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I. Acronyms and Definition of Key Terms

A: Acronvms and abbreviations

CS

PS

CBK

ICPAK

IPSAS

OCOB

OAG

OSHA

PFM

PPE

PSASB

SACAs

SC

TNT

WB

ICPAK

KeRRA

KRB

KURA

KeNHA

CBK

FY

IEK

KBA

RMLF

PPDA

EPC

OAG

KM

Cabinet Secletary

Principal Secretary

Central Bank ol Kenya

Institute ol'Certified Public AccoLrntants of Kenya

International Public Sector Accounting Standards

Office of the Controller of Budget

Oftlce olthe Auditor General

Ocorpational Salety and Health Act of 2007

Public Finarrce Management

Properry Plant & Equipment

PLrblic Sector Accounting Standards Board

S ern i-A utorrour ous Governnrent Agencies

State Corporations

The National Treasury

World Bank

Institute of Certified Public Accountants of Kenya

Kenya Rural Roads Authority

Kenya Roads Board

Kenya Urban Roads Authoritl

Keny.a National H ighrr ays Authoritl

Central Bank olKenya

Financial Year

lnstitution of Engineers o I Kenya

Kenya Bankers Association

Road Maintenance Levy Fund

Public Procuretnent and Disposal Act

Engineer. Procure and Construct

Otflce of the Attorney' Ceneral

Kilometers

lt
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CPA

FCPA

CBS

HSC

GoK

EBK

KETRB

NTSA

KIHBT

MTRD

Certified Public Accountant

Fellow of the Institute of Certified Public AccoLrntant

Chief of the Order of the Burning Spear

Head of State's Commendation

Government of Kenya

Engineers Board of Kenya

Kenya Engineering Technicians Registration Board

National Transport Safety Authority

Kenya Institute of Highways and Building Technology

Materials Testing and Research Division

o

o

B: Definition of Key Terms

Fiduciary Management- Members of Management are directly entrusted with responsibility
ofthe financial resources of the organization.

t
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2. Key State Department for Roads Information and Management

(a) Background information
'I.he State Department fbr Roads rvas tbrrned on May' 20 l3 throLrgh executivc order No.2 at cabinet

level; the Cabinct Sccretarl' tbr M in istry of Roads and Transporl. rvho is responsible tbr the general

policy and strategic direction of the State Depaftment fbr Roads. represents the State Departlnent

tbr Roads.

(b) Mandate

l'he mandate ol the State Department is to oversee development, rehabilitation, maintenance and

overall. ofthe public road in the country

l. National roads development policy.

2. Development. standardization and maintenance of roads.

3. Materials testing and advise on usage.

4. Protectiorr Of road reserves.

5. Maintenarrce ol security' roads.

6. Administer Mechanical and Transport Fund.

7. Registration ol engineers.

8. Mechanical and transport services: and

9. Enlorcement olaxle load control.

Our m ission

To provide etficient. affordable and reliable transport inftastructure facilities lor sustainable social

econom ic development.

Our Vision
A global lcadcr in provision of cost-eft'ective road transport intl'astructure facilities

Core Values

Cenuine passion in service delivery. Respect and Courtesy. Ef'liciency and Effectiveness.

Professionalism. Promptness. Transparency and Accountability. Creativeness and Innovativeness,

Irrtegrity. lmpartiality. Competence and Equity.

(c) Key Management

The State Deparlrrent ibr Roads day+o-day management is under the fbllowing key organs

Cabinet Secretary

Principal Secretary

Central Adm inistrative Services

Technical Services.

IV

I
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- Materials Testing and Research.

- Mechanical and Transport Services

- Training Services; and

- Fiduciary Management

The State Department implements its programs through its implementing agencies of Kenya

National Highways Authority (KeNHA), Kenya Rural Roads Authority (KeRRA), Kenya Urban

Roads Authority (KURA), Kenya Roads Board (KRB), Engineers Board of Kenya (EBK) and

Kenya Engineering Technologists Registration Board. The public finances all these Road agencies.

(d) Fiduciary Management

The key management personnel who held office during the financial year ended 3Oth June 2025

and who had direct fiduciary responsibility were:

(e) Fiduciary Oversight Arrangements

- Audit and finance committee activities

The State Department of Roads Budget for 202412025 was scrutinized and adopted for approval

by the Departmental Committee of Transport and lnfrastructure. The Budget Appropriation

Committee of the National Assembly further interrogated the allocations to Road Projects covered

under the Development Budget.

- Parliamentarycommitteeactivities

Within the Financial Year 202412025, the State Department appeared before the parliamentary

committees as follows: -

o Public Accounts Committee and finished discussions of the Auditor General's report for

2022t2023

o Presented the Supplementary budgets 202412025 to the Transport and Infrastructure

Committee and Draft Budget for 202512026.

I Cabinet Secretary Davis Chirchir, EGH
2 Accounting Officer Eng. Joseph M. Mbugua, CBS
J Roads Secretary Eng. Luka Kimeli
4 Secretary Adm inistration Mwongo Chimwanga
5 Director Adm i n istration Paul Anyumba Nyamwaya

No. Designation Namc
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Special Funds Committee on the Roads Annuity Fund Auditor Ceneral's Report for

l0l2/202-l

- Development partner ovcrsight activities

The World Bank is the nra.lor Developrnent Partnc'r tlrat tlrrances Developrrent Bud-qet Road

rvorks. The World Bank is a rnember of the Pro.ject Oversi-sht Comrnittee (POC) that is hosted by

the State Departrnent that periodically' rnet to review the irn p lernentation of road pro.iects over the

tlnancial year. Other Development Partners such as Aftica Developlnent Bank (ADB) held

meetings with the State Department of the required budgetary provisions over the 202412025

br-rd eet cvc le.

- Othcr oversight activities
Over thc Financial Year. the National Developrnent Implernentation Technical Cornrnittee

(NDITC) received regular updatcs orr irnplemeutation progress tirr load ',vorks in relation to

development and ntainterratrce ol' roads.

(0 Entity Headquarters

P.O. Box i0260
City Square 00200
Works Building
Ngong Road
NAIROBI, KENYA

E n titv Contacts

Telephone: (254) (020)l7l32ll
[:-rnai I : psrriroads.go.ke
Website: \\r\\\.transpoft .go.ke

(g) Entity Bankers (all banks)

Central Bank ofKenya
l laile Selassie Avenuc
P.O. Box 60000
City Square 00200
NAIROBI, KENYA

a
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(h) Independent Auditors

Auditor - General
Office of The Auditor General
Ann iversary Towers, University Way
P.O. Box 30084
GPO 00 t00
NAIROBI,, KENYA

(i) Principal Legal Adviser

The Attorney General
State Law Office & Department for Justice.
Harambee Avenue
P.O. Box 401 l2
City Square 00200
Nairobi, Kenya

o

v
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ICT

Hurlan resource rnanagernent

Hurlan Resource Developrnent

Supply Chain Management

Kenva Urban Roads ALrthoritv

A ccolrnts

F irrance

/\(lnl inistral i

otl

Cabinet secrctar)' Roads and Transport

Principal Secrctary TransportPrincipal Secretarl' Roads

Research

Pa ints

Phy sics
lab

Conc rete
lab

Ngong
CarnpLrs

Ro ds

Sccrctarr

Supporl
Scrr iccs

l)ir isionCh iel
Enginee

Director Quality
A ssu rance

Material test ing
arrd researc h

Devcloprnerrt

Kenl'a Irrstitute
ol l lighwal s

and BLrilding
'fechnology

P lan n ing
Plannin

P lan n in_s

Technical
oDeration

MonitorTechnical
OperationKisii

car11 pr.rs
Policy &
Adrn in istrationRegional/

Courrtr
o fl rces

3. Statcment of Governancc

Thc Organizational Structu rc of thc St te I)c artment is as follows: -

Kenya National Flighrvays ALrthority

Secretary
Admin

Audit

Public corn m rrn icat iorr

Kenya Roads Board

Ken;"a Rural Roads Authority

vl

P lan n ins

Chiel
M ec han ica I

and Trarrsport

Nairobi
cam pus
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Management Committees established and their roles.

The operational committees listed below are hereby constituted and operationalized as specified

in the Membership and their respective Terms of Reference.

o Road Safety Committee

o Service Delivery Comm ittee

. Disability and Cender Mainstreaming Committee

o HIV/AIDS Prevention and Alcohol Drug Abuse Committee
o Salety and Security Measures Committee
o National Cohesion and Values Committee
. ISO Re-Certification Committee
o Budget Implementation Committee

. Public Finance Management Committee

l. Road Safety Committee

Terms of Reference

The Committee shall actively engage in developing projects and executing activities that

contribute to the prevention and management of Road Traffic injuries and fatalities in Kenya.

Implementation of Level I shall involve the following activities:

a. Develop a Workplace Road Safety Policy anchored on the NTSA policy guidelines.

b. Develop an Annual Road Safety Implementation Plan based on the approved Road

Safety policy with the following key components included.

i. Four (4) road safety activities stipulated in the Workplace Road Safety

Policy,

ii. Undertaking Annual Motor vehicle inspections for all vehicles,

iii. Training drivers on defensive driving,

iv. Reporting on quarterly basis using the prescribed Reporting Template the

non-compliance on road safety at the workplace.

c. Implement the Annual Road Safety Implementation Plan.

d. Submitquarterly reports to NTSA in the prescribed format within I5 days afterthe
end of a quarter.

lx
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2.

Terms
Service Delivery Committee
of Reference

Revien and display the Citizen Selvice Delivery charter prorninently'at the point of
entry/service delivery points irr both English arrd Kisrvahili.

CLrstomize the charter to urrique needs and convenient access of the custorners, providing

mechanisms for sign language and uploading the charter orr the ministry's on line platfbrms.

Sensitize emplovees on the Citizen Service Delivery' Charter and train on the essentials of
e.rcellent custorner serv ice culture.
Ensure con tbrrn it.u.' with corrrmitnrerrts and starrdards in the Charter by establishing

compliance mecharrisrrs b1' rnaintaining records on service delivery.
Re-engineer at least two (2) service delivery processes.

lmplement and monitor the re-engineered processes.

Resolve all complaints received.

Provide access to infbrmation - reactive disclosure.

Create arvareness on the cornplaints handling ntechatrisrns.

lndicating the level of achievement in pel'centage f,or this indicator to CAJ fbr issuance of
a cerlitlcate.

Corrflrm guidelines on irnplementation of perforrnance indicator are adhered to as per CAJ
rvebsite.

Seek certitlcation detailing the extent of resolution of pLrblic cornplaints tiorn CAJ.

Submit BPR Reports to PSTD using the prescribed fbrmat provided.

ll

tV

vi.
v ii.

viii
i.r.

\r

\ .

siii

3. Disability and Gender Mainstreaming Committee
Terms of Reference

i. Formr.rlate and implement strategies to achieve the ernployment of persons rvith

disabilities to at least 5% of the total statTestablishrnent

ii. Provide products and services that prornote access and participation of Persons with

Disabilities

iii. Develop and submit Disabilitl and Cender Mainstrearning annual work plans and

submit to NCPWD and the National Cender and Equality Commission.
iv. Train disability and gender mainstreaming committee and Senior Management: and

sensitize all staffon disability.
v. Ensure the staff establishmerrt adhere to the right composition of people rvith

disab ilit ics.

vi. Irnplenrent Covernmerrt Policy on gender and disability Mainstreaming.
vii. Carry' out accessibility and usability audit and subrnit the report to NCPWD.
viii. Increase equal and easy access ol products and serv ices/program s to PWDS.

ix. Cornply lvith one ol the rules on appointments. promotions and ernploy'ment in the

pLrblic services regarding gender and people with disability.

\. Develop/revierv and irnplernent workplace gender policy'
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Develop/review and implement workplace Gender Based Violence Policy
Implement relevant laws on prevention and response to Gender Based Violence
Submit Quarterly Reports in their prescribed format to NCPWD, the State Department
for Gender and the National Cender and Equality Commission.

5. Safety and Security Measures

Terms of Reference

i. The Committee is required to put in place safety and disaster preparedness

mechanisms to address the current insecurity issues affecting the institution.

ii. Put in place mechanisms to mitigate against technological hazards. terrorism. fire and

natural disasters.

iii. Implement the Information Security Management System (ISMS).

iv. Create ISMS Risk Management (Risk Registers and Risk Management Action Plan.

v. Finalize documentation of ISMS i.e. policy procedures and launch the ISMS based on

the standard (lSO/lEC).

vi. Establish information assets and secure them.

vii. Determination of the information assets to be secured should be informed by the

following information attributes: Value, Integrity, Impoftance. Confidentiality.
Accuracy, and Authenticity.

xl

4. Prevention of HIV Infections and prevention of Alcohol and Drug Abuse
Terms of Reference

i. Undertake a baseline survey on alcohol and drug abuse

ii. Develop/review and implement workplace ADA prevention and management policy
iii. Establish and operationalize support mechanisms for staff and students (in the case of

educational and training institutions) with substance use disorders

iv. Submit quarterly performance reports and supporting evidence to NACADA rvithin
the stipulated timelines using the prescribed format through the online reporting

system accessible via NACADA website

v. Allocate resources for implementation of HIV, NCDs and mental health

interventions.

vi. Promote attainment of UHC at the workplace through oflering services for HIV and

NCDs prevention and promotion of mental health for at least 50% of staff and lamily
members by:

- Facilitating staffto access the prescribed health screening package for HIV.
NCDs and mental health

- lmplementing the prescribed sensitization package for NCDs
- Implementing the prescribed sensitization package on HIV Prevention

- Promoting mental wellness and prevention of mental health conditions
- Implement the proposed activities and submit quarterly progress reports and

annual reports to NACC and NACADA using the prescribed format.

xi.
xii.
xiii.
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6. National Cohesion and Values Committee
Terms of Reference

7. I n tegriry Assurance Committee
Terms of Re[erence

i. Carry out a Briberl and Corruption Risk Assessment in all Directorates/Departments

/Sections and Units and develop a plan to rnitigate the risks

ii. lnrplernent m easu res/strateg ies oLrtlined in the Risk Mitigation Plan

iii. Monitor. evalLrate arrd revierr ef'fectiveness olrneasures pLrt in place

iv. Subnrit qLrarlerll pe rtbrnrance reports to EACC using the prescribed reporling

tbrrnat.

8. ISO 9001:2015 Re-Certification Committee
Terms of Referencc

i. Coordirrate transition to ISO 900 I :20 l5 and implernent the ISO processes and procedures in

tlre Departmcrrt.

ii. Deterrnirring. docurnenting and updating conte\t docr.rment for the division/unit.
iii. Ensure establishrnent. irn plernentation. maintenance and continLral improvement of

processes in the division/ unit.

iv. F-nsurinq identitlcations ol risks associated rrith the operations olthe division/unit. taking

actions to addless tlrenr arrd assessing the eff'ectiveness olthese actions.

v. Ensuring establishment. monitoring and updating olquality objectives tbr the division/unit.
vi. Ensuring rnonitoring. measurement. analysis and evaluation ol QMS perlbrmance in the

divisiotr or unit on a quarterly basis and reporting to the Management Representative.

vii. E,nsuring that persons doing work in the division/unit are aware of:

a. T'he quality policy.

b. Relevant quality ob.jectives.

c. Their contribution to the ef'tectiveness olthe quality managernent system. including the

benetrts of improved perfbrmance.

d. The irnplications of not contbrming to the quality management systern requirements.

viii. Assisting the I-lOD during QMS audits. analyzirlg the root causes fbr the non-confbrmities

identified dr"rrirrg irrternal and certification audits and taking appropriate correction and

corrective actions without undue delay.

\lt

i. .l 
he Corrrrrrittee shall pronrotc national cohesiorr. national values and principles of

governance to create a translbrrled. cohesive. peaceful. united and values-driven

nation.

ii. Align and irrrplenrent cornnritnrents arrd war tbrr.vard captured in the 202.1 Annual

President's Report on National Values and Principles ol'Governance.

iii. Subnrit quarterly reports to the Directorate ol'National Cohcsion and Values in the prescribed

fbrmat the Annual Report on rreasures taken and progress achieved in the realization ot'

National Values and Principles of Covernance.
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tx Acting as the secretary during Quarterly meetings held in the division/unit to review the
performance of QMS.
Member of QMS technical committee.

Any other responsibility may be assigned on QMS implementation.

x

XI

9. Budget Implementation Committee
Terms of Reference

i. Oversee budget preparation.

ii. Monitorbudgetimplementation.
iii. Recommend budget provision reallocations.

iv. Recommend capital projects for the Headquarters

10. The audit committee (Its formation, composition, and activities/meetings).
The State Department has a functional audit committee made up of the following members

i. Andrew Mugesani - Chairman

ii. David Kibiwott - Member

iii. Anne Mwihia - Member

iv. Samuel Makori - Member

v. Timothy Munyole - Treasury Representative

vi.
The Audit Committee met lour times within the Financial Year. It also undertook field audit visits

I l. Risk management, compliance, conflict of interest etc.

The State Department adhered to all the set standards on risk management. It had a risk register.

The State Deparlment complied with all the deadlines set in submission of statutory requirements

and other Government C ircu lars

12. Public Finance Management Committee

The Public Finance Management regulations l8 and l9 of 2015 outline the roles of the Public

Finance Management Standing Committee as follows.

i. Ensuring that there is prioritization on resources allocated to the State Department for the

smooth implementation of, the State Department's mission, strategy. goals, risk policy

plans and objectives.

ii. Regularly reviewing, monitoring budget implementation and advice on the State

Department's accounts. major capital expenditures and reviewing performance and

strategies at least on a quarterly basis.

,x t
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t Identifying risks and implementation ol appropriate measures to manage such risks or

anticipated changes impacting on the State Departrnent.

Revierving orr a lcgular basis the adeclLrac.v and integrity of the State Departrrent's internal

control. acclLrisition and divestitures and managernerlt infbrrnation systerns including

conrpliance with applicable Iarrs. rcgulations. rules and guidc-lines.

Establishing and lrnplernerrting a s)'sten1 that provides rlecessary infbrrnation to the

stakeholders including stakeholder cornmunication policy' fbr the State Department in Iine

rvith Article i5 ot'the Constitution.

Monitoring the eff'ectiveness of the corporate governance practices under which the State

Departrnent operates and proposes levisions as rnay be required. tiom tirne to time.

Mon itoring tinrell resolution ol audit issues.

Any other rrratter ret'erred to it fiorn time to time b,v. the Cabinet Secretar) or the Principal

Secretarl .

Cornpliance and aclrieveurent ol'Zelo faLrlt audit.

VI

v

viii

Report on reccnt training and dcvelopmcnt in governancc for those in key lcadership.
Over the Financial Year 2024/25. thc tollowing stafTin key leadership positions attended training

I Eng. Joseph M

Mbugua

Principal Secretary Env ironmental Soc ial

and Governance (ESC)
World Bank

1 Enc. Jarnes KunsLr Environrnental Soc ial

and Governance

World Bank

.l En-!:. Henrr

N1 akr,' aka

Director - Keny a

Institute of Highwal s

and Building
Technology

Morritoring and

Evalr.ration of Pro.iects

'*'orld Bank

.l Eng. Luka Kirneli Roads Secretarl World Bank

) Jarnes Catere Director Hurnan

Resou rce Management

and Developrnent

Monitoring and

[--va luatron ot' Projects

World Bank

6 CPA Sophie W

Mrvangash i

Sen ior Deputy

AccoLlntant Ceneral

Monitoring and

Evaluation ol Projects

World Bank

.\ lv

l\.

l{o Namc I)csignalion ('ou rsc Attcnded Financicr

Chief Engineer. Roads

Leadership in 2l't
Century'
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Pu blic participation activities
The State Department was oversighted by the Departmental Committee of Transport and Public

Works of Parliament. Through this oversight by representatives of the citizens from constituency

level, the State Department complied with the Public Participation principle in terms of

budget/project formulation and implementation. In addition, the State Department regularly

consulted with Development Partners to co-financing key roads in terms of project implementation

and budgetary requirements. The World Bank is a member of the Project Oversight Committee for

road projects funded by the bank. The Oversight Committee is domiciled in the State Department

of Roads. Other Development partners such as JICA/AfDB had regular and periodical meetings

with the Ministry staff.

Compliance with laws and regulations among others.

The State Department complied with all laws and regulations pertaining to Public Service as set

out in the Constitution and other laws governing public finance including the Public Finance

Management Act (PFM), Public Procurement and Disposal Act (PPDA) among others.

xv



STATE DEPARTMENT FOR ROADS
Annual Report and Financial Statements for the year ended 30th June 2025

.1, Statement bv the Cabinet Secrctarv

BUDGET ALLOCATION
-['lre 

Statc Dc'partment tbr Roads had a total Budget Allocation ot'

Kshs. 196,597,383,961 in Financial Year 202.1/25 conrprising of

Dcvelopnrent Bud-rlet and Recurrent Budget. l'he Total E.rpenditure

in the flnancial .v-ear antounted to Kshs. 178,829,136,666 leaving a

variance of Kshs. 17,829,I36,666 representing 9lolu expenditure

level. an irnplovernent fiom the 8l% expenditure level in the

Financial Year 202i/2014.

The State Departmerrt has one BLrdget Programme namely Road Transport. through which it

implernented its budgct. The Progranrrne Budget and Expenditure is as detailed below.

Key Achievements for the State Department of Roads

During the 202.1/2025 Financial Year. the State Departrnent had an overall average achievement

o196"/, against its set phy'sical targets as detailed below: -

Kshs \l illion KShs Million Kshs

9l'Road Transport 196,s97,383,96 t 178,829,136,666

109%Constrr,rction ol
Roads and Bridges

N urrber of Kilorneters
constructed

717 78ti

1470hRehabilitation ol
Roads and Brid.ees

No of Krn of roads

rehabilitated
31 50

88%No of Krn Maintained
under Periodic

.125 375

93%No of Krn Maintained
tunder Routinc

i0.3 r8 18.136

t03%

Maintenance of
Roads and Bridges

No of Krn Maintained
under PBC

r0.i98 10.796

96"1'{ 1.892 r0,2{5

,\V I

.1.

l)rogranr nr cs Actual Erpenditu re
Pcrccntagc of
E,xpenditurc

Approved lludgct
Alloca tion

Ke1 I'e rfornrancc
lndicat0rs

Sub Progranrnre Target 202{/25
Arhieventcnt

2021/25 Achievement
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The impressive physical output achievement was as a result of the bridge facility financing on

account of the programmed securitization of the Ksh 7l= per litre of fuel charge. Through the

bridge facility, contractors received funding to the tune of 40o/o oftheir owed bills declared as at

3l't December 2024 and consequently resumed work that translated into increased physical

outputs.

Way Forward

The State Department for Roads will continue implementing the ongoing construction of roads

over the medium term with a target of completing the upgrading of 10,000 kilometers of roads

through various strategies which include the Low Volume Seal Roads (LVSR) through full GOK

financing, in addition to the contemporary construction strategy financed through Development

Partner Support, Annuity and Public Private Partnership (PPP)

The State Department in collaboration with the National Treasury and other government agencies

continues to seek for alternative financing mechanisms which include local borrowing using Fuel

Levy funds as collateral, bilateral and multilateral negotiations with development partners towards

completion of the outstanding road projects whose portfolio is Approximately Kshs.700 billion.

The State Department has secured a securitization Infrastructure Loan Facility of up to Kshs 175

billion towards payment of pending bills declared as at 3l't December 2024.The First Bridge

facility of Kshs 6l billion was disbursed in the FinancialYear2024125 being an advanceagainst

the Roads Infrastructure Bond. The disbursement resulted to resumption of roads construction

across the country.

avis Chirchir. ECH

1

xv
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5. Statement by the Principal Secretary / Accounting Officer

The State Departnrcrrt lbr Roads had a total tlud-qet approved budget olKshs. 196.597.383,961 in

I-inancial Ycar 1024/2025 cornprising of'[)cveloprnent BLrdget and Recurrent BLrdget as shorvn

be low

l'hc RecLrrrent Budget rccordcd lorr perfirrnrancc ol'82 o/o as a result of underperfbnnance of Road

Mairrtenancc [-evy'Funds (RMLF) .l'he RMI.F r.rhich had a bLrdget ol Kshs.69.5J6,000,000 but

only leceived Kshs.56,330,631,188 giving a variance of Kshs. l3'205'368,812. l'he

Lrnderperfbrmance \\as rnainly as a result ol the Coun ruling that placed a caveat against

disburscment of'approxirnatell' Ksh l0 billion which resLrlted irrto an under expenditure ot' like

a n1o u 11t.

Budget Performance Based on Economic Classification

Recurrent 58.627.83 t.917 820/,7 t.926. t40.9i I

Development 124.67 t.243.010 r20.201.i04.749 960h

r 78,829,136,666 91"1,Total 196,597,383,961

(2.66s.3 r9)1. r79.000.000 1. r81.665.i reComperrsation of Ernployees

1.987.580.0 t I (448.887.5 le)
Use ol goods arrd serv ices

1.538.692.492

2.664.65 1.404r78. ri8.751.5 il I 75..r7.+.101.107-[ransters 
to Other Coverrrnrent Units

3.970. r428.970. l1 I 4.999.999
Soc ial Security Benefits

r5.551.178.58670.t i 5.5 97
Acquisition of Assets

15.731.968.8 t7

17,768,217,295r 96,597,383,961 178.829.136.666TOTAL

\vllt

Vote

Icononr ic ('lnssifi cetion

Approved llutlgct
Allocation

Actual
Erpcnd itu re

Variancc

Kshs ll illion KShs Million Kshs lVlillion
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i\pp rovetl B u rlget .\l loca tion Per Econom ic C la-ssi fica tion

The State Department inFY 2024125 received a total Exchequer funding of Kshs.64 billion made

up of Net GoK Kshs.6l.2 billion and Development Partner Revenues of Kshs.2.8 billion against

a 3rd revised budget of Kshs.64.2 billion resulting to a99.7%o funding.

On pending bills, the Road Agencies had a pending bills portfolio of Kshs.l28.4 billion as at 30th

June,,2025 chargeable to the Development Budget. The State Department for Roads Headquarters

did not incur any pending bills during the Financial Year 202412025.

A B C D E

Net CoK Exchequer 61.249 61.249 100%

Development Paftner 31,235 27.484.00 3,75t 88o/o

Local AIA 32.187 31,467 720 98%

Total 124,671 t20,200 4,471 96"

,x t,\

. l. ,a.:l ::r.\)(!s ilr:il .cri i,:c.

\., "t: r j: tr r,i ,ri .\,irt.

Development Budget disaggregated expenditure for the FY 2024125

The State Department Development Approved Budget for Financial Year 2024125 Ys

Expenditure was as detailed below;

Description
3'd Revised

Budget 2024Ds
(Kshs. M)

Funding/
Expenditu re

202il25
(Ksh M)

Unfunded
(Kshs. M)

D=B-C
7o Funding
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2.1,501 128.362'l'ota 
I 61,82s 20.978 5,320 5.112 7,596

A summary analysis of the pending bills per Agency in Kshs. Millions is as detailed belorv

lmplementation challcngcs and recommended way forward.

2

Engaged the National Treasury and

Implementing Agencies to ensure

Financing Agreements capture tu ll
Development Partner Financing t'or

Road Contracts
Sectrritized the Ksh 7l= pil litre ot
tirel to raise ksh 175 billion to clear
pending bills declared as at il''
December 2024
Road Project Implernenting Agencies
have continLred to chan-ue road

designs lrom lateral surt'ace-based

construction to elevated pavements

via ducts

_1

Eng. Joscplt M. Mbugua. CBS
Principal Secretary
State Dcpartment for Roads

Full contract tinancing by the

Development Partuer

I nadeq uate
provisions
ExcheqLrer

budgctary
tiom thc

RedLrced u ptal(e of'ne'uv pro.iects

arrd enhanced injection of'
additional ti nanc ing

Expensive Land
Compensation values
fbr Iand required f or
right of way
particularly in urban
centers

Cliange Construction nrethods

by changing tlture road designs
fl'orn on grid sr.rrtace

constructior.r designs to elevated
via ducts

\\

\o l'rincipal I n tc rrst Claims
Forcr
Losses

Court
Au'a rds

l,and
Acquisition

Total

\o Action b1 thc dcpartment tollcngc('ha

I

Rccont nt cn tll ( ion antl \\'ar
forrvard

Inadequate tunding tbr
counterpart lunds tbr
Development Partner
co fl nanced pro.iects
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6. Statement of Performance Against Predetermined Objectives for the FY 2024/25

Progress on the attainment of Strategic Objectives through Performance Contracting

The Vision 2030 identifies Road Development is as one of the Key enablers (Foundations) under

the Economic pillar. Vision aspires to have a country firmly interconnected through a network of

roads, railways, ports, airports, water and sanitation facilities and telecomm un ications.

The Ministry of Roads and Transport had five Key Result Areas (KRAs) within the 2018-2022

Strategic Plan themed seamless connectivity and Quality Built up Environment namely.

o Policy, Legal, Regulatory and Institutional Framework.

o Development of physical infrastructure and Facilities.

o Quality of Service, Safety and Security and Environmental Sustainability.

. Research and Innovation.

o Capacity Building in Institutional. Human, Technological and Financial

The strategic objective of Development of Physical lnfrastructure and Facilities pillar is to expand,

modernize and maintain integrated, efficient and sustainable transport systems with the key targets

for the Road sector been expansion ofthe road network by construction/Rehabilitation of 10.000

Km of Roads.

The State Department through its technical divisions and road agencies facilitate economic growth

by increasing access and enhanced safe mobility. It is also responsible for the formulation, review

and implementation of road policies and management, development and maintenance of the Road

network. It does this by implementing the road transport programme alongside policies and

regu lations in the sector.

The State Department for Roads implemented one Programme, namely Road Transport and the

fol lowing sub-programs.

i. General Administration, Planning and Support Services

ii. Construction of Roads and Bridges

iii. Rehabilitation of Roads and Bridges

iv. Maintenance of Roads and Bridges

v. Design of Roads and Bridges

xxt
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The State Department fbr Roads entered into a performance contract for delivery ol physical

or.ltputs at the beginrring ol the Firrancial Year. -lhe Perfbrrnance Contract detailed the Key

Pertbrnrance lndicators fbr rneasLrring and tracking perlorrnance.'l'he Performance Contract was

signed by the Principal Secretary on behallolthe State Department and by the Cabinet Secretary

on behall'olthe Covernrnent. 1'hrough the set targets. the State Department n,as able to nreet its

strategic objective of i rn provi ng motorabi I ity-.

Dtrring the Financial Year2024125 the State Department constructed 788 Km of roads against a

planned target ol 717 Km equivalent to l09o/o achievement while 50 Km of roads were

rehabilitated against a target oli5 km resulting to 48% achievement. On periodic maintenance. a

total of'175 krr rvas maintained against a target o1.125 km. representing an achieverrrent level of

88%. On routine maintenance. the sub-sector maintained 28.236 Krn ol roads. achieving 93%

againstthetargetol30.il8Krn.TheStateDepartmerrtmairrtained l0.T96KrnunderPerfbrtnatrce

Based Road Maintenance Contracts against a target ol 10.398 Krn resulting to a 103%

achievement.

The perfbrrnance contract tbr the State Departmerlt detailed the physical oLltpr.rts to be achieved

against the voted progralnme budget. During the202412025 Financial Year. the State Department

had an overallaverase aclrievement of 96oh against its set phy'sical targets as detailed below: -

7t7 788
t09%Constructiorr

Roads
Bridges

ol . Nurnber
and , Kilorneters

constructed

ol

50

t47%Rehabilitation ol
Roads and

Bridges

No ol Km of roads

rehabilitated
J+

375
88Yo

425

t8.2i6
93%

30.3 r 8

10.796
103%

No of Km Maintained
Lrnder Periodic

M aintenarrce
Roads
Bridges

No ol Knr Maintained
under Routine

ol
aud

r0.398

J0.2{5I { 1.892

x\ll

Sutr Programmc Targcl 21121123
-\ch icvcnre'n t 7o Achicr cntcnt
21t2t/25

Kel' Performance
Indicators

No olKrn Maintained
, under PBC

96'
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7. Management Discussion and Analysis

PROGRAM ME PE RFORMANCE REVI EW FY 2022 123 -2024 I 25

ROAD EXPANSION PROGRAMME.

During the review period FY 2022123-2024125,atotal of I,825 Km of roads were constructed

againstaplannedtargetof 1,861 KmequivalenttogS%oachievementwhile244Kmofroadswere

rehabilitated against a target of 314 km resulting in 7\Yo achievement.

The implementation of road projects has largely enhanced domestic and regional connectivity,

boosted rural productivity, and reduced urban congestion. The following are some of the

completed Major roads constructed and Rehabilitated during the review period; Dualling of

Nairobi Eastern Bypass (From Baraka Roundabout to Ruiru/Kamiti Junction) (27Km),

Rehabilitation and Upgrading of Eastlands Roads (Phase II) (10.2 Kms), Construction of Githurai

- Kimbo Road (Phase lll) (6 Kms), Upgrading to Bitumen Standards of Marsabit County

Headquarter Roads (10.8 Kms), Improvement of Access Roads to Starehe Affordable Housing

Project (2.4 Kms), Access to Stoni Athi Housing Project (2 Kms). Improvement of Nairobi Roads

Lot I (Part of Missing Link l2) (1.3 Kms),Upgrading to Bitumen Standards Kapenguria Town

Roads (5.5km) and the Nairobi Western Bypass Road Project among others.

The following programmes /projects facilitated the achievements of the above targets.

i. Kenya Transport Sector Support Project (KTSSP)

ii. Horn of Africa Gateway Development Project (HOAGDP)

iii. Eastern Africa Regional Transport, Trade and Development Facilitation

(EARTTDFP)

iv. National Urban Transport Improvement Programme (NUTRIP)

v. Roads 10000 Programme (Low Volume Sealed Roads)

vi. Roads 2000 Programme

vii. Annuity Programme

viii. Mombasa Port Area Roads Development (MPARD)

ix. Regional Mombasa Port Road Access-Mombasa- Mariakani

x. Multinational Bagamoyo -Tanga -Horohoro/Lunga Lunga- Malindi Road Project

Project

xxt
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Policy, Legal and Institutional Reforms

l.he ministr) has trnalized its Strategic PIan (102i-17). aligned with M'l-PIV and the Kenl'a Vision

2030. -l'he State Dcpartrnent has also cornpleted developing the Road Sector Investtnent

Prograrnrne (RSIP) lll (2023-2027). l'his program covels prioritized development and

r.naintcnance inter!entions filr the cntirc road nenrork ove r 5-year and l0-.r"ear plan periods. The

RSIP Ill is irnplemented through the AnnLral PLrblic Roads Programrne (APRP)

Public-Private Partnership (PPP) / Annuit-v Model

The programme aims for long-term partnerships with the private sector for the tinancing.

corlstrLlction. and management of roads. Annuity Concessions ls a type of PPP model in rvhich the

private operator (contractor) is paid a flxed. periodic payment (annuity') by the Government. ln

this arrangement. the contractor is responsible fbr both building the road arrd rrraitrtaitrins it tbr a

set period (Lrsually l0 years). This type ol PPP shitis the responsibility tbr bridge tinancirrg and

pertbrrrarrce risks to the contractol'. Payurent tbr the services is made in agreed flxed instalments.

ensurirrs predictabilitl in the budget sy-stenr. 
-[hrough this proeramrne. the tbllowin-q rvere

ac h ieved:

i. Nairobi E.xpresswav- 27Km completed

ii. Constrr.rction ol 91.5 krns olNgong - Kiserian - lsinya and Kajiado - lmaroro roads. The

project is under Perforrnancc Based Routine Maitrtetrance.

iii. Construction of Lot I5 tdentifled Tor.vn Roads in N1'eri. Kiriny'aga. Muranga. Embu.

Tharaka Nithi and Laikipia

iv. Construction o l' Lot I 8 ldentifled Tou'rr Roads in Kakarne'ga. V ih iga. B ungoma and Busia

xx lv
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Programme Budget Performance over the 2022123 -2024125 Financial Years

The State Department for Roads achieved budget performance over the three-year review period

as shown below.

Construction of Roads and Bridges 62,807 65,4 r r 6S 71\ 50,5 r 5 52,803 66,451

Rehabilitation of Roads and Bridges 26,1t9 37.997 '!< 7',1') 25,376 25,1t3 34,823

Maintenance of Roads and Bridges 77,657 69,104 85,536 77,s68 6t ,571 72,331

Design of Roads and Bridges 500 0 0 185 0 0

Ceneral Administration, Planning and Support
servtces

3.712 5.548 5 5q4 7,940 s d?o s )1s

TOTAL 170,795 178,060 t 96,597 156,68{ I,1.1,966 t 78,E29

xxv

The State Department under the medium-Term Plan IV will gears towards realizations of the main

considerations of Inclusive Growth/People Centered, Expansion of Revenue Base, Digitization

and Alternative Financing. The Roads Department under the Governance pillar in line with the

strategic plan will consider Institutional Reforms through transformation of Materials Testing

&Research and Mechanical and Transport Divisions and Kenya Institute of Highways and

Building Technology into SACA. The Sub sector targets to Construct 6,000Km roads comprising

3,500Km ofroads under conventional method and 2,500km of low volume seal roads.

Approved Budgel Acturl Erpenditure

Programme/Sub - Progmmmes ( KShs. ll illions) ( KShs. )lillions)

2022/23 21t23/2t 2021/25 2022/23 2023t24 202il25

Progrnmme l: Road 'f ransport
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8. EnvironmentalandSustainability Reporting

The State Depa nrent lor Roads rnandate is stipulated in the Fourth Schedule of the Constitution

ol'Ken1'a.2010 and Executive Order No.2 olNovember 2023. to tbrmulate and irnplernent road

policies. develop the regulatory' tl'arne*ork and standards. and to develop. rnairrtain. and manage

road trarrsport iufiastructure f'acilities fbr sustainable socio-econornic developnrent.

The State f)epartrnent tbr Roads rvas placed under the Ministry ol Roads and'fransport by

Executive Order No. 2 olNovernber 2023 on the Organization of the Covelnrnent of the Republic

of Kenya. lts lunctions are as tbllows:

i. National Roads Development Policy.

ii. Development. Standard ization. and Maintenance of Roads.

iii. Materials Testirrg and Advice on Usage.

iv. Protection of Road Rescrves.

v. Mairrtenance of Securit.u., Roads.

vi. Administer Mechanical and Transport FLrnd.

v ii. Rcsistration ot'F.ngincers.

viii. Mechanical and Transport Services.

ix. Enfbrcernent ol Axle Load Control.

The Mandate is carried out through tive (5) technical Directorates within the State Departrnent.

rramely: Roads. Quality'Assurance. Materials Testing and Research. Mechanical and Transport.

and the Kenra lnstitLrte ot'Highwals & Building Technology. lt is also implernented through six

(6) road agencies: Kenya National tlighrvay-s Authoritl' (KeNHA). Kenya Urban Roads Authority

(KURA). Kenya Rural Roads Authority (KeRRA). Engineers Board of Kenya (EBK). Kenla

Roads Board (KRB). and Kenya Engirreering Technology Registration Board (KETRB).

The State Department. through its technical directorates and road agencies. faciiitates economic

grorvth by' irnprovin-u access and ensuring sat'e mobility. It is responsible tbr tbrmulating.

revierving. and irnplerrenting road policies and rnanagement. as well as fbr developing and

rnaintaining the road netrvork. This is achieved through the implementation olthe Road 'lransport

Prograrnme in conjunction rvith sector policies and regulations.

\.\VI
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a) Sustainability strategy and profile

The Roads subsector has an outstanding road projects portfolio on contracted works chargeable to

the GOK portion amounting to approximately Kshs.850 billion as at 30th June 2025. The pending

bills chargeable to the GOK portion under the Development Budget totaled Ksh 167 billion as at

30'h June 2024. The pending bills portfolio dropped to Ksh 128 billion as at 30tr'June 2025.The

drop inn pending bills was as a result of receipt of the bridge lacility financing under the

Securitization programme. Owing to increased request for resources from other sectors and County

Covernments, the funding to the Roads seclor was remaining static while the portfolio continued

growing. The Government therefore decided to focus on the ongoing projects without taking on

board many new ones in order to ensure efficient and sustainable project implementation.

Moving to the future, the Government is putting more emphasis on projects financed through the

PPP Model. The Government will also focus more on completing the ongoing projects road rather

than starting others

b) Environmental performance /climate change/ mitigation of natural disasters

Road projects are financed through the Government, apart from a few being implemented under

the PPP model. The development Budgets for the Road Agencies from the main component of the

State Department Development Budget that is accounted for by the principal Secretary. The State

Department continued with implementation of the Roads 10,000 programme in which it targets to

upgrade I0,000km to bitumen standards using various strategies including the Low Volume Seal

Roads Strategy (LVSR). The LVSR has achieved comrnendable success. Out of the contracted

8,000 km, the State Department, through its implementing agencies completed approximately

6,000 km by 30th June 2025. This meant that the bituminized road surface had increased by

6,000km since the launch ofthe strategy. Road Development has, however, faced challenges of

budget insufficiency in respect to the portfolio ofprojects. The insufficiency has led to delayed

project implementation. pending bills and associated negative consequences. The lmplementing

Agencies have incorporated climate resistant infrastructure in the projcct planning and

im p Iem entat ion.

c) Employee welfare

The State Department Headquarters Human Resource Policies are governed by the Public Service

Commission of Kenya including the gender ratio. Owing to historical issues, technical staflabove

50 years is mostly male dominated. Over time, the Public Service Commission has been recruiting

xxv
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stalf for the State Department in adherence to the one third rule policy in which no one gender

accounts fbr rrrore tharr two thirds ol'the statT being hired. The Road Agencies also fbllow' the

public service ol Kenla (luidelines as the;- develop their Hurnan Resource Managerrent Manuals

ln an ef lbrt to irrprove capacitl' bLrilding fbr its stafl the State Department has tinancing fiorn the

World Bank agaiust which it has and colrtinues to train rnost ol its stafl to enable them to enhance

their careers through prolxotions afier they acquire the skills. In addition to the promotions. the

skills acquired helps the staff to work better and smatter

xxvlll

d) Operational practices/ Market place practices

'fhe State Departrnent budgets is processed throLrgh the Parlianrentar) Depaftmental Cornmittee

ol Transport. Roads and Public Works. This oversight cornmittee ensLu'es that the budget is

allocated in a tair nranner across all regiorrs. lrr execution olthe budget. the State Departrnent and

its a-sencies irnplenrent the line budgets as approved b;- Parlianrent. The payrnent process is based

on the approved budget and payrnents per project is on a flrst presented invoice. first to be paid.

The suppliers to the State Department are given supply orders up to the limit of bLrdget. To avoid

carrying over bills at the end of the tlnancial year. the State Department ensures that it lollorvs the

National Treasury guideline fbr closing new supply orders. one month belore the closure of the

financial vear in June. This ensures that there is adequate time to request tbr exchequer lrom the

National Treasury to flnance the orders. The State Department Headquarters has not had pending

bills as at the close of the tlnancial y'ear over the last three tinancial ;"ears

Despite the positive good practices. the State Deparlrnerrt Road Agencies rvhose rvork is flnanced

thror"rgh the COK budget face huge bLrdget insutficiencies leading to pending bills and delayed

project execution. This has a consequence ol trustrating contracts since they are unable to be

implemented over the contracted time periods.

e) Communit"v Engagements-

l'he State Departrncut engagcd in tree planting activities at the Ngong Forest rvhere it has been

allocated a portion of the lorest tbr continuous aftbrestatiorr. The State department planted 1.500

trees irr Dongo Kundu Mombasa County and 1.200 trees in Gembe Hills in Hornabay County. This

CSR activitl,' is an eltbrt in increasing the fbrest cover and thereby mitigate against the negative

et't'ects ol climate change.
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9. Statement of Management Responsibilities

Section 8l (l) of the Public Finance Management Act,2012 requires that, at the end of each

financial year, the Accounting Officer for a National Government MDA shall prepare financial

statements in respect of that M DA. Section 8 I (3) requires the financial statements so prepared to

be in a form that complies with relevant accounting standards as prescribed the Public Sector

Accounting Standards Board of Kenya from time to time.

The Accounting Officer in charge of the State Department for Roads is responsible for the

preparation and presentation of the State Department for Roads's financial statements, which give

a true and fair view of the state of affairs of the State Department for Roads for and as at the end of

the financial year (period) ended on June 30, 2025. This responsibility includes: (i) maintaining

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

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

reasonable accuracy at any time the financial position of the State Department for Roads, (iii)

designing, implementing and maintaining intemal controls relevant to the preparation and fair

presentation of the financial statements, and ensuring that they are free lrom material misstatements,

whether due to error or fraud, (iv) safeguarding the assets of the State Department for Roads; (v)

selecting and applying appropriate accounting policies. and (vi) making accounting estimates that

are reasonable in the circumstances.

The Accounting Officer in charge of the State Department for Roads accepts responsibility for the

State Department for Roads's financial statements, which have been prepared on the Accrual Basis

Method of Financial Reporting, using appropriate accounting policies in accordance with

International Public Sector Accounting Standards (IPSAS). The Accounting Officer is of the opinion

that the State Department for Roads's financial statements give a true and fair view of the state of

MDA's transactions during the financial year ended June 30, 2025. and of the State Department for

Roads's financial position as at that date. The Accounting Olficer fufther confirms the completeness

of the accounting records maintained forthe State Department for Roads, which have been relied

upon in the preparation of the State Department for Roads' financial statements as well as the

adequacy ofthe system of internal controls.

xxl x
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The Accounting Officer in charge of the State Depaftment for Roads confirms that the MDA has

cornplied tirlly rvith applicable Goverrrment Regulations and the terms of external financing

covenants (rvhere applicable). and that the State Deparlnent tbr Roads' funds received during the

year under audit rvere used tbr the eligible purposes lbr rvhich they rvere intended and w'ere properly

accor.rnted tbr. F'Lrrther tlre Accounting Officer contlrms that the State Departrnent fbr Roads'

flnancial statements have been prepared in a tbrrn that complies,,vith relevant accounting standards

prescribed by the Public Sector Accounting Standards Board of Kenya.

Approval of the financial statements

-['he 
State Depa(nrent lor Roads flnancial statenrents were approved and signed b1'the Accounting

Oillcer on 1025.

Eng. Joseph Mbugua. CBS Sophi akio Mwanqashi
Accounting Officer Head of Accounting Unit

ICPAK M/No ll3,ll

xxx
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REPORT OF THE AUDITOR.GENERAL ON STATE DEPARTMENT FOR ROADS
FOR THE YEAR ENDED 30 JUNE, 2025

PREAMBLE

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

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

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

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

An Unmodified Opinion is issued when the Auditor-General concludes that the
financial statements are fairly presented in accordance with the applicable financial
reporting framework. The Report on Financial Statements should be read together
with the Report on LaMulness and Effectiveness in the Use of Public Resources, and
the Report on Effectiveness of lnternal Controls, Risk Management, and Governance.

The three parts of the report aim to address the Auditor-General's statutory roles and
responsibilities as provided by Article 229 of the Constitution, the Public Finance
Management Act, 2012, and the Public Audit Act, 2015. The three parts of the report
when read together constitute the report of the Auditor-General.

REPORT ON THE FINANCIAL STATEMENTS

Opinion

I have audited the accompanying transitional IPSAS financial statements of State
Department for Roads set out on pages 1 to 37, which comprise of the statement of
financial position as at 30 June, 2025 and the statement of financial performance,
statement of changes in net assets, statement of cash flows and statement of
comparison of budget and actual amounts for the year then ended and a summary of

Report of the Auditor-General on Slale Department for Roads for the year ended j0 June, 2025



significant accounting policies and other explanatory information in accordance with
the provisions of Article 229 ol the Constitution of Kenya and Section 35 of the Public
Audit Act, 2015. I have obtained all the information and explanations which to the best
of my knowledge and belief, were necessary for the purpose of the audit.

ln my opinion, the transitional IPSAS financial statements present fairly, in all material
respects, the financial position of State Department for Roads as at 30 June, 2025 and
of its financial performance and its cash flows for the year then ended, in accordance
with lnternational Public Sector Accounting Standards Accrual Basis (including the
transitional provisions permitted under IPSAS 33) and comply with the Public Finance
Management Act, 2012; and The National Treasury and Economic Planning Circular
No. 3 of 14 April,2025.

Basis for Opinion

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSA|s). I am independent of the State Department for Roads
Management in accordance with ISSAI 130 on the Code of Ethics. I have fulfilled other
ethical responsibilities in accordance with the ISSAI and in accordance with other
ethical requirements applicable to performing audits of financial statements in Kenya.
I believe that the audit evidence I have obtained is sufficient and appropriate to provide
a basis for my opinion.

Key Audit Matters

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

Other Matter

Unresolved Prior Year Matters

ln the prior year audit report, two issues were raised under the Emphasis of Matter
and on Report on Lawfulness and Effectiveness in the Use of Public Resources. These
include budgetary control and performance and non-compliance with one-third rule on
basic salary. Review of the status during the audit of the State Department in
202412025 revealed that issues remained unresolved.

Report of the Auditor-General on State Department for Roads for the year ended 30 June, 2025
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Other !nformation

The Management is responsible for the Other lnformation set out on page iv to xxx
which comprise of key State Department's lnformation and Management, Statement
of Governance, Statement Cabinet Secretary, State by the Principal Secretary,
Statement of Performance Against Predetermined Objectives, Management
Discussion and Analysis, Environmental and Sustainability Reporting, Statement of
Management Responsibilities. The Other lnformation does not include the financial
statements and my audit report thereon.

ln connection with my audit on the State Department's financial statements, my
responsibility is to read the Other lnformation and in doing so, consider whether the
Other lnformation is materially inconsistent with the financial statements or my
knowledge obtained in the audit or otherwise appears to be materially misstated. lf



based on the work I have performed, I conclude that there is a material misstatement
of this Other lnformation, I am required to report that fact. I have nothing to report in
this regard.

My opinion on the financial statements does not cover the Other lnformation and
accordingly, I do not express an audit opinion or any form of assurance thereon.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN THE USE OF PUBLIC
RESOURCES

Conclusion

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

Basis for Conclusion

1. Non-Compliance with One-Third Rule on Basic Salary

Review of the State Department's staff payroll revealed that for the twelve (12) month
period there were one hundred and eleven (1 1 1) employees whose salary deductions
exceeded two{hirds (2/3) of the basic salary. This was contrary to Section 19(3) of the
Employment Ac1,2007 which states that without prejudice to any right of recovery of
any debt due, and notwithstanding the provisions of any other written law, the total
amount of all deductions which under the provisions of subsection (1), may be made
by an employer from the wages of his employee at any one time shall not exceed two-
thirds of such wages or such additional or other amount as may be prescribed by the
Minister either generally or in relation to a specified employer or employee or class
employers or employees or any trade or industry. This may expose the staff to
pecuniary embarrassment.

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

2. Failure to Comply with Public Procurement and Asset Disposal Act, 2020

Review of the Consolidated Annual Approved Procurement Plan for the year
20241 2025 revealed that the State department planned to acquire both goods and
services at a total cost Kshs.1 ,074,205,591. However, the Accounting Officer did not
submit biannual or quarterly reports of Contracts awarded during the period to the
Public Procurement Regulatory Authority contrary to the Regulation 131(1) of the
Public Procurement and Asset Disposal Regulation, 2020 that provides that the
Accounting Officer of a procuring entity shall, in accordance with section 138(b) of the
Act report all signed contracts to the Authority within fourteen days.

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

3. Failure to Comply with 5% Persons Living with Disability Guidelines

Review of the human resources records revealed that the State Department has a
total of one thousand six hundred and forty-seven (1647) employees out which thirty-
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four (34) or 2o/owerc persons living with disabilities. This was contrary to the provisions
of the Public Service Commission Human Resource Manual 2016 under Section
8.23(2) of Rights and Privileges of Persons with Disabilities which states that, Persons
with disability shall be accorded equal opportunities for employment that Government
shall implement the principle that at least five (5) percent of all appointments shall be
for persons with disabilities.

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

The audit was conducted in accordance with ISSAI 3000 and ISSAI 4000. The
standards require that I comply with ethical requirements and plan and perform the
audit to obtain assurance about whether the activities, financial transactions and
information reflected in the financial statements comply in all material respects, with
the authorities that govern them. I believe that the audit evidence I have obtained is
sufficient and appropriate to provide a basis for my conclusion.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

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

Basis for Conclusion

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

Responsibilities of the Management and those Charged with Governance

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

ln preparing the financial statements, Management is responsible for assessing the
State Department'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 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.
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lnadditiontotheresponsibilityforthepreparationandpresentationofthefinancial
statements described ;;;;;,'fu"nrg"meni is arso responsibre for ensuring that the

activities, financial tr"n"Jiont and-information reflected in the financial statements

comply with the ,utnoiiti". *r.lich govern them and that public resources are applied

in an effective way.

Thosechargedwithgovernanceareresponsiblefg'overseeingtheState
Department's financial 

-reporting proces.s' ieviewing the effectiveness of how

tvtli;d;;;i,nonitott'-":".pri""." with relevant legislative and regulatory

requirement", 
"n.unnglhat 

effLctive processes and systems are in place to address

key roles and responsibilities in relaiion to governante and risk management, and

"n'.rringtheadequacyandeffectivenessofthecontrolenvironment'
Auditor-General's Responsibilities for the Audit

Myresponsibilityistoconductanauditofthefinancialstatementsinaccordancewith
Articte 229(4) ot tre ionstitution, section 35 of the Public Audit Act, 2015 and the

lnternational standards of supreme Audit lnstitutions (lSSAls). The standards require

that, in conducting L" "raI 
iLUiain reasonable assurance about whether the financial

statements as a whotJar"-ir"" tron,.. material misstatements, whether due to fraud or

error and to issue ," "roit"rt 
report that includes my opinion in accordance with

Section 48 of the puOfic AiJit Rci, ZOtS. Reasonable assurance is a high level of

assurance but is not a guarantee that an audit conducted in accordance with lssAls

will always detect , ,itoirt misstatement when it exists. Misstatements can arise

from fraud or error rni ui" 
"on"idered 

material if, individually or in the aggregate' they

coutd reasonabty be;;;d"Ji;inlrun"" the economic decisions of users taken on

the basis of these financial statements'

lnconductingtheaudit,Article229(6)oftheConstitutionalsorequiresthatlexpress
a conclusion on *n"i'ne, or not in' all mat'erial respects' the activities' financial

transactions anO intoimaiion reflected in the financial statements are in compliance

with the authorities t'f,"t g;r"in them and that public reso.urces are applied in an

effective way. ln ,OOitio","f consider theentity's control enviro.nment in order to give

an assurance on tr." 
"rru"ti,"ness 

of internat controls, risk management and

governance pro""r"J" anJ systems i1 accordance with the provisions of

Slction 7(1) (a) of the Public Audit Act' 2015'

Further,lamrequiredtosubmittheauditreportinaccordancewithArticle229(7)ot
the Constitution.

Detailed description of my responsibil

Auditor-General's website at:

responsibi lities-fo

ities fo r the audit is located at the Office of the

https oaqkenva qo.ke/auditor-qenerals-

r-audiU. This descriP tion forms Part of mY auditor's rePort

FCPA

Nairobi

17 December,2025

, CBS

int for Roads for the Yea
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STATE DEPARTMENT FOR ROADS
Annual Report and Financial Statements for the year ended 30th June 2025

Reven ue from non-exchange transactions

Transfers from exchequer 6 65.367. r78,983

Transfers from other government entities 7 87.126,500,t26

Transfers from domestic and foreign partners 8 24,710,023,556

Tax Receipts 9 670,797,728

Total 177,874,500,393

Revenue from exchange transactions

Miscellaneous income t0 t,023,774,851

Total reven ue 178,898,275,245

Expen ses

Employee costs il t,t9t,504,444

Use of goods and services t2 1,987,580,01 I

Transfers to other government entities l3 175.474. r0 r. r07

t4 4,237,184

Total expenses 178,657,422,745

Surplus for the year 240,852,500

Taxat ion

Net Surplus 2.10,8s2,500

10. Statement of Financial Performance for the period ended June,, 2025

The Financia S tat set out on pages I to 6 were signed by

"dtl
Eng. Joseph M. Mbugua, CBS Soph akio Mwangashi
Accounting Officer Head of Accounting Unit

ICPAK M/No ll34l
Notes

(Paragraph 79 of IPSAS 33 allows for the election by the State Department for Roads to present one statemenr of
financial performance, one statement ofcash flow, one statement ofnet assets and the statement olfinancial position
and an opening statement offinancial position as at the time ofadoplion ofthe accrual basis ofaccounting. ln preparing
these financial reporting template, this election has been made and therefore there are no comparatives in the first year
of transition.)

Notes
I

Period Ended J une 2025

Kshs

Depreciation and amortization expense



STATE DEPAITTMENT FOR ROADS
Annual Report and Financial Statements for thc year ended J0th June 2025

I l. Statemcnt of Financial Position as at 30rr' .Iune 2025

The fl nanc ial stat ts set oLlt on pages I to 6 were signed by

Eng. Jose Sophie Wakio Mrvangashr

Hcad of Accounting Unit
ICPAK M/No I l34l

)

Assets

Current Assets

l5 r77.088.547 113.837..r48Cash arrd caslr ecprivalents

71 r 1')t6Receivab le s fiilrrr excharrge transactions

1t3,909,6tt0Total Cu rrcnt Assets 177,088,5{7

Non-Cu rrent Asscts

l7 r76-553.046Property. plant. and equipment

Total Non-Cu rrent Asscts 176,55J,0{6

I JJ,909,6110Total Assets (A) J5J,6J I,60.1

Liabilitics

Current Liabilitics
85.i4 r.725l8 t0'1.877.747

l9Current portion of provision

85,3{ I,725r l2,7l6.tt7lTotal Cu rrcnt Liabilitics

Non-Cu rrent Liabilities
1.7e r.085t9 2.79 r .085Long ternr portion ol provisions

2,79 I,085 2,791 ,085Total Non-Cu rrcn t Liabilities

r r 5.507,958 88,132,810Total Liabilitics (B)

2J8.133.6.17 55.776,870Net Assets (A-B)

Represented By:

55.776.870238. t 33,647Accumulated sLl rp lLrs

55,776,870238,133,6-17Net Assets

L
ItI

Acc<lunting Officer

\otcs I'cliod as at 30th

.l u nc 2015

Opening Stalement
l" Julv 202{

Kshs

Trade and other payables

| +.s:0. r:s

bugua. CBS
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12. Statement of Changes in Net Assets for the period ended 30th June,2025

As at 30th June 2024 (cash trasis) 58.'567,955 58,567,955

Adjustments: (to recognize assets and liabilities) (2,79 r ,08s ) (2.79r,085)

As at July 1,2024 55,776,870 55,776,870

Surplus/ deficit for the period 240,852,500 240,852,500

Returns to exchequer (s8,495.723) (s8,495,723)

As at 30th June, 2025 238,133,647

J

Dcscription Accu nl ula tcrl Total
Surplus I

Kshs Kshs

238,,r33,647
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13. Statement of Cash Flows for the period ended 30'h June, 2025

(PSASB has prescribed the use olthe direct nrethod tbr cashtlow preparation)

.l

KshsNotcs

Cash florvs from operating activities

Rcccipts

Trans f crs lior-n exchcq ucr 65.367. r78.98i

87. r26.500. l]6Trarrsf'ers fl'orr othel govcrnment entities

2.1.710.023.556'f 
lans lL'r's lionr Othcr Goverr.rnrcut cnti t i cs

'[ax Receipts 670.797.728

t.023.77 4.85 tMiscellaneous income

178.898,275,2{5Total rcceipts

Pavmcnts

r. 18 r.665.i r9Ernplol'ee costs I

| .961.97 I .7 57Use of goods and services

I75..+7.1.l0 r.107Transf'ers to othcr governmerlt entities

4.999.999Social benetlts

I 78,625,738,I 8lTotal pa1'ments

272.531.062
Net cash flows from/(used in) operating
activities

20

Cash flows from investing activities
( r80.7e0.229)Purchase ol PPE

(r 80.790,22e)
Net cash flo*'s from/(used in) investing

activities

Cash flows from financing activities
( 5 8.1e5.723 )Rctul'n to [ixchccluer

(58,{9s,723)Nct cash flows from financing activitics

33,251,1l0Net increase/(d ecrease) in cash &
Cash equivalents

r4i.8i7.448Cash and cash equivalents at the starl olthe period I l5

r 77.088,5{7Cash and cash equivalcnts at the end of the

period

r5

Period Indcd 30'h .lune 2025



STATE DEPARTMENT FOR ROADS
Annual Report and Financial Statements for the year ended 30th June 2025

14. Statement of Comparison of Budget & Actual amounts for period ended 30.h June, 2025

Recurrent and Development Com bined

Revenue

Tax Receipts r,200,000,000 r,200,000,000 670,797,728 529,202,272 56%
Proceeds from Domestic and

Foreign Crants
3,620,993,633 (2,410,120,323) r ,2 t0,873,3 l0 657,350,274 s53,523,036 54%

Transfers from exchequer 74.135.923.t t8 (9,t t7,499,066) 65,618,424,052 65,367,178,983 251,245,069 100%
Transfers from other
government entities

84,523.000.000 r6,000,000,000 r00,523,000,000 87.t26,500,t26 13.396,499,874 87%

Proceeds tiom Foreign

Borrowings
33,871.07 t .324 (6,8i6,984,725) 27,034,086.599 24.052,673,282 2.981,413.317 89%

Other income 1.01r,000,000 1,01t,000,000 1,023,774,8s1 (t2.77 4,8st) t0t%
Total revenue 198,961,988.075 (2,364,604,114) 196,597,393,961 178.898,275,245 17,699,109,716 91,,h

Expenses

Employees costs r,329,000,000 ( r50,000,000) | .l 79,000,000 r, t8 r,665,319 (2,66s,319) t00%
Use of goods and services 1,263,678,7s0 275,0t3,742 t,538,692,492 I ,987,5 80,0 | I (448,887,s t9) t29%
Transfers to other government

ullrts
t80, t80,347,005 (2,04t.s94,494) 178, t38,752,5 il t75,474,t0t,107 2,664.6s1.404 99%

Social benefits 5,000,000 3,970,t41 8,970, r4 | 4,999,999 3.970.142 s6%
Total recurrent expenses 182,778,025,755 (1,912,610,61l) 180,865,415,144 2,217,069,709 99,,
Capital items

Acquisition of PPE 16.183,962,320 (4s r,9e3,503) t5,731,968,8 t7 r80.790.23 r 1s,55 t,178,586 t%

5

l)escription Original budget Atl j ust mcn ts Final budget
Actual on a
comparable

basis

lludgct
u t iliza tiorr

rliffcrcn cc

u/o of
u tilization

A It C=a+b t) E:c-d F=tllc Yo

178,648,346.436



l"/"r 80,790,23 r 15.55r,r78,586I 5.7J I,968,8 r 7(451.993,503)16.'1sf,,962,J20
Total expenses -

Developm en t

17,76t],217,295 91,Y"178,829,I16,666r 96,597,383,961(2,36{,60{,r r4)I 98,961 ,gtttt,075Total er pcnscs

69, r 38,578 (69,r J8,578)Surplus/ deficit

STA'I'E DEPARTMENT FOR ROADS
Annual Rcpo rt and Financial Statements lbr the 1'ear ended 30th.lunc 20 25

Reconciliation table

Budget Notes

t. Tax Receipts - the urrder-utilizations werc duc to non-receipt ol'toll l'ees ti'onr Kenya Roads Board

2. Proceeds from Domestic and Foreign Crants - this is due to a slow uptakc ot'the Crartt AIA components ol'various road pltr.iccts strch

as Mombasa Kilill Lot l: Mornbasa - Mtwapa where rrost olthe sectiorts lirccd l.and Conrpensatiott challenges ol'which sotnc- ltas since

been resolved througlr the Securitization prograrnrne

3. Other income - l'he over-utilization is duc to the overcollection ot'revcnues liotn thc Materials 'l-esting and Research [)ivisiorr.

+. Acquisition of I'PE -

5. TheclrangesbetrveerrtheOriginal Budgetandthel'inal BudgetareduetoStrpplcntc-ntarybtrdgets. lrrF'inancial Yeat202412025.thcre

were three sLrpplenrentary budgets approved by thc National Assernbly

6

69.l]8.578Actual Surplus Amounts as per the statement ol'llLrdget
22.60ti.254Basis d iltercnce
t4i.817.448Timing ditl'erences

( 5 8.495.72i )Classillcation di lterences

t77.088.547Closing Cash and Cash Eqtrivalent as per thc statenrent ol'Cash t'lows

Original lrutlget Adjustnrents l-inal butlgct

A ll 6 =n+b

Dcscription o[ l'articu la rs ,\nrou nt in Kshs

,\ctual on :t

conr pa rl blc
basis

1)

Butlgct
utilization
d ifferen cc

E=c<l

"1, of
u tilization

b =rl lc Y"
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15. Notes to the financial statements

l. Establishment

-he State Department for Roads is established by and derives its authority and accountability lrom Executive

Urder No. 2 in May 20 I 3. State Department for Roads is wholly owned by the Government of Kenya and is

domiciled in Kenya. The State Department for Roads principal activity is overseeing development,

rehabilitation, maintenance and overall, of the public road in the country.

2. Statement of Compliance and Basis of Reporting

Statement of compliance

These financial statements have been prepared in accordance with the Public Finance Management Act,2012

and with the Intemational Public Sector Accounting Standards (IPSAS).

t'or the purpose of these financial statements, the State Department for Roads has been categorized as a

Schedule I national govemment State Department for Roads line with Section 4 of the Public Finance

Management Act.2012 read together with Regulation2ll (2) of the Public Finance Management (National

Government) Regulations, 2015. Schedule I national govemment entities include Ministries, Departments,

Agencies, constitutional institutions and independent offices. State Department for Roads are reporting entities

whose primary objective is to provide policy and coordination of govemment services.

The use of public resources by the State Department for Roads is primarily governed by Chapter 12 of the

Constitution, the relevant Appropriation AcL the Public Finance Management Act. of 2012.and the Public

Procurement and Disposal Act, of 2015.

Ihese financial statements were authorized for issue by the Accounting Officer on 28tl' august. 2025

Guiding note during the transition period:

The financial statements have been prepared in accordance with the Public Finance Management Act. and

International Public Sector Accounting Standards (IPSAS) or the State Department for Roads has taken

advantage ofthe transitional provisions under IPSAS 33 and therefore these Ittyear financial statements are

transitional financial statements and the following elements Non-Current Assets, Inventories of the financial

statements have not been recognized as the State Department for Roads has taken advantage ofthe transition

provisions outlined in IPSAS 33.

Notes to the financial statements

Reporting period

The reporting period for these financial statements is for the period ended 30tr' June, 2025.

7
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Basis of preparation

These financial staternents have been prepared on a going concern basis. and the accounting policies have

been applied consistentll'throughout the period on an accrual basis unless otheru'ise specified (fbr example

the Statemcnt olC'ash [rlows). L]ndcr an accrual basis. relenues are rccoqnized when ri-rrlits to asscts are eanled

or levied ratlicr tltan when cash is receivecl. and expenses are recognized when obligations are incurted rather

than when they' ale settled. The tlnancial statenrents have been prepared ancl presented in Kenya Shillings to

the nearest shilling. The accounting policies adopted have been consistently applied to all the 1'ears presented.

Critical accounting j udgements

IPSAS requires accounting judgements to be made in determining accounting policies that impact the

presentation of these llnancial statenlents. The most critical of these judgements. and their impact. are:

Rc'cosnition ol- rc'u err LIC

A revenue is an increase in the net flnancial positior.r. other than increases arising tiom o,,llership

contributions. Revenue'is reqlrired to be measured when the evc-nt occurs and when recognition criteria

(probable inflou ol resoLlrces and ability to reliably' ureasure their l'ah.re) are rnet. Judgnrent is required to

determine if these criteria are n1et. particularly where limited evidence is available at the time the revenue is

earned.

Rcco sn ition of non-excharlse exDenses and liabilities

A liability is a present obligation of tl.re State Department fbr Roads lor an outflow olresources that results

fiom a past e!'ent. Expenses (arrd othcr liabilities) are recognized 'uvhcn there is a present obli-eation (legal or

constructive) as a result ola past event. An outtlo\ olresoirrces embodying economic benetlts r,lill probabll'

be required to settle the obligation and a reliable estirnate of the obligation can be made. Judgement is requireo'

to assess each ol these conditions and therefbre report if an expense and a present obligation should be

reported.

The State Departnrent tbr Roads pursues a number olpolicy targets and outcomes. However. the commitnrent

to these targets and outcomes. generally. do not of themselves constitLrte a present obligation unless the State

Department fbr Roads is clear on the cost it intends to incur. when payrnent will be made. and to whom and

as a consequence has raised a l'alid expectation. As a consequence. liabilities are not reported tbr costs

associated with the State Departrnent fbr Roads policy objectives and targets. Where a policy choice gives rise

to an obligation that exists independently of the State Department for Roads. future actions. expenses (and

other related Iiabilities) are recognized for that policy.

ti
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Pumose and nature of financial instruments

Judgment is required in determining whether financial assets (including investment in securities and advances)

"nd financial liabilities are held for trading or to provide a retum throLrgh interest and principal transactions.

epending on that judgment, financial instruments will be reported at fair value or on an amortized cost basis.

Climate chan e oblisations

Kenya's current National Determined Contribution (NDC) to deliver on the goals of the Paris Agreement sets

a headline target ofa 32 per cent emission reduction by 2030 relative to the business-as-usual scenario of 143

MtCO2eq.State Department for Roads commitment to climate change action does not constitute a present

obligation on the balance sheet but are disclosed separately.

Physical assets

An asset is a resource presently controlled by the State Department for Roads as a result ofa past event. The

primary reason for holding property, plant and equipment and other assets is for their service potential rather

than their ability to generate cash flows. Because ofthe types ofservices provided, a significant proportion of

assets used by public sector entities including roads, national parks, heritage buildings etc. are specialized in

nature. There may be a limited market for such assets and so judgement is required on measurement. Judgment

is also required whether assets are held for commercial purposes or public benefit purposes.

3. Adoption of New and Revised Standards

i) New and amended standards and interpretations in issue effective in the year ended 30 June

2024.

There were no new and amended standards issued in the financial year.

ii) New and amended standards and interpretations in issue but not yet effective in the year ended

30 June 2024.

IPSAS 43 Applicable l't January 2025

9

Standard Effective date and impact:
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IPSAS 44: Non-

Current Assets

I-leld fbr Salc

and

D iscontin ued

Operations

IPSAS 45-

Propcrtl, Plant

and F.cluipntent

The standard sets out the principles for the recognition. measurement. presentation. and

disclosure of leases. The objective is to ensure that lessees and lessors provide relevan

intbrmation in a manner that t-aithfull;" represents those transactions. This inlbrrrration

gives a basis tbr users of llnancial statements to assess the eftect that leases have on the

frnancial position. financial perfbrrnance and cashflows of the State Department for

Roads.

The new standard requires entities to recognise. measure and present inlbnnation on right

of use assets and lease liabilities.

No impact of the standard to the State Department for Roads.

Applicable l't January 2025

The Standard requires.

Assets that meet the criteria to be classifled as held for sale to be measured at the loll'er

ofcarrying arnount and fair value less costs to sell and the depreciation ofsuch assets to

cease and:

Assets tliat l.neet thc critu'ria to be classilled as held fbr sale to be presented separately in

the statement of flnancial position and the resr"rlts of discontinued operations to be

presented separatell, in the statement ot'tlnancial pertbrnrance.

These changes have been assessed and at the moment they have no effect on the operations

of the State Department for Roads. Where the State Department for Roads identifies assets

for sale, they shall be classified separately from PPE in the year such decision is made.

Applicable l'' Jarruary' 2025

'fhe standard supcrsedes IPSAS l7 on Propertl'. Plant and Equipment. IPSAS 45 has

additional -suidance/ neu guidance fbr heritage assets. irr fiastructr.rre assets and

measurement. Heritage assets were previously excluded tiorn the scope of IPSAS l7 in

IPSAS 45. heritage assets that satisfy the defrnition ofPPE shall be recognised as assets

if they meet the criteria in the standard. IPSAS 45 has an additional application guidance

tor intiastructure assets. implementation guidance and illr-rstrative exanrples. The

standard has clarifled existing principles e.g. valuation of land over or under the

itrlrastructure asscts. under- maintenance ofassets and distinguishing significant parts of

infiastructure assets.

These changes have been assessed, and the State Department's assets will be impacted upon

application of this standard.

IPSAS 46

Measurement

Applicable l't January 2025

The objective of this standard was to improve measurement guidance across IPSAS by

l0
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IPSAS 47-

Revenue

IPSAS 48-

Transfer

Expenses

i. Providing further detailed guidance on the implementation of commonly used

measurement bases and the circumstances under which they shor-rld be used.

ii. Clarifying transaction costs guidance to enhance consistency across IPSAS;

iii. Amending where appropriate guidance across IPSAS related to measurement

at recognition, subsequent measurement and measurement related

disclosures.

The standard also introduces a public sector specific measurement bases called the

current operational value.

Has an impact on the State Department for Roads, which follows guidance from the steering

committee for use of historical cost or current Operational Value to be used for assets, and

cost to fulfilment to be used for liabilities.

Applicable I't January 2026

This standard supersedes IPSAS 9- Revenue from exchange transactions. IPSAS l1

Construction contracts and IPSAS 23 Revenue from non- exchange transactions. This

standard brings all the guidance of accounting for revenue under one standard. The

objective of the standard is to establish the principles that the State Department for Roads

shall apply to report useful information to users of financial statements about the nature,

amount. timing and uncertainty of revenue and cash flow arising from revenue

transactions.

No impact of the standard to the State Department for Roads.

Applicable lst JanuarT 2026

The objective ofthe standard is to establish the principles that a transfer provider shall

apply to report useful information to users of financial statements about the nature.

amount, timing and uncertainty ofexpenses and cash flow arising from transfer expense

transactions. This is a new standard for public sector entities geared to provide guidance

to entities that provide transfers on accounting for such transfers.

No impact of the standard to the State Department for Roads.

IPSAS 49-

Retirement

Benefit Plans

Applicable I't January 2026

The objective is to prescribe the accounting and reporting requirements lor the public

sector retirement benefit plans which provide retirement to public sector employees and

other eligible participants. The standard sets the financial statements that should be

presented by a retirement benefit plan.

No impact of the standard to the State Department for Roads.

iii) Early adoption of standards

ll
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The State Department lor Roads did not early - adopt any new or amended standards in the financial year or

the State Department fbr Roads adopted the following standards early (state the standards. reason for earl"

adoption and inrpact on State Department fbr Roacls financial statenlents.)

ll
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4. Summary of Significant Accounting Policies

a) Revenue recognition

i) Revenue from non-exchange transactions

Fees taxes and fines

The State Department for Roads recognizes revenues from fees, taxes. and fines when the event occurs, and

the asset recogni'ion criteria are met. To the extent that there is a related condition attached that would give

rise to a liability to repay the amount, deferred income is recognized instead of revenue. Other non-exchange

revenues are recognized when it is probable that the future economic benefits or service potential associated

with the asset will flow to the State Department for Roads and the fair value of the asset can be measured

reliably.

Transfers from other government entities

Revenues from non-exchange transactions with other govemment entities are measured at fair value and

recognized on obtaining control of the asset (cash, goods. services, and property) if the transfer is free from

conditions and it is probable that the economic benefits or service potential related to the asset will flow to the

State Department for Roads and can be measured reliably. Development grants are recognized in the statement

of financial performance after meeting the revenue recognition criteria. Conditional grants are recognized as

revenue upon fulfilment of the set conditions.

ii) Revenue from exchange transactions

Rendering of serrices

The State Department for Roads recognizes revenue from the rendering of services by reference to the stage

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

measured by reference to labour hours incurred to date as a percentage of total estimated labour hours.

Where the contract outcome cannot be measured reliably, revenue is recognized only to the extent that the

expenses incurred are recoverable.

Interest income

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

cash receipts through the expected life of the financial asset to that asset's net carrying amount. The method

applies this yield to the principal outstanding to determine interest income each period.

Rental income

Rental income arising from operating leases on investment properties is accounted for on a straight-line basis

over the lease terms and included in revenue.

l3



STATE DEPARTMENT FOR ROADS
Annual Report and Financial Statements for the year ended 30th June 2025

Notes to the Financial Statements (Continued)

Summary of Significant Accounting Policies (Continued)

b) Budget information

I'he original bLrdget tbr FY 2021/15 lr'as appror,ed by the National Assembll'on l8'l'.[1rne.2025. SubsequenL

revisions or additional appropriations r.vere made to the approved br-rdget in accordance w'ith specific approvals

fionr tlie appropriate aLrthorities. The additional or reduction ofappropriations are added to the original budget

b1' the State Departurent fbr Roads upon receiving the respective approvals to conch.rde the tlnal budget.

Accordingly. the State Departnrent fbr Roads recorded a reduction appropriation of Kshs.2,36-1,60.1,1 14 on

the 2024/25 budget fbllowing tlie governirrg body's approval. The State Department tbr Roads budget is

prepared on a dif'ferent basis to the actual income arld expenditure disclosed in the financial statements. The

financial statements are prepared on an accrual basis using a classification based on the nature ofexpenses in

the staternent ol financial perfbrnrance. whereas the budget is prepared on a cash basis. The amounts in the

lrnancial statements \\'ere recast f}om the accrural basis to the cash basis and reclassitjed by presentation to b

ou the same basis as the approved budget. A cor-nparison oi budget and actual arllounts. prepared on a

cornparable basis to the approved bLrdget. is then presented ir.r the statenlent ofconiparison ofbudget and actual

amounts. In addition to the Basis diffbrence. adjustnrents to anrounts in the flnancial statements are also made

tbr difterences in the formats and classiflcation schemes adopted fbr the presentation of the tlnancial

statenlents and the approved budget. A statenlent to reconcile the actual arrounts on a comparable basis

included in the statement ol comparison of budget and actual amolrnts and the actuals as per the statement of

casllflows has been presented under pages 1 to 6 ofthese financial statentents.

c) Investment property

Investtnettt properties are measured initially at cost. includin-u transaction costs. Tl.re carrl ing alnoLrnt inclr"rdes

the replacenteut cost ol coulpouents ol an existing irrr, estrnent propcfi) at the time that cost is ir.rcurred if tlir

recognition criteria are nlet and excludes the costs of day-to-day maintenance of an investment property.

Investment property acquired through a non-exchange transaction is measured at its fair value at the date of

acqr.risition. Subsequent to initial recognition. investment properties are measured usir-rg the cost model and

are depreciated over a year period. Illvestlrerlt properties are derecognized eithel when they have been

disposed of or when the investnrent propert)' is permar.rently witl.rdrawr.r fiom use and no tirture economic

beneflt or service potential is expected tiom its disposal. The difference between the net disposal proceeds arld

tl.re carrying anlount of the asset is recognized in the surplus or deflcit in the period olde-recognitior.r. Transfers

are ntade to or fi'or"n investment property only when there is a change in use.

Notes to the Financial Statements (Continued)

Summary of Significant Accounting Policies (Continued

d) Properfy, plant and cquipment
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All property, plant, and equipment are stated at cost less accumulated depreciation and impairment losses.

Cost includes expenditure that is directly attributable to the acquisition of the items. When significant parts of
nroperty. plant, and equipment are required to be replaced at intervals, the State Department for Roads

cognizes such parts as individual assets with specific useful lives and depreciates them accordingly.

Likewise, when a major inspection is performed, its cost is recognized in the carrying amount of the plant and

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

recognized in surplus or deficit as incurred. Where an asset is acquired in a non-exchange transaction for nil

or nominal consideration the asset is initially measured at its fair value. The depreciation policy is charged on

reducing balance basis on the year ofacquisition ofan asset; depreciation is fully charged.

The assets are depreciated using the following rates:

Fumiture and fittings - 12.5%

Other Assets - 12.5%

Computers and ICT Equipment - 30%

r5

e) Right ofuse asset

The right-of-use assets comprises the initial measurement of the corresponding lease liability. lease payments

made at or before the commencement day, less any lease incentives received and any initial direct costs. They

are subsequently measured at cost less accumulated depreciation and impairment losses. Whenever the State

Department for Roads incurs an obligation for costs to dismantle and remove a leased asset, restore the site on

which it is located or restore the underlying asset to the condition required by the terms and conditions of the

lease, a provision is recognized and measured under IPSAS 21 or IPSAS 26. To the extent that the costs relate

to a right-of-use asset, the costs are included in the related right-of-use asset. unless those costs are incurred

to produce inventories. Right-of-use assets are depreciated over the shorter period oflease term and useful life

ofthe underlying asset. Ifa lease transfers ownership ofthe underlying asset or the cost ofthe righrof-use

asset reflects that the State Department for Roads expects to exercise a purchase option. the related right-of-

use asset is depreciated over the usefr.rl life of the r.rnderlying asset. The depreciation starts at the

commencement date of the lease. The right-of-use assets are presented as a separate line in the statement of

financial position.
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Notes to the Financial Statements (Continued)

Summary of Significant Accounting Policies (Continued)

0 Tangible Natural Resources
-[he 

State Depaftmerrt lbr Roads recosnizes a tangible natural resource if. and onlf if: It is probable that scrvic"

potential associated rvith the natural resource',vill tlow to the State Departrnent tbr Roads: controls the tangible

natural resource as a result of past everlts: and the tangible rratural resource can be measured reliably. Where these

criteria are not lnet. the State Depanment fbr Roads discloses the tarrgible natlrral resolrrces in the notes to the

f''inancial staternents. Where a tangible nat.ural resource is recognized as an asset as the result ol'an event that is not

a trarrsaction in an orderly rrarket. inclLrding non-exclrange transactions. the asset shall be measured initially"at its

deenred cost. The State Departrnent for Roads shall apply IPSAS 46. Measurement when rneasuring the deemed

cost of such a recognized tangible natural resource. A recognized tangible natural resource acquired through an

exchange transaction shall be rneasured at its cost. The historical cost model is applied alter initial recognition less

any' depreciation and irnpairrnent losses.

g) Intangible assets

Intangible assets acquired separately are initially recognized at cost. The cost olintangible assets acqr.rired in a norr-

exchange transactiorl is their t'air value at the date olthe exchange. Follorving initial recogrrition. intangible assets

are carried at cost less any accurnulated arnortization and accurnr,rlated irnpairment losses. lnternally generated

intangible assets. excluding capitalized developrnerrt costs. are not capitalized and expenditure is ref'lected in

surplus or dellcit irr the period in which the expenditure is incurred. The usefirl Iif'e of the intangible assets is

assessed as eitlrer finite or indefinite.

h) Research and development costs

The State Departrnent tbr Roads expenses research costs as incurred. Developrnent costs on an individual project

are recosnized as intangible assets lvhen the State Deparlrnent fbr Roads can demonstrale:

i) -l-he 
technical f'easibility of cornpleting the asset so that the asset will be available fbr use or sale

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

iii) How the asset will generate firture economic benetlts or service potential

iv) The availability of resources to complete the asset

v) The ability to reliably measure expenditure during development.

Following initial rccognition of an asset. the asset is carried at cost less arry accunrulated arnorlizatiorr and

accumr.rlated irnpairurent losses. Arnortization ol the asset begins when development is complete. and the asset is

available fbr use. lt is amorlized over the period olcxpcctcd firture beneflt. During the period of developrnerrt. the

asset is tested fbr irnpairmeut annually with any impairrnerrt losses recognized irnmediately in surplus or deflcit.
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Notes to the Financial Statements (Continued)

SummarA of Significant Accounting Policies (Continued)

:\ Financialinstruments

^^'SAS 41 addresses the classification, measurement and de-recognition of financial assets and financial

liabilities, introduces new rules for hedge accounting and a new impairment model for financial assets. The

State Department for Roads does not have any hedge relationships and therefore the new hedge accounting

rules have no impact on the Company's financial statements. (amend as appropriate). A financial instrument

is any contract that gives rise to a financial asset of one State Department for Roads and a financial liability

or equity instrument of another State Department for Roads. At initial recognition, the State Department for

Roads measures a financial asset or financial liability at its fair value plus or minus, in the case of a financial

asset or financial liability not at fair value through surplus or deficit, transaction costs that are directly

attributable to the acquisition or issue ofthe financial asset or financial liability.

i) Financial assets

Classification of financial assets

The State Department for Roads classifies its financial assets as subsequently measured at amortized cost, fair

value through net assets/equity, or fair value through surplus and deficit based on both the State Department

for Roads management model for financial assets and the contractual cash flow characteristics ofthe financial

asset. A financial asset is measured at amortized cost when the financial asset is held within a management

model whose objective is to hold financial assets to collect contractual cash flows. and the contractual terms

ofthe financial asset give rise on specified dates to cash flows that are solely payments ofprincipal and interest

on the principal outstanding. A financial asset is measured at fair value through net assets/ equity if it is held

within the management model whose objective is achieved by both collecting contractual cashflows and

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

that are solely payments ofprincipal and interest on the principal amount outstanding. A financial asset shall

be measured at fair value through surplus or deficit unless it is measured at amortized cost or fair value through

net assets/ equity unless the State Department for Roads has made an irrevocable election at initial recognition

for particular investments in equity instruments.

Subsequent measurement

Based on the business model and the cash flow characteristics, the State Department for Roads classifies its

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

are presented in either surplus or deficit or through net assets/ equity subject to certain criteria being met.
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Notes to the Financial Statements (Continued)

Summary of Significant Accounting Policies (Continued)

Amortized cost

Financial assets that arc hcld tbr collection olcolltractual cash tlons utere those cash llo,ul s represent solely'

paynrents of principal and interest. and that are not designated at tair value thror.rgh surplus or deficit. are

nteasured at anrortized cost. A gain or loss on an instrument that is subsequently measured at anrortized cost

and is not part ol'a he'dging relationship is recognized in protit or loss when the asset is de-recognized or

inrpaired. Interest income fiom these tlnancial assets is included in tlnance income using the ettective interest

rate metl.rod.

Fair value through net assets/ equity

Financial assets that are held for tl.re collection ol contractual cash flows and fbr selling the financial assets.

where the assets' caslr tlows represent solc'ly' pa.v-ments ol principal and interest, are measured at fair valr,r

through net asscts/ equity. Mover-ncnts in the carrying alnount are taken through net assets. except fbr thc

recognition of impairment gains or losses. interest revenue. and fbreign exchauge gains and losses which are

lecoguized in surplus/dcficit. Intu'rcst income f}om these tlnancial assets is included in flnance iuconre using

the etfective interest rate method.

Trade and other receivables

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

and other recei',ables are assessed lor impairment on a continuing basis. An estimate is made of doubtful

recei'"ables based on a review of all or,rtstanding amonnts at the year-end.

Fair value through surplus or deficit

Fir.rancial assets that do not nreet the criteria fbr arnortized cost or tair value through net assets/ equity are

ureasured at tair lalue through surplus or detlcit. A br.rsiness model w'here the State State Department fb

Roads nranages financial assets witl.r the objective of realizing cash f'lows through solely the sale of the assets

would result in a lair value through a surplus or deficit model.

Impairment

The State Departnrent fbr Roads assesses. on a fbrward-looking basis. the expected credit loss ('ECL')

associated with its flnancial assets can ied at amortized cost and f'air value through net assets/equity. The State

Department fbr Roads recognizes a loss allowance tbr such losses at each reporting date. Critical estinlates

and significantiudgments made by nlanagenlent in determinir.rg the expected credit loss (ECL).
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Notes to the Financial Statements (Continued)

Summary of Significant Accounting Policies (Continued)

i) Financial liabilities

.,-lassification

The State Department for Roads classifies its liabilities as subsequently measured at amortized cost except for

financial liabilities measured through profit or loss.

j) Inventories

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

exchange transactions (for no cost or a nominal cost), the cost of the inventory is its fair value at the date of

acquisition. Costs incurred in bringing each product to its present location and conditions are accounted for.

as follows:

i) Raw materials: purchase cost using the weighted average cost method.

ii) Finished goods and work in progress: cost of direct materials and labour and a proportion of

manufacturing overheads based on the normal operating capacity but excluding borrowing costs.

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

extent that a class of inventory is distributed or deployed at no charge or for a nominal charge, that class of

inventory is measured at the lower of cost and current replacement cost. Net realizable value is the estimated

selling price in the ordinary course of operations, less the estimated costs of completion and the estimated

costs necessary to make the sale, exchange, or distribution. Inventories are recognized as an expense when

deployed for utilization or consumption in the ordinary course of operations of the State Department for Roads.

k) Provisions

Provisions are recognized when the State Department for Roads has a present obligation (legal or constructive)

rs a result ofa past event, it is probable that an outflow ofresources embodying economic benefits or service

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

obligation. Where the State Department for Roads expects some or all of a provision to be reimbursed. for

example, under an insurance contract, the reimbursement is recognized as a separate asset only when the

reimbursement is virtually certain. The expense relating to any provision is presented in the statement of

financial performance net of any reimbursement.
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Notes to the Financial Statements (Continued)

Summary of Significant Accounting Policies (Continued)

l) Social Benefits

Social beneflts are cash transl'ers provided to i; specitic individuals and/or households that meet the eligibilitl

criteria. ii) mitigate the eifects olsocial risks and iii) Address the needs of society'. The State Department fbr

Roads recognizes a social benelit as an expcnse lor the social benetlts scheme while it recognizes a liability.

The liability tirr thc social beneflt schelre is measured at the best estimate ol the cost (thc social benetrt

payments) that thc Statc Department lbr Roads wil[ incur in lirltilling the present obligations represcntcd by

the liability.

m) Contingent liabilities

The State Depa(ment fbr Roads does not recognize a contingent liability but discloses details of any

contingencies in the notes to the llnancial statements unless the possibility of an or,rtl'low of resources

enrbody ing economic benef its or servicc potential is remote.

n) Contingent assets

The State Departnrent tbr Roads does not recognize a contingent asset but discloses details ofa possible asset

'nl hose cxistencc is contingerrt on the occurrellcrl or noll-occ rrrrence olone or more uncertain tirture er,ents not

u'holly within the control of the State Department tbr Roads in the notes to the financial statements. Contingent

assets are assessed continualll' to ensure that developments are appropriatell- retlected in the financial

statements. Ilit has become virtually certain tl.rat an intlow of economic benefits or service potential will arise

and the asset's value can be nreasured reliabll . the asset and tl.re related revenue are recognized in the financial

statenlents olthe period in u,hich the change occurs.

o) Nature and purpose of resen'es

The State Departnrent tbr Roads creates and nraintains reser\es in tenrrs ol specific rcquirements. The State

Departntent tbr Roacls state the reserves nraintained. and appropriate policies adopted.

p) Changes in accounting policies and estimates

The State Department for Roads recognizes the effects of changes in accounting policy retrospectively. The

eff-ects olchanges in accounting policy are applied prospectively ifretrospective application is impractical.
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Notes to the Financial Statements (Continued)

Summary of Significant Accounting Policies (Continued)

o) Employee benefits

--etirement benefi t plans

The State Department for Roads provides retirement benefits for its employees and directors. Defined

contribution plans are post-employment benefit plans under which the State Department for Roads pays fixed

contributions into a separate State Department for Roads (a fund) and will have no legal or constructive

obligation to pay further contributions ifthe fund does not hold sufficient assets to pay all employee benefits

relating to employee service in the current and prior periods. The contributions to fund obligations for the

payment of retirement benefits are charged against income in the year in which they become payable. Defined

benefit plans are post-employment benefit plans other than defined-contribution plans. The defined benefit

funds are actuarially valued tri-annually on the projected unit credit method basis. Deficits identified are

'ecovered through lump sum payments or increased future contributions on a proportional basis to all

participating employers. The contributions and lump sum payments reduce the post-employment benefit

obligation.

r) Foreign currency transactions

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

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

financial position reporting date by applying the exchange rate on that date. Exchange differences arising from

the settlement of creditors, or from the reporting of creditors at rates different from those at which they were

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

s) Borrowing costs

Borrowing costs are capitalized against qualifying assets as part of property. plant, and equipment.

Such borrowing costs are capitalized over the period during which the asset is being acquired or constmcted.

and borrowings have been incurred. Capitalization ceases when the construction of the asset is complete.

Further borrowing costs are charged to the statement of financial performance.

t) Related parties

The State Department for Roads regards a related party as a person or a State Department for Roads with the

ability to exert control individually or jointly or to exercise significant influence over the State Department for

Roads, or vice versa. Members of key management are regarded as related parties and comprise the directors,

the CEO and senior managers.
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Notes to the Financial Statements (Continued)

Summary of Significant Accounting Policics (Continued)

u) Sen'ice concession arrangements

l'he Statc Department fbr Roads analyses all aspects ol service concession arrangenlents that it enters in

detetmining thc appropriate accounting trcatlnL'r'rt and disclosure requirer.nents. Where a private party'

coutrihLrtes an asset to the arrangement. the State Departmt-'nt tbr Roads recognizes that asset when. and onll'

nhen. it controls or regulates the services the operator urr.rst pro" ide together with the asset. to lvhom it must

provide thcnr. and at whal price.

In the case of assets other thall 'whole-of-lif'e' assets. it controls. through ownership. beneflcial entitlement or

otherwise - any significant residual interest in the asset at the end of the arrangement. Any assets so recognized

are measured at their lair value. 'fo the extent that an asset has been recognized. the State Department fbr

Roads also recognizes a corresponding liability. ad.justed by' a casl.r consideration paid or received.

r ) Cash and cash equivalents

Cash and cash equi'"alents comprise cash on hancl and cash at the bank. sl.rort-term deposits on call and highll

liquid investntents with an original maturity of three nronths or less. which are readily convertible to known

arnoul.lts of cash and are subject to insignificant risk of changes in value. Bank account balances include

amotults held at the Central Bank of Kenya and at various commercial banks at the end olthe financial year.

u ; Biological Assets

All biological assets (including those acquired biological assets through a non-exchange transaction) are

ttteasured at fair value less costs to sell unless fair value cannot be measured reliably. Agricultural produci is

nteasured at fair value at the point ofharvest less costs to sell. Anl change in the fair value olbiological asset

during a period is reported in surplus or deficit.

x) Comparatives

In prcparing these financial statements thL' State Departlllent tbr Roads lras elected to apply paragraph 79 of

IPSAS 33. which allows for the election by ar.r State Department for Roads to preserlt one statement of tjnancial

pertbrmance. one statement of cash tlow', one statement of net assets and the statement of financial position

and an opening statement ol flnancial position as at the time ol tirst-time adoption of the accrual basis of

accounting.
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Notes to the Financial Statements (Continued)

Summary of Significant Accounting Policies (Continued)

Q. Signin"ant Judgments and Sources of Estimation Uncertainty

The preparation of the State Department for Roads's financial statements in conformity with IPSAS requires

management to make judgments, estimates and assumptions that affect the reported amounts of revenues,

expenses, assets and liabilities, and the disclosure ofcontingent liabilities, at the end ofthe reporting period.

However, uncertainty about these assumptions and estimates could result in outcomes that require material

adjustment to the carrying amount of the asset or liability affected in future periods. State all judgements,

estimates and assumptions made:

Estimates and assumptions

The key assumptions concerning the future and other key sources of estimation uncertainty at the reporting

.date, that have a significant risk of causing a material adjustment to the carrying amounts of assets and

liabilities within the next financial year, are described below. The State Department for Roads based its

assumptions and estimates on parameters available when the consolidated financial statements were prepared.

However, existing circumstances and assumptions about future developments may change due to market

changes or circumstances arising beyond the control of the State Department for Roads. Such changes are

reflected in the assumptions when they occur.

Useful lives and residual value

The useful lives and residual values ofassets are assessed using the following indicators to inform potential

future use and value from disposal:

a) The condition of the asset based on the assessment of experts employed by the State Department for

Roads.

b) The nature ofthe asset, its susceptibility and adaptability to changes in technology and processes.

c) The nature ofthe processes in which the asset is deployed.

d) Availability of funding to replace the asset.

e) Changes in the market in relation to the assets

Provisions

Provisions were raised and management determined an estimate based on the information available.

Additional disclosr-rre of these estimates of provisions is included in Note 40.

Provisions are measured at the management's best estimate of the expenditure required to settle the obligation

at the reporting date and are discounted to present value where the effect is material.

Z)

STATE. DEPARTMENT FOR ROADS
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Notes to the Financial Statements (Continued)

6. Transfers from the Exchequer

Amount

Nature of transfcr

to Statemcnt of
Fina n cial

perform ancc

Kshs

Recurrent

Deve lopment

Rec urrent

Der elopnrent

Total

Amount rccognized

to Statement of

under deferred
income

Kshs

Amount dcferred
under deferred

-l'otal transfcrs
I'criotl rnrlcd .lunc 2025

Kshs

r.3.13.883.065

64.023.295.918

Kshs

Scnding the
(i ran t/Transfi:r

Kshs

r.343.883.065I 343.88i.065

64.02i.1e5.918

Total 65,367,178,983

I

I

penormancc

Kshs

Kenva Roads Board 87.116.500.116

8. Transfers from Domestic and Foreign Partncrs

l)cscription

87.126.500.1 26

87,126,500,126Total 87,126,500,126

l'criod cntlctl J unc 2(125

Kshs

Proceeds fiom Domestic and Foreign Grants

Proceeds trom Foreign Borrowings 24.052.673.282

Total 2-1,710.'023,556

64.023.295.918

65,367,178,983

l)escription

7, Transfers from Othcr Gove rnment entities

l)criod cnded .lunc 2025

Kshs

65,367,178,983

Total transfers
Period cnded June 2025

657.350.274

l4
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Notes to the Financial Statements (Continued)

9. Tax Receipts

10. Miscellaneous income

Note: This is revenue collected by Materials. Testing and Research Division (MTRD) through its various

regional offices, Kenya Institute of Highways and Building Technology (KIHBT), Mechanical and Transport

Division, Engineers Board of Kenya (EBK) and Kenya Engineering Technology Registration Board (KeTRB).

ll. Employee Costs

Personal allowances - part ofsalary

Pension and other social securitv contributions

Tax on goods and services 670.797.728

Total 670,797,728

Administrative Fees and Charges collected as AIA t,023,774,851

Total 1,023,774,851

Basic salaries of permanent employees 837.788,5 r 6

Basic wages of temporary employees 2 r.81 1.s68

322.065,235

4.999.999

Gratuities due for the year 4.839.12s

Employee costs 1,191,504,441

25

Period cndcd Junc 2025

n)Descriptio
Kshs

Description Period endetl .lunc 2025

Kshs

Description Period ended Junc 2025

Kshs
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l)cscriltlion

- Kshs

LJ t ilit ies. su pp Iies and scrv ices 17.610.773

Contrn un ication. supplies and serl ices 1.405.240

[)onr cst ic travcl and subsislence 288.71 5.284

Printing. advertising. and infbrnration supplies & services 2.1.10.6i3
-[raining 

e\per]ses 9 r8.478.266

Flospitalitl supplies and serv ices 6.90.1.1 75

Insurartce costs 4.505.279

Spec ialized rnaterials and services 51.316.860

Office and general supplies and services 65.296.736

Fuel oil and luhricants

Routine rnaintenance - vehicles and other tl'anspon equipnretrt

Routine nrairrtenance - other assets 20.968.172

5e2.023.1 t8Other operati ng e\petlses

1.987.580,0r I

Notes to the Financial Statements (Continued)

12. Use of Goods and Services

r 2.270.304

5.944.861

Total

13. Transfers to Other Gove rnment Entitics

:

-

-
I

See Appendix V

I {. Dcpreciation and Amortization Expcnse

l'criod endetlI t

4.237.184

Tota! {,2-37,l8{

I
r

Iranstbrs to national govt entities- SAGAs & SC I 75.474.101.107

Total

26

l)rriod cndcd .lunc 2(125

l)escription l'eriod cndcd June 2025

Kshs

175,{7{,l0l,107

Kshs

Property. plant and equipment
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Notes to the Financial Statements (Continued)

15. Cash and Cash Equivalents

l5 (a) Detailed Analysis of the Cash and Cash Equivalents

16. Receivables from Exchange Transactions

Recurrent account 69,503,370 5 r ,3 83,996

Development account 28.663 7.1t1.727

Deposits account 107.556.51s 85,341,725

Total 177,088,547 143,837,448

Recurrent Account 1000209925 69,503,370 5 r,383,996

Development Accounts r 000209844 28.663 7 ,t 1t ,727

Deposits Accounts r 000212535 r 07.556.515 85,341,725

Total 177,088,547 113,837,448

Imprests and Advances 8.967

District Suspense 63.265

Total Receivables 72,232

27

Financial I nstitution

Period ended.Iune 2025ption Opening statement

l{ Julr' 202{

Kshs Kshs

Pe riod ended .lune 2025 Opening slatemenl
l" Ju11 202{

Account number Kshs Kshs

Kshs

Opening Statement

lr Julv 202{Periotl endcd June 2025Dcscription
Kshs
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12.5"1, 30"1Depreciation llate
KshsKshs KshsKshsCost

Opening llal as l'' July'202,1

t80.790.229149.940.56 r28.672.668 2.1 77.000Add ition s

r 80,790,229149,910,5(rl28,672,668 z,l1'7,1J00As At 30 .lune 2025

Depreciation Antl lmpairment
(r,237,r81)(65.r. | 00 )Depreciatiorr ( 1.584.084 )

(r,217, r 8{)As At 30 June 2025 (3,sn{,0n{) (653,r 00)

Net Book Values

Opening Bal as at l't July 202{

149,9{0,56 r t 76,553,046.A.s At 30tr'Junc, 2025 25,088,5tt5 l,52J,900

Notes to the Financial Statemcnts (Continued)

l7 Property, Plant, and Equipment

The statement does not contain comparativcs. as thc Statc Departnrent fbr Roacls has taken advantage ol'IPSAS 33 provisions olt prcselttation lbr

the first year of transition.

I28

Fu rniture antl Filtings Conrpule rs & l("[ Lquipnrr:nt Capital R'ork in px)grc\is -l'olal
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Notes to the Financial Statements (Continued)

l7 (a) Summary of details of Property, Plant, and Equipment

Property plant and Equipment includes the following assets that are fully depreciated

Valuation

Items of PPE are valued at Historical cost at the point of recognition in the financial statements.

Where historical cost is not available or the item has been acquired at, PPE has been valued at

the current operational value which is the amount the State Department for Roads would pay

for the remaining service potential of an asset at the measurement date.

18 Trade and Other Payables

Computers And Related Equipment 2.177,000 653.100 1,523.900

Office Equipment, Furniture, And Fittings 28,672.668 3,584,084 2s,088,s85

Work in progress 149.940.561 149.940.561

Total 180,790,229 4,237,194 176,553,046

Computers And Related Equipment 2.177,000 653.100

Office Equipment, Furniture, And Fittings 28.672.668 3.584.084

Total 30,849,669 4,237,194

Third-party payments 107,556.515 85.341,725

Other payables 321.232

Total trade and other payables 107,877,747 85,341,725

29

Accum ulaled
Depreciation ,\" BV

Kshs Kshs Kshs

Description
Cost or valuation

Normal rnnual
dcprecirtion

charye

Kshs Kshs

Description
Period ended June

2025

Opening Statement l'r
.lu11'202{

Kshs Ks hs
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Opcning balaucc lst .lu11 202-l t.791 .085 1.79 r .085

Addi tional pro'u'isions .1.839.125 .+.8t9.125

Prol'ision utilized

7,630,210 7,630,21 0Total provisions pcriod end

Current Provisions 4.8i9.125 4.839.125

Non-current Prov isions 2.791.085 2.79 r .085

Notcs to the Financial Statements (Continucd)

l9 I) rov is io ns

20 Cash Generated from Operations

Adjusted for:

Working capital ad.j ustments

(The total of this statement should tie to the cash tlow section on net cash tlows lrom/ used in

operations)

2l Related Party Disclosures

Natu re of related artl relationshins

Entities and other parties related to the State Department for Roads include those parties who

have ability to exercise control or exercise significant influence over its operating and financial

decisions. Related parties includc nrarlagemeut personnel. their associates and close tamily

members.

Government of Kenva

The Government ol Keny'a is the principal shareholder of the State Deparlrrrent for Roads.

holding 100% of the State Department fbr Roads equity interest. The Government of Kenya

has provided firll gr.rarantees to all long-term lenders of the State Department tbr Roads. both

domestic and external.

Surplus for thc period before tax 273,913,{01

Deprec iat io n 8"960. r69

Change in receivables 72.232

Change in payables 27.315.148

Net cash flor* from operating activities 3 10,320,950

i0

l)cscription
(l ratuitv l'ror isions 'l'otn 

I

Kshs Kshs

l)e riotl cndcd .lunc 2025

Kshs
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Other related parties include:

i) The Parent Ministry.

ii) County Govemments

iii) Other SCs and SAGAs

iv) Key management.

(l

t

3l
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Transactions rvith related partics

B) purchases from relatcd parties

Electricitl, purchases tl'om KPLC I1.056.010

Purchase ol'uater tiom govt service providers 5.554.762

17,610,772'Iotal

a) Grants /transfcrs from the governmcnt

Grants fionr rlational govt 65.367.1 78.983

Grants liorr Kenl'a Roads Board 71.797 .297 .854

Total 137,16J,{76,837

b) Key- managcmcnt com pcnsation

Compcnsation to kcy ntanagement 40.306.008

-10,306,008Total

Notes to the Financial Statements (Continucd)

):

FY 2021-2025

i

Kshs



Srarp DEPARTMENT FoR RoADS
Annual Report and Financial Statements for the year ended 30th June 2025

Notes to the Financial Statements (Continued)

22 Contingent Assets and Contingent Liabilities

Continsent Liabiliti es

There are no contingent liabilities during the year

23 Capital Commitments

(NB: Capital commitments are commitments to be carried out in the next financial year and are
disclosed in accordance with IPSAS 17. Capital commitments may be those that have been
authorised by the board but at the end of the year had not been contracted or those already
contracted for and ongoing)

24 Events after the Reporting Period

There were no material adjusting and non- adjusting events after the reporting period.

25 Ultimate And Holding State Department for Roads

The State Department for Roads ultimate parent is the Government of Kenya.

26 Currency

The financial statements are presented in Kenya Shillings (Kshs) and is rounded off to the

nearest shilling.

27 Ultimate And Holding State Department for Roads

The State Department for Roads ultimate parent is the Government of Kenya

28 Currency

The financial statements are presented in Kenya Shillings (Kshs) and is rounded off to the

nearest shilling.

Constrr"rction of hostels at Kenya Institute of Highways and

Building Technology 145,437 ,50s
Construction of classrooms at Kenya Institute of Highways
and Building Technology 1 84,010,0 r 0

Total 329,447,515

JJ

Capital Commitments FY 2021-2025

Kshs
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29. Appendices

Appendix l: lmplementation Status of Auditor-Gene ral's llecommendations
'l'he following is the sumrnary of issues raised by the cxtcrnal auclitor, arrd rnarragcnrclrt c()rlulcnts that were providecl to thc aLrclitor

681. Budgetary

Control and

Perform ance

The stateruent of conrparison o1'

budget and actual alnounts ref'lects

final rcceipt bLrdget and actual on

courparable basis ol' Kshs.

178,059,797,219 ancl Kshs.

145,017,934,102, rcspcctively

resulting in an under-lirncling ol'

Kshs.33,041,863,117 or l9%o of

the budget. Similarly. tlre State

Depaltnlerlt spent an anrount ol'

Kshs. 114,959,442,217 against

actual receipts ol' Kshs.

145,017,934,,102 resulting in

undcr-utilization ol' Kshs.

58,491,885.

' re under expcnditurc uucier the

rec[rrrent budgct nrainly relatecl

to niln-receipt ol'fucl levy lirnds

to the tllne of' Kshs 7 billion w ith

thc difl'erence bcing the

LrntLrnded net GOK exchecluer'

rccluests. Under thc De velopnretrt

bLrdget, the urrdc-r-expenditurc

mainly related to non-receipt ol'

developnrent budget net GOK

exclrequer arnounting to

Kshs.22,389,000,000 with the

cli ll'erence ol'

Kshs.3,055,352,959 bcing

unspent Deve lopnrent Partner

Not Resolved

Waiting tbr tlre invitation

to appear bcfilrc Public

Account Conrnrittee

34

FRcferencc No. on lssue / Obscn'ations front Managemcnt commcnts Status:
( llcsotvcd / Not

llcsolvcd)

-l'im cfra nr c

the crternal audit
Rcport

Auditor
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The under-funding and under-

utilization affected the planned

activities and may have impacted

negatively on service delivery to

the public.

component of the budget. The

non release of the net GOK

development budget exchequer

was caused by liquidity

challenges at the National

Treasury while the under

expenditure on the development

partner component was caused

by inability to commence some

Development Partner co

financed projects as planned

during budgeting phase.

As regards the underutilization of

Kshs.58,491,885 that had been

received, we would like to state

these were residual balances

rnainly pertaining to local AIA

35

Rcfcrence No. on

the crternal audit
Rcport

lssue / ()bscn'ations from
Auditor

Management c0mmcnts Sta tus:
(Resolr,cd / Not
licsolvcd )

Timcframc I
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raised tionr the' Materials

Division of thc Statc I)cpartnrcnt

tuncler the recurrent buclget. Most

of'thc receipts contributing 1o the

Kshs.58.49l .885 rvere rcce ivccl

latc in the ll narrc ial year when thc

procurenlent process hacl been

closcd and cxperrditurc against

thc approved hudget coulcl not be

dorrc.

Waiting fbl thc invitation

to appear be tbrc Public

Account Conurittee

683. Non-

Compliance with

One-Third llule

on Basic Salary

Rcvie w ol'the Commission's stalT

payroll rcvealed that for the twclve

( l2) nronth period therc werc onc

hundred and eleverr (lll)
enrployccs whose salary

deductions exceeded two-thirds

(2/3)ol'the basic salarics. l'his was

contrary to Section It)(31 of the

l-he auditor's observation is true.

'['he manageurcr-rt wishcs to state

that the affbctcd ernployees was

due to the tbllowing rcasons

l .'['ax relief' durirrg Covid- l9

pandenric issued by Covcrnnrent

lbr both private and public

Not Resolved

36

Rcfcrence No. on

thc crlernal rturlit
Rcport

lssue / ()bscn'ations t'ro nr

Auditor
Manage me nt conrm(!rls Status:

( llesolvcd / Not

Itcsoh cd)

'f inr cfram c
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Employment Act, 2007 which

states inter alia the total amount of

all deductions which under the

provisions of subsection (l), may

be made by an employer from the

wages of his employee at any one

time shall not exceed two-thirds of

such wages.

In the circumstances, Management

was in breach of the law.

sectors hence the affected

employees took long ternl

obligations thus affecting a third

rule.

2. The implementation of the

finance bills 2023 which

ir.rtroduced housing levy, NSSF,

thus affecting a third rule.

3. Other instances are officers

who retired in the middle of the

month hence the net pay reduced

and affected the one third rule of

basic pay.

Eng. Josep ugua, CBS

)t

Refercnce No. on Issue / Obscn.ations from
the erternal audit Auditor
Rcport

Management comments Sta t us:

(Rcsolvcd / Not
Rcso lved )

'f imcframe
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Accounting Officer

Appendix ll: Projects implemented by the State l)epartmcnt for lloads

Yes No
7.5 ycars 1 l8tr'
Decenrber ?01 8

to 30'l'Jrurc. 2025
4-844.463-0006768-KE Worlcl BankHorn of Afiica Gateway

Developrrrent I)roject

r.086. r68.320 Ycs No63i4-KE World [lank
7.5ycars(l8tl'
Decernber 201 8

to 30'l'June- 2025

East Atiica Skills lbr
'fransfornration and
Regional Integration Project

Yes No
Eastern Atiica ll.egional
Transport. Trade and
Developr.nent Pro ject

5638-KE World Bank
9.5 ycars ( l2tl'
.lune20I5to3l't
December.2024

2.315.91 1.602

l8

I

l'roject title l'rojcct Number l)onor l'eriod/ duration
l)onor
conrmitment

Scparate donor
reporting
rcquircd as per
thc donor
rgreemenl
(Ycs/l.{o)

( onsolidated
in t ht'sc
linancial
statcnrents
(\ cs/\o)
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Appendix III: Fixed Asset Register \

Office equipment, furniture and fittings 28,672,668 28,672,668

ICT Equipment 2,17'7,000 2,177,000

Work in Progress 149,940,56t t49.940.561

Total 180,790,229 180,790,229

39

Assel class

Historical Cost
blJ

(Kshs)
l'rcvious Ycar

Additions
during the

year
(Kshs)

l)isposals during
the vca r
(Kshs

Transfers
itt/(out) during

the year

Historical Cost c/f
(Kshs)

Currcnt Year
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Appendix lV: Transfers from Other Government Iintities

a) Receipts from Kenya Roads Board

207.429.142.00207.429.142.00Rcc rrrrcnl t:t'242t 5HC3QC2-Aug-24
6.10.3 r 3.036.00t,l'242i52938W 640.3 r 3.036.0022-Aue-24 llec urrcnt

461.760.227.00464.760.227.00Rec rrrrcrrt I''f24268S9YT024-Sep-24
r9i.809.972.00193.809.972.00Recurrent l;'t'2501 5s4l2vl5-Jan-25

I .9 r 2.604.000.00Ir125066.tHt-QY r .912.604.000.007-Mar-25 Rectrrrent

148.662.127.00r48.662. r 27.00Rec trrrent rrr25085w2MQD26-Mar-25
3.53i.s66.172.00Recurrent I:t 25128C9XR4 3.53i.566. t 72.008-May-25
3.68r.774.l s0.00Recurrcnl l:l'15l69l:[:{lB3 3.682.774.1 50.00
2.329. r85.267.00[l'25 t752WW8M 2.329.185.267.0024-Jun-25 Rectrrrent

4 r 5.000.000.004 r 5.000.000.00Recurrcnt l:'l'2519(rI I KK Il5-Jul-25
292.s70.858.00292.570.858.00I -Aug-24 Rectrrrent t:1-24214XK209

8.61 _s.103.156.00Recrrrrent t:'|24261Gt_l DG 8.6 r 5.103.156.00l7-Sep-24
3.0i 0.842.434.003.0i0.842.4-'i4.00l8-Oct-24 Rectrrrent IIt'24292SYPY7
1.609.855.450.00I4-Nov-24 I{ccurrcnt Ft'243t96lCCL r .609.855.450.00

4.53 5.783.062.00 4.53 5.783.062.0020-Nov-24 Rcctrrrent If't'243255QW1K
4.2 52.i68,6 1 0.00Recurrent r,'l'24340SMC8Q 4.252.368.6 r 0.005-Dec-24
7.859.239.61 5.00I I -Feb-25 Recurrcnt r.-1'250423N l6V 7.859.239.61 5.00

3.007 .770.796.00I{ecurrcnt l.'t'25084.r9T9R 3.t)07.770.796.0025-Mar-25
| .384.191.253.00l0-Apr-25 Reculrcrrt I;t 25l006KGVB l.i84. r 91.253.00

I .4 t 0.297.546.0020-May-25 Rec uuent I:'t25t4025tY5 I .4 I 0.297.546.00

I .9.17.876.914.00Recurrent lJl 25140t)4v2M I .947.876.914.0020-May-25
4.8s6.627.40 r .0030-Jun-25 Recurrcnt trl'2518t DNHWC 4.856.627.40 t .00 ?

I

40

l)utc rcccivcd as
pcr bank statcmcnl

Nature:
Recu rrcn t/l)cvelopm en t/
0thcrs Reli'rcnce Amount - KE,S

Tot:rl ,\nrount -

Kl'ls
'l'otnl Rcccipts

during lhc Ycar

l8-Jun-25
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Sub-Total - RMLF Recurrent 56,330,63 I ,l 99.00 56,330,631,188.00
17-Oct-23 Development FT24292BMVBI 52s.000.000.00 s25.000.000.00
24-Jan-24 FT25O42ZHZ5O 525,000,000.00 525,000,000.00
5-Apr-24 Development FT25l0000FY7 52s,000,000.00 s25,000.000.00
4-Jun-24 Development FT25I89FHMHX 525,000,000.00 52s,000,000.00
Sub-Total - RMLF Develo pment 2,100,000,000.00 2,100,000,000.00
l3-Mav-25 Developnrent (Annuitv) FT25I338FXLC J 247.068,607.00 3,247 068,607.00
30-Jun-25 Development (Annuitv) FT25I8IHHFGK 4.,599.718,216.00 4,599,778 16.00
3-Jul-25 Developn.rent (Annuitv) FT25184WNtMX 2,480,228,7 56.00 2 480 228,7s6.00
3-Jul-25 Development (Annuity) FT25184MZNY9 3,039,s91 ,087.00 3,039,s91 087.00
Sub-Total - RMLF Annui ty 13,366,666,666.00 13,366,666,666.00
Total 71J97,297,954.00 71,197,297,85,1.00

\

b Recei ts from the Exche uer

1 Development - Net Gok 61.249.283.121 61.249,196,150 86.971

) Development - Donor Revenue 2,990,000,000 2,774.099,768 215,900.232

J Recurrent I ,379. t 40.931 r.343,883,065 35,257,866

Total 65,618,424,052 65,367,179,993 251,245,069

4t

S/No. Dis bu rscnr cntI}udgctlca tcgorl' llalance
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Appendix V: Transfers to ()ther Government lintities

55,356,729,82420.347.305.041:t5.009-424-783I Kenya Rural Roacls Authority

19,027,16{,09{26.7 13.217 ,68822.i 13.946.40(rKenya National tlighways Authoritl'2

9.270.108.457 I 5,477,I 50,.17{6.207.04?.017J Kenya Urban Roads Authority

46.800.000 186,800,000t40.000.0004 llngine crs Board ol' Kcnya

77,800,00040.000.000 :r7.800.0005
Kenya Engineering 1'echnology Registration

Board

I 20,I 25,6{{,39263,710,{13,206 56,-1 1 5,23 1 ,1 86Total

?
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