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KEY ENTITY INFORMATION AND MANAGEMENT

a) Background Information
The Public Procurement Regulatory Authority (PPRA) is established under Section 8
(1) of the Public Procurement and Asset Disposal Act, 2015 (hereafter referred to as
the Act). The Authority has a mandate to among other functions; monitor, assess and
review the Public Procurement and Asset Disposal system to ensure they respect the
National Values and other provisions including Article 227 of the Constitution of
Kenya 2O1O.

bf Principal Activities
The principal activities/mandate of the Authority as spelt out under Section 9 of the
Public Procurement and Asset Disposal Act 2015 are to:

(a) Monitor, assess and review the public procurement and asset disposal system
to ensure that they respect the national values and other provisions of the
Constitution, including Article 227 and make recommendations for
improvements;

(b) Monitor the public procurement system and report on the overall functioning of
it and present to the Cabinet Secretar5r and the count5r executive member for
finance in each countSr, such other reports and recorunendations for
improvements;

(c) Enforce any standards developed under the Act;
(d) Monitor classified procurement information, including that of specific items of

security organs and making recommendations to the Cabinet Secretary;
(e) Monitor the implementation of the preference and reservation schemes by

procuring entities;
(f) Prepare, issue and publish standard public procurement and asset disposal

documents and formats to be used by public entities and other stakeholders;
(g) Provide advice and technical support upon request;
(h) Investigate and act on complaints received on procurement and asset disposal

proceedings from procuring entities, tenderers, contractors or the general
public that are not subject of administrative review;

(il Research on the public procurement and asset disposal system and any
developments arising from the same;

fi) Advise the Cabinet Secretar;r on the setting of standards including
international pubiic procurement and asset disposal standards;
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KEY ENTITY INFORMATION AND MANAGEMENT CONTINUED
(k) Develop and manage the State porta-l on procLrrement and asset disposal and

ensure that it is available and easily accessible;
(1) Monitor and evaluate the preference and reservations provided for under the

Act and provide quarterly reports;
(m) Create a centra-l repository or database that includes-

i. Compiaints made on procuring entities;
ii. Record of those prohibited from participating in tenders or those

debarred;
iii. Market prices of goods, services and works;
iv. Benchmarked prices;
v. State organs and public entities that are non-compiiant with procurement

laws;
vi. Statistics related to public procurement and asset disposal;
vii. Price comparisons for goods, services and works; and
viii. Any information rela.ted to procurement that may be necessary for the

public
(n) Inform as appiicable, the Cabinet Secretary, Parliament, the reievant County

Executive member for finance, the relevant County Assembly or Auditor-
General on issues on non- compliance with procurement laws once the relevant
State organ or public entity ignores the written directives of the Authority,
including materia-l breaches of the measures established under the Act;

(o) Generally report to Parliament and the relevant county assembly;
(p) Develop a code of ethics to guide procuring entities and winning bidders when

undertaking public procurement and disposal with State organs and public
entities;

(q) In undertaking its functions, co-operate with state and non-state actors with a
view to obtaining recommendations on how public procurement and disposal
can be improved;

(r) Ensure the procurement entities implement the preference and reservations
and provide data to the Authority disaggregated to indicate the number of
disadvantaged groups that have benefitted;

(s) Perform such other functions and duties as are provided for under the Act and
any other relevant law.
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KEY ENTITY INFORMATION AND MANAGEMENT CONTINUED

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

. The Public Procurement Reguiatory Board
o Director General
o Management

d! Fiduciary Management
The key management personnel who held office during the financial year ended
30th June 2017 and who had direct fiduciary responsibility were:

No Designation
Director General
General Manager, Technical Services
General Manager, Finance & Admin
Corporation Secretary and Head of
Legal & Corporate Affairs
Manager, Finance
Head of Procurement

Name
M.J.O Juma, MBS
Jane W. Njoroge (Mrs)
Rose M. Nyamweya (Mrs)
Lucy J.Barno

Chris Sakwa
Maximus K. Siwa

1

2
3
4

5
6

ef Fiduciary Oversight Arrangements
The operations of the Authority are guided by the Public Procurement and Asset
Disposal Act 2015, Public Finance Management Act 2012, relevant Acts of
Parliament and Regulations and the Mwongozo code of governance.

Key fiduciar5r arrangements covering the Authority inciude
- The Public Procurement Regulatory Board activities
- Audit and finance committee activities
- Parliamentarycommitteeactivities
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KEY ENTITY INFORMATION AI{D MANAGEMENT CONTINT'ED

0 Entity Headquarters
P.O. Box 58535-00200
National Bank Building, 11th Floor
Harambee Avenue
Nairobi, Kenya

g) Entity Contacts
Tel: +254 20 3244OOO
Email: inf@ppra. eo. ke,
Website: www.ppra. go.ke

hf Entity Bankers
National Bank of Kenya
Harambee Avenue Branch
P.O. Box 41862-0020A
Nairobi, Kenya

i) IndependentAuditors
Auditor General
Office of Auditor General
Anniversary Towers, University way
P.O. Box 30084 - 0O10O
Nairobi, Kenya

jl Principal Legal Adviser
The Attorney Generai
State Law Office
Harambee Avenue
P.O. Box 4oll2 - 00100
Nairobi, Kenya

il
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THE BOARD OF DIRECTORS

THE PUBLIC PROCUREMENT REGULATORY BOARD
The Public Procurement Regulatory Board is the management Board of the Public
Procurement Regulatory Authority. It is established under section 1O(1) of the Act, its
main responsibility being oversight of management, operations and activities of the
Authority.

The term of its predecessor (the Public Procurement Oversight Advisory Board) ended
on 25th September 2015 and a new Board has not been appointed since.

THE PUBLIC PROCUREMENT ADMINISTRATIVE REVIEW BOARD

Mr. Paul Gicheru: Chairperson
Mr. Gicheru is an advocate of the High Court of Kenya and
has been in practicing law for more than 18 years. He is
also a Commissioner of Oaths and a Notary Fublic. He is
the proprietor of M/s Gicheru and Company Advocates
and was previously an Associate at M/s Kalya and
Company Advocates.

He holds a Bachelor of Law (LLB) degree from the
University of Nairobi and a Post Graduate Diploma from
the Kenya School of Law.

Mr. Nelson K. Orgut: Member
Nelson Orgut has vast experience in the tea industry
spanning 42 years. He is an independent Director of
Cianda Holdings Ltd and Ngorongo Tea Factory Ltd,
Kiambu.

He has served both as an Executive and a Director of the
James Finlay Ltd. He retired as the Operations Director.
He was aiso the Chairman of the East African Tea Trade
Association (EATTA) Committee in Mombasa.

7



THE PUBLIC PROCUREMENT ADMINISTRATIVE REVIEW BOARD CONT'D

Mr. Peter B. Ondieki, MBS: Member
Peter Ondieki has a distinguished public service career
spanning over 36 years in economic planning and
management. He has served in senior management
positions as:- Director of Programs, Relief and
Rehabilitation Department-Office of the President;
Secretary, Poverty Eradication Commission-Office of the
President; Director, Monitoring and Evaluation
Department-Ministry of Planning and National
Development; and Inspector General, Inspectorate of State
Corporations - Office of the President.

Mr. Paul Ngotho: Member
Paul Ngotho is the proprietor of Ngotho Property
Consultants Ltd. He is an arbitrator, adjudicator,
registered valuer & estate agcnt. He has previously worked
at Stapleton Long, Chartered Surveyors, London where he
held the position of Vaiuation Surveyor and Property
Manager; and as the Property Manager at Arab
Investments Ltd, London.

He holds a BA (Land Economics) and is a Fellow at the
Chartered Institute of Arbitrators' (FCIArb, UK) and
institute of Surveyors of l(enya (FISK). He is also a member

of the Royal Institute of Chartered Surveyors (MRICS, UK)

Eng. Weche R. Okubo, OGW: Member
Eng Weche Okubo was a career civil servant with 35 years
experience in public service. He started working at the level of
Asst. Engineer and retired as Chief Electrical and Mechanical
Engineer (Building Services). Eng Okubo is a council member
of thc Institute of Engineers of Itenya (IEI(). He is also a Board
member of the Bible Society of Kenya.

He holds Bsc (Mechanical Engineering); Post Grad Dip (Environmental Engineering);
FItrK; R.Cons.Eng; PE,CEng and MCIBStr.
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Mrs. Josephine W. Mong'are: Member
Mrs. Josephine W. Mong'are is an advocate of the High
Court of Kenya with 25 years post admission qualifications.
She is currently in private practice (M/s Wambua, Mbindyo
& Makau Advocates). She has previously worked with the
Anti Corruption Commission (Now EACC) and has aiso
served in various Boards including: Nairobi Water and
Sewerage Company, the National Council for
Administration of Justice (NCAJ), Law Society of Kenya
(LSK-CCLE). She is the current Chairperson of the
Federation of Women Lawyers (FIDA- Kenya).

t
She holds; Masters of Law (LLM), Bachelor of Law (LLB) as well as a post graduate
diploma in Legal Studies/Practice.

Mrs Gilda A. Odera: Member
Mrs Gilda Odera has 26 years work experience 11 years of
which were in the Marketing Services sector and 15 years
in the ICT sector. She is the founder and Managing
Director of Skyweb Technologies Ltd and Slqrweb -Evans
Company Ltd. Gilda is a leading pioneer in the Business
Process Outsourcing industry and is currently providing
advisory services on the same.

She serves and has served on several boards in various capacities including Board
Member NHIF where she is the Chairperson of the Executive Committee, Board
Member of Federation of Kenya Employers, Council Member Kirinyaga University
College, Vice Chair ICT Sector Board - KEPSA, Board Member TESPOK, Chairperson
Kenya Business Process Outsourcing Association, Chairperson IT Enabled Services
Advisory Group, Board Member Computer Society of Kenya, Council Member
Marketing Society of Kenya, President Rotary Club of Milimani.

She is currently a PhD student in Public Policy Management and Leadership and
holds an MA in Leading Innovation and Change and a BA in Sociolory.

9



THE PUBLIC PROCUREMENT ADMINISTRATIVE REVIEW BOARD CONT'D

Mr. Hussein Were: Member
Hussein Were has over 26 years' experience in quantity
surveying and projcct management. He also has 8 years
experience in the field of governance and forensic
ir-rvestigation. Mr. Were is the Honorary Treasurer and
membcr of Governing Council of the Architectural
Association of Kenya; as well as Principal Partner and
founder of Fanisi Consultants, a quantity surveying and
project management firm.--,\

He holds an MA (Buildir-rg Managcment) and a BA (Building Economics) from the
University of Nairobi.

Mrs Rosemary K. Gituma: Member
Rosemary Gituma has over 2O years top management
experiencc in accountir-rg & financial management,
administration, supply chain, strategy, governance
and internal audit in both public and private sectors.
Since 2000 she has been working with East Africa
Portland Cement Company (EAPCC) LTD in various
capacitics as Internal Audit Manager, Finance
Manager, Ag Head of Financial Management, Board
Director-EAPCC Uganda and Trustec &Trust
Secretary- EAPCC Staff Retirement Bcnefits Scheme.

Previously she worked u,ith Numerical Machining Complex (Finance & Administration
Manager), Nairobi Bottlers (Trceesury & Operations Accountant), Care itenya
(Accountant Consr-rltant) and I(enya Airu:ays (Management Trainee/Budget
Accountant). Shc has served as Council Member & Vice- Chair, ICPAI(. She is a

member of Institute of Directors (Kenya), ISACA and AWAI(.

She is a Certified Public Acconntant (CPAI() and hoids an MBA (Accounting &
Finance), B.Com Degree (Accounting Option), Advanced Management Program (AMP)

diploma, Executive Education-Strategy, aurarded Corporate Governance Certificate
and she is a PhD Studcnt.

10
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l' MANAGEMENT TEAM
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Mr. M. J.O.Juma, MBS
Director General

MSc (Proc& Logistics) -UK, MBA,
B.Com, CIPS, MCIPS, MKISM

I
t

Mrs Jane W. Njoroge
G M (Technical Services)
MBA, B.Com, CIPS, MCIPS, MKISM

Lucy J. Barno
Corporation Secretary, Head of legal
& Corporate Services
LLM (Candidatel, LLB, Dip (Law),
CPS (Kl, Advocate of the High Court

Mrs Rose M. Nyamweya
GM(Finance&Adminf
PhD(ongoing), MBA,Bcom,CPA(K),CPS{K)

Henock Kirungu
Manager, ARB Secretariat
BA, B.Com, CIPS, PGD(Purchasing
& Supplies), PGD (Computer Sci)
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MANAGEMENT TEAM CONTINUED

Peter K Ndung'u
Manager, MERRAS
MA (Econ), BA (Econ|, CIPS
Dip (Purchasing & Supplies)-UK

James K. Kihara
Manager, HR & Admin
MBA, BA, MCIPS

Pauline O Opiyo
Manager, Compliance
MSc (Proc& Logistics), BA, CIPS
GDip (Purchasing & Supply mgt)

Julius G. Mungai
Manager, Internal Audit
MBA, MA, BA, CPA (Kl, CPS (K), CISA

Chris Sakwa
Manager, Finance
MBA, BBM, CPA (K}

t
T

I
I
I

I
I

.7

J.

t
I
t

Thomas O. Otieno
Manager, CIE
MSc (Proc& Logistics), 8.A,,

Dip (Purchasing & Supply mgt)
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REPORT OF THE CHIEF EXECUTIVE OFFICER
The public procurement and asset disposal system in Kenya has over the years been
undergoing continous transformation through the Government's efforts to ensure it is
in tandem with emerging issues in procurement, technological changes and best
practice with the overall objective of quality service delivery, prudent management
and curtailing wastage of public resources.

In this regard, a well functioning pubiic procurement system requires supportive
legislative framework, strong institutional capacity: and eflicient and effective
procurement processes that will ensure that all public procurement activities uphold
the principles of transparency, accountability, integrity, openness, fairness,
competition and value for money.

Legal framework
The enactment of the Fublic Procurement and Asset Disposal Act 2O15 marked a
major step in furtherance of reforms in the public procurement sector. The new legal
framework seeks to ciose gaps and adddress challenges identified in implementation
of the Public Procurement and Disposal Act 2005 and its attendant Regulations;
strengthen key institutions in the ptrblic procurement sector; and to embrace
innovation and the use of technologr to enhance efficiency, transparency and value
for money in public procurement and asset disposal.

As the regulator of the public procurement and asset disposal system, PPRA is
committed to deliver on its mandate in collaboration with all stakeholders to ensure
the country has the public procurement system envisaged under Article 227 of the
Constitution of Kenya and that the system facilitates attainment of national goals
and values.

Monitoring compliance
Compliance monitoring reviews have continued to ensure va-lue for money is achieved
by a public procurement system that pay attention to economy and efficiency. A
strategic outcome of compliance has allowed stakeholders to understand and monitor
how public funds are spent through public procurement.
During the period in review, the Authority monitored compliance through
procurement assessments, reviews, contract audits, complaints management,
investigations and review of mandatory reports submitted by Procuring Entities.

The Authorit5r's efforts in monitoring the implementation of public procurement laws
and procedures have contributed largely in enhancing public confidence in the
system as well as decrease violation of the procurement law by procuring entities.

t3
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Research
PPRA undertakes research on topical issues in public procurement. Findings of the
studies inform policy decisions in public procurement and give proposals on how to
improve the performance and functioning of the public procurement system.

Based on its own findings during monitoring of the performance of the public
procurement and asset disposal system and stakeholder feedback, challenges were
noted in implementation of the preference and reservation scheme. The scheme is a
noble programme that will greatly contribute to the socio-economic development of
the country through economic empowerment of small and micro enterprises owned
by youth, women and persons with disability. Empowering this target group has a
multiplier effect of improving livelihoods, creating jobs and contributing to economic
development of the nation.

It is in view of the many benefits that full implementation of this programme will bear
and the current low uptake that the Authority commissioned a study to understand
reasons for the low uptake. The study is being undertaken by the Kenya Institute of
Public Policy and Research Analysis.

The Authority has also finaJized the terms of reference for a assessment of the
Country Procurement System. The study aims at assessing the Procurement and
Asset Disposal System in Kenya using the Joint Venture Procurement Methodologr
Version 4. The results of the assessment will be used to support the preparation of
studies and strategies needed to deepen the reforms aimed at upgrading the Kenyan
public procurement system, institutions, procedures and capacities.

Regional Partnerships
in the spirit of the East Africa Community (EAC), PPRA works closely with other
public procurement reguiators within the East African region to harmonize public
procurement standards and practises within the region and share experiences. One

of the ways that the Authority collaboration with public procurement regulatory
bodies of EAC member states is through the East African Public Procurement Forum
(EAPPF).

The EAPPF is an annuai forum organized by the respective public procurement
regulatory bodies drawn from the East Africa Community member states. The
participants are drawn from public sector, private sector, professional organizations,
civil society and training institutions. The objective of the forum is to serve as a
forum that helps participants learn and benchmark with each other on their
respective public procurement systems including policies and enforcement measures.
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Decentralization
PPRA has embarked on devolution of its services by opening regional offices. This
initiative will ensure citizens have reasonable access to its services in all parts of the
Republic as envisaged under article 6(3) of the Constitution of Kenya 201O and
section 8(3) of the PPADA 2015. The Authority so far has two operational regional
offices in Mombasa and Kisumu. Office space has been identified for an additional
two offices in Eldoret and Nyeri whose operations are expected to -start in the first
half of FY 2O1812OI9. This will bring the Authority's operational regional offices to
four and ease access to PPRA services.

With support from the Nationa-l Government, PPRA intends to establish a total of ntne
regionai offices over the next three financial years.

Future
With support from stakeholders and full implementation of the new legal
dispensation, the Authority's envisions a robust public procurement system that will
both serye the needs and expectations of Kenyans and contribute towards realization
of Vision 2O3O.

Appreciation

The aforementioned would not have been realised without the support of staff,
government and stakeholders. I therefore take this opportunity to express my
heartfelt appreciation to the Government of Kenya, procuring entities, suppliers and
contractors and the public at large for their support in enabiing the Authority carry
out its mandate. Many thanks to PPRA. staff for their support and dedication despite
the notable challenge of acute staff shortage during the year.

M.J.O JUMA, MBS
DIRECTOR GENERAL
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CORPORATE GOVERNANCE STATEMENT

The Management of the Public Procurement Regulatory Authority is committed to
maintaining the highest standards of corporate governance. This statement describes
PPRA's governance principles and practices.

The operations of the Authority is guided by the Public Procurement and Asset '

Oispoial Act and other relevant Acts of Parliament and Regulations. The Authority
has also adopted and continues to be guided by the Mwongozo code of governance in
its operations.

Section 10(1) of the Act establishes the Public Procurement Regulatory which is the
Authority's Board of Management. its main responsibility is oversight of
management, operations and activities of the Authority.

The Role of the Public Procurement Regulatory Board
The Regulatory Board of PPRA is responsible for the long-term sustainability and
success of the Authority. Its role is essentially three fold:

i. To provide strategic leadership,
ii. To oversee management and
iii. To ensure that the Authority provides its stakeholders with a balanced and

understandable assessment of its current position and prospects.

specific functions of the Advisory Board are:
To ensure proper and efficient performance of the functions of the Authority;
To approve and ratify the policies of tlre Authority;
To oversee the management, control and administration of the assets of the
Authority in a manner and for purposes that promote the object and purpose of
the Authority;
To receive any gifts, grants, donations or endowments made to the Authority;
To determine the provisions to be made for capital and recurrent expenditure

and for the reserves of the Authority;
To open bank accounts for the funds of the Authority in accordance with the
Public Finance Management Act 2072;
Subject to the approval of the Cabinet Secretary, invest any of the Authority's
funds not immediately required for the purposes of this Act, as it may
determine; and li

viii. Co-operate with other organizations undertaking functions similar to its owrl, ll
whether within or outside Kenya as it may consider appropriate and in
furtherance of the functions of the Authority;

il
The Regulatory Board's leadership responsibiiities involve working together with
management to set Corporate values and to deveiop strategr; including which risks it 

iL

is prepared to take in pursuing its strategic objectives. its oversight responsibilities fr

involve providing constructive challenge to the management team in relation to

The
i.
ii.
iii.

iv.
V.

vi.

vii.
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operational aspects of the Authority's business, including approva-l of budgets and
probing whether risk management and internal controls are sound. It has the
responsibility of ensuring that timely and understandable information is provided to
stakeholders.

The Authoritg did not haae in place a Regulatory Board during the Jinancial
gear ended. SAh June 2078. The Authoritg alwags consulted the National
Treasury (parent rninistry) for guidance on tnatters requiring Boqrd
indulgence.

Sustainability
The Authority contjnues to be fully supported through Exchequer grants.
Management confirms that with the support from the Government, the Authority will
continue in business for ttre foreseeable future. For this reason, the Authority
continues to ad.opt the going concern basis when preparing financia-l statements.

Risk Management and Internal Control
The Board put in place a comprehensive risk management framework which
identifies and manages risk. The Authority continues to be guided by this risk
management framework in its daily operations. The following were identified as the
five key risks facing the organizatton:-

a) Compliance monitoring risk
b) Inadequate funding
c) Reputational risk
d) Litigation risks
e) Occupationa-l, safet5r, health and environmenta-l risks

The Audit, Risk and Govei'nance Committee of the Board regularly reviews the
effectiveness of the internal control system. The Manager, Internal Audit functionally
reports to the Audit Committee and serves as its Secretar5r.

Legal Challenges
The Authority faced no legal challenges related to its operations during the period under
review.

PPRA Internal Procurement Policy
The Board approved the PPRA Procurement Policy and Procedures manual in September
2015. The policy aims to entrench best practice in the Authority's internal procurement
system, improve efficiency, ensure compliance to the procurement law, enhance internal
quality service delivery and make the Authorit5r's procurement function a centre of
excellence which other institutions can emulate.

The manual was developed through a participatory process and staff are required to
understanding the policies and procedures. Decisions made by stalf shall be the interest
of PPRA.
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Top Ten Contracts

The Authority's procurement budget for the year under review was Ksh 60,203,300

The top ten procurement contracts awarded during the year are:
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FIRM Goods/Senrice Description Amount
(KES}

i Spa Infosuv Consultancy for Country
Procurement Assessment Service

16,285,O00

2 Britam Insurance Co Provision of Medical Cover 11,576,934
3 Techsource Point Supply of Virtualized server

infrastructure & Data Backup
Solution

9,236,O00

4 Hill & Knowlton
Strategies

Provision of Public Relations
Consultancy Services

6,67O,OOO

5 Uniglobe Northline
Travel

Provision of Air Travel Ticketing
Services

4,OOO,O0O

6 Jubilee Insurance
Co

Provision of General Insurance 2,L66,789

7 Soft Technologies Provision of Cloud e-board 1.832.800
8 Super Broom Provision of Cleaning Services 1.722,673
9 ICEA Insurance Co Provision of Motor Vehicle Insurance t.6t3.76L
10 UAP Insurance Co Provision of Group Life Cover 1,354,959
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MANAGEMENT DISCUSSION AND ANALYSIS
The Authority worked closely with all stakeholders to ensure smooth implementation
of the Public Procurement and Asset Disposal Act 2015 and address challenges
encountered in the first year of implementation. Initiatives taken to ensure this
include collaboration with National Treasury in capacity building of procurement
professionals in the public sector, review and alignment of standard tender
documents and reporting templates to the new public procurement and asset
disposal legai dispensation.

a) Operational and Financial Performance
Major achievements realized during the period under review are:

i. Compliance monitoring of the public procurement and asset disposai system
through conducting of procurement assessments, procurement review, contract
audits, inspections and follow-ups to ensure compliance with the lega1

framework governing public procurement and asset disposai.
ii. Operationa-l PPRA Regional Offices in Kisumu and Mombasa to ease access to

the Authorifiz's services.
iii. Development and validation of the code of Ethics for suppliers
iv. Conduct of research on topical issues in public procurement in collaboration

with the Kenya Institute of Public Policy, Research and Analysis (KJPPRA).

v. Initiation of a consultancy to review the Country Public Procurement and Asset
Disposal system

vi. Prepared and submitted statutory reports to Parliament and CS, National
vii. Treasury.
viii. Prepared Market Price Indices which provide indicative market prices of

common user items to guide procuring entities when undertaking
procurement.

ix. Building internal capacity of Authority through staff training
x. Initiated rebranding exercise and successfully concluded the first phase which

involved brand audit, defining the new brand and developing rebranding
strategies.

xi. PPRA offered secretariat services and budgetary support to the Public
Procurement Administrative Review Board.

bl Challenges
The Authority is currently faced with three major challenges

i. Lack of a Regulatory Board: The Authority does not have a Regulatory Board
in place. The term of its predecessor (the Public Procurement Oversight
Advisory Board) ended on 25n September 2015 and no Board has since been
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appointed. This has impeded making of decisions on policy and strategic issues
that require Board approval.

ii. Staffing levels: The expanded mandate calls for an increase in the number of
personnel invoived in its implementation. To address the staffing challenge the
Authority needs funding for the additional employees and a Regulatory Board
to approve the new jobs necessitated by new mandates and increase of staff
complement for understaffed functions.

iii. F'unding: The Authority relies heavily on Government funding as it offers its
services to the public and procuring entities free of charge. Current budgetary
support from the Government is not adequate to meet the Authorit5r's resource
requirements.

c) Risk Management
Risk management is an integral part of the Authority's Strategic management. Risk is
the potentiality that expected and unexpected events may have an adverse impact on
the achievement of the Authority's objectives. Risk management aims at identifying,
measuring and mitigating various risks that are intrinsic as well as extrinsic.

Key risks facing the Authority
The key risks facing the Authority and the mitigation measures being implemented
include;

i. Compliance monitoring risk: While undertaking its mandate of monitoring
the public procurement system and reporting on its overall functioning, the
Authority has been challenged in so far as establishing the compiiance levels is
concerned. The mitigation measures for compliance audit risk being explored
include acquisition of supervisory rights to Procure to Pay (P2P) module of
IFMIS; strengthening the capacity of technical functions; collaborations with
other law enforcement agencies; benchmarking with other regulators; and the
development and operationalization of an ICT based monitoring & evaluation
system.

ii. Inadequate funding: Over the years, the Authority's budgetary allocation has
always fallen far short of its resource requirements to enable it effectively
discharge its mandate. As a result the Authority has had to curtail on planned
activities to work within available resources. This has hindered it from
operating at its optimum potential. The mitigation measures include; prudent
Iinancia-l management; diversification of revenue sources/streams; and
lobbying for additional government funding.

ll

ll

I

ll

il

ll

lI

20



I

?
.;''',:,::;,ji{: i-';'t',11:t'.7; .,,.r:, ';. . i.r:r)::. .:::. ,1. ." j;.:..;;"ii''

i:':i;'trr';1.:i).:,: :',:r::,1.1r1;.1:s,1i.:. , ;t*i ;', i1-: ::"'.;:,':,,;;:' r:Li.il:;lt'l .'il] .lit;'i* l:]il{,1,;

iii.Reputational risks: The Authority is exposed to potentia-l negative pubiicity;
whether true or false. This may have a negative impact on its services or lead to
costly litigations. The mitigation strategies include having a ciear
understanding of the Authorit5r's mandate amongst the internal & external
stakeholders; review of the service charter and sharing it with all the
stakeholders; implementation of customer feedback; Communicating and
enforcing the Authority's Code of Conduct and Ethics; and developing and
implementing the anti- corruption and whistle blowing policy.

iv. Litigation risks: The Authority is exposed to litigation arisin.g from execution
of its mandate. The rnitigation strategies include strengthening of the
Authority's iegal capacity; acquisition of relevant insurance covers; promotion
of alternative dispr-rte resolution channels; and having a robust case
managernent system for the Public Procurement Administrative Review Board.

v. Occupational, Safety, Health and environmental risks: The Authority has
been expanding and thus the number of staff has increased leading to office
space constraint as the available space is not adequate to comfortably
accommodate current staff numbers. The mitigation strategies include
acquisition of add.itional off,rce space, strengthening the security capacity; staff
training on safety ancl security matters; and implementing the corporate safety
and security policy.

Future Outlook
The Government's commitment to reforms in public procurement and public financial
management supported by the new legal dispensation promises a vibrant public
procurement and asset disposal system that will meet the needs and expectations of
the Government and citizens, support the country's growth and development and
reduce wastage of public resources. The future of public procurement and Asset
Disposal in Kenya is bright.

I
I
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CORPORATE SOCIAL RESPONSIBILITY STATEMENT
PPRA's Corporate Social Responsibility embodies its commitment to operate in an
economically, socially and environmentally sustainable manner, while recognizing the
interests of its stakeholders, the environment and society at large.

During the year under review, the Authority participated in two corporate social
responsibility activities.

Standard Chartered Marathon
With an aim of supporting in eradication of avoidable blindness in children under the
age of 15 years, the Authority participated in the 15ft edition of the Standard
Chartered Marathon. The Marathon is the flagship project for the 'Seeing is Believing'
initiative that aims to raise funds for the in the

The Standard Chartered Marathon participants

Donation of books
The Authority a-lso donated the new curriculum books to Our Lady of Nazareth
Primary School, a charity school located in the heart of Mukuru. The Authority staff
visited and spent time with the children at the school. Further, during the School's
25 years celebrations and prize giving day, the Authority donated promotional items
that were given as prizes to the best performing students.
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PPRA Donation of books to Our Lady of Nazareth primary School in Mukuru
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Public Procurement Regulatory Authon,
Financiat Stalements for the Year Ended 30 June 201-

REPORT OF THE DIRECTORS
The Directors submit their report together with the audited financial statements for

thori
term
2,tt

The Auditor General is responsible for the statutory audit of the Authoitg
accordance with Article 229 of the Constitution of Kenya and the Public Audit
20 15.

J. Barno
Corporation Secretary
Nairobi
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STATEMENT OF DIRECTORS' RESPONSIBILITY

Section 81 of the Public Finance ManagementAct, 2012 and Section 25 of the Public
Procurement and Asset Disposal Act,2O15 require the Directors to prepare financial
statements in respect of PPRA, which give a true and fair view of the state of affairs of
the Authority at the end of the financialyearlperiod and the operating results for
that year/period. The Directors are a-lso required to ensure that PPRA keeps proper
accounting records which disclose with reasonable accuracy the financial position of
the Authority. The Directors are also responsible for safeguarding the assets of the
Authority.

The Directors are responsible for the preparation and presentation of the Authority's
financial statements, which give a true and fair view of its state of affairs for and as at
the end of the financial year (period) ended on June 30, 2018. This responsibility
includes: (i) maintaining adequate financial management arrangements and ensuring
that these continue to be effective throughout the reporting period; (ii) maintaining
proper accounting records, which disclose with reasonable accuracy at any time the
financia-l position of the Authority; (iii) designing, impiementing and maintaining
internal controls relevant to the preparation and fair presentation of the financial
statements, and ensuring that they are free from material misstatements, whether
due to error or fraud; (iv) safeguarding the assets of the Authority; (v) selecting and
applying appropriate accounting policies; and (vi) making accounting estimates that
are reasonable in th.e circumstances.

The Directors accept responsibility for the Authority's financial statements, which have
been prepared using appropriate accounting policies supported by reasonable and
prudent judgements and estimates, in conformity with International Public Sector
Accounting Standards (IPSAS), and in the manner required by the PFM Act, 2OL2 and
Public Procurement and Asset Disposal Act 2O15. The Directors are of the opinion that
the Authority's financial statements give a true and fair view of the state of its
transactions during the financial year ended June 30, 2018, and of the financial
position as at that date. The Directors further confirm the completeness of the
accounting records maintained for the Authority, which have been relied upon in the
preparation of the financial statements as well as the adequacy of the systems of
internal financial control.

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

Approval of the financial statements
The Authority's financial statements were approved by the Board and signed on its
behalf by:

I

I

Director Director Director
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REPUBLIC OF KENYA

Telephone : +254-20-342330
Fu<: +254-20-311482
E-mail: oag@oagkenya.go.ke
Website: www.kenao.go.ke

P.O. Box 30084-00100

NAIROBI

OFFICE OF THE AUDITOR-GENERAL
REPORT OF THE AUDITOR.GENERAL ON PUBLIC PROCUREMENT
REGULATORY AUTHORIW FOR THE YEAR ENDED 30 JUNE 2018

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of Public Procurement
Regulatory Authority set out on pages 27 to 55, which comprise the statement of
financial position as at 30 June 2018, 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 ended, and a summary of significant accounting
policies and other explanatory information in accordance with the provisions of Article
229 of the Constitution of Kenya and Section 35 of the Public Audit Act, 2015. I have
obtained all the information and explanations which, to the best of my knowledge and
belief, were necessary for the purpose of the audit.

ln my opinion, except for the effects of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of Public Procurement Regulatory Authority as at 30
June 2018 and of its financial performance and its cash flows for the year then ended,
in accordance with lnternational Public Sector Accounting Standards (Accrual basis)
and comply with the Public Procurement and Asset Disposal Act, 2015 of the Laws of
Kenya.

Basis for Qualified Opinion

1. Unexplained Variances Between Tria! Balance and the Ledger

The trial balance provided in support of the financial statements submitted for audit
had variances with the ledger as detailed below:-

Account Descri

Liabi

Account Type
Trial Balance

(Kshs.)

Ledger
Balance
(Kshs.)

Variance
(Kshs.)

Motor Vehicle depreciation
expense

Expense 4,422.960 8,994,992 (4,572,032)

Motor vehicle accumulated
depreciation expense

Asset 54,069,861 58,641,892 (4,572,031)

Equipment and Computer Cost Asset 59,567,432 59,532,432 35,000

Equipment & computer
accumulated depreciation

Asset 51,980,423 51,556,565 423,858

NBK Account Asset 538,397,524 533,545,046 4.852,478
Trade and other Payables 27 ,401,641 38.739.185 11,337 ,544

Reporl of the AuditotGeneral on the Financial Stalements of Public Procurement Regulalory
year endcd 30 June 2018
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Explanations and journal adjustments necessary to correct the variances have not
been effected. Consequently, I am unable to confirm the accuracy of the financial
statements

2. Board Expenses

The statement of financial performance reflects board expenses of Kshs.43,267,811;
(2017-Kshs.43,859,069) and disclosed under Note 11 to the financial statements.
!ncluded in the expense amount is Kshs.1,586,880 in respect of nine (9) car parking
slots for advisory board members who were not in existence during the year.
Consequently, the propriety of the expenditure amount of Kshs.1,586,880 could not
be confirmed.

3. General Expenses

The statement of financial performance reflects general expenses of Kshs.S2,089,780;
(2017-Kshs.47,438,863) and disclosed under Note 12 to the financial statements.
lncluded in the expenses amount is Kshs.1,396,080 on account of fuel and oil. Of this
amount Kshs.1,026,912 is unsupported with the requisite supporting documents by
way of local purchase orders issued, Motor vehicle work tickets and the supplier draw
down records. ln the circumstances, I am unable to confirm the validity of the fuel
expenditure amount of Kshs.1 ,026,912.

4. Trade and Other Payables

The statement of financial position reflects trade and other payables from exchange
transactions balance as at 30 June 2018 of Kshs.38,739,185;(2017-Kshs.39,122,256).
Note 23 to the financial statements breaks down the balance into trade payables and
other payables of Kshs.38,249,478 and Kshs.489,707 respectively. Management did
not provide detailed aging analysis of the creditors in support of both trade and other
payables. ln the circumstances the accuracy and completeness of trade and other
payables balance as of 30 June 2018 of Kshs.38,739,185 could not be confirmed.

The audit was conducted in accordance with the International Standards of Supreme
Audit lnstitutions (lSSAls). I am independent of Public Procurement Regulatory
Authority in accordance with ISSAI 30 on Code of Ethics. ! have fulfilled other ethical
responsibilities in accordance with ISSAI and in accordance with other ethical
requirements applicable to performing audits of financial statements in Kenya. I

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

Key Audit Matters

Key audit matters are those that, in my professional judgement, are of most
significance in the audit of the financial statements. I have determined that there were
no key audit matters to communicate in my report.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion
As required by Article 229(6) of the Constitution, based on the audit procedures
performed except for the matter described in the Basis for Lawfulness and

Report of the Auditor-General on the Financial Stqtements of Public Procuremeit Regulatory Authorityfor the
year ended 30 Jwe 2018
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Effectiveness in Use of Public Resources section of my report, I confirm that, nothing
else has come to my attention to cause me to believe that public resources have not
been applied lawfully and in an effective way.

Basis for Conclusion

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

REPORT ON INTERNAL CONTROLS EFFECTIVENESS, GOVERNANCE AND RISK
MANAGEMENT SYSTEMS

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 overall governance were not
effective.

Basis for Conclusion

The audit was conducted in accordance with ISSAI 1315 and ISSAI 1330. The
standards require that I plan and perform the audit to obtain assurance about whether
effective processes and systems of internal control, risk management and governance
were operating effectively. ln all material respects, I believe that the audit evidence I

have obtained is sufficient and appropriate to provide a basis for my conclusion.

Responsibilities of Management and 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 control as management
determines is necessary to enable the preparation of financial statements that are free
from material misstatement, whether due to fraud or error and for its assessment of
the effectiveness of internal control, risk management and governance.
ln preparing the financial statements, management is responsible for assessing the
ability to continue as a going concern, disclosing, as applicable, matters related to
going concern and using the going concern basis of accounting unless the
management either intends to liquidate or to cease operations, or have no realistic
alternative but to do so.

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.

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

Report of the Auditor-General on the Financial Statements of Public Procurement Regulatory Authority for the
year ended 30 June 2018

3



Those charged with governance are responsible for overseeing the financial reporting
process, reviewing the effectiveness of how the entity monitors compliance with
relevant legislative and regulatory requirements, ensuring that effective process and
systems are in place to address key roles and responsibilities in relation to governance
and risk management, and ensuring the adequacy and effectiveness of the control
environment.

Auditor-General's Responsibilities for the Audit

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or
error, and to issue an auditor's report that includes my opinion in accordance with the
provisions of Section 48 of the Public Audit Act, 2015 and submit the audit report in

compliance with Article 229(7) of the Constitution. Reasonable assurance is a high
level of assurance, but is not a guarantee that an audit conducted in accordance with
lSSAls will always detect a material misstatement and weakness when it exists.
Misstatements can arise from fraud or error and are considered material if, individually
or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these financial statements.

ln addition to the audit of the financial statements , a compliance audit is planned and
performed to express a conclusion about whether, in all material respects, the
activities, financial transactions and information reflected in the financial statements
are in compliance with the authorities that govern them and that public resources are
applied in an effective way, in accordance with the provisions of Article 229(6) of the
Constitution and submit the audit report in compliance with Article 220(7) of the
Constitution.

Further, in planning and performing the audit of the financial statements and audit of
compliance, I consider internal control in order to give an assurance on the
effectiveness of internal controls, risk management and governance processes and
systems in accordancewith the provisions of Section 7 (1) (a) of the PublicAuditAct,
2015 and submit the audit report in compliance with Article 229(7) of the Constitution.
My consideration of the internal control would not necessarily disclose all matters in
the internal control that might be material weaknesses under lSSAls. A material
weakness is a condition in which the design or operation of one or more of the internal
control components does not reduce to a relatively low level the risk that
misstatements caused by error or fraud in amounts that would be material in relation to
the financial statements being audited may occur and not be detected within a timely
period by employees in the normal course of performing their assigned functions.

Because of its inherent limitations, internal control may not prevent or detect
misstatements and instances of non-compliance. Also, projections of any evaluation
effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with
the policies and procedures may deteriorate.

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

Report of the Auditor-General on the Financial Stalements of Public Procurement Regulatory Authority for the
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a

a

a

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

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

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

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

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

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

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

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

FCPA Edward R. O. Ouko, CBS
AUDITOR.GENERAL

Nairobi

10 July 2019

Report of the Auditor-General on the Financial Slalements of Public Procuremenl Regulatory Authorityfor the
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STATEMENT OF FINANCIAL PERFORMANCE
FOR THE YEAR ENDED SOTH JUNE 2OLA

I
I

20LA 20L7
Note Ksh Ksh

Revenue from non-exchange
transactions
Unconditional Government Grants 6 360,000,000 360,O00,000

Revenue from exchange transactions
Rendering of serflces 18,393,851 15.333.444
Finance Income B 4.987 .BOO 9,606.986
Other Income 9 68,134 r,596,312
Total Revenue from exchange
transactions 23.449.785 26,536,742
Total Revenue 383,449,785 38,6,5,36,74?

EXPENSES

Employee Costs 10 230.696.575 20t,660,329

Board Expenses 11 43.267,8L1 43,859,069

General Expenses t2 52,089,780 47,438,863

Repairs and Maintenance 13 5,389,624 3.257.363

Contracted Services l4 24.454.401 42,034.88O

Finance Costs 15 239,416 2.285.398

Depreciation and Amortization 76 20,789 ,935 20,242,487

Total E:<penses 376,527,5,42 360.778,389
Surplus / (Deficit) for the year 6,922,243 25,758,353
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STATEMENT OF FINANCIAL POSITION
AS AT SOTH JUNE 2018

The finalcial statements and accompanying notes on page 27 to 56 were signed on
behalf of the Authority by:

;.t!,:.*.tt!tt r-:.t,/^-.-,".. r a:"^.-:..i.-.-...r,; i-,,r'.-..... ,i.r r,,lir, r iLruiti Jt::i\'ir!t. t\L:,*.4i Li).1. taLl t|.r.;irj

j:,t;rnlir:i 
" ,' :i'!irili:;i:?t::{ti,$ i:l' l'i;: l"+li. i;nr{e C 3f , 

ji:i,rt.: ?ij f E

C. Sakrva
Manager, Finance
ICPAK M/No 9OO8

M.J.O Juma, MBS
Director General
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20LA 20L7
Note Ksh Ksh

ASSETS
Current Assets
Cash and cash equivalents 17 63t.892,646 545.047,730
Receivables from exchange transactions i8 10.730.793 25.262.273
Receivables from non-exchange
transactions 19 5.918.2t4 3.163.899
Total Current Assets 649,541,653 573,473,9o/2

Non- current Assets
Property, Plant and Equipment 20 24.183.802 3 1.6 18. 125
Intaneible Assets 2t 6,188,974 2,563,770
Work In Prosress 22 6.705,432 LL,332,O92
Total Non-Current Assets 37,078,208 45,513,987
Total Assets 685.619-861 6Ia98Z-889

LIABILITIES
Current Liabilities
Trade & Other Payables from exchange
transactions 23 38,739,185 39,122,256
Provisions 24 858,400 765,600
Deferred income 26 120.OO0.000 60,000,000
Total current liabilities 159.597,585 99,887,856

Net Assets
Accumuiated F\nd 27 526,O22,276 519,100,033
Total Net Assets and Liabilities 685.619.861 618.987.889
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STATEMENT OT'CHANGES IN NET ASSETS
FOR THE YEAR ENDED SOTH JUNE ?OLA
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Accumulated
Fund

Revaluation
Resenre

Total

Ksh Ksh Ksh

Balance at O1.O7.2OL6 492,L10,OO7 L,231,673 493,341,680
Transfer to revenue reserve 1.237.673 (1.231.673) 0
Surplus for the year 25,758,353 0 25,758.353
Balance at 3O.O6.2017 519.100.033 o 519,100,033

Surplus for the year 6,922,243 0 6.922.243
Balance at 3O.O6.2018 5.26,O22.276 o s26.O22.276
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STATEMENT OF CASH FLOIVS

lstrbli; ,D;ccr"';,:ii:r ni l\eEuial:a; :t Autlrorit.
f:in,r*r:;a/ "Sfi,feinerfs {*r th* Year X.nd-* 30 "/r;ne 201i

2018 20L7

CASH FLOWS FROM OPERATING
ACTTVITIES

Notes Ksh Ksh

Net Cash flows from Operating Activities 2B 1o,3.79o.,733 105,346,502

CASH FLOWS FROM INVF^STING
ACTTVITBS
Acquisition of tangible assets (9,254,486) (71,415,035)

Acquisition of intangible assets (7,691,330) (2,319,327)

Net cash flow from Investing Activities (16.945.9161 113.734,3621
Net changes in Cash and Cash Equivalents 8,6.844.9L7 9L,6L2,L40
Cash & Cash Equivalents opening balance 5,45,047,73o 453,435.599
Cash & Cash Equivalents closing balance 63L.892,647 s45.O47.730
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STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS

Finance Income
Other income
Transfers from other Gov't
Institutions

Notes explaining variance
a. More cases were hled than anticipated leading to higher revenue.
b. Shortfall attributed to low interests during the year with the coming into force of

the interest capping law and National Treasury circular instructing MDA's
intending to invest in the money market to invest in treasury bills and at non-
competitive interest rate.

r:. Budget figure included Ksh 76.5 million for roll out of the staff loan scheme. The
scheme was not rolled out during the financial year.

11. PPRA had anticipated appointment of a Regulatory Board and made budget
provision for its activities. The board was not constituted during the financial year
as expected.

T

T

Revenue Note Original
Budget

Actual on
Comparable

Performance
difference

Foot
Note

Ksh basis (Ksh) Ksh

Government Grants 2 420,000,000 420,000,o00 o
Renderins of services -J 7,000.000 18.393.8si 11.393.851 a

4 18,000,000 4.987.aOO (13.012,200) b
5 0 68,134 68,134

4 ,356 000 6,257,522 L,9O1,522
Balances carried forward
from previous FY

Staff Loan facility
Sinking Fund

187,842,800 t87,842,800 0

76,500,000 76,500,000 0
2,000,000 2,000,000 o

Reserves 40,100,o00 40,100,000 0

Total Revenue 755,798,9OO 756,150,1O7 351,3O7
Expenses
Emplovee Costs 6 310,570,O00 230.696.575 79.873.425 C

Board Allowances & Exp 7 69,756,O00 43,267,811 26,488,189 d
General Expenses B 766.240.OOO s2,089,780 L14.150.220 e

Repairs and Maintenance 9 11,800,000 5,389,624 6,41O,376
4.245.599

f
Contracted Services
Finance Costs
Depreciation and
Amortization

10 28,300,000 24.O54.40r o

l1 300,000 239,4L6 60,584

t2 23,000,000 20,789,935 2,2tO,065 h
Purchase of Tangible Assets 16 128,500,000 9,289,486 I19,2l O,514 I
Purchase of Intangible
Assets t7 17,332,800 7,691,330 9,647,470 I

Total Expenses 755,798,800 393,508,358 362,290,442
Difference for the year o 362,64L.749
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e. Unutilized amount is for a number of activities which had either been put on hold
as they needed Board approval or ongoing activities whose expenditure had not
been actualized.

f. Attributed to a number of service level agreements that were not actualized.
g. Consultancies planned for implementation during the year corunenced in the 4ft

quarter and so their pa5rments spilled over to FY 2018/ 18 when they are expected
to conclude the assignments and present fee notes for payment.

h. Depreciation and amorttzation estimate was based on existing assets and those
planned for acquisition during the financial year. Not all planned acquisitions
were realized.

i. The baiance includes an amount of Ksh 12Om for establishment of regional
offices. Temporary office space was secured to facilitate operations in the four
regions while moda-lities having in place perrnanent office space are being
explored.

j. Some of the software planned for acquisition during the financial year were not
reaJized.
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NOTES TO THE FINANCIAL STATEMENTS

1 . GENERAL INFORturr*TIO N
Public Procurement Regulatory Authority is established by and derives its authority
and accountability from The Public Procurement and Asset Disposal Act, 2015. PPRA

is wholly owned by the Government of Kenya and is domiciled in Kenya.

2. STATEMENT OF COMPLIANCE AND BASIS OF PREPARATION

The Authority's financial statements have been prepared in accordance with and
comply with International Public Sector Accounting Standards (IPSAS). The financia-l
statements are presented in Kenya shillings, which is the functional and reporting
curency of the entity. The accounting policies have been consistently applied to ali
the years presented.

The financial statements have been prepared on the basis of historical cost, unless
stated otherwise. The cash flow statement is prepared using the indirect method. The
Iinancial statements are prepared on accr-ua-l basis.

3. ADOPTION OF' NEw, AND RE\rISED STANDARDS

i. Relevant nerv standards and amendments to published standards effective for the year

ended 30 June 2018

Standard Impact

IPSAS 39:

Employee Benefits

Applicable: 1't January 2018

The objective to issue IPSAS 39 was to cleate convergence to

changes in IAS 19 Employee benefits. The IPSASB needed to

create corlvergence of IPSAS 25 to the amendnrents done to IAS

19. 'l'he main objective is to ensure accurate infonnation relating
to pension liabilities arising from the defined benefit scherne by

doing away with the corridor approach.

JJ
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NOTES TO THE FINANCIAL STATEMENTS CONTINUED

New and amended standards and interpretations in issued but not yet
effective in the year ended 3O June 2otz

Standard Effective date and impact:
IPSAS 40: Public

Sector

Combinations

Applicable: L't January 2019:

The standard covers public sector combinations arising from

exchange transactions in which case they are treated similarly
with IFRS 3(applicable to acquisitions only) Business

cornbinations and combinations arising fiom non exchange

transactions which are covered purely under Public Sector

combinations as amal gamations.

iii. Early adoption of standards
The Authority did not early - adopt any new or amended standards in yeat 2OI7.

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

a| Revenue recognition

i) Revenue from non-exchange transactions
Fees, taxes and fines
The Authority recognizes revenues from fees, taxes and fines when the event occurs

and the asset recognition criteria are met. To the extent that there is a related
condition attached that would give rise to a liability to repay the amount, deferred
income is recognized instead of revenue. Other non-exchange revenues are

recognized when it is probable that the future economic benefits or service potential
associated with the asset will flow to the entity and the fair value of the asset can be

measured reliably.

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

measured at fair value and recognized on obtaining controi 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 wili flow to the entity
and can be measured reliably.
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NOTES TO THE FINANCIAL STATEMENTS CONTINUED

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES CONTINUED

ii) Revenue from exchange transactions

Rendering of seruices
The Authority recognizes revenue from rendering of services by reference to the stage

of completion when the outcome of the transaction carr be estimated reliably. The

stage of cornpletion 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.

Sale of goods
Revenue from the sale of goods is recognized when the significanl risks and rewards
of ownership have been transferred to the buyer, usually on delivery of the goods and
when the amount of revenue can be measured reliably and it is probable that the
economic benefits or service potential associated with the transaction will flow to the
entity.

Interest inconte
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 metho<l applies this yield to the
principal outstanding to determine interest income each period.

bf Budget information
The original budget for FY 2017-2018 was approved by the management of the
Authority. Subsequent revisions inere made to the approved budget in accordance
with specihc approvals trom the appropriate authorities.

The entity's budget is prepared on a different basis to the actual income and
expenditure disclosed in the financiai statements. The Iinancial statements are
prepared on accrual basis using a classification based on the nature of expenses in
the statement of financial performance, whereas the budget is prepared on a cash
basis. The amounts in the financial statements were recast from the accrual basis to
the cash basis and reclassified by presentation to be on the same basis
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NOTES TO THE FINANCIAL STATEMENTS CONTINUED
Budget information continued

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

In addition to the Basis difference, adjustments to amounts in the financial
statements are also made for differences in the formats and classification schemes
adopted for the presentation of the financial statements and the approved budget

c| Taxes
Current income tax
Current income tax assets and liabilities for the current period are measured at the
amount expected to be recovered from or paid to the taxation authorities. The tax
rates and tax laws used to compute the amount are those that are enacted or I
substantively enacted, at the reporting date in the area where the Entity operates and
generates taxable income.

Current income tax relating to items recognized directly in net assets is recognized rn
net assets and not in the statement of financia-1 performance. Management
periodically evaluates positions taken in the tax returns with respect to situations in
which appiicable tax regulations are subject to interpretation and establishes
provisions where appropriate.

d) Property, plant and equipment
A11 propert5r, plant and equipment are stated at cost less accumulated depreciation
and impairment losses. Cost includes expenditure that is directly attributable to the
acquisition of the items. When significant parts of property, plant and equipment are
required to be replaced at interva-ls, the entity recognizes such parts as individua-l
assets with specific useful lives and depreciates them accordingly. Likewise, when a
major inspection is performed, its cost is recognized in the carrying arnount of the
piant and equipment asa replacement if the recognition criteria are satisfied. A11

other repair and maintenance costs are recognized in surplus or deficit as incurred. ll
Where an asset is acquired in a non-exchange transaction for nil or nominal
consideration the asset is initialiy measured at its fair value
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NOTES TO THE FINANCIAL STATEMENTS CONTINUED

e) Leases
Finance leases are leases that transfer substantially all of the risks and benefits
incidental to ownership of the leased item to the Entity. Assets held under a finance
lease are capitalized at the commencement of the lease at the fairvalue of the ieased
property or, if lower, at the present value of the future minimum lease payments. The

Entify also recognizes the associated lease liability at the inception of the lease. The

liability recognized is measured as the present value of the future minimum lease

payments at initial recognition.

Subsequent to initial recognition, lease payments are apportioned between finance
charges and reduction of the iease liability so as to achieve a constant rate of interest
on the remaining balance of the liability. Finance charges are recognized as finance
costs in surplus or deficit.

An asset held under a finance lease is depreciated over the useful life of the asset.

However, if there is no reasonable certainty that the Entity will obtain ownership of
the asset by the end of the lease term, the asset is depreciated over the shorter of the
estimated useful iife of the asset and the lease term.

Operating leases are leases that do not transfer substantially a1l the risks and
benehts incidental to ownership of the leased item to the Entity. Operating lease

payments are recognized as an operating expense in surplus or deficit on a straight-
line basis over the lease term.

f| Intangible assets
Intangible assets acquired separately are initiaily recognized at cost. The cost of
intangible assets acquired in a non-exchange transaction is their fair value at the
date of the exchange. Foliowing initial recognition, intangible assets are carried at
cost less any accumulated amortization and accumulated impairment losses.

Internally generated intangible assets, excluding capitahzed development costs, are

not capitalized. and expenditure is reflected in surplus or dehcit in the period in
which the expenditure is incurred. The useful life of the intangible assets is assessed

as either finite or indefinite.

t
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NOTES TO THE FINANCIAL STATEMENTS CONTINUED

gf Depreciation
The Assets are depreciated as and when they are available for use by the Authori
Depreciation charge is calculated on a straight line basis for the various categories
assets as follows:

Motor vehicles
Equipment and computers
Furniture and fittings
Office partitions
Intangible assets

25.Oo/o

33.3%
L2.5o/o
12.5o/o
33.3o/o

h) Financial instruments
(i) Ftnancial crssets
Initio.l reco g nition and fiLe a.sttre tne nt
Financial assets within the scope of IPSAS 29 Financia-l Instruments: Recognition
and Measurement are classified as financial assets at fair va-lue through surplus or
deficit, loans and receivables, held-to-maturity investments or available-for-sale
financial assets, as appropriate. The Entity determines the ciassification of its
financial assets at initial recognition.

Loans and receiaables
I-oans and receivables are non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market. After initial measurement, such
financial assets are subsequently measured at amortized cost using the effective
interest method, less impairment. Amortized cost is caiculated by taking into account
any discount or premium on acquisition and fees or costs that are an integral part of
the effective interest rate. Losses arising from impairment are recognized in the
surplus or deficit.

Held-to-maturitg
Non-derivative financial assets with fixed or determinable payments and fixed
maturities are classified as held to maturity when the Entity has the positive
intention and ability to hold it to maturitlr. After initial measurement, held-to-
maturity investments are measured at amortized cost using the effective interest
method, less impairment. Amortized cost is calculated by taking into account any
discount or premium on acquisition and fees or costs that are an integral part of the
effective interest rate. The losses arising from impairment are recognized in surpius
or deficit.
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NOTES TO THE FINANCIAL STATEMENTS CONTINUED

Impairtnent of financial assets
The Entit5r assesses at each reporting date whether there is objective evidence that a
financia-l asset or a entity of financial assets is impaired. A financial asset or a entity
of financial assets is deemed to be impaired if, and only if, there is objective evidence
of impairment as a resuit of one or more events that has occurred after the initial
recognition of the asset (an incurred 'loss event') and that loss event has an impact
on the estimated future cash flows of the financia-l asset or the entity of hnancial
assets that can be reliably estirnated. Evidence of impairment may inclu<1e the
following indicators:

difficulty

reorga.nLzation

flows (e.g. changes in arrears or economic conditions that correlate with
defaults)

h (ii) Financia.l liabilities
Initial recog nition and rrteasurernent
Financial liabilities within the scope of IPSAS 29 are classified as financial liabiiities
at fair value through surplus or dcficit or loans and borrowings, as appropriate. The
Entity determines the classification of its Iinancia-l liabilities at initial recognition.

All financial liabilities are recognized initiaiiy at fair value and, in the case of loans
and borrowings, plus directly attributable transaction costs.

Loans and borrowing
After initia-l recognition, interest bearing loans and borrowings a-re subsequently
measured at amortized cost using the effective interest method. Gains and losses are
recognized in surplus or deficit when the liabilities are derecognrzed as well as
through the effective interest method arnorttzation process.

Amortized cost is calculated by taking into account any discount or premium on
acquisition and fees or costs that are an integral part of the effective interest rate.
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NOTES TO THE FINANCIAL STATEMENTS CONTINUED

i) Inventories
Inventory is measured at cost upon initia-l recognition. To the extent that inventory
was received through non-exchange transactions (for no cost or for a nominal cost),
the cost of the inventory is its fair value at the date of acquisition.

Costs incurred in bringing each product to its present location and conditions are
accounted for, as follows:

a proportion of manufacturing overheads based on the normal operating
capacit5i, but excluding borrowing costs

After initial recognition, inventory is measured at the lower of cost and net realizable
vaiue. 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 reaiizable va-lue 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
depioyed for utilization or consumption in the ordinaq/ course of operations of the
Entity.

j| Provisions
Provisions are recognized when the Entity has a present obligation (legal or
constructive) as a result of a past event, it is probable that an outflow of resources
embodying economic benefits or service potential wili be required to settle the
obligation and a reliable estimate can be made of the amount of the obligation.

Where the Entity 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 arry
provision is presented in the statement of financial performance net of any
reimbursement.
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NOTES TO THE FINANCIAL STATEMENTS CONTINUED

C o ntin g e nt liab ilitt e s
The Entity does not recognize a contingent liability, but discloses details of any
contingencies in the notes to the financia-l statements, unless the possibiiity of an
outflow of resources embodying economic benehts or service potential is remote.

Contingent assets
The Entity does not recogntze a contingent asset, but discloses details of a possible
asset whose existence is contingent on the occurrence or non-occurrence of one or
more uncertain future events not wholly within the control of the Entity in the notes
to the financia-l statements. Contingent assets are assessed continually to ensure
that developments are appropriately reflected in the hnancial staternents. If it has
become virtually certain that an inflow of economic benefits or service potentiai wili
arise and the asset's va-lue can be measured reliably, the asset and the relaled
revenue are recognized in the financia-l statements of the period in which the change
occurs.

kf Nature and purpose of resetr/es

Ttre Entity creates and maintains reserves in terms of specific requirements

1) Changes in accounting policies and estimates
The Entity recognizes the effects of changes in accounting policy retrospectively. The

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

m) Employee benefits

Retirement benelit plans
The Entity provides retirement benefits for its employees and directors. Delined
contribution plans are post empioyment benefit plans under which an entit5r pays

fixed contributions into a separate entit5r (a fund), and will have no legal or
constructive obligation to pay further contributions if the fund does not hold
sufficient assets to pay all employee benefits relating to employee service in the
current and prior periods. The contributions to fund obligations for the payment of
retirement benefits are charged against income in the year in which they become
payable.

41



NOTES TO THE FINANCIAL STATEMENTS CONTINUED
Defined benefit plans are post-employment beneht plans other than defined-
contribution plans. The defined benefit funds are actuarially valued tri-annually on
the projected unit credit method basis. Deficits identified are recovered through lump
sum payments or increased future contributions on proportional basis to all
participating employers. The contributions and lump sum payments reduce the post-
employment benefit obligation.

n) Foreign currency transactions
Transactions in foreign currencies are initially accounted for at the ruling rate of
exchange on the date of the transaction. Trade creditors or debtors denominated in
foreign currency are reported at the statement of financial position reporting date by
appiying 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.

o) Borrowing costs
Borrowing costs are capitalized against qualifying assets as part of propert5r, plant
and equipment. Such borrowing costs are capitafrzed over the period during which
the asset is being acquired or constructed and borrowings have been incurred.
Capitalization ceases when construction of the asset is complete. Further borrowing
costs are charged to the statement of financial performance.

p) Related parties
The Entity regards a related party as a person or an entity with the ability to exert
control individually or jointly, or to exercise significant influence over the Entity, or
vice versa. Members of key management are regarded as related parties and comprise
the directors, the CBO and senior managers.

q) Service concession arrangements
The Bntity anaiyses all aspects of service concession arrangements that it enters into
in determining the appropriate accounting treatment and disclosure requirements. In
particular, where a private party contributes an asset to the arrangement, the Entity
recognizes that assct when, and only when, it controls or regulates the services the
operator must provide together rnith the asset, to whom it must provide them, and at
what price. In the case of assets other than 'whole-of-1ife' assets, it controls, through
ownership, bene{icial entitlement or othenvise - any significant residual interest in
the asset at the end of the arrangement. Any assets so recognrzed are measured at
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NOTF^S TO THE FINANCIAL STATEMENTS CONTINUED
their fair value. To the extent that an asset has been recognized, the Entity also
recognizes a corresponding liability, adjusted by a cash consideration paid or
received.

r) Cash and cash equivalents
Cash and cash equivalents comprise cash on hand and cash at bank, short-term
deposits on call and highiy liquid investments with an original maturity of three
months or less, which are readily convertibie to known amounts of cash and are
subject to insignificant risk of changes in value. Bank account balances include
amounts held at the Central Bank of Kenya and at various commercial banks at the
end of the Iinancial year. For the purposes of these financial statements, cash and
cash equivalents also include short term cash imprests and advances to authorized
public officers and/or institutions which were not surrendered or accounted for at
the end of the financial year.

s) Comparative figures
Where necessary comparative figures for the previous financial year have been
amended or reconfigured to conform to the required changes in presentation.

5. SIGNIFICANT JUDGMENTS AND SOURCES OF ESTIMATION
UNCERTAINTY

The preparation of the Entity's financial statements in conformity with IPSAS
requires management to make judgments, estimates and assumptions that affect the
reported amounts of revenues, expenses, assets and liabilities, and the disclosure of
continglent liabilities, at the end of the reporting period. However, uncertainty about
these assumptions and estimates could result in outcomes that require a material
adjustment to the carrying amount of the asset or liability affected in future periods.

Estimates and assumptions
The key assumptions concerning the 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
yetr, are described beiow. The Entity based its assumptions and estimates on
parameters available when the consolidated financial statements were prepared.
However, existing circumstances and assumptions about future developments may
change due to market changes or circumstances arising beyond the control of the
Entity. Such changes are reflected in the assumptions when they occur. IPSAS 1.140
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NOTES TO THE FINANCIAL STATEMENTS CONTINUED

Useful lives and residual values
The useful lives and residual values of assets are assessed using the following
indicators to inform potential future use and value from disposal:

. The condition of the asset based on the assessrnent of experts employed by the
Entity

o The nature of the asset, its susceptibility and adaptability to changes in
technologr and processes

. The nature of the processes in which the asset is deployed l

. Availability of funding to replace the asset

. Changes in the market in relation to the asset

Provisions
Provisions were raised and management determined an estimate based on the
information available. Additional disclosure of these estimates of provisions is
included in Note 24.

Provisions are measured at the management's best estimate of the expenditure
required to setfle the obligation at the reporting date, and are discounted to present
value where the effect is material.

u) Subsequent events
There have been no events subsequent to the financial year end with a significant
impact on the financial statements for the year ended June 30, 2018.
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NOTES TO THE FINANCIAL STATEMENTS CONTINUED

6. Unconditional Government Grants
Operational grants Government of Kenya funding of PPRA operations through
Exchequer during the financial year.

20La 20L7

Ksh Ksh
Operational Gra-nt 360,000,000 360,O00,oo0

35().OOO.OOO 360.000,OOOTotal Government Grants

7. Rendering Senrices
Appeals fee: Reiates to fees paid by parties seeking administrative review of public
procurement disputes.

20la 20L7
Ksh Ksh

Income from appeals 18.393.851 15.333.444

8. Finance Income
This relates to interest earned from short term deposits during the financial year.

20L8 20L7

Gross Interest Income
Ksh

4,987 ,800 9.606.986
Total 4,987,8OO 9.60,6,986

9. Other Income
This includes income from the sources iisted below:

20La 20L7
Ksh Ksh

Disposal Income o 1,596,312
Insurance recoverles 68,134 o
Total 68.134 r..s96.312
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NOTES TO THE FINANCIAL STATEMENTS CONTINUED

1O. Employee Costs
This comprises of the wage bill, subsistence allowance paid to employees going out for
fieid assignments and other employee related costs. The Authority's activities are mainl
fie1d based. A breakdown of the employee costs is as shown below:

20La 20L7
Ksh Ksh

Salaries and wages 1oo,403,749 92.900,999
Contributions to pensions 19,328,600 17,450,821
Housing benefits & aliowances 46,772,300 44.383.769
Medical & Personai Accident 16,497,682 L3,745,790
Club membership 239,O00 411.920
Car Park expenses 6.654.224 5,902,080
Staff recmitment and induction 207,500 723,334
Staff welfare 964,383 1.052.838
Training 7,996,740 4,298,650
Travel, accommodation & subsistence 31,632.397 21,390,128
Total 230.6-96- IE zol.660.329

11. Board E)<penses
This ses of all costs reiated to the Boards

2()18 2017
Ksh Ksh

Administrative Review Board expenses 6,92r.897 1o,986,749
33.L72.154 31,536,000Administrative Review Board Emoluments

Car park expenses 3.L73,760 1,336,320
oAdvisory Board expenses o

0 oAdvisory Board Emoluments
43.859.069Total 43-267 -aLl

l

It
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NOTES TO THE FINANCIAL STATEMENTS CONTINUED

12. General E).penses
Below are the general expenses of the Authority

20La 20L7
Description Ksh Ksh

Advertising L.402.220 2,785,400
Branding PPOA 1 ,820,428 165,460
Corporate Car park expenses o 445,440
Catering 2,140,481 1.726.382
Conference and delegations 3,406,740 2,189,550
Consumables 285.L92 t62.276
Corporate Social Investment 299,778 0
Fuel and Oil 1.396,080 r.o78,o76
Insurance Costs 2,610,227 3,206,891
ISO r.257.890 255,200
trgal expenses 7L5,611 1,012,851
Newspapers/Journals 308,569 436,554
Office Expenses L.299.146 2.715,759
Printing & stationery 6,403,120 2.183.930
Rental 17.804.348 t9,665,592
Software upgrades and licences 483,700 334,948
Telecommunication 3,554,656 5,000,535
Trade shows and exhibitions 1,196,000 408,948
Travel Costs 5,705,594 5,265,O71
Total 52.O89.780 47,438,863

13. Repairs and Maintenance

The Authority spent Ksh 5,389,624 on maintenance of vehicles, equipment, computers
and general maintenance. A breakdown of the expenditure is shown below:

2018 2017
Ksh Ksh

Vehicles 992,282 912,655
Equipment 3,831,854 2,OO4,990
Propert5r 565,488 439,718
Total 53a9.624 3.257.363
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NOTES TO THE FINANCIAL STATEMENTS CONTINUED

14. Contracted Senrices
These are services outsourced by the Authority.

15. Finance Costs

16. Depreciation and Amortization

17. Cash and cash e nts

20L8 20L7
Ksh Ksh

Audit fees 858,400 858,400
Cleaning Services Fees 1,734,9r7 1,527,344
Security Costs L.7tO.774 2,389,396
Consultancy Fees 19,750,310 37,259,740
Total 24,O54,4()1 42.O34.880

2018 20L7
Ksh Ksh

Withholding Tax on Interest Income o 2,O35,456
Bank charges 239,416 249,942
Total 239,4L6 2.285.398

2018 20L7
Ksh Ksh

Property and equipment L6,723,809 t8.674,378
Intangible assets 4,066,126 1,568, 109
Total 20..789,935, 20,242,487

20La 20L7
KshKsh

533,545,046 545,047,730Bank
oCash on hand and in transit o

98,347,600 0Short-term deposits
631.8e2--4= 545.047.730Total
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NOTES TO THE FINANCIAL STATEMENTS CONTINUED

18. Receivables from exchange transactions

19. Receivables from non-exchange transactions

f t; b i i c ;;);"i) ilir ;"s i: ; */? t',{srrJ;r :i # t' y :i,.,:.i i a L i ilt
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20La 2017
Ksh Ksh

Prepaid Car Park o 9.77I.840
Contracted Services 391,500 4.O3+,470
Prepaid Insurance 9.748.700 8.999.763
Prepaid newspapers
Guarding & Receptionist Services

226,593 0
o o

Ajr Ticketing Services 0 0
Prepaid fuel o 0
Employ-ee Costs o 2.O92.200
Rent Deposit - Mombasa Office 364,000 364,000
Total LO.73o.793 25.262.273

2018 20L7
Ksh Ksh

hnprest advance 4.793.230 2.237.228
Salary advance
Total

L.L24.984 926.671
5.918.214 3.163.899
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NOTES TO THE FINANCIAL STATEMENTS CONTINUED

21. Intangible assets
Intangible assets comprises ICT Systems and software used by the Authority in
its operations.

22. Work In Progress
Implementation of the fleet management system and upgrade from Microsoft
Navision 2OO9 tn Microsoft Navision 2015 was ongoing as at 30.06.2018. The
intangible assets will be recognized once the projects are completed,
commissioned and handed over to the Authority.

Details 20La 2017
Ksh Ksh

Navision upgrade to 2015 5.760.432 5.760.432
Fleet Management System 945,O00 945,000
HRMIS - Netcom Information System o 4,626,660
Balance as at 30th June 2OL6 6,7o,5,432 Ll,332,O92

23. Trade & Other Payables from exchange transactions

I

20La 20L7
Cost Ksh Ksh
At beginning of the year 36,799,840 34,480,513
Additions 7.691.330 2.3L9.327
At end ofthe year 44,49L,L7O 36,799,84O

Amortization and Impairment
At beginning of the year 34.236.O7o 32.667.96L
Amortization 4,066,126 1,568,109
Tran sfers / a-dj ustme nts o 0
At end ofthe year 38,3()2,196 34,236,O7o,
Net book value 6,t88,974 2.5,63.770

20L8 20L7
Ksh Ksh

Trade Payables 38.249.478 38.940.224
Other Payables 489,707 182.O32
Total 38-739.185 39.L22-256
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NOTES TO THE FINANCIAL STATEMENTS CONTINUED

24. Provisions
Provision made to cater for audit of FY 2017 118 books of accounts payable in FY
2018119 when the audit wili be undertaken.

25. Revaluation Resenre
The revaluation reserve relates to values assigned to motor vehicles on
revaluation. The movement of the reva-iuation reserve is as shown below:

2018 2017
Ksh Ksh

Balance as at 1st July 0 1,231,673
Transfer to revenue reserve 0 (1.2st.6731
Balance as at SOth June o o

26. Deferred Income
is income received for a specific purpose ie establishment of regional offices which
had not been utilized at the end of the financial year.

20La 2017
Ksh Ksh

National Government 60.000.o00 60.000.000
International Funders 0 0
Public contributions & donations 0 0
Total Deferred income 6(),000,ooo 60,ooo,ooo

The deferred income movement is as follows:

2018 20t7
Ksh Ksh

Audit fees 858,400 765,600
Total 858.400 765.500

20La 20L7
Ksh Ksh

Balance brought forward 60,000,o00 o
Additions 60.000.000 60.000.oo0
Transfers to capital fund 0 o
Transfers to income statement o 0
Other transfers o 0
Balance carried forward 12().OOO,OOO 60,ooo,ooo
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NOTES TO THE FINANCIAL STATEMENTS CONTINUED

27. Accrumulated Fund
The movement in revenue reserves for the year ended 30th June 2018 is shown
below:

20la 20L7
Ksh Ksh

Balance as at lstJuly 519, 100,033 492,110,007
Transfer from Revaluation Reserve o 1.231.673
Reversal of Provision 0 o
Surplus for the year 6.922.243 25,758,353
Balance as at sOth June s26,O22,276 519,1OO,O33

28. Cash generated from operations
A computation of the net cash flows generated from operating activities during
the year under review is as below:

t
T

20La 2017
Ksh Ksh

Surplus / Deficit for the year 6.922,243 25,758,353
Adjusted for:
Depreciation 16,723,809 18,674,378
Arnortrzation of intangible assets 4,066,126 1,568, 109
Adjustment for prior year overstated
depreciation charqe (35,000)
Cash flows from operating activities
before working capital changes 27,677,178 46,OOO,84O

Working capital changes
Increase/(Decrease) in Trade and other
payables 59 2t6 396

12,L77,699

83.241,355
Decrease/ (Increase) in receivables and
prepayments (15,309,863)
Decrease/(lncrease) in Work In Progress 4,626,660 (8,678,630)
Increase/ (Decrease) in provisions 92,800 92,800
Net Cash flows from Operating Activities 1o3,79O,733 105.346.502
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NOTES TO THE FINANCIAL STATEMENTS CONTINUED

29. Financial Risk Management
The Authority's activities expose it to a variety of financial risks including credit
and liquidity risks. The overall risk management programrne focuses on
unpredictability of changes in the business

3O. Contingent Assets
The Authority had no contingent assets as at 30ft June 2018.

31. Contingent Liabilities
Litigation Matters: As at 30ft June 2078, there were some cases before the
courts in which the Authority is a party that had not been concluded. The
outcome of the cases and the likely costs of the suits (damages/other court
awards) that the Authority may have to bear cannot be estimated with certainty.
This disclosure has been provided in conformity with IPSAS 19.

32. Subsequent Events
There were no subsequent events after year end that affect the Authority and that
would affect the decisions made by a third party.

33. Operating Lease Rentals
The Authority has two rental lease agreements under which it will pay
Ksh 19,856,602 over the next 2 years. The detaiis are as below:

Lease with National Bank of Ke

Lease with Mombasa Trade Centre:

Period 20la 2017

Not later than 1 year 16,208,448 16,208,448

Later than 1 year and not iater than 5 years 0 16,208,448

Later than 5 years 0 0

Total 16,2O8,448 32,4L6,896

Period 20L7 20L6

Not later than 1 year 1,924,o77 r,52O,064

Later than 1 year and not later than 5
years

1,824,O77 3,648,154

Later than 5 years 0 0

Total 3,648,154 5,169,219
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NOTES TO THE FINANCIAL STATEMENTS CONTINUED
34. Currency

The financial statements are presented in Kenya Shillings (Kshs)

35. Progress on Follow Up of Auditor Recommendations
There were no audit queries arising from audit of FY 2OL6|2OI7 financial
statements.

I
I

RefNo. on
the external
audit Report

Issue /
Observations
from Auditor

Management
comments

Focal Point
person to

resolve the
issue (Nanne

and
designation)

Status:
(Resolaed

/ Not
Resolaed)

Timeframe:
(Put a date
uhen gou
expect the
issue to be
resolaedl

FY 20t6lt7
audit report None N/A N/A N/A N/A
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APPENDIX 1: INTER.ENTITY TRANSFERS

The above amounts have been communicated to and reconciled with The National
Treasury (Parent Ministry)

C. Sakrva
Manager, Finance

ENTITY NAME: PUBLIC PROCUREMENT REGULATORY AUTHORITY
Breakdown of Transfers from The National Treasury
FY 2OL7[ZOLA

a Recurrent Grants

Details
Bank

Statement
Date

Amount
Ksh

FY to which amount
relates

Quarter 1 Exchequer 3l-Aug- 17 90,000,0o0 YY 2Or7 I 18

Quarter 2 Exchequer 27-Oct-17 90,ooo,000 FY 2017 l18
Quarter 3 Exchequer 29-Jan-18 90,000,000 FY 2Ot7 I t8
Quarter 4 Exchequer 24-May-18 90,o00,000 FY 2Ot7 I rB
Total S6(),OOOTOOO

Developrnent Grantsb

Details
Bank

Statement
Date

Amount
Ksh

FY to which amount
relates

Quarter 1 Exchequer 07-Sep-17 15,O0O,000 FY 2Ot7 I 18

Quarter 1 Exchequer 24-OcL-17 15,O00,000 FY 2Or7 I 78

Quarter 3 Exchequer 01-Mar- 18 15,O00,000 FY 2Ot7 I t8
Quarter 3 Exchequer 02-May- 18 15,O00,000 FY 2017 I 18
Total 60,OOO,OOO

c Direct Payments -Refund of salary for stalI on secondment to IFMIS

Details
Bank

Statement
Date

Amount
Ksh

FY to which amount
relates

Refund 27-Oct-17 2,92L,4OO FY 20L6l17 Ksh 2,O92,2OO
FY 2017 I 18 Ksh 829,2OO

Refund 17-May- 1B 3,336,122 FY 20t7 118
TotaI 6,257,522
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