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Ken-y,11 South Sudort Lirtk (lQtala Morlthus:) Roud Pro.ject Reports urtrl l;irtturciul Statements
?-or the.finunciul yesy ended June 30, 2020
1. PITO.IECT INF'OITMA'I'ION ANI) OVEI{ALI, I'EITFOITMAN(]I!

l.l Name and registeretl officc

Kenya South Sudan l-ink (Kitale Morphus) I{oad Project

Objectivc:

The KfW FIiANKFURT AM MAIN ("KfW") approved Euro I 13.5 million of loans and Grants
to the Governmet-rts of Kenya the Government o1'the ltepublic of Kenya (GOK) I'or Rehabilitating
/ Upgrading of the, Kitale - Morphus I{oad Section (75 km). The road forms part of the Kenya -
South Sudan international corridor.

Address: Barabara Plaza,
Jomo Kenyatta International Airport (.lKIA)
OfI'Mazao Road (Opposite KCAA Ileadquarters)
Nairobi Kenya

Contacts:
Director General
Kenya National Highways Authority
Po Box 49712-00100
Nairobi
Tefephone: Q5fi 020 495000
Ir-mai I : dg@Kenha.co.ke
Website : www.kenha.co.ke

1.2 l'ro.icct Information

1.3 Pro cct Ovcrvicw

-l'hc 
roacl is clitical to prornotc and lircilitatc regional econontic

intcgration of South Sudan by providing acccss to the
Mombastr I)ort, ltrcilitate rcliel'and reconstruction cllbrts in
Soutli Sudern and irnprove intcgration of l'urkzrna district in the

Projcct Start l)atc: 2017

Project llnd I)ate 202s

Projcct Ilngineer Eng Paul Ornondi

Project Sponsor Kfw F-rankfurt An-r Main ("Kfw")

Lirre Ministry/Statc
I)epartrncnt o[' the pro.jcct

fhc project is unclcr the supervision o1'thc Ministry ol"l'ransport.
Infi'astrr"rcturc, IIousing, LJrbern Devcloprncnt & I'}ublic Works

I)ro-lcct l{ef nr"rrnber 202062065t202083931)

Strategic goals o1- tlie
project

a

Ken ccorlolrly



Kenyq Soutlt Sudan l-ink (lfitale Morphus) Rood Pro.ject Reltorts {trttl F-inuncial Stltements
L'or tlte.financial ended June 30, 2020

1.4 Bankers Cooperative Ilank of Kenya t.td
Upper Hill Branch, Nairobi
Account Number 0 I 141 160979900

1.5 Auditors Auditor General
Office of the Auditor Gcneral
P.O Box 30084-0100
Nairobi

1.6 Roles and Rcsponsibilities

List of the people who arc working on the project.

Achievement o1' strategic
goals

'l'he road is oritioal to pron-rotc and facilitatc regior-ralcconomic
ir-rtegratiorr ol' South Sudan by providing acccss to the
Mornbasa Port, fhcilitatc rclief and reconstruction ef'forts in
SoLrth Sudan and inrprove intcgration of rr-rrkana district in tlic

an ecorl()ln

Cuuent situation that the
project was formed to
intervene

The project was lbrmed to intervene in the following areas:
. Rcducing 1'ransport cost and travel tirne between Kenya ancl

South Sudan

. Improvement o1'economic and living standard of people in
towns along the corridor

Project duration

N:rmcs Title designation Kcy
qualification Ilesponsibilities

Eng David A
Muchilwa

Director Developr-ncnt
Qualilied

Oversight

Eng.Paul Omondi Deputy I)irector, Devclopment Qualified Project Co-Ordinator
Mr W Nyatwanga Deputy I)irector, Itnvironment &

Social Qualificd
Safe Guard Specialist

Mr I. Karlotho Assistant Dircctor, Irinance &
Accounts Qtralificd

l"inancial Specialist

Mr R Kilel Assistant I)irector, Supply Clhain
Serviccs Qualif iecl

I)rocurernent Spccialist

ll



I(en|,s Soutlt Sudtn l.ink (lfitole Morphus) Routl Project Reports und ['-inanciol Stutements
For thefirtcrrrciol yeur ended June 30, 2020

1.7 Funding summary

'['he Project has an approved budget ol'l]uro 113,500,000 equivalent to Ksl-rs 13,635,890,000 at
the exchange rate o1' 1 20. 1 400 by the donor component and arnount of Kshs. 1 ,110,720 by GoK
as highlighted in the table below:

1.8 Summary of Overall I'}roject Pcrformancc:

Budget perlbrrnance againsl actual arnounts Ibr current ycar and fbr curnulative to-date,

1.9 Summary of Project Compli:rncc:
'l'hcre is no significant Cases ol' non-Compliancc with applicable laws and rcgulations and
esserrtial external financing agreenrcnts/Covcnants which has been rcported

Source of
funds

Donor Commitment- Amount receivcd to
Date

Undrawn Balancc to date

(30.06.2020) (30.06.2020)

Donor
currency

Euro
Kshs

I)onor
currency

Euro
Kshs

Donor
currency

Euro
Kshs

(A) (A',) (B) (I]') (A)-(B) (A',)-(8',)
(i)Loan/Grant
Kfw Frankfurt
Arn Main
("Kfw")
(Loan)

90,000,000 I 0,812,600,000 90,000,000 10,467,504,000

Kfw Irrankl'urt
Am Main
("Kfw")

(Grant)
23,500,000 2,823,290,000 23,500,000 2,733,181,600

(ii)Counterpart
funds
Government of
Kenya

1,110,720 1,110,720

Total 113,500,000 13,,637,000,720 1,110,720 I I3,500,000 13,277,865,600

2019/2020

rluI)GET 2019t20 Actu:rl Iludget al/
,/ lt

Counterpart Funds - Gok 417,950 500,000 84%

'fotal 4l 7,950 500,000 84"h

lll



Kan.yu Soutlt Sudon I-irtk (l(itole Morythus) Road Pro.ject Reports und l;ittrutciul Stotements
For the finurtcictl .),eur ended .Iune 30, 2020

2. S]'ATEMITN'I'Otf PERI,'OMANCE A(;AINSl'l'R.O.lEC'l''S PRIII)ETERMINEI)
OI}JECl'IVES

Introduction

The key development objectives of the project are to

a) Improve road condition, safety and increase clliciency along the Sudan link corridor.

b) f'o facilitate tlade and transport both locally and internalionally.

Progress on attainment of Strategic development objectives

For purposes of irnplenre rrting and cascading the above development objectives to specific sectors,

all the development objectives were made specific, measurable, achievable, realistic and time-

bund (SMAR1') and converted into development outcomes. Attendant indicators were identified

for reasons of tracking progress and performance nleasurerlent: Below we provide the progress

on attaining the stated objectives:

Objective Outcomc Indicator Performance
Improve road

condition, safbty

and increase

efficiency along

the Sudan link
corridor

lmprove road condition,

re-design of Kamatira
hills to irnprove road

saf'ety due to nulnerous

accidents reported in the

arca.

hnproved road safety at

Kamatira forest hills.
Road design is

ongoing.

To fucilitate trade

and transporl both

locally and

internationally.

Opening up of Northern

Kenya to South Sudan

and bcyond to facilitatcd
transport and tradc.

Lnproved econornic boost

in the Northern Kenya.

Road design is

ongoing.

lv



I(en-lto Sotttlr Sudcrrr Link (Kitole Morltltus) Roud Project lleports und I'-irtctrtciol Stotements
F-or thefinanciol )teat'anded June 30, 2020
3. COITI'OITAI'I' SOCIAI, ITESI'ONSII}II,ITY S1'ATIiMI'N]' /SUSTAINAI}ILI'TY

RIiPOIITING

3.1. Sustainability strategy and profilc

Sustainable Developmont Goals (SDGs) 2015-2030 provides a plan o1'action for the people and

prosperity. Irive out of the seventccn goals are pertinent to rnanagemenl ol' projects being

undertaken by the Authority. 'fhesc are being addressed through the Ibllowing initiatives;

a) Good health and u,ell-being (SDG J). The Authority strives to undertake Road

Safety Audits to identify accident black spots, implemcnt intervention measures

and provide road salbty education to reduce accidents;

b) Gender Equality (SDG 5) 'fhe Authority encourages rnainstreaming of gender

equality in project and programmes by incorporating compliance to one third

gender rule in proclrrement and recruitment;

c) Industry, innovalion und infrastructure (SDG 9): The Authority develops quality ,

reliable, sustainable and resilient infrastructure including regional and trans-border

infrastructure to support economic development and human wellbeing with a focus

on affordable and equitable acoess for all;

d) Sustainahle cities and communities (SDG I l).'I'he Authority endeavours to extend

the paved road network to hitherto underserved areas irr the region to improve

nationwide access to high speed and all - weather connectivity; and

e) Olimale action (SDG l3): The Authority endeavours to combat negative irnpacts

of road development through cnvironmental mitigation, clirnate change measllres

and compliance with National Dnvironment Managcment Authority (NEMA)

requirements in all developrner-rt projeots

3.2. Environmental performance

-l'he Authority is working towards ensuring envir<lnmental sustainability in projects by undertaking

trce planting exercises, implementation of road bcauti{rcation programs, enforce reinstatcment of

quarrics and borrow pits aftcr construction works, underterkes regular Ijnviror-rr-r'rcntal hnpact

Asscssment (lllA) Audits, carrics out M&ll on Environment and Social Management Plan

(l'.SMI)s) as welI as l]nvironrnental Social hnpact Assessment (ESIA) on pro.iccts.

3.3. Empklyce welfare

In all its stali'appointments, the Authority tzrkes deliberatc actions to cnrbracc lrclual llmployr-ncnt

Opportr"urity policies, gender mainstrcaming, adclresses conccrns arouncl l)crsous Living with

I)isabilitics (l'}WI)s) and takcs afllnrative action in linc with prcvailing Govcrnment I)olicy



I{enyu So
For the.fi,

ttth Srtdon Link (l(itule Morltltrrs) Rourl Project Rcports unrl l-inunciul ,stutements
ttctrtcitrl -l,ear ended June 3(), 2020

gLriclcl incs. -l'lte Autho rrty prioritizes training to dcvelop technical caltacity of stafl, in ttre iief t.f.t of

Valure Engineering, Project Irinancing. Pro.ject, Contract Managerrent, perlbrnrance Bascd

Maintenance and Safety.

3.4. Market placc practiccs

The Authority strives to ensure responsible con-rpetition practiccs through undertaking annual

governance audits in projects, lnonitoring the implernentation of policies and further promotes

ethical conduct in projects. The Authority equally sensitizes stalf on corruption and integrity.

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

in order to increase budgetary allocations for projects thus honouring contracts by paying its

liabilities on time.

3.5. Community Engagemcnts

During the irnplementation of the Projcct, the Ar-rthority is comrnitted to rernaining a responsible

corporate citizen by being accountable lbr its actions through engaging in Public Participation.

The Project's goal in terms of community engagement is to ensure that the projects foster lolg-
term relationships with stakeholders and communities around the project. T'he aim is not just to
build roads that foster development but to ensure collaboration with the local communities to

achieve sustainable development. l'hc projcct staff is also encouraged to give back to society by

participating in the Authority's corporate social responsibility projects.

The Contractor has been involved in various CSR activities geared towards providing the local

residents through construction of water kiosks along the project road, improvement of access roads

and enhancing learning and playing cnvironment in schools along the project road. l'o enhance

social saf'eguards in projects, the Authority undertakcs Rcsettlcment Actiol Irlan (l{Ap) studics

and irnplelnents its recommendations, carries or-rt Social Impact Assessments (SIA), undertakes

gender mainstreaming and conduct stakeholdcrs' lbrunr to sensitize the public in several cross

cutting issues.

As the projcct is still under clcsign stagc, most o1'the CSR will bc identilred clr-rripg the constructio,

phase.

VI



Ikn.yu South Sudan l.ink (Kitulc Morphus) Road Prtlect Reports und Finunciul Stutements
Iror the.finuncial ),cor enrled June 30, 2020

4. STATITMENT OF PROJITCT MANAGIiMITNT RIIISPONSIIlILIl'lES
'fhc Director General and the Projcct Implcurentation 

.l'cam 
l,cader lbr Kenya SoLrth Sudan Link

(Kitale Morphus) Road Project are responsible ftir the prcparation and prcscntation of the Project's
financial statements, which give a true and lair view ol'tlie state of affairs o['the Project for and as
at tlre end of the financial year ended on June 30,2020. 'l'his responsibility includes: (i) niaintaining
adcqr,rate financial managcment arrangcrnent and ensuring that thesc continr:e to be effective
throughout the reporting period; (ii) maintaining proper acconnting records, which disclose with
reasonable accuracy at any tirne the financial position ol- the Project; (iii) designing, implernenting
and maintaining internal controls relevant to the preparation and fair presentation ol'the flnancial
statement, and ensurir-rg that they are frec from material misstatements, whether due to error or
fraud; (iv) safeguarding the assets of the Project; (v) sclecting and applying appropriate accounting
policies; and (vi) making accounting estimates that arc reasonable in the circumstances.

The Director General and the Project Implementalion Team Leader Kenya South Sudan Link
(Kitale Morphus) Road Project accept responsibility fbr the Project's financial statements, which
have been prepared on the Cash Basis Method ol'Financial Reporting, using appropriate accounting
policies in accordance with Intcn-rational Public Sector Accounting Standards.
The Director Genetal and the Project hnpler.nentation'l'eam Leader for Kenya South sudan Link
(Kitale Morphus) Road Project are oIthe opinion that the I)roject's financial statements give a true
and lbir view of the state of Project's transactions during the financial year ended June 30, 2020 and
of the Project's finarrcial position as at that date. 'l"hc Director General and the Project
Implementation Team Leader for Kenya Sor-rth Sudan Link (Kitale Morphus) Road Project lurlher
confirm the completeness of the accounting records maintained for the Project, which have been
relied upon in the preparation of thc Project financial statcments as well as the adequacy of the
systems of intemal financial control.

The Director Gcneral and the Project Implen-rentation Team l,eader for Kenya South Sudan Link
(Kitale Morphus) Road Project confinn that the Projcct has cornplied lully with applicable
Govemmetrt Regulations and the terms of extcrnal financing covenants, and that Project funds
received during the financial year under audit were used for the eligible pluposcs for which they
were intended and were properly accountcd for.

Approval of thc Pro.icct financial statemcnts

'fhe Project financial statemcnts wcre approvccl by tlie Director Gcncral and the Project
hnntenp6ttrflg],fr'6am Leadcr for Kenya South Sr,rdan I-ink (Kitalc Morplir,rs) I{oad Project on

_2020 and signcd by thern

ll\ry\\\^
Errg. I)ctcr M. Mundinia
Dircctor Gcncral

Iing. l)avid A. Muchihva
I)irccto r -l)cvckrpment

ct, Ch ilnic Kcra
Dcputy l)ircctor (F&A)
ICPAK No.8279

vll
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REPUBLIC OF KENYA

OFFICE OF THE AUDITOR-GENERAL

En h anc ing Accountabil i ty

HEADqUARTERS
Anniversary Towers

Monrovia Street
P.O. Box 3oo84-ootoo

NAIROBI

REPORT OF THE AUDITOR.GENERAL ON KENYA SOUTH SUDAN LINK (KITALE
MORPHUS) ROAD PROJECT (REF. NO.202062065 AND BMZ NO.202083939) FOR
THE YEAR ENDED 30 JUNE, 2O2O _ KENYA NATIONAL HIGHWAYS AUTHORITY

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of Kenya South Sudan Link (Kitale
Morphus) Road Project Ref. No.202062065 and BMZ No.202083939 set out on pages 1

to 1 1 , 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 statement of
comparative 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, except for the effect of the matters described in the Basis for Qualified
Opinion Section of my report, the financial statements present fairly, in all material
respects, the financial position of Kenya South Sudan Link (Kitale Morphus) Road Project
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 complies with the Financing and Loan Agreements between KfW, Frankfurt am Main
("Kfl/V") and the Republic of Kenya dated 24 April, 2017 and the Public Finance
Management Act, 2012.

Basis for Qualified Opinion

Failure to Draw Down on the Funding Facility

Note 1.7 on the funding summary indicates that, of the total funding requirement of
Kshs.13,637,000 ,720 for the Project, Kshs.13,635,890,000 was to be received from KflN
Frankfurt am Main ('KfW'). However, as at 30 June, 2020 no draw down had been made
as a result of the implementing agency's failure to request for disbursements despite the
Project having been in existence for three and half (3.5) years.

Further, the statement of comparative budget and actual amounts reflects an initial budget
receipts of Kshs.650,000,000 from grants and loans which was reduced to Nil in the final
budget. The reason for the exclusion of the total budgeted receipts from loans and grants
in the final budget have not been provided.

Report of the Auditor-General on Kenya South Sudan Link (Kitale Morphus) Road Project (Ref. No.202062065 and
BMZ No.202083939) for the year ended 30 June, 2020 - Kenya National Highways Authority



ln the circumstances, the Project is at risk of not being implemented due to continued
delays on the draw down and in view of Section 3.2 of the Loan Agreement which gives
right to the financier to decline disbursements after 31 December,2021.
The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of the Kenya South Sudan Link (Kitale Morphus)
Road Project 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 qualified opinion.

Other Matter

Pending Bills

Note 1 1.1 to the financial statements reflects pending bills totalling to Kshs.26,614,857 as
at 30 June,2020. Management has not provided an explanation for non-payment of the
pending bills. The Project is at risk of incurring additional interest costs and penalties with
the continued delay in making payments of the pending bills.

Key Audit Matters

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

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 lavufully 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 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.

Report of the Auditor-General on KenyaSouthSudan Link(Kitale Morphus) Road Project (Ref. No.202062065 and
BMZ No. 202083939) for the year ended 30 June, 2020 - Kenya National ltighv,ays Authority
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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. 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 KfW, Frankfurt am Main ("KfW"), I report based on my audit that:-

I have obtained all the information and explanations which, to the best of my
knowledge and belief, were necessary for the purpose of the audit;

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

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

Responsibilities of Management and those Charged with Governance

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

Report of the Auditor-General on KenyaSouthSudan Link(Kitale Morphus) Road Project (Ref. No.202062065 and
BMZ No. 202083939) for the year ended 30 June, 2020 - Kenya National Highways Authority
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Aud itor-General's Responsi bil ities for the Aud it

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

ln addition to the audit of the financial statements, a compliance audit is planned and
performed to express a conclusion about whether, in all material respects, the activities,
financial transactions and information reflected in the financial statements are in
compliance with the authorities that govern them and that public resources are applied in
an effective way, in accordance with the provisions of Article 229(6) of the Constitution
and submit the audit report in compliance with Article 229(7) 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 Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the Management.

Report of the.luditor-General on KenyaSouthSudan Link(Kitale Morphus) Road Project (Ref. No.202062065 and
BLtZ No 202083939).for the year ended 30.lune, 2020 - Kenya National l{ighu,ays .4uthority
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a

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 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.

N

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

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

30 December,202O

Report ofthe Auditor-General on Kenya South Sudan Link (Kitale Morphus) Road Project (Ref. No.202062065 and
BMZ No. 202083939)for the year ended 30 June, 2020 - Kenya National Highv'ays Authority
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Kenyx Soutlt Sudon I-ink (lfitule Morphus) Ilourl Pro.ject lleports and l;ittntrcial Statentents F-or
the./inancial ),e ur enderl June 30, 2020
6, STATEMI,N]' OF I{BCIiIPI'S AND I'AYMIINTS FOIT 'IIIII, I'IIRIOD ENDIII) 3OTII

JUNE 2020

'l-he accounting policies arrd cxplanatory notcs to thesc financial statcrncnts are an integral part of
the fi nancial statements.

Eng. I'cter M. Mundinia
I)irector Gcneral
(F&A)

*u-;;t;,q
I

Ilng. l)avicl A. Muchilr.r,:r

Dircctor -I)cvclopment

ZO AI)A ?Uil

Chan.ic Kera
I)cputy l)ircctor
ICPAK No.8279

Jn AIJSJ!?8__
Datc

[l{\lr1$^

2019/20 2t)18/19

Ilcccipts
and

payments
controllcd

by thc

P:rymcnts
madc by

third
partics

Ilcccipts
and

paymcnts
controlled

by thc
cn

Paymcnts
made by

third
parties

Cumulative
to dateNote

Kshs. Kshs. Kshs. Kshs. Kshs.

417,950 692,770 720l,l 10,

417 6 770 il 720

417,950 692,770 1,110,720

6 770 ll 720

RECE,IPTS
Transfer from
Government entities

Loan from external
Development Partners

TOTAL RECBIPTS

PAYMENTS

Purchase of Goods &
Services

Acquisition of non-
financial assets

TOTAL
PAYMENTS

SURPLUS/DIIFICIT

10.2

10.3

10.4

10.5

I)atc
Z 0 Aijll i,t;,r)

Datc

417,950



Ifunyo South Sudon l-ink (l{itale Morphus) Roud Prt1ject lleports ond liittcrrtciol Stutentents lior
the.finoncial ,l,eur enderl June 30, 2020
7. STA]'EMIiN'I- OI.'I.'INANCIAI, ASSI.]'fS ANI) I,IAI}II-I'I'IES AS A'I'301'H.IUNI' 2O2O

Notc 20t9t20 2018fi9

Kshs Kshs

FINANCIAL ASSITTS

Cash and Cash Iiquivalcnts
Bank Balanccs

TOTAI, FINANCIAL ASSETS

REPRESENI'ED BY:

Cash and cash equivalents b/fwd

Surplus/Deficit for the year

NET FINANCIAL I'OSITION

The accounting policies and explanatory notes to these financial statements form an integral part of
the financial statements. The financial statemenls were approved on
and signed by:

6 AU0 20?0 zo2o

l{llrlltth
IIng. Peter M. Mundinia
I)irector (lcncral

Eng. I)avid A. Muchilwa
Dircctor -Developmcnt

C]P Chanje Kcra
Deputy I)irector (F&A)
ICPAK No.8279
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Kenyo Sotrtlt Sudun Link (lfitale Morlshus) Road Project Reports ond liinanciul Stutcntants For
tha.financial _t)eor ended June 30, 2020
8. SI'A1'I'MIINT OIT CASI{F'I,OW F'OI{ I'IIIl PEITIOI) 3OTH JUNI.] 2O2O

2018n9

Kshs.

692 770

,770

770

692 770

Notcs
2019t20

Kshs.

RIICEII'TS

Proceeds fiom domestic & lbre ts

'['ransfers liorn Government entities 10.2 417,950

Net IleceiItr Iq operating income 417,950

Purchase of Goods and Serviccs 10.4 (417,950)

Nct Paymcnts for operating expcnses (417,950)

Nct cash flow from opcrating activitics

CASHFLOW FITOM TNVESTIN(; ACTIVITII,I,S

of non-financial assets 10.5

Net cash flows from Investin g Activities
CASHFLOW FIIOM BORROWING ACTIVITIES

Proceeds from Foreign Borrowings

Net cash flow I'rom activities

NETINCREASE IN CASH AND CASH
EQUIVALENT

Cash and cash equivalcnt :rt Bcginning of thc ycar

Clqh and cash equivalcnt at End of thc ycar

The accountillg policies and explatratory notes t<l these Iinancial staternents lbrm an integral part ol'
the

ztiffilHiilzn
slatements. The cntity linancial statements were approved

2020 and signed by

I[.lllt\
flng. Peto'M. Mundinia
I)ircctor General

ling. Davitl A. Muchilwa
l)irccto r -l)cvclopment

C]I'A hanje Kcra
Deputy Dircctor (f'&A)
ICPAK No.8279

-)
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I{enys South Sudan Link (Kitale Morphus) Roacl Proiect Reports and Financial Statements For theJinancial year endecl June 30,
2020

9. STATEMENT OF COMPARATIVE BUDGET AND ACTUAL AMOUNTS

Transl'ers fl'orn Government entities

Proceeds fi'om Loar-r-EIB

Pavments

Purchase ofgoods and services

AcqLrisition of non-financial assets

Total Pavments

Nole: The significant budget utilisation/perlblmance dillerences in the last column are explained in Annex 1 to these financial statements

tttt!t\^
Eng. Peter M. Mundinia
Director General

Eng. David A. M
Director -Development

2 6 AU0 ?il2il

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

a

li.cceipts/Pav m ents Item

Original
Budget

Adjustments Final Budget Actual on
Comparable

Basis

Variance o/o Yar

1I b c=a*b d e=c-d f=dlc o/u

ILeceipts

1,000,000 (500,000) 500,000 417,950 82,050 84%
Proceeds fl'orn Grants-EU-AITF 350,000,000 (350,000,000)

Proceeds fiorn Loan-KfW 100,000,000 (100,000,000)

200,000,000 (200,000,000)

Total Ileceipts 651,000,000 (650,500,000) 500,000 417,950 82,050 84'h

651,000,000 (650.500,000) 500,000
417,950

82,050 841'lt

651,000,000 (650,500,000) 500,000 417,950 82,050 84"1,

I)atc

2 b AU0 ?l?il

Date Date
A I iR ?it?fl



'rr",r.r,n 
South Sutlurr Link (lfitrtle Morlthus) Itoatt Project lleports urrrl F-ittottciul Stutentattts I'-or tlte

.financial lteor endefl June 30, 2020

t0. NOTES 1'O THII I,'INAN(llAl, STA'fIiMICNTS

'l'he principal accounting policics aclopted in the prcparation of these 1-rnancial stzrtenrents are set out bclow

10.1. Ilasis of Prcparation

10.1.1. Statemcnt of compliance and basis of prcparation

l'he financial statements have been prepared in accordancc with Cash-basis IPSAS financial
reporting under the cash basis of Accounting, as prescl'ibed by the I'>SASB and set out in the
accounting policy note below. 'l'his cash basis of accounting has been supplcmented 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 thc years presented

l0.l .2. Reporting entity

The financial statements arc l'or the Kcnya South Sudan I-ink (Kitale Morphus) Road Project
Under National Government o1'Kenya. The financial statements encompass the reporting entity as

specilied in the relevant legislation PIrM Act 2012.

10.1.3. Reporting currcncy

l'he financial statements are preserrted in Kenya Shillings (KShs), which is the functional and
reporting currency of the Project and all values are rounded to the nearest Kenya Shilling.

10.1.4. Significant Accounting Policies

a)Rccognition of receipts

The Project recognises all reccipts Il'om the various sources when the evcnt occllrs and the related cash
has actually been received by thc Governmcnt.

. Transfers from the Exchequcr
'l'ransfer from Exchcquer is be recognizcd in the books ol'accounts when cash is rcceived. Cash is
cor-rsidcred as receivcd when 1;eryrnent instnrction is issued to the bank and notified to the rcceivitr,,
entity.

o External Assistance
Irxternal assistance is rcccivccl throurgh grants zrnd loans ll'our murltilatcral and bilatcral developmcnt
partners

,)



I(en-1,11 Soutlt Sudun l-ink (l(ittrle lVlorphus) lload Pro.ject Reports unrl liirrutrcial Stutements
For the .financiol -yeor ended Junc 30, 2020

SIGNI FICANT ACCOTINTING POLI CI BS (Continucd)

Donations and grants
Grants and donations shall be rccognized in the books ol'accounts when cash is received.
Cash is considered as receivcd when a paymcnt advicc is received by the recipier-rt cntity
or by the beneficiary. In case 01'grant/donation in kir-rd, such grants are recorded upon
receipt of the grant itern and upon determination of thc valuc.'fhe date of the transaction
is the value date indicated on thc payrnent advice.

Proceeds from borrowing
Borrowing includes 1'reasury bill, treasury bonds, corporate bonds, sovereign bonds and
external loans acquired by the Project or any other dcbt tlie Project may take on will be
trealed on cash basis and recognized as a receipt during the year they were received.

Undrawn external uss ista n ce

These are loans and grants at reporling date as specificd in a binding agreement and relate
to funding for the Project currently under dcvelopn-rcnt wherc conditions have been
satisfied or their ongoing satisfaction is highly likely and the projcct is anticipated to
continue to completion. An arralysis of the Project's undrawn extcrnal assistancc is shown
in the funding sumrnary

o Other receipts
These include Appropriation-in-Aid and relates to receipts such as proceeds from disposal
of assets and sale of tendcr documents. These are recogrlised in the frnancial staternents
the tirne associatcd cash is received.

b) ILecognition of paymcnts

The Project rccogniscs all payrnents when the event occurs and the rclated cash has actually
been paid out by the Projcct.

o Compensation of employccs
Salaries and Wages, Allowanccs, Slatutory Contribution Ibr ernployees ale recognized ir-r

the period when the compensation is paid.

. Use of goods and scrvices
Goods and services are recognized as payments in thc period whcn the goods/services al'e
consumed ancl paid fbr. If not paicl fbr during the pcriocl whcrc goods/services arc
consumed, they shall be disclosed as pcnding bills.

o Intcrest on borrorving
I3orrowing costs that includc interest arc rccognizccl as paynrcnt in the pcriod in which
they incr"rrred trncl paid tbr.

6



I{en.1,x South Sudtn Link (l(itole Morphus) Roud Project Reports und liinnnciul Ststements
I"or the jinoncial ysor ended June 30, 2020

SI(;NIFICANT ACCOTJN'tlN(; POI,ICIES (Continuccl)

. ltepaymcnt of borrorving (principal amount)

The repayment of principal zrmount of bolrowing is rccognized as paymcnt in the period
in which the rcpayment is nrade. The stock of debt is disclosecl as an annexure to the
consolidated fi nancial statements.
r 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 trcated as payments and
receipts items rcspectively. Whcre an asset is acquired in a non-exchange transaction for
nil or nominal consideration and the lair value of the asset can be rcliably establisl-red, a
contra transaction is recorded as receipt and as a payment.

A fixed asset register is maintained by each public entity and a surxmary provided fbr
purposes of consolidation. J'his sumrnary is disclosed as an annexure to the consolidated
financial statements.

c) In-kind donations

In-kind contributions are donations that are made to the Project in the forni o1'actual
goods and/or serviccs rather than in money or cash terms. These donations may include
vehicles, equiprnent or personnel services. Where the financial valuc rcceived 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 paymcnts in equal and opposite amounts;
otherwise, the contribution is not recorded.

d) Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and cash at bank, short-term deposits
on call and highly liquid investments with an original maturity of three months or less,
which are readily convertible to known arnounts of cash and are subject to insignificant
risk of changes in valuc. Bank accor-rnt balances include amounts held at the Central Bank
of Kenya and at various cornmercial banks at thc cnd ol'tlie financial year. I"or the
purposes of thcse financial statements, cash and cash eqr-rivalcnts also includc short terrn
cash in,prests and advanccs to authorised public olficers and/or institutions which were
not surrendercd or accounted lbr at the end of the financial ycar.

ILestriction on cash
Itestricted cash rcpresents zu.nor-rr-rts tl-rat are lin-rited/restricled Irorn being used to scttle a
liability lbr at least twclvc months alier thc reporting period. 'l'his cash is limited lbr clirect
Llse as required by stipulation. An-rounts r-naintained in deposit bank acconnts are restrictcd
Ibr usc in refunding third part cleposits

l



I(en-1,o Soutlr Sudtn I-ink (lfitulc Morphus) llourl Pro.ject Reports anrl l.-inunt:iul Stutements
?-or tha.firtcrrtcitrl -l,ear enderl June -10, 2020

SI(l NI FICAN'I' ACCOtIN'l'l N(; POLICIES (Continucd)

e) Accounts reccivablc
For thc purposes o1- thesc flnancial statements, imprests and advances to authoriscd
public officers and/or institutions which were not surrendered or accounted lbr at the end
of the financial year is trcated as receivables. This is in recognition of thc govcrnment
practice where the irnprest payments are recognized as payments when fully accounted
for by the irnprest or AIE holders. This is an enhancement to tlie cash accounting policy.
Other accounts receivables are disclosed in the financial statemcnts.

0 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 of cash in thc reporting period, they recorded as 'rncrnorandum' or
'off-balancc' items to provide 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 payrnents are included
in the statcment of receipts ar.rd payrr-rents in the year in which the payments are made.

g) Budget

The budget is developed on a comparable accounting basis (cash basis), tlie 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. 'l'he Project's budget
was approved as required by Law and National Treasury Regulations, as wcllas by the
participating development partners, as detailed in the Government of Kenya Budget
Printed llstin'ratcs for the year. The Developrnent Projects are budgeted for under the
MDAs but receive budgeted funds as transfers and account fbr thenr separately. 'fhese

transfers are recognised as inter-entity transfers and are eliminated upon consolidation.

A high-level assessment of the Project's actual perforrnance against the comparable
budget lor the financial year/pcriod under revicw has been included in an annek to thcse
flnancial statements.

h) Third party paymcnts

Included in the receipts and payr.nents, arc payrnents madc on its bclialf by to third
parties in fbrrn of loans and grtrnts. 'l-hese payments do not constitute cash receipts and
payrnents and arc disclosed in the paymcnt to third parties colunrn in the statcment of
receipts and payments.
During the year Kshs nil being loan disbursements were receivcd ir-r lbrm of direct
paymcnts liom third parties.

ti



Iknyu South Sudott Link (lfitola Morlthus) Iktud Pro.ject Rcports uttd Firrrrrtciul Stutements
For the.fitronciol .lteut' endad June -10, 2020

SI(;NIFICANl' ACCOUNTING POl,[CIES (Continuccl)

i) Iixchangc rate diffcrcnccs

'l'he accounting records are maintaincd in the functional currency of thc primary
economic environment in which the Pro.ject opcrates, Kenya Shillings. Transactions itr

Ibreign currencies during the yearlperiod are converlcd into the lunctional currency r.rsing

the exchange rates prevailing at thc dates of 1he transactions. Any loreign exchange gains
and losses rcsulting fiorn the settlernent of sr-rch transactions and from the lranslation at

year-end exchange rates of monetary assets and liabilities denominated in foreign
currcncies are recognised in thc staternents o1'receipts and payrnents.

j) Comparative figures

Whcre necessary comparative figules for the previous linancial yearlperiod have becn
amended or reconfigured to confbrm to the required changes in financial staternent
presentation.

k) Subsequcnt evcnts

'fherc have been no evcnts subsequent to the linancial year end with a significant impact
on the flnancial statements for the year ended .lune 30, 2020.

I) Errors

Material prior period errors shall be correctcd retrospectively in the first sct of financial
statcments authorized fbr issue after their cliscovery by: i. restaling the comparative
amounts for prior period(s) prcscntcd in whicli the error occumed; or ii. If the error
occurred belbre the earlicst prior period prcserrted, restating the opening balances of
asscts, liabilities and nct assets/equity lbr thc carliest prior period prescnted.

10.2. R.ECEIP'I'S FROM GOVERNMI'NT OF KIINYA
'l'hcse rcpresent counterpart lirnding and other rcceipts Irorn government as fbllows

278,150

+ I 7,950

()

2019t20 2018n9 Cumulative
to-date

Kshs I(shs

Countcrpart lunds Quarter I 255,500

372,230

255,500

Counterpart Iirnds Quarter 2 372,230

Counterpart liurds Qr-rarter -i I39,800 139,800

Countcrpart liurds Quartcr 4 65,040 343,190

l,ll0,72l)1'O't'AL 692,770



Ken.1,61 South Sudun I-ink (I{itala Morphus) Routl l'rrliect Reports and lrirrcttrc'iol Stotcments
For the./inonciul ycnl'endcd June 30, 2020

SIGNIFICANI' ACCOTJN'I.ING POLICIES (Continucd)

I0.3. I'ROCEIII)S FROM FORBI(;N GIIAN'I'S

During the 12 months to 30tl' June2020 wc receivcd no firnding frorn Devclopment l)artners

I0.4. PURCHASE OF GOODS & SEITVICBS

10.s. ACQUrsrTroNS oF NON-FTNANCTAL ASSE'I'S

'fhcre arc no non-financial assets because the project is still on Design phase

I0.6. CIIANGES IN ACCOUNTS PAYAI}LE -ITETIiNTIONS
As at 30tl' June 2020, there were no Retentions bcing hcld uncler thc pro.ject. (30th June, 201 9-
Nrr-)

11. OTIIER IMPORTANT DISCLOSURIIS

I1.1. PIiNDIN(; ACCOUNTS I'}AYABLE (Anncx 24)

I)escription

h'Y 20t9/20 FY 2018/19

Cumulative
to-datc

Ileceipts and
payments
controllcd by
the entity

Payments
maclc by
third
parties

Total
Paymcnts

Total
Payments

Kshs Kshs Kshs Kshs Kshs
Dornestic travel
and subsistence 417,950 417,950 567,810 985,760

Hospitality
Supplies 124,960 124,960
'f otal 417,950 417,9511 692,770 1,110,720

Description Kshs Kshs I(shs Kshs

Consultancy Scrviccs 26,614,857 26,614,857

Total
26,614,857 26.614,857

l0



Kenya South Sudan Link (Kitale Morphus) Road Project
Reports ond Financisl Statements For the financial year ended June 30, 2020

12. PROGRBSS ON FOLLOW UP OF AUDITOR RECOMMENDATIONS

The lbllowing is the summary ofissues raised by the external auditor, and management comments that were provided to the auditor. we
have Dominated lbcal peNons to resolve the various issues as shown below with the associated time frame within which we expect the
issues to be resolved.

)

I

Referen
ce No.
on the
external
audit
Report I

NONE NONE NONE NONE NONE

Eng. Peter M. Mun
Director General

2 6 AUfi ?il?O

Eng. David A. Muchilwa
Director Development

ffiDate

11

lssue / Observations from Auditor Management comments

Focal Point
person to

resolve the
issue

Status: Timeframe:

(Resolved
/ Not

Resolved)

(Put a date
when you
expect the
issue to be
resolved)
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Ifunya Soutlt Sudun Link (Ifitale Morphus) Routt Proiect Reports and Financial Statements For thefinanctal year encle; June 30,
2020

ANNEX 1 - VARIANCE EXPLANATIONS - COMPARATIVE BUDGET AND ACTUAL AMOUNTS

a

Final Budget
Actual on

Comparable
Basis

Budget
Utilisation
Variance

'h of
Utilisation
Variance
to Final
Budget

Comments on Variance

A b c:a-b d:blaoh
RECEIPTS DURING THE YEAR/PERIOD

Governrnent of
I(enva 500,000 417,950 82,050 84%

Prolonged procurement
SS

Ilxternzrl financing

Total receipts 500,000 4l7,g5A 82,050 84.h
PAYMENTS DURING THE YEAWPERIOD

Purchase ofgoods
and services 500,000 417,950 82,050 84%

Prolonged procLlrement
CCSS

Acqr,ri sitior-r of non-
linancial assets

Total Pavments 500,000 417,,950 82,050 84',h

t2
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Ifunyo South Sudan Link (Kitale Morphus) Roacl Proiect Reports and Financial Statements For theJinancial year ended June 30,
2020

ANNEX 2A - ANALYSIS OF PENDING BILLS

Supplier of
Goods/Services Original Amount

Date
Contracted

Amount Paid
To-Date

Outstanding
Balance

Outstanding
Balance

Comments2020 2019
a b c d:a-c

Consultzrncy Services
LEA Associates South
Asia 1 6,141 ,096 22t06t2020 I 6,141 ,096
LEA Associates South
Asia 10,473.771 22106t2020 10,473,771 IA

Su b-tota I 26,614,957 26,614,957
Civil Works

Land Compensation

Grand-Total 26,614,857 26,6t4,957

a

13
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Iknyo South Sudan Link (I{itale Morphus) Roacl Proiect Reports ancl Financial Statements For thefinancialyear ended June 30,2020

ANNEX 3 _ SUMMARY OF FIXED ASSET REGISTER
I

(

Road Asset

Land Acquisition

Total

14

Asset class Opening Cost
in the Year

Disposals in the
Year

Closing Cost

(KShs) (KShs) (KShs) (KShs)
2019t20 2019t20 2019t20 2019t20

(b) (c)



a
I

a


