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Nalional Urban Transport Improvement Project.
Annual Report and Financiol Statements for thefinancial year ended June 30,2023

l. Acronyms and Glossary of Terms

CBK

CPA

EIK

EXIM

FY

GK

ICPAK

IDA

IPC

IPSAS

KeNHA

Kshs.

MoRT

NUTRIP

PAPs

PFM

PSASB

RMB

SDG

SDR

TNT

UA

Central Bank of Kenya

Certified Public Accountant

Environment lnstitute of Kenya

Export - Import

Financial Year

Government ofKenya

Institute of Certified Public Accountants of Kenya

Intemational Development Association

Interim Payment Certificate

Intemational Public Sector Accounting Standards

Kenya National Highways Authority

Kenya Shillings

Ministry of Roads and Transport

National Urban Transport Improvement Project.

Project Affected Persons

Public Finance Management.

Public Sector Accounting Standards Board

Renminbi

Sustainable Development Goals

Special Drawing Right

National Treasury

Unit of Account

Special Drawing RightsXDR
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ject lnformation and Overall Performance

me and registered office

: National Urban Transport Improvement Project

e

)

)

N

o

prove the efficiency olroad transport along the Northern Corridor

mprove the institutional capacity and arrangements in the urban transport Subsector

romote private sector participation in operation, Financing and Management of transport sector

Barabara Plaza,
Jomo Kenyatta Intemational Airport (JKIA)
Off Mazao Road
Nairobi Kenya.

ts Director General
Kenya National Highways Authority
Po Box 49712-001 00
Nairobi
Telephone: (254) 020 495000
E-mail: dg@Kenha.co.ke
Website: www.kenha.co.ke

roject Information

s

a

b

c

24th December 201 2ect Start Date:

27th Art ust 2023ect End Date:

En Mutii Kivotorneerect En

l.lntemational Development Agency (lDA)
2.Government of Ken a

ect Sponsor:



Nalional Urban Transport Improvemenl Projecl.
Annual Reporl and Financial Slolemenls for theJinanciol yeor ended June 30,2023

Project Information and Overall Performance (continued)

2,3 Project Overview

Line Ministryi State
Department ol' the

ec1

The project is under the supervision of the State Department of Roads on
behalf of the Ministry of Roads and 1'ransport.

Pro ect number l>-126321

Strategic goals of the
project

I'he strategic goals ofthe project are as lbllows:
l. To Connect Kenya and other Part olEast & Central Afiica

2. Facilitate Trade and movement of people in East and Central Africa
by improving the transit time

Achievement
strategic goals

of 1'he project management aims to achieve the goals through the following

The Implementation of policy and Inslitutional relbmts in transport
Particularly urban Public Transport
Financing infrastructure improvements to decongest major towns
necessary to support Kenya's long{erm Development strategy.
Creation ollnstitutional capacity to provide oversight and regulatory
functions to suppo( the delivery ofurban Public the delivery ofurban
Public Transport Services
The Preparalion ol appropriate investment interventions that would
promote urban public mass transit systems

4

2

J

means:
l.

Other important
background
information of the
project

Upgrade the Urban Road Transporl Inliaslructure (total cost US$3ll.l5
nrillion, ol which IDA US$223.26 million). Infiastructure (total cost
US$3,I I .l 5 million, of which IDA US$223.26 million). This component will
involve:

3. llxpanding and upgrading the Northem Corridor Road section
through Nairobi from JKIA turnoflto Rironi.

4. Conslructing and rehabilitating non-motorized transport lacilities
including lbot paths, cycle lracks. pedestrian bridges, and
underpasses.

Currenl situation that
the project was fbrmed
to intervene

l. Kenya's econontic development strategy.
2. Address the nrounling pressurcs on the major urban centres. mainly

Nairobi, road and rclatcd transport inf'rastructure and laying the
lbundation lbr developing an elllcient urban public transport syslem.

lv
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ankcrs Kenya Commercial Bank
Moi Avenue Branch
Po Box 30081-00100, Nairobi
Account number I 38238945

National Bank of Kenya Ltd
Hill Branch, Nairobi
Account number 0 1 00 I 0327 33200

Cooperative Bank of Kenya
Upper Hill Branch, Nairobi
Account number 0l l4l 160979900

Independent Auditor Auditor General
Office of the Auditor General
Kenya National Audit Office
P.o Box 30084-0100
Nairobi

lx

3. prepare a model mass transport system aimed at providing affordable

and efficienl public transport services in urban areas particularly for

serving the low-income populations, especially in the CBD of
Nairobi and along the developed high-density corridors.

4. Build the operational and managerial capacity and efficiency ofurban
transport agencies in dealing with urbanization and transportation
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Nalionsl Urbon Transport I mprovement project.
Annual Report and Finoncial Slotementsfor the financialyear ended June 30, 2023

Project Information and Overall Performance (continued)

2.6 Roles and Responsibilities

Names Title designation Key qualification Responsibilities

IJng. Henry Cakuru Director-De velopment Registered Civil
Engineer Team l-eader

Eng. Mutii Kivoto Deputy Director
Registered Civil
Engineer

Team Coordinator &
Construction Specialist

Mr. Walter Nyatwanga Deputy Director
Registered NIiMA
Lead expert.
Member EIK

Environment Social
Safeguards Specialist

Mr. James Bowen Director Certified Public
Accounlanl Irinancial Specialist

Ms. Levina Wanyonyi Deputy Director

Certified Supply
Chain
Management
Prol'cssional

Supply Chain
Management Specialist

2.7 Funding summary

The Project was lor duration of'6 years liom 24th December 2012 to 3l'r December 20lg.Revised
completion date is on 27th August 2023 with an approved budget of XDR 143,990,000 equivalenr to
Kshs 19,140.160,545 at exchange rare of 153.47 and Kshs.1g,359,359,542. The Development pa(ner
was financing 80% ofthe total sum as highlighted in the table below:

A. Sourcc of Funds

Sourcc of
funds

Donor Commilment- Amount received to date
(30.06. 2023)

Undrawn balance to date

(30 06 2023)

XDR Kshs XDR Kshs XDR Kshs

(A) (A',) (B) (B') (A)-(B) (A')-(B')
(i)Loan

International
f)evclopnrent
Association-
IDA

r43.990.000 19. 140. | 60,545 20,180.780 3.127,882.038 t23.609.220 t6,0 r2,278,507

(ii)Counterpart
funds
Government of
Kenya (COK) 2l .3 t] -?71 .857 21.3 t],21't.857

l'otal
143,990,000 ,10,457,{38,402 20,380,780 2.1,4,15,159,895 12J,609,220 r6,012,278,507

vl
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P'hi Information and Overall Performance (continued)

H

P co-funded project

h F c gr9 t lnan a A eem nts

h d
as can e ed at th re uest o eq a ona TreaSury

a Deve o m nt
9r n FY

suc al coS s re a o e

02 8 f h N

h n t projec re erte o GoK ce he proJ ec ngen s no o erh pg

2

Application of Funds

mmary of Overall Project Pcrformance:

D get perlbrmance againsl actual amounts for current year.

Unutilised balance to
date (30th June 2022)

Cumulative Amount paid to
date - (30rh June 2022)

Amount receivcd to datc -
(30'h June 2022)

Jo,
r,|,o

of,],*
,I

tion

KshsXDRXDR ffsisXDR i(ri.r
(A)18) (A)48)(B')(A)(A)

(( DI an

3, r27,882,03820,380,7803. t27,882,03820,3 80,780

rt(
)e'

rS!

Dr

r

c

rational
lopment
ciation -

d

ounterpart
s

iD

utr

33,860,36121,3t7,277,8572t,3t7,277.857
6o
Ke I

ol:rnment
/a

33,860J6r24,411,299,53520,380,78024,445,159,89520J80,780Io I

cu m u lative202212023
oActual

2022t23
Budget
2022/23

o/"ActualBudget

L

n 80%21.283.417.49726.671.200.541960576.897.81 8599.706.956
tlc
F,

nterpart
ls-GOK

a

,C

rl
liOV.3.1 27.882,0383, r27.882,038

bx
i-,

pr
Pa

n from
rnal
elopment
ners

82.,24,411,299,53529,799,082,57996"/"576,897,8t 8al 599,706,956fr
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Nalional Urban Tronsporl Improvemenl Project.
Annual Reporl and Financiol Stolemenlslor lheJinoncial year ended June 30, 2023

Project Information and Overall Performance (continucd)

ii) Physical progress based on outputs, outcomes, and impacrs since project commcncement.

The project is successlully complete and handed over 10 lhe employer.

iii) Absorption rate fbr each year since lhe commencement of the project

iv) The project lhced the lbllowing challenges.
i) Lack of right of way due to inadequate budget
ii) Dclayed funding oIGOK Component due to inadequate budget

Financial Year Budget Actual Percentage (7o)
FY 2022/23 599.706.956 576,897,81 8 96Y.
FY 202U22 3,t79,312.384 3,n5,107,452 98%
FY 2020t21 3.469.500.000 3,290,598,147 9s%
FY 2019t20 12.869,2t4.643 12,679.726,657 99o/o

FY 2018/19 1,03r.120.s17 7r4,410,188 690/o
FY 2017ll 8 t,42t,979,229 885, l 69,341 62%
FY 2016117 3,575,1 90.845 I ,97 I ,195,668 s5%
FY 2015/16 2,135.020,000 82,923,780 4Yo
FY 2014fi5 178.000.000 t70.688.400 96%
FY 2013/14 964.038.005 841,779,285 87o/n

FY 2012fi3 376.000.000 82,202,799 22Y.
Total 29,799,082,579 24.411,299,535 820h

v l
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P jlect Information and Overall Performance (continued)

1.9 $ummary of Projcct Compliancc:
were no signilicant cases reported of non-compliance with applicable laws and regulations

T status report is as follows.

PROGRESS REPORTED TO DATEDESCRIPTION

Tcrms of Reference are under review by the
Bank.

ITP
Consultancy

Procurement Plan approved by the Bank.

Tcrms of Rel'erence submitted to lhe Bank
lbr clearance.

Design
review &
Supervision

. Project Nanre: Likoni Road
Junction - James
Gichuru Road Junction

Progress at 72 %oPhysical
progress,

Ksh. 14,512,629.155Anrount
certified

Ksh. I 1.342.236.293Amount
paid

(ontroct larminute(l 1't' Fahruary, 202 2 aJier

the ('onlracl ('eilin54 v'as atlained.

KeNHA In-llouse Supervision lionl 4rh

F ebruary 2022

7'l Monthsf ime lapsed

. Project Name: Capacity
Enhancement ol'James
Gichuru Rironi

pntract type: Works
nlractor: China Wu Yi
mpany Ltd

2023
Contract amount: Ksh.
r]0,:oo,sso.so:. r o

flevised Contract Amount: Ksh

10.414.7e4.e97 .sZ

bonsultanl: Interconlincnlal
fonsultanl & Technocrats Pvt

Ltd in J.V with lntegrated
jfrunrpo.t Planning t,td. Korca
Eng. Consultant ('orporation in
pssoc. uith Geodcr Kenya Ltd
Contract nrnount: (lSD.
I

4.937.907.00 and Kslt.
345.085,355.00

Signed

ommencement

2"d August

Dale: 4rh

27th August

ntract
l6

ugust 20 1 7

ompletion Date

llAI) lirr Sublot 3A&B approvcd in April
2018 and 3C approvcd in August 2018.

I)rogrcss3. RAI) updaling lbr James

Gichuru - Rironi

lx
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4. Kisumu Northem Bypass Progress ch was cancelled on December
21st, 2018. In October 2018 the consultancy
contmct for design review and construction
supervision was signed and the services
commenced on 7s November 2018. The
Contnct ceiling is USD 828,786.72 and Ksh.
223,06s,100.65.

Consultancy Contract is financed by GOK
I 00% after December 2021 .

The Consultant provided the design review
and submitted their reports and draft tender
documentation for the works. This was
accepted in March 2019.

Works are yet to be procured but are estimate
at about 5.8 billion.

Credit whi

x
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3 atement of Performance against Project's Predetermined Objectives

ect Development objectives (PDos) are to (a) improve the efiiciency ofroad transport along

orthem Corridor; (b) improve the institutional capacity and arrangements in the urban transport

r; and (c) promote the private sector participation in the operation, financing' and

gement of transport systems

xpected Outcomes and Outcome Indicators are as follows.

lt

n

'at

ltr

s

h

PerformanceIndicatorol ective Outcome
The Project is al72o/o

progress.

Average operating cost

US$1.5/km

30 7o reduction in 2016

22 %o reduction in 2017

Time taken to

travel from
JKIA - Rironi

Average vehicle

operating costs

Number of
accidents

reported

Reduction in average travel
time from Junction Jomo
Kenyatta Intemational
Airport (JKIA)-Rironi
road.

Reduction in vehicle
operating costs on
Junction JKIA-Rironi
road.

Number of road accidents
reduced along Junction
JKIA-Rironi Road:

aF

i,
(
II

IT

I

roved
:iency of
I transport
rg the
them
ridor

IlI
in
3a

ta
in
tI:
se

Established and functional

Adherence to

traffic
regulations and

issuance ol
licences

Nairobi Metropolitan
Transport Authority
established and functional.
National Road Transport
and Safety Authority
established and lunctional.
Urban public transport

rules and regulations
development and in use

a

a

r
it

p

t
r
ll

roved
itutional
rcity and
ngements
re urban
sport sub
or

Promotion ol'PPP has

already been set up

Not yet

Not yet

PPP department

in KeNHA has

been eslablished

and funclioning

Oft'er one Bus Rapid
Transit (BRT) corridor for
Public Private PartnershiPs
(PPP).

Off-er one commuter rail
line for PPP.

lnstitutional selup within
KeNHA (Kenya National
Highways Authority) lbr
the promotion ol' PPP in
{inancing and management
of road infiastructure and

services devcloped and

a

a

ado ed

f
v

.1

n

t
e

t
s

ate sector
cipation

cing, and

e

ed

ems

tlon,

ement
sport

xl
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National Urban 1-ransport Improvement Project exists to translbrm lives. 'fhis is the driving fbrce behind
everything we do. It's what guides us to deliver our strategy. Below is a briefhighlight oiour activities
that drive towards sustainability.

l. Sustainability stratesi and profile
Sustainable Development Goals (SDGs) 2015-2030 provides a plan ofaction for the people and their
prosperity. Five out ollhe seventeen goals are pertinent to management ofprojects being undertaken by
the Authority. These are being addressed through the following initiatives.

a) Good heolth ond well-being (SDG 3): The Authority strives to undertake Road Safety
Audits to identify accident black spots, implement intervention measures and providi
road safety education to reduce accidents.

b) Geruler Equality (SDG 5). 'l'he Authority encourages mainstreaming of gender equality
in project and programmes by incorporating compliance to one third gender rule in
procurement and recruitment.

c) Industry, innovation and infraslructure (sDG 9); The Authority devclops quality,
reliable, sustainable and resilient infrastructure including regional and trans-border
inl'rastructure to support cconomic development and human wellbeing with a locus on
allbrdable and equitable access fbr all.

d) Sustainable cilies and communities (SDG I I); The Authority endeavours 10 exlend the
paved road network to hitherto underserved areas in the region to improve nationwide
access to high speed and all - weather connectivity; and

e) Climate uction (SDG l3):The Authority endeavours to combat negative impacts ofroad
development through environmental mitigation. climate change measures and
compliance with National Ilnvironment Management Authority (NEMA) requirements
in all development projects.

4. Environmental and Sustainability reporting

2. Environmental performance
The Authority is working towards ensuring environmental sustainability in projecls by undertaking tree
planting exercises, implementation ol road beautilication programs. enlbrie reinstarement of quirries
and borrow pits alier conslruction works, undertakes regular Environmental Impact Assessment (EIA)
Audits. carries out M&Fl on Environment and Social Management plan (ESMIrs) as well as
Environmental Social Impact Assessment (liSIA) on projects.

3. Employee wclfare
In all its slaff appointments. the Authority lakcs deliberate actions lo embrace Equal Employment
Opportunity policies, gender mainslreaming. addresses concerns around Persons t,iving with
Disabitities (PWDs) and takes afllmrative action in line with prevailing Govemment Policy guidelines.-l'he Authority prioritizes training to develop tcchnical capacity ol' stalf in the tields ol Value
Engineering. Projcct [;inancing, Projecl, Contract Management. I)crlomrance Based Maintenance and
Sal'ety.

xlt



nal lhban Transporl Improvemenl Proiect.
ual Report and Financial Stdtements lor lhe ,nonc ial year ended J une 30, 2023

(n ronmental and Sustainability reporting (Continued)

arket place practiccs
Authority strives to ensure responsible competition practices through undertaking annual

ance audits in projccts, moniloring the implementation of policies and fu(her promotes ethical

c

-L5L

ut
se

in projects. The Authority equally sensitizes staffon coruption and integrity'

hoiity undertakes to be actively involved in the negotiations during budget sector hearings to

budgetary allocations fbr projects thus honouring contracts by paying its tiabilities on time.

tc

soc

ommunity Engagcments
g the implementation of the Project. the Authority committed to remaining a responsible corporate

by being accountable for its actions through engaging in Public Participation. The Project's goal

of community engagement is to ensure that the projects lbster long-term relationships with

olders and communities around the project. The aim is not just to build roads that lbster
s

dt opment but to ensure collaboration with the loca[ communities to achieve sustainable development

ect staffis also encouraged to give back to society by participating in the Authority's corporate

responsibility projects.

ontractor is committed to address issues raised by the community which includes: (a) health and

concems, (b) dust emissionsl (c) access to homes and businesses; and (d) restoration of
unity water connections. To enhance social saleguards in projecls. the Authority undertakes

lement Action Plan (RAP) studies and implements its recommendat ions, carries out Social Impact

ments (SIA). undertakes gender mainstreaming and conduct stakeh olders' forum to sensitize the

p in several cross-cutting issues.

ordance with rhe Resettlement Action Plan prcpared at Project preparation two markets have been

ved in conjunction with the County Governments ol Kiambu and Nairobi. These markets are

emi Market and Kinoo Market.

x t
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'l'he Project Ilnancial statements werc approved the Direclor General and t trel'mfl

5. Statement of Project Management rcsponsibilities

The Director General and the Project Implementation Team Leader lbr National Urban Transport
Improvemenl Project are responsible for the preparation and presentation ol'the project's financial
statements, which give a true and fair view of the state of afl'airs ofthe Project fbr and as at the end olthe
linancial year ended on June 30, 2023. This responsibility includes: (i) maintaining adequate financial
management arrangement and ensuring that these continuc to be effective throughout the repo(ing
period; (ii) maintaining proper accounling records, which disclose with reasonable u"""u.u"y at any timi
the financial position of the Project; (iii) designing, implementing and mainlaining internal controls
relevant to the preparation and fair presenlation olthe financial ,lit"-"nt, and ensiring that they are
l-ree from material misstatements, whether due to error or fraud; (iv) safeguarding the assets of the
Project; (v) selecling and applying appropriate accounting policies; unJ 1ri; riaking accounting
estimates that are reasonable in the circumstances.

The Director General and thc Project Implementation Team Leader fbr National Urban Transpo(
Improvement Project accept responsibility for the Project's financial statemcnts, which have been
preparcd on the Cash Basis Melhod of Financial Reporting, using appropriate accounting policies in
accordance with Inlemational Public Sector Accounting Standards.

'fhe Director General and the Project Implementation Team Leader fbr National Urban Transpod
Improvement Project are ofthe opinion that the Project's financial statemenls give a true and fair view of
the state ofProject's transactions during the linancial year/period ended June 3OI ZOZI, and ofthe projcct's
linancial position as at that date. The Director General and the Project lmplementation Team Leader for
National Urban Transport Projcct further confirm the completeness ofthe accounting records maintained
lor the Project, which have been relied upon in the p.eparation ofthe Project financi"al statemcnts as well
as the adequacy ofthe systems ol'intcmal llnancial control.

The Director General and the Project Implemcntation Team Leader fbr National Urban Transpon
Improvement Project conlirm that the Project has complied lully with applicable Govemmenl Regulations
and lhe terms ol extemal financing covenants, and that Projecr lunds rcceived during lhe financial
year/pcriod under audit were used fbr the eligible purposes lbr which they were inteided and were
properly accounted lbr.

Approval ofthe Project financial statements

ro nt Project on
plcmentation

.andTeam l-eader for National Urban Transport I
signed by thern.

Eng. Kungu Ndun
Director Gcncral

Eng. Hcnry Gakuru
Ag.Director -Development

2 j stP 2023

CP Chanjc Kera
Deputy Director (F&A)
ICPAK No. 8279

Date
2; SiP 20?3

l)ate

xtv
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PORT OF THE AUDITOR.GENERAL ON NATIONAL URBAN TRANSPORT
YEAR ENDEDPROVEMENT PROJECT.IDA CREDIT NO.514O-KE FOR THE

JUNE, 2023. KENYA NATIONAL HIGHWAYS AUTHORITY

P EAMBLE

law your attention to the contents of my report which is in three parts

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

B Report on LaMulness 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.

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
fnanagement environment and internal controls, developed and implemented by those
charged with governance for orderly, efficient and effective operations of the entity.

lnmodified opinion does not necessarily mean that an entity has complied with alt
ant laws and regulations and that its internal controls, risk management and
rnance systems are properly designed and were working effectively in the financial

r under review

tt

R

o

T

Ra

three parts of the report are aimed at addressing the statutory roles and
e onsibilities of the Auditor-General as provided by Article 229 of the Constitution, theI

P ic Finance Management Acl, 2012 and the Public Audit Act, 201 5. The three parts of
feport when read together constitute the report of the Auditor-General

PORT ON THE FINANCIAL STATEMENTS

alified Opinion

dve audited the accompanying financial statements of National Urban Transport
m rovement Project set out on pages '1 to 30, which comprise of the statement of

c

A
le
I

lr" pndad 30 .lunc. 202 3 - Kot.t rt ,\'utitnral llighta.t's ,.luthorit.t



ofinancial assets as at 30 June, 2023 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, except for the effect of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of National Urban Transport lmprovement Project - IDA
Credit No.5140-Kenya National Highway Authority as at 30 June, 2023 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 Financing
Agreement IDA Credit No.5140-KE dated 26 September, 2012 between Republic of
Kenya and lnternational Development Association and the Public Finance Management
4c,.,2012.

Basis for Qualified Opinion

1.0 lnaccuracies in the Financial Statements

The financial statements prepared and presented for audit had the following anomalies:

i. The statement of receipts and payments reflects an amount of Kshs.30,825,500
which is at variance with the surplus balance of Kshs.28,860,722 reported under
the statement of financial assets.

The statement of financial assets reflects third party deposits and retention balance
of Kshs.33,741 ,084 as referenced to Note 10 to the financial statements. However,
of review of Notes to the financial statements revealed that Note 10 relates to fund
balances brought fon,trard of Kshs.70,714,022 and Note 9 relates to third party
deposits and retention monies.

ln the circumstances, the financial statements for the year ended 30 June, 2023 were not
fairly stated.

2.0 Pending Bills

Review of other important disclosures Notel to the financial statements reflects pending
accounts payables totalling to Kshs.6,251,148,679 which comprises of
Kshs.3,732,297,146 for construction of civil works, Kshs.2,513, 169,775 for land
compensation and Kshs.5.68'1,757 for supply of services which was at variance with the
total outstanding pending bills payables at Annex 4 to the financial statements h of
Kshs.5,801,554,707 resulting to unexplained and unreconciled variance of
Kshs.449,593,972.

Report of the Auditor-General on National Urbon Transport lmprovement Project-lDA Credi, No.5l40 KE for the
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Fu her review of annex 4 to the financial statements reflects outstanding balance of
Ks b.5,681 ,757 in respect of supply of services in favor of one(1) firm ,comparative
ou nding balance of Kshs.72,481,239 and payment to date of Kshs.673,970 in respect
of e firm. However, review of the previous audited financial statements and Note 5 to
th financial statements reflects payment to date of an amount of Kshs.26,283,934 and
Ks F.66,256,843 totalling to recalculated payments to date of Kshs.92,540,777 which is

at variance with reported amount of Kshs.673,970 resulting to unexplained and
un onciled variance of Kshs.91,866,807. ln addition, the outstanding pending accounts
pa ble of Kshs.3,732,297,146 for construction of civil works and Kshs.5.681 ,757 for
su ply of services were not supported with lnterim payment certificates, invoices and fee
no . The unpaid Kshs.2,513,169,775 for land compensation was not supported with

rpved list from the National Land Commission and compensation control ledger

ln
of

3,0

Th
an

e circumstances, the, accuracy and completeness of Kshs.6,251 ,148,679 in respect
utstanding pending bills could not be confirmed.

Statement of Comparison of Budget and Actual Amounts

statement of comparison of budget and actual amounts reflects receipt final budget

Actual on comparable basis of similar amounts of Kshs.607,601 ,030 in respect of
dfer from government entities. However, review of the documents provided for audit

e circumstances, the accuracy and completeness of the amounts in the statement of
parison of budget and actual amounts could not be confirmed.

,Unsupported Acquisition of Non-Financial Assets

ptatement of receipts and payments reflects acquisition of non-financial assets
tnt of Kshs.568,663,315 which includes an amount of Kshs.397,803,639 in respect
habilitation of roads and as disclosed in Note 5 to the financial statements. However,

tra
incl ding the letter from the Ministry of Roads and Transport State Department of Roads
.R MOR&T/R/AI14.211CNOL.16(87) dated 29 June, 2023 forwarding the 2nd revised
SU ementary budget of the approved list of projects included the budget for National
U Transport lmprovement Project (Nutrip)-James Gichuru Junction-Rironi (Uhuru
Hig way-26kms) with an approved gross budget amount of Kshs.599,706,956 resulting
to xplained and unreconciled variance of Kshs.7,894,074

ln t
cO

4.O

Th
am
of
revt of the payment vouchers availed revealed total payments of Kshs.458,151,036
res Iting to unexplained and unreconciled variance of Kshs.60,347,397

ln t e circumstances, the accuracy and completeness of Kshs.568,663,315 in respect of
acq isition of non-financial assets could not be confirmed

5.0 Consultancy Services for Design and Supervision

The Statement of receipts and payments reflects acquisition of non-financial assets
am qnt of Kshs.568,663,315 which includes an amount of Kshs.66,256,843 in respect of
re8 rch, studies project preparation design and supervision as disclosed in Note 5 to the
fina cial statements. Review of the supporting documents including payment vouchers

R of the Auditor-Gcneral on Ndtionql Llrhon Tronsport lnprorenenl Pftiecl-1D.,1 Credit No.5 I J0 KE .for tha
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and fee notes revealed that the payments were in respect of consultancy services for
designs, review and construction supervision of section of A-104 Highway from James
Gichuru road junction to Rironi-Kenya. The contract was awarded to lnternational
Consultant and Technocrats PW Ltd. However, review and tabulations of the fee notes
and payment vouchers provided revealed total payments of Kshs.68,869,883 resulting to
unexplained and unreconciled variance of Kshs.2,613,040. Further review of the fee
notes revealed that, multiples of payments were made above the approved fee totalling
to Kshs.68,869,883 which were at variance with the total certified single fee notes of
Kshs.35,705,092 resulting to unexplained and unreconciled variance of Kshs.33,164,791.

ln the circumstances, the regularity, accuracy and completeness of the payments of
Kshs.66,256,843 in respect of research, studies project preparation design and
supervision could not be confirmed.

6.0 Unsupported Acquisition of Lands

The statement of receipts and payments reflects acquisition of non-financial assets
amount of Kshs.568,663,315 which includes an amount of Kshs.'104,602,833 in respect
of acquisition of land and compensation to Project Affected Persons (PAPs) of James
Gichuru Road Projects as disclosed in Note 5 to the financial statements. However,
review of the supporting documents including payment vouchers and correspondences
to National Lands Commission and payments to Nairobi School in respect of
compensation was totalling to Kshs.74,000,000 resulting to unexplained and
unreconciled balance of Kshs.30,602,833. Further, Annex 4 to the annual financial report
reflects Nil payments in respect of land compensation during the year under review.

ln the circumstances, the, accuracy and completeness of the payments of
Kshs.104,602,833 in respect of acquisition of land could not be confirmed.

7.0 Misclassification of Expenditure on Acquisition of Lands

The statement of receipts and payments reflects acquisition of non-financial assets
amount of Kshs.568,663,315 which includes an amount of Kshs.104,602,833 in respect
of acquisition of land of as disclosed in Note 5 to the financial statements. However,
review of supporting documents including payment vouchers and interim payment
certificate revealed total payments of Kshs.35,602,833 in respect of the construction of
dormitory block at Nairobi school vide contract no. D106/NB/NB/2001.The expenditure
was wrongly classified under acquisition of lands instead of construction of buildings as
per the approved standard chart of accounts.

ln the circumstances, regularity, accuracy and completeness of the expenditure of an
amount of Kshs.35,602,833 in respect of acquisition of non-financial assets could not be
confirmed.

8.0 Unsupported Cash and Cash Equivalents

Note 8 to the financial statements revealed one bank account (KCB-Account
No.1138238945) with comparative balance of Kshs.8,1'12,215 had Nil bank balances as

Report o/the Auditor-General on liational Urban Trqnsport Improtement Project-lDA Credit No.5l10 KE for the
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30 June, 2023. fhe Management indicated that the account was closed on
April, 2023. However, the supprrting documents including bank statements and

rtificate of bank balance at the date when the account was closed were not provided
r audit review.

the circumstances, the regularity, accuracy and completeness of the balance of
hs.70,714,022 in respect of cash and cash equivalents could not be confirmed

Unsupported Third-Party Deposits

disclosed in Note 10 to the financial statements, the statement financial assets reflects
party deposits and retentions balance of Kshs.33,741,084 in respect of deposit and

ntion monies. However, the Management did not provide the lnterim Payment
rtificate (lPC) detailing the approved and outstanding retention during the project life
e.

the circumstances, the regularity, accuracy and completeness of the balance of
hs.33,741,084 in respect of deposit and retention monies could not be confirmed.

e audit was conducted in accordance with the lnternational Standards for Supreme
dit lnstitutions (lSSA|s). lam independent of the National Urban Transport

tements in Kenya. I believe that the audit evidence I have obtained is sufficient and
ropriate to provide a basis for my qualified opinion

K y Audit Matters

t

rovement Project Management in accordance with ISSAI 130 on the Code of Ethics
ve fulfilled other ethical responsibilities in accordance with the ISSAI and in

a rdance with other ethical requirements applicable to performing audits of financial

ti

ln
K

T
A

s
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d

f audit matters are those matters that, in my professional judgement, are of most
nificance in the audit of the financial statements. There were no Key audit matters to

re ort in the year under review

er Matter

I Budgetary Control and Performance

statement of comparison budget and actual amounts reflects final budget
nditure and actualon comparable basis of Kshs.607,607,030 and Kshs.576,897,818

+ilting to under absorption of Kshs.36,975,949 or 6 % of the budget
e

under absorption of funds affected the planned activities and may have impacted

Stively 
on service delivery to the public

Absorption of Project Funds

A
b
tt

i

isclosed under paragraph 2.2 of the Project information, the Project was earmarked

t o/ the Auditot -Gcnerul on Nqtionol Urban Tiunsport I tptotement Project-|D.4 ('redil No.5 110 KE lbr the

ose on 27 August, 2023. However, paragraph 2.7 of funding summary indicates that
Donor had made commitment amounting of XDR 143,990,000 which is equivalent to
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Kshs.19,140,160,545 as at 30 June,2023. However, actual drawdowns during the project
life amounted to XDR 20,380.780 equivalent to Kshs.3,127,882,038 leaving out XDR
123,609,220 equivalent to Kshs.16,012.278,507 undrawn. The credit may lapse without
being fully utilized and the Project's planned deliverables earmarked for completion with
the funding may not be realized.

3. Unresolved Prior Year Matters

As disclosed under the progress on follow up of auditor's recommendations section of the
financial statements, the prior year audit issues remained unresolved as at 30 June, 2023.
Management has not provided satisfactory reasons for the delay in resolving the issues.

4. Project Progress Report

The project was co-financed by the World Bank (lDA) 80% and the Government of Kenya
(GoK) 20% up to 31st December, 2018. The financing agreement was cancelled in

December,2018 and thus since January, 2019 the project became a government of
Kenya funded project, '100%. However, Management did not provide project reports,
including progress made on compliance with the Safe guards lnstruments under the
project in compliance with Section l-D of Schedule 2 to the financing agreement.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution and based on the audit procedures
performed, except for the matters described in the Basis for Conclusion on Lawfulness
and Effectiveness in Use of Public Resources, I confirm that nothing else 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

1. Additional Pending Bills

The statement of comparison of budget and actual amounts reflects expenditure final
budget and actual on comparable basis of amounts of Kshs.607,60'l ,031 and
Kshs.576,897,818 resulting to under-absorption of an amount of Kshs.36,853,661.
However, review of the Annex4 to the financial statements revealed that the Management
incurred additional pending bills of Kshs.436,824,047 and 46,803,922 in respect of
construction of roads and land compensation which were not budgeted for contrary to the
provisions of Regulation 31(2) of the Public Finance Management (National Government)
Regulations, 2015 which requires the Accounting Officer to budget for and obtain
approval for all services which can be foreseen. The additional pending bills were not
supported with lnterim Payment Certificate (lPC) and approval by the National Lands
Commission.

Report of the Auditor-General on National Urban Transporl lmprovenrcnt Project-lDA Credit No.5l40 KE Jbr the
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2 Unverified cost on Land Compensation Cost

iew of Note 5 to the financial statement reflects non-financial assets cumulative to
d le of an amount of Kshs.24,200,617,045 which includes Kshs.10,636,560,926 in

pect of land acquisition which in turn relates to land compensation for Project Affected
P fsons (PAPs) of James Gichuru Road Project. However, review of the list of

neficiaries provided in respect of the outstanding compensation reflects total claim of
a mount of Kshs.12,568,789,776 with unpaid balance of Kshs.2,513,169,775 resulting

payment of Kshs.10,055,620,001 which is at variance with the accumulated
yments of Kshs.10,636,560, 926 as reflected in Note 5 to the financial statements

Iting to unexplained variance of Kshs.580,940,925. Further review of payment

t

f

1

edules to National Lands Commission vide Ref: KeNHtuF/NLC/6A/o1.5/3438 of
June, 2023 includes compensation lists of amounts 5,466,300, Kshs.31,080,400 and
hs.9,547,940 with part payments were not included in the list of unpaid compensation.

circumstances, the, accuracy and completeness of the payments of an amount of
10,636,560,926 in respect of cumulative to date payments on land compensations

K
b
u
o
of

ln

la d and beneficiary identities
eneficiaries from National Land Commission detailing the date of acquisition, size of

addition, the schedule referenced above, includes compensations amounts of
hs.50,864,360 and Kshs.85,584,815 which had part payments of Kshs.12,439,822 and
hs.2,950,000 respectively resulting to recalculated unpaid amounts of
hs.38,424,538 and Kshs.82,634,815 which are at variance with the outstanding
lAnce from the list provided of Kshs.2,357,648 and Kshs.80,689,325 resulting to
xplained variance of Kshs.36,066,890 and Kshs.1,945,487 respectively. The list of
tanding compensations was also not also supported with approved and verified list

ln he
K
co ld not be confirmed.

Delay in Project lmplementation

M nagement entered into a contract dated 02 August, 2016 between Kenya National
H l;ways Authority and a contractor for rehabilitation and capacity enhancement of
Ja es Gichuru Junction- Rironi (4104) at a contract sum of Kshs.16,366,586,563
(i lusive of taxes) and for a period of thiry-six (36) months plus twelve (12) months
d cts liability period

Th ough addendum No. 3, the contract sum was varied by 24.7% (Kshs.4,048,208,434)
to new contract sum of Kshs.20 ,414,794,998 due to revised bills of quantities as a result

dditional activities such as Gitaru full cloverleaf interchange, reconstruction of major
ges, Rironi bridge from 1 span to 2 span and introduction of retaining walls in line
urban road design philosophy.

of

Th ugh addendum No. 5 upon approval of extension of time request by the contractor,
th oontract end date was revised to November, 2023 inclusive of defects liability period.

As at 301612023 the Contractor has to date achieved an overall Physical progress of
72. o/o and 70.89ok financial Progress against contractor's planned progress up to

Rl o/ tha Auditor-Generol on Nutional Urhun Transport lnprovament Project-lDA ('rcdit No.5 I 10 KE for the
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June, 2023 was 100%. The project progress is lagging by (29.11) % as at the Month of
June,2023. Overall construction time elapsed is 97.38% equiva['nt to 2,156 days
(71 Months/73 Months) The contract period was extended from 28 November, 2023 lo
27 August, 2024 inclusive of 12 months of the defect liability period but the addendum
approving the extension was not provided for audit review. This indicates a slow progress
of implementation and consequently, inevitable extension of time as indicated.

Further, physical verification conducted in the month of October, 2023 revealed that no
works were going on as the contractor had suspended work as from March,2022 citing
lack of payment. As reported in the previous year audit report, the National Urban
Transport lmprovement Project had accrued a total of Kshs.230,382,944 as interest due
to delay in payments of IPC No.42 dated 23 May,2022.

Delay in completion of the road project will lead to increase in avoidable costs of interest
and penalties on delayed payments as well as deny public the benefit that would have
accrued from the completion of the project in time.

ln the circumstance, value for money could not be established for the expenditure of
Kshs.24,374,445,874 spent on the project.

The audit was conducted in accordance with the lnternational Standards for Supreme
Audit lnstitutions (lSSAI) 4000. The Standard requires that I comply with ethical
requirements and plan and perform the audit to obtain assurance about whether the
activities, financial transactions and information reflected in the financial statements
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 governance were not effective.

Basis for Conclusion

The audit was conducted in accordance with the lnternational Standards for Supreme
Audit lnstitutions (lSSAls) 2315 and 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 of the Auditor-(ieneral on Nqtional lJrban Tronspor! lmprovement Project-lDA Credil No.5l40 KE for the
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R PORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

As qequired by lnternational Development Association (lDA), I report based on my audit
th

I have obtained all, the information and explanation 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.

R

T
fin
(c

rel
Ma

ponsibilities of the Management and those Charged with Governance

Management is responsible for the preparation and fair presentation of these
ncial statements in accordance with lnternational Public Sector Accounting Standards
sh Basis) and for maintaining effective internal controls as the Management

det rmines is necessary to enable the preparation of financial statements that are free
fro material misstatement, whether due to fraud or error and for its assessment of the
e iveness of internal controls, risk management and overall governance.

ln reparing the financial statements, the Management is responsible for assessing the
Pro 6ct's ability to continue to sustain its services, disclosing, as applicable, matters

d to sustainability of services and using the applicable basis of accounting unless
gement is aware of the intention to terminate the Project or to cease operations.

e
a

Th
AU

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

241

ln dition to the responsibility for the preparation and presentation of the financial
sta ents described above, the Management is also responsible for ensuring that the
acti ies, financial transactions and information reflected in the financial statements
co ly with the authorities which govern them and that public resources are applied in
an rve way

Tho charged with governance are responsible for overseeing the Project's financial
reP ing process, reviewing the effectiveness of how Management monitors compliance
with
and
s

relevant legislative and regulatory requirements, ensuring that effective processes
gystems are in place to address key roles and responsibilities in relation to
rhance and risk management, and ensuring the adequacy and effectiveness of the

cont I environment
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Auditor-General's Responsibilities for the Audit

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditor's report that includes my opinion in accordance with the provisions
of Section 48 of the Public Audit Act, 2015 and submit the audit report in compliance with
Article 229(7) of the Constitution. Reasonable assurance is a high level of assurance, but
is not a guarantee that an audit conducted in accordance with lSSAls will always detect
a material misstatement and weakness when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis
of these financial statements.

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

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

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

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

ldentify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide a
basis for my opinion. The risk of not detecting a material misstatement resulting from

t

Report of the Auditor-Cenerql on Nalional Urbcln Trunsporl Improvement Project-lDA Credit No.5l40 KE for the
year ended 30 Juna, 2023 - Kenya Nationql Hi&h$q's Authorir*

10



I

lfraud is higher than for one resulting from error, as fraud may involve collusion,
florgery, intentional omissions, misrepresentations, or the override of internal controls.

pvaluate the appropriateness of accounting policies used and the reasonableness of
hccounting estimates and related disclosures made by the Management.

Conclude on the appropriateness of the Management's use of applicable basis of
fccounting and, based on the audit evidence obtained, whether a material uncertainty
fxists related to events or conditions that may cast significant doubt on the Project's

f bility to continue to sustain its services. lf I conclude that a material uncertainty exists,
X am required to draw attention in the auditor's report to the related disclosures in the
linancial statements or, if such disclosures are inadequate, to modify my opinion. My
qonclusions are based on the audit evidence obtained up to the date of my audit
rbport. However, future events or conditions may cause the Project to cease to sustain
its services.

a valuate the overall presentation, structure and content of the financial statements,
cluding the disclosures, and whether the financial statements represent the
nderlying transactions and events in a manner that achieves fair presentation

btain sufficient appropriate audit evidence regarding the financial information and
siness activities of the Project to express an opinion on the financial statements

rform such other procedures as I consider necessary in the circumstances

afr
municate with the Management regarding, among other matters, the planned scope
ming of the audit and significant audit findings, including any significant deficiencies

erna I controls that are identified during the audit

a

a

a

tnt

la

a4d
wl,r

req
q provide Management with a statement that I have complied with relevant ethical
iiements regarding independence and to communicate with them all relationships

ther mafters that may reasonably be thought to bear on my independence and
applicable, related safeguards.

n a
OR-GE RAL

01 ember, 2023

0
b

CP

Nai
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NATIONAL ARBAN TRANSPORT IMPROVEMENT PROJECT
Reports and Financial Stalements For theJinancial year ended 3Olh June 2023

to ecet ts an 2 men r e ear en

2022n3 202tn2

Receipts &
Payments
made by the
Third Party

Totel Receipts &
Pryments
Controlled by the
Entity

Pa

Receipts
&
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by the
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Totrl Cumulative to-date

NOTES
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Payments
Controlled by
the Entity
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NATIONAL URBAN TRANSPORT IMPROVEMENT PROJECT
Reports and Finoncial Slatements For thefinancial year ended 30th June 2023

8. Statement of Financial Assets as at 30th June 202-i

The accounting policies and explanatory notes to thcse financia[ statements Ib
ofthe Ilnancial statements. The entity financial slatements were approved on

and signed by:

v^*1n
Eng. Kungu Xa$gu

rm an intelral Dart
2jstPio8'

Director General
Eng. Henry Gakuru
Ag.Director -Development

CPA anje Kera
Deputy Director (F&A)
ICPAK Member No.8279

Note 2022t23 202u22

Kshs Kshs
Cash and Cash equivalents

Financial Assets
Bank Balances 7 70,714,022 39,888,s22
Cash Balances
Total Financial Assets 70,,714,022 39,888,522

Financial Liabilities
Third Party Deposits and Retention l0 33,74 t ,084 31,776,307
Net Assets 36,972,937 8,112,215

Reprcsented Bv:

Fund balance B/fwd I,lL2,215 7,98 I ,81 9
Surplus/(Deficit) lor the year 28,860,722 t 30,396
Net Financial Position 36,972,,937 8,112,215

)



al Urban Transport Improvemenl Proiecl,
ual Reporl and Financial Statemenls for the rtnancial year ended June 30,2023

Statement of Cashflow for thc Period 30th June 2023

202U222022t23

T tsl
2,338,177,891607,601 ,030Ifer from Government entities

160,589122.288I\ lir llaneous Recei ts
2,338,338,480607,723,318I Recei ts'l 'ol

entsT

oods and servicesase ofP
(30.1 93)(8,234,s03)6Mir llaneous Pa ments
(30,193)(8,234,s03)I ol lPa ments

A d eartments durin the
P n( ar ad ustments

Der
rec(

(lncrease) in accounts
able

2J38J08,287599,488,815ratin activitiessh flow from oilel

Cu, flow from Investing Activities
(3,115.077,259)

5
(568,663,315)isition of non-Financial AssetsA c(

,315568 3 ll5 077,259ash flows from investing activitiesN

activiticsflow from financinC

eds from Foreign Borrowings
I

Pio
L

N et ash flow from financing activities

(776,768.972130.825.500crease in cash and cash equivalentI
I

Yt
816,657,,49439,888,522of the earuivalent at b nnlnand cashC
39,888,522))70 7tC as earand cash e uivalent at end of the

n Kungu Ndun
r General

Eng. Henry Gakuru
Ag.Director -Devclopmcnt

CPA Chanje Kera
Deputy Director (F&A)
ICPAK Member No.8279

-l



NATIONAL URBAN TRANSPORT IMPROVEMENT PROJECT
Reports and Finonciol Slatements For the Jinancial year ended 30th June 2023

Receipts/Payments laem Original Budget Adjus tm€ nts Final Budget
Actual on

Comparable Basis
Variance

o/o ol
Utilisation

a b c=a+b d ed-c t4lcYo
Receipts
'l-rarnfbr liom Coremnrnt
enthies

2 I2.286.599 395.3 r4.43 I 607.601.030 607.601 .030 100%

M bcenclloLs Inconr: 122.288 ( r22.288)

Total Rece ipts 212,286,599 J95Jr.r,{31 607,60r,010 607,72JJt 8 (122,288) t00y"
PaYme nts

Pu"chase ofgoods and

ser\'rces

land Acquistion

ResearclL studies. project

preparatir:n dcsign &
supervision

Works Construction

568.66i.3 l5

M iscenellots Parrrrcrns

2 I2.286.599 jq5,t I.1.4i I 607.60 r.030

8.234.503

i6.85i.66 r 95%

Total Pavments 212,286,599 395J14,431 607,60t,030 576,897,818 36,853,66r 95v,
Surplus or Delicit 30,825,500 (36,975,949)

10. Statement of Com arison of Bud et and Actual Amounts for the ear ended 30th June 2023

Note:'l'he si gnilicanl budget utilisation/perfbrmance d ces in the last column are exp laine in Annex 2 to these financial statements.

Eng. ungu Ndun
Director General

2 j siP 2023

Eng. He kuru
Ag,Director -Development

2 j stP 2023

CPA Chanje Kera
Deputy Director (F&A)
ICPAK No.8279

i j sti ""',

4
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L IlRBAN TRANSPORT IMPROVEMENT PROJECT
d Financiat Statements For thefinancial year ended 30lh June 2023

lt.si rcan t Accounting Policies

principal accounting policies adopted in the preparation ol'these financial statements are set out

a) Statement of compliance and basis of preparation

financial statements havc been prepared in accordance with Cash-basis IPSAS financial

rt ne unde h baS s o count n AS pre nbed bv he P ASB and set out n e

b

r t e cas c

h

fi coe n nc

Au onty The financ a S

a un ng has been u
h f s

S

s

a

pp emen ted

b
h

h

accoun no c te be o T cash bas s of cco tng p no sv
b

h
b pav es tha nc ude depos S

h gun

fo a reoe a es tha c ude mpres and salary dva ces andn s a n

re entton Th a a statements mp v an confo
)

d rm to e form o pre ntat onsef
ribed by the PSASB

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

b) Reporting entity

tinancial statements are fbr the National Urban Transport Improvement Project under Kenya
pas e reportl for Nat ona ban

S

hH wa s h a e S h nc tJrona

po mpro emen Proj c as pecs rt s fied n he re e t
men s encom

an lae s on
v

t'P M Act 20 2

f

c) Reporting currency

financial statements are presented in Kenya Shillings (KShs), which is the functional and

(ing currency ofthe Project, and all values are rounded to the nearest Kenya Shilling.

d) Recognition of receiPts

project recognises all receipts from the various sources when the event occurs. and the related

has actually been received by the Govemment.

Transfers from the Exchequer

sfer liom Exchequer is be recognized in the books ofaccounts when cash is received. Cash rs

idered as received when payment instruction is issued to the bank and notilied to the receiving
S

e rty.

External Assistance
rnal assistance is received

elopment partners
through grants and loans liom nlultilaleral and bilateral

Other rcceipts

se include Appropriation-in-Aid and relates to receipts such as procceds liom disposal ol'assets

sale of tendei doiuments. Thesc are recognized in the llnancial statcments the time associated

5

h is received



Nalional Urban Transporl Improvemenl projecl.
Annual Report and FinancioI Slatemenls for theJinoncial year ended June J0, 2023

Significant Accounting Policies (Continued)

iv) Donations and grants

Grants and donalions shall be recognized in the books of accounts when cash is received. Cash is
considered as received when a payment advice is received by the recipient entif or by the
beneficiary. In case of grant/donation in kind, such grants are recorded upon receipt'of the granl
item and upon determination ofthe value. The date oathe transaction is the value date indicated on
the paymenl advice.

r') Proceeds from borrowing.

Borrowing. includes Treasury bill, treasury bonds, corporate bonds, sovereign bonds, and extemal
loans acquired by the Project or any other debt the Project may take on will be treated on cash basis
and recognized as a receipt during the year they were ieceived.

vi) Undrawn external assistance

These are loans and grants at reporting date as specified in a binding agreement and relate to funding
fbr.the Project currently under development *h"r" conditions havi been satisfied or their ongoing
s:tisl'action is highly likely, and the project is anticipated to continue to completion. An analysis of
the Project's undrawn extemal assistance is shown in th" fundirrg summary.

e) Recognition of payments

The Project recognises all payments when the event occurs, and the related cash has actually been
paid out by the Project.

f) Compensation of employees

Salaries and Wages' Allowances, Statutory Conlribution for employees are recognized in the period
when the compensation is paid.

i) Use ofgoods and services

Goods and seryices are recognized as paynrents in the period when the goods/services are consumed
and paid for. Il not paid for during lhe period where goodsiservices 

*are 
consumed, they shall be

disclosed as pending bills.

6
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Reports add

BAN TRANSPORT IMPROVEMENT PROJECT

ii) rd t on borrowing

costs that include interest are rccognized as payment in the period in which they were

and paid for.

iiD+ ment of borrowing (principal amount)

The te yment of principal amount of bonowing is recognized as payment in the period in which the

repa nt is made The stock of debl is disclosed as an annexure to the consolidated financial

stat ts

noncial Statemenls For lhelinancial year ended 30th June 2023

Si nt Accounting Policies (Continucd)

ely. Where an asset is acquired in a non-exchange transaction lbr nil or nominal considerati on

air value ofthe asset can be reliably established, a contra transaction is recorded as receipt and

In- contributions are donations that arc made to thc Project in the lbrm of actual goods and/or

rather than in money or cash tenns. These donations may include vehicles. equipment orservic

B

i")

The
acq

and
asa

isition of fixed assets

ment on acquisition of property plant and equipment items is not capitalized. The cost of
on and proceeds from disposal ol'these items are treated as payments and receipts items

ent.

Afi asset register is maintained by each pubtic entity and a summary provided for purposes of
tion. This summary is disclosed as an annexure to the consolidated financial slatements.

In-kind donations

p I services. where the financial value received lbr in-kind contribulions can be reliably

ed, the Project includes such value in the stalement ol receipts and payments both as receiptsdet
and as yments in equal and opposite amountsi otherwise. the contribution is not recordcd.

Cash and cash equivalents

cash equivalenls comprise cash on hand and cash at bank. short-term deposits on call andCash
higill iquid investments with an original maturity of three months or less, which are readily

conV ble to known amounts ofcash and are subject to insignificant risk of changes in value. Bank

at

al

balances include amounts held at the Central Bank ofKenya and al various commercial banks

d ofthe financial year. For the purposcs ofthese linancial statements. cash and cash equivalents

lude short term cash imprests and advances to aulhorised public o{licers and/or institutions

whip ere nol surrendered or accounted lbr at the end ofthc linancial year

7



Nalional Urban Transport Improvement projecl.
Annaal Reporl and Finoncial Slolements for the financiol year ended June 30, 2023

Significant Accounting Policies (Continued)

i) Restriction on cash

Restricted cash represents amounts that are limited/restricled liom being used to settle a liability fbr at
least twelve months aller the reporling period. This cash is limited 

-lor 
direct use as required by

stipulation. Amounts mainlained in deposit bank accounts are restricted for use in refunding ihird part
deposits.

j) Imprests and Advances
For the purposes of these financial statemenls, imprests and advances 1o authorised public officers
and/or institulions which were not surrendered or accounted lbr at the end ofthe financiaifear is treated
as receivables. This is in recognition of the government practice where the imprest payments are
recognized as payments when fully accounted for by the impresl or AIE holders. This is an
enhancement 1o the cash accounting policy. other accounts receivables are disclosed in the financial
statements-

k) ContingentLiabilities
A contingent liability is:
a) A possible obligation that arises fiom past events and whose existence will be conllrmed only by

the occurrence or non-occulrence ol'one or more uncertain future events not wholly within the
control ol'the entily; or

b) A prcsent obligation that arises from past events bul is not recognised because:i) It is not probable that an outflow of resources cmbodying economic benefits or service
potential will be required to settlc the obligationl or

ii) l'he amount of the obligation cannot be measured with sufficient reliability.

Some of contingent liabilities may arise f'rom: litigation in progress, guarantees, indemnities. Letters
of comlbrt/ support, insurance, Public privatc partnerships,
The Entity does not recognize a contingenl liability but discloses details ol any contingencies in the
notes to the financial statements unless the possibility ol'an oulflow ofresources embodyfng economic
benefits or service potential is remote.
Annex 5 ol'this financial statement is a register ofcontingent liabilities in lhe year.

l) Contingent Asscts

The Eastern Alrica Regional' Transport. l'rade & Developnrent Facilitation project does not recognize
a contingent asset but discloses details ol'a possible asset whose existence is conlingent on the
occurrence or non-occurrence olone or nlore uncertain lirlure events nol wholly within the control ol
the Eastern Aliica Regional, 'l'ransport. Trade & Developrncnt Facilitarion project in the notes to thc
flnancial statements. Contingent assets arc assessed continually to ensure tiur d.u"lopn1.rt, u."
appropriatcly reflected in thc flnancial statements. If it has become virtually certain that an inflou.ol
economic benellts or service polential will arise and thc assct's valuc can bc measured rcliably, the
asset and thc related revcnue are recognizcd in the llnancial statemenls ol'the period in which the
change occurs.

8



Annua
' Nationa n Transporl Improvemenl Projecl.

rt ond Findncial Stalements for the Jinoncial r ended June 30, 2023

cant Accounting Policies (Continued)

h yments are included in the statement of receipts and payments in the year in which the paymenls

e

Re
K
M

A
fin

ounting records are maintained in the functional currency olthe primary economic environment

) Pending bills

g bills consist ofunpaid liabilities at the end ofthe financial year arising from contracted goods

ices during the year or in past years. As pending bills do not involve the paymenl ofcash in thc

c period, they recorded as 'memorandum' or 'off-balance' items to provide a sense of the

ov

ThF

u.i
.d

net cash position ofthe Project at thc end ofthe year. When the pending bi

dget is devetoped on a comparable accounting basis (cash basis), the same accounts

lls are finally settled,

s

P

or

s

a

T

) Budget

clab cation basis (except for accounts receivable - outstanding imprest and clearance accounts and

ts payabte - deposits, which are accounted for on an accrual basis), and for the same period asacqo
th ncial statements. The Project's budget was approved as required by Law and National Treasury

tions, as well as by the participating development partners, as detailed in the Govemment ol
Budget Printed Estimates for the year. The Development Projects are budgeted for under the

but receive budgeted funds as transt'ers and account lbr them separately. These translers are

re sed as inter-entity transl'ers and are eliminated upon consolidation

-level assessment of the Project's actual performance against the comparable budget for the

I year/period under review has been included in an annex to these financial statements.

) Third party payments

Inc d in the receipts and payments, are payments made on its behall by to third parlies in lorm of
lo s grants. These payments do not constitute cash receipts and payments and are disclosed in the

pa t to third parties column in the statement ofreceipts and payments.

D the year no loan disbursements were reccived in fbnrr ofdirect payments from third parties

) Exchange rate differcnces

ln lv
v
of

h the Projcct operates, Kcnya Shillings. 'l'ransactions in lbreign currcncies during the

iod are converted into the functional currency using the exchange rales prevailing at the dates

ransactions. Any lbreign exchangc gains and losses resulting liom lhe settlement of such

ions and liom the translation at year-end exchange rates of monetary assets and liabilitics
de nated in foreign currencies are recogniscd in the statemenls of receipts and payments.

I



National Urban Transport Improvement Project.
Annual Report and Financial Statements for the ftnancial year ended June 30, 2023

Significant Accounting Policies (Continued)

q) Comparative figures

Where necessary comparative figures for the previous financial year/period have been amended or
reconfigured to conform to the required changes in financial statement presentation.

r) Subsequent events

There have been no events subsequent to the financial yearlperiod end with a significant impact on the
financial statements for the year ended June 30, 2023.

s) Prior Period Adjustments
Prior period Adjustments relate to errors and other adjustments noted arising from previous year(s).
There are no prior year adjustrnents for the financial year under review.

l0
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Annual R

Tronsporl I mprovement Project.
and Financial Stolements for lheJinancial ar ended June 30, 2023

2. Notes
l.

3

e Financial Statements
nsfers from Government entities

Th resent counterpart Iunding and other receipts from govemment as follows

2.P s from Domestic and Foreign Loan
the FY 2022123 there was no loan received from Extemal Development Partners.

llaneous Receipts+

Cumulative2021t2022202212023
to-dateKshsKshs

lllc 2,754,146,023|,466,604,93437,500,000nterDart funds Quarter 
'l

ll 2.644,656,058409.628,678c ntemart funds Quarter 2I

ll 1,819,265.238448,821,32782.500,000c ntemart funds Quarter 3I

14,079,177,06913,t22,951479,706,956c ntemart funds Quarter 4I

21,297,244,3882338,177,890599,706,9561 o a I (See annex 3)

)t
,or 'a

I :r transfers from
rnment entities

7,894,0747,894,074\p :opriations-in-Aid
7,894,0747,894,074o rl

2l,305,138,4622,338,177,890607,601,030ir nd total

202y222022t23

Cumulative to
date

KshsKshs

n

12.139,395160.589122.288
b, k Interest

12,139"395160,589122,288ft t al

ll



National Urban Transporl Improvement project.
Annual Report and Financial Statements for lheJinancial year ended June 30, 2023

Notes to the Financial Statements (Continued)

4. Purchase of Goods and Services

5. Acquisition of Non-Financial Assets

2022t23 202U22

Cumulative to
date

Kshs

Receipts &
Payments
Controlled

by thc Entitv

Receipts &
Payments

made by the
Third Party

Total
Payments

Total
Payments

Kshs Kshs Kshs Kshs
Domestic travel
and subsistence 165.357,351

Total 165,357,351

2022t23 2021t22

Descri tion

Payments
made by the

Entity

Payments
Made by
Third
Party

Total payments Total
payments Cumulative to-

date

Kshs Kshs Kshs Kshs Kshs
Research,
studies,
project
preparation,
design &
su rvl sr on

66.256.843 66.256.843 83.856.076 1.564,236,065

Rehabilitation
of Roads 397 803.639 3e7,803,639 2,796,779 159 I 1.999 820.0s4

Acquisition
ol land t04.602.833 104.602.833 234.442,024 10,636.560.926

Total 568,663,315 3,115,077,259568,663,3 t 5 24,200,,617,045

12



Nation Transport I mprove me nl P roi e cl.

Annua orl ond Financial Slatements for the financiol year ended June 30, 2023

to the Financial Statements (Continued)
I
L

No
I

6. olh
I

grants, Transfers and PaYments

I

7. Ca{h d Cash Equivalents

a. nenl{< ounts

202U222022t23i

Cumulativc
to dateKshsKshs

Br I
260,73830,1 9323.763Charges

8.2t0.740
h

L

cl
Ec 8,21 0,740

payments (Bank A/c closure, Transfer to
account No.08 I 029 5 I 39897

8,471.47830,1938,234,503
al

202U222022n3
KshsKshs

39,888,52270.714,022
Ba

8.t
nl
iA

rccounts (Note

39,888,52270,714,022

20211222022n3

KShsKShs

rl

I

Ldcr-r Currencv Accounts

I Currency AccountsL{c:

I

8,112.21s
L Commercial Bank [A/c No I I 38238945]K n

3t,7'76,30733.741 .085
t Bank ofKenya [A"/c No 01001-327332-00)Nz

36.972,937
tive Bank [A/c No 0l I I 4l 160979900]cdot

39,888,52270,714,022To bank account balances

l3



National Urban Transport Improvement project.
Annual Report and Financial Slalemenls for the Jinonciol year ended June 30, 2023

Notes to the Financial Statements (Continued)
9. Deposits and Retention Monics

10. Fund balances Brought forward

Dcscription 2022t2023 202U2022
Kshs Kshs

Retention 33,741 .086 33,74t.086
Deposits

Total 33,741,086 33,74t,086

Ageing
analysis: Current FY 7o of the Total Comparative FY

%;" of
the

Total
Under one year 1,964.779 60/o

I -2 years 3t,776,307 94% 31,776.307 t00%
2-3 years

Over 3 years

Total 33,741,086 1000h 31,776,307 1000/"

Description 2022-2023 2021-2022

Kshs Kshs

Ilank accounts
36.972.937 8,112,215

Deposits and retention
33,741.085 31.776,307

Total
70,714,022 39,888,s22

t4



Nalion ban Transport I mprovement Project.
Annua ort and Financial Slatemenls for lhe tnonc ial year ended June 30' 2023

I

1
I ccounts Payable

Changes in Accounts Payable and RetentionI

2021-20222022-2023I
i

e :ription

Kshs Kshs

e 3t,776,30733,741 ,085ntion - Payments controlled by the entityRer
I

:3 31,776,30733,741,085t'o I

,

2$21-20222022-2023e!4 c ription

KShsKShs

0 808,675.67531.776,307sit and Retentions as at l't July

31,776,30?33.741,085t and Retentions as at 30th June

(776,899368)1,964,778,+ ge in Payables

l5



National Urban Transport Improvement Project.
Annual Report and Financial Statements for the Jinancial year ended June 30, 2023

Other important disclosures

l.Pending Accounts Payable

Balance b/f

FY 2022t2023

Additions for
the year

Paid during the
year

Balance c/f

FY 2022-2023

Description Kshs Kshs Kshs Kshs
Construction of
Civil Works 3,295,473,099 436,824,047 3,732,297,146

Land Compensation
2,466,365.8s3 46,803,922 2,5t3,169,775

Supply of services
72,481,239 66,799,482 5,68t,757

Total
5,834,320,191 483,627,970 66,799,482 6,251,149,679

l6



NATIONAL TLRBAN TRANSPORT IMPROWMENT PROJECT
Reports and Financial Statemenls For thefinancial yeor ended 30th June 2023

nnexes
Annex l. Prior Year Auditor-General's Recommendations

The following is the summary of issues raised by the extemal auditor, and management comments that were provided to the auditor. We

have nominated focal persons to resolve the various issues as shown below with the associated time frame within which we expect the

issues to be resolved.

ResolvedWe disagree with the
auditor's observation that
there was an unexplained and

unreconciled variance of
Kshs.776,899,369. We wish
to clarifu that the deficit of
Ksh.77 6,7 68,973 as shown in
the Statement of Receipts and
Payments represents. The
variance of Kshs.77 6,899,369
is the deficit for the year and

is obtained by the summation
of the net movement in
payables (Retention) and the
surplus for the year of
Kshs. 130,396 which is the net
interest income.

I

Inaccuracies in the
Financial Statements
The statement ofreceipts and
payments reflects a deficit for
the year of Kshs.77 6,768,973.
However. the statement of
financial assets indicates a
surplus of Kshs. 130,396
resulting in an unexplained
and unreconciled variance of
Kshs.776,899,369.

17



Nalional Urban Transport Improvemenl projecl
Annual Report and Financial Stotements for thefinancial year ended June 30, 2023

Further, the statement of
receipts and payments reflects
comparative surplus of
Kshs.291.744,934 for the
period ended 30 June 2021 but
the audited financial
statements for 202012021
reflects a surplus of Kshs.29l,
742,375 resulting in an
unexplained variance of
Kshs.2.5 59.

We agree with the auditor's
observation that there was an
unexplained variance of
Kshs.2,559. The difference of
Kshs.2,559 as noted by the
auditor was a transposition
error ofthe totals ofthe net
surplus for the year
202012021 as

Kshs.29l,7 44,934 instead of
the correct figure of
Kshs.29l, 742,3 75. This was
corrected in the amended
financial statements.

ii)Note I I to the financial
statements refl ects opening
deposits and retentions of
Kshs.808,675,675 as at I July
2020 and closing deposits and
retentions ofas at 30 June
2021 instead of I July,202l
and 30 June, 2022
respectively.

iii)We agree with the
auditor's observation that
there was a mix up of dates
on opening and closing
balances of retentions. This
was a regrettable typing error
in Note I I as noted by the
auditor. The amended
financial statements on page
14. Note l0 have been
corrected to reflect I st July
202 I and 30 June 2022 as
correctly pointed out by the
auditor.

Resolved

iii)The summary of fixed
assets at Annex 4 to the
fi nancial statements refl ects

iii)We agree with the
auditor's observation
resultin tn unex lained

Resolved

l8



Notional Urban Transport Improvement ProiecL
Annual Report and Financial Statements for the Jinancial year ended June 30, 2023

difference of 3,1 1 5,07 7,259.
The closing fixed assets cost
balance of
Kshs.23,63 1,953,730 was an

error. The difference of
Ksh.3,l 15,077,259 as noted

by the auditor is explained by
the additions for the year

consisting of
Ksh.2,880,635,23 5 for road

asset and Ksh.234,442,024 for
land com satlon.

closing fixed assets cost
balance of
Kshs.23,63 I ,953,730.
However, re-computation of
the balance reflects
Kshs.26,747,030,989
resulting in unexplained
difference of 3,1 15,077,259.

Resolvediv)We agree with the
auditor's observation that the

schedule of pending accounts
payable reflects a different
balance from the audited
fi nancial statements. The
opening balance of
Kshs.200,095 as noted by the
auditor under supply of
services was a regreftable
typing error. The financial
statements have been

amended on page 14 note
I I (Previously note 12.I ) to
reflect a nil closing balance as

correctly pointed by the
auditor

iv)Note l2.l on pending

accounts payable reflects an

opening balance of
Kshs.200,095 under supply of
services. However. the
audited fi nancial statements

reflect a nil closing balance
for the same item.ln the
circumstances, the accuracy
of the financial statements

could not be confirmed.

Transfer from Government
Entities

)

l9



National Urban Transport Improvement pruject.
Annual Report and Financial Stotements for the financ ial year ended June 30, 2023

The statement ofreceipts and
payments reflects transfer
from Government entities
through the parent Ministry of
Kshs.2,338, I 77,890 which
was fully expensed in the year
review. The receipts could
however not be confirmed
since the Authority did not
maintain separate bank
account and cashbook for
projects.

We disagree with the
auditor's observation.
The Authority maintained one
exchequer bank account to
receive exchequer funds lhat
are remitted in tranches
against the Authority's annual
Budget from the National
Treasury. Although the
authority maintains one bank
account for the exchequer
funds received, the Authority
maintains a dynamic
accounting system which is
able to provide a detailed
analysis ofvarious
transactions incurred through
the bank account on a project-
by-project basis. The
authority is therefore able to
segregate receipts and
payments, which ensures
accuracy of the balances
reported in the project
fi nancial statements. Further
total receipts from the Parent
Ministry are equally
confirmed at the end ofeach
financial

Resolved

3 Unsupported Bank Balance

Resolved
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We disagree with the
auditor's obsewation. The
authority maintains one bank
account for all the retention
money withheld from all the
projects. The Kshs.

3 1,7 7 6,307 represents the
retention for Nairobi Water
and Sewerage Company.

The statement of financial
assets reflects bank balance of
Kshs.39,888,522 as at 30
June-

2022. Included in this balance
is an amount of
Kshs.3 1,776,307 presumably

held at National Bank of
Kenya for which no
cashbook, bank reconcil iation
and bank confirmation
certificate were provided for
audit verification. ln addition.
the bank balance includes
Kshs.8, I 12,215 for KCB
account lor which bank
confi rmation certificate was
not provided for verification.
In the circumstances. the
accuracy and validity of bank

balance of Kshs.39,888,522
could not be con{irmed.

ResolvedWe disagree with the auditor's
observation that the Retention
balance was not supported by
a schedule showing the payees

and the retention balance due

Unsupported Retentions

The statement of financial

assets and Note l0 to the

fi nancial statements refl ects

retention balance of Kshs.3l.

4
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776,307 as at 30 Jrne,2022.
However, this balance was
not supported by a schedule

showing the payees and the
retention balance due to each

of the payee. Further review
of retention movement during
the year indicates that
retention amount of
Kshs.867,686,035 was

released to the contractor. It is
however not clear why this
balance was released to the
contractor before completion
ofthe works-

In the circumstances, the
accuracy and validity ofthe
retention balance ofKshs. 31,
776 07 as at 30 June 2022.

to each of the payee. The
retention balance of Kshs.3l,
776,307 is the total amount of
retention for Nairobi Water
and Sewerage Company. The
Retention balance of
Kshs.867,686,03 5 was
released to the contractor with
a retention money guarantee
as a substitute as provided for
in the contract.

5

Key Audit Matters

Budgetary Control and
Performance

The statement of comparison
and actual amountsof bud

We disagree with the auditor,s
observation that the
management did not provide
an itemized budget showing
the demiled budget irems for

Resolved
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which the expenditure was
intended.
we wish to clarifo that by
nature and practice,
appropriation by the national
assembly to the project is on a

specific line by line individual
project. this is the form in
which the project budgets are
uploaded into IFMIS and
availed for expenditure.
there is no over-expenditure
of Kshs.485,795,068 as

reported by the auditor. this is
because of the expenditure
which includes partial
retention released in the
current financial year for
China Wu Yi.

reflects a final expenditure
budget of
Kshs.2,629.3 12,3 84.
However, Management did
not provide an itemized
budget showing the detailed
budget items for which the
expenditure was intended. In
addition, the statement
reflects a final expenditure
budget of Kshs.2,629,3 12,384
against actual expenditure of
3. I I 5,1 07,452 resulting to an
over-expenditure of
Kshs.485,795,068 for which
no authority was provided for
audit purposes.

Pending Bills
Note l2.l and Annex 3 to the

financial statements reflects
pending accounts payables

totalling Kshs.5,834,320,191

which comprises of
Kshs.3,295,473,099 for
construction of civil works,

Other Matter

We agree with the auditor's
observation that the
Management has committed
to liaise with the line Ministry
and the National Treasury for
timely provision of sufficient
budgetary allocations to pay
the debts in the subsequent
financial year and that the

Not Resolved Continuous
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Kshs.2,466.365,853 for land
compensation and

Kshs.72,48l ,239 for supply
of services that remained

unpaid as at 30 June,2022.
Although Management has

committed to liaise with the
line Ministry and the National
Treasury for timely provision

of sufficient budgetary

allocations to pay the debts in
the subsequent financial year,

the Project is at risk of
incurring significant
unquantified interest costs and

penalties due to failure to pay

invoiced bills when they fall
due

pending bill for the Project is
at risk of incuning significant
unquantified interest costs
and penalties due to failure to
pay invoiced bills. The
accumulated pending bill
amounting to Kshs.
5,834,320,I 9l was as a result
ofbudget constraints in the
current and prior financial
years. The Authority is
continuously liaising with the
parent ministry and the
National Treasury to ensure
adequate GoK budgetary
allocations to facilitate
settlement of the entire
pending bill.

I

Basis for Conclusion

Cancellation of
Agreement.

The project was co-financed
by the World Bank (lDA) 80%
and the Govemment of Kenya

Financing

We agree with the auditor's
observation that the financing
agreement was cancelled in
December 2018 and thus since

24



National Urban Transport Improvement Projecl
Annual Report and Financial Statements for the tinancial year ended June 30, 202j

January 2019 the project
became a government of
Kenya funded project, 100%.

However, we do not agree
with the observation that It is
not clear the circumstances
under which the Bank
withdrew fiom the project and
how the financing agreement
was terminated.
We wish to clariry that the
agreement was cancelled on
3 I st December 201 8 at the
request ofthe National
Treasury hence the Project
reverted to the Govemment of
Kenya. This was due to
additional and substantial
land compensation amounts
as the project runs through
high value area of Nairobi
metropolis. Consequently, the
funding for the project
remained solely the
responsibility ofthe

vernment

(GoK) 20% up to 3 I st
December 2018. The
financing agreement was
however cancelled in
December 2018 and thus since
January, 2019 the project
became a govemment of
Kenya funded project, 100%.
The funding summary at Note
I .7 of the financial statements
indicate that as at the time of
cancellation. an amount of
Kshs.23,837,436,577 had

been drawn.

It is not clear the
circumstances under which
the Bank withdrew from the
project and how the financing
agreement was terminated.

ContinuousNot Resolved

2. Delay in Project
Completion
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Rehabil itation and Capacity
Enhancement ofJames
Gichuru Junction- Rironi (Al
04) Road Contract No.
KeNHA/RD/SP/l 951 /201 6
for Rehabilitation and

Capacity Enhancement of
James Gichuru Junction-
Rironi (A 104) Road was
entered into through a
contract agreement dated 02

August, 2016 between Kenya
National Highways Authority
and a Contractor for the
rehabi litation and capacity
enhancement ofJames
Gichuru Junction Rironi (Al
04) for a contract sum of
Kshs. I 6,366,586,563
(inclusive oftaxes) and for a

period of thirry-six (36)
months plus twelve ( l2)
months defects liability
period.

Through addendum No. 3,

the contract sum was varied
6y 24.7o/o

We agree with the auditor's
observation that there was a
delay in Project completion.
The delay in Project
completion is attributed to the
increase in the project sum
due to redesigning and
reconstruction of major
bridges, delay in land
acquisition and cancellation
of the fi nancing agreement
prior to conclusion ofall the
project components hence
inadequate resources fiom the
government of Kenya now lhe
sole financier ofthe project.
In addition, delays have been
caused by inadequate budgets
over the years and increase in
scope.
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Overall construction time
No.5 140-KE for elapsed
was at 92.22o/o against an

overall project progress of
72% indicating slow
progress of implementation
that may call for further
extension of time.
Further, physical

verification conducted in
September 2022, revealed
that no works were ongoing
as the contractor had

suspended work fiom
March,2022 citing lack of
payments. The funding
challenge was further
evident by addendum No. 4,
clause 14.9 ofthe contract
that was effbcted to
facilitate release of retention
money to the contractor
against a bank guarantee in
a bid to release funds to the
project.

The delay in completion of
ect will lead tothe road o

28



Nalional Urban Transport I mprovemenl Project.
Annual Report ond Financial Statements Ior the tinancial year ended June 30, 2023

increase in avoidable costs of
interest and penalties on
delayed payments as well as

deny the public the benefits
that would have accrued from
the completion ofthe proiect.

3

Accrued Interest on Delayed
Payments

Review of records revealed
that as at 30 June.2022, the
National Urban Transport
Improvement Project had
accrued a total of
Kshs.230,382,944 as interest
due to delayed payment of
interim payment certificate
No.42 dated 23 May,2022.
In the circumstances. the
Project continues to attract
avoidable costs of interest and
penahies due to delay in
making payments to the
contractors

We agree with the auditor's
observation that they had
accrued a total of
Kshs.230,3 82,944 as interest
due to delayed payment of
interim payment certificate
No.42 dated 23 May 2022.
We wish to note that the
accrued Interest on delayed
payments was occasioned by
factors which were beyond
the authority' control i.e.,
Inadequate budgetary
allocation, delay in release of
exchequer funds and cash
crunch occasioned from
withdrawal of World Bank
credit facility to the project.
However, the authority will
endeavor to make budgetary
allocation in subsequent
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din bills in full
financial years to settle the

-):,=hu^^,_,-
Eng. kungu Ndur(\
Director General

2 3 StP 20zl

Eng. Henry Gakuru
Director Development

? j 5r/ 2023

DateDate
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Annex 2- nce explanations - Comparative Budget and Actual amounts [or 202212023

Comments on
Variance

Budget
Utilisation
Variance

"h of
Utilisation
Variance
to Final
Budget

Actual on
Comparable
Basis

Final
Budget

c=a-b d=bla Yoba

II

^
RECE
YEAN

IS DURING THE
IRIOD

100o/o
607,601,030 607.601,030nt of KenyaGoven

Interest eamed
during the year122,288 (122,288)lar s receiptsMiscel

€ lOOo/"607,723,318 (122288)607,601,030e'( iptsTotal
n
v

TS DURING THE
RIOD

PAYM
YEAR

8,234,503
AI

et
e

Ir

ous Payments
r equity Bank)

Miscell
(TransI

568,663,31 5

Acquisi
assets

II r ofnon-financial
95o/o

30,703,212

Goods and

607,601.030

Servi
Purc )

n 95o/"30,703,212576,897,818607,601,030Total p lents
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Project Name: National Urban Transport Improvement project

Break Down of transfers from the Ministry of Roads and Transport.

Government Counterpart
Fundin

Bank Statement
Date Amount (KShs) FY

Counterpart funds Quarter I 22 JLul 2022 37,500,000 2022/23
Counterpa( funds Quarter 2

Counterpart funds Quarter 3 16 Jan2023 82,500,000 2022123

Counterpart funds Quarter 4 l6 Ma 2023 479,706,956 2022/23
Others 27 -Jun-23 7,894.074 2022/23

Total 607,601,030

Annex 3: Reconciliation of inter-entitv transfers

The above amounts have been communicated to and reconciled with the parent Ministry/ state department.

Eng. Kungu Nd n Chanje Kera
Director General Deputy Director (F&A)

ICPAK Member No. 8279

?i 5tr:-l2 j SEP 70n

Date Date
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Annex 5. Summary of Fixed Assets Register

Asset class

Opening Cost

(KShs)

2022t2023

Donations in
form ofassets

(KShs)
2022n023

*Purchases/

Additions in the Year

(KShs)

2022t2023

**Disposals

in the Year
(KShs)

2022t2023

Transfens
in/(out)

2022/2023
Closing Cost (KShs)

20xx

(A) (b) (c)) (d) (d) (e)= (a)+ (b)+c)-(d)+()d
[.and 10,53 1.958,093 r 04,602,833 l0 636.560.926lnlrastructure
assets roads I 1.602.016.415 464.060.482 12.066.076.897
Research.
studies. projecl
preparation,
design &
superv ision

1 .497 ,979,222 1.497.979.222

Total 23,631,953,730 568,663,315 24200,617,04s
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