
REPUBLIC OF KENYA

OFFICE OF THE AU

Enhancing A

REPO

ERAL

'r', Fi,l,l/-'l i,,'i iil.j-i'
I--'eF.r\/r-'.;i' Ir-ll,i\ I/1

I. I i] P"A RY o

THE AUDITOR.GENERAL

ON

NATIONAL URBAN TRANSPORT
IMPROVEMENT PROJBCT CREDIT

NO.5140 KE (MOT COMPONENT)

FORTHE YEARENDED
30 JUNE,202L

i

STATE DEPARTMENT FOR TRANSPORT



L

I
,

UI l'HE AUDITOR GENENiII
tox 30084 - 00100, NAIROBI

r!.rrr:TSTR\'

1 5 NCV 2021

ITK,UHIVED

NATIONAL URBAN TRANSPORT IMPROVEMENT PROJECT

STATE DEPARTMENT OF TRANSPORT

PROJECT GRANT/CREDIT NUMBER. 5140'KE

ANNUAL REPORT AND FINANCIAL STATEMENTS

FOR THE FINANCIAL YEAR ENDED
JUNE 30,2021

Prepared in accordance with the Cash Basis of Accounting Method under the International

Public Sector Accounting Standards $PSAS)



t,

National(JrbanTransportlntprovementProject
Reports and Flnanciul Statements

For the.financial year ended June 30,2021

PAGE
CONTENTS

1.PRoJECTINFoRMA,IIoNANDoVERALLPERFORMANCE........................................ll

2 STATEMENT OF PERFORMANCE AGAINST PROJECTS' PREDETERMINED OBJECTIVES""""""'VI

3. CORPORATE SOCIAL RESPONSIBILITY S'|ATEMENT/SUSTAINABILITY REPORTING""""""""""""""VIII

4. STATEMENT OF PROJECT MANAGEMENT RESPONSIBILITIES""'' '""""""".........IX

5. REpoRT oF THE INDEPENDENT AuDIToRs oN TI'IENUTRIP PRoJEcr """""""'x

6. STATEMENT OF RECEIPTS AND PAYMENTS FOR'TFIEPERIOD ENDED 3OTH JUNE 2O2I """""""""'"""1

1. STATEMENT OF FINANCIAL ASSETS AS AT 3O'II{ JUNE 2021 ".............2

8. STATEMENT OF CASHFLOW FOR THE PERIOD 3O'rH JLINE 2021 """""' """'"".......3

9. STATEMENT OF COMPAITATIVE BUDCET AND ACTUAL AMOUNTS""""""'' """""""""""".'4

10. SIGNIFICANT ACCOLINTING POLICIES" 
............1

11. NOTETOTHEFNANCIALSTATEMENTS' 
...........II

12 PROGRESS ON FOLLOW UP OF PRIOR YEAR AUDITOIT'S RECOMMENDATIONS """"""""'17



l/

National lJrban Transport Improvement Proi ect

Reports and Financial Statements

For the ended June 2021

Name: The project's official name is National urban Transport Improvement Projoct o'luTRIP)

objective: The key objective of the project is to improve the efficiency of road transport along

the northern corridor und to improve ,rr.'i*iiu,i""ui ,upuri,aunJ urruniements in the urban sub-

1. PROJECT INFORMATION AND OVERALL PERFORMANCE

1.1 Name and registered office

sector.

Address: The Project headquarters offices are Nairobi City, Nairobi County' I(enya'

The address of its registered office is:

NUTRIP Project

MinistrY of TransPort

Transcom House

P.O. Box 40020-00200

Nairobi

Contacts: The following are the project contacts

Telephone: (25 4) 27 29200

E-mail : Ps@transPort' go'ke

Website: www.go'ke

1.2 Project Information

1.3 Project Overview

20123rd A

3l st December 2018

W au

ect End Date:

Start Date:

Mr
ORLD BANKAssociationInternationalect

The project is under the supervision of the Ministry of Transport and

Infrastructure..
Line Ministry/State
Department of the

5140-lGnumberP

The strategic goals of the project are as follows:
(i) To reduce road fatality, training and capacity building of staff in

transPort sector,

Strategic goals of the
project
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systeultransPorturbanharmonizedahaveTo

The Project management aims to achieve the goals through the following

ndertaking(i')

entionsmeans intervroad safetYvariousoflementationImpr)( systcmtransPorturbanvariousonconsultancYU

Achievement
strategic goals

of

project was formed

(i) InrPlernentatlon

areas11ow lngfothelninterveneto
The interventions'safetYroadariousvof

systemtransPorturbanvariousonItancyconsuUndertaking(i )

Current sittration that

the Project was

formed to intervene

1'he

8120st13onendedand2120rd
Jon

1..4 Banhers

The following are the bankers for the current year:

(i) Local Project account

EquitY Bank
Centre Branch

i.O go* 75104-00200

Nairobi,I(enYa

(ii) SPecial dePosit account

EJrn*"t"iul Bank of Africa

1.5 Auditors

Office of the Auditor General

lrtitorru'Y Towers' UniversitY WaY

P.O. Box 30084
GPO 00100

Nairobi,I(enYa

lll



National Utban Ttansport Improvement Proiecl

Reports and Financial Statements

For the

1.6 Roles and ResPonsibilities

1.7 Funding summary

Below is the funding summary:

A. SourceofFunds

ended lune 30,2021

The project is for duration of six years from 2012 to 2018 with an approved budget of us$ 15'9

.q"i"riJ"rto I(shs t S gittion ut higt'lighted in the table below:

ualificationTitleNames Team leaderifiedisteconomD .Chiefw au CoordinatorifiedEconomistPaul Pro eot Aocountant
AcoountantTobias Olambo

bala4pe
r'i ,

tir ,Undrawn
date

Amount received to

June,

date

Donor ConemitrnentSou'rce of
firnds

KShs(uKShsUSD
(A'(A

LOAN SUMMARY
,)t)

216,750,5194,736,144935,649,4879,263,856
0

1,152,400,00
13,4.00,000IDA WORLD

BANI(
Counter Part funds

239,055,6312,407,062108,544,3691,092,938347,600,0003,500,000GOVERNMEN
T OF KENYA

455,806,1506,54312061,044,193,85010,356,7941,50orooo,ooo16,900,000Total Funding
Sum

lv



Nstional Urban TransP ort ImProvewent Proi ect

Stutements
Repotts and Financial

ended June 30, 2021
For the

B.
Unutilized
brhnce to date

u,ne 2021))(306 J

Cunulative
Amoun't Pa'i{
to date(30"'
June 2021)

Amount recelved

date(30uJune 2021)

to
Appllcotlon
of fumdr

s&sUSDI(sItsKs'ItsUSD

A')-@)-(E)(B',)(A',)(A)

Loan
0

935,649,481935,649,4819,263,856.00IDA WORLD
BAI.{K

CounterPart
funds 00

108,544,369108,544,3691,092,938
00

Govcrnme
nt

n 0,35 61194
Total

\

lf,"Tilj51":u,""H?l',,1J,.t:"J,ff1Hlfi1:?review. 
'rhe outstanding account barances wera

it*steti"d to the National Treasury'

1.9 Surnn'lary of Fnoject Conrpliance:

The program t u. .nffi;#;iili, acrivities carried out are within the taws of the Republio of

I(enya and that 
'' '#'"ttt"l""a 

pto""a"res have been followed'

V



NationallJrbanTransportlmprovementProject
and Financial StalementsReports

For the ended lune 30,2021

2 SIAIEMENT OF PERFORMANCE AGAINST PROJECIS' PREDETERMINED OBJECTIVES

2.1 Introduction

2.2 Objectives

Section 81 (2) (f) of the Public Finance Management .Act' 2012 requires that' at the end of each

financial year, the Accounting orrr."r.*itn-pi=pu'ing financial staternents of each National

Government entity it;;;;;;;.e with the standara' 'nJ 
formats prescribed by the Publio Sector

Accounting Standards goara includes a- statement of the national govemment entity's

p.if.*"*e again st predeterrn ined obj ectives'

.\
Thekeydevelopmentobjectivesoftheproject,s20li2-201l8plansareto:

(a)Toimprove the efficiency of road transport 
'"i? -ln-t-llertorthern 

corridor' ';

(b) To improve tt " 
inriiiuiional capacity and arrangements in the urban transport sub sector'

(o) To promote th" p;i;;; r""ro, p.rtiripution in ait oporation, financing and management of

transport systems.

2.3 Progress on attainment of Strategic development objectives

For purposes of irnplementing and cascading the above develoPment objectives to sPecific

sectors, all the development obj ectives were made sPecific, measurable, achievable, realistic and

time-bound (SMART) and converted into develoPment outcomes Attendant indicators were

identified for rsasons of traoking Progress and performance measurement: Below we Provide the

son the stated o ectives
PerformanceIndicatorOutcome
Road safetY

Kenya has

substantiallY
improved. The

number of road

crashes along
the Northern
Corridor (JICA

- Rironi
section) has

decreased bY

30Yo and22o/o

in 2016 and

2017,
respectivelY
exceeding the

m

r5%

Reduction in

average travel
time, vehicle
operating costs

and nurnber of
road crashes from
Junction Jomo
I(enyatta
International
Airport.

Improved
efficiencY of road

transPort along

the No(hern
Corridor

To itnprove the

efficiency of road

transport along

the northan

corridor

National
urban
Transport
improvement
Project

vl



National Urban Transport Improvement Proi ect

Flnancial StatementsRepoils and
ded June 30, 2021enFor the

NTSA and

NAMATA
established and

operationalizcd

Nairobi
MetroPolitan
TransPort
AuthoritY
established and

t'unctional,
National Road

TransPort and

SafetY AuthoritY
established and

functional and

Urban Public
transPort rules and

regulations
develoPment and

ln use,

institutional
capacitY and

arrangements

the urban

transPort
subsector

l11

To imProve
institutional
capacitY and

arrangeurents m

the urban
transPort sub

seotor"

the

Project
terminaEd Pre-

maturelY.

Not achieved.

Transit corridor
for thr Public
Private PrtnershiPs

(PPP), one

commuter rail line

for PPP.

Offer Bus Rapid

sector
partioiPation in

the oPeration,

ftnancing, and

management of
transPort sYstems

Enhanced private
To Promote
orivate secotor
particiPation in

the oPeration,

financing and

managetnent of
transPort
systotns.

the

n

\

vlt



National Urban Transport Improvement Proiect

Reports and Financial Statements

For the financial year ended lune 30,2021

3. CORPORATE SOCIAL RESPONSIBILITY STATEMENT/SUSTAINABILITY

REPORTING

Below is a brief highlight of our achievetnents in each pillar

1. Sustainability strategy and profile -

None

2, Environmental Performance
The rehabiltation ""J;{;;;ion 

of existing roads within the existing right way which did not

traverse the natural habitats'

Overall environmental Safeguards Performance of the NUTzuP was moderately satisfaotory

while the Environment Risk-Rating was .onria.r.a substantial because of the construction works

and implementation nd *onito.infof the occupational health and safety action plan'

3. EmPloYee welfare

capacity building of staff to carry out its responsibilities, including on monitoring and evaluation

ofthe project.

Building the capacity of the newly established National construction Authority'

iruinin! of staff both individual and group training'

Skilk ulgrade through workshops and seminars'

4. Market Place Practices

a) Responsible Competition P.ractice

competitive praoticos are ensured thr";;; competitive bidding, parity in supplier selection' and

application of pr.t"r"n.es for special g,'"*p" *i',," applicabl{ i'e' Youth' Women and Persons

with disabilities.
b) Responsible Supply chain and supplier relations

The organisation maintains good brtir;;t;i;trcegby adhering to the t:t 1tJ 
and regulations' i'e'

The public procurement aniAsset Disposal Act 2015 And Regulations 2020

c)Responsiblenranl<etingandadvertisement-outlineeffortstomaintainethical
marketing Practices

Efforts under this are maintained through Pre qualifications and continuous update of suppliers'

profiles by the organisation-. Market trends are updated annually through market indexes

published ty pto.rrt*ent bodies e'g' PPRA and I(ISM'

d) Product stewardship- outline efforts to safeguard consumer rights and interests

Provision of proper specifications for Goods, Works a-nd Services' and adhering to them'

Engaging the sta;;;ry bodies charged with overseeing quality e.g. I(EBS.

Carrying out due ;ii;.;.; whenev-er in doubt, especially before award of contracts'

5. CommunitY Engagements

None

vlll
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N atio n al lJrb an T r an sp o r t tr mp r o,u e wont P r oi ect

' iii'ii' oo o''? 1* .!i 
t|,iiif 

i -!
Fir the linancial Ye

,,$,,:Iffi tffi ffi ?rJB?Jiffi ilqif'li'H,H:ffi1;;";.,:i.h:1'f,#;ffi
i,";*, 1d':':::1[iJ;:i*:J*[il:"#;']":ti.i,, or tt.'i,oi"iii'.1'a ilat 

the end or tho

whioh give a *u",11":'l,l;"'q,i. 
zozr. 'ftris responsibilitv tn-"lllli;^"i"'"ri".tine 

ihroughout
financiar yru, "norJoi'iun" 

,0, ,ori]''ini, ,".p"rriuiritv i""i'aes: (i) maintaining adequate

tinun,iorp*.q:{;11,il,fi }?:}',",11##}dilil"}ffi lflluilil:jt]j#ffi "]ii
the rePorting Perlc

accuracy at a'y ,1,1i."ri,.'i*."",r, pJ.tit;r";i ,tre rlojecu (iii) designr"t' r'i''";;ri;'irr.i*i"r

m*:u';$[ifrf,.*-t'Sq$$,tiir': ]fhi,;,''ffi
**,,!',, rfiru:l'::o*i,,i"ilil''e""'*''i'1ng 

istirnates that are r(

;. ffi]i'r.*o"r, state Deparrmenr for Transporr and the Project coordinator forNurRIP

oroiect accept ,"r'"#iuiiJv r"l rl"-P*i..',;'iin'n"iut uu'"n"ni' *jiitr' rt*t !:"'nlttpared 
on tho

,Curf, 
gasis rvf"tfroO oiEinun"iut n p"11rr,'ffi;;;;;O'i*" "*""^iing 

poticies in accordanco

with Internatio"ur 
p"iii" i"ti"t Acoounting Standards'

The principal secretary state Dep_art,rent for Transport and the projeot coordinator for NUTRIP

;,"r..i"ri:ltl.^",,J# jlll'I:#ffi *lT*fir:,,:ffi 
;,';,:""txx,1u:?1':';[:ff'

of Project's tfl"u"'lo,'l'#, 
ffi;:'ir-," p'in"ipol secretarv s'1': 

':l::T:::":"J or ,n" aocoununs
fina,cial position u, ut1nu, o*:Jn:-1,ffi;;ru;"v t'*'"'"n1,t* r"1 rransport and the

"i:ffi::"#['ilHii:;}H,:}T,$ffi*;*:11;Tl"Hih":1fly;Hil;;ott''Projec'l
frnanciat staternents a's *.if "rit.;0.0.,;:;;'r*il;; 

oi'inttt'.,ut financial control'

The prinoipal seoretary State Deparrment tbr Tra'sport and the project coordinator for NUTRIP

project confirm ,Ir;;;il. Froject ir* J;i;O tutty'witn applicable Goverutnent Regulations and

the terms of exrernar financing :q"J;i;,"r"0 
,t.i ir"r;rl"f*j; **i'"4 during the financial

year/period.rr.,0", u.iiii*"r= "*.r 
t ,,rr" "i'r'ole 

purposes ior which they were intended and wero

ptoPtttY accounted for'

Approval of the Fnoject finuaurcial statements

TheProjectfinancialstatemetrtsWereappl.ov:ll*h"|.rincipalsecretaryStateDepartmentfor
Transport una trc project coordinatl, iJr Nurmp p*ilt;i;oilottoutt 2021 and signed by

them.

,,".9., ,,:)i,:ii

PrinciPal SecretarY

Name: Dr. Eng' Jo

tor
1'OP

sepl, Njoroge, CIIS Name: Paul l(ingori

Project
Name: P Ikranja

lx

ICPAI(MemberNo:'; 'r
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REPUBLIC OF KENYA

OFFICE OF THE AUDITOR.GENERAL

E n han c in g Ac c ount a bi lity

HEADqUARTERS
Anniversary Towers

Monrovia Street
P.O. Box 3oo84-ooroo

NAIROBI

A

REPORT OF THE AUDITOR.GENERAL ON NATIONAL URBAN TRANSPORT
TMPROVEMENT PROJECT CREDTT NO.5140 KE (MOT COMPONENT) FOR THE
YEAR ENDED 30 JUNE, 2021 - STATE DEPARTMENT FOR TRANSPORT

I draw your attention to the contents of my report which is in three parts

Report on the Financial Statements that considers whether the financial statements
are fairly presented in accordance with the applicable financial reporting framework,
accounting standards and the relevant Iaws and regulations that have a direct effect
on the financial statements.

B. Report on Lavvfulness and Effectiveness in Use of Public Resources which
considers compliance with applicable laws, regulations, policies, gazetted notlces,
circulars, guidelines and manuals and whether public resources are applied in a
prudent, efficient, economic, transparent and accountable manner to ensure
government achieves value for money and that such funds are applied for intended
purpose.

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

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

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

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of National Urban Transport
lmprovement Project (SDT) IDA Loan No. Credit No.5140 set out on pages 1 to 17, which
comprise the statement of financial assets as at 30 June, 2021, and the statement of

Report of the Auditor-General on National Urban Transport Improvement Project Credit No.5l40 KE (MOT
Component) for the year ended 30 June, 202 I - State Department For Transport



receipts and payments, statement of cash flows and statement of comparative of budget
and actual amounts for the year then ended, and a summary of significant accounting
policies and other explanatory information in accordance with 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, except for the effects of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of the National Urban Transport lmprovement Project
(SDT) IDA Loan No. Credit No.5140 as at 30 June, 2021, 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 Financing Agreement Credit
No.5140-KE between the Republic of Kenya and International Development Association
dated 26 December, 2012.

ln addition, the special accounts statement presents fairly the special account
transactions and closing balance has been reconciled with the books of account.

Basis for Qualified Opinion

1. Un-Utilization of Donor Grant

As disclosed in the project information under Note 1.7 funding summary, IDA had
committed an amount of Kshs.1 ,152,400,000 for utilization under the project but as at the
close of the project only Kshs.935,649,481 was utilized resulting to an undrawn amount
of Kshs.216,750,519. lnformation provided for audit review reflects USD.207,468,633 as
amount cancelled as of 21 December, 2018 due to poor performance of the project.
However, no reconciliation between the amount cancelled and undrawn amounts
reflected in the financial statements was provided for audit review.

ln the circumstances, the accuracy and validity of the donor grant received of
Kshs.935,649,481 disbursed as at 30 June, 2021 could not be ascertained.

2. Unreconciled Donor Amount

The project information and overall performance under Note 1.7 funding summary,
reflects amount received to-date of US Dollars.9,263,856 while the specialaccount report
of National Urban Transport lmprovement Project (SDT) IDA Loan No. Credit No.5140-
KE DA-C for the year ended 30 June, 2021 reflects amount advanced by IDA to the
project amounting to USD.2,240,354 as at 30 June, 2021. Although USD.9,263,856
reflected as donor commitment in the financial statement was explained as cumulative
disbursements to the various authorities under the State Departments (Kenya Civil
Aviation, Kenya Railway Corporation and Kenya Airports Authority) the reason for
capturing grants relating to other entities was not provided and the variance of
USD.7,023,502 was similarly not reconciled or supported. ln addition, the financial
statements did not include the projects special accounts reconciliation statements as per
the financial reporting template prescribed by the Public Sector Accounting Standards
Board (PSASB).

Report of the Auditor-General on National Urban Transport Improvement Project Credit No.5l40 KE (MOT
Component) for the year ended 30 June, 202 I - Stqte Department For Transport
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ln the circumstances, the actual grant advanced has been misstated

3. Lack of Updated Fixed Assets Register

Annex 2 to the financial statements contains a summary of fixed asset register for the
Project with a balance of Kshs.406,811,939. lncluded in this balance are office
equipment, furniture and fittings and vehicles and other transport equipment worth
Kshs.70,207,070 and Kshs.145,276,985 respectively. However, the physical assets
register provided for audit review reflected assets totalling Kshs.23,608,500 resulting to
a balance of Kshs.383,203,439 unaccounted assets.

ln the circumstances, acquisition of non-financial assets cumulative balance of
Kshs.406,811,939 reflected in the statement of receipts and payments could not be
confirmed.

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

Key Audit Matters

Key audit matters are those matters that, in my professional judgment, are of most
significance in the audit of the financial statements. I have determined that there are no
key audit matters in the year under review.

Other Mafter

Project Closure Report

The Project Information and Funding Summary reflected at Note 1.2 and Note 1.7
respectively indicates that the project's duration was six years from 3 August, 2012 to
31 December,2018. However, Management did not provide completion certificates,
hand-over minutes and the project completion report for audit review. ln the absence of
these reports and minutes, it is not possible to ascertain whether the project activities
came to a close and the existence and ownership of the assets acquired underthe project.

REPORT ON LAWFULNESS AND EFFECTIVENESS !N USE OF PUBLIC
RESOURCES

Conclusion

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

Report of the Auditor-General on National Urban Transport Improvement Project Credit No.5l40 KE (MOT
Component) for the year ended 30 June, 202 I - Stale Deparlment For Transport
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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. ! 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 internalcontrols, risk management and overallgovernance 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. ! believe that the audit evidence ! have
obtained is sufficient and appropriate to provide a basis for my conclusion.

Responsibilities of Management and those Gharged 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 materia!
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 liquidate 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 Project's
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.

Report of the Auditor-General on National Urban Transport Improvement Project Credit No.Sl40 KE (MOT
Component) for the year ended 30 June, 202 I - State Departmenl For Transport
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Those charged with governance are responsible for overseeing the Project's financial
reporting process, reviewing the effectiveness of how the entity monitors compliance with
relevant legislative and regulatory requirements, ensuring that effective processes and
systems are in place to address key roles and responsibilities in relation to governance
and risk management, and ensuring the adequacy and effectiveness of the control
environment.

Auditor-General's Responsibilities for the Audit

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

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

Further, in planning and performing the audit of the financial statements and audit of
compliance, I consider internal control in order to give an assurance on the effectiveness
of internal controls, risk management and overall governance processes and systems in
accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 2015 and submit

the audit report in compliance with Article 229(7) of the Constitution. My consideration of
the internal control would not necessarily disclose all matters in the internal control that
might be material weaknesses under the lSSAls. A material weakness is a condition in
which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements caused by error or fraud in
amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions.

Because of its inherent limitations, internal control may not prevent or detect
misstatements and instances of non-compliance. Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with the
policies and procedures may deteriorate.

Report of the Auditor-General on National Urban Transport Improvement Project Credil No.5l40 KE (MOT
Component) for the year ended 30 June, 202 I - State Department For Transport
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As part of an audit conducted in accordance with lSSAls, ! exercise professional
judgement and maintain professional skepticism throughout the audit. I also:

o ldentify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide a
basis for my opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control.

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

. Conclude on the appropriateness of the Management's use of the 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 Projects ability
to continue to sustain its services. lf ! 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 Project's financia!
statements, including the disclosures, and whether the financial statements represent
the underlying transactions and events in a manner that achieves fair presentation.

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

. 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.

CPA CBS
AUDITOR-GENERAL

Nairobi

30 November,2021

Report of the Auditor-General on National Urbon Transport Improvement Project Credit No.Sl40 KE (MOT
Component) for the year ended 30 June, 202 I - State Department For Transport
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' Nutional Urban Transport Improvement Proiect
Reports and Financial Statements
For the.financial year ended lune 30, 2021

10. SIGNIFICANT ACCOUNTING POLICIES

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

out below:

10. lBasis of Preparation

10.2Statement of compliance and basis of preparation

The financial statements have been prepared in accordance with Cash-basis IPSAS financial
reporting under the cash basis of Accounting, as prescribed by the PSASB and set out in the

accounting policy note below. This cash basis of accounting has been supplemented with
aocounting for; a) receivables that include imprests and salary advances and b) payables that
include deposits and retentions.
The financial statements comply with and conform to the form of presentation presuibed by the

PSASB.

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

10.3 Reporting entity

The financial statements are for the Project - under National Government of I(enya. The financial
statements encompass the reporting entity as specified in the relevant legislation PFM Act2012 .

I 0.3.1 Reporting curency
The financial statements are presented in I(enya Shillings (I$hs), which is the functional and

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

10.4 Significant Accounting Policies
a)Recognition of receipts

The Project recognises all receipts fronr the various sources when the event ocours, and the
related cash has actually been received by the Government.

o Transfers from the Exchequer
Transfer from Exchequer is to be recognized 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.

o External Assistance
External assistance is received through grants and loans from multilateral and bilateral
development partners.

5



Natlonul arban TransP ort ImP r ov ement Pr oi ect

RePofis anil Financial Sfutements
ended .Iune 30, 2021

For the

SIGNIFICANT ACCOUNTING POLICIES (Continued)

,ffi,hallberecognizeclinthebooksofaccountswhencashis^received.

cash is considered u. ,...iruo wren a y"r*.r- .aviry 11 
'..-.i,uo 

by the recipient entrty

or by the u"n"nriulv.^il;"ig**io?r"ri"n-in 
iiina, s,,"h grants utll:oo.ttd upon

receipt of the *r*.,i,i*^,rd ;d.r ,rr.r"r*.i* ;i;ht '"urut' r"nt clate of the transaction

is the value aate rndi-cJea on tie paynrent advice'

,*ffiu,yhIl,I.^asurybonds,corporatebonds,sovoreignbondsand

external roun, u.q,lir.a uv tire projeot Hffi;,+;l;"b: th: it"it"' maY take'3n will be

treated on oash b.i. ;;.,ii.rog,rir.a * . ,"iipitiuiing the year ihty *ttt received'

(J n dt aw n ext er n al as s ist an ce

TheseareloansandgrantsatreportingdateasspecifiedjnabindingagreementandrelatE
to funding ", 

,,i] ?ffi;;";i1.ryrv";;d; duv.lop"'u"t *h"t -tonditiont have been

satisfied or their ongoing satisfactionj, tigrrrv likery.and'tt'r projr"t is anticipated to

continue to completion. An analysis "i;";;;j;tt'* 
und'u'in t*titnut assistance is shown

in the funding summary

o Other receipts . ^ ! r ots such as proceedS from

:ffixJ:',,*:*ilrffi l"#t,.t:x;liJ:'ffi :t'i.f 
',l'x;:.u;#inir,.-r,n'n'i't

statements the time associated cash is reoeived'

b) Recognition of PaYrnents

The Project recognises all payments r,vtten the event occurs, and the related cash has

;;,illyt..n Paicl out bY the Project'

o Compensatiom of enoployees r.^,.+rihrrrinn for emoloyees are reoognized in

salaries and wages;;ii;;;"..s, statutory co*tribution for ernployees are re.ogn

;ld;;iJ ;henihe comPensation is Paid'

t,:i: :::"1"1i'Hl ;:J',''.'.T*nizecr as. p?*:":? ':.1': :::::i.:li: '*5:,::i'ervices
are consumed a'<l paid for. If not p.i,l-;;;';;riru ,t 

" 
peric,d where goods/services are

;;;r;;.J, thev shail be disclosed as pendirrg bills'

intetest are recognized as payment in the period in which

5

o Interest on lrorrowing
Borrowing costs that include

they incurred and Paid for'



. ' ' National (Jrban Transport Improvement Proiect

and Financial Statements
year ended June 30' 2021

consolidated fi nancial statements,

o Acquisition of fixed assets

The payment on acquisition of property plant and equipment items is not capitalized.

The cost of acquisition and proceeds from disposal of these items are treated as

payments and receipts items reipectively. Where an asset is acquired in a non-exchange

iransaction 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

purposos of consiolidation. This summary is disclosed as an annexure to the consolidated

financial statements.

c) In-kind donations

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

goods and/or services rather than in money or cash terms. These donations may include

iehicles, equipment or personnel services. Where the financial value received for in-

kind contributions 
"u, 

6. reliably determined, the Project includes such value in the

statement of receipts and payments both as receipts and as payments in equal and

opposite amounts; otherwise, the contribution is not recorded'

d) Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and cash at bank, short-term deposits

on call and highly liquid investments with an original maturity of three months or less,

which ur. r.udily convertible to known amounts of cash and are subject to insignificant

risk of changes in value. Bank account balances include amounts held at the Central

Bank of I(enya and at various commercial banks at the end of the financial year. For the

purposes of ihese financial statements, cash and cash equivalents also include short

ierm cash irnprests and advances to authorised public officers and/or institutions which

were not surrendered or accounted for at the end ofthe financial year.

Reports
For the

SIGNIFICANT ACCOUNTING POLICIES (Continued)

o Repayment of borrowing (principal amount)

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

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

Restriction on cash
R*trtrt.d ."rh r.presents amounts that are limited/restricted from being used to settle a

liability for at least twelve months after the reporting period. This cash is limited for

direct use as required by stipulation. Amounts rnaintained in deposit bank accounts are

restricted for use in refunding third part deposits.
7



National Ufi an Transport Imptovement Ptoi ect

Repotts anil Financial Statennents

Fot the enilod June j 2021

reliabilitY.

SIGNIFICANT ACC O{II\TIN G POLICIES (C ontinued)

e) Accounts receivabne ' prests and advances to
"'H;rJli,;55fi 

;J*f"'461i[\'fi lfffl 
']T'"r;;notsurrenderedor

accounted ro, uitt. e^d of the fi#;Ui;;i, i"utta us receivables' This is in

recognition ";" 
;il; government. p*.irl.- *here the imprest payments are

recolnized"J;"ilJ;;l';t',.'lrJ[li;:lm*]"rfi,U.Sirtl']:'$1;
This is an enhancement to th

receivables ;;;;iot"d in the financial statements'

fl ContingentLiabilities
i contingent liabilitY is:

a)Apossibleobligationthatarisesfrorrrpasteventsandwhoseexistencewillbc
confirmedonlybytheoccurrenceornon-oocurrenoeofongormoreuncertain
future u'"ni"ioi'*trolty wittrin the control of the entitv: or

b) A present "uri,*.,. tr,l,.*i,", 
ffi p"''"vents but is not recognised booause:

(i)Itisnotprobabletlu'-.*outflowofresourcesembodyingeconomic
benefits or service p*"*toi*il ue ,eqrrir.a-to settle the obligation; or

(i0 rhe ;L;;;";i ih; "bil;i;;- 
runnot u' measured with sufflrcient

Some of contingent liabilities may arise from:

indemnities. Letters of comtoty support' insurance' P
litigation in progress, guarantees'

ublic Private PartnershiPs,

TheEntitydoesnotrecognizeacontinggntliabilitybuldisclosesdetailsofany
contingencies in trrs-;o* ,Jin" nnun.iui'rtu1t"'rents ,nl.r, the possibility of an outflow

of resources ernbodying economic U.ntnt' o' "iuitt 
potential is remote' Annex 3 of this

financial statement i, " 
,.gir,., of the contingent liabilities in the year'

section 89 (2) (i) of tho PFM Act requires the National Government to report on the

paymentsmade,"''f""t'incurred'bythecoultygovernmenttomeetcontingent
riabitities u, u ,.rrl,-oi toun, during iil.-i*un"iut y.ir, incruding payments made in

;il;;f loan write-offs or waiver of interest on loans

,n, ,,f/o::]JTi;['"t#l a conting,n'u:::ll*'^1':']::::::,:*:::?1"":ibre 
asset

whose existence is contlngent on the occurrence or lloll-occuffence of one or lnore

uncertain future .u"rr*'no,"*totty *ittin ti," co,trol of the Entity in the notes to the

financial statements. Contingent .t;;'; ;t assessed co'ti,ually to ensure that

developments are appropriately ,.tt..i'J in the financial statements' If it has become

virtually certain ,t uiun innow tf economic benefits or service potential will arise and the

asset,s value can be measured reliably,-ir'r.-rrr., and the related revenue are recognized in

the financial statements of the period in which the change occurs'



National Urban Transport Improvement Proiect
Reports and Financial Statements
For lhe linancial year ended June 30,2021

SIGNIFICANT ACCOUNTING POLICIES (Continued)

h) Pending bills

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

from contracted goods or services during the year or in past years. As pending

bills do not involve the payment of cash in the reporting period, they recorded

as 'memorandum' or 'off-balance' items to provide a sonse of the overall net

cash position of the Project at the end of the year. When the pending bills are

finally settled, such payrnents are included in the statement of receipts and

payments in the year in which the payments are made.

i) Budget

The budget is developed on a comparable accounting basis (cash basis), the

same acoounts classification basis (except for accounts reoeivable - outstanding

imprest and clearance accounts and accounts payable - deposits, which are

accounted for on an accrual basis), and for the same period as the financial

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

Treasury Regulations, as well as by the participating development partners, as

detailed in the Government of l(enya Budget Printed Estimates for the year. The

Development Projects are budgeted for under the MDAs but receive budgeted

funds as transfers and account for them separately. These transfers are

recognised as inter-entity transfers and aro eliminated upon consolidation.
A high-level assessment of the Project's actual performance against the

comparable budget for the financial yearlperiod under review has been included

in an annex to these financial statements.

j) Third party payrnents

Included in the receipts and payments, are payments made on its behalf by to
third parties in form of loans and grants. These payments do not constitute
cash receipts and payments and are disclosed in the payment to third parties
column in the staternent of receipts and payments.

Durring the year I(shs - billion being loan disbursements were received in form
of direct payments frorn third parties,

9



National (Jtban Ttansp ott Lmpr ovement Ft oi ect

Repofis and Financial Statements
30,2021

Fov the year ended lune

SIGNItr'ICANT ACCO{JNTING POLICIES (Continued)

k) Exchange rate differences

rheaccounting.records.-:^':^i,:il.?#.}:Jj:I"i}:*::H$""lii'il,H

i1:::ffi;"I"t:"1Hl"i}"Iil;';i;t't''v'*rpJ'ioaui'convertedintotho
f.unotional ourrency using the exchange 'utu' 

p'lu^iling at the dates of the

transactions. Any tbroign. ";,;f;;:;; 
una losseJ resulting from the

settlement of suih trunruotion, ""jf'"- 
the translation at year-end exchange

rates of monetary assets "ra'ii;ilities 
denominated in foreign currencies are

recognis"J in thqstatements of receipts and payrnents'

D ComParative figures

wherenecessarvcomparativ.f'g11.:-1T-HilT#t;l',ffi :f, i[:lf i:,l.l:Li
b".n urr"nded or teconfigured to contor

statement Presentation'

m) Subsequent events

n) Errors

Therehavebeetrnoeventssubsequenttothetinancialyear/periodendwitha
significant impact on the financial ,.u,.*.n,, for the yeaiended June 30, 2020,

Material prior period errors shall be corrected retrospeotively in the first sot of

financial statements auittorizeO for issue after their discovery by: i' Restating the

comparativ" ur',',ot'ntl?oiprtor pu'ioo1s; presented in which the error occurred;

or ii. If the 
"rro, 

o."r*l [rf"r; tne eaitilst prior period.presented, restating the

opening balances or urr"n, liabilities .J n., urr.tr/.quity for the earliest prior

period Presented.

10



National llrban Transport Improvement Proiecl
Reports and Financial Statements
For the.financial yeat ended June 30,2021

II.NOIES TO THE FINANCIAL STATEMENTS

II.1 RECEIPTS FROM GOVERNMENT OF'KENYA

These represent counterpart funding and othor reooipts from government as follows:

11.2 LOAN FROM EXTERNAL DEVELOPMENT PARTNERS

108,544,36910,857,572,20

Receipts from
government of
Kenya

108,544,36910,857,572.20TOTAL

International
Development
Association

ODA)
Total

ll
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National urban Transport Improvement Ptoi ect

Repofls and Financial Statements

For the yedf ended June 3 2021

NOTES TO THE FINANCXAL STATEMEI\TS (Continued)

11.3 PURCHASE OF GOODS AND SERVICES

Cumulative to-
dateF/Y 201

WY

Total
rnentsarties

Fayment
s made

by third

PaYrnents
made bY the

EntitY in
Cash

hsX(SltsI(Shsll(SIns

153Utilities, supplies

and services

9supplies and

services
3tDomestio travel

and

3t79Foreign travel and

Printing,
advertising and -
information
supplies &
sorvioes

3 708Training

7
Hospitality
supplies and

services

15

sedSpeciali
andmaterials

servioss

651
600600

Other oPerating
payments (Bank

7
600

Total t2



National Urban Transport Improvement Project
Reporls and Financial Statements
For the financial vear ended fune 30,2021

NOTES TO THE FINANCIAL STATEMENTS (Continued)

11.4 ACQUTSITTON OF NON-FTNANCTAL ASSETS

11.5 TRANSFERS TO OTHER GOVERNMENT ENTITIES

202012021 2019120
Cumuhtive

to-dste

Payments
made by the
Entitv in Cash

Payments
made by
third
parties

Total
Payments

KShs KShs KShs KShs KShs
Purchaso of
vehicles & other
transport
equipment r45.276.444
Purchase of
household
furniture &
institutional
equipment 70,207,070
Contracted
Professional
Servioes 119,000.994
Pre-Feasibility
Studies 72.327.000

Total 406,811398

KShs KShs KShs KShs KShs
Transfers
National
Government
entities

to

47.176.982
TOTAL 47.176.982

l3
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Natbnal Urban Tr an sP o rt InPt ov ement P rui ect

Repotts anil Flnancial Sfutemenl"c

For the ended lune 3 2021

NOIIES TO THE FINAI'ICIAL

11.6 OTTIER GRANTS AND

STATEMENT S (Continued)

TITANSFERS AND PAYMENTS

11

i) The Remittance to the National Treasury is the transtbr to the Exchequer of

Balances in the Projeot's looal currency Account'

ii) The World Bank Refund relates to the refund ofunsPent money to the

Bank.

CASTI AND CAS}I ALIiNTS ARD

within the Projeot

li

i

i

aree

The proj

and one

ect has had one project account snrell

foreign currency designated accounts which was managed by the ational

IfiJifi;* bank account has been crosed as ar 30tr'Iuns 2021 and the bank

;;iil;i" the Exchequer account at the National Treasury'

.KShs '1

s1.5721010 857 72 I
ffi?lf
r.r*r etI555 1

s55 281

payments -
Romifiance to tho

orld

National 10 7
1

1

accounts

t4



Nalional lhban Transpott Improvement hoiect
Reports an d Fin a n clal S tate ment s

ended June 30,2021For the financial veat

NoTEsToTHEFINANCIALSTATEMENTS(Continued)

11.7A Bank Accounts

Accounts

Special Deposit Accounts Movement Schedule

555 1.00No 08102604383Bank
1.00

Total local balances

.00nilTotal bank account balances

No......A/C Name
balance

in the accountTotal amount d

Total amount withdrawn (as per Statement

&P
of

aClosing balance (as per SDA bank account
reconclllatlon

A/c Name:CBA A/I.{o. 69685100f7
the SDA reconciliatibalance as

in the accountTotal amount

Total amount withdrawn (as per Statoment of
&P

Closing balance (as per SDA bank account

reconciliation attached)

15



SEErc
accounts

alents short-term

and advances

Cash in hand

asaooouRt
June 2020 gf,

lesReceivabm

I

Natlonsl llrb an Transport Improvetnent Ptoi ect

Repofls and Flnancial Statements

Fot the ended June 30,2021

11.78 TUND BALANCE BROUGHT FORWARI)

I1.8 CHANGES IN RECEIVABLE
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National Urban Transport Improvement Project
Reports and Financial Statements
For theJinancial year ended lune 30, 2021

12 PROGRESS ON FOLLOW UP OF PR,IOR YIIAR AUDITOR'S
RECOMMENDATIONS

The following is the summary of issues raised by the external auditor, and management
comments that were provided to the auditor. We have nominated focal persons to resolve
the various issues as shown below with the associated time frame within which we expect
the issues to be resolved.

Reference
No. on the
external
audit
Report

Issue / Observations
from Auditor

Management
comments

Focal Point
person to
resolve the
issue (Name
and
desisnalion)

Status:
(Resolve
d/Not
Resolved

)

Timeframe:
(Put a date
when you
expect the
issue to be
resolved)

F/Y
201912020

Under Absorption of
Project Funds

This was
occasioned by the
unexpected
termination of the
Project in
Decernber 2018 at
request of the

Government due
to the project's
poor performance.

Project
Coordinator

Not
Resolved

FlY
202v2022

F/Y
20t8t2019

Procurement
Services

of
Explained

Project
Coordinator

Not
Resolved

F/Y
202U2022

r ;fl'r:.:"''
,n4rt.

Principal Secretary
,.,r\, "" il ., -':'.',[;

, 'l; 
)ti 

\, 
t'; r' lr ''-- 1r'l;

\:, ,

rdinator

&bL
Date Date

t7
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