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KENYA ELECTRICITY TRANSMISSION COMPANY LIMITED

CORPORATE INFORMATION
FOR THE YEAR ENDED 30 JUNE 2021

BACKGROUND INFORMATION

The Kenya Electricity Transmission Company Limited was incorporated on 2 December 2008 and registered under the
Companies Act, Cap 486 pursuant to Sessional Paper No. 4 of 2004. At cabinet level, the entity is represented by the
Cabinet Secretary for Ministry of Energy who is responsible for the general policy and strategic direction of the entity.
The entity is domiciled in Kenya and does not have branches.

PRINCIPAL ACTIVITY

The principal activity of the Company is to design, construct, operate and maintain electricity transmission
infrastructure that forms the backbone of Kenya’s National Transmission Grid, build interconnectors to facilitate
regional power trade, and to wheel electricity to The Kenya Power and Lighting Company Limited and other end
users from generators who produce power in bulk. The Company vision is to be a world-class electricity
transmission Company and the leading inter-connector in Africa. The mission is to provide reliable, efficient and
effective electricity transmission and promote power trade for sustainable socio-economic development.

DIRECTORS

Hon. Capt. Joe Musyimi Mutambu, MBS - Chairman

Eng. (CPA) Antony Wamukota, OGW - Ag. Managing Director

Hon. Amb. Ukur Yatani Kanacho, EGH - Cabinet Secretary, National Treasury and Planning

Maj. Gen (Rtd) Dr. Gordon.O. Kihalangwa,CBS -Principal Secretary, Ministry of Energy( Appointed w.e.f 30/09/2021)
Dr.Eng. Joseph K. Njoroge - Principal Secretary, Ministry of Energy (Ceased w.e.f 30/09/2021)

Arch.Kariuki Muraya
Mr. Joakim K. Kamere
Mrs. Grace W. Ndugu
Mr. Phillip Mongony
Mrs. Lizzie Chongoti

Mr. Joseph M. Kariuki - Alternate to Hon. Amb. Ukur Yatani
: ) : - Alternate to Maj. Gen (Rtd) Dr. Gordon.O. Kihalangwa(Ceased w.e.f 2
Eng. Julius Mwathani 5/11/2021)
-Alternate to Maj. Gen (Rtd) Dr. Gordon.O. Kihalangwa (Appointed
Eng. Thomas Karungu w.e.f25/11/2021
SECRETARY

CS. Lydia Sitienei

Certified Public Secretary (Kenya)

Popo Lane, Off Red Cross Road, South C
P. O. Box 34942 - 00100

Nairobi

PRINCIPAL OFFICE

Kawi Complex, Block B,

Popo Lane, Off Red Cross Road, South C
P. O. Box 34942 - 00100

Nairobi

PRINCIPAL AUDITOR

Auditor General

The Office of the Auditor General
Anniversary Towers, University Way
P. O. Box 30084 - 00100

Nairobi

DELEGATED AUDITOR

Deloitte & Touche LLP

Certified Public Accountants (Kenya)
Deloitte Place, Waiyaki Way, Muthangari
P.O. Box 40092 - 00100

Nairobi
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BANKERS

Kenya Commercial Bank Limited
Moi Avenue

P. O. Box 30081 - 00100

Nairobi

Co-operative Bank of Kenya Limited
Upper Hill

P. O. Box 48281 - 00100

Nairobi

Citibank Kenya

Upper Hill

P.O. Box 30711 - 00100
Nairobi

NCBA Bank Kenya
Upper Hill

P. O. Box 30437 - 00100
Nairobi

Standard Chartered Bank

Level 5, Standard Chartered at Chiromo
P.O. Box 30003-00100

Nairobi

Stanbic Bank

Stanbic Bank Centre
P.O. Box 72833-00200
Nairobi

PRINCIPAL LEGAL ADVISORS
The Attorney General

State Law Office

Harambee Avenue

P.O. Box 40112

City Square 00200

Nairobi, Kenya




KENYA ELECTRICITY TRANSMISSION COMPANY LIMITED

THE BOARD OF DIRECTORS

Hon. Capt. Joe Musyimi Mutambu — Chairman, Independent and
Non-executive

Hon. Capt. Joe Musyimi Mutambu, MBS joined the board on 20" April
2021 and is KETRACO'’s fourth Chairman. Born in 1967, the chairman
has vast experience as a Community Development Manager with strong
awareness of public mobilization and sports management as well as
Public Sector Boards Management.He has previously served as the
Member of Parliament for Mwingi Central Constituency as well as
Member of Parliament Departmental Committee on Energy, Transport,
Information, Communication and Public Works and Procedure and House
Rules Committee, from 2013 to 2017.

He is also a proprietor of medium sized enterprises specializing in
engineering, construction, broadcasting and telecommunications. He is
also the chairman of Water Resources Authority

Eng. (CPA) Antony Wamukota, OGW — Ag. Managing Director,
Executive and Non independent

Eng. Wamukota joined the board on 28" January 2022. Born in 1973, he
holds a Bachelor’s degree in Civil Engineering from Jomo Kenyatta
University of Agriculture & Technology (JKUAT). He is a certified Public
Accountant of Kenya (CPA, K).

He has twenty (20) years cumulative working experience in the public
sector where he has gained extensive experience in management of projects
mainly funded by foreign development partners in the electricity subsector.
He has previously worked with the Ministry of Roads and Public Works
from 1998 to 2009 before joining KETRACO in 2010. He is registered by
the Engineers Board of Kenya, (EBK) as a Professional Engineer and is a
Corporate Member of the Institution of Engineers of Kenya, (IEK).

Maj. Gen (Rtd) Dr. Gordon .O. Kihalangwa, CBS, Principal
Secretary, The Ministry of Energy, Non independent and Non-
executive

Maj. Gen (Rtd) Dr. Gordon .O. Kihalangwa, CBS joined the board on 1%
October 202 1after appointment as Principal Secretary in the Ministry of
Energy. Born in 1956,the PS had served as the Director for Immigration
services from 2014 until March 2018 when he was appointed as the
Principal Secretary, State Department for Immigration and Citizen
Services, in the Ministry of Interior and Coordination of National
Government. He also had a short stint as Principal Secretary, Ministry of
Defence in August 2019, he was reassigned in the same capacity to the
State Department for Public Works in the Ministry of Transport,
Infrastructure, Housing, Urban Development and Public Works in 2019.
Prior to joining the Civil Service, he worked in the Military which he
joined as a Cadet Officer close to 40 years ago. He diligently served and
worked his way through the ranks in the military and rose to the rank of
Major General and was appointed to the position of Assistant Chief of
General Staff in-charge of Personnel and Logistics. He retired as a Major
General in 2014 after close to 33 years of Service.

During his time in the Military, Maj. Gen (Rtd) Dr. Kihalangwa
underwent various military courses and Strategic Leadership training,
locally and internationally. He is an Alumni of the National Defence
College (K), National Defence College ‘ensp’ (RSA) and Defence Staff
College (K). He holds a PhD and a Master’s degree in International
Studies and Diplomacy from Washington International University (WIU)
in the United States of America. He further holds a Diploma in Strategic
Studies and a Diploma in International Studies both from the University
of Nairobi (UoN).
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THE BOARD OF DIRECTORS

Hon. Amb. Ukur Yatani Kanacho, EGH, Cabinet Secretary, The
National Treasury and Planning, Non independent and Non-
executive

Hon. Amb. Ukur Yatani Kanacho, EGH, has over 27 years’
experience in public administration, politics, diplomacy and
governance. Born in 1967, the CS served as a pioneer Governor of
Marsabit County, the largest County in the Republic of Kenya. Hon.
Yatani also served as Kenya’s Ambassador to Austria with
Accreditation to Hungary and Slovakia and Permanent
Representative to the United Nations in Vienna. He held senior
leadership positions at various diplomatic and international agencies
such as International Atomic Energy Agency (IAEA), United
Nations Organization on Drugs and Crimes (UNODC) among
others.

Hon. Yatani holds a Master of Arts in Public Administration and
Public Policy, University of York, United Kingdom, 2005; and
Bachelor of Arts in Economics, Egerton University, Kenya, 1991.

Mr. Joakim Kamere — Director, Independent and Non-executive

Mr. Kamere joined the Board on 17th April 2015. Born in 1968,
Joakim is a corporate commercial lawyer with a wealth of over 16
years’ experience in corporate governance, structuring companies,
drafting commercial agreements, perfection of bank securities, and
legislative drafting.

Mr. Kamere, is the Managing Partner at Kiarie Kamere & Co.
Advocates. He holds a Bachelor of Laws degree from the University
of Nairobi, is an Advocate of the High Court of Kenya, a Notary
Public, a Commissioner for Oaths, and a Certified Public Secretary
- CPS (K).

Mrs. Grace Ndugu-Director ,Independent and Non-executive
Grace joined the Board on 17th April 2015. Born in 1960, Grace is
the chair of board audit and risk committee. She has over 25 years
of experience in Justice and Peacebuilding, including 10 years with
the National Council of Churches of Kenya and 15 years with the
Catholic Relief Services.

She is skilled in project management, integration of peacebuilding
into development, protection, inter-religious dialogue, negotiations,
mediation and reconciliation. She has a competency in policy
formation/reviews, institutional capacity strengthening, research and
strategic & contingency planning.

Grace holds a Master of Science (MSc) in Development
Administration and Planning, with a concentration in Political
Development from Bristol University, UK. She is an alumnus of the
Eastern Mennonite University’s Summer Peacebuilding Institute at
the Eastern Mennonite University and has also attended various
international and national peacebuilding, governance, human rights
and protection trainings.

Prior to joining the Civil Society, Grace worked for 10 years at the
High Court of Kenya and the Ministry of Constitutional and Home
Affairs.
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THE BOARD OF DIRECTORS

Mrs. Lizzie Chongoti - Director, Independent and Non-executive

S Lizzie Chongoti joined the Board on 8th February 2019.Born in 1967,
Lizzie is the chair of finance, strategy and risk management board
committee. She has over 20 years of experience in delivering
development programs in the government and non-government sectors.
Mrs. Chogoti is currently an International Development Consultant
having successfully concluded a three year contract at the Kenya Film
Commission (KFC) as the CEO. Prior to joining KFC, she was the
Country’s Director of Heshima Kenya, an Executive Director of the Hilde
Back Education Fund (HBEF) and in-charge of the Ford Foundation
International Fellowships Programme (IFP) in Kenya. Mrs. Chongoti has
served in various Boards including the Grants Committee of the ICT
Authority, the Legal Resources Foundation (LRF), Twaweza
Communication, the District Education Board - Kipkelion, Kipkelion
Girls” Secondary School, a member of the steering committee — British
Council Leadership Forum and the Association of International Educators
(NAFSA). She holds a Master of Science in Education from the
University of Bristol (UK), a Bachelor of Education (Science) from
Kenyatta University and a Higher Diploma in Human Resource
Management. She is a member of the Kenya Association of Fundraising
Professionals and the Institute of Directors (IoD).

Mr. Philip Mongony - Director, Independent and Non-executive

Philip joined the Board on 17th April, 2015. Born in 1954, Phillip is the
chair of staff and remuneration board committee. He has over 30 years’
experience in Human Resources practice and Consultancy. He has
worked with the Directorate of Personnel Management, Office of the
President, Kenya National Trading Corporation and East African Portland
Cement as the Head of Human Resource before moving to Consultancy
in Human Resources and Real Estate Business.

Philip holds a Master of Personnel Management (MPM) and a Bachelor
in Commerce (Business Administration Option). He is also a member of
the Kenya Institute of Personnel Management.

Arch. Kariuki Stephen Muraya, Independent and Non-executive

Arch. Muraya joined the Board on 18th December 2015. Born in 1973,
Arch Muraya is the chair of technical board committee. He has over 17
years’ experience in architecture having handled projects such as the
Uchumi Supermarket, Bombolulu Mombasa branch, the Enashipai Resort
& Spa and the Doctors’ Plaza for the Nairobi Hospital among others.
Stephen is currently a partner with Aaki Consultants, Architects & Urban
Designers.

Arch. Muraya holds a Bachelor of Architecture degree from the
University of Nairobi and a Master of Science degree in Project
Management (Construction & Infrastructure) from the University of
Liverpool. He is also a member of the Architectural Association of Kenya
(AAK) and the Board of Registration of Architects and Quantity
Surveyors (BORAQS).
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KENYA ELECTRICITY TRANSMISSION COMPANY LIMITED

Eng. Julius Mwathani (Alternate Director to Dr. (Eng.) J. Njoroge,
MBS), Non-independent and Non-executive

Born in 1960, Eng. Mwathani has wide experience in public sector
management, having worked for more than 22 years in various senior
positions in Government. He joined the board on 27" January 2020.

He holds a Bachelor of Science degree in Mechanical Engineering and an
Executive Master of Business Administration degree.

Eng. Mwathani is registered by the Engineers Registration Board of
Kenya and is a member of the Institution of Engineers of Kenya (IEK).

Mr. Joseph M. Kariuki (Alternate Director to Hon. Ukur Yatani),
Non-independent and Non-executive

Born in 1968, Joseph joined the Board on 30th September 2019 as
Alternate to Cabinet Secretary, National Treasury & Planning. He is an
Economist by profession with over 26 years’ experience working in
various Departments of Government.

For the last 14 years Mr. Kariuki has been working at the National
Treasury where part of his key assignments include monitoring
performance of public enterprises and investments of the national
government as well as providing advice on the public investment policy.
Joseph holds an MA (Economics) from the University of Nairobi and is
currently also the Alternate Director at Agriculture & Food Regulatory
Authority (AFRA) and Kenya Petroleum Refineries Limited (KPRL).

B e

Ms. Lydia Sitienei — Company Secretary & General Manager, Legal
Services, Non independent

Lyvdia Sitiencei is an Advocate of the High Court of Kenya. Commissioner
for Oaths. a Certified Secerctary  and  Governance  Auditor  with
demonstrated knowledge and over 135 years of professional experience in
the practice of corporate and commercial law within the Financial
Services. Real Estate. Insurance. Pensions and Energy Scctors.

Born in 1981. Ms. Sitienei joined KETRACO in August 2017 as Manager
l.egal Services (Commercial. Compliance &  Secretariat)  and was
appointed Company Secretary & General Manager Legal Services in July
2021. Prior to joining KETRACO. she worked at the CPF Group of
Companics & LAPTRUST as the Group Head of Legal and Company
Sceretary. She also served as a Standing Committee member of the East
and Central Africa Social Security Association (ACASSA) and an expert
for the East African Community (EAC) on EAC Pensions and Insurance
Sectors Integration.

She holds a master’s degree in Public Policy & Management from
Strathmore University Business School (SBS). Bachelor of Laws Degree
from the University of Buckingham (UK). Postgraduate Diploma in Law
from the Kenya School of Law and is a Certified Secretary (CS-K). She
has also trained at the New York University (NYU) Robert . Wagner
Graduate School of Public Service.

Sheis a member of the Law Society of Kenyva (LSK). Institute of Certified
Secretaries of Kenva (1CS). Chartered Institute of Arbitrators (CiArb)
Kenya Branch. East Africa Law Society (EALS) and Institute of Directors
(10OD-K)
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KENYA ELECTRICITY TRANSMISSION COMPANY LIMITED

Eng. (CPA) Antony Wamukota, OGW — Ag. Managing Director

Eng. Wamukota holds a Bachelor’s degree in Civil Engineering from
Jomo Kenyatta University of Agriculture & Technology (JKUAT) and is
knowledgeable in accounting matters, having attained the CPA (Final)
certificate.

He has twenty (20) years cumulative working experience in the public
sector where he has gained extensive experience in management of
projects mainly funded by foreign development partners in the electricity
subsector. He has previously worked with the Ministry of Roads and
Public Works

from 1998 to 2009 before joining KETRACO in 2010. He is registered by
the Engineers Board of Kenya, (EBK) as a Professional Engineer and is a
Corporate Member of the Institution of Engineers of Kenya, (IEK).

Dr. (Eng.) Joseph Siror, PhD
General Manager, Technical Services

Dr. (Eng.) Siror holds a Doctorate of Philosophy in Engineering from
Shanghai Jiaotong University (China) majoring in Radio Frequency
Identification (RFID), a key technology for intelligent systems. He has a
Bachelor of Science in Electrical Engineering and Master in Business
Administration from the University of Nairobi. He previously worked as
a Director of Science, Technology Innovation and Communication at the
National Economic and Social Council (NESC). He also served as a
Senior Assistant Commissioner at the Kenya Revenue Authority (KRA),
where he spearheaded several infrastructure and technology projects
including the X-ray Cargo Scanning for non-intrusive inspection of cargo
at Kilindini Port and Electronic Cargo Tracking System for tracking
transit cargo. Dr. (Eng.) Siror also worked at Kenya Posts and
Telecommunications Corporation where he was part of the team that were
trained in the United Kingdom for introduction and rollout of digital
leased lines in the country. He is a member of Institute of Electrical and
Electronics Engineers (IEEE), a licensed Professional Electrical Engineer
with Engineers Board of Kenya (EBK) and a Corporate Member of the
Institute of Engineers in Kenya (IEK).

CPA Tom Imbo
General Manager, Finance

CPA Tom Imbo holds a Master of Business Administration-Finance and
a Bachelor of Education (Economics, Business Administration) degrees
from Kenyatta University. He is a certified Public Accountant of Kenya
(CPA, K) and serves as a member of Member Services Committee of
ICPAK.

CPA Imbo has over 15 years’ experience in financial management in the
private and public sectors. Prior to joining KETRACO he was the Head of
Management Accounts at United States International University (USIU).

Dr. (Eng.) John M. Mativo, CE, FIEK- General Manager, Project
Development Services

Dr. (Eng.) John Mativo has more than twenty (20) years cumulative
working experience in both the public and private sector accumulating
extensive experience in research, design, construction supervision and
contract management. He has worked with KETRACO since 2010 as the
Head of Technical Services, where he was involved in the design and
construction of 4,800km of high voltage transmission lines, 48 new
substations and extension of 28 existing substations.

He is responsible for formulating new high voltage transmission
infrastructure and carrying out Monitoring and Evaluation of ongoing
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projects. Prior to joining KETRACO, Dr. (Eng.) Mativo worked with H.P.
Gauff Consulting Engineers, Ministry of Roads and Public Works and
later as a Consultant for European Union funded projects in the Local
Government.

He holds a Bachelor’s degree in Civil Engineering from the University of
Nairobi, a Master’s degree in Structural Engineering from Tongji
University (China) and a Doctorate of Philosophy degree in Civil
Engineering from Tokyo Metropolitan University (Japan). Dr. (Eng.)
Mativo is a Registered Engineer (ERB) and a Corporate Member of the
Institution of Engineers of Kenya (IEK).

Ms. Lydia Sitienei — Company Secretary & General Manager, Legal
Services

Ms. Sitienei is an Advocate of the High Court of Kenya, Commissioner
for Oaths, a Certified Secretary and Governance Auditor. She joined
KETRACO in August 2017 as Manager Legal Services (Commercial,
Compliance & Secretariat) and was appointed as the Acting Company
Secretary & General Manager Legal Services in November 2020. Prior to
joining KETRACO, she worked at the CPF Group of Companies &
LAPTRUST as the Group Head of Legal and Company Secretary. She
also served as a Standing Committee Member of the East and Central
Africa Social Security Association (ACASSA) and an expert for the East
African Community (EAC) on EAC Pensions and Insurance Sectors
Integration.

She holds a master’s degree in Public Policy & Management from
Strathmore University Business School (SBS); Bachelor of Laws Degree
from the University of Buckingham (UK); Postgraduate Diploma in Law
from the Kenya School of Law; Certified Secretary (CS-K); and
Accredited Governance Auditor. She has also trained at the New York
University (NYU) Robert F. Wagner Graduate School of Public Service.

She is a member of the Law Society of Kenya (LSK), East Africa Law
Society (EALS), Institute of Certified Secretaries of Kenya (ICS), Institute
of Directors (I0OD-K), and the Chartered Institute of Arbitrators (CiArb) —
Kenya Branch.

Dr. Lawrence Njogu Kimando— General Manager, Strategy Research
and Compliance

Dr. Lawrence Njogu Kimando Ph.D is a highly experienced Strategic
Management professional with more than twenty years of hands-on
experience in strategic analysis, research, entrepreneurship, monitoring &
evaluation, among others.

He has previously worked in ICT Authority as the Head of Corporate
Planning, Research & Innovation as well as the National Sports fund and
Goodit International Limited. He has published several academic journals
and is a holder of Doctorate of Philosophy (Ph.D) in Entrepreneurship,
Master of Science (Msc) in Entrepreneurship and Master of Business
Administration (MBA - Strategic Management) from JKUAT. He is also
a holder of Bachelor of Education (B.Ed) in Business Studies and
Mathematics from the University of Nairobi.

Dr. Kimando is also a full member of Kenya Institute of Management
(KIM) and Society of Educational Research and Evaluation in Kenya
(SEREK)
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KENYA ELECTRICITY TRANSMISSION COMPANY LIMITED

CPA, Moses M. Mulonzia
Senior Manager, Internal Audit & Risk

CPA Mulonzia is a Finance and Risk Management specialist with over 13
years’ experience spanning both the private and public sector. He is an
expert in Internal Audit, Risk Management, Financial Management, Fraud
investigations and Information System Audit. Before joining KETRACO,
he served as the Head of Internal Audit and Risk Management at Kenya
Wildlife Service (KWS) where he was part of the turnaround management
team. He was instrumental in institutionalization of Risk Management and
Balanced Scorecard performance management system. He has also worked
at Jubilee Insurance Company (K) Limited as an Internal Auditor, Data
Centre and as Chief Accountant, United Insurance where he served in
Finance and Internal Audit Departments.

CPA Mulonzia holds a Bachelor of Commerce in Finance from Catholic
University of Eastern Africa and a Master of Business Administration
Strategic Management degree from Jomo Kenyatta University of
Agriculture and Technology (JKUAT). He also holds a Diploma in
Forensic Accounting among other Leadership and Integrity certificates.

He is a Certified Public Accountant-CPA(K, Certified Information
Systems Auditor (CISA) and a Certified Internal Auditor (CIA). He is also
a member of Institute of Certified Public Accountants Kenya (ICPAK),
Institute of Internal Auditors (IIA-K), Kenya Institute of Management
(KIM) and Information Systems Audit and Control Association (ISACA).

Mr. Peter M. Njehia
Senior Manager, Supply Chain

Mr. Njehia has a Bachelor of Arts and Master in Business Administration
degrees from Egerton University, Post Graduate diploma in Supply Chain
Management from Jomo Kenyatta University of Agriculture and
Technology (JKUAT), as well as a professional Procurement and Supply
Management Diploma (CIPS). He has previously worked as a Procurement
Officer at Egerton University, Head of Supply Chain at the Laikipia
University and Head of Supply Chain Management at the National
Environment Management Authority (NEMA). He has been instrumental
in successful procurement and implementation of electricity transmission
infrastructure projects in Kenya. He is a Licensed Supply Chain
Management Practitioner by Kenya Institute of Supplies Management
(KISM) and is a Member of KISM and Member of the Chartered Institute
of Procurement and Supply (MCIPS).

Mrs. Regina Kemboi
General Manager, Human Resource and Administration

Ms. Regina Kemboi holds a Master’s degree in Human Resource from Moi
University, a higher diploma in Human Resource from Institute of Human
Resource Management and a Bachelor of Business Administration from
Kenya Methodist University. She has attended various Management
courses both locally and internationally. Prior to joining KETRACO as a
Manager Administration, Ms. Regina worked as a Senior Administrative
Officer at the Kenya Urban Roads Authority (KURA), Administration
Officer at the Kenya Civil Aviation Authority (KCAA) and Kenya College
of Communications and Technology (KCCT-Mbagathi) currently Multi
Media University.

She is a member of Institute of Human Resource Management (IHRM).
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KENYA ELECTRICITY TRANSMISSION COMPANY LIMITED

CHAIRMAN’S STATEMENT FOR THE YEAR ENDED 30 JUNE 2021

Dear Shareholder,
Welcome to our Annual Report for 2021.

On behalf of the Kenya Electricity Transmission Company (KETRACO) Limited Board of Directors, it gives me
great pleasure to present to you the Company’s Annual Report for the year ended 30 June 2021.

The challenges of Corona Virus Disease (COVID -19) mean that we are again unable to attend our AGM in person.
The COVID 19 disruption remain unforgettable, unprecedented, and unparalleled. The pandemic has turned the
World upside down, forcing nations to go for either partial or total lockdowns.

When I presented the previous Annual Report, we had not fully comprehended the depth and even the length of
COVID 19 economic meltdown.

During the early days of the pandemic the outlook appeared bleak for businesses around the World. KETRACO was
not immune to these challenges.

The disruption, however, came with some positive indices; entities have been forced to re-engineer by accelerating
the pace of digital transformation.

The Company demonstrated remarkable resilience and resourcefulness as Staff and Management embraced new
ways of working, including working from home, and introducing a duty roster so that the number of staff in the
office remained lean, for the better part of the year.

We welcome and celebrate the discovery, development, and rollout of Covid -19 vaccines while also recognizing the
new variants of the pandemic that have become a risk to the current efforts to deal with this threat to our livelihoods.
Thus, the safety and well-being of our employees, families, partners, clients, and other stakeholders across all our
projects remain our top priority in line with the guidelines issued by the Ministry of Health. We will continue to
offer our support to stakeholders, sector agencies and the Government.

Activities during the year

The Company has embarked on a digital transformation journey necessitating significant investments in our
operating modules. We have seen the development of digital platform; Integrated Location Intelligent System
(ILIS). The new system provides a modular, extendable, and scalable software architecture with robust enterprise
geodatabase that ensures automation of key business process and enhances sharing of information across all
departments within KETRACO.

The Company can report major milestones such as the completion of the 45 Km of 123kV Mwingi-Kitui line in
March-2021 and Olkaria — Lessos — Kisumu project which consisted of 219km, 400kV double circuit transmission
line from Olkaria to Lessos, a 74Km 220kV transmission line from Lessos to Kibos and a 9.1km 132kV
transmission Line from Kibos to Mambo Leo. The project is expected to improve power supply in Western Kenya
and scheduled for official Commissioning soon. This brings the total transmission infrastructure owned by
KETRACO to 2,704 km.

We also expect to reap the full potential of the ongoing works on projects that are meant to enhance reliability of
power supply in the country, reduce transmission losses and address cases of low voltages such as Nairobi Ring and
Associated Substations, Mariakani 400/220kV Substation, System Reinforcement projects such as Isinya 400/220kV
& Nairobi North 220/66kV substation and Regional Interconnection Projects such as 132km 400kV Lessos-Tororo
line (Kenya-Uganda Interconnector) ,612km 500kV Eastern Electricity Highway Project (Ethiopia-Kenya
Interconnector) and 96 km 400kV Kenya-Tanzania Interconnector respectively which are in their final stages of
completion.

We have had to review the due dates of various Transmission Line Projects due to challenges posed by COVID-19
pandemic, wayleaves and survey issues and budgetary constraints.

Performance Review

The Company’s asset base has continued to grow and rose from KShs 195,272 million in the 2020 financial year to
KShs 219,853 million in financial year 2021. The Company received project funding amounting to KShs 13,020
million from external sources and KShs 6,816 million from the exchequer in the financial year under review. The
total income during the year under review amounted to KShs 5,269 million while the total operating expenses was
KShs 4,522 million compared to KShs 5,460 million and KShs 6,092 million, respectively, in 2019 - 2020.
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Outlook

The Company has planned short term projects that include 220kV Mariakani Dongo Kundu, 400/132kV Makindu

substation, National System Control Centre, 400/220kV Kimuka substation and STATCOMs for Suswa and Rabai
substations that will have positive deviation on our core mandate. These projects will also improve reliability and

increase power quality in different parts of the Country.

Appreciation

The year has been very challenging and the measures we took to sustain the Company’s operations would not have
been possible without the continued support of my fellow Directors. I wish to thank them for their splendid
contribution.

As we conclude this period on a strong note, I want to take this opportunity to thank you all for your unwavering
support during the most turbulent of times. The superb response from everyone at KETRACO as well as our
stakeholders, ensured that we go through this stronger together.

Finally, my heartfelt gratitude goes to my predecessor Hon. Eng. James Rege under whose watch most of these
developments took place, fellow Directors, Management and Staff of KETRACO for their sacrifices and efforts that
enabled the Company to stay afloat through the challenging times. This would not have been possible without the
support and commitment of our stakeholders.

HON. CAPT. JOE MUSYIMI MUTAMBU, MBS
CHAIRMAN
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KETRACO has effectively continued to deliver its primary mandate of planning, designing, constructing, owning,

o operating, and maintaining high voltage transmission lines both at the country level and in the East African region
through cross border interconnectors since its establishment in December 2008. The transmission lines have varying
objectives, ranging from increasing power reliability, provision of alternative supply routes, connecting new unserved
load centres, strengthening the transmission network, interconnection, and evacuation of power from new generation
plants. With energy being an enabler in the Big Four Agenda Initiatives and the Kenya Vision 2030, this expansion
and strengthening of the transmission grid has facilitated economic growth and development by supporting

3 manufacturing industries, affordable housing programmes, universal healthcare services and food security systems.

During the year under review, a major milestone that was realised is the completion of 617.8km 400/220/132kV
Olkaria-Lessos-Kisumu transmission line and commissioning of the Kibos Substation. The completion of this project
is expected to enhance stability and reliability of power supply and evacuate power from Olkaria geothermal plants to
Western region. The Company also commissioned 220/66kV Athi River Substation. The substation will provide an
alternative supply to the Nairobi region, evacuate power from Olkaria to Nairobi and facilitate power exchange

@ between the neighbouring countries. This brings the total transmission lines network constructed and owned by
KETRACO to 4,105.7km in circuit length. Construction of other key transmission projects totalling to 3,120km in
circuit length continued during the year. These include the 500kV HVDC Eastern Electricity Highway Project, 400kV
Kenya — Tanzania Power Interconnection Project, 132kV Isinya-Namanga transmission line, 132kV Lessos-Kabarnet,
132kV Olkaria-Narok, 132kV Nanyuki-Rumuruti and 132kV Kitui-Wote lines.
In the year ending June 2021, KETRACO generated KShs 17.56 billion in Appropriation in Aid against an annual
target of KShs 29.42 billion. The Appropriation in Aid comes from wheeling and fibre revenues and development

L budget allocated by the National Treasury. The annual absorption rate of Government of Kenya and Internally
generated funds was at 69%, a 10.5% increase from the previous year’s rate of 58.5%. The Company was also able to
absorb KShs. 14,760 million of externally mobilized resources against a target of KShs. 26,682 million, realising an
absorption rate of 55%. The failure to meet the financial targets was attributable to delays in implementation of
planned activities due to effects of COVID-19 pandemic on both exchequer development budget as well as recurrent
budget related activities such as consultancies and trainings, wayleaves challenges that delayed projects

® implementation and delayed disbursement of funds by the National Treasury.
The growth in electricity transmission network over the last five years is depicted in Figure 1 below.
Figure 1: Circuit Length of High Voltage Transmission Network: 2016/17- 2020/21

< cad 4.106

2016/2017 2017/2018 2018/2019 2019/2020 2020/2021
Financial Year

The ongoing projects are categorized into different objectives namely, regional interconnection, electricity access,
power evacuation and system strengthening. The various projects under each category are briefly discussed below.

I. System Strengthening Projects
Once complete, these projects will increase supply of reliable power by stabilising voltage levels and reducing
transmission losses. These projects include: -
. Nairobi Ring Associated Substations
The remaining project scope entails the construction of 220/66 2x200MV A Malaa and Ngong (Kimuka)
substations. The project’s main objective is to provide alternative substations to supply Nairobi and
® evacuate power from Olkaria to Nairobi. The project is 89% complete and is expected to be complete by
December 2021.
. 400/220 kV Mariakani Substation
The project involves the construction of a 400/220kV 4x200M VA substation at Mariakani. The project’s
objective is to step up voltage to 400kV for the existing 220kV Mombasa — Nairobi Transmission Line to
improve power transfer capacity, adequacy, and security to the coastal region. The project is 62% complete
and is expected to be complete by June 2022.
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IL.

I11.

Regional Interconnection Projects
These are projects meant to facilitate power trade in the Eastern Africa Power Pool and eventually with the
Southern Africa Power Pool.

264km 400kV Lessos-Tororo line (Kenya-Uganda Interconnector)

The project’s scope entails construction of a 264km 400kV double circuit line from Lessos to Tororo,
extension of Lessos Substation (220kV and 132kV switchyards) and installation of 2x90MV A transformers.
The interconnector between Kenya and Uganda will allow for trade between the two countries and other
neighbouring countries. The project is 55% complete, with the expected completion date to be decided after
procurement of a new contractor.

1224km 500kV Eastern Electricity Highway Project (Ethiopia-Kenya Interconnector)

The scope of the project includes design and construction of a 1224km 500kV HVDC transmission line, a
2000MW bipolar convertor Station and 400kV Substation at Suswa and extension of existing Suswa
substation. The project aims to facilitate power exchange between Ethiopia and Kenya and is expected to be
complete by December 2021.

192 km 400kV Kenya-Tanzania Interconnector

The project scope entails construction of 96km, 400kV double circuit line from [sinya to Namanga for the
Kenyan section. The project’s objective is to connect the Eastern Africa Power Pool to the Southern Africa
Power Pool since it is part of the larger Kenya -Tanzania -Zambia interconnector. The project is 85%
complete and is expected to be complete by September 2021.

Electricity Access Projects
These projects are expected to enhance access to electricity within the country and reduce power outages. These
includes:

278km 132kV Power Transmission system im provement projects

These projects include 65km Lessos-Kabarnet, 68km Olkaria-Narok, 79km Nanyuki-Rumuruti and 66km
Kitui-Wote lines with substations at Kabarnet, Narok, Kitui, Wote and Rumuruti. The projects are expected
to connect load centres of Rumuruti, Kabarnet, Narok, Kitui and Wote to the national grid to improve access
to reliable power. They are 94% complete and expected to be completed by December 2021.

69km 132kV Sondu — Ndhiwa (Homa Bay/Ndhiwa)

The project scope entails a 69km 132kV transmission line from Ndhiwa to Sondu and a 132/33kV 23MVA
substation at Sondu. The project is expected to improve electricity reliability in Migori and Homabay
Counties. The projects construction progress is at 79% and is expected to be complete by December 2022.
Skm 132kV Nanyuki — Isiolo 132kV Underground cable

The project entails the construction of a 5km underground cable, which is part of the Nanyuki Isiolo project
Construction works for the cable section are yet to start. The project aims at improving quality of power
supply, meet growth demand and increase accessibility in Nanyuki, Isiolo and its environs and should be
complete by December 2022.

96km 132kV Isinya — Namanga

The project entails the construction of a 96km line from [sinya to Namanga, with 132/33kV substations
works at Isinya and Namanga. The objective of the project is to connect load centres of Isinya and Namanga
to the National Grid to improve access to reliable power. The project is 80% complete and is expected to be
complete by September 2021.

70km 132kV Nanyuki — Isiolo

The transmission line with 132/33kV substations at Nanyuki and Isiolo project will connect load centre of
[siolo to the national grid to improve access to reliable power and provide an alternative transmission supply
route to Nanyuki. It is 93% complete and is scheduled for completion by June 2022.

120km 132kV Sultan Hamud — Merueshi-Loitoktok

The projects scope entails construction of a 123km 132kV line from Sultan Hamud to Loitoktok and a
substation at Oloitoktok. The project’s objective is to connect load centres of Oloitoktok and improve access
to reliable power. The project is 28% complete and is scheduled for completion by June 2022.

240km 220kV Garsen -Bura-Hola ~Garissa

The project consists of a 240km 220kV line, substations at Garissa and Hola and/or Bura, and an extension
bay at Garsen. The project will improve access to reliable power in the load centres of Garissa, and Hola.
The project is 3% complete with a target completion of March 2022.
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II1.

IV.

V.

Electricity Access Projects (continued)

134km 132kV Rabai-Bomani-Kilifi
The 134km transmission line with a 132/33 2x45MVA substation at Bomani will increase power access

through reinforcement of the grid in the coastal region. It is 10% complete and is expected to be complete by
June 2022.

50km 132kV Awendo- Isebania

The project consists of a 50km line through Migori and a new Substation at Isebania and will enhance
electricity access around Migori and its surroundings. The project is 15% complete and is expected to be
complete by June 2022.

40km 400kV Isinya-Konza

The project entails a 40km 400kV line with substations at Konza and a bay extension at Isinya. Once
complete, it will increase access to reliable power at Konza, Isinya and its environs. It is 15% complete and
is scheduled for completion by June 2022.

150km 220kV Kamburu-Embu -Thika

The project comprises of a 150km 220kV line from Kamburu to Thika, new substations at Embu and Thika
and a bay extension at Kamburu. The project aims to supply the loads of Embu (Kutus) and Thika from the
power available from Kamburu. It is 10% complete and is expected to be complete by June 2022.

Uplands (Maai Mahiu) substation
Construction of the Maai Mahiu 132/66kV 2x60MV A substation is currently 10% complete and is scheduled
for completion by June 2022.

Power Evacuation projects
135km 220kV Turkwel — Ortum — Kitale
The project scope is the construction of a 135km line from Turkwel to Kitale and 220kV substations at
Ortum and Kitale. The line section is complete. Erection works at Kitale substation are complete, with the
control building 58% complete. Erection of gantry and support structures at Ortum substation is complete.
The project is expected provide an alternative transmission evacuation route for Turkwel power plant and to
connect load centres of Ortum to the national grid. The whole project is expected to be complete by March
2022.

Planned Projects
KETRACO, in its long-term Transmission Master Plan, has developed a 20-year transmission expansion
plan indicating projects expected to be implemented on a yearly basis. Between the period 2021 - 2040,
about 10,869km in circuit length of transmission lines and 12,782 MVA of substation capacity have been
planned.

. (CPA) ANTONYSWAMUKOTA, OGW

Ag. MANAGING DIRECTOR
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KENYA ELECTRICITY TRANSMISSION COMPANY LIMITED

STATEMENT OF PERFOMANCE AGAINST PREDETERMINED OBJECTIVES
FOR THE YEAR ENDED 30 JUNE 2021

Section 81 Subsection 2 (f) of the Public Finance Management Act, 2012 requires the accounting officer to include in
the financial statement, a statement of the National Government entity’s performance against predetermined objectives.

KETRACO has 6 strategic themes and objectives within the current Strategic Plan for the FY 2018/19- FY 2022/23.
These strategic themes are as follows:

e Theme I

e Theme 2:
e Theme 3:
e Theme 4:
e Theme5:
e Theme 6:

Transmission Infrastructure Planning and Development
Transmission Network Operation and Maintenance
Power Management

Financial Mobilization and Sustainability

Organizational Capacity and Governance
Stakeholder Engagement

KETRACO develops its annual work plans based on the above 6 Themes. Assessment of the Board’s performance
against its annual work plan is done on a quarterly basis. KETRACO achieved its performance targets set for the FY
2020/2021 period for its 6 strategic themes as indicated in the diagram below:

Strategic Objective Key Performance | Activities Achievements
Theme Indicators
Transmission | To timely | ¢  Number of | « Undertake three 617.8km
Infrastructure | build a feasibility study feasibility studies 400/220/132kV
Planning and | reliable, reports e Carry out pre- Olkaria-Lessos-
Development | efficient and | ¢ Number of feasibility studies to Kisumu transmission
effective prefeasibility study develop project line was completed and
electricity reports. concepts energized
transmission e Length of Kms of | e Construct high 99km 132kV Kenya
infrastructure transmission lines voltage power Power Transmission
constructed transmission lines System Improvement
e Number of | ¢  Construct high Project constructed
substations voltage power 220/66kV Athi River
constructed. transmission Substation completed
e  Transmission Substations Transmission Master
Master Plan | ¢  Develop and review Plan 2020-2040
updated Transmission updated
e Number of RAP Master Plan Voi — Taveta; Sultan
reports e  Undertake RAP Hamud-Loitoktok; and
e Number of | ¢ Acquire substation Konza substation
substation land land feasibility studies were
acquired e Undertake valuation carried out
e  Number of of land, structures 132kV Loitoktok-
valuation  reports and crops Taveta link, Suswa-
crops Nairobi North

reconductoring, 400kV
Rumuruti-Lessos
prefeasibility studies
draft reports were
prepared.

RAP for Kamburu-
Embu-Kibirigwi-Thika
rerouted section and
Awendo-Isebania
undertaken

Acquired Masaba,
Makindu, Merueshi
and Oloitoktok
substations land

44 km Kamburu-
Embu-Kibirigwi-
Thika. and 110km
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Sultan - Hamud -
OLoitoktok land
valuation undertaken
Valuation of crops and
trees for Isinya -
Namanga Line
undertaken

Transmission
Network
Operation and
Maintenance

To effectively
and
efficiently
operate  and
maintain  the
transmission
network

Percentage
availability of
transmission lines
and substations
Number of Annual
Maintenance plans
developed and
implemented

No. of armed police
officers deployed

Maintain a 99.5%

availability of
KETRACO
transmission  lines
and substations
throughout the year.
Develop and
implement an

organizational
annual maintenance
plan

Procure armed
police security to
safeguard
transmission
infrastructure

99.95% availability of
transmission lines and
substations recorded
during the year.

A maintenance plan for
2020/21 was developed
and implemented.

142 officers from
Critical Infrastructure
Protection Unit (CIPU)
were deployed in the
year.

Power
Management

To effectively
and

efficiently
manage  the
transmission
system  and
facilitate
power trade

EAPP Meetings
attended and
reports prepared
Number of Tariff
proposals prepared
and submitted

Participate in power
market and pricing
activities of Eastern
Africa Power Pool
(EAPP)

Submit revenue
requirements for the
tariff control period
2020/21 - 2022/23

KETRACO provided
inputs, comments and
attended meetings on
the design of the
proposed EAPP Power
Market.

Revenue requirement
proposal for the tariff
control period 2020/21
—2022/23 was
submitted to KPLC for
incorporation into the
Retail Tariff
Application.

Financing for National
System Control Centre
secured and
procurement of
consultant started.

Financial
Mobilization
and
Sustainability

To mobilize
and
efficiently
utilize
financial
resources
sustainably

Approved Annual

Budget.

Total sum of
allocated funds
absorbed.

Total sum of
externally

mobilized  funds
absorbed

Total sum  of
Appropriation  in
Aid
collected/mobilized
Pending bills as a
percentage of Total
Budget

Prepare annual
budget and financing
proposals and seek
necessary approvals
Utilize all of
Government of
Kenya and Internally
Generated Funds
amounting to KShs.
8,740 million
Absorb all externally
Mobilized
Resources totalling
to KShs. 26,682
million

Annual Budget
prepared as per the
budget cycle.

The Company realised
an absorption rate of
69% (KShs 6,034
million) for
Government of Kenya
and Internally
Generated Funds.

The Company
absorbed KShs. 14,760
million of externally
mobilized resources
realising an absorption
rate of 55%.

17




KENYA ELECTRICITY TRANSMISSION COMPANY LIMITED

STATEMENT OF PERFOMANCE AGAINST PREDETERMINED OBJECTIVES
FOR THE YEAR ENDED 30 JUNE 2021

Assets transferred
to the Company

Raise
Appropriation-in-
Aid amounting to
KShs. 29,420
million

Reduce pending bills
to 1% of the total

budget.

Transfer of
transmission assets
including
Greenfields

substation land

Appropriation-in-Aid
including development
budget, wheeling and
fibre revenues was
KShs. 17,560 million.
Pending bills were at
9.5% of the
Company’s total
budget by June 2021.
Embu, Kyeni, Ortum,
Kitale, Namanga,
Rongai, Kimuka,
Lessos, Awendo and
Embu substation
acquired.

Bamburi Substation
land was leased.

Organizational
Capacity and
Governance

To strengthen
organizational
capacity and
governance

Number of Policy,
Procedures and
manuals  revised
and implemented.
Report on staff
skills Gap analysis
Staff annual
performance
appraisal

Level of ISO
Certification

progress
Number of students
placed on
internship and
attachment

Review/ implement

the Company's
operational policies,
manuals, and
procedures.

Assess staff skills,
talent, and
performance
potential

Carry  out  staff
performance

appraisal at the end
of the financial year

Acquire and
Implement an
Information Security
Management

System Certification
(ISO 27001)
Place 125 students
on internship and
attachment

The following policies
were developed:
Knowledge
Management Policy;
Mentorship and
coaching policy,
Reward and
performance
management policy;
Training &
Development policy:
Research &
Development policy;
and Monitoring &
evaluation policy,
Security policy, ICT
Policies and Gift
policy.

Skills gap analysis was
undertaken.

Staff appraisal was
undertaken, and staff
trainings attended as
capacity building
initiatives to enhance
performance.

ISMS certificate
acquired in December
2020.

KETRACO offered 92
industrial attachments
and 35 internships to
students and graduates.
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Stakeholder
Engagement

To strengthen
stakeholder
engagement

Review implement
and disseminate
Service  Delivery
Charter
Sensitization  and
Consultation
forums
Sensitization
forums for staff

Number of
quarterly  reports
submitted to

Commission on
Administrative
Justice (CAJ).

Service Delivery
Charter Reviewed
and implemented
Sensitization and
Consultation forums
held with political
leaders and PAPs
Quarterly public
sensitizations
undertaken

Submit  Quarterly
reports to CAJ
Undertake staff
sensitization on
customer service

Citizens’ service
delivery charter was
reviewed and displayed
in English and Swabhili
in all Company
receptions

Paid visits to County
Governments of
Nakuru and Nandi for
collaboration in
preparation of a
documentary on
Olkaria-Lessos-
Kisumu project.
Sensitizations
undertaken in Awendo
Isebania and Sultan
Hamud Loitoktok
Quarterly reports were
submitted to CAJ
Online training of staff
on customer service
was undertaken in the
reporting period.
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CORPORATE GOVERNANCE STATEMENT FOR THE YEAR ENDED 30 JUNE 2021

Corporate Governance is the practice by which companies are directed and managed in carrying out the business affairs
of the Company as per the stakeholders’ desires. It is the interaction between the shareholders, Board of Directors, and
Company’s management in shaping a corporation’s performance by making effective strategic decisions to enable it to
achieve its goals. This is steered by the Board of Directors and the concerned committees for the Company’s
stakeholders’ benefit.

Appointment and removal of directors
Board appointments shall be made in line with Article 27 of the Constitution of Kenya and as further provided for in
Mwongo:o, the Code of Governance in State Corporations.

The Board of Directors of the Company is appointed pursuant to paragraphs 2 and 3 of the Articles of Association of
the Company which refers to the provisions of the State Corporations Act, and which stipulates that the Board shall
consists of the following persons:

a) A non-executive Chairman appointed by the President.

b)  The Chief Executive appointed by the Cabinet Secretary for the time being responsible for Energy.

¢)  The Principal Secretary for the time being responsible for Energy or his representative.

d)  The Cabinet Secretary in the Ministry for the time being responsible for Finance or his representative.

¢)  Five other members from the private sector appointed by the Cabinet Secretary for the time being responsible for
Energy.

The current Board with nine (9) members is, therefore, properly constituted as provided above. The members possess a
broad range of skills and competencies, including legal, finance, human resources, banking, projects, economics and
management among others.

Board Committees

The Board of KETRACO has established the following four (4) Board Committees for purposes of delegating its
various functions. The Terms of Reference for the Committees are captured in the specific Committee Charters
approved by the Board.

i) Technical Committee

The overall purpose of the Technical Committee is to assist the Board in oversight of the Strategy, Planning,
Projects, Operations & Maintenance and System Control / Load Dispatch. This is aimed at ensuring value for
money, guarantee the highest availability and reliability of our transmission network by employing sound technical
principles in accordance with engineering best practice. The Committee oversees the performance of the Company
in accordance with the mandate set out in Sessional Paper No. 4 of 2004 and receives regular reports on Power
System Planning, Project Progress, System availability and Operations & Maintenance and makes necessary
recommendations to the Board as may be appropriate.

ii) Audit & Risk Assurance Committee;

The Committee is constituted in line with Treasury Circular No. 16/2005 on establishment and operationalization of
audit committees in the Public Service. The Committee forms a key element in the governance process by providing
an independent assurance of the activities of internal controls, external auditors, internal audit, review the
effectiveness of the risk management, financial reporting and financial management to the Board of Directors. There
is an Audit & Risk Assurance Committee Charter to guide the members in carrying out their mandate, which is
outlined in the charter. The Committee routinely invites the Managing Director, and at times the other key staff to
attend the meetings. The Manager, Internal Audit is the Secretary to the Committee.

iii) Staff & Remuneration Committee;

There is established a Staff & Remuneration Committee whose mandate includes determining the terms and
conditions of service of staff and approval of recommendations for appointment and disciplinary issues of senior
staff.

iv) Finance, Strategy & Risk Management Committee;
The Committee is mandated to review, approve and monitor the Company’s financial performance. It receives,
adopts and submits for approval by the Board financial estimates of the Company’s revenue and expenditure for
the following financial year including proposals for funding all projects to be undertaken/completed during the
year within the time frames laid down in law. The Committee also ensures that the business of the Company is
conducted according to commercial principles and that the Company can meet its liabilities. For risk management
purposes, it reviews the effectiveness of the financial reporting systems and structures and makes appropriate
recommendations to the Board.
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The Board is responsible and accountable to the Government of Kenya, through the Ministry of Energy, in ensuring
that the Company complies with the law and the highest standards of corporate governance. During the period under
review Board meetings/activities held and attendance was as follows; -
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1. Hon. Eng. James Rege Independent Chairman 3 41113 1
2. Hon. Capt. Joe Mutambu Independent Chairman 2 2
3. FCPA. Fernandes Barasa Managing Director 6 4 51715 61|15 2
4. Lizzie Chongoti Independent Director 4 5 5 61114 2
5. Arch. Kariuki Muraya Independent Director 51715 6114 2
| 6. Mrs. Grace Ndugu Independent Director 6 - 1715 |6]1]15 2
7 Joakim Kiarie Kamere Independent Director 2 2 1]1 1
8. | Phillip Mongony Independent Director 6 4 5 61115 2
9. Joseph Kariuki Alternate Director to the CS 4 715 6 (1|4 2
National Treasury
10. | Eng. Julius Mwathani Alternate Director to the PS | 6 5 |5 611115 2
Ministry of Energy ?
The Board Charter

KETRACO has put in place mechanisms for a corporate governance framework that is outlined in the Board and
Committee Charters approved by the previous Board. The framework ensures separation of functions and duties of
the Board and shareholders, the duties of the Board and Management, the duties of the Chairman and Managing
Director, and responsibilities of individual directors and the Board as an entity.

The Board Charter which acts as a reference guide for the Directors is inspired by the dictates of good corporate
governance. It stipulates the individual and collective responsibilities, powers, duties, obligations and the liabilities of
the Directors. It sets out the roles and responsibilities of Directors with respect to its strategic, oversight role,
stewardship and fiduciary responsibilities. The Board Charter provides policy direction on issues of accountability,
transparency, value addition, legitimacy, and overall credibility and business operations of the Company. The
Company observed this governance framework during the year under review.

Roles and functions of the Board

The primary role of the Board is to ensure long-term wealth and prosperity of the Company for the benefit of
Shareholders, customers, employees and other stakeholders. Other functions of the Board are as outlined within the
Board Manual and the Mwongozo Code of Governance. The Directors powers are exercised within the framework of
the laws and regulations regulating State Corporations. The Board exercises leadership and good judgment in
directing the Company so as to achieve the Company’s objectives and is always obligated to act in the best interest of
the Company. The Board is responsible for ensuring that the Company is financially viable and properly managed so
as to protect and enhance the interests of the Company from time to time.
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Conflict of Interest

Directors are prohibited from placing themselves in a position where there is a conflict (actual or potential) between their
duties to the Company and their personal interests (including the interest of a family member), the interest of any associated
organization or person, or their duties to third parties. All Board members are required to declare their interest in any matter
before the Board which might create a potential conflict of interest before such matter is considered and deliberated upon.
Where a conflict of interest is declared, a Director is required to exclude himself/herself from any discussion or decision
over the subject matter.

Atall meetings of the Board therefore, declaration of Conflict of Interest is a standing agenda item and a Board Conflict of
Interest Register is circulated to members to record any such interest and Directors are mandated to disclose any real or
potential conflict of interest.

Induction and Training

On appointment to the Board and to Board committees, all Directors receive a comprehensive induction on their individual
requirements (where applicable) in order to become as effective as possible in their role as a director. These skills and
knowledge are updated at regular intervals and designed by the Company Secretary in consultation with the Chairperson.

Benchmarking initiatives are also conducted, where necessary, (with the approval of the parent Ministry) to equip the Board
with the necessary exposure required for executing the Company’s mandate.

Board and member performance

[n order to ensure that the Board is on course in achieving its objectives, it evaluates its performance by use of the criteria
set out in the Government provided standard tools for evaluation of Chairpersons, Directors the Chief Executive Officer,
and the Company Secretary annually, and file reports with the Principal Secretary, Ministry of Energy and the State
Corporations Advisory Committee (SCAC). Forms for the annual performance evaluation are embedded into the eBoard
system in line with the SCAC templates.

The following key areas are covered by Board evaluations:

1 Board Processes and accountability;

2. Strategy, financial matters and performance;

3. Compliance with all legal and ethical requirements;

4. Board composition, induction, development and succession;
5 Information and communication to stakeholders:

Board Remuneration

The Directors’ remuneration rates are as outlined in the State Corporations Act and by the Salaries and Remuneration
Commission. The Directors’ fees are paid upon sharcholder approval at the Annual General Meeting and concurrence of
The National Treasury. KETRACO does not grant personal loans or guarantees to its Directors. Directors’ Remuneration
Report is on page 62. The Directors’ remuneration is approved by the Sharcholders at every Annual General Meeting of
the Company.

Ethics and conduct

The Company understands the importance of conducting its business in compliance with relevant legal and regulatory
principles in order to imbed high ethical standards of business practice. At KETRACO, observation of the code and high
standards of integrity is a compulsory requirement and employees are expected to observe the highest standards of
professionalism.

Each employee understands the need to embrace and practice good governance of the Company and to maintain its standing
for integrity both within and outside the workplace. The Company’s Code of Conduct underscores the essential values and
strategies that govern the ethical and legal obligations of all employees and the Board of KETRACO. The Code of Conduct
is premised on the Constitutional Provisions of Chapter Six (Leadership and Integrity), National Values, Public Officers
Ethics Act and other relevant legislation governing the conduct of Public Officers.

Whistle Blowing Policy

KETRACO has a Whistle Blowing Policy which is designed to enable employees, stakeholders, and general public to raise
concerns without fear of suffering retribution. The Policy provided for a transparent, reliable, and confidential process for
dealing with concerns regarding malpractice or any unethical behaviour.

Succession Plan

The Board is cognizant of the significance of a board succession planning policy. For purposes of information management,
the eBoard software offers a secure space for electronically storing critical board documents/information which can be
accessed by individual directors at any given point in time. Board appointments are undertaken by the Ministry of Energy
on a staggered basis to allow for continuity.
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KETRACO committed to undertake a set of activities in the period beginning July 2020 to June 2021 in a
performance contract signed with the Government of Kenya through the Ministry of Energy. The targets were aligned
with the country’s long- and medium-term plans, primarily the Kenya Vision 2030 plan and the Big Four Agenda
Initiatives. The annual targets were also in line with KETRACO’s 2018-2022 Strategic Plan. This section highlights
the achievements of the Company during the reporting period.

FINANCIAL STEWARDSHIP AND FISCAL DISCIPLINE

Absorption of Government of Kenya and Internally Generated Funds

The Company realised an absorption rate of 69% against a target of 100%. In absolute figures, KShs. 6,034 million
was absorbed against a target of KShs 8,740 million. Delays in implementation of planned activities due to effects of
COVID-19 on both exchequer development budget as well as recurrent budget related activities such as consultancy
and trainings impacted negatively on the absorption rates. Nevertheless, the absorption rate increased from the
previous year’s rate of 58.5%.

Absorption of Externally Mobilized Resources

Implementation of planned projects construction activities was affected by COVID-19 pandemic and delays in
disbursement of funds from National Treasury. The pandemic affected not only the contractor’s performance but also
KETRACO field activities. These impacted on the overall absorption of funds throughout the year. The company was
able to absorb KShs. 14,760 million of externally mobilized resources against a target of KShs. 26,682 million,
realising an absorption rate of 55%.

Appropriation-in-Aid

KETRACO’s Appropriation-in-Aid includes development budget, wheeling and fibre revenues. In the period, the
company generated revenue of KShs. 17,560 million, against a target of KShs. 29,420 million. The target could not
be met due to delays in implementation of planned projects under the development budget.

Pending Bills

As of June 2021, KETRACO pending bills were at KShs. 3,373 million which is 9.5% of the company’s total budget.
The pending bills relate to contractual claims under completed transmission projects. Inadequate budget and delayed
disbursements hindered meeting the target of reducing pending bills to 1% of the total budget.

SERVICE DELIVERY

1. Implementation of Citizens’ Service Delivery Charter
The company reviewed and displayed the Citizens’ service delivery charter on receptions at the office and
substations, both in English and Swahili. Online training of staff on customer service was undertaken in the
reporting period. In addition, a service delivery tracker was also developed to help monitor service delivery
progress in the company. The company also developed sign language translation and content videos for the
website and the TV at reception areas.

2. Application of Service Delivery Innovations
KETRACO developed a cloud-based extranet on SharePoint to ensure secure sharing of project related data with
stakeholders. The Company also developed Microsoft Intune, an application that helps in managing handheld
devices used in capturing data during fieldwork. In addition, the Company rolled out Power Business
Intelligence application that helps analyse data in form of dashboards, charts, and reports, easing presentation of
Company data.

3. Resolution of Public complaints
The Company resolved most of the complaints received from stakeholders and submitted quarterly reports
submitted to the Commission on Administrative Justice. In an effort to proactively disclose information, award
of procurement tenders and advertisements were continuously published on the Company website. Inhouse
training of staff on customer service was also undertaken in the year under review.

CORE MANDATE

1. Vision 2030 Flagship Projects/Big Four Agenda Initiatives/Priority Projects
KETRACO commissioned the 617.8km (Circuit length) 400/220/132kV Olkaria-Lessos-Kisumu transmission
line and 220/66kV Athi River Substations. This increased the length of power transmission network owned by
KETRACO by June 2021 to 4,105.7km in circuit length. The Company also constructed 99km under 132kV
Kenya Power Transmission Improvement Project.
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CORE MANDATE (continued)

1. Vision 2030 Flagship Projects/Big Four Agenda Initiatives/Priority Projects (continued)

The other ongoing projects are at different stages of completion as summarised below.

(Ethiopia — Kenya transmission line and
Substation)

S.No | Project name Status

1 220/33kV Ortum, 220/132kV Kitale Substations | The Transmission line is complete. A new contractor
and Turkwel Substation Bay extension was procured to finalise the substations.

2 612km 500 HVDC Eastern Electricity Highway | The line is almost complete with only 31km of stringing

pending. Converter station is 99% complete.

3 69km 132kV Sondu-Ongeng (Ndhiwa)
transmission line and Substation

Stringing of the lines is 83% complete, Ongeng
(Ndhiwa) Substation complete. Sondu (Thurdibuoro)
Substation 65% complete.

Line and Substations

4 Nairobi Ring Substations Kimuka Substation is 96% complete; construction of
Kimuka 4km line in line out is ongoing, Malaa
substation is 77% complete.

5 96km 132kV Isinya-Namanga Transmission Namanga & Isinya Substations complete, Transmission

line works are ongoing. Overall progress at 80%

Improvement Projects

6 96km 400kV Kenya-Tanzania Power Tower foundation, erection and stringing works are
Transmission Line ongoing. Overall progress at 85%.
7 400/220kV Mariakani Substation Construction is ongoing with an overall project progress
of 62%.
8 96Km 132kV Nanyuki-Isiolo-Meru Overall project progress at 93%, procurement of new
Transmission Line contractor for underground cable is underway.
9 132kV Power Transmission System Nanyuki-Rumuruti, Lessos Kabarnet, Olkaria Narok and

Kitui Wote lines ongoing, 94% complete.

Transmission Line

10 247km 220kV Garsen -Bura- Hola - Garissa

Manufacture and delivery of materials at 46%.
Gazettement of the line done, wayleave compensations
ongoing. Construction of tower foundations underway.

Merueshi-Loitoktok 132kV, Isinya-Konza
400KV & Awendo Masaba 132kV

11 210km 132kV Kenya Power Transmission
Expansion Project (KPTEP)- Sultan Hamud —

Resettlement Action Plan (RAP) completed for Sultan
Hamud-Merueshi- Oloitoktok & Isinya —Konza. Site
handed over to the contractor. Preliminary designs on -

going.

Transmission Line

12 148km 220kV Kamburu-Embu-K ibirigwi-Thika

Gazettement of the transmission line and valuation of
land has been undertaken. Design works for line
conductors, OPGW and insulators completed. Tower
designs are ongoing.

transmission line

13 61km 132kV Rabai - Bamburi - Kilifi Designs at 75% and procurement/delivery at 10%.
transmission line Foundation works have commenced.
14 53km 220kV Dongo Kundu — Mariakani Procurement of Consultant has been done.

2. Substation and Transmission Lines Technical Specification
Technical specifications for transmission lines and substations were fully developed in the year under review.

3. Transmission Lines and Substations Availability

The Company operated and maintained its infrastructure, guaranteeing that transmission lines and substations
were available 99.95 percent of the time, surpassing a set target of 99.50 percent.

4. Project Completion Rate

At the end of the financial year, overall project completion rate was at 59.83. Delays in implementing planned
activities due to COVID-19's consequences that also affected the performance by some contractors as well as
delays in disbursements from the National Treasury all contributed to low completion rate.

IMPLEMENTATION OF PRESIDENTIAL DIRECTIVES

KETRACO distributed 2,000 seedlings to the Community Forest Association of Ngong Forest area, which is
traversed by transmission projects such as the 400kV Isinya-Suswa line. This is in line with the presidential directive

to achieve 10% minimum forest cover by 2022.
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ACCESS TO GOVERNMENT PROCUREMENT OPPORTUNITIES (AGPO)

KETRACO awarded KShs 199,586,668 of the total procurement budget to Youth, Women and Persons with
disabilities to supply goods and services, against a target of KShs 536,221,500. This target was largely affected by
the Covid-19 pandemic on Company operations.

PROMOTION OF LOCAL CONTENT IN PROCUREMENT

KETRACO procured goods and services worth KShs 1,134,665,782.68 locally, surpassing an annual target of KShs
714,962,000.

CROSS-CUTTING ISSUES
1. Asset management

In the year under review, an updated register of all KETRACO assets was maintained. Boarded items were also
disposed on 21 January 2021

2. Youth Internships/industrial Attachments/Apprenticeships

KETRACO offered 92 industrial attachments and 35 internships to students and graduates in the period ending
June 2021. The target of 125 was met and surpassed.

3.  Competence Management

During the period, KETRACO undertook an institutional skills gap analysis. Staff Training needs assessment
was also undertaken through the staff appraisal process. Staff attended various trainings, conferences, and
seminars as capacity building initiatives to enhance performance. Knowledge sharing was also enhanced
through uploading of training reports and learning material on the Company’s SharePoint for access by other
staff.

4. Disability Mainstreaming

In implementing affirmative action towards disability mainstreaming, KETRACO developed sign language
translation and content videos for the Company website and the reception area TV. Quarterly progress reports
were submitted to the National Council for Persons with Disabilities.

5. Gender mainstreaming

A six-member gender mainstreaming committee comprising of two males and 4 females was appointed in the
year under review to oversee gender mainstreaming activities in the Company. The committee and 76 staff
members were trained on gender mainstreaming and gender-based violence by Power Africa in conjunction with
the State Department of Gender. The Company submitted the quarterly reports to the National Gender Equality
Commission.

6. Prevention of Alcohol and Drug Abuse

KETRACO undertook a baseline survey on alcohol and drug abuse in the Company and a report compiled on
the same. In addition to this, an Alcohol and Drug Abuse (ADA) control committee was constituted. The
committee reviewed the ADA policy which was approved by the Board. To support staff with substance abuse
disorders, the Company listed Counsellors among the panel of health providers and planned with established
rehabilitation centres where employees can get counselling services. Quarterly progress reports were submitted
to National Authority for the Campaign against Alcohol and Drug Abuse (NACADA).

7. Prevention of HIV Infections
An online sensitization session was undertaken to staff and their families, and 354 female condoms and 14,696

male condoms distributed to staff both at the headquarters and substations. Quarterly reports were submitted to
National AIDS Control Council (NACC).
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CROSS-CUTTING ISSUES (continued)

10.

11.

Safety and Security Measures

KETRACO deployed critical infrastructure protection unit (CIPU) police officers at KETRACO Suswa
converter station, Isinya, Kitui, Mangu, and Lessos substations. Information Security management System
(ISMS) was launched and KETRACO certified. Security inspections were undertaken at Suswa converter
station, Mwingi, Garissa Kindaruma, Kyeni, Meru, [shiara, Isiolo, Kitui, Garsen, Galu, Machakos, Lamu,
Mariakani, Sultan Hamud, Malindi, and Konza substations. Continuous replication of information in the Remote
Disaster Recovery (DR) site was also completed.

National Cohesion and Values

Environmental monitoring, stakeholder engagement and community sensitization sessions were undertaken
along ongoing transmission line project areas. The Company Human Resource Manual and Code of Conduct
was applied in period under review. 153 staff attended a virtual Sensitization on National Cohesion & Values.
Environmental and Social Management Plan monitoring was undertaken for Isinya-Namanga and Kenya-
Tanzania projects, Nanyuki- Rumuruti and Lessos — Kabarnet and Ethiopia Kenya Lot 6. Stakeholder
Engagement and Community sensitization undertaken along Kamburu-Embu-Thika project, Garsen-Hola-
Garissa, and Sultan Hamud Loitoktok lines.

Road Safety Mainstreaming

The KETRACO Road Safety Committee consisting of 6 staff members was constituted. The committee
developed a road safety policy. The committee was also trained on road safety by National Transport and Safety
Authority (NTSA). KETRACO management was sensitized on road safety mainstreaming. Quarterly reports
were submitted to NTSA.

Corruption Prevention

During the year, a corruption risk mitigation implementation report was prepared and presented to the

Corruption Prevention/Integrity Committee. Quarterly reports and the annual report were prepared and
submitted to the Ethics and Anti-Corruption Commission (EACC).
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Kenya Electricity Transmission Company Limited (KETRACO) has the obligation to plan, design, construct, own,
operate and maintain the country’s high voltage electricity grid and regional power interconnectors. This primary
objective must; however, be twinned with positive impacts to societies that such businesses operate in. These positive
impacts include creation of employment opportunities, provision of goods and services, contribution to the economy
by paying taxes, contributing towards development of infrastructure and improvement of quality of life for the
people.

KETRACO, being an obliging and proactive Company, has mainstreamed corporate social responsibility (CSR)in its
operations. Beyond grid matters, the Company has expanded its jurisdiction to improve the well-being of humanity and
impact society to be better.

This deliberate move is necessary because it is the society that gives us a “license to operate” and their goodwill is
necessary for continued security and room to operate long after our transmission projects construction is over.

Our approach

KETRACO’s approach towards CSR is focused on identifying and formulating projects guided by its CSR policy and
in response to specific needs that go towards solving a problem that members of the concerned community assess as a
priority. To this end, the Company consulted widely internally and beyond on best practices in order to make corporate
social responsibility an integral part of its undertakings. During the financial year under review, social, economic and
environmental issues were addressed.

Below is a brief highlight of our achievements in each pillar: -
1. Sustainability strategy and profile -

KETRACO ensured that its operations were carried out professionally and in humane manner, considering that
construction of transmission projects involves acquisition of land for substations and wayleaves access for the
lines. This necessitates compensation and at times resettlement of the Projects Affected Persons (PAPs)hence the
need to expedite the process harmoniously. In addition, KETRACO actively participated in several engagements
with various stakeholders towards improving their quality of life which translates into creating a better society.

This was evident in key areas such as education, health and environmental conservation. In addition, KETRACO
offered youth internship opportunities to fresh graduates and industrial attachments to ongoing University students
for the purpose of transferring skills and future career preparation.

2. Environmental performance

KETRACO’s environmental and social impact assessment plans are anchored on environmental laws, regulations,
standards and best practices. The Company ensures compliance with all relevant national and international
environmental and other statutory regulatory provisions that apply to its projects to ensure sound environmental
management practice. The Company undertakes annual environmental audits and has valid permits and licenses
for its operations. The Company is guided by the following environmental and social management laws and
regulations in its execution of its projects:

The Environmental Management and Coordination Act, Cap 387; The Environmental Impact (Assessment and
Auditing) Regulations, 2003; Environmental Management and Coordination (Environmental Impact Assessment
and Audit) Regulations, 2003; Environmental Management and Coordination (Water Quality) Regulations
0f2006; Environmental Management and Coordination (Waste Management) Regulations of 2006; Environmental
Management and Co-ordination (Controlled Substances) Regulations, 2007; The Environmental Management and
Co-ordination (Conservation of biological diversity and resources, and access to genetic resources and benefits
sharing) Regulations, 2006; The Environmental Management and Coordination (Wetlands, Riverbanks,
Lakeshores and scashores management ) Regulations, 2009; Environmental Management and Coordination
(Noise and Excessive Vibration Pollution Control) Regulations, 2009; Environmental Management and
Coordination (Air Quality) Regulations, 2008: Occupational Safety and Health Act (OSHA 2007); Wildlife
Management and Conservation Act, 2013;Forest Act 2015; Public Health Act (Cap. 242) 36; The Environment
and Land Court Act, 2011; Water Act, 2002.
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3.

Employee welfare

Competence management

KETRACO has developed many policies that guide recruitment among them being the Gender policy which is in
line with a third rule enshrined in the constitution. The skills gap analysis report was received from the consultant
and training priority areas picked for discussion during HRAC meeting as intervention for skills gaps identified.
The Company also developed reward and performance system policy that help in recognizing performance and
sanctions. An ad-hoc committee answerable to HRAC was formed during the year to handle staff appraisals
(Performance management review committee).

Safety and security measures

During the year ended 30 June 2021, the Company achieved the following;

1. Championed the roll out of ISO 45001: 2018 — Occupational health and safety management system
certification journey in the Company through staff awareness trainings, development of safety procedures and
carrying out internal audits. The Section also developed a Safety and Health policy being a management tool
for OSH in the organization.

2. Participated in the development of the Energy (Incident and Accident Reporting) Regulations as well being
incorporated in the Ministerial OSH Committee.

3. Promotional of safe work through effective incident and accident investigations, OSH inspections /audits,
robust risk assessment and monitoring implementations of corrective actions for both operational sites and
sites under construction.

4. Sensitized/trained staff and contracted personnel on workplace safety and health measures in the offices and
substations. As well as dissemination of vital Osh information to employees.

5. Participated in the management of COVID-19 pandemic through development of guidelines, protocols, and
purchase of protective equipment.

6. Enhanced public safety by listening to safety and health concerns of employees and other stakeholders and
guiding appropriately.

7. Developed guidelines on statutory occupational safety and health training requirements for the Company.

8. The Section played a key role in ensuring safety and health during the completion and commissioning of
Olkaria-Lessos-Kisumu transmission line and associated substations.

9. Participated in the development of the Energy (Incident and Accident Reporting) Regulations.

Market place practices-

KETRACO continues to comply with the Treasury Circular No. 09/2015 on creation of the Government
Advertising Agency (GAA) to coordinate public sector advertising; and Office of the President Circular No.
OP/CAB.58/4A on establishment of MyGov publication. In addition, we are guided by the Company’s core values
and endeavour to responsibly update our stakeholders on our mandate through various Information, Education
and Communication (IEC) materials published in print, broadcast and / or electronic media.

On matters procurement, we complied with 30% of access to government procurement opportunities (AGPO)
requirement by ensuring that youth, women and persons with disabilities supplied goods and services. Further,
KETRACO complied with 40% Government requirement on local content procurement where goods and services
were procured locally by the Company. These procurement opportunities have created diverse financial benefits
for the special groups as well as enhancing the KETRACO corporate image and reputation.

During this Financial Year the Company revised its integrity and ethics instruments namely: Corruption and Fraud
Prevention Policies, Whistle Blowing Policy and the Gifts and Benefit policy. A sensitization exercise was
conducted via Microsoft teams to all staff to enlighten them on the need to promote an ethical culture within and
outside the organisation. The policies were also uploaded to the companies SharePoint for ease of reference on
any matter of interest. These policies shall also be uploaded to the Company’s website for public viewing and
reference.
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5.

Market place practices- (continued)

As part of the signed performance contract on corruption prevention the company updated the Corruption Risk
Assessment and mitigation plan which is shared with the Ethics and Anti-Corruption Commission (EACC). On a
quarterly basis the corruption prevention committee held update meetings and reported on implementation status
with supporting documents to EACC.

On a continuous basis the corruption reporting channels remain operational for use by all. They include a dedicated
email address and phone number all uploaded in the Company website. The Company has also installed corruption
reporting boxes on each floor at its headquarters in KAWI House.

The Company continued implementing corruption prevention measures as identified in the corruption risk
assessment and mitigation plan. In addition, Integrity Committee quarterly meetings were held and quarterly
reports of the corruption risk assessment reports and the implementation of the mitigation plans were prepared
and submitted to EACC.

Community Engagements-

KETRACO has remained committed to engaging with local communities in project affected areas, the general
public, sector partners and other stakeholders aiming at cultivating their goodwill, cooperation and amicable
association. In this regard, KETRACO ensured that all CSR projects were implemented through a consultative
process with stakeholders’ right from the initial project planning through to commissioning.

In addition, the host communities in the areas where the projects traverse benefited from employment
opportunities by KETRACO and its contractors. This has boosted the living standards of the communities in the
project areas.
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The directors have pleasure in presenting their report together with the audited financial statements of Kenya
Electricity Transmission Company Limited (the “Company”) for the year ended 30 June 2021 which show its state
of affairs.

1. INCORPORATION

The Company is incorporated under the Kenyan Companies Act, 2015 of the Laws of Kenya. Although
incorporated under the Companies Act, the Company is governed under the provisions of State Corporations
Act, Cap 446 by virtue of the Company being wholly owned by the Government.

2. PRINCIPAL ACTIVITIES

The principal activity of the Company is to design, construct, operate and maintain electricity transmission
infrastructure that forms the backbone of Kenya’s National Transmission Grid, build interconnectors to
facilitate regional power trade, and to wheel electricity to The Kenya Power and Lighting Company Limited
and other end users from generators who produce power in bulk.

3. RESULTS
2020/2021 2019/2020
KShs’000 KShs’000
Profit/(Loss) before taxation 647,988 (623,945)
Taxation charge/(credit) (225,981) 61,503
Profit/(Loss) for the year transferred to retained earnings 422,007 (571,442)

4. DIVIDENDS

The directors do not recommend the payment of a dividend in respect of the year 2020/2021. No dividend
was paid in the previous financial year, 2019/2020.

DIRECTORS

W

The directors who served during the year and to the date of this report are set out on page 1.

6. STATEMENT AS TO THE DISCLOSURE TO THE COMPANY'S AUDITOR
With respect to each director at the time this report was approved:

(a) there is, so far as the person is aware, no relevant audit information of which the company's auditor is
unaware; and,

(b)  the person has taken all the steps that the person ought to have taken as a director so as to be aware of
any relevant audit information and to establish that the Company's auditor is aware of that information.

7. TERMS OF APPOINTMENT OF THE AUDITOR

The Auditor General is responsible for the audit of the Company’ statutory financial statements in accordance
with section 35 of the Public Audit Act, 2015. Section 23(i) of the act empowers the Auditor General to appoint
other auditors to carry out the audit on his behalf, Accordingly, Deloitte & Touche LLP were appointed to
carry out the audit for year ended 30 June 2021. Messrs. Deloitte & Touche LLP continue in office in
accordance with the Company’s Articles of association and section 721 of the Kenyan Companies Act, 2015.

The directors monitor the effectiveness, objectivity and independence of the auditors. This responsibility
includes the approval of the audit engagement contract and the associated fees on behalf of the shareholders.

BY ORDER OF THE BOARD

.

Secretary
>

s 3“%@»»]2022
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STATEMENT OF DIRECTORS’ RESPONSIBILITIES

The Kenyan Companies Act, 2015 requires the directors to prepare financial statements for each financial year that
give a true and fair view of the financial position of the Company as at the end of the financial year and of its profit or
loss for that year. It also requires the directors to ensure that the Company keeps proper accounting records that (a)
show and explain the transactions of the Company; (b) disclose, with reasonable accuracy, the financial position of
the Company and (c) enable the directors to ensure that every financial statement required to be prepared complies
with the requirements of the Kenyan Companies Act, 2015.

The directors accept responsibility for the preparation and presentation of these financial statements in accordance
with the International Financial Reporting Standards and in the manner required by the Kenyan Companies Act,
2015. They also accept responsibility for:

(i) designing, implementing and maintaining such internal control as they determine necessary to enable the
presentation of financial statements that are free from material misstatement, whether due to fraud or error:

(ii) selecting suitable accounting policies and applying them consistently; and

(iii)making accounting estimates and Judgements that are reasonable in the circumstances.

Having made an assessment of the Company’s ability to continue as a going concern, except for the matter disclosed
on note 33 of the financial statements, the directors are not aware of any material uncertainties related to events or
conditions that may cast doubt upon the Company’s ability to continue as a going concern.

The directors acknowledge that the independent audit of the financial statements does not relieve them of their

responsibilities.

o~
Approved by the d of Directors onz'S )uwﬂj -.-2022 and signed on its behalf by:

Hon. Chpt. Joe Musyimi Mutambu Eng. (CPA) Antony Wamukota — Ag Managing Director
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REPORT OF THE AUDITOR-GENERAL ON KENYA ELECTRICITY
TRANSMISSION COMPANY LTD FOR THE YEAR ENDED 30 JUNE, 2021

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

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

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

C. Report on Effectiveness of Internal 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

The accompanying financial statements of Kenya Electricity Transmission Company
Limited set out on pages 35 to 74, which comprise of the statement of financial
position as at 30 June, 2021, statement of profit or loss and other comprehensive
income, statement of changes in equity, statement of cash flows, and a summary of
significant accounting policies and other explanatory information, have been audited
on my behalf by Deloitte & Touché, auditors appointed under Section 23 of the Public

Report of the Auditor-General on Kenya Electricity Transmission Company Ltd for the year ended 30 June, 2021



Audit Act, 2015. The auditors have duly reported to me the results of their audit and
on the basis of their report, | am satisfied that all the information and explanations
which, to the best of my knowledge and belief, were necessary for the purpose of the
audit were obtained.

In 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 the Kenya Electricity Transmission Company Ltd as
at 30 June, 2021, and of its financial performance and its cash flows for the year then
ended, in accordance with International Financial Reporting Standards and comply
with the Public Finance Management Act, 2012 and the Companies Act, 2015.

Basis for Qualified Opinion
1.0 Deferred Grant Income

The statement of financial position reflects total deferred grant income of
Kshs.189,891,542,000 which, as disclosed in Note 20 to the financial statements
comprises of Kshs.70,915,400,000 and Kshs.118,976,142,000 in respect of direct and
indirect grants respectively. Review of records revealed that the Company received
an amount of Kshs.19,836,802 from the Ministry of Energy. However, records from the
Ministry reflected an amount of Kshs.10,831,798,269 resulting to an unexplained
variance of Kshs.9,005,004,000.

Further, the statements of profit or loss and other comprehensive income reflects
amortized grant from Government income amounting to Kshs.2,192,104,000 which
differs with the current grant amortization reported in the previous year as grant
income to be amortized over 12 months of Kshs.2,233,745,000 resulting to an
unexplained variance of Kshs.41,641,000.

In the circumstances, the accuracy of grants receipts and amortized grant income
thereof could not be confirmed.

2.0 Capital Work in Progress

The statement of financial position as disclosed in Note 13 to the financial statements
reflects an amount of Kshs.111,471,881,000 in respect of capital work in progress
while the supporting schedule provided for audit indicated a balance of
Kshs.111,015,936,000 resulting in an unexplained variance of Kshs.455,945,000.
Review of the financial records revealed that projects valued at Kshs.17,015,210,520
were completed in the previous financial years but had not been capitalized.
Management has not explained the reasons for not capitalizing the projects.

Further, projects valued at Kshs.25,566,410,286 were still ongoing but had exceeded
their respective contract completion dates. However, Management has not explained
the reasons for the delay in completion of the projects or provided evidence of
approval of the contract extension as required by Section 139(2) of the Public
Procurement and Asset Disposal Act, 2015.

In the circumstances, the accuracy and completeness of the capital work in progress
balance of Kshs.111,471,881,000 could not be confirmed.
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3.0 Trade and Other Payables
3.1 Unsupported VAT Payable

The statement of financial position as at 30 June, 2021 reflects trade and other
payables balance of Kshs.18,069,482,000. However, the balance includes, VAT
payable output tax amounting to Kshs.1,163,953,516 that was not supported by VAT
returns duly acknowledged by Kenya Revenue Authority.

Under the circumstances, the accuracy and completeness of the VAT payable of
Kshs.1,163,953,516 could not be confirmed.

3.2 Undisclosed Amounts Due To Kenya Electricity Generating Company
Limited

The statement of financial position as at 30 June, 2021 reflects trade and other
payables of Kshs.18,069,482,000. However, the amount excludes a balance of
Kshs.4,481,056,467 in respect of transmission lines that were done during the
financial year 2008/2009 or earlier by Kenya Electricity Generating Company
(KenGen) and which are used in the furtherance of Company’s business for revenue
generation. Although the Company continues to generate revenue from the
transmission lines, there was no evidence provided to indicate that the they have been
included as part of the plant, property and equipment.

Further, although the transmission lines were financed through a loan, the Company
has not recognized any interest charged on this loan since the takeover of the lines.
Management of KenGen indicate that there has been negotiation for transfer of the
assets to the Company which if concluded would increase the operations costs of the
Company due to the accruing interest and impact cash outflows due to loan
repayments every year.

Under the circumstances, the accuracy and completeness of the payables balance of
Kshs.18,069,482,000 could not be confirmed.

4.0 Trade and Other Receivables

4.1 Unsupported Receivables Balances

The statement of financial position reflects trade and other receivables of
Kshs.9,726,373,000 which is net of amounts due from related parties balance of
Kshs.3,911,771,000. Review of the financial records revealed unsupported
adjustments of Kshs.143,123,044 and Kshs.1,169,443,245 in respect of advance
payments and litigation costs receivables respectively.

Further, included in the trade receivables are balances of Kshs.1,630,895,645,
Kshs.3,392,580,798 and Kshs.1,008,597,136 in respect of advance payment, litigation
cost receivable and assets under construction advance payment respectively, whose
supporting documents were not provided for audit.

In addition, supporting schedule for trade and other receivables includes VAT input
receivable of Kshs.1,302,920,502 that was not supported by VAT returns duly
acknowledged by KRA.

Under the circumstances, the accuracy and completeness of the receivables balance
of Kshs.9,726,373,000 could not be confirmed.
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4.2 Amounts Due from Kenya Power and Lighting Company Limited

The statement of financial position and as disclosed in Note 21(a) to the financial
statements reflects outstanding balances arising from services rendered to Kenya
Power and Lighting Company Limited (KPLC) of Kshs.5,897,754,000. However,
KPLC records indicated a balance of Kshs.5,546,379,000 resulting in a variance of
Kshs.351,375,000.

In addition, there was no evidence of a payment plan from KPLC for the outstanding
amounts at the end of the financial year under review.

In the circumstances, the full recoverability of the amounts due from Kenya Power
and Lighting Company Limited could not be ascertained.

5.0 Unsupported Subsistence Allowances

The statement of profit or loss and other comprehensive income for the year ended
30 June, 2021 reflects administration costs of Kshs.1,520,724,000 which as disclosed
in Note 6(a) to the financial statements includes other operating expenses amounting
to Kshs.141,844,983 in respect of subsistence allowances-domestic, subsistence
allowance-Staff travel expense and subsistence allowances-International travel.
However, the expenditure was not supported with the details of the activities, dates of
the activities, approved work plans, boarding passes, copies of passports and
evidence of surrender of imprests.

In the circumstances, the accuracy, and propriety of the expenditure of
Kshs.141,844,983 on other operating expenses could not be confirmed.

6.0 Unaccounted for Grants

The statement of financial position and as disclosed in Note 21(c)(ii) to the financial
statements reflects recurrent grants of Kshs.6,816,300,000 received from the Ministry
of Energy. However, Management did not provide documents to support how grants
amounting to Kshs.3,407,118173 were accounted for.

Further, review of the financial records revealed that the Nanyuki-Isiolo-Meru project
was allocated an amount of Kshs.100,000,000 during the year under review but only
amount of Kshs.59,429,226 was incurred. However, records provided for audit
indicated that the project was completed in the year 2014. Management did not
explain why the project was allocated funds, yet it had been completed.

In addition, it was noted that an amount of Kshs.2,2522,000 was disbursed to four (4)
projects that had no activities and the funds could not be accounted for.

In the circumstances, the accuracy of expenditure on recurrent grants of
Kshs.3,407,118,173 could not be confirmed.

7.0 Unsupported Expenditure

The statement of financial position and as disclosed in Note 13 to the financial
statements reflects an amount of Kshs.2,696,820,000 in respect of transfer from works
in progress for construction of transmission lines. Included in the balance is an amount
of Kshs.701,416,727 that was incurred on construction of the Loyangalani Suswa
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transmission line. However, the expenditure was not supported with a certificate of
completion and commissioning.

In the circumstances, validity of the expenditure of Kshs.701,416,727 for construction
of transmission lines could not be confirmed.

8.0 Pending Way-Leave Compensations

Review of way-leave compensations revealed that the Company had outstanding
compensation to landowners for way-leaves amounting to Kshs.2,724,649,715.
However, Management explained that delayed payment was due to insufficient
budgetary allocation from The National Treasury and long negotiations between land
owners, the Company and various County Governments. Delays in compensating
Project Affected Persons, (PAPs) may lead to legal suits, cost escalations and project
delays.

Further, it was noted that the way-leave compensation balance includes debit
balances of Kshs.11,940,000 which has been occasioned by a mismatch of invoices
against the corresponding payable balance. Management indicates that the matching
is an ongoing process but does not indicate the controls put in place to ensure that the
errors are eradicated in future.

In the circumstances, the accuracy and completeness of the pending way-leave
compensations could not be confirmed.

The audit was conducted in accordance with International Standards of Supreme Audit
Institutions (ISSAIs). | am independent of the Kenya Electricity Transmission Company
Ltd Management in accordance with ISSAI 130 on Code of Ethics. | have fulfilled other
ethical responsibilities in accordance with the ISSAI and in accordance with other
ethical requirements applicable to performing audit of financial statements in Kenya. |
believe that the audit evidence | have obtained is sufficient and appropriate to provide
a basis for my qualified opinion.

Emphasis of Matter
1.0 Provisions and Contingent Liabilities

| draw attention to Note 29(a&b) to the financial statements which discloses that the
Company’s estimated contingent liabilities consist of ongoing court cases relating to
acquisition of wayleaves and contractors’ claims beyond the original contract period,
amounting to Kshs.6,723,093,000. According to Management, the status of these
exposures is evaluated on a regular basis to assess the probability of incurring related
liabilities. However, in the event that these contingent liabilities crystalize, the
Company may be exposed to unforeseen project cost overruns, resulting to inability to
meet its obligations when they fall due. This may affect service delivery capacity of the
Company.

My opinion is not modified with respect to these matters.
2.0 Material Uncertainty Relating to Going Concern

| draw your attention to the statement of financial position at 30 June, 2021 which
indicated the company’s current liabilities balance of Kshs.27,479,514,000 exceeded
current assets balance of Kshs.21,655,789,000 by an amount of Kshs.5,823,725,000.
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In view of the negative working capital, the Company may not be in a position to meet
its short-term maturing obligations, thereby exposing it to going concern risks.

My opinion is not modified with respect to this matter.
3.0 Court Award on Terminated Contract

During the year under audit, an arbitration case between the Company and a
contractor for the termination of contract for the construction of 132KM of 400KV
double circuit transmission line from Lessos substation in Kenya to Tororo substation
in Uganda has remained unresolved since April, 2016. The tribunal issued an award
in favour of the contractor on 30 July, 2019 amounting to Euro 37,365,691 or
approximately Kshs.4.5 Billion, which included termination costs, legal cost and
other claims amounting to Kshs.2,223,137,553. Management considered the
decision to be against public interest and sought assistance from Attorney General's
office in setting aside the Tribunal’'s award. However, the award was upheld by the
High Court of Kenya on 16 February, 2020.

Further, it was not possible to confirm whether the project would be completed in the
near future, and the additional costs which would be necessary to complete the
project, or the losses which the Government of Kenya would suffer in the event that
the project is not completed.

In the circumstances, the award has resulted to unforeseen legal and arbitration
costs, termination charges, and other claims.

My opinion is not modified 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 Information

The Directors are responsible for the other information, which comprises of corporate
information, Chairman’s statement, report of the Chief Executive Officer, Statement of
performance against predetermined objectives, Management discussions and
analysis, report of the Directors and the statement of Directors’ responsibilities.

The other information does not include the financial statements and my auditor’s report
thereon.

My opinion on the financial statements does not cover the other information and | do
not express any form of assurance or conclusion thereon.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Section 7(1)(a) of the Public Audit Act, 2015, based on the audit
procedures performed, except for the matters described in the Basis for Conclusion
on Lawfulness and Effectiveness in Use of Public Resources section of my report, |
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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

1.0 Construction of Loyangalani - Suswa Transmission Interconnector Line

In the special audit concluded in April 2021 a number of issues were raised in the
procurement and execution of the above contract as indicated below:

i)

Management did not undertake both technical and financial due diligence as
provided under Section 68(1) PPDA Act 2015 leading to irregular payment of
Kshs.10,827,072 to a Contractor which subsequently filed a petition for
bankruptcy.

After bankruptcy of the original Contactor, Management engaged yet another
Contractor. However, the procurement was not included in the annual
procurement plan and valuation of the pending works for the purposes of
preparing the bills of quantities was not provided for audit.

Engagement of subcontractors at a cost of Kshs.1,524,059,296 which was not
accompanied with certificates of completion.

Acquisition of materials from the subcontractors at a cost of Kshs.26,220.329
without a valuation report and subsequently taking them on charge.

In the circumstances, Management was in breach of law and value for money could

not be confirmed.
2.0 Payments made for Terminated and Stalled Projects

Review of the project status report indicated that an amount of Kshs.3,976,801,443
had been paid to a contactor in respect of Bomet-Sotik, Mwingi-Kitui-Wote-Sultan
Hamud,Nanyuki-Nyahururu and Olkaria transmission lines for contracts that have
since been terminated while an amount of Kshs.8,714,632,590 was incurred on
construction of the Lessos-Tororo-Transmission line which had stalled.
Management has not explained the reasons for the termination and measures
instituted to recover the payments made to the contractors.

In the circumstances, it was not possible to confirm whether value for money was
obtained on the expenditure of Kshs.12,691,434,033 on the four (4) transmission
lines.

3.0 Non-Compliance with Loan Novation Agreement

As previously reported, loan liability on the construction of the Kamburu-Meru
transmission line was transferred from Kenya Power and Lighting Company (KPLC)
to Kenya Electricity Transmission Company (KETRACO), on 19 October, 2016.
According to the novation agreement, KETRACO was required to make bi-annual
payments to the Government of Kenya (GoK) on account of outstanding interest at
a rate of 2.5% per annum. However, the Company had not made any payments to
the Government, as stipulated in the novation agreement. Management has
indicated that a moratorium for twenty-four (24) months had been sought from The
National Treasury but the matter was yet to be considered by the National Treasury.
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In the circumstances, Management was in breach of the law.
4.0 Income from Disposal of Motor Vehicles

Note 5 to the financial statements reflects income from disposal of motor-vehicles of
amounting to Kshs.20,025,000. However, the disposal was not supported with an
approved disposal plan, minutes of asset disposal committee, a technical report to
support the disposal of the assets and the reserve price as required by Regulations
176 and 177 of the Public Procurement and Asset Disposal Regulations, 2020.

In the circumstance, 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. | believe that the audit evidence | have obtained is sufficient and
appropriate to provide a basis for my conclusion.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

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

Basis for Conclusion
Weak Information Technology Internal Controls

Review of the KETRACO financial information system revealed some internal control
weaknesses, which could result to unauthorized access and manipulation of the
entity’s financial data, thus negatively impacting on the data integrity. it was noted that
password parameters in relation to password complexity and account lockout duration
have not been appropriately defined.

In the circumstances, the effectiveness of the ICT infrastructure could not be
confirmed.

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

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS
As required by the Kenyan Companies Act, 2015 | report based on the audit, that:
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() | have obtained all the information and explanations which, to the best of my
knowledge and belief, were necessary for the purpose of my audit;

(i) In my opinion, proper books of account have been kept by the Company, so
far as appears from the examination of those books;

(i) The Company’s statement of financial position and statement of
comprehensive income agree with books of account.

Responsibilities of Management and Board of Directors

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with International Financial Reporting Standards, and for
maintaining effective internal control as Management determines is necessary to
enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error and for its assessment of the effectiveness
of internal control, risk management and overall governance.

In preparing the financial statements, Management is responsible for assessing the
Company’s ability to continue as a going concern, disclosing, as applicable, matters
related to going concern and using the going concern basis of accounting unless
Management is aware of the intention to liquidate the Company 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.

In 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 Company’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
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
ISSAIs 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.
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In 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 control 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 controls would not necessarily disclose all matters in
the internal controls 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
policies and procedures may deteriorate.

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

¢ Identify 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.

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

e Conclude on the appropriateness of the Management’s use of the going concern
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 Company’s ability to continue as a going concern. If | conclude that a material
uncertainty exists, | 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 Company to cease to continue as a going concern.
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e 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 Company to express an opinion on the financial
statements.

e Perform such other procedures as | consider necessary in the circumstances.

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

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

From the matters communicated with Management, | determine those matters that
were of most significance in the audit of the financial statements of the current period
and are therefore the key audit matters. These matters are described in my auditor’s
report unless law or regulation precludes public disclosure about the matter or when,
in extremely rare circumstances, | determine that a matter should not be
communicated in my report because the adverse consequences of doing so would
reasonably be expected to outweigh the public interest benefits of such
communication.

CPAN CBS
AUDITOR-GENERAL

Nairobi

23 September, 2022
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KENYA ELECTRICITY TRANSMISSION COMPANY LIMITED

STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
FOR THE YEAR ENDED 30 JUNE 2021

REVENUE

Revenue from contracts with customers
Grants from National Government
Other income

TOTAL REVENUE

OPERATING EXPENSES
Administration costs

Distribution costs

Credit loss expense on financial assets

Depreciation of property and equipment
Amortization of intangible assets

TOTAL OPERATING EXPENSES

OPERATING PROFIT/ (LOSS)
Finance income

Finance costs

PROFIT/(LOSS) BEFORE TAXATION

Income tax (expense)/credit

PROFIT/ (LOSS) FOR THE YEAR

Other comprehensive income for the year, net of tax

Total comprehensive income/(loss) for the year net of tax

Earnings per share — basic and diluted (KShs)

35

Notes

4 (a)

6 (a)
7(a)
7 (b)
13
14

10

11(a)

12

202072021
KShs’ 000

2,799,819
2,192,104
20,025

5,011,948

(1,520,724)
(569,748)
97,807
(2,431,051)
(131,803)

(4,555,519)

456,429
257,035

(65,476)

647,988

(225,981)

422,007

422,007

2019/2020
KShs’ 000

2,748,725
2,503,745
39

5,252,509

(1,094,074)
(922,870)
(1,476,012)
(2,382,280)
(128,991)

(6,004,227)

(751,718)
207,025

(88,252)

(632,945)

61,503

(571,442)

(571,442)



KENYA ELECTRICITY TRANSMISSION COMPANY LIMITED

STATEMENT OF FINANCIAL POSITION
AS AT 30 JUNE 2021

2020/2021 2019/2020
Notes KShs’000 KShs’000
ASSETS
Non-current assets
Property and equipment 13 198,888,249 181,970,282
Intangible assets 14 110,032 112,255
Right of use assets 15 191,364 210,974
Deferred tax asset 26 738,810 673,301
199,928,455 182,966,812
Current assets
Trade and other receivables 16(a) 9,726,373 2,177,374
Corporate tax recoverable 11(¢c) 177,260 172,722
Amounts due from related parties 21(a) 3,911,771 6,612,300
Cash and bank balances 17 7,840,385 3,343,510
21,655,789 12,305,906
TOTAL ASSETS 221,584,244 195,272,718
EQUITY AND LIABILITIES
Capital and reserves
Share capital 18 2,000 2,000
Retained earnings 2,457,739 2,035,732
2,459,739 2,037,732
Non-current liabilities
Deferred grant income 20(c¢c) 187,699,438 170,013,099
Amount due to related parties 21(b) 816,608 816,608
Deferred revenue 22 155 155
Lease liabilities 23 193,539 196,537
Borrowings 24 2,935,251 2,994,606
191,644,991 174,021,005
Current liabilities
Borrowings 24 800,833 582,102
Deferred grant income 20(c) 2,192,104 2,233,745
Amount due to related parties 21(b) 722,008 713,179
Lease liabilities due within one year 23 29,717 35,605
Trade and other payables 25 18,069,482 11,155,423
Provisions 29(a) 5,665,370 4,493,927
27,479,514 19,213,981
TOTAL EQUITY AND LIABILITIES 221,584,244 195,272,718

The finangjal statements on pages 35 to 74 were approved and authorised for issue by the board of directors on
022 and signed on its behalf by:

f CaprJoe Musyimi Mutambu Eng. (CI’A) Antony Wamukota - Ag Managing Director
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KENYA ELECTRICITY TRANSMISSION COMPANY LIMITED

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 30 JUNE 2021

Share Retained Total

Note capital earnings equity

KShs’000 KShs’000 KShs’000

At 30 June 2019 2,000 2,607,174 2,609,174
Total comprehensive loss for the year - (571,442) (571,442)
At 30 June 2020 2,000 2,035,732 2,037,732
Total comprehensive income for the year - 422,007 422,007
At 30 June 2021 2,000 2,457,739 2,459,739
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KENYA ELECTRICITY TRANSMISSION COMPANY LIMITED

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 30 JUNE 2021

Cash flows from operating activities
Cash generated from /(used in) operations
Tax paid

Interest received
Interest paid

Net cash generated from/(used in) operating activities

Cash flows from investing activities
Purchase of property and equipment
Purchase of intangible assets
Proceeds from sale

Net cash used in investing activities
Cash flows from financing activities
Grants received

Payment of lease liability
Repayment of borrowings

Net cash generated from financing activities

Increase in cash and cash equivalents

Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year
Represented by:

Cash and bank balances

38

Notes

27
11(c)

13
14

20(b)
23
24

2020/2021 2019/2020

K Shs’000 KShs’000
4,280,757  (5,555,948)
(296,028) (438,452)
257,035 207,025
(41,513) (9,487)
4,200,251  (5,796,862)
(19,349,018)  (12,380,260)
(129,579) (47,515)
20,024 -
(19,458,573)  (12,427,775)
19,836,802 19,266,698
(35,141) (30,828)
(46,464) (42,783)
19,755,197 19,193,087
4,496,875 968,450
3,343,510 2,375,060
7,840,385 3,343,510
7,840,385 3,343,510




KENYA ELECTRICITY TRANSMISSION COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2021

1.

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 years presented, unless otherwise stated.

(a)

(b)

Statement of compliance

The financial statements are prepared in compliance with International Financial Reporting Standards
(IFRS) and its interpretations as issued by the International Accounting Standards Board (IASB) and in the
manner required by the Kenyan Companies Act, 2015. The financial statements are presented in the
functional currency, Kenya Shillings (KShs) and prepared on the historical cost basis except where
otherwise stated in the accounting policies below.

For the purpose of reporting under the Kenyan Companies Act, 2015, the balance sheet in the financial
statements is represented by the statement of financial position and the statement of profit or loss and other
comprehensive income represents the profit and loss account.

The financial statements are rounded to the nearest thousand (KShs’000), except when otherwise indicated.

Changes in accounting policies and disclosure

(W)

Adoption of new and revised International Financial Reporting Standards

Impact of the initial application of Interest Rate Benchmark Reform amendments to IFRS 9 and IFR!
7

In September 2019, the IASB issued /nterest Rate Benchmark Reform (Amendments to [FRS 9, [AS 39 and
[FRS 7). These amendments modify specific hedge accounting requirements to allow hedge accounting to
continue for affected hedges during the period of uncertainty before the hedged items or hedging
instruments affected by the current interest rate benchmarks are amended as a result of the on-going interest
rate benchmark reforms.

The amendments are not relevant to the Company in the current financial (annual) period given that it did
not hold benchmark interest rate exposures with respect to hedges and financial contracts.

The amendments also introduce new disclosure requirements to IFRS 7 for hedging relationships that are
subject to the exceptions introduced by the amendments to IFRS 9. The new disclosure requirements are
not applicable to the Company for the financial year just ended.

Impact of the initial application of Covid-19-Related Rent Concessions Amendment to IFRS 16

In May 2020, the IASB issued Covid-19-Related Rent Concessions (Amendment to [FRS 16) that
provides practical relief to lessees in accounting for rent concessions occurring as a direct consequence of
COVID-19, by introducing a practical expedient to IFRS 16. The practical expedient permits a lessee to
elect not to assess whether a COVID-19-related rent concession is a lease modification. A lessee that
makes this election shall account for any change in lease payments resulting from the COVID-19-related
rent concession the same way it would account for the change applying IFRS 16 if the change were not a
lease modification.

Impact of the initial application of Covid-19-Related Rent Concessions Amendment to IFRS 16

The practical expedient applies only to rent concessions occurring as a direct consequence of COVID-19
and only if all of the following conditions are met:

a.The change in lease payments results in revised consideration for the lease that is substantially the same
as, or less than, the consideration for the lease immediately preceding the change;

b.Any reduction in lease payments affects only payments originally due on or before 30 June 2021 (a rent
concession meets this condition if it results in reduced lease payments on or before 30 June 2021 and
increased lease payments that extend beyond 30 June 2021); and

c.There is no substantive change to other terms and conditions of the lease.

In the current financial year, the Company did not apply the amendment to IFRS 16; Covid-19 related rent
concessions as they did not receive any rent concessions from their lessors.
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l.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
(b) Changes in accounting policies and disclosure (continued)

(i) Adoption of new and revised International Financial Reporting Standards (continued)

Amendments to IFRS 3 Definition of a business

The Company has adopted the amendments to IFRS 3 for the first time in the current year. The amendments clarify
that while businesses usually have outputs, outputs are not required for an integrated set of activities and assets to
qualify as a business. To be considered a business an acquired set of activities and assets must include, at a minimum,
an input and a substantive process that together significantly contribute to the ability to create outputs.

The amendments remove the assessment of whether market participants are capable of replacing any missing
inputs or processes and continuing to produce outputs. The amendments also introduce additional guidance that
helps to determine whether a substantive process has been acquired.

The amendments introduce an optional concentration test that permits a simplified assessment of whether an
acquired set of activities and assets is not a business. Under the optional concentration test, the acquired set of
activities and assets is not a business if substantially all of the fair value of the gross assets acquired is concentrated
in a single identifiable asset or group of similar assets.

Their adoption has not had any material impact on the disclosures or on the amounts reported in these financial
statements.

Amendments to IAS 1 and IAS 8 Definition of material

The Company has adopted the amendments to IAS 1 and IAS 8 for the first time in the current year.The amendments
make the definition of material in IAS 1 easier to understand and are not intended to alter the underlying concept of
materiality in [FRS Standards. The concept of ‘obscuring’ material information with immaterial information has
been included as part of the new definition.

The threshold for materiality influencing users has been changed from ‘could influence’ to ‘could reasonably be
expected to influence’.

The definition of material in IAS 8 has been replaced by a reference to the definition of material in IAS 1. In addition,
the IASB amended other Standards and the Conceptual Framework that contain a definition of material or refer to
the term ‘material’ to ensure consistency.

Their adoption has not had any material impact on the disclosures or on the amounts reported in these financial
statements.

Amendments to References to the Conceptual Framework in IFRS Standards

The Company has adopted the amendments included in Amendments to References Conceptual Framework in
IFRS to the Conceptual Framework in IFRS Standards for the first time in the current year. Together with the
revised Conceptual Framework, which became effective upon publication on 29 March 2018, the IASB has also
issued Amendments to References to the Conceptual Framework in /FRS Standards. The document contains
amendments to IFRS 2, IFRS 3, IFRS 6, I[FRS 14, IAS 1, IAS 8, IAS 34, [AS 37, IAS 38, IFRIC 12, IFRIC 19,
IFRIC 20, IFRIC 22, and SIC-32.

Not all amendments, however, update those pronouncements with regard to references to and quotes from the
framework so that they refer to the revised Conceptual Framework. Some pronouncements are only updated to
indicate which version of the Framework they are referencing to (the [ASC Framework adopted by the IASB in
2001, the IASB Framework of 2010, or the new revised Framework of 2018) or to indicate that definitions in the
Standard have not been updated with the new definitions developed in the revised Conceptual Framework.

Their adoption has not had any material impact on the disclosures or on the amounts reported in these financial
statements.
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l.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(b) Changes in accounting policies and disclosure (continued)

(iii)

(ii)

New and revised standards that have been issued but are not yet effective

At the date of authorisation of these financial statements, The Company has not applied the following

new and revised IFRS Standards that have been issued

but are not yet effective.

New and Amendments to standards

\Effective for annual periods beginning on or after

Amendments to I[FRS 3: Reference to the Conceptual
\Framework

1 January 2022, with earlier application permitted

Amendments to IAS 16- Property, plant and
equipment-Proceeds before intended use

1 January 2022, with earlier application permitted

Amendments to [AS 37: Onerous Contracts — Cost of
\Fulfilling a Contract

1 January 2022, with earlier application permitted

Amendments to IFRS 9, IAS 39, IFRS 7, IFRS 4 and
[FRS 16: Interest rate benchmark reform-Phase 2

1 January 2021, with earlier application permitted

Amendments to IFRS 16: Covid-19 related rent
Concessions beyond 30 June 2021

1 April 2021, with earlier application permitted

Annual improvements to [FRS standards 2018-2020
Cycle: Amendments to [FRS | First-time Adoption of
nternational Financial Reporting Standards, IFRS 9
\Financial Instruments — Fees in the '10 per cent’ test
for derecognition of financial liabilities

IFRS 16 Leases-Illustrative Examples

accompanying

1AS 41 Agriculture — Taxation in fair value
imeasurements

1 January 2022, with earlier application permitted

Amendments to IAS 8-Definition of Accounting
\Estimates

1 January 2023, with earlier application permitted

Amendments to [AS 12: Deferred Tax related to
Ussets and Liabilities arising from a Single
Transaction

1 January 2021, with earlier application permitted

Amendments to IAS 1 and IFRS Practice Statement
2-Disclosure of Accounting Policies

1 January 2023, with earlier application permitted

Amendments to [IFRS 10 and IAS 28 Sale or
Contribution of Assets between an investor and its
Ussociate or Joint Venture

1 January 2023, with early application permitted.

[FRS 17: Insurance Contracts

1 January 2023

Amendments to IAS 1-Classification of liabilities as
lcurrent or non-current

1 January 2023, with earlier application permitted

Amendments to [FRS 10 and IAS 28-Sale or
Contribution of Assets between an [nvestor and its

Ussociate or Joint Venture

n December 2015, the [ASB postponed the
effective date of this amendment indefinitely
pending the outcome of its research project on the
lequity method of accounting.

Early adoption of standards
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The Directors do not plan to apply any of the above until they become effective. Based on their assessment
of the potential impact of application of the above, they do not expect that there will be a significant impact
on the Company's financial statements.

The Company did not early-adopt any new or amended standards in the year ended 30 June 2021.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(c)

Basis of preparation

The financial statements are prepared on a going concern basis and in compliance with International
Financial Reporting Standards (IFRS) issued by the International Accounting Standards Board. They are
presented in Kenya Shillings, which is also the functional currency.

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

Revenue recognition
Revenue from contracts with customers

The Company is in the business of transmission of power and fibre services. Revenue from contracts with
customers is recognized when control of the services are transferred to the customer at an amount that
reflects the consideration to which the Company expects to be entitled in exchange for those services.

The Company has generally concluded that it is the principal in all its revenue arrangements.

The wheeling revenue is based on a fixed amount approved by the Energy and Petroleum Regulatory
Authority (EPRA). The rates are reviewed yearly, and adjustments communicated to KETRACO.
Revenue from rendering the service is recognised at the point in time when control of the service is
transferred to the customer, generally on delivery of electricity to the distribution network of the
customer.

Variable consideration

If the consideration in a contract includes a variable amount, the Company estimates the amount of
consideration to which it will be entitled in exchange for rendering a service to the customer. The variable
consideration is estimated at contract inception and constrained until it is highly probable that a significant
revenue reversal in the amount of cumulative revenue recognized will not occur when the associated

uncertainty with the variable consideration is subsequently resolved. The Company has no variable
consideration in its revenue contracts with its customers.

Significant financing component
The Company has no significant financing components from its customers.
Government grants

Government grants are recognised as income over the period necessary to match them with the related costs
which they are intended to compensate on a systematic basis. Government grants are recognised when there
is reasonable assurance that the Company will comply with the conditions attached to the grants and there
is certainity that the grants will be received.

Interest income

Interest income from a financial asset is recognised when it is probable that the economic benefits will flow
to the Company and the amount of income can be measured reliably.

Exchequer funding
Exchequer funding for capital expenditure is recorded when received and then accounted for as deferred

grant income. This is credited to profit or loss as grants from national government on a straight-line basis
over the expected useful life of the related assets.
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1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(c)

Basis of preparation (continued)
Taxation
Current tax

Current tax assets and liabilities for the current year 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 by the reporting date.

Current income tax relating to items recognised outside profit or loss is recognised outside profit or loss.
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.

Deferred tax

Deferred tax is provided using the liability method for all temporary differences arising between the tax
bases of assets and liabilities and their carrying amounts for financial reporting purposes at the reporting
date. Currently enacted tax rates are used to determine deferred income tax.

Deferred tax is measured at the tax rates that are expected to apply in the year when the asset is realized or
the liability is settled. The tax rates used to compute the amount are those that are enacted or substantively
enacted at the reporting date.

Deferred tax assets are recognised for all deductible temporary differences, the carry forward of unused tax
credits and any unused tax losses. Deferred tax assets are recognized only to the extent that it is probable
that future taxable profits will be available against which the temporary differences can be utilized.

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the extent that
it is no longer probable that sufficient taxable profit will be available to allow all or part of the deferred tax
asset to be utilised. Unrecognised deferred tax assets are re-assessed at each reporting date and are
recognised to the extent that it has become probable that future taxable profits will allow the deferred tax
asset to be recovered.

Current and deferred tax is recognized as an expense/(income) and included in profit or loss, except to the
extent that the tax arises from a transaction which is recognized directly in other comprehensive income or
equity. In this case, the tax is also recognized in other comprehensive income or equity.

Deferred tax assets and deferred tax liabilities are offset, if a legally enforceable right exists to set off

current tax assets against current income tax liabilities and the deferred taxes relate to the same taxable
entity and the same taxation authority.

Value added tax

Expenses and assets are recognised net of the amount of value added tax except;

e when the value added tax incurred on purchase of assets and services are not recoverable from the
taxation authority, in which case the value added tax is recognised as part of the cost of acquisition of

the assets or as part of the expense items, as applicable; and,

e when receivables and payables are stated with the amount of value added tax included.

The net amount of value added tax recoverable from, or payable to, the taxation authority is included as
part of receivables or payables in the statement of financial position.
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I.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(¢)

Basis of preparation (continued)
Property and equipment

All property, plant and equipment are initially recognized at cost. Such cost includes the purchase price,
directly attributable costs of bringing the asset to the location and condition necessary for it to be capable
of operating, the cost of replacing part of the property, plant and equipment and borrowing costs for long-
term construction projects if the recognition criteria are met.

Subsequently, all property and equipment except land, is stated as cost less accumulated depreciation and
any accumulated impairment losses recognized.

Depreciation is calculated on straight line method to write-off the cost of property, plant and equipment in
equal annual instalments over their estimated useful lives. Depreciation is calculated from the date of
purchase of an asset, using the following annual rates:

Capital work in progress Nil
Transmission lines 2.5%
Substations 2.5%
Aircraft 7%
Machinery 12.5%
Furniture, fittings and office equipment 12.5%
Motor vehicles 25%
Computers and accessories 33.3%
Buildings 2.5%

Depreciation is not charged to land.

The asset’s residual values estimated useful lives and methods of depreciation are reviewed at the end of
each reporting period with the effect of any changes in estimate accounted for on a prospective basis (note
2(ii) and Note 13).

An item of property and equipment is derecognised upon disposal or when no future economic benefits are
expected from its use or disposal. Any gain or loss arising on disposal of the asset (calculated as the
difference between the net disposal proceeds and the carrying amount of the asset at the disposal date) is
included in profit or loss in the year the asset is derecognised.

Intangible assets

Costs incurred on computer software are initially accounted for at cost as intangible assets and subsequently
at cost less any accumulated amortisation and accumulated impairment losses. Amortisation is calculated
on the straight-line basis over the estimated useful lives not exceeding a period of 3 years. Intangible assets
are assessed for impairment whenever there is an indication that the intangible asset may be impaired. The
amortisation period and the amortisation method for an intangible asset are reviewed at least at each
financial year end. Changes in the expected useful life or the expected pattern of consumption of future
economic benefits embodied in the asset are accounted for by changing the amortisation period or method,
as appropriate, and are treated as changes in accounting estimates. The amortisation expense on intangible
assets is recognised in profit or loss (note 2 (ii) and note 14).

An intangible asset is derecognised on disposal, or when no future economic benefits are expected from its
use or disposal.

Gains or losses arising from derecognition of an intangible asset are measured as the difference between
the net disposal proceeds and the carrying amount of the asset and are recognised in profit or loss when the
asset is derecognised.

Impairment of non-current assets

The Company assesses at each reporting date whether there is an indication that an asset may be impaired.
If such indication exists, the Company makes an estimate of the asset’s recoverable amount. An asset’s
recoverable amount is the higher of an asset’s fair value less costs of disposal and its value in use. The
recoverable amount is determined for an individual asset, unless the asset does not generate cash inflows
that are largely independent of those from other assets or groups of assets. Where the carrying amount of
an asset exceeds its recoverable amount, the asset is considered impaired and is written down to its
recoverable amount. Impairment losses are recognised in profit or loss.
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1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(c)

Basis of preparation (continued)

Impairment of non-current assets (continued)

In assessing value in use, the estimated future cash flows are discounted to their present value using a pre-
tax discount rate that reflects current market assessments of the time value of money and the risks specific
to the asset. In determining fair value less costs of disposal, recent market transactions are taken into
account. If no such transactions can be identified, an appropriate valuation model is used. These
calculations are corroborated by valuation multiples, quoted share prices for publicly traded companies or
other available fair value indicators.

The Company bases its impairment calculation on detailed budgets and forecast calculations. These budgets
and forecast calculations generally cover a period of five years. A long-term growth rate is calculated and
applied to project future cash flows after the fifth year.

Impairment losses are recognised in profit or loss in expense categories consistent with the function of the
impaired asset, except for properties previously revalued with the revaluation taken to OCI. For such
properties, the impairment is recognised in OCI up to the amount of any previous revaluation.

For all assets, an assessment is made at each reporting date to determine whether there is an indication that
previously recognised impairment losses no longer exist or have decreased. If such indication exists, the
Company estimates the asset’s recoverable amount. A previously recognised impairment loss is reversed
only if there has been a change in the assumptions used to determine the asset’s recoverable amount since
the last impairment loss was recognised. The reversal is limited so that the carrying amount of the asset
does not exceed its recoverable amount or exceed the carrying amount that would have been determined,
net of depreciation or amortisation, had no impairment loss been recognised for the asset in prior years.
Such reversal is recognised in profit or loss unless the asset is carried at a revalued amount, in which case,
the reversal is treated as a revaluation increase.

Employee benefits costs
Retirement benefit obligations- normal contributions

Payments to defined contribution retirement benefit plans are recognised as an expense when employees
have rendered service entitling them to the contributions. A defined contribution plan is a pension plan
under which the Company pays fixed contributions into a separate entity. The scheme is funded by
contributions from both the Company and employees. The Company and all its employees also contribute
to the National Social Security Fund, which is a defined contribution scheme.

Retirement benefit obligations- top management

The Company pays gratuity to top management on contract. The gratuity is paid at the end of the contract
period at the rate between 15% and 31% of the total basic salary over the contract period. An accrual is
made for gratuity based on the rate 15% and 31% per annum.

Other entitlements

The estimated liability for employees accrued leave entitlement at the reporting date is recognised as an
expense accrual.

Foreign currencies

The financial statements are presented in Kenya Shillings, which is the Company’s functional and reporting
currency. In preparing the financial statements, transactions in currencies other than the entity's functional
currency (foreign currencies) are recognised at the rates of exchange prevailing at the dates of the
transactions. At the end of each reporting period, monetary items denominated in foreign currencies are
retranslated at the rates prevailing at that date. Exchange differences on monetary items are recognized in
profit or loss in the period in which they arise.
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(c)

Basis of preparation (continued)
Foreign currencies (Continued)

Non-monetary items that are measured in terms of historical cost in a foreign currency are not retranslated.
Non-monetary items measured at fair value in a foreign currency are translated using the exchange rates at
the date when the fair value is determined. The gain or loss arising on translation of non-monetary items
measured at fair value is treated in line with the recognition of the gain or loss on the change in fair value
of the item (i.e., translation differences on items whose fair value gain or loss is recognised in OCI or profit
or loss are also recognised in OCI or profit or loss, respectively).

In determining the spot exchange rate to use on initial recognition of the related asset, expense or income
(or part of it) on the derecognition of a non-monetary asset or non-monetary liability relating to advance
consideration, the date of the transaction is the date on which the Company initially recognises the non-
monetary asset or non-monetary liability arising from the advance consideration. If there are multiple
payments or receipts in advance, the Company determines the transaction date for each payment or receipt
of advance consideration.

Cash and cash equivalents

For the purpose of the statement of cash flows, cash and cash equivalents include cash and short-term liquid
investments which are readily convertible to known amounts of cash and which were within three months
to maturity when acquired, less advances from banks repayable within three months from the date of
advance, which are subject to an insignificant risk of changes in value.

Provisions

Provisions are recognised when the Company 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 will be required to
settle the obligation and a reliable estimate can be made of the amount of the obligation.

Where the Company expects some or all of a provision to be reimbursed, for example under an insurance
contract, the reimbursement is recognised as a separate asset but only when the reimbursement is virtually
certain. The expense relating to any provision is presented in profit or loss net of any reimbursement. If
the effect of the time value of money is material, provisions are discounted using a current pre-tax rate that
reflects the risks specific to the liability. Where discounting is used, the increase in the provision due to
the passage of time is recognized as a borrowing cost.

Financial instruments - initial recognition and subsequent measurement

A financial instrument is any contract that gives rise to a financial asset for one entity and a financial
liability or equity instrument for another entity.

Financial assets
Initial recognition

Financial assets are classified, at initial recognition, as subsequently measured at amortised cost, fair value
through other comprehensive income (OCI), and fair value through profit or loss.

The classification of financial assets at initial recognition depends on the financial asset’s contractual cash
flow characteristics and the Company’s business model for managing them. The Company initially
measures a financial asset at its fair value plus, in the case of a financial asset not at fair value through
profit or loss, transaction costs. Trade receivables that do not contain a significant financing component are
measured at the transaction price determined under IFRS 15. Refer to the accounting policies in note 1 (c)
Revenue recognition.

In order for a financial asset to be classified and measured at amortised cost or fair value through OCI, it
needs to give rise to cash flows that are ‘solely payments of principal and interest (SPPI)’ on the principal
amount outstanding. This assessment is referred to as the SPPI test and is performed at an instrument level.
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Basis of preparation (continued)
Financial assets (continued)

The Company’s business model for managing financial assets refers to how it manages its financial assets
in order to generate cash flows. The business model determines whether cash flows will result from
collecting contractual cash flows, selling the financial assets, or both.

Purchases or sales of financial assets that require delivery of assets within a time frame established by
regulation or convention in the marketplace (regular way trades) are recognised on the trade date, i.e., the
date that the Company commits to purchase or sell the asset.

Subsequent measurement
For purposes of subsequent measurement, financial assets are classified in four categories:

= Financial assets at amortised cost (debt instruments)

* Financial assets at fair value through OCI with recycling of cumulative gains and losses (debt
instruments)

* Financial assets designated at fair value through OCI with no recycling of cumulative gains and losses
upon derecognition (equity instruments)

* Financial assets at fair value through profit or loss

Financial assets at amortised cost (debt instruments)

This category is the most relevant to the Company. The Company measures financial assets at amortised cost
if both of the following conditions are met:

¢ The financial asset is held within a business model with the objective to hold financial assets in order to
collect contractual cash flows, and,

e The contractual terms of the financial asset give rise on specified dates to cash flows that are solely
payments of principal and interest on the principal amount outstanding

Financial assets at amortised cost are subsequently measured using the effective interest (EIR) method and
are subject to impairment. Gains and losses are recognised in profit or loss when the asset is derecognised,
modified or impaired.

The Company’s financial assets at amortised cost include trade and other receivables, amounts due from
related companies and bank and cash balances.

Financial assets at fair value through OCI (debt instruments)

The Company measures debt instruments at fair value through OCI if both of the following conditions are
met:

¢ The financial asset is held within a business model with the objective of both holding to collect
contractual cash flows and selling; and

e The contractual terms of the financial asset give rise on specified dates to cash flows that are solely
payments of principal and interest on the principal amount outstanding

For debt instruments at fair value through OCI, interest income, foreign exchange revaluation and impairment
losses or reversals are recognised in profit or loss and computed in the same manner as for financial assets
measured at amortised cost. The remaining fair value changes are recognised in OCIL. Upon derecognition,
the cumulative fair value change recognised in OCI is recycled to profit or loss. The Company does not have
any financial assets classified as debt instruments at fair value through OCI.

Upon initial recognition, the Company can elect to classify irrevocably its equity investments as equity
instruments designated at fair value through OCI when they meet the definition of equity under IAS 32
Financial Instruments: Presentation and are not held for trading. The classification is determined on an
instrument-by-instrument basis.
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(c)

Basis of preparation (continued)
Financial assets (continued)
Financial assets at fair value through OCI (debt instruments) (continued)

Gains and losses on these financial assets are never recycled to profit or loss. Dividends are recognised as
other income in profit or loss when the right of payment has been established, except when the Company
benefits from such proceeds as a recovery of part of the cost of the financial asset, in which case, such gains
are recorded in OCI. Equity instruments designated at fair value through OCI are not subject to impairment
assessment.

The Company does not have any financial assets classified as equity instruments at fair value through OCI
Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss include financial assets held for trading, financial assets
designated upon initial recognition at fair value through profit or loss, or financial assets mandatorily
required to be measured at fair value. Financial assets are classified as held for trading if they are acquired
for the purpose of selling or repurchasing in the near term. Derivatives, including separated embedded
derivatives, are also classified as held for trading unless they are designated as effective hedging
instruments. Financial assets with cash flows that are not solely payments of principal and interest are
classified and measured at fair value through profit or loss, irrespective of the business model.
Notwithstanding the criteria for debt instruments to be classified at amortised cost or at fair value through
OCI, as described above, debt instruments may be designated at fair value through profit or loss on initial
recognition if doing so eliminates, or significantly reduces, an accounting mismatch.

Financial assets at fair value through profit or loss are carried in the statement of financial position at fair
value with net changes in fair value recognised in profit or loss.

The Company does not have any financial assets classified under this category.
Derecognition of financial assets

A financial asset (or, where applicable, a part of a financial asset or part of a Company of similar financial
assets) is primarily derecognised (i.e., removed from the Company’s statement of financial position) when:

e The rights to receive cash flows from the asset have expired; or

e The Company has transferred its rights to receive cash flows from the asset or has assumed an
obligation to pay the received cash flows in full without material delay to a third party under a ‘pass-
through’ arrangement; and either (a) the Company has transferred substantially all the risks and
rewards of the asset, or (b) the Company has neither transferred nor retained substantially all the risks
and rewards of the asset, but has transferred control of the asset.

When the Company has transferred its rights to receive cash flows from an asset or has entered into a pass-
through arrangement, it evaluates if, and to what extent, it has retained the risks and rewards of ownership.
When it has neither transferred nor retained substantially all of the risks and rewards of the asset, nor
transferred control of the asset, the Company continues to recognise the transferred asset to the extent of
its continuing involvement. In that case, the Company also recognises an associated liability. The
transferred asset and the associated liability are measured on a basis that reflects the rights and obligations
that the Company has retained.

Continuing involvement that takes the form of a guarantee over the transferred asset is measured at the

lower of the original carrying amount of the asset and the maximum amount of consideration that the
Company could be required to repay.
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(c)

Basis of preparation (continued)

Financial assets (continued)
Impairment of financial assets

For trade receivables, related party receivables and bank balances, the Company applies a simplified
approach in calculating ECLs. Therefore, the Company does not track changes in credit risk, but instead
recognises a loss allowance based on lifetime ECLs at each reporting date. The Company has established
a provision matrix that is based on its historical credit loss experience, adjusted for forward-looking factors
specific to the debtors, banks and the economic environment.

The Company considers a financial asset in default when contractual payments are 120 days past due.
However, in certain cases, the Company may also consider a financial asset to be in default when internal
or external information indicates that the Company is unlikely to receive the outstanding contractual
amounts in full before taking into account any credit enhancements held by the Company. A financial asset
is written off when there is no reasonable expectation of recovering the contractual cash flows.

Financial liabilities
Initial recognition and subsequent measurement

Financial liabilities within the scope of IFRS 9 are classified as financial liabilities at fair value through profit
or loss, loans and borrowings, or as derivatives designated as hedging instruments in an effective hedge, as
appropriate. The Company determines the classification of its financial liabilities at initial recognition.

The Company has not designated any financial liabilities at fair value through profit or loss. The Company
also did not have derivatives designated as hedging instruments.

All financial liabilities are recognised initially at fair value and, in the case of loans and borrowings, net of
directly attributable transaction costs.

The measurement of financial liabilities depends on their classification as described below:

Trade payables and amounts due to related parties

Trade payables and amounts due to related parties are stated at amortised cost using the effective interest
method.

Loans and borrowings

Interest bearing loans are recorded at the proceeds received, net of direct costs. Finance charges, including
the premium payable on settlement or redemption, are accounted for on the accrual basis and are added to the
carrying amount of the instrument to the extent that they are not settled in the period in which they arise.
Subsequent to initial recognition, loans and borrowings are measured at amortised cost using the effective
interest method.

De-recognition of financial liabilities

A financial liability is derecognised when the obligation under the liability is discharged or cancelled, or
expires. When an existing financial liability is replaced by another from the same lender on substantially
different terms, or the terms of an existing liability are substantially modified, such an exchange or
modification is treated as the derecognition of the original liability and the recognition of a new liability. The
difference in the respective carrying amounts is recognised in profit or loss.

Offsetting of financial instruments

Financial assets and liabilities are offset and the net amount reported in the statement of financial position
when there is a currently enforceable legal right to set off the recognised amounts and there is an intention to
settle on net basis, or realise the asset and settle the liability simultaneously.

Equity instruments

An equity instrument is any contract that evidences a residual interest in the assets of an entity after deducting
all of its liabilities. Equity instruments issued by the Company are recorded at the proceeds received, net of
direct issue costs.
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KENYA ELECTRICITY TRANSMISSION COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)

1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(©)

Basis of preparation (continued)
Fair value of assets and liabilities

The Company has no financial instruments that are measured at fair value.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date. The fair value measurement is based on
the presumption that the transaction to sell the asset or transfer the liability takes place either:

e In the principal market for the asset or liability, or
e In the absence of a principal market, in the most advantageous market for the asset or liability

The principal or the most advantageous market must be accessible by the Company.

The fair value of an asset or a liability is measured using the assumptions that market participants would
use when pricing the asset or liability, assuming that market participants act in their economic best interest.

A fair value measurement of a non-financial asset takes into account a market participant's ability to
generate economic benefits by using the asset in its highest and best use or by selling it to another market
participant that would use the asset in its highest and best use.

All assets and liabilities for which fair value is measured or disclosed in the financial statements are
categorised within the fair value hierarchy, described as follows, based on the lowest level input that is
significant to the fair value measurement as a whole:

Level 1: Quoted (unadjusted) market prices in active markets for identical assets or liabilities

Level 2: Valuation techniques for which the lowest level input that is significant to the fair value
measurement is directly or indirectly observable

Level 3: Valuation techniques for which the lowest level input that is significant to the fair value
measurement is unobservable

For assets and liabilities that are recognised in the financial statements on a recurring basis, the Company
determines whether transfers have occurred between Levels in the hierarchy by re-assessing categorisation
(based on the lowest level input that is significant to the fair value measurement as a whole) at the end of
each reporting period. Refer to Note 30.

Borrowings

Borrowing costs directly attributable to acquisition, construction or production of an asset that necessarily
takes a substantial period to get ready for its intended use are capitalised as part of the cost of the asset. All
other borrowing costs are expensed in the period in which they occur. Borrowing costs consists of interest
and other costs that an entity incurs in connection with the borrowing of funds.

CRITICAL JUDGEMENTS IN APPLYING THE ENTITY’S ACCOUNTING POLICIES

In the application of the Company’s accounting policies, which are described in note 1 above, the directors are
required to make judgements, estimates and assumptions about the carrying amounts of assets and liabilities that
are not readily apparent from other sources. The estimates and associated assumptions are based on historical
experience and other factors that are considered to be relevant. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimates are revised if the revision affects only that period
or in the periods of the revision and future periods if the revision affects both current and future periods.
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KENYA ELECTRICITY TRANSMISSION COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)

2.

CRITICAL JUDGEMENTS IN APPLYING THE ENTITY’S ACCOUNTING POLICIES (Continued)

The following are areas where management has made major judgements and assumptions concerning the
future, and other key sources of estimation uncertainty at the end of the reporting period, that have significant
risk of causing a material adjustment to the carrying amounts of assets and liabilities within the next financial
year.

(i) Deferred tax assets

Deferred tax assets are recognised for all unused tax losses to the extent that it is probable that taxable
profit will be available against which the losses can be utilised. Significant management judgment is
required to determine the amount of deferred tax assets that can be recognised, based upon the likely
timing and level of future taxable profits together with future tax planning strategies. Refer to Note 26 for
the disclosures on deferred tax.

(ii) Useful life assessment
Property and equipment

Items of property and equipment are depreciated over their useful lives taking into account residual
values, where appropriate. The estimated lives of the assets and residual values are assessed at the
reporting date and may vary depending on a number of factors. In reassessing asset lives, factors such as
techaological innovation, product life cycles and maintenance programmes are taken into account.
Residual value assessments consider issues such as future market conditions, the remaining life of the
asset and projected disposal values. Further details on property and equipment are given in Note 13.

Intangible assets

Critical estimates are made by directors in determining the useful lives of intangible assets based on the
intended use of the assets and the economic lives of those assets. Subsequent changes in circumstances or
prospective utilisation of the assets concerned could result in the actual useful lives differing from initial
estimates. Further details on intangible assets are given in Note 14.

(iii) Impairment of financial instruments

The Company uses a provision matrix to calculate ECLs for trade receivables. The provision rates are
based on days past due for the customers. The provision matrix is based on the Company’s historical
observed default rates. The Company will revise the matrix to adjust the historical credit loss experience
with forward-looking information. At every reporting date, the historical observed default rates are
updated and changes in the forward-looking estimates are analysed.

The assessment of the correlation between historical observed default rates, forecast economic conditions
and ECLs involves estimation. The amount of ECLs is sensitive to changes in circumstances and of
forecast economic conditions. The Company’s historical credit loss experience and forecast of economic
conditions may also not be representative of customer’s actual default in the future. The information
about the ECLs on the Company’s trade receivables and related party receivables is disclosed in Notes
16(a) and 21(a).

(iv) Contingent liabilities

The directors evaluate the status of any exposures on a regular basis to assess the probability of the
company incurring related liabilities. However, provisions are only made in the financial statements
where, based on the directors’ evaluation, a present obligation has been established, it is probable that
an outflow of resources embodying economic benefits will be required to settle the obligation and a
reliable estimate can be made of the amount of the obligation. Further details on contingent liabilities
are given in Note 29.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

2. CRITICAL JUDGEMENTS IN APPLYING THE ENTITY’S ACCOUNTING POLICIES (Continued)

(v) Impairment losses on non-financial assets

At each reporting date, the company reviews the carrying amounts of its tangible and intangible assets
to determine whether there is any indication that those assets have suffered any impairment loss. If any
such indications exist, the recoverable amount of the asset is estimated in order to determine the extent
of impairment loss. Where it is not possible to estimate the recoverable amount of an individual asset
the company estimates the recoverable amount of the cash generating unit to which the asset belongs.
Refer to Notes 13 and 14 for the carrying amounts of the non-financial assets.

(vi) Leases

Judgement is required in determination of the appropriate rate to discount the lease payments and the
assessment of whether a right-of-use asset is impaired.

3 REVENUE FROM CONTRACTS WITH CUSTOMERS

2021 2020

KShs’000 KShs’000

Wheeling revenue 2,668,666 2,668,667
Fibre revenue 131,153 80,058
2,799,819 2,748,725

Wheeling revenue is based on a fixed amount approved by the Energy and Petroleum Regulatory Authority
(EPRA).

4 GRANTS FROM NATIONAL GOVERNMENT

2021 2020
KSh’000 KSh’000
Recurrent grants received - 270,000
Capital grants realised (note 20(b)) 2,192,104 2,233,745
2,192,104 2,503,745

These are disbursed through the Ministry of Energy
Recurrent grants - 270,000
Project funding grants (note 20 (a)) 6,816,300 6,575,250
6,816,300 6,845,250

5  OTHER INCOME

Other income 20,025 39

Other income mostly relates to disposal of Company motor vehicles. The motor vehicles initially belonged
to contractors implementing projects and were transferred back to the Company at peppercorn cost on
completion of projects for disposal. The amount for the year ended 30 June 2020 related to sale of tender
documents.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

2020/2021 2019/2020
KShs’000 KShs’000
6(a) ADMINISTRATION COSTS
Staff costs (note 6(b)) 707,072 716,204
Directors’ emoluments 28,106 27,944
Depreciation of right of use assets (note 15) 19,610 19,610
Electricity and water 11,779 5,545
Insurance costs 93,412 33,746
Other maintenance costs 44,692 4,117
Rent and rates expenses 5,011 3,089
Security 67,713 53,661
Corporate communication, postage, telephone, printing and internet 5,605 3,902
Motor vehicle expenses and transport 20,280 136,449
Advertising, printing, stationery and photocopying 30,881 4,247
Staff training expenses 8,649 17,021
Hospitality supplies and services 7,195 955
Bank charges and commissions 1,697 2,600
Auditors’ remuneration 6,656 6,424
Legal fees 16,789 (54,572)
Consultancy and Professional fees 58,580 13,966
Realised foreign exchange losses 30,593 32,955
Unrealised foreign exchange losses 204,346 54,647
Other operating expenses 152,058 11,564
1,520,724 1,094,074
6(b) STAFF COSTS
Salaries and allowances for permanent staff 606,852 621,962
Wages for temporary staff 1,250 1,656
Compulsory national social security schemes 760 795
Other pension contributions 29,241 28,472
Leave pay and gratuity provisions 40,366 (4,135)
Staff welfare 28,603 67,454
Total 707,072 716,204
The average number of staff at the end of the year was:
Permanent staff — Management 460 460
Permanent staff — Support 97 92
Total 557 552
2021 2020
KShs’000 KShs’000
7(a) DISTRIBUTION COSTS
Maintenance costs for transmission lines 380,447 562,194
Other maintenance costs 189,301 360,676
569,748 922,870
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KENYA ELECTRICITY TRANSMISSION COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (Continued)

2020/2021 2019/2020
KShs’000 KShs’000
7(b) CREDIT LOSS EXPENSES ON FINANCIAL ASSETS
Provision for ECL —Third parties (note 16(a)) 9,752 7,986
Provision for ECL — Related party (note 21(a)) (107,559) 1,468,026
(97,807) 1,476,012
8 OPERATING PROFIT
Profit for the year has been arrived at after charging:
Directors’ emoluments — fees (note 6(2)) 28,106 27,944
Staff costs (note 6(b)) 707,072 716,204
Depreciation of property and equipment (note 13) 2,431,051 2,382,280
Amortisation of intangible assets (note 14) 131,803 128,991
Depreciation of right of use assets (note 15) 19,610 19,610
Auditors’ remuneration 6,656 6,424
Net foreign exchange loss 234,940 54,647
9 FINANCE INCOME
Interest income on bank balances 257,035 207,025
10 FINANCE COSTS
Interest expense on borrowings 39,747 62,775
Interest expense on lease liability(note 23) 25,729 25,477
65,476 88,252
11 TAXATION
(a) Income tax expense
Current tax 291,490 252,459
Deferred taxation credit (note 26) (65,509) (373,852)
Reduction in tax rate — deferred tax (note 26) - 59,890
225,981 (61,503)
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

11

12.

2020/2021
KShs’000
TAXATION (Continued)
(b) Reconciliation of taxation charge to expected
taxation based on profit before taxation
Profit/(loss) before taxation 647,988
Tax calculated at the applicable income tax rate of: 6
months - 25%, 6 months - 30% (2020: 6 months - 25%, 6
months - 30%) 178,197
Tax effect of:
Income not subject to tax -
Expenses not deductible for tax purposes 22,498
Reduction in tax rate 25,123
Under provision of deferred tax in prior years 163
Taxation charge/(credit) 225,981
(c) Corporate tax recoverable
At 1 July 172,722
Charge for the year (291,490)
Paid during the year 296,028
At 30 June 177,260

EARNINGS PER SHARE/(LOSS)

The earnings/(loss) per share is calculated by dividing the profit after tax of KShs 422,007,000

2019/2020
KShs’000

(632,945)

(158,236)

(625,936)
662,780
59,889

(61,503)

(13,271)
(252,459)
438,452

172,722

(2020: Loss after tax of KShs (571,442,000)) by the average number of ordinary shares in issue during
the year (note 18), There were no dilutive or potentially dilutive ordinary shares as at the reporting date.
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KENYA ELECTRICITY TRANSMISSION COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (Continued)
13.  PROPERTY AND EQUIPMENT (Continued)

Property and equipment include the following items that are fully depreciated:

Office equipment,

Motor Computer furniture, and
vehicles accessories fittings Total
KShs’000 KShs’000 KShs’000 KShs’000
2021
Cost 30,915 155,641 89,504 276,060
Nominal depreciation charge 7,729 51,828 11,888 71,445
2020
Cost 44217 149,011 88,905 282,133
Nominal depreciation charge 11,055 49,669 11,114 71,837

14, INTANGIBLE ASSETS -COMPUTER SOFTWARE AND LICENSES

2020/2021 2019/2020
KShs*000 KShs’ 000
COST
At beginning of year 470,289 422,774
Additions 129,579 47,515
At end of year 599,968 470,289
ACCUMULATED AMORTIZATION
At beginning of year 358,133 229,043
Charge for the year 131,803 128,991
Atend of year 489,936 358,034
NET BOOK VALUE 110,032 112,255

Intangible assets relate to computer software and licenses. The title of intangible assets is not restricted or pledged
as security for liabilities. There are no contractual commitments for acquisition of intangible assets.
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KENYA ELECTRICITY TRANSMISSION COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (Continued)
15.  RIGHT OF USE ASSETS

The Company leases office and storage space as well as certain parcels of land for its various uses. Information
about leases in which the Company is a lessee is presented below:

2020/2021 2019/2020
KShs’000 KShs’000
COST
At 1 July 230,584 230,584
Additions - -
At 30 June 230,584 230.584
ACCUMULATED DEPRECIATION
At beginning of year 19,610 -
Charge for the year 19,610 19,610
At end of year 39,220 19,610
NET CARRYING AMOUNT 191,364 210,974
16(a) TRADE AND OTHER RECEIVABLES
Trade receivables (note 16 (b)) 57,083 76,518
Deposits and prepayments 1,631,031 1,725,289
Staff receivables (notel6 (c)) 3,289 5,847
Other receivables 8,072,068 397,066
Gross trade and other receivables 9,763,471 2,204,720
Provision for impairment (37,098) (27,346)
Net trade and other receivables 9,726,373 2,177,374

The average credit period on sales of services is 30 days. Deposits and prepayments were made in the ordinary
course of business with regard to advance payment to the various projects. Staff receivables mainly relate to
per diem advanced to the staff in the normal course of business.

Trade and other receivables are carried net of expected credit losses (ECLs)/impairment losses. The movement
in expected credit losses/impairment losses is as set out below:

2020/2021 2019/2020

KShs’000 KShs’000

At the beginning of the year 27,346 19,360
Provision for expected credit losses 9.752 7,986
37,098 27,346
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

16(b)

16(c)

TRADE RECEIVABLES

Trade receivables (note 16(a))
Provision for doubtful receivables

30 June 2021

Expected credit loss rate
Estimated total gross carrying amount

at default

Expected credit loss

0-90days
KShs 000
0.0%

29,153

202072021
KShs’000

63,679
(6,596)

91-365days
KShs 000

0.25%

28,000
70

>365days
KShs 000
100.0%

6,526
6,526

2019/2020
KShs’000

Totals
KShs 000

63,679
6,596

As at 30 June 2021, the Company trade receivables with initial value of KShs 6,526,863 (2020: KShs

228,000) were fully provided for.

30 June 2020

Expected credit loss rate
Estimated total gross carrying amount at default
Expected credit loss

STAFF RECEIVABLES

Gross staff per diem

Amounts due within one year
Amounts due after one year

CASH AND BANK BALANCES

Cash at bank
Cash in hand

SHARE CAPITAL

Authorised, issued and fully paid:

20,000 fully paid ordinary shares of KShs 100 each

The ordinary shares carry one vote each.

RETAINED EARNINGS

0-90days  91-365days >365days Totals

KShs 000 KShs 000 KShs 000  KShs 000
0.0% 0.3% 100.0%

76,518 - - 76,518

2020/2021 2019/2020

KShs’000 KShs’000

3,289 5,847

3,289 5,847

3,289 5,847

7,839,385 3,242,510

1,000 1,000

7,840,385 3,343,510

2,000 2,000

The retained earnings represent amounts available for distribution to the entity’s shareholders. Undistributed
retained earnings are utilised to finance the entity’s business activities.
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KENYA ELECTRICITY TRANSMISSION COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)

20.  DEFERRED GRANT INCOME

The Company receives grants from the Government of Kenya for the construction of transmission lines. The
grants are amortised to profit or loss over the useful lives of the related assets.

(a) Deferred grant income reconciliation

(b)

(c)

*The direct component relates to grant received directly from Government of Kenya.

Direct component*

Deferred grant income brought forward
Additions in the year

Amortisation

Deferred grant income carried forward

Indirect component**

Deferred grant income brought forward
Received in the year

Amortisation

Deferred grant income carried forward

Total direct and indirect components (note 20(b))

Total reconciliation

Deferred grant income at 1 July
Additions:

Direct component

Indirect component

At 30 June 2021
Amortization:

Direct component
Indirect component

Deferred grant income carried forward
Amounts will be amortised as below:
Grant income to be amortised within one year

Grant income to be amortised after one year

At the end of the year

2020/2021
KShs’000

65,278,989
6,816,300
(1,179,889)

70,915,400

106,967,855

13,020,502
(1,012,215)

118,976,142

189,891,542

172,246,844

6,816,300
13,020,502

19,836,802

(1,179.,889)
(1,012,215)

(2,192,104)

189,891,542

2,192,104
187,699,438

189,891,542

2019/2020
KShs’000

59,858,158
6,575,250
(1,154,419)

65,278,989

95,355,733

12,691,448
(1,079,326)

106,967,855

172,246,844

155,213,891

6,575,250
12,691,448

19,266,698

(1,154,419)
(1,079,326)

(2,233,745)

172,246,844

2,233,745
170,013,099

172,246,844

**Indirect grants are those grants given to the government of Kenya by the various donors to fund projects
executed by KETRACO. The grant agreements are between the Government and the donors with KETRACO

acting as the executing body on behalf of the government.
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21

AMOUNT DUE FROM/TO RELATED PARTIES

The Government of Kenya is the principal shareholder in Kenya Electricity Transmission Company
Limited holding 100% equity interest. The Government also holds 50.1% and 70% of the equity interest in
The Kenya Power and Lighting Company Limited (KPLC) and Kenya Electricity Generating Company
Limited (KenGen), respectively. The Company is, therefore, related to KPLC and KenGen through
common shareholding.

The following transactions were carried out with related parties:

(a)

Outstanding balances arising from services rendered and grant allocation:

Kenya Power and Lighting Company Limited

Ministry of Energy

Provision for expected credit losses

2020/2021
KShs’000

5,897,754

5,897,754
(1,985,983)

3,911,771

2019/2020
KShs’000

6,114,389
2,591,453

8,705,842
(2,093,542)

6,612,300

As at 30 June 2021, the Company’s related party receivables with initial value of KShs 1,985,983,057
(2020: KShs 2,093,542,000) were fully provided for.

The Company wheels electricity from the independent power producers to KPLC for onward
transmission to end users. The significant increase in Company related party balances is mainly due
to non-collection of KPLC balances brought forward and wheeling revenue charged in the period.

The movement in expected credit losses/impairment losses is as set out below:

At the beginning of the year

Provision for expected credit losses

Ageing analysis
30 June 2021

Expected credit loss rate
Estimated total gross
carrying amount at default
Expected credit loss

30 June 2020

Expected credit loss rate
Estimated total gross
carrying amount at default
Expected credit loss

Current
KShs 000
0%

257,971

Current
K Shs 000
0%

2,844,976
6,085

31-60days
KShs 000
2.4%

257,971
6,191

31-60days
KShs 000
2.4%

253,524
6,085
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202072021 2019/2020
KShs’000 KShs’000
2,093,542 625,516
(107,559) 1,468,026
1,985,983 2,093,542
61-365 days >365days Totals
KShs 000 KShs 000 KShs 000
3.6% 66.3%
2,553,025 2,828,787 5,897,754
91,910 1,887,882 1,985,983
61-365 days >365days Totals
KShs 000  KShs 000 KShs 000
3.6% 66.3%
2,575,263 3,032,079 8,705,842
71,103 2,010,269 2,093,542
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21 AMOUNT DUE FROM/TO RELATED PARTIES (continued)
(b)  Payables to related party

2020/2021 2019/2020
KShs’000 KShs’000
Kenya Power and‘Lighting Company Limited 1,538,616 1,529,787
Current Portion 722,008 713,179
Non-current Portion 816,608 816,608

The current portion relates to maintenance cost carried out on the transmission lines by Kenya Power and
Lighting Company Limited (KPLC) on behalf of Kenya Electricity Transmission Company Limited
(KETRACO). The non-current component relates to the partial cost incurred by KPLC in the construction
of Kisii- Chemosit line which was transferred to KETRACO.

(c) Services rendered and government grants
(i)  The Kenya Power and Lighting Company Limited (KPLC)

2020/2021 2019/2020
KShs’000 KShs’000
Sales of services — Wheeling revenue 2,668,667 2,668,667
Purchase of services - Operating and maintenance expense 569,748 922,870
(ii) Government of Kenya
Exchequer funding for recurrent expenditure - 294,000
Grants received during the year 6,816,300 13,184,115
6,816,300 13,478,115

The Company receives funds from Government of Kenya for its recurrent and development
expenditure. The Government finances the various projects implemented by KETRACO through
non-refundable interest free grants.

(iii) Key management Compensation

2020/2021 2019/2020
KShs’000 kShs’000

(a) Directors’ emoluments
Fees for services as directors 4,798 3,130
Other emoluments 23,307 39,745
28,105 42,875

(b) Compensation to CEO
Short term employee benefits 9,650 9,650
Other long-term benefits 4,997 2,691
14,647 12,341

(c) Compensation to key management

Short term employee benefits 132,958 105,428
Other long-term benefits 4,041 32,964
136,999 138,392
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22 DEFERRED REVENUE

The balance relates to performance guarantee that was recalled for the construction of the Nairobi Ring
Substations - Lot A and B. It arose because the contractor (Ibedrola Ingenieria) was in breach of its
obligations as specified in the contract. KETRACO received the cash after recalling of the performance
guarantee. The case was concluded in 2019 and the balance utilized to settle part of the award to the

contractor.
23 LEASE LIABILITIES
2020/2021 2019/2020
KShs’000 KShs’000
The movement in the lease liabilities is as follows:
Balance at 1 January 232,142 230,584
Payment of lease liabilities (35,141) (30,828)
Interest on lease liabilities 25729 25,477
Unrealised foreign exchange losses 526 6,909
At 30 June 223256 232,142
Amounts due for settlement within 12 months 29,717 35,605
Amounts due for settlement after 12 months 193,539 196,537
At the end of year 223,256 232,142
The maturity analysis of the undiscounted lease payments is summarized below:
Maturity Analysis
Year 1 29,717 35,605
Year 2 25,498 30,332
Year 3 13,215 25,944
Year 4 11,102 19,924
Year 5 11,839 17,663
Onwards 131,885 102,674
Lease liabilities 223,256 232,142

The Company does not face a significant liquidity risk with regards to its lease liabilities. Lease liabilities are
monitored within the Company’s Finance function. The lease obligations are for the office and storage space
as well as certain parcels of land

The Company is not committed to any arrangements that are short term as at year end. The total cash outflow
for leases amount to KShs. 35 million (2020: KShs. 31 million). There are no restrictions or covenants imposed
by lessors and the Company did not enter into any sale and leaseback transactions during the year (2020: KShs.
nil).
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24

25

BORROWINGS
2020/2021 2019/2020
KShs’000 KShs’000
Balance at 1 July 3,576,708 3,465,074
Repayments of external borrowings during the year (46,464) (42,783)
Unrealised foreign exchange losses 175,965 101,129
Accrued interest 29,875 53,288
Balance at 30 June 3,736,084 3,576,708
Maturity analysis:
Amounts due within one year (current portion) 800,833 582,102
Amounts due after one year (non-current portion) 2,935,251 2,994,606
3,736,084 3,576,708
The analysis of both external borrowings are as follows;
External borrowing; -
Renminbi denominated loan from Exim Bank of China 2,770,319 2,546,957
Japanese yen denominated loan from Japan Bank for
International Corporation 965,765 1,029,751
3,736,084 3,576,708

The Company finalised novation agreements transferring ownership of the Sondu-Miriu, Kisii-Chemosit and
Kamburu-Meru transmission lines from KPLC and KenGen to KETRACO, the loans used to construct the
lines are payable to the Japan International Co-operation Agency and the Export-Import Bank of China. Both
facilities are repayable in 60 biannual instalments at an interest rate of 0.75% and 2.5%, respectively. The
loans are guaranteed by the Government of Kenya. The projects have now been transferred to KETRACO.

TRADE AND OTHER PAYABLES

2020/2021

KShs’000

Trade payables 10,199,489
Accruals 7,869,993
18,069,482

2019/2020
KShs’000

8,250,618
2,904,805

11,155,423

Trade payables mainly relate to domestic and foreign trade creditors, wayleaves and goods received/invoice

received payables.

The accruals mainly relate to amounts payable to the contractors in relation to the construction of

transmission lines.

65



KENYA ELECTRICITY TRANSMISSION COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)

26

DEFERRED TAX ASSET

Deferred income taxes are calculated on all temporary differences under the liability method using the
applicable tax rate of 30% (2019 — 30%). The make-up of the deferred tax asset in the year and the movement

thereon is presented below:

Movement in the deferred tax account is as follows:

At start of year

Tax impact through reduction of corporate tax rate

Charge to profit or loss (note 11)

The net deferred tax asset is attributable to
the following items:

Excess depreciation over capital
allowances

Leave pay provision

Staff gratuity provision
Provision for directors’ fees
Allowance for ECL

Unrealised exchange loss

The net deferred tax asset is attributable to
the following items:

Excess depreciation over capital
allowances

Leave pay provision

Staff gratuity provision
Provision for directors’ fees
Allowance for ECL

Unrealised exchange loss

2020/2021

KShs’000

673,301

673,301

65,509

738,810
[ July 2020  Profit or loss Equity
KSh’000 KSh’000 KSh’000
17,752 25,088 -
5,388 12,135 -
11,688 (6,278) -
3,168 1,642 -
530,222 76,702 -
105,083 (43,780) -
673,301 65,509 -
1 July 2020  Profit or loss Equity
KSh’000 KSh’000 KSh’000
15,965 1,787 -
18,357 (12,969) -
13,901 (2,213) -
4,201 (1,033) -
193,462 336,760 -
113,453 (8,370) -
359,339 313,962 -
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2019/2020
KShs*000

359,339
(59,890)

299,449
373,852

673,301

30 June 2021
KSh’000

42,840
17,523
5,410
4,810
606,924
61,303

738,810

30 June 2020
KSh’000

17,752
5,388
11,688
3,168
530,222
105,083

673,301
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27. CASH GENERATED FROM OPERATIONS
2020/2021 2019/2020
KShs <000 KShs ‘000
Reconciliation of profit before taxation to cash generated from
operations:
Profit/(loss) before taxation 647,988 (632,945)
Adjustments for:
Depreciation on property and equipment (note 13) 2,431,051 2,382,280
Amortization of intangible assets (note 14) 131,803 128,991
Depreciation of right of use assets (note 15) 19,610 19,610
Amortization of deferred grant income (note 20(b)) (2,192,104) (2,233,745)
Unrealized exchange losses 204,346 108,038
Finance income (257,035) (207,025)
Finance costs 65,476 88,252
Gain on disposal of Assets (16,239) -
Changes in working capital:
(Increase)/decrease in trade and other receivables (7,548,999) (26,797)
Decrease/(increase) in amount due from related parties 2,700,529 (2,197,910)
Increase in amount due to related parties 8,829 83,864
Decrease in deferred revenue - (1,654)
Increase/(decrease) in trade and other payables 8,085,502 (3,066,907)
Cash generated from / (used in) operations 4,280,757 (5,555,948)
28 CAPITAL EXPENDITURE COMMITMENTS
2020/2021 2019/2020
KShs’000 KShs’000
Authorised and contracted for 13,020,502 9,528,672
Authorised but not contracted for 6,816,300 13,184,115
19,836,802 22,712,787

Authorised and contracted for commitments relates to donor funded contract balances for the construction of
transmission lines as at 30 June 2021.

Authorised but not contracted for commitments relates to Government of Kenya contract balances for the
construction of transmission lines as at 30 June 2020.
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30.

PROVISIONS AND CONTINGENT LIABILITIES

(a) PROVISIONS 2020/2021 2019/2020
KShs’000 KShs’000
Provisions 5,665,370 4,493,927

Some projects have faced delays in completion due to challenges in obtaining wayleaves resulting in
extension of the duration of the projects beyond the original contract period. Cost overruns and
accumulated costs of idling resources are considered for reimbursement after a claims review
mechanism is completed.

(b) CONTINGENT LIABILITY 2020/2021 2019/2020
KShs’000 KShs’000
Legal claims 1,057,723 1,930,485

Contingent liabilities consist of ongoing court cases relating to acquisition of wayleaves and contractors’
claims. The Directors evaluate the status of these exposures on a regular basis to assess the probability of
incurring related liabilities.

FAIR VALUE OF FINANCIAL INSTRUMENTS

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date. The fair value measurement is based on
the presumption that the transaction to sell the asset or transfer the liability takes place either:

. In the principal market for the asset or liability, or
. In the absence of a principal market, in the most advantageous market for the asset or liability

The principal or the most advantageous market must be accessible by the Company.

The fair value of an asset or a liability is measured using the assumptions that market participants would use
when pricing the asset or liability, assuming that market participants act in their economic best interest.

The management assessed that the fair values of cash and cash equivalents, trade receivables, amounts due
from related parties, trade payables, amounts due to related parties and current loans to be the approximate
value of their carrying amounts largely due to the short-term maturities of these instruments (less than 90
days). The fair value of the non-current loan has been determined by computing the present value of future
cash out flows at the rate of 0.75% and 2.5% for Japan International Co-operation Agency and Export-Import
Bank of China loans respectively, over the loan period.

Fair value hierarchy

The fair value information on the assets measured at fair value is included below by level of the fair value
hierarchy. These are grouped into levels 1 to 3 based on the degree to which the fair value is observable.

(i) Level 1 fair value measurements are those derived from quoted prices (unadjusted) in active markets
for identical assets or liabilities;

(ii) Level 2 fair value measurements are those derived from inputs other than quoted prices included within
level 1 that are observable for the asset or liability, either directly (i.e. as a price) or indirectly (i.e.
derived from prices); and

(iii) Level 3 fair value measurements are those derived from valuation techniques that include inputs for the
asset or liability that are not based on observable market data (unobservable inputs)
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30. FAIR VALUE OF FINANCIAL INSTRUMENTS (Continued)
Level 1 Level 2 Level 3 Total
KShs’000 KShs’000 KShs’000 KShs’000
30 June 2021
Liability
Bank loans - - - -

31 June 2020

Liability
Bank loans - 3,601,509 - 3,601,509

31 FINANCIAL RISK MANAGEMENT

The Company’s activities expose it to a variety of financial risks including credit and liquidity risks and
effects of changes in foreign currencies. The Company’s overall risk management programme focuses on
unpredictability of changes in the business environment and seeks to minimise the potential adverse
effects of such risks on its performance by setting acceptable levels of risk. The Company does not hedge
any risks and has in place policies to ensure that credit is only extended to customers with an established
credit history.

The Company’s financial risk management objectives and policies are detailed below:
(i)  Credit risk

The Company has exposure to credit risk, which is the risk that a counterparty will be unable to pay
amounts in full when due. Credit risk arises from cash and cash equivalents, and deposits with banks,
as well as trade and other receivables. The board of directors sets the Company’s credit policies and
objectives and lays down parameters within which the various aspects of credit risk management are
operated.

An impairment analysis is performed at each reporting date using a provision matrix to measure
expected credit losses. However, Kenya Power Lighting Company Limited debts are analyzed based
on country credit rating as the Company is partially owned by the Government of Kenya. The
calculation reflects the probability-weighted outcome, the time value of money and reasonable and
supportable information that is available at the reporting date about past events, current conditions and
forecasts of future economic conditions. Generally, trade and other receivables are written off after all
collection efforts have been exhausted.
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31. FINANCIAL RISK MANAGEMENT (continued)

(i)  Credit risk (Continued)

The amounts that best represent the Company’s maximum exposure to credit risk as at 30 June 2021 were
as follows:

Fully performing  Past due Impaired Total
KShs

KShs <000 ‘000 KShs 000 KShs <000

At 30 June 2021
Trade receivables 63,679 - (7,135) 56,544
Other receivables 2,382,814 - (29,963) 2,353,381
Amounts due from related parties 1,801,350 4,096,404 (1,985,983) 3,911,771
Bank balances 7,838,846 - - 7,838,846

12,086,689 4,096,404 (2,023,081) 14,160,012

At 30 June 2020

Trade receivables 76,518 - - 76,518
Other receivables 402,913 - (27,225) 375,688
Amounts due from related parties 2,591,453 6,114,389 (2,093,542) 6,612,300
Bank balances 3,242,510 - - 3,242,510

6,313,394 6,114,389 (2,120,767) 10,307,016

The customers under the fully performing category are paying their debts as they continue trading.

The bank balance consists of KShs 319,652,553 held in escrow accounts (2020 — KShs 399,255,000), the
remainder is held in current accounts.

Credit risk from balances with banks and financial institutions is managed by the Company’s treasury
department in accordance with the Company’s policy. Investments of surplus funds are made only with
approved counterparties and within credit limits assigned to each counterparty. The limits are set to
minimise the concentration of risks and therefore mitigate financial loss through a counterparty’s
potential failure to make payments.

The Company has significant concentration of credit risk on amounts due from KPLC. However, the
Company has no collateral holdings.

Ultimate responsibility for liquidity risk management rests with the Company’s directors, who have built an
appropriate liquidity risk management framework for the management of the Company’s short, medium and
long-term funding and liquidity management requirements. The Company manages liquidity risk through
continuous monitoring of forecasts and actual cash flows.
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31 FINANCIAL RISK MANAGEMENT (Continued)

(ii)

(iii)

Liquidity risk management (Continued)

The table below represents cash flows payable by the Company under non-derivative financial liabilities by
their remaining contractual maturities at the reporting date. The amounts disclosed in the table are the
contractual undiscounted cash flows. Balances due within 12 months equal their carrying amounts, as the
impact of discounting is not significant. The liabilities will, however, be disposed of when funding is
received.

Less than 1 Between 3-12 Over
month months 12 months Total
KShs <000 KShs <000 KShs <000 KShs ‘000
At 30 June 2021
Trade payables 10,163,146 - - 10,163,146
Due to KPLC - 722,008 816,608 1,538,616
Borrowings - 800,833 2,935,251 3,736,084
Lease liability - 29,717 193,539 223,256
10,163,146 1,552,558 3,945,398 15,661,102
At 30 June 2020
Trade payables 8,250,618 - - 8,250,618
Due to KPLC - 713,179 816,608 1,529,787
Borrowings - 582,102 2,994,606 3,576,708
Lease liability 35,605 196,537 232,142
8,250,618 1,330,886 4,007,751 13,589,255
Market risk

The board has put in place an internal audit function to assist it in assessing the risk faced by the Company
on an ongoing basis, evaluate and test the design and effectiveness of its internal accounting and
operational controls.

Market risk is the risk arising from changes in market prices, such as interest rate, equity prices and foreign
exchange rates which will affect the Company’s income or the value of its holding of financial instruments.
The objective of market risk management is to manage and control market risk exposures within acceptable
parameters, while optimising the return. Overall responsibility for managing market risk rests with the
Audit and Risk Management Committee.

The Company’s Finance Department is responsible for the development of detailed risk management
policies (subject to review and approval by Audit and Risk Management Committee) and for the day to day
implementation of those policies.

There has been no change to the Company’s exposure to market risks or the manner in which it manages
and measures the risk.

(a) Foreign currency risk

The Company has transactional currency exposures. Such exposure arises through purchases of
goods and services that are done in currencies other than the local currency. Invoices denominated in
foreign currencies are paid after 30 days from the date of the invoice and translation at the time of
payment is done using the prevailing exchange rate. The following table demonstrates the effect on
the Company’s profit before tax and equity of applying the sensitivity for a reasonable possible
change in the exchange rate of the main transaction currencies, with all other variables held
constant.
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31 FINANCIAL RISK MANAGEMENT (Continued)
(iii) Market risk (Continued)
(b) Foreign currency risk (Continued)

Effect on profit before tax  Effect of equity

Change in USD rate KShs'000 KShs'000
2021 2% (65,401) (45,780)
-2% 65,401 45,780
2020 2% (169,199) (112,119)
2% 169,199 112,119
2020 2% (58,269) (40,823)
2% 58,269 40,823
Change in YEN rate
2021 2% (46,543) (32,580)
-2% 46,543 32,580
2020 2% (20,595) (14,417)
-2% 20,595 14,417
Change in YUAN rate
2021 2% (48,628) (34,039)
-2% 48,628 34,039
2020 2% (50,939) (35,657)
-2% 50,939 35,657

(c) Interest rate risk

Interest rate risk is the risk that the Company’s financial condition may be adversely affected as a
result of changes in interest rate levels. The interest rate risk exposure arises mainly from interest
rate movements on the Company’s deposits and borrowings. This exposes the Company to cash
flow interest rate risk.

Management of interest rate risk

To manage the interest rate risk, management has endeavoured to bank with institutions that offer
favourable interest rates. Interest on Yuan and Yen denominated loans are fixed at 0.25% and
0.75%, respectively.

Sensitivity analysis

The Company analyses its interest rate exposure on a dynamic basis by conducting a sensitivity
analysis. This involves determining the impact on profit or loss of defined rate shifts. The
sensitivity analysis for interest rate risk assumes that all other variables, in particular foreign
exchange rates, remain constant. The analysis has been performed on the same basis as the prior

year.
Carrying amount

30 June 2021 KShs

Assets

Bank balances 3,191,244

Interest rate sensitivity gap 3,191,244

30 June 2020

Assets

Bank balances 2,021,763

Interest rate sensitivity gap 2,021,763
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(iii)

(iv)

Market risk (Continued)
(a) Interest rate risk (continued)

Sensitivity analysis (continued)

Effect on profit before tax of a +2% change in interest rates

Effect on profit before tax of a -2% change in interest rates

Effect on equity +/(-)

Capital management

2020/2021
KShs 000

63,825

(63,825)

44,677

2019/2020
KShs, 000

40,435

(40,435)

28,305

Capital managed by the Company is the equity attributable to the equity holders. The primary
objective of the Company’s capital management is to ensure that it maintains healthy capital ratio in

order to support its business.

The Company manages its capital structure and makes adjustment to it, in light of changes in
economic conditions. To maintain or adjust the capital structure, the Company may adjust the
dividend payment to shareholders. No changes were made in the objectives, policies or processes

during the years ended 30 June 2021 and 30 June 2020.

The Company monitors capital using a gearing ratio. This ratio is calculated as net debt divided by
total capital. Net debt is calculated as total of interest-bearing loans and borrowings, trade and other

payables less cash and cash equivalents.

Share capital
Retained earnings

Equity
Total borrowings
Trade and other payables

(Less): cash and cash equivalents (Note 17)

Net debt

Total capital

Gearing ratio

2020/2021 2019/2020
KShs*000 KShs’000
2,000 2,000
2,457,739 2,035,732
2,459,739 2,037,732
3,747,667 3,576,708
19,052,083 11,155,423
(7,840,385) (3,343,510)
14,959,365 11,388,621
17,419,104 13,426,353
14% 15%

The major factors that impact on the equity of the Company include the following:

. revenue received from wheeling
. operation and maintenance cost
. cost of operating the transmission business

o cost of expanding the business to ensure that capacity growth is in line with electricity demand

. taxation
. dividends
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31.

32.

33,

34.

35.

FINANCIAL RISK MANAGEMENT (Continued)
(iv)  Capital management (Continued)

The Company uses Power System Development Planning process, which forecasts long-term growth
in electricity demand; evaluates the alternative means to meet and manage that demand and comes
up with a Least Cost Power Development Plan. The planning process determines a forward
electricity cost curve (the Long Run Marginal Cost), which will give an indication of the size of the
price increases that the Company requires in order to be sustainable over the medium and long term.
Adjustment of the tariffs for the electricity business is regulated and is subject to the process laid
down by the Energy and Petroleum Regulatory Commission (EPRA).

The electricity business is currently in the growth phase driven by a rise in demand and Government
policy. The funding of transmission capacity is to be obtained from exchequer funding, donor
funding from Local and international institutions and cash generated from wheeling business. The
adequacy of electricity tariffs allowed by the regulator and the level of Government support are key
factors in the sustainability of the Company.

INCORPORATION
The Company is incorporated in Kenya under the Kenyan Companies Act, 2015 and is domiciled in Kenya.
GOING CONCERN

The Company’s current liabilities exceed the current assets by KShs. 5.8 billion (2019/2020: KShs. 6.9
billion). The Company may, therefore, not meet its short-term obligations as and when they fall due.
However, the Company is 100% owned by the Government of Kenya which secures financing for various
projects for implementation by KETRACO. Further, the Company recorded a profit of KShs. 422 million for
the year ended 30 June 2021. In addition, KETRACO, receives funding from the exchequer through
budgetary allocation. The directors, therefore, are confident of continued support from the Government of
Kenya and other development partners for the foreseeable future. Consequently, the directors are not aware
of any material uncertainties related to events or conditions that may cast doubt upon the Company’s ability
to continue as a going concern. The financial statements have been prepared on the basis of accounting
policies applicable to a going concern.

EVENTS AFTER THE REPORTING PERIOD
There were no material adjusting events after the reporting period.
CURRENCY

These financial statements are presented in Kenya Shillings (KShs ‘000°)
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APPENDIX II: INTER-ENTITY TRANSFERS

KENYA ELECTRICITY TRANSMISSION COMPANY LIMITED

Development Grants

Bank Statement Date

Amount (KShs)

Indicate the FY to which the amounts

relate

18.09.2020 1,241,250,000 FY 2020/2021
28.02.2021 541,250,000 FY 2020/2021
28.02.2021 1,082,500,000 FY 2020/2021
18.02.2021 250,000,000 FY 2020/2021
14.04.2021 500,000,000 FY 2020/2021
03.03.2021 86,810,090 FY 2020/2021
27.04.2021 863,750,000 FY 2020/2021
07.05.2021 773,800,000 FY 2020/2021
23.04.2021 3,829,151,645 FY 2020/2021
22.05.2021 99,536,534 FY 2020/2021
06.07.2021 863,750,000 FY 2020/2021
08.07.2021 700,000,000 FY 2020/2021
Total 10,831,798,269

The above amounts have been communicated to and reconciled with the parent Ministry
General Manager - Finance
Kenya Electricity Transmission Company

Head of Accounting Unit
Ministry of Energy

Sign-m
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KENYA ELECTRICITY TRANSMISSION COMPANY LIMITED

APPENDIX VI: DETAILED ANALYSIS OF CASH AND CASH EQUIVALENTS

- 2020- 2019-
2021 2020 2020-2021 | 2019-2020

Financial institution Account number | Currency In '000 In '000 KShs '000 | KShs '000
a) Current account

Kenya Commercial Bank 1111251622 765,404 1,224,162
Kenya Commercial Bank 1200560752 462,975 797,601
Kenya Commercial Bank(Escrow) 1221490435 53,932 52,439
NCBA Bank Kenya Plc 1001309443 8,079 1,207
NCBA Bank Kenya Plc 1003385554 USD 397,490 222,170
NCBA Bank Kenya Plc 7612350017 1,576 127,732
NCBA Bank Kenya Plc 7612350025 14,402 6,841
NCBA Bank Kenya Plc 7612350038 EUR 75 8,773 259,713
NCBA Bank Kenya Plc 7612350046 321,938 249,604
Co-operative Bank of Kenya 01136160914100 114 1,228
Co-operative Bank of Kenya 01136160914101 11,142 71,838
Co-operative Bank of Kenya 01136160914102 308,396 326,189
Standard Chartered Bank 0104026386601 - 59
Standard Chartered Bank 9304026386600 EUR 2 - 190
Standard Chartered Bank 8704026386600 USD 5 - 488
Standard Chartered Bank 0104026386600 3,461,332 49
Citi Bank 300092007 967 1,000
Stanbic Bank 1,962,865 -
KCB Car Loan Account 60,000
Sub- total 7,839,385 3,342,510
e) Others(specify)
cash in hand 1,000 1,000
Sub- total 1,000 1,000
Grand total 7,840,385 3,343,510

Xi
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FOREWORD BY THE AUDITOR- GENERAL

| am pleased to present this Performance Audit Report on Provision of Sanitary Towels
to Girls in Public Primary Schools by the Ministry of Education. My Office carried out the
audit under the mandate conferred on me by Section 36 of the Public Audit Act, 2015.
The Act mandates the Auditor - General to examine the economy, efficiency and
effectiveness with which public money has been expended pursuant to Article 229 (6) of
the Constitution of Kenya, 2010.

Performance, financial and compliance audits form the three-pillars of the audit assurance
framework that | have established to give focus to the varied and wide scope of the audit
work done by my Office. The framework is intended to provide a high level of assurance
to stakeholders that public resources are not only correctly disbursed, recorded and
accounted for, but their use results in positive impacts on the lives and livelihoods of the
citizens. The main goal of our performance audit is to ensure effective use of public

resources and promote service delivery to the citizens.

Our performance audits examine compliance with policies, obligations, laws, regulations,
standards and whether the resources are managed in a sustainable manner. They also
examine the economy, efficiency and effectiveness with which public resources have
been expended. | am hopeful that corrective action will be taken in line with our

recommendations in the report.

The report is submitted to Parliament in accordance with Article 229 (7) of the Constitution
of Kenya, 2010 and Section 39 (1) of the Public Audit Act, 2015. | have also submitted
copies of the report to the Principal Secretaries; State Department of Early Learning and

Basic Education, The National Treasury, and the Secretary, President’s Delivery Unit.

~
CPA , CBS

AUDITOR-GENERAL
14 November, 2022
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LIST OF ABBREVIATIONS

ASALs Arid and Semi-Arid Lands

CDE County Director of Education

DPE Director of Primary Education
INTOSAI International Organization of Supreme Audit Institutions
ISA International Standards on Auditing
KCPE Kenya Certificate of Primary Education
KNEC Kenya National Exams Council

MoE Ministry of Education

OAG Office of the Auditor General

PS Principal Secretary

SCDE Sub-County Director of Education
SDGs Sustainable Development Goals
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DEFINITION OF TERMS

Menstrual Health- A state of complete physical, mental and social well-being, and not
merely the absence of disease or infirmity, in all matters relating to the menstrual process.

Menstrual Hygiene- Involves the use of clean menstrual management materials to
absorb or collect blood that can be changed in privacy, as often as necessary for the
duration of the menstruation period, using soap and water for washing the body as
required. It also involves having access to facilities to dispose of used menstrual

management materials and access to accurate information on menstrual matters.

Puberty- The period during which adolescents reach sexual maturity and become

capable of reproduction.

Non-biodegradable- A material that is not capable of being broken down by the action

of living organisms.
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EXECUTIVE SUMMARY

1.

4.

Background of the Audit

Adolescence is a crucial stage of life and is challenging for most girls because of its
physiological and psychological changes. One of the major physiological changes in
adolescent girls is menstruation, which occurs as part of their monthly cycle. During
this period, girls require sanitary products such as sanitary towels in order to maintain
personal hygiene. Girls from disadvantaged families cannot afford sanitary towels and
often resort to using unhygienic methods, making them vulnerable to infections or
illnesses. In addition, the lack of accessibility to sanitary towels may keep girls away

from school during their monthly cycle.

The Ministry of Education launched the Sanitary Towels Programme in 2011 in order
to provide access to sanitary towels to girls in public primary schools. Further, Section
2 (k) of the Basic Education (Amendment) Act, 2017 calls for the provision of free,
sufficient and quality sanitary towels to every girl child registered and enrolled in a
public basic education institution who has attained puberty. The Act also calls for
provision of a safe and environmentally sound mechanism for disposal of used

sanitary towels.

The objective of the Sanitary Towels Programme was to increase the access of
teenage girls to sexual and reproductive health products so as to; increase their
retention in school and transition to higher levels of learning, thereby enhancing their

academic performance.

Motivation for the Audit

The following factors motivated the Auditor- General to carry out the audit.

i.  The Sanitary Towels Programme is an affirmative action to ensure that girls
receive equal educational opportunities and have access to reproductive health
services. Further, according to the Ministry of Education, lack of access to
sanitary towels results to girls losing learning time equivalent to six weeks in an

academic year. Therefore, an audit was necessary to assess whether
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government efforts towards ensuring that girls receive equal educational
opportunities are being realized through the programme.

ii.  The Programme is also in line with Kenya’s commitment to the following United
Nation’s Sustainable Development Goals (SDGs); SDG 4 that seeks to ensure
inclusive and equitable quality education and promote lifelong learning
opportunities for all, SDG 3 on healthy lives and wellbeing for all at all ages,
and SDG 5 that seeks to empower all women and girls, among others. The
audit was important to assess whether the Programme’s objectives are being
achieved as this will contribute towards achievement of the SDGs, of which
Kenya is a signatory.

iii. The Government has spent approximately Kshs.3.1 billion in the financial years
2011/2012 to 2021/2022 on the programme. However, despite the budgetary
allocation, there has been an outcry about the free sanitary towels not being
available as and when needed. The audit was therefore necessary to assess

whether the funds are well utilized towards achievement of programme goal.

Objective of the Audit

5. The objective of the audit was to assess whether the Ministry of Education, through
the Sanitary Towels Programme, has ensured access to adequate menstrual hygiene

for girls in public primary schools.

Scope of the Audit

6. The audit assessed the implementation of the Sanitary Towels Programme by the
Ministry of Education. Specifically, the audit examined; the basis for the allocation of
sanitary towels to schools, the procurement process and distribution of the towels to
sub-county offices and the collection process by school's management. In addition,
the audit assessed the extent of training of primary school girls on menstrual hygiene
and the issuance of sanitary towels in public primary schools. The audit covered the
financial years 2019/20, 2020/21 and 2021/22.

Summary of Audit Findings
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Impact of the Sanitary Towels Programme

Under the programme, the Ministry of Education is required to provide free, quality
and sufficient sanitary towels to every girl who has attained puberty, registered and
enrolled in a public basic education institution for retention, transition and improved
performance. During the period under review, the Ministry provided sanitary towels to
8,858,101 girls in class 6, 7 and 8 during the schooling period. This has to some extent
contributed to reduction in cases of absenteeism and improved on regular attendance

of classes, improved performance, confidence, self-esteem and hygiene.

Despite the positive impact of the Sanitary Towels Programme, the audit revealed the
following performance issues which may hinder the Ministry from achieving the

objective of the Sanitary Towels Programme.

Insufficient Supply of Sanitary Towels

Each year, the Ministry of Education was to provide nine packets of sanitary towels to
every girl enrolled in a public primary school who has attained the puberty age.
However, a review of distribution lists and delivery notes indicated that the sanitary
towels issued to girls were insufficient to last them for the period they were in school,

as detailed below:

a) Only Seven Packets of Sanitary Towels Were Issued to Each Girl Annually

10.ldeally, the budget allocation for procurement of sanitary towels should be informed

11.

by the number of girls enrolled in class 6, 7 and 8 in all public primary schools, for the
period they are in school. This translates to 9 packets for the 9 months in school.
However, due to budget constraints, the Ministry planned for the issuance of 7 packets

per year, with the actual issuance being lower than the planned quantity.

For instance, the total enrolment of girls in class 6, 7 and 8 for the financial year
2021/2022 was 1, 675,299. At the average cost of Kshs.41.20 per packet and 7
packets of sanitary towels per girl per year, this translates to a budgetary allocation of
approximately Kshs. 483,156,232. However, an amount of Kshs. 259,092,504 was

disbursed, translating to 53.6% of the budgetary requirement. Therefore, girls received
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an average of 3.75 packets per year, which represents 42% of their annual entitlement

of 9 packets per year.

b) Eligible Girls in Lower Classes were not Included in the Programme
12.1n the allocation of sanitary towels, the Ministry considers girls in class 6, 7 and 8 as

the age in which girls attain puberty. However, a review of issuance lists in the
sampled schools revealed instances where girls in class 1, 2, 3, 4, and 5 had attained
the puberty age and were receiving sanitary towels. This category of girls was not
factored in the programme. Therefore, schools had to share the allocated towels
amongst all the girls who had attained puberty, thus reducing the number of packets

available for allocation.

c) The Number of Girls in the Distribution List did not Match the Schools’ Enrolment
Data
13.The Ministry was to allocate sanitary towels to schools based on each schools’

enrolment data of girls in class 6 to 8. However, a review of sanitary towels distribution
lists and schools’ enrolment data indicated that schools’ enrolment data did not match
the number of girls in the distribution lists. For instance, there was a huge deficit in the
supply of sanitary towels of 11,611 and 6,442 in the financial year 2019/2020 and
2021/2022, respectively. These deficits resulted to under delivery of sanitary towels

to schools.

d) Girls were Sharing their Allocation of Sanitary Towels with Relatives and Friends
14.The audit established that there were cases of girls sharing sanitary towels with

relatives and friends. Consequently, girls had insufficient sanitary towels for the period
they were in school. This was mainly attributed to the fact that most of the girls were
from humble backgrounds, whose immediate relatives may not afford sanitary towels

for own use.

Lack of Safe Disposal Facilities for Used Sanitary Towels

15. The Ministry is expected to provide a safe and environmentally sound mechanism for
disposal of used sanitary towels. However, the audit observed that there were no
appropriate disposal mechanisms for used sanitary towels. 39 out of the sampled 44

schools used pit latrines for their disposal. This poses a potential threat and harmful
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long-term effect to the environment, as the sanitary towels used in the Programme
were non-biodegradable. In instances where sanitary bins were being used, they were
not being emptied as frequently as required, due to the cost of emptying them,
resulting in the bins remaining full for long. This posed a potential health hazard to
the girls and the environment. The use of unsafe methods of disposing used sanitary
towels predisposed the girls to health risks during menstruation and the school

community at large.

Inefficient Distribution of Sanitary Towels

16. According to the Menstrual Hygiene Management Strategy, 2019 to 2024, the Ministry
was to develop distribution guidelines to ensure that the distribution of sanitary towels
was seamless, above board and that the sanitary towels being distributed are safe
and of good quality. However, the audit observed that there were inefficiencies in the
distribution of sanitary towels to public primary schools. The distribution was irregular,
with no prior communication on when to expect the sanitary towels. In addition, there
were no clear guidelines on the frequency of distribution of sanitary towels to girls.
Further, the facilitation allocated to schools for picking sanitary towels from sub-

county offices was not sufficient.

Lack of Uniform Training to Girls on Menstrual Hygiene Management

17.The Ministry of Education, in collaboration with the Ministry of Health, developed a
Menstrual Hygiene Management Handbook in 2020. The handbook reinforces and
acts as a reference guide for teachers in providing information on menstruation to
girls. However, the audit established that there was no uniform training to girls on
menstrual hygiene management in schools. Teachers had not been trained on
menstrual hygiene management and had not been issued with the Menstrual Hygiene
Management Handbook. Therefore, teachers were not conveying comprehensive and

consistent information on menstrual hygiene and safe practices to girls.

Lack of Clear Structures for Monitoring the Implementation of the Sanitary
Towels Programme
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18. According to the Kenya School Health Policy, 2018, the Ministry is required to monitor
aspects of school health with regards to the number of school girls provided with
menstrual hygiene products and number of schools with adequate toilet facilities,
sanitary bins and disposal facilities. However, the audit established that there were no
standard tools and structures for monitoring the implementation of the programme in
schools. This may hinder the Ministry from getting feedback on the challenges and

successes concerning the program, for informed decision making.

The Size and Quality of Sanitary Towels Issued to Schools was not Appropriate
for all Girls

19. The Ministry was expected to ensure that girls were issued with quality sanitary towels
that would meet the diverse levels of flow, wearing requirements and functionalities.
The absorbent filler of the sanitary towels was to be made of good quality fabric with
sufficient porosity to permit the assembled towels to meet the absorbency
requirement. However, the audit observed that the sanitary towels issued to schools
were of a standard size of 280mm. Therefore, the sanitary towels used in the
programme did not meet the diverse levels of flow for girls. Further, they did not have
wings with adhesive and were not of sufficient length for securing the sanitary towels

when in use.

Conclusion

20.The Ministry of Education has to some extent enabled access to adequate menstrual
hygiene to girls in public primary schools, relieving parents from the burden of
purchasing sanitary towels. Further, the programme has enhanced access to sanitary
towels by girls in public primary schools, thereby reducing cases of absenteeism,

promoting their competitive performance and participation in school.

21.Although the Ministry has increased access of teenage girls to sexual and
reproductive health products, there are challenges that may limit the Ministry from
ensuring that all girls in public primary schools who have attained puberty have access

to adequate menstrual hygiene.
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22.The Ministry has not provided sufficient supply of sanitary towels to all girls who have
attained puberty, as the Ministry allocates 7 packets per girl per year as opposed to
the required 9. In addition, girls in lower classes who have attained puberty are not
considered for the programme, despite benefitting from it, thus reducing the quantities
distributed to girls in class 6, 7 and 8 who are planned for in the programme. Further,
the shortage of sanitary towels is aggravated by the fact that the quantity of sanitary

towels distributed to schools did not match the schools’ enrolment.

23.The Ministry has not put in place safe measures to ensure that schools have safe
disposal facilities for used sanitary towels. Majority of the schools use pit latrines for
disposal. For the schools that have sanitary bins, the cost of emptying the bins was a
challenge. Unsafe disposal of sanitary towels can be detrimental to the health of girls

and pose a long-term harmful effect to the environment.

24.The Ministry’s distribution chain for sanitary towels from the manufacturer, to sub-
county offices and to schools is inefficient. This is due to irregular delivery of sanitary
towels to sub-counties and schools. In addition, head teachers were not adequately
facilitated to collect sanitary towels from sub-county offices. Further, the Ministry has
not issued clear guidelines on the quantity and frequency of issuance of sanitary
towels to girls in schools. As a result, there was inconsistency in the issuance of
sanitary towels, which resulted to some schools running out of sanitary towels before

delivery of subsequent consignments.

25.The Ministry has not put in place measures to ensure that that there is information and
uniform training to girls on menstrual hygiene management as it neither trained nor
issued the Menstrual Hygiene Management Handbook to teachers in-charge. This has
led to instances of improper use and disposal of sanitary towels by girls due to lack of

adequate information.

26.The Ministry is yet to develop and implement monitoring and evaluation mechanisms
for the Sanitary Towels Programme. Therefore, the Ministry does not have information

on the challenges and successes concerning implementation of the programme.
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27.The programme has not provided for a variety of sizes of sanitary towels, to cater for
different levels of flow. In addition, the sanitary towels used in the programme do not
meet user friendliness standards. For instance, the sanitary towels do not have wings
with adhesive to secure them when in use. This tends to affect the confidence and self
esteem of girls as the sanitary towels are not properly secured and are at the risk of

falling off when in use.

Recommendations

28.1n view of the audit findings and conclusions, the Auditor-General makes the following

recommendations for implementation by the Ministry of Education.

29.To ensure the sufficiency of sanitary towels for the programme, the Ministry should:

i. Provide adequate sanitary towels to girls for the school period;

il. Consider the age of girls who have attained puberty, rather than their class,
to inform allocation basis for sanitary towels to schools;

iii. Consider allocating quantities of sanitary towels to schools based on
enrolment data collected annually;

iv. Provide guidelines on the frequency and quantity of sanitary towels to issue
to girls in schools; and

V. Consider providing a margin of safety to act as a buffer in the event of
unforeseen demand of sanitary towels, as a result of over use or increments

in enrolment in during the school calendar year.

30.To ensure safe disposal of used sanitary towels, the Ministry should:
i. Improve the existing toilet facilities and equip them with sanitary bins; and

il. Provide a budgetary allocation to cater for regular emptying of sanitary bins.

31.To ensure efficient distribution of sanitary towels to schools, the Ministry should:
i. Develop and issue a distribution calendar to the contracted manufacturers
and the sub county offices. This will ensure regular delivery of sanitary

towels to schools; and
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. Deliver sanitary towels at zonal levels for schools that are far from
respective sub-county offices and facilitate schools for collection of the

sanitary towels.

32.To ensure that girls in public primary schools receive uniform training on menstrual
hygiene management, the Ministry should:
i. Train the teachers on menstrual hygiene management;
il. Issue schools with the Menstrual Hygiene Management Handbook; and
ii. Develop capacity building programmes that address challenges associated

with menstrual hygiene management.

33.The Ministry should develop and implement a clear monitoring and evaluation system
for the programme. This will ensure that the Ministry improves the implementation of

the programme through timely identification of successes and lessons learnt.

34.The Ministry should procure sanitary towels in the required sizes that meet the set
quality standards. This will ensure that sanitary towels used in the programme cater

for the different levels of flow, wearing requirements and functionalities.
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1.0 BACKGROUND OF THE AUDIT

1.1

1.2

1.3

1.4

Introduction

Adolescence is a crucial stage of life and is challenging for most girls because of its
physiological and psychological changes. One of the major physiological changes in
adolescent girls is menstruation, which occurs as part of their monthly cycle. During
this period, girls require sanitary products such as sanitary towels to maintain
personal hygiene. Girls from disadvantaged families cannot afford to buy sanitary
towels and resort to using unhygienic methods, making them vulnerable to infections
or ilinesses. In addition, failure to access sanitary towels may keep girls from school

during this period.

The Ministry of Education launched the Sanitary Towels Programme in 2011, in order
to provide access to sanitary towels to girls in public primary schools. Section 2 (k) of
the Basic Education (Amendment) Act, 2017, calls for the provision of free, sufficient
and quality sanitary towels to every girl child registered and enrolled in a public basic
education institution who has attained puberty. The Act also calls for provision of a

safe and environmentally sound mechanism for disposal of used sanitary towels.

The objective of the Sanitary Towels Programme was to increase the access of
teenage girls to sexual and reproductive health products so as to; increase their
retention in school and transition to higher levels of learning, thereby enhancing their

academic performance.

Motivation of the Audit

The following factors motivated the Auditor- General to carry out the audit:
According to a publication by Afri-Can, 2015 on Menstrual Health in Kenya, 65%
of Kenyan women and girls do not have access to sanitary towels. Furthermore,
two out of three women in rural Kenya receive menstrual hygiene products from
sexual partners. This means that a majority of women in the countryside depend
on men for menstrual products. Further, the publication states that some girls
engage in sexual activities with the aim of receiving the necessary menstrual

products in exchange. The lack of access to menstrual products keeps girls away
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from school during their menses. In addition, a research done by the Ministry of
Education indicate that lack of access to sanitary towels results to girls losing an
average of four school days per month, which translates to two weeks of learning
each term and an equivalent of six weeks of learning time in an academic year.
Therefore, it was necessary to conduct an audit to assess whether the Sanitary

Towels Programme has addressed the above challenges.

ii. Articles 56 (b) and (e) of the Constitution of Kenya, 2010, obligates the State to put
in place affirmative action programmes designed to ensure that minorities and
marginalized groups are accorded special opportunities in educational and
economic fields. It also provides for reasonable access to water, health services
and infrastructure. The Sanitary Towels Programme was an affirmative action
programme to ensure that girls receive equal educational opportunities and have
access to reproductive health services. Therefore, the audit sought to assess
whether government efforts towards equal opportunity for all is bearing fruits

through the programme.

iii. The Sanitary Towels Programme is in line with Kenya’'s commitment to the
following Sustainable Development Goals (SDGs):

a) Sustainable Development Goal 4 seeks to achieve inclusive and equitable
quality education and promote lifelong learning opportunities for all. Target
4.1 seeks to ensure that all girls and boys complete free, equitable and
quality primary and secondary education leading to relevant and effective
learning;

b) Sustainable Development Goal 3 seeks to ensure healthy lives and
promotes wellbeing for all at all ages;

c) Sustainable Development Goal 5 on gender equality seeks to empower all
women and girls; and

d) Sustainable Development Goal 6 on clean water and sanitation, target 6.2,
seeks to achieve access to adequate and equitable sanitation and hygiene
for all, paying special attention to the needs of women and girls and those

in vulnerable situations.
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Therefore, the audit was important because achievement of the programme’s
objectives will contribute towards achievement of the SDGs, for which Kenya is a

signatory.

iv. ~ The Government has spent approximately Kshs.3.1 billion during the financial
years 2011/2012 to 2021/2022 on supply of sanitary towels, which has benefited
8.9 million girls countrywide. Despite the budgetary allocation, there has been an
outcry from the Cabinet Secretary of Education and heads of schools about free
sanitary towels not being available for every period as expected. This is according
to the Star and Daily Nation Newspapers of August 1, 2019, and March 18, 2020,
respectively. The Nation Newspaper of September 19, 2019 also reported on how
a school girl in Kenya took her life after allegedly being shamed in class for having
her period and staining her uniforms. Therefore, these issues have raised
questions on the effectiveness of the programme. It was important to undertake
the performance audit to assess whether the funds allocated to the programme
are being utilized effectively and whether the programme is on course towards

achievement of its goals.
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2.0 DESIGN OF THE AUDIT

Audit Objective
2.1 The objective of the audit was to assess whether the Ministry of Education, through
the Sanitary Towels Programme, has ensured access to adequate menstrual

hygiene' for girls in public primary schools.

Audit Questions
2.2 The main audit question was; “How has the Ministry of Education ensured adequate
access to menstrual hygiene for girls in public primary schools?”

2.3 The audit sub-questions were: -

i. How has the Ministry ensured that all the girls who have attained puberty in
public primary schools have access to sufficient sanitary towels?

ii. How has the Ministry ensured that public primary schools have safe disposal
mechanisms for used sanitary towels?

ii. How does the Ministry ensure that the distribution of sanitary towels is
effective?

iv.  What measures has the Ministry and other stakeholders put in place to ensure
that there is uniform information and training of girls by teachers on menstrual
hygiene management?

v. To what extent has the Ministry of Education developed and implemented
monitoring and evaluation mechanisms for the Sanitary Towels Programme?

vi.  How has the Ministry ensured that sanitary towels issued to girls meet the

required quality standards?

Audit Scope
2.4 The audit assessed the implementation of the Sanitary Towels Programme by the
Ministry of Education. Specifically, the audit examined; the basis for the allocation of

sanitary towels to schools, the procurement process and distribution of the towels to

' Menstrual Hygiene: Involves use of clean menstrual management materials to absorb or collect blood that can be changed
in privacy as often as necessary for the duration of the menstruation period, using soap and water for washing the body as
required. It also involves having access to facilities to dispose of used menstrual management materials and access to
accurate information on menstrual matters.
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2.5

2.6

24

2.8

sub-county offices and the collection process by school's management. In addition,
the audit assessed the extent of training of primary school girls on menstrual hygiene
and the issuance of sanitary towels in public primary schools. The audit covered the
financial years 2019/20, 2020/21 and 2021/22.

Methods Used to Gather the Audit Evidence

The audit was conducted in accordance with performance auditing guidelines issued
by the International Organization of Supreme Audit Institutions (INTOSAI) and audit
policies and procedures established by the Office of the Auditor-General (OAG).

The audit team reviewed documents, conducted interviews with staff at the Ministry
of Education, sampled counties, sub-county offices and public primary schools. The
sampling ensured that there was regional representation, since the programme is
being implemented in the whole country. The audit also considered schools in
marginalized and Arid and Semi-Arid Lands (ASALs) counties, as well as quantities
of sanitary towels allocated to each county. The sampled Counties include; Busia,
Bungoma, Kisii, Kisumu, Baringo, Nakuru, Murang’a, Garissa, Kitui, Mombasa and
Kilifi. The details of the documents reviewed and interviews conducted are
summarised in Appendix | and Appendix Il. In addition, the audit team conducted

physical verification of the storage and disposal facilities for sanitary towels.

Sources of Audit Criteria

The following are the sources of audit criteria for the audit:

i.  Basic Education Amendment Act, 2017,
ii.  The Kenya Environmental Sanitation and Hygiene Policy, 2016 to 2030;
ii.  Menstrual Hygiene Management Policy, 2020;
iv.  Menstrual Hygiene Management Strategy, 2019-2024;
v. The Kenya School Health Policy 2018; and
vi.  Water Sanitation and Hygiene Guidelines.

The detailed criteria are shown in Appendix Ill.
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3.1

3.2

3.3

3.0 DESCRIPTION OF THE AUDIT AREA

The Sanitary Towels Programme

The Ministry of Education launched the first programme of sanitary towels in 2011.
Initially, the programme targeted girls in schools located in 82 former districts, chosen
from marginalized and slum areas. Equally, a school’s score, as per the National
Poverty Index, determined whether its pupils received the government-funded
sanitary towels or not. Currently, the programme caters for targeted girls in all public
primary schools in the entire country. The programme was transferred from the
Ministry of Education to the Ministry of Public Service, Youth and Gender Affairs
during the financial years 2017/2018 and 2018/2019 with a budget of Kshs.470
million, benefiting a total of 3,703,452 girls. However, the programme was transferred
back to the Ministry of Education in the financial year 2019/2020, due to challenges

in its implementation.

The overall goal of the Ministry of Education is to provide equal access to quality and
relevant education for both boys and girls, irrespective of their socio-economic status.
To achieve this goal, the Ministry was mandated to implement the Sanitary Towels
Programme, in accordance with Section 2 (k) of the Basic Education (Amendment)
Act of 2017, which calls for provision of free, sufficient and quality sanitary towels to
every girl child registered and enrolled in a public basic education institution who has
attained puberty. It also calls for provision of a safe and environmentally sound

mechanism for disposal of the sanitary towels.

The objective of the Sanitary Towels Programme is to increase the access of teenage
girls to sexual and reproductive health so as to; increase their retention in school,
transit to higher levels of learning, thereby enhancing their academic performance

and to put them at par with boys in school.
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3.4

3.5

3.6

3.7

3.8

The Ministry of Education
The Ministry of Education is responsible for national policies and programmes that
enable Kenyans access quality and affordable basic and higher education, and

academic research.

The Ministry comprises of several state departments, including the State Department
of Early Learning and Basic Education. This is the Department responsible for the

implementation of the Sanitary Towels Programme.

The Role of the Ministry of Education in the Implementation of the Sanitary
Towels Programme
The Ministry of Education is tasked with the following responsibilities:
i.  Incorporate reproductive health and menstrual hygiene into the curriculum for
learning institutions for all the relevant sectors;
ii.  Strengthen the school health system for referrals of menstruation related issues
by students;
iii.  Strengthen partnership with the Ministry of Health to provide menstrual hygiene
management information and services in schools; and
iv.  Generate data on the number of girls in class 6 to 8, to facilitate the provision

of free sanitary towels.

The County and Sub-County Directors of Education

The County Director of Education (CDE) is a representative of the Ministry of
Education at the county level and is subject to the authority of the Cabinet Secretary.
The County Director of Education, in consultation with the relevant county
government, is responsible for; implementation of education policies, co-ordination
and supervision of all education officers and support staff at the county level,
management of basic education, special needs education, tertiary and other

educational programmes.

With regards to the Sanitary Towels Programme, the CDE generates enrolment data

of girls in all the sub-counties and submits the information to the Ministry’s head office,
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to facilitate the allocation of sanitary towels to schools in each sub-county. At the sub-
county level, the Sub-County Director of Education (SCDE) is responsible for
providing schools’ enrolment data to the CDE for compilation. In addition, SCDEs are
responsible for receiving, co-ordinating and supervising the distribution of sanitary

towels to schools.

Public Primary Schools

3.9 Head teachers of public primary schools act as representatives of the Ministry of
Education at the school level. With regards to the implementation of the Sanitary
Towels Programme, they are responsible for; leading, organizing and managing
schools through; implementation of reproductive health and menstrual hygiene
programmes and overseeing issuance of sanitary towels to girls, in collaboration with

teachers’ in charge of issuance of the towels to girls.

The Organization Structure of the Ministry of Education

3.10 The Ministry of Education is headed by the Cabinet Secretary for Education, who is
assisted by the Principal Secretary (PS). The Department of Early Learning and Basic
Education is headed by the Director General who reports to the PS. The Director of
Primary Education (DPE) in turn reports to the Director General. The Sanitary Towels
Programme is implemented in the Directorate of Primary Education, headed by a

programme coordinator at the Ministry.

3.11 The County Director of Education implements activities of the Sanitary Towels

Programme, assisted by the Sub-County Director of Education (SCDE).

3.12 Head teachers of public primary schools report to the SCDE on how sanitary towels
are issued to girls in their schools. The detailed organogram is as illustrated in Figure
1.
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Figure 1: Organization Structure of the Ministry of Education
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Process Description for the Sanitary Towels Programme
3.13 The following are the processes involved in the Sanitary Towels Programme; from
procurement to the issuance of sanitary towels to girls:

i.  The Ministry of Education receives enrolment data of girls from all the 47
counties, through the respective County Directors of Education;

ii.  The Ministry compiles the data to have a database for girls in class 6,7 and 8
and calculates the quantity of sanitary towels to be purchased and allocated to
each girl, based on the budget allocation in every financial year;

iii. The sanitary towels allocation should be one packet per month for the nine

months the girls benefiting from the programme are in school;
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iv.  Arequisition is forwarded to the procurement department, in terms of the number
of girls per school per county, highlighting the number of packets required. The
sanitary towels coordinator also forwards a list of the counties divided into lots to
the procurement department. This is to ensure ease of tendering and distribution
of the sanitary towels to the individual schools;

v.  When the requisition is received, the procurement department advertises for the
sanitary towels production tender, which is awarded in lots. Only local
manufactures are allowed to apply for the tender;

vi. Once the tender is awarded, the manufacturers are given the authority to
commence production of the sanitary towels;

vii. To ensure quality of the sanitary towels, a team of officers appointed by the
Principal Secretary conduct inspection of the production process from raw
materials to packaging stages, using a checklist developed in consultation with
the Ministry of Health;

viii.  Once the production is complete, the manufacturers are required to deliver the
sanitary towels to the Sub-County Education Offices. They are then expected to
submit original and copies of delivery notes or invoices in files that are well
labelled to the Ministry of Education;

ix. The head teachers pick the sanitary towels from respective sub-county offices.
Each school or school representative must sign and stamp to acknowledge
receipt in the collection register,;

x.  Once the sanitary towels are delivered to the schools, teachers in-charge issue
them to girls, based on numbers allocated to the school;

xi.  The teachers in-charge are expected to sensitize the girls on menstrual health
hygiene management;

xii.  The teachers in-charge have an issuance register in which the girls sign when
collecting the sanitary towels; and

xiii. Head teachers are expected to submit returns on how the sanitary towels were
issued to the SCDEs.
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3.14 The process of submission of enrolment data, requisition, procurement, distribution
and issuance of sanitary towels, up to issuing to the girls, is as illustrated in Figure
2.

Figure 2: Process Flow Diagram on Provision of Sanitary Towels

» Compilation of enroliment data from the 47 counties

B N

» The Ministry of Education generates a database of girls from class 6 to8

* The Ministry of Education determines quantities required per school

* Procurement of sanitary towels J

* Inspection for quality during manufacturing

€€CECK

<K<

* Distribution of sanitary towels by the manufactures to SCDEs offices

* Collection of sanitary towels from SCDEs offices by headteachers

Step 81N Headteachers hand over sanitary towels to the teacher in-charge

€<

* Issuing of sanitary towels to girls by teachers in-charge

Source: Auditors Conceptualization of Activities Involved in the Sanitary Towels Programme
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Sources of Funding
3.15 The Sanitary Towels Programme receives funding from exchequer allocations. The
funds so allocated to the programme from the financial year 2011/12 to 2021/22 are

as shown in Table 1.

Table 1: Sources of Funding

~ Number of Girls

who have

Benefited from
Financial Year Amount Received (Kshs.) the Programme
2021/2022 270,408,000 268,578,871 898,379
2020/2021 470,408,000 470,408,000 1,675,679
2019/2020 375,000,000 375,000,000 1,359,008
2017/2018 &
2018/2019* 470,000,000 470,000,000 3,703,452
2016/2017 400,000,000 400,000,000 1,403,453
2015/2016 400,000,000 400,000,000 700,000
2014/2015 400,000,000 400,000,000 1,143,548
2013/2014 201,000,000 201,000,000 665,251
2012/2013 300,000,000 300,000,000 568,925
2011/2012 200,000,000 200,000,000 443 858
Total 3,486,816,000 3,484,986,871 | 12,561,553

*Budget funding during financial years 2017/2018 and 2018/2019 was through the Ministry of Public
Service, Gender and Youth Affairs.
Source: OAG Analysis of the Ministry of Education Financial Data
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4.1

4.2

4.3

4.0 FINDINGS OF THE AUDIT

Impact of the Sanitary Towels Programme

Section 2 (k) of the Basic Education (Amendment) Act of 2017, requires the Ministry
of Education to provide free, sufficient and quality sanitary towels to every girl
registered and enrolled in a public basic education institution who has attained
puberty. This is to ensure retention, transition and improved performance. During the
period under review, the Ministry provided sanitary towels to 8,858,101 girls in class
6, 7 and 8, for the period they were in school. The implementation of the Sanitary

Towels Programme has resulted to the following positive outcomes.

Reduced Cases of Absenteeism

Interviews with head teachers and teachers in charge in all the 44 sampled schools
revealed that prior to introduction of the sanitary towels programme, girl’s attendance
in school was irregular, compared to that of boys. This was because girls would miss
school during their menses, due to lack of sanitary towels. This has since changed
as girls can now access sanitary towels when in school and hence attend classes

regularly as boys do.

Competitive Performance and Participation in School by Girls

A review of the Kenya Certificate of Primary Education (KCPE) mean scores of girls
versus boys from 2018 to 2020 in the sampled schools revealed that the performance
of girls was almost at par with that of boys, with girls performing better than boys in

2020, as shown in Figure 3.
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Figure 3: Performance of Girls Versus Boys

KCPE Mean Score Performance of Boys Vs Girls For the
Years 2018 to 2020
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Source: OAG Analysis of Data on KCPE Performance

4.4

4.5

Interviews with 32 out of the 44 sampled head teachers indicated that girls were
actively participating in extra-curricular activities such as sports, games, drama,
music and debate, among others. Further, head teachers attributed the improved
performance and active participation of girls in extra-curricular activities to the access
to sanitary towels, among others. Consequently, their learning and participation was

not disrupted.

Improved Confidence, Self-esteem and Hygiene

Interviews with head teachers and teachers in charge in all the sampled 44 schools
indicated that prior to the programme, girls were shy to talk to their teachers,
classmates and parents on menstrual matters. This would lead to cases of girls
staining their dresses during their menses, thereby affecting their confidence, self-
esteem and hygiene. Access to sanitary towels in schools has boosted the girls’
confidence, self-esteem and hygiene. Interviews with teachers’ in-charge revealed
that as a result of the programme, girls could freely express themselves concerning

matters on menstruation, could ask questions and were more comfortable. In
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4.6

4.7

4.8

addition, all the girls interviewed were aware of how to access sanitary towels in case
need arose while they were in school.

Through the programme, girls were sensitized on menstrual hygiene management by
the teachers’ in-charge. Interviews with the girls benefitting from the programme
revealed that their confidence, self-esteem and hygiene had improved due to the
increased level of knowledge on menstrual health and hygiene. Out of the 452 girls
interviewed, 394, representing 88%, had been sensitized on the proper use and
disposal of sanitary towels. Another 345, representing 76% of the girls, had been
sensitized on personal hygiene. The sensitization and access to sanitary towels has

generally improved the confidence, self-esteem and hygiene of girls.

Relief of Financial Burden to Parents

Menstruation is a monthly occurrence to girls who have attained puberty. This implies
that girls require sanitary towels for their use on a monthly basis. Interviews with girls
benefitting from the programme indicated that they used an average of two packets
of sanitary towels during their monthly cycle. The average market price of one packet
of sanitary towels is Kshs.50, which implies that girls using two packets would incur
Kshs.100 per month, which translates to Kshs.1,200 per year, which is expensive for

most families.

The audit revealed that there were sub-counties where most of girls interviewed were
from poor homes, where sanitary towels were not a priority. For example, Ganze,
Kyuso, Mbalambala, Marigat, Likoni and Kisauni Sub-Counties continue to
experience challenges in accessing food and water. Therefore, buying sanitary towels
is not considered as a primary need. Analysis of the quantities of sanitary towels
distributed to these Sub-Counties, in relation to the market value, indicated that the
provision of sanitary towels to these Sub Counties relieved parents from incurring

significant amounts of money, as shown in Table 2.
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Table 2: Amounts Saved by Parents as a Result of Provision of Sanitary Towels to Girls

Through the Programme

Ganze 42,693 2,134,650 52,633 2,631,650 4,766,300
Kyuso 22,680 1,134,000 27,174 1,358,700 2,492,700
Marigat 26,384 1,319,200 30,653 1,532,650 2,851,850
Likoni 16,366 818,300 24,437 1,221,850 2,040,150
Kisauni 21,994 1,099,700 27,979 1,398,950 2,498,650
Balambala | 5,761 288,050 5,649 282,450 570,500

*The amounts indicated are as per the market price of one packet of sanitary towels which is

Kshs.50

4.9

4.10

Source: OAG analysis of data on girls benefitting from the Sanitary Towels Programme

Table 2 shows that in the financial years 2019/2020 and 2020/2021, parents in Ganze
Sub-County were relieved of the expenditure burden of Kshs.4,766,300, that would
have been incurred to purchase sanitary towels. Further, parents from Marigat Sub-
County were relieved of expenditure burden of Kshs.2,851,850 for a similar period.
Therefore, the parents could re-direct the funds to other basic needs in their

households.

Reduced Cases of Girls Engaging in Sexual Activities in Exchange for Sanitary
Towels

Interviews with the Sub-County Directors of Education (SCDEs), head teachers,
teachers’ in charge and girls in 9 out of 19 sampled Sub-Counties revealed that prior
to the programme, girls whose parents could not afford to purchase sanitary towels
would resort to engaging in sexual activities in exchange for sanitary towels. This
often led to unwanted pregnancies and eventual drop out from school by girls.
Further, the girls were exposed to sexually transmitted diseases. However, these
challenges have been significantly reduced by the implementation of the Sanitary
Towels Programme which has increased access to sanitary towels to girls in public

primary schools.
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4.11

412

4.13

4.14

4.15

Despite the positive impact of the Sanitary Towels Programme, the audit revealed the
following performance issues which may hinder the Ministry from achieving the

objective of the Sanitary Towels Programme.

Insufficient Supply of Sanitary Towels

Section 2 (k) of the Basic Education (Amendment) Act of 2017, requires the Ministry
of Education to provide free, sufficient and quality sanitary towels to every girl child
registered and enrolled in a public basic education institution who has attained
puberty. The Ministry was expected to provide nine packets of sanitary towels
annually to girls, which translates to one packet per month, for the period they are in

school.

However, a review of distribution lists and delivery notes indicated that the quantities
of sanitary towels issued to girls were insufficient to last them for the period they were

in school, as discussed below.

a) The Ministry Allocated Seven Packets of Sanitary Towels Per Girl Per
Year as Opposed to the Required Nine Packets

A review of the sanitary towels’ distribution lists and interviews with the sanitary towels

coordinator at the Ministry revealed that it allocates 7 packets of sanitary towels to

girls as opposed to the required 9. This was attributed to budgetary constraints.

For instance, the total girls’ enrolment in class 6,7 and 8 in the financial year
2021/2022 was 1,675,299 which means the Ministry required a budget allocation of
Kshs. 621,200,869 to procure 9 packets of sanitary towels for each of the girls in class
6,7, and 8 in public primary schools. However, an amount of Kshs. 259,092,503.60
was allocated, resulting to a deficit of Kshs. 362,108,365 as summarized in Table 3.
Further, the actual amount allocated for that year was inadequate to procure at least
7 packets per girl in class 6,7, and 8. The procurement would have required a budget
allocation of Kshs. 483,156,232 against the allocation of Kshs. 259,092,503.60. The

inadequate allocation of funds is indicated in the same table.
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Table 3: Comparison of Ideal Budget versus Actual Allocation

Actual
el - S allocation Busigst Actual no. No. of
Requirements Deficit- Enrolment
based on 7 of girls girls left
for 9 packets e unfunded of girls Pt e
(Kshs.) PO - (Kshs.) pispiaci et
(Kshs.)
6 206,947,559 160,959,212 | 206,947,559 | 558,111 0 558,111
7 207,127,768 161,099,375 | 116,084,172 | 91,043,695 | 558,597 402,511 156,086
8 207,125,543 161,097,644 | 143,008,331 | 64,117,212 | 558,591 495,868 62,723
Total 621,200,869 483,156,232 | 259,092,504 | 362,108,366 | 1,675,299 898,379 776,920

*The unit cost of manufacturing one packet is at the rate of Kshs.41.20

Source: OAG Analysis of data on budget allocation for the Programme

4.16 Inadequate budgetary allocation to the programme has resulted into the Ministry not issuing
sanitary towels to all the girls in class 6,7 and 8 as was planned. This is depicted in Table 4
where the sanitary towels issuance was at an average of 80% of girls in class 6 in the financial
years 2019/2020 and 2020/2021. No allocation was given to these girls in the financial year

2021/2022.

Table 4: Percentage of Girls Considered for the Sanitary Towels Programme

Financial Budget Percentage of Percentage of Percentage of Total No. of
Year Allocation Girls in Class GirlsinClass 7 Girls in Class Girls
6 8 Considered
80% of girls per | 80% of girls per | 80% of girls per
2019/2020 | 375,000,000 | school school school 1,359,008
80% of girls per | 100% of girls per | 100% of girls
2020/2021 | 470,408,000 | school school per school 1,675,679
72% of girls per | 100% of girls
2021/2022 | 270,408,000 | O school per school 898,379
Source: OAG analysis of data on girls benefitting from the Programme and budget allocations

4.17 In addition, the budget allocations were not consistent over the years, which resulted

in changes in the number of girls targeted, as shown in Figure 4.

Performance Audit Report on Provision of Sanitary Towels to Girls in Public Primary Schools

Page 18



Figure 4: Budget Allocation Compared to Number of Girls Targeted by the Programme

Budget Allocations Compared to No. of Girls Targeted
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Source: OAG analysis of budget allocation and girls benefitting from the Programme

Figures 4 show that the allocations for the programme increased from
Kshs. 368,297,601 in the financial year 2019/2020 to Kshs. 470,408,000 in
2020/2021, before reducing to Kshs. 270,408,000 in 2021/2022 financial year. This
is despite the increase in enrolment of girls to 1,675,679 in the same year. The
fluctuations in the annual allocations impacted the number of girls benefiting. For
example, the number of girls who benefited in the financial year 2019/2020 increased
from 1,359,008 to 1,675,679 but reduced to 898,379 in the financial year 2021/2022

due to a drastic cut on budgetary allocations.

b) Eligible Girls in Lower Classes were not Included in the Programme
Puberty in girls occurs between ages 10 to 19 years. A review of distribution lists at
the sampled sub-county offices revealed that the quantities of sanitary towels
allocated to schools was based on enrolment of girls in class 6, 7 and 8. However, a
review of schools’ issuance lists revealed that out of 9,589 girls issued with sanitary
towels, 2,640, representing 28%, were in lower classes; class 5 and below. This

category of girls was not factored in the programme. Out of the 452 girls interviewed,
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444 indicated when they first started their menses. Out of 444 girls, 137 girls,
representing 31%, indicated that they started their menses in class 5 and below as

shown in Table 5.

Table 5: Class in which Girls Started Menses

-

Cl; 0. of G centage of G
5 102 23
4 30 7
3 5 1
Total 137 31

Source: OAG Analysis of interview minutes

420 Further, 54 out of 452 girls interviewed indicated that they started their menses
between the age of 9 to 11, which indicates that they would require sanitary towels,
despite the Ministry’s cut off age of 12 and 14 years, who are presumed to be in class
6, 7 and 8.

4.21 In addition, it was observed that there were older girls in lower classes who were
enrolled to school late and were benefiting. For instance, in a school in Garissa
Township Sub-County, there were older girls between the age of 12 to 18 years who

were in lower classes and were benefiting from the programme as shown in Table 6.

Table 6: Older Girls in Lower Class in a School in Garissa Township Sub-County

‘Class ' R Age

ECD 5 7 | - - - - - 12
1 19 11 9 1 ; ; ; 40
2 32 28 21 10 : 5 F 91
: 22 15 15 3 : 2 ; 57
4 12 14 16 12 5 0 1 60
5 8 15 23 16 8 1 0 71
Total | 98 90 84 42 13 3 1 331

Source: OAG analysis of enrollment data

4.22 Table 6 shows that girls were enrolled to school late into lower classes. Interviews
with SCDE of Garissa Township Sub-County, revealed that late enrolment was
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attributed to cultural and religious practices that required children to be enrolled into

other programmes before joining basic primary education.

423 Further, girls in lower primary who were benefiting from the Sanitary Towels
Programme were more than girls in upper primary in Garissa Township Sub-County,
as shown in Table 7. The late enrolment into schools may have led to low transition

rate to upper primary.

Table 7: Comparison of Number of Girls Benefiting in Lower and Upper Primary

ECD 12 - - 12
1 72 - - 72
2 92 - - 92
% 60 ol 10 127
4 60 124 10 194
5 60 132 12 204
Total Lower Primary 356 313 32 701
6 68 104 10 182
7 64 103 9 176
8 62 90 6 158
Total Upper Primary 194 297 25 516

Source: OAG analysis of data on girls benefitting from the programme

4.24 Failure by the Ministry of Education to consider girls in lower classes has resulted to
the schools having to share the allocated number of towels amongst all the girls who
have attained puberty, thereby making it impossible to achieve the intended allocation
of 7 packets per girl per year. Further, out of the 44 schools visited, 33 could not meet

the targeted 7 packets as shown in Table 8.
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4.25

4.26

Table 8: Schools Issuing Less than Seven Packets of Sanitary Towels per Girl Annually

1 1 Bouralgy
2 1 Yathrib, Raya
3 6 ling'arua, Matibo, Petanguo, Sirisia Township, Iftin and Majengo.
4 4 Busia Airstrip, Butonge, Bondeni and Vyemani.
Mwangala, Mikwa, Lwakhakha, Lomanira, ADC, Nyadina,
Nyanchwa, Gianchere, Maryango, Kakuyuni, Concordia,
5 14 Mtopanga, Konditi and Ganjoni.
Shalom, Nyalenda, Gede, Marigat, Pala, Kwangamor and
6 7 Angorom.
Total 33

Source: OAG analysis of data on the number of sanitary towels issued to girls annually

Table 8, shows that 14 out of 33 schools were issuing an average of 5 packets of
sanitary towels per girl in a year. Further, Bouralgy Primary School on the other hand
could only issue 1 packet of sanitary towels per girl per year. Consequently, the
envisioned access of 9 packets per year has not been achieved. Details of sanitary

towels issuance in all the sampled 44 schools is shown in Appendix IV.

c) The Number of Girls in the Distribution List did not Match the Schools
Enrolment Data

According to the Ministry of Education, the allocation of sanitary towels to schools
was to be based on schools’ enrolment data of girls in class 6 to 8. Sub County
Directors of Education were to submit schools’ enrolment data to the Ministry on an
annual basis. The quantity of sanitary towels distributed were to be informed by the
prior year's enrolment. However, a review of sanitary towels distribution lists and
schools’ enrolment data indicated that the school enrolment data did not match the

number of girls in the distribution list, as shown in Table 9.
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4.27

4.28

4.29

4.30

From Table 9, it can be observed that there was a significant difference in the number
of girls in the distribution list compared to that in the enrolment data of schools in the
financial years 2019/2020 to 2021/2022 in the sampled sub-counties. This led to a
huge deficit of 11,611 in the financial years 2019/2020 and 6,442 in the financial year
2021/2022. Further, in the financial year 2020/2021, it can be observed that there
were inconsistencies in the number of girls in the distribution list, against schools’
enrolment data, leading to surplus or deficit in the quantities of sanitary towels

delivered.

In addition, interviews with all the SCDEs confirmed that there were differences
between the number of girls in the distribution list and the enrolment data of schools.

This contributed to insufficiency of sanitary towels issued to the girls in schools.

d) Girls were Sharing their Allocation of Sanitary Towels with Relatives and
Friends

When sanitary towels are received at school, they are issued either on a monthly
basis, termly basis or all the packets at once. Interviews with head teachers and
teachers’ in-charge revealed that in cases where the girls were issued with all the
packets at once, they would share their allocation with their close relatives and
friends. For instance, 112 out of 452 girls interviewed reported having shared out the
sanitary towels received. Majority of the girls indicated that they shared their sanitary

towels with their siblings in secondary schools.

Sharing of sanitary towels was attributed mainly to most of the girls being from poor
backgrounds, with their close relatives not having the financial capacity to purchase
sanitary towels for own use. In addition, girls with sisters in day secondary schools
shared their allocation of sanitary towels. This was because there were no sanitary
towels programmes in secondary schools, yet some girls in these schools faced
challenges in accessing sanitary towels. Sharing their sanitary towels allocation
contributed to girls not having sufficient sanitary towels to last them for the period they

are in school.
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4.32

4.33

4.34

e) Girls were Using More Sanitary Towels than the Quantities Issued at
School

When girls experience their menses, they require sanitary towels. The usage of
sanitary towels is dependent on the duration of the menses and the intensity of the
flow. Out of the 452 girls interviewed, 185 girls representing 41%, used one packet of
sanitary towels per month, which is in line with the Ministry’s allocation policy.
However, 267 girls representing 59%, indicated that they used two or more packets
of sanitary towels per month. This could be attributed to prolonged menses of more
than 3 days. Further, interviews revealed that 286 girls experienced prolonged
menses of more than four days. Moreover, there were girls who experienced heavy

flows, necessitating the use of more than one packet of sanitary towels per month.

Lack of sufficient allocation of sanitary towels to girls in public primary schools

resulted in the following:

i. Instances of girls absenting themselves from school, thereby negatively
affecting their performance;

ii. Girls resorting to using unhygienic materials like torn pieces of clothes and
blankets making them uncomfortable at school and vulnerable to infections;

ii. Challenges in planning the issuance of sanitary towels, resulting to head
teachers having to purchase additional sanitary towels for girls before the next
consignment is delivered; and

iv.  Girls engaging in sexual activities in exchange for menstrual products. This
may lead to unwanted pregnancies, sexually transmitted diseases and

eventual drop out from school.

Lack of access to sufficient sanitary towels by girls in public primary schools hinders

the Ministry from achieving the programmes objectives.

Lack of Safe Disposal Facilities for Used Sanitary Towels
Section 2 (k) of the Basic Education (Amendment) Act of 2017, requires the Ministry
of Education to provide a safe and environmentally sound mechanism for disposal of

used sanitary towels. In addition, the Kenya Environmental Sanitation and Hygiene

Performance Audit Report on Provision of Sanitary Towels to Girls in Public Primary Schools

Page 25



4.35

4.36

4.37

Policy (KESHP), 2016 to 2030, require all schools to have separate private collection
and disposal systems for used menstrual cloth and sanitary towels. Further, the Water
Sanitation and Hygiene (WASH) Standards and Guidelines on infrastructure in pre-
primary and primary schools require that there should be at least one cubicle in each
girls’ toilet block equipped with a foot operated pedal bin for disposal of used sanitary
towels. These bins should be emptied at least once every week and the material fully

incinerated at a designated area, using a proper incinerator.

According to the policy, the Government should cater for the cost of water supply,
environmental sanitation and hygiene services. In addition, it should meet operation
and maintenance cost by providing adequate budgetary allocations. However,
interviews with head teachers revealed that the cost of disposal of used sanitary
towels is not adequately catered for in the budgetary allocation. Review of documents
revealed that the Government allocates Ksh.13.10 per pupil per term for general
environmental and sanitation activities, which is insufficient. Furthermore, the amount

is not specific to sanitary towels disposal.

Physical verification of toilet facilities in the sampled public primary schools revealed
that the Ministry had not put in place appropriate disposal mechanisms for used
sanitary towels. Interviews with 44 head teachers indicated that only 5 schools had
sanitary bins in place, whereas the remaining 39 had pit latrines for disposal of used
sanitary towels. The challenges faced with each disposal method are discussed

below.

a. Schools Using Sanitary Bins

The audit established that the five schools that had sanitary bins for disposal of used
sanitary towels were located in town centres. Interviews with head teachers revealed
that the cost of emptying sanitary bins was a high, as these services were outsourced.
Review of payment vouchers from disposal companies revealed that the average cost
of emptying a sanitary bin was Kshs.800. The cost of emptying the sanitary bins in

primary schools is provided for through the Environment and Sanitation Vote head,
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parents own contribution or revenue collected from boarding fees charges. These are
as listed in Table 10.

Table 10: Cost Incurred in Emptying Sanitary Bins

4.38

4.39

4.40

Ganjoni Mombasa | 13 7,200 Charges from school's boarding facility
Majengo Mombasa | 2 700 Environment and Sanitation Vote head
Mtopanga Mombasa | 4 1,600 Environment and Sanitation Vote head
Gede Malindi 4 2,000 Parents own contribution

Vidhu Ramji* | Murang'a | 6 - =

* Even though Vidhu Ramji has sanitary bins, they did not incur any disposal expense as they emptied
the bins into pit latrines located in the school compound.

Source: OAG analysis of documents on costs of disposing sanitary towels

From the table above, it can be observed that schools that had sanitary bins incurred
high costs of emptying the bins. For instance, Ganjoni Primary school in Mombasa
County spent Kshs.7,200 every month in emptying the bins. Therefore, there is a risk
of schools failing to empty sanitary bins on a weekly basis as required, resulting in
the bins remaining in use for a prolonged period, thus posing a potential health hazard

to girls and the environment.

b. Schools Using Pit Latrines

The audit established that the 39 schools that were using pit latrines for disposal of
used sanitary towels were located in rural areas. These schools could not afford
sanitary bins due to inadequate budgetary allocation from the Ministry to construct
toilet blocks, provide sufficient running water and equip the toilets with sanitary bins.
In addition, a significant number of schools had low enrolment, hence the
Environment and Sanitation Vote Head was inadequate to cover the cost of

purchasing and emptying sanitary bins, as detailed in Appendix V.

Further, it was observed that majority of the pit latrines were in deplorable conditions

and lacked water for hygienic purposes after usage. Disposal of sanitary towels in pit
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latrines pose a threat and long-term harmful effect as sanitary towels are non-

biodegradable.

4.41 Safe disposal of the used sanitary towels is key to keeping girls healthy and confident
in school. Consequently, use of unsafe methods of disposing used sanitary towels

predisposes girls the school community to health risks.

Inefficient Distribution of Sanitary Towels

442 The Kenya Environment Sanitation Health Policy 2016 to 2030, require the Ministry
to promote an effective distribution mechanism for the delivery of sanitary towels to
reach girls in all public primary schools. According to the Menstrual Hygiene
Management Strategy 2019 to 2024, the Ministry of Education was to develop
distribution guidelines to ensure that the process is seamless, transparent and that

the sanitary towels distributed are safe and of good quality.

4.43 The supply and distribution of sanitary towels to target sub-counties was done in lots.
Each supplier was contracted to supply different lots up to the sub-county offices. The
head teachers are then required to collect sanitary towels once delivered at sub-
county offices. The audit established that there were inefficiencies in the distribution

of sanitary towels to public primary schools as discussed below.

a. lrregular Delivery of Sanitary Towels to Sub-County Offices and Schools
4.44 After the production of the sanitary towels is completed, the Ministry is expected to
notify all the SCDEs, through a circular, on the proposed delivery dates. This should
be done at the beginning of the year, during the first term. Review of distribution lists
and delivery notes revealed that although the distribution of sanitary towels was done
annually in the first term of the school calendar, there was no clarity on the month the
towels were expected at the sub county offices. The delivery dates for sampled sub-

counties is shown in Table 11.
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Table 11 : Delivery Dates of Sanitary Towels to Sub Counties

1 Kilifi Kyuso 11 March, 2020 21 January, 2021
3 | Kilifi Malindi 24 April, 2021 12 February, 2020
4 | Kilifi Ganze 22 February, 2022 26 April, 2021

5 | Mombasa Mombasa 5 February, 2020 20 January, 2021
6 | Kwale Likoni 4 February, 2020 20 January, 2021
7 | Mombasa Kisauni 4 February, 2020 20 January, 2021
8 | Baringo Mogotio 19 February, 2020 23 February, 2021
9 | Baringo Marigat 20 February, 2020 23 February, 2021
10 | Nakuru Nakuru East 3 February, 2020 23 March, 2021
12 | Garissa Garissa Township 25 February, 2020 22 January, 2021
14 | Bungoma Bungoma West 11 March, 2020 3 March, 2021

15 | Bungoma Teso South 23 February, 2020 28 January, 2021
17 | Muranga Gatanga 3 March, 2020 15 February, 2021
18 | Muranga Muranga East 3 February, 2020 18 February, 2021
19 | Kisumu Nyando 4 March, 2020 14 April, 2021

20 | Kisumu Nyakach 3 February, 2020 12 April, 2021

4.45

4.46

4.47

Source: OAG analysis of data on delivery dates of sanitary towels

From Table 11, it can be observed that the delivery dates for the sanitary towels were
irregular. For instance, in 2020, Kyuso Sub- County received sanitary towels in
March, while in 2021, they were received in January. Kisauni Sub-County received

sanitary towels in April 2020, while in 2021, they were received in January.

Further, interviews with Sub County Directors of Education in the sampled sub-
counties confirmed that the delivery of sanitary towels to sub-county offices and
subsequently to schools was irregular, as indicated in Table 11. All the interviewed
Sub-County Directors of Education confirmed that they were not aware of the
expected delivery dates. They were only notified by the contracted suppliers of the
delivery on actual dates of delivery to the sub-county offices. Further, all the head
teachers interviewed indicated that they were not aware of when to expect delivery
of sanitary towels from the Ministry, they were only informed once the towels had

reached the sub-county offices.

Irregular delivery of sanitary towels to sub-counties and schools reduces access to

sanitary towels by girls. This is because once their allocation of sanitary towels had
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4.48

4.49

4.50

4.51

been exhausted, they were left without sanitary towels until the next consignment was
delivered, as shown in Appendix VI. Consequently, teachers in charge could not
effectively plan on quantities of sanitary towels to be issued to girls, resulting to
teachers and parents having to purchase sanitary towels until when they receive the

next consignment.

b. Schools were not Adequately Facilitated to Pick Sanitary Towels from Sub
County Offices

When suppliers deliver sanitary towels to respective sub-county offices, SCDEs notify

head teachers of the delivery. Head teachers are then expected to pick sanitary

towels from respective sub-county offices. The audit established that head teachers

were not adequately facilitated to pick sanitary towels from sub-county offices.

Out of the 44 head teachers interviewed, 27 used the free primary education
capitation, through the Local Transport and Travelling vote head, to cover the cost of
collecting and transporting sanitary towels to their respective schools. The amount
allocated for the Local Transport and Travelling (LTT) vote head is Kshs.11.10 per
pupil and should cater for all activities that require travelling. Therefore, schools with
low enrolment received low capitation, making it difficult to cover the cost of
transportation. Since the inception of the Sanitary Towels Programme, the Ministry of
Education has not reviewed the LTT Vote head, to cater for the increasing

transportation costs being incurred by head teachers.

Interviews with head teachers who had low enrolment rates revealed that covering
the cost of transportating sanitary towels was challenging. In some instances, head
teachers had to cater for transportation costs from own pocket. Out of the 44 head
teachers interviewed, 18 indicated that they covered the cost of transportation from

own pocket.

Further, there were schools which experienced challenges in picking and transporting
sanitary towels because they were located far from respective sub-county offices.

The head teachers in these schools reported having incurred high costs of collecting
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Table 12: Distance from Schools to Sub County Offices

and transporting sanitary towels to their schools, due to long distances covered, as

shown in Table 12.

Enrolme
nt of No. of Local
Girlsin  Packets Distanc School Transport &

to e (Km) Enrolment Travelling @

Collect Ksh 11.10
1 Nakuru | Rongai Ruiyobeyi 41 287 72 140 1,554
2 Nakuru | Rongai Kimugul 42 294 52 244 2,708
3 Nakuru | Rongai Chemasis 81 567 73 313 3,474
5 Nakuru | Rongai Ngano 118 826 35 448 4,973
8 Nakuru | Rongai Atebwo 89 623 31 372 4,129
9 Sa”"g Mogotio | Kaplamoi 20 140 121 107 1,188
10 ga”“g Mogotio | Waseges 48 336 66 328 3,641
11 | Kilifi Ganze Jira 90 630 56 674 7,481
12| Kilifi Ganze Kwadadu 29 203 35 256 2,842
13 L'f's”m Nyakach | Gulmaembe 37 259 o7 181 2,009
14 | KISU™ | Nyakach | Nyadina 63 441 22 545 6,050
15 | KIU™ | Nyakach | Agai 221 1547 23 881 9,779
. Teso Busia
16 | Busia | goon Township 252 1764 20 862 9,568
. Teso
17 | Busia Soitfi Palama 53 371 18 501 5,561
. Teso
18 | Busia Soith Amongura 200 1400 20 771 8,558
19 | Busia | 1°%° Alomodoi 190 1330 18 567 6,294
South
20 | Busia | 1€5° Obucun 41 287 20 702 7,792
South

Source: OAG analysis of distances covered by headteachers to collect sanitary towels

4.52

4.53

Analysis of enrolment and the number of sanitary towels allocated to the schools
above indicated that picking of sanitary towels from respective sub-county offices was
not cost-effective. Some of the schools had low enrolment, hence received only a few

packets of sanitary towels and yet had to cover long distances to collect the towels.

Further, there were instances where collection of sanitary towels from respective sub-
county offices was affected by insecurity, making it difficult for head teachers to collect
them. For example, in Marigat Sub-County, Baringo County, 30 and 10 schools in
Mochongoi and Mukutani zones, respectively, were cut off by banditry. Therefore, the
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Sub County Director of Education had to deliver their allocation of sanitary towels
during zonal meetings in the respective zones. However, the zonal meetings were
irregular and girls could not access their allocation of sanitary towels in good time for
their use.

c. Unclear Guidelines on how to Issue Sanitary Towels in Schools

4.54 When head teachers collect their allocation of sanitary towels from respective sub-

4.55

4.56

4.57

county offices, SCDEs are required to guide them on how to issue the sanitary towels
to girls. Head teachers are in turn expected to direct the teachers in-charge
appropriately. However, interviews with head teachers and teachers in-charge
indicated that there were no clear communication guidelines on how sanitary towels
were to be issued to girls. In addition, head teachers were also not aware of the
number of packets to be issued to girls and the frequency of issuance; monthly, termly
or annually. As a result, there was inconsistency in the issuance of sanitary towels to

girls in all the sampled schools.

Lack of clear guidance on issuance of sanitary towels to girls led to teacher’s inability
to plan on the quantities to issue and the frequency of issuance. This contributed to
some schools running out of sanitary towels, with some girls having no sanitary towels

to use once they had exhausted their allocation.

Lack of Uniform Training to Girls on Menstrual Hygiene Management

The Kenya School Health Policy (KSHP) 2018, requires that girls and teacher’s
awareness of menstruation and knowledge on menstrual hygiene management is
built. Women and girls with better knowledge regarding menstrual hygiene and safe
practices are less vulnerable to illnesses. The Policy calls for the collaboration
between the Ministry of Education, the Ministry of Health and other stakeholders to
address gender related issues which affect the education, health and wellbeing of

learners.

According to the Menstrual Hygiene Management Strategy (MHMS) 2019 to 2024,

there is need to provide girls with factual information and management of
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4.58

4.59

4.60

4.61

menstruation before they have their menarche?. Provision of reliable information will
dispel and break various negative myths and taboos around menstruation. As a
result, girls and women will go through their menstrual periods with dignity and pride.
Further, the Ministry of Education, in collaboration with the Ministry of Health,
developed a Menstrual Hygiene Management Handbook in 2020 to reinforce and act
as a reference guide for teachers in providing information on menstruation to girls.
However, the audit established that there was no uniform training to girls on menstrual

hygiene management in the sampled schools, as discussed below.

a. Lack of Training to Teachers on Menstrual Hygiene Management

Training ensures that teachers acquire knowledge and skills that would enable them
relay factual information on menstrual hygiene management to girls. It is also aimed
at equipping teachers with skills necessary to guide school girls in overcoming
challenges faced during menstruation. Further, it breaks the myths, taboos, beliefs
and misconceptions on menstruation. Interviews with head teachers and teachers-in
charge revealed that the teachers in-charge had not been trained on menstrual
hygiene management. Therefore, they trained girls based on their general knowledge

and personal experience as women and not as experts.

b. Teachers were not Issued with the Menstrual Hygiene Management
Handbook
The Menstrual Hygiene Management Handbook was to empower teachers and act
as a reference guide on menstrual hygiene management. The expectation was that
teachers would relay the same information on menstrual hygiene management to
school girls. The handbook was to be issued to each teacher in-charge in all the public
primary schools. However, the audit revealed that despite the development of the
handbook in 2020, none of the sampled schools had been issued with the handbook

nor were they aware of its existence.

The teachers in charge were using their general knowledge and personal experience

in guiding girls. However, there are important aspects of menstrual hygiene that are

2Menarche: The first occurrence of menstruation.
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4.62

4.63

4.64

provided in the handbook which were not being covered by the teachers. These
include:
i.  Pain management of premenstrual syndrome;

ii. Effects of unsafe menstrual products;

ii.  Myths, taboos and misconceptions on menstruation;

iv.  Coping with emotions during menstruation;

v. Guidance to schools on safe disposal of used menstrual products; and

vi. Interpersonal relationship skills on how to relate positively and keep

friendship to enhance mental and social wellbeing.

Lack of training to teachers on menstrual hygiene management, coupled with failure
to issue the Menstrual Hygiene Management Handbook has led to inconsistent
training of girls on menstrual hygiene management. The audit established that
teachers in-charge were not conveying adequate information on menstrual hygiene
and safe practices to girls. This in some instances resulted to improper use and

disposal of sanitary towels.

Lack of Clear Structures for Monitoring the Implementation of the Programme
According to the Kenya School Health Policy, 2018, the Ministry of Education and its
stakeholders were required to develop a monitoring and evaluation system. The
system was required to specify mechanisms, tools and indicators for monitoring the
implementation of school health programmes, in order to achieve health and
educational outcomes. The Policy also require the Ministry of Education to monitor
aspects of school health with regards to the number of school girls who are provided
with menstrual hygiene products and the number of schools with adequate toilet

facilities, sanitary bins and disposal facilities.

Review of documents indicated that the Ministry of Education has been issuing
directives prior to distribution of sanitary towels, informing SCDEs of; when deliveries
are expected, the number of schools to benefit based on their enrolment and
corresponding packets allocated per school. In addition, the directive required SCDEs

to ensure the following:
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4.67

i.  Properrecords are kept on the number of sanitary towels allocated per school
in each sub-county;
ii. Head teachers to sign in person for the number of sanitary towels issued to
their schools;
iii.  The girls receiving sanitary towels to sign upon receiving their allocation; and
iv.  Proper records of the distribution to be maintained at the school and the sub-

county level.

Despite the Ministry’s directives, it was observed that there were no clear tools and
structures for monitoring the implementation of the programme in schools. This was
evidenced by the gaps in record keeping and reporting on quantities received by
schools and issued to the girls. Review of files with information on sanitary towels
indicated that not all teachers in-charge kept records on how sanitary towels were
issued out. For the schools where the records were maintained, there were
inconsistencies in; signatures, dates and quantities issued. Moreover, 24 out of 42
teachers in charge interviewed did not forward their records of issuance to their

respective sub-county offices.

Interviews with SCDEs revealed that due to inadequate budgetary allocation to carry
out effective monitoring, they relied on issuance registers submitted by head teachers
confirming that sanitary towels were issued to girls. Further, SCDEs confirmed that
there was no platform where stakeholders would share their experience on the
implementation of the programme. Interviews with 35 out of 42 teachers in charge
revealed that no official from the Ministry of Education had visited their schools to

check on the progress and impact of the implementation of the programme.

Lack of a clear monitoring and evaluation system for the Sanitary Towels Programme
led to the Ministry of Education failing to identify the challenges and successes
resulting from the implementation of the programme. For instance, the Ministry of
Education may not be aware that there are many girls in lower classes that have
attained puberty that need to be incorporated into the programme. This may hinder

the Ministry of Education from achieving its objective of ensuring that all girls in public
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4.69

4.70

primary schools who have attained puberty have access to free, sufficient and quality

sanitary towels.

The Size and Quality of Sanitary Towels Issued to Schools was not Appropriate
for all Girls

Section 2 (k) of the Basic Education Amendment Act of 2017 require the Ministry of
Education to provide free, sufficient and quality sanitary towels to every girl child
registered and enrolled in a public basic education institution who has attained
puberty. In providing sanitary towels to girls in public schools, the Ministry was to
ensure that girls were issued with quality sanitary towels that would meet their
different levels of; flow, wearing requirements and functionalities. According to the
technical specifications in the tender documents for the Sanitary Towels Programme,
the absorbent filler of the sanitary towels was to be made of good quality fabric with
sufficient porosity, to permit the assembled towels to meet the absorbency

requirements.

In the market, sanitary towels are manufactured in different sizes ranging from
180mm to 330mm, in order to accommodate the different needs of all women,
depending on the intensity of their flow. However, a review of technical specifications
in the tender documents of the Sanitary Towels Programme issued to the
manufactures revealed that the sanitary towels used in the programme were of
standard size of 280mm. Interviews with 31 out of 42 teachers in charge and 52 out
of 452 girls revealed that the size of the sanitary towels issued did not meet the
different levels of flow for the girls. Therefore, the sanitary towels would get filled up
fast, necessitating the need for frequent changing. Consequently, the one packed

allocated to each girl monthly was not sufficient.

Further, technical specifications documents stipulated that sanitary towels for the
programme were required to have wings with adhesive. In addition, the sanitary
towels were to be of sufficient length to form folds to secure them when in use.
However, interviews with the teachers in charge and sampled girls reported that the

sanitary towels used in the programme were non-sticking and could not be secured
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while in use. This negatively affected the confidence and self-esteem of girls as the
sanitary towels were not properly secured and were at the risk of falling off when in
use. In some cases, the adhesive would leave residue when removed, an indication

of low quality.
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5.1

5.2

5.3

5.4

5.5

5.0 CONCLUSION

The Ministry of Education has to some extent enabled access to adequate menstrual
hygiene to girls in public primary schools, relieving parents from the burden of
purchasing sanitary towels. Further, the programme has enhanced access to sanitary
towels by girls in public primary schools, thereby reducing cases of absenteeism,

promoting their competitive performance and participation in school.

Although the Ministry has increased access of teenage girls to sexual and
reproductive health products, there are challenges that may limit the Ministry from
ensuring that all girls in public primary schools who have attained puberty have

access to adequate menstrual hygiene.

The Ministry has not provided sufficient supply of sanitary towels to all girls who have
attained puberty, as the Ministry allocates 7 packets per girl per year as opposed to
the required 9. In addition, girls in lower classes who have attained puberty are not
considered for the programme, despite benefitting from it, thus reducing the quantities
distributed to girls in class 6, 7 and 8 who are planned for in the programme. Further,
the shortage of sanitary towels is aggravated by the fact that the quantity of sanitary

towels distributed to schools did not match the schools’ enrolment.

The Ministry has not put in place safe measures to ensure that schools have safe
disposal facilities for used sanitary towels. Majority of the schools use pit latrines for
disposal. For the schools that have sanitary bins, the cost of emptying the bins was
a challenge. Unsafe disposal of sanitary towels can be detrimental to the health of

girls and pose a long-term harmful effect to the environment.

The Ministry’s distribution chain for sanitary towels from the manufacturer, to sub-
county offices and to schools is inefficient. This is due to irregular delivery of sanitary
towels to sub-counties and schools. In addition, head teachers were not adequately

facilitated to collect sanitary towels from sub-county offices. Further, the Ministry has

Performance Audit Report on Provision of Sanitary Towels to Girls in Public Primary Schools

Page 38



5.6

5.7

5.8

not issued clear guidelines on the quantity and frequency of issuance of sanitary
towels to girls in schools. As a result, there was inconsistency in the issuance of
sanitary towels, which resulted to some schools running out of sanitary towels before

delivery of subsequent consignments.

The Ministry has not put in place measures to ensure that that there is information
and uniform training to girls on menstrual hygiene management as it neither trained
nor issued the Menstrual Hygiene Management Handbook to teachers in-charge.
This has led to instances of improper use and disposal of sanitary towels by girls due

to lack of adequate information.

The Ministry is yet to develop and implement monitoring and evaluation mechanisms
for the Sanitary Towels Programme. Therefore, the Ministry does not have
information on the challenges and successes concerning implementation of the

programme.

The programme has not provided for a variety of sizes of sanitary towels, to cater for
different levels of flow. In addition, the sanitary towels used in the programme do not
meet user friendliness standards. For instance, the sanitary towels do not have wings
with adhesive to secure them when in use. This tends to affect the confidence and
self-esteem of girls as the sanitary towels are not properly secured and are at the risk

of falling off when in use.
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6.0

RECOMMENDATIONS

6.1  Inview of the findings and conclusions of the audit, the Auditor-General proposes the

following recommendations for implementation by the Ministry of Education.

6.2 To ensure the sufficiency of sanitary towels for the programme, the Ministry should:

Provide adequate sanitary towels to girls for the school period,

Consider the age of girls who have attained puberty, rather than their class,
to inform allocation basis for sanitary towels to schools;

Consider allocating quantities of sanitary towels to schools based on
enrolment data collected annually;

Provide guidelines on the frequency and quantity of sanitary towels to issue
to girls in schools; and

Consider providing a margin of safety to act as a buffer in the event of
unforeseen demand of sanitary towels, as a result of over use or increments

in enrolment in during the school calendar year.

6.3 To ensure safe disposal of used sanitary towels, the Ministry should:

Improve the existing toilet facilities and equip them with sanitary bins; and

Provide a budgetary allocation to cater for regular emptying of sanitary bins.

6.4 To ensure efficient distribution of sanitary towels to schools, the Ministry should:

Develop and issue a distribution calendar to the contracted manufacturers
and the sub county offices. This will ensure regular delivery of sanitary
towels to schools; and

Deliver sanitary towels at zonal levels for schools that are far from
respective sub-county offices and facilitate schools for collection of the

sanitary towels.
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6.5 To ensure that girls in public primary schools receive uniform training on menstrual

hygiene management, the Ministry should:

i. Train the teachers on menstrual hygiene management;
. Issue schools with the Menstrual Hygiene Management Handbook; and
iii. Develop capacity building programmes that address challenges associated

with menstrual hygiene management.

6.6  The Ministry should develop and implement a clear monitoring and evaluation system
for the programme. This will ensure that the Ministry improves the implementation of

the programme through timely identification of successes and lessons learnt.

6.7  The Ministry should procure sanitary towels in the required sizes that meet the set
quality standards. This will ensure that sanitary towels used in the programme cater

for the different levels of flow, wearing requirements and functionalities.
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7.0 APPENDICES

Appendix I: List of Documents Reviewed

I

Basic Education Ammendment Act, 2017

To gain understanding on the mandate of the Ministry of

Education in regards to the Sanitary Towels Programme.

Menstrual Hygiene Management Policy,
2018

To gain understanding on Kenya’s policy on Menstrual

Hygiene Management.

Hygiene Policy, 2016- 2030

Menstrual Hygiene Management | To gain understanding on the content used by teachers to
Handbook, 2020 train the girls on menstrual hygiene management.
Kenya Environmental Sanitation and | To gain understanding on Kenya's policy on sanitation and

hygiene.

Menstrual Hygiene Management Strategy
2019 -2024

To gain understanding on the strategic focus areas and key

interventions on menstrual hygiene management.

Kenya School Health Policy, 2018

To gain understanding on Kenya's policy on health in

schools.

Sanitary Towel Programme Circulars

To gain understanding on how the Ministry communicates
to counties on the expected delivery dates and quantities

allocated per school.

Distribution Lists

To determine the number of schools benefitting per
subcounty,quantities allocated per school and the number

of girls expected to benefit.

School Enroliment Data

To compare the quantities issued by the Ministry against

the actual number of girls.

Delivery Notes

To determine the quantities of sanitary towels allocated per

sub-county.

Sanitary Towels Issuance Registers

To determine the number of girls issued with sanitary

towels per class.

KCPE Perfomance Analysis

To compare perfomance between boys and girls in schools.
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Appendix II: Interviews Conducted

Sub-County Directors of
Education- Busia, Bungoma,
Kisii,  Kisumu, Baringo,
Nakuru, Murang’a, Garissa,

Kitui, Mombasa and Kilifi.

To establish the number of schools beneffiting in the sub-county;

To establish the number of girls benefitting;

To establish the quantities received per school,

To establish the distribution mechanism for the sanitary towels from
the sub-county office to the schools;

To know the challenges facing the programme; and

To acquire recommendations to improve the programme.

Headteachers

To establish how sanitary towels are delivered to the schools;
To acquire Enrolment data in the school,

To establish methods of disposal of the sanitary towels;

To compare performance of girls against boys in KCPE;

To establish the challenges facing the programme; and

To acquire recommendations to improve the program.

Teachers in-charge

To determine the number of girls receiving the sanitary towels;

To determine the frequency of issuance of sanitary towels to the girls;
To determine the quantities issued to the girls;

To determine the methods of disposal of the sanitary towel,

To establish the challenges facing the programme; and

To obtain recommendations on how to improve the programme.

Beneficiaries of the
programme — public primary
school girls

To determine the quantities of towels received;

To determine the frequency of receiving towels;

To determine the number of packets used per cycle;
To determine the method of disposal of sanitary towels;
To establish the kind of trainings offered to girls;

To establish the challenges facing the programme; and

To obtain reccommendations on how to improve the programme.

Director Procurement
Department at the Ministry

of Education

To verify the procurement process of the sanitary towels.
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CONTACTS.
Office of the Auditor-General
Address: P.O. Box 30084-00100, NAIROBI.
Telephone: +254 20 3214000

E-mail: info@oagkenya.go.ke

Website: www.oagkenya.go.ke

@0AG_Kenya f Office of the Auditor-General Kenya




