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a) Background Information

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

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

General being the Chief Executive of the Authority.

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

and strategic direction of the Authority.

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

regional offices.

(b) Principal Activities

As stipulated in the Kenya Roads Act, 2007, the Authority is responsible for the management,

development, rehabilitation and maintenance of the rural road network in Kenya classified as D, E
and others.

(c) Key Management

The Authority's day to day management is under the following key organs:

I . Board of Directors
2. Senior Management led by the Director General

(d) Fiduciary Management

The key management personnel who held office during the financial year ended 30tl' June 2020 and

who had direct fiduciary responsibility were:

(e) Fiduciary Oversight Arrangements

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

2. Kenya Roads Board.
I

No. Designation Name

I Acting Director General Eng. Philemon Kiprop Kandie

2_ Former Acting Director General Eng. Luka Kipchumba Kimeli

J Director (Corporate Services) CPA. Dan Manyasi

4 Director (Research, Strategy & Compliance) Eng. Peter Patu Gichohi

5 Acting Director (Road Asset Managernent) Eng. Julius K. Gakubia

6 Director (Planning, Design & Environment) Eng. Enock Ariga Kombo

7 Director (Development) Eng. Jackson K. Magondu

8 Deputy Director (Audit Services) CPA. Judith Chepkemoi Churno

9 Deputy Director (Corporation S ecretary I Legal Affairs) Mr. Justin Rapando

10. Deputy Director (Supply Chain Management) Ms. Margaret Wanja Muthui

KrY AUII{OR If.Y' S I NF'OITMAf 'I ON AND MANAGB MT'N'I'
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3. Public Investments Committee
4. Audit and Finance Board Committees

(f) Authority Headquarters

Barabara Plaza Block B, Airport South road, Opp KCAA building.

(g) Authority Contacts

P.O. Box 48151-00100,
Nairobi GPO
Tel.0202710464
Email : kerra@kerra. go.ke

Website: www.kerra.go.ke

(h) Principal Bankers

L KCB Bank Limited,
Moi Avenue Branch,
P.O. Box 48400-00100,
Nairobi GPO
2. NCBA Bank Limited,
Upper Flill Branch,
P.O. Box 44599-00100,
Nairobi GPO
3. Equity Bank Limited,
Equity Centre,
Hospital Road, Upper tlill.
P.O. Box 75104-00200,
Nairobi
4. Cooperttive Bank Limited
Co-operative I{ouse,
Haile Selassie Avenue,
P.O. Box 48231-00100,
Nairobi GPO

(i) IndependentAuditors

Office of the Auditor General
Anniversary'lowers, University Way
P.O. Box 49384-00100
Nairobi GPO

fi) Principal Legal Adviser

The Attorney General
State Law Office
Harambee Avenue
P.O. Box 40112
City Square 00200
Nairobi, Kenya
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Board members are drawn from representatives of public and private sector as set out in Section
8 of the Kenya Roads Act200l.The members who held the office during the year under review were
as follows:

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

From 24th July 2019

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

He has over 27-year experience in public adminishation, politics, diplomacy and
governance in public sector since 1992. Before his appointment as Cabirret
Secretary for the National Treasury & Planning, he served as the Cabinet Secrelry
for Labour and Social Protection since January 2018. Between the years 2006 and
2007 while Member of Parliament for North Horr Constituency, he also served as

the Assistant Minister for Science and Technology. At the height of his career
(March 20 l3-August 2017),he served as the pioneer Governor of Marsabit County,
the largest County in the Republic of Kenya. Between June 2009 and October 2012,
he served as Kenya's Ambassador to Austria with Accreditation to Hungary and
Slovakia and Permanent Representative to the United Nations in Vienna. In this
position, he aggressively pursued and advanced Kenya's foreign interests.

He held senior leadership positions at various diplomatic and international agencies
such as lnternational Atomic Energy Agency (IAEA), United Nations Organization
on Drugs and Crimes (UNODC), United Nations Industrial Development
Organization (LINIDO), Vice Chairperson of United Nations Convention Ag;ainst
Transnational Organized Crime (UNTOC), Vice President of Convention on Crime
Prevention and Crirninal Justice (CCPJ), and Chair of African GrouLp of
Ambassadors among others. Between 1992 and 2015, he served in different
positions in Kenya's Public Administration including as Dishict Commissioner
where he sharpened his management and administrative skills.

Mr. Henry K. Rotich, CBS
Cabinet Secretary - National Treasury

Up to 24th Julv 2019

Mr. Henry K. Rotich was bom in 1969 and holds a Master's Degree in Public
Administration (MPA) from the Harvard Kennedy School, Harvard University. He
also holds MA and BA Degrees in Economics from the (University of Nairc,bi)

Mr. Rotich is the immediate former Cabinet Secretary for the National Treasuty.
Prior to his appointment, he was the Head of Macroeconomics at the Treasury,
Ministry of Finance for 7 years. Prior to joining the Ministry of Finance, Mr. Rotich
worked at the Central Bank of Kenya for 12 years. He was attachecl to the
Intemational Monetary Fund (IMF) local office in Nairobi as an Economist between
2001 and 2004. He has been a Director of several Boards of State Corporations
including: Insurance Regulatory Board, lndustrial Development Bank,
Communication Commission of Kenya and Kenya National Bureau of Sta';istics.

Mr. Adan Hussein
Alternate to Cabinet Secretary - National

Treasury

q; i

Mr. Adan Hussein was born in 1977. He holds a Master of Arts in Development
Studies (Organizational Development), St. Pauls University, Kenya, 2010-2012 and
Bachelor of Arts (Economics), University ofNairobi, 1997-2001.

Mr. Hussein is a strategic leadership, public administration, corporate gcrvernance,

economic policy and program development expert with extensive Ivl&E and
fi nancial management experience.

He has a successful hack record in partnership buitding and resource mobilization
arena. He has spearheaded socio-economic development plaruring and
implementation, investment promotion and facilitation and programme fbrmulation
and co-ordination. He has worked in public administration as Senior
Adminishator/District Officer in different parts of the country.
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Mrs. Margaret Muiru, OGW
Alternate to the Cabinet Secretary - National

Treasury
Up to July 2019

Mrs. Margaret Muiru was born in 1959. She holds a Bachelor of Arts Degre-.^^

Political Science from the University of Nairobi and an MBA in Goverment and

Ethics from Mount Kenya University. She has attended various professional courses

including Advanced Public Adrninistration and Strategic Leadership Development.

She has extensive experience in adrninistration and corporate governance having

served in different capacities in various government departments and minisffies.

She was the alternate to the Cabinet Secretaty, the National Treasury up to July

2019

Prof. Paul Maringa Mwangi, CBS
Principal Secretary - Ministry of Transport,
lnfrastructure, Housing, Urban Development

& Public Works
From September 2019

Prof. Paul Maringa Mwangi was born in 1959 and holds a Doctor of Philosophy

- Environmental Planning, Jomo Kenyatta University of Agriculture and

Technology, 1999-2005, Master of Arts in Planning - Urban & Regional Planning,

University of Nairobi, 1989-1991 and Bachelor of Architecture Degree, University
ofNairobi, 1979-1986.

He is the Principal Secretary - State Department for [nfrastructure in the Ministry
of Transport, [nfrastructure, Housing, Urban Development & Public Works and was

previously Principal Secretary - State Deparhnent for Public Works in the sarne

Ministry having been appointed in December 2015.

prof. Maringa is a Founder Associate Professor of Architecture and Planning of the

FAED, Senior Expert, Planning & Project Management and Technical Expert &
Master Trainer in Building Construction & Infrastructural Planning &.

Development.

Mr. Julius Korir,EBS
Principal Secretary - Ministry of Transport,
lnfrastructure, Housing, Urban Development

& Public Works
Up to September 20 l9

Mr. Julius Korir is a holder of an MBA in International Business and a BSc. in

Agricultural Econom ics.

He is the irnmediate fonner Principal Secretary - State Department for
Infrastructure in the Ministry of Transport, Infrastructure, Housing, Urban

Development & Public Works and was previously Principal Secretary - State

Department for Industry and Enterprise Development in the Ministry of Industry,

Investment and Trade having been appointed in December 2015. He also served as

the Indushialization Secretary, Ministry of Industrialization and Enterprise

Development from MaY 2014.

Mr. Korir has l5 years experience in national trade and industry development and

l0 years experience in senior management and leadership positions in various

institutions in the trade and industry sectors. While at the Kenya Investment

Authority (KENINVEST), he held the position of Acting Managing Director from

August 20 I I to August 20 12. Mr . Korir also served at the Export Prornotion Council

for l5 years rising to become the General Manager in charge of Trade Information

and Business Advisory Services in 2008.
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Eng. Francis Gitau
Iternate to Principal Secretary - Ministry of

Infrastructure, Urban Development
& Public Works
Up to July 2019

Eng. Francis Gitau was born in 1965. He is the Infrastructure Secretary responsible

to the Principal Secretary, lnfrashucture, Ministry of Transport, Infrastructure:,

Housing, Urban Development and Public Works. He is nominated as an alternate

Board Member for the Principal Secretary, Infrastructure.

Eng. Gitau holds an MSc. Civil Engineering from the University of Nairobi, an

MBA from JKUAT, an Advanced Professional Training in Management of Road

Maintenance from Aachen University, Gennany and a BSc. Civil Engineering from

the University of Nairobi. He is the Chairman of the Mechanical Transport Fund

frorn 20 15. He has also been an Alternate Director. He has worked in varic,us

capacities including Chairman of Budget Committee, Infrastructure Department;

Chairman of Transport Sector Training Committee of National Induskial Trainrng

Authority; Alternate Chair of Ministerial Human Resource Committee; Chairnran

of National Steering Committee on Review of Road Design Standards; and ISO

lmplementer under Roads Deparhnent among otier leadership positions.

He is hained in various areas including Strategic Leadership; Resotrrce

Managernent; Management of Labour Based Road Construction and Maintenance

Prograrnme, Management of Road Maintenance, Financial Monitoring and

Evaluation, Management Corporate Governance and FIDIC Course.

Eng. Stephen Kogi
Alternate to Principal Secretary - Ministry of
Transport, Infrastructure, Urban Development

& Public Works

Eng. Stephen K. Kogi was born in 1964 and is the alternate to the Prirtcipal

Secretary, lnfrastructure Department in the Ministry of Transport, lnfrastructure,

Housing, Urban Development & Public Works from June 2020. He is currently the

Chief Engineer in charge of infrastructure quality standards and research in the

Ministry.

He has extensive experience in professional and public administration including in

strategic leadership and corporate governance gained from his trainin.g and

responsibilities in different programmes and mandates in govemtnent and as a

graduate of Civil Engineering from the University of Nairobi and with a Master's

Degree in Business Adrninistration from Jomo Kenyatta University of Agriculture

and Technology.

He has previously coordinated the improvetnent of roads under various
developrnent partners and the development of policies including the dr:sign of
guidelines in support of the Government agenda for the improvement of over
10,000Km of road network under the Low Volurne Seal Roads Progratnmr:.

He has been involved in various local and international forums and is the current
President of the African Road and Transport Research Forutn with a mernbership
of the Sub-Saharan African countries.
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Mr. Charles T. Sunkuli has previously served as the Principal Secretary,

of Environment and Forestry, a position he held from December 2015 to

201 8.

prior to his appointment as Principal Secretary, Mr. sunkuli worked with Ewaso

Ng'iro South River Development Authority (ENSDA) where he rose through the

,uikr to become the Managing Director from 2010 to 2016'

He has a wealth of experience in public service spanning over l8 years- Mr' Sunkuli

is an experienced managernent strategist with a solid background in administration,

planning, management and leadership.

He holds two Executive Masters Degrees in Business Adrninishation (EMBA) from

Eastern and Southern Africa Management lnstitute (ESAMI) and Maastricht School

of Management (MSM) Netherlands and a Bachelor of Education Degree (B'Ed.

Art, ft; Moi i1niversity. He has also undertaken various specialized trainings

including Procurement Standards and Socio-Economic Development, Governance

and GodTy leadership in the United States of America (USA) among many others.

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

Designated National Focal P-oint of the Green Environmental Facility (GEF) of the

UnitJa Nations Envirorunent Program, Board Mernber of the Strategic Approach to

International Chemical Managetnent (SAICM), National Focal Point of the Lake

Victoria Basin commission (LVBC) and Life Member of the International Red

cross Society among lnany other community-based leadership positions.

He pioneered a robust weather information access program by the Kenya

Meteorotogical Departrnent, inforrnation which is now available online' As the

National Focal Point of GEF, he successfully negotiated for funding of Key

National Programlnes through the Global Environment Faciliry (GEF).

\r{iligtnrr
Febrr

Mr. Charles T. Sunkuli' CBS
Principal Secretary - State Department for

Devolution, Ministry of Devolution and
ASAL.

He is currently Head of Supplies Chain Management System at the Ministry of

Devolution, State Departrnent of Special Programs'

He has a wealth of experience in supply chain management having worked in the

public sector for over 22 years in various govetnment ministries and departments

including the State House.

a .COM fromIS a ofholderln 629 andwaska bornrdBernaMr Suiyan
andlnFoundationa Purchasing SuppliesandIndianlversU Diplomaity,Jabalphur

T&Communication 'echnologyofCofrom llegeKenya

Mr. Bernard SuYianka
Alternate to Principal Secretary - State

Department for Devolution, Ministry of
Devolution and ASAL.

)

Ms. Margaret Osilli
Alternate to Principal Secretary - Devolution,

Ministry of Devolution and Planning
Up to July 2019

t

Ms. Margaret Osilli was born in 1974 and is the Assistant Director Devolution.
skills and expertise in financialShe is an accounting professional with management

management.

Ms. Osilli is a Certifred Public Accountant and holds a Certificate in Strategic

Leadership Development Programme. She has over 20 years' experience in cash

management, procurement, internal controls, budgeting, financial re-porting and

anatyiis. She possesses exceptional interpersonal and management skills. She has

worked for various institutions including Malaba Town council, Busia county

council, Nairobi city council, Kisumu city council, and county Government of

Kisumu.
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Prof. Oyuko. O. Mbeche was born in 1946 and is a

the field of Transportation and Planning'

Prof. Mbeche is a Member of the American Society of Civil Engineers, Americatr

Society of Engineering Education and Kenya National Academy of Sciences. He is

a Nobel Peace Prize recipient bestowed on him by the lntemational Panel on

Climate Change (IPCC) in December 2007 . He is a Professor of Civil Engineering

at the University of Nairobi and has supervised various undergraduate and

postgraduate proj ects.

He is the Chair of the Audit Committee
He has also written many research papers on matters touching on land use, planning,

transport economics and urban planning. tn his work experience, he has worked ras

a project coordinator, team leader, and project civil/structural engineer in various

government organizations.

Civil Engineer specializing irr

Eng (Prof.) Oyuko Mbeche
Tertiary lnstitutions

\N/

968 and holds a Bachelor of Arts in Land
Nairobi, a Post-Graduate Diplorna with the

and is currently pursuing her post-graduate

studies. Ms. Mbugua has worked for top real estate companies in Kenya amclng

them: Lloyd Masika Ltd. and Kenya Valuers & Estate Agents Ltd' where she has

held senior management positions. She has trained in Corporate Governance.

She is the Chair of Board Finance Committee
Ms. Mbugua has vast experience in the real estate indusffy consultancy with local

and international registration and licensing by the Valuers Registration Board

(VRB) and the Royal Institution of Chartered Surveyors (RICS). Ms. Mbugua is a

full member of the Institution of Surveyors of Kenya (ISK) and has served the

Institution as VEMS Chapter Chairperson and a member of the Governing Council.

Ms. Mbugua is a registered estate agent and is the imrnediate past Chairperson of
the Estate Agents Registration Board (EARB). As the chairperson of EARB, Ms.

Mbugua worked tirelessly to improve professionalistn and raise the profile of the

estate agency profession in Kenya. She is aTrustee of the Bible Societyof Kenya

(BSK) and a past Chairperson of the Board of BSK.

Ms. Mbugua is a seasoned valuer, specialising in business and hospitality industry

and oil and gas exploration valuation, as well as sales, letting and prc,perty

managernent.

Valuers & Estateis a director at Limited.Ms.

Ms. Nelty Mbugua was born in I
Economics frorn the UniversitY of
Institution of Surveyors of KenYa

Ms. Nelly Mbugua
Institute ofSurveyors

and is a holder of Doctor of Engineering (Dr-

Ing), Architecture/Spatial Planning fiom catholic University of Leuven (Kul)
(Silgium), 2008, Master of Architecture (M.Arch) Human Settlement from

Catholic University of Leuven (Belgium), 2003, Masters of Arts (MA) Planning

from the University of Nairobi (Kenya), 1997 and Bachelor of Arts (Ba) Sociology

from Kenyatta University (Kenya), 1995.

He is the chair of the Human Resource and Administration Committee
He is trained in sociology, planning and human settlements. He has worked as a

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

Planning at the Technical University of Kenya.

Mr. Esho has researched various aspects of housing, transpotl and planning in the

region and continues to collaborate in research with a number of institutions,

Dr. Lawrence Esho was born in 1970

KU Leu' HIS the Netherlands

Dr. Lawrence Esho,
Kenya lnstitute of Planners
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Eng. Shadrack Kiprutto Yego

Institution of Engineers of Kenya

Eng. Shadra k rutto Y,Kip ego was born in 980 and IS a holder of BSc (Civilc I

Eng.) Degree and is currentlY
the University of Nairobi.

undertaking an MSc. in Civil Engineering both f

He is the Chair of Technical Committee
He is currently the Technical Manager at SOBOCON Associates Ltd. Consulting

Engineers and Project Managers charged with the responsibility of design and

construction supervision of urban infrastructure (KISIP Kitui, Eldoret, Mombasa

and Malindi), Vihiga County and capacity building ofPublic Works Department tbr

Elgeyo Marakwet CountY.

He has worked as a consultant at Kenya Pooled Water Fund charged with the

responsibility of reviewing of feasibility studies, detailed designs, and tender

documentation for water and sanitation projects for eight (8) Water Service

Providers (WSP) - Nairobi, Kisumu, Eldoret, Nanyuki, Thika, Nyeri, Embu and

Meru.

Mrs Rose Githua
Kenya Institute of Planners

Up to July 2019

Ms. Rose Wanjiru Githua was born n 1947 . She is a Registered Physical Planner

and an Envirorunental Impact Assesstnent (EIA) Lead Expeft.

She is a Corporate Member of the Architectural Association of Kenya (Town

Ptanning Chapter) and a Lead Environmental hnpact Assessment and Audit Expert.

She is also a Member of the Environmental lnstitute of Kenya (EIK)'

She has worked as a Consultant in physical (spatial) planning/ElA Lead Expert (R.G

Plantech Consortium) and as a Senior Assistant Director of Physical Planning, a

Senior Physical Planner/Provisional Physical Planner and a Physical Planner in the

Ministry of Planning.

She has been trained in environmental irnpact assessment; introduction to urban and

regional planning using Arc GIS and Arc View; participatory environmental

planning;-public iervice management programme; advanced international training

p.og.u-rn. in Stockholm Sweden; management seminar for adrninistrative and

iecnnicat officers; and inter-personal managernent developrnent skills for senior

women in the sector

Eng. Luka K. Kimeli
Ag. Director General
Up to 6th luly 2020

nng. t uLa K. Kimeli was born in 1973 and is the former Acting Director General

and Secretary ofthe Board.

He holds a First Class Honors BSc. (Civil Eng.) Degree from the University of
Nairobi. Eng. Kirneli is a seasoned engineer with extensive experience in the areas

of planning, policy formulation, and construction management. He has held several

renior positions in the pubtic service. Eng. Kirneli was seconded to the Kenya Rural

Roads Authority initially as a Regional Manager and later became the General

Manager (Maintenance).

He is a Registered Professional Engineer with the Engineers Board of Kenya and a

Corporate Mernber of the lnstitution of Engineers of Kenya (MIEK). He is trained

in corporate governance and Strategic Leadership Development Prograrune.

Eng. Philemon Kandie
Ag. Director General
From 6th July 2020

Eng. Philemon Kandie was born in 197

with the Engineers Board of Kenya and

I and is a Registered Professional Engineer
a Corporate Member of the Institution of

Engineers of Kenya (MIEK).

Eng. Kandie holds Master of Science in Road Management & Engineering from the

University of Birmingham in the United Kingdom, BSc. (Hons) in civil
Engineering from Jomo Kenyatta University of Agriculture & Technology and

Diplorna in Transport Planning, Development & Management from Galilee

Management Institute (lsrael).

He has been extensively trained in managernent infrastructure embracing road asset

management and has valuable experience

I

in policy formulation, planning, design,
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He worked in the Ministry of Roads and the Kenya National Highways Authorify

as Regional Manager in various stations before he was promoted to Regional

Network Coordinator in the headquarters.

Eng. Kandie holds leadership portfolios in and

gained from his workingconstruction and

experience in the

of the Authority and is a member

lnvestment Plan, Review of Roadofvarious corrunittees alnongst them Road

and Roads 2000 StrategyClassification, Performance Based

lmplementation.
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Eng. Philemon Kandie
P.Eng., BscHons, MIEK, MSc

Ag Director General
From 6th July 2020

Eng. Luka K. Kimeli
P.Eng., BscHons, MIEK
Ag Director General
Up to 6th July 2020

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

Director - Research, Strategy & Compliance

''iFir

\

CPA Dan Manyasi
MBA, BCom, CPA(K)

Director - Corporate Services

Eng. Jackson K. Magondu
P.Eng., M(lBL), BSc., MIEK, A(CIArb-UK)

Director - Development

Eng. Julius K. Gakubia
P.Eng., BSc., MIEK

Ag. Director - Road Asset Management

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

Director- Planning, Design & Environment

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

Deputy Director - Internal Audit
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Ms. Margaret W. Muthui
Msc(Proc.& Logistics), Bsc(Computer Science),

MKISM, MCIPS
Deputy Director - Supply Chain Management

I
I,It

Mr. Justin M. Rapando
LLM, LLB, Msc, Dip(KSL), CPS(K), M(ClArb)

Deputy Director - Corporation Secretary/Legal

Affairs
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Revenue s 2OL9-2020 (Ksh'000)

Donor
1,O18,506

Others
L,232,634

, Road Maintenance Levy . Exchequer Development Fund n Development Partners Other

Tota ! Revenue : 91,802,4'l I

RMLF

4,370,576

' l-0% Constituency Links Roads . 10% Special allocation

'r 22% Constituency Roads Fund RMLF Operations

Total RMLF:23,78L,L5O

12
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RMLF

23,78L,t5O

Z
-a

GOK

65,770,188

22% Constituency

Roads Fund,

6,253,640 10% Special

allocation,

10,3L4,370
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Funding History

70,000,000

60,000,000

50,000,000

40,000,000

30,000,000

20,000,000

10,000,000

t Dev. Partners

,] RMLF

I Exchequer

90%

BO%

70%

60%

50%

40%

30%

20%

10%

o%

20L5-2016

r,430,784

1t,289,67 3

20,985,05 1

20t6-20t7
506,114

15,277,724

49,045,50 s

2017-2018

894,500

t5,t03,97 4

30,26t,r92

20t8-2019

896,320

L6,926,623

37,263,912

2079-2020

1,018,506

23,78L,150

65,770,188

. , Dev. Partners !l RMLF I Exchequer

Funds Absorption Rate

83%

74%
7t% 70%

65%

2015-20L6 201,6-2017 2017'201'8 2018-2019 2019-2020
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Overview

J t is my pleasure to present the Eleventh Financial Statements for the Kenya Rural Roads

t Authority, 1'or the year ended 3Oth June 2020. T'his report outlines a review of the financial status,
r projects and Programmes for the rllral road infrastructure that were planned and implemented

including the challenges encountered and progress made towards fulfilling the mandate of the

Authority. In addition, it gives a future outlook of the Authority. It has been prepared in accordance

with the Accrual Basis of Accounting Method under the International Public Sector Accounting
Standards (IPSAS).

Re-alignment with the Constitution 2010 and Road Sector Reforms

The Authority takes pride in fulfilling the mandate bestowed upon it to develop, construct and

maintain the national secondary trunk road network in the country. The scope of the rural road
network was revised via the Kenya Gazette Lcgislative Supplement No. 4 (Special Edition) of 22"d

January 2016. fhe Authority is currently managing 22,769Km of national secondary trunk road
network (Class C). The currcnt portfolio of contracted road works coverage is over l,200Km of roads

under improvement to bitumen standard at a cost of over KShs. 32OBillion which are at various stages

of implementation.

Support to the Kenya Vision 2030 and Big Four Agenda

'I'he Kenya Vision 2030 aims at making Kenya a newly industrialized country providing high quality
of life for alt its citizens by the year 2030. Under the Vision's economic pillar, the economy is
projected to grow at an annual rate of 10%o per annum. To realize this growth, an efficient road

network is a key enabler towards the growth of key sectors of the economy identified under the Kenya
Vision 2030. Presently, the National Government continues to construct the pledged 10,000Km of
roads countrywide under various road construction methods and technologies among them the Low
Volume Seal Roads (LVSR) technology and the conventional design approach. The attainment of
Vision 2030 aspirations will depend heavily on the quality of road infrastructure network through
reduction of transport costs, improvement of accessibility and enhancement of road safety.

Consequently, a sustained dedication and commitment continues unabated on the part of the Board

of Directors to ensure efficient attainment of the national development agenda.

National secondary trunk road infiastructure development and maintenance is a critical enabler in the

realization and sustainability of each of the four focus pillars of the government development agenda:

universal healthcare, food security, manufacturing and affordable housing.

General Economic Outlook

Kenya has made significant political, structural and economic reforms that have largely driven
sustained economic growth, social development and political gains over the past decade. Ln2019,
Kenya's economic growth averaged 5.7o/o, placing Kenya as one of the fastest growing economies in
Sub-Saharan Africa. The recent economic expansion has been boosted by a stable macroeconomic

environment, positive investor confidence and a resilient services sector.

Kenya's economy is being hit hard through supply and demand shocks on external and domestic

fronts, interrupting its recent broad-based growth path. Apart from the COVID-19 (Coronavirus)
pandemic, the locust attack which started in early 2020 affected many parts of Kenya especially the

North Eastem region. It had a negative impact on the food security and growth of the agriculture
sector in the country. Real Gross Domestic Product (GDP) growth is projected to decelerate from an

annual average of 5.lYo (2015-2019) to 1 .5o/o in 2020. However, if it takes longer than expected to

14
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the COVID-19 pandemic under control, GDP could contract by 1.0%in2020 and see a delay

the projected recovery to 5.2Yo growthin2l}l. The downside risks may include a protracted global

undermining Kenya's export, tourism and rernittance inflows. In addition, further

ri tening of COVID-I9 health response measures may disrupt the domestic economlc activities

uding execution of road works.

has the potenti al to be one of Africa's success stories from its growing youthful population, a

private sector, highly skilled workforce, improved infrastructure, a new constitution and its

role in East Africa. In 2O2O,Kenya ranked 56th in the world Bank ease of doing business

up from 61't in2019 (among 190 countries). Compared to its neighbours, Kenya has a well-

social and physical infrastructure. As of 2020, Kenya is the third largest economy in Sub-

S Africa, coming behind Nigeria and South Africa.

tegic Focus

Board is continuously committed to entrenching principles and values of public service and best

1n corporate governance in the Authority's activities. During the Financial Year (FY)

20 the Board spearheaded transparency and disclosure, accountability, risk management,

ln controls, ethical leadership and good corporate responsibility which ensured sustainability,

and excellence in achievement of the Authority's strategic objectives, strategies and

ties including good financial performance

In period under review, the Authority received a total of KShs. 90.5Billion against a budget

al of KShs.9l.5Billion. A total of 1,027Km of road network was upgraded to bitumen

against a target of 916I(m. Majority of the core/operational perfornance indicators were

met the emergence of COVID-l9 which affected some operations at the tail-end of the

year. The strategic focus remains positive based on enhanced National Government's

tments for increased budgetary allocations over the years from development vote exchequer

and the current road bond financing.

'fhe

the
remains confident that, notwithstanding the challenging financing gap, the Authority has

strength and operational resilience to optimize its performance in FY 202012021.

App tion

On of the Board of Directors, Management and Staff of the Authority, I express my sincere

to the Government of Kenya; the National'freasury and Planning; the Ministry of Transport,

Housing, Urban Development and Public Works; related road agencies; development

; taxpayers and other stakeholders for their continued support. This goes a long way towards

a solid institution that is responsive to its mandate and stakeholders' expectations. It is the

Bo s undertaking that it shall endeavor to achieve stakeholder expectations and even surpass them

where ssible
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fflhis report is prepared in accordance with the Accrual Basis of
I Accounting Method under the International Public Sector

I Accountinf Standards (IPSAS). It describes the progress the
Authority achieved in the FY 201912020 against targeted

performance outputs as contained in the Authority's Performance
Contract, Strategic Plan (2018-2022), policies, service delivery charter
and government directives.

Guided by our Core Values (Good Governance, Professionalism,
Innovation, Integrity, Equity, Team Work and Collaboration), the Authority ascribes to high
standards of professionalism across all cadres as manifest in sustained high achievement of
performance targets over the years. Enshrined in the Strategic Plan are our codified ambitions as an

institution, which have been developed in keeping with essential policy and legislative targets for the
roads subsector as envisaged by the National Government via sessional economic guidelines. The
Strategic Plan has also incorporated the views and aspirations of critical stakeholders among them
the citizens of the Republic of Kenya, other arms of Government, Development Partners, road
contractors and service providers.

Service Delivery

'I'he Authority undertook a seamless interface between SAGE and Bank System for seamless payment
settlement ensuring security of payments.

During the FY under review, the Authority committed to modernize its systems by introduction of
modern technologies, for example, the use of Enterprise Resource Planning Solution integrating
among others HR and Payroll, Finance, ICT with an Employee Self Service Portal and Intranet Portal
for all Kenya Rural Roads Authority (KeRRA) staff to improve service delivery.

Performance Management

During the year under review, the Authority continued to implement 154 road work contracts
(6,617Km) worth KShs. 297.5Billion for Roadsl0000 LVSR Programme. fhe programme has up to
date produced an output of 3,225Km. To date, various road projects have been substantially
completed. These include:

1) Mariakani - Bamba (D549) and Kilifi - Kiwandani Primary School Roads
2) Kamatira - Cheptongei Road
3) Brooke Bond - Maili Nne - Kipkelion - Londiani/Maili Nne - Chepsion Roads
4) Daraja Sita - Dikirr - Chebole - Labotiet (D233 &.D234) Roads
5) Ruaka - Banana - Limuru (D407) - Ngecha (F,423) and Thogoto - Gikambura -

Mutarakwa (Phase l l l) (D4l l) Roads
6) Mauche - Bombo - Olenguruone - Kiptagich - Silibwet Road
7) Junction 88 - Masalani Road
8) Sultan Hamud - Kasikeu - Wautu - Kyambeke - Kikoko (D515) Road
9) Karima A2 - Kianjege - Mukangu - Ndimaini - Karatina and Kiburu - Kabonge Roads
10) Njegas - Mutito - Gatwe - KangaitalKiaga - Kianjege - Mikinduri Roads
11) Butere - Sidindi and Butere (Bukolwe) - Musanda - Bungasi - Sigomere - Ugunja Roads
l2) Malindi - Kaloleni - Sala Gate (C103) and Sabaki - Marekebuni (D553) Roads
13) Lwakakha - Korosiondet - Tulienge - Sirisia - Namwela - Chwele Road
14) Imaroro - Mashuru - Isara Road
15) Kimutwa - Makaveti - Kwa Mutisya Road
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16) Kangeta - Muutine - Laare Road
17) Gati-Iguru - Ithanga - Mithini - Kirimiri - Gakungr-r/Gakungu - Makuyu - Kamahuha -

Mbombo Roads
18) Teganda - Ndaraweta - Isaik - Sigorwet - Leldaret Road

l9) Soimet.- Kapletundo - Mogogosiek and Kapletundo - Kapngoken - Kilgoris - Olososayiet

Roads
20) Jnc A104 - Drys - Jnc C53 - Kapchorwa - Plateau -Naiberi Road

21) Murang'a Town (Huhi Town Stn) - Karii Railway Stn - Muthingiriri - Marewa - Gakindu

Bridge - Wandaka - Gikuu - Kayuyu - Mirira Road

road work contracts for conventional design approach, R2000 Programme,

works and periodic and routine maintenance works continued to be

A total of l,Oz7Krn were upgraded to bitumen standards, 35Km
itated, 18,657Km routinely maintained, 5 bridges/box culverts constructed,

1,1 7Km of roads designed and 1,507Km of road reserves mapped.

acity Building

Authority is privi leged to have a dedicated staff. Competency-based training was offered to staff
through an elaborate training plan for all staff by attending short courses during the period

review. Youth internship and industrial attachments to offer practical work exposure to

and undergraduate students were also extended to 269No. students, who were attached to

Directorates and Sections within KeRRA to gain on-the-job experience for a minimum
of three months.

Vr

as

members of staff were promoted to fill skills gaps among different cadres. This has boosted

the of the staff as well as enhanced their productivity. The current Board of Directors were

in January 2020 and Board inductions and continuous skills development continued so

familiarize the Directors with their responsibilities, general principles of corporate governance

and practices.

, the Authority relocated from Blue Shield Towers to Barabara Plaza where working
en is more conducive. fhis will also lower some overhead costs and create savings for

core/operational activities

ming of Cross-cutting Issues

Rural Roads Authority continues to make a significant contribution towards mainstreaming of
ISSUCS Among them include road safety mainstreaming by developing, maintaining and

rural road environment and by identifying and addressing road safety concerns. Other cross

issues include environment conservation, gender mainstreaming, disability mainstreaming,

cohesion and values, HIV/AIDs prevention, strategies against drug abuse and anti-corruption

s within KeRRA operations and activities.

Futu Outlook FY 201912020

The A developed a five-year Strategic Plan (2018-2022) to provide a road map for meeting

its goals. The Strategic Plan inculcates good corporate govemance, accountability,

improvement and effective service delivery AS key hallmarks in achieving the

A 's mandate. It also takes cognizance of the changes in the operating environment such as

the im of the Constitution of Kenya 2010, Govemment laws and policies, the Second

Kenya Sector Investment Programme, the Third Medium Term Plan (2018-2022), Sustainable

Goals, emerging issues and challenges, among others to ensure synchronization with
the
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The Authority will aim at rehabilitating the existing road infrastructure and completing the ongoing

contracted works to support the primary growth sectors of the economy in trajectory to economic

transformation and effective service to the citizens.

Appreciation

In conclusion, I take this opportunity to express my sincere gratitude to the Authority's stakeholders;

the Ministry of 'fransport, Infrastructure, Housing, Urban Development and Public Works and the

National Treasury and Planning for their distinguished role in helping the Authority achieve its

mandate through both policy and budgetary support. In addition, my appreciation goes to
development partners (KfW, AfD, BADEA and EU) and related road agencies for their continued

support.

On behalf of the Management team, I would also like to thank the Board of Directors for their
continued support, visionary leadership and the guidance they provided to the team throughout the

year. I also wish to recognize the role played by the Authority's clients who continue to support its

various initiatives. They remain a crucial stakeholder without whom the Authority would not have

achieved its set objectives and goals.

Lastly, on behalf of the Board and Management of KeRRA, I take this opportunity to congratulate

KeRRA's staff for their tireless efforts and commitment that have enabled recording remarkable
performance. I look forward to their continued support in making our vision a reality.

#-1,4
Eng. Philemon K. Kandie
Ag. Director General
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Section 81 Sub-Section 2(f1 of the Public Financ€ Management Act, 2012 requires the accounting officer to include in the funncial statemetrt, a statement of the

National Govemment entif's performance against predetermined objectives.

Kenya Rural Roads Authority (KeRRA) has Five (5) strategic pillars and objectives within its Stategic Plan for the FY 2018/2019- 202212023. These shategic

pillars are as follows:

Strategic Objective 1: To increase the national secondary trunk road network under bitumen standard 
_

2,2942KmaDesign roads to support
accessibility to all
production, market and social
centres for enhanced
economic growth

aTo design I,582.92Kn of rural
road network

1. Roads designed (Km)

32.2knaOpen up rural roads to reduce
transport cost and joumey
time.

aTo upgrade l22.7Km of rural
roads network to bitumen
standards

a2. New roads constructed under
Conventional approach (Km)

70.OKmoOpen up rural roads to reduce
transport cost and joumey
time.

aTo upgrade 68Km of rural roads
network to bitumen standards

a3. New roads constructed under
Annuity Program (Km)

100.5KmaOpen up rural roads to reduce
transport cost and journey
time.

aTo upgrade I41.54Km of rural
roads network to bitumen
standards

a4. New roads upgraded under Roads

2000 Program - LVSR (Km)

1,850.7KmaOpen up rural roads to reduce
transport cost and joumey
time.

aTo upgrade 1,500.8Km of rural
roads network to bitumen
standards

a5. New roads constructed under Roads

10,000 Program (Km)

7 No. constructedaDesign and construct bridges
to support accessibility to all
production, market and social
centres for enhanced
economic growth

oTo construct 6No. bridgeso6. Bridge Construction Program (No.)
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Strategic Obiective 2: To imp rove maintenance and rehabilitation of the national secondary trunk road network
Provide basic services in
marginalized areas to the
level generally enjoyed by
other areas

a 200KmTo improve 194Km of roads in
14 marginalized Counties to
gravel standard

a7. Equalization funded road works
(Km)

164KmaWell maintained roadsaTo carry out periodic
maintenance of 150Km of rural
road network

a8. Periodic maintenance (Km)

Well maintained rural roadsa a 70.6KmTo rehabilitate 120Km of rural
road network

a9. Roads reconstructed and

rehabilitated (Km)
a Use labour based methods in

maintaining rural roads
207.6Kff1aTo maintain 177 .ZKm using

labour based methods

a10. Roads maintained under Roads

2000 Program (Km)
Safeguarding rural roads
investment

a 16No. rural roads
monitored for axle loading

aTo monitor 26No. rural roads

for axle loading
a11. Axle load monitoring

Strategic Obiective 3: To develop road management plans and systems
1507Km ofroad reservesaa Safeguard road asset from

encroachment
To Map 2010.47kn of roadO

reserves
12. Road Reserves Mapping

Report on traffic count at

50oZ census points.
aTraffic census data for

planning and design
purposes

aTraffic count report atl00%o
census points

a13. Traffic census

Strategic Obiective 4: To enhance service deliverv
Service Charters have
been displayed
prominently in the size
indicated in the guidelines

205No. Staff sensitized on
the Customer Service
Charter and the Service

a

a

o Informed citizens

Improved customer carea

Reviewing and printing Service
Charter in English and
Kiswahili.

Staff sensitized on the

Customer Service Charter and

the Service Charter

a

a

14. Implementation of Citizens' Service

Delivery Charter
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Charter has been cascaded
and circulated to all 47
Regional Offices as per
the guidelines

The system went live in
April2020 and is
currently used by Finance
Section for processing all
payments

aRoll out new payment
platform

aImplement Sage Bridge
Application (Pay Bridge)
System Development

15. Application of Service Delivery
Innovations

Four (4) trainings for the

Board:

Governance Committee

Committee

Resolve all public complaints Satisfied public16. Resolution of Public Complaints oao

ance
aoa

Stra ob
17. Develop capacity of the Board

5: To enhance co

Resolved all public
complaints for the quarter
and forwarded report to
CAJ in the prescribed
format

Induction conducted for
the new Board

Undertake Board induction
and trainings

21
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Overview

The Board emphasizes on principles of good Corporate Governance in the discharge of its mandate.
The positions of Chairman and Chief Executive are held by different persons. The Director General
is the Secretary to the Board and works closely with the Board to ensure that the Board discharges its
mandate. The Board has 4 committees through which it discharges its mandate. The Board undertakes
Board evaluation every year. The Board provides oversight to management who are responsible for
the day to day running of tlie organization. The Board and management have been trained on the
Mwongozo Code of Corporate Governance for State Corporations.

Organization Structure of the Authority

The Kenya Rural Roads Authority is governed by a Board of Directors as per Kenya Roads Act,
2007 . The day to day management of the Authority is carried out by the Director General who is also

Secretary to the Board. l'he Authority carries its mandate through the following Directorates.

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

Appointments to the Board

Appointrnents to the Board are carried out pursuant to section 8 of the Kenya Roads Act 2007. The
Chairman of the Board is appointed by the President of the Republic of Kenya. Members of the
tloard are appointed by the Cabinet Secretary, Ministry of Transport, Infrastructure, Flousing &
Urban Development on recommendation of the various nominating institutions provided for under
the Kenya Roads Act2007.

Board Organization and Structure

The composition of the Board is as per the provisions of Section 8 of the Kenya Roads Act,2007.
The Board is composed of representatives of relevant Government Ministries and private sector as

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

up Four (4) standing committees to enable it discharge its oversight role.

The role of the Board

The role of the Board is to provide oversight to the management activities in the management of the

Authority's affairs. The Board also provides strategic direction to management in the rr"rnning of the
Authority's affairs.

22
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ivities of the Board

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

program and agendas for meetings. 'fhe Board is required to meet at least four times a year

the meetings are structured to allow open discussion. All sr-rbstantive agenda items have

ve briefing papers, which are circulated well in advance.

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

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

given an opportunity to make their views known to the Chairman or the Director General prior

or after the meeting

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

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

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

Effectiveness

B

B Committees

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

mittees. These are Board Finance Com mittee, Board Human Resources Committee, Board

it, Risk & Governance Committee and Board Technical Committee. The committees are

ided with all necessary resources to enable them to undertake their duties in an effective manner,

A it, Risk & Governance Committee

Board Audit Committee was established in accordance with the provisions of T'reasury Circular

No 16. of 25. The Board receives reports from the Audit Committee. The Internal Audit function

rts directly to the Board Arrdit Committee and is independent of managetnent operations

Fin ce Committee

committee meets on quarterlY basis. The committee assists the Board in its oversight role of the

A relating to Authority's finance matters. This is as per the commt ttee's Terms of Reference.

Human Resource Committee

ttee assists the Board in its oversight role of the Authority relating to Authority's human

reso matters. This is as per the committee's Terms of Reference'

oard is sufficiently independent of management and performs its functions in a way to enhance

effectiveness. To further enhance effectiveness, the directors have been trained on various

on Corporate Governance and Mwogozo Code of Conduct

The
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Iloard Technical Committee

The committee assists the Board in its oversight role of the Authority's function relating to the
technical issues relating to the Authority's mandate. This is in terms of the design, construction and

maintenance of roads under the Authority's mandate.

Director Date
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AGEMENT DISCUSSION AND ANALYSIS

ECTION A

entity's operational an d fi nancial performa nce

National Government's commitment continues to be seen through the improved budgetarY

location to the road sector. In the period under review, the Authority received a total of KShs

528illion against a budget allocation KShs. 90'OBillion for the full financial year Included in the

nding is KShs. 25 5Billion towards settlement of pending bills arrears for the Authority as at25th

ebruary 2020

TION B

tity's compliance with statutory requirements

uthority has complied with all statutory requirements externally imposed throughout the

There are no major noncompliance issues that may expose the Authority to potential

Ki

A

ngent liabilities.

CTION C

projects and investment decisions the entity is planning/implementing

e Authority has an ongoing Portfolio of 8,054Km of contracts under reconstruction and upgrading

KShs. 35lBillion with 3,930 Km expected to be completed within the next three years at a

cost of KShs. l SgBillion. The bulk of the contracted works falls under the Roads 10,000 Low

lume Seal Roads Programme. During the financial year, the contracts under the Annuity

gramme through Public Private Partnership have progressed past the 70Km mark on Ngong -
ian - Isinya and Kajiado - lmarora Roads and LVSR has achieved a cumulative 3,878Km in

of milestor-res.

OND

il:]TffffiH}fi:,,* is exposed to are reporred on the Note 26 orthis report.

NE

rial arrears in statutory/financial obligations

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

imately KShs. l3.7808illion as at 30th June 2020. These have been included as Part of

S ONF

t,ii Ue"n no reports of financial improbity by the internal audit, external audit or other
The

ent agencies.
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1. Sustainability Strategy and Profile

A broad Political, Economic, Social, Technological, Environmental and Legal (PESTEL) scan was

undertaken with a view to describing the circumstances under which the Authority operates so as to
be able to appreciate the factors that will either support or impede the process of implementing the
Strategic Plan.

Political Factors
I . Political Interference r Interference with project planning

and implementation
. Cost inflation due variation

Adherence to project
implementation guidelines

Public participation
Adherence to Annual Road Works
Program (ARWP)

a

a

o

2. Funding to the Authority affected
by political dynamics

Low funding level in comparison to
increased demand for better roads

Additional funding

a . l,obby parliament and cabinet
. Stakeholderengagement

. Lobby parliament and cabinet

. Stakeholderengagement
3. Multiplicity of players in policy

developrnent
Interference with policy
implementation
Conflicting directives leading to risk
of non-compliance

a

a

tjphold Corporate Governance
guidelines
Develop assertive leadership

Capacity building

a4. Weak institutional leadership . Interference with institutional
governance

Partial or total non-adherence to
pol icies and guidel ines

a

a

Adherence to project
implementation guidelines

Engagement with relevant
stakeholders

a

a

5. Prolonged political activity Interference with project
implementation
Gaps in leadership and direction

a

a

llconomic [.actors
Maintenance backlog (increased
road asset deterioration)
High vehicle operating costs

High road user costs

Reduced network improvement
High cost of interest payments

a

a

a

a

. Increase RMLF allocations

. Lobby for enhanced external
funding

r Explore alternative options of
tunding

. Increased collaboration with
external partners

I . Lack of adequate funds

Monitoring and review of policies
and strategies

Macroeconomic stability
Adaptation to changes in fiscal
policy

a

a

a

2. Fiscal and Monetary Policies High taxation
Inflation
High cost of fuel and road works
materials
Limitations to line budgetary items

a

a

Discrepancies in economic
empowerment among counties
(marginalized areas)

Skewed regional competitive
advantaqe

a

a

o Increased Equalization fund
. Increased Equitable l0% RMLF
. Standardisation and

harmonisation

3. Regional economic disparities

Social Factors
Road reserve demarcation
Public sensitization
Stakeholder engagement

a

a

lncreased accidents
Loss of livelihoods
Increased project costs

Hostility

a

a

a

l. Road Reserve Encroachment
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o Interference with project
implementation

Public sensitization
Enforcement of axle load limits
Periodic road design reviews

Stakeholder engagement

a

a

l. Poor adherence to axle load limits

Effectively manage expectations

Public sensitization
Engagement with stakeholders

Upholding organisational core
values

a

a

a

. Formulation and review of ARWP
r Formulation and review of

Corporate Social ResponsibilitY
(CSR) work plan

Meeting Societal Expectations

High investment in ICT sYstems and

infrastructure
Effective i nformation securitY
management

Enhanced efficiency and operational

. Develop suitable ERPS

. Develop and implement
information security strategies

. Implement ISMS

a

t

a

Factors

interconnecti

Automation and information
security

I

Incorporate usage of locallY
available materials and labour

High cost of transition
Need for matching staff knowledge
and exposure with technologY

. Adaptation oftechnology and
road construction concePts to
emerging trends including
R2000 & R10,000

o Monitor obsolescence of
technology and approaches

o Frequentupdates
. Plan for future technological

improvements

cal factors/Environmental & Road

a

a

a

a buildi

technologies in road
and ICT

2.

Ecr
Develop and implement annual
disaster mitigation and

management strategy

Enhance works insurance to cover
for adverse weather

a

a

Partial or total cut-offof the road
network
Increased frequency and costs of
road maintenance and rehabilitation
works
Delay in execution of projects in
adverse weather and cost ovelruns

Availability of manpower

a

a

a

a

verse weather conditions
mudslides, prolonged
and drought)

. Research on alternative road

construction material
o Embrace viable emerging

technologies

Depletion of natural resources

High construction costs

Damage to economically productive

lands

a

a

ability ofnatural road2.4
material

fEI Init

Kenyo Rural Rouls Authoritl'
Attttuttl Report aud Finuttciul Slulenwrts
Fttt the lgar ended 30't' June 2020

2. nvironmental Performance

As Authority imp lemented its key operations, it ensured mitigation against environmental

ion. This involved making decisions and taking actions that are in the interests of protecting

I world, with particular emphasis on preserving the capability of the environment to support

(i

life. Among the key activities undertaken included the following:

l8No. EIA licences were issued by NEMA;
lONo. Staff were trailed on Environmental Impact Assessment/Environmental Audit; and

Management Committee to fast track Tree Planting MOU between the Authority and Kenya

the
hu

(i
Forest Service (KFS) was constituted.
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o Costly maintenance of roads
o Reduced road lifespan
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3. Employee Welfare

The Authority recruitment process is guided by the following statutes

a) The Ernployment Act,2007
This ensures the protection of the ftmdamental rights of employees and provides basic
conditions of employment of employees. It defines the contractual obligations of both parties.
It ensures both the rights of employees are protected in terms of Terms and Relationships,
Protection of Wages, Employment Relationship and Termination and Dismissal.

b) The National Cohesion and integration Act, 2008
That prohibits discrimination in employment. It requires all public establishments to seek to
represent the diversity of the people of Kenya in the employment oJ'staff and to have no more
than one third of its stafffrom the same elhnic community.

c) The Public Service Commission Act,2017 and PSC Regulations,2020
Some of the staff working in KeRRA were originally from the Ministry and the provisions of
the Act pertaining to Appointmenls, Promotions, Re-designations, Transfers, Secondments
and Deployments are applied.

d) The KeRRA HR Policies and Procedures Manual
The Authority is an equal opportunity employer and does not in its recruitmenl and selection
process, discriminate on the basis of gender, race, religion, ethnicity or any other form of
discrimination. The constitutional requiremenl on mainstreaming of Gender and Persons with
Disabilities as stipulated in Article 232 of the Constitution of Kenya is observed alongside
any policies issued by the National Cohesion and Integration Commission (NCIC).

4. Performance Appraisal

The performance management system of the Authority is designed to measure employee performance
and ultimately the achievement of intended results for the organization. 'fhe Authority has an

inr:entive scheme aimed at rewarding members of staff based on the value they are adding to the
Authority in relation to their performance, approved experience and professional skills/competence.
This framework therefore establishes a basis for rewarding exemplary performance and administering
sanctions for poor performance, motivating employees to have positive attitude to work and to
enhance productivity irr the Authority.

Whilst the Authority recruits competent personnel, it endeavors to continuously improve the
Knowledge, Skills and Attitudes of its employees to ensure that their performance meets and/or
exceeds the minimum expectations and benchmarks best practices. [t recognizes the need for training
and development of all employees in order to ensure effective delivery of its broad mandate. Training
opportunities are therefore offered to all its employees in order to improve their work performance
and personal developrnent. Funds allowing, all members of staff should have at least Five (5) days

training in a year.

The Authority has a developed Career Progression Guidelines which provides for a well-defined
career structure aimed at attracting, motivating and facilitating retention of qualified and experienced
personnel in the Kenya Rural Roads Authority (KeltRA). It establishes distinct levels of
responsibilities in the grading structure and sets standards for advancement to higher grades on the
basis of professional competence, speciali'zation, knowledge, experience, proven ability, diligence
and drive as reflected in work performance and results.
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6.

Authority has developed an Occupational Safety and Health Policy wh ich guides its operations

ensure the safety of both Employees in the workplace and other stakeholders.

Market Place Practices

nti-corruption - Contractors have declaration forms in tender documents and the evaluation

mittees also sign declaration forms on conflict of interest.

Authority through the Constituency Roads Committees (CRCs) in the various Regional Offices

various stakeholders in prioritization of maintenance of roads

Authority through its Procurement Department uses the most preferred procurement method

on services and goods being procured. Open Notational Tendering is used to encourage

among suppliers. The bidders are debriefed on how they fared during the tendering

and notification is issued to all participating bidders indicating the successful bidders.

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

or and confidentiality of information. Special groups have also been allocated tenders

Community Engagements

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

of the COVID-19 Pandemic which led to the cancellation of numerous activates including

we have perennially supported such as the Mater I-leart Run.

B is the tabulation of the activities carried out in the reporting period

AMOUNT/
VALUB
(KShs.)

DATBDETAILS LOCATIONPARTICIPANTSNo. PROJECT
NAME

900,000.005tlr

October
2019

Sponsorship
fee

Eldama
Ravine,
Baringo
County

Eldama
Ravine Half
Marathon

KeRRA and other
agencies
supporting the
Programme

I

24th June
2020

l3 1,000.00Ngong,
Kajiado
County

Exercise in
compliance
with
presidential
directive of
attaining at
least l0%
Forest Cover

National Tree
Planting
Exercise

KeRRA and all
State agencies and
Departments of
MOTIHUD

2.

200,000.00lOth

August
2019

Conference
for
Associates of
Engineering
Students in
Kenya

NairobiKeRRA,
Government
agencies and

student bodies

)

ssociation
nce

rneenng
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4 Donation of
Office
Furniture to
Maua Primary
School in
Mihango
Embakasi
East, Nairobi

Assets Disposal &
CSR Committees

The school
was
considered
for assistance
following a

request

Nairobi 27th

November
2019

480,472.00
(Valuation*)

5 Annual Day
of
Remembrance
of Road
Safety

KeRRA, NTSA &
Religious Groups

Remembranc
e of victims
of road
accidents and
awareness on
the same in
liaison with
the NTSA

Kyumvi,
Machakos
County

17th

November
2019

100,000

Total 5,371,472.00
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directors submit their report together with the audited financial statements for the year ended 3Qth

une2020, in accordance with the provisions of Section 8 of Kenya Roads Act,2007 which disclose

state of affairs of the Authority.

rincipal Activities

principalVactivity of the Authority is the management, development, rehabilitation and

aintenance of the rural road network in Kenya classified as C and others.

Its

results for the Authority for the year ended 30th June 2020 are set out on Page 35

directors who held office during the year and to the date of this report are set out on Pages 3-8

rs

Auditor General is responsib le for the statutory audit of the Authority's books of accounts in

with the provisions of Article 229 of the Constitution of Kenya,2010, Kenya Roads Act,

and the Public Audit Act, 2015.

B order of the Board

En Philernon Kandie
ry to the Board
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Section 8l of the Public Finance Management Act, 2012 and Section l4 of the State Corporations
Act,2012 require the Directors to prepare financial statements in respect of the Authority, which give
a true and fair view of the state of affairs of the Authority at the end of the financial yearlperiod and

the operating results of the Authority for that year/period. The Directors are also required to ensure

that the Authority keeps proper accounting records which disclose with reasonable accuracy the
financial position of the Authority. The Directors are also responsible for safeguarding the assets of
the Authority.

The Directors are responsible for the preparation and presentation of the Authority's financial
statements, which give a true and fair view of the state of affairs of the Authority for and as at the end

of the financial year (period) ended on June 30,2020. This responsibility includes: (i) maintaining
adequate financial management arrangements and ensuring that these continue to be effective
throughout the reporting period; (ii) maintaining proper accounting records, which disclose with
reasonable accuracy at any time the financial position of the Authority; (iii) designing, implementing
and maintaining internal controls relevant to the preparation and fair presentation of the financial
statements, and ensuring that they are free from material misstatements, whether due to error or fraud;
(iv) safeguarding the assets of the Authority; (v) selecting and applying appropriate accounting
policies; and (vi) making accounting estimates that are reasonable in the circumstances.

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

prepared using appropriate accounting policies supported by reasonable and prudent judgements and

estimates, in conformity with International Public Sector Accounting Standards (IPSAS), and in the
manner required by the PFM Act, 7012 and the State Corporations Act. The Directors are of the
opinion that the Authority's financial statements give a true and fair view of the state of Authority's
transactions during the financial year ended June 30, 2020, and of the Authority's financialposition
as at that date. The Directors further confirm the completeness of the accounting records maintained
for the Authority, which have been relied upon in the preparation of the Authority's financial
statements as well as the adequacy of the systems of internal financial control.

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

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

Approval of the financial statements

'I'he Authority's financial statements were approved by the Board on

signed on its behalf by:
2020 and

+g^*
Director
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REPUBLIC OF KENYA

OFFICE OF THE AUDITOR-GENERAL

En hanc in g Accountabi I i N

HEADqUARTERS
Anniversary Towers

Monrovia Street
P.O. Box 3oo84-o01oo

NAIROBI

REPORT OF THE AUDITOR-GENERAL ON KENYA RURAL ROADS AUTHORITY
FOR THE YEAR ENDED 30 JUNE 2020

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of Kenya Rural Roads Authority
set out on pages 34 to 69, which comprise the statement of financial position as at
30 June, 2020, statement of financial performance, statement of changes in net assets,
statement of cash flows and the statement of comparison of budget and actual amounts
for the year then ended, and a summary of significant accounting policies and other
explanatory information in accordance with the provisions of Article 229 of the
Constitution of Kenya and Section 35 of the 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
on of my report, the financial statements present fairly, in all material respects, the

I position of the Kenya Rural Roads Authority as at 30 June, 2020, and of its
performance and its cash flows for the year then ended, in accordance with

nternational Public Sector Accounting Standards (Accrual Basis) and comply with the
blic Finance Management 4ct,2012 and the Kenya Roads Act, 2007 .

is for Qualified Opinion

. Donor Funded Projects

donor funded projects implemented by the Authority during the year had the following
ctory matters that have a bearing on the accuracy and completeness of the
s financial statements: -

1

1 lmprovement of Rural Roads and Market lnfrastructure in Western Kenya
Project Credit No. BMZ 2007-65 123 (KFW)

1.1 lnaccuracies in Financial Statements

statement of receipts and payments reflected cumulative receipts from loans from
al development partners of Kshs.887,755,032. However, the amount differed from

amount disclosed under the report on funding summary cumulative amount received
Kshs.741,906,848 under Paragraph 1.7 resulting to an unexplained variance of

t

ofthe Auditor-General on Kenya Rurql Roads Authorityfor theyear ended 30 June, 2020
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Kshs.145,848,184. Similarly, the statement reflected counterpart funding from the
Government of Kenya of Kshs.542,315,413 which differed from the cumulative amount
received under the report on funding summary cumulative amount of Kshs.416,688,951
under Paragraph 1.7 resulting to an unexplained variance of Kshs.125,626,462.

Consequently, the accuracy and completeness of the reported cumulative receipts from
loans from external development partners and counterpart funding from the Government
of Kenya of Kshs.887,755,032 and Kshs.542,315,413 respectively for the year ended
30 June, 2020 could not be confirmed.

1.1.2 Accounting for Donor Refunds

The financial statements reflected a refund of EUR 720,000 (Kshs.82,492,200) to the
donor KfW pursuant to Clause 8 of Annex 6 of the separate agreement of attachment B
(Annex 3). However, the refund was not properly accounted for through the statement of
receipts and payments. lnstead, the refund was deducted from fund balances brought
forward in the statement of financial assets and liabilities and aggregated together with
purchase of goods and services in the statement of cashflows. Further, Note 5 to the
financial statements on road works expenditure included the refunded amount of
Kshs.82,492,200 which misstated the balances to the extent.

Consequently, the accuracy and completeness of the donor refund of EUR 72O,000
equivalent to Kshs.82,492,200 as at 30 June, 2020 could not be confirmed.

1.1.3 Retention Monies

The Project owed contractors an amount of Kshs.14,603,693 by way of retention monies
to guard for shoddy workmanship during the defect liability period. However, the liability
was not reported in the statement of assets and liabilities as prescribed by the
lnternational Public Sector Accounting Standards Board (!PSAB).

Consequently, the accuracy and completeness of the retention monies balance of
Kshs.14,603,693 and the financial statements as at 30 June, 2020 could not be
confirmed.

1.2 Central Kenya Rural Roads Improvement and Maintenance Project (AFD Credit
No. CKE 1O1201B, Credit No. CKE 1046 01 J and Credit No. CKE 1094 01 M)

1.2.1 lnaccuracies in the Financial Statements

The statement of cash flows reflected a balance of Kshs.858,259,368 under comparative
cash and cash equivalents at the end of the year, which differed with the audited financial
statements amount of Kshs.846,902,653 resulting to an unreconciled variance of
Kshs.11,356,715 which was not explained. Further, the statement of comparative budget
and actual amounts reflected total receipts utilization variance of Kshs.572,467,024.
However, recasting resulted in a balance of Kshs.860,855,866 resulting to misstatement
by Kshs.288,388,842that was not corrected.

Report ofthe Auditor-General on Kenya Rural Roads Authorityfor the year ended 30 June, 2020
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ln addition, and as disclosed in Note 8.5 to the financial statements, the statement of
receipt and payments reflected a loan from external development partners- receipts and
payments controlled by the entity of Kshs.398,476,591. However, the special accounts
statement reflected an amount of Kshs.402,756,447 resulting to an unreconciled
difference of Kshs.4, 27 9,856.

!n the circumstance, the accuracy and completeness of the financial statement as
prepared and presented could not be ascertained.

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of the Kenya Rural Roads Authority 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

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

EPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
ESOURCES

clusion

required by Article 229(6) of the Constitution, based on the audit procedures
rformed, except for the matters described in the Basis for Conclusion on Lawfulness

Effectiveness in use of Public Resources section of my report, I confirm that, nothing
has come to my attention to cause me to believe that public resources have not been

a
e

th

plied laMully and in an effective way

1

is for Conclusion

Unresolved Prior Year Matters

following prior year matters remained unresolved as of 30 June 2020: -

1. . lnterest on Delayed Payments

As reported previously, the Authority continues to incur interest expense on account of
de payments to contractors. As at 30 June, 2020, cumulative interest on delayed

amounted to Kshs.220,621,047;(2019-Kshs.213,157,112). Although
Ma agement has explained that this was occasioned by delayed Exchequer releases,

is no evidence of measures being taken to reverse this trend into the future

ofthe Auditor-General on Kenya Rural Roads Authorityfor theyear ended 30 June, 2020
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1.2. Rehabilitation and Repair of Kasoiyo-Saos-Society (D350) Road

As reported in 201712018, the Project was awarded at a contract sum of
Kshs.818,445,018 with commencement and expected completion dates of
10 October,2012 and 10 February,2016 (revised to 10 April, 2016) respectively.
Examination of the Project file and related documents revealed the following concerns: -

1.2.1. Assignment of Works

Works valued at Kshs.504,824,286 were assigned to another contractor on
28 January, 2015. This is indicative of poor performance of the main contractor.
Management did not explain measures being taken to avoid similar recurrence in the
future.

1.2.2. Delayed Project lmplementation

The Project progress report dated 5 August, 2016 indicated overall implementation of
99.9% against contract period utilization of 130.2o/o. Despite the contractor having
requested for substantial project completion inspection on 13 September, 2016,
Management had not undertaken the same as at 30 June, 2017. However, as at
30 June, 2018, the Project records indicated the Project having been taken over on
15 April, 2018 and being underdefects liability period. Management has not explained
the reasons for the delay in the takeover and why the main contractor originally awarded
the Project had to assign part of the Works to another contractor.

1.3. Construction of Muranga-Gitugi and Njumbi-Mioro (E546)

As reported in 201712018, the construction was awarded at a contract sum of
Kshs.2,120,325,200 with commencement and expected completion dates of
31 July, 2012 and 2 February, 2015 respectively. A review of the Project file and the
related records revealed the following unsatisfactory matters: -

1.3.1. Delayed Project Delivery

Overall project delivery was at 73o/o as at 30 June, 2018 despite 40 months into the
contract. This was indicative of delay in project delivery and likelihood of costs escalation.
A review of the progress in the year under audit revealed that, the Project was at 88% as
at 30 June, 2019, an indication continued and significant slow progression.

1.3.2. lnterest on Late Payments

lncluded in the project payment certificate Number 20 dated 27 June,2017 was interest
on delayed certificate claim totaling to Kshs.7,001,678 which was a nugatory expenditure.

1.4. Construction of Kaptama-Kapsokwony-Sirisi a (257 1265) Road

The 67.79 kilometers road project traverses Kimilili, Bungoma West and Mount Elgon
sub-Counties of Bungoma County. The Project is divided into 4 distinct road projects
namely: -

Report ofthe Auditor-General on Kenya Rural Roads Authorityfor the year ended 30 June, 2020
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i.

ii.

iii.
iv.

Kamukuywa- Kaptama (D285)
Ka pta ma- Ka psokwony- N a mwe la (D27 5)
Kapsokwony-Kimilili (D265)
Namwela-Chwele (C42)

14 KM
40.32 KM
8.37 KM
5.1 KM

Review of the Project file and the related records revealed the following unsatisfactory
matters: -

1.4.1. Delayed Project Delivery

The Project completion status as of 31 July, 2015 indicated weighted average completion
of 94o/o. This was despite the contract period having expired on 13 May, 2010 and sixty-
one (61) months late of the expected completion date in the signed contract. The current
project status could not be established as Management did not provide any information
on the project in the year under review.

1.4.2. Financial Distress of the Contractor

urther, available information indicates the project contractor was under receivership as
ported in the Daily Nation of Monday, 23 February, 2015. Consequently, the
ntractor's yard including the site offices at Kamukuywa, were placed under a Receiver

anager and all site operations brought to a halt. Rent arrears due to the Authority from
e contractor on account of Mwatunge Camp in Taita Taveta amounting to

3,028,125 as at 30 June, 2018 had not been settled. This amount relates to a
revious contract with the Authority

4.3. Request for Mutual Winding Up of the Contract

9 July, 2015, the Receiver Manager requested the Authority for mutualwinding up of
e contract. This was on account of insufficient contract fund balance for the remaining

based on design specifications. ln its response, the Authority on 16 July, 2015
ncurred and requested the resident engineer to commence on the mutual winding up
the contract, undertake a project appraisal and submit a report with recommendations
27 July, 2015. Further, the Attorney General on 1 September, 2016 advised

M nagement to terminate the contract forthwith in accordance with clause 63.1 of the
itions of the contract. However as at 30 June, 2019, there was no evidence of any

on having been taken to resolve the matter

the foregoing, it was not been possible to confirm whether the public obtained value
for money for the expenditure of Kshs .2,622,131 ,272 incurred on the Project.
F

1 Assignment of Works and Delayed Project Delivery -Munyu-Karisheni Road

As ported previously, the project scope entailed construction of four (4) roads covering
I distance of 45 Km at a contract sum of Kshs.2,468,815,445. The contract

ncement and expected completion dates were 1 October, 2012 and

ofthe Auditor-General on Kenya Rural Roads Authorityfor the year ended 30 June, 2020
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30 September,2014 respectively. The main contractor assigned another contractor works
valued at Kshs.2,064,537,961 and covering a distance of 39.9 KMs on 21 April, 2015
after approval by the Authority on 9 March, 2015, an indication of poor performance. The
details of the assigned roads were as follows: -

Road D448 6+000 to Km 21+200 (Kirisheni)
Road E17 1 A Lusoi-M unyu-Kakuret
Road RAR27 Giting'a- Kamburuaini-Sarafina
Road RAR 29 lbauini-Mwicwiri-Njoguini

15.2 Kms
7.3 Kms
7.3 Kms
10.1 Kms

Upon the assignment, the main contractor scope was reduced to 6 Kms or 13.3o/o of the
coverage. However, as at 30 June, 2017, project delivery progress stood at72% despite
being fifty-seven (57) months late of the expected completion time. The assigned
contractor progress also stood at71.23o/o as date despite being two (2) months late of the
contract delivery time. Overall, the combined project delivery rates stood at73.1o/o,91o/o
and 95.7% as at 30 June, 2017, 30 June, 2018 and 30 June, 2019 respectively an
indication of project delay with no satisfactory explanation being rendered.

1.6. Rehabilitation and Repair of Eldoret-Ziwa-Kachibora-Eldoret-Kabenes Road

As reported in 201712018, the Project was awarded at a contract sum of
Kshs.1,435,212,465 with commencement and expected completion dates of
1 September,2011 and 1 March, 2014 (revised to 1 March,2016) respectively. Review
of the Project file and the related records revealed the following unsatisfactory matters: -

1.6.1. Scaling Down of Works

The contract was subsequently repackaged into three (3) sections with new total contract
sum of Kshs.2,575,110,585. This exceeded the initial contract amount by
Kshs.1 ,1 39,898 ,120 or escalation of 79.4% and the details were as follows: -

i) Eldoret-Kabenes 24 Kms Kshs.974,301,651;
ii) Kabenes-Kachibora 31 Kms Kshs.1,064,762.019; and
iii) Moi's Bridge-Kachibora 20 Kms Kshs.536,046,915.

The first section was repackaged as addendum No.2, approved by the Authority's tender
committee on 12 September,2014 to be completed under the initial contract. The second
section was subjected to open tender and was awarded to a different contractor on
19 June, 2015 at a contract sum of Kshs.1,313,914,382 while the third section estimated
to cost Kshs.536,046,915 and was deferred for implementation under the annuity
programme.

1.6.2. Delayed Project lmplementation

The revised contract period lapsed on 1 March,2016, however as at 30 June, 2017, the
overall progress was reported at 96% with only 88.2o/o of the works having been certified.
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Management did not provide a satisfactory explanation for escalation of project costs by
795% and the significant delay in project delivery even after the Project was repackaged.

1.7. Construction of Kibunja-Molo-Olenguruone Road (D316)

The project is located in Molo, Nakuru County and covers an approximate distance of
51 KMs was awarded at a contract sum of Kshs.742,290,293 and subsequently revised
to Kshs.844,347,348. The commencement and expected completion dates were
6 August, 2010 and 6 February, 2016 respectively. Review of the Project file and the
related records revealed the following unsatisfactory matters: -

1.7.1. Assignment of Works

Available information indicates that the original contractor assigned works valued at
Kshs. 113,137,135 to another Contractor in unclear circumstances.

1.7.2. Delay in Project Delivery
i

\The latest available progress report of December 2014 indicated 67.73o/o physical
\progress. However, there were no progress reports for review as at 30 June, 2017 and
ps at 30 June, 2018, the Project was incomplete an indication of poor performance on the
part of assigned contractor.

I

l.e. Construction of Sigalagala-Musoli-Sabatia-Butere Roads (D260/E390)

{s reported previously, the Project is in Kakamega County covering a distance of
{pproximately 34.25 KMs and was awarded at a contract sum of Kshs.1,809,465,663 on

28 March, 2011 . The Project duration was for a period of twenty-four (24) months with the

*pecteO completion date of 6 June, 2013. The following concerns were noted from
rdview of project file and related documentation:

l

I

118.1. Assignment of Part of the Works
\

The main Contractor entered into an assignment agreement in December 2014, eighteen
(1P) months after the expiry of contract eipected cbmpbtion date pursuant to clause 3.1

of\the conditions of the contract. Out of the total distance, 25 KMs was assigned
ref resenting 73o/o of the total distance and at a contract sum of Kshs.1 ,1 1 3,658,598. The
astignee was given 18 months window to complete the works resulting in total extension
of fime of thirty-six (36) months.

1 . Advance Payments

As
onl

30 June, 2017, of Kshs.180,946,566 advance payment made to the main contractor,
Kshs.22,808,548 had been recovered leaving Kshs.158,138,018 outstanding. The

bility of this amount was doubtful

ofthe Auditor-General on Kenya Rural Roads Authorityfor the year ended 30 June, 2020
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1.8.3. Delayed Project lmplementation

Project progress report as at 30 June, 2018 indicated 74.3% combined implementation
progress (main contractor and assignee) against target completion date of June 2016.
This was sixty (60) and twenty-four (24) months behind schedule for the main and
assigned contracts respectively.

1.8.4. Liquidated Damages

Conditions to contract clause 47.1 required the Employer to deduct liquidated damages
of Kshs.100,000 per day after expiry of contract period if no extension of time was granted
had not been enforced. Management has not rendered satisfactory explanations for its
failure to enforce the clause or extend the contract as necessary.

1.9. Construction of Sigiri Bridge and Approach Roads R43-RW-C092

As reported in 201712018 the contract was awarded on 5 March, 2015 at a contract sum
of Kshs.992,546,146. The contract period was for eighteen (18) months commencing
12 August , 2015 with the expected completion date of 12 February, 2017 . However, the
Project implementation had been slow with overall progress being at 81 .27o/o as at
31 October,2017. This was despite being 7.5 months later than the expected contract
completion date. There was also no evidence of extension of time for continued
implementation of work without attracting penalties. As at 30 June, 2018, the Authority
had recommended project takeover but there was no evidence of progress on the ground.
A review of the Project during the year under review revealed that it was subsequently
handed over on 5 July, 2018 with no satisfactory explanation was provided for inordinate
delay in Project delivery.

1.10. lsiolo Township Lot 1 RWC/I74A

The above contract was awarded to a local Contractor on 6 January, 2017 at a contract
sum of Kshs.980,682,371 with an implementation period of twenty-four (24) Months
ending on 23 March, 2019. The progress report dated 21 June, 2019 reflected 53%
progress despite having exceeded the contract period by 37% of and value of works
certified and paid standing at Kshs.501,618,904 representing 56% of the contract sum.
The Project is behind schedule and may lead to costs escalation. ln addition, there was
no evidence that Management was charging liquidated damages as provided for in the
contract or the contract period having been extended.

Consequently, ! am unable to confirm if value for money will be realized from the above
projects under implementation but with unsatisfactory observations.

1.11. Donor Funded Projects

The implementation of the improvement of rural roads and market infrastructure in
western Kenya Project credit No. BMZ 2007-65 123 (KFW) had the following value for
money observations: -

Report ofthe Auditor-General on Kenya Rural Roads Authorityfor the year ended 30 June, 2020
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1.11.1. Loss of Funding due to Low Absorption

During the year under review, the Project through a letter dated 5 March, 2019 referenced
No:223401200765123 refunded EUR 720,000(Kshs.Kshs.82,492,200) due to non-
absorption of funds. Further, the project incurred avoidable foreign exchange losses in
processing the refund of Kshs.2,775,024 due to fluctuations in the exchange rates.

1.11.2. Training of Contractors on Labour-Based Contracts

The Project paid the Kenya lnstitute of Highways and Building Technology - Kisii Campus
Kshs.166,534,650 in the financial year 201812019 for training of local contractors on
labour-based maintenance of roads. Thirty-three (33) contractors from three counties of
Bungoma, Kakamega and Vihiga were subsequently trained. However, it was not
possible to identify how trainings were carried out as there are no Project files maintained
in the regional offices on the training and no contracts have been subsequently awarded
to the trained contractors in the year under review.

!n the circumstance, it was not possible to ascertain the lawfulness and effectiveness in
the use of public funds.

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

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

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1Xa) of the Public Audit Act, 2015, based on the audit
procedures performed, I confirm that, nothing has come to my attention to cause me to
believe that internal controls, risk management and overallgovernance were not effective.

Basis for Conclusion

The audit was conducted in accordance with ISSAI 2315 and ISSA! 2330. The standards
require that I plan and perform the audit to obtain assurance about whether effective
processes and systems of internal control, risk management and overallgovernance 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.

Report ofthe Auditor-General on Kenya Rural Roads Authorityfor the yeor ended 30 June, 2020
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Responsibilities of Management and those Gharged with Governance

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with lnternational Public Sector Accounting Standards (Accrual
Basis) and for maintaining effective internal control 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 control, risk management and overall governance.

ln preparing the financial statements, Management is responsible for assessing the
Authority's ability to continue to sustain its services, disclosing, as applicable, matters
related to sustainability of services and using the applicable basis of accounting unless
Management is aware of the intention to terminate the Authority or to cease operations.

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

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

Those charged with governance are responsible for overseeing the financial reporting
process, reviewing the effectiveness of how the Authority 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 overall
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 the Constitution.

Further, in planning and performing the audit of the financial statements and audit of
compliance, I consider internal control in order to give an assurance on the effectiveness
of internal controls, risk management and overall governance processes and systems in
accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 2015 and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of
the internal control would not necessarily disclose all matters in the internal control 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. ! also:

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

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

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

Report ofthe Auditor-General on Kenya Rural Roqds Authorityfor the year ended 30 June, 2020
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Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

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

Perform such other procedures as I consider necessary in the circumstances

! communicate with the Management regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies
in internal controlthat 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.

N
AUDITOR-GENERAL

Nairobi

26 October,2021
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FOR THE YEAR ENDED 30 JUNE 2O2O

Revenue from Non Exchange Transactions

Road Maintenance Lely Fund

Government Grants

Development partners' Grants

Total Revenue from Non Exchange Transactions

Revenue from Exchange Transactions

Finance Income

Other income

RentalRevenue

Total Revenue from Exchange Transactions

Total Revenue

Road Works costs

Directors'Costs
Employment Costs

Repairs and maintenance

Other Operating Costs

Depreciation and armotization expense

24,882,149 17,990,943

Note

9

l0
l1

12

13

14

l5

16

17

100,999

20t9-2020
12 Months

Jun-20
Shs'000

23,781,150

2018-2019

12 Months

Jun-19
Shs'000

6

7

8 1,

16,926,623

168,000

8

1,043,030

1 87,681

I q))

720,189

68,537

1,722

1,232,633 789 848

26, 114,782 18,780,790

19,228,736

11,360

2,404,559

3 8,3 80

342,943

173 346

18,017,728

33,635

2,336,998

5 1,016

392,507

112,200

Total Expenditure )) 199,324 20,944,083

Operating Surplus /deficit for the year 3,915,458 (2, 163,293)

The significant accounting policies and the notes on Pages 4l to76 form an integral part of these

financial statements.
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Kenyo Rural Ronils Authoritl'
Arrttuul Rcporl unl F'irtuttt:itrl Stolcttrcttts
I;or ilrc.1'eur a,tded 3|tt' June 2020

Note

2019-2020
12 Months

Jun-20
Shs'000

20L8-2019
12 Months

Jun-19
Shs'000

Current Assets
Cash and cash equivalents
Receivables from exchange transactions
Receivables from non exchange transactions
Inventories

Non-Current Assets
Property Plant and Equipment
Road Infrastructure Assets
Capital Work In Progress

Total Assets

18

l9
19

20

41,916,427
16,115,256
3,404,620

5,142

28,487,736
18,904,974
5,799,942

5 124

2l
22
23

357,898
79,440,931

157,576,650

6l ,441,445 53, 197,776

292,774
67,992,504

I 15, 170,082

237,375,479 183,45 5,361

298,816,924 236, 653,137

Current Iiabilities
Payables from exchange transactions
Payables from Non-Exchange transactions
Employee benefit obligation

Non-Cu rrent Liabilities
Payables from exchange transactions

Total Liabilities

Net Assets

24
24
25

18,550,239 28,645,936

t62 871 124,468

18, 713, I l0 28,770,405

24 10,143,470 7, 711,642

143 470 7,711,642

28,856,5 80 36,4 82,047

269 200,171,090

GOK Development Fund
Revaluation Reserve

Staff Mortgage Fund
Accumulated(Defi cit)/ Surplus

Ag. Director General
Eng. Philemon Kandie

SCNA
SCNA
SCNA
SCNA

267,192,864 201,422,676

381,452
2,386,028

277,844
(1,529 ,430)

rate Scrvices Director

Total Net Assets and Liabilities 269,960,344 200,1 71,090

The significant accounting policies and the notes Pages 41 to 76 form an integral part of these

financial statements. The financial statements I to 7 6 were approved for issue by the Board

of Directors on -------- and were si Tbehalf by

CPA Dan Manyasi
ICPAK M. No:6407

Date...... Date ''55" Date ... ...
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Kc t ty a ll u ru I Il o u tls rl rr tl t o ri l.1t

Arrtturtl lleport utrtl Finunciul Slulcnrcttls

F.or lhe 1'ear enilcd 30t' June 2019

For the Year Ended 30 June 2020

At 1st July 2018

Funds received during the Year

Surplus for the year

At 30th June 2019

At lst July 2019

Funds received during the Year

Surplus for the year

Note
Accumulated

Surplus GOK Development
Fund

Shs'000

164,326,765

37 ,095,912

Staff Mortgage
Fund

Shs'000

273,996

3,848

Revaluation
Reserve

Shs'000

Total

Shs'000

165,234,623

37 ,099,7 6l
(2,163,293)

Shs'000

633,862

163,293

(1,529,430) 201,44,67f_ ________27J_,841- 200,171,091

(1,529,430)

3,915,45 8

At 30th June 2020 2,386,028 267,192,865 381,452

The significant accounting policies on pages and the notes on pages 40 to 74 form an integral part of these financial statements.

201,422,677

65,770,188

277,844

103,608

200,171,091

65,873,796

3,915,458

269,960,345
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For the ;ear auded 3()tt' June 2020

FOR THE YEAR ENDED 30 JUNE 2O2O

Cash flows from operating activities
Surplus for the year
Adjustments for:
Prior Year adjustmenl
Depreciation of property, plant and equipment/Revaluation
Interest Income
Changes in operating assets and liabilities
Receivables from exchange transactions
Receivables from non exchange transactions
Inventories
Payables from Non-exchange transactions
Payables from exchange transactions
Employee benefit obligation

Cash flows from investing activities
Interest Income
Purchases of Property Plant and equiprnent
Addition in Road infrastructure assets

Net cosh used in investing activities

Cash flows from Financing activities
Capital Grant received
Mortgage Fund

Net cash usedfrom investing activities

Net increase in cash and cash equivalents

Cash and cash equivalents at start ofyear

Cash and cash equivalents at end ofyear

20t9-2020
12 Months

Jun-20
Shs'000

2018-2019
12 Months

Jun-19
Shs'000

3,915,458 (2,163,293)

173,346
(1,043,030)

2,789,718
2,395,322

(17)

(7,663,870)
38,403

112,200
(720,189)

1,409,050
3,717 ,627

1,169

24,371 ,730
24 187

605,329 26,752,482

(s3, 854,995)

1,043,030
(238,469)

720,189
(202,318\

(60,504,754)

986,883)(s3,0s0,433) (s9,

65,770,188
103,608

37,095,912
3,848

65,873,796 37,099 ,761

13,428,691

28 87 736

3,865,359

24,622,378

___28487_fi5_

The significant accounting policies and the notes on Pages 4l to 76 form an integral part of
these financial statements
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Ittttuul Report otttl Firrurtciol Slale,ncttls
t'-rtr ilte lcur eruleil Stft' Jtrttc 21120

Revenue
Road Maintenance Levy Fund
Government Grants
Development partners' Grants

Finance Income
Other income
Rental Revenue

Total Revenue

Note
6
7

8

9

l0
11

Original
Budget

2019-2020
Shs'000
19,709,096
40,321,047

1,450,000
525,000

10,000
2,200

Adjustments

Shs'000
4,359,554

25,706,740

525,000
180,000

Final Budget
2019-2020

Shs'000
24,068,650
66.027,787

1,450,000
1,050,000

190,000
2,200

Actual on
comparison

Basis
20t9-2020

Shs'000
23,781,150
65,770,188

1,100,999
1,043,030

187,681

1,922

Performance
Difference
2019-2020

Shs'000
287,500
2s7.s99
349,001

6,970
2,319

278

30,771,294 92,788,637 ___etf84plg_ 903,667

Road Works Costs-Maintenance
Directors'Costs
Employment Costs
Repairs and maintenance
Other Operating Costs
Deprec iation and amortization expense

Development Fund
Total Expenditure

Operating Surplus /deficit for the year

12

13

14

i5
16

17

16,240,920
31,660

2,602,821
45,350

788,346

4,359,554

2,000
(2,000)

20,600,474
31,660

2,602,821
47,350

786,346

19,228,736
1 1,360

2,404,559
38,380

342,943
173,346

65,770,188

1,371,737
20,300

198,262
8,970

443,402
(173,346)
1,707,599
3,576,926

41,771 ,047 25,706,740
67,4 80,1 43 30,066,294

67,477,787
91,546,437 87,969.512

537,200 ______z9lp99_ I 0 3,915,458 8)
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Kertyu Rurul Roorls Attthorit.y
Annual Reporl uttd Firturtciol Slalentetrls
For the S,sst' endel 30't' June 2020

I. RMLF
Release by of RMLF Savings

2. Governments Grants
Release of Pending Bills by National Treasury

3. Finance Income
Prudent Casl'r Management

4. Other Income
Recall of Guarantees

5. Expenditure
y' Road works Maintenance-Utilisation of prior year balances by Regional Offices
ir) Directors Costs-Curtailed Board activities due to COVID-19
iii) Maintenance Cost-Curtail activities due to COVID-19
iv) Operating Expenses-Curtail activities due to COVID-19
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Ifurtl'u Ru rul Ronds .lutho ril-t'

Atrrtuttl Repoil urttl Fitrunciul Slaletnertl.s

Fot' lhe !sx1 endctl 30't' June 2020

1. General Information

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

Act,2OO7. The Authority is headed by a Board of Directors led by a Chairman with the Director

General being the Chief fxecutive of the Authority. The Authority is responsible for the management,

development, rehabilitation and maintenance of the rural road network in Kenya classified as D, E
and others.

2. Statement of compliance and Basis of Preparation

The financial statements have been prepared on a historical cost basis except for the measurement at

re-valued arnounts 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 lntemational Public Sector Accounting Standards (IPSAS) allows the use of
estimates and assumptions. It also requires management to exercise judgement in the process of
applying Kenya Rural Roads Authority accounting policies. The areas involving a higher degree of
judgement or oomplexity, or where assumptions and estimates are significant to the financial

statements, are disclosed in Note 4.

'l'he financial statements have been prepared and presented in Kenya Shillings, which is the functional

and reporting currency of Kenya Rural Roads Authority.

The financial statements have been prepared in accordance with and comply with International Public

Sector Accounting Standards (IPSAS) issued by International Public Sector Accounting Standards

Board (IPSASB), the Public Financial Management Act, 2012, Publio Audit Act, 2015 and Kenya

Roads Act,2007.

3. Adoption of New and llevised Standards

i) Relevant new standards and amendments to published standards effective for the
year ended 30 June 2020

Standard Effective date and impact:
II'}SAS 40: Public
Sector
Combinations

Applicable: l't January 20192
The standard covers public sector combinations arising from exchange

transactions in which case they are treated similarly with IFRS 3(applicable to

acquisitions only) Business combinations and combinations arising from non-

exchange transactions which are covered purely under Public Sector

combinations as amalgamations.

The Authority has not engaged in any business combination and thus the

standard has no impact infinancials
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ii) New and amended standards and interpretations in issue but not yet effective in the
year ended 30 June 2020

Standard Effective date and impact:
IPSAS 41:
Finanoial
Instruments

Applicable: l't January 2022;
The objective of IPSAS 41 is to establish principles for the financial reporling
of financial assets and liabilities that will present relevant and useful
information to users of financial statements for their assessment of the

amounts, timing and uncertainty of an entity's future cash flows.
IPSAS 41 provides users of financial statements with more useful information
than IPSAS 29,by:

. Applying a single classification and measurement model for financial
assets that considers the characteristics of the asset's cash flows and

the objective for which the asset is held;

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

. Applying an improved hedge accounting model that broadens the

hedging arrangements in scope of the guidance. The model develops a
strong link between an entity's risk management strategies and the

accounting treatment for instruments held as part of the risk
management strategy.

The Authority does hold financial assets in the course its normal operations
and thus the standard will impact the financials. The authority is in the

process of realigning its reporting to reJlect the anticipated changes especially
of assets held in the foreign currency.

IPSAS 42: Social
Benefits

Applicable: l't January 2022
The objective of this Standard is to improve the relevance, faithful
representativeness and comparability of the information that a reporting entity
provides in its financial statements about social benefits. The information
provided should help users of the financial statements and general purpose

fi nancial reports assess :

(a) The nature of such social benefits provided by the entity;
(b) The key features of the operation of those social benefit schemes; and
(c) The impact of such social benefits provided on the entity's financial
performance, financial position and cash flows.
The Authority currently does not have any ongoing social Benefits
Programmes and thus the standard is not expeclg4Je have

Amendments to
Other IPSAS
resulting from
IPSAS 4I,
Financial
Instruments

Applicable: lst January 20222
a) Amendments to IPSAS 5, to update the guidance related to the

components of borrowing costs which were inadvertently omitted
when IPSAS 41 was issued.

b) Amendments to IPSAS 30, regarding illustrative examples on

hedging and credit risk which were inadvertently omitted when
IPSAS 41 was issued.

c) Amendments to IPSAS 30, to update the guidance for accounting for
financial guarantee contracts which were inadvertently omitted when
IPSAS 41 was issued.
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Standard ElTective date and impact:

instruments
inadvertentl

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

omitted when IPSAS 4i was issued.

Other
Improvements to
IPSAS

Applicable: l't January 2021:
a) Amendments to IPSAS 13, to include the appropriate references to

IPSAS on impairment, in place of the current references to other

international and/or national accounting frameworks
b) IPSAS 13, Leases and IPSAS 17, Property, Plant, and Equipment.

Amendments to remove transitional provisions which should have

been deleted when IPSAS 33, First Time Adoption of Accrual Basis

International Public Sector Accounting Standards (lPSASs) was

approved
c) IPSAS 21, Impairment of Non-Cash-Generating Assets and IPSAS 26,

Impairment of Cash Generating Assets.

Amendments to ensure consistency of impairment guidance to account

for revalued assets in the scope of IPSAS 17, Property, Plant, and

Equipment and IPSAS 31, Intangible Assets.

d) IPSAS 33, First-time Adoption of Accrual Basis Intemational Public
Sector Accounting Standards (IPSASs).

Amendments to the implementation guidance on deemed cost in IPSAS

33 to make it consistent with the core principles in the Standard

Kenyu Rurul Rouds Arrthorits'
Annuul Report urril Fiuttttt'iul Stolentetrts
For the lsut' ended 30tt' June 2020

iii) Early adoption of standards

fhe entity did not early adopt any new or amended standards in Year 2019.

4. Summary of Significant Accounting Policies

The principal accounting policies adopted in the preparation of these financial statements are set out

below. These policies have been consistently applied to all the years presented, unless otherwise

stated.

(a) Basis of Preparation

-fhe financial statements have been prepared under the historical cost convetltion, unless

otherwise stated. The financial statements are presented in Kenya Shillings which is the functional

and reporting currency of the Authority and all values are rounded to the nearest thousand (KShs'

000).

(b) Presentation of Financial Statements

The financial statements comprise of statement of financial perfornance, statement of financial
position, statement of changes in net assets/reserves, the statement of cash flows and statement of
comparison of budget and actual amount and the notes to the financial statements.

The Authority classifies its expenditure by the nature of expense methodology.

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

contained in Note 5.
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(c) Budget Information

The original budget for FY 2019-2020 was approved by the National Assembly in June 2019.

Subsequent revisions or additional appropriations were made to the approved budget in
accordance with specific approvals fi'om the appropriate authorities.

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

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

a classification based on the nature of expenses in the statement of financial performance, whereas

the budget is prepared on a cash basis. The amounts in the financial statements were recast from

the accrual basis to the cash basis and reclassified by presentation to be on the same basis as the

approved budget. A comparison of budget and actual amounts, prepared on a comparable basis

to the approved budget, is then presented in the statement of comparison of budget and actual

amounts.

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

made for differences in the formats and classification schemes adopted fbr the presentation of the

financial statements and the approved budget.

(d) Taxation

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

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

liabilities until paid to the relevant Authority.

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

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

to iompute the amount are those that are enacted or substantively enacted, at the reporting date

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

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

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

taken in the tax retums with respect to situations in which applicable tax regulations are subject

to interpretation and establishes provisions where appropriate.

(e) Translation of Foreign Currencies

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

date of the transaction. Trade creditors or debtors denominated in foreign currency are reported

at the statement of financial position reporting date by applying the exchange rate on that date.

Exchange differences arising from the settlement of creditors, or from the reporting of creditors

at rates different from those at which they were initially recorded during the period, are recognized

as income or expenses in the period in which they arise.

(0 Revenue Recognition

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

of business. In accordance with the Kenya Roads Act,2007, revenue comprises all proceeds from

the Kenya Roads Board Fund, Grants, Loans and donations from Central Government and

Development partners, and such moneys, sums or assets that may accnte to the Authority. The

revenue is for specified purposes including maintenance, rehabilitation and development of the

rural road network in Kenya.
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The Authority recognizes revenue when the amount of revenue can be reliably measured and it is
probable that future economic benefits will flow to the Authority.

il Road Maintenance Levy Fund
Receipts from the Road Maintenance Levy Fund comprise of 32%o of collections from the

Road Maintenance Levy Fund administered by the Kenya Roads Board in accordance with
the Kenya Roads Board Act,7999.

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

of Financial Performance on accrual basis.

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

coffee as per Agricultural Act. The fund is administered by Kenya Roads Board. Proceeds

fi'om agricultural Cess are recognized in the Statement of Financial Performance on accrual

basis.

iti) Transfers from Government and other entities
The Kenya Roads Act,2007 provides the Authority may receive all monies from any other
source provided for or donated or lent to the Authority. Such monies are recognized as they
accrue in the period in which the transfer becomes binding atfair value, in the 'Statement of
Financial Performance', unless the collectability is in doubt. The fair values can be

determined by reference to the market rate.

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

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

iv) Interest tncome
Interest income and expense, including interest income fi'om non-derivative financial assets

are recogniz.ed at fair value through the Statement of Financial Performance using the

effective interest method. Interest income is accrued on a time basis and is calculated on call
and fixed deposits held with approved banking institutions.

v) Rental income
Rental income arising from operating leases on investment properties is accounted for on a
straight-line basis over the lease terms and included in revenue.

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

(g) Financiallnstruments

t) Fintncial ossets
Financial assets within the scope of IPSAS 29 are classified as financial assets at fair value

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

financial assets, as appropriate. fhe Authority determines the classification of its financial
assets at initial recognition.

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

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

directly to a debtor with no intention of trading the receivable. Receivables mainly arise from
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non-exchange transactions which accrue in the ordinary course of business and there is no

intention of trading the receivable.

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

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

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

Authority will not be able to collect all amounts due according to the original terms of
receivables.

The carrying value less discounts and any impairment provision of impairment is assumed

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

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

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

with the approved budget and allocation criteria set out in the Kenya Roads Board Act,1999.
The amounts allocated are referred to as 'disbursements' and are released to the Authority
based on the disbursement schedule. Any amounts not released at any time are recognized as

receivables.

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

they are presented as non-current assets.

iii) Financial liabilities
Financial liabilities within the scope of IPSAS 29 are classified as financial liabilities at fair
value through surplus or deficit or loans and borrowings, as appropriate. The Authority
determines the classification of its financial liabilities at initial recognition.

iv) Payables
Payables are obligations to pay for goods or services that have been acquired in the ordinary
course of business from suppliers. Payables also include payments in respect social benefits

where formal agreements for specific amounts exist.

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

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

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

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

(h) Provisions

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

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

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

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

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

surrounding the obligation.
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n Contingentliabilities

'I'he Authority does not recognize a contingent liability, but discloses details of any

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

iil Contingent assets

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

whose existence is contingent on the occurrence or non-occurrence of one or lnore uncertain
future events not wholly within the control of the Authority in the notes to the financial
statements.

Contingent assets are assessed continually to ensure that developments are appropriately
reflected in the financial statements. If it has become virtually certain that an inflow of
economic benefits or service potential will arise and the asset's value can be measured

reliably, the asset and the related revenue are recognized in the financial statements of the
period in which the change occurs.

(i) Opcrating Leascs

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

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

are charged/credited to the statement of financial performance on a straight line basis over the

lease period. Prepaid operating lease rentals are recognized as assets and are subsequently

amortized over the lease period.

CI) Provision for Liabilities and Charges

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

result of past events, it is probable that an outflow of resources embodying economic benefits will
be required to settle the obligation, and a reliable estimate of the amount of the obligation can be

made.

(k) Property, Plant and Equipment

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

carried at cost less accumulated depreciation and accumulated impairment losses. Cost includes

expenditure directly attributable to the acquisition of the assets. Computer software, including the

operating system that is an integral part of the related hardware is capitalized as part of the

computer equipment. All other items of property, plant and equipment are subsequently camied

at cost less accumulated depreciation and accumulated impairment losses.

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

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

expenses are charged to the statement of financial performance in the year in which they are

incurred.

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

asset is initially measured at its fair value.
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Depreciation is calculated using the straight line method to write down the cost of each asset to
its residual value over its estimated useful life using the following arulual rates:

Buildings
Computers

Furniture and Fittings
Technical Equipment

Motor Vehicles
Road Infrastructure Assets

Rate (%)
25%

33.3%
t2.5%

t25%
25.0%

Q.{ot depreciated)

As no parts of items of property, plant and equipment have a cost that is significant in relation to
the total cost of the item, the same rate of depreciation is applied to the whole item.

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

balance sheet date. Gains and losses on disposal of property, plant and equipment are determined
by reference to their carrying amount and are taken into account in determining operating surplus.

(l) Specialised Public Service Assets-Infrastructure Assets

Intemational Valuation Standards Committee defines specialized public asset as an asset, owned
and/or controlled by a governmental or quasi-governmental entity, for the provision of some
public service or good.

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

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

Like other assets, all specialized public service assets provide either service potential or future
economic berrefit. Service potential is a measure of the capacity of an asset to provide services or
benefits to those that use that asset. Future economic benefit is a measure of the capacity of an

asset to provide monetary benefits to those that hold or own that asset.

(m) Construction Contracts

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

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

Where the outcome of a construction contract can be estimated reliably, costs are recognized by
reference to the stage of completion of the contract activity at the end of the reporting period,
measured based on the proportion of contract costs incurred for work performed to date relative
to the estimated total contract costs, except where this would not be representative of the stage of
completion. Variations in contract work, claims and incentive payments are included to the extent
that the amount can be measured reliably and its payment is considered probable.

The Authority uses the 'percentage-of-completion method' to determine the appropriate amount
to recognize in a given period. The stage of completion is measured by reference to the contract
costs incured up to the end of the reporting period as a percentage of total estimated costs for
each contract. Costs incurred in the year in connection with future activity on a contract are

excluded from contract costs in determining the stage of completion. They are presented as

inventories, prepayments or other assets, depending on their nature.
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Progress billings not yet paid to the contractors and retention are included within 'Payables' in
the statement of financial position.

Costs incumed on maintenance contracts are charged in the statement of financial performance in
the period in which they are incured.

(n) Impairment of Non-Financial Assets

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

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

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

amount of the asset is estimated in order to determine the extent of the impairment loss.

Where it is not possible to estimate the recoverable amount of an individual asset, the Authority
estimates the recoverable value of the asset.

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

whenever the carrying amount of an asset exceeds its recoverable amount. Where an impairment
Ioss subsequently reverses, the carrying amount of the asset is increased to the revised estimate

of its recoverable amount. A reversal of impairment loss is limited to the assets car:rying amount

that would have been determined had no impairment loss been recognized in prior years. A
reversal of an impairment loss is credited to the Statement of Financial Performance in the year

reversals are recognized.

(o) Inventories

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

through non-exchange transactions (for no cost or for a nominal cost), the cost of the inventory is

its fair value at the date of acquisition.

Costs incuned in bringing each product to its present location and condition is accounted for,

based on purchase cost using the weighted average cost method.

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

Ilowever, 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 estirnated selling price in the ordinary course of operations, less the

estimated costs of completion and the estimated costs uecessary to make the sale, exchange, or

distribution.

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

ordinary course of operations of the Authority

(p) Cash and Cash Equivalents

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

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

convertible to known amounts of cash and are subject to insignificant risk of changes in value.

Bank account balances include amounts held at the various commercial banks at the end of the

financial year.
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(q) Nature and Purpose of Reserves

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

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

as follows:

il Staff mortgagefund

The Authority established independently managed staff Mortgage Scheme Funds for

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

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

scheme as a revolving fund.

iil Capitalfund

The Authority proposes to establish a Capital Fund in for the purpose of purchase of office

property plant and equipment.

iii) Ac c um ulate d s ur p I us es/deft c it

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

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

operations in the subsequent years.

iv) Developmentfund

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

by the exchequer development vote.

(r) Changes in accounting policies and estimates

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

of changes i., u..ornting policy are applied prospectively if retrospective application is

impractical.

(s) Employee Benefits

The Authority provides retirement benefits for its eligible employees. The Authority operates

defined contributions provident fund administered by an independent administration company

and trustees and which is funded by both the employee and employer.

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

Social Securiiy Fund Q.{SSF). Contributions are determined by the local statute. The Authority

also sets aside on monthly basis the gratuity for its employees who are on contract basis.

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

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

The total expense recognized in the income statement of KShs. 135.49Million (2018-2019: KShs

135.92Million) represents contributions payable to the plan by the Authority at rates specified in
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the rules of the plan. The expense has been included within the staff pension costs under staff
costs.

(0 Comparatives

Where necessary, comparative figures have been adjusted to conform to changes in presentation

of the Financial Staternents as required by International Public Sector Accounting Standards and

any amendment whenever necessary in the current year.

(u) Subsequent Events

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

financial statements for the year ended June 30 2020.

5. Critical Accounting Estimates, Judgcmcnts and Assumptions

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

assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent
assets and liabilities as at the date of the financial statements and the reported amounts of revenues

and expenses during the reporting period.

Estimates and judgments are continually evaluated and are based on historical experience and other
factors, including expectations of future events that are believed to be reasonable under the

circumstances. Although these estimates are based on the directors' knowledge of current events and

actions, actual results may differ from these estimates.

T'he estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognized in the period in which the estimate is revised if the revision affects only that
period or in the period of the revision and future periods if the revision affects both current and future
periods.

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

In the process of applying the Authority's accounting policies, judgrnents have been made in
determining:

. Whether the assets are impaired;

. fhe classification of financial assets;

o The going concern.

(b) Critical Accounting Estimates and Assumptions

'fhe key areas ofjudgments and sources of uncertainty in estimation are as set out below

t) Contingentliabilities

As disclosed in these financial statements, the Authority is exposed to various contingent
liabilities in the normal course of business. The directors evaluate the status of these

exposures on a regular basis to assess the probability of the Authority incuning related
liabilities. However, provisions are only made in the financial statements where, based on
the directors' evaluation, a present obligation has been established.
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ii) Provisionfor doubtful debts

The Authority reviews its receivables to assess the likelihood of impairment. Provision for

impairment of receivables is established when there is objective evidence that the Authority

wiil not be able to collect all amounts due. Where necessary, an estimation of the amounts

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

approval by the Board of Directors.

iti) Other Provisions

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

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

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

obligation.

iv) Impairment Losses

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

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

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

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

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

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

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

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

of an impairment loss is recognized as income irnmediately.

2019-2020 2018-2019

Shs'000 Shs'000

6. Road Maintenance Levy
10% Constituency Links Roads
l0% Special allocation
22Yo Constituency Roads Fund
RMLF Operations

Total lload Maintenance Levy

7. Other Government Grants
Development Projects
Spot Improvement Projects
Equilization Fund
Administrative funds
Total Government Grants
Deferred Income
Transfer to Development Fund

23,181,150

65,770,188 37,263,912

65,110,188 37,263,912

095,912)

2,801,941
4,976,410
6,164,270
3,044,003

16,926,623
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8. Development Partners Grants
European Union
L'Agence Frangaise de Ddveloppement(AFD)
German Develpment Bank(KFW)
BADEA
Total Development Partnersr Grants

9. Financc Incomc
Interest from fixed deposits

Total Finance Income

10. Other Income
Receipts from sale of tenders
Other Levies
TotalOther Income

11. Rental Revenue

Receipts from operating lease rental

Total Ilental Revenue

12. Road Works Expenditure
RMLF I Oolo-Constituency Link Roads
RMLF Z2o/o-Constituency Roads Fund
RMLIr I O%-Special Allocation
Donor Funded Projects
Refund Donor KFW
GoK Spot Improvement Funds
Coffee Cess

Equilisation Fund
Total Iload Works Expenses

13. Directors'Costs
(a) Executive Directors

Emoluments

(b) Non Executivo Directors
Emoluments
Training and field activities

2019-2020
Shs'000

2018-2019
Shs'000

284,229
550,798

53,496
7 t96

3,083,234
6,773,012
3,430,305
1,104,624

2,606,420

5302
20,806
26,108

_____?2,63s_

232,899
778,576

43,274
46,250

66 027

187,681 68,537

Other levies income includes receipts from recall of performance guarantees, bid bonds and cross-

cutting of roads.

1 ,100,999 _____8e5;4_

1,043,030 720,189

____J4]8e_

624
187,057

2,510

t22I q))

1,922 _i_J22_
Rental income is rent income received from various Regional Office camps. 'l'he propeties were

inherited from our Parent Ministry.

3,107,206
5,316,873
4,626,336
2,001,788

82,492
3,610,219

38s
483,822 1 019 748

r9228J36 18,0r? J28

7,733 7 527
7 733 7,527

3,566
61

3,627

Total Directors Costs
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14. Employment Costs
Salaries and Wages
Pension and Gratuity costs
Medical and Insurance
Training and Development
Travelling and accomodation
Other Staff welfare costs

Total Employment Costs

15. Repairs and Maintenance
Office building
Furniture and equipment
Motor vehicies
Total Repairs and Maintenance

16. Other Operating Expenses
Public relations and Corporate affairs
Audit Fees

Advertisement and publicity
Rent and Rates
Electricity and Water
Cleaning and sanitation
Fuel and other vehicle running expenses
Security
Consultancies
Legal Fees

Printing and Stationery
CRC and tender evaluation Expenses
Telephone, Internet and Postage
Bank Charges
Office expenses
Performance Contracting
Total Other Operating expenses

17. Depreciation and Amortization
Property Plant and equipment

Total Depreciation Expense

18. Cash and Cash Equivalents
Cash in hand and Bank
Staff mortgage Fund
Fixed term deposits
Total Cash and Cash equivalents

2019-2020
Shs'000

2018-2019
Shs'000

1,721,413
1 84,610
129,464
94,821

141,147
65,543

) 404,559 2,336,998

5,374
76,611
16,394

7,995
18,308
24 712
5 I ,016

10,855
3,000

25,654
71,641
6,164
8,1 56

27,454
44,552
6,935
2,237

21,314
43,552
27,230

4,313
5,362

34,524

11,752
3,000

17,539
73,999
10,73 8

5,804
36,523
37,729
20,870
16,586
32,751
31,488
24,308
4,284
4,368

342,943
60 768

392,507

t73 346
173,346

112,200
772,200

30,285,049
1,098

11,630,280

15,677,220
8,424

12,802,091

41,9 16,427 28,487,736

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

Central Bank of Kenya as follows:
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KCB Bank Kenya limited
Equity Bank Kenya l,imited
Cooperative Bank Kenya Limited
NCBA Bank Kenya Limited
Cash in Hand
Total Cash in Hand and Bank __!1215,427_ 28,487,736

F'or the purposes of the cash flow statement, cash and cash equivalents comprise balances with less

than three months' maturity from the date of acquisition, including cash in hand, deposits held at call
with banks and other short term highly liquid investments with original maturities of three months.

19. Rcceivables
(a) Reccivables from Exchange transactions

Contractors advances

Total Ileceivablcs from Exchange transactions
16,115,256 18,904,974

___l5t:2r5_ 18,904,974

2019-2020
Shs'000

47,152,399
153,682
424,867
185,138

341

26,977
300

3,377,403

__L/9!,620_
_i2;12,81!_

2018-2019
Shs'000

27,478,596
154,906
637,982
215,216

1,036

104,3 8 I
44,077

5,651,484

5,799,942

24,704,916

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

Grants receivable represent development grants due from the National Government (KShs 5.8Billion
(2017-2018: KShs. 9.49Billion). The maximum exposure to credit risk at the reporting date is the fair
value of each class of receivable mentioned above. The Authority does not hold any collateral as

security. The aged analysis of receivables is as follows:

(b) Rcceivables from Non Exchange transactions
Advances to Staff
Deposits and Prepayments
Other Receivables(Acorued Income )
Total Ileceivables from Non Exchange
transactions

Total Receivables

20. Inventories
Consumable stores

Total Inventories
5,142

__:]42_ ____J_J2I_

5,124
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21. Property Plant and EquiPment
Period ended 30th June Building
2020

Shs'000

Cost
At lst luly 2019

Additions

At 30th June2020 108,3 53

Furniture
and

Fittings

Shs'000

Motor
Vehicles

Office
Equipment

36,154
6,438

Computers
and

Software

Shs'000

203,354
70,927

Plant and
Machinery

Shs'000

52,853

Total

Shs'000

1,041,394
238,469

Shs'000 Shs'000

l0I,4l7
6,876

135,1 14

45,458
512,443
r08,770

180,572 621,213 42,591 274,281 52,853 1,279,863

Depreciation
At lst July 2019

Charge for the year

At 30th June2020 19,288 132,023

16,579

2,709

117,267

14,156

403,881

89,113

26,705

4,276
131,730
62,091

52,458

39s

748,620

173,346

492,994 30,980 193,827 52,853 ______nJ2SL

Net Book Value

At 30th June 2020

_____q2,06!_ _____4854e_ 128,219 1 1,61 1 80,454 (0) ______lIZ{2!_

trtr
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Year ended 30 June 2019

Cost
At 1st July 2018

Additions

At 30 June 2019

Depreciation
At 1st July 2018

Charge for the year

___]o1A7J_ ___J);]y_ 512,443 ____:slv_ 203,354 52,853 041,394

Building

Shs'000

93,178
8,298

Furniture
and

Fittings

Shs'000

Motor
Vehicles

Shs'000

Office
Equipment

Shs'000

33,399
2,755

Computers
and

Softrvare

Shs'000

107,926
95,428

Plant and
Machinery

Shs'000

52,853

Total

Shs'000

129,960
5,154

421,760
90,683

839,076
202,318

1,

14,042

2,537

llr,978
5,288

351,060

52,827

22,566

4,738
85,247
46,491

51,532

926

636,420

712,200

At 30 June 2019 117,265 403,881

-:

26,705

Net Book Value

At 30 June 2019
_____!$13_ _214e_ 71,62284,898

The gross carrying amount of fully depreciated property, plant and equipment amounted to KShs. 534,754,571

___)!t]2_ 52,458

395 292,774

56
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22. Road Infrastructure Assets

At lst July

Transfer from work in progress

23. Capital Work in Progress

At lst July

Additions
Transfer to Road Infrastructure Asset

24. Payables
Exchange Transactions
Current:
Due to Contractors

Other Trade payables (General Suppliers)

Staff Creditors
Other Payables(Accruals & provisions)

Total Current

As at lst July 2019

Additional Provisions

Provision utilised

_J2 9231_ ____6?_2e2;9!_

2019-2020
Shs'000

67,992,504

11,448,427

2018-2019
Shs'000

39,229,092

28,763,4r2

I15,170,082
53,854,995

83,428,741

60,504,754

(t l,448,427) (28,763,412\

157,57 6,650 I 15, 170,082

28,169,570
296,685

3,819

175 864

18,550,239 28,645,936

Non Current:
Contract Retention

Total Non Current

10,143,470 711,642

10,
,7,

711,642

_ 28,6e1!93_ __:S;:J;13_

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

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

payment of the liability.

25. Employee Benefit obligations

18,078,264

149,254

3,152
319,569

143,470

Gratuity
Ksh'000

48,235

45,546

Pension costs

Ksh'000
76,233

(7,143)

Total
Ksh'000

124,468

38,403

___J62,8?)_As at 30th June 2020
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26. Financial Risk Management Objectives and Policies

'fhe Authority lias an integrated risk management fi'amework/ strategy. The Aurthority's approach to

risk management is based ol1 risk governance structures, risk management policies, risk identification,

measurement, monitoring and reporting. 'l'he risk management policies and systems are reviewed

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

industry practice, market conditions as well as the serices offered.

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

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

governance and risk management are deeply entrenched in the Authority's strategy and culture. An
elaborate risk management strategy that will provide direction on matters of policy and guide the

implementation and coutrol has been developed.

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

which pose ceftain risks. 'fhree types of risks are reported as part of the risk profile namely operational,

strategic and business continuity risks.

t) Operational risks are events, hazards, variances or opportunities which could influence the

achievement of the Board's cornpliance and operationalobjectives.

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

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

on the entity's performance.

ii, Business continuity risks are those events, hazards, variances and opportunities which

could influence the continuity of the entity.

'fhe Members of the Board have the overall responsibility for the establishment and oversight of the

Ar"rthority's risk management framework. The Authority has delegated its risk management to the

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

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

lor sustainable rnanagernent of the Authority.

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

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

stated. The Authority aims therefore to achieve arr appropriate balance between the risk and return and

rninimize potential adverse effects on its financial performance.

The financial management objectives and policies are as outlined below:

(a) Liquidity Risk

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

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

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

liabilities according to their maturity profiles and can occur where cash flow streams have been
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discontinued, etc. Funding risk arises when the necessary liquidity to fund illiquid asset positions
cannot be met at expected terms and when required.

The objective of the liquidity and funding management is to ensure that all foreseeable operational
and capital commitment expenditure can be met under both normal and stressed conditions and

the mismatch is controlled in line with allowable risk levels.

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

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

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

Projecting cash flows and considering the cash required and optimizing the short term
requirements as well as the long term funding, maintaining balance sheet liquidity ratios,

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

facilities,

The Authority has an established corporate governance structure and process of managing risks
regarding guarantees and contingent liabilities.

The primary sources of revenue for the Authority are receipts from the Kenya Roads Board, mainly
receipts from Road Maintenance Levy Fund, and Grants from the central Government and

Development Partners.

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

a

a

59



Iictt1,u Rtt rrtI l?outls .4u t|torit-y
Attttual Rcport unl Finun<'irtl Stulcttrcttts
For the yeur utdcrl 30't' Jutrc 2020

Period Ended 30th June 2020

Due to contractors
Other Trade Payables
Staff Creditors
Contract Retention
Deferred Income
Other Payables

Year Ended 30th June 2019

Due to contractors
Other Trade Payables
Staff Creditors
Contract Retention
Deferred Income
Other Payables

Lcss Than
lMonth

Between 1-

3 Months
Iletween 3-
12 Months
18,078,264

Over One
Year

149,254
3,152

319,569

10,143,470

471,975.81 18,p78,264 10, 143,470

Less Th:rn
lMonth

Between 1-
3 Months

296,685.04
3,818.77

Iletween 3-
l2 Months
28,169,570

Over One
Ycar

7 ,7 | 1,642

17 5,863.91
476,367.73 28,169,570

(b) Market Risk

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

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

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

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

and to optimize the funding of business operations and facilitate capital expansion. The Authority
is exposed to the following market risks:

i) Currency risk

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

dominated in Kenya Shillings.

ii) Price risk

Kenya Roads Board collects KShs. l8 per litre of diesel and petrol imported into the country,

32o/o of which is disbursed to the Authority. The Authority is exposed to the exterrt that the

levy on diesel and petrol is reduced or eliminated due to changes in the international fuel prices,

inflation or other macro indicators.

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

7,711,642
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iii) Interest rate risk

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

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

(c) Credit Risk

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

Period Ended 30tr'June
2020

Past Due
f)ate but
not
Impaired Total

Fully
Performing

Past Due
Date and
impaired

Advances to Staff
Contractors advances

Deposits and Prepayments

Other Receivables

Cash at Bank

26,917

16,115,256

300

3,377,403
41,916,427

26,917

16,115,256

300

3,377,403

41,916,427

61,436,303 61,436,303

Year Ended 30th June
2019

Advances to Staff
Contractors advances

Deposits and Prepayments

Other Receivables

Cash at Bank

Fully
Pe rforming

Past Due
Date but
not
Impaired

Past f)ue
Date and
impaired Total

104,381

18,904,974

44,077
5,651,484

28,487,736

104,381

18,904,974

44,077

5,651,484
28 487 736

53,192,65153,192,651

(d) Operational Risk

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

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

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

acceptable standards of corporate behavior.
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'l'he Authority seeks to ensure that key operational risks are managed in a timely and effective
rlanner through a framework of policies, procedures and tools to identify, assess, monitor and

report such risks.

'fhe Authority's objective is to manage operational risk so as to balance the avoidance of financial

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

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

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

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

i) Requirements for appropriate segregation of duties, including the independent

authorization of transacti ons;
ii) Requirements for the reconciliation and monitoring of financial transactions;

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

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

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

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

(e) Compliance and Regulatory Risk

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

The Authority has cornplied with all externally irnposed requirements throughout the year.

(f) Legal Risk

Legal risk is the risk of unexpected loss, including reputational loss, arising from defective
transactions or contracts, claims being made or some other event resulting in a liability or the loss

for the authority, failure to protect the title to and inability to control the rights to assets of the

Authority (including intellectual property right), changes in law, or.iurisdictional risk.

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

and the effective use of internal controls and external lawyers.

27. Related Parties Balances and Transactions

The Authority regards a related party as a person or an entity with the ability to exert control

individualty or jointly, or to exercise significant influence over the Authority, or vice versa. Members
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of key management are regarded as related parties and comprise the Director General and senior

managers.

(a) Related Party Transactions

The following transactions were carried out with related parties during the year

2019-2020
Shs'000

il Receipt and transfers

The Government of Kenya

Kenya Roads Board

65,770,188

23,781,150

89,5 51,337 54,190,535

ii) Direclors emoluments

Emoluments -Executive directors

Emoluments - Non Excutive directors

Training and filed activities
1l 60 33,635

(b) outstanding Balances Arising from Non-Exchange Transactions

The following were outstanding balances with related parties as at 30tl' June2020

Receivable from related parties 923,051 5,833,104

Payable to related parties 69,090 124,468

2018-2019
Shs'000

37,263,912

16p26,623

7,733

3,566
6l

7,527

5,302

20 806

Receivables from related parties can be analyzed as

follows:
The Government of Kenya
Kenya Roads Board
Key management personnel

Payables to related parties can be analyzed as follows
Key management personnel

923,051
4,034,066
1,799,037

923,051 5,833,1 04

69,090 124,468
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28. Contingent Assets and liabilities

(a) ContingentLiabilities

Due to the unceftainty of the outcome of our legal cases, it is not practically possible to estimate

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

statements.

2019-2020
Shs'000

2018-2019
Shs'000

(b) Contingent Assets

Advance Guarantees

Performance Guarantee

29. Capital Commitments

Authorized and contacted for

Non-cancellable operating lease rentals are payable as follows:

Operating lease rentals

Non-cancellable operating lease rentals are payable as follows

Within one year

l,ater than one year but within five years

___332e7_J9S_ 34,518,038

20,133,509 15,308,035

863 97 19,2 10,003l

2019-2020

Jun-20
Shs'000

2018-2019

12 Months
Shs'000

25,496
26,770

52,266

The Authority has leased office premises under an operating lease. The lease typically runs for 5 years

with an option for renewal. Lease payments are increased accordingly to reflect market rentals. The

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

are no contingent rents recognized in the Statement of Financial Performance.
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30. Reconciliation of Surplus as per Budget Statement and Statement of Financial
Performance

Surplus as per Statement of Budget and Actual amounts

2019-2020

Shs'000

3,915,458

Add:
Less:

Add:

Transfer of Roadwork Costs to Infrastructure assets

Transfer to Development Fund

Transfer from Deferred Income

Surplus(Deficit) as per Statement of financial performance 3,915,458

31. Fair Value

The directors consider that there is no material difference between the fair value and carrying value of
the Authority's financial assets and liabilities, where fair value details have not been presented.

32. Events after the reporting period

There were no material adjusting and non- adjusting events after the reporting period

33. Ultimate and Holding Entity

The Authority is a State Corporation under the Ministry of Transport, Infrastructure, Housing and

Urban Development, State Department of Infrastructure. Its ultimate parent is the Government of
Kenya.

34. Currency

The financial statements are presented in Kenya Shillings (KShs.'000).
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The following is the summary of issues that resulted in a qualified opinion of the external auditor on the financial statements for the year

2017118, 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.

Ref.
No on
Audit
Rerrort

Issue/Observation by the Auditor
Management
Comments

Focal Person to
resolve the Issue

Status: Resolved
or Not Resolved

Time
frame

I

Nugatory Expenditure
Authority had incurred a total of KShs.202,088,241 to pay interest on

delayed payment and a further amount of KShs. 4,253 ,404.04 2016/17

Total Nugatory Expenditure of KShs. 206,341,645.04

This was occasioned by
delayed exchequer
releases

Director General
Not Resolved

2

Rehabilitation and Repair of Kasoiyo - Saos - Society (D350) Road

The Project was awarded to Bridgestone Construction Company Ltd at

contract sum of KShs. 818,445,018 and commenced on l0m October 20i2
with expected completion as 106 February 2016 revised to April 20 l6
2.lAssigment of works
Project File revealed assignment of works valued at KShs. 504,824,286 to

Guangxi Hydroelectric Construction Bureau on the 28s January 2015'

1.2 Delayed implementation.
The latest progress report of5m August 2016 showed the overall progress

achieved was 99.91 against a lapse time of 130.2% of contract period.

Although contractor requested for substantial completion inspection on the

l3m Septmeber 2017, this had not been undertaken at the time of the Audit

In order to ensure
timely delivery of the
project to the users,
management made a

decision to assign the
works to another
contractor after the
initial contractor
experienced challenges.

Resident Engineer
Resolved:
The project is
now completed

J

Contruction of Muranga - Gitugi (D427) and Njumbi - Mioro (E546)

Roads
3.1 Delayed project delivery
Overall project progress as at June 2017 was 47.23% against contract lapse

period of 196.43yo. This indicates the project is far behind schedule which

could lead to cost escalation.

3.2 Interest on Iate paYment
Certificate No 20 dated 27s June 2017 indicated that interest on delayed

payments totalling KShs. 7,001,678 had been incurred.

Although there have
been delays in the
project this may not
necessarily result to cost
escalation since the
Variation of prices
(VOP) is capped the

contractual completion
date.

Resident Engineer Not Resolved

bo
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4

Construction of Kaptama - Kapsokwony - Sirisia Road Contract No.
RWC 023
The Project is divided into 4 distinct portions with total length of
67Km
4.1 Delayed project delivery
The contract Commenced on22nd June2007 with contract period of 35

Months to end on 13h May 2010. Latest progress availed during audit of
31't July 2015 revealed a progress of94o/o and there was no evidence of
extension of time. During the year management did not avail information of
the current status ofthe project.
4.2 Financial distress by the Contractor.
Contractor KSL Intemational was put under receivership as indicated on

the Daily Nation Monday 23'd February 2015 Page 37. Site Office at

Kamkuywa was placed under Receiver Manager and site operations halted.
The contractor has been unable to settle rent arrears owed to the Authority
amounting to KShs. 3,028,125 for Mwatunge Camp in Taita Taveta which
was in a previous contract.
4.3 Request for mutual winding up of the contract
The Receiver Manager vide Letter ref HG/JKM/RBFVJGM/62 dated 9m

July 2015 requested for mutual winding up.
Further, the Attorney General in a letter RefiAG/ CONF/2116/12 VOLI(7)
dated 1$ September 201 6 advised the management to terminate the contract
forthwith in accordance with Clasue 63.1 of the Conditions of Contract but
there was no evidence to show action taken so far at the time of the audit.
In the circumstances it is not possible to confirm whether the public
obtained value for money for expenditure of KShs. 2,622,131,272 already
incurred. Matter still unresolved in2016117

As stated in the audit
findings the physical
progress was at 94o/o.

At that particular time
interpretation of contract
management was that
issues of EOT were
being recommended by
The Engineer and
Approved by The
Employer only

As indicated by the
Auditor the contractor is

currently under
Receivership.

Resident Engineer
Not Resolved

5.0

Construction to Bitumen Standard of Naromoru - Munyu - Karisheni
Road Contract No. RWC 040
The project scope was construction of four roads with a total length of
45.9Km and was awarded to M/S Kirinyanga Construction (K) Limited at a

contract sum of KShs. 2,468,815,445 and commenced on 1't October 2012

with completion date of 306 September 2014.
5.lAssignment
The contractor entered into agreement with East Africa Development
Engineering Trading Co. Ltd to assign the latter parts of the works total
39.9Km.
5.2 Delayed project delivery
The combined overall progress as at 30m June 2017 was73.1%o. Therefore
the proiect was behind schedule.

Assignment was
necessary in order to
speed up progress of
works

Resident Engineer
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6.0

Rehabilitation and Repair of Eldoret -Ziwa - Kachibora - Eldoret -
Kabenes Road
The project was awarded to IWS Kimilili Hauliers at contract sum of KShs.

1 ,435,212,465 and commenced on I st September 20 1 1 with expected date

of completion as at lst March 2014 which was revised to 1't March 2016.

6.1 Scaling down of works
The initial contract was repackaged into three components as follows:
i)Eldoret-Kabaenes 24KM -KShs. 97 4,301,65 1

i i)Kabenes-Kachibora 3 I KM-KShs. 1,0 6 4,7 62,0 | 9.00

iii)Moi's Bridge Kachibora-20KM KShs. 536,046,915.00

I't Section repackaged as Addendum No. 2 which was approved by the

CTC on 12s September 2014 and is completed under the current contract.

The second section was subjected to open tender and awarded to M/S
China Intemational Cooperation on 196 June 2015 at a contract sum of
KShs. 1 ,3 1 3,9 14,382. The third section is estimated to cost KShs.

536,046,915 and will be implemented through an annuity programme.

This repackaging ofworks brings up the contract sum from an original
price of KShs.1,435,212,465 to KShs. 2,515,110,585.00.

6.2 Delayed project implementation
The revised contract period lapsed on I't march 2016 but the latest progress

reported dated 306 June 2017 showed overall progress was at 96% with

only 88.2o/o certified.
The project is behind schedule which could lead to cost overruns.

Delay in project
implementation was
occasioned by the
contract repackaging as

detailed above.

Resident Engineer
Resolved:
The project is
now completed

7.0

Construction of Kibunja - Molo - Olenguruone Road (D316)

The project was awarded to Kimili Hauliers at contract sum of KShs.

142,296,293 revised to KShs. 844,344,348.00 and commenced on 66

August 2010 with expected date of completion of 6s February 2016

7.1 Assignment of works
The contractor contracted Riflo Services for KShs. 113,137,730 to speed up

the progress ofthe but the arrangement has not still delivered the project'

7.2 Failed project delivery/termination
The project was to be completed on the 6d February 2012but the last

progress report from December 20 14 indicates only 67 .73 physical

progress. There is no evidence of action taken by management in line with

the terms of the contract.

There may have been a

delay in the delivery of
the project. However,
through timely
intervention by the
management the works
were substantially
completed on 13th

December,2018. The
road is under defects
liability period of 24
months, and it will end

on 14th December, 2020.

Resident Engineer
Resolved:
The project is
now completed

-

/
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8.0

Construction of Sigalala - Musoli - Sabatia - Butere Roads
(D26018390)
The contract was awarded to M/S Associated on 28'h March 201 l at a

contract price of KShs . 1,809,465,663. Works commenced on 66 June 2011

and was to be completed by 6th June 2013

8.1 Assignment of part of the works
East Africa Development Engineering and Trading Co. Ltd was assigned

part of the works. The Assignee was to constructs 20Km at a construct sum

of KShs. I,113,658,598.00 and the main contractor to handle 14.25Km.
8.2 Advance payment
The main contractor was paid an advance of KShs. 180,946,566.00 and out

of which KShs. 22,808,548 had been recovered by the time of the audit
leaving at outstanding of KShs. 158,138,018.69

8.3 Delayed project completion
The latest progress report dated 3 l't July 20 I 7 showed that only 7 4.3o/o

combined progress had been realized by both the main contractor and the

assignee, an indication that the project was behind schedule which could

lead to escalation ofcost.

The Assignee Contractor
has completed the
assigned section of
20.0Km and the same
has been taken-over.

Resident Engineer
Resolved:
The project is
now completed

9.0

Construction of Sigiri Bridge and Approach Roads on Road R43 -
RWC 092
The contract was awarded to China Overseas Engineering Group Co. Ltd
on the 5th March 2015 at contract sum of KShs. 992,546,146. The project

had a contract period 18 months and was expected to be completed by 12th

February 20 I 7.

9.1 Slow progress
The contract period elapsed on the l2th February 2017 andthere was no

evidence ofapproval ofextension oftime but latest progress dated 31't

October 2017 had overall progress of 81.21 %o against contract lapse time
of 133.33%o. The management indicated the contact was substantially

complete, no evidence was availed to support this.

Works on the bridge has

been successfully
completed and opened to
traffic. The Employer
has recommended
taking-over of the works

Resident Engineer

Resolved:
The project is
now completed
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Yes YesEU
Euros

14,850,000

Contracts for the
RuralRoads Project
in Eastern Region of

Kenya

EUROPEA ID I 13 4053 IIHlWKS/KE

Yes YesKFW Euros 9,000,000

Improvement of
Rural Roads and

Market
Infrastructure in
Western Kenya

CREDIT NO. BMZ: 200765123

Yes Yes
Euros

74,000,000
AFD

Central Kenya Rural

Roads Improvement

and Maintenance

Project

CREDITNO. CKE 1O12O1B AND 1046

0rJ

Yes YesUSD
11,000,000

BADEAUpgrading of "Gilgil
Machinery" Road

Project

-

a
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Development

Partners
Commitment

Separate
Donor

Reporting

Consolidated
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Financial
Statements

Project TitleProject No.

uired

Development
Partner
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