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1. Acronyms and Glossary of Terms

CBK Central Bank ofKenya

ICPAK lnstitute of Certilied Public Accountants of Kenya

IMF Intemational Monetary Fund

IPSAS Intemational Public Sector Accounting Standards

NT National Treasury

PFM Public Finance Management.

PSASB Public Sector Accounting Standards Board

WB World Bank

Comparative FY Financial year preceding the current financial year.
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2. PROJECT INFORMATION AND O!'ERALL PERFORMANCE

2.1 Name and registered office

Name

Objective

The key objective of the project is building climate resistant infrastructure to mitigate the

impact of drought and floods and to improve livelihoods and reinforcing food security in

the 6 ASAL Regions (Laikipia, Meru, Tharaka Nithi, Isiolo, Samburu and Marsabit)

Address: The project headquarters olTices are Nairobi, Nairobi County, Kenya.

The address of its registered oflice is:

Kenya Rural Roads Authority

Barabara Plaza, Block B.

Airport South Road

P. O. Box 48 l5l - 00100 Nairobi.

Contacts: The following are the project contacts

P.O. Box:48151 - 00100 Nairobi

Telephone: +254 7l I 85 I 103

E-mail: dg@kerra.go.ke

Website: www.kema.qo.ke
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Project information and overall performance (co[tinued)

2.2 Project Information

2.3 Project Overview

Project Start Date: The project start date is 2nd October, 2020

Projecl End Date The project end date is l't October,2026

Project Manager The project manager is Eng. S. N. Mwangi

Project Accountant The project Accountant is CPA Jane Murage

Project Sponsor: The project sponsors are, the Covernment of Kenya (GoK), the

Delegation of the European Union in Kenya and the Agence

Francaise De Developpement (AFD)

Line Ministry/State

Department of the project

The project is under the implementation by the Kenya Rural

Roads Authority (KeRRA) which falls under the State

Departmenl for Roads, Ministry of Roads and Transport.

Project nurnber CKE IIIT

Strategic goals of the

project

The strategic goals of the project are as follows:

(i) Ensure that communities in the ASAL regions

secure access to local socio-economic social

services and to the main road network to increase

their resilience to drought and other effects of

climate change including improved food security;

(ii) Stimulate investment and growth, lower the cost of

doing business, and improve thc security and

stability of the regionl and

(iii) Promote the integration of the ASALs with the rest

of Kenya and the wider region.
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Summary of Project

Strategies for achievement

of strategic goals

The project management aims to achieve the goals

through the tbllowing means:

(i) Construction ofabout 8ll km of road to all weather

standards. This comprises of l06km of low volume

seal and 725km of gravel roads;

ii) Job creation for the local population since the

construction will use labour based melhods;

(iii)Strengthening the managerial, administrative and

technical capacities for road planning, procurement,

supervision and monitoring of road maintenance and

climate proofing ofthe relevant Road Agencies and

Project Counties through training and capacity

building;

(iv)Additional knowledge to contractors and staffofthe

consulting companies on labour based technology in

the design, construction and maintenance roads; and

Environmental protection and management of natural

resources within the focal area.

Other important

background information of

the prqiect

ASAL areas have the lowest developmenl indicators and the

highest incidence ofpoverty in Kenya. The Vision 2030

Development Strategy for Nonhern Kenya and other Arid

Lands aims to improve infrastructure in ASAL areas in order

to reduce wlnerability to drought by increasing access to

markets and basic services.

To achieve this, the Govemment of Kenya in January 2016

requested AFD and EU to consider supporting a Climate

Proofed Rural Roads Project in some selected ASAL regions

in Kenya.

\.lI
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Six (6) Counties were selected to benefit from this initial round

of financing. They include; Laikipia, Isiolo, Marsabit, Samburu,

Meru. Tharaka Nithi.

Areas that the project was

formed to intervene

The project was formed to intervene in the following

problems/gaps:

(il Job creation for the local population through the

use of labour based methods in construction;

(ii) Strengthening the managerial, administrative and

technical capacities for road planning,

procurement, supervision and monitoring of road

maintenance of the relevant Road Agencies and

Project Counties through training and capacity

building:

(iii) Additional knowledge to contractors and staff of

the consulting companies on labour based

technology in the design, construction and

maintenance of roads: and environmental

protection and management of natural resources

within the focal area.

Project duration Six (6) Years

vlll



Il'l) -.lS.ll. lluutl lloul; Pnlect
lnnuul Rtlutrt und I-inuntiul .St t.',n t',rt\ .lirr tht, liuunciul .ltar rnlad .lunt -ll), )(DJ

Project Information and Overall Performance (Continued)

2.4 Bankers

The following are the bankers for the project:

(i) Kenya Commercial Bank Ltd

(ii) Co-operative Bank of Kenya Ltd

2.5 Independent Auditor

The project is audited by the Auditor Ceneral Office

2,6 Roles and Responsibilities

Names Title

designation

Key

qualification

Responsibilities

Eng. Philemon K. Kandie,
ds(.t kcn'a-gtl.ke

nhi lcrntu. kandie(r.kcn'a. ro.ke
+254 07'77 85 | 1 03,0207807600

Director General BSc Hons. P. Eng.,

MIEK. MSc. MBS.

Accounting Otficer

Eng. Enoch K. Ariga

dnde(n.kcrr-a. tro.ke

Enock.ariea(nrken'a.so.kc

+254 077 7 85 I I 03,0207 807 602

Director

(Planning,

Design &

Environment)

BSc Hons, P. Eng.,

MIEK. MA

(Planning)

Supervisor

Eng. Samuel N. Mwangi
tlDdc(a kcr:'a.so. ke

samuel.mwangi@kena.go.ke
+254 07 7 7 115 I | 03.0207807602

Project Manager BSc Hons, MIEK,

R. Eng.

Coordinator of the

Program Activities

CPA Jane Murage
dcs(a rkema.s0.ke
tanc.murage(n kerra. !ro.ke
+254 0777851 t 03.0207807601

Proj ect

Accountant

BBA(Acc), CPA(K),

ICPAK,

MBA(Acc)

Accountant. support

the project team

regarding compliance,
payments and reports.
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2.7 Funding summary

The Project is fbr duration of 6 ycars from 2020 to 2026 rvith an approved linancing plan o[ Euro

8,600000 directly kr G.O.K and EUR 750,000 managed directly by AFD.

\
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Project infornration and ovcrall performance (continued)

B. Application of Funds

Apfllcation offundr Atmunt recehEdlo date (30th June 2024)
Cumulsairc Amunt Fid fo d.tc - (30dr

June 2024)
ljnutilked b.lance to
&E 30th June 2O2,t

I)onor
cuncaalr(Euro)

Ks*s
Donor
cunenq,(Euto)

I(s/rs
Donot
cunefiqt(Eum)

f,.crrt

(A) (A) (B) (B) (A'{B) (A)48 )
(i) (;r:rnl

A I'I) I..r57.1t5 219.( )(17.9lo
l.-157.2-r5 5t.19().6()l l('1,'711 1l'7

(i i) l-oan Suntnrart

AIil) l1ran 3.116.51{8 47t.3e7.1{75 1.1-1(r.5lis 47t.197.1i75

{.5 9 -',r ,lt 2.1 6S0,{05,785 J.5q-1.8 2.t 52-3,688,568 t66.717,1t7

i(ii) Counlerpart fun(k

Cirr crrrrrrenl o l- Kcnva '171 7:1 I 5(, I (t9 51.1 lr)1,(>.17 14.19i.961{ I l:.0,-l 'll s?i ssat

lvl isce llrncou s RL'cciDls

Total J,06?,S65 7{6.575309 4.755.471 5,17.982.5-16 212.09.1 | 98-ss2.77-1

xll
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2.8 Project information and overall performance (continued)

Section 8l (2) (t) of the Public Finance Management Act, 2012 requires that. at the end ofeach

financial year, the Accounting Oflicer when preparing financial statements of each National

Government entity in accordance with the standards and formats prescribed by the Public Sector

Accounting Standards Board includes a statement ofthe national govemrnent entity's performance

against predetermined objectives.

The key development objectives of the project's agreement/ plan are to:

a) Link administrative towns and villages.

b) Expand and integrate the road network with the capital Nairobi.

c) Contribute to economic and social development of the area.

Year 2022t2023 2023t2024

Absorption t1% 64%

2.9 Summary of Project Compliance

The Project has ensured that all the activities comply with the laws of the Republic of

Kenya and that all regulations and procedures have been followed. The project has

thereflore fully complied with both the financing agreement and other statutory

requirements.

\ur
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3. STATEMENT OF PERFORMANCE AGAINST PROJECT'S PREDETERMINED

OBJECTI\/f,S

The Director General Kenya Rural Roads Authority and the Project Coordinator for AFD-

ASAL project are responsible for the preparation and presentation of the Project's financial

statements, which give a true and fair view ofthe state of atfairs of the Project for and as at

the end ofthe {inancial year (period) ended on June 30, 2024.

This responsibility includcs:

(i) Maintaining adequate financial management arrangement 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 l'inancial position ofthe project.

(iii) Designing. implementing and maintaining intemal controls relevant to the

preparation and fair presentation of the financial statement. and ensuring that they

are free from material misstatements. whether due to error or iiaud.

(iv) Saftguarding the assets of the project;

(v) Selecting and applying appropriate accounting policics.

1vi) Making accounting estimates that are reasonable in lhe circumstances.

Introduction

Section 8l (2) (0 of the Public Finance Management Act,20l2 requires that, at the end of

each financial year. the Accounling Officer u'hen preparing financial statements of each

National Govemment entity in accordance with the standards and fonnats prescribed by the

Public Sector Accounting Standards Board includes a statement ofthe national government

entity's perlbrmance against predetermined objectives.

The key development objectives of the pn.tjctt's ugreentent/ plan are:

a) Construction of about 831 km of road to all weather standards. This comprises of

I 06km of low volume seal and 725km of gravel roads:

b) Job creation for the local population since the construction will use labour based

methodsl

c) Strengthening the managerial, administrative and technical capacities for road

planning. procurement, supervision and monitoring ofroad maintenance and climate
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proofing of the relevant Road Agencies and Project Counties through training and

capacity building

d) Additional knowledge to contractors and staffofthe consulting companies on labour

based technology in the desigrr, construction and maintenance roads; and

Environmental protection and management ofnatural resources within the focal area.

Progress on attainment of strategic development objectives

Below we provide the progress on attaining the stated objectives:

N/A = the actual physical works are yet to sta(

ProJect Objective Outcome Indlcetor Performance

ASAL Rural

Roads

Improve 9l I km to all
weather standards, 106 km
LVS and 805 km gravel
roads

Increase in
passable road
network

Km completed N/A

Employment creation Improved living
standards

No. ofjobs
created along
the demo roads

N/A

lnstitutional strengthening
to Road agency, counties
and contractors

Eflicient
systems

No. of staff
trained

N/A

Provide secure access to
Iocal socio-economic
services

Reduction in
travelling time
and costs

Cost of
transport

N/A

\\
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4. ENVIRONMENTAL AND SUSTAINABILITY REPORTING

The ASAL Rural Roads Rehabilitation Project will contribute to access to local economic and

social services (markets, schools, health centers and public administration), and to the main road

network that increases their resilience to drought and other eflects of climate change thus

conlaining the impact of drought and improving food security. Below is a briel highlight of our

activities that drive towards sustainability.

Environmental performance

The project recognizes the provisions in the Constitution of Kenya. of the right to a clean and

healthy environn,enl to every person, and the right to have the environment protecled for the

benefit of present and lulure generations through legislative and other measures. The project

acknowledges that its various operations have potential impacts on the environment. It is.

therefore, the project's commitment to conserve natural resources, maximize eco-elficiency,

reduce wasle and climate change impacts, and prevent pollution throughout its operations.

The project adheres lo the AFD Policy on Environmental and Social Responsibility and the

Environmental and Social Management Framework which rvas formulated to conform to the

Govemment's strategies as highlighted in the National Envirorunenl Policy. By these Policies, the

Performance Contracting guidclines and the requirements ofthe Environmental Management and

Coordination Act. the project has implemented various activities to rnitigate against loss of

vegetation, *.ater, air. noise and other forms ofpollution, competition lbr available water sources.

wasle generation, landscape changes (material borrow pits), community health and occupational

health and safety, disruption of community and road sa['ety. ln addition to promote environmental

protection and consen alion through stakeholder partnerships.

Environmenlal monitoring is a continuous process anchored on the ESMP in the various contracts.

It starts at construction and conlinues throughout the life of the road project. The project is also

premised on Climate proofing the roads right from design up to construction and maintenance.

Monitoring will involve the continuous or periodic review ofconstruction activities to determine

the effectiveness of recommended mitigation measures.

\.\ i
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5. STATEMENT OF PROJECT MANAGEMENT RESPONSIBILITIES

The Director Ceneral Kenya Rural Roads Authority and the Project Coordinator lbr AFD ASAL)

are responsible for the preparation and presentation ofthe Ploject's financial statements, which give

a true and fair view of the state ol affairs of the Project for and as at the end ol'the financial year

ended on June -30, 2024.

This responsibilily includes:

(i) Maintaining adequate financial management arrangemenl and ensuring that these continue

to be elfective throughout the reporting period.

(ii) Maintaining proper accounting records, which disclose with reasonable accuracy at any

time the financial position of the project.

(iii)Designing. implementing and maintaining internal controls relevant to the preparation and

fair presentation of the financial statement, and ensuring that they are free liom material

misstatements, whether due lo error or fraud.

(iv) Safeguarding the assets ofthe project.

(v) Selecting and applying appropriate accounting policies and

(vi)Making accounling estimates thal are reasonable in the circumstances.

The Director General Kenya Rural Roads Authority and the Project Coordinator for Climate Prool'

AFD ASAL project accept responsibility tbr the Project's financial statements, rvhich have been

prepared on the Cash Basis Method ofFinancia[ Reporting. using appropriate accounting policies in

accordance with Inlemational Public Seclor Accounting Slandards.

The Director General Kenya Rural Roads Authority and the Project Coordinator for Climate Proof

AFD ASAL project are ofthe opinion that the Project's financial statements give a true and fair view

of the state of Project's transactions during the financial year ended .lunc 30, 2024, and of the

Project's financial position as at that date. The Dircctor Ceneral Kenya Rural Roads Authority and

the Project Coordinator for Climate Proof AFD ASAL project further confirm tle completeness of

the accounting records maintained for the Project, which have been relied upon in the preparation

ofthe Project financial statements as well as the adequacy ofthe syslerns ofinternal financial control.

The Director General Kenya Rural Roads Authority and the Project Coordinator for ASAL-AFD

project confirm that the Project has complied fully with applicable Govemment Regulations and the

terms of extemal financing covenants. and that Project funds received during the financial year under

audit were used lbr the eligible purposes for which they were intended and w'ere properly accounted

lbr.

\\ ll
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Approval of the Project Financial Statements

The Project financial statements were approved on 26h Scptember 2024 and sigrred by:

XtM
Deputy Director (F & A)
CPA Matilda Wakere Ita.

ICPAK Member Number: 5469

lt rl .l.oLp

Project Coordinator
Eng. S.N. Mwangi

rrlrrlr.ouP

-P44
Director General
Eng. Philemon Kandie MBS

rrf rrlr,'rrp

E-

\l lll



REPUBLIC OF KENYA

Telephone: +254-(2o) j214ooo

Email: info@oagkenya. go. ke

(Ibsite:www.oagkenya.go.ke

HEADOUARTERS
Anniversary Towers

Monrovia Street
P.O Box 3oo84-ooroo
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REPORT OF THE AUDITOR.GENERAL ON ASAL RURAL ROADS PROJECT CREDIT
NO.CKE 117 01 H FOR THE YEAR ENDED 30 JUNE, 2024 - KENYA RURAL ROADS
AUTHORITY

PREAMBLE

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

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

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

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

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

The three parts of the report aim to address the Auditor-General's statutory roles and
responsibilities as provided by Article 229 of the Constitution, the Public Finance
Management Acl,2O12 and the Public Audit Act, 2015. The three parts of the report when
read together constitute the report of the Auditor-General.

REPORT ON THE FINANCIAL STATEMENTS

Opinion

I have audited the accompanying financial statements of ASAL Rural Roads Project set
out on pages 1 to 1 5, which comprise of the statement of financial assets

Report of the Auditor-Generol on .45.4L Rurul Roltdt Project Credit No. (:KE lllT 0l H.[or the yeor ended
30 June. 2021 Kenyo Rurul Roads Authorih'



as at 30 June, 2024 and the statement of receipts and payments, statement of cash flows
and statement of comparison of budget and actual amounts for the year then ended and
a summary of significant accounting policies and other explanatory information in
accordance with the provisions of Article 229 of the Constitution of Kenya and Section 35
of the Public Audit Act, 2015. I have obtained all the information and explanations which
to the best of my knowledge and belief, were necessary for the purpose of the audit.

ln my opinion, the financial statements present fairly, in all material respects, the financial
position of ASAL Rural Roads Project as at 30 June, 2024 and of its financial performance
and its cash flows for the year then ended, in accordance with lnternational Public Sector
Accounting Standards (Cash Basis) and comply with the Public Finance Management
AcL 2012 and the Financing Agreement No.CKE 1117 0'l H dated 02 October, 2020
between the Agence Francaise De Development and the Government of the Republic of
Kenya.

ln addition, the special account statement presents fairly, the special account transactions
and the ending balance has been reconciled with the books of account.

Basis for Opinion

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

Emphasis of Matter

Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects a final receipt budget
and actual on comparable basis of Kshs.846,000,000 and Kshs.694,882,742 respectively
resulting to under-funding of Kshs.151 ,117,258 or 18o/o of the budget. However, the
Project spent an amount of Kshs.544,060,744 against actual receipts of
Kshs.694,882,742 resulting to under-utilization of Kshs.150,821 ,998 or 22o/o of the total
receipts. The under-funding and under-utilization affected the planned activities and may
have impacted negatively on service delivery to the public.

My opinion is not modified in respect of this matter

Key Audit Matters

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

Rcport of tha ..luditor-Ganeral on .15.11, Rurul Roads Pnticct ('rcdit No. ('XE lll:01 ll lot the.tcor uuled
30.lune. 2021 - Kenya Rurul fuutls .,hulori4,
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Other Matter

Unresolved Prior Year Matters

ln the audit report of the previous year, several issues were raised under the Report on
Financial Statements, Report on Lawfulness and Effectiveness in Use of Public
Resources, and Report on Effectiveness of lnternal Controls, Risk Management and
Governance. Although Management had indicated the issues as resolved as at
30 June, 2024, no evidence was provided to support the position.

Other lnformation

The Management is responsible for the other information set out on page v to xix which
comprise of Project lnformation and Overall Performance, Statement of Performance
Against Predetermined Objectives. Environmental and Sustainability Reporting, and
Statement of Project Management Responsibilities. The Other lnformation does not
include the financial statements and my audit report thereon.

ln connection with my audit on the Project's financial statements, my responsibility is to
read the other information and in doing so, consider whether the other information is
materially inconsistent with the financial statements or my knowledge obtained in the audit
or otherwise appears to be materially misstated. lf based on the work I have performed, I

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

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) ot the Constitution and based on the audit procedures
performed, lconfirm that, nothing has come to my attention to cause me to believe that
public resources have not been applied laMully and in an effective way.

Basis for Conclusion

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

REPORT ON THE EFFECTIVENESS OF INTERNAL CONTROLS, RISK
MANAGEMENT AND GOVERNANCE

Conclusion

As required by Section 7(1)(a) of the Public Audit Act, 2015 and 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.

Report of tle .4uditor-General on.4S.1L Rurol Roads Projccr L'redit No. CKE lllT 0l H/or thc leer ended
30 June. 2021 - Kerrya Rural Roads Authorih'
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Basis for Conclusion

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

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

As required by the Agence Francaise De Development (AFD), I report based on my audit,
that:

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, adequate accounting records have been kept by the Project, so far
as appears from the examination of those records; and,

The Project's financial statements are in agreement with the accounting records and
returns.

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

ln preparing the financial statements, Management is responsible for assessing the
Project's ability to continue as a going concern, disclosing, as applicable, matters related
to going concern and using the going concern basis of accounting unless Management
is aware of the intention to cease operations.

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

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 efiective way.

Those charged with governance are responsible for overseeing the Project's financial
reporting process, reviewing the effectiveness of how Management monitors compliance
with relevant legislative and regulatory requirements, ensuring that effective processes
and systems are in place to address key roles and responsibilities in relation to

Report ol thc .4udiror-Gentol on ASAL Rurul Roudt Pnlect ('rcdit No. CKE I l17 0l tl lor the yeo ended
30 Jute, 2021 - Ken)tu Rurul Rouds Authoiq

4



a

governance and risk management, and ensuring the adequacy and effectiveness of the
control environment.

Auditor-General's Responsibilities for the Audit

My responsibility is to conduct an audit of the financial statements in accordance with
Article 229(4) of the Constitution, Section 35 of the Public Audit Act, 2015 and the
lnternational Standards for Supreme Audit lnstitutions (lSSAls). The standards require
that, in conducting the audit, I obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatements, whether due to fraud or error
and to issue an auditor's report that includes my opinion in accordance with Section 48
of the Public Audit Act, 2015. 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 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 conducting the audit, Article 229(6) of the Constitution also requires that I express a
conclusion on whether or not 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. ln addition, I

consider the entity's control environment in order to give an assurance on the
effectiveness of internal controls, risk management and governance processes and
systems in accordance with the provisions of Section 7(1)(a) of the PublicAuditAct, 2015.

Further, I am required to submit the audit report in accordance with Article 229(7) of the
Constitution.

Detailed description of my responsibilities for the audit is located at the Office of the
Auditor-General's website at: https. //www. oaq kenya.qo ke/auditor-qenerals-
respons ib ilities-for-aud it/. This description forms part of my auditor's report

FCPA cBs
AUDITOR.GENERAL

Nairobi

14 November, 2024

Report oJ the Audiutr-General on ASAI- Rurul Roads Project Credit No. ('KE lllT 0l Hld the )'eqr anded
l0 June, 2021 Kenya Rural Roads Authority
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controlled by the entity
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8, STATEI\IENT OF FINANCIAI, ASSETS AS AT 3OTII JUNE 2024

The accounting policies and cxplanalory notcs to lhese linancial statements firrm an integral part of thc
financial stalerrents. The financial statements rvcre approved on 26'h Septernber 2024 and signed by:
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Project Coor ator
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F.lt 2022t23
Descrlpdon Note
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Flnancial Assetri

C&sh and Cash equiralents

&an k Balances 'l 191r.592.772 17.110.775
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9. STATEI\IENT OF CASHFLOW FOR THE YEAR ENDED 3O'III JUNE 2024

The accounting policies and explanatory notes to these Iinancial statements lirrnr an integral pan ol'thc
Iinancial slatentcnts. The entity llnancial statements were approvcd on 26'l'Scptcmber 2024 and signed by:
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IO. STATEMENT OF COI\TPARISON OF BUDGET AND ACTUAL AMOUNTS FOR YEAR ENDED lOIII JUNE 2024

RecelDt/PayrEn8 ltem Ortgltrd Budget A{u!ttneuti I'lnd Buqct Actud on Cqnfnue
Br!Ir

Budget
Ijdllzrdon
Irflcrcnce

Yo of
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I I. SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies adopted in the preparation ofthese financial statements are set

out below:

a) Statement of compliance and basis of preparation

The financial statements have been prepared in accordance with Cash-basis IPSAS financial

reporting under the cash basis of accounting. as prescribed by the PSASB and set oul in the

accounting policy note below. This cash basis of accounting has been supplemented with

accounting for; a) receivables that include imprests and salary advances and b) payables that

include deposits and retentions. The tinancial statements comply u,ith and conlorm to the fbrm of

presentalion prescribed by the PSASB.

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

b) Reporting entity

The financial statements are for Climate Prool Project AFD-ASAL under the State

Depaflmenl for Roads. The financial statements are for the reporling entity Climate Proof

Project AFD-ASAL as required by Section 8l of thc PFM Act.20l2 .

c) Reporting currency

The financial statements are presented in Kenya Shillings (Kshs). which is the I'unctional

and reporting currency of the Project and all values are rounded to the nearest Kenya

Shilling.

d) Recognition of receipts

Clintatt, Proof .4FD ASAI. recognises all receipts from the various sources when the event

occurs, and the related cash has been received.

i) Transfers from the Exchequer

Transfer liom Exchequer is recognized in the books of accounts when cash is receil'ed.

Cash is considered as received when payment instruction is issued to the bank and notified

to the receiving entity.
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Signifi cant Accounting Policies (continued)

ii) External Assistrnce

External assistance is monies received through grants and loans from multilateral and

bilateral development partners.

iii) Other receipts

These include Appropriation-in-Aid and relates to receipts such as proceeds from disposal

of assets and sale of tender documents. These are recognized in the financial statements at

the time associated cash is received.

iv) Donations and grants

Grants and donations shall be recognized in the books of accounts \.,''hen cash is received.

Cash is considered as received when a paynent advice is received by the recipient entity or

by the beneticiary. In case of grant/donation in kind, such grants are recorded upon receipt

ofthe grant item and upon determination ofthe value. The dale ofthe transaction is the value

date indicated on the payment advice.

v) Proceeds from borrowing,

Borrowing includes extemal loans acquired by the Project or any other debt the Project may

take and will be treated on cash basis and recognized as a receipt during the year they were

received.

vi) Undrawn external assistance

These are loans and grants at reporting date as specified in a binding agreement and relate to

funding for the Project currently under development where conditions have been salisfied or

their ongoing satisfaction is highly likely and the project is anticipated to continue to

completion. An analysis ofthe Project's undrawn extemal assistance is shown in the funding

summary.

e) Recognition of payments

The Project recognises all payments when the event occurs. and the related cash has been

paid out by the Project.

i) Compensation to employees

Salaries and Wages, Allowances, Statutory Contribution for employees are recognized in the

period when the compensation is paid.
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ii) Use of goods and services

Goods and services are recognized as payments in the period when the goods/services are

consumed and paid for. If not paid for during the period wherc goods/services are consumed,

they shall be disclosed as pending bills.

iii) Interest on borrowing

Borrowing costs that include interrst are recogr.ized as payment in the period in which they

incur and paid for.

iv) Repayment of borrowing (principal smount)

The repayment of principal amount of borrowing is recogrized as payment in the period in

which the repayment is made. The stock of debt is disclosed as an annexure to the

consolidated fi nancial statements.
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Signilicant Accounting Policies (continued)

v) Acquisition of fixed assets

The payment on acquisition of property plant and equipment items is not capitalized. The

cost of acquisition and proceeds lrom disposal of these items are treated as payments and

receipts items respectively. Where an asset is acquired in a non-exchange transaction for nil

or nominal consideration and the fair value of the asset can be reliably established, a contra

transaction is recorded as receipt and as a pa),rnent. A fixed asset register is maintained by

each public entity and a summary provided for purposes of consolidation. This summary is

disclosed as an annexure to the consolidated financial statements.

vi) In-kind donations

In-kind contributions are donations that are made to the Project in the form ofactual goods

and,/or seruices rather than in money or cash terms. These donations may include vehicles,

equipment or personnel services. Where the financial value received for in-kind

contributions can be reliably determined, the Project includes such value in the statement of

receipts and payments both as receipts and as payments in equal and opposite amounts;

otherwise, the contribution is not recorded.

f) 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 rvilh 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 Central Bank ofKenya

and at various commercial banks at the end ofthe financial year. For the purposes ofthese

financial statements, cash and cash equivalents also include short term cash impresls and

advances to authorised public ollicers and/or institutions which were not surrendered or

accounted lbr at the end ofthe financial year.

8
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Signilicant Accounting Policies (Continued)

g) Restriction on cash

Restricted cash represents amounts that are limited/restricted lrom being used to settle a

liabiliry for at least twelve months after the reporting period. This cash is limited for direct

use as required by stipulation. Amounts maintained in deposit bank accounts are restricted

for use in refunding third part deposits.

h) Imprests and Advances

For the purposes ofthese financial statements. imprests and advances to authorised public

o{ficers and/or institutions which were not surrendered or accounted for at the end of the

financial year is treated as receivables. This is in recognition of the govemment practice

where the inrprest payments are recognized as payments when fully accounted lor by the

imprest or AIE holders. This is an enhancement to the cash accounting policy. Other

accounts receivables are disclosed in the financial statements.

i) Contingent Liabilities

A contingcnt liability is:

a) A possible obtigalion that arises from past events and whose existence will be confirmed

only by the occurrence or non-occurrence of one or more uncertain future events not

wholly within the control of the entity; or

b) A present obligation that arises from past events but is not recognised because:

i) It is not probable that an outflow of resources ernbodying economic benefits or

service potential will be required to settle the obligation: or

ii) The amount ofthe obligation cannot be measured with sufficient reliability.

Some ofcontingent Iiabilities may arise from: litigation in progress, guarantees, indemnities.

Letters of comlbrt/ suppon, insurance, Public Private Partnerships,

The Entity does not recognize a contingent liability but discloses details ofany contingencies

in the notes to the financial slatements unless the possibility of an outllow of resources

embodying economic benefits or service potential is remote. Annex 6 of this flnancial

statement is a regisler of the contingent liabilities in the year.
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Significant Accounting Policies (Continued)

j) Contingent Assets

(Tha Authority does not recognize a contingent asset. but discloses details oia possible asset

whose existence is contingent on the occurence or non-occurrence ofone or more uncertain

future events not wholly within the control oJ Kc RR4 in the notes to the financial statements.

Contingent assets are assessed continually to ensure that developments are appropriately

reflected in the financial statements. lf 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 slalements of the

period in which the change occurs.

k) Pending bills

Pending bills consisl of unpaid liabilities at the end oi the linancial year arising from

contracted goods or services during the year or in past years. As pending bills do not invr:lve

the payment ofcash in the reponing period. they recorded as 'memorandum' or'off-balance'

When the pending bills are finally settled, such payments are included in the statement of

receipts and payments in the year in which the payments are made.

l) Budget

The budget is developed on a comparable accounting basis (cash basis), the same acoounts

classification basis (except for accounts receivable - outstanding imprest and clearance

accounts and accounts payable - deposits. which are accounted for on an accrual basis), and

lor the same period as the financial statements. The Project's budget was approved as

required by Law and National Treasury Regulations. as well as by the participating

development partners, as detailed in the Govemment of Kenya Budget Printcd Estimates lbr

the year. The Development Projects are budgeted for under the MDAs but receive budgeted

lunds as transf'ers and account for them sepamtely. These transfers are recognised as inter-

entity transfers and are eliminated upon consolidation. A high-level assessment of the

Project's actual pertbrmance against the comparable budget for the financial year/period

under review has been included in u unncr b lhese linuncial slutcnrcnts.

lo
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Signifi cant Accounting Policies (Continued)

m) Third party payments

lncluded in the receipts and payments, are pa)ments made on its behalf by to third parties in

form of loans and grants. These payments do not constitute cash receipts and payments.

and are disclosed in the payment to third parties' column in the statement of receipls and

paynrents.

n) Exchange rate differences

The accounting records are maintained in the functional currency ofthe primary economic

environment in which the Project operates (Kenya Shillings). Transactions in foreign

currencies during the yearlperiod are converted into the functional currcncy using the

exchange rates prevailing al the dales of the transactions. Any foreign exchange gains and

losses resulting from the settlement ofsuch transactions and from the translation at year-end

exchange rates of monetary assets and liabitities denominated in foreign currencies are

recognised in the statements ofreceipts and payments.

o) Comparative figures

Where necessary comparative ligures for the previous financial year/period have been

amended or reconfigured to conform to the required changes in financial statement

presentation.

p) Subsequent events

There have been no events subsequent to the financial year/period end with a significant

impact on the financial statements for the year ended June 30. 2023.

q) Prior period adjustments

Prior period adjustments relate to errors and other adjustments noted arising from previous

yea(s). There is no Prior adjustment.

lt



ll'l) -.1,\.ll- Rurul l tul.: I'rojrrt
lnutrul Rcport utrd I:inuntiul .\tuh,,,tt,nt\ lt,r th! liuuntitl .1'cur rttltl .luttt -lll. )l))l

NOTES TO THE FINANCIAL STATENTENTS

l. Transfers fronr Govcrnment cntities

Thcse reprcscnt c()u,'!lcrprrl I'untling antl otlrer rcccipts l'r'orl govcmmcnt as firllt-rrvs

Des crlption
Fv 2023-21 w 2022-2023

Cumukd\r to&le (from
incepdon)

lG hs IGhs Ks hs

Cortnterptrt funding ,htouElt .llinist4, oJ Rouls & Tronsp.t

(irunlcrl);1r't !irnd{ (.\rirr1ar I 51.()57.156 5:.e57.156
(i)urlt!'11a11 lir nds (.)rurrrcr l -l 9xl 9-l l (x) {,esl.q4l
Co rr nte rlan lrrntls (.)rrrrrtcr'l .16,(xx),{xx,.(r) -t(r.(X)O.(XX)

(i)unreqrnrl lirnds QuIrl('r + l5 5r x) {xx)
'fotirl (Sce ,\one \ -1) 50.982.9{-i.00 52.957356 I I s..1,10.299

2. Procceds Fronr Forcign Grants

DLrling thc llnancial pcriotl to,10 Junc 201.1. \\/c received grants ll'onr dcvclopnrcnt padncrs as detailctl in the table bclo*

F.v2(J23-24 F.Y2lJ22-23

Cumul ative to
date

Name of
Dcvel opment
partner

Arnount
received in

devel opment
Partner

currencv

Grants
recelved in

cash

Grants
received as

di rcct
paymetlt*

Grants
reccived in

kind
Total Arnount

Kshs l(shs I(shs IGhs I(shs
Gr:rnts Ilcce irccl
l^rorrl Ri l tr:ral
dc\c I ('rpnrc nt
part ncrs ( lrorc- i gn
Go\ertrrrlerlts )

l._397.299 2l0,ooo.ooo 9,()07.9 I o 219.OO7,9 I o

T()trl 1.397,299 2 t o,ooo,ooo q,o07,9 I o 219,OO7,9 t O

')
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-lnnuul lleport un l'-inuntiul Sntft'mtnts litr llrc fittuttt'iul .t'utr ertl<,1 .lrrnc -ll), )l)21

Notes to thc Financial Statcments (Continucd)

3. Loan from Erternal Dcvelopnrent Partners

During the llnancial period to ,10 Junc 202.1. *'e rcccivctl tunding lionr developn:ent pafincrs in lbmr ol-loans ncgotiatcd by thc National
Trcasu as detailcd in lhc table belou'

4. Conrpcnsation of Enrployccs

Descrl!don w-2023-21 F,Y-2022-23

Totrl rllrount ln
rchg

Curnul'dta to d.te

N.trE ofdetelofrEnt
portner

Amount ln los[
currcncy

lrsns rec€irrd
in actual
arnount

Loans recehrd as

dr€ct FytrEnt*
Total amount I n

l(3hs

Erro lG hs lGhg IGhs lGhE lG hs

.17.-1()8.07tr .l7t,-i97.1(75,\ SA l1A IrD) l.l{ ll7.( )til Jl.t.s(x).799 .11-i . s99.7(jA)

{-13.tt9q,799 .t -1.1 .8 S9.7 S9 3 7..19lt,0 7 6 .t7l -197,tt75
-l'otal :,88 7.0 ta.l

Description FY-2023-2024 F.Y-2022-2023

Cumulatlve to- datePq/ments mede by the
Entity in Cash

Pa!.ments made by
thlrd parti es

Totd
palments

I\s hs Kshs Kshs Kshs

Birsic wages ()l- {cmp()r.rry
errrployc'cs

7.675.(r20 5-3 S..lOO.O0 s.2 r ,{.020

T(r t irl 7 .67 5.620 5-j8,400.oo tt.2 t 4,o20

tl
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Notcs to thc Finlucial Statcnrcnts (Continued)

5. Purchlse of Goods and Serviccs

Dec c riptlon

w 2023-24 Ft 2022:21
Cumuhdtc to- date

PrynEnts rna& in C8sh
Psynentr ma& by

thlrd erties Total FlarEnts

lG hs lGhc Ks hs lG hs

[)ornc'stic lrar elantl s ubs istcncc 70.(xx) 70.(x x).{x) l:lO.( X X )

Ihrlk chargcs & ()thcrs I7.5r11{ It 110 (x) -l( ) sts

lrrininc pavnrnls ll.llL).({rir l.(x )li.5(x).rx) l-l l-lx t(x)

lbtal 33..1-17,I8lt 1.091.730.00 -j{,{28,918

6. Acquistion of Non-Financial Asscts

Description

Fv-2023-24 F\.2022-23
Cumulative to-

date
Paynrents

mrd€ in Cash

Paynrcnts
madc by third

parties
fotal payrnentr

Ks hs. I(s lls. l(s hs Ks hs

Constn rction o l'r oarls 4lr.l.{9.711 -1.-s 5 6.15 l .o(l 51.705.974
Prtlcct Dcsign & Supen'isio 10.998.415 431.It99.7q9 +5-l.s 9s.l t-+

Total 69. I ,l8.l3tl ' {3-r,899,799 .1.556.251.00 506,60"1,I tr8

l+



ll l) - l.\ ll. llrtrul lloutl: l'roitcl
Inn.ttl lltlt,rt urrl I inttttiul .\lot(lt(nt\ lrtr tlrt lirtrtrt,itl .t't'tu t'nlri .lunt' .tll. )l))J

FY -2022-21FV!023-24

IGhs
Descripion

I&hs
.15,8 60.5 4 9Cooperatilc Bar* 0l I 4l 767327000 143.994.8I8..10

22,722,.128.00 s7.300Cooyxratir.r Banli( Isiolo) 0 I I 0026062800 I

KCB Bark Ltd 128550-1070 i 1.875.556.00 I .8 I l.r)16
'Ib tal 198,592,772.{0 fi-fi1n75

Notcs to thc Financial Statemcnts (Continued)

7, Cash and Cash e uivalents

Bank Accounts

7 A) Project Bank Accounts

Dercrlldon
Fvzoz3-24 Fv -2022-2t

lGhs IGhs
( ooperfltivc tlank O I l"l I767327(l(x) I{ 3.(})-l,xxx.-1( ) .r5.8(l).5.19

('oopemt ivc' Bank( ls iob ) 0I l(IEfibl8(X)l l2.7l2.3frJ.(X) 97,-t )

K('B Bank trd l2ti55(E{)7o 31.875.556.(I) l.t( l2.el6

Total 198,592,772.40 r7-171rJ75

8. Funds Brought Forward

Dcrcrlpdon
FV 2023-24 F]t -2022-Zl

!(shr Kshr

Cooperatir e Ban k (,1 l.l | 7(17,117(xx) .15.lt(r().5+t)

Cooperatir.e Bflnk( ls iolo ) Ol l(X)ld[)]L(l()l 97,3(X)

Kenya ('orrurrrcial Bank IArc No l2li55(]l{)70 l,sll.el(r.(I)
Total 11.770_775.OO

l\&q
Deputy bfictor
CPA Matilda Wakere lta
ICPAK Membel Nurnbcr: 5,{(r9

ttlrrlr-o'P

Project Coordinator
Eng. S. N Mrvangi

rr\rtlt" u*

W.0n
Dircctor General
Eng. Philemon Kandic MBS

rllrtlrcuP.

ti
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,-lnnuul Report ond Financial Stutentents Jbr the .linoncial year endc June 30, 2021

PROGRESS ON FOLLOW UP OF PRIOR YEAR AUDITORS RECOMMENDATIONS

Refcrence No on the

External Audit Report

Issucs/Observations

Auditor

from the Management

Comments

Status (Resolved

resolved)

Not Time Frame

Emphasis of Mattcr

Budgetary control
performance

and

The statement of comparison of budget
versus actual amounts reflects final
receipts budget and actual receipts on
comparable basis of kshs 913,457,356
and kshs 99,463,342 respectively
resulting in an underfunding of kshs
8 13,994,014 or 89 7o of the budget-

Similarly, the statement reflects final
expenditure budget and actual on
comparable basis ofkshs 46,329,425 and
kshs 5,186,581 respeclively resulting in
an under expenditure ol kshs 41,142,844
or 897o of the budget.

Further the financial statements reflect
total budgeted receipts of kshs
911,457,536 against a rotal budgeted
expenditure of kshs 46,329,425 resulting
to unexplained budget unbalance ofkshs
867, t 27,911 .

The underfunding and
underperformance affected planned
activities of the project and may have
impactcd neSatively on service delivery
to the public.

The underfunding and
underperformance did not
affect planned activities of
the project nor have
negative impact on service
delivery to the public, as

the project was in the
initial stages.
Adequate budgets have
been allocated in the
subsequent years

Resolved N/A

l6
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lnnuul lltport utti Finontiul Stnkmtnts.fbr lln'.linuntitl ytur tn Ll .lunc -10. 2021

Annex 2: Variance explanations - Comparativc Budget and Actual amounts for Current 2023-24

Rf celF/P.ynrna! Item Orlgind Budget Aqurttrlctrb FInd Buect Actual otr Coqtr.Le
Bula

Bueet
LJtlllzldor
DlfFeretrcc

o/" oI
llillzadon

d e=c-d{ b c-*+b J-dlc Yo

Receip(s

l ransfcr l_runr Crrr'err rrrnt
cnt iti.'s

{6 (XX) (XX) .t6 {xr) (xx) 5{ }.r)sl.e{l (.1.931.9.1-l ) l""

?70.(xx).(xx) 170.(xx).(x)0
l'rocc'!'ds tionr Ibrc ign

!iran t s
2 to.(xx,.(xx) 6{),(XX),(Xr)

l)rocceds liofi horrowirlgs 5-',r0.(x x),{x,o i.l{t,(xxl.rxx) -l1i,s(rr).799 (Xr.l(x,.l0l l{29,,

Total Receipls 8{6,000,000 lt,16.000.000 69t,88 2,7 { 2 r5l,r 17,258 xl" o

Palnrents

Cornpens at ion of enrploycc's lo (rx ) (Ix) t{,.rrx).(xx) 7.()75.6:(, ( 2.3l.l,l ri0 )

Purchase of(irorls antl Scn, 51...1(x).{xx, 51..1(x).(xx) ll.t$).5q) ( 18.(DO.40l)

Acqu is tion ofnon-firrancial i 7l 5{X) (XX) 7ti-1.5u).(xn 501.(117.937 ( I I I ..15 2.( rr-l )

I(X).(XXr I U).(XX) 17.5r{13 (72.-lll)Bank ('hnrges rnd othcni I8..

Total P,r nrenis 8{6,000,000 8.16,000.000 5{{.060.7{{ (-j01.939,256)

SurCus or l)ericil

I

17
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Annex 3: Reconciliation of inter-entitv transfers

Projcct Nrrt: ASA.L -
AFI)Dc!cripdon
Brcrk &nn oftr.rifcrr fro tlrc Ststc DeFrErrt ofRoods

i|. (b\ernnEnt CounterFrt fundng

Bank State[--nt Da A rrrou nt ( Kshs ) t1'202-1-2{
211(l,,lol ] J qxa (I.t1

17,()l lol-l :( r.5(X).txx)

t\/!2024 t5,5(X).(XX)

Tolsl 50.982,941

B Direcl pst nEnts

&ink State ment D A rnoun I (K\h{ ) FY 202-1-24

J3 3.li99.7rX)

Totrl {-13,899,799

c Others
lLlnk Statcmcnt
Datc.

A rl)unl (Kshs ) Fa 2023-24

f lr).( xx).lxx )

Toaal 2 t 0,000,000

Totd (A+B+C) 69t.882,742

-

t8
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9: Other Support Documents

i.Bank Reconciliations statement as at 30rh June 2024
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