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l. Acronyms, Abbreviations and Glossary of Terms

A: Acronyms and Abbreviations

CEO

DG

CBK

ICPAK

IPSAS

MD

NT

OCOB

OAG

OSHA

PFM

PPE

PSASB

SAGAs

SC

WB

REREC

PSC

MoE

KEMP

GOK

SCAC

B: Glossary of Terms

Chief Executive Officer

Director General

Central Bank of Kenya

lnstitute of Certified Public Accountants of Kenya

Intemational Public Sector Accounting Standards

Managing Director

National Treasury

Office of the Controller of Budget

Office of the Auditor General

Occupational Safety and Health Act of 2007

Public Finance Management

Property Plant & Equipment

Public Sector Accounting Standards Board

Semi-Autonomous Govemment Agencies

State Corporations

World Bank

Rural Electrification and Renewable Energy Corporation

Public Service Commission

Ministry of Energy

Kenya Electricity Modemisation Project

Govemment of Kenya

State Corporation Advisory Committee

Fiduciary Management- Members of Management directly entrusted with the responsibility of
financial resources of the organisation

Comparative Year- Means the prior period
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2. Key Entity Information and Management

(a) Backgroundinformation

The Rural Electrification and Renewable Energy Corporation (REREC) is a State Corporation

established under section 43 of the Energy Act, of20l9. The Corporation as established shall be the

successor to the Rural Electrification Authority established under section 66 ofthe Energy Act No. l2

of2006 (now repealed) and subject to this Act, all rights, duties, obligations, assets and liabilities ofthe

Rural Electrification Authority existing at the commencement of this Act shall be automatically and

fully transf'erred to the Corporation and any reference to the Rural Electrification Authority in any

contract or document shall, for all purposes, be deemed to be a reference to the Corporation established

under the AcI.

(b) PrincipalActivities

Vision & Mission

Vision: "A green energy driven nation".

Mission: "To provide sustainable energy solutions for all through rural electrification and renewable
energy for social economic transformation."

Mandate of Rural Electrification & Renewable Energy Corporation

a. Oversee the implementation of the Rural Electrification Programme;

b.Manage the Rural Electrification Programme Fund established under section l43l

c. Source additional funds for the Rural Electrification Programme and renewable energy;

d.Develop and update the rural electrification master plans in consultation with County Govemments;

e. Develop and update the renewable energy master plan taking into account county specific needs and

the principle ofequity in the development ofrenewable energy resources;

i Support the establishment ofenergy centres in the counties;

g. Establish framework for collaboration with County Govemments in the discharge of its mandate;

h. Undertake on-farm and on station demonstration of wood-fuel species, seedling production and

management;

i. Undenake feasibility studies and maintain data with a view to availing the same to developers of

renewable energy resources;

j. Develop, promote and manage in collaboration with other agencies, the use of renewable energy and

technologies, including but not limited to biomass (biodiesel, bio-ethanol, charcoal, fuel-wood,

biogas) municipal waste, solar, wind, tidal waves, small hydropower and co-generation but

excluding geothermal;

lv
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k. Formulate, in conjunction with the Agency. a national strategy for coordinating research in

renewable energy;

l. Undertake, in conjunction with the Agency, research, development and dissemination of appropriate

renewable energy technologies:

m. Provide an enabling liamework for the efficient and sustainable production, conversion,

distribution, marketing and utilization of biomass, solar, wind, smallhydro's, municipal waste;

n.Promote, in conjunction with the agency responsible for forests, the use of fast maturing trees for

energy production including bio-fuels and the establishment of commercial woodlots including

peri-urban plantations;

o. Promote, in collaboration with other agencies, the development of appropriate local capacity for the

manufacture, installation, maintenance and operation of renewable technologies such as bio-

digesters, solar systems, turbines and other renewable energy technologies;

p. Promote intemational co-operation programmes tbcusing on renewable energy sources;

q.Harness opportunities offered under clean development mechanism and other mechanisms including,

but not limited to, carbon credit trading to promote the development and exploitation of renewable

energy sources;

r. Promote the development ofelectricity generation through co-generation by sugar millers;

s. Provide technical and other capacity building support to County Govemments in the discharge of
the function ofelectricity reticulation and energy regulation; and

t. Undertake any other duty or perform such other function as may be necessary for the execution of its

mandate under this Act.

(c) Key Management

The day to day management ofthe Corporation is under the following;

I . Board of Directors
2.Chief Executive Offi cer
3.General Managers
4. Managers.
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(d)

No.
t.

2.

3.

4.

5.

6.

7.

8.

9.

10.

I l.

t2.

13.

14.

15.

16.

17.

18.

19.

20.

21.

))
23.

24.

25.

26.

27.

28.

29.

30.

31.

32.

13.

34.

35.

36.

37.

Fiduciary Management

The key management personnel who held offrce during the

2023 and who had direct fiduciary responsibility were:

De3ignstion

ChiefExecutive Oflicer

General Manager, Corporate Services

Gerrral Marnger, Renewable Enerry and Research

General Manager, Power Distribution and Regional Coordination.

Gen€ral Mamger, Stratery and Busirrss DevelopnEnt

General Manager, lnternal Audit

General Manager, Hunan Resource & Administration

General Manager, FirEnce & ICT

Acting, Manager, Finance and AccounB

Manage., Admi ni stration

Corporation Secretary & Manager, t-egal Services

Manager, ICT

Manager, Hurmn Resource

Manager, Advocacy, Public Education & Awareness.

Manager, Research, Monitoring & Evaluation

Manager, Stpply Chain ManagerEnt

Matrager, Process Aldit

Manager, ResearcI Monitoring & Evaluation

Manager, Systen$ ard Forensic Audit

Manager, Srate$/ Planni ng

MarEger RerEwable Enerry, Research & Innovatiory' Manager, BiorEs Ener$/

Manager Business Developrrcnt

Mamger Corporate Commuication

Manager Operation and Maintenance

MarBger, Design

Manager Quality and Risk Management

Manager Ener$/ Cer ers

SecuIity

Manager, Ahernative Ener$/

Manager, Geospatial

Manager, Coast Regional Coordination

ManaSer , West Kenya Regional Coordination

Manager. North Rifl Regional Coordination

Manager, Central Rift Regional Coordination

Manager, Souh Nyana Regional Coordination

Manager , Mount Kenya Regional CoordinatiorF Moun KerD.a

Manager , Easterr\ Nairobi , Regional Coordination

financial year ended 30rh June

Narr
CPA Peter K Mbwua

CS Dr. Rose Mkalarna

Eng, Fred Tom Ishtgah

En& Dr. Jarnes Muriuki

Dr. David Gitonga

CPA Hassan YusufHaji

CHRP Sophia Githuku

CPA Davis Cheruiyot

CPA Fredrick Gicharu

Beatrice NjWtIIla

Sharon Tugee

Alex Kangetlre

CHRP Everl),n Koech

Wangari Githii

Joel C)mrr-sebe

Wilfied Oduor

CPA Emrnanuel Odero

Eng Jonathan Mbdu

Eric Jaoko

CPA. Francis Mdus

En& Ephamus Karriweru

Edward Gakunju

Chrisline Mwe.dwa Ndwiga

Derek Okova Wangaki

Eng, Terry l,urnbasi

Gilbert Mulai

Isaiah Kase OkLthe

Jillo Qonde

Eng. RoDald Kipkoech Kener

Wycliffe Onyango Abiero

Jackbed Turi Njangu

Michael Alfred Osewe Aprdo

En& Jonah Kosgei

En8, Gideon Gitonga Rwarnba

Nicholas Kiprono tangat

Fredrick NlarIlai

Eng. Nicholas Musembi Maudu
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Key Entity Information and Management (continued)

(e) FiduciaryOversightArrangements

The oversight for financial management is vested in the two Board Committees as discussed

below;

Audit Committee

The Audit Committee is basically the watchdog for the Corporation. It ensures that all the

systems in the Corporation are functioning properly. The main terms of reference as provided

for in the Board manual are as follows;

i. Support the Board of Directors in reviewing the effectiveness of the Corporation's

processes of Corporate Govemance;

ii. Review the annual financial statements and consider whether they are complete,

consistent and reflect appropriate accounting principles and make appropriate

recommendations for necessary action;

iii. Consider the effectiveness of the REREC intemal control systems established by

management to ensure compliance with policies, laws and regulations;

iv. Review and approve the intemal audit plan, charter and manual.

In addition to the Terms of Reference, the committee also has an Audit Committee Charter

that defines how they are supposed to execute their responsibilities.

Finance Committee

The committee is responsible for Financial Management and proper resource allocation in the

Corporation. The Terms of reference of the committee are as follows;

i. Develop and recommend to the Board the Corporation's Annual Budget;

ii. Develop strategies aimed at achieving financial sustainability lbr the Corporation;

iii. Consider and recommend to the Board Banking facilities and Corporation levels;

iv. Ensure proper financial management systems are in place;

vll
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(0 Entity Headquarters

Kawi House
Red Cross road
P.O Box 34585-00100
NAIROBI

(g) Entity Contects

Telephone: (254) 709 193 000
E-mail: info@rerec.co.ke
Website: www.rerec.co.k6

(h) Entity Bankers

I . The Co-operative Bank of Kenya Ltd
P.O. Box 48231 - 00100
Nairobi Business Centre
NAIROBI

2. Kenya Commercial Bank ofKenya Ltd
P.O Box 69695-00400
Milimani Branch
NAIROBI

3. Standard Chartered Bank Kenva Ltd
P.O Box986E3-80100
Kenyatta Avenue Brarch
NAIROBI

4. CFC Stanbic Bank Kenya Ltd.
P.O Box, 72833-00200
Upper Hill Branch
NAIROBI

5. Equity Bank Kenya Ltd
P.O Box 75 104-00200
Equity Cenue Branch
NAIROBI

6. National Bank of Kenya Ltd
P.O Box 3 8645-00100
South C-Red Cross Branch
NAIROBI

7. Citi Bank N.A Kenya
P.O Box 3071 l-00100
Citibank House
NAIROBI

vlll
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(i) IndependentAuditor

Auditor-General

Ofiice of the Auditor Gcneral

Anniversary Towers, University Way

P.O. Box 30084

GPO 00100

Nairobi, Kenya

0) Principrl Legal Adviser

The Attomey General

State law Office and Departnent of Justice

Harambee Avenue

P.O. Box 40112

City Square 00200

Nairobi, Kenya
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3. The Board of Directors/Council

I

Mr. Codfrey Lemiso- Chairperson
of the Board of Directors

Mr. Godfrey Lemiso was bom in the year
1969.

He was appointed as a non-executive
chairperson of the Corporati on on 20104/2023.

He holds Master of Arts (MA) in Peace and
Justice from the University of San Diego -
Califomia, United States of America (2004 -
2005) and a Bachelor of Arts Degree
(Geography and History) from Kenyatta
University (1990 - 1995).

Mr. Lemiso has an extensive work experience
in the public sector with lead roles in the Athi
Works Development Agency Board. He has
also worked at the Independent Electoral and
Boundaries Commission (IEBC) as well as the
United Nation Development Program fl-fNDP)
and several Non-Govemmental Organisations
discharging various roles.

2
Ms. Wacuka Ikua- Chairperson
of the Board of Directors

Ms. Wacuka Ikua was bom in the vear 1953.

She was appointed as

chairperson of the
t4/04/2022-20/04/23.

a non-executtve
Corporation from

She holds MA in Public Administration from
The Kennedy school of Govemment, Harvard
University, U.S.A. - 1993-1994 and BA in
Govemment and Sociology) from the
University ofNairobi, Kenya - 1973-1976.

She has over 35 years of experience working in
the public sector and at the World Bank with
lead roles in designing, budgeting, co-
ordinating and implementing development
programs. Capacity development, long and
short{erm technical assistance, consultancies,
reviews, studies, audits, procurement and
payments processes.

x
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Dr. Chris Kiptoo is the Principal Secretary.
National Treasury.
He was appointed Principal Secretary on
l'r December 2022. Dr. Kiptoo is the
immediate fbrmer Principal Secretary. Ministry
of Environment and Forestry. Befbre that. he

also served as a Principal Secretary at the State
Department of Trade, Ministry of Industry. and
Trade & Cooperatives. In his working career,
Dr. Kiptoo has acquired a rich wealth of
experience in economic policy analysis. mainly
gained at the Central Bank ol Kenya. Capital
Market Authority and the Intemational
Monetary Fund, where he has served in various
capacities.
His expertise especially relates to the design
and implementation of monetary policl',l
balance of payments and exchange rates; fiscal
operations and policyl financial sector matters
including capital markets; national
accounts/real seclor and macroeconomic
accountln . and modellin and fbrecastin

3

Dr. Chris Kiptoo- Principal Secretary,
The National Treasurv

4

Dr. Julius Muia - Principal Secretary,
The National Treasun

Dr. Julius Muia is thc Principal Secretary at
The National 'l-reasury. Prior to this, he was
the Principal Secretary at the State
Department lbr Planning - The National
Treasury and Planning. Belbre his
appointment as PS Planning. hc was the
Director General, Vision 2030 Delivery
Secretariat which operated under the Olllce
of the President, Republic of Kenya to
facilitate the implementation of Vision 2030.
School of Business, Dr Julius Muia graduated
with a First Class Honours Degree in
Accounling; Masler's Degree and PhD in
Finance tiom the same university. His
prof'essional qualifications include: Certitled
Public Accountant (CPA-K): Certified Public
Secretary (CPS-K), Associate Ken1,a Institute
ol [Jankers: Associate Chartered Institute ol'
Arbitrators: and Certilled Coach.

xl
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5

Mr. Alex Kamau Wachira
Principal Secretary, State Department
for Energr

Mr. Alex K. Wachira joins the State
Departnent for Energy as the Principal
Secretary with a wealth of experience from the
private sector where he worked variously as an
investment banker. Prior to his appoinfinent, he
worked with Faida Investment Bank where he
traded and structured Treasury bonds and
Corporate bonds at the Nairobi Stock
Exchange (NSE). His other assignments
include working with Dyer & Blair Investrnent
Bank and Cenghis Capital limited in the same
capacity. PS Wachira has served in various
leadership positions right from his university
days. He was a founding member of the Bonds
Market Association as well as a member of the
Steering Committee of the Kenya Association
of Stock Brokers and Investment Bankers
(KASIB). His contribution to the Bond's
market saw him being appointed to the Central
Depository Project at the Central Bank of
Kenya (CBK). ln 2021, the project dealt in
government securities worth 900 billion, the
highest tumover ever in Kenya.

6

Maj. Gen (Rtd) Dr. Gordon.O.
Kihalangwa, CBS
Principal Secretary, Ministry of Energy

Maj. Gen (Rtd) Dr. Gordon.O. Kihalangwa,
CBS was bom in the year 1956.
He is the Principal Secretary, Ministry of
Energy & Petroleum. Before joining the
Ministry, he served as the Director for
Immigration services from 2014 until March
2018 when he was appointed as the Principal
Secretary, State Department for Immigration
and Citizen Services, in the Ministry of Interior
and Coordination of National Government. He
also had a short stint as Principal Secretary,
Ministry of Defence in August 2019 and was
reassigned in the same capacity to the State
Department for Public Works in the Ministry
of Transport, Infrastructure, Housing, Urban
Development and Public Works in 2019.

He is an Alumni of the National Defence
College (K), National Defence College 'ensp'
(RSA) and Defence Staff College (K). He
holds a PhD and a Master's degree in
Intemational Studies and Diplomacy from
Washington Intemational University (WIU)-
United States of America. Diploma in Strategic
Studies and a Diploma in Intemational Studies
both from the University of Nairobi (UoN).

xll
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Dr. Stephen Ikikii, Ph.D. bom in the year 1978

He was appointed to the Corporation's Boarr
on2010512022.

He holds a Ph.D in Economics from Hacettepe
University. Master's Degree (MSc.) in
Financial Economics from Jomo Kenyatta
University of Agriculture & Technology and a
BSc (Mathematics) from Moi University.

He is a full member of Institute of Certitied
Investment and Financial Analysts (ICIFA). He
is a Deputy Director Investments with over l7
years' experience at the National Treasury. He
is highly skilled in Policy Analysis, Analyical
Skills, Economic Research and Strategic
Planning. He has represented the Cabinet
Secretary to the National Treasury in over l0
different Boards of State C'orporations.

He is a member of the Finance &
Administration and Audit Committees of the
Board.

7 Dr. Stephen lkikii, Ph.D
Alternate to Cabinet Secretary,
National Treasury & Planning

8
Mr. Peter N. Ngumi Altemate Director
Alternate PS State Department for
Energr

Mr. Peter N. Ngumi was bom in the year 1987

He was appointed to the Corporation's Board
on2011212022.
He is cunently pursuing a Masters in
Intemational Anti-Corruption Compliance and
Collective Action from the Intemational Anti-
Comrption Academy, Austria. He is an
Advocate ol the High Court ol Kenya with a

Bachelor of Laws Degree from Catholic
University of East Africa and a post graduate
Diploma lrom the Kenya School of Law. He
has over l0 years' experience in Civil,
Commercial, Conveyance and Intellectual
matters. He has been providing legal advice
and opinions to the Ministry and SAGAs in the
energy sector; and ensuring compliance with
regional and intemational instruments.

He is a Member oi the Finance &
Administration Committee, the Human
Resource Committee and the Strategy &
Project Implementation Committee of the
Board.

xl ll
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9

Mr. Sammy K. Choge

Mr. Sammy Choge was bom in the year 1952.

He is a Member of the Human Resource
Committee.

10.

Mr. Peter Kenneth Kimani

Mr. Peter Kenneth Kimani was bom in the year
1965.

He was appointed to the Corporation's Board
on24/0212023.

He holds a Bachelor of Commerce Degree
(BCom) fiom Inoorero University, Nairobi.
Additionally, he also holds a BTEC, National
Diploma, Business and Finance from
Woodwich College. He is a full member of
Institute of Ce(ified Investment and Financial
Analysts (ICIFA).

He has over 25 years' experience working in
National and lnlemational institutions.

He is the Chairperson of the Finance &
Administration Committee and a Member of
the Human Resource Committee of the Board.

ll

Mr. Mark Nderitu Muturi

Mr. Mark Nderitu Muturi was bom in the year
1987.

He was appointed to the Corporation's Board
on 24/02/2023.

He holds a Bachelors of Purchasing and
supplies Management from Jomo Kenyatta
University of and Technology. He also holds a
Diploma in Purchasing and Supplies
Management, Jomo Kenyatta University of
Agriculture and technology. He has extensive
experience in strategy, business development,
business process improvement, financial
leadership and strategy, people leadership,
offshorin g, controllership & compliance,

xlv
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business slart-ups, process design and
Financial Planning & Analysis.

He is the Chairperson of the Human Resource
Committee and a Member of the Finance &
Administration Committee of the Board.

12

Mr. Milton Lucheri

Mr. Milton Lucheri was bom in the year 1986.

He was appointed to the Corporation's Board
on24/0212023.

He holds a Masters Arts in Intemational
Relations and a Bachelor of Commerce Degree
in Finance from Kenyatta University. He has

extensive experience in Information
Technology which include web-based
accounting systems like Oracle, use of
microcomputers such as excel and other
software packages. He has been able to engage
in financial risks mitigation measures including
intemal controls and Anti-Money Laundering
(AML) procedures.

He is the Chairperson of the Strategy & Project
Implementation Committee and a Member of
the Audit Committee.

13.

Mr. Samuel Mugo Kimani

Mr. Samuel Mugo Kimani was bom in the year
1970.

He was appointed to the Corporation's Board
as an independent director ot ll/0512022-
t4/7t2f .

He holds Master's Degree in
Construction/Project Management from the
University of Nairobi and a Bachelor of
Science (B.Sc) in Civil Engineering from
the University of Nairobi.

He was the Chairman of the Strategy and
Project Implementation Committee of the
Board.

xv
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t4
Ms. Eva Clhebet Sawe

Ms.
1988

Eva Chebet Sawe was bom in the vear

She was appointed to the Corporation's Board
as an independent director on 1310512022-
14t7123.

She holds a Master's Degree Women
Leadership and Govemance in Africa (Gender
Option) fiom the University of Nairobi;
Bachelor ol'Laws (LLB) from Moi University
and a Post Craduate Diploma in Law liom the
Kenya School of Law. She is Currently
Pursuing a Master's Degree in Constitutional
and International Law (Distance Leaming) at
the University Ol South Atiica (UNISA).

She u,as the Chairperson ol the Audit
Committee and a member of the Strategy and
Project Implementation Committee.

15.

Mr. John Karamunya Limakamar

Mr. John Karamunya Limakamar was bom in
the year I 962.

He was appointed to the Corporation's Board
as an independent director on 1310512022-
t4t07 t2l.

He holds MA in Project Planning and
Management fiom the University of Nairobi;
Bachelors Degree in Project Planning and
Managemenl f'rom the University of Nairobil
Diploma in Mechanical Engineering from
Jomo Kenyatta University of Agriculture and
technology. He is Currently pursuing a PhD in
Project Planning and Management at the
Universitv of Nairobi.

He was a member of the Strategy and Project
Implementation Committee and the Human
Resource Committee of the Board.

xvl
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Ms. Rhodah Wanjiku Njuguna was bom in the
year 1965.

She was appointed to the Corporation's Board
as an independent director on 1410412022 -
24/02/23.

She holds an MA in Intemational Economics
and African Studies; Bachelor of Business
Administration in Govemment and Philosophy
and a Diploma in Intemational Relations.

She has a wide experience in Planning and
Development, Strategic Planning and Policy
Analysis.

She was the Chairperson of the Finance and
Administration Committee and a member of
the Strategy and Project Implementation
Committee of the Board.

16.

Ms. Rhodah Wanj iku Njuguna

t'7.

Ms. Mary Kanana Mwiti

Ms. Mary Kanana Mwiti was bom in the year
1974.

She was appointed to the Corporation's Board
as an independent director or 13/0512022 -
24/02/23.

She holds a Master of Science (MSc.) in
Human Resource Management from Jomo
Kenyatta University of Agriculture &.
Technology; Bachelor of Business
Administration in Human Resource
Management from Kenya Methodist University
and a Diploma in Management Studies from
St. Mary's College.

She was a member of the Human Resource and
Finance and Administration Committees of the
Board.

xvll
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18.

/

Professor Isaac Meroka Mbeche

Professor Issac Moreka Mbeche was bom in
the year 1952.
He was appointed to the Corporation's Board
as an independent director on 1410412022 -
5/8/2022.
He holds a Ph.D. from the University of
Lancaster, U.K.; Masters ol Art (M.A) from
the University of Nairobi; Bachelor of
Education (Science) - B.Ed. (Science) from the
University of Nairobi.

He has a wide experience in Strategic
Management. He is cunently the Deputy Vice-
Chancellor, Student AfTairs, University of
Nairobi and a Professor of Management
Science, University of Nairobi.
He was the Chairman of the Human Resource
Committee and a member of the Audit
Committees of the Board.

19.

Brig. (Rtd) Ibrahim Hassan Sora

Brig. (Rtd) lbrahim Hassan Sora was bom in
the year 1960.

He was appointed to the Corporation's Board
as an independent director on 14104/2022-
24/02/23.
He holds a Bachelor ol Business
Administration Diploma in International
Studies and a Diploma in Purchase and
Supplies.
He has a wide experience in Business
Processes and Warehousing. He worked in
Mititary Service for 38 years.
He was a member of the Human Resource
Committee and the Finance and
Administration Committee.

20

Mrs. Kula Halkano Hache
Alternate Principal Secretary, Ministry
of Enerry

Mrs. Kula Halkano Hache was bom in the year
1969.

She was appointed to the Corporation's Board
on I 7 I 0212022- 20/ 12122.

She hotds Master's Degree (Peace Building &
Conflict from Management) from Kenyatta
University and Bachelor of Education Degree
( Arts ) from Kenyatla University.
She was a member of the Audit and the Human
Resource Committees of the Board.
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Key Management Team

DetailsManagement
I

CPA Peter Mbugua
Chief Executive Olllcer

CPA Peter Mbugua assumed the position of CEO
on 20'h December 2017. Prior to that. he was the
Manager Finance.

He holds an MBA (Finance) and a Bachelor of
Commerce (B.COM) Hons liom University of
Nairobi.

He has worked with Telkom Kenya as head of
lreasury and assislanl manager
Peler is a Certified Public Accountant and has

been an active member ol'the Institute of Certitied
Public Accountants of Kenya (ICPAK).

He is also a finalist olCertified Public Secretaries
ol Kenya (ICPSK).

2

CS. Dr. Rose N. Mkalama
General Manager, Intbrmation
Education & Communication

CPS Dr. Rose Mkalama assumed the position of
the General Manager lnlbrmation, Education and
Communication in Februarv 2021.

She is responsible lbr the communication and
publicity ol the Corporation mandate across all
stakeholder groups and undertaking advocacy
programs to ensure that the corporation gets

strategic partnerships in project implementation.

Dr. Mkalama holds a doctorate in Business
Administration (PhD), a Master of Business
Administration (MBA), and a Bachelor's degree in
Laws (LLB) all fiom the University ol Nairobi.
Additionally, she hold a Master ol Laws in oil and
gas (LLM. oil and Gas) from Strathmore
University. She is also a Certified Utility
Management Specialist having qualitied fiom the
Institute of Public -Private Partnerships and the
Water Engineering and Development Centre ol
Loughborough University- Washington DC.

Dr. Mkalama is an Advocate of the High Court of
Kenya and a Certitled Secrelary of Kenya
(ICPSK).
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,

Eng. Tom Fred Ishuga
General Manager Renewable Energy
Research and Development

Fred Ishugah assumed the position of General
Manager Renewable Energy Research and
Development in Apil 2022.

He is responsible for the strategic and operational
leadership of the corporations Renewable and
Altemative Energy mandates.

He holds a Master's of Science in Engineering,
Shanghai Jiao Tong University and Bachelor of
Science (Energy Engineering).

He is a Certified Energy Manager, from the
Association of Energy Engineers. Registered
Environmental Impact Assessment Expert,
NEMA. Member of, Association of Energy
Professionals Eastem Africa. Member of IETTK

4

Dr. David Gitonga
General Manager, Strategy and
Business Development

Dr David Gitong4 assumed
General Manager, Strategy
Development in May 2018.

the position of
and Business

He is responsible for driving the corpoaration core
business of rural electrification through applied
research and strategy development, planning and
evaluation of project impacts, development of
alternative revenue strearns and management of
coporate quality management system and risk
management.

He holds a Bachelor of Science in Civil
Engineering (Hons) from Jomo Kenyatta
University of Agriculture and Technology
(JKUAT), Master's Degree in Integrated Water
Resources Management from University of Dar-
es-Salaam, and Doctor of Philosophy (PHD) in
Disaster Management and Humanitarian
Assistance at Masinde Muliro University of
Technolo MMUST

xx



5

Sophia Githuku
General Manager, HR./Admin

6

CPA Hassan Alhaji Yusuf Suleiman
General Manager Intemal Audit

CPA Hassan Yusuf assumed the position of
General Manager Intemal Audit in April2022.

He is in charge of Intemal Audit strategies, plans,
policies and systems and supervises periodic
reviews of both financial and non-financial
operations.

He is also a Lead Auditor in both Quality
Management systems and Information Security
Management Systems ISO/IEC. He is a
professional accountant with experience in
Auditing, Risk Management, Accounting, and
Finance. He was previously engaged with pubtic
institutions like the now-defunct Kenya Post and
Telecommunication and Lake Victoria North
Water Works Agency.

He is a member of the Institute ol Internal
Auditors [lA], Institute of Certified Public
Accountants of Kenya UCPAK], and most recently
an affiliated member of the Institute of Risk
Management [RM].
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Ms. Sophia Githuku assumed the position of
General Manager, HR/Admin in April2022.

She is in charge of the Human Resource
Administration Directorate. She is incharge
employee welfare and development.

and
of

She holds a Bachelor of Arts; sociology; Master
degree in Business Administration.

She is also a member Institute of Human
Resources Management member.
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7

Dr. Eng. James Muriuki
GM, PDRC/ Manager, Construction

Dr Eng. James Muriuki joined the corporation on
October 2020.

He is currently the General Manager of power
distribution and regional coordination. He ensures
that projects identified are designed and
implemented on time and in compliance with
acceptable quality design.

D. Eng. Muriuki holds a Ph.D. in Electrical
Engineering, Master of Science in Electrical
Engineering, Master of Science in project
management from JKUAT and a Bachelor of
Science degree in Electrical & Electronic
Engineering from the same institution.

He is a certified Professional Engineer and a
member of EBK, a corporate member of IEK, and
a licensed Electrician by EPRA with class A I .

I

CPA Davis Cheruiyot
General Manager Finance and ICT

CPA Davis Cheruiyot, assumed the position of

General Manager Finance and ICT In August

2023.

He is in charge of Finance, and ICT departments.

Previously he was the Manager Finance and

accounts and Manager, Finance and administration

since May 201 8 when he joined the organisation.

He holds a Master of Science in Finance and

Investment (MSFI), Bachelor of Business

Administralion -Finance & Accounting both from

Kenya Methodist University (KEMU).

He is a Certified Public Accountant and member

of ICPAK
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4. Chairman'sStatement

Introduction

On behalf of the Board of Directors, I am pleased to present the Annual Report and Financial Statements for

Rural Electrification and Renewable Energy Corporation (REREC) for the year ended 30'h June 2023. During

the year, the following were undertaken:

Strategic Outlook

REREC's third Strategic Plan for the period 2018/19 - 2022123 lapsed in June 2023. The Board of Directors

set the pace for the development ofa new Strategic Plan (2023 to 2028) and approved a roadmap based on

the 'Guidelines for the Development of the 5'h Generation Strategic Plans' fiom State Department for

Economic Planning. The Board also approved six (6) Key Results Area (KRAs) which will be the

strategic focus areas for the next five (5) years. This will be the 2nd Strategic Plan to be prepared by

the Rural Electrification and Renewable Energy Corporation (REREC). Another two (2) Strategic

Plans had been developed under REREC's predecessor, the Rural Electrification Authority (REA),

since inception in 2006.

Electrification of Public Facilities Projects and Programmes

In the financial year 2022/23 the Corporation had carried forward 1,304 projects from the previous years and

identified 200 new projects for implementation. As at 30th June 2023, the total number of commissioned

projects under Public Facilities programme was 854 comprising 762 under GOK funding and 92 under the

BADEA Development Partners funding. Another 147 projects were commissioned under the Last Mile

Constituency Transformers. A total of 323 learning institutions (primary, secondary and ECDCs) were also

commissioned. Out ofthe 1,304 projects carried forward, 722 projects were commissioned, 473 projects were

in progress while 70 projects were completed but were awaiting either joint inspection, shut down,

commissioning or digitization. Six (6) projects were done by KPLC and 33 projects were held down mostly

by wayleave issues. From the 200 identified new projects, 40 were commissioned, ll were completed but

awaiting either joint inspection, shut down, commissioning or digitization. One (l) project was done by

KPLC while the rest w€re at different stages of processing. A total of 52,3 l9 new customers/households were

connected to electricity during the period. There were 544 projects under implementation by 30'h June 2023,

and which are expected to be completed alongside other public facilities projects identified for electrification

during the FY2023124.

The Corporation also maintained 135 primary schools earlier installed with solar PV systems during the

Digital Learning Programme.
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Corporate Social Responsibility Activities

REREC's Corporate Social Responsibility (CSR) objective is to implement programmes that positively

impact the rural communities within which we operate. In the Financial Year 202212023, the Corporation

was involved in more than l0 CSR activities which included ddonation of classroom furniture to 6

institutions, donation oftextbooks to 6 institutions, donation of solar lamps to 150 fishermen in Amu Island,

Donation of household items. clothing, foodstuff, toiletries and electronics to disadvantaged families in Kilifi

County, construction of school fencing at Wekoye Primary School, donation of sanitary towels to 11

girls Institutions, donation of special assistive devices to 3 speciat schools among others.

f inancial Performance

The Corporation received a total of Ksh. 4.40 Billion during the year under review out of which Ksh.3.38

Billion was funded by the GOK, partnerships with counties, constituencies as well as generated intemally

and the balance of Ksh.l.02 Billion was raised through donor funds. These receipts were used to fund the

rccunent (22yo) and development expenditure (78%).

Future Prospects

The Corporation remains committed to the continued electrification of the rural population and offering

energy solutions. In the coming year, the Corporation will focus on productivity improvement and value

addition in its service provision.

Appreciation

I wish to thank my colleagues in the Board for their support and the staff of the Corporation for their efforts

during the year that has ensured that the Corporation meets its objectives. ln addition, I wish to thank the

Govemment and our development partners for their continued support to REREC during the year.

to

MR. GODFREY LEMISO

CHAIRPERSON

xxlv



Rural Electrification and Renewable Energr Corporation
Annual Report and Financial Statements
for the year ended June 30, 2023.
5. Report of the Chief Executive Officer

Introduction

Electrification of Public Facilities and Development of Renewable Energr Sources

The Corporation received a total of Ksh. 4.04billion in FY 2022123 out of which Ksh.3.9billion was for

development expenditure and Ksh.0.5billion was for recurrent. During the year, REREC managed to

commission a total of854 Public Facilities projects in the Country which included Trading Centres, Markets,

Villages, Health Centres, Administration offices, public Primary and Secondary Schools among others. From

these, there were 92 projects commissioned under development partner-funded BADEA programme. A total

of 135 Primary Schools earlier installed with Solar systems under the Digital Leaming Programme were also

scoped and maintained and connections done.

Last Mile Constituency Transformer project

ln 2022/23 REREC was allocated Kshs 500 Million to maximize transformers in Constituencies. The total

number of projects commissioned under the Transformer Maximization Programme were 147 identified and

carried forward fiom previous years. REREC managed to connect 52,319 new customers/households from all

commissioned projects. This was 6,000 more than what was connected the previous year.

Olderkesi and Buna Solar Solar Power Plants

The Olderkesi mini-grid power plant was olficially commissioned on Friday, October 7th 2022. The mini

grid is located at Olderkesi shopping centre in Narok West Constituency. The project provides the

community with clean and sustainable energy. It comprises of al2 KWp Solar PV system and was funded by

the German Academic Exchange Service (DAAD) and supported by the Technical University of Munich.

The project was jointly implemented by JKUAT and Rural Electrification and Renewable Energy

Corporation (REREC).

Buna Solar PV Power Mini Grid was also completed and commissioned during the period. The modern

300KW (AC) Power Plant is supported by 80kVA backup diesel generator, 0.6MVA 0.415/llkV Step Up

Sub Station with a remote monitoring system. lt provides an independent power supply system to the fast

growing centre, which lies l50kms from Wajir Town. The project has five (5) transformers serving 400

beneficiaries in both Buna and Malkagufu centres besides the public facilities within the area.

Board changes

In the third quarter of the year, the Cabinet Secretary for Energy and Petroleum appointed four (4) new

members to join the REREC Board of Directors. These included Peter Kenneth Kamau, Sammy Choge,

Milton Luchiri and Mark Nderitu Muturi.
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Financial Performance

The Corporation continues to pursue prudent financial management policies as attested to by the
financial results herein. As highlighted by the Chairman, out of the total receipts of Kshs 4.04
Billion during the year, 78Vo was channelled to capital expenditure while 22 7o was utilized on
recurrent expenditures.

Other important activities

During the year, the Corporation undertook a number of defining activities. This included Signing
of a partnership frameworkMOU with Bungoma, Busia, Homa Bay, Kisumu and Makueni County
Govemments, setting off the review of the corporate Strategic Ptan. REREC also participated in
different forums including the prestigious Africa Energy Forum (AEF) which took place in Kenya
from 20th to 23'd June 2023. The 25th Africa Energy Forum Under the theme "Africa for Africa -
Building Energy for the Just Transition," The Ministry of Energy and Petroleum and its State
Agencies collaborated with Energy net to host the event in the Country. This marked the first time
that Kenya hosted this esteemed forum that brings together key stakeholders and thought leaders
from around the world. The Corporation also took paa in The Kenya Power Manufacturers
Technology and Innovation Expo 2022, the 3rd Kenya Intemational Investment Conference (KIICO
2023) and the Institution ofEngineers of Kenya Convention 2023.

0ur Employees

Our staff remain the greatest asset ofthe Corporation. The Corporation will continue to build on the
commitment of the stafl through facilitating continuous professional development as well as
structured remuneration to ensure that they remain motivated in line with the Corporation's staff
retention policy.

Future Outlook

In the coming year, REREC will tbcus on facilitating the achievement of universal access and
providing energy solutions throughout the country.

Appreciation

I wish to acknowledge the commitment and dedication of staff who worked tirelessly to ensure that
they achieve set targets. Any form of achievement can only be made through commitment, hard
work and self-sacrifice. My sincere gratitude also goes out to the Rural Electrification and
Renewable Energy Corporation Board of Directors for the continued support accorded to us
throughout this process. We are also indebted to the Government and the Ministry of Energy and
our development partners for their support that has ensured successful implementation of the
REREC's mandate.

\
NQhotrfu6r,'-
CS. Dr. Rose N. Mkalama
CHIEF EXECUTIVE OFFICER
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6. Statement of Performance against Predetermined Objectives for FY 2022/2023

The Corporation has strategic pillars and objectives within its Strategic Plan for the FY 2018/2019-
2022/2023. These strategic pillars are as follows:

Pillar I : Renewable Energy development
Pillar 2: Electricity Connectivity
Pillar 3: Renewable Energy Research and Development
Pillar 4: Renewable Energy Research and Development
Pillar 5: Human Resource and institutional Capacity
Pillar 6: Financial Sustainability

The Corporation develops its annual work plans based on the above 6 pillars. Assessment of the Board's
performance against its annual work plan is done on a quarterly basis. The Corporation achieved its
performance targets set for the FY 202212023 period for its five strategic pillars, as indicated in the diagram
below:

Strategic Pillar Objective Key
Performance
Indicetors

Activities Achievements

Pillar l:
Renewable

Energy
development

To develop and

promote the use

of renewable

energy

No. of.
Renewable
Energy Sources

undertake Joint
Mapping of the
Renewable
Energy Resources
in the counties
Develop and
update the RE
(Renewable
Energy) Master
plan

To Support the
establishment of
energy Centres in
the counties

To establish
renewable energy
minigrids in off
grid areas

REREC has now
established
Biomass,
Altemative
Energy,
Renewable
Energy Research
and also Energy
Centre
departments to
bolster its
capacity for
Renewable
Energy.

Altemative
Energy
Department has

commenced
mapping of
Renewable
Energy
Resources as

they are being
implemented

RE (Renewable
Energy) projects
database is being
developed and
updated
REREC has

taken over l6

\
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Energr centres
and is in
discussion with
several counties
to set up Enerry
Centres
REREC Has
developed 27
Mini-grids in
off- grid
counties. Buna in
Wajir North has
been contracted
and is ongoing
implementation

Pillar 2:
Electricity
Connectivity

To increase
electriciw
connectivitv

No.of
Electricity
Connections
ofPublic
Facilities
No.of
Households
connected to
Electricity

Connection of public
Facilities and the
Households that are
within a radius of 600
metres from the grid

A total of I,054
public facilities
and transformer
projects
Energised in the
Financial Year
A total of46,420
customers
connected in the
Financial year

Pillar 3:
Renewable
Energy Research
and
Development

To promote
Research
and
Developmen
t in
Renewable
Energy

No. of
Research and
Development
programmes
carried out in
Renewable
Energy

Carry out a

baseline to
establish the
existing research
Institutions and
their scope of
activities.

To participate in
selected
Renewable
Energy
collaborations

Baseline studies
done and
Research
institutions
established
Research
collaboration
signed with
JKUAT, Nuclear
Power and
Energy Agency
(NuPEA)

Pillar 4:
Strategic
Collaborations

To establish

strategic

collaborations

with

stakeholders

No. of Strategic
collaborations
carried signed off
and executed

To develop a
collaboration
framework with
the county
govemments

Sign offworking
collaborations
with Counties

Development of
Proposals for
collaboration

REREC has

developed
collaborative
frameworks with
the counties of
Makueni, Busia,
Vihiga
Murang'a,
Bungoma and
Kiambu counties

Over 300
Proposals done
to various
stakeholders for
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Collaboration

Pillsr 5: Human
Resource and
institutional
Capacity

To build human

and strengthen

institutional

capacity

oZ of Human
Resource
complement
trained or
developed in
relevant fields

oZ of automation
of business
processes

o/o of Customer
satisfaction
attained

o% of Employee
Satisfaction
attained

Recruitment of
qualified staff

Automation of the
key activities of
the Corporation

Resolution of
Customer
complaints and
quarterly
reporting to the
CAJ

Employee
Satisfaction
Surveys done /
Face to Face
discussions

The Corporation
Recruited 230
Staff and
expecting
another 142 from
Enerry Centers
to build the
Human Resource
capacity and
implement the
enhanced
mandate as per

the Energy Act
2019

The Corporation
is at the Deploy
phase of
implementation
ofS4HANNA
for SAP system

The Corporation
was ranked Very
Cood in the
current
Evaluation by
the Commission
of Administrate
justice (CAJ

Staff are
regularly
engaged by
Heads of
Departments and
HR to gauge

their level ofJob
Satisfaction

xxlx



Rural Electrification and Renewable Energy Corporation
Annual Report and Financial Statements
for the year ended June 30, 2023.

HOW REREC HAS TIED ACHIEVEMENTS TO Pf,RFORMANCE CONTRACTS

The five-year Strategic Plan is the Medium-term drive ofthe Pillars, vision and Mission ofthe Corporation.

The Strategic objectives are the building blocks of the Performance contract which is developed and signed

annually between the Ministry and the Board of Directors of REREC. This is the Annual plan which is

cascaded down to all Directorates and Departments through Annual work plans signed off as Performance

contracts which are evaluated Quarterly to measure levels of achievement and corrective action taken.

Piller 6:
Financial
Sustainability

To achieve

financial

sustainability

% of Fund
generated by the
Corporation
compared to
Exchequer
remittances

Prioritize revenue
generating options

Develop financing
Proposals
(lnvestor Pack)

a Ensure effective
collection ofthe
5% Electricity

optimize the
materials stock
levels in REREC
Stores

Register potential
CDM projects and
seek Board
approval

REREC has
mobilised over
Kshs 200 Million
from Counties
and Constituents
for shilling to
Shilling
collaboration on
electrification of
Public facilities
REREC has

developed and
shared with
Investors l7no.
Value
propositions
Submission of

the REP Fund by
KPLC is

incorporated in
the Service Level
Agreement
Supply chain has

analysed all
materials in the
stores for
optimal
implementation
of Projects

a

The Kenya Off
grid Access
project (KOSAP)
funded by The
World bank is a
pioneer project
for REREC to
benefit from the
Clean
Development
Mechanism
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7. Corporate Governance Statement

Introduction

Section 43 of the Energy Act, 2019 establishes the Rural Electrification and Renewable Energy

Corporation (REREC) (hereinafter referred to as the Corporation). REREC's mandate is set out

under section 44 of the Act. Section 44 provides that, "The Corporation shall perform such

functions and exercise such powers as may be necessary under this Act to:-

a. Oversee the implementation of the Rural Electrification Programme;

b. Manage the Rural Electrification Programme Fund established under section 143;

c. Source additional funds for the Rural Electrification Programme and renewable energy;

d. Develop and update the rural electrification master plans in consultation with County Governments;

e. Develop and update the renewable energy master plan taking into account county specific needs and the

principle of equity in the development of renewable energy resourcesi

f. Support the establishment ofenergy centres in the counties;

g. Establish framework for collaboration with County Govemments in the discharge of its mandatel

h. Undertake on-farm and on station demonstration of wood-fuel species. seedling production and

managementi

i. Undertake feasibility studies and maintain data with a view to availing the same to developers of

renewable energy resources;

j. Develop, promote and manage in collaboration with other agencies, the use of renewable energy and

technologies, including but not limited to biomass (biodiesel, bio-ethanol, charcoal, fuel-wood, biogas)

municipal waste, solar, wind, tidal waves, small hydropower and co-generation but excluding

geothermal;

k. Formulate, in conjunction with the Agency, a national strategy for coordinating research in renewable

energy;

l. Undertake, in conjunction with the Agency, research, development and dissemination of appropriate

renewable energy technologiesl

m. Provide an enabling framework for the efficient and sustainable production, conversion, distribution,

marketing and utilization of biomass, solar, wind, small hydro's, municipal waste;

n. Promote, in conjunction with the agency responsible for forests, the use of fast maturing trees for energy

production including bio-fuels and the establishment of commercial woodlots including peri-urban

plantations;
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o. Promote, in collaboration with other agencies, the development of appropriate local capacity for the

manufacture, installation, maintenance and operation of renewable technologies such as bio digesters,

solar systems, turbines and other renewable energy technologies;

p. Promote international co-operation programmes focusing on renewable enerry sources;

q. Hamess opportunities offered under clean development mechanism and other mechanisms including, but

not limited to, carbon credit trading to promote the development and exploitation of renewable energr

sources;

r. Promote the development of electricity generation through co-generation by sugar millers;

s. Provide technical and other capacity building support to County Governments in the discharge of the

function ofelectricity reticulation and energy regulation; and

t. Undertake any other dury or perform such other function as may be necessary for the execution of its

mandate under this Act."

Corporote Governance Practices

Corporate governance refers to the manner in which the power of any organization is exercised in the

stewardship of the organization's total portfolio of assets and resources. This is with the objective of

maintaining and increasing the satisfaction of the stakeholders, in the context of the corporate vision and

mission. The Board of Directors and Management of REREC acknowledge that the Corporation, as an agent

of Government, manages public funds while electrifoing rural areas which require a high degree of

accountability. ln order to achieve its mandate and to properly report back to the owners on how well it has

utilized public resources, the Corporation has developed and embraced the ethos of good corporate

governance. To this end, the Corporation has taken deliberate measures to ensure that levels of govemance in

the Corporation are in line with accepted good governance standards. The main corporate Governance

practices and structures are set out in this statement.

Appointment of Directors

The Board of Directors of the Corporation is appointed pursuant to Section 45 ( I ) of the Energy Act, 2019.

This section also sets out mandatory qualifications that individuals must possess to qualifl for appointment

as directors. The chairperson is appointed by the President of the Republic of Kenya to serve for three (3)

years and may be re-appointed for one further term of three (3) years. Three Directors are appointed by the

Minister of Energy for a three (3) year term but can subsequently be re-appointed for a further term of three

years. Four Directors are appointed by the Council of County Governors for a three (3) year term but can

subsequently be re-appointed for a funher term ofthree years.

The Board consists of eleven (10) directors. Two are drawn from Government that is, the Permanent

Secretary, Ministry of Energy and the Permanent Secretary, Ministry of Finance. The chairman of the Board

and the other seven (7) directors are drawn from the private and public sector. This provides the necessary
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mix of skills, experience and expertise to the Board that are required to propel the Corporation towards

meeting its mandate of spearheading Kenya's renewable energr drive, in addition to implementing rurz

electrifi cation projects.

Interfaces between the Corporation and Government

The Corporation is a State Corporation pursuant to the State Corporations Act. It is a body corporate,

govemed by the principles of Corporate Govemance but being a State Corporation established by an Act of
Parliament, it does not have shareholders as defined in the Companies Act, Chapter 486. The equivalent to

shareholders is the Govemment, which under the State Corporations Act, has the ultimate legal authority

over State Corporations. To ensure proper linkages with Govemment and proper information flow, the

Permanent Secretary, Ministry of Finance and the Permanent Secretary, Ministry of Enerry are Board

members while the Inspector General (Corporations), Inspectorate of State Corporations, attends Board and

Commitlees meetings on invitation. The three are able to give policy direction to the Board to ensure

decisions made by the Board are in tandem with Govemment policy. Further, the Board, in keeping with

Government policy, consults widely with Treasury and the State Corporations Advisory Committee (SCAC)

through the parent ministry from time to time and is keen to implement guidelines that are issued by

Govemment from time to time through circulars.

Board Manual, Board Charter and Code of Ethics

The Board acknowledges that it is the custodian of good corporate govemance in the Corporation. It

therefore has the responsibility to ensure that proper Governance Structures are developed and properly

implementation. In furtherance of this, it has put in place structures both at the strategic and operational level

to support good corporate governance in the Corporation. At the operational level, all systems and procedure

manuals are in place and are continuously monitored through the various Board Committees. [n order to

guide its business, the board operates in accordance with the principles set out in its Board manual, Board

Charter and Code ofethics and conduct.

Board Manual

This is a reference guide for Directors ofthe Corporation. It seeks to expound and explain the collective and

individual powers, duties, obligations, responsibilities and Iiabilities of Directors. It also highlights the

requirements of good Corporate Govemance which are necessary to bring the standards of Corporate

Govemance in the Corporation up to lntemational best practice. Specifically, the Board Manual clearly spells

out the roles and duties of the Chairman, Directors, the CEO and Management; the liabilities of directors; the

interface between the Govemment and the Corporation; procedures and conduct of meetings; terms of
reference of various Board committees; capacity building of Directors and evaluation of the performance of

Directors. The Manual also elaborates the key tenets ofCorporate Govemance.
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Board Charter

The Charter seeks to facilitate the effectiveness of each Director's contribution, consistent with the standards

of independent judgement, ethics and integrity that Directors are expected to observe as they provide

leadership in achieving the Corporation's mandate as articulated in Section 44 ofthe Energy Act, 2019. By

abiding to the Charter and living the values ofthe Corporation, the Board has committed that it will provide

leadership and strategic direction to the staff in achieving the Vision and Mission of the Corporation. In

summary, the charter covers the following; that Directors shall always act in the interest of the Corporation;

have commitment to attend meetings and to meaningfully contribute to matters before the Board; uphold the

core values ofthe Corporation; observe confidentiality; be committed to Board evaluation at the end ofevery

year; be responsible to all stakeholders including staffand observe proper financial management ofthe public

funds bestowed on them.

Code of Ethics and Conduct for Directors and StaII

A Code of Ethics and Conduct for Directors and staff have been developed and signed by all directors and

staff as a demonstration of individual commitment in upholding good corporate governance. The code sets

out the ethical rules that govem the conduct of individual Directors and staff which are considered essential

in providing guidance and direction in the manner in which members ofthe Board and staff are expected to

conduct themselves when handling matters relating to the Corporation.

The Code of ethics is intended to establish standards of ethical conducl and behaviour for both the staff and

the Board of Directors of the Corporation, so as to maintain integriry and impartiality in the provision of

services to members ofthe public. The main areas in the code include; to always uphold good faith and act

honestly; to always promote and practice faimess to all stakeholders in the course of executing their mandate;

to have integrity and to always declare interest whenever there is an issue related to him/her that is before the

Board; upholding confidentiality in mafters ofthe Corporation lhat come to their aftention by vimre oftheir

positions as staff or directors; not involving themselves in any business transaction with the Corporation; not

to misuse Corporation property; compliance with Corporation's policies and being sensitive to the customers

that they serve.

The Roles end Responsibilities of the Chairperson

The Chairman of the Board who served during the year under review was Ms. Wacuka lkua from 14/04/22 to

2014/23 and Mr. Godfrey Lemiso from 20/4123. The Chairperson provides the required leadership to the

Board and manages the affairs of the Board with the assistance of the Chief Executive O{ficer. The main

duties of the chairperson include; Provision of overall leadership to the Board and chairing all board
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meetings; setting the agenda for meetings in consultation with the CEO and efficiently conducting board

meetings; hamessing the collective skills of the board and executive team; creating teamwork amonl

Directors and also between the Directors and Management; ensuring new directors are properly inducted;

encouraging directors to fully participate in board deliberations; overseeing the development of the Board's

annual business plan and preparation of the Corporation's annual Performance Contracts; ensuring that there

are constant strategies for monitoring and evaluating the effectiveness of the Board, the Chairman, individual

Directors, senior management and the entire Corporation; acting as an informal link between the Board,

Management and Govemment.

The Roles and Responsibilities ofthe Board

The functions of the Board are strategic in nature in that they provide overall leadership to management to

ensure that the Corporation is at all times on course in achieving its mandate. The Board of the Corporation is

mandated to exercise all the powers ofthe Corporation within the framework ofthe Energy Act,20l9 and the

laws and regulations that regulate State Corporations, in particular the State Corporations Acl, Chapter 446.

The main functions ofthe Board include:

(a) Manage, supervise and administer the assets of the Corporation in such a manner as best promotes the

purpose for which it is established;

(b) Determine the provisions to be made for capital, recurrent expenditure and reserves of the

Corporation;

(c) Receive any grants, gifts, donations or endowments on behalfofthe Corporation and make legitimate

disbursements there from;

(d) Open a banking account or bank accounts for the funds ofthe Corporation;

(e) Approve the annual work plan including the short and long term programs ofthe Corporalion; and

(f) Any other function that enhances or adds value to the proper performance ofthe Corporation.

The Directors who served during the year under review were;

No. Neme Position Appointment (Duration- From :

To)

Mr. Godfrev Lemiso Chairperson 20t04t23 To date

2 Ms. Wacuka Ikua Chairperson 14t04t22 20/04t23

J Dr. Stephen lkikii (Alternate to C.S. The

National Treasury)

Member 20/0st22 To date

4 Mr. Peter Noad Ngumi (Alternate to the

P.S. State Department for Energy,

Member 20/t2/22 To date
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5 Prof- Isaac Meroka Mbeche Member 14t04t22 05t08/23

6 Brig. (Rtd) Ibrahim Hassan Sora Member t4/04122 24t02/23

7 Ms. Rhodah Wanjiku Njuguna Member 14/04t22 24t02t23

8 Mrs. Marv Kanana Mwiti Member t3/05t22 24t02t23

9 Mr. Wahome Gitonga Member 5t08t22 24t02t23

l0 Mr. Mr. John Karamunya Limakamar Member t3t0st2022 14t07 t23

ll Mr. Samuel Mugo Kimani Member t110512022 t4/07 t23

t2 Ms. Eva Chebet Sawe Member 13t05t2022 t4/07 t23

l3 Mr- Milton Lucheri Member 24t02t23 To date

t4 Mr. Mark Muturi Nderitu Member 24102123 To date

l5 Mr. Sammy Choge Member 24t02t23 To date

t6 Mr. Peter Kenneth Kimani Member 24t02/23 To date
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The Roles and R€sponsibilities of the Chief Executive Olficer

The Chief Executive Officer (CEO) who served during the year under review was CPA. Peter Mbugua. The

CEO is the Corporation's most senior employee. The main responsibilities of the CEO are set out an the

Board manual and are summarized as follows; recommending policy, strategic direction and business plans

for Board's approval; in charge of the day to day running of the Corporation and implementing Board

decisions; submitting reporls on the performance of the Corporation to the Board; implementing the

corporate Strategic plan; submitting financial reports to the Board for approval before audit; preparing and

implementing the annual perlormance contract for the Corporation; Developing all the systems and

procedures and recommending them to the Board for approval; Preparation of quarterly Performance contract

reports; procurement of goods and services; preparation of funding proposals; attending to staff matters;

ensuring that a proper training programme for the staff and the Board is in place and properly implemented;

ensuring that the Corporation has the right staff at all times; putting in place a proper succession plan;

ensuring that there is a good working environment for staff; acting as the link between the Board and the

staff; communicating Board decisions to staffand creating teamwork work among the staffand also befween

the Board and management.

The Roles ofthe Corporation Secretary

Sharon Tugee served as the Corporation secretary from 6'h December,2022. The duties of the Corporation

secretary are enumerated in the Board manual as follows; in consultation with the CEO; provision of
secretarial services to the Board and Board committees; Organizing Board and Board committee meetings;
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advising management on content and organization of memoranda or presentations to the Board meetings;

Circulating Board papers to directors in good time to ensure that directors have sufficient time to prepare fi

Board and Board commiftee meetings; ensuring that minutes are taken in all meetings and that the minute

books are properly maintained; ensuring that that all Board commiftees are properly constituted and provided

with clear terms of reference; ensuring that the Corporation is at all times compliant with all the Laws and

Govemment policies issued from time to time; development and implementation of a schedule of Board and

Board committee meetings and other board activities every year, and development and implementation of a

capacity building programme for Directors.

Board Meetings

The State Corporations Act provides that the Board shall meet at least four (4) times in a year. The

responsibility of deciding the number of meetings that the Board and Board committee should hold is vested

on the Board. In order to ensure that Directors plan early, the schedule of Board meetings for each financial

year is approved by the Board at the beginning ofthe year. Special Board meetings may be called from time

to time to address specific issues that cannot wait for the scheduled meeting. Notices to board meelings are

sent fourteen (14) days before the meeting. Board papers are circulated at least seven days before meetings.

The Chairman provides leadership during Board meetings and strives to ensure open and constructive

discussions during the meetings. During the year under review, the Board held twelve ( l2) Board meetings.

The average attendance to Board meetings by Directors recorded during the year was about 85o%. This good

attendance made it possible for crucial decisions and approvals to be given and hence Management was able

to implement Board decisions in good time. The board is allowed to obtain outside independent professional

advice from qualified individuals if they consider it necessary. The costs for such services are met by the

Corporation to ensure involvement of Directors in Board matters, Directors are allowed to propose Agenda

items during Board meetings.

Committees of the Board

The State Corporations Act gives powers to the Board to constitute such other standing committees as it

deems fit. Board committees are designed to ensure that that lhe Board is run efficiently, effectively and in a

manner that embraces Corporate Govemance. They delve into issues that require aftention and in this way,

the committees are able to give greater attention to issues and then report back to the Board. This enables the

Board to deliberate on issues and make more informed decisions. In order to achieve this, the Board has

established four (4) committees as follows;

a) Audit Committee

b) Finance & Administration committee

c) Strate$i and Project Implementation Committee

d) Human Resources Committee
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In coming up with the members of the various Committees, the Board is guided by the area of specialization

of each Director.

The Committees meet at least four times in a year. However, special meetings may be called from time to

time to deal with specific matters. Notices to meetings are sent fourteen (14) days to the date ofthe meeting,

and papers for discussion are circulated seven (7) days to the date of the meeting. This way, members are

able to adequately prepare for meetings and give meaningful contribution.

Unless expressly delegated by the Board to one of its committees, all matters determined by committees are

submitted to the full Board as recommendations for Board decision. All committees are allowed to obtain

outside independent professional advice from qualified individuals to advice on specific issues if they

consider it necessary. The costs for such services are met by the Corporation. Each comminee has its own

terms of reference that guide its operations as summarized here below;

Audit Committee

The Audit Comminee is basically the watchdog for the Corporation. It ensures that all the systems in the

Corporation are functioning properly. The main terms of reference as provided for in the Board manual are as

fbllows;

(i) Support the Board of Directors in reviewing the effectiveness of the Corporation's processes of
Corporate Govemance;

(ii) Review the result of the audit on the financial statements by the Extemal Auditor or any other

inspector or investigator engaged by REREC;

(iii)Consider the effectiveness of the REREC intemal control systems established by management to

ensure compliance with policies, laws and regulations;

(iv) Review and approve the internal audit plan, charter and manual;

(v) Review the activities, organizational structure and qualifications ofthe internal auditors;

(vi)Assess managements' action on significant findings and audit recommendations and ensure that

action taken is adequate to maintain the integrity of the financial systems.

ln addition to the Terms of Reference, the commiftee also has an Audit Committee Chaner that defines how

they are supposed to execute their responsibilities.

Finance & Administration Committee

The committee is responsible for Financial Management and proper resource allocation in the Corporation

The Terms of reference of the committee are as follows;

(i) Develop and recommend to the Board the Corporation's Annual Budget;

(ii) Develop, review and approve major changes in the Corporation's accounting policies;

(iii) Oversee the preparation ofyear-end financial statements ofthe Corporation;
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(lv)

(v)

(vl)

Develop strategies aimed at achieving financial sustainabiliry for the Corporation;

Consider and recommend to the Board Banking facilities and Corporation levels;

Ensure proper financial management systems are in place;

Strategy and Project Implementation Committee

The main responsibility of this committee is to ensure that the Corporation's strategic plan is in place and is

being implemented. The Committee also monitors the Corporation's performance. The Committee's Terms

of reference are set out in the Board manual and summarized here below;

(i) Advise the Board on strategies to be adopted in order to enhance performance of the Corporation

towards achieving its mandate and objectives;

(ii) Develop annual work plans for the commiftee and ensure compliance with the same;

(iii) Receive and consider the reports of all proposed new business practices, policies and capital

development

(iv) Review the Corporation's Master plan from time to time and make recommendations for its

amendment to the Board;

(v) Develop, Review and oversee the implementation ofthe Corporation's corporate strategic plan;

(vi) Consider and make recommendations to the Board on an annual basis on project identification,

preliminary costing ofprojects and funds allocation;

(vii) Monitor the Corporation's performance.

Human Resources Committee

The overall responsibility of the Human Resource committee is to ensure that proper policies are developed

to manage the Corporation's human resource in accordance with the labour Laws and any other applicable

laws. Their Terms of Reference are enumerated in the Board manual and summarized here below:

(i) Oversee human resource planning and ensure that the Corporation has the right number of staff at the

right time and at the right place capable of delivering the Corporation's mandate;

(ii) Consider and recommend the Corporation's staff establishment and remuneration, including bonuses

and other incentives, to the Board for approval;

(iii) Consider staff recruitment and make recommendations to the Board and to ensure that the

recruitment process is done in a fair manner;

(iv) Approve the training plan for the Corporation and recommend the training budget to the Board for

approval;

(v) Develop and oversee the implementation of a health and safety policy for the staff in the work place

as required by the law;

(vi) Develop anti-sexual harassment policy, HIV policy and an equal employment policy for the
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Corporation as required by the law;

(vii) Develop and oversee the implementation of a comprehensive human resource manual for the staff;

and to review it from time to time;

(viii) Ensure that the Corporation complies with all the labour laws and Govemment circulars released by

the office of the President from time to time;

(ix) Ensure that staffhas a conducive work environment.

Directors Rem uneration

The Chairman and members ofthe Board are paid out of the funds of the Corporation, such sitting or other

remuneration and,/or benefits as the Board may, within the scales of remuneration specified from time to time

by the State Corporations Advisory Committee, approve.

Sharon Tu

Corporation Secretary & Manager Legal Services
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8. Statement of Directors Responsibilities

Section 8l of the Public Finance Management Act, 2012 and section 77 of the Energy Act 2006,
require the Directors to prepare financial statements in respect ofthat Corporation, which give a true
and fair view of the state of affairs of the Corporation at the end of the financial year and the
operating results ofthe Corporation for that year. The Directors are also required to ensure that the
Corporation keeps proper accounting records which disclose with reasonable accuracy the financial
position of the Corporation. The Directors are also responsible for safeguarding the assets of the
Corporation.

The Directors are responsible for the preparation and presentation of the Corporation's financial
statements, which give a true and fair view of the slate of affairs of the Corporation lor and as at the
end of the financial year ended on June 30, 2023. 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 entity; (iii) designing, implementing
and maintaining intemal controls relevant to the preparation and fair presentation of the financial
statements, and ensuring that they are free from material misstatements, whether due to enor or
fraud; (iv) safeguarding the assets of the Corporation; (v) selecting and applying appropriate
accounting policies; and (vi) making accounting estimates that are reasonable in the circumstances.

The Directors accept responsibility for the Corporation's financial statements, which have been
prepared using appropriate accounting policies supported by reasonable and prudent judgments and
estimates, in conformity with Inlemational Public Sector Accounting Standards (IPSAS), and in the
marner required by the PFM Act and the State Corporations Act. The Directors are of the opinion that
the Corporation's financial statements give a true and fair view of the state of Corporation's
transactions during the financial year ended June 30, 2023, and of the Corporation's financial position
as a1 that date. The Directors further confirm the completeness of the accounting records maintained
for the Corporation, which have been relied upon in the preparation of the Corporation's financial
statements as well as the adequacy ofthe systems of intemal financial control.

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

going concem for at least the next twelve months from the date ofthis statement.

Approval of the financial statements

The Corporation's financial statements were approved by the Board on
and signed on its behalfby:

J
CS. Dr. Rose N. Mkalama
Chief Executive Oflicer

2023

. Godfrey Lemiso
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REPORT OF THE AUDITOR-GENERAL ON RURAL ELECTRIFICATION AND
RENEWABLE ENERGY CORPORATION FOR THE YEAR ENDED 30 JUNE,2023

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 Lawfulness 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 regulation and that its internal controls, risk management and
governanc€ 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, 201 5. 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 the Rural Electrification and
Renewable Energy Corporation set out on pages 1 to 52, which comprise of the statement
of financial position as at 30 June, 2023, and the statement of financial periormanec,
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statement of changes in net assets, statement of cash flows and the statement of !
comparison of budget and adual 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 lhe Constitution of Kenya and Section 35 of the Public Audit
Act, 2015. 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 effect of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of Rural Electrification and Renewable Energy Corporation
as at 30 June, 2023, 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 AcL,2012 and the Energy Act,
2019.

Basis for Qualified Opinion

1. Unconfirmed Court Deposits

The statement of financial position reflects current portion of receivables from exchange
transactions balance of Kshs.793,982,000. As disclosed in Note 28 to the financial
statements, the balance includes Kshs.55,000,000 in respect of court case deposit
arising from dispute between a supplier of conductors and the Corporation. The court
instructed the deposit to be made in a joint account held by the advocates representing
the Corporation and the supplier. The existence of these monies held in the joint account
of the advocates could not be confirmed since no confirmation ofthe bank balance was
provided for audit verification.

Further, even though the Corporation never filed or appealed against this case, an
additional Kshs.5,0000,000 was deposited in court through its advocates as a condition
for appeal on the case in 2015.

ln the circumstances, the recoverability and ownership of court deposits totalling
Kshs.55,000,000 could not be confirmed.

2. Unsupported Trade and Other Payables from Exchange Transactions

The statement of financial position reflects trade and other payables from exchange
transactions balance of Kshs.2,367,38'1,000. As disclosed in Note 35 to the financial
statements, the balance includes trade creditors amounting to Kshs.1,334,790,000 which
was not supported by invoice, ledgers or any other form of documentation. The balance
has an increase of Kshs.140,810,000 compared to the previous year reported balance
of Kshs.1,193,980,000. Further, included in the balance is an amount of
Kshs.1 ,030,176,000 relating to payables which had been outstanding for more than ninety
(90) days.
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ln the circumstances, the accuracy and completeness of trade and other payables from
exchange transactions balance of Kshs 1,334,790,000 could not be confirmed.

3. lnaccuracies in Property, Plant and Equipment

3.1 Doubtful Training Expenditures

The statement of financial position reflects property, plant and equipment balanc,e of
Kshs.107,662,450,000 as disclosed in Note 32 to the financial statements. The balance
includes additions to computers amounting to Kshs.99,002,000. An expenditure
amounting to Kshs.3,910,156 was paid as daily subsistence allowances and air tickets to
Dubai to three staff to be trained on newly installed CCWs in its Mweiga yard and another
three staff as system administrators in readiness for an ERP activation that the
Corporation is yet to procure.

It is imperative to note that the Corporation had installed other yards and/or offices with
CCTVs and there were no new developments in the manufacturers' products and this visit
was unjustified. Additionally, no support evidence was provided for the payment on
training made by the supplier to the manufacturer.

Also, the staff did not provide proof of training and it remains unknown how such a
training was beneficial to the Corporation. The training on ERP was being sponsored by
the implementers of the system. Subsequently, neither the location of the training was
disclosed nor the evidence of payment of the training fee made available.

Further, back to office report by the trainees and/or certificates on completion of training
were not provided for audit review. The training of the software was supposed to be borne
by the supplier as provided for in the contract and, therefore, the Corporation should not
have incurred the expenditures.

ln the circumstances, the completeness and accuracy of the daily subsistence allowances
and air tickets payment to staff on training amounting to Kshs.3,910,156 could not be
confirmed.

3,2 Unaccounted for Tablets

The statement of financial position reflects property, plant and equipment balance of
Kshs.107,662,450,000. As disclosed in Note 32 to the financial statements, the balance
includes additions to computers amounting to Kshs.99,002,000. The Corporation
procured 30 Lenovo tablets at a unitary cost of Kshs.75,638 amounting to Kshs.2,269,140
out of which 13 tablets totalling Kshs.983,291 were not provided for verification, eleven
(1 1) of them were issued to the previous Board of Directors in September, 2022, eighl
months priorto end of their tenure. A physical verification on 1 Dec,ember, 2023 revealed
that none of the directors returned the tablets when their term lapsed, two more devices
could not be accounted for. Even though these devices could not be physically verified,
the Corporation still included them as their assets.
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ln the circumstances, the existence and accuracy of the tablets balance of Kshs.983,291
could not be ascertained

3.3 Unconfirmed Additions of the Energy Centres

The statement of financial position reflects property, plant and equipment balance of
Kshs.107,662,450,000. As disclosed in Note 32 to the financial statements, the balance
includes additions of Kshs.261,675,000 being the value of land and buildings, furniture
and fittings, computers and plant and equipment of seventeen energy Centers in the
country transferred during the year from the Ministry of Energy.

However, it was not established how the Corporation determined the value of the energy
Centers' land and buildings and recognized the same in the financial statements yet
fourteen ('14) of the energy Centres do not have title deeds to the land they occupy and,
therefore, the ownership could not be verified. ln addition, no valuation of these assets
was carried out to determine the actual values of the energy Centres.

Further, Management did not provide any reason why furniture and fittings, computers
and plant and equipment worth Kshs.2,174,800, Kshs.1,698,900 and Kshs.7,885,420
respectively totalling Kshs.11,759,12O being part of the additions from the energy Centres
were not depreciated during the year.

ln the circumstances, the accuracy and completeness of the energy Centres balance of
Kshs. 261,675,000 could not be confirmed.

3.4 Unsupported Expenditure on Land Survey Services

As previously reported, the statement of financial position reflects capltal work in progress
balance of Kshs.8,749,934,000. As disclosed in Note 32 to the financial statements, the
balance includes addition to capital work in progress of Kshs.7,929,365,000 out of
which Kshs.1,600,000,000 was paid to three (3) firms for land survey services. The review
of the balance revealed that it was for previous years for unspecified projects undertaken
by the Corporation. During audit, no evidence was made available of budgeting for the
services, their inclusion in the annual procurement plan and competitive procurement.
This was contrary to Section 45(3)(a) of the Public Procurement and Asset Disposal Act,
2015 which states that all procurement processes shall be within the approved budget of
the procuring entity and shall be planned by the procuring entity concerned through an
annual procurement plan.

ln addition, the services were not supported by local services orders, contract agreements
and reports by the three (3) firms indicating topographical maps and way leaves. Further,
Management response indicates that the survey payments to the three local firms are
under investigation by the Director of Criminal lnvestigation, and this has not been
disclosed as a footnote in the financial statements.

ln the circumstanc€s, the accuracy, completeness and validity of the land survey
expenditure amounting to Kshs.1,600,000,000 could not be confirmed.
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4.5 Unsupported Capital Work in Progress

As previously reported, the statement of financial position reflects property, plant and
equipment balance of Kshs.107,662,450,000. As disclosed in Note 32 to the financial
statements, the balance includes Kshs.8,749,934,000 for capital work in progress. Audit
review revealed some projects were initiated six (6) years ago and which remained
incomplete. lncluded in the balance were additions amounting to Kshs.7,929,365,000
which had no detailed breakdown of the projects name, location, date of inception, contact
sums, amount paid to date and status of the projects. Further, Management did not
provide detailed movement schedule indicating each project, opening balance, additions
during the year, closing balance and the project status report as at 30 June, 2023.

ln the circumstances, the accuracy and completeness of additions to capital work in
progress balance of Kshs.7,929,365,000 could not be confirmed.

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of the Rural Electrification and Renewable Energy
Corporation Management in accordance with ISSAI 130 on Code of Ethics. I have fulfilled
other ethical responsibilities in accordance with the ISSAI and in accordance with other
ethical requirements applicable to performing audits of financial statements in Kenya. I

believe that the audit evidence I have obtained is sufficient and appropriate to provide a
basis for my qualified opinion.

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 Matters

ln the audit report of 202112022 financial year, several issues were raised under the
Report on Financial Statements, Report on LaMulness and Effectiveness in Use of Public
Resources, and Report on Effectiveness of lnternal Controls, Risk Management and
Governance. However, the Management has not resolved the issues or given any
explanation for failure to resolve them.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution and based on the audit procedures
performed, except for the matters described in the Basis for Conclusion on LaMulness
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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 bedrr
applied laMully and in an effective way.

Basis for Conclusion

1. lnadequately lnsured Assets

The Corporation insured its ICT equipment in the year under review at a premium of
Kshs.709,785 for sum assured of Kshs.235,535,000. However, the computers,
accessories and other electronic equipment reported book value as at 30 June, 2022 was
Kshs.120,533,000. Further, 103 number laptops were procured in June 2022 and an
additional 256 number laptops procured in July, 2022. However, only 259 laptops were
insured leaving 100 laptops uninsured.

Further, the Corporation insured Lot 3 Garissa Solar Plant through a local undenivriter at
total premium amount of Kshs.43,045,045. However, the land where Garissa solar plant
lies is a disputed land and the Corporation does not possess a title deed for the land and,
therefore, the Corporation's assets are not adequately safeguarded.

ln the circumstances, the value for the funds spent on asset insurance could not be
confirmed.

2. Unapproved Staff Harmonization

The Corporation undertook a staff harmonization process that was only approved by the
Board during its 52nd Full Board meeting held on 6 December, 2022 vide minute number
6. However, neither the National Treasury approval confirming availability of funds nor
Salaries and Remuneration Commission approval was obtained. Further, Management
did not disclose the criteria of promotion which include inter alia years of experience/
service, academic qualifications, basis of merit regarding the appraisal documents.

ln the circumstances, the staff harmonization was not approved.

3. lrregular Extended Probation Period

The Corporation filled two hundred and thirty (230) vacant positions in March, 2022with
a six-month probation period ending in October, 2022. On expiry of the probation period,
only three (3) staff were confirmed while three were dismissed and ten were not assessed.
The remainder, two hundred and five (205), had their probation period extended by
another six months effective 1 October, 2022, to allow the Board to review their appraisal
reports for purposes of confirmation in employment. These decisions were made in the
121st Human Resource Committee meeting of the Board and ratified in the 52nd full board
meeting on the 1 9 October, 2022 and on 6 December, 2022 respectively.
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However, no concurrence was sought from the employees concerned as required in
Section 42(2) ot the Employment Act, 2007 that a probationary period shall not be more
than six months, but it may be extended for a further period of not more than six months
with the agreement of the employee. Though the management has demonstrated through
its Human Resources Policy instruments and Board's minutes approval for the extension
of the probation period, the consent of the concerned employees was not sought in line
with Section 42(2) ot lhe Employment Aci,2007.

ln the circumstances, Management was in breach of the law

4. lrregular Acting Allowance

Review of payroll and human resources records revealed that fifteen (15) officers were
holding various positions in acting capacity. These officers drew acting allowances for
more than six (6) months contrary to the provisions of Section 34(3) of the Public Service
Commission 4c1,2017 that states that an officer may be appointed in an acting capacity
for a period of at least thirty (30) days but not exceeding a period of six (6) months. ln
addition, the Corporation has continued to place these officers in those positions on expiry
of the acting periods without hiring them or compensating them, some since May 20221o
date.

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

5. Over-Payment of NHIF Deductions

During the year under review, the Corporation incurred employee costs amounting to
Kshs.1 ,661 ,512,000. lncluded in this cost were NHIF deductions totalling
Kshs.1 1 ,795,700.

However, the analysis of the NHIF deductions revealed that the Corporation did not
adhere to the bands given in making these statutory deductions resulting to some over
and under deductions resulting to some being below their bands while others were above-

The Corporation overcharged its employees by Kshs.501,200 contrary to section 16 (1)
ofthe NHIF Act, 1998 (Rev. 2012).

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

6. Abandoned Project

As previously reported, the contract for proposed building and civil works of go-down,
ablution block, perimeter wall, yard and cabro pavement in Kisumu was awarded at a
contract sum of Kshs.123,000,000 on 11 May,2017 for a duration of thirty (30)
weeks. lnspection of the project in September, 2023 revealed that there were no ongoing
activities and the contractor was not on site after partly constructing perimeter wall and
one godown. Construction had stopped atthe lintel level and roofing works had not been
carried out exposing the walls to damages and deteriorations.
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Management terminated the contract through a letter dated 30 March, 2022 but have now
retendered and awarded this contract. Futiher, the cost incurred so far had not been
reflected under capital work in progress.

ln the circumstances, value for money of Kshs.123,000,000 could not be confirmed

7. Enterprise Resources Planning Purchase

The SAP audit report on the existing SAP ERP system by SAP East Africa presented to
the 37th Special full board meeting held on 30 June, 2017 adopted and approved
purchase of S4HANA (ERP) system. Consequently, proposed capital budgets in the
financial years 201712018 and 201812019 of Kshs.400,000,000 and Kshs.200,000,000
respectively for investment in S4HANA technology were adopted and approved vide
minute 383.2 of the full board meeting held on 28 September, 20'17.

The Corporation awarded the tender and entered into several contracts with contractors
totalling Kshs.588,603,590 out of which Kshs.388,633,362 had been paid by the
Corporation. Subsequently to the above payments already incurred by the Corporation,
additional annual license maintenance costs have been paid for three years 202O,2021
and 2022 totalling Kshs. 1 31,539,659.

Also, amounts of Kshs.48,000,000 and Kshs.4,000,000 was incurred in academy training
for fifteen (15) key users and executive training respectively. The expenditure on
executive training was part of the contract and it was not explained why the Corporation
paid additional amounts.

As a result, Kshs.567,173,021 has been incurred on the S4Hana ERP since 2019 to
November, 2023, a project that seems stalled and anticipated benefits from its
implementation doubtful for the Corporation, four years since it started. The project was
to commence on 26 September, 2019 and be completed within twelve (12) months i.e.
27 September, 2020.

Further, the Corporation will continue to pay for annual licenses which have remained
unutilized and will remain so if the project is not completed occasioning a possible loss of
public funds.

ln the circumstances, the value for the funds incurred amounting to Kshs.567,173,021
could not be confirmed.

8. lrregular Utilization of Petroleum Development Levy Funds

Review of financial records revealed that the Corporation received an amount of
Kshs.1 ,669,000,000 from the Petroleum Development Fund which were utilized on
implementation of rural electrification projects. This was contrary to Section 4(4) of the
Petroleum Development Fund Act, 2012 which states that there shall be paid out of the
Petroleum Development Funds such monies as are necessary for the development of
common facilities for distribution or testing of oil products and matters relating to the
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development of the oil industry. Further, there was no evidenc,e of budgeting for the
expenditure and its inclusion in the annual procurement plan. This contravened Section
45 (3) (a) of the Public Procurement and Asset Disposal Act, 2015, which state that all
procurement processes shall be within the approved budget of the procuring entity and
shall be planned by the procuring entity concerned through procurement plan.

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

9. Unapproved lnvestment of Surplus Funds

Review of financial records revealed that the Corporalion had on call deposit balance of
Kshs.2,325,243,000 invested in three (3) bank accounts which increased from (3) banks
with a balance of Kshs.1,730,427,000 in the 202112022 financial year. However, the
investments were not approved by the Cabinet Secretary in charge of The National
Treasury as required by circular No.2212019 of 20 December, 2019. Further,
Management did not seek approval for opening and operating the bank accounts from
The National Treasury as required by Section 28 of the Public Finance Management Act,
2012.

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

10. lrregular Acquisition of Community Land

The Corporation constructed isolated diesel stations and solar mini-grids power stations
in Wajir, Mandera, Garissa and Turkana Counties on community land without following
proper procedure as governed by the Land Registration Act,2012, Land Act, 2012 and
the Community Land Act, 2016. lt was observed that irregular privatization/Government
use of community land is an infringement of the right of the communities to property and
socio-economic rights. Community lands are property held by the County Governments
for their people as ancestral, cultural and grazing land for themselves and in kust for their
future generations.

However, the Corporation has failed or neglected to regularize the acquisition of titles
thereby placing public and donor funds at risk of wastage should any problems arise.

ln the circumstances, Management was in breach of the law

11. Wayleaves

'l't.1 Wayleaves Creation and Registration

REREC's core business is the expansion of Kenya's Power grid in the rural areas to
provide electricity to areas that have never had it. To achieve this, REREC must acquire
wayleaves and register. However, review of the wayleaves presented revealed that
REREC got wayleaves consents by making occupants sign but had failed to complete the
process by having the same noted by the Directorate of Surveys and the land registries.
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During field visit carried out in September, 2023, it was noted that the Corporation did
acquire wayleaves from landowners in affected areas. However, it ttid not conform to the
requirements and procedures in the Land Act, 2012 and the Energy Act, 2019. The
wayleaves were also not registered as required as wayleaves in Kenya operate as public
rights of way and easements.

Further, a proper wayleave agreemenVconsent must contain the names of the contracting
parties, the description of the land, the consideration (if any), the obligations of both the
wayleave owner and the landowner, the demarcation and measurements of the power
line, the site plan and the consent. Both parties must sign the document. The document
being used by REREC fails on the above criteria as it does not capture all the information
required.

11.2 Wayleaves Compensation

The creation of wayleaves is a form of land acquisition as the occupant of the land
extinguishes as thread of his/her rights as to the portion of land that the entity will require.

During field inspections, it was noted that REREC does not compensate the landowners
who give consent for the use of their land. Field visit to Kisumu and Kakamega noted
that the people had not been properly sensitized on their rights to compensation on the
land and loss of their rights on areas where the Power lines will pass.

Further, the Corporation did not keep or have a valuation report for the damage it had
done for the areas it had placed power lines. The absence of valuation reports may open
the door for dubious and fictitious claims for compensation which will expose the
Corporation to losses.

1 1.3 Wayleaves Consent on Succession Lands

During field visit to Kakamega in September,2023, it was observed in some projects
where owners were deceased and their lands occupied by close and/or extended, these
current occupants purported to give consent for wayleaves as owners of the land without
providing any succession documents.

The Corporation has been conducting surveys all over the country since inception for its
mandate. However, it was observed that the surveyors have not been updating the
Directorate of surveys in Nairobi or the regional offices of acquisition of wayleaves for the
same to be noted and recorded. The above raises doubt as to the value for money that
the Kenyan people may enjoy when the records maps kept by the Directorate of survey
are not accurate and complete. For the foregoing reason the payment of the surveyors
who did not conform to the law raises questions on the sum spent by the entity to carry
out surveys made totalling Kshs.'l ,793,378,669 could not be confirmed.
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Additionally, it casts doubts as to where homogeneous rights, responsibilities, and
restrictions exist. Land parcel boundaries and restrictions are required to be
unambiguously defined both on the ground and on the map. The legality and nature of
the parcel boundaries and restrictions depend on whetherthey have been registered and
whether they are accurately defined.

Further, it was noted that the Corporation had given acquired wayleaves on land where
adjudication had not been done without causing to be prepared a demarcation map of the
adjudication area or an adjudication register, showing every parcel of land identified for
the wayleave by a distinguishing number.

11.4 Wayleaves Consent on Community Land

It was noted that REREC conducted surveys on lands that had not been adjudicated upon
a preserve of the Director of surveys. Similarly, no maps were registered as a true record
of the Survey with any Government registry and thus the records could not be verified for
accuracy and completeness.

Further, REREC as an entity has created wayleaves on unadjudicated lands and has
gone further to even collect the names of the people settled on those lands without first
adjudication creating general boundaries for public, communal and private rights to those
lands. This has been done in the sampled Counties of Turkana (Turkana West
Constituency) Lopacho Village and Kilifi County (Malindi) Ganda, Ward, Takaye Village.

The custodian of community land should be the one to sign as the trustee of the people
who occupy said lands. lt must be noted that the creation of wayleaves is a form of
acquisition as one acquires rights over another persons' lands where authority is granted
by the owner or trustee of the land. The occupiers of unregistered community land have
no rights that they can confer to REREC for the use of land occupied.

ln the foregoing circumstances, Management was in breach of the law.

The audit was conducted in accordance with the lnternational Standards for Supreme
Audit lnstitutions (lSSAI) 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
comply, 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.
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REPORT ON THE EFFECTIVENESS OF
MANAGEMENT AND GOVERNATIiCE

INTERNAL CONTROLS, RISK

Conclusion

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

Basis for Conclusion

1. Excess Board Committees Membership

The Corporation's board established four committees all of which had an excess member
as the membership exceeded a third of the entire board membership. Further, one board
member was in three committees contrary to the ceiling of the allowable maximum of two.
No written approval of the Cabinet Secretary on this exception was provided.

ln the circumstances, the Corporation incurred additional expenses of Kshs.520,000 for
the extra board member(s) in the committees while attending the committee meetings
and public funds may not have been prudently utilized.

2. lneffective Project Management

During the year under review, it was established that projects currently under
implementation by the Corporation are behind schedule as they take more than the
prescribed six (6) months for construction that is the standard period for labour and
transport contracts in the entity. This exposes the Corporation to litigations as the
contractors are operating without renewed/ valid contracts.

Perusal of documents for sampled projects in five counties contracted at a sum of
Kshs.356,428,533 revealed that they were behind completion schedule, yet some were
conceived and procured in 2015. This raises questions of inequality since some projects
in other areas are completed in time.

The audit was conducted in accordance with the lnternational Standards for Supreme
Audit lnstitutions (lSSAls) 2315 and 2330. The Standards require that I plan and perform
the audit to obtain assurance about whether effective processes and systems of internal
controls, 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.
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Responsibilities of the Management and Board of Directors

The Management is responsible for the preparatron and fair presentation of these
financial statements in accordance with lnternational Public Sector Accounting Standards
(Accrual Basis) and for maintaining effective internal controls as Management 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.

ln preparing the financial statements, Management is responsible for assessing the
Corporation'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
the Management is aware of the intention 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
comply with the authorities, which govern them, and that public resources are applied in
an effective way.

The Board is responsible for overseeing the Corporation'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 level of 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,
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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 lhe Constitution.

Further, in planning and performing the audit of the financial statements and audit of
compliance, I consider internal controls in order to give an assurance on the effectiveness
of internal controls, risk management and governance processes and systems in
accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 2015 and submit
the audit report in compliance with Article 229(7) of lhe Constitution. My consideration of
the internal controls 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 control components does 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 control 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.

a

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

Conclude on the appropriateness of 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
Corporation'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
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a

of my audit report. However, future events or conditions may cause the Corooration
to cease to continue 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 Corporation's to express an opinion on the financial
statements.

Perform such other procedures as I consider necessary in the circumstances

a

a

I communicate with Management regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in
internal controls 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
and other matters that may reasonably be thought to bear on my independence and
where applicable, related safeguards.

FCPA N nc a s
AUDITOR.GENERAL

Nairobi

15May,2024
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Rurrl Electrificotion end Renewable Energy Corporation
Annual Report and Financial Statements
for the year ended June 30,2023.

10. Statement ofFinancial Performance for the year ended 30 June 2023

Notes 2022-2023 202'.t.2022
Kshs'000' Kshs'000'

Revenue f rom non.exchange transactions
Property bxes revenue D

Public confibutons and donalions 7

Levies, Fines and penaltjes I 5,257,136 6,971,404

Transbrs fom oher govemment Enlites I 39s,390 360,000

5,652,526 7,331,&1

Revenue f rom exchange transactions

Rendering of services 10

Sale of watsr and electicity 11 u2,270 507,684

Finance income - exblnal invesfnenb 13 124,013 94,188

Ofier income 14 5,257 155,808

771,W 757,680

Total revenue 6,424,066 8,089,084

E,penses

Use of goods and services 15 498,689 36s,637

Employee cosb '16 1,661,512 1,059,726

Rem uneralion of directrs 17 29,836 26,870

Deprecialion and impairementexpense 18 2,281,868 1,818,345

Repairs and maintsnance 19 315,033 135,425
Tax Expense 26 3,732 2,954

Total ogenses 4,790,570 3,4{'8,958

Other gains/(losses)

Unrealized gain on fair yalue of innestnBnts 24 169,822

Surplus before tax 1,633,396 4,849,949

Tax Provision 21,885 19,417

Surplus/(deficit) for the period/year 1,6't l,51 1 4,830,532

The notes set out on pages 7 to
Statements set out on pages I to 6

t.sUo@r,{.l

50 form an integral part of these Financial Statements. The Financial

were s ed on behalfofthe Board of Directo v

CS. Dr. Rose N. Mkalama

Chief Executive Officer

CP vis C eruiyot
A,/d.t"D.........

Godfrey L,emisor.

General Manager Finance & ICT

ICPAK M/No:19351

Dare ll' b?'A4A-l

Chairman of the Board

Date

t
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Rural Electrification and Renewable Energy Corporation
Annual Report and Financial Statements
for the year ended June 30, 2023.

I l. Statement of Financial Position as at 30 June 2023

The lnancla ls tements set out on pag to6 were signed

CS. Dr. Rose N. Mkalama

Chief Executive Officer

CPA C ruivot

on behalf e Boar f Directors by:

()
r. Godfrey Lemiso

Chairman of the BoardGeneral Manager Finance & ICT

ICPAK M/lrlo: 19351

Dare H.01.%Zt,l

2

Notes 2022.2023 2021-m22

Kghs'000' Krhs'000'

Assets

Cunent asseb
Cash and cash equivalents 27 s,006,089 4,326,3'10

Cunent portion of receivables from exchange transactions 28 793,982 1 ,'139,469
Receivables from non-exchange transactions 29 11,290,098 10,052,998

lnventones 30 3,834,957 4,943,407

20,925,125 20,&2,1U
Nonrunent asseB
Property, plant and equipment 32 107,662,450 105,521,579

lntangible assets 33 19,195 15,321

Biological Assets v 1,U2
107,683,487 105,536,901

Total assets 128,608,611 125,999,084

Liabilities

Cunent liabilities

Trade and other payables from exchange lransactions 35 2,367,381 2,272,8s2
Refundable deposits from custom ers 36 200 200

Provisions a1 48,580 65,532
Defened income 39 280,000 280,000

Taxation 51 61,U7 270,521

2,758,008 2,889,106
Non+unent liabilities

Garissa Loan- National Treasury 53 13,605,736

Total liabilities 16,363,743 2,889,106
Net Asseb
Reserves

Development Reserves 50,074,835 45,937,097
Accumulated surplus 62,'l 16,438 77,119,287

Capital Fund 53,596 53,596
Total Reserves 112,24,868 123,109,980
Total Liabilities and Reserves 128,608,611 125,999,084

oate Nt. 6E, %\ Date ll.o7, LL,l



Rural Electrilicetion and Renewable Energt Corporation
Annual Report and Financiel Statements
for the year ended June 30, 2023.

12. Statement of Changes in Net Assets for the year ended 30 June 2023

At July l,2021 53,596 72,2t1,85 {3,9$,il6 116,258,096

DeEned hx oo excess deprecialon

Far value adjusfn eot on quobd inveslnenb

Totsl com prehensrve income 4,830,533 4,830,533
Development granb received durino he year 2,003,891 2,003,891

Un-used Leave Allowances wribn back 17,460 17,4fi
At June 30, 2022 53,506 77,119,zfi

'15,937,097
123,109,981

At July l, 2022 (Re8tatod) 53,596 74,ffi8,+t2 $,937,G7 12(),059,135

Tobl comprehensive income 1,611,511 '1,6'11,511

CaBbl/Development granb received during he year 4,278,319 4,278,319
Garissa Solar Power plant Loar recogniton (13,605,736) (13,605,736)

Debred hcome (280,000) (280,000)

Over provison Miitsn back 42,219 42,219

Audjustnenb abr audrt 124.227 124,227

Recognilon of Energy Centes asseb 261,675 261,675

Recogniton of Biological Asseb and hwnbries. Energy Cenles 1,971 1,971

At June 30, 2023 53,596 62,116,{38 50,071,835 112,2U,8ffi



. Rural Electrification and Renewable Energy Corporation
Annual Report and Finsncial Statements
for the year ended June 30, 2023.

13. Statement ofCash Flows for the year ended 30 June 2023

2022-m23 2021.m22
Kshr'000' Kshs'000'

Cash flouG f rom operating aclivities

Rsceipt!
Levies 8,323,499 6,899,678

Government granb and subsidies 1,214:261 1,180,000

Sale of Power 308,326 875,463

Finance income 124,013 94,188
ffier inmme 5,257 155,808

Total Receiptr 9,975,356 9,205,137

PayrDnt!
Compensaton of employees 1,661,512 1,023,066

Goods and services 425,019 365,637

Rent paid 73,670 54,340

Taxation paid 3,732 2,554

Oher paymenb 344,869 162,295

Total PayrEntg 2,508,802 1,608,292

l{et cash flotE from oporating aclivities 7,466,554 7,596,846

Cash floua from inwsting activities
Purchase ot property, plant equipment and inbngible asseb (6,786,776) (9,217,765)

Proceeds from sale of property, plant and Equipment

Decrease in non+urrent receivables

lncrease in investrnenb

Net cash florvs used in in\rasting aclivitior (6,786,776) (9,217,765)

Cash flort/! from financing aclivities
Proceeds from Donors

Repayment ol borrowings

lncrease in deposib

Net cash flows used in financin g aclivitieg
Net increasd(decrease) in cash and cash equi\ralentg 679,778 (1,620,919)

Cash and cash equivalenb at 1 July 2022 4,326,310 5,9.7,2n
Cash and cash equiElents at 30 June 2023 5,006,089 4,326,310
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14. Statement of Comparison of Budget and Actusl tmounts for the year ended 30 June 2023

OOX ADr.oD.Ltloo

Eldrqlri Devdogn€rf 1,211,m DX,m 986,00 7$,5m (232,5m) 76X TtE lgrsxr w6 rIt Ghrsod by ,p N*,td lrcGtxy ftuih MoE h tl
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Rural Electrificrtion and Renewable Energy Corporsaion
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15. Notes to the Financial Statements

l. General Information

Rural Electrification and Renewable Energy Corporation was established by an Act of
Parliament 43 of Energy Act 2019 and derives its authority and accountability from Energy

Act 2019. The entity is wholly owned by the Govemment of Kenya and is domiciled in

Kenya. The entity's principal activity is rural electrification and renewable energy.

2. Statement ofCompliance and Basis ofPreparation

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 Intemational Public Sector

Accounting Standards (IPSAS) allows the use of estimates and assumptions. lt also

requires management to exercise judgement in the process of applying the Corporation's

accounting policies. The areas involving a higher degree ofjudgement or complexity, or

where assumptions and estimates are significant to the financial statements, are disclosed

in Note 5.

The financial statements have been prepared and presented in Kenya Shillings, which is

the functional and reporting currency ofthe Corporation.

The financial statements have been prepared in accordance with the PFM Act, the State

Corporations Act and Intemational Public Sector Accounting Standards (IPSAS). The

accounting policies adopted have been consistently applied to all the years presented.
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Notes to the Financial Statements (Continued)

3. Adoption ofNew and Revised Standards

i. New and amended standards and inlerprelations in issue eflective in the year ended 30

June 2023.

IPSAS 4I:

Financial

Instruments

Applicable: l't January 2023:

The objective oflPSAS 4l is to establish principles for the financial

reporting offinancial assets and liabilities that will present relevant

and useful information to users of financial statements for their

assessment ofthe amounts, timing and uncertainty ofan Entity's

future cash flows.

IPSAS 4l provides users offinancial 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 ofthe

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.

IPSAS 42: Social

Benefits

Applicable: l"t January 2023

The objective ofthis Standard is to improve the relevance, faithful

representativeness and comparability ofthe information that a

reporting Entity provides in its financial statements about social

benefits. The information provided should help usen ofthe financial

statements and general-purpose financial repons assess:

(a) The nature ofsuch social benefits provided by the Entity.
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(b) The key features ofthe operation ofthose social benefit

schemes; and

(c) The impact ofsuch social benefits provided on the Entity's

financial performance, financial position and cash flows.

Amendments to

Other IPSAS

resulting from

IPSAS 4I,

Financial

lnstruments

Applicable: lst January 2023:

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

the components ofborrowing costs which were

inadvenently omitted when IPSAS 4l was issued.

b) Amendments to IPSAS 30, regarding illustrative examples

on hedging and credit risk which were inadvertently omifted

when IPSAS 4l was issued.

c) Amendments to IPSAS 30, to update the guidance for

accounting for financial guaranteed contracts which were

inadvertently omitted when IPSAS 4l was issued.

d) Amendmens to IPSAS 33, to update the guidance on

classifring financial instruments on initial adoption of
accrual basis IPSAS which were inadvertently omitted when

IPSAS 4l was issued.

Other

improvements to

IPSAS

Applicable Ir January 2023

o IPSAS 22 Disclosure ofFinancial Information about the

General Government Sector. Amendments to refer to the latest

System ofNational Accounts (SNA 2008).

o IPSAS 39: Employee Benefits. Now deletes the term composite

social security benefits as it is no longer defined in IPSAS.

o IPSAS 29: Finenciel iostruments: Recognition and

Measurement. Standard no longer included in the 2023 IPSAS

handbook as it is now superseded by IPSAS 4l which is

applicable from ln January 2023.
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Notes to the Financial Statements (Continued)

ii. New and amended standards and interpretations in issue but nol yel elfedive in lhe

year ended 30 June 2023.

Early adoption of standards

The Entity did not early - adopt any new or amended standards in the financial year

2023.

IPSAS 43 Applicable Id January 2025

The standard sets out the principles for the recognition, measurement,

presentation, and disclosure of leases. The objective is to ensure that

lessees and lessors provide relevant information in a manner that

faithfully rlpresents those transactions. This information gives a basis for

users offinancial statements to assess the effect that leases have on the

financial position, financial performance and cashflows ofan Entity.

The new standard requires entities to recognise, measure and present

information on right ofuse assets and lease liabilities.

IPSAS 44:

Non- Current

Assets Held

for Sale and

Discontinued

Operations

Applicable ld January 2025

The Standard requires,

Assets that meet the criteria to be classified as held for sale to be

measured at the lower ofcarrying amount and fair value less costs to sell

and the depreciation ofsuch assets to cease and:

Assets that meet the criteria to be classified as held for sale to be

presented separately in the statement of financial position and the results

ofdiscontinued operations to be presented separately in the statement of

financial performance.
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Notes to the financial statements (continued)

4. Summary of Signilicant Accounting Policies

a) Revenue recognition

i)Revenue from non-exchange transactions

Fees, taxes and fines

The Corporation recognizes revenues fiom fees, taxes and fines when the event occurs

and the asset recognition criteria are met. To the extent that there is a related condition

attached that would give rise to a liability to repay the amount, deferred income is

recognized instead of revenue. Other non-exchange revenues are recognized when it is

probable that the future economic benefits or service potential associated with the asset

will flow to the Entity and the fair value ofthe asset can be measured reliably.

Trunsfers from other government entities

Revenues from non-exchange transactions with other government entities are measured

at fair value and recognized on obtaining control of the asset (cash, goods, services and

property) if the transfer is free fiom conditions and it is probable that the economic

benefits or service potential related to the asset will flow to the Corporation and can be

measured reliably. To the extent that there is a related condition anached that would

give rise to a liability to repay the amount, the amount is recorded in the statement of

financial position and realised in the statement of financial performance over the useful

life ofthe assets that has been acquired using such funds.

ii) Revenue from exchange transactions

Rendering of services

The Corporation recognizes revenue from rendering of services by reference to the

stage of completion when the outcome ofthe transaction can be estimated reliably. The

stage of completion is measured by reference to labour hours incurred to date as a

percentage of total estimated labour hours. Where the contract outcome cannot be

measured reliably, revenue is recognized only to the extent that the expenses incurred

are recoverable.
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Notes to the Financial Statements (Continued)

Summary of Significant Accounting Policies (Continued)

Sale of goods

Revenue from the sale of goods is recognized when the significant risks and rewards of

ownership have been transfened to the buyer, usually on delivery ofthe goods and when

the amount of revenue can be measured reliably, and it is probable that the economic

benefits or service potential associated with the transaction will flow to the Corporation.

Interest income

Interest income is accrued using the effective yield method. The effective yield discounts

estimated future cash receipts through the expected life of the financial asset to that asset's

net canying amount. The method applies this yield to the principal outstanding to

determine interest income each period.

Dividends

Dividends or similar distributions must be recognized when the shareholder's or the

Corporation's right to receive payments is established.

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.

b) Budget information

The original budget for the Current FY 202-23 was approved by the National Assembly on

April2022. Subsequent revisions or additional appropriations were made to the approved

budget in accordance with specific approvals from the appropriate authorities. The

additional appropriations are added to the original budget by the Corporation upon

receiving the respective approvals in order to conclude the final budget. Accordingly, the

Entity recorded additional appropriations of Kshs. 2,108,400,000 on rhe 2023 budget

following the governing body's approval.
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Notes to the Financi.l Statements (Continued)

Summary of Significant Accounting Policies (Continued)

Budget information (continued)

The Corporation'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 ofthe financial statements and the approved budget. A statement to

reconcile the actual amounls on a comparable basis included in the statement of comparison of
budget and actual amounts and the actuals as per the statement of financial performance has

been presented under section 6 ofthese financial statements.

c) Taxes

Current income tax

Cunent 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 reponing date

in the area where the Corporation 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 retums with respect to situations in which applicable tax regulations are subject to

interpretation and establishes provisions where appropriate.
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Notes to the Financial Statements (Continued)

Summary of Signilicant Accounting Policies (Continued)

Deferred tax

Deferred tax is provided using the liability method on temporary differences b€tween the tax

bases of assets and liabilities and their carrying amounts for financial reporting purposes at the

reporting date. Deferred tax liabilities are recognized for all taxable temporary differences,

except in respect of taxable temporary differences associated with investments in controlled

entities, associates and interests in joint ventures, when the timing of the reversal of the

temporary differences can be controlled and it is probable that the temporary differences will not

reverse in the foreseeable future. Deferred tax assets are recognized for all deductible temporary

differences, the carry forward of unused tax credits and any unused tax losses. Deferred tax

assets are recognized to the extent that it is probable that taxable profit will be available against

which the deductible temporary differences, and the carry forward of unused tax credits and

unused tax losses can be utilized, except in respect of deductible temporary differences

associated with investments in controlled entities, associates and interests in joint ventures,

deferred tax assets are recognized only to the extent that it is probable that the temporary

differences will reverse in the foreseeable future and taxable profit will be available against

which the temporary differences can be utilized.

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the

extent that it is no longer probable that sufficient taxable profit will be available to allow all or

part of the deferred tax assel to be utilized. Unrecognized deferred tax assets are re-assessed at

each reporting date and are recognized to the extent that it has become probable that future

taxable profits will allow the deferred tax asset to be recovered. Defened tax assets and

liabilities are measured at the tax rates that are expected to apply in the year when the asset is

realized or the liability is settled, based on t.rx rates (and tax laws) that have been enacted or

substantively enacted at the reporting date. Deferred tax relating to items recognized outside

surplus or deficit is recognized outside surplus or deficit. Deferred tax items are recognized in

correlation to the underlying transaction in net assets. Deferred tax assets and deferred tax

liabilities are offset if a legally enforceable right exists to set off current tax assets against

current income tax liabilities and the deferred taxes relate to the same taxable Corporation and

the same taxation authority.
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Notes to the Financial Statements (Continued)

Summary of Signilicant Accounting Policies (Continued)

Sales ttx
Expenses and assets are recognized net ofthe amount of sales tax, except:

i) When the sales tax incurred on a purchase of assets or services is not recoverable from

the taxation authority, in which case, the sales tax is recognized as part of the cost of
acquisition ofthe asset or as part ofthe expense item, as applicable.

ii) When receivables and payables are stated with the amount ofsales tar included

The net amount of sales tax recoverable from, or payable to, the taxation authority is

included as part of receivables or payables in the statement of financial position.

d) Investment properfy

Investment properties are measured initially at cost, including transaction cosls. The

carrying amount includes the replacement cost of components of an existing investment

property at the time lhat cost is incurred if the recognition criteria are met and excludes lhe

costs of day-to-day maintenance of an investment property. Investment property acquired

through a non-exchange transaction is measured at its fair value at the date of acquisition.

Subsequent to initial recognition, investment properties are measured using the cost model

and are depreciated over a 30-year period. lnvestment properties are derecognized either

when they have been disposed of or when the investment property is permanently

withdrawn from use and no future economic benefit or service potential is expected fiom its

disposal. The difference between the net disposal proceeds and the carrying amount of the

asset is recognized in the surplus or deficit in the period of de-recognition. Transfers are

made to or from investment property only when there is a change in use.

e) Property, plant and equipment

All property, plant and equipment are stated al cost less accumulated depreciation and

impairment losses. Cost includes expenditure that is directly anributable to the acquisition

of the items. When significant parts of property, plant and equipment are required to be

replaced at intervals, the Entity recognizes such parts as individual assets with specific

useful lives and depreciates them accordingly. Likewise. when a major inspection is

performed, its cost is recognized in the carrying amount of the plant and equipment as a

replacement if the recognition criteria are satisfied. All other repair and maintenance costs

are recognized in surplus or deficit as 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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Notes to the Financial Statements (Continued)

Summary of Signilicant Accounting Policies (Continued)

Depreciation is calculated to write-offthe asset cost to the residual values on a straight-line

basis over the expected useful life. Where an asset is acquired during the year, depreciation

is applied on a prorata basis over the number of days to the end of the financial year of
purchase.

Asset

Distribution lines

Plant and Machinery

Motor Vehicles

Fumiture, fittings & Equipment

Computers & Allied Hardware & Software

Tools implements and Testing apparatus

Depreciation Rate (%)

2.5

12.5

25

12.5

33.3

22.5

Distribution lines

AII distribution lines are capitalized in property, plant and equipment when

commissioned and are depreciated over their useful lives. The useful life is currently

estimated to be forty years from the date of commissioning.

Work in Progress

Work-in-progress represents costs incurred in acquisition/installation of an item of
property plant and equipment which is not in use. Work-in-progress is not depreciated

untilthe assets are completed and brought into use.

f) Leases

Finance leases are leases that transfer substantially all of the risks and benefits incidental to

ownership of the leased item to the Corporation. Assets held under a finance lease are

capitalized at the commencement of the lease at the fair value of the leased property or, if
lower, at the present value of the future minimum lease payments. The Corporation also

recognizes the associated lease liability at the inception ofthe lease. The liability recognized

is measured as the present value of the future minimum lease payments at initial

recognition. Subsequent to initial recognition, lease payments are apponioned between

finance charges and reduction ofthe lease liability so as to achieve a constant rate ofinterest
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on the remaining balance ofthe liability. Finance charges are recognized as finance costs in

surplus or deficit. An asset held under a finance lease is depreciated over the useful life of
the asset. However, if there is no reasonable certainty that the Corporation will obtain

ownership of the asset by the end of the lease term, the asset is depreciated over the shorter

ofthe estimated useful life ofthe asset and the lease term-

Operating leases are leases that do not transfer substantially all the risks and benefits

incidental to ownership ofthe leased item to the Corporation. Operating lease payments are

recognized as an operating expense in surplus or deficit on a straight-line basis over the

lease term.

g) Intangible assets

Intangible assets acquired separately are initially recognized at cost. The cost of intangible

assets acquired in a non-exchange transaction is their fair value at the date of the exchange.

Following initial recognition, intangible assets are carried at cost less any accumulated

amortization and accumulated impairment losses. lnternally generated intangible assets,

excluding capitalized development costs, are not capitalized and expenditure is reflected in

surplus or deficit in the period in which the expenditure is incurred. The useful life of the

intangible assets is assessed as either finite or indefinite. Intangible assets with an

indefinite useful life are assessed for impairment at each reporting date.

h) Research and development costs

The Corporation expenses research costs as incurred. Development costs on an individual

project are recognized as intangible assets when the Corporation can demonstrate:

i) The technical feasibility ofcompleting the asset so that the asset will be available

for use or sale.

ii) lts intention to complete and its ability to use or sell the asset.

iii) How the asset will generate future economic benefits or service potential

iv) The availability ofresources to complete the asset.

v) The ability to measure reliably the expenditure during development.

Following initial recognition of an asset, the asset is carried at cost less any accumulated

amortization and accumulated impairment losses. Amortization of the asset begins when

development is complete, and the asset is available for use. lt is amortized over the period

of expected future benefit. During the period of development, the asset is tested for

impairment annually with any impairment losses recognized immediately in surplus or

deficit.
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Rurrl Electrification and Renewable Energy Corporation
Reports and Financial Statements
For the year ended June 30, 2023
Notes to the Financial Statements (Continued)

Summary of Significant Accounting Policies (Continued)

i) Financialinstruments

IPSAS 4l addresses the classification, measurement and de-recognition of financial assets

and financial liabilities, introduces new rules for hedge accounting and a new impairment

model for financial assets. The Corpontion does not have any hedge relationships and

therefore the new hedge accounting rules have no impact on the Company's financial

statements. A financial instrument is any contract that gives rise to a financial asset ofone

entity and a financial liability or equity instrument ofanother entity. At initial recognition,

the entity measures a financial asset or financial liability at is fair value plus or minus, in

the case ofa financial asset or financial liability not at fair value through surplus or deficit,

transaction costs that are directly attributable to the acquisition or issue of the financial

asset or financial liability.
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Rural Electrification and Renewable Energy Corporation
Reports and Financial Statements
For the year ended June 30, 2023

Notes to the Financial Statements (Continued)

Summary of Significant Accounting Policies (Continued)

a) Financial assets

Classilication of financial assets

The entity classifies its financial assets as subsequently measured at amortised cost, fair value

through net assets/ equity or fair value through surplus and deficit on the basis of both the

entity's management model for financial assets and the contractual cash flow characteristics of
the financial asset. A financial asset is measured at amortized cost when the financial asset is

held within a management model whose objective is to hold financial assets in order to collect

contractual cash flows and the contractual terms ofthe financial asset give rise on specified dates

to cash flows that are solely payments of principal and interest on the principal outstanding. A

financial asset is measured at fair value through net assets/ equity if it is held within the

managemenl model whose objective is achieved by both collecting contractual cashflows and

selling financial assets and the contractual terms of the financial asset give rise on specified

dates to cash flows that are solely payments of principal and interest on the principal amount

outstanding. A financial asset shall be measured at fair value through surplus or deficit unless it

is measured at amortized cost or fair value through net assets/ equity unless an entity has made

irrevocable election at initial recognition for particular investmenrs in equity instrumenrs.

Subsequent measurement

Based on the business model and the cash flow characteristics, the entity classifies its financial

assets into amortized cost or fair value categories for financial instruments. Movements in fair

value are presented in either surplus or deficit or through net assets/ equity subject to certain

criteria being met.

Amortized cost

Financial assets that are held for collection of contractual cash flows where those cash flows

represent solely payments of principal and interest, and that are not designated at fair value

through surplus or deficit, are measured at amortized cost. A gain or loss on an instrument that is

subsequently measured at amortized cost and is not part of a hedging relationship is recognized

in profit or loss when the asset is de-recognized or impaired. Interest income from these

financial assets is included in finance income using the effective interest rate method.
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Notes to the Financial Statements (Continued)

Summary of Significant Accounting Policies (Continued)

Fair value through net assets/ equity

Financial assets that are held for collection of contractual cash flows and for selling the financial

assets, where the assets' cash flows represent solely payments of principal and interest, are

measured at fair value through net assets/ equity. Movements in the carrying amount are taken

through net assets, except for the recognition of impairment gains or losses, interest revenue and

foreign exchange gains and losses which are recognized in surplus/deficit. Interest income from

these financial assels is included in finance income using the effective interest rate method.

Trade and other receivables

Trade and other receivables are recognized at fair values less allowances for any uncollectible

amounts. Trade and other receivables are assessed for impairment on a continuing basis. An

estimate is made of doubtful receivables based on a review of all outstanding amounts at the

year end.

Fair value through surplus or delicit

Financial assets thal do not meet the criteria for amortized cost or fair value through net assets/

equity are measured at fair value through surplus or deficit. A business model where the entity

manages financial assets with the objective ofrealizing cash flows through solely the sale ofthe

assets would result in a fair value through surplus or deficit model.

Impairment

The entity assesses, on a forward-looking basis, the expected credit loss ('ECL') associated with

its financial assets carried at amortized cost and fair value through net assets/equity. The entity

recognizes a loss allowance for such losses at each reporting date. Critical estimates and

significant judgments made by management in determining the expected credit loss (ECL) are

set out in Nole .rr.
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For the year ended June 30, 2023

Notes to the Financial Statements (Continued)

Summary of Signilicant Accounting Policies (Continued)

b) Financial liabilities

Classification

The entity classifies its liabilities as subsequently measured at amortized cost except for

financial liabilities measured through profit or loss.

j) 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 ofthe inventory

is its fair value at the date of acquisition. Costs incuned in bringing each product to its present

location and conditions are accounted for, as follows:

) Raw materials: purchase cost using the weighted average cost method.

) Finished goods and work in progress: cost of direct materials and labour and a proportion

of manufacturing overheads based on the normal operating capacity but excluding

borrowing costs.

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 ofoperations, less

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 ofoperations ofthe Corporation.

k) Provisions

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

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

benefits or service potential will be required to settle the obligation and a reliable estimate can

be made of the amount of the obligation. Where the Corporation expects some or all of a

provision to be reimbursed, for example, under an insurance contract, the reimbursement is

recognized as a separate asset only when the reimbursement is virtually certain. The expense

relating to any provision is presented in the statement of financial performance net of any

reimbursement.
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Rursl Electrificstion snd Renewable Energy Corporation
Reports and Financial Statements
For the ear ended June 30, 2023

Notes to the Financial Statements (Continued)

Summary of Significant Accounting Policies (Continued)

l) Social Benefits

Social benefits are cash transfers provided to i) specific individuals and / or households that meet

the eligibility criteria, ii) mitigate the effects of social risks and iii) Address the need of society

as a whole. The entity recognises a social benefit as an expense for the social benefit scheme at

the same time that it recognises a liability. The liability for the social benefit scheme is

measured at the best estimate ofthe cost (the social benefit payments) that the entity will incur in

fulfilling the present obligations represented by the liability.

m) Contingent lia bilities

The Corporation 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.

n) Contingent assets

The Corporation 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 uncenain

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

statements. Contingent assets are assessed continually to ensure that developments are

appropriately reflected in the financial statements. lf 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 ofthe period

in which lhe change occurs.

o) Nature and purpose of reserres

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

p) Changes in accounting policies and estimates

The Corporation recognizes the effbcts of changes in accounting policy retrospectively. The

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

impractical.
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Notes to the Financial Statements (Continued)

Summary of Signilicant Accounting Policies (Continued)

q) Employee benefits

Retirement benefi t plans

The Corporation provides retirement benefits for its employees and directors. Defined

contribution plans are post-employment benefit plans under which an Entity pays fixed

contributions into a separate Entity (a fund) and will have no legal or constructive obligation to

pay further contributions if the fund does not hold sufficient assets to pay all employee benefits

relating to employee service in the current and prior periods. The contributions to fund

obligations for the payment of retirement benefits are charged against income in the year in

which they become payable. Defined benefit plans are post-employment benefit plans other than

defined-contribution plans. The defined benefit funds are actuarially valued tri-annually on the

projected unit credit method basis. Deficits identified are recovered through lump sum payments

or increased future contribulions on proportional basis to all participating employers. The

contributions and lump sum payments reduce the post-employment benefit obligation.

The Authority runs a defined contribution pension scheme. The assets ofthe scheme are held in

a separate trustee administered fund, which is funded by contributions from both the company at

l0%o and employees at 5o/o of basic salary. During the year, the scheme was managed by the

fol lowing service providers;

Genesis lnvestments Fund Manager

Co-operative Bank ofKenya Ltd Custodian

Liaison Associate Administrator

r) Foreign currency transactions

Transactions in foreign currencies are initially accounted for at the ruling rate ofexchange on the

date ofthe transaction. Trade creditors or debtors denominated in foreign curency 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.

s) Borrowing costs

Borrowing costs are capitalized against qualifying assets as part of property, plant and

equipment.
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Such borrowing costs are capitalized over the period during which the asset is being acquired or

constructed and bonowings have been incurred. Capitalization ceases when construction of the

asset is complete. Further borrowing costs are charged to the statement of financial performance.

t) Related parties

The Corporation 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 Entify, or vice versa.

Members of key management are regarded as related parties and comprise the directors, the

CEO and senior managers.

u) Service concession arrangements

The Corporation analyses all aspects of service concession arrangements that it enters in

determining the appropriate accounting treatment and disclosure requirements. In particular,

where a private party contributes an asset to the arrangement, the Corporation recognizes that

asset when, and only when, it controls or regulates the services the operator must provide

together with the asset, to whom it must provide them, and at what price. In the case of assets

other than 'whole-of-life' assets, it controls, through ownership, beneficial entitlement or

otherwise - any significant residual interest in the asset at the end of the arrangement. Any assets

so recognized are measured at their fair value. To the extent that an asset has been recognized,

the Corporation also recognizes a corresponding liability, adjusted by a cash consideration paid

or received.

v) 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 Central Bank of Kenya and at various

commercial banks at the end ofthe financial year. For the purposes ofthese financial statements,

cash and cash equivalents also include short term cash imprests and advances to authorised

public oflicers and/or institutions which were not surrendered or accounted for at the end of the

financial year.

w) Comparative figures

Where necessary comparative figures for the previous financial year have been amended or

reconfigured to conform to the required changes in presentation.
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Notes to the Financirl StatementE (Continued)

Summary of Signilicant Accounting Policies (Continued)

r) 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, 2023.

5. Significant Judgments and Sources of Estimation Uncerteinty

The preparation of the Corporation financial statements in conformity with IPSAS requires

management to make judgments, estimates and assumptions that affect the reported amounts of
revenues, expenses, assets and liabilities, and the disclosure of contingent liabilities, at the end

ofthe rcporting period, However, uncertainty about thes€ assumptions and estimates could result

in outcomes that require a material adjustment to the carrying amount of the asset or liability

affected in future periods. State alljudgements, estimates and assumptions made:
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Notes to the Financial Statements (Continued)

Summary of Significant Accounting Policies (Continued)

Estimates and assumptions.

The key assumptions conceming the future and other key sources of estimation uncertainty at

the reponing date, that have a significant risk of causing a material adjustment to the carrying

amounts of assets and liabilities within the next financial year, are described below. The Entity

based its assumptions and estimates on parameters available when the consolidated financial

statements were prepared. However, existing circumstances and assumptions about future

developments may change due to market changes or circumstances arising beyond the control of

the Entity. Such changes are reflected in the assumptions when they occur. IPSAS I . 140

Useful lives aod residual value

The useful lives and residual values of assets are assessed using the following indicators to

inform potential future use and value fiom disposal:

a) The condition ofthe asset based on the assessment ofexperts employed by the Entity.

b) The nature ofthe asset, its susceptibility and adaptability to changes in technology and

processes.

c) The nature ofthe processes in which the asset is deployed.

d) Availability of funding to replace the asset.

e) Changes in the market in relation to the asset

Provisions

Provisions were raised and management determined an estimate based on the information

available. Additional disclosure of these estimates of provisions is included in Note 37.

Provisions are measured at the management's best estimate ofthe expenditure required to seftle

the obligation at the reporting date and are discounted to present value where the effect is

material.

The provisions recognized by the Corporation includes; provision for gratuity and provision for

audit fees

The said provisions are estimated as follows;

o Provision for gratuity is calculated at the rate of 3l%o of basic salary of the

beneficiary.

o Audit fees are estimated based on previous year's payment.

o Tax provision is based on applicable Corporation tax rate on accrued interest
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NOTES TO THE FINANCIAL STATEMENTS (Continued)
6. PROPERTYTAXESREVENUE

7. PUBLIC CONTRIBUTIONS AND DONATIONS

E. LEVIES,FINESANDPENALTIES

9. TRANSFERS FROM OTHER GOVERNMENTS
(a)

Ac{ual

Taxeblo lrnd and bulldln 3

Residential

Commercial

Slate

Penalties

Sub totrl and taxec
Income fo ne

Totsl proporty taxes rovenuo

The Green Belt Movement

Olher ublic donations

Total trncfsn and spon3orshi p!
Reconclllrtlon of ublic contslbutonr and donations
Balance unspent at beginni ng of the year

Cunent ar lBcel

Conditions met - transfened to revenue

Conditions to be met - remain liabililies

Revenue - PetIoleum Devl LeW 1,740,000

Revenue - 5% REP Lew 5,257,136 5,231,4M
Totrl 5,257,136 6,971,4{!t

Uncondlfionsl grants

Operational Loans- Foreign Govemnents 1,183,891

Othor Grrnts
GOK Grants- Exchequer Recurrent 395,390 360,000
Totrl govemment grantr rnd rubrldles 395,390 1,5{3,89'l
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NOTES TO THE FINANCIAL STATEIT{ENTS (Continued)

9b) TRANSFERS FROM MINISTRIES, DEPARTMEI{TS AND AGENCIES

IO. RENDERING OF SERVICES

No revenue from this item
II. SALE OF GOODS

This revenue relates to sale ofpower generated by Garissa Power Plant.

12. RENTAL REVENUE FROM FACILITIES AND EQUIPMENT

Ministry Of Energy
395,390 2,422,500 2,817,890 1,180,000

Total
39s,390 2,tx\,ilo 2,817,890 1,180,000

Waste management (solid wasle)

Wasle managemenl (sewerage and sanitation)

Service fees

Water quality

Quality assurance

Total royenue from the rendering of services

Sale of goods

Sale of electricity 642,318 507,684

Total revenue from tho lale of goods 642,318 507,684

Straight-lined operating lease receipts

Contingent rentals

Total rentels

No revenue fiom this item
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NOTES TO THE FINANCIAL STATEMENTS (Continued

13, FINANCE INCOME - SHORT-TERM INVESTMENTS

This revenue relates to interest on deposits held with our banks

I4. OTHER INCOME

15. USE OF GOODS AND SERVICf,S

Cash inveslments and fixed deposits '124,013 94,188

Tot l llnencs incomo - oxternrl inv$tmentr 124,013 9/t,188

Const & County partneGhip 153,799

Private public partnership 3,265 1,U7
lnsurance Refunds 361 663

Sale of Tenders 205
Revenue from Energy Centers 1 ,426
Total other income 5,257 155,808

Eleclricity 28,494 14,151

Water 560 382
Security 35,488 49,855

Subscriptions 3,916 1,101

Advertising & Prornoting 31,111 46,534

Audit fees 3,000 3,000

Conferences and delegations 2,400 133

Consulting fees 17,551 5,329

Corp Social Responsibility Exp 9,s97 18,283

Fueland oil 17,386 4,022
lnsurance 65,080 47,569

Legal expenses 78,343 29,793

Research & Oevt Expenses 5,037 10,607

Postage 3,818 925

Printing and stationery 14.579 12,360

Newspapers & Periodicals 2,170 1,466

Rental 73,670 54,340

Telecommunication 27,739 9,598

Training 30,240 25,030

Other general expenses 48,509 31,099

Total Ugs of Goods lnd Sorvicor 49E,689 365,637
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NOTES TO THE FINAIICIAL STATEMENTS (Continued)

16. EMPLOYEE COSTS

17. REMUNERATION OF DIRECTORS

18. DEPRECIATION AND AMORTIZATION EXPENSE

19. REPAIRS AND MAINTENANCE

Salaries and wages 1,092,117 598,030

Employee related costs - contnbutions to pensions and medical
aids

187,237 128,400

Travel, motor car, accommodation, subsistence and other
allowances

83,993 1fi,344

Housing benefits and allowances 293,198 '171,150

Overtime payments

Perlormance and other bonuses

Social contributions 4,966 3,803

Expenditure recharged to capital projects

Total Employee costs 1,66't,sl2 r,059,726

Chairman's Honoraria 960 747

Directors emoluments 13,354 '11,840

Directors Fees

Other allowances-Local Travel and Telephone allowance 15,522 14,283

Total director emoluments 29,836 26,870

Property, plant and equipment 2,268,113 1,802,398

lntangible assets 13,755 15,947

lnvestment property carried at cost

Total depreciation and amortization 2,281,868 1,818,345

Property 147,383 9,773

Vehicles 22,614 17,675
Computens and accessories 145,037 107,976
Total repairs and maintonance 3r5,033 135,425
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NOTES TO THE FINAI\ICIAL STATEMENTS (Continued)

20. CONTRACTED SERVICES

21. GRANTS AND SUBSIDIES

22. FINANCE COSTS

23. GAIN ON SALE OF ASSETS

Actuarial valualions

lnvestmenl valuations

Property valuations

Total contracted sowices

Community development

Education initiatives and pograms

Social development

Community trust

Sporting bodies

Total grants and subsidlsg

Borowings (amortized cost)'
Finance leases (amortized cost)

Unwinding of discount

lnterest on Bank Deposits

lnteresl on loans from commercral banks

Total llnance costs

Property, plant and equipment

Intangible assels

other assets not capitalised

Total gain on sale of alsets
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

24. UNREALIZED GAIN ON FAIR VALUE INVf,STMENTS

25. IMPAIRMENT LOSS

26. TAXATION

27. CASH AND CASH EQUMLENTS

lnvestments at fair value 169,822

Total grin 169,822

Property, plant and equipment

lntangible assets

Total lmpalrmont loss

Withholding lax 3,732 2,954

lncomo t8x oxpon3e reported in the statement of financial
porformance 3,732 2,9s

Cunent account 2,680,64s 2,595,877

On - call deposits 2,325,243 530,427
Fixed deposits account 1,200,000

Cash in hand 200 7

Total cash snd cash 6quivalents 5,006,088 4,326,310
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a) Cunont rccount

Bank 01'136125016300 32,174 850

Standard Chartered 0106004955900 73,085 30,736

KCB Main 1103201557 15,471 98,042

KCB Development '1103201808 3 3

Kcb Escrow Account 1293033375 411,363

Kcb Escrow Account USD 1 '178001539 1,991,274 2,263,599

CFC Stanbic 0100000547616 7,513 7,545

Equity Bank 0810270199897 28,933 27,509
National Bank 01023098897200

Citi Bank 0'r04679006 11,817 8,703

Current Account KEEP 01136125016301 142 146

Current Accounl KEMP 01'136125016302 6,049 47,876
Currenl Account- KSSG 011361250'16303

Cunent Account- KOSAP 0114112501630'l 102,820 1'10,868

Sub. totel 2,680,645 2,595,877

b) On . call daporlb
Held with Cooperalive Bank 01150125016300 600,000 524,536

Held with Cooperative Bank 729,352

Held Wilh Standard Charlered 014000495s900 20 n
Held with KCB- Founlain 5,87'l 5,871

KCB 990,000 1,200,000

Sub- total 2,325,213 1,130,t27

c) Fixod dopollb account
Sub. totrl

dl Staff car loanl mortgago

Kenya Commercial bank

Bank B

Sub. total

o) Othon(rpocify)
cash in hand 200 7

Sub. totrl 200 1

Grand lotrl 5,006,089
'1,326,310

NOTES TO THE FINANCIAL STATEMENTS (Continued)

27. (a) DETAILED ANALYSIS OF THE CASH AND CASH EQUIVALENTS
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

28. RECEIVABLES FROM EXCHANGE TRANSACTIONS
28. (a)

28. (b)

Curent rscolYables

Advance to vendors' 207,987 660,818

Less Provisions for Bad & Doubtful Debt (31,894) (31,894)

Advance to Vendors. 176,093 628,924

lnterest Receivables 31,148 (21,261\

PreDayments- 0thers 1,300 1,300

Deposits- Rent 15,0'r'l 14,627

Deposits- Courl Cases 55,000 50,000

Other Receivables-Sale Of Power 514,929 4M,378

Deposits- Motor Vehicle Maintenance 500 1,500

Total current rocaivables 793,982 1,139,169

Non-curont receivableB

Long term debtors

Public organizations

Less: impairment allowance

Current porlion transfered to cunent receivables

Total non-current receivablss

Total rec€iv.blos (a+b) 793,982 1,139,469

29. RECEIVABLES FROM NON.EXCHANGE CONTRACTS

Currenl recolvables

Other Accrued Revenues 11,277 ,916 10,M1,056

Staff Advances 12,182 't'1,941

Total current receivables fi,290,098 10,052,998
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NOTES TO TIIE FINANCIAL STATEMENTS (Continued)

30. INVENTORIES

31. INVESTMENTS

Poles 433,103 337,352
lnsulators 238,860 190,830

Conductors, Stay Blocks and Wircs 530,887 654,317

Hardware Iine items 1,n3,877 '1,811,570

Transfonners 739,945 1,381,546

Surge Diverters Circuit Breakers and lsolators 584,782 485,065

Stationery 11,541 80,894

tcT 1,833 1,833

Trees / Seedli ngs Energy Centres 129

Totel iny0ntorl$ 8t tho lowor of cost 8nd not reallzrble
value 3,834957 1,9'13,407

e) lnvo|tnont ln Trcrsu ry bllb .nd bonds
Flnrncial lnrtftu0on

CBK

CBK

Sub. total

b) lnveatoent wlh Flnancial lncfiunonC Bank!
COOP Bank

KCB

Sub. total

c) Equlty lnvostmontt (rpscify)

Equity/ shares in entity xxx

Sub tohl
Grrnd totel
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

d) Sharebolding in other entities

For investments in equity share listed under note 3l above,
investments under the following categories:

list down the equity

o/" lo Shs Shs Shr

Entity A

Entity B

Entity C

Entity D
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

32. PROPERTY, PLANT AND EQUIPMENT

At 1d.tiy 202 (ResAEd) 120,516 572,m 211,117 360,921 %,741,812 33,S1 21,8n 159,m 13,369,S7 110,ml,176
Adib6 E,5m r1,657 99,m2 8,m s,786 38,'t07 7,929,365 8,214,m
Dbp6ab

Trar6fus 12,549.4n (12,549,4A)

At Juno AfB 14J16 fi1& u,n5 {ESA3 1Bpl2a1 tzu ,l18,612 ,l97,3S
8,719,St It8i815,9f,t

DQrddon nd inprintBrt

Al Si IrE 202 (Resbbd) 6,116 52'1,5S r15,838 252,5n 8,016,712 31,913 21,7S 't50,487 9,117,m9
Degqiabr 676 3r,m5 n,6n 71,510 2,109,m9 r,s9 25,U7 {,3ff 2268,1m
llBV I$ Irncl)Zl ll3,rts $J6A 56J10 ts,B{ g8,t65,lfl 9,0r t0,m 14$2 8,ilg,S{ ffi,M,ru
Additim. Encgy Catta 219,S 417lfi t,6n"s 7,885.{2 261,675

llBV tr,Imc XlZt 34,6S |8'362 58,18r r16,58 c8,16t160 9,0r 70ln fl,,t78 8,7{9,St 107,662,t50

At sh July 202 11{,{)(} 50,959 65,219 120,53 n"lvm 1,ts 655 8,7S2 nw,m 105,521,581

NOTE: lncluded in the PPE is an amount approximately Kshs, 1.6 Billion which is subiect to investigation
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

33. INTANGIBLE ASSETS-SOFTWARE

34. BIOLOGICAL ASSETS

Enrgy Cantr6
No ol Approiltfta Valu. {Kahl} Totrl

Sukora 4 60,000 30,000 30,000 18,000 138 000

Susia 80 000 8o 000
Ke.irro 80.000 80,0m 70,000 230.0m
Kisli 30,000 30.0m m.m0 60,000 60,m0 2m.0m
Uasrn CXIU 150.000 75,0m 60,m0 35,000 35,000 35,000 35,0m 425.ofr

80,000 80.ofi
70 000 60.m 50.m0 100m (),m0 10,000 r,000 3m.otr

Miamhe 50,0@ 15,0m (),m0 3,000 169.ofr
K:ri 4 30,00 2s.m 25 m0 20 0m 1m.ofr

a0 000 a0.otr
Total 1,042,000

35. TRADE AND OTHER PAYABLES FROM EXCHANGE TRANSACTIONS

Cost

At boginning of ho yoar (Ro3tatod) 117,071 394,335

Additions 8,502

At end of the year 117,0f 1 &2,837
Additionsintemal development

At ond ofthe year 417,071 &2,E31
Amortization and impalrment

At beginning of the year (376,147) (364,093)

Arnortization (21,729\ Q3.423\
At end of the year (397,876) {387,516}
lmpairment loss

At end of the ysar (397,876) {387,5r0)
NBV 19,195 15,321

Biological Assob. Enorgy Centorg 1,U2
Totrl 1,U2

Trade-Creditors invoiced 1,030,176 1,072,026

Trade-Creditons not invoiced 1,334,790 1,193,980

Trade-KPLC Metre Deposits 713 713

other payables-VAT deducted

Olher Payables 201 765

Other payables-Payroll Payables 1,500 5,367

Total trade and othor payablos 2,367,381 2,272,852
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

36. REFUNDABLE DEPOSITS FROM CUSTOMERS

Consumer deposits 200 200
Other d ts

Total 200 200

37. CURRENT PROVISIONS

38. FINANCE LEASE OBLIGATION

39. DEFERRED INCOME

Birle Ud {l.Ulr@) 1tr360 4ffi fl,4 {r70 qH 65S
AdftCkritutr 1rru 21,&5 6,m &671
[€s Proiibftd

115316) (11316)

Le$ Pni*nrh E {15m) (40ts) (1,170) It4ll91
Tollfo*imalI.e!B 1{S 21,05 iaffi Itil

KShr KShs KShs KSh!

Within cunent year

Long term portion of lease payments

Tdal provi3iong

National govemment 280,000 280,000
lntemational funders

Public contributions and donations

Tot l defened incomo 280,000 280,000
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The deferred income movement is as follows:

40. EMPLOYEE BENEFIT OBLIGATIONS

The entity operates a defined benefit scheme for all full-time employees from July l, 2020. The Scheme
is based on percenlage of salary of an employee at the time of retirement. During the year, no actuarial
valuers were engaged to value the scheme. The liability at the end ofthe year is as follows:

The entity also contributes to the statutory National Social Security Fund (NSSF). This is a defined
contribution scheme registered under the National Social Security Act. The entity's obligation under the
scheme is limited to specific contributions legislated from time to time and is currently at Kshs.l,080 per
employee per month.

Balance brought forward
280,000 280,000

Additions

Transfers to Capital fund

Transfers to income
statement

other transfers

Balance canied fonrvard
280,000 280,000

KShs KShs KShs KShs KShs

Current benefit obligation

Non-current benefi t obligation

Total employee benefits
obligation

KShs l(Shs 1(Shs 1(Shs I(Shs
Current benefi t obligation
Non-curent benefi t obl igation
Total employee benefits obligation
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4I. NON.CURRENT PROVISIONS

42. BORROWINGS

The analyses ofboth extemal and domestic borrowings are as follows

The analyses ofboth external and dorEstic borrowings are as follows:

Brhnce rt the bogitrtriq of tho year
Additional Provisioru
Provision utilised
C due to discount and tinr value for nroney

lrss: Current portion
Total defe rred inconn

Balarrce at beginning ofthe period

External bonowinps during tlp year

Dornestic borrowing during the year

Repaynents ofexternal borrowings during ttre period

Repayments ofdornestics borrowings during the period

Balance at end ofthe period

Extemal Bonowims
Dollar denominated loan from 'po< org6isation'
Sterling Pormd derrcminated loan fiom 'yyy
o rppni sati on'
Euro denominated loan fiom z orpnisation'
DorrEstic Bormwiqgs
Kenya Shillins loan from KCB
Kenya Shilling loan from Barclays Bank
Kenya Shilling loan from Corsolidated Bank
Total balsnce st Gnd of the year

Short term borrowinB5(cu'rent portion)
lrng term borrowin s
Total
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For the year ended June 30, 2023

Fair value ofservice concession assets recognized under PPE

Accumulated depreciation to date

Net carrying amount

Service concession liability at beginning ofthe year

Service concession revenue recognized

Service concession liability at end ofthe year

43. SERVICE CONCESSION ARRANGEMENTS

44. CASH GENERATED FROM OPERATIONS

45. FINANCIAL RISK MANAGEMENT

The Corporation's activities expose it to a variety of financial risks including credit and
liquidity risks and effects of changes in foreign currency. The Corporation's overall risk
management programme focuses on unpredictability of changes in the business
environment and seeks to minimise the potential adverse effect of such risks on its
performance by setting acceptable levels of risk. The Corporation does not hedge any risks
and has in place policies to ensure that credit is only extended to customers with an
established credit history.

The Corporation's financial risk management objectives and policies are detailed below:

(i) Credit risk

The Corporation has exposure to credit risk, which is the risk that a counterparty will
be unable to pay amounts in full when due. Credit risk arises from cash and cash
equivalents, and deposits with banks, as well as trade and other receivables and
avai lable-for-sale fi nancial investments.

Surplus for the year bofore l.x 1,633,396 4,8/t9,950
AdJusted for:
Deprecialion 2,281,868 '1,8'18,345

Non-cash qrants receiwd
Confibubd assets
knpairment 21.729 23,423
Gains and loss€s on disposal of assets
Contribulion b provisions 40,674 24,803.30
Contibution b impairment albwance
Finance income
Finance cost
Workins Capltal adluatments
hcreas€ in in\r€nllry 1,108,449 7',1,142
Oecreas€ in receivabl€s 2,285,908 381.424
lncroase in debrred income
lncreas€ in payables 94,529 427,759
hcfeas€ in paymenb recei\,/€d in advance
Nat cash flow trom oporatlng ac{lvftle3 7.456,554 7,596,846
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(D

Management assesses the credit quality of each customer, taking into account its
financial position, past experience and other factors. Individual risk limits are set based
on intemal or extemal assessment in accordance with limits set by the directors. The
amounts presented in the statement of financial position are net of allowances for
doubtful receivables, estimated by the entity's management based on prior experience
and their assessment ofthe current economic environment.

Credit risk (Continued)

The carrying amount of financial assets recorded in the financial statements
representing the Corporation's maximum exposure to credit risk without taking account
ofthe value ofany collateral obtained is made up as follows:

The customers under the fully performing category are paying their debts as they
continue trading. The credit risk associated with these receivables is minimal and the
allowance for uncollectible amounts that the Corporation has recognised in the
financial statements is considered adequate to cover any potentially irrecoverable
amounts. The entity has significant concentration ofcredit risk on amounts.

The board of directors sets the Corporation's credit policies and objectives and lays
down parameters within which the various aspects of credit risk management are
operated.

(ii) Liquidity risk management

Ultimate responsibility for liquidity risk management rests with the Corporation's
directors, who have built an appropriate liquidity risk management framework for the
management of the Corporation's short, medium and long-term funding and liquidity
management requirements. The Corporation manages liquidity risk through continuous
monitoring of forecasts and actual cash flows.

The table below represents cash flows payable by the Corporation under non-
derivative financial liabilities by their remaining contractual maturities at the reporting
date. The amounts disclosed in the table are the contractual undiscounted cash flows.
Balances due within 12 months equal their carrying balances, as the impact of
discounting is not significant.

Ar 30 JuDc 2023

Receivables from exchanpE ransactioN 790.536 790,536

Receivables from non exchange u.arlsactiorB I 1.290,098 3r5.580

Bank balances 5,005,089 3.704.441
Totrl 11,tE6,722 4,8 t0,556
At 30 Jutl. 2022

Rec€ivablcs tiom exchange trarxiactiorls r,r39,469 t.t39.{69

Receivablcs from non exchange tsarlsactions 10.052.998 10,052,998

Bank balarrcs 4,326.1t0 4,326.310
Tot.l 15,5t8,7?7 t551t,771
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

FINANCIAL RISK MANAGEMENT (Continued)

(ii) Liquidity risk management (Continued)

(iii) Market risk

The board has put in place an internal audit function to assist it in assessing the risk
faced by the Corporation on an ongoing basis, evaluate and test the design and
effectiveness of its intemal accounting and operational controls.

Market risk is the risk arising from changes in market prices, such as interest rate,
equity prices and foreign exchange rates which will affect the Corporation's income or
the value of its holding of financial instruments. The objective of market risk
management is to manage and control market risk exposures within acceptable
parameters, while optimising the return. Overall responsibility for managing market
risk rests with the Audit and Risk Management Committee.

The Corporation's Finance Department is responsible for the development of detailed
risk management policies (subject to review and approval by Audit and Risk
Management Committee) and for the day to day implementation of those policies.

There has been no change to the Corporation's exposure to market risks or the manner
in which it manages and measures the risk.

a) Foreign currency risk

The Corporation has transactional currency exposures. Such exposure arises
through purchases of goods and services that are done in currencies other than the
local currency. Invoices denominated in foreign currencies are paid after 30 days
from the date of the invoice and conversion at the time of payment is done using
the prevailing exchange rate.

At 30 June 2023
Trade payables 2.367 3al 2,367 3At
Current portion of borrowing

48,5 80 48,580
Deferred irrcoftE 280,OOO 280.OOO
ErrDloyee benefi t obligation
Total 2,695,961 2.695,961
At 30 June 2023
Trade payables 2,272,4s2 2,272,852
Current portion of

Provisioras 65,s32 65,532
Deferred incorre 280,OOO 280,OOO
Ernployee benefi t oblisation
Total 2,6rA,385 2.6r4345
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NOTES To THE FINAI\ICIAL STATEMENTS (Continued)

FINANCIAL RISK MANAGEMENT (Continued)

(iii) Market risk (Continued)

Fo curren sensiti an ls Continued

b) Interest rate risk

Interest rate risk is the risk that the Corporation's financial condition may be
adversely affected as a result of changes in interest rate levels. The Corporation,s
interest rate risk arises from bank deposits. This exposes the Corporation to cash
flow interest rate risk. The interest rate risk exposure arises mainly from interest
rate movements on the entity's deposits.

Management of interest rate risk
To manage the interest rate risk, management has endeavoured to bank with
institutions that offer favourable interest rates.

Sensitivity analysis

The Corporation analyses its interest rate exposure on a dynamic basis by
conducting a sensitivity analysis. This involves determining the impact on profit
or loss ofdefined rate shifts. The sensitivity analysis for interest rate risk assumes
that all other variables, in particular foreign exchange rates, remain constant. The
analysis has been performed on the same basis as the prior year.

Using the end ofthe year figures, the sensitivity analysis indicates the impact on
the statement ofcomprehensive income ifcurrent floating interest rates.

Feir value of financial assets and liabilities
a) Financial instruments measured at fair value

Determination offair value and fair values hierarchy

IPSAS 30 specifies a hierarchy of valuation techniques based on whether the
inputs to those valuation techniques are observable or unobservable. Observable
inputs reflect market data obtained from independent sources; unobservable
inputs reflect the Corporation's market assumptions. These two types of inputs
have created the following fair value hierarchy:

Level I - Quoted prices (unadjusted) in active markets for identical assets or
liabilities. This level includes listed equity securities and debt instruments on
exchanges.

2023
Euro 1ovo
USD t0yo

2022
Euro toyo
USD toyo
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Fair value of financial assets and liabilities (Continued)
o Level 2 - lnputs other than quoted prices included within Level I that are

observable for the asset or liability, either directly (that is, as prices) or
indirectly (hat is, derived from prices).

o Level 3 - inputs for the asset or liability that are not based on observable
market data (unobservable inputs). This level includes equity investments and
debt instruments with significant unobservable components. This hierarchy
requires the use of observable market data when available. The Corporation
considers relevant and observable market prices in its valuations where
possible.

The following table shows an analysis of financial and non- financial instruments recorded
at fair value level ofthe fair value hierarch

There were no transfers between levels l, 2 and 3 during the year.

Disclosures of fair values of financial instruments not measured at fair value have not
been made because the carrying amounts are a reasonable approximation oftheir fair
values.

iv) Capital Risk Management

The objective of the Corporation's capital risk management is to safeguard the Board's
ability to continue as a going concern. The enlity capital structure comprises ofthe
following funds:

\

Ar 30 JutrG 2023
Fimncirl Assels

OrDtcd eouitv rnvesuhants

Nol}. fiarNhl Arlct3
lnvesunent DroDerw

Land ard buildincs III.OI6 Ill0t6
r I1.0t6 I I 1.015

At 30 Juft 2022

lin ncirl Asrcls
Omted couiw rnvestrYEn6

Non- finrn irl A.r..s
InvcsEncnt DroDertv

Lrnd and buildins 1.068 I I I.068
I I1.058 I I1,06t

s0.074.835 45.937 .O97Developrnent reserve
62.336.547 77.119.287Reta i ned earni ngs

Capital reserve 53,596 53,596
Total funds tt2,464,978 123,109,9E0

Total borrowinps
kss: cash and bank balances s,006,089 4,326,310

107,458,889 l 18,783,669
Net debt/(excess cash and cash

eq ui va le nts)
Oo/o Oo/oGearinq

46



Rurrl Electrificction and Renewable Energy Corporetion
Reports and Financial Stetements
For the year ended June 30,2023

NOTES TO THE FINANCIAL STATEMENTS (Continued)

46. RELATEDPARTYBALANCES

i) The National Govemment;
ii) The Parent Ministry.
iii) Kenya Power.
iv) Key management.
v) Board of directors

2{A2-2023 2021-20n

Kshs'000' Kshs'000'
TrsDsactions with related rlies

a Sales to rrlated rties
Sales ofservices Power 642.270.23 507.684.00

Total 642,270.23 507,684.00

Grants from the Goverom€ nt
Grants from National Govt 39s,390.08 360.000.00
Totel 395J90.0E 360,000.00

c Ex mes incurred on be half of rrleted
Pa nts ofsalaries and wa for e lo es
Pa for ods and services
Total

IG lln meDt co rl3ation
Directors'emolwnents 29,835.64 46.378.00
Co ation to mana rEnt r 53,369.00
Totsl r83204.64

153 369.00

Nature of related party relstionships

Entities and other parties related to the corporation include those parties who have ability
to exercise control or exercise significant influence over its operating and financial
decisions. Related parties include management personnel, theii associates and close
family members.
Government of Kenya
The Govemment of Kenya is the principal shareholder of the corporation, holding 100%
of the corporation's equity interest. The Govemment of Kenya has provid-ed full
guarantees to all long-term lenders ofthe entity, both domestic and extemal. other related
parties include:
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

47. SEGMENTINFORMATION

The Corporation does not have independent regional operations.

48. CONTINGENT ASSETS AND CONTINGENT LIABILITIES

49. CAPITALCOMMITMENTS

50. DIVIDENDS/SURPLUSREMISSION

In accordance with Section 219 (2) of the Public Financial Management Act regulations,
regulatory entities shall remit into Consolidated Fund, ninety per centum of its surplus
funds reported in the audited financial statements after the end ofeach financial year.
The Corporation does not pay dividends.

5I. TAXATION

I
\

Court case against the entity 457,584

Bank guarantees in favour ofsubsidiary
Total 457,584

Authorized for
Authorized and contracted for
Total

Tax payabl+ Withheld Tax 3% Agency 8,948 6,974

Tax payable- Withheld Tax 5% Prof.fees 3,211 8,393

Tax payable- Withheld Vat 36,029 241,313

Tax Davable- Withheld Tax 2% Aoencv 13,658 13,841

At end of the year 61,E17 270,521

48



Rural Electrificstion rnd Renewable Energy Corporation
Reports and Finencial Statements
For the year ended June 30,2023
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52. DEFERREDTAXLIABILITY

Deferred tax is calculated on all temporary differences under the liability method using
the enacted tax rate, currently 30%. The net defened tax liability at year end ii
attributable to the following items:

Accelerated c ital allowances
Unrealised excha ins/ losses
Revaluation su lus
Tax losses canied forward
Provisions for liabilities and ch es

Net deferred tax liabili assel

The movement on the deferred tax account is as
follows:

oftheBalance at be nnln
Credit to revaluation reserve
Under ovlslon In tor r
Income statement e/ cred it

Balance at end ofthe r

Garissa Loan- National Treasury 13,605,736
Totsl depolitg 13,605,736

53. NON- CURRENT LIABILITIES
This relates to the Garissa Solar Power Plant loan

54. RESERVES
The Corporation reserves include Development reserves, Capital Fund and Accumul
surplus.

55. EVENTS AFTER THE REPORTING PERIOD

There were no material adjusting and non- adjusting events after the reporting peri
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(
NOTES TO Tm FINAITCIAL STATEMENTS (Coutinucd)

56. I,'LTIMATE AI\TD IIOLDING ENTITY

The entity is a Stat€ Corporatior/ or a Serni- Autonomous Govqnment Agcncy undcr thc
Ministry of Energy. Its ultimate parent is the Govemmcnt of Kenya.

51. CT]RRENCY

Thc financial statcrnents are pr€scntcd in Karya Shillings (Ksh).

\
\
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I. APPENDICES

APPENDIX 1: PROGRESS ON FOLLOW UP OF AUDITOR RECOMMENDATIONS

The following is the summary of issues raised by the external auditor, and management
comments that were provided to the auditor. we have nominated focal persons to resolve the
various issues as shown below with the associated time frame within which we expect the issues
to be resolved.

Soft copy of fixed
assets register
provided

On-going

t.0

Unsupported
Trade and
Other
Payables from
Exchange
Transactions

Trade and Other
payables schedule
provided

Davis
Cheruiyot
General
Manager
Finance &
ICT

Ongoing Trade and Other
payables schedule
provided

2.0

Inaccuracies in
Receivables
from
Exchange
Transactions

The management
made necessary
adjustments as per the
auditor
recommendations and
revised the Financial
Statemenls.

Davis
Cheruiyot
General
Manager
Finance &
ICT

Resolved The management
made necessary
adjuslments as per
the auditor
recommendations
and revised the
Financial
Statements-

3.0
Inaccuracies in Property, Plant and Equipment

3.1

Unsupported
Overhead
Distribution
Lines

Soft copy of fixed
assets rcgister
provided

Davis
Cheruiyot
General
Manager
Finance &
ICT

Resolved Soft copy of fixed
assets register
provided

3.2
Capital Work
in Progress

Soft copy of fixed
assets regisler
provided

Davis
Cheruiyot
General
Manager
Finance &
ICT

Resolved

Unsupported
Expenditure
on Land
Survey
Services

The matter is still
under investigations
by rclevant
govemment Agencies

Dr Rose
Mkalama.
CEO
And Board
of Directors

On-going
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Chief Executive OIIIcer

Dete I'0,'ln

\

rson of the Board

At 3ot.0
Date

Besis for Conclusion

1.0

lrregular
Utilization of
Petroleum
Development
Levy Funds

The amounl was
allocated to the
Corporation through
printed estimates and
was used to undertake
planned projects
during the Financial
year

Mr. Davis
Cheruiyot
General
Manager
Finarce &
ICT'

Resolved 30.06.2023

2.O

Unaccounted
for
Development
Grants

The development
grants amounts was
grated through
petroleum
development and levy
and exchequer
development and was
used lo finance
planned projects
during the financial
year.

Mr. Davis
Cheruiyot
General
Manager
Finance &
ICT

Mr. Wilfred
Odour
Manager
Supply Chain
Department

Resolved 30.06.2023

3.0
Abandoned
Projecl

Contract was
terminated and
awarded-

Mr. Wilfred
C)dour
Manager
Supply Chain
Department

On-going 30.06.2023

4_0

Unapproved
Investment of
Surplus Funds

The funds were
deposited on call
accounts and not
Fixed Accounts as

earlier indicated.

Mr. Davis
Cheruiyot
General
Manager
Finance &
ICT

Resolved 30.06.2023
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APPENDIX II: PROJECTS IMPLEMENTED BY THE ENTITY

Projects

Projects implemented by Rural Electrification and Renewable Energy corporation Funded by
development partners

Status of Projects completion

t

;

I.KEMP 5587-KE World
Bank

7 r,0t3,000 Yes Yes

2.KOSAP 6l35KE World
Bank

6 3,500,000 Yes Yes

3.BADEA I l/597KE Badea 8 4,828,780 Yes Yes
4.GARISSA GCL2O I 5 Exim Bank 7 13,578,40 I Yes Yes
5.KEEP l487KE OPEC

Fund
5 t,500,000 Yes Yes

I

2

3
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ENTITY NAME:
REREC

Break down of Tramfers from the Minisfy ofEnergr 202212023 FY

Brnk Statement Drte Alnount (KShs.) FY to which the
rmounts rcbte

I Recunrnt GI?nts 06.t0.2022 4l .l 15.840.25 2022t2023

2',1.102022 4 r, r r5,840.00 2022/2023

23.t I .2022 4l,l 15,840.00 202212023

27 .03.2023 90,680,854.20 2022/2023

18.04.2023 30,226,95t.40 2022/2023

27.04.2023 60,453,902.80 2022/2023

07.06.2021 30,226,951.40 2022/2023

03.07 .2023 60,4s3,902.80 2022/2023

Total 395J90,082.85

b Developln€nt G rants

7 .10.2022 303,500,000.00 2022/2023

03.07 .2023 450,000,000.00 2022t2023

Total 753,500,000.00

c Petroleum Development Lcvy fmm The Ministry

16.11.2022 | ,669,000,000.00 2022/2023

Totrl l,669,000,000.00

APPENDIX III: INTER-ENTITY TRANSFERS

The above amounts have been communicated to and reconciled with the parenl Ministry

General Manager Finance & ICT
REREC

Head ofAccounting Unit
Ministry Of Energy

Sign
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APPENDIX IV: RECORDING OF TRANSFERS FROM OTHER GOVERNMENT ENTITIf,S

illnbtsy O
Enelgy

As per Bank

stat8rnent

l{ature:

TdlAmounl
(Ksh)'000'

Stetemont of
Financlal

Po omanco

0woloFront
Reaerve3

DoM lncorne Receivables Olien Total Funds

Tranrfer€d'000

RocurronU

Deuolopltt€nt

Ohors

Recureflt funds
See Appefldix 3

above
ReqJnent 395,390 395,390

39s,390
Devebpment

Funds

See App€ndix 3

above
Development 2,422,500 2,422,fio 2,422,5N

Oher Transfers

from Donm Development 1,855,819 1,855,819 1,855,819

Tohl 4,673,7m 395,390 4278,319 {,673,709
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