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KEY INFORMATION AND MANAGEMENT

a) Background information a
Kenya Urban Roads Authority (KURA) 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, Public works, Housing and Urban Development who is

responsible for the general policy and strategic direction of the Authority.

b ) Princip al activities
The Mandate of the Authority as defined in the Kenya Roads Act in Section 10(1) 2007 and

as read together with Subsidiary Legislation on Road Classification of 20L6 and Cities and

Urban Areas Act,201,1, is to Manage, Develop, Rehabilitate and maintain all National Urban

Roads in Cities, Municipalities and Towns of Kenya except where those roads are national

roads. Specifically, KURA has responsibility over the following road classes:

(a) Urban Arterials - Class UA
(u) Urban collectors including primary distributors, district distributors - Class UC
(c) Urban local roads including minor distributors, local streets, residential stand accesses,

commercial and industrial stand accesses, shopping streets - Class UL

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

L. Board of Directors

2. Senior management led by the Director General

d) Fiduciary Management
The key management personnel who held office during the year ended 30th June 2022 and

who had direct fiduciary responsibility were:

Director General

Director, Corporate Services

Director, Urban Roads Development

Director, Road Asset & Corridor Management

Ag. Director, Urban Roads Planning & Design

Eng. Silas M. Kinoti

CPA.Reuben Mayienda

Eng. Wilfred Oginga

Eng. Abdulrashid Mohamed

Eng. Jacinta W. Mwangi

Mike Y, &5. Director,

.. - - ,.t.
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e) Fiduciary Oversight Arangemente
The Authority has an independent Internal Audit Department which reports directly to the
Board Audit and Risk Committee. This Committee performs the Authority's oversight
duties as far as Internal Controls and Risk Management is concerned.

f) Authority Headquarters
Barabara Plaza
Mazao Road, off South Airport Road
IKIA, Nairobi

g)Contacts
Kenya Urban Roads Authority
P.O. Box 41727-001,00,

Telephone : (254) 020 -80'1.38M,

E-mail: info@kura. go.ke
Website: www.kura.go.ke

h)Prindpal Bankers
KCB Bank Limited,
Moi Avenue Branch,

P.O. Box 48400-00L00,

Nairobi GPO

Co-operatioe Bank of Kenya Ltd,
Upper Hill Branch,
P.O BOX 48231-00L00,

Nairobi.

i) Independent Auditor
The Auditor General
Kenya National Audit Office
Anniversary Towers, University Way
P.O. Box 49384-00100

Nairobi, GPO

i) Principal tegal Advieer
The Attorney General
State Law Office
Harambee Avenue
P.O. Box 40112

City Square 00200

Nairobi, Kenya

E
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1
Planning, development and
management of world class
urban roads and attendant
infrastructure

2
Develop and deploy latest
technological solutions in the
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CHAIRMAN'S STATEMENT
Infrastructure plays an important role in the economy of any

country due to the nature of impact it has on the citizen's welfare

and investments. The roads subsector particularly is a vital factor

in the socio-economic development of a country as it facilitates

access to markets, which in fum enhances production and

increases the level of employment. In Kenya the roads transport

accounts for 93o/" of all freight and passenger traffic with the

balance attributed to other modes of transport mainly air sea and

water. This underscores the significance of the subsector to the

Kenyan economy.

The consistent funding of road rehabilitation and maintenance from the road maintenance

and levy fund has resulted in the improvement of the condition of the road network

significantly making Kenya even more globally competitive as envisaged by Kenya Vision

2030 and the big four agenda. The fund has also contributed immensely on the

achievement of the Government agenda to develop 10,000 Kms of Tarmac road Network.

It is important to note that the approved budget for the Financial year was Kshs 6.6

Billioru out of which Kshs 4.7 Billion was dedicated for roadworks and Kshs l.9Billion was

meant for administrative expenditure (operations). KRB disbursed the entire budget for

the Authority during the year.

The Authority has spread its wings to every county in the republic. The 47 counties has

had a feel of the maintenance levy fund, among the new entrants are Narok, Kajiado and

Elgeiyo Marakwet Counties. Roads within the selected urban centres have received major

facelift among them Kitengela towry Kajiado towry Narok town and Iten town. During the

planning phase in the FY 202U2022 of the Annual Public Roads Programme, The

Authority had set out to maintain 2,331Kms which is an increase from 1,,934 Kms planned

during the previous Financial Year. I am hrppy to report that The Authority achieved

4,738 Krns surpassing the set target. I

The Authority prides itself in offering lasting solutions to motorists' problems across the

country, notably through RMLF various missing links rhave been constructed and are

already in use by motorists and members of the public. These missing links are Langata

road to Ngong Road Missing Link Via Kibera constructed at a cost of Kshs 1.2 Billioru

Completion of Dualling Likoni and Enterprise road at a cost Kshs 905 Million and

completion of Limuru Road-Westlands through Deep Sea at a cost of Kshs 169 Million
{-r sJ,,i
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among other important stakeholder roads across the country.These key roads has reducr

traffic congestion and reduced the travel times.

During the Financial year, The Authority was met with the tragic loss of our Chairman

Mr. Henry Musemate Murwa, who was serving his second term as a Board Member and

appointed as Board Chairman on 20'h November 2021. The Authority cherish his

leadership skills and the experience he brought to the Authority in his distinguished long

service in the institute of Surveyors of Kenya. Consequently, on 8ft August 2022I was

appointed as Board chairman for the Authority for a period of 3 years.

On behalf of the Board of Directors I take this opportunity to acknowledge the immense

support provided by the National Govemment, our collaborators, Development partners

and all our Stakeholders. The board further wishes to thank the management and staff of

Kenya Urban Roads Authority for their tireless efforts in ensuring that the authority

continually delivers on its mandate.

i_:-1;*

Charles Chiuri
Chairman



Enhoncing Urbon Mobility

o WE HAVE {O REGIONAL OFFICES

Meru

Eldoret

Kakamega

Kisumu

Nakuru

Nyeri

Nairobi

Machakos

Ganssa

Mombasa

o

.$ff:eHf$ i,...,r.. 
,

TE rir.



Kenya Urban Roads Authorify I RMLF I Annual Report and Financial Statements I For the year ended June 30, 2022

o
Urban road infrastructure is a maior determinant for

sustainable development. Cities and Urban areas being

hubs for economic activities require adequate road

transport infrastructure development and maintenance.

Investment in urban road infrastructure and its
operationalization has enhanced economic productivity.

However, the undesired condition of road infrastrucfure

with slow average operating speeds poses challenges to

and impedes inclusive growth.

The transport sector transformation in Kenya yielded distinct jurisdictions based on road

classification among the road agencies. For more than a decade since its establishment,

The Kenya Urban Roads Authority has significantly contributed to the developmenf

rehabilitation, maintenance and management of National Urban trunk roads in cities and

urban areas. The Authority has continued to surmount the transport challenges

occasioned by high population density and associated socio-economic activities on the

urban transport infrastructure. As at 2019, the 70 urban centres where the Authority

operates had a populationof l2.Zmillioru representingS2.A% of the total urban population

of 14.8 million. This reflects the level of demand and pressure on transport infrastructure

in space and time. This high demand coupled with long standing maintenance back log

and road asset damage require enhanced, sustainable and progressive investment in

urban road development and maintenance. Investment in urban road infrastrucfure

improvement has seen significant positive socio-economic impact in the ever-increasing

demand for urban mobility. The government's Road Sector Investment Plan (RSIP) 2010 -
2024 recognizes the need for road infrastrucfure towards economic growth. There is

therefore need for availing more resources to bridge the gap in urban road maintenance

and sustain the benefits accming from these investments overtime.

1 The urban Roads Network

Reeling under conditions of rapid growttr, urban transport infrastructure and public

transport in towns in Kenya has not been able to keep pace, and as a result public space is

ineffici€ntly utilized and highly congested especially in Cities.

tr
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The Urban Road network currently under the jurisdiction of the Authority is 3,982Km of

which 2,385Km are gazetted Urban roads while 7,597Km have been classified but awaiting

gazettement. The condition of the Gazetted roads is as tabulated below: -

Road Surface

TyPe

Paved 573.27 599.90 g62.SL 1,535.92KM

% 37o/" 39Yo ' 24o/o

Unpaved KM V538 4L7.LZ 256.74 849.25

% 21,% 49% 30Yo

Total KM 748.59 1,017.03 619.55 2,385.17

% 31% 43% 26%

These statistics reflects the gains made in management of urban road network, which still

requires more effort to improve the 26"/" network proportion in poor condition to fair

condition.

Motorization has been on the increase with notable increase in vehicles on Kenyan roads,

of which over 40 percent are private cars, most of them used in urban areas. The growth

rate of motor cars in Kenya in the recent past, is estimated to be significantly higher than

that of population. The pressure exacted on the urban infrastructure as a result of this

growth calls for corresponding increase in allocation of resources for upgrade and

maintenance of the urban road network to guarantee improved mobility and connectivity

within our urban centres.

Due to rapid urbanization and expansion of our operations into more urban centres, the

urban road network in Kenya has been increasing over time and is expected to increase

further thus need for investment of more resources.

2 Resource allocation

Kenya Urban Roads Authority has three major sources of funds namely, exchequer, Road

maintenance Levy Funds (RMLF) and development partners grants. The Road

maintenance Levy is utilised for maintenance of the existing network for the purposes of

ensuring they remain motorable as well as protecting the initial investments in the

16
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network. During the year, the Authority received a total of Kshs.7.01 Billion f
maintenance and rehabilitation of urban roads.

2.1 Performance and utilisation of funds

The Authority has continuously been committed to ensuring that the funds received from

the government as well as development parbrers have been applied for the purpose for

which it was intended and that the use of such resources is prudent, efficient and

transparent in accordance with the principles, procedures and guidelines of the Authority
and sotrnd professional practicb with a focus on the value for money. The efficient

utilization of resources allocated is evident in maintenance of 158.7KM of roads over and

above the planned road network during the financial year within the same budget. The

planned, executed and additional roads lengths maintained inclusive of conditional

funding projects is as tabulated below:-

Routine LO72.253 t,@5.T) 1.02 885.97 o.83 97.41 150.40

PBC i 795.909 1,306.57 1.64

Period 261.95 1,185.16 4.52 1,009.30 26.9 270.323.85

1,075.!n 21,.241.35 25.8

Rehabllltation/ I l116.5 3,422.42 29.38 3,314.L2 28.45 8.2 L43.22

TOTAT zA5.6r:2 zo1o.9s 6,2,/l,.@ LS;8.7L 547.18

3 Road maintenance and rehabilitation

In performance of its statutory mandate the Authority preserves and protects the value

and intestment in the urban road assets through rehabilitatiorL routine and periodic

maintenance of all roads under its jurisdiction on an annual basis based on approved work
plans. The Authority's Road maintenance programs are funded tfuough the Road

Maintehance Levy Fund (RMLF) administered by Kenya Roads board in accordance with
the Roads Board Act1999 (revised 2020).

Since its establishment the fund has steadily grown based on road network and fund size

in meeting the needs for the urban roadworks with the eipenditure matching the budget

as tabulated below.

tr
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Five Year Road works expenditure
3,77O,9L3,310
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3.1 During the implementation of Financial Year 2021.12022 Annual Public Roads

Programme, the Authority maintained a total ot2,405.32Km of urban roads comprising of
Rehabilitation of 124.7I<m, periodic maintenance of 288.85 Km, PBRM of 821.71Km and

routine maintenance of.'/.,,170.06 km. The figure below shows the annual kilometers

maintained by the Authority over the years.

Urban Road Maintenance Outputs
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Financial Year
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Annual Public Roads Programme (APRP)

The Authority undertakes annual work programmes for the implementation of the urban

road maintenance in harmony with the funding ceilings provided by Kenya Roads Board
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since its establishment in 2009. The Authority utilises the contracting method wh

deliberately incorporating labour-intensive Roads 2000 strategy, into work execution

methodologies, to support the Government desire to provide employment opportunities

to the youth and women. During the 202U2022 financial year, the Authority created

employment for L6,164 equivalent fulI-time jobs under R2000 program against the

performance target of 8420 jobs. The high number of employments compared to the

previous years and the target was due to the implementation of Upgrading of Roads in

Informal and Densely Populated Areas in Nairobi which was labour intensive. The

persons are employed to provide labour through the maintenance works contracts and

remunerated by the contractors.

3.2 Roads Maintenance Levy Funds (RMLF) Outcomes

The maintenance of urban roads has improved service level of the urban road network.

The fund has enabled the safeguarding of the urban road infrastructure, corridor and

associated assets. It has improved access to services such as education, healttu

administration and housing. The urban road network has as well enhanced urban mobility

and travel time reductiory improved environmental conditions through reduced dust and

emission pollution and enhanced drainage systems. Further to that, it has enhanced safety

of pedestrians through construction of non-motorized transport infrastructure and road

furniture and improved livelihoods among the youttr, women and persons with disability

who have accessed job opportunities from the contracted road works.

3.3 Impacts RMLF on the economy and the society

The urban road network contributes to the realization of the Big Four Agenda, Kenya-

Vision 2030, Sustainable Development Goals (SDGs) and Sector Performance Standards

(SPSs). The network has contributed to spurring economic development in urban area+

towns and cities by enhancing manufacturing and industrialization through

transportation of raw materialt products and access to markets. The urban roads

contribute to transforming the urban land use, architectural landscape and character to a

modern and sustainable outlook: It has enhanced the development of smart and resilient

citie+ towns and urban areas for Sustainable socio-economic development. The

infrastructure remains an enabler for the growth of the agriculfural and tourism sectors

which have a direct significant contribution to the gross domestic product of the country.
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Through the implementation of the annual programme, the authority continues to

empower the youth, women as well as People living with disabilities through provision of

equal opporfunities during procurement. During the year under review, contracts

amounting to Ksh 4.6 Billion were awarded to the vulnerable groups under the Access to

Government Procurement Opporfunities programme.

3.4 Value for Money

The authority is keen on ensuring prudent mlrnagement of the public resources and

subscribes strongly to the principles of public finance as required by the constitution. In

the implementation of the projects, the Authority ensures that the expenditure adrieves

value for money. The analysis of value for money for the urban road network investment

takes in consideration the number of kilometers maintained, timely delivery of the road

proiects, cost efficiency, and the socioeconomic impact of the project to the community.

Over the last six years the authority has invested Kshs.32,055,837,135 in road maintenance

works as tabulated below.

201G2077

201,7-2018

2018-2079

2019-2020

2020-2021

2021-20x2

Total

2,439,00'1,768

7,945,363,306

2,097,860,859

L,747,297,25',1,

1,965,083,331

2,403,366,y9.42

71.,898,972,864.42

1,669,1$6,3U

L,687,455,666

3,185,358,8o5

3,770,913,370

5,235,385,268

4,607,5U,987.96

20,156,864,270.96

4,1.08,']..68,102

3,633,818,972

5,283,219,664

4,9t8,210,567

7,10L,468,599

7,010,95L,237.38

32,055,837,135.38

The routine maintenance accounted for 38% while periodic maintenance and rehabilitation

works accounted for 62o/" of the total investment. The annual maintenance output in terms

of length maintained was 2,002Km for routine maintenance and 418Km for periodic

maintenance.

The maintenance works execution specifications and conditions are structured to ensure

timely delivery with provisions for liquidated damages on delayed completion and

payment reduction on non-compliance with set service levels.
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3.5 Implementation challenges

The Authority has achieved significant outputs in the implementation of her strategic

objectives in the realization of her mandate despite numerous challenges. These challenges

include depletion of naturally occurring road construction materials calling for investment

of research, classification of roads in remote locations under urban roads network, limited

funding for the expanding needs in the urban road network, encroachment on the road

corridor as well as vandalism of the assets, service relocation needs as well as extreme

weather conditions that affect project delivery timelines.

3.6 Future outlook
Vehicle ownership rates, congestiory and emissions are expected to significantly increase

through the next 20 years, even as average travel speeds and accessibility continuing to

decline. Without immediate and sustained progressive investment in urban transport

infrastrucfure and services, the average trip speed as well as the average roundtrip
journey time to work will decline. Accordingly, the economic cost of a low investment is

likely to run into billions of shillings per annum in terms of opportunity cost and lost

productivity due to time wasted in traffic congestions. The Government of Kenya is

however committed in progressive investment in the urban infrastrucfure as seen from

improved allocation of funds over the years.

t

Eng. M. Kinoti,
Director Generd

t
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I
The urbanization component of the Second Medium Term Plan (MTP2) of the Kenyan
Vision 2030 aims to facilitate a sustainable urbanization process through an integrated
urban and regional planning management framework of Kenyan urban centers and towns.
Infrastructure development in general and roads infrastructure in particular forms a key
foundation and enabler of this Vision. The 20L8-2022 strategic plan is set out on the
Authorify's core mandate with clear and measurable targets.

Kenya Urban Roads Authority has 3 (Three) strategic pillars and objectives within the

current Strategic Plan. These strategic pillars are as follows:
Pillar 1: Planning, development and management of world class Urban Roads Network
Pillar 2: Develop and deploy latest technological solutions in the planning, design,

construction and management of roads
Pillar 3: Implement institutional capacity and corporate govemance principles that

support execution of KURA's Strategy.

KURA develops its annual work plans based on the above three pillars. Assessment of the
Board's performance against its annual work plan is done on a quarterly basis. The
Authority achieved its performance targets set for the Fy 202U2022 period for its three

strategic pillars, as indicated overleaf.

F@h1 n ;*.*r;'1 .:-, .;'i..

Figure 1: Before and Completed section of Kirinyaga Roads in Kirinyaga County
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Corporate Governance is the decision-making framework that the Authority utilizes

to ensure transparency and accountability in the delivery of its mandate. The Board

has put in place stringent measures to ensure that the Tenets of Corporate

Governance continue to guide its role of oversighting the Authority operations.

To realize value and positive impact of Government and Stakeholders investment in
urban road development and management. The Board continues to ensure that its

Decisions are anchored in the legal provisions, Mwongozo: The code of Governance

for State Corporations and advisories from the State Corporations Advisory Council

(SCAC) and other regulators.

Organization Structure

The Authority is managed by a Board of Directors under the leadership of a non-

Executive Chairman and Eight other Board members. The Director General is an ex-

officio member of the Board. The Authority structure provides for Six Directorates

and two stand-alone departments all reporting to the Director General as depicted

below.

Board of Directors

I

lXrector general
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Figure 2: KURA Organisation structure

a) The Board of Directors

The Board of Directors takes cognizance of the need to embrace high levels of

Corporate Governance in the delivery of the Authorities mandate. This is reflected in
our values, organizational culfure, policies and procedures and the proactive public

disclosure manifested in our Annual and Financial statements over the years.
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During the period under review the Board comprised of a team of competent and

experienced members who exercised objective and independent judgment in th
attainment of the Authority's Strategic objectives. The Board continues to discharge

its oversight role with specific focus on stakeholder needs, expectations and the

Authority's strategic intent.

b) Board Charter

The Board Charter outlines the governance parameters within which the board exists

and operates, It sets out specific responsibilities of the board, its committees and

directors collectively, as welX as roles and responsibilities incumbent upon the Board

Members and the delegation of authority to Management as outlined in Mwongozo.

The Charter provides for the following among others: -

i) Board size composition and term limits

ii) Establishment of Board Committees

iii) The Responsibilities of the Board

iv) The Code of Conduct the Board of Directors are expected to comply with
v) The relationship between the Board and Management

vi) Attendance, scheduling and proceedings at Meetings

vii) Delegated authority to Management

viii) Board performance appraisal through annual Board Evaluation

ix) Board and Management succession

c) Appointment, Composition and Size

The Board of Directors were appointed in line with Mwongozo and consists of 8

(Eight) members including the Director General.

d) Board Committees & Work plan
To effectively execute its oversight role, the Board has established Four (4)

standing committees with specific delegated mandates. The Board Committees
operate from
clearly articulated terms of reference as approved by the Board of Directors. The

Board consist of 4 (Four) Strategic Committees discharging the oversight role as

enumerated below;
i) Audit, Risk & Compliance Committee

ii) Human Resource Committee

iii) Finance & Strategy Committee

iv) Technical Committee

27
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Mandate Composition

This Committee is responsible for offering ad

and guidance to Management and the Board

development of effective and appropriate H
Resource Policies and adoption of best practices
efficient strategies in human
management. The Committee examines,

and recommends for approval by Board

Authority's staff establishment, appoin
termination of staff and any disciplinary action

Mr. Tarayia Ole Kores
Mr. |oseph Muganda
Mr. Bassil Nyagah
Mr. Isaac Githui
Planner ]oyce Kariuki
Eng. Silas Kinoti, MBS

This Committee is mandated to consider and
make recommendations to the Board regarding
issues affecting financial and strategic direction of
the Authority. This includes resource mobilization
for new projects, investment of surplus funds and
financial rocedures

Mr. Basil Nyagah
Mr. Tarayia Ole Kores
Eng. fames Kung'u
Mr. Joseph Kiarii
Eng. Silas Kinoti, MBS

Mr. Joseph Kiarii
Mr. Basil Nyagah
Mr. Isaac Githui
Eng. Charles Chiuri
Plan. Joyce Kariuki

This is an advisory Committee of the Board

providing independent oversight so as to ensure

integrity of financial statements. It reviews the

effectiveness of the system of internal controls and
management of financial and other risks. The

Committee ensures Compliance with relevant
laws and oversees Risk Management through
relevant Plan and of status

Mr. Tarayia Ole Kores
Mr. Henry Murwa
Eng. James Kung'u
Planner Joyce Kariuki
Eng. Charles Chiuri
Eng. Silas Kinoti, MBS

The Technical Committee is mandated to consider
and make recommendations to the Board
regarding poliry issues affecting technical
operations of the Authority including: -

i) Quality Assurance
ii) Technical Standards
iii) Environment Health & Safety

Standards on projects
irr) ContractManagementStandards

Table 1: Board commitees mandate, composition and meetings during the year

Board Human Resource Commiftee

Board Finance & Committee

Board Audit & Com Committee

Board Technical Committee

No. of

6

6

3

4
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i. Board Work Plan and Meetings

The Board work plan and calendar of meetings are annually prepared in advanct

Adequate notice is given for each Board meeting and Directors receive detailed

papers on issues to be discussed in good time before the meeting. A total of 7 Full

Board meetings and Nineteen Committee Meetings were held during the year. The

breakdown of the committee meetings is as follows;

a) Board Human Resource Committee; six meetings
b) Board Finance & Strategy Committee Meetings; six meetings
c) Board Audit & Risk Compliance Committee; two meetings
d) Board Technical Committee Meetings; Five Meetings

The attendance is as indicated below

o
2rtr

Name Nominating Institution 6toNx
a

4
$

r-rNoN
-\(,!

bo

E

No
N
l'
0,

!
Eq,

&o(,
E
@

t\cN
l'
o,oo
a)
o
tl{

t\cloNx
L6
a
e(l

GI

Nr{oN
A
a
6l

N
6to6t
6,,
e

E
t\

1 Eng. Charles Chiuri
Institution of Engineers
of Kenya

2 Mr. Henry Murwa
Institute of Survey of
Kenya

J Eng.James Kung'u
State Department of
Infrastructure

4 Mr. Bassil Nyagah
Matatu Welfare
Association

5 Planner Joyce Kariuki
Kenya Lrstitute of
Planners

6 Mr. Tarayia OIe Kores Association of County
Government Authorities

x

7 Joyce N. Mundara

8 Mr. Isaac Githui
State Department of
Devolution

9 Kula Hache

10. Alphonse Munyali

11. Mr. |oseph Kiarii Ttre National Treasury

12. Mr. ]oe Muganda
Kenya Association of
manufacturers

13. Eng. Silas Kinoti, MBS Secretary to the Board
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e) Board Evaluation
During the year, the Board undertook a rigorous pefformance evaluation conducted
by the State Corporations Advisory Committee (SCAC) as required by the Mwongozo
Code of Govemance of State Corporations. The outco,me of this evaluation is used to
create remedial development and capacity building programs for the Board.

The issues of the effectiveness of the whole board, individual director assessment

and the performance of the Director General was addressed in the evaluation.

f) Directors' Remuneration
Details of Directors' remuneration are set out in the rr:port in note 12 of the Financial
Year under review. Directors are paid sitting allowance for every meeting attended,
lunch allowance (in lieu of lunch being provided), ,accommodation allowance and

mileage reimbursement where applicable, all-in line with the ceilings approved for
state corporations by the Government. There were no Directors' loans at any time
during the year.

g) Internal Controls
The Directors acknowledge their responsibility for ther Authority's system of intemal
financial control, including ensuring that the systems are being maintained.
Customized Internal control systems are in place incltrding the implementation of an

Enterprise Risk Management System to provide effecti've internal financial control.

h) Ethical Standards
A code of conduct is in place to regulate conduct of business and prescribe acceptable

behaviour in line with the National Values, organization culture and our Core values.

The Authority also has an annual Integrity program that ascribes to standards

prescribed by the Public Officer Ethics Act as well as [.eadership and Integrity Act as

outlined in Chapter six of the Constitution. These require all employees to conduct
business with integrity.

Charles Chiuri
Chairrnan
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MANAGEMENT DISCUSSION AND ANALYSIS
This section provides the users of these financial statements a narrative overview t
analysis of the financial activities of the Authority for the financial year ended June 30,

2022. Readers are encouraged to consider the information presented here in conjunction
with additional information that we have fumished in Director General's report on pages

t8-25.

3.7 FinancialHighlights
The financial highlights for the financial year ended 30'h June 2022is presented below

3.7.1 Funding

Road maintenance levy comprises of two components, road works and administrative
overheads. Ceilings for both funds are provided by the Kenya Roads Board on annually
basis. The road works fund is spent based on an approved work plan included in the

Authority's annual budget.

Total funding during the year amounted to Ksh. 11.5 billion against Kstr. 6.447 Billion in
the previous year. The financial statements covers the road works component.

RMLF FUNDING

r Road works I Admin Overheads

1,692,250,000.00

4,755,211,729.@

1,892,000,000.00

9,774,652,986.OO

2020-202L

31
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Overall, the RMLF funding has been on upward growth mainly through the funding of the

rehabilitation and upgrading of key stakeholder roads across the country the gradual increase in
the Authorit5/s Fuel Levy allocation. Figure 3, below shows the Authorit5/s funding trend for the

past five years.

Figure 3: Authority's Funding trend

3.7.2 Expenditure

Maintenance expendifure for urban roads network comprises of two components: routine
and periodic maintenance. The main purpose of maintenance program is to safeguard

the capital investment made in the infrastructure assets through routine maintenance and

periodic maintenance works. Routine road maintenance works are usually non-
structural in nature and are meant to extend the life of the pavemen! to enhance the

performance and to reduce user delays in road use.

FIVE YEAR RMLF FUNDING TREND

2017 -20L8 201.8-20t9 20L9-2020 2020-2021 2021-2022

5 7 .47,6 285t
I

!,

44
i

I
I

_--

tL,667

9,551

7,24L
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Periodic maintenance on the other hand involves maintenance works that are carried out
in intervals of years, that are of large-scale, and that are aimed at preserving the
structural integrity of the road. This mainly involves activities aimed at rejuvenating the
road surface and carrying out repairs over long stretches of road.
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Figure 4: Muratina Road-Mathare Nairobi County
Overview of the financial statements

The financial statements are prepared for the roadworks component of the Road
maintenance Levy Fund. They comprise of statements of financial performance,
statement of financial positiory statement of changes to net assets, statement of cash flow,
statement of comparison of budget and actual amounts, accounting policies and notes.

Statement of financial performance shows the Authority's performance during the year
indicating the revenue received as well as the expenditure incurred. The main source of
revenue is RMLF Grants received from Kenya Roads Board in accordance to the Kenya
Roads Board Act 1999. This is recurrent in nature and is utilised to maintenance of
existing urban road network. Kenya Urban Roads Authority receives approximately
L0.2% of the total RMLF collections during the year with the balance allocated to various
other agencies as shown in Figure 5 below.

Road works expenditure is incurred based on the approved, work plan by the Kenya

Roads Board. Due to the nafure of the procurement process is such that, the date at

which the contracts are entered into and the date when the contracts are executed and

completed usually fall into different reporting periods. To this extent, the Authority

accounts for the related road maintenance costs under IPSAS 'l."L Construction Contracts.

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

performance in the period in which they are incurred.
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In determining the costs, the Authority uses the'percentage-of-completion method' to

determine the appropriate amount to recognize in each period. The stage of completir . i
measured by reference to the contract costs incurred up to the end of the reporting period

as a percentage of total estimated costs for each contract based on Interim Payment

Certificates (IPC) issued by the Engineer. Progress billings not yet paid to the contractors

and retention money are included within'Payables'in the statement of financial position.

I l
)

t t

Figure 5: RMLF allocations

Surplus for the year represents unutilized funds at the end of the accounting period and

is carried forward through the statement of changes in net assets for future utilization by
the Authority on the specific contracts. The funds relate to unexecuted works for
contracts in progress at year-end for whidr the funds are already committed. The funds
are therefore ring-fenced by the contract provisions and are not available for any other
purpose except for meeting the contract obligations already entered into by the
Authority.

Statement of financial position presents the net assets position of the Fund (road works
component) as at 30m June 2022. The net assets for the Fund at the end of the financial
year amounted to KSh. 6,571,205,100.
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3.7.3 Performance & Utilization of Funds

The Authority has continuously been committed to ensuring that the funds received from

goverrunent as well as development parblers have been applied for the purpose for whir
was intended and that the use of such resources is efficient and transparent, in accordr

with the principles, procedures and requirements of the authority and sound professir

practice with a focus on the value for money.

The Authority absorbed 100% of its original budget however, due to late allocation
addition of funds in the financial year towards additional projects, the Authority could
absorb all the funds despite expediting procurement process.

3.7.4 Pending Bills 
I

There is no accumulation of pending bills for the RMLF contracts as the Annual Road

works programme was fully funded. The payables presented in the statement of
financial position have matching assets for settlement.

Eng. M. Kinoti,
Director General

t
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ENVIRONMENTAL AND SUSTAINABILITY REPORT

3.1 Sustainability Strategy & Profile

Kenya Urban Roads Authority mainstreams the global 2030 Agenda for sustainable
Development in policies, programs and operations. The urban road network is a key
enabler for the realization of the objectives of Kenya Vision 2030 as well as other
government poliry agenda. In the implementation of our Strategic Plan (2018-2022), we
mainstream sustainability principles by adopting the triple bottom-line approach
towards sustainable development of the urban road network. This approach constitutes
integration of environmental safeguards, financial viability and feasibility as well as

social acceptability facets as building blocks in the Authority's operations. In the
implementation of the sustainability agenda, the legal and poliry framework as well as

customer centred considerations are employed. These aspects drive the sustainable urban
mobility and connectivity agenda of the Authority as outlined below.

3.2 Financialsustainability
Kenya Urban Roads Authority relies fully on the government funds and development
partners' grants in undertaking its mandate. Road maintenance Levy which is the main
source of funding for maintenance of roads has been increasing progressively. The

allocation of the fund to the Authority since inception is as tabulated below.

Allocation of RMLF to Urban Roads from FY 20091201.0 to
202u2022

14,000,000,000.00

12,000,000,000.00

10,000,000,000.00
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Despite the National Governments commitment in investment in the road infrastructure,
funding for urban roads development and maintenance remains a maior challenge for the
Authority based on the budgetary allocations against the Authority's resource
requirements. There is therefore need to increase allocation of the fund to the urban roads
and explore alternative funding models for sustainability.

3.3 EnvironmentalPerformance
The Authority implements programs and projects in line with the national poliry and
legal requirements for environment, safety and health at various levels of risk exposure
and mitigation. The safeguards requirements are adhered to by suppliers, contractors as

well as all agents that deliver goods and services to and for the Authority. In the face of
emerging global environmental concerns, we have adopted a climate proofing and
resilient approach in the design and implementation of projects. This has been achieved
through integrating climate change mitigation and adaptation measures such as adequate
drainage structures, constructing walkways and cycle lanes, adopting intelligent
transport system for decongestion of road traffic as well as tree planting and maintenance
as carbon sinks.

The Authority incorporates environmental considerations in the design and
implementation of projects through environmental and social impact assessment as well
as environmental monitoring of the license conditions. Most of the projects implemented
by the Authority pose medium level risks to the bio-physical and social environment.
During the reporting period, over 50 projects underwent the environmental and social
impact assessment process as per the legal requirement. In order to protect the
livelihoods of communities within project sites, the Authority undertakes resettlement
action plans as a tool to mitigate such potential socio-economic risks. The Safety and
Health of the communities near project sites, employees, contractors and agents is
ensured by adhering with the Occupational Safety and Health Act,2007 requirements.
The Authority as well incorporates environmental audit and social impact assessment in
the assessment of post-construction impacts of projects.

3.4 Employee Welfare
The Authority has instituted measures to provide a conducive'working environment for
the well-being of staff and enhanced productivity. We have a comprehensive staff
medical cover for both outpatient and inpatient services. This is in addition to group life
poliry WIBA contributory pension scheme and staff mortgage scheme. Annual staff
appraisals are promptly undertaken and forms the basis for promotions and competenry
development through appropriate training for career development and personal growth.

A total of 193 employees were trained (including the carry-over training for the FY

202012021) as tabulated below. These were trainings on various professional skills and
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competencies in addition to Continuous Development Programs offered by various
professional bodies.

During the financial year 2021.-2022, the Authority ensured compliance by submitting all
the returns to the relevant regulatory institutions within the prescribed timelines. The

Authority has put in place measures for compliance with the provisions of the

Occupational Safety and Health Act, 2007. We undertake occupational health and safety

assessment and risk assessment for improvement of the work environment for employees

and customers.

3.5 Market Place Practices

3.5.1 Ethics and Integrity

The Authority has put in place dedicated measures to mainstream and foster a culture of
integrity so as to uphold the principles of Good Governance, during the period under
review the Authority continued to implement the Anti-Corruption poliry, undertook a

corruption risk assessment and implemented varied mitigation measures to address

these risks. Further to thi+ the Authority implemented behaviour and social change

initiatives in line with the Public Sector Integrity Programs.

A code of conduct is in place and our staff and stakeholders are required to observe strict
adherence to it. Measures have also been put in place to manage conflict of interests as

guided by the conflict of interest and gift policies.

3.5.2 Responsible Supply Chain and Supplier Relations

The Authority has aligned the Supply Chain processes to the Public Procurement and

Disposal Act and the Public Procurement & Disposal Regulations,2)2O. We continue to

build the Capacity of our Suppliers through awareness creation on best practices, Fair
procurement practices and on time payment.
Moreover, the Authority also conducts engagement forums ,with suppliers to garner
feedback on areas of improvement in the Authority processes so to enhance service

delivery. The Authority's Service Charter Guides Service Delivery standards detailing
payment requirements and set timeframes for fumaround time for supplier payments.

KURA has utilized innovation and technology in handling supplier payments to ensure

application of the first in first out principle this is enabled by the Enterprise Resource

Management System currently in use by the Authority. Effectiveness of all these

measures is also monitored from time to time through intemal audits and extemal checks

to ensure continuous improvement.
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Figure 5 : Capacity building of suppliers in Western Region to create awareness on access to
Authority procurement opportunities

3.5.3 ResponsibleMarketingandadvertisement

The Authority continues to implement policies on urban roads management in
partnership with Strategic Partners such as County Governments to ensure continued
expansion of the National Urban Road Network. We advocate for safe road use practices
by use of media platforms for behavior and social change and advocacy on safe road use.

and Road sharing to create a safe environment for both motofized and non-motorized
traffic. The Authority also uses public fora to create stakeholder awareness on the
Authority's mandate.

3.5.4 Product stewardship and Quality control

The Authority delivers her mandate on the principle of quality assurance and control. We
are committed to adhering to quality standards and ensures value for money in all its
expenditure. The Authority deployed an ERP system for implementation of projects and
operations as a whole. The ERP system covers all the Authority's activities from policy,
regulations, to construction norms and standards, contract supervision and
workmanship. The Authority is ISO 9001:2015 certified, maintains the standard and
continually improves its processes in compliance with the requirements. The Authority
has also rolled out an information security management system ISOIEC 27007 Standard
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to better manage information within the Authority. Regular audits are also utilized as

part of quality control. All our works implemented during the period under review \ l

measured against established standards that dictate quality of materials dnd

workmanship incorporated in the roadworks. Routine quality control monitoring was

also undertaken to ensure conformity.

t

r+

bstantial inrpl.tior, of the upgrading
of 8km Waiir bypass phase 1

3.5.5 CorporateSocialResponsibility

In line with the Authority's culture of corporate giving, KURA continues to ink its mark
in uplifting the welfare of vulnerable members in the Society. During the 202712022 the
Authority constructed two classrooms at Karoti Girls in Kirinyaga County, Constructed a
classroom at Lake Baringo Secondary School in Baringo County. Renovated a Kitchen at

SSD Primary School along Tom Mboya Road in Nairobi County, Constructed sanitation
facilities in Kiiri Mixed secondary school in Muranga County and another one was built
at St Basil Primary School in Lurambi Kakamega County.

\j
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Figure 8: Completed Classroom of Lake Baringo Secondary School.

Inset a classroom built under the KURA CSR program at Lake Baringo Secondary school

in Baringo County. A total of five bus shelters were also constructed at strategic locations

as part of the Authority CSR initiatives during the period under review two of the bus

shelters are in Kisii Town, Two in Meru Town and one in Nakuru Town. The bus shelters

protect road users from weather elements. In the FY202U2022 the Authority also

supported the Nyeri Hospice by raising a total of Ksh.200,000 to provide palliative care to
under privileged patients living with Cancer & HIV/AIDS

3.5.5 Community Engagement and Welfare

Public participation is a constitution;rl requirement in the design and implementation of
government projects. The Authority has a functional poliry framework that addresses the

interests of customers and the larger public in the execution of her mandate.

Stakeholders mapping and engagement provides customer feedback to inform decision

making for continual improvement. A total of Fifty-Nine Stakeholder and community
engagement forums were conducted during the reporting period.
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\
Figure 9: Stakeholders' Consultation Meeting of Isiolo Town Roads in Bute Town, Isiolo
County held on 2"d February,2022 (The Senator Addressing the Meeting).

The design of urban road infrastructure takes in consideration the needs and expectation
of vulnerable persons including those living with disability as well as non-motorized
road users, through construction of footbridges, ramps and walkways appropriately. The

Authority prioritizes access to job opportunities by communities living near project areas.

During the period under review, a total of Sixteen Thousand, one Hundred and sixty-
four (16,164) jobs were created which was boosted by the implementation of projects in
densely populated informal settlements within Nairobi City.

3.5.7 Collaboration and Partnership

The Authority has instituted measures and tools for working with partners and
collaborators in the execution of her mandate. We enjoy cordial relations with global
development partners and Local Financiers, regulators, road users, County
Governments, road sector implementing agencies and other sector players. We have
engaged various development partners such as The World Bank, The Africa
Development Bank, Korea Exim Bank, The European Union among others in the
implementation of road infrastructure projects.
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Figure 10: Director General Eng. Silas Kinoti, MBS flanked by Ag. Director Urban Road
Planning & Design Eng. |acinta Mwangi are joined by a team from Korean Consortium Chiel
Engineering after signing of the Phase one Intelligent Transport System Consultancy Contract.
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Figure 11: Kenya Urban Roads Authority hosts the Chairs of Constitutional Commissions
during an engagement forum held at KICC.
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The Authority implemented memoranda of understating as framework for broader
of mgagement with county govemments in the expansion of the urban road's
in county headquarters. We as well entered in to memoranda of agreement for execution

of projects with public sector institutions for implementation of the research and
innovation agenda.
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KEATYA URBAN ROADS AUTHORITY
Enhdncing urban mobility

Our Corporate Obiectives
1. Planning and development of world-class urban roads and

attenda nt inf rastructu re
2. Development and deployment of latest technological solution

in road planning, design, development and management.
3. lmplement institutiona! capacity and corporate governance

principles that support execution of KURA's strategy.
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REPORT OF THE DIRECTORS

The directors submit their report together with the audited financial statements for the , r

ended 30th ]une 2022, in accordance with the provisions of section of the 38 of Kenya Roads

Act2007 which disclose the state of affairs of the Authority.

Principal activities

The Authority is responsible for the management, development, rehabilitation and

maintenance of all public roads in the cities and municipalities in Kenya except where those

roads are national roads.

Results

The results for the Authority for the financial year ended 30 June 2022 are set out on page 49.

Directors

The directors who held office during the year and to the date of this report are set out on

page 11,-14.

Auditors

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

in accordance with the provisions of Article 229 of the Constitution of Kenya, Kenya Roads

Act2007 and the Public Audit Act 2015

By order hoard

,

Eng. M. Kinoti, MBS
Secretary to the Board

2qth sntevwbeY 2022-?----'1

!
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STATEMENT OF DIRECTORS RESPONSIBITITIES

Section SL of the Public Finance Management Act, 2012 and section 1.4 of the State

Corporations Act, 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 year and the operating results of the Authority for that year. The Directors are

also required to ensure that the Authority keeps proper accounting records which disclose

with reasonable acflrracy 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
statement+ whidr give a true and fair view of the state of affairs of the Authority for and as at

the end of the financial year ended on June 30, 2022. 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 Authorig's financial statements, which have been

prepared using appropriate accounting policies supported by reasonable and prudent
judgements and estimatet in conformity with lrternational Public Sector Accounting Standards

(IPSAS), and in the manner required by the PFM Act, 2012 and the State Corporations Act. The

Directors are of the opinion that the Authority's financial statements give a true and fair view of
the state of Authority's transactions during the financial year ended Iune 3O 2022, and of the

Authority's financial position as at that date. The Directors further confirm the completeness of
the accounting records maintained for the Authority, which have been relied upon in the

preparation of the Authorit;/s financial statements as well as the adequacy of the systems of
intemal financial control.

Nothing has come to the attention of the Directors to indicate that the Authority will not remain
a going concem for at least the next twelve months from the date of this statement.

Approval of the financial statements

The Authority's financial statements were approved by the Board on ryf\ -SeptlWbgf -ZOn
and signed on its behalf by:

t

.,/r..-i-*-( ,''*1t)

ng Charles Eng' ilas Ir'1. Kin<.rti,

Chairman
Chiuri
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Telephone: +254-(zo) 3214ooo
E-mail: info@oagkenya.go.ke
Website: www.oagkenya.go.ke

REPUBLIC OF KENYA

OFFlCE OF THE AUDITOR.GENERAL

Enhancing Accountability

HEADqUARTERS

Anniversary Towers
Monrovia Street

P.O. Box 3oo84-ooroo
NAIROBI

REPORT OF THE AUDITOR.GENERAL ON ROAD MAINTENANCE LEVY FUND FOR
THE YEAR ENDED 30 JUNE, 2022. KENYA URBAN ROADS AUTHORITY

PREAMBLE

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

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

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

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

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

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

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of Road Maintenance Levy Fund
set out on pages 50 to 84, which comprise the statement of financial position as at
30 June, 2022, and the statement of financial performance, statement of changes in net

Report ofthe Auditor-General on Road Maintenance Levy Fundfor the year ended 30 June, 2022 - Kenya Urban
Roads Authority
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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
Opinion section of my report, the financial statements present fairly, in all material
respects the financial position of Road Maintenance Levy Fund as at 30 June, 2022, and
of its financial performance and its cash flows for the year then ended, in accordance with
lnternational Public Sector Accounting Standards (Accrual Basis) and comply with the
Public Finance Management Act, 2012 and Kenya Roads Act, 2007.

Basis for Qualified Opinion

1. Non-compliance with Public Sector Accounting Standards Board Reporting
Requirements

Review of the financial statements for submitted for audit indicate that the Authority
prepared financial statements that did not comply with the recommended reporting
template by the Public Sector Accounting Standards Board. The financial statements
reported both operations and the works components while the reporting template
recommends road works expenses and transfer to operations and development.

!n the circumstances, the financial statements were not prepared in accordance with the
guidelines issued by the Public Sector Accounting Standards Board.

2. Receivables from Non-Exchange Transactions

The statement of financial position reflects receivables from non-exchange transactions
of Kshs.5,097,011,271 as at 30 June, 2022 as disclosed in Note 19 to the financial
statements. lncluded in the balance is grants receivable-RMLF of Kshs.S,077,624,094
due from Kenya Roads Board. However, the audited financial statements of Kenya Roads
Board Fund reflect RMLF disbursement payable to Kenya Urban Roads Authority of
Kshs.2,322,321,695 as at the same date, resulting to unreconciled difference of
Kshs.2,755,302,399.

ln the circumstances, the accuracy of RMLF grants receivable of Kshs.S,077,624,094
could not be confirmed.

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). ! am independent of the Road Maintenance Levy Fund Management
in accordance with ISSA! 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.

Report ofthe Audilor-General on Road Maintenance Levy Fundfor theyear ended 30June,2022 - Kenya Urban
Roads Authority
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Key Audit Matters

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

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

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

Basis for Conclusion

1. Unimplemented Projects in Annual Public Roads Program

Review of the road contracts and records on projects implementation under Road
Maintenance Levy Fund revealed that road maintenance projects totalling
Kshs.91 ,074,153 (Appendix l) in the Annual Public Roads Program (APRP) were not
implemented.

ln the circumstances, expected benefits of the unimplemented projects did not accrue to
the public and there was non-compliance with the approved budget.

2. Road Maintenance Projects

2.1 Nairobi Outering Road lmprovement Project

The contract for Nairobi Outering Road lmprovement project was awarded at a contract
price of Kshs.8,263,399,494 and ended in April, 2020 with a two years defects liability
period.

As previously reported, the project was on a maintenance contract but had challenges of
open drainages that were used as receptacles of garbage/dumpsites. lt was also noted
that there were mounds of garbage by the roadside on certain sections.

Audit inspection carried out on 15 February, 2023 noted improvements on the
observations made in the previous year. However, following issues were still outstanding;

(i). Cleaning of closed drains was not done well and some drainage covers had been
vandalized. The maintenance contractor on site needs to plan for occasional
cleaning of the closed drains to avoid flooding especially during rainy season.

(ii) Dumping of garbage on various sections of the road was seen to be posing a
challenge to the contractor.

(iii) Pedestrians were seen to cross the road on various sections whereas there are
footbridges erected for crossing.

Report of the Auditor-General on Road Maintenance Levy Fundfor the year ended 30 June, 2022 - Kenya Urban
Roads Authority
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ln the circumstances, there is a risk of flooding on the road and loss of pedestrians' lives
especially where there are no barriers.

2.2 lmprovement of Nairobi Lot2 - Upgrading of Shreeji Road and Parts of Likoni
and Enterprise Roads (Contract No.KURA /HQ/330/2019-2020)

The contract for the road works was awarded at a contract sum Kshs.892,661,116 on
08 September,2020, contract duration of 24 months and an expected completion date of
30 September,2022. lt also included a 36 months PBC maintenance contract at a cost
of Kshs.13,250,790. The scope of the contract included rehabilitation and upgrading of
single carriageway of Shreeji road (1.1K.m) to two lanes two-way 7m, construction of
walkways and drains, expansion of existing bridge over rail on Likoni road and river bridge
on Enterprise road, concrete drains on both sides, pipe culverts and other drainage works
and road furniture.

The contract duration elapsed and the contract period was subsequently extended to
08 April, 2023. The contractor is however still behind schedule as some of the major road
works had not been undertaken as detailed below:

(i). Likoni road bridge section is incomplete.

(ii). Enterprise road bridge section is incomplete; provision of the pavement structure
is incomplete. lt was agreed with the Authority, that for this section the contractor
would submit design drawings for the proposed bridge structure.

(iii). A section of Shreeji road is incomplete. The contractor was doing earthworks as
at the time of the audit on 15 February, 2023. lt was agreed that the contractor
submit a workplan which will be shared with the owners of the warehouses whose
access will be affected as the contractor carries out the remaining construction
works.

ln the circumstances, it is unlikely that the project will be completed by the new completion
date of 8 April, 2023 and there is a risk that costs may escalate due to the effects of
inflation extension of time.

2.3 Eastern By-pass Road-Footbridge near Gabanas Area

The construction of the footbridge was carried out by the Authority through funding from
African Development Bank and completed for use to motorists several years back. The
Authority had also erected metal barriers along the road and in between the bars were
light metal sheets to ensure that the pedestrians do not cross the road at undesignated
areas but instead use the footbridge for their own safety.

During the audit inspection carried out on 15 February,2023, it was observed that the
barriers were either crashed by speeding vehicles or had been vandalised. This resulted
to risk of loss of lives by pedestrians not using the footbridges. This issue had been noted
and reported in the previous year's audit with no intervention from Management of the
Authority.

ln the circumstances, there is a risk of loss of pedestrians' lives as there are no barriers
to ensure safe usage of the footbridge and the public may not get value for money on the
road maintenance contract.

Report of the Auditor-General on Road Maintenance Levy Fundfor the year ended 30 June, 2022 - Kerrya Urban
Roads Authority
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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 OVERALL 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 overall governance were not effective.

Basis for Conclusion

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

Responsibilities of Management and Board of Directors

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 controls as Management determines is
necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error and for its assessment of the effectiveness
of internal control, risk management and overall governance.

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

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

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

The Board of Directors is responsible for overseeing the Fund's financial reporting
process, reviewing the effectiveness of how Management monitors compliance with
relevant legislative and regulatory requirements, ensuring that effective processes and
systems are in place to address key roles and responsibilities in relation to overall
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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,
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
accordancewith the provisions of Section 7(1)(a) of the PublicAuditAct,20l5 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
Fund's policies and procedures may deteriorate.

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

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

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

o Conclude on the appropriateness of lvlanagement'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 Fund'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 Fund to cease to continue
to sustain its services.

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

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

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

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

I also provide Management with a statement that I have complied with relevant ethical
requirements regarding independence and communicate with them all relationships and
other matters that may reasonably be thought to bear on my independence and where
applicable, related safeguards.

CPA
AUDITOR.GENERAL

Nairobi

06 June, 2023
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Appendix I - Unimplemented Projects in Annual Public Roads Program
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Periodic
Amount
(Kshs.)

Bibirioni - Ngarariga - Kamirithu 7,901,563
C5O5/Kiriaini Rd - Muranga Mortuary - Children Department Loop
Roads (Vidhu Pry Roads)

12,937,720

Kamakwa -Nyeri To Blue Valley 15,212,152

Beevers Hotel - Meeting Point Phase ll 12,108,109
Routine
Lacquinta Hotel to Flamingo Bar - Tiema (C.B.D) 7,064,150
Muregeti-Kinyogori - Limuru Town 7,118,940
C544-St Mary Bus Stage - Muranga-High to Law Court. (Muranga
High - Bus Stase)

12,081,900

Masaku - Wataalam 6,752,472

Broadway - CBD (General Kago Rd - Mku - A3), P 3 9,897,147 9,897,147
Total 91,074,153



Kenya Urban Roads Authority I RMLF lAnnual Report and Financial Statements I For the year ended June 30,2022

STATEMENT OF FINANCIAL PERFORMANCE

FOR THE YEAR ENDED 30IUNE 2022

REVENIIE
Revenue from non-exchange transactions

Road rnaintenance trvy Fturd 7

Penahies and levies 8

Total Revenue fiom non-exchange transactions

Revenue from exchange transactions

Finance incorrp 9

Other incorne l0
Total Revenue fiom exchange transactions

Total Revenue

11,67519521097 6,457,980,770

2021-2022

Kshs

11,666,652,986

9,299,111

2020-202r
Kshs

(Restated)

6,447,467,129

10,513,641

184,792,047

9,451,444

291,481,473

2,547,460

194,243,491 294,028,933

I 95,588 6,752,009,704

EXPENSES

Certified works

Work srpport services

Directors' expenses

Enploynrent costs

Depreciation and amortization costs

Use ofgoods and services

Repairs and maintenance

Total expenses

Surplus/@eficit) for the year

ll
t2
l3
l4
t5
l6
t7

6,613,615,645

185,462,546

19,657,643

1,238,222,438

96,917,957

226,231,88r

35,952,151

6,346,571,506

146,660,250

10,255,434

1,079,439,429

74,473,619

197,473,152

46,360,583

8,416,060,261 7,901,233,973

3,454,135,327 ll'll2'22126eL

The significant accounting policies and the notes on pages 49 to 77 form an integral part
of these financial statements. The financial statements on pages 49 to 82 were approved
by the board of directors on 2$[ €..gp@W.bef ZOZa and were signed on its behalf by:

t
I

Eng as N'I. Kinoti,
f)irector General

,'r-L-1 'n,l -___ _ .__

ling. Ch.rrles ChiuriC ben \'lavienda
Director corporate services
ICPAK \{ernbc'r No:.194 I

Chairman
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STATEMENT OF FINANCIAL POSITION
AS AT 30IUNE 2022

ASSETS
Cunent assets
Cash and cash equivalents
Receivables from non- exchange transactions
lnventories
Total Current asets

Non-current assets

Infrastructwe Work - In- Progress
Intangfule assets
Propertlr, plant and equiprnent
Total non-current assets
Total Assets

LIABILITIES
Current liabilities
Payables from exchange transactions
Payables from Non exchange transactions
Errployee Benefits Obligations
Current tax
Total curre nt liabilitie s

Non-curre nt liabilitie s

Payables from exchange transactiorrs
Total liabilities

REPRESENTED BY:
Revahration Reserve
Accumulated suplus
StaffMortgage Fund
Road assets reserve firnd

Eng, Ias Iv'I. Kintrti,

4,4ss,069,so6
5,O97,O11,271

76 893
9,556,357,669 7,913,267,262

754,897,O92
9,455,818

337,2 14,297
2,210,578,373 t,1O1,567,207

11,766,936,042 9,014,834,469

Note

18

l9
20

2021-2022
I(shs

2020-2021
I(shs

(Restated)

6,755,061,559
I,139,668,333

18,537,3'70

21

22
23

1,854,182,221
4,727,909

351,668,244

24
24
24
25

24

262,207,637
24,O24,532
45,711,469
4L,802,713

853,829,861
56,9'73,239
45,983,627

373,746,351 956,786,727

l, 176.OO7.856 1,295,OO1,233
1 754.207 2,251,787,960

Net assets 10,217,181,835 6,763,046,509

96,718
'7,385,837,605

511,247,5r2
2 320 ooo ooo

Total Nets Assets and Liabilities 10.217.181.835 _5J53p45.soe_

The significant accounting policies and the notes on pages 54 to 82 form an integral part
of these financial statements. The financial statements on pages 49 to 82 were approved

by the board of directors on -, ,' :- iL'- € ir', /- i, i -* , ? l-, and were signed on its behalf by:

I

a(s)(i)
4(sXO
4(sXuD
a(s)(v)

\'[avienclir

Director corporate services

ICPAK \tt'rnber No:"19{ 1

128,957
4,131,670,O39

311,247,512
2,320,OOO,OOO

t3-

r ing. (-harlcrs

f)irector General

51

Ch.rirman
V ( 'hr urr



\o
(.la
€
r-
6l

e€
e

GI
(?I
6l

N
ra
trtcl

ra

€
r-
\o
o\

o\
co
t\.l
(..l
co

a

o
o
cq

o\ r*o o{ra a.)
\d ,ri+co6-
c.i +\o rnt-- $
\o ai')

a.l
(f)

ot

c.l

r-
t
a.l

co

r-
o\€
c.l

€\ora
\o.+

??)\ot-
\o

e

6l
CN

6t

N
ra
F-.(f
6l

(?t

r-ia
o\€
CI

o\\o
C\
$
c.l
c.l
o\+

aor\r-
r-N
c\
o\
F-

o.l
cfl
a.l

oo

r-
C-l

c.l
r-
(f)

oo
F-\
r.-oi
N
o\
r-

o

oo

c-.1
cn
c\

oo

r-
c\t

o.l
t--
en

r-
c7)
cn

ao

o\

cn
cOr\
.d
c.l
ra)
.rir-
C\
,ri

<-
oo
$
(r1

$

N|l)

r-o
a.l oo(i c.)

-c!coohs
O\ O\

cooso\
coaOO\Ol.- (i oo C.l
\oC..ltt
c.locnc\tr $ O c.l
(l.}O\$O\
f\ v!f,
c\r
ra

v

ra
\o
r-ro€
raa
cr)
t-

O\f-OO\coa{o..lo^ c.i o^ c\l
O t.) O C..If*eoOcO\o^ 1 0^
-$o.o(.lo
-tc.l$.a

o\(n

r-\o

t?)

=
o
q)

L
0)oq)
tr
o
o)
ct)
o
P.
Lrt
O"
'd
tr
G'

otr
a!
(6
tr
OJ

#
ao
(t

!d4
qJ

o
q)
OJ

CA

cl
al
FI
()

h

a.)

cl
O

o
E

(!
o
L
d

I

(E.E
c)ooo9
$B

S F E:6l Xt: Ag,o.>csy
ailaai

l-ua(*
LU ! V
OHLL

- 94ldl
9E66qgo-ccqHEE

6t
(\l
q)

rl

c.,

d

.9
Ps

C)L

o
o
.qo
(D
L

=0)q!9:
6r E= R. ;i

=:=1 
G' X 0) 0)E HEflE€

LGIO!qLa639.U.OGrahs.i>odisE \'t 3 g,E
o'FzotrEE

H
H
B
ffi
ffi
E.
,E

B
B*

ffi
L

Iry
i.:
i+*
'i"

il
li

F.IJ
l-.txF

i
i'.

#-
{,
st
c

f
tl
ut
t,

Ib
tt
ea

t:.
i
F
I
tir
k
't

t
i'
i.

ii

\k

,:

O

O
M

G,
EI

,\
(l}

q)
0
I

0
€)
aa

Eqt
oil

NN(3
N

EI

Ela:IU
*t ?
€l FJ

ilg
:INvlzElpsl rr
tlur
EIH
EI E]

El3
El t-r
$l E

Elfi
3lu
?te
EI Uil lri<lo
{lr-9lz
clEl
sl>
=lrIJ

Bl 3
|(n

!r
CI

ra

o
E(e
=o)-s3go.E

€
ct

eEei!taE0'.



Kenya Urban RoadsAuthorityI RMLFI Annual Report and financial Statements I lbr the year ended June 30 2022

STATEMENT OF CASH TTOWS

FOR THE YEAR ENDED 30IUNE 2022

Cash florna from investing activities
Intastructrne work ln progress
Intangible assets

Prrchase ofproperty plant and equipnrcnt

Director General

Note 2021-2022
Kshs

2020-2021
IGhs

Cashllow fmrn/(used in) operating activities (1,094,062,929) 18,83 1,607

(754,897,092)
(14,183,727)

(406,960,007)

Net cash used in investing activities (1,205,929,r24) (1,176,040,826)

Financing activities
Reserves bro ught forward
Net cash used in financing activities

7,912,270,778

7,912,270.778

Net increase in cash and cash equivalents (2,299,992,052) 6,755,061,558

6,755,061,559Cash and cash equivalents at start of year

Balance ofreserves b/f
Cash and cash equivalents at end ofyear 17 4,455,069,506 6,755,06 I,559

The significant accounting policies and the notes on pages 54 to 82 form an integral

part of these financial statements. The financial statements on pages 49 to 82 were

approved by the board of directors or.21'-\Sgyfuruhgf -2A22 and were signed on
f r J --.4-----1--

its behalf by:

t t

Eng" Nf. Kinoti, ben Mavienda Charles Chiuri

25
2l
22

(1,099,285,129)

(106,643,995)

Director corporate services

ICPAK lv{emher No;4941

Chairrnan
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Kenya Urban Roads RMLT' Annual and t'irrrncial Statements | lbr the year endedJune 3t1 2022

NOTES TO THE FINANCIAL STATEMENTS

1. General Information
Kenya Urban Roads Authority (KURA) is a State Corporation established under the Kenya

Roads Act 2007.The Authority is wholly owned by the Government of Kenya and is
domiciled in Kenya. The principal activities of the Authority remain that of management,

development, rehabilitation and maintenance of all public roads in the cities and

municipalities in Kenya except where those roads are national roads.

2. Statement of compliance and basis of preparation
The Road Maintenance Levy Fund (road works component) Financial Statements have been

prepared in accordance with and comply with International Public Sector Accounting
Standards (IPSAS) issued by International Public Sector Accounting Standards Board
(IPSASB), the Public Financial Management Act, 2072, Public Audit Act, 2015 and Kenya

Roads Act 2007. The accounting policies adopted have been consistently applied to all the
years presented.

The financial statements have been prepared on a historical cost basis unless stated

otherwise. The cash flow statement is prepared using the indirect method.

The preparation of financial statements in conformity with International Public Sector

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

management to exercise judgement in the process of applying the Authority's accounting

policies. The areas involving a higher degree of judgement or complexity, or where

assumptions and estimates are significant to the financial statements, are disclosed in Note 5.

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

functional and reporting currenry of the Authority.

3. Adoption of new and revised Standards
Several new and revised standards and interpretations were effective during the year. The

directors have evaluated the impact of the new standards and interpretations and none of

them had an impact on the Authority's financial statements.
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Adoption of new and revised Standards
Several new and revised standards and interpretations were effective during the year. The

directors have evaluated the impact of the new standards and interpretations and none of

them had an impact on the Authority's financial statements.

i.New and amended standards and interpretations in issue effectioe in the year ended 30 lune 2022.

IPSASB deferred the application date of standards from Ls ]anuary 2022 owing to Covid L9.

This was done to provide entities with time to effectively apply the standards. The deferral

was set for L* January 2023. 
:

ii.Neut and amended stanilarils and interpretations in issue but not yet ffictive in the year

endeil30lune 2022.

Effective Date Impact to
the

Key Requirements

l't ]anuary 2023:The objective of IPSAS 41 is to establish principles
for the financial reporting of financial assets and

liabilities that will present relevant and useful
information to users of financial statements for their
assessment of the amounts, timing and uncertainty
of an Entity's future cash flows.
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
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Key Requirements Effective Date

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 objective of this Standard is to improve the
relevance, faithful representativeness and
comparability of the information that a reporting
Entity provides in its financial statements about
social benefits. The information provided should
help users of the financial statements and general-
purpose financial reports assess:

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

l't fanuary 2023

a) Amendments to IPSAS 5, to update the
guidance related to the components of
borrowing costs which were inadvertently
omitted when IPSAS 4L was issued.

b) Amendments to IPSAS 30, regarding
illustrative examples on hedging and credit
risk which were inadvertently omitted when
IPSAS 4L was issued.

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

Amendments to IPSAS 33, to u the on

lst |anuary 2023:
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Effective Date

A

Impact to
the

Key Requirements

classifying financial instruments on initial adoption
of accrual basis IPSAS which were inadvertently
omitted when IPSAS 4L was issued.

o IPSAS 22 Disclosure of Financial Information about

the General Goaernment Sector.

Amendments to refer to the latest System of National
Accounts (SNA 2008).
o IPSAS 39: Employee Benefits

Now deletes the term composite social security
benefits as it is no longer defined in IPSAS.
. IPSAS 29: Financial instruments: Recognition

and Measurement
Standard no longer included in the 202L IPSAS

handbook as it is now superseded by IPSAS 41

which is from 1" 2023

7"t fanuary 2023

January 2025The standard sets out the principles for the

recognition, measurement, presentation, and

disclosure of leases. The objective is to ensure that
lessees and lessors provide relevant information in a
manner that faithfully represents those transactions.

This information gives a basis for users of financial
statements to assess the effect that leases have on the

financial position, financial performance and

cashflows of an Entity.
The new standard requires entities to recognize,

measure and present information on right of use

assets and lease liabilities.

January 2025The Standard requires, Assets that meet the criteria
to be classified as held for sale to be measured at the

lower of carrying amount and fair value less costs to
sell and the depreciation of such assets to cease and:

Assets that meet the criteria to be classified as held
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Key Requirements Effective Date

for sale to be presented separately in the statement of
financial position and the results of discontinued
operations to be presented separately in the
statement of financial performance.
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iii. Early adoption of standards

The Authority did not early-adopt any new or amended standards in year 2022.

5. Summary of significant Accounting Policies
The principal accounting policies adopted in the preparation of these financial statements are

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

otherwise stated.

(a) Basis of Preparation

The financial statements have been prepared under the historical cost conventiory unless

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

functional and reporting currenry of the Authority.

G) Presentation of Financial Statements

The financial statements comprise of statement of financial performance, statement of

financial positiory 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 26.

(c) Budget Information

The original budget for FY 2021.-2022 was approved by the National Assembly on 9th ]une
2021. Subsequent revisions or additional appropriations were made to the approved budget

in accordance with specific approvals from the appropriate authorities.
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The Authority's budget is prepared on a different basis to the actual income and expenditure

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

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

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

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

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

actual amounts, prepared on a comparable basis to the approved budget, is then presented in
the statement of comparison of budget and actual amounts.

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

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

presentation of the financial statements and the approved budget.

(d) Taxation

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

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

current liabilities until paid to the relevant Authority.

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

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

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

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

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

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

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

regulations are subject to interpretation and establishes provisions where appropriate.

(e) Translation of foreign currencies

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

the date of the transaction. Payables or receivables denominated in foreign currency are

reported at the staternent of financial position reporting date by applyi4g 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.

60



Kenya Urban Roads Authority I RMLF I Annual Report and Financial Statements I For the year ended June 30 2022

(f) 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 accrue to

the Authority. The revenue is for specified purposes including maintenance, rehabilitation

and development of the urban road network in Kenya.

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

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

n Road Maintenance Leay Fund
Receipts from the Road Maintenance Levy Fund comprise of l0o/" of collections from the

Road Maintenance Levy Fund administered by the Kenya Roads Board in accordance with
the Kenya Roads Board act 1999. The grant is recognized as income over the period

necessary to match them with the related costs, for which they are intended to compensate,

on a systematic basis. The unspent portion at the end of the year is presented in the statement

of financial position as deferred revenue and recognized in statement of financial performance

on a systematic basis over the contract period.

ii) Transfers from Gooernment and other entities
The Kenya Roads Act 2007 provides the Authority may receive all monies from any other

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

accrue in the period in which the transfer becomes binding at fair value, in the Statement of

Financial Performance, unless the collectability is in doubt. The fair values can be determined

by reference to the market rate.

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

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

iii) Interest lncome
Interest income and expense, including interest income from non-derivative financial assets

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

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

and fixed deposits held with approved banking institutions.

fu) Fees, Penalties and Other income
Other income arising from sale of tenders and fees levied by the Authority is accounted for

on receipt
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(g) Financial Instruments
(i) Financial assets

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

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

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

assets at initial recognition.

Receiaables

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

not quoted in an active market. Th"y arise when the Authority provides money or services

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

non-exchange transactions which accrue in the ordinary course of business and there is no

intention of trading the receivable.

Receivables are recognized initially at the fair value. Th"y 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 Central Govemment and Kenya Roads Board in

accordance with the approved budget and allocation criteria set out in the Kenya Roads

Board Act,1999. The amounts allocated are referred to as'disbursements' and are released to

the Authority based on the disbursement schedule. Any amounts not released at any time

are recognized as receivables.

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

they are presented as non-current assets.
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(ii) Financial Liabilities
Financial liabilities within the scope of IPSAS 29 are classified as financial liabilities at fair

value through surplus or deficit or loans and borrowings, as appropriate. The Authority
determines the classification of its financial liabilities at initial recognition.

Payables

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

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

where formal agreements for specific amounts exist.

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

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

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

liabilities if payment is due within one year or less (or in the normal operating cycle of

business if longer). If not, they are presented as non-current liabilities.

(h) Provisions

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

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

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

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

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

uncertainties surrounding the obligation.

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

contingencies in the notes to the financial statements, unless the possibility of an outflow of

resources embodying economic benefits or service potential is remote.

Contingent assets

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

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

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

statements.
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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) Operating leases

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

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

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

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

are subsequently amortized over the lease period.

(i) 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 obligatiory 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 carried at cost less accumulated depreciation and

accumulated impairment losses.

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

asset, as appropriate, only when it is probable that fufure 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

64



Kenya Urban Roads Authority I RMLF I Annual Report and Financial Statements I For the year ended June 30 2022

Depreciation is calculated using the straight line method to write down the cost of each a

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

Road Work In Progress

Rate
o/-lo

Nil

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.

0) Specialised Public Service Assets-Road Work In Progress
International Valuation Standards Committee defines specialized public asset as an asset,

owned and/or controlled by a governmental or quasi-goverrunental entity, for the provision
of some public service or good.

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

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

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

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

Currently the Authority classifies these assets as capital work in progress

(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
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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 incurred up to the end of the reporting period as a percentage of total
estimated costs for each contract. Costs incurred in the year in connection with future
activity on a contract are excluded from contract costs in determining the stage of
completion. They are presented as inventories, prepayments or other assets, depending on
their nature.

Progress billings not yet paid to the contractors and retention are included within'Payables'
in the statement of financial position.

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

(n) Impair:nent of Non-Financial Assets

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

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

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

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

impairment loss.

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

Authority estimates the recoverable value of the asset.

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

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

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

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

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

recognized in prior years. A reversal of an impairment loss is credited to the Statement of

Financial Performance in the year reversals are recognized.

(o) Inventories

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

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

inventory is its fair value at the date of acquisition.
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Costs incurred in bringing each product to its present location and condition is accoun

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

After initial recognition, inventory is measured at the lower of cost and net realizable value.
However, to the extent that a class of inventory is distributed or deployed at no charge or for
a nominal charge, that class of inventory is measured at the lower of cost and current
replacement cost.

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

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

exchange, or distribution.

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

(q) Nature and purpose of reserves

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

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

explained as follows:

i. Road proiects reserve funds which relate to cumulative exchequer and development

partners' funds received for development projects which currently stands. This

represents the Authority's Investment in Road works to 30 June 2022.

ii. Accumulated Surplus: relates to accounting surplus which accrues from unutilised

funds for the roadworks component of the road maintenance levy fund (RMLF). The

funds relate to unexecuted works for contracts in progress at year-end for which the

funds are already committed. The funds are ring-fenced by the contract provisions and

are not available for any other purpose except for meeting the contract obligations

already entered into by the Authority
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(r) Changes in accounting policies and estimates

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

effects of changes in accounting poliry are applied prospectively if retrospective application
is impractical.

(s) Employee Benefits

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

defined contributions provident fund administered by an independent administration
company and trustees and which is funded by both the employee and employer.

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

National Social Security Funds (NSSF). Contributions are determined by the local statute.

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.

(0 Comparatives

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

presentation of the Financial Statements as required by Lrternational Public Sector

Accounting Standards and any amendment whenever necessary in the current year

(u) Subsequent Events

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

the financial statements for the year ended lune 30,2022

6. Significant |udgments and Sources of Estimation Uncertainty
The preparation of the Entity's financial statements in conformity with IPSAS requires

management to make judgments, estimates and assumptions that affect the reported
amounts of revenues, expenses, assets and liabilities, and the disclosure of contingent
liabilities, at the end of the reporting period. However, uncertainty about these assumptions

and estimates could result in outcomes that require a material adjustment to the carrying
amount of the asset or liability affected in future periods.

Estimates and assumptions
The key assumptions concerning the fufure and other key sources of estimation uncertainty
at the reporting date, that have a significant risk of causing a material adjustment to the

carrying amounts of assets and liabilities within the next financial year, are described below.
The Entity based its assumptions and estimates on parameters available when the
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consolidated financial statements were prepared. However, existing circumstances
assumptions about future developments may change due to market changes

circumstances arising beyond the control of the Entity. Such changes are reflected in the
assumptions when they occur. IPSAS 1.1,40

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

L:r the process of applying the Authority's accounting policies, judgments have been made in
determining:

I
or

a

Whether the assets are impaired;

The classification of financial assets;

The going concern.

Critical Accounting Estimates and AssumptionsG)

The key areas of judgments and sources of uncertainty in estimation are as set out below:

(t) Contingent Liabilities
As disclosed in these financial statements, the Authority is exposed to various contingent

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

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

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

the directors' evaluatiory a present obligation has been established.

An Proztision for Doubtfal Debts

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

impairment of receivables is established when there is objective evidence that the Authority
will not be able to collect all amounts due. \Atrhere 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.

(iii) Other Prooisions

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

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

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

obligation.
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Go) lmpairment Losses

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

intangible assets to determine whether there is any indication that those assets have suffered
an impairment loss. If any such indication exists, the recoverable amount of the asset is

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

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

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

as an expense immediately. Where an impairment loss subsequently reverses, the carrying
amount of the asset is increased to the revised estimate of its recoverable amount. A reversal

of an impairment loss is recognized as income immediately.

7. Government Grants and Subeidies
a) Road maintenance Levy Fund

Road Maintenance Levy Ftnrd (Works)

Road Maintenance Levy Ftu"rd (Operations)

Total Road Maintenance Levy Fund

2021-2022

Kshs
2020-2021

Kshs

4,755,217,129

1,692,250,000

9,774,652,986

1,892,000,000

11,666,652,986 6,447,467,129

Road Maintenance Levy Fund (RMLF) comprise of 1,0.2"/" of collections from the Road

Maintenance Levy Fund administered by the Kenya Roads Board in accordance with the

Kenya Roads Board act 1999.The fund is utilized in maintenance of the road network in
accordance with the applicable law. The grant is recognized as income over the period
necessary to match them with the related costs, for which they are intended to compensate,

on a systematic basis.

Development component of the fund is utilized towards major rehabilitation works
classified as non-current assets in the Statement of financial Position. This is accounted for
through the Statement of changes in Net Assets.
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a) Transfers from Ministries, Departments and Agencies
Amount

recognised in Total grant
the staterrent of revenue during

Iinancial the year
perfonnance 2021-2022

Name of aqency IGh IGh
2020-2021

IGh

Kenya Roads Board (RMlF-Roadworks)
Kenya Roads Board(RMlF-Operations)

9,774,652,986 9,774,652,986 4,755,217,129

1,892,000,000 1,892,000,000 1,692,250,000

Sub Total 11,666,652,986 11,666,652,986 6,447,467,129

2021-2022

Kshs
2020-2021

Kshs

8. Penalties and Levies
LQuidated Dannges

Road cutting fees

9. Finance Income
Net Interest onbank deposits

10. Other Income
Tender sales

Asset disposal

Other Incorre

Total Other hrcorrp

11. Certified works
Routine maintenance

Periodic maintenance

Total certified works

2,l79,rlr
7,120,000

5,933,641

4,580,000

9,299,111 10,513,641

184,792,047 291,481,473

1,640

9,M9,804
19,000

.,
528,460

91451,444 2,547,460

'1.,837,327,595

4,776,288,05'1.

1,965,083,331

4,48'1.,488,175

6,613,615,U5 5,346,571,506
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2021-2022

IGhs
2020-2021

Kshs

12. Work Support Services
Consultanry, Planning, FeasibiJity ESLA Costs

Road Safety and Children's Traffic Parks Costs

Road Fumiture and Road Marking

Traffic census and forward planning

Axle load control costs

Road reserve mapping and control costs

Design inhouse

Special Programmes and environmental awarmess

costs

[rtelligent Traffic Management System Costs

Total work support services

13. Directors'expenses
Directors' Emoluments

Training and Development

Travelling and zubsistence

Total directors' expenses

14. Employment costs

Salaries and wages

Pension and Garatuity costs

Medical and lnsurance

Training and Development

Travelling and zubsistence

Other Staff Welfare costs

Total employment costs

15. Depreciation and Amortization costs

Depreciation on Property Plant and Equipment

Armotisation of Lrtangible Assets

195,462,546 146,660,250

42,553,'1.27

1,5,949,690

1.2,822,1.04

7,468,86'L

10,588,673

29,844,531.

1.5,197,263

33,615,281.

17,524,01,6

34,717,338

35,09'1.,37'1.

3,836,100

9,1.00,75'1,

2,g70,goo

1,5,533,748

L5,907,70'1.

2'1,,593,744

7,909,696

7,099,000

5,21.0,549

7,349,095

7,403,050

2,449,510

402,874

19,657,643 10,255,434

855,139,736

97,741,,'],,56

71,859,877

91,192,050
'1,19,833,407

2,456,213

822,712,398

90,159,05o

66,825,153

3,270,104

94,702,093

1,770,632

1,238,222,438 1,079,439,429

92,190,048

4,727,909

69,745,710

4,727,909
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76. Use of Goods and services

Audit fees

Consultancies

Conference and seminars

Subscriptions

Communication costs

Vehicle running expenses

Printing and stationery

Other occupancy costs

Electricity and water

Advertising , Publicity and CSR expenses

Bank charges and commissions

Security costs

Cleaning and sanitation

Information Secffity Management costs

ISO monitoring and zurveylance costs

Postage and courier

Insurance

Conzumables

Legal expenses

Newspapers and periodicals

Research and innovation expenses

Total General Expenses

17. Repairs and maintenance costs

Equipment and Machinery

Motor vehicles

Computer and accessories

Total Repairs and Maintenance Costs

226,231,887 197,473,752

2021-2022
Kshs

2020-2021
Kshs

2,900,000

14,376,400

27,466,479

74,100

6,695,8'1.4

L3,561,003
'1,6,075,794

3,253,929

10,504,258

34,405,'1,58

778,246

25,933,954

13,282,620

4,479,836

756,000

482,552

1.1.,560,898

9,579,203

985,393

322,5'1.5

2,900,000

5,099,699

47,897,469

'1,1,,267,030

1.4,784,268

23,737,834

711,,830

'1.5,"J.61,048

36,232,163

7,87'1.,067
'1,9,634,279

'1.0,974,91,6

4,550,771,

4,098,162

44'1,,'1,42

'1,0,570,766

13,018,782

29'1,,057

3,999,700

7,1.35,917

12,989,744

1,5,926,590

L0,458,850

15,902,483

19,999,239

35,952,151 45,360,583
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2021-2022 2020-2021

IGhs IGhs

18. Cash and cash equivalents
Current accounts

Staff mortgage fund

Cash in Hand

Staff Debtors

Grants ReceivableRMlF

Deposits and other prepayments

Total Receivables From Non-Exchange Transactions

3,943,548,342

51.1.,247,513

273,650.90

6,M3,601,456

3l'/..,247,513

212,590.90

4,455,069,506 6,755,061,559

The cash in hand and at bank is held with the following approved commercial banks in
Kenya.

Current accounts

KCB Bank Limited

Ceoperative Bank of Kerya

Total current accounts 3,943,549,342 6,M3,60'1.,456

Staff Mortgage Fund

KCB Bank Limited 5"1.1,247,5'1.3 3'1.'1,247,513

Others

Castr in Hand 273,65'1, 212,591

Total cash and cash equivalents 4,455,069,506 6,755,061,559

Cash and cash equivalents at the end of the year relates operation funds as well as projects in
progress at year-end for which the funds are already committed. Included in cash and cash

equivalents is Ksh. 90L,225,783 (2020-2021 1,056,358,405) Relating to development retention funds
the corresponding liability of which is represented under payables in Note 23.

19. Receivables from Non exchange transactions

2,974,425,598 5,263,892,14'1,
"1.,069,122,745 7,179,709,3'1.5

1,742,21.5

5,077,624,094

17,&4,962

| 3,3M,M8
"1.,133,678,923

2,6M,962

5,097,017,277 U39,668,333

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

(i) RMLF Grants receivables represent Road Maintenance Levy Funds due from the Kenya Roads

Board based on the approved APRP and disbursement sdredule.
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The maximum exposure to credit risk at the reporting date is the fair value of each class of receiv

mentioned above. The Authority does not hold any collateral as security. The aged analysis of
receivables is as follows:

0-3 Months
IGh

1,742,215

17,644,962

3-12 Months
IGh

Over 12 Months
IGh

Total
IGh
1,742,215

17,644,962
StaffDebtors

Deposits & Other Prepaynrcnts

Grants Receivable

Total 19,387,177 5,077,624,094

5,077,624,094 5,077 094

5,097,011,271

202\-2022

Kshs

2020-2027

Kshs

20. Inventories
Consumable zupplies

27. Infrastrucfure Work In Progress
As at Lst ]uly
Additions during the year

As at 30 June

22. Intangible Assets

Cost/ Valuation
As at start of the year
Prior Year adjustrnerrt
Additions

Amortization
As at start of the year
Prior Year adjustment
Charge for the year
As at end of the year

Net Book Value
As at 30 )une

4,275,893 18,537,370

754,997,092
'].,,099,285,129 754,897,092

1,854,782,22L 754,897,092

Computer
software
2021-2022

Ksh

87,595,605

Computer
software
2020-2027,

Ksh

1.56,338,767

(82,926,889)
'1.4,183,727

87,595,605 87,595,605

78,139,787

4,727,909

753,075,297
(79,603,419)

4,727,9O9

82,867,696 78,439,787

4,727,9O9 9,455,81.8
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24. Payables

a) Payables from Exchange Transactions

Current
Due to Suppliers and Contractors

Refundable Deposits

Non Current
Contract Retention

Total Payables from Exchange Transactions

b) Payables from Non-Exchange Transactions

Other payables

Total Payables from Non-Exchange Transactions

c) Employee Benefits Obligations
Staff gratuity

Other Staff statutory obligations

Total Employee Benefits Obligations

Total Payables

262,207,537 853,829,851

7,176,007,856 7,295,00"1,233
'1,,438,215,493 2,L48,83-1.,094

24,024,532 56,973,239

24,024,532 56,973,239

2021,-2022

Kshs

2020-202L

Kshs

824,532,367

29,297,500

228,490,737

33,777,500

35,655,778

70,055,757

33,604,979

72,378,648

45,711,469 45,983,527

7,507,951,494 2,25L,787,960

Included under contract retention is Ksh 907,226,783 (2020-2027:7,056,358,406) relating to

development funds represented in cash and cash equivalent under note 17. All funds for

retention are held in one bank account in Cooperative bank.

25. Tax payable
Tax charged on assesable income 87,294,690

Withholding tax (39,491,,977)

Current Tax 4'1,,802,713
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Cross Interest inconrc

Income from disposal of assets

Tender sales income

Total asse'ssable incomc

Tax calculated at a tax rate of 30"/,,

Tax effect of:

Tax Deductible expenscs

Tax charge

Tax chargecl on other income

Tax cl'rargecl on lnterest income

26. Cash generated from operations

Deftit /Suphs for the year
Adjustment fon
Depreciation ofproperty, plant and equfirrent
Arrmtisation of intangible assets
Changes in operating assets and liabilities
Receivables from non exchange fransactions
Inventories
Payables from exchange tansactions
Payables from Non exchange ffansactions
Current tax
Staff benefits ob ligtions

Net cash from operating activities

3,454,135,327 (1,149,224,269)

2021-2022

Kshs

263,279,845

72,327,500

2,000

2020-2021

Kshs

275,643345

92,687,004

(1,3t]6,314)

81,294,690

2,872,056

78,422,634
g'l..,294,690

Note

t4
t4

l8
19
13

23
24
23

2021-2022
Kshs

92,190,048
4,727,909

(3,957,342,937)
14,260,478

(710,615,601)
(32,948,707)
41,802,713

(272,158)

2020-2021
Kshs

69,',|45,710

, 4,727,909

(1,139,668,333)
(18,537,370)

2,148,831,094
56,973,239

45,983,627

(r,094,062,929) 18,831,607

(1,094,062,929) 18,831,607

27. Financial risk management objectives and policies
The Authority has an integrated risk management framework/ strategy. The Authority's

approach to risk management is based on risk governance structures, risk management
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policies, risk identificatiory measurement, monitoring and reporting. The risk managen :

policies and systems are reviewed regularly to ensure they are in tandem with the micro and

macro environment, regulatory guidelines, industry practice, market conditions as well as

the services offered.

The Authority recognizes the critical role the risk management will continue to play in its
endeavor to carry out its business in a dynamic environment. The Board is committed to

ensure that corporate govemance 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 poliry and guide the implementation and control has been

developed.

The Authority core business involves major engagements with financial transactions and

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

namely operational, strategic and business continuity risks.

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

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

(ii) Strategic risk is a significant unexpected or unpredictable change or outcome beyond
what was factored into the organization's strategy and business model which could
have an impact on the entity's performance.

(iii) Business continuity risks are those events, hazards, variances and opportunities
which could influence the continuity of the entity.

The Members of the Board have the overall responsibility for the establishment and
oversight of the Authority's risk management framework. The Authority has delegated its
risk management to the Audit and Risk Committee. One of the responsibilities of this
committee is to review risk manaBement strategies to ensure that an effective efficient and
transparent system of risk management is maintained for sustainable management of the
Authority.

The Authority's exposure to risks, its objectives, policies and processes for managing the risk
and the methods used to measure it have been consistently applied in the years presented,
unless otherwise stated. The Authority aims therefore to achieve an appropriate balance
between the risk and refurn and minimize potential adverse effects on its financial
performance.
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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. This risk can

arise from mismatches in the timing of cash flows from revenue and capital/ operational
outflows, assets and liabilities according to their maturity profiles and can occur where cash

flow streams have been discontinued, etc. Funding risk arises when the necessary liquidity to
fund illiquid asset positions cannot be met at expected terms and when required.

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

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

conditions and the mismatch is controlled in line with allowable risk levels.

The Authority's has adopted an overall balance sheet approach which consolidates all
sources and uses of liquidity, while aiming to maintain a balance between liquidity, cash

flows and interest rate considerations. The Authority's liquidity and funding management

process includes:

i) 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,

ii) 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 Lery 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

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:
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O Currency Risk

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

dominated in Kenya Shillings.
(ii) Pice Risk
Kenya Roads Board collects Kshs. 18 per litre of diesel and petrol imported into the country/
1.0o/o of which is disbursed to the Authority. The Authority is exposed to the extent that the
levy on diesel and petrol is reduced or eliminated due to changes in the international fuel
prices, inflation or other macro indicators.
The Road Maintenance Levy Fund is backed up by an Act of Parliament and changes thereof
require approval by Parliament.

(iii) lnterest 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:
Year Ended 30 June 2022

Gants Receivable

Staff Debtors

Deposits and other prepayments

Cash at Bank

Gross Financial Assets

YearEnded30June 2021

Grants Receivabb

Staff Debtors

Deposits and other prepayments

Cash at Bank

Gross Flnancial Asseh

Fully Pedorming

IGh

5,077,624,094

1,742,215

17,644,962

4,455,069,506

Past Due But

Not irnpaired

IGh

Past due and

Impaircd

Ifth

Total

Ifuh

5,077,624,094

1,742,215

17,644,962

4,455,069,506

9,552,080,776 9,552,080,776

1,896,507,854

3,344,448

2,644,962

5,068,433,738

1,896,507,854

3,344,448

2,644,962

5,068,433,738

c) Operational Risk

6,970,9311002
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Operational risk is the risk of direct or indirect loss arising from a wide variety of causes

associated with the Authorify's processes, personnel, technology and infrastructure and from

external factors other than credit, market and liquidity risks such as legal and regulatory

requirements and generally acceptable standards of corporate behavior.

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

effective manner through a framework of policies, procedures and tools to identify, assess,

monitor and report such risks.

The Authority's objective is to manage operational risk so as to balance the avoidance of
financial losses and damage to the Authority's reputation with overall cost effectiveness and

to avoid control procedures that restrict initiative and creativity.

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

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

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

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

(ii) Requirements for the reconciliation and monitoring of financial transactions;
(iii) Compliance with regulatory and legal requirements;
(iv) Documentation of controls and procedures;
(v) Requirements for the yearly assessment of operational risks faced and the adequary 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 mitigatiory including insurance where it is effective.
Operational risks are managed by the Intemal Audit function established to spearhead and

coordinate risk management activities. The measures taken include proactively identifying,

analyzrng and mitigating risks in all facets of the business.

d) Compliance and Regulatory Risk

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

requirements. The Authority has complied with all externally imposed requirements

throughout the year.

e) Legal Risk
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Legal risks is the risk of unexpected loss, including reputational loss, arising from defe 3

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

loss for the authority, failure to protect the title to and inability to control the rights to assets

of the Authority (including intellectual property right), changes in law, or jurisdictional risk.

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

procedures and the effective use of internal controls and extemal lawyers.

28. Prior year adiustments
Certain prior year items have been restated for consistenry with the current year

presentation in as this is the first year of preparation of the financial statements.in

compliance requirements of IPSAS 1. These reclassifications had no effect on the reported

results and cash flows for the year ended 30 June 2020.The restatement relates to the

accumulated surplus from other sources.

29. Explanation for budget variances
The original budget for FY 2021.-2022 was approved by the National Assembly on th June

2020. Subsequent revisions or additional appropriations were made to the approved budget

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

expendifure are as result of the timing differences between the procurement and execution of

funds.

(a) Related party transactions
The following transactions were carried out with related parties during the year.

(b) Outstanding balances arising from non-exchange transactions
The following were outstanding balances with related parties as at 30th June2022
Road maintenance Levy (RMLF) 5,077,624,094 1.,133,678,9?3

30. 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.

31. Capital Commitments
All capital commitments contracted for / authorized at the reporting period have been

recognized in the financial statements.

32. Currency
The financial statements are presented in Kenya Shillings (Kshs)
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RMIT so 2022

The presentation in the current year has been modified to comply with the Auditor General's

recouunendations.

Urban Roads Annual and Financial Stalements For the
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E-mail: info@oagkenya.go.ke
Website: www.oagkenya.go.ke

REPUBLIC OF KENYA

OFFICE OF THE AUDITOR-GENERAt

E n h a nc i ng Ac c ounta hi litlt

HEADqUARTERS

Anniversary Towers

Monrovia Street
P.O. Box 3oo84-oo1oo

NAIROBI

REPORT OF THE AUDITOR.GENERAL ON ENERGY AND PETROLEUM
REGULATORY AUTHORITY FOR THE YEAR ENDED 30 JUNE, 2022

PREAMBLE

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

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

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

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

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

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

REPORT ON THE FINANCIAL STATEMENTS

Opinion

I have audited the accompanying flnancial statements of Energy and Petroleum
Regulatory Authority set out on pages 47 to 84, which comprise of the statement of
financial position as at 30 June, 2022, and the statement of financial performance,
statement of changes in net assets, statement of cash flows and 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
Report ofthe Auditor-General on Energt and Petroleum Regulatory Authorityfor the year ended 30 June, 2022
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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, the financial statements present fairly, in all material respects, the
financial position of Energy and Petroleum Regulatory Authority as at 30 June, 2022,
and of its financial performance and its cash flows for the year then ended, in
accordance with lnternational Public Sector Accounting Standards (Accrual Basis) and
comply with the Public Finance Management Act, 2012 and the Energy Act, 2019.

Basis of Opinion

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of the Energy and Petroleum Regulatory
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 sutficient and appropriate to provide
a basis for my opinion.

Emphasis of Matter

Differences in Reported Levies

The statement of financial performance reflects levies amounting to
Kshs.1,502,688,963 as disclosed in Note 7 to the financial statements which
comprises of electricity and petroleum levies of Kshs.304,045,393 and 1 ,198,643,570
respectively. However, review of audited financial statements of Kenya Power and
Lighting Co. PLC revealed that the Company had electricity sales of 9,823,790,911.98
KWh. The applicable levy rate for the financial year 202112022 was 3Octs/KWh which
translates to electricity levies of Kshs.294,713,727 whereas the Authority had reported
levies of Kshs.304,045,393 resulting in unexplained variance of Kshs.14,438,323.
Additionally, audited financial statements for Kenya Power and Lighting Co. PLC for
the year ended 30 June, 2022 reflected Energy Regulatory Levies of
Kshs.144,193,000. However, the Authority had not reflected any receivables from
Kenya Power and Lighting Co. PLC in its books, an indication that electricity levy is
not recognized on accrual basis as required by IPSAS 1 and 23. Similarly, no evidence
was provided that the Authority maintained an independent data base on the units of
electricity purchased and sold by Kenya Power and Lighting Co. PLC as stipulated by
Section 100j) of the Energy Act, 2019.

My opinion is not qualifled with respect to this matter.

Key Audit Matters

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

Other Matter

Budgetary Control and Performance

The statement of Comparison of Budget and Actual Amounts reflects a total actual
revenue of Kshs.1 ,546,501,625 against final budgeted revenue of Kshs.2,098,272,136
resulting to an adverse variance of Kshs.S51 ,770,511 or 16To. Similarly, the Authority
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projected to spend Kshs.2,061,164,530 but incurred an expenditure of
Kshs.1,548,938,365 resulting to an under absorption of Kshs.S12,226,165 or 25o/o.

ln the circumstances, the unrealized revenue and under absorption of the budget may
have impacted negatively on the Authority's service delivery.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Gonclusion

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

Basis for Conclusion

1. Payment of Professional Fees without a Valid Contract

Review of the procurement documents provided for audit revealed that the Authority
entered into a contract with a public relations firm on 30 August, 2019 at a contract
sum of Kshs.13,711,200 for the provision of public relations, digital & advertising
agency services for a period of 1 year, with an option for extension by another 1 year.
The contract expired on 30 August, 2020 and was renewed on 18 September,2020
for the period 1 September,2020 to 30August, 2021. The Authority undertook a
procurement for public relations, digital & advertising agency services, vide tender ref.
EPRA/SCM|4|3|21-221024, out of which the same firm was awarded another contract
for the same services on 1 December, 2021 for a period of one (1) year at a contract
sum of Kshs.13,896,800. The Contractor was paid an amount of Kshs.3,427 ,800 tor
the months of September, October and November, 2021 outside the contract period.

ln the circumstances, the authority and laMulness of the payment of Kshs.3,427,800
to the public relations firm could not be confirmed.

2. Non-Gompliance with Contractual Provisions

Review of the procurement records provided for audit revealed that the Authority
invited request for proposals for Consultancy services for provision of baseline study
on the compliance level in the electricity and renewable energy sub-sectors in Kenya
on 26 January, 2021. The proposals were opened on 11 February, 2021. A
professional opinion in respect of the procurement was issued on 5 March, 2021
recommending award of the consultancy works to a Local lnstitution which was
approved on 24 March, 2021 and notification of award issued on 24 March, 2021 . The
tenderer accepted the award on 7 April , 2021. On 18 May, 2021 , a contract was
entered into between the Authority and the Local lnstitution for a period of one year at
a contract sum of Kshs.8,950,000. The contract payments were to be made up as;
20o/o upon submission of inception report; 40% on submission of draft reporl and 40%
on submission of final report. However, review of payments under the contract
revealed that invoices were received and posted in the ledger as follows:

Report ofthe Auditor-General on Energt and Petroleum Regulatory Authorityfor the year ended 30 June, 2022
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Posting
Date

Document
Type

Description Amount
(Kshs.)

28t06t2022 lnvoice 40o/o Charges for Baseline study on
compliance

3,580,000

23t06t2022 !nvoice 40% Charges for Baseline study on
compliance

3,580,000

Total 7,160,000

ln the circumstances, Management was in breach of the contractual provisions

3. Unapproved Special Board of Directors Meetings

During the year under review, the Authority's Board held five (5) special board
meetings without the relevant approval by the Cabinet Secretary of Energy in
consultation with State Corporations Advisory Committee (SCAC) contrary to the
provisions of the Circular Ref No: OP/CAB.9l1A of 11 March, 2020 on Management
of State Corporations states that approval for any extra board meetings (including
special Board meetings) above the maximum number specified shall require a
justification by the board as to the source of funds, and implications thereof, and
reasons why the same cannot be adjudicated in regular meetings, which request shall
be submitted for approval by the relevant cabinet secretary in consultation with SCAC.
As a result, the authority incurred an expenditure totalling to Kshs.740,000 on sitting
allowances in respect of the special board meetings.

ln the circumstances, the Authority was in breach of provisions of Circular Ref No:
OP/CAB.9l1A of 11 March, 2020.

4. Payment of Retention Money Before Expiry of Defect Liability Period

Review of payment records revealed that a construction Company was issued with a
final certificate on 27 August , 2021 with revised final account of Kshs.58,1 30,808. The
contractor was paid Kshs.7,358,177 on 10 September,2021 as final payment inclusive
of full retention fees amounting to Kshs.S,813,308 before lapse of defects liability
period of 180 days contrary to clause GCCC.20.3 of the provisions of the contract.

ln the circumstances. Management was in breach of the contractual provisions.

5. Employees on Acting Appointments

Review of the human resource records revealed that ten (10) officers were appointed
to acting positions for periods ranging between two (2) to five (5) years. This was
contrary to Section 34 of the Public Service Commission Act 2017 which states that
government officers cannot serve in an acting position for more than six (6) months.
Management has explained that the process of recruitment of substantive office
holders was in progress.

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

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.
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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 overall governance were not
effective.

Basis for Conclusion

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

Responsibilities of Management and Board of Directors

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 controls, 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.

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

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

Auditor-General's Responsibilities for the Audit

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or

Report ofthe Auditor-General on Energt and Petroleum Regulatory Authorityfor theyear ended 30 June, 2022
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error, and to issue an auditor's report that includes my opinion in accordance with the
provisions of Section 48 of the PublicAuditAct,20l5 and submitthe 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, 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, ! consider internal controls in order to give an assurance on the
effectiveness of internal controls, risk management and governance processes and
systems in accordance with the provisions of Section 7(1)(a) of the Public Audit Act,
2015 and submit the audit report in compliance with Article 229(7) of 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 ISSAls. 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 controls may not prevent or detect
misstatements and instances of non-compliance. Also, projections of any evaluation
of effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with
the Authority's policies and procedures may deteriorate.

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

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

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
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uncertainty exists, I am required to draw attention in the auditor's report to the
related disclosures in the financial statements or, if such disclosures are
inadequate, to modify my opinion. My conclusions are based on the audit evidence
obtained up to the date of my audit report. However, future events or conditions
may cause the Authority to cease to continue to sustain its services.

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

o 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 ! consider necessary in the circumstances.

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

I also provide Management with a statement that I have complied with relevant ethical
requirements regarding independence and communicate with them all relationships
and other matters that may reasonably be thought to bear on my independence, and
where applicable, related safeguards.

CPA thungu,
AUDITOR.GENERAL

Nairobi

15 June, 2023

Report of the Auditor-General on Energt and Petroleum Regulatory Authority for the year ended 30 June, 2022
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Energy & Petroleum Regulatory Authority
Annual Report And Financial Statements for the year ended 30 Jlune 2022

L3. Statement of Financial Performance for The Year Ended 30 June 2022

Figures in Kenyan Shilling Note(s) 2OZl-2022 2020-2021'

Revenue

Revenue from non-exchange transactions

Transfers from other Soverment entities

Levies

License fees

6

7

8

8,566,L57

1.,502,688,963

35,246,495

1,456,062,096

47,898,594

Total revenue from non-exchange transactions 7,546,507,625 1,503,950,590

Revenue from exchange transactions

Other income(miscellenous)

Interest received

9

10

569,692

5,66'1,313

2,833,210

3,389,585

Total revenue from exchange transactions 7,237,005 5,222,796

Total revenue 7,553,732,530 1,510,183,486

Expenses

Use of Goods and Services

Employee Costs

Remuneration of Directors

Depreciation and amortisation expense

Repairs and Maintenance

Contracted services

Transfers

11

12

13

74

15

1,6

17

(576,105,8s4)

(684,271,832)

(1.6,365,696)

(73,432,900)

(1.0,577,443)

(93,036,250)

(s2,000,000)

(470,301.,015)

(630,822,709)

(1.6,939,646)

(64,841,656)

(8,887,107)

(720,872,750)

(42,000,000)

Total expenses (1,505,7 89,97 5) (1,354,564,883)

Gain on disposal of assets

Surplus for the year from continuing operations

Remission to National Treasury

18

t9
47,942,655

(43,148,390)

3,738,122

759,256,725

(2,17L,54s)

Surplus for the year 4,794,265 157,085,1.80

47



Energy & Petroleum Regulatory Authority
Annual Report And Financial Statements for the year ended 30 lune2022

L3. Statement of Financial Performance for The Year Ended 30 |une 2OZ2
Figures in Kenyan Shilling Note(s) 2021-2022 2020-2021.

The notes set out on Pages s 56 to 80 form an integral part of the annual report and financiat statements.

The annual statements set out on pages 47 to 84, were signed on its behalf by

)ttwdt L
Mr
Director General

Bargoria Ms. Muznah Sisiwa
Ag. Deputy Director, Finance & Accounts
ICPAK No.21185

(

Hon. fustice
Chairman

B. Ojwang'
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Energy & Petroleum Regulatory Authority
Annual Report And Financial Statements for the year ended 30 June2022

1.4. Statement of Financial Position as at 30 ]une 2022

Figures in Kenyan Shilling Note(s) 2021^-2022 2020-2021

Restated*

Assets

Curent Assets

Cash and cash equivalents

KCB-Snr Mgt Gratuity Investment

Receivables from exchange transactions

Receivables from non-exchange transaction

Inventories

20

21

22

23

24

322,360,486

37,389,990

22,281,036

218,401,044

4,322,203

204,545,482

1.5,495,772

18,872,75L

209,497,333

2,762,200

504,754,759 45L,173,47E

Non-Cu:ent Assets

Property, plant and equipment

Intangible assets

25

26

30s,677,7s;'. 200,638,1ss

ii,,ost,ots s,471,968

308,772,400 210,050,737

Total Assets 973,527,L59 667,223,675

Liabilities

Current Liabilities
Payables under exchange transactions

Payables under non- exchange transactions

Employee benefits

27

28

29

135,51.4,489

257,076,686

91,,472,41,3

148,652,307

27,356,709

60,545,893

484,063,588 236,554,309

Total Liabilities 484,063,588 236,554,309

Reserves

Capital replacement reserve

Accumulated surplus

55,000,000

374,463,577

5s,000,000

369,669,306

Total Net Assets/Equity 429,463,577 424,669,306

Total Net Assets and Liabilities 973,527,159 667,223,615
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1,4. Statement of Financial Position as at 30 |une 2OZz

Figures in Kenyan Shilling Note(s) 2021-2022 2020-2027

Restated*

The annual report and financial statements and the notes on page 47 to 84 were approved by the on the 30 September 2022 and
were signed on

/nlad^
Mr.Daniel Kiptoo Bargoria
Director General

Ms. Muznah Sisiwa
Ag. Deputy Director, Finance & Accounts
ICPAK No.211.85

f
Hon. |ustice
Chainnan

B. Ojwang'

The accounting policies on Page 58 to 64 and the notes on pages 56 to 80 form an integral part of the annual report and financial
statements.
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15. Statement of Changes in Net Assets for The Year Ended 30lune 2022

CaPital "
replaement

reserve

suplus
Total net

ass€ts/equity

Figures in Kenyan Shilling

Balme at 0l July 2020

Changes in net assts/equity
Suplus for the year
90% Remittance to National Treasury
Prior Year Adistsnents

55,000,000 113,067,271 16t,w7,277

759,256,725
(2171,54s\
99,516,85s

159,256,72s
(2,171,545)

99,516,855

Balance at 30lue 2021 ss,000,000 369,669,306 424,659,306

Restated' Bdae at 01 ,uly 2021

Changes in net as*ts/equity
Suplw for the year
Provision- 90% Remission to National Tresury

5s,00o000 369,669,306 424,669,305

47,912,655
(43,148,390)

17,942,6ss
(43,148,390)

Total changes 4,794,265 4,794,265

Bdilce at 30 June 2022 s5,000,000 374,4$,cn 429,4635

Prior yen adiustsnents relates to erroneously acmed LIrOs whm gmds and *rvics were not supplied of kes 99,516,855 this resulted to overstating u* o[ goods and srvics expendture

by a similar amount in the financial.
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L6. Statement of Cashflow for The Year Ended 30 |une ZOZT

Figures in Kenyan Shilling Note(s) 2021-2022 2020-2021

Restated*

Cash flows from operating activities

Receipts

Transfres from other goverment entities
Levies

License fees

Other income( Miscellenous)

Interest received

\
200.000.000 r

1,503,229,648 1,443,486,1,56

35,246,495 47,898,594

569,692 2,833,210
"1,306,463 3,389,586

1,740,352,298 7:497,607,546

Payments

Use of goods and services

Employe'e Costs

Remuneration Directors

Repairs and Maintenance

Contracted services

Transfers

90% Transfer To National Trerasury

(577,913,902)

(679,739,030)

(16,681,596)

(9,854,283)

(90,727,497)

(s2,000,000)

(2,171,54s\

(4s0,247,849)

(591,779,364)

(16,71,7,146)

(4,887,106)

(1"17,873,250)

(42,000,000)

(1,428,487,8s3) (1,223,s04,7 75)

Net cash flows from operating activities 30 3t1,,864,44s 27l,toz,Bgt

Cash flows from investing activities

Purchase of property, plant and equipment

Proceeds from sale of property, plant and equipment

Purchase of other intangible assets

KCB-Snr Mgt Gratuity Investment

(21s,824,685) (130,097,244)

- 3,80s,400

21,,894,278 6,590,360

Net cash flows from investing activities (193,930,4071 (119,707,4841

Net increase/(decrease) in cash and cash equivalents
Cash and cash equivalents at the beginning of the year

717,875,004

204,545,482

754,401,,347

50,'144,133

Cash and cash equivalents at the end of the year 20 922,960,4a6 204,s4s,492
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L6. Statement of cashflow for The Year Ended 30 June 2022

Figures in Kenyan Shilling Note(s) 2027-2022 2020-2027

Restated*

The annual

Mr.Daniel Kiptoo Bargoria
Director General

Hon.
Chainnan

A:q?,gl'\ ,+,

statements set out on pages 47 to 84 were signed on its behalf by:

Ms. Muznah Sisiwa
Ag. Deputy Director, Finance & Accounts

ICPAK No. 21186

B. Ojwang'
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17. Statement of Comparison of Budget and Actual Amounts The For The Year Ended 30lune2022

Original Adjustments
Annual budget

Final Annual
Budget

Actual
amounts on
comparable

basis

Perfomance %Utilization
Difference

Figures in Kenyan Shilling

Revenue

Revenue from non-exchange
transactions

Revenue

Transfres from other goverment
entities

235,000,000 (35,000,000) 200,000,000 8,566,167 191,433,83 4

Levies

License fees

1,831,,679,727

66,593,009

7,831,679,127

65,593,009

7,502,688,963

35,246,495

328,990,764

3'1,346,574

82 "/o

53 o/o

Total revenue from non-
exchange transactions

2,733,272,736 (35,000,000) 2,098,272,136 7,545,501,625 557,770,511 74 o/o

Revenue from exchange
kansactions
Other income(Miscellenous)

Interest Received

727,053

3,563,651

727,053

3,563,651
569,692

6,667,373

157,361

(3,097,6621

78 o/o

187 o/o

Total revenue from exchange
transactions

4,290,704 4,290,704 7,237,005 (2,940,3071 169 o,o

Total revenue 2,737,562,840 (35,000,000) 2,702,562,840 1,553,732,630 548,830,210 74 0,L

Expenditure

Use of goods and services

Employee costs

Remuneration Directors

Depreciation and amortisation

Repair and Maintance

Contracted services

Repair and Maintance

90% Remission to National
Treasury

(808,1 42,1 18)

(896,122,086)

(2s,020,000)

(75,883,582)

(8,000,000)

(104,4s0,000)

(s2,000,000)

(151,150,549)

82,606,1.82

(3,000,000)

(20,002,377)

(72s,535,9361

(896,122,0861

(25,020,000)

(7s,883,582)

(11,000,000)

(104,450,000)

(52,000,000)

(771,1s2,9261

(s76,105,8s4)

(684,271,832)

(16,365,696)

(73,432,900)

(10,s77,443)

(93,036,2s0\

(s2,000,000)

(43,"148,390)

1749,430,0821

(211,850,254)

(8,654,304)

(2,4s0,6821

(422,5571

(77,473,7s01

(128,004,s36)

79 oio

75 o/o

65 o/o

97 7o

96 o/o

89 "/"

100 o/o

25 o/"

Total expendifure (2,720,768,335) 59,603,805 (2,067,164,530) (1,548,938,355) (572,226,',t651 75 "/"

Acfual Amount on Comparable
Basis as Presented in the
Budget and Actual Comparative
Statement

75,794,505 24,603,805 47,398,370 4,794,265 36,604,045 12 o/o
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17. Statement of Comparison of Budget and Actual Amounts The For The Year Ended 30June2022

Budget on Cash Basis

Original Adjustments
Annual budget

Final Annual
Budget

Actual
amounts on
comparable

basis

Perfomance %Utilization
Difference

Figures in Kenyan Shilling

The budget and financial statements of EPRA are reported on accrual basis, hence differences arising from accounting

treatment are not expected. The variance between the approved and final budget are due to reallocations, which were

submitted to the National Treasury through the Ministry of Energy for approval. The variance between the actual and

budget are as enumerated and explained hereunder;

Upstream petroleum income being below budget due to delayed upstream activities occasioned by longer than expected

transition, conclusion on FDP staff recruitment and set up of various other structures for implementation of the upstream

activities.

Levies received were below budget by Kes. 328,990,164 representing under collection of 18%. This is as a result of a

combination of many economic factors that impacted on the fuel prices and sale of electricity. This included a depressed

economy and high fuel prices that led to low consumption.

License fees was below budget by Kes. 37,346,574 representing an under collection of 47o/o ttis is due to low number of new

license applicants and renewals than proiected.

Miscellaneous income was above budget by 356o/o due to of fewer items than proiected.

Interest received was above budget by Kes. 3,097 ,662 representing a positive variance of 47"/" this was due to increase in

investment of senior management gratuity fund.

Use of goods and services was below budget by Kes. 149,430,082 an under expenditure of 2'l' % this was as a result of

delayed procurement processes majorly due to non-responsive tenders that required repeat of the tendering Process.

There were also significant savings in opreational costs on General office expences, communication and ICT expences.

Employee costs was below budget by Kes. 21,1,850,254 representing an under expenditure of 24o/o this was due late

approvals for recruitment and overwhelming applications leading to lengthy application Process.

Directors expences were below budget by Kes. 8,654,304 representing under expenditure of 35% there were savings in

intemational travels and sitting allowance.
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1.8. Notes to The Financial Statements

1. General Information

The Energy Regulatory Commission was established under the Energy Act. 2006. In March 2019, the Energy Act 2019 and
the Petroleum Act 2019 were enacted. The Energy Act 2019 provides for the establishment of the Energy and Petroleum
Regulatory Authority as the successor to the Energy Regulatory Commission. EPRA is wholly owned by the Govemment of
Kenya and is domiciled in Kenya. The Authority's principal activites are regulation of all forms of energy except nuclear
power.

2, Statement of compliance and basis of preparation

The Authority's financial statements have been prepared in accordance with and comply with Intemational Public Sector
Accounting Standards (IPSAS). The financial statements are presented in Kenya shillings, which is the functional and
reporting currency of the Authority. The accounting policies have been consistently applied to all the years presented.

The Authority adopted IPSAS in the year 2014 following the gazettement of the Public Sector Accounting Standards Board
(PSASB), which was established by the Public Financial Management Act (PFM) No. 18 of 24th l,tly 2012. PSASB issued
financial reporting standards and guidelines to be adopted by all state organs and public sector entities, which the
Authority complies with.

The financial statements have been prepared on the basis of historical cost, unless stated otherwise. The cash flow statement
is prepared using the direct method. The financial statements are prepared on accrual basis.

The accounts are presented in Kenya Shillings (KES) which is the functional and reporting currency of the Authority and all
values are rounded to the nearest shilling

3. Adoption of new and revised standards

3.1 New and amended standards and interpretations in issue, effective in the year ended 30 fune 2021
o IPSAS 40 - Public Sector Combinations 01 January 2019

3,2 New and amended standards and interpretations in issue, but not yet effective in the year ended 30 |une 2021

The Authority has not applied the following standards and interpretations, which have been published and are
mandatory for the Authoritys' accounting periods beginning on or after 01 fuly 2022 or later periods:

Effective date: Expected impact:
Years beginning on or
after

o IPSAS 41 Financial Instruments 01 January 2023
r IPSAS 42. Social Benefits 01 January 2023
r Amendments to Other IPSAS resulting from IPSAS 41, 01 January 2023

Financial lnstruments
o Other Improvements to IPSAS 0l January 2023

3.3 Early adoption of standards

The Entity did not early- adopt new or amended standards in the FfY 202012021

The objective of this Standard is to improve the relevancc, faithful representativeness and comparability of the
information that a reporting entity provides in its financial statements about a public sector combination and its effects.
To accomplish that, this Standard establishes principles and requirements for how:
o A reporting entity classifies a public sector combination as an amalgamation or an acquisition;
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L8. Notes to The Financial Statements

3. Adoption of new and revised standards (continued)
o I resulting entity recognizes and measures in its financial statements the identifiable assets received, the

liabilities assumed and any non-controlling interest in an amalgamation;
. resulting entity recognizes and measures components of net assets/equity and other adjustments recognized in

an amalgamation;
. An acquirer recognizes and measures in its financial statements the identifiable assets acquired, the liabilities

assumed and any non-controlling interest in the acquired operation;
o An acquirer recognizes and measures the goodwill acquired in, or the gain or loss arising from, an acquisition;

and
r d reporting entity determines what information to disclose to enable users of the financial statements to evaluate

the nature and financial effects of a public sector combination.

It furthermore covers Definitions, Identifying a public sector combination, Classification of public sector combinations,

Accounting for amalgamations, The modified pooling of interests method of accounting, Accounting for acquisitions,

The acquisition method and Effective date and transition.

The effective date of the standard is for years beginning on or after 01 fanuary 2019.

The entity expects to adopt the standard for the first time in the 2020 annual report and financial statements.
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18. Notes to The Financial Statements

4. Summary of Significant Accounting Policies

a) Revenue recognition

i) Revenue from non-exchange transactions

Levies and licenses

The Authority recognizes revenues from Electricity,Petroleum levies and license fees when the event occurs and the asset
recognition criteria are met. Other non-exchange revenues are recognized when it is probable that the future economic
benefits or service potential associated with the asset will flow to the Authority and the fair value of the asset can be
measured reliably.

Transfers from other govemment entities

Revenues from non-exchange transactions with other govemment entities are measured at fair value and recognized on
obtaining control of the asset (cash, goods, services and property) if the transfer is free from conditions and it is probable
that the economic benefits or service potential related to the asset will flow to the Authority and can be measured reliably

ii) Revenue from exchange transactions

Miscellaneous Revenue

Miscellaneous revenue from exchange transactions comprise of sale of stores, tenders and surplus goods.

Interest income

Interest income is accrued using the effective yield method. The effective yield discounts estimated future cash receipts
through the expected life of the financial asset to that asset's net carrying amount. The method applies this yield to the
principal outstanding to determine interest income each period.

b)Budget information

The original budget tor F\ 202712022 was approved by the National Treasury through Ministry of Energy on 20th July
2021. Subsequent revision or additional appropriations were made to the approved budget in accordance with specific
approvals from the appropriate authorities. The additional appropriations are added to the original budget by the entity
upon receiving the respective approvals in order to conclude the final budget.

The annual budget is prepared on the accrual basis, that is, all planned costs and income are presented in a single statement
to determine the needs of the Authority. As a result of the adoption of the accmal basis for budgeting purposes, there are no
basis, timing or commission differences that would require reconciliation between the actual comparable amounts and the
amounts presented as a separate additional financial statement in the statement of comparison of budget and actual
amounts.
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4. Summary of Significant Accounting Policies (continued)

c)Taxation"/Transf er to treasury

The Authority remit 90% surplus to the National Treasury. No Income tax or deferred tax accrue as a result.

d) Investrnent property

Investment properties are measured initially at cost, including transaction costs. The carrying amount includes the

replacement cost of components of an existing investment property at the time that cost is incurred if the recognition criteria

are met and excludes the costs of day-to-day maintenance of an investment ProPerty. Investment proPerty acquired

through a non-exchange transaction is measured at its fair value at the date of acquisition. Subsequent to initial recognition,

investment properties are measured using the cost model and are depreciated over a 3O-year period.

Investment properties are derecognized either when they have been disposed of or when the investment property is

permanently withdrawn from use and no future economic benefit or service potential is expected from its disposal. The

difference between the net disposal proceeds and the carrying amount of the asset is recognized in the surplus or deficit in
the period of de-recognition. Transfers are made to or from investment proPerty only when there is a change in use.

e) Property, plant and equipment

All property, plant and equipment are stated at cost less accumulated depreciation and impairment losses. Cost includes

expenditure that is directly attributable to the acquisition of the items. When significant parts of ProPerty, plant and

equipment are required to be replaced at intervals, the Authority recognizes such parts as individual assets with specific

useful lives and depreciates them accordingly. Likewise, when a major inspection is performed, its cost is recognized in the

carrying amount of the plant and equipment as a replacement if the recognition criteria are satisfied. All other repair and

maintenance costs are recognized in surplus or deficit as incurred. Where an asset is acquired in a non-exchange transaction

for nil or nominal consideration the asset is initially measured at its fair value.

f) Leases

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

the Authority. Assets held under a finance lease are capitalized at the commencement of the lease at the fair value of the

leased property or, if lower, at the present value of the future minimum lease payments. The Authority also recognizes the

associated lease liability at the inception of the lease. The liability recognized is measured as the present value of the future

minimum lease payments at initial recognition.

Subsequent to initial recognition, lease payments are apportioned between finance charges and reduction of the lease

liability so as to achieve a constant rate of interest on the remaining balance of the liability. Finance charges are recognized

as finance costs in surplus or deficit.

An asset held under a finance lease is depreciated over the useful life of the asset. However, if there is no reasonable

certainty that the Authority will obtain ownership of the asset by the end of the lease term, the asset is depreciated over the

shorter of the estimated useful life of the asset and the lease term.

Operating leases are leases that do not transfer substantially all the risks and benefits incidental to ownership of the leased

item to the Authority. Operating lease payments are recognized as an operating exPense in surplus or deficit on a straight-

line basis over the lease term.
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4. Summary of Significant Accounting Policies (continued)

g) Intangible assets

Intangible assets acquired separately are initially recognized at cost. The cost of intangible assets acquired in a non-
exchange transaction is their fair value at the date of the exchange. Following initial recognition, intangible assets are
carried at cost less any accumulated amortization and accumulated impairment losses. Intemally generated intangible
assets, excluding capitalized development costs, are not capitalized and expenditure is reflected in surplus or deficit in the
period in which the expenditure is incurred.vb

The useful life of the intangible assets is assessed as either finite or indefinite.

h)Research and development costs

The Authority exPenses research costs as incurred. Development costs on an individual project are recognized as intangible
assets when the Authority can demonstrate:

. The technical feasibility of completing the asset so that the asset will be available for use or sale
r Its intention to complete and its ability to use or sell the asset
o How the asset will generate future economic benefits or service potential
o The availability of resources to complete the asset
. The ability to measure reliably the expenditure during development

Following initial recognition of an asset, the asset is carried at cost less any accumulated amortization and accumulated
impairment losses. Amortization of the asset begins when development is complete and the asset is available for use. It is
amortized over the period of expected future benefit. During the period of development, the asset is tested for impairment
annually with any impairment losses recognized immediately in surplus or deficit.

i) Financial instruments

a) Financial assets

Initial recognition and measurement

Financial assets within the scope of IPSAS 29 Financial Instruments: Recognition and Measurement are classified as

financial assets at fair value through surplus or deficit, loans and receivables, held-to-maturity investments or available-for-
sale financial assets, as appropriate. The Authority determines the classification of its financial assets at initial recognition.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an
active market. After initial measurement, such financial assets are subsequently measured at amortized cost using the
effective interest method, less impairment. Amortized cost is calculated by taking into account any discount or premium on
acquisition and fees or costs that are an integral part of the effective interest rate. Losses arising from impairment are

recognized in the surplus or deficit.

Held-to-maturity

Non-derivative financial assets with fixed or determinable payments and fixed maturities are classified as held to maturity
when the Authority has the positive intention and ability to hold it to maturity. After initial measurement, held-to-maturity
investments are measured at amortized cost using the effective interest method, less impairment. Amortized cost is
calculated by taking into account any discount or premium on acquisition and fees or costs that are an integral part of the
effective interest rate. The losses arising from impairment are recognized in surplus or deficit.
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18. Notes to The Financial Statements

4. Summary of Significant Accounting Policies (continued)

Impairment of financial assets

The Authority assesses at each reporting date whether there is obiective evidence that a financial asset or an entity of

financial assets is impaired. A financial asset or a entity of financial assets is deemed to be impaired if, and only il there is

objective evidence of impairment as a result of one or more events that has occurred after the initial recognition of the asset

(an incurred'loss evenf ) and that loss event has an impact on the estimated future cash flows of the financial asset or the

entity of financial assets that can be reliably estimated. Evidence of impairment may include the following indicators:

r The debtors or an entity of debtors are experiencing significant financial difficulty

o Default or delinquency in interest or principal payments

o The probability that debtors will enter bankruptry or other financial reorganization

o Observable data indicates a measurable decrease in estimated future cash flows (e.g. changes in arrears or economic

conditions that correlate with defaults)

b) Financial liabilities

lnitial recognition and measurement

Financial liabilities within the scope of IPSAS 29 are classified as financial liabilities at fair value through sulplus or deficit

or loans and borrowings, as appropriate. The Authority determines the classification of its financial liabilities at initial

recognition. All financial liabilities are recognized initially at fair value and, in the case of loans and borrowings, plus

directly attributable transaction costs.

Loans and borrowing

After initial recognitiory interest bearing loans and borrowings are subsequently measured at amortized cost using the

effective interest method. Gains and losses are recognized in surplus or deficit when the liabilities are derecognized as well

as through the effective interest method amortization Process.

Amortized cost is calculated by taking into account any discount or premium on acquisition and fees or costs that are an

integral part of the effective interest rate.
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L8. Notes to The Financial Statements

4. Summary of Significant Accounting Policies (continued)

j) Inventory

Inventory is measured at cost uPon initial recognition. To the extent that inventory was received through nonexchange
transactions (for no cost or for a nominal cost), the cost of the inventory is its fair value at the date of acquisition.

Costs incurred in bringing each product to its present location and conditions are accounted for, as follows:

i) Raw materials: purchase cost using the weighted average cost method.

ii) Finished goods and work in progress: cost of direct materials and labor and a proportion of manufacturing overheads
based on the normal operating capacity, but excluding borrowing costs.

After initial recognition, inventory is measured at the lower of cost and net realizable value. However, to the extent that a
class of inventory is distributed or deployed at no charge or for a nominal charge, that class of inventory is measured at the
lower of cost and current replacement cost.

Net realizable value is the estimated selling price in the ordinary course of operations, less the estimated costs of completion
and the estimated costs necessary to make the sale, exchange, or distribution.

Inventories are recognized as an expense when deployed for utilization or consumption in the ordinary course of operations
of the Authority.

k)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 an outflow of resources embodying economic benefits or service potential will be required to settle the
obligation and a reliable estimate can be made of the amount of the obligation. Where the Authority expects some or all of a
provision to be reimbursed, for example, under an in^surance contract, the reimbursement is recognized as a separate asset
only when the reimbursement is virtually certain.

The expense relating to any provision is presented in the statement of financial performance net of any reimbursement.

l)Contingent liabilities

The Authority does not recognize a contingent liability, but discloses details of any contingencies in the notes to the financial
statements, unless the possibility of an outflow of resources embodying economic benefits or service potential is remote.
There are no contingent liabilities at the moment.

m)Contingent assets

The Authority does not recognize a contingent asset, but discloses details of a possible asset whose existence is contingent
on the occurrence or non-occurrence of one or more uncertain future events not wholly within the control of the Authority
in the notes to the financial statements. Contingent assets are assessed continually to ensure that developments are
appropriately reflected in the financial statements. If it has become virtually certain that an inflow of economic benefits or
service potential will arise and the asset's value can be measured reliably, the asset and the related revenue are recognized
in the financial statements of the period in which the change ocflrrs.

n) Natue and Purpose of Reserve

The Authority creates and maintains reserves in terms of specific requirements, which is acccumulated Surplus. The
Authority's capitals consist of the Accumulated reserves.
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4. Summary of Significant Accounting Policies (continued)

o) Changes in accounting policies and estimates

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

poliry are applied prospectively if retrospective application is impractical.

p) Employee benefits

Retirement benefit plans

The Authority provides retirement benefits for its employees. Defined contribution plans are post-employment benefit plans

under which the Authority pays fixed contributions into a separate fund, and will have no legal or constructive obligation

to pay further contributions if the fund does not hold sufficient assets to pay all employee benefits relating to employee

service in the current and prior periods. The contributions to fund obligations for the payment of retirement benefits are

charged against income in the year in which they become payable.

Defined benefit plans are post-employment benefit plans other than defined-contribution plans. The defined benefit funds

are actuarially valued tri-annually on the projected unit credit method basis. Deficits identified are recovered through lump

sum payments or increased future contributions on proportional basis to all participating employers. The contributions and

lump sum payments reduce the post-employment benefit obligation.

q) Related parties

The Authority regards a related party as a person or an entity with the ability to exert control individually or iointly, or to

exercise significant influence over the Authority. Members of key management are regarded as related parties and comprise

Board of Directors the Director Ceneral and senior manafJers.

The Govemment (represented by Ministy of Energy and Ministry of Petroleum and Mining) is also regarded as a related

party. The Permanent Secretary's in the two Ministries or their rePresentative are members of the Board.

o) Service concession arangements

The Authority analyses all aspects of service concession arrangements that it enters into in determining the appropriate

accounting treatment and disclosure requirements. In particular, where a private party contributes an asset to the

arrangement, the Authority recognizes that asset when, and only whery it controls or regulates the services the operator

must provide together with the asset, to whom it must provide them, and at what price. In the case of assets other than
,whole-of-life' assets, it controls, through ownership, beneficial entitlement or otherwise - any significant residual interest in

the asset at the end of the arrangement. Any assets so recognized are measured at their fair value. To the extent that an asset

has been recognized, the Authority also recognizes a corresponding liability, adiusted by a cash consideration paid or

received.

p) Cash and cash equivalents

Cash and cash equivalents comprise cash in Mpesa 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 various commercial

banks at the end of the financial period.

q) Comparative figure

Where necessary comparative figures for the previous financial year have been amended or reconfigured to conform to the

required changes in presentation.

63



Energy & Petroleum Regulatory Authority
Annual Report And Financial Statements for the year ended 30 June 2022

L8. Notes to The Financial Statements

4. Summary of Significant Accounting policies (continued)

r) Subsequent events

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

5. Significant Judgement & Sources Of Estimation Uncertainty

The preparation of the Authority's financial statements in conformity with IPSAS requires management to make judgments,
estimates and assumptions that affect the reported amounts of revenues, expenses, assets and liabilities, and the disclosure
of contingent liabilities, at the end of the reporting period. However, uncertainty about these assumptions and estimates
could result in outcomes that require a material adjustment to the carrying amount of the asset or liability affected in future
periods.

Estimates and assumptions:

The key assumptions conceming the future and other key sources of estimation uncertainty at the reporting date, that have
a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities within the next financial
year, are described below. The Authority based its assumptions and estimates on parameters available when the financial
statements were PrePared. However, existing circumstances and assumptions about fufure developments may change due
to market changes or circumstances arising beyond the control of the Authority. Such changes are reflected in the
assumptions when they occur IPSAS 1.140.

Useful lives and residual values

The useful lives and residual values of assets are assessed using the following indicators to inform potential future use and
value from disposal:

i) The condition of the asset based on the assessment of experts employed by the Authority.
ii) The nature of the asset, its susceptibility and adaptability to changes in technology and processes.
iii)The nature of the processes in which the asset is deployed.
iv)Availability of funding to replace the asset.

v)Changes in the market in relation to the asset.
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Figures in Kenyan Shilling 2021.-2022 2020-2027

6, Transfers from other toverment entities

5,877,507

2,748,560
Upstream Regulatory suPPort

Deferred Income-Energy Act

8,566,767

Transfers from other goverment entities

Name of Entity

Ministry of Petroleum and

Mining

Energy Act Stakeholders 2,748,660 8,451',340

Amount Amount Amount
recognized todeferred under recognised in

Statement of deferred caPital

Financial income fundKShs

Performance KShs

(Kshs)

5,817,507 194,1,82,49 Nil

Total income

during the
period

200,000,000

Comparative
Period

Nil

1 1,200,000

8,566,767 202,533,833 211,200,000

7. Levies

Electricity Levy
Petroleum Lery

304,045,393

1.,'t98,643,570

236,696,328
1.,219,365,768

1,502,588,963 7,456,062,096

Electricty Levy-Legal Notice No' 1'48 of '1999

Petroleum Levy-Legal Notice No. 762 of 2078

8. License fees & Miscellenous

License fees 35,246,495 47,898,594

9. Otherlncome(Miscellenous)

Other income(Miscellenous) 569,692 2,833,270

10. Interest

Interest
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Figures in Kenyan Shilling 2021.2022 2020-2021.

11. Use of goods and seryices

Training Seminars and Workshops
Subscriptions
Staff Welfare
General Office Expences
Fuel

Insurance license & MV subscriptions
Travel, Inspections, surveillance & Audit
Coporate Subscriptions
Seminars Workshops, Public hearings and CSR
Advertising and gazette notices
Bank Charges
Branding/Printing
Telephone and Intemet
Software licenses support and disaster recovery
Rent and Service charges
Security
Electricity
Office cleaning
Consultancies
HIV, Safety, Culture change and Related
Energy & Petr Act Expenses

40,1,44,098

3,248,458

5,869,832
12,184,053

9,336,456
2,956,521.

757,472,824

16,810,351

42,156,551

38,614,868

1,755,942

8,540,673

11,467,548

1,1,,499,1,92

63,913,650

7,243,177

6,1,97,067

4,799,348
97,609,158

24,942,433
9,403,660

55,977,009

1,802,11.6

4,823,234

15,642,459

7,974,163

3,029,59s

98,077,155

5,930,732
17,1,25,870

96,426,322

1,,205,767

13,628,604

8,3s0,220
3,955,779

61,735,442
4,321,940

5,61,4,818

4,318,456
48,s23,497

1,1,,838,443

576,105,854 470,301,075

72. Employee costs

Basic Salaries
Employee Compesation-Court
Pension and Cratuity
Special Duty / Acting Allowance
Car and Commuter allowance
House Allowance
Fringe benefits
Leave & Other Allowances
Medical
General Life & Personal Insurance
Staff Uniforms
Warm Clothing Allowance
Meal Allowance

391,925,001

90,932,071

9,832,793

29,643,506

91,,557,035

4,03s,007
1,6,874,066

42,331.,995

4,200,71.2

1,296,743

1,016,963

586,000

364,998,664

2,000,000

80,957,303

6,782,914
29,195,652
89,790,006

2,657,538

5,545,494
42,762,449
4,057,352
1,702,837

972,500

684,277,832 630,822,709
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2021-2022 2020-2021Figures in Kenyan Shilling

13. Remuneration of Directors

Monthly fees and Honorarium
Sitting Allowance
Meeting, Entertainment and Other Allowances

Seminars, Travel, and Accomodation

Insurance & Medical

5,863,333

4,920,000

2,071.,823

3,083,494
427,046

6,659,833

7,778,000

872,499

1.,757,179

472,735

76,365,696 16,939,646

74. Depreciation and Amortisation

Property, plant and equiPment

Lntangible assets

67,715,580

6,317,320

55,537,527

9,304,t35

73,432,900 64,847,656

15. Repairs and Maintenance

Repair & Service Motor Vehicle

Repair & Maintenance Office EquiP

9,265,785

1,311,,657

7,927,736
965,977

70,577,443 8,887,107

76. Contracted Services

Fuel Marking
LPG Inspection

67,421,040

25,51.5,270

78,343,366

42,529,384

93,036,2s0 720,872,7s0

77. Transfers

Transfers to Mortgage & Car Loan

Kenya Energy-Sector Environment and Social Responsibility Program Fund

50,000,000

2,000,000

40,000,000

2,000,000

52,000,000 42,000,000

18. Gain on sale of assets

Property, plant and equipment 3,738,1.22
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19. Remission to National Treasury

Sulplus for the year
Purchase of assets

Capital Commitments

47,942,555 759,256,725

- (136,s56,2s4)
- (20,287,643)

Realised surplus 47,942,655 2,472,828
90olo of realised profit 43,748,390 2,777,545

The Authority did not deduct capital expenditures in calculating 90o/o of realised surplus.
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20. Cash and cash equivalents

Cash and cash equivalents consist of

Mpesa
Bank balances

KCB-Snr Mgt Gratuity Current Account

322,360,486 204,545,482

In the month of October 2018 all Senior management staff were placed on a five year renewable contract.KCB Senior

Management Gratuity Account is held for Senior Management gratuity obligation. This is cash payable at the end of each

employees' contract.

Detailed analysis of cash and cash equivalents

Financial institution Account number

2,475,027

281.,664,781,

38,220,678

8,995,984

160,953,748

34,595,750

KCB Bank
National Bank
NCBA Bank

1 107180198

010030031 10800

5959370072

276,879,772

3,894,386
950,623

1.58,520,797

1.,574,757

858,190

281,,664,787 160,953,748

Gratuity Custody Accounts

KCB-Snr Mgt Gratuity Current Account 1.273022599 38,220,678 34,59s,750

Others

Mobile Money Accounts M-Pesa 923311 2,475,027 8,995,984

2,475,027 8,995,984

Total cash and cash equivalents 322,360,486 204,545,482

27. KCB-Snr Mgt Gratuity Investment

KCB-Snr Mgt GratuitY Investment 37,389,990 75,495,712

prior and Currenct year KCB-Snr Mgt Gratuity current Account has been split to disclose investment in treasury bills

22. Receivables from exchange transactions

Prepayments
Deposits
Interest Receivable

22,287,036 18,872,75L

prior year 2o2ol2l Receivables from exchange transactions has been restated by Kes 1,742,408 to include interest from KCB

Current Account which was not accrued inFN 2020121.

n,699
77,042,765

5,767,177

96,177

17,034,766

7,742,408

69



Energy & Petroleum Regulatory Authority
Annual Report And Financial statements for the year ended 30 June 2022

L8. Notes to The Financial Statements
Figures in Kenyan Shilling 2021-2022 2020-2021

Restated+

23. Receivables from non-exchange transactions

Board Imprest
Staff Imprest
Other receivables
KPLC-Elcctricity Levy
KRA-Petroleum Levy
Staff salaries & Medical advances

72,999
7,61,2,256

11,009,234

107,489,706

90,670,638
1,606,271,

17,966

3,406,773

4,867,814
104,763,31.3

93,877,717

2,563,750

218,401,,044 209,497,333

Prior year 2020/21 Receivables from non-exchange transactions were erroneously understated by g3,320,309 and the
corrections has resulted to restating Board impres t from 393,224 to 17 ,966, Staff Imprest from 3,3it,a 89 b 3,2g7,739 ,
Revenu e d ebtors f r om 1 79,7 89,1 27 to 20i,S0g,g 44.

24. Inventories

Inventories 4,322,203 2,762,200

The prior yeat 2020127 inventory amount has been restated to Kes 2,762,200 from Kes 4,269,954 this was as a result of
ad;'ustment of errouneously overvalued stock.

25, Property, plant and equipment

Controlling entity 2022 2021

Cost /
Valuation

Accumulated Carrying value
dcpreciation

and
accumulated
impairment

Accumulated Carrying value
depreciation

and
accumulated
impairment

Cost /
Valuation

Furniture and fixtures
Motor vehicles
Office equipment
IT equipment
Work in Progress

212,014,850

135,739,527

33,379,621

140,199,777

146,421,067

(133,136,344)

(106,717,849)

(19,933,473)
(102,295,484)

78,878,506

29,027,678

73,446,208

37,904,293
146,421,067

140,252,742

1,35,739,527

32,970,231
1,25,533,504

61,104,275

(119,844,910)

(84,452,765)
(16,936,081)

(73,728,354)

20,407,232

51,,287,362

76,034,1,50

51,805,150

67,1,04,275

Total 657,754,842 (362,077,0901 305,677,752 495,599,679 (294,96t,570) 200,698,1$9
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25. Property, plant and equipment (continued)

Reconciliation of ProPerty, plant and equipment

Cost
At 0l July 2020

Additions
Adiustment
Disposals
Transfers

Fumiture ad Motor vehides
fixturcs

137,383,s23

2,868,616

109,839,216

40,312,757

(14,112,$n

79,067,020

('t7,962,745)

Total

480,016,855

52,550,503

(r9,381,345)

(17,586,339)

29,596,471 "t24,130,676

3,692,604 5,676,526

46,500 (1,455,100)

(36s,344) (2,808,s48)

At 30 June 2021 140,2s2,t39 13s,739,525 32,970,231 125,533,504 61,104,27s 495,s99,675

AdditioN
Transfers

2,4A\870

69,357,U1

{09.389 14,666,272 154,674,633

(69,3s7,847)

172,755,'t64

At3orune 2022 212,074,85' 195,799,527 33,379,520 740,199,776 146,421,067 667'754,U3

Depreciation md impaiment
At 0l July 2020

Adjustsnent
Disposals
Depreci a tion

(7r5,272,2s0)
7,362,626

(11,93s,286)

(8r,436,936)

71,112,117
(17,427,676)

(15,094,823)
(6,665)

365,34,1

(2,199,93n

(s2,704,9921

209,990

2,741,270

(23,974,6221

(264,s09,001)

7,565,951

17,579,061
(ss,537,521\

At 30 June 2021 (119,844,910) (84,4s2,165) (16,935,081) (73,7283s41 (294,951510)

Disposals and scapPings - acomulated depreciation and imPairment

Depreci a tion (13,291,434) (22,2s9,6U) (2,997,332\ (28,s67,130) (67,115,580)

(133,135,344) (106,n1,849) (19,933,413) (102295,4E4) (x2,077,0901
At 30 rue 2022
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25. Property, plant and equipment (continued)

Nct book values
Cmt
Acmulated depreciation and impairment
At 30 June 2022
At 30 June 2021

212,014,853
(133,136,344)

7E,E7E,509

20,407,229

135,739,526
(t06,711,849)

29,027,677

57,2E7,362

33,379,620
(19,933,413)

19,446,207

16,034150

't40,199.n6

(102,295,4e4\

37,904,292

51,E0s,150

746,421,067

746,427,M7

57,104,275

667,754,U2

G62,0n,090)
305,577,752

20o,63E,769

Under PPE Furnitue and Fittings have been adjusted by 79, 067,O2g homZtg,O6T,OZO to t41,Zs2,13g this was as a result o(
restatingerroneouslyGPitalisationofWorkinprogressrelahngtopartitionsinthe financialyear2m0/21.
Work in progress of KES 1216.'M has relates lo renovation & partitioning of EPRA Head offieand regioml of6es.
As at 30 June 2022, ProPerty and eguipment with cost amountint to KES l9E.8M were fully depreciated md intangible
a*ts with clst amouting to 95.6M were fu.llv amortized.

Prcperty plut ild Equipment include the following reb that arc tully deprcciated:

Aset

Funihrre and fixtures
Motor vehicles

Offie equipment
IT equipment
lntantible assets

Totd

Cost

98,215,787
46,709,169

9,690,738

u,165,923
95,782,412

294-553.42A

Nomal Annual
Deprcciation

72,276,973
1L6n,292
1,211,267

13,249,777

28,734,724

57,150.033
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25. Intangible assets

Reconciliation of intangible assets

Cost
Opening balance

Adjustment

1.75,415,454 1.13,996,8s4

7,418,500

Closing balance 775,415,454 115,415,454

Amortisation and impainnent
Opening balance

Adjustments
Amortisation

(106,003,486) (96,496,026)

- (203,32s)

(6,317,320) (9,304,13s)

Closing balance (112,320,806) (105,003,485)

Made up as follows:
Cost
Amortisation and imPairment

1.15,415,454

(1.1.2,320,806)

7t5,41,5,454
(106,003,486)

Net book value 3,094,648 9,417,968

27. Payables under exchange transactions

Suppliers
Accruals

135,514,489 148,652,307

prior year 2020121. accruals has been adjusted fuom25,1,73,648 lo 77,815,470 this is as a result of reversal of accmed LPOs

whose goods and services were not supplied in ttre respective financial year.

28. Payables under non-exchange transactions

1.28,961.,143

6,s53,346

1.30,836,837

17,815,470

Deferred lncome-Energy Act
Taxes and other statutory deductions

Other Employee payables

Provision- 90% Remission to National Tresury

Deferred Income- Upstream Petroleum

Deferred Income-UNEP Project

13,309,501

5,278,741

720,171,

43,148,390

1.94,1.82,493

437,450

4,858,1,61,

1,2,5'17,964

7,370,988

2,171,546

437,450

257,076,586 27,356,709

payables have been separated to payables from exchange transactions and payables from non-exchange transactions

payables from non-exchange transactions has been restated from Kes 27 ,755,516 to Kes 27,356,108 this is as a result of

correcting Other employee payable from Kes 7,770,396 to Kes 7,370,988.
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28. Payables under non-exchange transactions (continued)

The defered income movement is as follows:

Defered
Income-

Petroleum
Upstream

Defered Defered
Income-Energy Income-UNEP

Act Proiect

4,858,167
11,200,000

437,450

(5,817,s07) (2,748,660)

Balance brought forward
Additions
Transfers to Capital fund
Transfers to income statement

200,000,000

Total

5,295,617
271,200,000

(8,s66,767)

Balance caried forward 194,182,493 13,309,501 437,450 207,929,444

29. Employee benefit obligations

Snr Mgnt Gratuity Payable
Contract Staff Gratuity Payable
Salary Payable
Other payroll benefits

78,030,961.

2,795,260

7,180,299

9,465,893

51,,236,1,03

3,195,8s0

1,236,299

4,877,641

91.,472,413 50,545,993

30. Cash Generated in operations

Surplus
Adjushnents for:
Depreciation and amortisation expense
Gain on sale of assets

Adjustment
Changes in working capital:
Inventories
Receivables from exchange transactions
Receivables from non-exchange transactions
Payables under exchange transactions
Payables under non-xchange transactions
Employee Benefit Provision

4,794,265

73,432,900

(1,s60,003)

(3,408,28s)

(8,903,711)
(73,137,818)

229,720,577

30,926,520

159,256,725

64,847,656
(3,80s,400)

87,323,41.6

(844,729)

16,974,791

(39,340,532)
(70,67s,277)

(8,e34,565)

9,306,740

Cash Generated in operations 317,864,445 274,102,831

31. Risk mangement

Financial risk management

Risk management is carried out by the management under the supervision of the Board of Directors. The Directors provide
policies for overall risk management, as well as policies covering specific areas such as, interest rate risk, credit risk, use of
non-derivative financial instruments and investing excess liquidity.

The activities of the Authority expose it to a variety of financial risk: credit risk, liquidity risk and market risk. The
Authority's overall risk management programme focuses on the unpredictability of financial markets and seeks to minimise
potential adverse effects on its financial performance. The Authority regularly reviews its risk management policies and
systems to reflect changes in markets and emerging best practices.
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31. Risk mangement (continued)

Credit risk management

Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting in financial loss to the

company. Credit risk arises from bank balances, trade receivables and amounts due from related parties. The Authority's

management assesses the credit quality of each customer, taking into account its financial position, past experience and

other factors.

The carrying amount of financial assets recorded in the financial statements representing the Authority's maximum

exposure to credit risk without taking account of the value of any collateral obtained is made up as follows:

As at |une 2022

Receivables from non exchange transactions
Receivables from exchange transactions
Bank Balances

Fully Past due Impairment
performing

Ksh Ksh Ksh

218,401,,044

21,786,245

359,750,477

Total

218,401,,044

21,786,245

359,750,477

599,937,766 599,937,765

As at fune 2021

Receivables from non exchange transactions
Receivables from exchange transactions
Bank Balances

Fully
performing

Ksh
209,378,299

78,872,757

220,041,194

Past due

Ksh

Impairment

Ksh

Total

209,378,299

78,872,751,

220,041.,1.94

448,292,244 448,292,244

All the Authority's receivables are fully performing and are expected to be repaid.

Bank balance includes cash in hand and deposits held with banks.

Liquidity risk management

Liquidity risk is the risk that the Authority will not be able to meet its financial obligations when they fall due. The

Authority's approach to managing liquidity is to ensure, as far as possible, that it will always have sufficient liquidity to

meet its liabilities when due, under both normal and stressed conditions, without incurring unacceptable losses or at the

risk of damaging reputation.

The Authority ensures that it has sufficient cash on demand to meet expected operational expenses, including the servicing

of financial obligations; this excludes the potential impact of extreme circumstances that cannot reasonably be Predicted. All
liquidity policies and procedures are subject to review and approval by the Board of Directors.

The table below provides a contractual maturity analysis of the Authority's financial liabilities:
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31. Risk mangement (continued)

As at 30 June 2022

Trade & other payables from exchange transactions
Deferred Income-Energy Act
Accrual
Taxes and other statutory deductions
Other Payables
Employee benefits obligation
UNEP Project
Deffered Income- Upstream Petroleum
Provision- 90% Remission to National Tresury

Less than 1

Month
86,656,214

6,553,346

5,278,742

720,710

9L,472,413

437,450

43,148,390

128,961,143

13,309,501

6,553,346

5,278,742

720,1,1,0

97,472,41,3

874,900

1,94,182,493

43,148,390

1-3Months Over5Months

4,314,337 37,990,592
- 13,309,501

437,450
1,94,182,493

Total

234,266,665 4,314,337 245,920,036 484,501,038

As at 30 June 2021

Trade & other payables from exchange transactions
Deferred Income-Energy Act
Accrual
Taxes and other statutory deductions
Other Employee Payables
Employee benefits Obligation
Provision- 90% Remission to National Tresury

Less than 1

Month
93,365,860

12,517,964

60,545,893

2,171,545

3,585,901

5,295,61.2

17,815,470

7,370,988

33,884,076 130,836,837

5,295,61,2
"17,815,470

72,517,964
7,370,988

50,545,893

2,771,545

I - 3 Months Over 5 Months Total

768,607,262 34,068,971 33,884,076 236,s54,309

32. Operating Lease Commitments

Operating lease commitments represent rentals payable by the Authority for rented office space

Not later than 1 Year
Not later than 1 Year
Not later than 1 Year

55,652,90s
278,264,527

49,350,260

246,751,,300

333,977,432 296,701,560

The Authority is of the view that future net revenues and funding will be sufficient to cover these commitments. 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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33. Related parties Disclosures

Transactions with related parties

Purchases from related parties
Purdrases of Electricity from KPLC
Rent expenses paid to Govemment agencies (Lake Basin)

Training and Conferences fees paid to Govt Agencies(KSG)

Transfers from the Government
Minstry of Petroleum and Minining

Key management compensation
Compensation to Senior Managers
Compensation to Director General

6,1,97,06-t

3,104,289

2,099,600

200,000,000

5,61.4,81.8

2,126,461
8,744,602

92,483,125
11,040,000

87,444,840

9,420,000

L03,523,125 96,864,840
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33. Related parties Disclosures (continued)

Remuneration of Directors

2021,-2022

Name
Hon.fustice(Prof) fackton B. Ojwang
Dr. Sellah J. Kebenei
Mr Albert Mwenda
Mr. James Mbugua
Mr. Ceorge Mwakule
Eng Mercy Wambugu
Mr. Mosc's Citari
Prof. Ceorge Achoki
National Treasurv
Mr. Bamabus Ngeno
Mr. Christopher Ombenga
Isaac Omondi Odek
Mr. Daniel Mutisya Ndonye
Mr. Waniuki Muchemi
Mr. Timothy Gakuu
Mr. Jared Masini Ichwara
Mr. Moses Citari
Mr. Hassan Mohamud Haji

Monthly Fees

and Honoraria

1,565,000

362,500

728,333

1,28,333

357,s00
2,350,000

728,333

471,667

100,000

271,667

Sitting
Allowance

Total

440,000

520,000

360,000

480,000

180,000

100,000

100,000

440,000

520,000

40,000

s00,000

120,000

s20,000

200,000

220,000

50,000

120,000

2,005,000

882,500

360,000

480,000

308,333

228,333

100,000

797,500

2,350,000

520,000

40,000

500,000

248,333

991,,667

200,000

220,000

160,000

391,667

5,863,333 4,920,000 10,783,333

2020-2021,

Name
Hon.Justice(Prof) Jackton B. Ojwang
Dr. Sellah J. Kebenei
Mr Albert Mwenda
Mr. fames Mbugua
Eng. Samuel N. Maugo
Ms. Lilian MahiriZaia
Mr. Moses Gitari
Prof. George Achoki
National Treasury
Ms. Jacqueline Mogeni
Mr. Christopher Ombega
Ms. Lucy Waithira Mugwe
Isaac Omondi Odek
Mr. Daniel Kiptoo Bargoria
Mr. Wanjuki Muchemi
Mr. Andrew Kamau

Monthly Fees

and Honoraria
Sitting

Allowance
Lunch Total

1,560,000

600,000

558,333

558,333

600,000

2,183,-167

600,000

420,000

880,000

438,000

120,000

480,000

740,000

520,000

940,000

640,000

40,000

40,000

520,000

400,000

980,000

20,000

6,000

6,000

4,000

2,000

6,000

4,000

6,000

6,000

2,000

4,000

2,000
6,000

1,986,000

1,486,000

442,000

122,000

1,044,333

1,302,333

526,000

1,546,000

2,183,167

642,000
40,000

40,000

524,000

402,000

1,586,000

20,000

6,659,E33 7,178,000
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34. ContingentLiabilities

EPRA is a party to a number of court cases whose determination is yet to be made. In view that damages or

court awards are known upon conclusion of a matter, EPRA has made provision for contingency liabilities

towards the same amounting to 55.3M. The following is summary of Key matters whose contingent liability is

high.

i) Apollo Mboya & Electricity Consumers Society of Kenya -vs- KPLC & 4 Others- Petition No. 6 of 2018;

ii) Okiya Omtatah Okoiti -vs- ERC- Petition No. 38 of 2017;

iii) Josephine Washifutswa Nambiro -vs- ERC- ELRC Petition No. 101 of 2078;

iv) John Nganga -vs- Energy Regulatory Commission- High Court- ELRC Petition No. 08 of 2018;

v) Energy and Petroleum Regulatory Authority v Gitson Energy Limited, Cabinet Secretary of the National Treasury,

Ministry of Energy, Central Bank of Kenya, Kenya Power & Lighting Company, Energy Regulatory Commission & Attomey

General- Civil Appeal No. E190 of 2022 and

vi) John Muthomi Mathiu -vs- EPRA & 3 Others-Civil Case No. MCCC/E5986 of 2020.

35. Dividends/surplus remission

Lr accordance with Section 21,9 (2) of the Public Management Act regulation, regulatory entities shall remit into

Consolidated Fund, ninety per centum of its surplus funds reported in the audited financial statements after the end of each

financial year. EPRA had a surplus of Kes2,41,2,828 and remitted Kes 2,171',545 during the year (FY 2020/2021). This

Financial Year the Authority had a surplus of KES 47,942,655 and will remit KES 43,148,390 to the National Treasury.

The surplus Remission has been computed as follows

Surplus For the period
90% Computation

47,942,655
43,148,390

2,412,828
2,771,,545

Payable at the beginning of the year

Paid During the Year

2,171,,545

(2,171.,54s)

Payable at end of the year (43,748,3901

35. Events after the reporting period

There were no material adjusting and non-adjusting events after the reporting period

37. Ultimate and Holding Entity

EPRA is a state corporation under the Ministry of Energy. Its ultimate parent is the Govemment of Kenya.
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18. Notes to The Financial Statements

)

Figures in Kenyan Shilling 2027-2022 2020-202r

38. Cunency

The financial statements are presented in Kenya Shillings (Kshs)
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Appendix I: Progress on Follow uP of Auditor Recommendations

The foltowing is the summary of issues raised by the extemal auditor, and management comments that were provided to the

auditor. We have nominated focal persons to resolve the varieus issues as shown below with the associated time frame within

which we expect the issues to be resolved.

Reference No. on the
external audit Report

A.Report on The
Financial Statements

Issue /
Observations from
Auditor
Inaccuracies in
Property Plant and
Equipment (PPE)

Status:
(Resolved /
Not Resolved)
Resolved

Resolved

Resolved

Resolved

Timeframe

Inaccuracies in
Employee Costs

Unsupported
Expenditure on
Consultanry

B.Report on Lawfulness Irregular
and Effectiveness in Use Expenditure on

of Public Resources Contract for
Monitoring
Domestic Kerosene

Management comments Focal Point person to
resolve the issue (Name

and designation)
A prior year adjusment has Ag. DDF&A
been posted in the annual
financial statement for the

year ended 30th June 2022

and PPE balances for the

year ended 30th fune 2021

Restated

Employee costs include Ag. DDF&A
gratuity pension and other
non-payroll costs

reconciliation from the

payroll reports to the

amount disclosed in
financial statement as

employee costs has been

done
The expenditure of FY Ag. DDF&A
2020 121 disclosed under
consultanry services was
supported by a contract
and the final report for
"Environment, Health and
Safety available for audit
review.
a)The fuel marking and Management

monitoring contract was
varied by USD 510,907.5

with effect from 23rd
March 2020 via a letter
dated 19th March 2020

which was signed by the

DG and addressed to the
contractor. b)Because of
safety concems, EPRA as a

regulator met the cost and
utilised the entire contract
variation amount of USD

51,0,907 .50 towards testing
and monitoring of fuel in
independent and
unbranded stations.
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Appendix I: Progress on Follow up of Auditor Recommendations

Irregular Extension
of LPG Storage and
Cylinder Contract

Unutilised Office
Space

The extension of the Manager Supply Chain
contract was not irregular,
the recommendation of the
Contract Implementation
Committee dated 12 |uly
2020 is attached as (Annex
20)
The contract was
competitively procured as

evidenced by LPG
Evaluation report attached
as (Annex 22)

The office space required Management
remodeling that involved
procurement of a
consultant for interior
design which would result
in floating of another
tender for the contractor.
Both tendering processes

and design of the floor
would require time after
which the winning
contractor required time to
mobilize resources. Covid-
19 impacted the speed of
the contract due to
restricted movement and
disruption of supply chain
for materials used in the
constructiory some of
which were sourced from
outside the country. The
office floor is currently
fully operational.

Resolved

Resolved
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Appendix I: Progress on Follow uP of Auditor Recommendations

Failure to Remit
Surplus Funds To

KRA

Irregular
Appointrnent of the

DG

Irregular Payment
of Retention MoneY

The funds demanded by Management

KRA are atfributed to
purchase of capital items.

Authority reports on
accrual accounting. This
require that capital
expenditures are reported

on the statement of
financial position (balance

sheet) and not in the

income statement. This
results in excess surplus in
the income statement
whidn the Authority nets

off against the capital
items purchased. This has

been a point of departure
whidr the AuthoritY has

been seeking guidance
from the National Treasury

since the funds used to

Purchase capital items are

paid out to the suPPliers.

The Director General was Management

sourced competitivelY as

per The Energy Act
number 1. ot2079.
The completion certificate Ag. DDF&A
was issued on 27th August
2021, rhe final invoice
dated 28th August 2021

submitted on 9th
September 2021 and the

final payment of
Kshs.2358,177.25 made on

10th September 2021 and
not before issuance of the

certificate.

Not Resolved 30 ]une 2023

Resolved
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Appendix I: Progress on Follow up of Auditor Recommendations

Budget control and
performance

Operations of the Management
Authority were greatly
hampered by the Covid-19
Pandemic in the FY
2020 12021,, which affected
both the Authorities
revenue streams and
ability to undertake
various scheduled
activities, which were
either downscaled,
delayed or suspended both
within the Authority and
on the part of service
providers and other
stakeholders.

Resolved

Mr. Daniel Kiptoo Bargoria
Director General

Date:

Appendix II: Projects Implemented by the Entity

The authority did not implement any projects during the Financial year

Appendix III: Recording of Transfers from Other Government Entities

Name of Entity Date received
as per bank

statement

Recurrent

Recurrent

- Recurrent

NatureTotal Amount -

KES

100,000,000

100,000,000

11,200,000

Where Recorded./recognized
Statement of Deferred Total Transfers

Financial lrcome during the
Performance Year

s,817,s07 94,782,493 100,000,000

100,000,000 100,000,000

2,748,560 8,457,340 11,200,000

Ministry of Petroleum and 07/0412022
Mining
Minishry of Peholeum and 13/05/2022
Mining
Energy Act Stakeholders
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The Authority received Ksh 200M and Ksh 11,200,000 from Ministry of Petroleum and Mining and Energy Act Stakeholders
respectively.
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