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KEY AUTHORITY'S INFORMATION AND MANAGEMENT
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(a) Background information
Kenya Rural Roads Authority (KeRRA) is a State Corporation established under the Kenya Roads

Act 2007.The Authority is headed by a Board of Directors led by a Chairman with the Director

General being the Chief Executive of the Authority.

At the cabinet level the Authority is represented by the Cabinet Secretary for the Ministry of
Transport, Infrastructure, and Housing and Urban Development who is responsible for the general

policy and strategic direction of the Authority.

The Authority begun its operations in September 2008 and is represented in the 47 counties through

regional offices.

(b) Principal activities
As stipulated in the Kenya Roads Act2007, the Authority is responsible for the management,

development, rehabilitation and maintenance of the Rural Road network in Kenya classified as D, E

and others.

(c)Key Management
The Authority's day to day management is under the following key organs;

l. Board of Directors

2. Senior Management led by the Director General

(d) Fiduciary Management
The key Management personnel who held office during the financi al year ended 30th June 2021

and who had direct fid were

J

NameNo. Designation

Eng. Philemon Kiprop Kandie1 Acting Director General

Eng.Jackson K. Magondu.2 Director (Development)

J Director (Road Asset Management) Eng.Peter Patu Gichohi

Eng.Enock Ariga Kombo4 Director (Planning , Design and Environment

Eng.Julius K. Gakubia5 Acting Director (Research, Strategy & Compliance)

6 Director (Corporate Services) CPA.Dan Manyasi

7 Deputy Director (Audit Services) CPA. Judith Chepkemoi Chumo

Mr. Justin Rapando.8. Deputy Director (Corporation Secretaryl Legal Affairs)

9 Deputy Director (Supply Chain Management) Miss. Margaret Wanja Muthui

l0 Acting Deputy Director(Supply Chain Management) Catherine Kangangi
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(e)Fiduciary Oversight Arrangements

1. Ministry of Transport Infrastructure Housing and Urban Development & Public Works

2. KenyaRoads Board.

3. Public Investments Committee

4. Audit and Finance Board Committees.

(f) Authority Headquarters
Barabara PlazaBlock B, Airport South road, Opp KCAA building.

(g) Authority Contacts
P.O Box 48151 - 00100,
Nairobi GPO
TeL.0202710464
Email: kerra@kerra. go.ke

Website: www.Kerra. go.ke

(h) Principal Bankers
l. KCB Bank Limiled,

Moi Avenue Branch,
P.O. Box 48400-00100,
Nairobi GPO
2. NCBA Bank Limiled,
Upper Hill Branch,
P.O. Box 44599-00100 ,

Nairobi GPO
3. Equity Bank Limited,
Equity Centre,
Hospital Road, Upper Hill.
P.O. Box 75104-00200,
Nairobi
4. Cooperative Bank Limited
Co-operative House,
Haile Selassie Avenue,
P.O. Box 48231- 00100,
Nairobi GPO

(i) IndependentAuditors
Office of the Auditor General
Anniversary Towers, University Way
P.O. Box 49384-00100
Nairobi, GPO

fi) Principal Legal Adviser
The Attorney General

State Law Office
Harambee Avenue

P.O. Box 40112

City Square 00200

Nairobi, Kenya
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Board members are drawn from representatives from public and private sector as set out in

section 8 o1'the Kenya Roads Act 2007.The members who held the offlce during the year under

review were as follows:

OF DIRECTORS

Hon. Amb. Ukur Yatani Kanacho. EGH
Cabinet Secretary National Treasury

Hon. Amb. Ukur Yatani Kanacho was born in 1967 and holds Bachelor of Arts in
Economics, Egerton University, Kenya, 1991 and Master of Arts in Public
Administration and Public Policy, University of York, United Kingdom,2005;

He has over27-year experience in public administration, politics, diplomacy and
governance in public sector since 1992. Before his appointment as Cabinet
Secretary for the National Treasury & Planning he served as the Cabinet Secretary
for Labour and Social Protection since January 2018.

Between the years 2006-2007 while Member of Parliament for North Horr
constituency, he also served as an Assistant minister for science and technology.
At the height of his career (March 20l3-August 2017), he served as a pioneer
Governor of Marsabit County, the largest County in the Republic of Kenya.
Between June 2009 and October 2012, he served as Kenya's Ambassador to
Austria with Accreditation to Hungary and Slovakia and Permanent
Representative to the United Nations in Vienna. In this position, he aggressively
pursued and advanced Kenya's foreign interests.

He held senior leadership positions at various diplomatic and international
agencies such as International Atomic Energy Agency (IAEA), United Nations
Organization on Drugs and Crimes (UNODC), United Nations Industrial
Development Organization ([INIDO), Vice Chairperson of United Nations
Convention Against Transnational Organized Crime (UNTOC), Vice President of
Convention on Crime Prevention and Criminal Justice (CCPJ), and chair of
African Group of Ambassadors among others. Between 1992-2015, he served
in different positions in Kenya's Public Administration including a Disrict
Commissioner, where sharpened his management and administrative skills.

Zahra Mohamed Haji
Alternate to Cabinet Secretary National

Treasury

Prof.Paul Maringa Mwangi,C.B,S,
Principal Secretary -State Department of

infrastructure -Ministry of Transport,
Infrastructure, Housing & Urban

Development

Prof Paul Mwangi Maringa" born in 1959, and holds Bachelor of Architecture
Degree University of Nairobi 1979-l986,Masters of Arts in Planning-Urban
&Regional planning Llniversity of Nairobi 1989-199 ; and Doctor of Philosophy-
Environmental Planning, Jomo Kenyatta University of Agriculture and
Technology 1999-2005.

He is the Principal Secretary State Department of infrastructure -Ministry of
Transport, Infrastructure, Housing & Urban Development and Public Works and
was previous Principal Secretary, State Department of Public Works having been
appointed in December 2015.

Prof.Maringa is a Founder Associate Professor of Architecture and Planning of
the FAED, Senior Expert, Planning & Project Management and Technical Expert

3
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& Master Trainer in Building Construction & Infrastructural Planning &
Development

Eng. Stephen K Kogi was born n 1964 and is the altemate to the the Principal
Secretary, Infrastructure department in the Ministry of Transport, lnfrastructure,
Housing and Urban Development and Public Works from June 2020. He is

currently the Chief Engineer in charge of infrastructure quality standards and

research in the Ministry

He has extensive experience in professional and public administration, including
in strategic leadership and corporate governance gained from his training and

responsibilities in the different programmes and mandates in government and as

a graduate of Civil Engineering from the University of Nairobi and a Master's
degree of Business Administration from Jomo Kenyatta University of Agriculture
and Technology.

He has previously coordinated the improvement of roads under various
development partners and the development of policies including the design

guidelines in support of the Government agenda for the improvement of over
10,000Km road network under the Low Volume Sealed Roads Programme

He has been involved in various local and international forums and is the current
President of the African Road and Transport Research Forum with a membership

of the Sub Saharan African countries

Mr. Charles T. Sunkuli,CBS.
Principal Secretary, State Department for
Devolution, Ministry of Devolution and

ASAL.
Upto May 2021

Mr. Charles T. Sunkuli, has previously served as the Principal Secretary, Ministry
of Environment and Forestry, a position he held from December, 20 15 to
February,2018.

Prior to his appointment as the Principal Secretary, Mr. Sunkuli worked with
Ewuaso Ng'iro South River Development Authority (ENSDA) where he rose

through the ranks to become the Managing Director from 2010-2016.

He has a wealth of experience in Public Service spanning over 18 years. Mr.
Sunkuli is an experienced management strategist with a solid background in

Administration, Planning, Management and Leadership.

He holds lwo Executive Masters Degree in Business Administration (EMBA)
from Eastern and Southem Africa Management Institute (ESAMI) and Maastricht
School of Management (MSM) Netherlands, a Bachelor of Education Degree
(B.Ed. Arts) from Moi University. He has also undertaken various specialized

trainings including Procurement Standards and Socio-Economic Development,
Governance and Godly leadership in the United States of America (USA) Ermong

many others.

Mr. Sunkuli has held other positions nationally and globally including being the

Designated National Focal Point of the Green Environmental Facility (GEF) of
the United Nations Environment Program, Board Member of the Strategic

Approach to International Chemical Management (SAICM), National Focal Point
of the Lake Victoria Basin Commission (LVBC) and Life Member of the

International Red Cross Society among many other communiry based leadership
positions.

He pioneered a robust weather information access program by the Kenya
Meteorological Department, information which is now available online. As the

National Focal Point of GEF, he successfully negotiated for funding of Key
National Programmes through the Global Environment Facility (GEF)

Eng. Stephen Kogi
Alternate to Principal Secretary- State

Department of infrastructure - Ministry of
Transport and Infrastructure Housing and

Urban Development and Public Works

4
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Mr. Julius Korir, CBS, is the Principal Secretary, State Department for
Devolution, Ministry of Devolution and Arid and Semi-Arid Lands (ASALs).

Prior to this appointment, he was the Principal Secretary in the State Department
for Youth Affairs, Ministry of Information, Communication and Technolog;
Innovation and Youth Affairs.

Mr. Korir has also previously served as the Principal secretary in the State
Department for Infrastructure, Ministry of Transport, Infrastructure, Housing,
Urban Development and Public Works, and in the Ministry of Health.

He was first appointed as a Principal Secretary on lSth December,2015 to the
State Department for Investment and Industry, Ministry of Industry, Trade and
Cooperatives.

Mr. Korir has been instrumental in promoting improved livelihoods for the Youth
by ensuring they hirve access to decent jobs, entrepreneurship and skills
development and mentorship in addition to encouraging the youth to exploit their
talents for economic gain.

His experience extends to managing Public/Private Partnership (PPP) initiatives,
bringing together Public and Private Sector Stakeholders. His wealth of
experience has seen him spearheading the Contractor Facilitated Road
Development Mechanism. This entails Design-Finance-Build and Transfer PPP

Framework of the Roads Annuity Programme.

He is keen on enterprise development and has vast experience in the fields of
country promotion, particularly Foreign Direct Investment (FDI), exports and
tourism with a view to enhancing economic growth in Kenya.

Mr. Korir has been involved in managing a large portfolio of Government and

Development Partner Funded Projects that are spread throughout the Kenya.

Mr. Korir holds an MBA in International Business and a BSc. in Agricultural
Economics

/-\\

Mr.Julius Korir,EBS
Principal Secretary, State Department for

Devolution, Ministry of Devolution and Arid
and Semi-Arid Lands

From May 2021

Mr. Bernard Suyianka
Alternate to PS State Department for

Devolution, Ministry of Devolution and
ASAL.

Director Benard Suyianka was born in 1962 and is a holder of B.COM from
Jabalphur University India and a Foundation Diploma in Purchasing and supplies
fiom Kenya College of Communication & Technology.

He is currently Head of Supplies Chain Management System at the Ministry of
Devolution States Department of Special Programs-

He has a wealth of experience in Supply Chain Management having worked in
the public sector for over 22 years in various government ministries and

department including State House.

/ hh
Prof.(Eng) Oyuko Mbeche

Tertiary Institutions

Prof Oyuko. O. Mbeche was born in 1946. Prof.(Eng) Mbeche is holder of B.Eng.
From Stevens lnstitute of Technology(UsA), MSc from Polytechnic Institute of
Brooklyn(USA)and PhD for the University of Nairobi. He is also a Civil Engineer
specializing in the field of Transportation Planning and Engineering.

Prof. Mbeche is a Nobel Peace Prize recipient bestowed on him by the
International Panel on Climate Change (IPCC) in December,2007, Member
American Society of Civil Engineers, Member American Society of Engineering
Education ,Member Kenya National Academy of Sciences and Member
Engineering Board ol Kenya . He is a Professor of Civil Engineering at the
University ofNairobi and has supervised various undergraduate and postgraduate
projects.

He is the Chair of the Board Audit Committee.

He has also written many research papers on matters touching on land use,
planning, transport economics and urban planning. In his work experience, he has

E
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worked as a project coordinator, team leader, and project civil/structural engineer

in various government organizations.

Ms. Nelly Mbugua was born in 1968 and holds Bachelor of Arts in Land
Economics from the University of Nairobi, Master of Science in Project
Management , a post-graduate diploma with the Institution of Surveyors of
Kenya and currently pursuing her post graduate studies. Nelly has worked for
top real estate companies in Kenya among them: Lloyd Masika Ltd and Kenya
Valuers & Estate Agents Ltd where she has held senior management positions.
She has trained in Corporate Governance.

She is the chair of Board Finance Committee
Ms. Mbugua has vast experience in the real estate industry consultancy, with
local and international Registration and licensing by the Valuers Registration
Board (VRB) and the Royal Institution of Chartered Surveyors (RICS). Nelly is
a full rnember of the Institution of Surveyors of Kenya (lSK) and has served the

Institution as VEMS Chapter Chairperson and a member of the governing
Council. Nelly is a registered estate agent and is the immediate past Chairperson

of the Estate Agents Registration Board (EARB). As the Chairperson of EARB,
Nelly worked tirelessly to improve professionalism and raise the profile of estate

agency profession in Kenya. She is a Trustee of the Bible Sociefy of Kenya
(BSK), and a past Chairperson of the Board of BSK.

Ms.Nelly is a seasoned valuer, specialising in business and hospitality industry
and oil and gas exploration valuation, as well sales, letting and properfy
management.
Ms Nelly is a director at Citiscape Valuers & Estate Agents Lirnited.

I
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Prof. Lawrence Esho,

Kenya Institute of Planners

Prof . Lawrence Esho was born in 1970 and is a holder of and Bachelor of Arts
(BA) Sociology Kenyatta University(Kenya) 1995, Master Of Architecture
(M.Arch) Hurnan Settlement from Catholic University Of Leuven(Belgium)
2003,Masters Of Arts (MA Planning University Of Nairobi Kenya 1997 ,Doctor
Of Engineering (Dr-lng), Architecture/Spatial Planning Frorn Catholic University
Of Leuven(Kul)(Belgium) 2008,

He is the Chair of the Board Human Resource and Administration Committee

He is trained in sociology, planning and human settlements. He has worked as a

planner and an academic. He is Chairman, Department of Urban and Regional

Planning at the Technical University of Kenya.
Lawrence has researched various aspects ofhousing, transport and planning in the

region and continues to collaborate in research with a number of institutions,
including KU Leuven, HIS the Netherlands.

Eng. Yego Kiprutto Shadrack
Institution of Engineers of Kenya

qr

Eng. Shadrack was born in 1980 and he is registered with Engineers Board of
Kenya as a professional engineer and a corporate member of the Institution of
Engineers of Kenya (MIEK).

Eng. Shadrack holds Bachelor of Science degree in Civil engineering from
University of Nairobi. He has over fifteen (15) years of experience in carrying out
engineering feasibility studies, infrastructure assessments, preliminary and

detailed studies and designs, contracts administration and construction
supervision of engineering projects in the field of roads, dams, water and

sanitation and buildings.

He is the chairperson of Board Technical committee.

Shadrack has passion in giving back to the community and a champion of
corporate governance and continues to hold leadership mantle in various private
institutions. Shadrack has a good and strong blend of the Government of Kenya
systems, private sector and United Nations working environment. ln addition, I
have experience working in similar projects in ASAL and hardship areas in
Kenya, Tanzania, Burundi and Somalia.

Ms.Nelly Mbugua

lnstitution of Surveyors

Of Kenya

6
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Eng. Kandie was born in 1971 md is aregistered engineer with Engineers
Board of Kenya and a member of the Institution of Engineers of Kenya MEK).

Eng Kandie holds BSc. Hons in Civil Engineering from Jomo Kenyatta
University of Agriculture & Techolory andDiploma in Transport Planning,
Development & Management from Galilee Management Institute Qsrael),
Master of Science in Road Management & Engineering from the Univenity of
Birmingham in United Kingdom,
He has been extensively trained in Management lnfrastructure embracing Road
Asset Management and has valuable orperience in policy formulation, planning
design, construction 3ad management ofprojects and programs gained from his
working experience in Fublic Service for over 24 years.

He worked in the Ministy of Roads and Kenya National Highways Authority as

Regional Manager in various stations and promoted to Regional Network
Coordinator in headquarters.
He is a Registered Professional Engineer with Engineers Board of Kenya and a
Corporate Member of Institution of Engineers of Kenya.

Eng Kandie holds leadership portfolios in and out of the Authority and a
member of various committees amongst them, Road Sector lnvestment Plan,
Review of Road Classification,
Performance Based Contracts and Roads 2000 Stategy Implementation.

Eng. Philemon ltundie(MBS)
Dhector Ge,neral

From 66ju1y2020
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MANAGEMENT TEAM

Eng. Philemon Kandie(MBS)
BscHons, P. Eng, MIEK, MSc

Director General

Eng. Peter P. Gichohi
BSc, P. Eng., MSc., MIEK,A(CIAB)

Director Road Asset Management.

u
CPA Dan Manyasi

BCom, MBA,CPA(K)
Director -CorDorate Semices

Eng. Jackson K. Magondu
BSc., P. Eng., M(l B L) MI EK,A (C IArb- U K)

Director Development
Eng. Julius K. Gakubia

BSc., P.Eng., MIEK
Ap Director- Research, Strategy & Complionce

Eng. Enock A. Kombo
Bsc., P.Eng., MA(Planning), ,MIEK

Director -Planning , Design & Environment

CPA Judith C. Chumo
Bcom,MBA,CPA(K)

Deputy Director - Internal Audit

.r"J t

l'
*
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Mr. Justin M. Rapando
LL M, L L B Ms c, D ip ( KS L), C P S(K), M (C I Ar b)

Deputy Director - Legal Affairs

Ms.Margaret W. Muthui
Bsc(Computer Science)Msc(Proc.&

Logistics),,MKISM,MCIPS
Deputy Director - Supply Chain Management

Ms.Catherine Kangangi
Msc(Proc.& Logistics), MKISM,MCIPS

As. Deoutv Director - Supnlv Chain Manasement

9
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I.INANCIAL HIGHLIGHTS Ksh'000

Revenue s 2020-2021 (Ksh'000)

. Road Maintenance Levy . Exchequer Development Fund . Development Partners - Other

Total Revenue: 64,876,795

. 10% Constituency Links Roads . 10% Special allocation . 22%o Constiluency Roads Fund " RMLF Operations

Total RMLF:22,tL5,430

'10



Ken1,a Rural Rouds Authori4'
Annual Report und Financial Stalcments
For the yeur euded 3At' June 202 I

Funding History
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2016-2017
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2018-2019
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20L9-2020
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23J81:150
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CHAIRMAN'S STATEMENT

/ h

The Authority concluded a very successful year in the face of uncertainties

caused by COVID-I9. The Board was happy to support the efforts by

Management and the Govemment in implementing measures to mitigate

the impact of the pandemic. It fully supported the intemal measures taken

by Management to protect staff, such as the altemative working

arrangements and the safety protocols, in addition to the Ministry of
Health measures that greatly supported the economy.

During the year, the Authority continued implementation of its Strategic Plan, 2018-2022,

anchored on the overall Motto of "Connecting Devolved Kenya". The plan focuses on four key

result areas namely: Development of National Secondary Trunk Roads, Management of National

Secondary Trunk Roads, Maintenance and rehabilitation of National Secondary Trunk Roads and

Institutional Capacity. The Board supported Management in pursuing appropriate interventions

to address outstanding and emerging human resource gaps by facilitating work-load analysis

through job evaluations. Human Resource policies and frameworks were reviewed to ensure they

are responsive to the rapidly changing roads sector environment. The Board also supported the

upgrade of key operational systems to achieve a seamless, resilient and responsive information

and communication system that drives operational excellence and delivers customer-centric

services aligned to modem and dynamic business requirements through implementation of
Enterprise Resource Planning (ERP).

The Authority continued to support the Big 4 Development Agenda through provision of
backbone road infrastructure to support affordable housing, manufacturing, food security and

universal healthcare facilities. In implementing our mandate of Development, Maintenance and

Management of our National Secondary Trunk road network, the Authority enhanced its efforts

towards completion of ongoing projects and maintenance of existing roads network to safeguard

the investments.

The Authority is tasked with delivery of high quality road infrastructure to the demands of
citizens. The Authority ensured 1,056kms were upgraded to bitumen standards and 21,521kms

routinely maintained towards attainment of the Authority's Vision "Easy Access to Resources

and Services" in endeavor to open up Rural Kenya. Consequently, the Authority has given a new

dawn to a majority of rural areas boosting agricultural production, through enhanced service

levels, reduced travel times, reduced vehicle operating costs and user charges and improved

motorability which have contributed to social integration among counties and communities. In

implementing projects, the Authority ensured compliance with environmental and social

safeguard standards by engaging all stakeholders.

Following the recategorization of the Authority from Category 7A to 3,A., the Board of Directors

oversaw the review of the HR instruments and the workload analysis which fell in the year under

review which was the 3'd year of implementation since operationalization of the categorized

structure. The reviewed HR instruments are expected to enable the Authority to deliver its

mandate effectively and efficiently.

12
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The Mid Term review of Strategic Plan recommended a continuous implementation of the Plan

as the Authority was on course to achieve planned performance targets.

On behalf of the Board, I express my sincere gratitude to the Management and entire KeRRA

fraternity for their dedication and teamwork that enabled the Authority deliver on its mandate in

the just concluded financial year 20201202I.

I also extend my appreciation and sincere thanks to my colleagues in the Board for their support,

contribution and strategic guidance to Management during the year. Finally, I wish to thank the

Government through State Department for Infrastructure, our Stakeholders and Development

Partners for the confidence and support they bestowed to the Authority.

Director
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REPORT OF THE DIRECTOR GENERAL

yam delighted to present the Kenya Rural Roads Authority's
I fi.run"iul statements for the FY 2020/2021. It has been another

Igooa year for the Authority despite challenging economic

conditions and the global health crisis caused by COVID-19. We

achieved a satisfactory set of financial results and recorded solid growth

rates, reflecting strong strategy execution and effective delivery of the

strategic obj ectives and initiatives.

In early 2020. the coronavirus pandemic (COVID-I9) struck countries around the world.

presenting enornoLrs challenges to health systems and spurring widespread work shutdowns.

scl-rool and business closures. and job losses. Nearly all countries are f'acing an unprecedented

economic downturn. The pandemic presented the Authority with unprecedented challenges this

year. reqr"riring it to respond quickly to major disruptions in contracts management and service

delivery to Kenyans. Beyond immediate work disruptions, the Authority developed strategies to

supporting project management. restore jobs and services. and pave the pathway to a sustainable

recovery in road infrastructural development. The Authority adopted digital options to leverage

new digital technologies so that it efficiently delivered its services to stafTand clients seamlessly.

The strong leadership team and a highly dedicated and motivated staff strived to build a robust

institution. with a resilient and responsive business model that enabled it achieve better

development outcomes in the year under review.

None of these achievements woLrld have been possible without our staff-s hard work and

successful adjr.rstment to home-based work during the pandernic. Working innovatively and with

creativity enabled stalf to deliver solutions to address the ALrthority's most Lrrgent needs. I am

deeply grateful fbr their dedication and flexibility. especially amid these difllcult circumstances.

As MDAs grapple w,ith the pandemic. the Authority remains cornmitted to its future strategic

goals. to overcome the crisis. and achieve a sustainable and inclusive recovery. Despite the

unprecedented scale of the crisis we've repositioned our strategies towards a resilient recovery

and our long-term mission remains unchanged. We remain committed to our goal of development.

maintenance and management of national trunk road network in a sustainable manner.

The Financial statements provides stakeholders with an accurate and balanced view of the

Authority's financial status, strategies for projects implementation, past performance, and future

prospects, and addresses the material issues faced by the Authority. The reporting process has

been guided by the principles and requirements contained in International Financial Reporting

Standards (IFRS).

The Authority prides itself for teamwork and strategic leadership, with competent workforce,

steering it through uncertain waters, navigating the risks and tuming challenges into

opportunities. Moving forward will require resilience, innovation and resolve under a constrained

economic environment. As we continue our ceaseless joumey to drive the socio-economic

development of the country towards greater prosperity for all Kenyans, excellence will remain a
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priority in all aspects of our business. It is also synonymous with our quantum leap in the delivery

of the Rl0000 low volume sealed roads programme.

Leveraging ICT solutions and altemative sources of revenue will be key to achieving the

deliverables in our new business proposition. This repositioning has warranted that we introduce

Enterprise Resource Planning (ERP) system to drive the business strategy under a new corporate

brand, marking the launch of a revitalized strategic intent. The implementation of the Enterprise

Resource Planning system initiated during the period under review has enhanced operational

efficiency and streamlined business processes across the Authority.

While the economic environment is expected to remain challenging with a long road to recovery

post COVID-19 pandemic, I believe that the Authority is well positioned to build on the positive

and sustainable impact it has made to the Kenyan economy and society. As we continue on our
journey, all our resources will be fully utilized to achieve the intended outcomes and targets.

lnformation systems and business processes will continue to be enhanced and the ICT governance

standards will be aligned with the Control Objectives for Information Technology (COBIT)
govemance framework, which will enhance operational efficiency in the areas of regulatory

compliance and risk management.

In conclusion, I take this opportunity to express my sincere gratitude to our stakeholders, the
Ministry of Transport, Infrastructure, Housing, Urban Development and Public Works and The
National Treasury and Planning for their distinguished role in helping us achieve our mandate
through both policy and budgetary support. In addition, our appreciation goes to development
partners (KfW, AfD, BADEA and EU) and related road agencies for their continued support.

On behalf of Management team, I would also like to thank the Board of Directors for their
continued support, visionary leadership and the guidance they provided to the management team
throughout the year. I also wish to recognize the role played by our clients who continue to support
our various initiatives. They remain a crucial stakeholder without whom we would not have
achieved our set objectives and goals.

Lastly, I take this opportunity to appreciate all KeRRA staff for their tireless efforts and

commitment that we have been able to record remarkable performance. I look forward to your
continued support in making our vision a reality.

-V.en
Eng. Philemon K. Kandie(MBS)
Director General
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CORPORATE GOVERNANCE STATEMENT
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Overview

The Board emphasizes on principles of good Corporate Governance in the discharge of its
mandate. The positions of chairman and Chief Executive are held by different persons. The

Director General is the Secretary to the Board and works closely with the Board to ensure that

the Board discharges its mandate. The Board has 4 committees through which it discharges its

mandate. The Board undertakes Board evaluation every year. The Board provides oversight to

management who are responsible for the day to day running of the organization. The Board and

management have been trained on the Mwongozo Code of Corporate Governance for State

Corporations.

Organization structure of the Authority

1'he Kenya Rural Roads Authority is governed by a Board of Directors as per Kenya Roads Act
2001 . The day to day management of the Authority is carried out by the Director General who is

also secretary to the board. The Authority carries its mandate through the following Directorates.

a) DirectorateDevelopment
b) Directorate Road Asset Management
c) Directorate Research, Strategy & Compliance
d) Directorate Planning , Design and Environment
e) Directorate Development
f) Directorate Corporate Services
g) Directorate Audit Services.
h) Corporation Secretary I Legal Affairs Department
i) Supply Chain Management Department.

Appointments to the Board

Appointments to the Board are carried out pursuant to section 8 of the Kenya Roads Act 2007 .

The Chairman of the Board is appointed by the President of the Republic of Kenya. Members of
the Board are appointed by the Cabinet Secretary, Ministry of Transport, Infrastructure, Housing

& Urban Development on recommendation of the various nominating institutions provided for
under the Kenya Roads Ac|2007.

Board Organisation and structure

The composition of the Board is as per the provisions of Section 8 of the Kenya Roads Act2007.
The Board is composed of representatives of relevant Govemment Ministries and private sector

as represented by the various nominating bodies and is independent of management. The Board

has set up Four standing committees to enable it discharge its oversight role.

The role of the Board

The role of the Board is to provide oversight to the management activities in the management of
the Authority's affairs. The Board also provides strategic direction to management in the running

of the Authority's affairs.
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Activities of the Board

It is the responsibility of the Chairman and the Secretary to work closely together in planning the

annual program and agendas for meetings. The Board is required to meet at least four times a

year and the meetings are structured to allow open discussion. All substantive agenda items have

comprehensive briefing papers, which are circulated well in advance.

In addition to regular Board meetings, there are a number of other meetings to deal with specific

matters. When directors are unable to attend a meeting, they are advised of the matters to be

discussed and given an opportunity to make their views known to the Chairman or the Director

General prior to or after the meeting.

During the period under consideration, the Board had various meetings to deliberate on issues

affecting the Authority. The Board also made several site visits to inspect various projects being

undertaken by the Authority. An evaluation of the Board was also carried out during the period.

Board Effectiveness

The Board is sufficiently independent of management and performs its functions in away to

enhance Board effectiveness. To fuither enhance effectiveness, the directors have been trained

on various issues on Corporate Govemance and Mwogozo code of conduct

Board Committees

In line with the provisions of the Kenya Roads Act 2007, the Board established four Standing

Committees. These are Board Finance Committee, Board Human Resources Committee, Board

Audit, Risk & Govemance Committee and Board Technical Committee. The committees are

provided with all necessary resources to enable them to undertake their duties in an effective

manner.

Audit, Risk & Governance Committee

The Board Audit Committee was established in accordance with the provisions of Treasury

Circular No 16. of 25. The Board receives reports from the Audit Committee. The Internal Audit
function reports directly to the Board Audit Committee and is independent of management

operations.

Finance Committee

The committee meets on Quarterly basis. The committee assists the Board in its oversight role of
the Authority relating to Authority's finance matters. This is as per the committees Terms of
Reference.

Board Human Resource Committee

The committee assists the Board in its oversight role of the Authority relating to Authority's
human resource matters. This is as per the committees Terms of Reference.

Board Technical Committee
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The committee assists the Board in its oversight role of the Authority's function relating to the

technical issues relating to the Authority's mandate. This is in terms of the design, construction

and maintenance of roads under the Authority's mandate.
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MANAGEMENT DISCUSSION AND ANALYSIS
SECTION A

The entity's operational and financial performance

The National Govemment's commitment continues to be seen through the improved budgetary
allocation to the road sector. In the Period under review, the Authority received a total of 63.
Billion against a budget allocation 63.8.Billion

SECTION B

Entity's compliance with statutory requirements

The Authority has complied with all statutory requirements externally imposed throughout
the Period. There are no major noncompliance issues that may expose the authority to
potential contingent liabilities.

SECTION C

Key projects and investment decisions the entity is planning/implementing

The Authority has an ongoing portfolio of 8,249 Kms of contracts under reconstruction and
Upgrading worth Kshs. 362 Billion with 3501 Kms expected to be completed within the next
three years at total cost of Kshs. 171 Billion. The bulk of the contracted works falls under the
Roads 10,000 low volume sealed roads programme. During the Year the Contracts under the
Annuity Programme through Public Private Partnership is substantially complete on Ngong-
Kiserian-lsinya and Kajiado Imarora Roads and LVSR has achieved a cumulatle 4,748 Km in
terms of Milestones.

SECTION D

Major risks facing the entity

The major risks that the authority is exposed to are reported on the note26 of this report

SECTION E

Material arrears in statutory/financial obligations

The Authority is not in arrears in the payment of statutory obligations though it has pending

bills of approximately Ksh 28.15 billion as at 30th June 2021 . These have been included as part

of Payables.

SECTION F

The entity's financial probity and serious governance issues

There has been no reports of financial improbity by the internal audit, external audit nor Other

Govemment agencies.
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CORPORATE SOCIAL RESPONSIBILITY STATEMENT/ SUSTAINABLITY
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1. Sustainability strategy and profile
A broad Political, Economic, Social, Technological, Environmental and Legal (PESTEL) scan

was undertaken with a view to describing the circumstances under which the Authority operates

so as to be able to appreciate the factors that will either support or impede the process of
the Strate c Plan.

Political Factors
r Challenges with project planning

and implementation
o Cost inflation due variation

. Adherence to project
implementation Guidelines

. Public participation
r Adherence to Annual Road Works

Prosram (ARWP)

I .Stakeholder Engagement

. Lobby parliament and cabinet
o Stakeholderengagement

2.Funding to the Authority
affected by political dynamics

. Low funding level in comparison to
increased demand for better roads

o Additionalfunding

o Lobby parliament and cabinet
. Stakeholder engagement

3. Multiplicity of players in
policy
development

o Interference with policy
implementation

r Conflicting directives leading to risk
of non-compliance

. Uphold Corporate governance
guidelines

o Develop assertive leadership
. Capacity building

4. Weak institutional leadership o Interference with institutional
govemance

o Partial or total Non-adherence to
policies and guidelines

Adherence to project
implementation
guidelines
Engagement with relevant
stakeholders

a

I

a

5. Prolonged political activify o Interference with project
implementation

o Gaps in leadership and direction

Economic Factors
o Maintenance backlog (increased

road asset deterioration)
. High vehicle operating costs
. High road user costs
r Reduced network improvement
r High cost of interest payments

lncrease RMLF allocations
. Lobby for enhanced external
funding
. Explore alternative options of
funding
. Increased collaboration with
external
. partners

I .Lack of adequate funds

o High taxation
o Inflation
o High cost of fuel and road works

materials
o Limitations to line budgetary

items

e Monitoring and review of policies
and strategies

o Macroeconomic stability
. Adaptation to changes in fiscal

policy

2.Fiscal and Monetary Policies

r Increased Equalization fund
. Increased Equitable l0% RMLF
. Standardisation and harmonisation
a

3.Regional economic disparities r Discrepancies in economic
empowerment among counties
(Marginalized areas)
. Skewed regional competitive

advantage.

Social Factors
. Increased accidents
. Loss of livelihoods
. Increased oroiect costs

. Road reserve demarcation

. Public sensitization

. Stakeholder engagement

1.Road Reserve Encroachment
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. Hostility

. Interference with project
implementation
. Costly maintenance of roads
o Reduced road lifespan

. Public sensitization

. Enforcement of axle load limits

. Periodic road design reviews

. Stakeholder engagement

2.Poor adherence to axle load
limits

. Formulation and review of ARWP

. Formulation and review of
Corporate Social Responsibility
(CSR) work plan

o Effectively manage expectations
. Public sensitization
. Engagement with stakeholders
. Upholding organizational core
values

Meeting Societal Expectations

Technological Factors

. High investment in ICT systems
and
infrastructure
. Effective information security
management
. Enhanced efficiency and
operational
interconnectiviW

. Develop suitable ERPs

. Develop and implement
information
security strategies
. Implement ISMS

l.Automation and information
security

o Incorporate usage oflocally
available materials and labour

. High cost of transition

. Need for matching staff knowledge
and exposure with technology

. Adaptation of technology and
road
construction concepts to
emerging
trends including R2000 &
R10,000

o Monitor obsolescence of
technology
and approaches

o Frequent updates
e Plan for future technological

improvements
r Capacity building

2.Emerging technologies in
road
consffuction and ICT

Ecological factors/Environmental
Partial or total cut-offofthe road
network
. Increased frequency and costs of
road and
maintenance and rehabilitation
works
. Delay in execution ofprojects in
adverse
weather and Cost overruns
. Availabiliry of manpower

. Develop and implement
annual disaster mitigation and
management strategy
. Enhance works insurance to
cover
adverse weather

l.Adverse weather conditions
(fl oods, mudslides, prolonged
rainfall and draught)

r Depletion of natural
resources

o High construction costs
o Damage to economically

productive
lands

o Research on alternative road
construction material
o Embrace viable emerging
technologies

2.Availability of natural road
construction material

2. Environmental Performance
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KeRRA acknowledges that its various operations have potential impacts on the environment. It
is therefore the Authority's commitment to conserve natural resources, maximize eco-effliciency,
reduce waste and climate change impacts, and prevent pollution throughout its operations.
The Authority has an Environmental Planning and Management Policy which was formulated to
conform to the prevailing Government strategies as highlighted in the National Environment
Policy. In accordance with the Policy, the Performance Contracting guidelines and the
requirements of the Environmental Management and Coordination Act, the Authority
implemented the following activities during the20201202l financial year: -
Measures to mitipate apainst water. air noise and olher fornts of nollution
Environmental Impact Assessment (EIA) Licences were issued by NEMA for 59 Road Projects

Moreover, the Authority has continued to monitor compliance to the Environmental & Social
Management Plans and EIA Licence conditions for the various projects under implementation,
and corrective measures have been employed whenever a non-conformity is noted.

Promoting Environmental Protection and Conservation through Stakeholder Partnerships
The Authority sponsored and participated in the World Environment Day (WED) National
Commemoration held on 5th June, 2021 in Garissa County. Further, the Authority entered into a
Tree Planting partnership with Equity Group.
Tree Plantins I nitiatives
25,000 No. Trees were planted in various regions with over 20,000 being in the Coast region.
The above initiatives are aimed at enhancing the Authority's efforts to manage biodiversity,
ensure sustainable waste management and in the long run minimize the institution's
environmental footprint.
Nevertheless, like all other sectors and institutions, the Authority did not achieve its full potential
towards environmental sustainability as a result of the Covid-19 pandemic. The Authority will
ensure that the journey towards economic recovery will consider actions that are environmentally
sustainable.

3. Employee welfare
The Authority has a staff pool of 61 5 staff members stationed both at the Head office and the 47

regional offices. Whilst the Authority recruits competent personnel, it endeavors to continuously

improve and develop internal capacity through training of staff intemal staff promotion,

recruitment of technical staff, supporting staff membership to professional bodies and ensuring

staff have resources necessary for execution of works within the financial constraints.

To reduce the work around time in operational processes, the department has mapped and

automated processes in various functional areas through the Enterprise Resource Planning (ERP)

System.

The Human Resource Manapement Policies

These define the relationship between the Authority and its employees on a wide range of issues.

They are regularly updated to ensure relevance to the workplace dynamics. Among the policies

include: -

(a) Human Resource Policy and Procedures Manual
It is intended to inform staff and guide on the operations of the Authority on the day-to-
day aspects at work. It is aimed at ensuring consistency in Human Resource Management
practices in the workplace.

(b) KeRRA Organization Structure and Staff Establishment
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This is a formal outline of the managerial reporting relationships and information flows

within the Authority. It identifies each job, its function and where it reports to within the

orgarrization. It outlines how certain activities are directed in order to achieve the goals

of an organization

(c) Career Progression Guidelines

The Career Progression Guidelines is a well-defined career structure which establishes

distinct levels of responsibilities in the grading structure and it is a guide on the

competencies required at each level that inform recruitment, promotion, training and

development and performance management.

The overall goal of the Authority's Performance Management System is to measure employee

performance and ultimately the achievement of intended results for the organization. An

important aspect in the performance management is the Staff Performance Appraisal system

(SPAS) which is predicated upon the principle of work planning, setting of agreed performance

targets, feedback and reporting. It is linked to other human resource systems and processes

including employee development, career progression, placement, rewards and sanctions.

4. Market place practices-

Anti comrption- Contractor have declaration forms in tender documents and the evaluation

committes also sign declaration forms on conflict of interest
The authority through the Constituency Roads Committees (CRC) in the various regional offices
engages the various stakeholders in prioritization of maintenance roads.

The Authority through its procurement department uses the most preferred procurement method

based on service and goods being procured. Open Notational tenders is used encourage

competition among suppliers. The bidders are debriefed on how they faired during the tendeing
process and notification to all participating bidders indicating the successful bidders.

The Authority trains is suppliers on what is expected of them in terms of the bidding process,

ethical behavior and confidentiatly of information. Special groups have also been allocated
tenders.

5. Community Engagements-
The Authority had allocated Ksh5 million in the reporting period towards Corporate Social

Responsibility. However, due to the ongoing Covid-I9 Pandemic many activities involving

public gathering such as charity walks and public events the Authority only managed to support

initiatives valued at Ksh2,400,000 with funding from our operations vote in the Road

Maintenance Levy Fund (RMLF) and donations in kind. One such key activity is the Annual

Marter Heart Run.

Our approved Annual CSR Work Programme for the year was however greatly affected by the

outbreak of the COVID-19 Pandemic

Below is the tabulation of the activities carried out in the reporting period.
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The directors submit their report together with the audited financial statements for the year ended

30th June 2021, in accordance with the provisions of section of the 38 of Kenya Roads Act 2007

which disclose the state of affairs of the Authority.

Principal activities

The principal activity of the authority is the management, development, rehabilitation and

maintenance of the Rural Road Network in Kenya classified as C and others.

Results

The results for the Authority for the year ended 30 June 2021 are set out on page 34.

Directors

The directors who held office during the year and to the date of this report are set out on page 3-7.

Auditors

The Auditor General is responsible for the statutory audit of the Authority's books of account in

accordance with the provisions of Article 229 of the Constitution of Kenya, Kenya Roads Act 2007

and the Public Audit Act, 2015

By order of the board

Name : Eng. Philemon Kandie(MBS) Signature.... ..Date.3fl,ffia:.a i

Corporate Secretary/Secretary to the Board

REPORT OF THE DIRECTORS
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Section 8l of the Public Finance Management Act, 2012 and section l4 of the State Corporations

Act, require the Directors to prepare financial statements in respect of that Authority, which give a

true and fair view of t(re state of affairs of the Authority at the end of the financial yearlperiod and the

operating results of the Authority for that yearlperiod. The Directors are also required to ensure that

the Authority keeps proper accounting records which disclose with reasonable accuracy the financial

position of the Authority. The Directors are also responsible for safeguarding the assets of the

Authority.

The Directors are responsible for the preparation and presentation of the Authority's financial

statements, which give a true and fair view of the state of affairs of the Authority for and as at the end

of the financial year (period) ended on June 30,2021. This responsibility includes: (i) maintaining

adequate financial management arrangements and ensuring that these continue to be effective

throughout the reporting period; (ii) maintaining proper accounting records, which disclose with

reasonable accuracy at any time the financial position of the Authority; (iii) designing, implementing

and maintaining internal controls relevant to the preparation and fair presentation of the financial

statements, and ensuring that they are free from material misstatements, whether due to error or fraud;

(iv) safeguarding the assets of the Authority; (v) selecting and applying appropriate accounting

policies; and (vi) making accounting estimates that are reasonable in the circumstances.

The Directors accept responsibility for the Authority's financial statements, which have been prepared

using appropriate accounting policies supported by reasonable and prudent judgements and estimates,

in conformity with lnternational Public Sector Accounting Standards (trSAS), and in the manner

required by the PFM Act, 2012 and the State Corporations Act. The Directors are of the opinion that

the Authority's financial statements give a true and fair view of the state of Authority's transactions

during the financial year ended June 30, 2021, and of the Authority's financial position as at that date.

The Directors further confirm the completeness of the accounting records maintained for the Authority,

which have been relied upon in the preparation of the Authority's financial statements as well as the

adequacy of the systems of intemal financial control.

Nothing has come to the attention of the Directors to indicate that the Authority will not remain a going

concem for at least the next twelve months from the date of this statement.

Approval of the financial statements

The Authority's financial statements were approved by the Board on

signed on its behalf by:

:dJ^ (t k,u,l,rrr, 2021 and

Signature Signature
*#Jze

Name: Prof.(Eng) Mbeche Name:Eng. Philemon K. Kandie(MBS)
Director GeneralChairperson of the Board
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NAIROBI

REPORT OF THE AUDITOR-GENERAL ON KENYA RURAL ROADS AUTHORITY
FOR THE YEAR ENDED 30 JUNE, 2021

PREAMBLE

I draw your attention to the contents of my report which is in three parts:

A. Report on the Financial Statements that considers whether the financial statements
are fairly presented in accordance with the applicable financial reporting framework,
accounting standards and the relevant laws and regulations that have a direct effect
on the financial statements.

B. Report on LaMulness and Effectiveness in Use of Public Resources which considers
compliance with applicable laws, regulations, policies, gazette notices, circulars,
guidelines and manuals and whether public resources are applied in a prudent,
efficient, economic, transparent and accountable manner to ensure Government
achieves value for money and that such funds are applied for intended purpose.

C. Report on Effectiveness of lnternal Controls, Risk Management and Governance
which considers how the entity has instituted checks and balances to guide internal
operations. This responds to the effectiveness of the governance structure, the risk
management environment, and the internal controls developed and implemented by
those charged with governance for orderly, efficient and effective operations of the
entity.

An unmodified opinion does not necessarily mean that an entity has complied with all
relevant laws and regulations, and that its internal controls, risk management and
governance systems are properly designed and were working effectively in the financial
year under review.

The three parts of the report are aimed at addressing the statutory roles and
responsibilities of the Auditor-General as provided by Article 229 of the Constitution, the
Public Finance Management Act, 2012 and the Public Audit Act, 2015. The three parts
of the report, when read together constitute the report of the Auditor-General.

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of Kenya Rural Roads Authority
set out on pages 32 to 70, which comprise of the statement of financial position as at
30 June, 2021, and the statement of financial performance, statement of changes in net
assets, statement of cash flows and statement of comparison of budget and actual

Report of the Auditor-General on Kenya Rural Roads Authority for the year ended 30 June, 202 I
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amounts for the year then ended, and a summary of significant accounting policies and
other explanatory information in accordance with the provisions of Article 229 of the
Constitution of Kenya and Section 35 of the PublicAuditAct,20l5. I have obtained all
the information and explanations which, to the best of my knowledge and belief, were
necessary for the purpose of the audit.

ln my opinion, except for the effects of the matter described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of the Kenya Rural Roads Authority as at 30 June, 2021,
and of its financial performance and its cash flows for the year then ended, in accordance
with lnternational Public Sector Accounting Standards (Accrual Basis) and comply with
the Public Finance Management Act, 2012 and the Kenya Roads Act, 2007.

Basis of Qualified Opinion

Receivables from Non-Exchange Transactions

The statement of financial position reflects receivables from non-exchange transactions
balance of Kshs.4,145,460,000 as disclosed in Note 19b to the financial statements.
Included in the balance is advances to staff amount of Kshs.45,562,000 out of which a
balance of Kshs.43,349,871 relates to previous years with some dating back to the year
2419.

ln the circumstances, the recoverability of the receivables is doubtful and the accuracy of
the long outstanding balances of Kshs.43,349,871 could not be confirmed.

Key Audit Matters

Key audit matters are those matters that, in my professional judgment, are of most
significance in the audit of the financial statements. There were no key audit matters to
report in the year under review.

Other Matter

Unresolved Prior Year Audit Matters

ln the audit report of the previous year, a number of issues were raised under the Report
on the Financial Statements and the Report on LaMulness and Effectiveness in Use of
Public Resources. However, the issues remained outstanding as at 30 June, 2021.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the matters described in the Basis for Conclusion on Lavyfulness
and Effectiveness in use of Public Resources section of my report, I confirm that, nothing
else has come to my attention to cause me to believe that public resources have not been
applied lavufully and in an effective way.

Report ofthe Auditor-General on Kenya Rural Roads Authorityfor the year ended 30 June, 2021
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Basis for Conclusion

1. lrregular Payment of Rent and Rates

The statement of financial performance reflects other operating costs of
Kshs.477,684,000 as disclosed in Note 16 to the financial statements. The amount
includes rent and rates amount of Kshs.18,063,000 out of which Kshs.17,758,000 was
incurred on rent charges for office space measuring 18.745 square feet at Blue Shield
Towers for the period between 1 October,2019 to 1 April, 2020. Review of records
revealed that the Authority entered in to a six year lease agreement for the office space
on 1 April, 2014. However, vide a letter dated 3 September, 2019 Management gave
notice of the intention to vacate the building by 30 September 2019 but indicated that the
lease period would end on 1 April, 2020. TheAuthoritytherefore paid rent chargesfor
office space that was not utilized.

ln the circumstances, value for money may not have been obtained on the expenditure
of Kshs.17,758,000 incurred on rent charges.

2. Avoidable lnterest on Delayed Payments

The statement of financial position and as disclosed in Note 24to the financialstatements
reflects payables from exchange transactions balance of Kshs.29,636,936,000 which
includes an amount of Kshs.28,174,015,000 that was due to contractors. Further, as
previously reported, the Authority continues to incur interest expense on account of
delayed payments to contractors. Review of related records revealed that as at 30 June,
2021 the Authority had accumulated interest on delayed payments amounting to
Kshs. 1, 89 1,1 00,494 (2020-: Kshs.220, 621,047 ).

Although Management has explained that this was occasioned by delayed exchequer
releases, the interest charged is avoidable expenditure and therefore not a proper charge
to public funds.

3. Acting Appointments

The statement of financial performance reflects directors' costs and employment costs of
Kshs.13,394,000 and Kshs.2,586,488,000 respectively as disclosed in Note 13 and Note
14 to the financial statements. The amounts include acting allowance of Kshs.378,000
and Kshs.835,920 paid to two (2) members of staff. Review of the personnel records
revealed that the two (2) employees have been on acting capacity for a period of over six
(6) months contrary to the requirements of Section C14 of the Public Service
Commission Human Resource Policies and Procedures Manual.

ln the circumstances, Management was in breach of the regulations.

4. Stalled and Slow-Moving Projects

Physical inspection and review of records for road projects revealed that projects with a
combined contract sum totalling Kshs.60,204,947,106 had either stalled or had recorded
slow progress. ln addition, the Authority had awarded various contracts for upgrading of
roads to bitumen standard and maintenance. Review of progress reports on these works

Report ofthe Auditor-General on Kenya Rural Roads Authorityfor theyear ended 30 June, 2021
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indicated the projects with a combined contract sum of Kshs.21,612,655,224 were
progressing slowly with some projects having exceeded their expected project duration.

ln the circumstances, value for money obtained on amounts spent on these projects could
not be confirmed.

The audit was conducted in accordance with ISSAI 4000. The standard requires that I

comply with ethical requirements and plan and perform the audit to obtain assurance
about whether the activities, financial transactions and information reflected in the
financial statements are in compliance, in all material respects, with the authorities that
govern them. I believe that the audit evidence I have obtained is sufficient and
appropriate to provide a basis for my conclusion.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK N/ANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1Xa) of the Public Audit Act, 2015, based on the audit
procedures performed, except for the matters described in the Basis for Conclusion on
Effectiveness in use of lnternal Controls, Risk Management and Governance section of
my report, I confirm that, nothing else has come to my attention to cause me to believe
that internal controls, risk management and overall governance were not effective.

Basis for Conclusion

Lack of Fixed Asset Register

Management did not maintain a fixed asset register as at 30 June, 2021, as required by
Section 143 (1) of the Public Finance Management Act (National Government) which
states that the Accounting Officer shall be responsible for maintaining a register of assets
under his or her control or possession.

ln the circumstances, Authority's assets may not be fully accounted for and maybe at risk
of loss.

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standards
require that I plan and perform the audit to obtain assurance about whether effective
processes and systems of internal control, risk management and overall governance
were operating effectively, in all material respects. I believe that the audit evidence I have
obtained is sufficient and appropriate to provide a basis for my conclusion.

Responsibilities of Management and the Board of Directors

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with lnternational Public SectorAccounting Standards (Accrual
Basis) and for maintaining effective internal controls as l\Ianagement determines is
necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error and for its assessment of the effectiveness
of internal controls, risk management and governance.

Report ofthe Auditor-Generql on Kenya Rural Roads Authorityfor theyear ended 30 June, 2021
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!n preparing the financial statements, Management is responsible for assessing the
Authority's ability to continue to sustain its services, disclosing, as applicable, matters
related to sustainability of services and using the applicable basis of accounting unless
Management is aware of the intention to terminate the Authority or to cease operations.

Management is also responsible for the submission of the financial statements to the
Auditor-General in accordance with the provisions of Section 47 of the Public Audit Act,
2015.

ln addition to the responsibility for the preparation and presentation of the financial
statements described above, Management is also responsible for ensuring that the
activities, financial transactions and information reflected in the financial statements are
in compliance with the authorities which govern them, and that public resources are
applied in an effective way.

The Board of Directors is responsible for overseeing the Authority's financial reporting
process, reviewing the effectiveness of how Management monitors compliance with
relevant legislative and regulatory requirements, ensuring that effective processes and
systems are in place to address key roles and responsibilities in relation to governance
and risk management, and ensuring the adequacy and effectiveness of the control
environment.

Auditor-General's Responsibilities for the Audit

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditor's report that includes my opinion in accordance with the provisions
of Section 48 of the Public Audit Act, 2015 and submit the audit report in compliance with
Article 229(7) of the Constitution. Reasonable assurance is a high levelof assurance, but
is not a guarantee that an audit conducted in accordance with lSSAls will always detect
a material misstatement and weakness when it exists. Misstatements can arise from
fraud or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis
of these financial statements.

ln addition to the audit of the financial statements, a compliance audit is planned and
performed to express a conclusion about whether, in all material respects, the activities,
financial transactions and information reflected in the financial statements are in

compliance with the authorities that govern them and that public resources are applied in
an effective way, in accordance with the provisions of Article 229(6) of the Constitution
and submit the audit report in compliance with Article 229(7) of the Constitution.

Further, in planning and performing the audit of the financial statements and audit of
compliance, I consider internal controls in orderto give an assurance on the effectiveness
of internal controls, risk management and overall governance processes and systems in
accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 201 5 and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of
the internal control would not necessarily disclose all matters in the internal controls that
might be material weaknesses under the lSSAls. A material weakness is a condition in
which the design or operation of one or more of the internal controls components does

Report ofthe Auditor-General on Kenya Rural Roads Authorityfor theyear ended 30 June, 2021
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not reduce to a relatively low level the risk that misstatements caused by error or fraud in
amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions.

Because of its inherent limitations, internal controls may not prevent or detect
misstatements and instances of non-compliance. Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with the
policies and procedures may deteriorate.

As part of an audit conducted in accordance with lSSAls, I exercise professional
judgement and maintain professional skepticism throughout the audit. I also:

. ldentify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide a
basis for my opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control.

Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the Management.

Conclude on the appropriateness of the Management's use of the applicable basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the Authority's
ability to continue to sustain its services. lf I conclude that a material uncertainty exists,
I am required to draw attention in the auditor's report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to modify my opinion. My
conclusions are based on the audit evidence obtained up to the date of my audit
report. However, future events or conditions may cause the Authority to cease to
continue to sustain its services.

Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

Obtain sufficient appropriate audit evidence regarding the financial information and
business activities of the Authority to express an opinion on the financial statements.

. Perform such other procedures as I consider necessary in the circumstances.

I communicate with the Management regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies
in internal control that are identified during the audit.

I also provide Management with a statement that I have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships

Report ofthe Auditor-General on Kenya Rural Roads Authorityfor the year ended 30 June, 2021
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related safeguards.
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Nairobi
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STATEMENT OF FINANCIAL PERFORMAI\CE
FOR THE YBAR ENDED 30 JUNE 2021

Statement of Financial Performance

Note

2020-2021

Jun-21

Shs'000

2019-2020

Jun-20

Shs'000

Revenue from Non Exchange Transactions
Road Maintenance Levy Fund

Government Grants

Development partners' Grants

Total Revenue from Non Exchange Transactions
Revenue from Exchange Transactions
Finance Income

Other income

Rental Revenue

Total Revenue from Exchange Transactions

Total Revenue

6

7

8

22,115,430 23,781,150

l4l,67l l,l00,ggg

24,882,14922,257,101

9

l0
ll

1,217 ,717

1,043,030

187,68 I

1,922

1,232,633

23,474,818 26,114,782

,214,778
1,719

1,221

Road Works costs

Directors'Costs
Employment Costs

Repairs and maintenance

Other Operating Costs

Depreciation and armotization expense

Total Expenditure

Opertaing Deficit /Surplus for the year

The significant accounting policies on pages and

of these financial statements.

W,4n
Ag. Dire-cfor General
Eng. Philemon Kandie

oate..*f,\ !:r l+.'::1................

t2

l3

t4

l5
l6
t7

31,702,846

13,394

2,586,488

103,85 I

477,684

19,228,736

11,360

2,404,559

38,380

342,943
173,346

e

ll5 202

34,999,465 22,199,324

(t | ,524,646) 3,9 I 5,45 8

s on pages 38 to 73 form an integral part

Director 0tDirector
CPA Dan

o

ICPAK M. No
Date .

:6407

iil.qr.l+.r:.r.. Date ..rvlr/.r-:.......
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STATEMENT OF FINANCIAL POSITION AS AT 30.IUNE 2O2I

Note

2020-2021

Jun-21
Shs'000

2019-2020

Jun-20
Shs'000

Current Assets
Cash and cash equivalents

Receivables from exchange trarsactiors
Receivables from non exchange trarsactions
Inventories

Non-Currrent Assets
Property Plant and Equprnent
Road InfrastrucfiJre Assets
Capital Work [n Progress

Total Assests

41,916,427
16,l15,256
3,404,620

5 142

63,870,078 61,441,445

357,898
79,440,931

157,576 650

274,t78,047 237,375,479

338,048,125 298,816,924

l8
t9
l9
20

44,449,465
15,271,625
4,145,460

3,527

2t
22
23

356,553
I 18,640,409
155,181,085

Current liabilities
Payables from exchange transactiors
Payables from Non- Exchange transactiors
Employee benefit obligation

Non Curne nt Liabilities
Payables from exchange transactions

Total Liabilities

Net Assets

24
24
25

29,636,936 18,550,239

223,285 162,87 |
29,860,221 18,713,1l0

9,724,522 10,143,470
8,724,522 l0 143 70

38,584,743 28,856,580

299,463,382 269,960,344

24

GOK Developrrrcnt Fund
Revahrtaion Reserve

StaffMortgage Furd
Accumulated(De fic it)/ S urp lus

SCNA
SCNA
SCNA
SCNA

537,022
(9, l3 8,6 I 8)

381,452
2,386,028

308,064,979 267,192,864

Total Net Assets and Liabilities 299,463,382 269,960,344

The significant accounting policies on pages and the notes on pages 38 to 73 form an integral part

of these financial statements. The financial ents on pages 1 to 73 were approved for issue by

the board of directors on --------------------and ir behalf by

Vr0*
Ag. Director General
Eng. Philemon Kandie

oate. }1ls.d*p. e{.......

D Services Director
CPA Dan Manyasi
ICPAK M. No:6407

pate .?fllidxr.... 3r(:
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STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 30 JUNE 2021

Cash florvs fmm operating activities
Srrphs for the year
Adjustments for:
Prior Year adjustment
Depreciation of propefty, plant and equfinrent/Revaluation
Interest Incorrp
Changes in operating assets and liabilities
Receivables from exchange ftarsactions
Receivables from non exchange ftarsactions
Inventories
Payables from Non- exchange transactions
Payables from exchange transactions
Enployee benefit obligation

Net cash.from operat ing act iv ities

Cash flows fiom investing activities
Interest Income
Purchases ofProperty Plant and equipment
Addition in Road ffiastrwture assets

Net cash used in investing activities

Cash flows frcm Financing activities
Capital Grant received
Mortgage Fund

Net cash usedfrom investing activities

Net increase in cash and cash equivalents

Cash and cash equivalents at start ofyear

Cash and cash equivalents at end of year

The significant accounting policies on pages and

part of these financial statements.

-Nge

(11,524,646) 3,915,432

2020-2021
Jun-21
Shs'000

115,202
(1,214,778)

843,631
(740,840)

1,614

9,667,749
60,414

2019-2020
Jun-20
Shs'000

173,342
( 1,043,030)

2,789,718
2,409,271

(l 7)

(7,677,819)
38,403

(2,791,654) 605,299

1,214,778
(l 13,857)

(36,803,913)

1,043,030
(238,439)

(53,854,995)

(35,702,992) (53,050,403)

40,872,115
155,570

65,770,788
103,608

41,027,685 65,873,796

2,533,038

41,916,427

13.428,691

28,487,736

44,449,465 41,916,427

?ages 
38 to 73 form an integralon

Ser-vices

P")'.......)
Directtf'Ag. Director General

Eng. Philemon Kandie

Date. ?3J. sfl h.r:.+.r..............

Director Co
CPA Dan Manyasi
ICPAK M. No:6407

Date ...Btj.t?/rr:.. Date rc1[e{/r., 11
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STATEMEN'T OF COMPARISON OF BUDGET AND ACTUAL AMOUNT

DISCUSiSION

I. RMLF
Release by of RMLF Savings

2. Governments Grants
Release of Pending Bills by National Treasury

3. Finance Income
Prudent Cash Management

4. Other Income
Sale of Tenders documents limitations.

5. Expenditure
i. Road works Maintenance-Utilisation of Prior year balances by regional

offices
ii. Directors Costs-Curtailed Board activities due to Covid 19

iii. Maintenance Cost- Curtail activities due to Covid l9
iv. Operating Expenses - Curtail activities due to Covid l9
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NOTES TO THE FINANCIAL STATEMENTS
1. General Information

Kenya Rural Roads Authority (KeRRA) is a State Corporation established under the

Kenya Roads Act2007.The Authority is headed by a Board of Directors led by a chairman

with the Director General being the Chief Executive of the Authority. The Authority is

responsible for the management, development, rehabilitation and maintenance of the Rural

Road network in Kenya classified as D, E and others.

2. Statement of compliance and Basis of Preparation
The financial statements have been prepared on a historical cost basis except for the
measurement at re-valued amounts of certain items of property, plant and equipment,
marketable securities and financial instruments at fair value, impaired assets at their
estimated recoverable amounts and actuarially determined liabilities at their present value.
The preparation of financial statements in conformity with International Public Sector
Accounting Standards (IPSAS) allows the use of estimates and assumptions. It also requires
management to exercise judgement in the process of applying Kenya Rural Roads Authority
accounting policies. The areas involving a higher degree of judgement or complexity, or
where assumptions and estimates are significant to the financial statements, are disclosed in
Note 4

The financial statements have been prepared and presented in Kenya Shillings, which is the
functional and reporting currency of Kenya Rural Roads Authority .

The financial statements have been prepared in accordance with and comply with
International Public Sector Accounting Standards (IPSAS) issued by International Public

Sector Accounting Standards Board (IPSASB), the Public Financial Management Act, 2072,

Public Audit Act, 2015 and Kenya Roads Act2007.

3. Adoption of new and revised Standards

New and amended standards and interpretations in issue effective in the year
ended 30 June 2021.

l.

39



Itt'tt.t tr litrr',tl llourlt lrilltlt ilt'
Itttttrttl li,'1,11, 1 ttlltl i it!iutt'i(tl .\lttit'ttt('ttt\

I ur tlrr'tL'iil (lt(l((l .jlt' .ltttt, )lt) !

Applicable: 1st January 2021:
Amendments to IPSAS 13, to include the appropriate references to
IPSAS on impairment, in place of the current references to other
international and/or national accounting frameworks.

IPSAS 13, Leases and IPSAS 17, Property, Plant, and Equipment.
Amendments to remove transitional provisions which should have

been deleted when IPSAS 33, First Time Adoption of Accrual
Basis International Public Sector Accounting Standards (lPSASs)
was approved.

IPSAS 21, Impairment of Non-Cash-Generating Assets and
IPSAS 26,lmpatment of Cash Generating Assets.
Amendments to ensure consistency of impairment guidance to
account for revalued assets in the scope of IPSAS 17, Property,
Plant, and Equipment and IPSAS 31, Intangible Assets.

IPSAS 33. First-time Adoption of Accrual Basis International
Public Sector Accounting Standards (lPSASs).
Amendments to the implementation guidance on deemed cost in
IPSAS 33 to make it consistent with the core principles in the
Standard.

Other Improvements
to IPSAS

New and amended standards and interpretations in issue but not yet effective in the
year ended 30 June 2021

IPSAS 41: Financial
Instruments

Applicable: I't January 2023:
The objective of IPSAS 4l is to establish principles for the
financial reporting of financial assets and liabilities that will
present relevant and useful information to users of financial
statements for their assessment of the amounts, timing and
uncertainty of an entity's future cash flows.
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IPSAS 4l provides users of financial statements with more
useful information than IPSAS 29,by:
. Applying a single classification and measurement model for
financial assets that considers the characteristics ofthe asset's
cash flows and the objective for which the asset is held;

. Applying a single forward-looking expected credit loss model
that is applicable to all financial instruments subject to
impairment testing; and

. Applying an improved hedge accounting model that broadens
the hedging arrangements in scope of the guidance. The model
develops a strong link between an entity's risk management
strategies and the accounting treatment for instruments held as

part of the risk management strategy.

Applicable: l't January 2023
The objective of this Standard is to improve the relevance,
faithful representativeness and comparability of the information
that a reporting entity provides in its financial statements about
social benefits. The information provided should help users of
the financial statements and general purpose financial reports
assess:

(a) The nature of such social benefits provided by the entity;
(b) The key features of the operation of those social benefit
schemes; and
(c) The impact of such social benefits provided on the entity's
financial performance, financial position and cash flows.
(State the impact of the standard to the entitv if relevant)

IPSAS 42: Social
Benefits

Amendments

to Other

IPSAS

resulting from
IPSAS 41,

Financial

Instruments

a) Amendments to IPSAS 5, to update the guidance related

to the components of borrowing costs which were

inadvertently omitted when IPSAS 4l was issued.

b) Amendments to IPSAS 30, regarding illustrative

examples on hedging and credit risk which were

inadvertently omitted when IPSAS 4l was issued.

c) Amendments to IPSAS 30, to update the guidance for
accounting for financial guarantee contracts which were

inadvertently omitted when IPSAS 41 was issued.

Amendments to IPSAS 33, to update the guidance on
classifying financial instruments on initial adoption of
accrual basis IPSAS which were inadvertently omitted

Applicable: lst January 2023:
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ll. Early adoption of standards

The entity did not early - adopt any new or amended standards in year 2021.

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The principal accounting policies adopted in the preparation of these financial statements

are set out below. These policies have been consistently applied to all the years presented,

unless otherwise stated.

(a) Basis of Preparation

The financial statements have been prepared under the historical cost convention, unless

otherwise stated. The Financial Statements are presented in Kenya Shillings which is the

functional and reporting currency of the Authority and all values are rounded to the nearest

thousand (Ksh 000).

(b) Presentation of Financial Statements

The financial statements comprise of statement of financial performance, statement of
financial position, statement of changes in net assets/reserves, the statement of cash flows

and statement of comparison of budget and actual amount and the notes to the financial

statements.

The Authority classifies its expenditure by the nature of expense methodology

The disclosure on risks are presented in the financial risk management objectives and

policies contained in note 5.

(c) Budget lnformation
The original budget for FY 2019-2020 was approved by the National Assembly in June

2019. Subsequent revisions or additional appropriations were made to the approved budget

in accordance with specific approvals from the appropriate authorities.

The Authority's budget is prepared on a different basis to the actual income and expenditure

disclosed in the financial statements. The financial statements are prepared on accrual basis

using a classification based on the nature of expenses in the statement of financial

performance, whereas the budget is prepared on a cash basis. The amounts in the financial

statements were recast from the accrual basis to the cash basis and reclassified by

presentation to be on the same basis as the approved budget. A comparison of budget and

actual amounts, prepared on a comparable basis to the approved budget, is then presented in

the statement of comparison of budget and actual amounts.

In addition to the Basis difference, adjustments to amounts in the financial statements are

also made for differences in the formats and classification schemes adopted for the

presentation of the financial statements and the approved budget.
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(d) Taxation

The Authority is an appointed tax agent for Kenya Revenue Authority with the mandate to

withhold tax and remit to Kenya Revenue Authority. The withheld taxes are recognized as

current liabilities until paid to the relevant Authority.

Current income tax assets and liabilities for the current period are measured at the amount

expected to be recovered from or paid to the taxation authorities. The tax rates and tax laws

used to compute the amount are those that are enacted or substantively enacted, at the

reporting date in the area where the Entity operates and generates taxable income.

Current income tax relating to items recognized directly in net assets is recognized in net

assets and not in the statement of financial performance. Management periodically evaluates

positions taken in the tax returns with respect to situations in which applicable tax

regulations are subject to interpretation and establishes provisions where appropriate.

(e) Translation of foreign currencies

Transactions in foreign currencies are initially accounted for at the ruling rate of exchange

on the date of the transaction. Trade creditors or debtors denominated in foreign cuffency

are reported at the statement of financial position reporting date by applying the exchange

rate on that date. Exchange differences arising from the settlement of creditors, or from the

reporting of creditors at rates different from those at which they were initially recorded

during the period, are recognized as income or expenses in the period in which they arise.

(0 Revenue recognition

Revenue comprises the fair value of consideration received or receivable in the ordinary

course of business. In accordance with the Kenya Roads Act 2007, revenue comprises all
proceeds from the Kenya Roads Board Fund, Grants, Loans and donations from Central

Govemment and Development partners, and such moneys, sums or assets that may accrue

to the Authority. The revenue is for specified purposes including maintenance, rehabilitation
and development of the rural road network in Kenya.

The Authority recognizes revenue when the amount of revenue can be reliably measured

and it is probable that future economic benefits will flow to the Authority.

t) Road Maintenance Levy Fund
Receipts from the Road Maintenance Levy Fund comprise of 32o/o of collections from the

Road Maintenance Levy Fund administered by the Kenya Roads Board in accordance with
the Kenya Roads Board act 1999.

Proceeds from the Road Maintenance Levy Fund are generally recognized in the Statement

of Financial Performance on accrual basis.

ii) Agricultural Cess
The Agricultural Cess comprises of 80% of all monies collected as Cess in respect of tea and

coffee as per Agricultural Act. The fund is administered by Kenya Roads Board. Proceeds
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from agricultural Cess are recognized in the Statement of Financial Performance on accrual

basis.

iir) Transfersfrom Government and other entities
The Kenya Roads Act 2007 provides the Authority may receive all monies from any other

source provided for or donated or lent to the Authority. Such monies are recognized as they

accrue in the period in which the transfer becomes binding at fair value, in the 'Statement of
Financial Performance', unless the collectability is in doubt. The fair values can be

determined by reference to the market rate.

Where a transfer is subject to conditions that if unfulfilled require a return of the transferred

resources they are recognized as a liability until the condition is fulfilled.

iv) Interest Income
Interest income and expense, including interest income from non-derivative financial assets

are recognized at fair value through the Statement of Financial Performance using the

effective interest method. Interest income is accrued on a time basis and is calculated on call

and fixed deposits held with approved banking institutions.

v) Rental Income
Rental income arising from operating leases on investment properties is accounted for on a

straight-line basis over the lease terms and included in revenue.

vi) Other income
Other income arising from sale of tenders and fees levied by the Authority is accounted for

on receipt

(g) Financial Instruments
(D Financial assets

Financial assets within the scope of IPSAS 29 are classified as financial assets at fair value

through surplus or deficit, receivables, held-to-maturity investments or available-for-sale

financial assets, as appropriate. The Authority determines the classification of its financial

assets at initial recognition.

Receivobles

Receivables are non-derivative financial assets with fixed or determinable payments that are

not quoted in an active market. They arise when the Authority provides money or services

directly to a debtor with no intention of trading the receivable. Receivables mainly arise

from non-exchange transactions which accrue in the ordinary course of business and there

is no intention of trading the receivable.

Receivables are recognized initially at the fair value. They are subsequently measured at

amortized costs using the effective interest method less provision for impairment.

A provision for impairment of receivables is made when there is objective evidence that the

Authority will not be able to collect all amounts due according to the original terms of
receivables.
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The carrying value less discounts and any impairment provision of impairment is assumed

to approximate their fair values. For financial instruments such as short term receivables, no

disclosure of fair value is required when the carrying amount is a reasonable approximation

of fair value.

The Authority is allocated funds by the Govemment and Kenya Roads Board in accordance

with the approved budget and allocation criteria set out in the Kenya Roads Board Act, 1999.

The amounts allocated are referred to as 'disbursements' and are released to the Authority
based on the disbursement schedule. Any amounts not released at any time are recognized

as receivables.

Receivables are classified as current assets if payment is due within one year or less. If not,

they are presented as non-current assets.

(ii) Financial Liabilities
Financial liabilities within the scope of IPSAS 29 are classified as financial liabilities at fair
value through surplus or deficit or loans and borrowings, as appropriate. The Authority

determines the classification of its financial liabilities at initial recognition.

Payables

Payables are obligations to pay for goods or services that have been acquired in the ordinary

course of business from suppliers. Payables also include payments in respect social benefits

where formal agreements for specific amounts exist.

Payables are recognized initially at fair value and subsequently measured at amortized cost

using the effective interest method. The historical cost carrying amount of payables subject

to the normal credit terms usually approximates fair value. Payables are classified as current

liabilities if payment is due within one year or less (or in the normal operating cycle of
business if longer). If not, they are presented as non-current liabilities.

(h) Provisions

Provisions are recognized when the Authority has a present obligation (legal or constructive)

as a result of a past event, it is probable that the Authority will be required to settle the

obligation, and a reliable estimate can be made of the amount of obligation.

The amount recognized as a provision is the best estimate of the consideration required to

settle the present obligation at the reporting period end, taking into account the risks and

uncertainties surrounding the obligation.

Contingent Liabilities
The Authority does not recognize a contingent liability, but discloses details of any

contingencies in the notes to the financial statements, unless the possibility of an outflow of
resources embodying economic benefits or service potential is remote.

o
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Contingent assets

The Authority does not recognize a contingent asset, but discloses details of a possible asset

whose existence is contingent on the occurrence or non-occurrence of one or more uncertain

future events not wholly within the control of the Authority in the notes to the financial

statements.

Contingent assets are assessed continually to ensure that developments are appropriately

reflected in the financial statements. If it has become virtually certain that an inflow of
economic benefits or service potential will arise and the asset's value can be measured

reliably, the asset and the related revenue are recognized in the financial statements of the

period in which the change occurs

(D Operating leases

Leases of assets where a significant proportion of the risks and rewards of ownership are

retained by the lessor are classified as operating leases. Payments made/received under

operating leases are charged/credited to the statement of financial performance on a straight

line basis over the lease period. Prepaid operating lease rentals are recognized as assets and

are subsequently amortized over the lease period.

CI) Provision for liabilities and charges

Provisions are recognized when the company has a present legal or constructive obligation

as a result of past events, it is probable that an outflow of resources embodying economic

benefits will be required to settle the obligation, and a reliable estimate of the amount of the

obligation can be made.

(k) Property, plant and equipment

All categories of property, plant and equipment are initially recognized at cost and

subsequently carried at cost less accumulated depreciation and accumulated impairment

Iosses. Cost includes expenditure directly attributable to the acquisition of the assets.

Computer software, including the operating system that is an integral part of the related

hardware is capitalized as part of the computer equipment. All other items of property, plant

and equipment are subsequently carried at cost less accumulated depreciation and

accumulated impairment losses.

Subsequent costs are included in the asset's carrying amount or recognized as a separate

asset, as appropriate, only when it is probable that future economic benefits associated with
the item will flow to the company and the cost of the item can be measured reliably. Repairs

and maintenance expenses are charged to the statement of financial performance in the year

in which they are incurred.

Where an asset is acquired in a non-exchange transaction for nil or nominal consideration

the asset is initially measured at its fair value
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Depreciation is calculated using the straight line method to write down the cost of each asset

to its residual value over its estimated useful life using the following annual rates:

Buildings
Computers

Furniture and Fittings & Fixtures

Technical Equipment/Machinery

Motor Vehicles
Road Infrastructure Assets

Rate - %o

25%
33.3%
12.5%

12.50

25.0%

As no parts of items of property, plant and equipment have a cost that is significant in relation

to the total cost of the item, the same rate of depreciation is applied to the whole item.

The assets' residual values and useful lives are reviewed, and adjusted if appropriate, at each

balance sheet date. Gains and losses on disposal of property, plant and equipment are

determined by reference to their carrying amount and are taken into account in determining

operating surplus.

(l) SpecialisedPublicServiceAssets-InfrastructureAssets
International Valuation Standards Committee defines specialized public asset as an asset,

owned and/or controlled by a govemmental or quasi-governmental entity, for the provision

of some public service or good.

The authority deals in construction of roads infrastructure which falls in this category and

constitutes part of property, plant and equipment within the meaning of IPSASs.

Like other assets, all specialized public service assets provide either service potential or

future economic benefit. Service potential is a measure of the capacity of an asset to provide

services or benefits to those that use that asset. Future economic benefit is a measure of the

capacity of an asset to provide monetary benefits to those that hold or own that asset.

(m) Construction contracts

A construction contract is defined as a contract specifically negotiated for the construction

of an asset. Contract costs are recognized as assets in the period in which they are incurred.

Where the outcome of a construction contract can be estimated reliably, costs are recognized

by reference to the stage of completion of the contract activity at the end of the reporting
period, measured based on the proportion of contract costs incurred for work performed to

date relative to the estimated total contract costs, except where this would not be

representative of the stage of completion. Variations in contract work, claims and incentive

payments are included to the extent that the amount can be measured reliably and its payment

is considered probable.

The Authority uses the 'percentage-of-completion method' to determine the appropriate

amount to recognize in a given period. The stage of completion is measured by reference to
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the contract costs incurred up to the end of the reporting period as a percentage of total

estimated costs for each contract. Costs incurred in the year in connection with future activity

on a contract are excluded from contract costs in determining the stage of completion. They

,re presented as inventories, prepayments or other assets, depending on their nature.

Progress billings not yet paid to the contractors and retention are included within 'Payables'

in the statement of financial position.

Costs incurred on maintenance contracts are charged in the statement of financial

performance in the period in which they are incurred.

(n) Impairment of Non-Financial Assets

At each reporting period end, based on internal and external sources, the Authority reviews

the carrying amounts of its tangible and intangible assets to determine whether there is any

indication that those assets have suffered an impairment loss. If any such indication exists,

the recoverable amount of the asset is estimated in order to determine the extent of the

impairment loss.

Where it is not possible to estimate the recoverable amount of an individual asset, the

Authority estimates the recoverable value of the asset.

Impairment losses are recognized as an expense in the Statement of Financial Performance

whenever the carrying amount of an asset exceeds its recoverable amount. Where an

impairment loss subsequently reverses, the carrying amount of the asset is increased to the

revised estimate of its recoverable amount. A reversal of impairment loss is limited to the

assets carrying amount that would have been determined had no impairment loss been

recognized in prior years. A reversal of an impairment loss is credited to the Statement of
Financial Performance in the year reversals are recognized.

(o) Inventories

Inventory is measured at cost upon initial recognition. To the extent that inventory was

received through non-exchange transactions (for no cost or for a nominal cost), the cost of
the inventory is its fair value at the date of acquisition.

Costs incurred in bringing each product to its present location and condition is accounted

for, based on purchase cost using the weighted average cost method.

After initial recognition, inventory is measured at the lower of cost and net realizable value.

However, to the extent that a class of inventory is distributed or deployed at no charge or for

a nominal charge, that class of inventory is measured at the lower of cost and current

replacement cost.

Net realizable value is the estimated selling price in the ordinary course of operations, Iess

the estimated costs of completion and the estimated costs necessary to make the sale,

exchange, or distribution.

Inventories are recognized as an expense when deployed for utilization or consumption in

the ordinary course of operations of the Authority
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(p) Cash and Cash Equivalents

Cash and cash equivalents comprise cash on hand and cash at bank, short-term deposits on

call and highly liquid investments with an original maturity of three months or less, which

are readily convertible to known amounts of cash and are subject to insignificant risk of
changes in value. Bank account balances include amounts held at the various commercial

banks at the end ofthe financial year.

(q) Nature and purpose of reserves

The Authority creates and maintains reserves in terms of specific requirements.

The net assets are made of up of designated funds and accumulated reserve which are

explained as follows:

(i) Staff Mortgage Fund
The Authority established independently managed staff Mortgage Scheme Funds for

members of staff. The scheme is based on a minimum cash balance at the Kenya Commercial

Bank account commensurate with the mortgage amount. This cash balance, built up for the

scheme as a revolving fund.

(ii) Capital Fund
The Authority proposes to establish a Capital Fund in for the purpose of purchase of office
property plant and equipment.

(iii)Acc u m ulated s urp I us es/D eficit

Accumulated surpluses/ (deficit) represent excess operating revenue over expenditure which

has accumulated over the years. These funds are available for utilization in the Authority's

operations in the subsequent years.

(iv) Development Fund

Development fund represents the Authority's investment in infrastructure assets as funded

by the exchequer development vote.

(r) Changes in accounting policies and estimates

The Authority recognizes the effects of changes in accounting policy retrospectively. The

effects of changes in accounting policy are applied prospectively if retrospective application

is impractical.

(s) Employee Benefits

The Authority provides retirement benefits for its eligible employees. The Authority
operates defined contributions provident fund administered by an independent

administration company and trustees and which is funded by both the employee and

employer.

The Authority and its employees also contribute to the statutory pension scheme, The

National Social Security Funds (NSSF). Contributions are determined by the local statute
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.The Authority also sets aside on monthly basis the gratuity for its employees who are on

contract basis.

The contributions to fund obligations for the payment of retirement benefits are charged to

the statement of financial performance in the year in which they become payable.

The total expense recognized in the income statement of Shs Million (2020-2021: Shs

135-92 Million) represents contributions payable to the plan by the Authority at rates

specified in the rules of the plan. The expense has been included within the staff pension

costs under staff costs.

(t) Comparatives

Where necessary, comparative figures have been adjusted to conform to changes in
presentation of the Financial Statements as required by Intemational Public Sector

Accounting Standards and any amendment whenever necessary in the current year

(u) Subsequent Events

There have been no events subsequent to the financial year end with a significant impact on

the financial statements for the year ended June 30, 2018.

5. CRITICAL ACCOUNTING ESTIMATES, JUDGEMENTS AND
ASSUMPTIONS

In the process of applying the Authority's accounting policies, the directors have made

estimates and assumptions that affect the reported amounts of assets and liabilities and

disclosure of contingent assets and liabilities as at the date of the financial statements and

the reported amounts of revenues and expenses during the reporting period.

Estimates and judgments are continually evaluated and are based on historical experience

and other factors, including expectations of future events that are believed to be reasonable

under the circumstances. Although these estimates are based on the directors' knowledge of
current events and actions, actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to

accounting estimates are recognized in the period in which the estimate is revised if the

revision affects only that period or in the period of the revision and future periods if the

revision affects both current and future periods.

(a) Critical Judgments in Applying the Authority's Accounting Policies

In the process of applying the Authority's accounting policies, judgments have been made

in determining:

a

a

o

(b)

Whether the assets are impaired;

The classification of financial assets;

The going concern.

Critical Accounting Estimates and Assumptions

The key areas ofjudgments and sources of uncertainty in estimation are as set out below:
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(t) Contingent Liabilities
As disclosed in these financial statements, the Authority is exposed to various contingent

liabilities in the normal course of business. The directors evaluate the status of these

exposures on a regular basis to assess the probability of the Authority incurring related

liabilities. However, provisions are only made in the financial statements where, based on

the directors' evaluation, a present obligation has been established.

(it) Provisionfor Doubtful Debts

The Authority reviews its receivables to assess the likelihood of impairment. Provision for
impairment of receivables is established when there is objective evidence that the Authority
will not be able to collect all amounts due. Where necessary, an estimation of the amounts

irrecoverable is made in that year. Provision for impairment shall be recognized upon

approval by the Board of Directors.

(iit) Other Provisions

Other provisions are recognized when the Authority has legal or constructive obligation as

a result of past events, for which it is probable that an outflow of economic benefits will be

required to settle the obligation, and a reliable estimate can be made of the amount of the

obligation.

(iv) Impairment Losses

At each reporting period end, the Authority reviews the carrying amounts of its tangible and

intangible assets to determine whether there is any indication that those assets have suffered

an impairment loss. If any such indication exists, the recoverable amount of the asset is

estimated in order to determine the extent of the impairment loss.

Where it is not possible to estimate the recoverable amount of an individual asset, the

Authority estimates the recoverable value of the asset. Any impairment losses are recognized

as an expense immediately. Where an impairment loss subsequently reverses, the carrying

amount of the asset is increased to the revised estimate of its recoverable amount. A reversal

of an impairment loss is recognized as income immediately.
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2020-2021
Shs'000

2019-2020
Shs'000

6. Road Maintenance Levy
10% Constihrency Links Roads

10% Special allocation

22o/o Consfiircncy Roads Fund

RMLF Operations

Total Road Maintenance Levy

7. Other Government Grants
Developrnent Projects

Spot Irrprovenpnt Proj ects

Adminisnative firnds

Total Govemrnent Grants

Defened Incorne

Transfer to Developnrent Furd

8. Development Partners Grants
European Union

L'Agence Frangaise de Ddveloppernent(AFD)

Gerrnan DeveSrnent Bank(K F W)
AFD-lnterest

BADEA
Total Developnrent Partrrcrs'Grants

9. Finance Income
Interest from fixed deposits

Total Finance incorne

10. Other Income
Receipts from sale oftenders
Other Levies

Total other inconp

22,115,430 23,787,150

40,872,115 65,770,188

40,872,115 65,770,188

(40,872,115) (65,770,1 88)

61,131 232,899

778,576

43,274

195

80,345 46,250

141,67 | 1,100,999

1,214,778 1,043,030

1,214,778 1,043,030

3,028,979

8,360,833

6,574,98r
4,750,637

2,842,564
10,314,370

6,253,640
4,310,516

93

1,626

624

181,057

1,719 187,681

Other Levies income include receipts from recall of performance guarantees, bid bonds

and cross-cutting of roads.

11. Rental Revenue

Recefis from operating hase rental

Total Rental revenue

1,221 1,922

1,221 1,922

Rental income is rent income received from various Regional Office camps. The propeties

were inherited from our Parent Ministry.
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2020-2021

Shs'000

2019-2020

Shs'000

12. Road Works Expenditure
RMLF l0%-Corstituency Link Roads

RMLF 22o/o-Constitwncy Roads Furd
RMLF 1 0%- Special Allocation

Donor Funded Projects

Refimd Donor EU/KFW
GoK Spot Inprovenrent Ftlrds
Coffee Cess

Equilisation Furd

Total Road Wor*s Expenses

13. Directors'Costs
Emoh.rrrrcrfs

b.Non Executive Directors
Ernohrrerts

Training and fieH activities

Total Dirccton Costs

14. Employment Costs
Salaries and Wages

Persion and Gratuity costs

Medical and ksurance

Training and Developrrent

Travelling and acconpdation
Other Staffwelfire costs

Total employment Costs

15. Repairs and maintenance

Offce building

Furniture and equiprrrent

Motor vehicles

Total Repairs and Maintenance

31,702,846 19,228,736

3,931,129

7,050,037

8,117,540

r,257,936
70,1 3 8

10,975,r20
67

306,879

3,107,206

5,316,873

4,626,336
2,001,788

82,492

3,610,219

483,822

1,97 5 7,733

1,975 7,733

6,540
4 879

11,419 3,627

3,566
6t

13,394 11,360

1,870,936

249,455

98,752

113,976

231,990
22,040

1,777,944

215,034

232,658

47,944

108,204

28,775

2,586,488 2,404,559

13,609

47,645

42,598

5,374

l6,6ll
16,394
38,380
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2020-2021

Shs'000

2019-2020

Shs'000

16. Other Operating Expenses

Public relations and Corporate aftirs
Audit Fees

Advertisernent and pub lic try

Rent and Rates

Electicity and Water

C leaning and sanitation

Fuel and other vehicle rurndng expenses

Security

Corsultancies

Legal Fees

Printing and Stationery

CRC and tender evahntion Expenses

Telephone, Internet and Postage

Bank Charges

Office eryenses

Perforrnance C onftacting

Total Other Operating expenses

17. Depreciation and Amortization
Property Plant and equipnrent

Total Depreciation Expense

18. Cash and cash equivalents

Cash in hand and Bank

Staffrncrtgage Fund

Fixed term deposits

Total Cash and Cash equivalents

477,684 342,943

14,354 10,855

3,000

25,654

71,641

6,164
8,1 56

21,454

44,552

6,935
) )11

21,374

43,552

27,230

4,313

5362
34,524

13,375

18,063

9,521

16,667

67,322

53,838

12,198

3,915

39,425

99,356

30,807

10,809

12,744

75,890

115,202 173,346

115,202 173,342

23,583,789

1,272

20,864,404

30,285,049

1,098

11,630,280

44,449,465 47,916,427

The cash and bank balances as the funds are held with sound financial institutions

approved by Central Bank of Kenya as follows:
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2020-2021
Shs'000

2019-2020
Shs'000

KCB Bank Kenya limited

Equfy Bank Kenya Limited

Cooperative Bank Kenya Limited

NCBA Bank Kenya Limited

Cash in Hand

Total cash in hand and bank

43,826,196

1 45,1 35

315,583

162,422

129

41,152,399

153,682

424,867

I 85,138

341

44,449,465 ll2l9,4n_

For the purposes of the cash flow statement, cash and cash equivalents comprise balances

with less than three months' maturity from the date of acquisition, including cash in hand,

deposits held at call with banks and other short term highly liquid investments with
original maturities of three months

19. Receivables
a) Receivables from Exchange transactions
Contractors advances

Total Receivables fiom Exchange tmnsactions

15,271,625 16,115,256

15,271,625 16,115,256

b) Receivables fiom Non Exchange transactions

Advances to Staff

Deposits and Prepaynrents

Other Receivables(Accrued Incorne )

Total Receivables firm Non Exchange transactions

Total receivables
_4)45A60_ _3A04,O0
_r9Ar? w_ _r9,sr9,8?6

42,973

71,098

4,031,390

26,917

300

3,377,403

Receivables constitute short term liquid assets which are recoverable within one year.

Grants receivable represent development grants due from the National Govemment. The

maximum exposure to credit risk at the reporting date is the fair value of each class of

receivable mentioned above. The Authority does not hold any collateral as security. The

aged analysis of receivables is as follows:

2020-2021 20t9-2020
Shs'000 Shs'000

20. Inventories

Consumable stores

Total Inventories

3,527 5,142
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2020-2021
Shs'000

2019-2020
Shs'000

22. Road Infrastructure Assets

At lst July

Transfer from work in progess

23. Capital Work In Progress
At 1st Juty

Additions

Transfer to Road Infrastmcture Asset

24. Payables
(a) Exchange Transactions

Cunent:
Due to Contractors

Other Trade payabhs(General Suppliers)

StaffCreditors

Other Payab les(Accruals & provisions)

Total current

Non Cunent:
Contract Retention

Total Non Current

As at lst J'rty 2020

Additional Provisions

Provision utilised

As at 30th June 2021

79,440,931 67,992,504

11,448,42739 199 77

I 18,640,409 79,440,931

157,576,650

36,803,91 3

(39,199,477)

115,170,082

53,854,995

(11,448,427)

r55 181 085 157,576,650

28,174,015

1,109,1 l9
(2,384)

356, I 86

18,078,264

149,254

3,152

319,570

29,636,936 18,550,239

8,724,522 10,143,470

8,724,522 10,143,470

38,36 1,458 28,693,708

Current trade and other payables are expected to be settled in Authority's normal operating cycle

and within twelve months after the reporting period and are not attached to an unconditional right

to defer payment of the liability.

25. Employee Benefit obligations
Gratuity

IGh',000

48,235

105,960

Pension costs

IGh'000

76,233

7 ,143,44

Total

thh'000

124,468

98,817

69,090

58

I 54,1 95 223,285
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26. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES
The Authority has an integrated risk management framework/ strategy. The Authority's approach

to risk management is based on risk governance structures, risk management policies, risk

identification, measurement, monitoring and reporting. The risk management policies and systems

are reviewed regularly to ensure they are in tandem with the micro and macro environment,

regulatory guidelines, industry practice, market conditions as well as the services offered.

The Authority recognizes the critical role the risk management will continue to play in its endeavor

to carry out its business in a dynamic environment. The Board is committed to ensure that

corporate governance and risk management are deeply entrenched in the Authority's strategy and

culture. An elaborate risk management strategy that will provide direction on matters of policy and

guide the implementation and control has been developed.

The Authority core business involves major engagements with financial transactions and processes

which pose certain risks. Three types of risks are reported as part of the risk profile namely

operational, strategic and business continuity risks.

(i) Operational risks are events, hazards, variances or opportunities which could influence

the achievement of the Board's compliance and operational objectives.

(ii) Strategic risk is a significant unexpected or unpredictable change or outcome beyond what

was factored into the organization's strategy and business model which could have an

impact on the entity's performance.

(iii) Business continuity risks are those events, hazards, variances and opportunities which

could influence the continuity of the entity.

The Members of the Board have the overall responsibility for the establishment and oversight of
the Authority's risk management framework. The Authority has delegated its risk management to

the Audit and Risk Committee. One of the responsibilities of this committee is to review risk

management strategies to ensure that an effective efficient and transparent system of risk

management is maintained for sustainable management of the Authority.

The Authority's exposure to risks, its objectives, policies and processes for managing the risk and

the methods used to measure it have been consistently applied in the years presented, unless

otherwise stated. The Authority aims therefore to achieve an appropriate balance between the risk

and return and minimize potential adverse effects on its financial performance.

The financial management objectives and policies are as outlined below:
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a) Liquidity Risk

Liquidity risk is the risk that the Authority will not have sufficient financial resources to meet its

obligations when they fall due or will have to do so at excessive costs. This risk can arise from

mismatches in the timing of cash flows from revenue and capital/ operational outflows, assets and

liabilities according to their maturity profiles and can occur where cash flow streams have been

discontinued, etc. Funding risk arises when the necessary liquidity to fund illiquid asset positions

cannot be met at expected terms and when required.

The objective of the liquidity and funding management is to ensure that all foreseeable operational

and capital commitment expenditure can be met under both normal and stressed conditions and

the mismatch is controlled in line with allowable risk levels.

The Authority's has adopted an overall balance sheet approach which consolidates all sources and

uses of liquidity, while aiming to maintain a balance between liquidity, cash flows and interest rate

considerations. The Authority's liquidity and funding management process includes:

. Projecting cash flows and considering the cash required and optimizing the short term

requirements as well as the long term funding, maintaining balance sheet liquidity ratios,

o Maintaining/soliciting for a diverse range of funding sources with adequate back up facilities,

The Authority has an established corporate governance structure and process of managing risks

regarding guarantees and contingent liabilities.

The primary sources of revenue for the Authority are receipts from the Kenya Roads Board, mainly

receipts from Road Maintenance Levy Fund, and Grants from the central Government and

Development Partners.

The table below summarizes the maturity analysis for financial liabilities to their remaining

contractual maturities
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Period Ended 30th June 2021

Due to conffactors

Other Trade Payabhs

StaffCreditors

Contract Retention

Defened lnconre

Other Payables

Year Ended 30th June 2020

Due to contractors

Other Trade Payables

StaffCreditors

Contract Retention

Deferred Income

Other Payables

Less Than

lMonth

Between l-3
Months

Between 3-12

Months

28,17 4,015

Over One Year

8,724,522

l,l09,l l9
(2,384)

356,1 86

1,462,921.35 28,174,015 8,724,522

Over One Year

296,685.04

3,818.77

1 ,711,641.89

I 89,8 I 3.33

490,317.15 28,169,570 7,711,641.89

b) Market Risk

Market risk is the risk that the fair value of future cash flows of financial instruments will fluctuate

because of changes in foreign exchange rates, prices and interest rates. The objective of market

risk management policy is to protect and enhance the Statements of Financial Position and

performance by managing and controlling market risk exposures within acceptable parameters,

and to optimize the funding of business operations and facilitate capital expansion. The Authority

is exposed to the following market risks:

(i) Currency Risk

The currency risk is minimal as most of cash and cash equivalents held with banks are dominated

in Kenya Shillings.

(i, Price Risk
Kenya Roads Board collects Kshs. l8 per litre of diesel and petrol imported into the country,32Yo

of which is disbursed to the Authority. The Authority is exposed to the extent that the levy on

diesel and petrol is reduced or eliminated due to changes in the international fuel prices, inflation
or other macro indicators.

Less Than

lMonth

Between l-3

Months

Between 3-12

Months

28,169,570

61



I

h ctt.t'tt ll tr rtt l Rttrt rlt l r t t lt r t ri l.t'

I t t t t tt rt I ll t'lr t t't tt t r tl l: i t t tt t t t i tt I .\' I t t t I t I t ( t t I \

l or tltt ytttr ctrrlL,rl .jl);' .lttttt, )(tl I

The Road Maintenance Levy Fund is backed up by an Act of Parliament and changes thereof

require approval by Parliament.

(iir) Interest Rate Risk

The Authority's financial condition may be adversely affected as a result of changes in interest

rate levels. The interest rate risk is minimal as the Authority does not have any borrowings.

c) Credit Risk

The maximum exposure of the Authority to credit risk as at the balance sheet date is as follows

Period Ended 30th June 2021

Less Than

lMonth

Between l-3

Months

Between 3-12

Months

28,174,015

0ver One Year

Due to contractors

0ther Trade Payables

Staff Creditors

Contract Retention

Defened Income

0ther Payables

Year [nded 30th June 2020

Due to contractors

0ther Trade Payables

Staff Creditors

Contract Retention

Defened Income

0ther Payables

l,l09,l 19

(2,3 84)

8,124,522

356, r 86

1,462,921.35 28,174,015 8,,724,522

Less Than

lMonth 0ver One Year

296,685.04

3,81 8.77

7,711,641.89

l 89,8 r3.33

490J17.15 28,169,570 7,711,641.89

c) Operational Risk

Operational risk is the risk of direct or indirect loss arising from a wide variety of causes associated

with the Authority's processes, personnel, technology and infrastructure and from external factors

other than credit, market and liquidity risks such as legal and regulatory requirements and generally

acceptable standards of corporate behavior.

The Authority seeks to ensure that key operational risks are managed in a timely and effective

manner through a framework of policies, procedures and tools to identiff, assess, monitor and

report such risks.

Between l-3

Months

Between 3-12

Months

28, I 69,570
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The Authority's objective is to manage operational risk so as to balance the avoidance of financial

losses and damage to the Authority's reputation with overall cost effectiveness and to avoid control
procedures that restrict initiative and creativity.

The primary responsibility for the development and implementation of controls to address

operational risk is assigned to senior management. The responsibility is supported by the

development of overall standards for the management of operational risk in the following areas:

(i) Requirements for appropriate segregation of duties, including the independent authorization
of transactions;

(ii) Requirements for the reconciliation and monitoring of financial transactions;
(iii) Compliance with regulatory and legal requirements;
(iv) Documentation of controls and procedures;
(v) Requirements for the yearly assessment of operational risks faced and the adequacy of

controls and procedures to address the risks identified;
(vi) Requirement for the reporting of operational losses and proposed remedial action;
(vii) Training and professional development;
(viii) Ethical and business standards; and
(ix) Risk mitigation, including insurance where it is effective.

Operational risks are managed by the Internal Audit function established to spearhead and

coordinate risk management activities. The measures taken include proactively identifying,
analyzing and mitigating risks in all facets of the business.

d) Compliance and Regulatory Risk

Compliance and regulatory risk includes the risk of non-compliance with regulatory

requirements. The Authority has complied with all externally imposed requirements throughout

the year.

e) Legal Risk

Legal risks is the risk of unexpected loss, including reputational loss, arising from defective

transactions or contracts, claims being made or some other event resulting in a liability or the

loss for the authority, failure to protect the title to and inability to control the rights to assets of
the Authority (including intellectual property right), changes in law, or jurisdictional risk.

The Authority manages legal risk through the legal function, legal risk policies and procedures

and the effective use of internal controls and external lawyers.

27. Related Parties Balances and Transactions
The Authority regards a related party as a person or an entity with the ability to exert control

individually or jointly, or to exercise significant influence over the Authority, or vice versa.

63



otrd
Kenyo Rural

For the year

Members

and senior

(a) Rela

(i) Receipt

Receivabb

Payabh to

Payabbs

The

Training

Ttp

ir

Annual

Kerrya

The

Kenya

Key

Key

(b)

The

.N
fibd

Iated

from

a

Stotements
June 202 I

anagement are regarded as related parties and comprise the Director General

transactions

were carried out with related parties during the year.

2020-2021 2019-2020
Shs'000 Shs'000

40,872,115

22,115,430

65,770,188

23,781,150

62,987,545 89,551,337

directors

Excutive directors

1,975

6,540

4,879

7,733

3,566

6l
13,394 I1,360

balances arising from non-exchange transactions

outstanding balances with related parties as at 30m June202l

partbs - 923,051

--

partps 69,090 69,090

partbs can be analped as frllows:

923,051

923,051

parties can be analysed as fullows:

69,090 69,090
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Due to the uncertainty of the outcome of our Legal cases, it is not practically possible to estimate

the resulting liabilities and the effect they are likely to have on the results of the Authority's
operations, financial position or liquidity. Therefore no provision has been made in the financial

statements.

Kenya Revenue Authority is demanding over ksh 700 million as Corporation Tax. Management

is pursuing the issue through the Parent Ministry and The National Treasury.

28.
(,

(it)

Contingent fusets
Advance Guarantees

P erfornrance Guarantee

Contingent Assets and liabilities
C onti ngent Lia bilities

Contingent assets

2020-2021

Shs'000

SIN'000

19,893,449

13,564,591

2019-2020

Shs'000

Shs'000

20,255,664

13,875,812

33,458,039 34,131,476

29. Capital Commitments

Authorised and contracted for

Non-cancellable operating lease rentals are payable as follows:

Operating lease rent als

Non-cancellable operating lease rentals are payable as follows

Within one year

Later than one year but within five years

2020-2021

Jun-21
Shs'000

2019-2020

12 Months
Shs'000

25,496

26,770

52,266

The Authority has leased office premises under an operating lease. The lease typically runs for 5
years with an option for renewal. Lease payments are increased accordingly to reflect market

rentals. The Authority does not have an option to purchase the leased asset at the expiry of the
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lease

30.

Surphs

r0

an

ar

34.
The

after

Surplus

Kenyo Prrol

For lhe year
Annual

33.
The A
and

31. Fair

value of
The

There

Add:

Less

Add:

presented.

32. Events

uthoriv
Slotenrents

June 2021

are no contingent rents recognized in the Statement of Financial

of surplus as per Budget statement and statement of linancial

2020-2021

Shs'000

of Budget and Actual amounts (11,524,&6)

of Roadwork Costs to Infrast

to Development Fund

fiom Deferred Income

per Statement of financial perfon (1115241646)

ider that there is no material difflerence between the fair value and carrying

financial assets and liabilities, where fair value details have not been

reporting period

material adjusting and non- adjusting events after the reporting period
holding entity

is a State Corporation under the Ministry of Transport, Infrastructure, Housing
State Department of Infrastructure. Its ultimate parent is the

Kenya.

are presented in Kenya Shillings (Kshs.'000).
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APPENDIX III: INTER ENTITY TRANSFER
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r,09690l ro3.oo

20 I 9/2020
202U202t
2O2U2t\2t
202U202t

Tod R\U-tO'/. - C'iricrl Urkt
C. R}ffCSlNM.UCANON
@F/37lilYA/Vol I\(5u)
I@F/37llx)/A/Vol.IV(5ol )

ffi/l/A/volv({2)
Wm/l/A/VolV(12)
m/3/tvol5(15)
WN/3/A/!OL5(A)
m/l/A/volv({5)
WDC/FIN/3/ A/VOL,V (52)

R\n.F-l O./- - arHn.r S..r.rt^, {lotrrion

1/JnV20
tlilDY20
vG/20

2lNo\/20
olfc-20
t5/03/2o2t
t5/o)/zozt
tqtw 2t)21

2trcs/2t)2t
zt/05/ 2021

o7-JuL2l

l.7l2,ax),(xp (D
t.l 8E.28O.792 (X)

I.6!.E99.1{ I (X)

I ,21?.rH,{rxr (x)

529,flr).(lX)(l)
7{).1:1.%ou)

8.A75.7J0 (X)

6t.([,(m.(D
l.?12.5(u.m).(n
I,ls.2g),792.m
1,5!.aB,l4t m
l.x7.6.mm

J:9.dX).Un U)
7{.124.7S 0

8.675.7{ m
l.q)l,789,(m m

l(x).(xxxm m
l.olo,fiD,(u (x)

zot9/2021t
2020/202t
202u2021
2021v2021

202w2021
N2\v202t
2024202t
202w202t
2021y2021

202U202 I

2020/102t

r o-o7fJJf,.{5f,.00 10.1J5J33J53.00
D$ffmKProjcc!
KcIu /(,&Vol &(1015)
MOTIHUD& PW/-l{ 2VCJVOL t1/\7)

DWt^tta)ttat6l tlhJa\

T.rrl turh..d tutrd
27.O9JJ t I 35{.00

E@KNCHFQTBNMS

LVS tudCbnE6onrl

I@/Oe2ZVoll({:)
Im^)r3l2f,Voll(51)
K&/oZ3llZVoll(Jo)
I@^)Zll2:/Voll(53)
Gnsu[mFB Assoc6tes
GnsuhanFB Ass€6tcs
GnsuhanFB Asschtcs
GnsuhanrB Ass@ht.s
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