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Rurol Electrificotion In Five Regions Project
Annual and Finoncial Statements ended June 2023

1. Acronyms and Glossary of Terms

PFM

lntemational Public Sector Accounting Sandards

NationalTreasury

Public Finance Management.

Public Sector Accounting Standards Board

World Bank

Government of Kenya

Organization of the Petroleum Exporting Countries Fund for International
Development

Saudi Fund for Development

Abu Dhabi Fund for Development

Arab Bank for Economic Development in Africa

PSASB

WB

GOK

OFID

SFD

AFD

BADEA

IPSAS

NT
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ltQl lr urrd Fiitanciui Slutentettts for the.financiai-yenr ended June 30,2023

rnlation and Ovcrall Pcrtbrmance

and rcgistercd officc

Electrification in Irive Regions Project

key objectives ofthe project are

of power sUpply to houses, schools health and government cgntres and commercial,
agricultural activities which will help on boosting the economic and social

I improve small industries working in the field of agriculture industries specially

offices are in Nairobi, Kenya

of its registered office is:

Red Cross Road,
8s - 00r00,
+254)709 t93 000/3600

rerec.co.ke

ect Information

ect Overvicw

provr

project

proJect

Box 34
hone:

al

and

cct I

Na

Pro rct Start Date The pro ject start date is 23'd September 20 t 3

P ct End Date: 'l'he proiect end date is 3Oth December 2024

P rct Coordinator: The proiect coordinator is Mr. Edward Gakuniu

Proj :ct Sponsor: The project sponsor is BADEA, OFID, ABU DHABI, SAUDI
and GOK, through thc National Treasury

The rvision of the Minist ofis under the

P number Credit numbcr I I I 597K8/ 1407PKE

goals of the
proJ

The strategic goals of the pro.iect are as follows:
(i) J'o connect public facilities in selected areas

(ii) To connect household in the selected areas

ment of
c S

The project managernent aims to achieve the goals through the
cxtension ol' clectricit s

lll



Rural Electrilication In Five Regions Project
Annual and Financiol Stotements the

2.4 Bankers

There is no operating bank account for the project.

2.5 Auditors

The project was audited by the

Auditor-Ceneral,
Office of the Auditor-General,
Anniversary Towers, University Way,
P. O. Box 30084-00100,
Nairobi

ended June 30,2023

Other
Background
information
oroiect

important

of the

The overall project has components:
a) Construction of distribution networks
b) Consultancy service for prepiration of design and ten
documents-

Current situation that
the project was formed
to intervene

To supplement the Govemment efforts of connection of all put
facilities and households in the rural areas.

Project duration The project started on 23rd September 2013 and is expected to r
until 306 December 2024.

lv



Ltact cuii(t,t irt i'ive iiegiorts Frtjecr
uul und Finoncial Stutenrcnts the

tion :rnd Overall l'erformancc (Continuecl)

and Responsibilities

ended June J0, 2021

ect In{h

Rolc,

i\ es an contact details Titlc
desiqnation

Key Qualifications Responsibilities

kunju
4879
rea.co.ke

Project
Coordinator

Master's Degree in
Economic Policy
Management

Overall
coordination of
Project activities
Coordinate
Project
implementation
activities as per
the work plan
Prepare project
implementation
reports
Attend project
coordination
meetings

a

a

a

a

.ta

9796
:a@rerec.co.ke

\J

+

v

alter Ndr
5470787
llter.ndu

Project
Accountant

BBM(Accounting),
cPA (K)

Preparation of the
project's financial
reports
Process of
project-related
payments

a

a

t
+

fl

7221 880
Procurement
Specialist

Master's Dcgree in
Procurement and
Supplies

Preparation of
project's
procurement
plans
Preparation of bid
documents
Coordinate
tendering
evaluation and
award
notifications
Coordination of
procurement
activities of the
proiect

a

a

a

c



Artnual
Rural Electrilicotiotr ln l-ive Regions Project

and Financial Statenrcnts thefinoncial ended June 30, 2023

Nicholas Muigai
+254722269540
nmuigai@rea.co.ke

Project Engineer Bsc. in Electrical
Engineering

Review of pnq

designs
Analyse all thr

Technical aspt

ofthe project

a

a

BADEA,OFID,ABUDHABI,
SAUDI & GOK

Sponsors ofth,
Project
Reviewing anc

accepting
requests for no
objection, year

work plans anc

budgets, proja
withdrawal
applications ai
expenditure
category
reallocation.
Participating in
implementatior
support missior

a

The Parent Ministry Ensures that
Project's budge
is accounted for
in its
development
Projects
Disburse the
goverrunent
counterpart
funding.
Review and tra<

the Project's
annual work pla
and budget
against the set
targets and makr
the approvals.
Oversee the
execution of the
project
coordinating
team.

a

a

o

a
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ral In Five Regions Project
Financial Statements the ended June 30, 2023

mmary

on of Eleven (l l) years, (3) Months, (7) days from 23'd September 2013
2024. Although the Loan agreements were signed between 201I and 2013,
Attorney General had not been done for all the credits until December 2016
Fund agreement was ratified. This meant release of the funds could not be
ect funding was jointly by the four financiers.

lementation commenced in October 2019. The Contract agreements with the
gned on lst.luly 2016, however, actual implementation delayed to logistical

ing of the letters of credit which was finalized in 2019. The project is set for
mber 2024 following the recent credit financing extension by all the financiers.

st is US $ 57M (BADEA - US$ l0M; OFID - US$l5M; SAUDI - US$12 M
$ l0M and Kenya Government - US$ l0M) as highlighted in the table below:

ll

,

u rtor Mandated to audit
allNational
Government .,

entities, which
include
government
development
projects and
present these
statutory financial
statements to the
Parliament.
Facilitate
submission of the
audited report to
the project's
sponsors by 3 lst
December each
year.

a

o

30
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Rural Electrificution In lTive Regiotts Project
Attrtuol and Financiol Slatements the ended lune 30,2023

Project Information and Overall Performance (Continued)

2.8 Summary of Overall Project Pertbrmance:

(i) Budget performance against actual amounts for current year and for cumulative to-date,

(ii) Physical progress based on outputs, outcomes, and impacts since project

(iii) Commentonvalue-for-money achievements,

(iv) Indicate the absorption rate for each year since the commencement of the project

(v) List the implementation challenges and recommended way forward.

i) Budget pcrformance against actual amounts for current year and for cumulative

During the year under review, the project received Kshs.543,367,214 or 97%o against a final

of Kshs. 557,956,967 and incurred a total expenditure of Kshs. 543,367,214 against a budget

Kshs 557,956,967 resulting to underutilization of Kshs 14,589,753 or 3%o.

Since the financial statements are prepared on the cash basis of accounting under IPSAS, they

include paid invoices that were committed in prior years but paid or settled during the current

amounting to Kshs. 479,235,184.

The Project recognizes all receipts as the event occurs and the associated cash is received. Thus,

during the financial year under review, the project got a total of Kshs.1,022,602,398 against a final

budget of Kshs. 557,956,967.The project's cumulative receipts and payments are Kshs

3,802,7 7 6,07 5 and Kshs.3, 802,7 7 6,07 5 respectively.

ii)progress based on outputs, outcomes, and impacts since project commencement,

Activities planned for the

reporting period

Activity Implementation Status Narration

Preparation of projects designs

and lotting

Design and surveying of projects Completed

Recruitment of Project Consultant To supervise the construction of

distribution lines

Completed

x



Bid preparation, adveflisements,

bid opening, bid evaluation and

job awards

ol' Construction Completed

and

Su

S

of Perlbrmance bonds For the Lots awarded Completed

Site and gn {iles handing over For the Lots awarded Completed

Pa of advances For matcrials both local and

foreign

Completed

Factory Tests For materials already completcd

was done virtually

98% Completed

of rnaterials For the Lots awarded 757o complete

n of power lines For the Lots awarded On going

I

mment

project

vities is

AD) thi

bso

D.57,

lll

rion itr i'ive iiegiotrs Pntjccr
u nd i;inanciul Staruments the ttoncial .lteot ended Juna 30, 2023

on value-for-money achievements

extended and the new closure date was 30th December 2024. The Corporation is

ties of the construction contractor to ensure implernentation of the planned

The following are the achievements: -

for distribution lines done and completed on time

tment of construction contractors done in the year 2016

consultant recruited for the project

materials delivery to site at aboutT5o/o

of power distribution lines at about 60%

rate for cach ycar since the commencement of the projcct.

rate is 65oZ compared to the disbursement plan in the Project Appraisal Document

was due to delay by contractors in delivery of key powerline materials such as

As at year end total disbursement is USD.37,l9l,9l0 against total commitment of

00

xl



Rurat ElectriJicotion In Five Regions Project
Annual and Financial Statements the ended June 30,2023

Project Information and Overall Performance (Continued)

v) Implementation challenges and recommended way forward.

a) The COVID-I9 pandemic struck the world in 2020 - 2022. Social distancing,

negatively impacted the development of material manufacturing, travel, and

sharing, in an attempt to stop the spread.

b) Complexity of dealing with more than one financier. This can be resolved by

one financier as the lead.

c) Complexities of opening letters of credit given different conditions for the financiers.

d) Delay in processing paperwork since all financiers must get hardcopies in order to

payments.

e) Delay by the contractors in delivering key powerline materials such as transformers

completion of the projects.

2.9 Summary of Project Compliancc:

There were no significant cases of non-compliance with applicable laws and regulations or

essential extemal financing agreements or covenants.

,
I
i
i

f;
li
ii

I

xll
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iiiec tcolt0il itt t;ive t@giotts I'r|Jecl
1l ond ii'inancial StotenrcntsJbr the.financial ),ear ended June 30, 2023

f Perlbrmance against Project's Predctermined Objectivcs

(l) of the Public lrinance Management Act,2012 requires that, at the end of each

, the Accounting Officer when preparing financial staternellts of each National

in accordance with the standards and fonnats prescribed by the Irublic Sector

Board includes a statement of the national govemnrent entity's perfbrmance

objectives.

lopment objectives of the project's agreement/plan are to

of Kenya has committed to achieve universal access to power supply by

public facilities and households are connected. This will help in realization of the

as well as the support to Development Agenda being implemented by the

In view of this there are a number of public facilities connected to power supply and

aimed at connection of these public facilities and households. These public facilities

Centres, Trading Centres and Secondary Schools etc.

is a critical factor in reducing poverty and is a fundamental means to achieve

By developing adequate infrastructure that provides consistent and

to energy, the local comnruriities can signif-rcantly improve their standard of

their economic status through a healthier home environment, access to new

vities and improved education.

importance of electricity access to national development the government identified

of the key enablers to its long-term dcvelopment plan the "Kenya Vision 2030"

in the year 2008. The aim of the Vision is to make Kenya a globally competitive

country with a high-quality life to all Kenyans by 2030

ly be achieved if allthe public facilities and households are connected. According to

I)lan 2018/19 to 2022/2023, there are about 25,899 public tacilities that are yet

to electricity. This project aims at connection of some of the non-electrified public

attainment of strategic developmcnt objectives

ol'irnplementing and cascading the above development objectives to specific sectors,

objcctives were madc spccific, measurable, achievable. realistic and tinte-

b

ng

key

mcnt

du

on 8l

al

203

all

I

project

ng and

I the
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be

will
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Rural ElectriJication In Five Regiotts Project
Annual and Finoncial Staternentsfor the ended lune 30,2023

bund (SMART) and converted into development outcomes. Attendant indicators were

for reasons of tracking progress and performance measurement:

I
I
I
ii

I

I Ii
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Rural Electrification In Five Regions Project
Annual and Financial Stalemenls the year encled June 30,2023

4. EnvironmcntalandSustainabilityReporting

The project exists to transfonn lives. This is our purpose; the driving force behind everything

do. It's what guides us to deliver our strategy. Below is a brief highlight of our activities that

towards sustainability.

1. Sustainability strategy and prolile

The .Corporation is committed to promoting reliable power supply and.through

departments, quality powerline systems is sustained. The evaluation and monitoring that is

throughout the project implementation process ensures compliance with sustainability shategy

2. Environmental performance

The Corporation engages environmental specialists in the identification of projects and

with NEMA guidelines on impact on environment.

3. Employee welfare

The policies that guides the Corporation on recruitment includes: PSC Recruitment and

policy; Delegation of PSC HRM Functions to the Cabinet Secretary, July 2018; Framework

Short Term Employment in the Public Service, May 2019 and Human Resources Policies and

Procedures Manual for the Public Service, May 2016. This enabled the Corporation to promote

common cadre under the deligated powers as guided by the policy taking into ionsideration gender

and regional balance.

For skills improvement and career progression the Corporation is guided by Human Resource

Development Policy for the Public Service, June 2015 and Guidelines on Managing Training in

the Public Service. This enabled the Corporation to conduct individual training programmes

required for career progression/promotion and those required in the Schemes of Service foe various

cadres and also group trainings for various cadres.

The Corporation has developed its own Occupational Safety and Health Policy with reference to

made Occupational Safety and Health, ACT of 2007. A Corporation Committee on Occupational

Safety and Health is in place which ensures adherence to Occupational Safety and Health

Administration, safety and security of the staff and Corporation properties.

4. Market Placc Practices

a) Responsible Supply chain and supplier relations-

Procurement undertaken in compliance with WB Procurement Regulations as per Section 3.7 of
the regulations are as follows;

( 'r

xvt



LI itttr itt Five iiagiotrs i'nlecr
ft nnd Fiuurtcial Siutements tlrc nncial endeci June 30, 2(J23

tirnely and sullicieut inlormation to tsidders/Proposers/Consultauts including

the Notification of intention to Arvard and debriefing, so that

nsultants can both understand the basis for the Borrower's decision

an infbrmed decision on whether to lodge a Complaint challenging that decision.

acknowledge Cornplaints received

complaints promptly and fairly, preserve the confidentiality and proprietary

ation of othcr Applicants/ Bidders/Proposers/Consultants including commercial and

information and trade secrets as required by the Bidders/Proposers/Consultants

Bids/proposals

n complete records of all debriefings and Complaints and their resolution

subject to prior review, intbrm the Bank prornptly of any complaint submitted

the Bank a copy of all relevant documents and information

subject to prior review, The Client consult with the Bank promptly and

throughout the Complaint review and resolution process

nsible ethical practices

to financiers Regulations on bank Anti-corruption guidelines

latory'impact assessment

ensure adherence to NEMA in Project implemeritation is undertaken and as well as

procurement" to ensure that suppliers who value the environment are encouraged

unity Engagements

has carried out the following measures to ensure acceptance of the projects by

around the project area; The Corporation has put in place mechanism for

of the people during project implementation. Among them includes operationalization

lders Coordination committees and rolling out of community engagement strategy and

the Corporation continued to ensure that local comnrunities were considered lbr jobs

implementation of the energy projects. Local communities were also involved in

acqursrtloll.

of Project Managemcnt Rcsponsibilities

Executive Olficer. Rural Electrification and Renc'uvable linergy Corporatiort and the

are responsible lbr the preparation and prescntation of the Project's [lnancial

ii) Prom

iii)Reso

(v) For

and

(vi)For

5. Co

comm

) Pro

B

ln

have

and

(iv)

additi

S

lcy

Statc

Chie
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Rural Electrification In Five Regions Project
Annual and Financial Statements the ended June 30, 2023

statements, which give a true and fair vicw of the state of affairs of the Project for and as at

end ofthe financial year ended on June 30,2023.

This responsibility includes: maintaining adequate financial management arrangement

ensuring that these continue to be effective throughout the reporting period; maintaining

accounting records, which disclose with reasonable accuracy at any time the financial position

the project, designing, implementing and maintaining internal controls relevant to the

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

misstatements, whether due to error or fraud; safeguarding the assets of the project; selecting

applying appropriate accounting policies and making accounting estimates that are reasonable

the circumstances.

The Chief Executive Officer and the Project Manager for Rural Electrification in five

Project accept responsibility for the Project's financial statements, which have been prepared

the Cash Basis Method of Financial Reporting, using appropriate accounting policies

accordance with International Public Sector Accounting Standards (IPSAS).

The Chief Executive Officer and the Project Manager for Rural Electrification in five regions

Project are of the opinion that the Project's financial statements give a true and fair view of the

state of Project's transactions during the financial year ended June 30, 2023,andof the Project's

financial position as at that date. The Chief Executive Officer and the Project Manager for further

confirm the completeness of the accounting records maintained for the Project, which have been

relied upon in the preparation of the Project financial statements as well as the adequacy of the

systems of intemal financial control.

The Chief Executive Officer and the Project Manager for Rural Electrification in five regions

Project confirm that the Project has complied fully with applicable Government Regulations and

the terms of external financing covenants, and that Project funds received during the financial year

under audit were used for the eligible purposes for which they were intended and were properly

accounted for.

xvtu
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Ap I of the Project F inancial Statcmcnts

The t financial statements were approved by the Chief Executive Officer and the

Manager for Rural Electrification in Five Itegions Project on 9+,lo , zozs

and by thern

N..I..-........
CS Mkalama Bdrvard kunju Nduta

Project Accountant

ICPAK Member
No:23665

Chief Executive
Project Manager

xlx
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Teleph
E-mail:

Website

+25 ) 3zt4o

REPUBLIC OF KEI\TYA

OFFICE OF THE AUD.1rOR-GEI{ERAL

E n h a n c' i n g A c c o u n t o h i I i 4'

HEADqUARTERS
Anniversary Towers

Monrovia Street
P.O. Box 3oo84-ooroo

NAIROBI

d

OF HE AUDITOR-GENERAL ON RURAL ELECTRIFICATION IN FIVE
SP ECT (CREDIT NO.l1l597KE, CREDIT NO.1407PKE) FOR THE YEAR
30 JU E, 2023. RURAL ELECTRIFICATION AND RENEWABLE ENERGY

ion to the contents of my report, which is in three parts:

Financial Statements that considers whether the financial statements
nted in accordance with the applicable financial reporting framework,
ndards and the relevant laws and regulations that have a direct effect
statements

lness and Effectiveness in Use of Public Resources which considers
with applicable laws, regulations, policies, gazette notices, circulars,
nd manuals and whether public resources are applied in a prudent,
nomic, transparent and accountable manner to ensure the Government
ue for money and that such funds are applied for the intended purpose.

Effectiveness of lnternal Controls, Risk Management and Governance
iders how the entity has instituted checks and balances to guide internal
This responds to the effectiveness of the governance structure, the risk
nt environment and the internal controls, developed and implemented by

with governance for orderly, efficient and effective operations of the

opinion does not necessarily mean that an entity has complied with all
and regulations and that its internal controls, risk management and

are properly designed and were working effectively in the financial

of the report are aimed at addressing the statutory roles and
of the Auditor-General as provided by Article 229 of the Constitution, the
Management Act, 2012 and the Public Audit Act, 2015. The three parts of
n read together constitute the report of the Auditor-General.

THE FINANCIAL STATEMENTS

the accompanying financial statements of Rural Electrification in Five
(Credit No.11l597KE, Credit No.1407PKE) set out on pages 1 to 45,

on Rural Electification in Five Regions Proiect (Cr. No.l l/597K8, Cr. No.l407PKE)
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which comprise of the statement of financial assets as at 30 June, 2023, 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.

!n my opinion, the financial statements present fairly, in all material respects, the financial
position of Rural Electrification in Five Regions Project as at 30 June, 2023, and of its
financial performance and its cash flows for the year then ended, in accordance with
International Public Sector Accounting Standards (Cash Basis) and comply with the
Public Finance Management Act, 2012 and the Financing Agreements with Arab Bank
for Economic Development in Africa ((BADEA) dated 23 September, 2013,
Cr. No.11l597KE dated 6 September,2013, with the Saudi Fund Development, and
Cr. No.1407PKE dated 25 September, 2011, with the OPEC Fund for lnternational
Development and the Republic of Kenya.

Basis for Opinion

The audit was conducted in accordance with lnternational Standards of Supreme Audit
Institutions (lSSAls). I am independent of the Rural Electrification in Five Regions 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.

Emphasis of the Matter

Low Absorption of Project Funds

Note 2.7 on funding summary indicates that the Project is for duration of eleven (1 1) years
and three (3) months from 23 September,2013. The Note further indicates that both the
Donors and the Government of Kenya had made commitments amounting to
Kshs.5,828,101 ,800 (USD 57,000,000). The actual amount received during the Project's
implementation period totalled to Kshs.3,802,776,075 (USD 37,191,910) of the funding,
leaving a balance of Kshs.2,025,325,725 (USD 19,808,090) or 35% of Donor commitment
undrawn. This id despite the project having been ongoing for nine (9) years and ten (10)
months leaving a variance of implementation period of one year and five (5) months only.
However, with the Project's closing date of 30 December,2024, the credit may lapse
without being fully utilized and the objectives and planned deliverables may not be
realized.

Management has not provided any documentary evidence to demonstrate mitigation
against credit lapse before implementation of all project activities.

My opinion is not modified with respect to this matter

Report of the Auditor-General on Rural Electrification in Five Regions Project (Cr. No. I l/597KE, Cr. No. l407PKE)
for the year ended 30 June, 2023 - Rural Electrification and Renewable Energt Corporation
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it rs are those matters that, in our professionat judgment, are of most
n nce rn audit of the financial statements. There were no key audit matters to

p the under review

ect !mplementation

into
cial records provided for audit revealed that the Government of Kenya
ancing agreement with four (4) financiers for implementation of rural

atter

of fina

n ects in five (5) regions at a total cost of Kshs.5,828,101,800.

ing to agreements, the projects were to commence in September,2013 with
pletion date of 30 December, 2024. The statement of receipts and

ind that an amount of Kshs.3,802,776,075 had been incurred on the
,wh amounts to 65% of the total funding. However, out of the project timelines
mo , 105 months which is equivalent to 95% of the time, had lapsed
ment did not explain how they intend to fast track the implementation of the

idering the fact that the financing agreements will lapse on
2024

r of the project implementation status revealed that out of total budgeted
Kshs.5,828,101,800, projects with a total cost of Kshs.1,523,144,961
been started and projects worth Kshs.1,132,879,233 (19%) were in

cost
had
S.

ent.

cl nces, delay in project implementation has affected the project's planned
es an therefore impacting negatively on service delivery to the public

nding Accounts Payable

1on r lmportant Disclosures to the financial statements reflects pending
nts totalling to Kshs.132,925,013 as at 30 June, 2023. Management did

rovide ny reasons for non-settlement of the bills and therefore the project is at the
tncu ng significant interest costs and penalties with the continued delay in

re to bills during the year to which they relate distorts the financial statements
ly affects the budgetary provisions for the subsequent year as they form a

charge

N LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC

lus

by Article 229(6) of the Constitution, based on the audit procedures
except for the matter described in the Basis for Conclusion on Lawfulness and

in Use of Public Resources section of my report, I confirm that, nothing else

on Rural Electrification in Five Regions Project (Cr. No.l l/597K8, Cr. No.l407PKE)
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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

Commingling of Funds

The statement of receipts and payments reflects total receipts of Kshs.1,022,602,398
comprising of Kshs.972,645,431 and Kshs.49,956,967 in respect of payments made by
third parties as loans from externaldevelopment partners and transfers from Government
entities respectively. However, no separate bank account was opened and operated by
the Project. Review of records revealed that Project funds were commingled in the
Corporation's bank accounts where project payments and receipts are recorded. No
evidence of exemption by the Cabinet Secretary was provided against opening a project
account.

ln the circumstances, Management was in breach of the law and did not comply with
requirements of the financing agreement.

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 on
whether the activities, financial transactions and information reflected in the financia!
statements are in compliance, in all material respects, with the authorities which 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, except for the matter described in the Basis for Conclusion on
Effectiveness of lnternal Controls, Risk Management and Governance section of my
report, I confirm that, nothing else has come to my attention to cause me to believe that
internal controls, risk management and overall governance were not effective.

Basis for Conclusion

Control Weaknesses in Management of lnventories

The statement of receipts and payments reflects acquisition of non-financial assets
amount of Kshs.1,022,602,398 which as disclosed in Note 8 to the financial statements
includes purchase of goods expenditure of Kshs.1,004,316,220. However, evidence of
any periodic inspections and quarterly audit of the plant and materials within the custody
of the contractors was not provided for audit review. This was contrary to the particular
conditioning clause 21 of the contract, between the employer and the contractor which
provides that the employer shall reserve the right to conduct periodic inspections of the
storage premises as well as quarterly audits on the plant and materials.

Report of the Auditor-General on Rural Electrification in Five Regions Project (Cr. No. I l/597K8, Cr. No. l407PKE)
for the year ended 30 June, 2023 - Rurql Electrification and Renewable Energ,, Corporation
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th um nces, effectiveness of controls in inventories management could not be

itwas nducted in accordance with ISSAI 2315 and 2330. The standards require
n and rm the audit to obtain assurance on whether effective processes and

al control, risk management and overall governance, were operating

and to provide a basis for my conclusion.

ibititi of Management and those Gharged with Governance

nt responsible for the preparation and fair presentation of these financial
nts in ance with !nternational Public Sector Accounting Standards (Cash
and fo maintaining effective internal control as Management determines is

ryto le the preparation of financial statements which are free from material
ment, whether due to fraud or error and for assessment of the effectiveness of

co rols, risk management and overall governance.

of
ly, in

anng
s abil
tos

I material respects. I believe that the audit evidence I have obtained is

financial statements, Management is responsible for assessing the
to continue to sustain its services, disclosing as applicable, matters
nability of services and using the applicable basis of accounting unless

cial transactions and information reflected in the financial statements are
with the authorities which govern them, and that public resources are

n

IN

a

Ma nt aware of the intention to terminate the Project or cease operations.

nt is also responsible for the submission of the financial statements to the
r-Gene I in accordance with the provisions of Section 47 of the Public Audit
15.

In ition the responsibility for the preparation and presentation of the financial
nts ribed above, Management is also responsible for ensuring that the

es, fin
an

tn an ctive way

cha with governance are responsible for overseeing the Project's financial
re reviewing the effectiveness of how Management monitors compliance

legislative and regulatory requirements, ensuring that effective processes
are in place to address key roles and responsibilities in relation to overall
nd risk management, and ensuring the adequacy and effectiveness of the
nment.

ral's Responsibilities for the Audit

are to obtain reasonable assurance about whether the financial
s a whole are free from material misstatement, whether due to fraud or error,

an auditor's report which includes my opinion in accordance with the
Section 48 of the Public Audit Act, 2015 and submit the audit report in

Article 229(7) of the Constitution. Reasonable assurance is a high level
, but is not a guarantee that an audit conducted in accordance with lSSAls
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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 which 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, ! consider internal control in order to give an assurance on the effectiveness
of internal controls, risk management and overall governance processes and systems in
accordancewith the provisions of Section 7(1)(a) of the PublicAuditAct,20l5 and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of
the internal controlwould not necessarily disclose all matters in the internal controlwhich
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 which 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 pedorming 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 which 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.

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 which may cast significant doubt on the Project's
ability to continue to sustain its services. lf I conclude that a material uncertainty exists,

Report of the Auditor-General on Rural Electrification in Five Regions Project (Cr. No. I I /597 KE, Cr. No. I 107 P KE)

for the year ended 30 June, 2023 - Rural Electrification and Renewable Energ,, Corporalion
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ul l1 uni Financiul StutenrcttsJbr theJinanciol ),ea, ended June 30,2023

f Financial Asscts as at 30tl' June 2023

policies and explanatory notes to these financial statements form an integral part
ial statements. Thc financial statements were approved on Q/p. I o, 2023 and

f,
brrc,-,

-. -........... f... -.. -,

Edrvarcl G/nkunju

Projcct lVlanagcr

ama

tivc officcr
Walter Nduta

t

Project Accountant

ICPAK Mcmbcr No:23665
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I Note 2022-2023 2021-2022
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I
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Ilurul ElaclriJictrtiott ltt l"irc Rcgiorts l'rojact
Attnuol Report ond Finonciol Stolemenls for the finunciol 1'eor ended June 30, 2023

9. Statcmcnt of Cash flou' l-or thc Ye:rr Endccl 30tr' .Iune 2023

Description

Notc 2022-2023 2021-2022

IGhs KShs

CASHFLO}VS FROM O PERATING ACTTVITIS

Rcccirrts

l'rans ler from Goverrunent entities I 49.956.967 l5 I .156.213

Proceeds from donrcstic and foreigr sranb 2

Miscel laneous recei pts 4

TotalRcceipts

Payments

Conlpensation of employees 5

Purchase ofeoods and services 6

Social security benefis 7

Transfers to other soverrunent entities 9

Other prants and transfers l0

Total Payments

Adiustments during the year

Prior year adiutncnts l5

Decrease/ (increase) in accounts receivablcs l6

Increase/(decrease) in accouds oavable t7

Nct cash florv from oDeratine activitics 49,956,967 151,156,213

CASHFLO}V FROM INYESTING ACTIVITMS

Acquisi tion olnon-fi nancial assets 8 ( r.022.602.i98) (935.490.440)

Net cash florvs from Investing Activities 0.022.602J98) (935.490.440)

CASHFLOW FROM FINANCING ACTMTTBS

Proceeds lrom foreigr borrowirrgs J 972.645.431 784.334.227

Net cash florv fmm financing activitics 972,645,431 784,334,227

NET INCREASI IN CASTI.\ND C;\SH EQUNALINT 0

Cash and cash equivalent at bcginning of the Ycar il

Cash and cash cquivalcnt at end ofthc Ycar ll 0

4
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Rural Electrification In Five Regiotrs Project
Attnual and Financial Stotementsfor thelittancialyear ended June 30,2023

11. Significant Accounting Policies

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

out below:

a) Statemcnt of compliancc and basis of preparation

The financial statements have been prepared in accordance with Cash-basis IPSAS

reporting under the cash basis of accounting, as prescribed by the PSASB and set out in

accounting policy note below. This cash basis of accounting has been supplemented

accounting for; a) receiyables that include imprests and salary advances and b) payables

include deposits and retentions. The financial statements comply with and conform to the form

presentation prescribed by the PSASB.

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

b) Reporting entity

The financial statements are for the Rural Electrification in five regions Project under the National

Government of Kenya. The financial statements are for the reporting entity Project Rural

Electrification in five regions as required by Section 8l of the PFM Act,20l2

c) Reporting currency

The financial statements are presented in Kenya Shiltings (Kshs), which is the functional and

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

d) Rccognition of receipts

The Project recognises all receipts from the various sources when the event occurs, and the related

cash has actually been received.

i) Transfers from the Exchequer

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

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

entity.

8
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ccounting Policies (Continued)

I Assistance

is monies received through grants and loans from multilateral and bilateral

receipts

Appropriation-in-Aid and relates to receipts such as proceeds from disposalof assejs

tender documents. These are recognized in the financial statements at the time

is received.

ations and grants

shall be recognized in the books of accounts when cash is received. Cash is

received when a payment advice is receivcd by the recipient entity or by the

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

determination of the value. The date of the transaction is the value date indicated

advice.

from borrorving

ncludes extemal loans acquired by the Project or any other debt the Project may take

treated on cash basis and recognized as a receipt during the year they were received

rawn cxternal assistancc

and grants at reporting date as specified in a binding agreement and relate to

the Project currently undcr devclopmcnt wherc conditions have been satisfied or tlieir

isfaction is highly Iikely and tlre project is anticipated to continue to completion. An

the Project's undrawn external assistance is shown in the funding sumlrlaryt

of paymcnts

recognises all payments when the event occurs, and the related cash has actually been

the Project.
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Rural Electrification ln Five Regions Project
Annual and Financial Statements year ended June 30,2023

Significant Accounting Policies (Continued)

i) Compensation to employees

Salaries and Wages, Allowances, Statutory Contribution for employees are recognized in

period when the compensation is paid.

iD . Use ofgoods and services

Goods and services are recognized as payments in the period when the goodVservices

consumed and paid for. If not paid for during the period wherc goods/services are consumed

shall be disclosed as pending bills.

iii) fnterest on borrowing

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

and paid for.

iv) Repayment of borrowing (principal amount)

The repayment of principal amount of borrowing is recognized as payment in the period in

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

statements.

v) Adquisition of fixed assetS

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

respectively. Where an asset is acquired in a non-exchange transaction for nil or nominal

consideration and the fair value of the asset can be reliably established, a contra transaction is

recorded as receipt and as a payment.

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

f) In-kind donations

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

services rather than in money or cash terms. These donations may include vehicles, equipment or

personnel services. Where the financial value received for in-kind contributions can be reliably

determined, the Project includes such value in the statement of receipts and

Significant Accounting Policies (Continued
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as receipts and as payments in equal and opposite amounts; otherwise, the

s not rccorded.

and cash cquivalents

h equivalent5 comprise cash on hand and cash at bank, short-temr deposits on call

uid investments with an original maturity of three months or less, which are readily

known amounts of calh and are subject to insignificant risk of changes in value.

balances include amounts held at the Central Bank of Kcnya and at various

at the end of the financial year. For the purposes of these financial statements,

equivalents also include short term cash imprests and advances to authorised public

r institutions which were not surrendered or accounted for at the end of the financial

tion on cash

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

ve months after the reporting period. This cash is limited for direct use as required

Amounts maintained in deposit bank accounts are restricted for use in refunding

part

and Advances

of these financialstatements, imprests and advances to authorised public officers

mstl which were not surrendered or accounted for at the end of thc financial year is

as ivables. This is in recognition of the government practice where the imprest

recognized as payments ivhen fully accounted ibr by the imprest or AIE holders.

ls an hancement to the cash accounting policy. Other accounts receivables are disclosed in

statelneuts.
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Rural ElectriJication ltt Five Regions Project
Annual and Financial Statements the yeor ended fune 30,2023

Significant Accounting Policies (Continucd)

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

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

the control of the entity; or

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

i. It is not probable that an outflow of resources benefits

service potential will be
.r..rlr
The amount of the obligation

.: r..' i-,:1. . ./.$i ---. 1.,

11. reliability

Some of contingent liabilities may arise from: litigation in progress,guarantees, and

Letters of comfort/ support, insurance, Public Private Partnerships,

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

the notes to the financial statements unless the possibility of an outflow of resources em

economic benefits or service potential is remote.

Annex 6 of this financial statement is a register of the contingent liabilities in the year.

k) Contingent Assets

The Entity does not recognize a contingent asset, but discloses details of a possible asset whose

existence is contingent on the occurrence or non-occurence of one or more uncertain future events

not wholly within the control of the Entity in the notes to the financial statements. Contingent

assets are assessed continually to ensure that developments are appropriately reflected in the

financial statements. If it has become virtually certain that an inflow of economic benefits or

service potential will arise and the asset's value can be measured reliably, the asset and the related

revenue are recognized in the financial statements of the period in which the change occurs.

l) 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 bitls do not involve the payment of

cash in the reporting period, they recorded as 'memorandum' or 'off-balance' when the pending

t2
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y settled, such payments are included in the stateurent of reccipts and payments in

h the payrnents are made

developed on .a comparable accounting basis (cash basis). the same accounts

basis (except fbr accounts receivable -- outstanding imprest and clearance accounts

payable - deposits, which are iccounted ior on an accrual basis), and for the same

financial statements. The Project's budget was approved as required by Law and

Regulations, as well as by the participating development partners, as detailed in

of Kenya Budget Printed Estimates for the year. The Development Projects are

under the MDAs but receive budgeted funds as transfers and account for them

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

A high-level assessment of the Project's actual performance against the comparable

financial yearlperiod under review has been included in au annex to these financial

party paymcnts

receipts and payments, are payments made on its behalf by to third parties in form

These payments do not constitute cash receipts and payment and are disclosed

nt to third parties' column in the statement of receipts and payments.

ratc diffcrences

records are maintained in the functional currency of the primary economic

in which thc Projcct operates, Kenya Shillings. Transactions in tbreign currencies

d are converted into the lunctional currency using the exchange rates

the dates of the transactions. Any tbreign exchange gains and losses resulting trom

ol'such transactions and fiom the translation at year-end exchangc ratcs of monetary

lities denon,inated in foreign currencies are recognised in the statements of receipts
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Rurol Electrification In Five Regions Project
Annual and Financial Statements the ended June 30,2023

Significant accounting policies (continued)

p) Comparative figures

Where necessary comparative figures for the previous financial year/period have been amended

reconfigured to conform to the required changes in financial statement presentation.

q) Subsequent events

There have betxr.no events subsequent to"the:financial yearipeilddthd':wittr a significant

on the financial statements for the year ended June 30, 2023.

r) Prior period adjustments

Prior period adjustments relate to errors and other adjustments noted arising from previous

Explanations and details of these prior period adjustments are presented in note 15 of
financial statements
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I
iott itt i'-ivc Regiotts Project

un d Fitt o rtcia I S tar entents the ancitl ended June 30,2023

Financial Statemcnts

fers from Government entities

counterpart funding and other receipts fiom govemment as follows

from government enlities" is not lhe counterpart funding which is the

's share of contributiotr towards lhe implententation of the project as mtndated by

Agreement.)

t2.

-!l.iq: ;1,

<i..;*t

to

T

Kshs KshsKshs

funding through Ministry of Energy

funds Quarter I

funds Quarter 2

funds Quarter 3

Suntema
t funds Quarter 4

{tu 1s.. Annex 3)

fiher tran rfers from governmenl enti ties

Finance
49.9s6.967 r51.156.213 4l1.378.28sinistry o*

fpproptiu ions-in-Aid

fotar 49.956,967 151,156,213 411.378,285
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Bar f"oun,,
( ,lote I LA)

Cas ilrrana CN rte l1.B)

Cas
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(short-term deposits) (Note 1t.C)

Tot I I

1.4

rojr

hpI

ank A,c

Acc

does r

For Curren cv Accounts

rrency Balancesfot, rergn cu

[.nn tt ?rennv Accounts

fotr cal curr :ncy balanceS

fotr I rnk acco unt balances

ln lrive Regions Project
Finoncial Statemenls the

Statements (Continucd)

Cash equivalents

nts

operate a bank account

ended June 30,2023
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I,l

Rural ElectriJication In Five Regions Projcct
Artnual R and Financial Stutentenls for the encled June 30, 2023

Notcs to thc Financial Statcmcnts (Continucd)

Special Dcposit Accounts

Tlrc Project did not operate a special deposit accouttt as ot 3(/, June 2023.

The balanccs in the Project's Special Deposit Account(s) as at 30th June 2023 are not included
Statement of Financial Assets since they are below the line items and are yet to be drawn
Exchequer Account as a voted provision.

Below is the Special Deposit Account (SDA) movement schedule which shows the flow of
were voted in the year. These funds have been reported as loans/grants received in the year
Statement of Receipts and Payments.

Snecial Deposit Accounts Movement Schedule

(The Speciul Deposit Account(.;) reconcilialion slalenrcnt(s) hu.s (huve) been attachcd ets

support tltese closing balance.

(i) A/C Name [A/c No......1 mi
Opening balance ilt
Total amount deposited in the account m
Total amount withdrawn (as per Statement of Receipts &
Payments)
Closing balance (as per SDA bank account reconciliation
attacheA ffii
(i0 A./c Name [A/c No......1

Opening balance (as per the SDA reconciliation)

Totalamount deposited in the account ffit
Total amount withdrawn (as per Statement of Receipts &
Payments) mi
Closing balance (as per SDA bank account rcconciliation
attached) ffii

26
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itr i;ive iiegnns Project
Finonciol Slatenrcnts the ended June 30, 2023

Statcnrents (Continued)

(short-term deposits)

Advances

n hand

Fin

ll'"'l'l
balancesll,.,${,,, t 

"o.

[.ff',,.",.

,( Banknya rmercial

:2-Op ve Bank of Kenya

S1lers ,cify)

slal c equival nts

UI 'ests anc

fern and AdvancesI ,f,,,n,,,,

{
lryr oln".,

,f al I

I
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I
.lRurd ElcctriJ'lcotion In Five Regiorts Project

Annual R ond Fin oncial Statements the

Notes to the Financial Statements (Continued)

l2A: Breakdorvn of Imprests and Advances

13. Deposits and Retention Monies

ancial enrled June 30, 2023

Offrcer I
ffil

Officer 2
ffil

Programme I
ffit

Total

Retention

Deposits

Total

Ageing analysis Current FY Total

t/" of
the

Current FY fll,
)f

Under one Year - ffili
l-2 years - |ilfl
2-3 yearc -ffiil. I

Over 3 years 1fril

Total tllitl

rli

28
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1

in Five R.egions Project
tnd Fitttrttcial Statenrcnts.for the

inancial Statements (Continued)

ce Brought Fonvard

ended June 30, 2023

to the

Fund

ln

equl (short term deposits)

and advances

l
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Artttuol
Ilural ElectriJicution Itt Five Rcgions I'roject

ort snd Financial Stateme,rts thefinancial ),eo, ended June 30,2023

Notcs to the Financial Statcmcnts (Continued)

15. Prior Year adjustment

16. Changcs in Imprest and Advances

17. Changes in Accounts Deposits and Retcntion

Bank account Balances

Cash in hand
l$l

Accounts Payables
iilt

Receivables
lfit

Others (spec{y)
ffil

Total
ffi

Opening Receivables as at lst July 2022

Closing account receivables as at 3Oth June 2023

Change in lmprest and Advances

Deposit and Retentions as at lst July 2022 ffiil

Closing accounts payables as at 30tl'June 2023 ffiil

Change in deposit and retention
mfit

30

,i

ri,
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