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1. Acronyms and Glossary of Torms

CBK Central Bank of Kenya

ICPAK Institute of Certified 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 INT'ORMATION AI{D OVERALL PERFORMA}ICE

2.1 Name and registered oflice

Name

Objective

The key objective of the project is building climate resistanl 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 offices are Nairobi, Nairobi County, Kenya

The address of its registered office is:

Kenya Rural Roads Authority
Barabara Plaza, Block B,
Airport South Road

P. O. Box 48151 - 00100 Nairobi.

Contacts: The following are the project contacts

P.O. Box: 48151 - 00100 Nairobi

Telephone: +254 7l I 851 103

E-mail: dg@kerra.go.ke

Website: www.kerra.qo.ke

lll
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Project information and overall performance (continued)

2.2 Project Information

2.3 Project Overview

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

Project 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 Pauline Kahwai

Project Sponsor: The project sponsors are, the Govemment 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

Department for Roads, Ministry of Roads and Transporl.

Project number 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 groMh, lower the cost of
doing business, and improve the security and

stability of the region; 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 following means:

(i) Construction of about 83 I kmof road to all weather

standards. This comprises of l06km of low volume

seal and 725km ofgravel roads;

ii) Job creation for the local population since the

construction will use labour based methods;

(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 roadsi and

Environmental protection and management of natural

resources within the focal area.

Other important

background information of

the project

ASAL areas have the lowest development indicators and the

highest incidence ofpoverty in Kenya. The Vision 2030

Development Strategy for Northem Kenya and other Arid
Lands aims to improve infrastructure in ASAL areas in order
to reduce vulnerability 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.

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

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

Meru, Tharaka Nithi.



AFD - ASAL Rural Roads Prujea
Report and Financial Statemcnts for fourteen Months Period ended lune 30, 2023

Areas that the project was

fomred to intervene

The project was forrned to intervene in the following

problernVgaps:

(i) Job creation for the local population through the
use of labour based methods in construction;

(iD Strengthening the managerial, administrative and

technical capacities for road plaoning,
procur€ment, 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 mads; and environmental
protection and management of nafural resoutres
within the focal area.

Project duration Six (6) Years

vl
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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 General Office

2.6 Roles and Responsibilities

Names Title

designation

Key

qualification

Responsibilities

Eng. Philemon K. Kandie,

de(dkerra.so.ke

Dhilemon. kandie(rDkerra. so. ke

+254 07 77 85 I I 03,0207807600

Director

General

BSc Hons, P.

Eng., MIEK, MSc

MBS-

Accounting Officer

Eng. Enoch K. Ariga

dpde(alkerra. eo.ke

E k kerra ke

+754 07 77 85 I 103,0207 807 602

Director

(Planning,

Design &

Environment)

BSc Hons, P. Eng.,

MIEK. MA

(Planning)

Supervisor

Eng. Samuel N. Mwangi
dpde(irrkerra.so.ke

samuel.mwangi@kerra.go.ke
+254 07 77 85 1 103,0207 801 602

Proj ect

Manager

BSc Hons, MIEK,

R. Eng.

Coordinator ofthe
Program Activities

CPA Pauline N.Kahwai
dcs(Z)kerra. eo.ke

kahwai(atkerra .so.ke
+254 07 77 85 | t03,020780760 I

Proj ect

Accountant

BCom, CPA(K),

ICPAK,

MSc (Fin.)

Accountant, support

the project team

regarding compliance,
pa],rnents and reports.

vll
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2.7 Funding summary

The Project is for duration of 6 years from 2020 to 2026 with an approved financing plan of Euro

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

vlll
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Project information and overall performance (continued)

Below is the funding summary:

A. Source of Funds

Excharge Rete 1f,um =KES150.291120.06

Gretr
(rADGrant 24,066,667 3,616,979,383 7s,028 9,007,910 23,991,639 3,607,971,474

Loan Summary

(ilAD toan 59,800,000 8,987,342,000 312,328 37,498,076 59,487,672 8,949,843,924

Total E3,E66,667 12,604321Jr3 3r7356 46,505,985 8!,479)tt 12557,E15,39t

(iilCounler Part fmds

2t,595,632 3,245,607,564Gorrrmnt of Keqi"a

Miscelbreous Receia

21,948,000 3,298,564,920 352J68 52,957,3s6

Total 105,8r4,667 1s,902,886J03 739,724 99463342 105,074,943 15,E03,422,962

lx
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Project information and overall performance (continued)

B. Application of Funds

Exchange Rate Ituro =K85150.29l120.06

A$ication of frm&
Amrd rcceived to date (30t[ Jtne

20L3)

Crmuletive Amrdpoid b &b
- (30th Jtne 2023)

Unutilfoed

hahme to dth
306Jme 202it

Donor

cunency@uro)
Xsfu

Donot

cunency@uro)
f,sis

Donot

currcncy(Eum)
f,s/rs

(A) (A) (B) (B) (A)-(B) (A'HB)

Grant

A FI) 75.028 9.007.910
75,028 9.007,910

(ii) l,oan Summary

AfD han I r2,128 37,498,076 112.328 37.198,076

38?.356 46,505,985 387,356 46,505,985

i(ii) Counteryafi funds

Govemrrent ofKenla 352,368 5) q5? 156 (34.s10) (5,186,581) 386,878 47.110,775

Mbcellerrous Recefts

Total 739,724 99,463,342 352,846 4r,3 r 9,404 386,878 41,770,775

x
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2.8 Project information and overall performance (continued)

Section 8l (2) (0 of the Public Finance Management Act,2012 requires that, at the end of each

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

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

Accounting Standards Board includes a statement of the national govemment entity's performance

against predetermined objectives.

The key development objectives ofthe 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

Absorption I lo/o

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

therefore fully complied with both the financing agreement and other statutory

requirements.

xl
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3. STATEMENT OF PERFORMANCE AGAINST PROJECT'S PREDETERMINED

OBJECTIVES

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

!tSAL project are responsible for the preparation and presentation ofthe Project's financial

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

the end ofthe financial year (period) ended on June 30, 2023.

This responsibility includes

(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 al

any time the financial 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 fraud.

(iv) Safeguarding the assets ofthe project;

(v) Selecting and applying appropriate accounting policies.

(vi) Making accounting estimates that are reasonable in the circumstances.

lntroduction

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

each financial year, the Accounting Officer when preparing financial statements of each

National Government entity in accordance with the standards and lormats prescribed by the

Public Sector Accounting Standards Board includes a statement olthe national govemment

entity's performance against predetermined objectives.

The key development objectives of the project's agreenrcnt/ plan are lo:

d) Boost Agriculture in Kenya, for food provision.

e) Sustainability ofcash flow in food production by enhancing road networks.

l) Change of traditional culture to create employment in the modem world.

g) Social economic development in BETA -Bottom Up Economic Transformation.

h) Reduce of Rural-Urban Migration by enhancing road networks to promote devolution.

xll
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Progress on attainment of strategic development objectives

For purposes of implementing and cascading the above development objectives to specific

sectors, all the development objectives were made specific, measurable, achievable,

realistic and time-bound (SMART) and converted into development outcomes. Attendant

indicators were identified for reasons of tracking progress and performance measurement.

xnl
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Bclow we provide the progress m attaining the stated objectives rl
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4. ENVIRONMENTAL AND SUSTAINABILITY REPORTING

This is a new Project which has not progressed.

xv
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5. STATEMENT OF PROJECT MANAGEMENT RESPONSIBILITIES

The Principat Secretary for the Ministry of Roads and Transport the Project Coordinator for AFD

ASAL) are responsible flor the preparation and presentation of the Project's financial statements,

which give a true and fair view of the state of affairs of the Project for and as at the end of the

financial year ended on June 30, 2023.

This responsibility includes

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

be elfective throughout the repo(ing 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 intemal controls relevant to the preparation and

fair presentation of the financial statement, and ensuring that they are fiee from material

misstatements, whether due to error or fraud.

(iv) safeguarding the assets of the project.

(v)Selecting and applying appropriate accounting policies and

(vi)Making accounting estimales that are reasonable in the circumstances.

The Principal Secretary for the Ministry of Roads and Transport the Project Coordinator for Climate

Proof AFD ASAL project accept responsibility for the Project's financial stalements, which have

been prepared on the Cash Basis Mcthod of Financial Reporring. using appropriate accounting

policies in accordance with Intemational Public Sector Accounting Standards.

The Principal Secretary for the Ministry of Roads and Transport the Project Coordinator for Climate

Proof AFD ASAL project are of the opinion that the Project's financial statements give a true and

fair view ofthe state of Project's transactions during the financial year ended June 30, 2023, and of

the Project's financial position as at that date. The Principal Secretary for Ministry of Roads and

Transport and the Project Coordinator for Climate Proof AFD ASAL project further confirm the

completeness ofthe accounting records maintained fior the Project, which have been relied upon in

the preparation ofthe Project financial statements as welI as the adequacy ofthe systems of intemal

financial control.The Principal Secretary for the Ministry of Roads and Transport and the Project

Coordinator for ASAL-AFD project confirm that the Project has complied fully with applicable

Govemment Regulations and the terms ol'extemal financing covenants, and that Project funds

received during the financial year under audit were used for the eligible purposes for which they

were intended and were properly accounted for.

xvl
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Approval ofthe Project Financial Statements

The Project financial statements were approved by the Principal Secretary for the Ministry ofRoads

and Transport the Project Coordinator for Climate Proof AFD ASAL project on

2O23 and sigred by:

+/^^
Deputy Director (F&A)
CPA Matilda Wakere Ita
ICPAK Member Number: 5469

Project Coordinator
Eng. S.N Mwangi

Director General
Eng. Philemon Kandie MBS

-

xvl1
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REPUBLIC OF KENYA

OFFICE OF THE AUDITOR-GEI{ERAL

Enhancing Actountahilitv

HEADqUARTERS

Anniversary Towers
Monrovia Street

P.O. Box 3oo84-ooroo
NAIROBI

REPORT OF THE AUDITORGENERAL ON AFD - ASAL RURAL ROADS PROJECT
FOR THE FOURTEEN MONTHS PERIOD ENDED 30 JUNE, 2023 - 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 lhe financial statements
are fairly presented in accordance with the applicable financial reporting framework,
accounting standards and the relevant laws and regulations thal have a direct effect
on lhe financial statements.

B. Report on Lavvfulness 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, ecrnomic, transparent and accountable manner to ensure Government
achieves value for money and that such funds are applied for the intended purpose.

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

An unmodified opinion does not necessarily mean that an entity has complied with all
relevant laws and regulations, and that its internal controls, risk management and
governance systems are properly designed and were working effectively in the financial
year under review.

The three parts of the report are aimed at addressing the statutory roles and
responsibilities of the Auditor-General as provided by Article 229 of the Constitution, the
Public Finance Management Act, 2012 and the Public Audit Act, 201 5. The three parts of
the report, when read together constitute the reporl of the Auditor-General.

REPORT ON THE FINANCIAL STATEMENTS

Opinion

I have audited the accompanying financial statements of AFD -ASAL Rural Roads Project
set out on pages 1 to 19, which comprise of the statement of financial assets as at

Report of the Auditor-General on AFD - ASAL Rural Roads Proiect for the Fourteen monlhs period ended
30 June, 2023 - Kenya Rural Roads Authority
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30 June, 2023, and the statement of receipts and oayments, statement of cash flows and
the 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, the financial posilion of AFD - ASAL
Rural Roads Project as at 30 June, 2023, and of its financial performance and its cash
flows for the year then ended, in accordance with the lnternational Public Sec{or
Accounting Standards (Cash Basis) and comply with the Financing Agreements
No. CKE 1117 01 H & CKE 1117 02 J dated 2 October, 2020 between Agencc Fracaise
De Development d(AFD) and the Government of the Republic of Kenya and the Public
Finance Management Acl, 2012.

Basis for Opinion

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of the AFD - ASAL Rural Roads Project
Management in accordance with ISSAI 1 30 on Code of Ethics. I have fumlled 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 audil 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 final receipts budget
and actual receipts on comparable basis of Kshs.913,457,356 and Kshs.99,463,342
respectively resulting in an under-funding of Kshs.8'|3,994,014 or 89o/o of the budget.
Similarly, the statement reflects final expenditure budget and actual amounts on
comparable basis of Kshs.46,329,425 and Kshs.S,186,581 respectively, resulting in an
under-expenditure of Kshs.41 , 142,844 or 89% of the budget.

Further, the statement reflects total budgeted receipts of Kshs.913,457,356 against total
budgeted expenditure of Kshs.46,329,425 resulting to un explained budget unbalance of
Kshs.867,127,931 .

The under-funding and under-performance affected the planned activities of the Project
and may have impacted negatively on service delivery to the public.

Key Audit Matters

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

Report of the Auditor-General on AFD - ASAL Rural Roads Project for the Fourleen months period ended
30 June, 2023 - Kenya Rural Roads Authoriry* 2



REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

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

Basis for Gonclusion

The audit was conducted in accordance with ISSAI 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 are in compliance, in all material respects, with the authorities that
govern them. I believe that the audit evidence I have obtained is sufficient and appropriate
to provide a basis for my conclusion.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

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

Basis for Conclusion

The audit was conducted in accordance with ISSAI 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 control, risk management and 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 Financing Agreement, I report based on my audit, that:

i. 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;

-

It

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

Report of tha Auditor-General on AFD - ASAL Rurql Roads Project for the Fourteen months period cnded
30 June. 2023 - Kem,a Rural Roods Authorii, 3



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 to sustain its services, disclosing, as applicable, matters
related to sustainability of services and using the applicable basis of accounting unless
Management is aware of the intention to terminate the Project or 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 effective 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
governance and risk management, and ensuring the adequacy and effectiveness of the
control environment.

Auditor-General's Responsibilities for the Audit

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

Further, in planning and performing the audit of the financial statements and audit of
compliance, I consider internal control in order to give an assurance on the effectiveness
of internal controls, risk management and overall governance processes and systems in

Repon of lhe Audilor-Genarul on Al-D - ASAL Rural Rood.r Projea for lhe Fourlecn nonths pariod ended
30 June, 2023 - Kenya Rural Roads Authority 4
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accordan@ with the provisions of Section 7(1)(a) of the Public Audit Act, 2015 and submit
the audit report in compliance witlr Article 229(7) ol lhe 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 control may not prevent or detect
misstatements and instances of noncompliance. 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
Project's 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:

o 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
fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control.

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

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

a

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

a

a

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

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

Report of the Audilor-General on AFD - ASAL Rtrql Roads Project /or the Fourteen nontfu period ended
30 June, 2023 - Kenya Rural Roads Authoritl 5



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

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

FCPA cy , cBs
AUDITOR.GENERAL

Nairobi

05 December, 2023

Report of lhe Auditor-Ceneral on AFD - ASAL Rural Roads Project for the Fourteen months period ended
30 Junc, 2023 - Kenya Rural Roads Authori4 6



Prymentr mrde by
thlrd perdes FY

2022-23
Descripffon Note

Receipts ard
psymcnts conholled
by the endty FY 2022.

23
Kshs. Kshs.

Cumulrdve tcdrte
(From lnceptlon)

Ksha.
Receipts
Transl'er from Govenlment
entitics

I 5) O57 15rr 57 057 156

Procccds from donrestic and
forcign grants

2 9.007.910 9.007.910

Loan fiom extemal
develoDrnent Dartn(]rs

J 37.498.076 37.498.0'76

Interest Income

Total receipts 52,957,356 46.505,985 99.463.342
Payments

Compensation to (jmployees 4 538.400 538.400
Tender Evaluatitln 5 70.000 70.000
Road Works 6 3.556.25 I 3.556.251
Intcrv-iews & C'onl crences 5 I,008,700 I,00rJ,700

Purchase of goods & serv'ices

Other grants and transfers
/payrncnts

J 46.505.985 46.505.985

Bank Charges 5 13,230 13.230

Total pa!'ments 5,186,581 46,505,985 51,692,567
Su rplus/ (deficit) 47,770,715 47.770,775

I

III

II

.1f'D - ..lS-1L Rurul Roads Pnlect
Rcport und Finuncial Statoncnts lbr.lburtatn .llonths Pariod tntlul .luru -10, 202-l

7. STATEMENT OF RECEIPTS AND PAYMENTS FOR THE YEAR ENDED 3OTH JUNE 2023

-D4,q
ProjectC6-o rdinatorDeputy Director (F&A)

CPA Matilda Wakcre Ita

ICPAK Member Number: 5469

Director General
Eng.Philemon Kandie MBS

2--

Eng. S. n- Mwangi



'' D -.4S.lL Rurul Roul: Proju.r
port unl |-inanciul Stutenents.fbrjburtee n .llonths Period ended ,lunc -10, 202-l

8. STATEMENT OF FINANCIAL ASSETS AS AT 3OTII JT]NE 2023

Descrlption Note tY2022/:23
Kshs

Financial Assets
Cash and CasL equivalents
Elank Balances 8 47,7-70,7-75
M iscellaneot;s rcceipts
Cash cquivalents (Short- tenn deposits)
lfotal Cash and Cash equiwalents 47,770,775
Irrprests and Advances
Total Financial Assets 47,770,'775
Financial Liatrilities
Net Asscts 4'7 ,'770,77 5

[Leprescnted fBy
S trrp lus/( De fic it ) Ibr the Yc;rr 47.770,77 5
Net Financial Position 47,77O,775

The accounting poLcies and explanatory notes to thcse financial statemcnts lbrm an integral part of the financial
statements. Thc financial statemcnts *'ere approved on 27th Scptember 2023 and signcd by:

i{{p-
Deputy Director (F&A)
CPA Matilda Wakere Ita

ICPAK Member Numbcr: 5469

Projcct Coordinator
Eng. S. N Mwangi

Director General
Eng.Philernon Kandie MBS

2
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AFD - ASAL Rural Roads Project
Report and Financial Statements for fourteen Months Period ended June 30,2023

9. STATEMENT OF CASIIT'LOW FOR THE YEAR ENDED 3OTH JUNE 2023

Cas hflorw fr',o rn ope rating actirzitie s

R-eceipts
Transfer frorn gorze rnrne nt entities 1 s2,957,356
Proceeds frorn dornestic and foreigr gants 2 9.OO7.9L0
Loan frorn e><ternal derzeloprnent partners 37,494,076
I\zliscellaneous receipts
Total re ceipts 99,463,342
Paf/rrre nts ft'orn C)pe rating expences
C ornpe rr-s ation of ernployee s 4 (s34'400)
Tender Erza hra,tion 5 (70,OOO)
Inten ie\ /s & Confererrces 5 (1,OOA,7OO)
Purchase of goods & serwices
Ot}" er grants and transfers /payrnents
Barrk ctrarges and otlrers 5 (t323o>
Total Paf.rrre nts (1.63().330)
1\Iet cash florw fi:orn operating actirzitie s 97,433"O11
Cas hflorw fi:o m inrze sting actirzitie s
R-oad \I/orks 6 (3-556-25t\
Net cash florws ft'o rn in\.e sting actirzitie s 94"276,760
tCash flo'rw fi'o rrr ffna.ncing actiwitie s
Proceeds frorn forefu1rr borrorxzings J (46,505,945)
NIet increase in cash and cash eou.irzalenLs 47-770-775
Cash and cash e quirzale nt at breginning of
the ye ar
Cash and cash e quirzale nt at end of the
\ae ar 47,77O,775

J



AFD - ASAL Rural Roads Project
Report and Financial Statemen* for fourteen Months Period ended June 30, 2023

The accounting policies and explanatory notes to these financial statements fomr an integral part of the financial
II& eBI!' 'vr q,Ircvw w rv-J @ rrSlIw vJ.

,N\@
Deputy Director (F&A)
CPA Matilda Wakere Ita
ICPAK Member Number: 5469

Project Coordinator
Eng. Samuel Mwangi

#'L1
Director Gcneral
Eng. Philemon Kandie MBS

I
-
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.4FD - .4SAL Rurul Roads Project
Report and Financiul Stotements Ior Iourteen ,Vonths Period ended June 30, 2023

IO. STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS FOR YEAR ENDED

30r'tr JUNE 2023

R.cdptr/Prym€ntr Item Orlglnd Budget AdJultEenE Flnel Budget
Actual on Companblc

Brsir

BrdSet
Udltuadon
IXlfercncc

A. ol
Uflllzrdon

i b c=r+b d €Fcd f.d,lcoA
Receipts

101.500.000
Transfer from Government
€ntities

(66.042.644) 3',7.151.356 3?.457.356 (0) 100%

Proceeds from domestic
and foreign grants

.150.000.000 (1.10.991.090) 450.000.000 q.007.q I0 440.9S:.0')0

Proceeds from borrowings .126.000.000 (18r,i.s01.924.00) 426.000.000 17.498.0?6 188.501.924 9rA

Total Receipts 979,500,000 (895.516.658.00) 913,457.356 E3,963J:12 829,494,014 9%

Payments 00h

Compensation of
employees

10.000.000 (9..161 .600.00) 10.000.000 538.400 9.46 t .600 5./.

Tender Evaluation 829.425 (759.425.00) 829.425 70,000 't 59.425 80h

Road Works 30.000.000 (26.1,13.749.00) 10.000.000 3,556,251 26.443.',1 49 12.

5,000,000Interviews & Conferences (1.99 r.300.00) 5.000.000 r,008,700 3.991.100 20%

Pettv cash & conferences 400.000 (400.000.00) 400.000 400.000 oo

r 00.000Bank Charges and others (92.650.00) r00.000 13,230 86.770 o.k

Total PrYments 46J29,425 (11.148.724.00) 46329,42s 5.186.58t 41,142.U4 I lo/o

Surplus or Deficit I
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AFD - ASAL Rural Roads Project
Repon and Financial Slatements for fourteen Months Period ended June 30, 2023

11. SIGNIFICA}{T ACCOT]NTING POLICIES

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

out below:

a) Statement of compliance and basis of preparstion

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 out 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 financial statements comply with and conform to the form of

presentation 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 Proof Project AFD-ASAL under the State

Department for Roads. The financial statements are for the reporting entity Climate Proof

Project AFD-ASAL as required by Section 8l of the PFM Act,2012 .

c) Reporting currency

The frnancial statements are presented in Kenya Shillings (Kshs), which is the functional

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

Shilling.

d) Recognition of receipts

Climate Proof AFD ASAL recogrises all receipts from the various sources when the event

occurs, and the related cash has been received.

i) Transfers from the Exchequer

Transfer from Exchequer is recogrrized in the books of accounts when cash is received.

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

to the receiving entity.

6



AFD - ASAL Rural Roads Project
Report and Financial Statements for lourteen Months Period ended June 30, 2023

Signifi cant Accounting Policies (continued)

ii) External Assistance

Extemal 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

ofassets 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 when cash is received.

Cash is considered as received when a payment advice is received by the recipient entily or

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

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

date indicated on the payment advice.

v) Proceeds from borrowing.

Borrowing includes external 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 satisfied or

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

completion. An analysis ofthe Project's undrawn external 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.

7



AFD - ASAL Rural Roads Projecl
Report and Financial Statement for fourteen Months Pefiod ended June 30, 2023

) Use of goods and servlces

Goods and services are recogrrized as psyments in the period when the goods/services are

consumed and paid for. Ifnot paid for during the period where goodVservices are consumed

they shall be disclosed as pending bills.

iii) Interert on borrowing

Borrowing costs that include interest are recognized as payment in the period in which they

incur and paid for.

iv) Repayment of borrowlng @rlncipd amount)

The rcpayment of principal amount of borrowing is recopized as palm.ent in the period in

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

consolidated financial statements,

8



AFD - ASAL Rural Roads Project
Report and Financial Statements for fourteen Months Period ended June 30, 2023

Signifi cant 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 from 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 financiaI statements.

vi) In-kind donations

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

and/or services 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 paynents both as receipts and as payments in equal and opposite amountsl

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 with an original maturity ol three months or less, which

are readily conveftible 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 of the financial year. For the purposes ofthese

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

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

accounted for at the end ofthe financial year.

9



AFD - ASAL Rural Roads Project
Report and Financial Statements for fourteen Months Period ended June 30, 2023

Signifi cant Accounting Policies (Continued)

g) Restriction on cash

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

liability 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 of these financial stalements, imprests and advances to authorised public

officers 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 imprest payments are recognized as pa),rnents when fully accounted ior by the

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

accounts receivables are disclosed in the financial slatements.

i) Contingent Liabilities

A contingent liability is:

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

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

wholly within the control of the entity; or

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

i) It is not probable that an outflow of resources embodying 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 comfort/ support, insurance. Public Private Partnerships,

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

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

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

statement is a register of the contingent liabilities in the year.

l0



.4FD - ASAL Rurol Roads Project
Report and Financial Statements for fourteen Months Period ended June 30, 2023

Signifi cant Accounting Policies (Continued)

j) Contingent Assets

(The Authority does not recognize a contingent asset, but discloses details ofa possible asset

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

future events not wholly within the control of KeRRA in the notes to the financial statements.

Contingent assets are assessed continually to ensure that developments are appropriately

reflected in the financial statements. If it has become virtually certain that an inflow of

economic benefits or service potential will arise and the asset's value can be measured

reliably, the asset and the related revenue are recognized in the financial statements of the

period in which the change occurs.

k) Pending bills

Pending bills consist of unpaid liabilities at the end of the financial year arising from

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

the payment ofcash in the reporting period, they recorded as 'memorandum' or 'off-balance'

When the pending bills are finally settled, such pa),rnents 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 accounts

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

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

for 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 ofKenya Budget Printed Estimates for

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

funds as transfers and account for them separately. These transfers are recognised as inter-

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

Project's actual performance against the comparable budget for the financial yearlperiod

under review has been included in an qnnex to these Jinancial statements.

ll



lFD - .4SAL Rural Roads Project
Report and Financial Statements for fourteen Months Period ended June 30, 2021

Signifi cant Accounting Policies (Continued)

m) Third party payments

Included in the receipts and payments, are payments made on its behalfby 10 third parties in

form ofloans 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 receipts and

palments.

n) Exchange rate differences

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

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

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

exchange rales prevailing at the dates 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 liabilities denominated in foreign currencies are

recognised in the statements ofreceipts and payments.

o) Comparative figures

Where necessary comparative figures for the previous financial yearlperiod 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 yeariperiod 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 olher adjustments noted arising from previous

yea(s). There is no Prior adjustment.
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AFD - ASAL Rural Roads Project
Report and Financial Statements urteen Months Period ended June 30, 2023

12. NOTES TO THE FINANCIAL STATEMENTS

1. Transfers from Government entities

These represent counterpart funding and other receipts from govemment as follows:

Counterpart fundlng throagh lWnistry oj Roads & Transport
courtefpart fuds Quarter I 52,957,356 s2,957,3s6
Couterpart fiirds Quarter 2

Counterpart firrds Quarter 3

Courterpart firrls Quarter 4
Total (See Anrex 3) 52,957,356 52,957,356
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AFD - ASAL Rural Roads Prujecl
Report and Financial Stoument lorlourteen Months Pefiod eaded Jane 30, 2023

2. Proceeds From Domcstic and Forelgn Grants

During the financial period to 30 June 2023, we received grants from donors as detailed in the table below:

9,0079t09,007910

Gants ltcceived

frmBibt€ral
Dooas (Foreign

Croveroments)

75,028.4

9.007.9109.007.9r0Totd 75,02t.40

t
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AFD - ASAL Rarul Roads hojed
Report aad Financial Statcmenflor fourtccn Months Period endcd Jane 30, 2023

Notcf to the trIDrncid Strtements (Continucd)

3. Loan from External Devclopment Partners

During the financial period to 30 June 2023, we received funding ftom development partners in form of loans negotiated by the National
as detailed in the table below:

ASAI{AFD) 311,653

'l
37 498,07 37 498 07 37,498,076

Totd 311,653 37,4%,07d 37,498,0761 17198,076

l5



AFD - ASAL Rural Roads Project
Report and Finoncial Stotements for fourteen Months Period ended June 30,2023

4. Compensation of Employees

KshsKsb Kshs IGhsKshs

Basic sabries of penmnent

ermbwes

538,400
Basb wages oftenporary
enpbyees

538,400

Penonal albwances pail as

part ofsahry

Personal albwarrces paid as

reimbrrserrrnts

538,400538,400Total

l6



AFD - ASAL Rural Roads Projea
Report and Fiaancial Statemen* for lourteen Months Period ended June 30, 2023

t

Notes to the Finencial Statements (Continued)

5. Other Operating Erpenses

Utihbs, srpptbs and servbes

70,000Tender Evalntirn 70,000.00

Bank charges & othen 32,550 13,230

htervbw, & Cmfererces t,008,700 I,008,700

1,091,930Totd l,lll,250
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AFD - ASAL Rural Roads Project
Report and Financial Suamen* for fourteen Months Period ended ,Iune 30, 2023

Notes to the Financial Statements (Continued)

Kshs. Kshs. Kshs I(shs
Corerrrtbn ofroads 3,556,251 3,556,251
Constrrctbn of civil works
Total 3,556,251 3,556,251
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AFD - ASAL Rural Roads Project
Report and Financial Statements for fourleen Months Period ended June 30, 2023

Foreiprr Currenct/ Accotrrrts
Central Bank of I(enya [A./c No,.....]
I(enya C orrrnerc ial Bank [A,/c
Nol I 19722381 45,957,849

Kenya C orrrrrercial Bank [A./c
Nol2855O4O7O 1,472,926

I(enya Corrrnercial Barrk I I f 550821O
Total 47,77(),775

Notes to the Financial Statements (Continued)

7. Cash and Cash e uivalents

Bank Accounts

8. Project Bank Accounts

Deputy Director
CPA Matilda Wakere Ita
ICPAK Member Number: 5469

Project Coordinator
Eng. S. N Mwangi

&k
Director General

Eng.Philemon Kandie MBS

YW

F oreigr Currency Accounts
Central Bank of I(eny'a [A,/c No.......|
I{eny'a C orrn:nerci.ral Barrk [A,/c
Nol I 19722381 45,957,449

I(enya C orrrrrrercial Bank [A,/c
Nol2855O4O7O t,ar2,926
I(enya Corrrrrrercial Bank f I 155082 I O
Total 47,77O,775

l9



AFD - ASAL Rural Roads hojea
and Financisl Statements urteen Months Period ended June 30, 2023

PROGRESS ON FOLLOW tJP OF PRIORYEARAI.'DITORS RECOMMENDATIONS

r There were no audited Financial statements in the last financial yar 2O2112022

r AFD/ASAL is a new donor funding pmject

Reference No on the

Ertemal Audit Report

IssuedObrcrvations

from the Audltor

Mrnagcmcnt

Comments

Status (Resolved

Not resolved)

Time Freme

N/A N/A N/A N/A N/A

I
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AFD - ASAL Rural Roads Proiect
and Financial Statements -for fourteen Months Period endetl June 30' 2023Report

Annex 2: Variance explanations - Comparative Budgct and Actual amounts for Current 2022-23

Budg€t

Utilizadon
Difference

o/o of
Utiliadotr

Acturl on Comprnble
Brsis

Adjurtnents fhd BudgetOriginal BudgetReceipb/Pryments IteE

Fdlc ohe=cddc=e+bba

Receipts

100%(0))1,4s1,3561',t,451,356103,500,000 (66,U2,644)Transfer from Govemment

entities

440,992,0909,007,910450,000,000450,000,000 (440,992,090)Proceeds from domestic

and forei$ gants

90/o38E,501,91417,498,076(388,501,924.00) 426,000.000426,000,000Proceeds from bonowings

90/.829,494,0r483.963,342913,457,356979,500,000 (E95,536.658.00)Total Receipts
0%Payments

5vo9,461,600538,40010,000,00010,000,000 (9,461,600.00)
Compensation of
employees

8%759,42570.000(759,425.00) 829,425829.425Tender Evaluation
26.443.7493.556.25 r(26.443 ,1 49 .00) 30,000,00030.000.000Road Works

3,991,3005,000,000 1,008,7005,000,000 (1,991,300.00)lnterviews & Conferences

0%400.000400,000400,000 (400,000.00)Petry cash & conferences

86,770 00/"13,230(92,650.00) 100,000Bank Charges and others r00,000

41,142,U45,186,5E146329.425 (41,148.724.00) 46329,425Total Paymetrts

I
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AFD - ASAL Rural Roads Project
RePort and Financial Statements for fourteen Months Period ended June 30, 2023

Annex 3: Reconciliation of inter-entity transfers

Description
Project Narne:
ASAL.AFD
Break down of fi:ansfers from the St te Depsrbnent of Roads

a Gove rnment Counterpart funding
Bank Statement D Armunt (Kshs) FY2022-23

52,957,356

Total 52,957,356

B Direct payments
Bank Staternenr Arnount (Kshs) FV 2022-23

9,007,910
Total 9,007,910

C Othe rs

Bank
Staternent Date

Arnount (Kshs) FY 2022-23

37,498,076

Total
Total
(A+B+C)

99.463,342
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AFD - ASAL Rural Roads Project
.Report and Financial Statements for fourteen Months Period ended June 30,2023
9: Other Support I)ocuments

i.Bank Reconciliations statement as at 306 June 2023

23



0t


