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Pro ect Start Date 18th December 2009

Pro ect End Date: 2014

Project Manager Eng. D.A Muchilwa - Director Development
Im lementation Team LeaderJ. M. Mwatu - P

ect S rt&lm ort Bank of China

Nairobi - Thika Highway Inrproventent project Lot 3

Reports and Financial Statements
For the Jinancial )tear ended June 30, 2020

PROJECT INFORMATION AND OVERALL PERFORMANCE

l.l Name and registered office

Name: Nairobi-Thika Road Improvemerrt Project (Kenyatta University - Thika) Lot 3

Objective: The objective of the Project is to improve the accessibility, affordability and reliability of
the transport infrastructure system to promote economic groMh and socio-economic development in
Kenya.

Address: BarabaraPlaza
Jomo Kenyatta International Airport (JKIA)
Off Mazao Road
Nairobi, Kenya

Contacts:

Telephone:
E-mail:
Website:

1.2 Project Information

I.3 Projcct Overview

Director General
Kenya National Highways Authority
P.O. Box 49712-00100
Nairobi
+254-20-495000
dg@kenha.co.ke
www.kenha.co.ke

Line Ministry/State
Department of the
Project

Project Nurnber

'l'he Ministry of T'ransport, Infi'astrurcture, IJousing, Urban Development
& Public Works

CIjINA EXIMBANK GCI, NO
12900030220091 I 0s85

(200e) 3e T'o1-Ar_ NO. (290)



Nairobi - Thika Highway [mprovement Projcct Lot 3

Reports and Financial Statements
For the I ended June 30, 2020

1.4 Bankers Co-operative Bank Limited
KUSSCO Branch
Nairobi

1.5 Auditors Auditor General
Office of the Auditor General
P.O. Box 30084 - 00100 GpO
Nairobi

1.6 Roles and Responsibilities

Strategic goals
project

of the

Increase efficiency of road transport aro,g the Nairobi - Thika
Road and open areas surrounding Nairobi and Thika for
development investments and trade purposes.

Promote private sector participation in the management,
financing and maintenance of roads assets.

(i i)

(i)

goals through the
The project management aims to achieve the
following means:-

Achievement of strategic Construction of 23.88 K
and Thika town.

ween Kenyatta University(i) ms of road bet

Current situation that the
project was formed to
achieve

The project has since
Government of Kenya.

been completed and handed over to the

Names Title designation ualification onsibilities
En D.A Muchilwa Director Develo ment ualified Pro ect oversi tEng. J. Mwatu Project Irnplementation

'l'eam Leader
Qualified Project Implementation

leam LeaderMr. P. Wachira Chief Finance Officer Qualified Project Financial
Man ialistMs. L. Wanyonyi Deputy Direcror Supply

Chain M cnt
Qualified Project

Specialist
Procurer-nent
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Nairobi - Thika Highway Improvement project Lot 3

Reports and Financial Statements
For the financial year ended June 30, 2020

1.7 Funding summary

The project is for duration of 6 years from 2009 to 2014 with an approved budget of RMB
87,545,228 equivalent to Kshs. 9,423,271,316 as highlighted in the table be'iow:

(i) Loan

China EXIM Bank 87,545,229 8,423,271,316 87,545.228 423,271,316

(ii)Counterpart
funds

Government of Kenya

223,344,999 223,344,899

Total 87,545,229 8,646,616,214 87,545,229 8,646,616,214

Sorrrcc ol'lirnds I)onor Conrntitmcnt-

RTII} RITTB

(rl

,l[,sis Kslts
B')

Amount rcccivcd lo tlate -
(30.06.2020)

tlndran n llirlance to
tlate
(30.06.2020)

RII ll /[.r'i.r

1.8 Summary of Overall Project performance:

This project has since been completed and handed over to the Government of Kenya.

1.9 Summary of l,roject Compliance:

There were no instances of non-compliance with applicable laws and regulations, and essential
external financing agreements/covenants.
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STATEMENT OF
OBJECTIVES

Nairobi- Thika Highway Improvcnrcnt project Lot 3

Reports and Financiol Statements
For the /inancial -year ended June 30, 2020

PEITFORMANCIT AGAINST PITOJECT'S PIIEDETIIMINEI)
The.key development objectives ol-the project are to:(i) Improve road transport services along the Nairobi-Thika corridor.and enhance urban mobilitywithin the metroporitan area by reduclng traffic 

"ong"rtion.(ii) contribute to the developt',"nt of a su*stainable u.Ean public transit system for the NairobiMetropolitan Area
(iii)Promote private sector paaicipation in the manageme,t, operation, and financing of roadinfrastructure in Kenya

Progress on attainment of strategic deveropment objectives
For purposes of implementing andiascadingih. above clevelopment objectives to specific sectors, allthe development objectives were made specific, measurable, achievable, realistic and time-bund(SMART) and converted into developnrcnt outcomes. Attendant indicators were identified forreasons of tracking 

-progress and perfonnance measurement: Ilelow we provide the progress onattaining the stated objectives:

Irnproved traffic
level of service
with reduced
travel time
reduced delays,
and fbwer
accidents

T'raffic flow
volumes, vehicle
delays, speed,
nurnber of
accidcr-rts,

transit/para-
transit fare

I'}olicy nteasLrres.
plans and
investment
programs to
irrrplernent
Nairobi Metro
Systent preparecl
MOI' contracl.
concludcd
betwee n thc
GOK and Privatc
entiry

Pro ect ob ve 0utcome Indicator Performance

Nairobi - Thika
Highway
hnprovement.

Improve road
transport services
along the Nairobi-
Thika corridor and
enhance urban
mobility within rhe
metropolitalt area
by reducing traffic
congestion.

Contribute to thc
development of a
sustainable urban
public transit
system for the
Nairobi
Metropolitan Area

Prornote private
sector participation
in the lnanagement,
operation, and
financing of roacl
infi'astructurc in
Kcnya

Average travel
time during peak
hour from
Nairobi to Thika
reduced by 60%
from 2.5 hrs to I

hr

Average annual
accident rate on
the Nairobi-
Thika section
reduced by 70%
fiom 230 to less
than 70 Average
public tr.ansport
lare fl'onr Nairobi
to l'hika reduced
by 30%.

l-he I-{igway is
already under
Pcrlbrrnance
basecj

maintcnance
contracts.
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Nairobi - Thika Highway Inrprovcmcnt project Lot 3

Reports and Financial Stotements
For tlte /inancial -ltear ended June 30, 2020

CORPOI{ATE
REPORTING

SOCIAL RESPONSII}II,ITY STATEMENT/SUSTAINABILITY

1. Sustainability strategy and prolile

Sustairrable Development Goals (SDGs) 2015-2030 provides a plan of acrion for the people and
prosperity' Five out of the seventeen goals are pertinent to management of projects being undertaken
by the Authority. These are being addressed through the following initiatives;

a) Good health andv'ell-being (SDG 3); The Authority strives to undertake Road Safety
Audits to identify accident black spots, implement intervention measures and provide
road safety education to reduce accidents;

b) Gender Equality (sDG 5/.'The Authority encourages mainstreaming of gender equality
in project and programmes by incorporating compliance to one third gender rule in
procurement and recruitment;

c) lndustrst, innovation and infrastructure (SDG 9); The Authority develops quality ,

reliable, sustainable ancl resilient infrastructure including regional and trans-border
infrastructure to support cconomic development and lruman wellbeing with a focus on
affordable and equitable access lor all;

d) Sustainable citie.s antl conttnunities (SDG I l); TheAuthority endeavours to extend the
paved road network to hitherto underserved areas in the region to improve nationwide
access to high speed and ail - weathcr connectivity; and

e) Clintate qction (SDG l3); 1-t're Authority endeavours to conrbat negative impacts ol.
road development through etrvirotrnrental rnitigatiorr, climate change rneasures and
compl iancc with Natiorta l I'.nvironment Management Authority (INEMA) requ irements
in all developntent projects

2. flnvironmental perfor.nlAncc

The ALrthority is working towards cnsuring environnrental sustainability in projects by unclertaking
tree planting exercises, irnplenrentation ol'roacl beautification progr.anrs, epforcc rcinstateme,t ol.
quarries atld borrtlw pits alter cottstt'uctiorr rv{lrks, unclcrtakes regular I:nvironrnental I.rpact
Assessment (lrlA) Audits, carries oLrt M&[: on Irrrvirclnnrent ancl Social Managcrnent plan (ESMps)
as wcll as Ilrrvironrnental Social lnrpact Assessr,crrt (lrsln ) o, projects.



Nairobi -'l'hil<a Highway Im;rrovenrcnt pro.lect Lot 3

Reports and Financial Statements
For the )tear ended June 30, 2020

3. Employee welfare

In all its staff appointments, the Authority takes deliberate actions to embrace Equal Employment

Opportunity policies, gender mainstrearrring, addresses concerns around persons Living with
Disabilities (PWDs) and takes affirmative action in line with prevailing Government policy

guidelines. The Authority prioritizes training to develop technical capacity of staff in the fields of
Value Engineering, Project Financing, Project, Contract Management, performance Based

Maintenance and Safety.

4. Market place practices

The Authority strives to ensure responsible competition practices through undertaking annual

governance audits in projects, rnonitoring the implernentation of policies and further promotes ethical
conduct in projects. The Authority equally sensitizes stal'f on corruption and integrity.

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

order to increase budgetary allocations 1'or projects thus honouring contracts by paying its liabilities
on time.

5. Community flngagements

During the implementatiotl o1'the Project, the Ar-rthority is committed to remainilg a responsible

corporate cirizert by being accountablc for its actions through engaging in Public participatio,. 'l'he

Project's goal in terms of community engagement is to ensure that the projects foster long-term
relationships with stakeholdcrs and cotnnrunities around thc project. The aipr is not just to build roads

that foster development but to ensure collaboration with the local communities to achieve sustainable

developrnent. 'l'he project stafl' is also encouragecl to give back to society by participating in thc

Authority's corporate social responsibility proiccts.

'l'he Contractor lras becn involved in various CSIt activities geared towards provicling the local

residents through constructiot-t o{'water kiosks alorrg thc project road, irnprovement of access roads

and cnhancirtg Iearning and playilrg cnvirorrrncnt in schools along t[e projcct roacl.'fo enhance social

safeguarcls in projects, the Authotity unclertakes I{escttlertrent Action Plan (RAP) studies and

impletncttts its recornntendations, carries out Social Impact Assessments (SlA), undcrtakes gerrcler.

nlainstreanting and conduct stal<cholciers' lorurtr to scnsitize thc public in several cross cuttirg issues.

VI



Nairobi - Thika Highway Improvcntent project Lot 3

Reports ancl Financial Statemenls
For the financial year ended June 30, 2020

4 J STATBMENT OF PROJECT MANAGEMENT RESPONSII}ILITIES

The Director General, KeNHA and the Project lrnplernentation Team Leader for Nairobi - Thika
Highway Improvement Project Lot 3 are responsible for the preparation and presentation of the
Project's financial statements, which give a true and fair view olthe state of affaiis of the project for
and as at the end of the financial year (period) ended on June 30,2020. This respopsibility in-cludes:
(i) maintaining adequate financial management arrangement and ensuring that these continue to be
effective throughout the reporting period; (ii) maintainirrg proper accounting records, which disclose
with reasonable accuracy at any time the financial position o1' the project; (iii) designing,
implernenting and maintaining internal controls relevant to the preparation uni fui. presentattn Jf
the financial statement, and ensuring that they are fi'ee lrom material misstatements, whet6er due to
error or fraud; (iv) safeguarding the assets of the Project; (v) selecting and applying appropriate
accounting policies; and (vi) rnaking accounting estirlates that are reasonable in the circumitances.

The Director General, KeNI-lA and the Project Implementation Team Leader for Nairobi - T'hika
Highway Improvement Project l-ot 3 accept responsibility for the Project's financial statements, which
have been prepared on the Cash Basis Method of Financial Reporting, using appropriate accounting
policies in accordance with International Public Sector Accounting Standards.

TIre Director General, KeNHA and the Project Implementation Team Leader for Nairobi - Thika
Highway Improvement Project Lot 3 are of the opinion that the Project's financial statements give a
true and fair view of the state of Project's transactions during the financial year epded June30,-2020,
and of the Project's financial position as at that date. Director General, KeNHA a,d the project
Implementation Team Leader for Nairobi - 'l'hika I Iighway Improvement Project Lot 3 further
confirm the completeness of the accounting records maintained for the Project, which have beerr relied
upon in the preparation of the Project financial statements as well as thc adequacy of thc systems of
internal fi nancial control.

The Director General, KeNHA and the Project Implementation Team l,eader for Nairobi - Thika
Highway Improvement Project Lot 3 confinn that the Project has complied fglly with applicable
Governmetlt l{egulations and the terms of external finarrcing covenants, and that Project f,urnds received
during the financial year under audit were used 1'or the eligible purposes for which il.,"y *.r. irrte,ded
and were properly accourrted for.

Approval of the Project financial statements

The Project flnancial statements were approvecl by the Director Ceneral, KgNHA ancl thc project
Lnplementation 'l'eam Leader for Nairobi - Thil<a Ilighway Intprovement project Lot 3 on

2020 and signcd by rhem

t'{rltllt{^
Eng. Petcr M. Mundinia
Dircctor Geueral

Ilng. David A. Muchilwa
Director Dcvelopnr err t

C Chan.ie Kcra
Dcputy I)irector (F&A)
ICPAK Mcmber No. 8279
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REPUBLIC OF KENYA
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En hanc i ng Accountab i I ity
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Anniversary Towers
Monrovia Street

P.O. Box 3oo84-ooroo
NAIROBI

REPORT OF THE AUDITOR.GENERAL ON KENYA NAIROBI.THIKA HIGHWAY
IMPROVEMENT PROJECT (LOT 3) GOVERNMENT CONCESSTONAL LOAN
AGREEMENT NO.(2009) 3e TOTAL NO.(290) FOR THE YEAR ENDED
30 JUN 2O2O - KENYA NATIONAL HIGHWAYS AUTHORIW

REPORT ON THE FINANCIAL STATEMENTS

Opinion

I have audited the accompanying financial statements of Kenya Nairobi-Thika
Highway lmprovement Project (Lot 3) Government Concessional Loan Agreement
No.(2009) 39 Total No.(290) set out on pages 1 to 12, which comprise the statement
of financial assets and liabilities as at 30 June, 2020, and the statement of receipts
and payments, statement of cash flows and the statement of comparative of budget
and actual amounts for the year then ended, and a summary of significant accounting
policies and other explanatory information in accordance with provisions of Article 229
of the Constitution of Kenya and Section 35 of the Public Audit Act, 2015. I have
obtained all the information and explanations which, to the best of my knowledge and
belief, were necessary for the purpose of the audit.

ln my opinion, the financial statements present fairly, in all material respects, the
financial position of the Kenya Nairobi-Thika Highway lmprovement Project (Lot 3) as
at 30 June, 2020 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 Loan Agreement No.1290003022009110585 between
Export lmport Bank of China and the Government of the Republic of Kenya and the
Public Finance Management Act, 2012 dated 18 December, 2009 and the Public
Finance Management Act, 2012.

Basis for Opinion

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of Kenya Nairobi-Thika Highway lmprovement
Project (Lot 3) Management in accordance with ISSAI 130 on Code of Ethics. I have
fulfilled other ethical responsibilities in accordance with the ISSAI and in accordance
with other ethical requirements applicable to performing audits of financial statements
in Kenya. I believe that the audit evidence I have obtained is sufficient and appropriate
to provide a basis for my opinion.

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 Kenya Nairobi-Thika Highwa.v Improvement Project (Lot 3) Government
Concessional Loan Agreement No.(2009) 39 Total No.(290) for the .year ended 30 June. 2020 Kenya National
Highw,ays Authority
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Other Matter

Pending Bills

Note 11 to the financial statements reflects pending bills balances of
Kshs.823,181,683 as at 30 June, 2020. The balances relate to disputed claims that
arose six years eadier but had not been disclosed as contingent liabilities over the
prior periods. Although Management has committed to liaise with the line Ministry and
The National Treasury for adequate budgetary allocation and timely Exchequer
releases for prompt payments in the subsequent financial year, the Project is at risk of
incurring significant interest costs and penalties with the continued delay in making
payments.

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 laMully and in an effective way.

Basis for Conclusion

The audit was conducted in accordance with ISSAI 4000. The standard requires that
I comply with ethical requirements and plan 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 OVERALL GOVERNANCE

Conclusion

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

Basis for Conclusion

The audit was conducted in accordance with ISSAI 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 overall
governance were operating effectively, in all material respects. I believe that the audit
evidence I have obtained is sufficient and appropriate to provide a basis for my
conclusion.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

As required by The Export lmport Bank, I report based on my audit that: -

Report of the Auditor-General on Kenya Nairobi-Thika Highway lmprovement Project (Lot 3) Government
Concessional Loan Agreement No.(2009) 39 Total No.(290) for the year ended 30 June, 2020 Kenya National
Highways Authority
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I have obtained all the information and explanations which, to the best of my
knowledge and belief, were necessary for the purpose of the audit;

ln my opinion, adequate accounting records have been kept by the project, so
far as appears from the examination of those records; and

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

Responsibilities of Management and those Charged with Governance

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with lnternational Public Sector Accounting Standards
(Cash Basis) and for maintaining effective internal control as Management determines
is necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error and for its assessment of the
effectiveness of internal control, risk management and overall governance.

ln preparing the financial statements, Management is responsible for assessing the
Project's ability to continue to sustain 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 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 financial reporting
process, reviewing the effectiveness of how the Project 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 overall
governance and risk management, and ensuring the adequacy and effectiveness of
the control environment.

Auditor-General's Responsibilities for the Audit

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

Reprt of the Auditor-General on Kenya Nairobi-Thika Highway Improvement Project (Lot 3) Government
Concessional Loan Agreement No.(2009) 39 Total No.(290) for the year ended 30 June. 2020 - Kenya National
Highways Authority
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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 accordance with the provisions of Section 7(1)(a) of the Public Audit
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 control 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 fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal
control.

a

a

a

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

Conclude on the appropriateness of the Management's use of the 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

Report of the Auditor-Ceneral on Kenya Nairobi-Thika Highway lmprovement Project (Lot 3) Government

Concessional Loan Agreement No.(2009) 39 Total No.(290) for the year ended 30 June. 2020 Kenya National
Highwa.vs Authority
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obtained up to the date of my audit report. However, future events or conditions
may cause the Project to cease to continue to sustain its services.

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

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.

a

a

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

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

AUDITOR.GENERAL

Nairobi

28 December,2020

Report of the Auditor-General on Kenya Nairobi-Thika Highway Improvement Project (Lot 3) Government
Concessional Loan Agreement No.(2009) 39 Total No.(290) for the year ended 30 June. 2020 Kenya National
Highways Authority
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Nairobi - Thika Highway Inrprovement project Lot 3

Reports and Financial Statements
For the /inancial -year ended June 30, 2020

STATEMENT OF' RECEIPTS AND PAYMBNTS FOR THE PERIOD ENDED 3OTH .IUNE2020

The accoutlting policies and explanatoly notes to these financial statements are an integral part of thefinancial statements.

ilttt/r\^
Eng. Peter M. Mundinia
Director General

Eng. I)avid A. Muchilwa
I)ircctor l)evelop nt en t

hanjc Kcra
puty Director (F&A)

ICI'AK Member No.8279

Note
2019/20 2018/19 Cumulative

to-date

Receipts and
payments

controlled by
the enti

Payments
made by

third
rties

Ileceipts
and

payment
controlled

by the
en

Payments
made by

third
parties

KShs KShs KShs KShs KShs
RECEIPTS
Transfers from
Government 10.3 223,344,999 223 J 898
Loan from external
development
partners 10.4 a

J 7t t6TOTAL
RECEIPTS 223,344,999 8 I t4

PAYMENTS

Acquisition of
non-financial
assets 10.5 223,344,999 6l 214TOTAL
PAYMENTS 223,344,999 8 1 I 4SURPLUS/
DEFICIT

r)ffi Datc
2 6 AUo i[?r

Date



Nairobi - Thika Highway Improvement Irroject Lot 3

Reports and Financial Statements
For the /inancial year ended June 30, 2020

7 STATEMENT OF FINANCIAL ASSETS AND LIABILITIES AS AT 3OTH JUNE 2O2O

2020
Kshs

2019
Kshs

FINANCIAL ASSETS

Cash and Cash Equivalents
Cash & Cash equivalents

TOTAL FINANCIAL ASSETS

REPRESENTED BY:

Cash and cash equivalents b/fwd
Surplus/Deficit for the year
Prior year adjustments

NET FINANCIAL POSITION

The accounting policies and explanatory notes to these financial statements form an integral part of
the financial statements. The financial statements were approved on 26 AUi 2S?.A 2020
and signed by:

ll,t{it\^
Eng. Peter M. Mundinia
Director General

Eng. David A. Muchilwa
Director Developmerrt

CPA hanje Kera
Deputy Director (F&A)
ICPAK Member No.8279
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Nairobi - Thika Highway Improvement lrroject Lot 3

Reports and Financial Statements
For the Jinancial -year ended June 30, 2020

8 STATEMENT OF CASHFLOW FOR THE PERIOD 3OTH JUNE 2O2O

2020

Receipts for operating income
Transfer from Government entities
Proceeds from domestic and foreign grants
Miscel laneous receipts

223,344,999

Payments for operating expenses
Compensation of employees
Purchase ofgoods and services
Social security benefits
Transfers to other government entities
Other grants and transfers
Other payments

Net cash flow from operating activities 223,344,999

2019

CASHFLOW FROM INVESTING ACTIVITIBS
Acquisition of Assets
Net cash flows from Investing Activities

CASHFLOW FROM BORROWING ACTIVITIES
Proceeds from Foreign Borrowings

Net cash flow from financing activities

NET INCREASE IN CASH AND CASH
EQUIVALENT
Cash and cash equivalent at BEGINNING of the
year
Cash and cash equivalent at END of the year

(223,344,999)
(223,344,899)

'l-he accounting policies and explanatory notes to thcse financial statements fbrm an integral part of
the financial statements. The entity financial staternents were approved on 2020
and signed by

I'tilfitt^
Bng. Peter M. Mundinia
I)irector Gencral

Eng. David A. Muchilwa
Dircctor Dcvclopment

Chanje Kera
I)eputy Director (F&A)
ICI'AK Mcnrber No. 8279

-)
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Nairobi - I'hika Highway Improvement lrroject Lot 3

Reports and Financial Statements
For the /inancial .year ended June 30, 2020

NOTES TO THE FINANCIAL STATEMENTS

The principal accounting policies adopted in the preparation of these financial statcments are set out
below:

l0.l Basis of Preparation

10.1.1 Statement of compliance and basis of preparation

The financial statements have been prepared in accordance with Cash-basis IpSAS financial
reporting under the cash basis of Accounting, as prescribed by the PSASB and set out in the
accounting policy note below. This cash basis o1' accounting has been supplemelted with
accounting for; a) receivables that include imprcsts and salary advances ana'U; payables that
include deposits and retentions.
The financial staternents 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.

10.1.2 Reportingentity

-fhe financial statements are for the Nairobi - Thika Highway Improvement project Lot 3 under
National Government of Kenya. The financial statcments encorxpass the reporting entity as
specified in the relevant legislation pFM Act 2Ol2 .

10.1.3 Reportingcurrcncy

The financial statemerlts are presented in Kenya Shillings (KShs), which is the lirnctional and
reporting currency of the Project and all values are roundecl to the nearest Kelya Shilling.

10.2 Significant Accounting lrolicies

a) Ilecogn ition of receipts

1'he Project recognises all receipts fi'orn thc various soLrrces wlien the evcnt occurs and the
related cash has actually becn receivcd by the Covcrnnrent.

oTransfers from the Exchequcr
'l'ransl'er li'orn llxchequer is be recognized in the lrooks of accounts wlren caslr is rcceivecl. Cash
is considercd as reccived whert paymcnt instrurction is issLrecl to tfte balk arrcl nclti{led to thc
receivirrg entity.

o Extcrn:rl Assistancc
l:xtenral assistalrce is received through grants and loans fj'opt ntLrltilatcral ancl bilatcral
developnretrt partners.

5



Nairobi - Thika Highway Improvement l)rojcct Lot 3

Reports ond Financial Statements
For the /inancial -year" encletl June 30, 2020

Grants and donations shall be recognizecl in the books of accounts when cash is received.
Cash is considered as received when a payment advice is received by the recipient entity or by
the beneficiary. In case of grant/donation in kind, such grants are recorded upon receipt of thegrant item and upon deterrnination of the value. The dite of the transaction is the value date
indicated on the payrnent advice.

Proceeds from borrowing
Borrowing includes Treasury bill, treasury bonds, corporate bonds, sovereign bonds and
external loans acquired by the Project orany other debt tlie Project may take oni"itt be treated
on cash basis and recognized as a receipt during the year they were received.

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 ortheir ongoing satisfaction is highly likely and the project is anticipated to continue to
completion. An analysis of the Project's undrawn exteinaiassistance is shown in the funding
summary

o Other receipts
These include Appropriation-in-Aid and relates to receipts such as proceeds fi.om disposal of
assets and sale of tender documents. These are recognir"d in the financial statements the time
associated cash is received.

SIGNIFICANT ACCOUNTING pOLICIES (Continued)

ions and

b) Recognition of payments

T'he Project recognises all payrnents when the cvent occurs ancl the related cash has actually
been paid out by the Project.

. Compeltsation of cmployees
Salaries and Wages, Allowances, Statutory Contribution for crnployees arc recognized in t6e
period whcn the conrpensation is paicl.

o Usc ofgoods and serviccs
Coods arrd services are recognized as payl'ncllts in thc pcriod wherr thc goods/services are
cotrsumcd and paid for. Il'not paid fbr dLrring thc period where goods/services arecorrsumed,
they shall be disclosed as pcncling bills.

o Intcrest on borrowing
Borrowitlg costs that incltrde irttcrest arc recognized as paynrent in the periocl in wSiclr t6ey
ir-rcurred and paid fbr.

6



Nairobi- Thika Highway Inrprovcnrent l)roject Lot 3

Reporls ond Financial Statements
For tlte finoncial -year ended June 30, 2020

SIGNIFICAN'I' ACCOUN'I'tN(; POLICIES (Continucd)

. Repaymcnt of borrowing (principal amount)

The repayment of principal amount of borrowing is recognized as payment in the period in
which the repayment is made. Thc stock ol' debt is disclosed as an annexure to the
consoli dated fi nancial statements.
o Acquisition of fixed assets

The payment on acquisition of property plant and equipment items is not capitalized. The
cost of acquisition and proceeds fron, disposal of these items are treated as payments and
receipts items respectively. Where an asset is acqLrired in a non-exchange transaction for nil
or nominal consideration and the fair value of the asset can bc reliably established, a contra
transaction is recorded as receipt and as a paynlent.

A fixed asset register is maintained by each pLrblic entity and a summary provided for
purposes of consolidation. This summary is disclosed as an annexure to the consolidated
financial statements.

c) In-kind donations

In-kind contributions are donations that are rnade 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 thc financial value received for in-kind
contributions can be reliably deterrnined, the Project includes such value in the statement of
receipts and payments both as receipts and as payments in equal and opposite amounts;
otherwise, the corrtribution is not recorded.

d) Cash and cash equivalcnts

Cash and cash equivalents comprise cash on hand and cash at bank, short-term deposits on
call arrd highly liqLrid investnrents with an original rnaturity of three rnonths or less, which
are readily convertiblc to known amounts o1'cash and are subject to insignificant risk o1'

changes in value. Bank account balances irrcludc amounts held at the Central Bank o1'
Kenya and at various comnrercial banks at the end ol-the flnancial year. Iror the purposes of
these financial statcrnents, cash and cash equivalcnts also includc short terrn cash irnprests
and advances to authorised pLrblic ofllcers arrd/or institLrtions whicli wcre not surrendered or
accourrted for at the cnd of'the financial ycar.

Restriclion on caslt
Restricted cash represents an-ror,rnts that are lirnitcd/restrictcd fi'orn being used to settle a
liability for at least twelve rnonths after the reporting pcriod. This cash is limited for direct use
as reqr:ired by stipulatiotr. Anrounts nraintaincd in dcposit bank accounts are restricted lor use
in refunding third part deposits

1



Nairobi - Thika Highway Improvcnrent Pro.icct Lot 3

Reports oncl Financial Statements
For tlte /inancial -year ended June 30, 2020

SIGNIFICANT ACCOUNTING POLICIES (Continued)

e) Accounts receivable
For the pllrposes of thesc financial statements, imprests and advances to authorised public
officers and/or institutions which wcre not surrendered or accounted for at the end of thc
financial year is treated as receivables. This is in rccognition of the government practice
where the imprest payments are recognized as paymcnts when fully accounted for by the
imprest or AIE holders. 'l'his is an enhancement to the cash accourrting policy. Other
accounts receivables are disclosed in the financial statements.

0 Pending bills

Pending bills consist of unpaid liabilities at the end of the financial year arising from
contracted goods or serviccs during the year or in past years. As pending bills do not
involve the payrnerrt of cash in the reporting period, they recorded as 'memorandum' or
'off-balance'items to providc a sense of the overall net cash position of the Project at the
end of the year. When the pending bills are finally settled, such payments are included in
the statement of receipts and payments in the year in which the payments are made.

g) Budget

The budget is developed on a comparable accounting basis (cash basis), the same accounts
classification basis (except lor accounts rcceivable - outstanding imprest and clearance
accounts and accounts payable - deposits, which are accounted for ol1 an accrual basis), and
for the same period as the financial statements. 'Ihe Project's budget was approved as
required by Law and National 'l'reasury Regulations, as well as by the participating
developrnent partners, as detailed in the Governlnent of Kenya Budget Printed Estimates for
the year. l-he Development Projects are budgeted for r-rrrder the MDAs but receive budgeted
l'unds as transfers and account for tlrern separately. These transfers are recognised as inter-
cntity transl'ers and are elirnirrated upon consolidation.

A high-level assessnrent o1'the Project's actual perfornrance against the compar.able budget
lbr the finarrcial ycar/period under review has bcen included in an annex to these tlnancial
statements.

h) Third party paynrcnts

Included in the rcceipts and payments, are payrnents nradc on its behalf by to third parties
in fornr of'loans and grants.'l-hese payments do not constitute cash receipts and paymeltts
atrd are discloscd in the payment to third parties colunrn in the statement of receipts anci
payments.

Durirrg the ycar No loart disbursenrents were rcceivcd in lbrrn ol- direct paynrents fi-orl tlrircl
parties.

8
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Nairobi - Thika Highway Improvement project Lot 3

Reports and Financial Statements
For the /inancial -year ended June 30, 2020

SIGNIFICANT ACCOUNTING POLICIES (Continued)

i) Exchange rate differences

The accounting records are maintained in the functional currency of the primary economic
environment in which the Project operates, Kenya Shillings. Transactions in foreign
currencies during the yearlperiod are converted into the fuictional currency using the
exchange rates prevailing at the dates of the transactions. Any foreign exchange gaini and
losses resulting from the settlement of such transactions and fiom thJtranslation'aiyear-end
exchange rates of monetary assets and liabilities denominated in foreign currencies are
recognised in the statements of receipts and payments.

j) Comparative figures

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

k) 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, 2020.

I) Errors

Material prior period errors shall be corrected retrospectively in the first set of financial
statements authorized for issue after their discovery by: i. Restating the comparative
amounts for prior period(s) presented in whicli the error occurred; or ii. Iithe error occurred
before the earliest priorperiod presented, restating the opening balances of assets, liabilities
and net assets/equity for the earliest prior period piesented.

I



Nairobi - Thika Highway Improvement Project Lot 3

Reports ond Financial Statements
For thefinancial -year ended June 30, 2020

IO.3 RECEIPTS FROM GOVERNMENT OF KENYA

These represent counterpaft funding and other receipts fi'om government as follows

C oun t e rpart fundi n g t hrough Min is t ry
of Transport & Infrastructure
Counterpart funds Quarter I -
Counterpart funds Quarter 2 -
Counterpart funds Quarter 3 -
Counterpart funds Quarter 4 223,344,898

Total 223,344,898

2019t20
Kshs

2018n9
Kshs

Cumulative
to-date

223,344,999

223,344,999

IO.4 LOAN FROM EXTERNAL DEVELOPMENT PARTNERS

During the 12 months to 30 June 2020 no funding was received from development partners
in the form of loans negotiated by the National Treasury. However cumulatively an amount
of Kshs 8,423,271,316 has been received.

10.s ACQUISITION OF NON-FINANCIAL ASSETS

FY 2019t20 FY 2018/19

Payments
made by the

Entity in cash

Payments
made by

third
parties

Payments
made by

the Entity
in cash

Payments
made by

third
parties

Cumulative
to-date

Kshs Kshs Kshs Kshs Kshs

Construction of roads 223,344,898 8,646,616,214

223,344,899 8,646,616,,214

IO
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Nairobi - Thika Highway Improvement project Lot 3

Reports and Financial Statements
For the /inancial year ended June 30, 2020

10.6 CHANGES IN ACCOUNTS PAYABLE _ RETENTION

The project did not have any outstanding retentions amounts in the current year. (Fy 20lgl21lg -Nil)

. PENDING BILLS (Annex 2.{)

Balance B/F
2019/20

Additions For
the Period

Paid For the
Period

Balance C/F
FY 2019t20

Kshs Kshs Kshs
Construction of civil works 23 472 816,274,109 223,344,999 823,191.693

230,252,472 816,274,109 223,344.999 823,191,693

ll
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