

























































































































































































Kenya Rural Roads Authority

Annual Report and Financial Statements
For the year ended 30°" June 2023

b)

d)

Amendments to IPSAS 30, regarding illustrative examples on
hedging and credit risk which were inadvertently omitted when
IPSAS 41 was issued.

Amendments to [PSAS 30, to update the guidance for
accounting for financial guaranteed contracts which were
inadvertently omitted when IPSAS 41 was issued.
Amendments to IPSAS 33, to update the guidance on
classifying financial instruments on initial adoption of accrual
basis IPSAS which were inadvertently omitted when IPSAS 41
was issued.

The Authority has not been significantly impacted by the

standard

Other improvements
to IPSAS

Applicable I* January 2023

IPSAS 22 Disclosure of Financial Information about the
General Government Sector. Amendments to refer to the latest
System of National Accounts (SNA 2008).

IPSAS 39: Employee Benefits. Now deletes the term composite
social security benefits as it is no longer defined in IPSAS.
IPSAS 29: Financial instruments: Recognition and
Measurement. Standard no longer included in the 2023
IPSAS handbook as it is now superseded by IPSAS 41 which
is applicable from 1* January 2023.

The Authority has not been significantly impacted by the standard
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Notes to the Financial Statements (Continued)

ii. New and amended standards and interpretations in issue but not yet effective in the
year ended 30 June 2023,
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[PSAS 43 Applicable I'' January 2025

The standard sets out the principles for the recognition,

measurement, presentation, and disclosure of leases. The objective

is to ensure that lessees and lessors provide relevant information in

a manner that faithfully represents those transactions. This

information gives a basis for users of financial statements to assess

the effect that leases have on the financial position, financial

performance and cashflows of an Entity.

The new standard requires entities to recognise, measure and

present information on right of use assets and lease liabilities.

IPSAS 44: Non- Applicable I January 2025

Current Assets Held | The Standard requires,

for Sale and Assets that meet the criteria to be classified as held for sale to be
Discontinued measured at the lower of carrying amount and fair value less costs
Operations to sell and the depreciation of such assets to cease and:

Assets that meet the criteria to be classified as held for sale to be
presented separately in the statement of financial position and the
results of discontinued operations to be presented separately in the

statement of financial performance.

The Authority does expect a significantly impacted by the standard.

iti. Early adoption of standards

The entity did not early — adopt any new or amended standards in year 2023.

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The principal accounting policies adopted in the preparation of these financial statements

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

(a) Basis of Preparation

The financial statements have been prepared under the historical cost convention, unless
otherwise stated. The Financial Statements are presented in Kenya Shillings which is the
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functional and reporting currency of the Authority and all values are rounded to the nearest
thousand (Ksh 000).

(b) Presentation of Financial Statements

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

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

The disclosure on risks are presented in the financial risk management objectives and
policies contained in note 5.

(¢) Budget Information

The original budget for FY 2022-2023 was approved by the National Assembly in June
2022. Subsequent revisions or additional appropriations were made to the approved budget
in accordance with specific approvals from the appropriate authorities.

The Authority’s budget is prepared on a different basis to the actual income and expenditure
disclosed in the financial statements. The financial statements are prepared on accrual basis
using a classification based on the nature of expenses in the statement of financial
performance, whereas the budget is prepared on a cash basis. The amounts in the financial
statements were recast from the accrual basis to the cash basis and reclassified by
presentation to be on the same basis as the approved budget. A comparison of budget and
actual amounts, prepared on a comparable basis to the approved budget, is then presented in
the statement of comparison of budget and actual amounts.

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

(d) Taxation

The Authority is an appointed tax agent for Kenya Revenue Authority with the mandate to
withhold tax and remit to Kenya Revenue Authority. The withheld taxes are recognized as
current liabilities until paid to the relevant Authority.

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

Current income tax relating to items recognized directly in net assets is recognized in net
assets and not in the statement of financial performance. Management periodically evaluates
positions taken in the tax returns with respect to situations in which applicable tax
regulations are subject to interpretation and establishes provisions where appropriate.
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(e) Translation of foreign currencies

Transactions in foreign currencies are initially accounted for at the ruling rate of exchange
on the date of the transaction. Trade creditors or debtors denominated in foreign currency
are reported at the statement of financial position reporting date by applying the exchange
rate on that date. Exchange differences arising from the settlement of creditors, or from the
reporting of creditors at rates different from those at which they were initially recorded
during the period, are recognized as income or expenses in the period in which they arise.

(f) Revenue recognition

Revenue comprises the fair value of consideration received or receivable in the ordinary
course of business. In accordance with the Kenya Roads Act 2007, revenue comprises all
proceeds from the Kenya Roads Board Fund, Grants, Loans and donations from Central
Government and Development partners, and such moneys, sums or assets that may accrue
to the Authority. The revenue is for specified purposes including maintenance, rehabilitation
and development of the rural road network in Kenya.

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

i) Road Maintenance Levy Fund
Receipts from the Road Maintenance Levy Fund comprise of 32% of collections from the

Road Maintenance Levy Fund administered by the Kenya Roads Board in accordance with
the Kenya Roads Board act 1999.

Proceeds from the Road Maintenance Levy Fund are generally recognized in the Statement
of Financial Performance on accrual basis.

it) Agricultural Cess
The Agricultural Cess comprises of 80% of all monies collected as Cess in respect of tea and

coffee as per Agricultural Act. The fund is administered by Kenya Roads Board. Proceeds
from agricultural Cess are recognized in the Statement of Financial Performance on accrual
basis.

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

source provided for or donated or lent to the Authority. Such monies are recognized as they
accrue in the period in which the transfer becomes binding at fair value, in the ‘Statement of
Financial Performance’, unless the collectability is in doubt. The fair values can be
determined by reference to the market rate.

Where a transfer is subject to conditions that if unfulfilled require a return of the transferred
resources they are recognized as a liability until the condition is fulfilled.

iv) Interest Income
Interest income and expense, including interest income from non-derivative financial assets

are recognized at fair value through the Statement of Financial Performance using the
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effective interest method. Interest income is accrued on a time basis and is calculated on call
and fixed deposits held with approved banking institutions.

v) Rental Income
Rental income arising from operating leases on investment properties is accounted for on a

straight-line basis over the lease terms and included in revenue.

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

on receipt

(g) Financial Instruments

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

through surplus or deficit, receivables, held-to-maturity investments or available-for-sale
financial assets, as appropriate. The Authority determines the classification of its financial
assets at initial recognition.

Receivables

Receivables are non-derivative financial assets with fixed or determinable payments that are
not quoted in an active market. They arise when the Authority provides money or services
directly to a debtor with no intention of trading the receivable. Receivables mainly arise
from non-exchange transactions which accrue in the ordinary course of business and there
is no intention of trading the receivable.

Receivables are recognized initially at the fair value. They are subsequently measured at
amortized costs using the effective interest method less provision for impairment.

A provision for impairment of receivables is made when there is objective evidence that the
Authority will not be able to collect all amounts due according to the original terms of
receivables.

The carrying value less discounts and any impairment provision of impairment is assumed
to approximate their fair values. For financial instruments such as short term receivables, no
disclosure of fair value is required when the carrying amount is a reasonable approximation
of fair value.

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

as receivables.

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

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

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

course of business from suppliers. Payables also include payments in respect social benefits
where formal agreements for specific amounts exist.

Payables are recognized initially at fair value and subsequently measured at amortized cost
using the effective interest method. The historical cost carrying amount of payables subject
to the normal credit terms usually approximates fair value. Payables are classified as current
liabilities if payment is due within one year or less (or in the normal operating cycle of
business if longer). If not, they are presented as non-current liabilities.

(h) Provisions

Provisions are recognized when the Authority has a present obligation (legal or constructive)
as a result of a past event, it is probable that the Authority will be required to settle the
obligation, and a reliable estimate can be made of the amount of obligation.

The amount recognized as a provision is the best estimate of the consideration required to
settle the present obligation at the reporting period end, taking into account the risks and
uncertainties surrounding the obligation.

Contingent Liabilities

The Authority does not recognize a contingent liability, but discloses details of any
contingencies in the notes to the financial statements, unless the possibility of an outflow of
resources embodying economic benefits or service potential is remote.

Contingent assets

The Authority does not recognize a contingent asset, but discloses details of a possible asset
whose existence is contingent on the occurrence or non-occurrence of one or more uncertain
future events not wholly within the control of the Authority in the notes to the financial
statements.

Contingent assets are assessed continually to ensure that developments are appropriately
reflected in the financial statements. If it has become virtually certain that an inflow of
economic benefits or service potential will arise and the asset’s value can be measured
reliably, the asset and the related revenue are recognized in the financial statements of the
period in which the change occurs

(i) Operating leases

Leases of assets where a significant proportion of the risks and rewards of ownership are
retained by the lessor are classified as operating leases. Payments made/received under
operating leases are charged/credited to the statement of financial performance on a straight
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line basis over the lease period. Prepaid operating lease rentals are recognized as assets and
are subsequently amortized over the lease period.

(j) Provision for liabilities and charges

Provisions are recognized when the company has a present legal or constructive obligation
as a result of past events, it is probable that an outflow of resources embodying economic
benefits will be required to settle the obligation, and a reliable estimate of the amount of the
obligation can be made.

(k) Property, plant and equipment

All categories of property, plant and equipment are initially recognized at cost and
subsequently carried at cost less accumulated depreciation and accumulated impairment
losses. Cost includes expenditure directly attributable to the acquisition of the assets.
Computer software, including the operating system that is an integral part of the related
hardware is capitalized as part of the computer equipment. All other items of property, plant
and equipment are subsequently carried at cost less accumulated depreciation and
accumulated impairment losses.

Subsequent costs are included in the asset's carrying amount or recognized as a separate
asset, as appropriate, only when it is probable that future economic benefits associated with
the item will flow to the company and the cost of the item can be measured reliably. Repairs
and maintenance expenses are charged to the statement of financial performance in the year
in which they are incurred.

Where an asset is acquired in a non-exchange transaction for nil or nominal consideration
the asset is initially measured at its fair value

Depreciation is calculated using the straight line method to write down the cost of each asset
to its residual value over its estimated useful life, and 360 day calendar year adopted, using
the following annual rates:

Rate - %
Buildings 2.5%
Computers 33.3%
Furniture and Fittings & Fixtures 12.5%
Technical Equipment/Machinery 12.5%
Motor Vehicles 25.0%

Road Infrastructure Assets -

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

The assets' residual values and useful lives are reviewed, and adjusted if appropriate, at each
balance sheet date. Gains and losses on disposal of property, plant and equipment are
determined by reference to their carrying amount and are taken into account in determining
operating surplus.
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(I) Specialised Public Service Assets-Infrastructure Assets
International Valuation Standards Committee defines specialized public asset as an asset,

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

The authority deals in construction of roads infrastructure which falls in this category and
constitutes part of property, plant and equipment within the meaning of [PSASs.

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

(m) Construction contracts
A construction contract is defined as a contract specifically negotiated for the construction
of an asset. Contract costs are recognized as assets in the period in which they are incurred.

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

The Authority uses the ‘percentage-of-completion method’ to determine the appropriate
amount to recognize in a given period. The stage of completion is measured by reference to
the contract costs incurred up to the end of the reporting period as a percentage of total
estimated costs for each contract. Costs incurred in the year in connection with future activity
on a contract are excluded from contract costs in determining the stage of completion. They
are presented as inventories, prepayments or other assets, depending on their nature.

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

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

(n) Impairment of Non-Financial Assets

At each reporting period end, based on internal and external sources, the Authority reviews
the carrying amounts of its tangible and intangible assets to determine whether there 1s any
indication that those assets have suffered an impairment loss. If any such indication exists,
the recoverable amount of the asset is estimated in order to determine the extent of the
impairment loss.

Where it is not possible to estimate the recoverable amount of an individual asset, the
Authority estimates the recoverable value of the asset.
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Impairment losses are recognized as an expense in the Statement of Financial Performance
whenever the carrying amount of an asset exceeds its recoverable amount. Where an
impairment loss subsequently reverses, the carrying amount of the asset is increased to the
revised estimate of its recoverable amount. A reversal of impairment loss is limited to the
assets carrying amount that would have been determined had no impairment loss been
recognized in prior years. A reversal of an impairment loss is credited to the Statement of
Financial Performance in the year reversals are recognized.

(o) Inventories

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

Costs incurred in bringing each product to its present location and condition is accounted
for, based on purchase cost using the weighted average cost method.

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

Net realizable value is the estimated selling price in the ordinary course of operations, less
the estimated costs of completion and the estimated costs necessary to make the sale,
exchange, or distribution.

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

(p) Cash and Cash Equivalents

Cash and cash equivalents comprise cash on hand and cash at bank, short-term deposits on
call and highly liquid investments with an original maturity of three months or less, which
are readily convertible to known amounts of cash and are subject to insignificant risk of
changes in value. Bank account balances include amounts held at the various commercial
banks at the end of the financial year.

(q) Nature and purpose of reserves

The Authority creates and maintains reserves in terms of specific requirements. The net
assets are made of up of designated funds and accumulated reserve which are explained as
follows:
(i) Staff Morigage Fund

The Authority established independently managed staff Mortgage Scheme Funds for
members of staff. The scheme is based on a minimum cash balance at the Kenya Commercial
Bank account commensurate with the mortgage amount. This cash balance, built up for the
scheme as a revolving fund.

(ii) Capital Fund
17




The Authority proposes to establish a Capital Fund in for the purpose of purchase of office
property plant and equipment.

(tii)Accumulated surpluses/Deficit
Accumulated surpluses/ (deficit) represent excess operating revenue over expenditure which
has accumulated over the years. These funds are available for utilization in the Authority’s

operations in the subsequent years.

(iv) Development Fund

Development fund represents the Authority’s investment in infrastructure assets as funded
by the exchequer development vote.

(r) Changes in accounting policies and estimates

The Authority recognizes the effects of changes in accounting policy retrospectively. The
effects of changes in accounting policy are applied prospectively if retrospective application
is impractical.

(s) Employee Benefits

The Authority provides retirement benefits for its eligible employees. The Authority
operates defined contributions provident fund administered by an independent
administration company and trustees and which is funded by both the employee and
employer.

The Authority and its employees also contribute to the statutory pension scheme, The
National Social Security Funds (NSSF). Contributions are determined by the local statute.
The Authority also sets aside on monthly basis the gratuity for its employees who are on
contract basis.

The contributions to fund obligations for the payment of retirement benefits are charged to
the statement of financial performance in the year in which they become payable.

The total expense recognized in the income statement of Shs Million (2021-2022: Shs 138.2
Million) represents contributions payable to the plan by the Authority at rates specified in
the rules of the plan. The expense has been included within the staff pension costs under
staff costs.

(t) Comparatives

Where necessary, comparative figures have been adjusted to conform to changes in
presentation of the Financial Statements as required by International Public Sector
Accounting Standards and any amendment whenever necessary in the current year

(u) Subsequent Events
There have been no events subsequent to the financial year end with a significant impact on
the financial statements for the year ended June 30, 2022.
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5. CRITICAL ACCOUNTING ESTIMATES, JUDGEMENTS AND ASSUMPTIONS
In the process of applying the Authority’s accounting policies, the directors have made

estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities as at the date of the financial statements and
the reported amounts of revenues and expenses during the reporting period.

Estimates and judgments are continually evaluated and are based on historical experience
and other factors, including expectations of future events that are believed to be reasonable
under the circumstances. Although these estimates are based on the directors’ knowledge of
current events and actions, actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognized in the period in which the estimate is revised if the
revision affects only that period or in the period of the revision and future periods if the
revision affects both current and future periods.

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

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

e  Whether the assets are impaired,;
e The classification of financial assets;
e The going concern.
(b) Critical Accounting Estimates and Assumptions

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

(i)  Contingent Liabilities

As disclosed in these financial statements, the Authority is exposed to various contingent
liabilities in the normal course of business. The directors evaluate the status of these
exposures on a regular basis to assess the probability of the Authority incurring related
liabilities. However, provisions are only made in the financial statements where, based on
the directors’ evaluation, a present obligation has been established.

(ii)  Provision for Doubtful Debts

The Authority reviews its receivables to assess the likelihood of impairment. Provision for
impairment of receivables is established when there is objective evidence that the Authority
will not be able to collect all amounts due. Where necessary, an estimation of the amounts
irrecoverable is made in that year. Provision for impairment shall be recognized upon
approval by the Board of Directors.

(iii)  Other Provisions

Other provisions are recognized when the Authority has legal or constructive obligation as
a result of past events, for which it is probable that an outflow of economic benefits will be
required to settle the obligation, and a reliable estimate can be made of the amount of the

obligation.
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(iv)  Impairment Losses

At each reporting period end, the Authority reviews the carrying amounts of its tangible and
intangible assets to determine whether there is any indication that those assets have suffered
an impairment loss. If any such indication exists, the recoverable amount of the asset is
estimated in order to determine the extent of the impairment loss.

Where it is not possible to estimate the recoverable amount of an individual asset, the
Authority estimates the recoverable value of the asset. Any impairment losses are recognized
as an expense immediately. Where an impairment loss subsequently reverses, the carrying
amount of the asset 1s increased to the revised estimate of its recoverable amount. A reversal
of an impairment loss is recognized as income immediately.
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6. Road Maintenance Levy
10% Constituency Links Roads
10% Special allocation
22% Constituency Roads Fund
RMLF Operations
Total Road Maintenance Levy

7. Other Government Grants
Development Projects

Spot Improvement Projects(Public Participation)
Administrative funds
Total Government Grants

Deferred Income
Transfer to Development Fund

8. Development Partners Grants
European Union

L’ Agence Frangaise de Développement(AFD)
German Develpment Bank(KFW)
AFD-Interest

BADEA
Total Development Partners'Grants

9. Finance Income
Interest from deposits

Total Finance income

10. Other Income

Receipts from sale of tenders
Disposal of Assets

Recall of Performance Guarantees
Other Levies

Total other income

11. Rental Revenue
Receipts from operating lease rental

Total Rental revenue

Rental income is rent income received from various Regional Office camps. The propeties

were inherited from our Parent Ministry.

21

2022-2023  2021-2022
Shs'000 Shs'000
5,615,091 3,329,411
4,648,427 13,534,796
12,352,473 7,350,743
3,793,605 3,510,716
26,409,506 27,725,667
22,641,850 19,160,087
15,060,064 17,799,054
37,701,914 36,959,142

(22,641,850)

(19,160,087)

15,060,064 17,799,054
: 44,795
3,047 -
451,383 476,150
454,430 520,045
899,756 1,225,481
899,756 1,225,481
194 545
- 571
: 48,226
3,108 1,969
3,302 51,311
1,125 1,075
1,125 1,075




12. Road Works Expenditure
RMLF 10%-Critical Link Roads

RMLF 22%-Constituency Roads Fund

10%-Special Allocation

Donor Funded Projects

Refund Donor EU/KFW

GoK Spot Improvement Funds
Coffee Cess

Equilisation Fund

Total Road Works Expenses

13. Directors’ Costs
a.Executive Directors
Emoluments

b.Non Executive Directors
Emoluments
Traming and field activities

Total Directors Costs

14. Employment Costs
Salaries and Wages

Pension and Gratuity costs
Medical and Insurance
Training and Development
Travelling and accomodation
Other Staff welfare costs

Total employment Costs

15. Repairs and maintenance

Office building

Furniture and equipment

Motor vehicles

Total Repairs and M aintenance

2022-2023  2021-2022
Shs'000 Shs'000
3,647,667 3,994,932
8,202,645 7,950,824
12,240,170 9,232,669
749,423 870,813
13,141,972 18,072,580
9,358 75,907
37,991,235 40,197,725
11,606 11,008
11,606 11,008
4,798 6,184
4,145 14,894
8,943 21,078
20,549 32,085
2,024,046 1,881,261
233,208 218,502
99,368 77,840
149,127 183,945
423,093 428,905
40,524 30,999
2,969,366 2,821,451
11,867 20,112
74,209 99,249
49,104 49,769
135,179 169,130
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16. Other Operating Expenses
Public relations and Corporate affairs
Audit Fees

Advertisement and publicity

Rent and Rates

Electricity and Water

Cleaning and sanitation

Fuel and other vehicle running expenses
Security

Consultancies

Legal Fees

Printing and Stationery

CRC and tender evaluation Expenses
Telephone, Internet and Postage
Bank Charges

Office expenses

Performance Contracting

Total Other Operating expenses

Taxes-The authority paid Corporation Tax on prior year Interest income .

17. Depreciation and Amortization
Property Plant and equipment

Total Depreciation Expense

18. Cash and cash equivalents

Cash m hand and Bank
Staftf mortgage Fund
Fixed term deposits

Total Cash and Cash equivalents

2022-2023 2021-2022
Shs'000 Shs'000

18,975 20,460

3,000 3,000

29,224 10,690

19,704 16,817

10,911 10,825

11,760 12,891
179,715 173,468
42,989 111,091
41,616 10,408
15,731 4,755

42,867 41,091
178,236 216,437
34,013 ISR

23,181 15,304

13,393 19,616

63,907 63,386
729,221 760,812

87,465 120,152
87,465 120,152
37,106,058 23,542,103

1,071 1,119
11,194,300 20,984,284
48,301,429 44,527,506

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

approved by Central Bank of Kenya as follows:
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2022-2023 2021-2022

Shs'000 Shs'000
KCB Bank Kenya limited 47,821,137 44,162,536
Equity Bank Kenya Limited 193,360 125,044
Cooperative Bank Kenya Limited 118,069 56,024
NCBA Bank Kenya Limited 168,863 183,805
Cash in Hand - 97
Total cash in hand and bank 48,301,429 44,527,506

For the purposes of the cash flow statement, cash and cash equivalents comprise balances
with less than three months’ maturity from the date of acquisition, including cash in hand,
deposits held at call with banks and other short term highly liquid investments with
original maturities of three months

19. Taxation
Current Income Charge - -
Tax Charge on Rental Income - -
Tax Charge on Interest Income 762,337 413,801
Deferred Tax - -
Original and Reversal of Temporary Differences - .
Income Tax Expense Reported in the Statement - -
76233741  413,801.31

20. a)Receivables from Exchange

i) Receivables from Exchange transactions(Current)

Contractors advances 20,173,825 19,921,388
Total Receivables from Exchange transactions 20,173,825 19,921,388

ii) Receivables from Exchange transactions(Long Term)
Contractors advances - -

Total Receivables =
Current Portion transferred to current Receivables 5

Total Non CurrentReceivables -
Total Receivables from Exchange transactions 20,173,825 19,921,388
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2022-2023 2021-2022

Shs'000 Shs'000

iii)Ageing Analysis for Receiveables from Exchange Transactions

Current % oftotal Comparative % of tota
Contractors advances
Less Than [ Year 178,577 1% 4,689,935 24%
Betweenl-2 Years 4.760,016 24%  (858,421) -4%
Between 2-3 Years (854,643) -4% 16,089,875 81%
Over 3 years 16,089,875 80% - 0%
Total 20,173,825 100% 19,921,388  100%

iv) Reconciliation for Impairment Allowance on Receivable from Exchange

Transactions

2022-2023 2021-2022
Impairment Allowance / Provision Jun-23 Jun-22
At The Beginning of the Year - -

Additional Provisions during the year - -
Recovered During the year - -
Written off during the Year - -
At the end of the Year - -

20(b) Receivables from Non Exchange transactions

Advances to Staff 25,806 43,271
Deposits and Prepayments 85,537 64,223
Other Receivables(Accrued Income ) 742,900 1,558,302
Total Receivables from Non Exchange transact 854,244 1,665,795
Total receivables 21,028,069 21,587,183

Ageing Analysis Receivables from Non-Exchange transactions

Less Than 1 Year 852,032 99.74% 1,622,525 97.4%
Betweenl-2 Years - 0.00% 19,731 1.2%
Between 2-3 Years - 0.00% 23,539 1.4%
Over 3 years 2,212 0.26% - 0.0%
Total 854,244 100% 1,665,795 100.0%

Receivables constitute short term liquid assets which are recoverable within one year.
Grants receivable represent development grants due from the National Government. The

maximum exposure to credit risk at the reporting date is the fair value of each class of
receivable mentioned above. The Authority does not hold any collateral as security. The

aged analysis of receivables is as follows:
25
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21. Inventories
Consumable stores

Total Inventories

26

2022-2023
Shs'000

3,114
3,114

2021-2022
Shs'000

6,644
6,644
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Kenya Rural Roads Authority
Annual Report and Financial Statements
For the year ended 30" June 2023

2022-2023 2021-2022
Shs'000 Shs'000
23. Road Infrastructure Assets
At 1st July 124,175,119 118,640,409
Transfer from work in progress 15,786,458 5,534,710

139,961,577 124,175,119

24.Capital Work In Progress

At st July 179,892,966 155,181,085
Additions 33,588,328 30,246,592
Transfer to Road Infrastructure Asset (15,786,458) (5,534,710)

197,694,836 179,892,966

Road Maintenance Levy Fund( RMLF) Contribution towards Work-In-Progress for Financial
year was ksh 2,116,573.974.63 being its contribution towards co-financing of infrastructure
projects.

25.Payables
(a) Exchange Transactions

Current:

Due to Contractors 54,227,073 38,629,061
Other Trade payables(General Suppliers) 529,230 2,047,725
Staff Creditors - 347
Other Payables(Accruals & provisions) 310,119 245,807
Total current 55,066,422 40,922,940
(b)Non Current:

Contract Retention 7,740,381 7,985,152
Total Non Current . 7,740,381 7,985,152

62,806,803 48,908,092

Current trade and other payables are expected to be settled in Authority’s normal operating cycle
and within twelve months after the reporting period and are not attached to an unconditional right
to defer payment of the liability.
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26. Employee Benefit obligations

Ksh’000 Ksh’000 Ksh’000
As at Ist July 2022 69,108 69,090 138,197
Additional Provisions 52,543 - 52,543
Provision utilised - - -
As at 30th June 2023 121,651 69,090 190,741

27. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES
The Authority has an integrated risk management framework/ strategy. The Authority’s approach

to risk management is based on risk governance structures, risk management policies, risk
identification, measurement, monitoring and reporting. The risk management policies and systems
are reviewed regularly to ensure they are in tandem with the micro and macro environment,
regulatory guidelines, industry practice, market conditions as well as the services offered.

The Authority recognizes the critical role the risk management will continue to play in its endeavor
to carry out its business in a dynamic environment. The Board is committed to ensure that
corporate governance and risk management are deeply entrenched in the Authority’s strategy and
culture. An elaborate risk management strategy that will provide direction on matters of policy and
guide the implementation and control has been developed.

The Authority core business involves major engagements with financial transactions and processes
which pose certain risks. Three types of risks are reported as part of the risk profile namely
operational, strategic and business continuity risks.

(i) Operational risks are events, hazards, variances or opportunities which could influence the
achievement of the Board’s compliance and operational objectives.

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

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

The Members of the Board have the overall responsibility for the establishment and oversight of

the Authority’s risk management framework. The Authority has delegated its risk management to

the Audit and Risk Committee. One of the responsibilities of this committee is to review risk

management strategies to ensure that an effective efficient and transparent system of risk

management is maintained for sustainable management of the Authority.

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

The financial management objectives and policies are as outlined below:
a) Liquidity Risk

Liquidity risk is the risk that the Authority will not have sufficient financial resources to meet its
obligations when they fall due or will have to do so at excessive costs. This risk can arise from
mismatches in the timing of cash flows from revenue and capital/ operational outflows, assets and
liabilities according to their maturity profiles and can occur where cash flow streams have been
discontinued, etc. Funding risk arises when the necessary liquidity to fund illiquid asset positions
cannot be met at expected terms and when required.

The objective of the liquidity and funding management is to ensure that all foreseeable operational
and capital commitment expenditure can be met under both normal and stressed conditions and
the mismatch is controlled in line with allowable risk levels.

The Authority’s has adopted an overall balance sheet approach which consolidates all sources and
uses of liquidity, while aiming to maintain a balance between liquidity, cash flows and interest rate
considerations. The Authority’s liquidity and funding management process includes:

e Projecting cash flows and considering the cash required and optimizing the short term
requirements as well as the long term funding, maintaining balance sheet liquidity ratios,

e Maintaining/soliciting for a diverse range of funding sources with adequate back up facilities,

The Authority has an established corporate governance structure and process of managing risks

regarding guarantees and contingent liabilities.

The primary sources of revenue for the Authority are receipts from the Kenya Roads Board, mainly
receipts from Road Maintenance Levy Fund, and Grants from the central Government and
Development Partners.

The table below summarizes the maturity analysis for financial liabilities to their remaining
contractual maturities
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Period Ended 30th June 2023
Less Than Between 1-3  Between 3-

1Month Months 12 Months  Over One Year

Due to contractors 54,227,073
Other Trade Payables - 529,230 -
Staff Creditors - - - -
Contract Retention - - - 7,740,381
Deferred Income - - -
Other Payables - 310,119 - -

- 839,348.95 54,227,073 7,740,381

Year Ended 30th June 2022
Less Than Between 1-3  Between 3-

1Month Months 12 Months  Over One Year
Due to contractors 38,629,061
Other Trade Payables - 2,047,724.84 -
Staff Creditors = 347.41 - .
Contract Retention - - - 7,985,151.98
Deferred Income 2 = z E
Other Payables - 245,807.00 5 =

- 2,293,879.25 38,629,061 7,985,151.98

b) Market Risk

Market risk is the risk that the fair value of future cash flows of financial instruments will fluctuate
because of changes in foreign exchange rates, prices and interest rates. The objective of market
risk management policy is to protect and enhance the Statements of Financial Position and
performance by managing and controlling market risk exposures within acceptable parameters,
and to optimize the funding of business operations and facilitate capital expansion. The Authority
is exposed to the following market risks:

(i) Currency Risk
The currency risk is minimal as most of cash and cash equivalents held with banks are dominated
in Kenya Shillings.

(ii) Price Risk

Kenya Roads Board collects Kshs. 18 per litre of diesel and petrol imported into the country, 32%
of which is disbursed to the Authority. The Authority is exposed to the extent that the levy on
diesel and petrol is reduced or eliminated due to changes in the international fuel prices, inflation
or other macro indicators.
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The Road Maintenance Levy Fund is backed up by an Act of Parliament and changes thereof
require approval by Parliament.

(iii)  Interest Rate Risk

The Authority’s financial condition may be adversely affected as a result of changes in interest

rate levels. The interest rate risk is minimal as the Authority does not have any borrowings.

¢) Credit Risk

The maximum exposure of the Authority to credit risk as at the balance sheet date is as follows:

Period Ended 30th June 2023

Past Due Date  Past Due
Fully but not Date and
Performing Impaired impaired Total
Advances to Staff 26,574 26,574
Contractors advances 20,173,825 20,173,825
Deposits and Prepayments 85,537 85,537
Other Receivables 742,900 742,900
Cash at Bank 48310,770 48,310,770
69,339,606 - - 69,339,606
Period Ended 30th June 2022
Past Due Date  Past Due
Fully but not Date and
Performing Impaired impaired Total
Advances to Staff 43271 43271
Contractors advances 19,921,388 19,921,388
Deposits and Prepayments 64,223 64,223
Other Receivables 1,558,302 1,558,302
Cash at Bank 44,527,506 44,527,506
66,114,690 - - 66,114,690
d) Operational Risk

Operational risk is the risk of direct or indirect loss arising from a wide variety of causes associated
with the Authority’s processes, personnel, technology and infrastructure and from external factors
other than credit, market and liquidity risks such as legal and regulatory requirements and generally
acceptable standards of corporate behavior.
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The Authority secks to ensure that key operational risks are managed in a timely and effective
manner through a framework of policies, procedures and tools to identify, assess, monitor and
report such risks.

The Authority’s objective is to manage operational risk so as to balance the avoidance of financial
losses and damage to the Authority’s reputation with overall cost effectiveness and to avoid control
procedures that restrict initiative and creativity.

The primary responsibility for the development and implementation of controls to address
operational risk is assigned to senior management. The responsibility is supported by the
development of overall standards for the management of operational risk in the following areas:

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

(11) Requirements for the reconciliation and monitoring of financial transactions;

(111) Compliance with regulatory and legal requirements;

(1v) Documentation of controls and procedures;

(v) Requirements for the yearly assessment of operational risks faced and the adequacy of
controls and procedures to address the risks identified;

(vi) Requirement for the reporting of operational losses and proposed remedial action;

(vii) Training and professional development;

(viii) Ethical and business standards; and

(ix) Risk mitigation, including insurance where it is effective.

Operational risks are managed by the Intemal Audit function established to spearhead and
coordinate risk management activities. The measures taken include proactively identifying,
analyzing and mitigating risks in all facets of the business.

¢) Compliance and Regulatory Risk

Compliance and regulatory risk includes the risk of non-compliance with regulatory requirements.
The Authority has complied with all externally imposed requirements throughout the year.

f) Legal Risk

Legal risks is the risk of unexpected loss, including reputational loss, arising from defective
transactions or contracts, claims being made or some other event resulting in a liability or the loss
for the authority, failure to protect the title to and inability to control the rights to assets of the
Authority (including intellectual property right), changes in law, or jurisdictional risk.

The Authority manages legal risk through the legal function, legal risk policies and procedures
and the effective use of internal controls and external lawyers.
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28. Related Parties Balances and Transactions
The Authority 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 Authority, or vice versa.
Members of key management are regarded as related parties and comprise the Director General
and senior managers.

(a) Related party transactions

The following transactions were carried out with related parties during the year.
2022-2023 2021-2022

Shs'000 Shs'000
(i) Receipt and Transfers
The Government of Kenya 37,701,914 36,959,142
Kenya Roads Board 26,409,596 27,725,667

64,111,510 64,684,808

(ii)Directors Emoluments

Emoluments -Executive directors 1 1,606 11,008
Emoluments - Non Excutive directors 4,798 6,184
Training and filed activities 4,145 14,894

20,549 32,085

(b) Outstanding balances arising from non-exchange transactions
The following were outstanding balances with related parties as at 30™ June 2023

Receivable from related parties - -

Payable to related parties 69,090 69,090

Receivables from related parties can be analysed as follows:

The Government of Kenya - E
Kenya Roads Board - -
Key management personnel - -

Payables to related parties can be analysed as follows:
Key management personnel 69,090 69,090

29. Contingent Assets and liabilities
i) Contingent Liabilities

Due to the uncertainty of the outcome of our Legal cases, it is not practically possible to estimate
the resulting liabilities and the effect they are likely to have on the results of the Authority’s
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operations, financial position or liquidity. Therefore no provision has been made in the financial
statements.

2022-2023 2021-2022

Shs'000 Shs'000
ii) Contingent assets
Contingent Assets Shs'000 Shs'000
Advance Guarantees 21,509,582 20,384,746
Performance Guarantee 27,108,035 23,308,035

48,617,618 43,692,782

30. Capital Commitments

Authorised and contracted for = L

Non-cancellable operating lease rentals are payable as follows:

Operating lease rentals 2022-2023  2021-2022
Jun-22 Jun-21

Non-cancellable operating lease rentals are payable as follows Shs'000 Shs'000

Within one year - -

Later than one year but within five years = =

The Authority has leased office premises under an operating lease. The lease typically runs for 5
years with an option for renewal. Lease payments are increased accordingly to reflect market
rentals. The Authority does not have an option to purchase the leased asset at the expiry of the
lease period. There are no contingent rents recognized in the Statement of Financial
Performance.
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31.  Reconciliation of surplus as per Budget statement and statement of financial

performance
2022-2023
Jun-23
Shs'000

Surplus asper statement of Budget and Actual amounts 132921
Less: Taxation (762,337
Add: Transfer of Roadwork Costs to Infrastructure assets -
Less: Transfer to Development Fund
Add: Transfer from Deferred Income
Surplus(Deficit) as per Statement of financial performamnce (629,416)

32. Fair value
The directors consider that there is no material difference between the fair value and carrying
value of the Authority’s financial assets and liabilities, where fair value details have not been

presented.

33. Events after the reporting period
There were no material adjusting and non- adjusting events after the reporting period

34. Ultimate and holding entity
The Authority is a State Corporation under the Ministry of Roads and Transport State Department

of Roads. Its ultimate parent is the Government of Kenya.

35. Currency
The financial statements are presented in Kenya Shillings (Kshs.’000).
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Kenya Rural Roads Authority

Annual Rva'r and Financial Statements
For the vear ended 30" June 2023

Diate FY towhich ihe
Partieslirs Date Receivedas per| Balance for Prior | Current Yoar 2022- Dishursed| o recebved during the year amaut relates
Bank Statcment Year{2021720212) o013 202242023
A 22% ROAD MAINTENANCE LEVY FUND
= XY
- [2RyH
KREVDGEN VA MLV 29 Dee22 2, Tl 20 91K 0 3,740, 30005 B | 20220
KRE DOFEIN YAV VI59) YMar23 3,740,200,91K00 3,740, 200,9 18 00 | 20221023
KRB DGFIN VA Vol VI[59) HiMar2d 3, 7000, 300,91 K00 3,740, 300,9 18,00 | 20233033
KREDOEIRN VANV VG 18 ar 23 1 U314 70,0 0 03 KT HIO. 00 | 2022 2023
- |20 N
(Todal 22% RMLF - 12.352.472.754.00 - 12.352.472.954.00
I, 1% RMLF CRITICAL LINKS
RREDGEING ANV L VA1) 16hEar 23 LS, EH0, DO 391500000000 | 2022 3025
FREDGFIN AN LV 59 Tidar2d 1, TN 090, 12700 1,700,091, 327.00 | 20223013
[Todal RNLF-10% - Critieal Links - 5.615091,327.00 - S5.615,001327.00
. RMLF CS AND OTHER. ALLOCATION
KRBDGFINYANLVIL ITNgw/ 22 2006,557,327.00 2,0036,857,327.00 | 202272023
KREDGFIN YA VoLV 2WDew' 2 119,633,000,00 119,638, 000.00 | 20222023
ERB'DGFINYANalM{11) W Dec' Xl 10,7 17, 24000 10,717, 240000 | 20222023
KRBT FIN VA NVaL VIR 28 Dec'22 26591, 3L, 000 0 2,661,309, 00000 | 20322033
KRB'DGFINVANVaLITS) WDeci22 A, S0, DM, M SR U0, 00,00 | 203272003
FIREY DR FING A A Vol IR 1vFebiza 1,386, 766 D0 1,386, 766,000, 00 | 202273023
KRB DGFIN ANV VIGE) IMap?y 1,756,747,57 100 1, 756,747,571L.00 | 30322023
Tatal RMLF C5 AND DTTER ALLOCATION = H.041,032,138.00 H.442,002,135.00
DLRMLF GOK Projecis
e RRA OB VoLY/ 1015) - - b
MOTIHUD & PW A 4.20CVOL LTS -
(MOTIHUD & PW/A 421 0VOL L VEH7) -
Tatl Overheaids Funis - - - -
TOTAL RMLF FLNDS Cash Requesi - 26,409,596.2 19.00 - 16,409,506,119.00
E GOK EXCHEQUER FUNDS
[} M-Sep-22 L ASH 40094000 (20222023
bl MhSep-22 E210 458, 179,00 | 20222023
£ MH-Scp-22 L0635, 112,00 | 302272023
4 M-Sep-12 106, 250, 0000 | 02272023
5 Jk-Sep-22 144, 33135600 | 0222022
L 24-Tan-23 T45 947 83700 | 20222023
T 24-Fam-23 HIXB60,670.00 | 222023
L 4-Jan-23 T80, 208,083.00 | 20222023
L -Feb-13 10, S00,000.00 | 20222023
10| Bi-Feb-13 YRS, M2 R.00 | 3022 3003
1] 10-Feeb-23 BAY, 1 50L(00,00 | 2223003
13 21-hin-23 ! S0 TN, 0L 00 | 2022/ 2023
i3 2-Jun-23 G, 2,100 00 94, 238, 000100 | 202272023
1] -lun-23 172,500,600, 00 1,720,500,000.00 | 20223023
5} 27-Jun-2% 2 i, 500,000.00 2,600,500, 000.00 | 2022/ 023
16} 29-Jun-23 145,000, (01 60 1,249, 00K, 000.00 12022/2023
7 29-Jun-23 1,718,500, 00000 1,719, 5060, 0.0 | 202272028
I& 29-Jan-2% 50, S0, 0. £ 1,690, 500, 000,00 | 202272028
9 27-lun-23% 1, TS, 0,00 €40 1, T 0N, D000 | 20022 2028
0 -Jun-2% 73,907,500.00 |2022/2023
2 27-Jun-23 745,707, LU0 20222028
] 25-Jun-2% 2,540,655, 156,00 1202272033
n 2-Jun-23 FA3664, 167.00 1202272025
.l 25 Jun. 23 676,792, 51200 676,792, 512.00 |202272023
25 T-Jun-2% 1,786, 500, 000,00 1,786,500, 00M0L.G0 |202202%
26 27-lun-23 243 376,201, 2142,00 20222033
7 27-lun-23 1,366,275 85100 | 202272028
28 27-Jun-13 425,959, 14 1.00 | 20222023
a0, 41423 192,000, 0040 00 192 6000, 062,00 | 202272028
A0) I5-Juk22 20,000,001 £H) 20,000,000.00 | 202272023
LV S And Camvetianal 34,436,922,793.00 - 34,636,922, TH3.00 -
Annui ty Funds
Intex RAF Tnvoice 17 29.Jul22 851, T86,735.40 RS1, 786, 735,40 (202272021
Consubrant-LEA Associates-invoive 4 12-Aug-22 7,TH5.085.00 7,785,089.00 | 20222023
Intex RAF Invoice 18 18-More-12 TBA 437,005,540 THA, 43700550 | 20222021
Consubtant-LEA Assochates-Invorve 0] 13--Dec-22 &, TAL 05000 B, 742050.00 | 20222023
Intes RAF Invoice 19 3-Feh-13 T RTE 90015 TWLETI MRS | 023 L
Consubtant-LEA Associates-Invaive 02 3-Feb-23 B,204, 2538 K] B, 210 254,00 (20222023
Consubiant-LEA Associates-Invore 10 3-Feb-13 K05 71200 B9, 7200 | 20222023
|Consultant-LEA Associates-lnvoive (4 1-dar-2% HHAL200 R EIL 25000 | 2020 223
= Itant-LEA Arzoci Invonve (1% 14-Apr-21 B655,527.00 9,655, 527.00 | 20223023
[Consultant-LEA Assoeiates-lavoke 06 B-Juif-23 0626, 365 00 9,626, 36800 | 2022/ 2023
Consultant-LEA Associates-lnvone 17 Fun-2) G742, 909.00 9,742, 10900 | 20222023
Consuliant-LEA Associates-lnvoe 45 H-huin-23 §,391,07L00 9,301 07300 | 20223033
Intex RAF Invoice 20} T-hat23 $50.000,319.00 S50,900, 319,00 | 20223023
Total Annuity Funds - 3,064,991 465 - L0699 465
Tatal GOK Excheipier Funds - 37,701,914, 244 - 37,701,914,248
F. DEVELOPMENT PARTNERS
AFD-GOK Counter Fam -
[Tatal Development Pariners - - L =
[TOTAL FUNDS RECEIVED - 64,111 ,510.467 - 64,011, 510467
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