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NAIROBI SOUTHERN BY PASS ROAD PROJECT
Reports ond Finonciol Statenrcnts
For theJinoncial year ended June 30, 2020

1 I'RO.IECT INFORMATION AND OVIiRALI. PEITFOITMANCE

l.l Name and registercd office

Project Name
Nairobi Southern B I{oacl ect

Project Address P.O. Box 49712-00100
Nairobi

Contacts: Telephone: 020-80
www.kenha.co.ke

13842; Email dg@kenha.co.ke; Website

1.2 Project Information

1.3 Project Overvicw

The oan wl lt contribute to lmpro VC the accessibi I ty affordab I rty and
rel iabi lity of thc

Project Objectives
transport infiastructure systenl to prontote ec011()m tc growth

and soclo-econollll c development Kenya.lt

Project Registered
Offlce and Physical
Location:

The project headquarters
International Airport, Na
Headquarters)

are at Barabara Plaza, Jomo Kenvatta
ff Mazao Road (Opposite I<CAA

offices
irobi, O

Project Start Date I st December, 201 I
Project End Date 30tl'June,20l6

Eng. Developm.AI) Muchi wa Di rector cr-rt
Project Manager:

Eng. P. Ornondi- Pro ect Engineer
Project S sor Bank of China

'l-l-re

Line Ministry/State
Department of the project

The project is unde
Infrastructure, I-lousi

r the
ng, U

supervision of the Ministry of Transport,
rban Development and public Works.

I)rojcct nuntbcr N/A

Strategic goals of the
Project

(i) Increase efliciency of road transport along the
Nairobi and central Itegion ancl neighbouring countries to facilitate
trade and regional intcgration.

(il . 
Promote private sector participation in the management.

Iinancing and rnaintenance of roacls assets.

The project management
following means: -

aims to achicve tl'rc goals through the
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transit lime and costs incurred in cross_border
(iii) Reduce
movement.

important background
information of the project
Other PROJECT COMPONENTS AND COSTS - LOAN

contract No. KeNHA/works/0 U2or0-20fi - china Roads & Bridges
Corporation

The project is financed by Republic of China through The
Export - Import Bank of china at g5o/o on civil'works
Construction inclusive of works consurtancy supervision while
15% is Jinanced by the Government of kenya to cater for
project design consultancy services.

PROJECT BACKGROUND:-

china Road and Bridge Corporation (K) on the basis of their
prelirninary design, were contracted in Niovember 20roby the
Governntent of Kenya through the implementing ug#"y,
Kenya Natio.al Highways Authority, fLNUa to"cariy out
design and construction of the Nairobi Southern Bypass Road.
The works are to be_carried out through Epc contract (FIDIC
1999) and consist of the construction of dual.ur.iug"*uy-*ith
Iength of 28.6 kilometres with 12 kilometre srip roads ura s.s
kilometre service roads in design and an extra g kilometre
service roads whose rocation shail be decided in the course of'
construction by the employer.

LOCATION AND EXTENT OF WORKS
1'he proposed new dual carriageway is a crass A International
T3nk Road, approximetly 2g.6 kms long, sitr-rated in the city
of Nairobi and in Kikuyu Divisio, of Kiambu District, ce.trarProvince. '- -.-']

Million USI)
Foreign

Cost
l'otal Cost

TJSD
A. Civil Works

- Import Bank ofExport
China

183,600.000 183,600.000

Government of
TOTAL 261.095

t

(usD)

77,495,369 77,495,369
261,095,369

il
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1.4 Bankers Co-Operative Bank Of Kenva Ltd
Upper Hill Branch, Nairobi
Account Number:
'0t 141160979900

1.5 Auditors

I.6 Roles ancl Ilcsponsibilitics

Auditor General
Office Of the Auditor - General
P.O. Box 30084 - 00100 GpO
Nairobi

project

Limiru

Ondiri

'l'hc
road starts theat uncti of0nJ Mon-rbasa Road whereall wil Cbeinterchange atonstructed 0+SK J 9 57 00 and ends

Ser1 K 28+600 thcwithlinking Kabete Road A 04 ilt( )towrr. TheKikuyu road CTOSSES Nthe ational Park westwardthcn goes through Road 5CLangata N( 8) I{oadgollg c60( ),Motoine Rivel' Dagoretti Iload c63( ) RoadThogotho I(r) )thereafter passes toover Ri ver and Itail L lncway
Kikutowards town.yu

Namc l) ation
D.A. Muchil wa Director Deve
P. Ornondi PIU Team

Mr. W. N
& SocialD. I)

Ms N.
-AdministralionCS/DI) Services S taffMr. R. Kilel AD-S Chain Services 1a1fSMr. Isaac Karrrotho

nistrationAD F' nance & Acco rurts Admi StalfMsM.M
Resources

AI) I lurlan Resource- Adntinislration S taffMs R. Oloo Environment/RAT ioloAI) 't',eanl

Odineo

lll



NAIROBI SOUTHERN BY PASS ROAD PROJECT
Reports und Finoncisl Stutements
For theJinanciil yeur ended June 30, 2020

1.7 Funding summary
The project is for duration of three years with an approved budget of USD 183,600,000 equivalent
to Kshs. 14,622,050,880 at an exchange rate of 79.6408 by the donor component and amount of
Ksh. 7,110,489,230 by GoK as highlighted in the table below:

1.8 Summary of Overall Project Performance:
Budget perfbrmancc againsl actual amounts lbr current year: -

Physical progress based on outputs. outcome and impacts since project commencement.
The project is substantially complete and has been taken over by the ernployer

Comment on value-for-money achievements.
D The authority (KeNHA) has put in placc adequate checks & balances on appointrnent of the
works consultant supervisior-r who oversees the projcct irnplementation on daily basis on
consultation and subsequent approvals lrom the employer and the bank.
F In addition to works supervision. the consultanl undcrtakes design review befbre commencernent
of roads construction works to reduce uncerlainties.
i Regular auditing of the projcct by Internal Auditors. Hxternal Auditors and Quality Assurance
Departments.
i Monthly site meetings that involvc the employer. thc consultant and the contractor.

1.9 Summary of Project compliance: -
Signilicant cases olnon-compliancc with applicable laws and regulations, and essenlial extenal
financir-rg agreements/covenanls involve delayed payments lhat attract interest.

Source of
funds

Donor
Commitments

Amount received to datc
30.06.2020

Undrawn balance
to date 30.06.2020

USD Kshs USD Kslis I.JSD Kshs

(A ) (A',) (B) (8',) (A)-(B)

(i) Loan

China Exirn
Bank 183,600,000 14,622,050,990 183,598.970 14,621,960,979
( ii)
Counterpart
Funds 7,110,499,230 7,110,499,230

Total 183,600,000 21,732,540,,110 183,599,970 21,732,450,,109

2019t2020
Actunl Iludget 1t//o

Counterpart lrunds - Gok 298,706,997 300,000,000 100%
Total 298,706,997 300,000,000 100"/o

IV

I

(A')-(B')
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Reports ortd Financiol Statements
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2 STATEMENT OF PERFOMAMCE AGAINST PITOJECT'S PREDETEITMINEI)OI}JECTIVES

Introduction

The key development objectives of the project are to
a) Provide an alternative route along the Norlhern comidor liom ole Sereni to Kikuyu and

neighbouring countries to fbciritate trade and regionar integration.
b) f'o reduce trafTic congestion in the Nairobi CBD.

Progress on attainment of strategic deveropment objectivcs
For purposes of implernenting and cascading the above developrlent objectives to specific sectors,
all the development objectives were made specific. measurable, achievable, realistic and time-bund
(SMART) and converted into development outcomes. Attendant indicators were identifled lbr
reasons of tracking progress a.d perfbrmance measurement: Berow we provide the progress or1
attaining the stated objectives:

Objective Outcomc Indicator PerformanccProvide ;
alternative route
along the Northern
Corridor front Ole
Sereni to Kikuyu
and neighbouring
countries to
fbcilitate trade and
regional integration

Increased

efficiency in
Transportation

through trafllc
along the
Norlhem
Corridor.

travel tirlre from
Ole Sereni to Kikuyu
from 45 minutes through
the city to l3 minutes
through the Bypass.

Reducec'l

carriageway is 100% completed
and in use.

The total of 48 km of dual

'o reduce tralfic
congestion in the
Nairobi CItD.

T Reduced traffic
congestion in
CBD.

reduction of traflrc
congestion in Nairobi
CI]D.

30%

carriageway is 100% completed
and in use.

The total of 48 krn ol' dual
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3 CORPORATE SOCIAL RESPONSIBILITY STATEMENT /SUSTAINABILITYREPORTING

3.1 Sustainability strategy and profile

Sustainable Development Goals (SDGs) 2015-2030 provides a plan ol action fbr 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 fbllowing irritiatives;

a) Good health and well-being (sDG 3) The Authority strives to undertake Road Safety
Audits to identify acciclent black spots, implement intervention measures and provide
road safbty education to reduce accidents;

b) Gentler Equality (sDG )) The Authority encourages mainstreaming of gender
equality in project and programnles by incorporating compliance to one third gender
rule in procurenlent and recruitment;

c) Induslry' innot'ution and in/i'a.strucrure (sDG 9); The Authority develops quality,
reliable' sustainable and resilient infi'astructure including regional and trans-border
infrastructure to support economic development and human wellbeing with a fbcus on
affordable and equitable access for all;

d) Sustainable citie's and communities (sDG t t). TheAuthority endeavours to extend
the paved road network to hitherto underserved areas in the region to improve
nationwide access to high speed and a, - weather connectivity; and

e) c'limate aclion (sDG 1Ji. l'he Autliority endeavours to combat negative irnpacts of
road development through environmental rnitigation, crimate change measures and
compriance witrr Nationar Environment Manageme,t
requirements in all clevelopment projects

3.2 Environmental performance

Aurhority (NEMA)

The Authority is worki,g towards ensuring environmental sustainability i. projects by undertaking
tree planting exercises, implcmcntatio, of road beautiflcalion programs, enfbrce reinstalement ofquarries and borrow pits alier construction works, undertakes regular Environmental Impact
Assessment (EIA) Audits, carries out M&tl on Irnvironmenl and Social Management plan (ESMps)
as well as Environmentar Sociar Inlpact Assessmenl (ESIA) on projecls.

VI
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3.3 Employee welfarc

In all its statf appointments, the Authority takes deliberate actions to embrace Equal Employrnent
opportunity policies, ge.der mainstreaming, addresses concerns around persons Living with
Disabilities (PWDs) and takes affirmative action in rine with prevairing Governrnent poricy
guidelines' The Authority prioritizes training to develop technical capacity of stafr in the fields ofvalue Engineering, Project Financing, Project, contract Management, perfbrmance Based
Maintenance and Safbty.

3.4 Market place practices

The Authority strives to ensure responsible competition practices through undertaking annual
governance audits in projects' mo,itoring the i,-rplernentation of poricies and further promotes ethical
conduct in projects' The Authority equally sensitizes stafron comuption and integrity.
The Authority underlakes to be actively involved in the negotiations during budget sector heari.gs in
order to increase budgetary allocatio^s for projects thus honouring contracts by paying its liabilities
on time.

3.5 Community flngagcments

During the implementation of the Project, the Authority is committed to rernaining a responsible
corporate citizen by being accountable fbr its actions through engaging in public participatio,. The
Project's goal i, terms o1'cotnmunity engagement is to ensure that the projects foster long-term
relationships with stakeholders and cornmunities around the project. The aim is not just to build roads
that foster development but to ensure collaboration with the local communities to acrrieve sustai,able
development' The project staff is also encouragecl to give back to society by participating in the
Authority's corporate social responsibility projects.

l'he contractor has bee, involved in various csR activities geared lowards providing the local
residents through construction of water kiosks along the projecl road. improvernent of access roads
and etlhanci,g lear,ing and playi,g environnrent in schools arong the project road. r-o enhance sociar
safbguards in proJects, the Authority undertakes Resettlernent Action Irlan (RAp) studies a,d
irnplernents its recolrmendations, carries out Social hnpact Assessnrents (SIA), underlakes gender
mainstreaming and conduct stakeholders' tbrum to sensitize the p,blic in several cross cutting issues.
Sorne of the csR carried out by the project are construction o1' Bulbr-rl access roads around
government veterinary la,d qLlarry, irnprovenre,t ol'roads within I-angata wornen,s prison and
rehabilitation of La,gata Ilarracks main uccess road. Flowever, no CSR was done in the current
Iinancial year given the project was contpletcd.

vlt
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4 STATEMENT OF PROJECT MANAGEMENT RESPONSII}ILITIES

The Director General, KeNHA and the. Project Management fbr Nairobi southern Bypass RoadProject are responsible fbr the preparation and p.es"niation of the p.":".,,, financial statements,which give a true and fair view oitt . state of affbiis of the project for and as at the end of the financialyear ended on June 30, 2020' This responsibility inciudls 1i; mainiairing ua"qrate financialmanagement arrangement and ensuring that these continue to be effbctive throughout the reportingperiod; (ii) maintai,ing prope, u."ouriing records, ;il disclose with reasonable accuracy at anytime the financial positi'on of the p-j"^4 (iii) ;;ig;ing- l-pl"-enting and maintaining internalcontrols relevant to the preparation una ai. presentatil, o?,rr" financial ,Tui"rn.nt, and ensuring thatthey are fiee from material misstatements, whether due to error or fraud; (iv) safeguarding the assets

:lif#:';""llll ;:l',:Hf,,xlXifl:,J;:*,,1i,U:::';."-"*o"unting poricies; u,i r,ir,nar.ingl"co;;;,s

The Director General, KeNHA and the PI.L::, Management for Nairobi Southern Bypass RoadProject' accept responsibility for the project'. pinun"iui Staternents, which have been prepared on thecash Basis Method o.f Financiat nept,ting,.,.irg upf."f.i"," accounting poricies in accordance withthe International public Sector Accounting Starju.di- '

The Director General, KeNHA and Project Management for Nairobi southern Bypass Road projectare ol'the opinion that the Project financial staterients ;;. u true and fair view of the state of the

ilffi::::':i,ffJffi.during 
ihe financial vear erdeJ irr., 30,2020 a,d the project,s financial

The Director General, KeNHA and the Project Implementation Team Leader fbr Nairobi southernBypass Road Project further confirm that completeness of the accounting records maintained fbr theProject, which have been relied upon in the preparatio,i oittr" project financial statements as well ason the adequacy of the systems oiinternal financial control.

The Director General, KeNHA and the Project Implementation T'eanr l-eader for Nairobi southernBypass Road Project confinn that the Project rrur 
"".pued fully with applicable GovernmentRegulations and the terms of exter,al fi,ancing covenants, and that project ru,ia, received during the

ft[:'#J":T;?$Hdit 
are used rbr the erigible il;;. rbr whichih"t;;" inrended una i,...

The project financial statements were
naunagement forNairoui soutrrern or^r"3l'""t. 

o/6'hfiu'r'oltft* 
"t'T1rffil1ffi:triii*:

ilrtrfl\^

Approval of the Irroject financial statcmcnts

Eng. I)eter M. Mundinia
Dircctor (Jcncral

:#,J+3
IIng. David A. Muchilwa (]I)A an.ic Kera
l)ircctor, I)evclopmcnt I)cputy Director (F&A)

ICPAK Membcr No: g279
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Telephone: +254-(uo) 3214ooo
E-mail: info@oagkenya.go.ke
Website: www.oagkenya.go.ke

REPUBLIC OF KENYA

OFFTCE OF THE AUDITOR.GENERAL

En h anc ing Account a bi I i 4,

HEADqUARTERS
Anniversary Towers

Monrovia Street
P.O. Box 3oo84-ooroo

NAIROBI

REPORT OF THE AUDITOR-GENERAL ON KENYA NAIROBI SOUTHERN
BYPASS PROJECT LOAN NO. CHINA EXIM BANK PBC NO.(20111 32 TOTAL
NO.(183) NO.(14203030520112115281 FOR THE YEAR ENDED 30 JUNE, 2020 -
KENYA NATIONAL HIGHWAYS AUTHORITY

REPORT ON THE FINANCIAL STATEMENTS

Opinion

I have audited the accompanying financial statements of Kenya Nairobi Southern
Bypass Project Loan No. China Exim Bank PBC No.(2011) 32 Total No.(183)
No.(142030305201 1211528) set out on pages 1to 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 budget and
actual amounts for the year then ended, and a summary of significant accounting
policies and other explanatory information in accordance with the provisions of Article
229 of the Constitution of Kenya and Section 35 of the Public Audit Act, 2015. I have
obtained all the information and explanations which, to the best of my knowledge and
belief, were necessary for the purpose of the audit.

ln my opinion, the financial statements present fairly, in all material respects, the
financial position of Kenya Nairobi Southern Bypass Prolect 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 Preferential Buyer Credit Loan Agreement China Exim Bank PBC No.(2011) 32
Total No.(183) No.(1420303052011211528) in respect of Nairobi Southern Bypass
Project dated 1 December,2011 between the Export-lmport Bank of China and the
Republic of Kenya 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 Southern Bypass
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 opinion.

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 o/.the Auditor-General On Kenyu Nuirobi Southern B.vpass Project Loan No. China Exim Bank PBC
No.(20 I I ) 32 kttal No.( 183) No.( 14203030520 I l2l I 528) /br the .year endetl 30 Jme. 2020 Ken.va National
Highways Authority



Other Matter

Pending Bills

Note 11 to the financial statements reflects pending bills amounting to
Kshs.2,867,324,245 as at 30 June, 2020. 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 additional 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 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 of China (EXIM), 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;

Report of the Auditor-General On Kenyu Nairobi Southern Bypa.s.s Project Loan No. China Exim Bank PBC
No.(2011) 32Total No.(183) No.(14203030520 ll2ll528).fortheyearended 30June,2020 Kenyo National
Highv,ays Authoritv

2

i.



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

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

Responsibilities of Management and those Charged with Governance

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

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

Report of the Auditor-General On Kenya Nairobi Southern Bypass Project Loan No. China Exim Bank PBC
No.(201 l) 32 Total No.(183) No.(142030305201 l2l 1528) for the year ended 30 June, 2020 - Kenya National
Highwalts Ailhority
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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.

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 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

ReSnrt of the Auditor-General On Kenlta Nairobi Southern Bypass Project Loan No. China Exim Bank PBC
No.(201 l) 32 Total No.(183) No.(142030305201121 1528)for the year ended 30June,2020 Kenya National
Highwa.vs Authority

4

a

a

a



a

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.

u
AUDITOR.GENERAL

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.

Nairobi

22 December,2020

Report of the Auditor-General On Kenya Nairobi Southern Bypass Project Loan No. China Exim Bank PBC
No.(201 l) 32 Total No.(183) No.(142030305201 l2l 1528)for the year ended 30 June. 2020 Kenya National
Highu'u.vs Aurhorit.v 
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NAIROBI SOT]THERN BY PASS ROAD PROJECT
Reports and Finunciol Stotements
F-or theJinoncial lteor ended June 30, 2020

6 STATEMENT OF ITF]CIiIPTS AND I'AYMIINTS FOIT THIi I'IiRIOD T]NDED 3OTH .IUNI,]2020

Iff!|ru,:Hr1.o,r",llt'tt 
ancl explanatorv notes to these financiar starements are an integrar part of the

Ilng. Peter M. Mundinia Ilrg. I)avid A. Muchihva CI) nje KeraI)irector (iencral Director, Development Deputy l)ircctor (F&A)
ICPAK Mcnrbcr No: g279

26 AUA ie20 ?8 AUr^ iul 2 0 AUo iuO

2019/20 2018/19

Ilcceipts and
payments

controlled by
the entity

Payments
madc by

third
parties

Receipts
and

payments
controlled

by the cntity

Paymcnts
madc by

thirtl
;rarties

Cumulative to
dateNote

Kshs. Kshs. Kshs. Kshs. Kshs.

299,706,897 141,402,339 7,110,499,230

14,621,960,879

299,706,997
I4l ,402,338 21,732,450,109

298,106.897 141,392.438

() I 00 101,594.623

21,630,865,486

2 t4l 2t 109

RECEIPTS

Transfer fi-onr
Governrnent entities

Loan from external
Developmerrt parlners

TOTAL II.ECEIPTS

Purchase of Goods &
Services

Acquisition of non-
financial assets

TOTAL
PAYMENTS
SURPLUS/DEFICIT
FOR THE YEAR

PAYMENTS

t0.2

I0.3

10.4

10.5

I)ate I)ate I)a1c



NAIROBI SOUTHERN BY PASS ROAD PROJECT
Reporls and Finoncial Statements
For thefinoncial yeor ended June 30, 2020

7 STATEMENT OF FINANCIAL ASSETS AND LIAI}ILITIES AS AT 3OTH JUNE 2O2O

The accounting policies and explanatory notes to these financial statements fbrfinanciar stat#ents. The financial statements were approved on 16 Ailfr ftld*t'*' ortl; 
il;signed by: - --rr-

ilrull,\^ *.t-t11
Eng. Peter M. Mundinia
Director General

Eng. David A. Muchilwa
Director, Devclopment

A hanje Kera
I)eputy I)ircctor (F&A)
ICPAK Member No: 8279

2

2019t2020

Kshs.

2018/19

Kshs.
FINANCIAL ASSETS

TOTAL FINANCIAL ASSETS

REPRESENTED BY:-

NET FINANCIAL POSITION

Notes



NAIROBI SOUTHERN BY PASS ROAD PROJECT
Reports cutd Finonciol Stotements
For the Jinoncial yeor ended June 30, 2020

8 STATIIMENT OF CASHFLOW FOI{ THB PEITIOD 3OTH JUNE 2O2O

The accounting policies and explanatory notes to these financial statements form an integral part of thefinancialStatementS.TheentityfinancialstatementswereapprovedonM202o
and signed by:

ll\,ttfi\^
Eng. I'etcr M. Munclinia
Dircctor Gcncral

3-dtr
Eng. David A. Muchihva
I)ircctor, Dcvclopment

Chanje Kcra
l)eputy Director (F&A)
ICPAK Mcmbcr No: 8279

(l

-)

2019/20 2018/19Notcs

Kshs. Kshs.
I{ECEIPl'S

Transl-ers fiorn Governmenl entilies 10.2 298 706,997 t41 402,339

Net Recci incomefor 298, 97 l4t
Purchase ofGoods and Services 10.4 900

Net P cnts for cx

Net cash flow from activities 2 97 t4tCASHFLOW FROM NG ACTIVITIESINVESTI

uisition of non- financial assets r0.5 8,70 141,3 1
-)

Net cash flows from Invcsting Activities (299,,706,997) (141,392,438)

CASHFLOW FROM OWING ACTIVITIESI}OITR

Proceeds fiom Forei Borrowin

Net cash flow from financi activities

NET INCITIIASIT IN CASH AND CASH
E UIVALI!N]'
Cash and cash cquivalcnt at Beginning of the year

equivalent at End of the vearCash and cash



NAIROBI SOUTHERN BY PASS ROAD PROJECT
Reports qnd Finoncial Statements
F-or the.firtancial -yeor ended June 30, 2020

9 STATEMENT OF COMPARATIVE BUDGET AND ACTUAL AMOUNTS

Note: The significant budget utilisation/performance
Annex I to these financial statements.

differences in the last column are explained in

lllftlt{^
Eng. Pctcr M. Mundinia
Director General

#;*
Eng. David A. Muchilwa
Director, Development

CPA Chanje Kcra
I)eputy Dircctor (F&A)
ICPAK Member No: g279

Z6 AUg ?tin
Date

#*+uH{?s_ ? fr Aui i,,?a
Date

4

Receipts/Paymcnts
Item

Original
Budgct Adjustments Final Budget

Actual on
Comparable
llasis

Variancc <'1, Yar

:l lr c=a*b tl e=c-d f:dlc "1,

llcceipts

Transfers from
Governrnent
entities 300,000.000 300,000.000 298, |.293 103 1000
Total Ilcccipts

3 000 J00,000,000 298,70(t,897 I r0J 100,,1,

Payments

Acquisition of non-
flnancial assets 300.000.000 300,000.000 298,106.891 1,293. I03 l00Yo

Total ents 300,000,000 299,706,997 I 103 100,,1,
300,000,000
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NAIROBI SOUTHERN BY PASS ROAD PROJECT
Reports und Financial Stotements
For theJinonciul year ended June 30, 2020

1O NOTES TO THE FINANCIAL STATEMENTS
The principal accounting policies adopted in the preparation of these financial statements are set outbelow:

10.1 Basis of preparation

10.1.1 statement of compriance and basis of preparation

The financial statements have becn prepared in accordance with Cash-basis IITSAS financialreporting under the cash basis of Accounting, as prescribed by the pSASB and set out in theaccounting policy note below. This cash basis olaccoirnting has U."r rrppt.mentecl with accountingfor; a) receivables that include imprests and salary advances and b) payables that include depositsand retentions.
The financial statements cornply with and confbrm to the lbrm of presentation prescribed by thePSASB.

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

10.1.2 Reporting entity
The financial statements are fbr the Nairobi southern Bypass Road Irroject under NationalGovernment of Kenya' The financial statements encompass the reporting entity as specified in therelevant legislation pFM Act 2012.

10.1.3 Reporting currency

The flnancial statements are presented in Kenya Shillings (KShs), which is the functional andreporting currency of the Project and all values are rounded to the nearest Kenya Shilling.

10.1.4 Significant Accounting policies

a)Recognition of receipts

The Project recognises all receipts liom the various sources when the event occurs and the relatedcash has actually been received by the Government.

o Transfers from the Exchequer
Transfbr fiom Exchcquer.is be iecognized in the books ol'accounts when cash is received. cash isconsidered as rcceived when puynl"nt instruction is issued to the bank and notified to the receivingentity.

o External Assistance
External assistance is received through grants and loans liorr multilateral and bilateraldevelopment partners.

(
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NAIROBI SOUTHERN BY PASS ROAD PROJECT
Reports ond Financiol Stotentents
For thefinoncinl yeor endecl June 30, 2020

SIGNIFICANT ACCOUNTING pOLICIES (Continued)

Use of goods and services

Donations ond grants
Grants and donatio"t thall.be recognized i, the books of accounts when cash is received.cash is considered as received whJn a payne,t advice is received uvijr....rpient entityor by the beneficiary' In case of grantidonation in kind, such g.un* u.. ,".o.6"d uponreceipt of the grant.item and upon"dete.nination of the value. The date of the transactionis the value date indicated on th" paf,rent advice.

P@ine
Borrowing includes Tttat"y bill, treasury bonds, corporate bonds, sovereign bonds andexternal loans acquired bv the project or anv other djt il ;;;j".iil;';i. on wi, betreated on cash basis and recognized u, , ..""ipt during the year they were received.

Und rawn exte rn o I ass isto n ce

These are loans and grants at reporting date as specified in a binding agreement and relateto funding 1br the Project .ri.entlf ynq... a.r.topnr*t where conditions have beensatisfled or their ongoing satisfbction is highly ur.iv- 
"ra the project is anticipated tocontinue to completion. An analysis of the nioj..t', ,Ja**n external assistance is shownin the funding summary

o Other receipts
These include Appropriation-in-Aid and relales to receipts such as proceeds frorn disposalof assets and sale o1'tender documents. These u.. .."n!nised in the financial statementsthe time associated cash is received.

b) Recognition of payments

;J"t"tfi[:Jffi*;fii$f,1r'"t'ts whert the event occurs and rhe rerared cash has actuauy

o Compensation of employees
Salaries and wages, Allowances, Statutory contribution fbr employees are recog,ized inthe period when the compensation is paid.

a

Goods and services are reco-gnizecl as payments in the period when the goods/services areconsumed and paid fbr' If not paid fbr durinf irr"'-p.rl,r where goods/services areconsumed. they shall be disclosedas pending bilis. 
, ---

o Interest on borrowing
Borrowing costs that include interest arc recogrlized as payment in the period in whichthey incurred and paid fbr.

6
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NAIROBI SOUTHERN BY PASS ROAD PROJECT
Reports and Financicrl Statements
For thefinancial year ended June 30, 2020

SIGNIFICANT ACCOUNTING POLICIES (Continued)

. Repayment of borrowing (principal amount)

The repayment of principal amount o1'borrowing is recognized as paymenl in the periodin which the repayment is rnade. The stock of debt is disclosed as an annexure to the
consolidated flnancial statenrents.
o Acquisition of fixed assets
'fhe payment orr acquisition of property plant and equipment ilerns is not capitalized. l'he
cost of acquisition and proceeds from disposal o1'these items are treated as payments and
receipts items respectively. Where an asset is acquired in a non-ex.nu,rg.lrursaction fornil or nominal consideration and the lair value oi'the asset can be relia6ly established, a
contra transaction is recorded as receipt and as a payment.

A fixed asset register is rnaintained by each public entity and a summary provided lbr
purposes of consolidation.'l'his sumrnary is disclosed as an annexure to the consolidated
financial staternents.

c) In-kind donations

In-kind contributions are donations that are made to the Project in the fbrm of actualgoods and/or services rather than in money or cash terms. These donations may include
vehicles, equipment or personnel services. Where the financial value received fbr in-kind
contributions can be reliably cletennined, the Project includes such value i1the statement
of receipts and payments both as receipts and as payments in equral and opposite amounts;
otherwise. the contribution is not recorded.

d) Cash and cash equivalents

Cash and cash equivalents comprise cash on hand ancl cash at bank, short-terrn deposits
on call and highly liquid investments with an original rnaturity of three months or less,
which are readily convertible to known amounts of cash and are subject to insignificant
risk of changes in value. Bank account balances inclr-rde amourrls held at the Central Bankof Kenya and a1 various comtnercial banks at the end o1'the flnancial year. For the
purposes of thesc llnancial slatements. cash and cash equivalents also incluie short tenn
cash imprests and advances 1o authorised public oflrceis and/or institutions which were
not surrendercd or accounted fbr at the end of the linancial year.

Restriction on coslr
Restricted cash represents antounts that are lirnited/restrictecl liom being used to settlc aliability lbr at lcast twelve months after thc reporting period. This cash is linritcd for direct
use as rcquired by stipulation. Amounts maintained in deposit bank accoLlnts are restricted
fbr usc in refirnding third part cleposits

7



NAIROBI SOUTHERN BY PASS ROAD PROJECT
Reports orrtl Finonciol Statements
For the.finoncialyeor ended June 30, 2020

SIGNIFICANT ACCoUNTING I'oLICIES (Continuecr)

e) Accounts receivable
For the purposes of these llnancial statements, imprests and advances to authorised publicofficers and/or institutions which were not surrendercd or accounted fbr at the end of thefinancial year is treated as reccivables. This is in recognition of the government practicewhere the irnprest payments are recognized as puy,r"r,. when fully accounted fbr by theimprest or AIE holders. l'his is an enhance-"ni to the cash accounting policy. otheraccounts receivables are discrosed in the financiar statements.

0 Pcnding bills

Pending bills consist of unpaid liabilities at the end of 1he flnancial year arising fromcontracted goods or services during the year or in past years. As pending bills do not
inYglut the payment of cash in the reporting period, they recorded as.rnemorandum,or'of1'-balance' items to provide a sense of the overall net cash position of the project at theend of the year'.when the pending bills are finally settled, ,r-,.1., puy,rents are ilcluded i,the statement of receipts and payments in the y.- i,', which the payments are rnade.

g) Budget

The budget is developed on a comparable accounting basis (cash basis), the sameaccounts classification basis (except fbr accounts recei,Iable - outstarrJi,rg i-p.est andclearance accounts and accounts payable - deposits, which are accounted 1br on anaccrual basis)' and for the same period as the nnanciai statements. The project,s budgetwas approved as required by Law and National 1'reasury Regulations, or*"tt as by theparticipating development partners, as detailed in the Government ol'Kenya BudgetPrinted Estimates fbr the year. 'fhe Development Projects are budgeted for under theMDAs but receive budgeted lunds as transtbrs and account fbr them scparately. J.hesetransfbrs are recognised as inter-entity transfers and are eliminated ,pon lonrolidation.
A high-level assessment of the Project's actual perlbrmance against the comparablebudget lbr the finar-rcial year/period under review has becn included in an annex to thesefinancial statements.

h) Third party paymcnts

Included in the receipts and payn'rer1ts, are payrnents madc on its bchalf by to third partiesin fbrm of loans and grants.'l'hese payments do not constitute cash receipts and paymentsand are disclosed in the payrnent to third parlies colurnn in thc statemcnt ol.receipts andpayments.

During the year, no loan disbursements were received in fbrrn of clirect paynrents fiomthird parties.

8
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NAIROBI SOUTHERN BY PASS ROAD PROJECT
Reports and Finunciol Statements
P-or the Jinonciol yeor ended June 30, 2020

2019/20 2018/19 Cumulative
to-dateKshs Kshs

Counterpart funds Quartcr I 1,413,200 1.172.701.061
Counterpart firnds Quarter 2 150,000,000 53,350,000 2,997,533,365
Counterpart funds Quarter 3 74,246,936 84,089.760 1,530,449.316
C'ounterpart lunds Quartcr 4 74.459.961 2,549,379 r,s09,805.488.I'O'I'AL

299,706,997 141,402,339

SIGNIFICANT ACCOUNTING POLICIES (Continuecl)

i) Exchange rate differences

The accounting records are maintained in the lunctional currency of the primaryeconomic environment in which the Project operates, Kenya Shillings. 'l'ransactions inforeign currencies during the yearlpcriodLre converted into irre firnctional clrrrency usingthe exchange rates prevailing at the dates of the transactions. Any foreign exchange gainsand losses resulting trom the settlement of such transactions and liom the translation atyear-end exchange rates of monetary assets and liabilities denominated in fbreigncurrencies are recog'rised in the statements of receipts and puyn.,"rtr.

j) Comparative figures

where necessary comparative ligures fbr the previous flnancial yearlperiod have beenamended or reconfigured to conlbrm to the required changes in financial statementpresentation.

k) Subsequent events

There have been no events subsequent to the financial yearlperiod end with a significanti,rpact on the flnancial statementi lbr the year ended June 30. 2020.

I) Errors

Material prior period errors shall be corrected retrospectively in the first set of flnancialstatements authorized fbr issue after their discovery by: i. Restating the comparativeantounts lbr.prior period(s) presented in which the crror "..;.;;;; or ii. If rhe erroroccurred befbre the. earliest prior period presented, restating the opening balances ofassets, liabilities and net assets/equity lbr tl're earliest prior peiiod presentecl.

IO.2 ITECEIPTS FROM GOVERNMENT OF KENYA
These represent counterpart Iunding and other receipts f.*l gou.,.nment as fbllows:

()

7,110,,499,,2311
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t For the Jinoncial year ended June 30, 2020

IO.3 LOAN FROM EXTERNAL DEVELOPMENT I'ARTNERS
During the 12 months to 30.h"rne 2o2o,we received no funding l}om development partners inlbrm of loans given the project was conrpleted. Currrulatively,ks h. 14.520,;Ti,zsahas beenutilised by the project.

IO.4 PUITCHASE OF GOODS AND SERVICES

FY 2019/20 FY 2018/19
Rcceipts
and
payments
controlled
by the
en

Paymcnts
made by
third
parties

Total
Paymcnts

Total
Payments

Cumulative
to-datc

Description

Kshs Kshs Kshs Kshs Kshs
Domestic travel
and subsistence

11 590,070Advertising and
servlces

9 900 s5.520 961Other operating
expenses-Bush

34,493,592

Total
9,900 10I,594,623

r0.5 ACQUISITION OF NON-FINANCIAL ASSETS

FY 2019/20 FY 2018/19
Paymcnts
madc by
third
partics

Total
I)aymcnts

Total
Payments Cumulative

to-datc
Description

Kshs Kshs Kshs Kshs Kshs
Construction of
roads 258.733 061 2s8.733.061 139,g7g IJ l9 451,53 I 448Acquisition of
land 39 973,936 39,973,936 13.200I 2,179 334,039

Total 70 7 299,706 7 141 ,438 21,630 ,486

l0

Receipts
and
paymcnts
controllcd
by the entity
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Reports oncl Finsncial Ststements
For the./inoncialyeor endecl June 30, 2020

I0.6 CHANGES IN ACCOUNTS PAYABLE -RETEN'I'IONS

As at 30tr' June2020, there were no Retentions being held under the project. (30,n.Iune,2019-
NrL)

I I PENDING IIILLS (Annex 2.A)

Balance b/f FY
2018t2019

Additions for
the period

Paid during the Balance c/f FY
2019t2020

I)esc[iption Kshs Kshs Kshs Kshs
Construction of
Roads 651,347 259,733,061 392,614,246
Acquisition of
Land 74.710 000 39,973,936 39,973,936 2,474,710,000

Total 3,126,057,307 39,973,936 299,706,,997 2,867,324,246

ll
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{r

PROGRESS ON FOLLOW UP OF AUDITOR RECOMMENDATIONS
The Ibllowing is rhe summary of issues raised by the extemal auditor. and man:nominared rocarp"oon',o'J.or,"ii"""'i",,i!.,",,,',i"*,;:i;ffir'i#'xt:[il[:',:?ff['il:,ffi[rffi#T.,lJXi.,iiflllil;,yi,lT

t2

Reference
No. on the
external

audit Report

Issue / Observations from Auditor Management comments

Focal Point
person to

resolve the
issue

(Name ond
designation

Status:
(Resolved /

Not
Resolved)

Timeframe

(Put a date
wlten you
expect tlre
issue to be

1

flnancial statements
reflects pending bills amounting to
Kshs.3,126,057,307 as at 30,h June.
2019. Although Management has
committed to liaise with the line
Ministry and National Treasurv for
adequate budgetary allocation and
timely exchequer releases for prompt
payments in the subsequent financial
year, the project is at risk ofincurring
additional significant interest costi

ln tS

Note 9 to the

and e wlS h thepena contt r-redn delay

The Authority is liaising with the parent
Ministry and National Treasury in an
effort to secure adequate budgetary
provisions to settle the GoK portion of
certificates. This is evidenced by
reduction of pending bills from kshs
3.lB in FY 20lBt20t9 to kshs 2.8B in
FY 2019t2020.
The Authority will continue liaising with
line Ministry and National Treasu-ry, to
make sure that timely payments are
made for all the certified works.

Eng. Paul
Omondi Continuous Continuous

frlttl,tt^
Eng. Peter M. Munclinia
Director General

Eng. David A. Muchilwa
Director, Development

Dat#+#0-?$ts_

t2

----1&ruei!:0_Date
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ANNEX I - VARIANCE EXPLANATIONS'COMPARATIVE BUDGET AND ACTUAL AMOUNTS

Final Budget
Actual on

Comparable
Basis

Budget
Utilisation
Variance

oh of
Utilisation

Variance to
Final

Budget

Comments on Variance

a b c:a-b cl=bla "/oRECEIPTS DURIN G THE YEAR/PERI oD

Government of
Kenya 300.000.000 299.706,897 1,293.103 100%

Total receipts 300,000,000 299,706,,997 1,293,103 l00o/r
PAYMENTS DURING THE YEAR/PERI oD
Purchase ofgoods
and services 0%

Acquisition of non-
financial assets 300,000,000 299,706.897 1,293,103 100%

Total Payments 300,000,000 299,706,997 1,293,103 100,

l3



NAIROBI SOUT'HERN BY PASS ROAD PROJEL'T'
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ANNEX 2A - ANALYSIS OF PENDING BILLS

{r!.t

a

Supplier of Goods or
Services

Original
Amount

Date
Contracted

Amount Paid
To-Date

Outstanding
Balance

Outstanding
Balance

Comments

2020 2019
a b d:a-c

Construction of roads

Land Compensation 4.655,405,497 2,190.695,497 2.474,710,000 2,474,770,000
China Road & Brid ge Corp 149,042,037 05109t2014 74.459.961 74,592,076 149,042,037 3AChina Road & Bri dge Corp 68.997,723 17 t06t2015 68,997,723 68,997,723 4BChina Road & Bridge Corp 39,733.856 08tr0t2015 39,733.956 39,733,956 5AChina Road & Bridge Cotp 28,625,263 20t02t2016 28,625,263 28,625,263 5CChina Road & Bridge Corp 142,576,916 3U03t2017 142,576,916 142,576,916 6DCh lna Road & B ridge Corp 5.444,372 24t07t2017 5,444,372 5.444,372 6FChina Road & Bridge Corp 32.654,039 31105t2018 32,654.039 32,654,039 6(H)China Road & Bri dg. Co.p 419,293,202 31t07 t2017 418.283.202 184,273,100 6GGrand Total 5,540,762,996 2,673,439,650 2,967,324,245 3,,126,057'307

14
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L ., .t,
t

t
ANNEX 3 _ SUMMARY OF FIXED ASSET REGISTER

Asset class Purchases/Additions
in the Year

Disposals in the
Year

Opening Cost Closing Cost
(KShs) (KShs) (KShs) (KShs)

2019/20 2019t20 2019t20 2019t20
(a) (b) (c) (d)= (a)+ (b)-(c)

Construction of Roads 19.192.798.387 258"733.061 19,451,531,449
Land 2,139,360,202 39,973.936 2,179,334,039
Total 21,332,159,599 298,706,,997 21,630,965,496

15
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