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1. Acronyms and Definition of Terms

IPSAS

PFM

PSASB

WB

GOK

OFID

SFD

AFD

BADEA

International Public Sector Accounting Standards

National Treasury

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
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2. Project Information and Overall Performance

2.1 Name and registered office

Name: Rural Electrification in Five Regions Project.

Objective: The key objectives ofthe project are

The Provision of Power Supply to Households, Schools, Health and Government Centres

and Commercial, Industrial and Agricultural activities which will help on boosting the

economic and social development. Access to reliable electricity enhances the quality of life

by ensuring that homes have adequate lighting, schools can facilitate modern educational

tools, and health centers can operate esoential medical equipment. Government centers

benefit from improved administrative efficiency, while commercial and industrial activities

can expand, leading to job creation and economic growth.

The address ofits registered office is:

Kawi House, Off Red Cross Road, South C

P.O Box 34585 - 00100
Telephone: (254) 7 09 I 93 000/3600
E-mail: info@rerec.co.ke
Website: www.rerec.co.ke

In the agricultural sector, especially in tea and coffee production, electricity enables the use

of advanced farming techniques and irrigation systems, boosting productivity and ensuring

food security. Overall, the availability of a stable power supply is a critical enabler of

progress, fostering an environment where businesses can thrive, education systems can

advance, and healthcare services can improve, ultimately contributing to the holistic

development of communities.

Address

The project headquarters offices are in Nairobi, Kenya.
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Project Information and Overall Performance (Continued)

2.2 Projectlnformation

2.3 Project Overvierv

Project Start Date 23'd September,2Ol3

Project End Date 3l't December, 2024

Project Coordinator Mr. Edward Gakunju

Project Sponsor The project sponsor is BADEA, OFID, the Saudi Fund, the

Abu Dhabi Fund, and the Govemment of Kenya, through the

National Treasury of Kenya.

Line Ministrv The project is under the supervision of the Ministry of Energy

and Petroleum.

Project number Credit number l1l597KE, l407PKE

Strategic goals ofthe

project

The strategic goals of the project are as follows:

i) To connect public facitities in selected areas: The project

aims to enhance access to electricity by connecting public

facilities in designated areas, thereby supporting

community infrastructure and public services.

ii) To connect household in the selected areas: The project

seeks to expand electricity access by connecting

households in the selected areas, promoting residential

energy use and improving living standards.

The project management aims to achieve its goals by

expanding and improving the electricity supply infrastructure

to enhance access, efficiency, and reliability.

vl

Summary of Project

Strategies for

achievement of

strategic goals
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Other important

background

information of the

project

The Project has the following components:

i) Consultancy service for preparation ofdesign and tender

documents: This component involves the preparation of

design and tender documents to guide the project's

implementation. It ensures that detailed, accurate, and

compliant specifications are developed for the subsequent

stages.

ii) Construction of distribution networks: This component

encompasses the physical development of distribution

networks required to deliver electricity to the targeted

areas. It includes the installation of infrastructure necessary

for effrcient energy distribution.

Areas that the project

was formed to

intervene

To supplement the government's efforts in expanding

electricity access by connecting all public facilities and

households in rural areas, thereby enhancing infrastructure and

improving living conditions in these rural regions.

Project duration The project started on September 23,2013 and is expected to

run until December 31,2024.

Eleven (11) years, (3) Months, (9) days.

2.4 Bankers

The project does not have an operating bank account. Instead, approved payments are made

directly to the contractors by project financiers. This approach ensures that funds are

efficiently allocated and managed in accordance with contractual agreements.

vu
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Project Information and Overall Performance (Continued)

2.5 Auditors

The project is audited by the

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

2.6 Roles and Responsibilities

I Mr. Edward Gakunju
+254722244879

Edward. gakunj u@rerec.co.ke

Project
Coordinator

Master's Degree in
Economic Policy
Management

Overall

coordination

of Project

activities.

Coordinate

Project

implementati

on activities

as per the

work plan.

Prepare

project

implementati

on reports.

Attend

project

coordination

meetings.

a

a

a

a

vlu

No. Names and contact details Title
tion

K")'
Q ualifications

Responsibilities
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a

a

a

a

Project
Manager

2 Dr. Eng. James Muriuki
+254723820885

James.muriuki@rerec.co. ke

BBM(Accounting),
c.P.A (K)

Preparation

of the

project's

financial

reports.

Process of

aCPA Walter Nduta
+254707879796

Walter.nduta@rerec.co.ke

Project
Accountant

J

lx

x;l N"-; onJ 
"urir.t 

a"rrit. | 
-'iti.

ldcsignationI

Ke)' Responsibilities
Qualifications
Ph.D. in Electrical
Engineering

Overall

management

ofproject

activities

Coordinate

and approve

proj ect

implementati

on activities

as per the

work plan

and reports

Coordinate

the review of

project

designs.

Attend

project

coordination

and

management

meetings

a



Rural Electri/icolion in Five Regions Project
Annual Report and Financial Statemenls lor theJinancial yeor ended lune 30, 2024

project-

related

payments

4 Mr. Festus Kasonzo
+254722138880

Festus.kasonzo@rerec.co.ke

Procurement
Specialist

Master's Degree in
Procurement and

Supplies

Preparation

of projects

procurement

plans.

Preparation

of bid

documents.

Coordinate

tendering

evaluation

and award

notifications.

Coordination

of

procurement

activities of

the project.

a

a

a

a

5 Eng. Nicholas Muigai
+254722269540

Nicholas.muigai@rerec.co.ke

Project
Engineer

Bsc in Electrical
Engineering

Review of

project

designs.

Analyse all

the Technical

aspects ofthe

project.

(!

a

x

No. Names and contacl details Title
designation

Ke)'
Q u a lifications

Responsibilities
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2.7 Funding summary

The project encompasses a total duration of eleven (11) years, tlree (3) months, and nine (9)

days, extending from 23rd September 2013 to 30th December2024. Although the foundational

loanagreementswereexecutedbetween20ll and20l3,theratificationprocessbytheAttomey

General was not completed for all credits until December 2016. The Abu Dhabi Fund agreement,

which was the final agreement to be ratified, significantly impacted the fund release schedule.

Consequently, this delay hindered the timely disbursement of funds, given that the project

financing was collectively sourced from four distinct financiers.

Project implementation officially began in October 2019. Despite the signing of contract

agreements with contractors on lst July 2016, actual project work experienced delays due to

logistical issues related to the establishment of letters of credit. These issues were resolved with

the finalization of the letters of credit in 2019. The project's completion has been extended to

3lst December 2024, following a recent extension of credit financing by all participating

financiers.

Project Information and Overall Performance (Continued)

The total cost of the proj ect amounts to US$ 57 million, with financial contributions allocated as

follows:

. BADEA (Arab Bank for Economic Development in Africa): US$ l0 million

. OFID (OPEC Fund for Intemational Development): US$ l5 million

. SAUDI (Saudi Fund for Development): US$ l2 million

. ABU DHABI (Abu Dhabi Fund for Development): US$ l0 million

. GOK (Government of Kenya): US$ 10 million

xl

.l
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Project Information and Overall Performance (Continued)

Below is the funding summary:

A. Source ofFunds

(i) Loan
Arab Development Partners

10,000,000 1,022,474,000 6,919,434 698,347,140BADEA 3,080,566 324,126,860
r 5,000,000 1,533,711,000 9,663,703OFID 992,427,387 5,336,297 541,283,613
12,000,000 1,226,968,800 9,060,243 9t7,239,329SAUDI 2,939,757 309,729,471
10,000,000 t,022,474,000 8,371,448ABU DHABI 8ss,958,777 1,628,s52 t66,515,223

4,805,627,800 34,014,82747,000,000 3,463,972,633Sub-total (A) 12,985,173 1,341,655,167
(ii) Counterpart Funds

r0,000,000 t,022,474,000 4,927,089Government of Kenya (COK) 538,227,767 5,072,9r1 484,246,233

1,022,474,00010,000,000 4,,927,099 538,227,767Sub-total (B) 5,072,,911 484,246,233
5,828,101,800 38,941,91657,000,000 4,002,200,4001o1u1g=(A+B) 18,058,084 1,825,901,400

xll

Sourcc of funds Donor Commitmcnt Amount received to date -
(30th June 2024)

Undrarvn balancc to (latc -
(3Orh June 2024)

USD KSHS USD KSHS USD KSHS
(A) (A') (B) rB,) (A)-m) (A')-(B')
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roJ ect orma on An erall Performance (Continu ed)

B. Application of Funds

(i) Loan
Arab Developm ent Partners:

6,919,434 698,347,1406,919,434 698,347,r40BADEA
9,663,703 992,427,38't992,427,3879.663,703OFID
9,060,243 917,239,3299r7,239,3299,060,243SAUDI

855,958,777 8,367,869 855,592,890 3,5788,37t,448 365,887ABU DHABI
3,463,972,633 34,011,249 3,463,,606,746 3,57834,014,827 365,997A)Sub-total (

(ii) Counterpart Funds
4,921,089 538,227,767538,227,7674,921,089Government of Ken (coK)

538,227,767 4,927,089 538,227,7674,927,089Sub-total (B)
38,938,338 4,001,834,514 3,57838,941,916 4,002,200,400 365,8871o1u1 6=(A+B)

Annual Report o n d F i n o n e iaLrttslEmclllt lhp ended June 30, 2024ry

Application of firnds Amount received to date - (30th
June 2024

Cumulative amount paid to date -
(30th June 2024)

USD KSHS USD KSHS USD KSHS
(A) (A') (B) rB') (A)-(B) (A')-(B')

xl ll
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Project Information and Overall Performance (Continued)

2.8 Summary of Overall Project Performance

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

commencement.

iii) Comment on value for money achievements.

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

v) List the implementation challenges and recommended next steps.

i) Budget performance against actual amounts for current year and for

cumulative to-date.

During the financial year under review, the project recorded receipts totaling

Kshs.280,211,399 and incurred corresponding expenditures of Kshs. 280,211,399

This expenditure was against a final approved budget of Kshs. 417,430,497,

resulting in an underutilization ofKshs. 137,219,098, which represents 33% ofthe

budgeted amount.

Cumulatively, the project has total receipts of Kshs. 4,002,665,687 and total

payments of Kshs. 4,001,834,514 over its lifespan. This balance underscores the

project's adherence to its financial framework, despite the significant

underutilization within the reporting period.

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

commencement Budget.

Preparation of

projects designs and

Design and surveying of projects Completed

xlv

Activities planned

for thc rcporting

period

Activig Implcmentation Status Narration
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lotting

CompletedTo supervise the construction of

distribution lines

Recruitment of

Project Consultant

CompletedBid preparation, advertisements,

bid opening, bid evaluation and

job awards

Recruitment of

Construction

contractors.

CompletedFor the Lots awardedSubmission of

Performance bonds

and Guarantees.

CompletedFor the Lots awardedSite and design files

handing over.

CompletedFor materials both local and

foreign

98% CompletedFactory Acceptance

Tests.

For materials already completed

was done virtually

97%o completeDelivery of materials For the Lots awarded

52% CompleteFor the Lots awardedConstruction of

power distribution

lines

iii) Commentonvalue-for-moneyachievements,

The project was extended and the new closure date is 31tt December, 2024. This

extension has enabled the Corporation to intensifu oversight of construction activities,

ensuring that planned objectives are achieved. Proactive monitoring has led to

improved adherence to quality standards and project specifications, contributing to

effective resource use and optimal operational efficiency.

Activities planned

for the reporting

pcriod

Activity Implementation Status Narration

Payment of advances.

xv
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Project Information and Overall Performance (Continued)

Significant milestones have been reached despite the extended timeline, reflecting the

project's commitment to delivering value for money. Prudent management of financial

and material resources has maximized outcomes and minimized wastage, underscoring

the project's dedication to achieving its goals within the revised schedule.

The following are the achievements: -

a) The design for distribution lines: The distribution lines' design was

finalized on schedule, ensuring a solid foundation for the project's next

phases.

b) Recruitment of construction contractors: Recruitment of construction

contractors was successfully completed in 2016, enabling timely

commencement of the construction phase.

d) Construction materials delivery to the site: Approximately 97oh of

construction materials have been delivered to the site, ensuring readiness

for ongoing construction activities.

e) Construction of power distribution lines: The construction of power

distribution lines is approximately 52% complete, reflecting substantial

progress toward proj ect completion.

xvl

c) A supervision consultant was hired for the project, however on June 30,

2023, the consultant stated that they were not willing to extend their

contract. Efforts are currently underway to recruit a new consultant to

continue providing the necessary oversight.

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

project.

The project has demonstrated strong financial management performance with an

absorption rate of 72Yo of the total donor commitment. This is reflected in total
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Project Information and Overall Performance (Continued)

disbursements amounting to US$ 34,014,827 (equivalent to Kshs.3,463,972,633)

against the total donor commitment of US$ 47,000,000 (or Kshs. 4,805,627,800).

Including GoK counterpart funding, the total cumulative absorption rate stands at

68%, with disbursements amounting to US$ 38,941,916 (equivalent to Kshs.

4,002,200,400) against a total commitment of US$ 57,000,000 (or Kshs.

5,828,101,800). This signifies that a substantial portion of the committed funds

has been effectively utilized, underscoring the project's ability to manage and

deploy donor resources efficiently in alignment with the overall financial

commitment.

v) Implementation challenges and recommended way forward.

a) COVID-I9 Pandemic Impact: The pandemic (2020-2022) caused

disruptions in material manufacturing, travel, and document sharing due to

social distancing measures. Digital infrastucture for remote operations

and document sharing has been enhanced to mitigate similar impacts in

future crises.

c) Complexities of Opening Letters of Credit: Different conditions from

financiers complicated the process. This has been addressed, and all

conditions have been met, ensuring that payments are processed

efficiently.

d) Delay in Paperwork Processing: The need for hardcopies from all

financiers detayed payments. This issue has been resolved ttuough the use

xvll

b) Complexity of Dealing with Multiple Financiers: Managing multiple

financiers proved challenging. This issue has been resolved by appointing

one financier as the lead to simplifi coordination and oversight.
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Project Information and Overall Performance (Continued)

of DHL services to adhere to strict schedules, ensuring timely delivery and

minimizing delays.

e) Delay by Contractorsr Contractors experienced delays in delivering key

materials such as transformers. This challenge has been resolved tfuough

improved contractor management and stricter delivery timelines.

{) Delay in Consultant Recruitment: There was a delay in obtaining no

objection from financiers for recruiting a new consultant. This has been

addressed by expediting the review process and issuance of no objection,

lacilitating the recruitment of a new consultant to continue providing the

necessary oversight.

2.9 Summary of Project Compliance

There were no significant instances of non-compliance with applicable laws, regulations, or

essential external financing agreements and covenants for REREC. This underscores our robust

adherence to legal and regulatory requirements, as well as our commitment to fulfilling all

financial and contractual obligations. The absence of non-compliance highlights REREC's

diligence in maintaining the highest standards of regulatory and financial govemance. It reflects

our proactive approach to ensuring that all operations are conducted within the framework of

established laws and agreements, thereby upholding our reputation [or integrity and

accountability in all financial dealings.

xvlll
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3. Statement of Performrnce sgainst Project's Predetermined Objectives

Introduction

Section Sl(2)(/) lsection 164 (2)(/) of the Public Finance Management Act,2012, requires

that the Accounting Officer include a statement of the national/county government entity's

performance against predetermined objectives at the end ofeach financial year.

The key development objectives ofthe project's agreement/plan are to:

a) The Government of Kenya is dedicated to achieving universal access to power supply,

with a focus on connecting all public facilities and households. This commitment

aligns with the government's recognition of energy as a pivotal component of its long-

term development strategy and the implementation of the Bottom-Up Economic

Transformation Agenda (BETA), contributing to the realization of "Kenya Vision

2030." As part of this initiative, numerous public facilities, including Health Centres,

Trading Centres, and Secondary Schools, are being connected to the power supply.

This project specifically targets the enhancement of connectivity for these public

facilities and households, further advancing the govemment's vision for

comprehensive energy access and development.

b) Energy access is a crucial factor in reducing poverty and a fundamental driver of

sustainable development. Developing robust inftastructure that ensures consistent and

affordable energy access allows local communities to significantly elevate their

standard of living and improve their economic status. This progress is achieved

ttuough enhanced home environments, the creation of new productive opportunities,

and improved educational outcomes, all of which contribute to a healthier and more

prosperous community.

c) Recognizing electricity access as essential for national development, the government

has designated energy as a critical enabler in is long-term development strategy. This

is central to the Bottom-Up Economic Transformation Agenda (BETA) and the

achievement of "Kenya Vision 2030." The vision aspires to establish Kenya as a

globally competitive and prosperous nation, providing a high quality of life for all its

xlx
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d) This will only be achieved if all public facilities and households are connected. The

project's aim is to address the corurection of some of the non-electrified public

facilities. This includes schools, healthcare centers, administrative offices, and other

essential community services that cunently lack access to electricity. By ensuring

these key public facilities are connected, the project will not only enhance the quality

of public services but also promote social and economic development in selected rural

areas. Reliable electricity supply will enable these facitities to operate efficiently,

support better educational and healthcare outcomes, and improve overall community

well-being. This comprehensive approach to electrification is crucial for achieving the

broader objective of universal access to electricity, thereby fostering inclusive growth

and development.

Progress on attainment of Strategic development objectives.

For purposes of implementing and cascading the above development objectives to speciflrc

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

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

identified for reasons of tracking progress and performance measurement.

Below is the progress made toward attaining the stated objectives

Rural Electrification

in Five Regions

Provision of

electricity in

selected five

regions.

Connection of

public facilities

and households

Availability of

electricity

By June 30,

2024,8,820

customers were

connected to

electricity

through 167

completed

projects,

marking

xx

citizens by 2030.

Project Objectivc Outcome lndicator Pcrformance



Rural Electrilicotion in Five Regions Project
Annual Reporl and Financial Statements lor the Jinancial year ended June 30, 2024

significant

progress in

expanding

energy access

and

infrastructure,

xxl

il

Project Outcome Indicator Performance
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i. Sustainabilify strategy and profile

The Corporation is dedicated to ensuring a reliable power supply, supported by

specialized departments that focus on maintaining high-quality powerline systems. Our

commitment to reliability is reflected in the rigorous evaluation and monitoring processes

embedded throughout the project implementation phase. These processes are designed to

ensure adherence to our sustainability strategy, including compliance with environmental

standards and efficient resource management. By continuously assessing proj ect progress

and performance, we ensure that all aspects of our power infrastructure meet the highest

standards of quality and sustainability. This approach not only supports the reliable

delivery of electricity but also aligns with our broader goals of environmental stewardship

and long-term sustainability.

ii. Environmcntalpcrformance

The Corporation actively involves environmental specialists in the project identification

phase to ensure that environmental considerations are thoroughly addressed. These

specialists assess potential projects for their environmental impacts, guiding the selection

process to prioritize initiatives that align with sustainable practices. Our commitment to

environmental responsibility is further demonstrated through strict adherence to

guidelines set by the National Environment Management Authority (NEMA). By

complying with NEMA's regulations, we ensure that all projects are evaluated for their

environmental impact and that necessary mitigation measures are implemented. This

proactive approach helps minimize negative environmental effects and supports the

Corporation's goal of promoting sustainability and protecting natural resources

throughout the project lifecycle.

xxl r

Rural Electrification in Five Regions Project

4. Environmental and Sustainability Reporting

The project exists to transform lives, serving as our core purpose and the driving force

behind all our initiatives. It guides our strategic efforts and underpins our commitment to

sustainability. Below is a brief highlight of our activities aimed at advancing sustainability.
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iii. Employee welfare

The Corporation's recruitment policies are guided by the following frameworks: the PSC

Recruiknent and Selection Policy, the Delegation of PSC HRM Functions to the Cabinet

Secretary (July 2018), the Framework for Short Term Employment in the Public Service

(May 2019), and the Human Resources Policies and Procedure Manual for the Public

Service (May 2016). These policies enable the Corporation to promote common cadres

under delegated authority, ensuring adherence to gender and regional balance

considerations.

Additionally, the Corporation ensrues that all staff are integrated into the Performance

Appraisal System (PAS), in accordance with the guidelines for the Implementation of

Performance Reu'ards and Sanctions in the Public Service and the Performance Rewards

and Sanctions Framework. This system supports effective performance management and

rewards, aligning with public service standards.

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

OSHA and safety and security of the staffand Corporation properties.

iv. Market place practices

a) Responsible Supply chain and supplier relations

Procurement activities have been conducted in accordance with World Bank

Procurement Regulations, as specified in Section 1.7. This adherence ensures

transparency, fairness, and competition by following rigorous procedures, such as open

xxlll

r

For skill development and career advancement, the Corporation follows the Human

Resource Development Policy for the Public Service (June 2015) and the Guidelines on

Managing Training in the Public Service. These guidelines facilitate individual training

programs essential for career progression and promotions, as well as $oup training sessions

tailored to various cadres.
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bidding and detailed bid evaluations. Continuous monitoring and regular audits further

uphold these standards, enhancing the credibility and accountability ofthe procurement

process and fostering stakeholder trust.

The specific regulations include:

(i) Provide Timely and Sufficient Information: Ensure that applicants receive

comprehensive and timely information about the procurement process. This

includes issuing a Notification of Intention to Award and conducting debriefings.

These measures enable applicants to understand the basis for the Borrower's

decision thoroughly and assess whether to file a complaint challenging the decision.

Effective communication helps maintain transparency and allows all parties to

make informed decisions regarding their next steps.

(ii) Acknowledge Complaints Promptly: When a complaint is received, it must bc

acknowledged without delay. Prompt acknowledgment confirms that the complaint

has been received and is being processed. This practice helps build trust with

Bidders/Proposers/Consultants by demonstrating that their concems are being taken

seriously and will be addressed in due course.

(iii) Resolve Complaints promptly and fairly: Complaints should be addressed and

resolved in a timely and equitable manner. The resolution process must be

conducted fairly, ensuring that all parties involved are treated justly and that their

concems are resolved appropriately. Prompt and fair resolution helps maintain the

integrity of the procurement process and upholds the principles of faimess and

transparency.

(iv) Preserve Confidentiality and Proprietary Information: Safeguard the confidentiality

of sensitive and proprietary information provided by Applicants, including

commercial and financial data and trade secrets. Ensure that such information is
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handled securely and is only disclosed as necessary and with appropriate

authorization. Respecting confidentiality is crucial for maintaining trust and

protecting the competitive interests of all participants.

(v) Maintain Complete Records: Keep detailed and accurate records of all debriefings,

complaints, and their resolutions. Comprehensive documentation is essential for

accountability and transparency. It provides a clear audit trail of how complaints

were handled and resolved, which can be reviewed if necessary to ensure

compliance with procurement policies and procedures.

(vi) Inform the financiers of Complaints: For contracts subject to prior review, promptly

notiff the financier of any complaints received. Provide the financier with all

relevant documents and information related to the complaint. This ensures that the

financier is kept informed of potential issues and can provide guidance or

intervention if required.

(vii) Consult with the financiers throughout the Complaint Process: For contracts

subject to prior review, engage with the financiers promptly and openly throughout

the complaint review and resolution process. This involves consulting with the

financiers at key stages to seek advice, discuss potential resolutions, and ensure that

the process aligns with the Bank's requirements and expectations. Effective

communication with the Bank helps facilitate a smooth resolution process and

ensures compliance with review procedures.

b) Responsible ethical Practices

Strict adherence to financiers' regulations on bank anti-corruption guidelines involves

several critical practices to ensure compliance and promote integrity in all financial

dealings. These guidelines are designed to prevent, detect, and address conuption and

other unethical behaviors in banking and financial operations. Key aspects include

implementing robust internal controls, conducting due diligence, training and awareness

programs, monitoring and reporting mechanisms, enforcing disciplinary actions,

collaborating with regulatory authorities, and maintaining hansparency.
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c) Regulatory impact assessment

To ensure strict adherence to NEMA regulations during project implementation, we

consistently comply with all environmental guidelines and standards, minimizing

negative impacts on the environment. This involves conducting thorough environmental

impact assessments, securing necessary permits, and implementing effective mitigation

measures for identified risks. Furthermore, we actively pursue "green procurement"

practices, prioritizing suppliers who demonstrate a strong commitment to environmental

stewardship. These suppliers use eco-friendly materials, reduce waste, and adopt

sustainable production processes, By integrating these practices, we not only meet

regulatory requirements but also promote environmentally responsible practices across

our supply chain.

v. CommunityEngagements

The Corporation has implemented several measures to ensure the acceptance of projects

by the communities in the project areas. Mechanisms for community engagement during

project implementation have been established, including the operationalization of

Stakeholders Coordination Committees, which serve as platforms for continuous dialogue

and collaboration with the community. Additionally, a comprehensive Community

Engagement Strategy and Policy has been rolled out to guide interactions and foster

positive relationships with local stakeholders.

Furthermore, the Corporation has made it a priority to consider local communities for

employment opportunities during the implementation of energy projects. This effort not

only supports the local economy but also enhances community buy-in and support for the

projects. Involvement of the local communities extends to the process of wayleaves

acquisition, ensuring that their input and concerns are addressed, thereby minimizing

conflicts and fostering a sense of ownership and partnership in the development

initiatives. Through these concerted efforts, the Corporation aims to build trust, ensure

transparency, and promote the long-term success of its projects.
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5. Statement of Project Management Responsibilities

The Chief Executive Officer of Rural Electrification and Renewable Energy Corporation and

the Project Manager are responsible for the preparation and presentation of the Project's

financial statements, which give a true and fair view of the state of affairs of the Project for

financial year ended on June 30,2024.

This responsibility includes:

i) Maintaining adequate financial management anangement and ensuring that these

continue to be effective throughout the reporting period;

ii) Maintaining proper accounting records, which disclose with reasonable accuracy at

any time the financial position of the project;

iii) Designing, implementing and maintaining internal controls relevant to the

preparation and fair presentation of the financial statement, and ensuring that they

are free from material misstatements, whether due to enor or fraud;

it ) Safeguarding the assets ofthe project;

v) Selecting and applying appropriate accounting policies and making accounting

estimates that are reasonable in the circumstances.

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

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

prepared on the Cash Basis Method of Financial Reporting, using appropriate accounting

policies in accordance with lnternational Public Sector Accounting Standards flPSAS).

The Chief Executive Oflicer 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, 2024, and

ofthe Project's financial position as at that date. The ChiefExecutive Officer and the Project

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

regions Project confirm that the Project has complied firlly with applicable Govemment

Regulations and the terms of extemal financing covenants, and that Project funds received

during thc financial year under audit were used for the eligible purposes for which they were

intended and were properly accounted for.

Approval of the Project Financial Statements

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

Project Manager for Rural Electrification in Five Regions Project on

and signed by them.

d ard Gakunju CP alter Nduta
Project Coordinator Project Accountant

ICPAK Member No:23665

2024

CS Dr. Rose Mkalama
Chief Executive
Officer
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REPORT OF THE AUDITOR.GENERAL ON RURAL ELECTRIFICATION IN FIVE
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ENDED 30 JUNE, 2024 _ RURAL ELECTRIFICATION AND RENEWABLE ENERGY
CORPORATION

PREAMBLE

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

A. 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 laws and regulations that have a direct effect
on the financial statements.

B. Report on Lawfulness and Effectiveness in Use of Public Resources which considers
compliance with applicable laws, regulations, policies, gazette notices, 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 the 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.

A qualified 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 Management Act, 2016 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 Rural electrification in Five
Regions project set out on pages 1 to 47, which comprise of the statement of financial
assets and liabilities as at 30 June, 2024, and statement of receipts and payments,
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statement of cash flows and the statement of comparison 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 effect of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of the Rural Electrification in Five Regions Project as at
30 June, 2024, and of its financial performance and its cash flows for the year then ended,
in accordance with lnternational Public Sector Accounting Standards (Cash Basis) and
comply with the financing agreements between Arab Bank for Economic Development in
Africa (BADEA) dated 23 September,2O11, CR. No 111597 dated 6 September,2013,
with the Saudi Fund for Development and CR. No. 1407P dated 25 September,2011,
with the OPEC Fund for lnternational Development and the Government of the Republic
of Kenya and the Public Finance Management Act,2012.

Basis for Qualified Opinion

1. lnaccuracies in Acquisition of Non-Financial Assets

The statement of receipts and payments reflects acquisition of non-financial assets
cumulative amount of Kshs.4,001,827,868 and as disclosed in Note 8 to the financial
statements. lncluded in the amount is Kshs.3,707,219,534 for acquisition of project
materials. However, review of project materials costs revealed that some of the materials
which had been returned by one of the contractors to the Corporation for the West region
office in Kisumu had been reissued to another project without re-valuation to confirm the
current value and efficiency.

ln the circumstances, the accuracy and valuation of acquisition of project materials
amounting to Kshs.3,707 ,219,534 could not be confirmed.

2. Unsupported Cash and Cash Equivalents

The statement of financial assets and liabilities reflects cash and cash equivalents
balance of Kshs.831,173 (USD 6,416.99) being call deposit placement as disclosed in
Note 11 to the financial statements. The amount includes a principal amount of
Kshs.463,573 and interests of Kshs.367,600. Review of records revealed that a Donor
erroneously released funds to the accounts of two (2) contractors amounting to USD
926,377.55 and USD 734,192.58. The funds were released without certificate of works
done instead of the financier issuing special commitment letters as instructed in the
application. To safeguard the project funds one of the contractors remitted the funds to
the Corporation's account until a certificate of works was issued as suggested by The
NationalTreasury. The funds were placed in a calldeposit on 1 September, 2020 which
matured on 2 February,2022 with a balance of Kshs.728,819.

Report of the Auditor-General on Rural Electificotion in Five Regions Project (Credit.No.l l/597, Credit.No.l407P)
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However, the call deposit statement from 1 September, 20201o 30 June, 2024 in support
of the cash and cash equivalents balance of Kshs.831,173, Board approvalfor opening
the call deposit, documents submitted to request for the special commitment from the
Donor and the approval on how to manage the funds after the erroneous transaction were
not provided for audit.

ln the circumstances, the occurrence and accuracy of cash and cash equivalents balance
of Kshs.831,173 could not be confirmed.

3. Unsupported Prior Year Adjustments

Note 15 to the financialstatements reflects adjustments amounting to Kshs.81,152,961.
The explanation given under the Note indicates that the variances were as a result of
foreign exchange differences and discrepancies from reconciliation and misstatement
errors. However, audit of prior year adjustments revealed that the consultant and
contractors had fixed exchange rates hence no adjustments were expected to arise from
foreign exchange differences. Further, the adjustment reflected in Note 15 to the financial
statements was not reflected in the statement of financial assets and liabilities as at 30
June,2024.

ln the circumstances, the accuracy of the prior year adjustments amounting to
Kshs.81 ,152,961cou|d not be confirmed.

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSA|s). 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 qualified opinion.

Emphasis of matter

Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects final receipts budget
and actual on comparable basis of Kshs.417,430,497 and Kshs.280,211,399 respectively
resulting to an under-funding of Kshs.137,219,098 or 33 o/o of the budget.

The under-funding affected the planned activities and may have impacted negatively on
service delivery to the public.
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The Management is responsible for the other information, set out on page v to xiv which
comprises Project lnformation and Overall Performance, Statement of Performance
Against Project's Predetermined Objectives, Environmentaland Sustainability Reporting
and Statement of Project Management Responsibilities. The Other lnformation does not
include the financial statements and my audit report thereon.

ln connection with my audit on the Rural Electrification in Five Regions Project financial
statements, my responsibility is to read the other information and in doing so, consider
whether the other information is materially inconsistent with the financial statements or
my knowledge obtained in the audit or othenarise appears to be materially misstated. lf
based on the work I have performed, I conclude that there is a material misstatement of
this Other lnformation, I am required to report that fact. I have nothing to report in this
regard.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the matters described in the Basis for Conclusion on LaMulness
and Effectiveness in Use of Public Resources section of my report, 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.

Basis for Conclusion

1. Non-Gompliance with Loan Guidelines on Disbursement

Review of schedule three (3) of the loan agreement for one of the donor's amortization
schedule revealed that the borrower (GOK) should have repaid the loan advanced up-to
an amount of USD 8,000,000. However, the loan repayment statement was not provided
for audit hence the amount of loan repaid could not be confirmed.

ln the circumstances, the Corporation was in breach of the conditions of loan agreement
as provided for in the schedule.
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Key Audit Matters

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

Other lnformation



2. Non-Compliance with Contract Management

2.1 Delayed Project Implementation

Review of the contract agreements signed on 1 July, 2016 with contract period of eighteen
(18) months, revealed that a total commitment of Kshs.5,828,101,800 was meant to
undertake four hundred and two (402) schemes while the tender documents indicated
that there were three hundred and fifty-nine (359) schemes. The Progress Report for
September 2024 indicated that one hundred and seventy (170) schemes or 42o/o had
been completed and commissioned. Further, an interview with the contractors during
physical visits to the co-owned warehouses in the five (5) regions revealed that four
hundred and thirty-nine (439) schemes were handed over to five (5) contractors and one
hundred and ninety (190) schemes had been completed. Thus, the tenderdocuments,
contract agreement and information from the contractors indicated discrepancies.
Therefore, the project Status and scheme to be executed could not be confirmed.

Further, the factory acceptance tests and delivery of materials had been performed at
100% for lot 1, lot 3 and lot 4 while lot 2 and lot 5 were al92o/o and 91% respectively as
per progress report dated 30 June, 2024. However, the installation Component of the
project was al 42o/o.

ln addition, an interview with the five contractors revealed the following challenges:

i. A contractor built a total of 103 Km in Tana River County which was outside the
initial designs/scope. The payment for the work had not been done and forms part
of the pending bills.

ii. Another contractor had eighteen (18) schemes dropped at initial stages after
handing over and another twelve (12) new schemes which were not part of the
original design were added.

iii. The Corporation handed over sixty eight (68) schemes to a contractor, but six (6)
of them had already been done by Kenya Power reducing the scope to sixty two
(62) schemes. Wayleave and designs issues reduced the scope further to forty
nine (49) schemes that were implementable. Out of the forty nine (49) schemes
implementable only twenty (23) schemes were done due to mismatch of the
materials and the design rendering them un-implementable.

ln the circumstances, the Project may not be completed in time, hence the Corporation
may not realise value for money. Further the scope of work to be carried out could not be
confirmed.

2.2 Payments for Consultancy Services

The Corporation contracted a consultant to provide consultancy services as per the
contract agreement dated 13 August, 2014 al a contract sum of Kshs.137,928,528. As at
the time of audit in October, 2024, an amount of Kshs.113,822,110 (83%) had been paid

to the consultant while the Project implementation Status was at 42o/o. Further, as per a
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letter dated 19 June, 2023, the consultant communicated its intention to terminate
consulting obligation with the Corporation due to death of its Project Manager. However,
the consultant terminated services after being paid a total sum of 113,822,110.42 or 83o/o
of the contract sum against implementation status al 42o/o.ln addition, there was a lot of
mismatch between the designs and materials acquired by the contractors for the five
regions' projects.

ln the circumstances, the Corporation may not have realized value for money from the
consultancy services.

The audit was conducted in accordance with ISSAI 3000 and ISSAI 4000. The standards
require 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
financial 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, I confirm that, nothing has come to my attention to cause me to
believe that internal controls, risk management and governance were not effective.

Basis for Conclusion

The audit was conducted in accordance with lSSAls 2315 and 2330. The standards
require that I plan and perform the audit to obtain assurance on whether effective
processes and systems of internal controls, risk management and overall governance,
were operating effectively, in all material respects. I believe that the audit evidence I have
obtained is sufficient and appropriate to provide a basis for my conclusion.

Responsibilities of Management and those Charged with Governance

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

ln preparing the financial statements, Management is responsible for assessing the
Project's ability to continue as a going concern, disclosing, as applicable, matters related
to going concern and using the going concern basis of accounting unless Management is
aware of the intention to cease operations.
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The Management is also responsible for the submission of the financial statements to the
Auditor-General in accordance with the provisions of Section 47 of the Public Audit Act,
2015.

ln addition to the responsibility for the preparation and presentation of the financial
statements described above, the Management is also responsible for ensuring that the
activities, financial transactions and information reflected in the financial statements
comply with the authorities which govern them and that public resources are applied in
an effective way.

Those charged with governance are responsible for overseeing the Project's financial
reporting process, reviewing the effectiveness of how Management 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

My responsibility is to conduct an audit of the financial statements in accordance with
Article 229(4) of the Constitution, Section 35 of the Public Audit Act, 2015 and the
INTOSAI Framework of Professional Pronouncements (IFPP). The Framework requires
that, in conducting the audit, I obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatements, whether due to fraud or error
and to issue an auditor's report that includes my opinion in accordance with Section 48
of the PublicAuditAct,20l5. Reasonable assurance is a high levelof assurance but is
not a guarantee that an audit conducted in accordance with IFPP will always detect a
material misstatement 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 conducting the audit, Article 229(6) of the Constitution also requires that I express a
conclusion on whether or not 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. ln addition, I

also I consider the entity's control environment in order to give an assurance on the
effectiveness of internal controls, risk management and governance processes and
systems in accordance with the provisions of Section 7 (1) (a) of the Public Audit Act,
2015.

Further, I am required to submit the audit report in accordance with Article 229(7) of lhe
Constitution.
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Detailed description of my responsibilities for the audit is located at the Office of the
Auditor-General's website at: https://www.oaqkenva o. ke/a ud itor-qenerals-
responsibilities-f or-audit/ This description forms part of my auditor's report

FCP BS
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Receipts

Transt'e r from Government entities I 1,t25,467 l,l25,467 49,956,967 49,9s6.967 538,227,767

Pmcceds from domestic and foreign
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2

[.oan frpm external development

parhers
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Miscellaneous receipts 4 46s,287

Totrl Receiph 1,125,467 279,085,932 280,211399 49,956,961 972,645,,431 1,022,602J98 4,002,665,697

Payments

Compensation 0f Employees 5

Purclrase 0f Goods And Senices 6

Social Security Benefits 1

Acquisition 0f Non-Financial Assets 8 |,t25,467 219,085.932 49,956,967 972,645,43t l,022,602.398 4,001,827,968

Transfers To Other Govemment

Entities
9

Other Grants And Transfen And

Payments
l0 6,646

Totrl Payments 1,125,467 279,085,932 280,211J99 49,956,967 972,645,431 1,022,602398 4,001,834,514

SurpluV(Deficit) For The Year 831,173
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The accounting policies and explanatory notes to these financial statements are an integral part of the financial statements.
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CS Dr. Rose Mkalama
Chief Executive OITicer

Mr. Edward Gakunju
Project Coordinator

CPA Walter Nduta
Project Accountant
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8. Statement of Financial Assets and Liabilities as at 30th June 2024

The accounting policies and explanatory notes to these financial statements form an integral part

of the financial statements. The financial statements were approved on

and signed by:

CS Dr. Rose Mkalama
Chief Executive 0fficer

Mr. Edward Gakunju
Project Coordinator

Q6* n.i. 2oz4
.-l I

alter Nduta
Project Accountant
ICPAK Member No:23665
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Financial Assets

Cash And Cash Equivalents
Bank Balances 1l.A
Cash Balances 1l.B
Cash Equivalents (Call Deposit Placement) l1.c 831,173

Total Cash And Cash Equivalents 831,173

Accounts Receivables - Imprest And Advances t2

Total Financial Assets (A) 831,173

Financial Liabilities
Payables-Deposits And Retentions l3
Total Financial Liabilities (B)
Net Financial Assets (A-B)

Represented By
14Fund Balance B/Iwd
l5 831,173Prior Year Adjustments

Surplus/(Deficit) For The Year
Net Financial Position 831,173

IIII

ll)cscription Note 2023-2024 2022-2023

Kshs Kshs
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9. Statement of Cash flow for the year ended 30th June 2024

Cashflows From Operating Activites

Rcceipts

I t,t25,467 49,956,967Transfer From Govemment Entities

2Proceeds From Domestic And Foreign Grants

4Miscellaneous Receipts

Total Receipts

Payments

Compensation OlEmployees

6Purchasc 0f Goods And Serviccs

7Social Security Benefits

9Transfers To O0rer Govemment Entities

l0Other Grants And Transfers

Total Payments

Adjustments During The Year

l5 831,173Prior Year Adjustrnents

l6Decrease/ (lncrease) In Accounts Receivables

t7Increase/(Decrease) In Accounts Payable

49,956,9671,956,641Net Cash Flow From Opcrating Activities

Cashflow From Investing Activities
(1,022,602,398)8 (280,21 1,399)Acquisition Of Non-Financial Assets

(1,022,602,398)(280,211,399)Net Cash Flows From lnvesting Activities

Cashflow From Financing Activities

J 279,085,932 912,U5,431Proceeds From Foreign Bonowings

279,085,932 972,645,431Net Cash Flow From Financing Activities

8l1,173Net Increase In Cash And Cash Equivalent

llCash And Cash f,quivalent At Beginning Of The Year

831,173llCash And Cash Equivalent At End 0fThe Year

4

Ducription Note 20?3-2024 2022:2023

Iisbs IfuhS
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Rural ElectriJication in Five Regions Project
Annual Reporl and Financial Statemenls for the linonciol year ended June 30, 2024

The accounting policies and explanatory notes to these financial statements form an integral part

of the financial statements. The entity financial statements were approved on pll xu e, zoz4
..)'

and signed by:

F6r,r,@4"1
CS Dr. Rose Mkalama
Chief Executive Officer

Mr. Edrvard Gakunju
Project Coordinator

alter Nduta
Project Accountant
ICPAK Member No:23665
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Rural Electrification In Five Regions Proiecl

10. Statement of Comparison of Budget and Actual Amounts for year ended 30'h June2024

Recei
t,125,467 t,t25,467 t00%t,125,467Transfer From Govemment Entities

0%
Proceeds From Domestic And Foreign

Grants
4 r 6,30s,030 279,085,932 r37,2t9,098 67%416,30s,030Proceeds From Borrowings

00AMiscellaneous Receipts
417,430,497 280,211,399 137,219,098 670h417,430,497Total Receipts

Payments
0%Compen sation To Employees

0%Purchase Of Goods And Services
0%Social Security Benefits

417,430,497 280,2t t,399 137,2r9,098 67%Acquisition Of Non-Financial Assets

0%Transfers To Other Govemment Entities
0%Other Grants And Transfers

280,211,399 137,219,098 67'h417,430,491417,430,497Total Payments

Surplus Or Deficit

I

I

6

a !

ments [tem Originul
.Budget

Adjirstments Final Budget Actual on

com pr rable
basis "

Iludset Utilis:rtion
Differdncc

I

n/n of
Utilisation

E b c=n-b f, e=c-d f=dliYn

4t'7,430,497



Rural Electrificatiort itt Five Regions Proiect
Annual rt and Financial Stotemenls the lnancial r ended June 30, 2024

Note: The signiticant budget utilisation/performance differences in the last column are exPlained in Annex 2 to these financial statements.

s,Mu@t*
Mr. Ed GakunjuCS Dr. Rose Mkalama

Chief Executive Officer Project Coordinator
CPA Walter Nduta
Projcct Accountant
ICPAK Member No:23665
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Rural ElectriJication in Five Regions Proiect
Annual Report and Financial Stalements for the tinancial year ended June j0, 2021

11. Significant Accounting Policies

The principal accounting policies adopted in the preparation ofthese financial statements

are set out below:

a) Statement of compliance and basis of preparation

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

f,rnancial 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 accounting for; a) receivablcs that include imprests and salary advances

and b) payables that include deposits and retentions. The financial statements comply with

and conform to the form ofpresentation 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 financia.l statements are for the reporting entity Rural

Electrification in five regions Project as required by Section 8l ofthe PFM Act,2012.

c) Reporting currency

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

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

Shilling.

d) Recognition 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 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.

8



Rural Electrification in Five Regions Proiecl
Annuol Report and Financial Stotements for thefinancial year ended June 30, 2024

Significant Accounting Policies (continued)

ii) External Assistance

External assistance is monies received tkough grants and loans from multilateral and

bilateral development partners.

iii) Other receipts

These include Appropriation-in-Aid and relates to receipts such as proceeds from

disposal of assets and sale of tender documents. These are recognized in the financial

statements at the time associated cash is received.

iv) Donations and grants

Grants and donations shall be recognized in the books of accounts when cash is received.

Cash is considered as received when a payment advice is received by the recipient entity or

by the beneficiary. In case ofgrant/donation in kind, such grants are recorded upon receipt

of the grant item and upon determination of the value. The date of the transaction is the

value date indicated on the payment advice.

v) Proceeds from borrowing

Borrowing includes extemal loans acquired by the Project or any other debt the Project

may take and will be treated on cash basis and recognized as a receipt during the year they

were received.

vi) Undrawn external assistance

These are loans and grants at reporting date as specified in a binding agreement and relate

to funding for the Project cunently under development where conditions have been

satisfied or their ongoing satisfaction is highly likely and the project is anticipated to

continue to completion. The funding summary analyzes the Project's undrawn external

assistance.

9



Rural ElectriJication in Five Regions Project
Annual Report and Financial Statements for theJinancial year ended June 30, 2024

Significant Accounting Policies (continued)

e) Recognition of payments

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

actually been paid out by the Project.

ii) Use of goods and services

Goods and services are recognized as payments in the period when the goods/services are

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

consumed, they shall be disclosed as pending bills.

iiD Interest on borrowing

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

incur and paid for.

iv) 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

consolidated fi nancial statements.

v) 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 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.

10

i) Compensation to employees

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

the period when the compensation is paid.



Rural Electfificatton in Five Regions Project
Annual Report and Financial Slatements for the Jinanctal year ended June 30, 2024

Significant Accounting Policies (continued)

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 ofactual goods

and/or services rather than in money or cash temrs. These donations may include vehicles,

equipment or personneI 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 payments both as receipts and as payments in equal and opposite amounts;

otherwise, the contribution is not recorded.

g) Cash and cash equivalents

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

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

are readily convertible to known amounts of cash and are subject to insignificant risk of

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

Kenya and at various commercial banks at the end of the financial year. For the purposes of

these financial statements, cash and cash equivalents also include short term cash imprests

and advances to authorised public off,rcers and/or institutions which were not surrendered

or accounted for at the end of the financial year.

h) Restriction on cash

Restricted cash represents 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 maintained in deposit bank accounts are restricted

for use in refunding third part deposits.

ll



Rural EleclriJication in Five Regions Proiect
Annual Report and Financial Slatements for the frnoncial year ended June 30, 2024

Significant Accounting Policies (continued)

i) Imprests and Advances

For the purposes of these financial statements, imprests and advances to authorised public

officers and/or institutions which were not surrendered or accounted for at the end of the

financial year is treated as receivables. This is in recognition of the government practice

where the imprest payments are recognized as payments when fully accounted for by the

imprest or AIE holders. This is an enhancement to the cash accounting policy. Other

accounts receivables are disclosed in the financial statements.

j) ContingentLiabilities

A contingent liability is:

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

confirmed only by the occurrence or non-occurrence of one or more uncertain future

events not wholly within 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 embodying economic benefits or

service potential will be required to settle thc obligation; or

ii) The amount of the obligation cannot be measured with sufficient reliability.

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

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

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

contingencies in the notes to the financial statements unless the possibility ofan outflow of

resources embodying 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-occurrence of one or more

uncertain future events not wholly within the control of the Entity in the notes to the

t2



Rural Electrification in Five Regions Project
Annual Report and Financial Slotementsfor theJinancial year ended lune 30,2024

Significant Accounting Policies (Continued)

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 arisc 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 bills do not

involve the payment of cash in the reporting period, they recorded as 'memorandum' or

'off-balance' When the pending bills are finally settled, such payments are included in the

statement of receipts and payments in the year in which the payments are made.

m) Budget

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

classification basis (except for accounts receivable - outstanding imprest and clearance

accounts and accounts payable - deposits, which are accounted for on an accrual basis), and

for the same period as the financial statements. 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 Kenya 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 are eliminated upon consolidation. A high-level assessment of

the Project's actual performance against the comparable budget for the f,rnancial

year/period under review has been included in an annex to these financial statements.

n) Third party payments

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

form ofloans and grants. These payments do not constitute cash receipts and payments and

13



Rural ElectriJication in Five Regions Proiect
Annual Report and Financial Statemenls for lhe finoncial year ended June 30, 2024

o) Exchange rate differences

The accounting records are maintained in the functional currency of the primary economic

environment in which the Project operates, Kenya Shillings. Transactions in foreign

currencies during the yearlperiod are converted into the functional culrency using the

exchange rates prevailing at the dates of the transactions. Any foreign exchange gains and

losses resulting from the settlement of such transactions and from the translation at year-

end exchange rates of monetary assets and liabilities denominated in foreign cunencies are

recognised in the statements of receipts and payments.

p) Comparative {igures

Where necessary comparative figures for the previous financial yearlperiod have been

amended or reconfigured to conform to the required changes in financial statement

presentation.

q) Subsequent events

There have been no events subsequent to the financial year/period end with a significant

impact on the financial statements for thc year ended June 30,2024.

r) Prior period adjustmentS

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

year(s). Explanations and details of these prior period adjustments are presented in note I5

of these financial statements.

14
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are disclosed in the payment to third parties' column in the statement of receipts and payments.



Rural Electrification in Five Regions Project
Annual Report and Financial Statementsfor tltefinancial year ended June 30,2024

Counterpart funding through
Ministry of Energy

Counterpart funds Quarter I

Counterpart funds Quarter 2

Counterpart funds Quarter 3

Counterpart funds Quarter 4

Total (Annex 3)

Other transfers from government
entities

Ministry of Finance t,t25,467 49,9s6,967 538,227,767

Appropriations-in-Aid

49,956,967 538,227,767Total 1,125,461

l5

12. Notes to the Financial Statements

l. Transfers from Government entities

These represent counterpart funding and other receipts from govemment as follows:

Dcscription
2023-2024 2022-2023

Cumulative to date
(from inception)

IGhs Kshs Kshs



Rural ElectriJication in Five Regions Proiect

Notes to the Financial Statements (Continued)

2. Procecds From Domestic and Foreign Grants

During the financial period to 30 June 2024, we received grants from donors as detailed in the table below

Governments)Donors (Foreign

Granb Received from Bilaterul

World Bank

Grants Received from Multilateral

Donon (Intcrnational

Organisations)

Intemational Development Association

(IDA)

nisationsIndividuals and orga

Grants Receivcd from Local

Total

-

16

x073.2024

Grrnh Receivcd in

Kind

Amount rrcch'cd

in donor

cIrrency

Granh'Rccch'ed

in Cnsh

Gmnts rcceived as

dirccl plymenls
Triial drirouirt

Cumulltivc to

rlatc

202t -2023

Date rcccivcdNamb ofDbnor

Kshs Ituhs Kshs KshslGhs



Rural ElectriJication in Five Regions Proiect
Annuol R rt and Financiol Statements or lhe Jinancial year ended June 30, 2024

Notes to the Financial Statements (Continucd)

3. Loan from External Dcvelopment Partners

During the financial period to 30 June 2024, we received funding from development partners in form of loans negotiated by the National

Treasury as detailed in the table below:

KshsUSD IGhs IGhs Ifths Ifths

lrcans Received from Multilateral

Donors (Arab Development

Partners)

26,266,774289,033 26,266,774 218,465,217 698J47,140BADEA

r,330,89 r 139, t55,879 139,155,879 297,006,470 992,427 387OFID

9s,024,251 95,024,25196t,494 309,445,900 917,239329SAUDI
r8,639,029182,293 18,639,0?9 t47,727,845 855,958,777ABU DHABI

2,763,711 279,085,937 219,,085,932 972,645,431 3,463,972,633Total

17

Duscription 20t3 -2024 2072-7023

Cumrrhtivc lo dlte
(from inccp(ion)Nanc of Donor Dale receivcd

Amounl in

lonn cu rrency

Amount Receiverl in

Cnsh

Loan Receivcd rs

Dlrcct Pnymcnt
'[otal arnount Total amount



Notes to the Financial Statements (Continued)

4. Miscellaneousreceipts

Kshs Kshs KshsKshsKshs

465,287Eamed Interest on Call
Deposit Placements

465,287Total

r8

Rural Electrificotion in Five Regions Proiect

Tbtal ReceiptsI neccipls controlled by

I third partics

Cumulative to tlate
(from inception)

2022-2023
Totril Rcceipts

2023-2024

Deicription Redeipts controlled
by thi cn



Rural Electrificotion in Five Regions Project
Annuol R rt and Financiol Slotements or lheJinoncial year ended Jnne 30, 2024

Notes to the Financial Statements (Continued)

5. Compensation to EmPloYees

Kshs KshsI(shs Kshs Kshs

Basic salaries of ESent em Io

Basic wages of temporary employees

Personal allowances paid as part of

Personal allowances paid as

reimbursements

Personal allowances provided in kind

Pension and other social security
contributions
Compulsory national social security
schemes

Compulsory national health insurance

schemes
Social bencfit schcmes outside
overnment

Other Personal Pa tS

Total

l9

Dcscriptiou

2023-2024
Paymcnts mnde
by'thc entity in

cash

Payments
made by third Totnl Payments

2022-2023
Cumu lativc to

drteTotal Payments

salary



Rurol EleclriJicotion In Five Regiotrs Proiect

Notes to the Financial Statements (Continued)

6. Purchase ofGoods and Services

Kshs Kshs KshsKshs

utilities, supp lies and services

Communication, supplies and

servlces

Domestic travel and subsistence

travel and subsistenceForei

information su lies & services
Printing, advertising and

Rentals of produced assets

Training ex nses

supplies and serviccsHo tali
Insurance costs

Specialized materials and services

Other operati ng payments

Total

20

2022-2023

Cumulltive to rlntc

Pnyments
mddc by

third
partics

Total Pn1'ments Total Paymcnts

Kshs

Routine maintenance - vehicles

and other transport equiPment

Routine maintenance - other assets

Exchange rate losses/gains (net)



Rural Electrification In Five Regions Proiecl
Annual Report and Finoncial Statements for the tnanc ial ysnT ended June 30, 2024

Notes To The Financial Statements (Continued)

7. Social Security Benefits

Govemment pension and

retirement benefits
Social security benefits in cash

and in kind
Employer social benefits in cash

and in kind

Total

2l

Description

2023-2024

Total Payments Total Pnvmcnts
Cumulative to date

KshsIfths Kshs Kshs Kshs



Rural Electrification In Five Regions Proiect

Notes to the Financial Statements (Continued)

8. Acquisition of Non-Financial Assets

Kshs Kshs KshsKshs Kshs
224,486,,461 224,486,46t 947,890,513 3,707,2t9,534uisition of Proiect MaterialsAcq

2,090,506 5s,689,313
Local Transportation and Insurance

Services
15,348,287 t5,348,287 l 8,286,1 78 125,096,910Installation and other Services

1,t25,467 39,25t,t84 40,376,651 54,335,201 113,822,1l0Consultancy Services

279,085,932 280,21L,3991,,125,467 1,,022,602,398 4,001,827,869Total

22

I

2023 -2024 2022 -2023

. Pa1'mcnts
mndc by the

Entitv in
caslr

' Pnyrnents
mndc by third

parties
Totnl Privmcnts Total Payrncnts

Cumulativc to
date



Rural Electrificalion In Five Regiorrs Proiect
Annuol Reporl antl Fitroncial Statemenls for lhe Jittoncial yeor ended June 30, 2024

Notes to the Financial Statements (Continued)

9. Transfers to other Government Entities

During the financial period to 30 June 2024, we transferred funds to reporting government entities as shown below

Kshs Kshs KshsKshs Kshs

Transfers to National
Government entities

Ministry of Energy

Transfers to County
Government
Total

z)

Dedcription

2022-2023
Cumulativc to

datcPaymcnts made by
the Bntity in cash

Pa1'ments mrrdc b1' third
parlies

Total
Payments

Total Payments



Rural Electrificalion In Five Regions Proiecl

Notes to the Financial Statements (Continued)

10. Other Grants, Transfers and Payments

KshsKshs Kshs KshsKshs
6,646Transfer fees
6,646Total

24

a a a

ption

2023-2024 I 2022 -2023

Cumulative to
datc '

I Paymcnts
rnadc by thc

Entitl in
cash

'Ptyments

mnde bv third
p:rrties

Totnl Paymcnts Total Payments



Rurol Eleclriticalion In Five Regions Project
Annual Report and Financial Slatemenls for the financial year ended lune 30, 2024

Notes to the Financial Statements (Continued)

11. Cash And Cash equivalents

11. A Bank Accounts

Project Bank Accounts

Special Deposit Accounts

The Project does not operate a special deposit account.

The balances in the Project's Special Deposit Account(s) as at 30d' Juae 2024 are not included in the

Statement of Financial Assets since they are below the line items and are yet to be drawn into the Exchequer

Account as a voted provision.

Belou' is the Special Deposit Account (SDA) movement schedule which shows the flow of funds that were

voted in the year. These funds have been reported as loans/grants received in the year under the Statement of

Receipts and Payments.

Bank accounts (Note I l.A)

Cash in hand (Note l1.B)

8t7,t73Cash equivalents (Call deposits
placement) - (Note 1 l.C)

8t7,r73Total

Foreign Currency Accounts
N/A
Total foreign currency Balances

Local Currency Accounts

Co-operative Bank of Kenya (A/c No.N/A)
Total local currency balances

Total bank account balances

25

Description 2023-2024 2022-2023

Kshs Kshs

Description 2023-2024 2022-2023

Kshs Kshs



ral Electrification In Five Regions Project
ual Report and Financial Stotements for the

tes to the Financial Statements (Continued)

ecial Deposit Accounts Movement Schedule

B Cash in hand

C Cash equivalents (Call deposits placement)

tnalncial ar ended June 30,2024

(i) A./C Name [A/c No......]
Opening balance

Total amount deposited in the account

Total amount withdrawn (as per Statement of Receipts &
Payments)

Closing balance (as per SDA bank occount reconciliation
altached)
(ii) A/c Name [A/c No......1
Opening balance (as per the SDA reconciliation)

Total amount deposited in the account
Total amount u.ithdrawn (as per Statement of Receipts &
Payments)
Closing balance (as per SDA bank account reconciliation
attached)

Location I

Location 2

Location 3

Other locations (specify)

Total cash in hand balances

831,173Kenya Commercial Bank- Call deposit placement
Drawdown account No. USD I 40050002000 I ( 16.99@129.s270

831,173Total

26

I

Dcscription

2023-2024

2022-20232023-2024
KshsKshs

2022-2023
KsIrs Kshs

2022-20232073-2024
Kshs Kshs



Rural ElectriJicotion In Five Regions Project
Annual Report and Financiol Statements for lhe Jinancial year ended June 30, 2024

Notes to the Financial Statements (Continued)

12. Imprests and Advances

l2A: Breakdown of Imprests and Advances

13. Third-Party Deposits and Retention

Government lmprests
Salary advances

Total

Kshs Kshs Kshs KshsKshs
Officer I

Officer 2

Officer 3

Programme I

Total

Retention
Deposits

Total

Ageing analysis
Cu rrent

FY
7o ofthe

Total
Comparative

FY
7o ofthe

Total
Under one year

I -2 years

2-3 years

Over 3 years

Total

27

. 2023-2024 2022-2023
Kshs Kshs

Na me of Officer or
Institution

Amount
Talicn

Amount
Surrendered

IJalance
Current
2023t24

Balan ce

Comparative
2022t23

Descrip tion 2023-2024 2022-2023

Kshs Kshs
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nual and Financial Slalements for the Jinancial r ended June 30,2024

tes to the Financial Statements (Continued)

Fund Balance Brought Forward

Prior Year Adjustment

te: Prior Year Adjustment.

) Reconciliation discrepancies and unrcported receipts and payments from prior years

accordance with Intemational Public Sector Accounting Standard No. 3 (IPSAS 3), material errors from

or periods must be corrected retrospectively. This involves restating comparative amounts in the first set of

cial statements authorized for issue upon discovery of the error. The nature of the error, the amount of

correction, and its impact on both current and prior period financial statements have been fully disclosed

ensure transparency and adherence to accounting standards, providing a clear understanding of the

ustments made and their effects on the financial statements.

ng the financial year 2023124, a comprehensive reconciliation conducted revealed that an amount of

s. 22,355,938 and US$218,196.46 equivalent to Kshs.19,110,259 had not been reflected in the previous

I

S""k A.""r.tt
S*htr",*d

831,173ftash equivatents (Call deposit placement)

hutstanding Imprests and advances

831,173Fot"r

3,721,623,1t43,802,776,075 8 1 ,1 52,961
$.econcil iation discrepancies

flnd unreported receipts and

Hayments from prior years

8l,152,961 3,72L,623,114fiotal (A) 3,802,776,075

tl

83 l ,17383 1,173
Sash equivalents (Call Deposit
Ulacement) - KCB drawdown
H,ccount

831,I73 831,173ffotal (B)

tes to the Financial Statements (Continued)

28

I

I

2022-20232023-2024

KshsIfths

Ilalancc b/f FY
202212023

(auditcd financial
statemcnts)

Adjustments
(amount of the

correction)

Adjusted balancc b/f
2022t2023

Kshs Kshs

Description of the error

Kshs

N



Rural Eleclrification In Five Regions Project
Annual Report and Finoncial Statemenls tor lhe Jinancial year ended June 30, 2024

financial statements. This amounts, related to GOK counterpart US dollar payments, resulted from a foreign

exchange variation between the contract exchange rate of 102.2474 and the negotiated commercial Bank rate

on the payment dates and pre-construction consultancy services to IWs Aberdare Engineering Co. Ltd for

preparation of design and tender documents to guide the project's implementation to ensures that detailed,

accurate, and compliant specifications are developed for the subsequent stages.

Included are other discrepancies resulting from adjustments related to reconciliation discrepancies errors of

Kshs. 7,850 for Lot 2 (Sinotec Co., Ltd), Kshs. 550,026 for Lot 3 (Fountain Technologies Ltd), Kshs.

826,207 for Lot 4 (Magnate Ventures Ltd), and Kshs. 29,208 for Lot 5 (Eswari Electricals Pvt Ltd) ) and

US$65, equivalent to Kshs. 6,646, pertaining to transfer fees for funds from Abu Dhabi Funds under Lot 3.

Additionally, discrepancies related to misstatement errors include Kshs. 130,935,346 erroneously reported as

an advance payment under Lot 5 (Wayne Homes (K) Ltd

Below is a summary;

b c=b-aa

29,310,s98Forex differences 29,3 10,598

944,599,393944,607,243Sinotec Company Ltd

638,546,933 550,026Fountain Tec Ltd 639,096,960

669,988,970670,81 5, 178Magnate Ventures Ltd

2t4,t6't,321 ( 130,93s,346)Wayne Homes(k) Ltd t03,431,g',',|7

(29,208)549,217,117Eswari Electricats Pvt Ltd 549,187,909

19,110,259s4,335,200Abcrdarc Engineering Co.,Ltd 73,44s,459

6,6466,646Transfer fee funds from ABDF
5.845.84Rounding off

(81,152,961)Adjustment (amount of correction)

29

ii) Cash cquivalents (Call deposit placement)

An amount of US$6,416.99 (equivalent to Kshs. 831,173) was not reported in the previous financial

statements. This amount, held in a call deposit at KCB Bank, represents the remaining balance of funds

received from Abu Dhabi for Lot 3 under a special commitment for payments through letters of credit,

together with the earned interest on the placement.

These discrepancies affected the accuracy of the reported financial position and posed potential compliance

issues with accounting standards. Immediate conective action was taken to adjust the financial records and

Description Balance 2023/24 Ballnce 202223 Adj ustruent

7,850

826,20'7
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otes to the Financial Statements (Continued)

ect the accurate figures to ensure accurate financial reporting and adherence to IPSAS 3. These measures

crucial for maintaining the integrity of the project's financial statements and ensuring compliance with

unting standards. Consequently, prior year adjustments were appropriately adjusted within the Statement

Receipts and Payments on the comparative f,rgures, consistent with the principles of cash basis accounting.

Changes in Accounts Receivables ( Imprests and Advances)

Changes in Accounts Deposits and Rctention

)pening Receivables as at I st July 2023

account receivables as at 30th June2024)losing
lhange in Imprests and advances

Feposit.*an.tentionsasatlstluly2023
tlosing accounts payables as at 3Oth June2024

fh"ng" i, d.posit and retention

30

I

pescription 2023-2024 2022-2023

KshsKshs I
I

2422-20232023-2024
Kshs Kshs
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2. Pending StaffPayables (See Annex 4b)

r lhe not c ial year ended June 30, 2024

b ca 6-(2+b-c)
186,734,256 86,029,957tt5,052,592 215,756,891Provision of Goods and Servtces

r 7,867,308 1'7,867,308ServicesConsul
186,734,256132,919,900 103,897,265 215,756,89rTotal

Senior management

Middle ement

Union em lo
Others
Total

3l

13. Other Important Disclosures

l. Pending Accounts Payable (See Annex 4a)

Balance b/f from
Comparntii,c
ttY 2022123

Adtlitions for thc
period

Paid during the year

I(shs Kshs Kshs

Description
, IJalancc b/f from
Comparntivc 2022123

Kshs

Adclitions
for the year

Pnid during the ycnr Balrrncc c/f for
Currcnt 2023124

Kshs Kshs lfths
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Other Important Disclosures (Continued)

3. Other Pending Payables (See Annex 4c)

4. External Assistance

or e anc year en une

Amounts due to National Govemment
entities
Amounts due to County Gov ernment entities

101,215,284200,657,799 0.00Amounts due to third parties - Retention
Monies Upon Final Completion Certifi cate.

301,873,084

200,657,799 701,215,284 0.00Total 301,873,084

External assistance received as grants

279,08s,932 972,645,431Extemal assistance received as loans

Extemal assistance received in kind- as ent b third es

279,085,932 972,645,43LTotal

.tL

Desciiption

B:rhnce b/f
from :.

Comprrntive
rv 2022ri3

Kshs

Additions for the
pcriod

Kshs Kshs

2022:2023
Kshs Kshs

2023-2024Deliiription
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Other Important Disclosures (Continued)

d/ External assistance relating loans and grants

D,) Undrawn external assistance

c,) Classes of providers of external assistance

Extemal assistance received as ts
279,085,932 972,64s,431Extemal assistance received as loans
279,085,932 972,645,,431Total

1,341,655,167 1,620,741,099
Settlement of pending
bills, installation, and

other service bills.
Undrawn external assistance - loans

Not ApplicableUndrawn external assistance -
r,341,655,167 1,620,747,099Total

279,085,932 972,645,431Intemational Assistance O tion
279,085,932 972,645,431Total

33

DeScription 2023-2024 2022-2023
Kshs Kshs

Purposc for n'hich thc
undrarvn erternal
assistance may be uscd

2423n024 2022t2023

I Kshs Kshs

Dcscription 2023t2024 2022n023
Kshs I(shs
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Other Important Disclosures (Continued)

d. Non-monetary external assistance

e. Purpose and use of external assistance

f. External Assistance paid by third parties on behalfofthe Entify by Source

This relates to extemal assistance paid directly by third parties to settle obligations on behalfofthe entity

Goods
Services
Total

279,085,932 972,645,431uisition of Non-financial assets

279,,085,932 972,645,431Total

279,085,932 972,64s,431
Intemational assistance organization - BADEA, OFID, SAUDI, &
ABUDHABI

279,085,932 972,645,431Total

34

Description
Ifths

5. Payments By Third Parfy on Bchalf of The Project

This relates to payments done directly to supplier on behalf of the proj ect such as; national government may fund the operation of health or

education program; a donor may Pay directly for construction of a given activity.

2023-2424
KshS

2022-2{t23
I(shs

PriJ,h-enii mirdc by third partics

I(qhs
2022-2023

Kshs
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Other Important Disclosures (Continued)

5.I Classification by Source

5.2 Classification of payments made by Third Parties by Nature of expenses

National government

Multilateral donors

Bilateral donors

Intemational assistance organization

NCOs

National Assistance Organization

Total

Compensation of employees

Use of goods and services

Subsidies

Transfers to other govemment units

Other gmnts and transfers

Social security benefits

Acquisition of assets

Finance costs, including loan interest

Other payments

Total

35

2023t2024 2022n023
Kshs Kshs

2023n024 2022t2023

Kshs Kshs
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Other Important Disclosures (Continued)

6. Related Party Disclosures

Related party disclosure is encouraged under non-mandatory section of the Cash Basis IPSAS. The comprise of related parties to the

Project

i) Key management personnel including the program director/manager

ii) Theimplementingentity/ministry/department

iii) Other Ministries and Departments

iv) The National Treasury

Related party transactions:

Compensation to Key Management

Compensation to the program manager/ director

Key Management Compensation others (specif)

Total Compensation to Key Managcment

Transfers to related rrarties

Transfers to other govenrment entities

Total Transfers to related parties

Transfers from reIatcd narties

Payments made on behalf of the project by other govt. entities

Total Transfers from related parties

36

2023-2024 2022-2023

Kshs

Transfers from the Ministry/ department
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Other Important Disclosures (Continued)

7. ContingentLiabilities

(Give details - Update Annex 6: Contingent liabilities register,)

Court case against the Project
Bank guarantees in favour of other govt. entities

contingent liabilities arising from PPPs/ donor agreements

Total

37

Dcsciiption of contin gcnt liabilitics 2023-2024 2022-2023

I(shs Kshs
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14. Annexes

Annex 1: Prior Year Auditor-General's Recommendations

tn onc yeaf en

To ensure compliance with the concessional

agreement and the full utilization of the credit, the

Corporation has requested an extension of the

withdrawal rights from June 30, 2023,to

December 31,2024.

The Corporation is currently processing invoices

for installation and other services, certified by

Aberdare Engineering Consultant. Additional

invoices for installation services will be submitted

on an ongoing basis as projects are completed,

commissioned, and subsequent joint

measurements are undertaken.

To accelerate project implementation, the

Resolved.

This is an

ongoing

process that

will

continue

until the

project's

completion.

3l.t

Dec,2024

No. 1 Low Absorption ofProject Funds and delayed

Project Implementation;

Note 2.7 on funding summary indicates that

the Project is for duration ofeleven (l l) years

and three (3) months from 23 September,

2013. The Note 2.7 on funding summary

further indicates that both the Donors and the

Government of the Republic of Kenya had

made commitments amounting to

Kshs.5,856,180,000 (USD 57.000,000). The

actual amount received during the Project's

period totaled to Kshs.3,802,776,075 (USD

37,191,910) ofthe funding, leaving a balance

of Kshs.2,025 ,325,725 (USD 19,697,489) or

tunI3A;ZUZT

(Resolvbd / Timeframe

Stntus:

Not

Res olved

Detailed Man{gement commentsIssuc / Obsen'ation-c from Auditor

38
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Corporation has implemented the following

mitigation measures:

a) Fast-Tracking Consultant Recruitment: The

process of recruiting a new project consultant has

been expedited as advised by the project

development partners to ensure compliance with

the financing agreement and to accelerate

invoicing and payment processing.

b) Enhanced Supervision and Coordination:

Management has strengthened projecl

supervision, coordination, and monitoring through

regular site meetings conducted by supervisors

and contractors. The intemal supervision team,

led by Regional Managers and supported by

County Supervisors, provides weekly updates on

350% of Donor commitment undrawn, yet the

project had been ongoing for nine years and

nine one month's leaving a variance of

implementation period of one year and five

(5) months only. However, with the extended

Project's closing date of 31 December, 2024,

the credit may lapse without being fully

utilized and the objectives and planned

deliverables may not be realized.

The Management has not provided any

documentary evidence to demonstrate

mitigation against credit lapse before

implementation of all project activities

39

Detailcd Managcnicnt comments

Status: '

(Resolvcd /

Not

Rcsolvcd

Timefrarhe

Reference

Number

on the

cxtern:rl

audit

Report

Issue' / Observttions from Aurlitor



c) Expedited Joint Inspection and

Commissioning: Joint inspections and

commissioning of completed projects are being

fast-tracked.

As a result of these measures, several projects

have been successfully implemented, with Lot 4

having completed all allocated projects.

Overall Project Implementation Status: A total

of 167 projects, comprising various lengths of

33kV and I lkV power distribution networks

(PDN), have been completed and commissioned.

Additionally, 29 projects have been executed to

ovet 90yo completion, pending only transformer

installation and commissioning. Another 31

proJect progress

40

Annunl

Statusi

(Rcsolvccl /

Not

Resolved

Tim0frame
Dctailcd Minagcment com mentsIssue / Obscrvatioris fronr Arrditor
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projects are at various stages of completion, with

mobilization for 172 projects across five lots

currently underway. By June 30,2024, a total of

8,820 customers have been connected to

electricity from the 167 completed and

commissioned projects.

Payment Status: To date, aggregate payments

amount to approximately Kshs. 4.1 billion,

representing 71.9Yo of the total contract price of

approximately Kshs. 5.7 billion. Additional

invoices for installation services have been

processed, approved by the National Treasury,

and dispatched for payment. This is an ongoing

process, with continuous communication between

the Corporation, BADEA, and OFID to facilitate

timely processing of invoices.

4t

Status:

@csolvetl /

Not

Rcsolved

Detailed Managcmcnt comme nts
Timeframc

lssue / Observations from Auditor

Refercncc

Nunrbcr

on the

crtcrnnl

a ucl it

Report



A pending bill represents an unsettled financial

obligation at the end of a hnancial year due to a

lack ofbudget allocation. Pending bills occur

when an entity fails to settle invoiced amounts for

goods and services that have been properly

procured, delivered, or rendered by the end ofthe

financial year, and these amounts were not

accounted for in the budget for that fiscal year.

According to the National Treasury template for

preparing financial statements, Note I (Other

Important Disclosures) and Annex 4.A. - Analysis

ofPending Bills are required for disclosure. It is

important to note that the financial statements are

prepared on a cash basis rather than an accrual

basis, which affects the nature ofthis disclosure.

Resolved

but it's an

ongoing

process.

Pending Accounts Payable

Note I on Other Important Disclosures to the

hnancial statements reflects pending accounts

payable totaling to Kshs.132,925,013 as at 30

Jwe,2023. The Management did not explain

reasons for non-settlement of the bills and

therefore the project is at the risk of incurring

significant interest costs and penalties with

the continued delay in paymcnt.

Further, tailure to senle bills during the year

to which they relate distorts the financial

statements and adversely affects the budgetary

provisions for the subsequent year as they

form a first charge.

No.2

42

Dctailed IVlnnagement commentsIssue / Observntions from Auditor
@csolr;ed / Timeframe

Not

Resolved
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As reflected in Note I of the financial statements,

a pending bill amounting to Kshs. 132,925,013 is

reported as of June 30,2023. This amount

pertains to unsettled financial obligations from the

fiscal year 2022/23, resulting from several

invoices raised by contractors and pending release

by financiers. However, this does not strictly align

with the definition of pending bills, as the budget

for these invoices was available.

This Tumkey Project ties payments to milestones

achieved, including material delivery and

installation works. All invoices received by the

Corporation were processed through various

stages and levels, including the Corporation, the

Ministry of Energy, and the National Treasury

within the financial year. The Kshs. 132,925,013

43

Detailed Management comrncnts
(Rcsolved / Timcframc

Status:

Not

Resolvcd

Rcfcrence

Nrrmbcr

on the

external

ludit

Rcport

Issue / Obscn'ntions from Arrtlitor



was committed during the year, and therefore, it

does not adversely impact the budgetary

provisions for the subsequent year.

Additionally, of the total unpaid bills amounting

to Kshs. 132,925,013, Kshs. 96,626,339 (73%)

have been settled by various financiers from July

2023 to 30th June,2024

Under the arrangement with financiers, payments

to proj ect contractors are subject to specific

conditions. Funds for goods, works, and services

rendered are remitted directly into the contractors'

bank accounts by the financiers. As a result, the

Corporation did not receive Kshs. 972,645,431 in

its bank accounts for the purpose ofcontractor

payments.

ResolvedCommingling of Funds

The statement of receipts and payments

reflects total receipts of Kshs. 1,022 ,602,398

comprising of Kshs.972,645,43 I and

Kshs.49,956,967 in respect of payments made

by third parties as loans from extemal

development partners and transfers from

Government entities respectively. However,

N/ANo.3

44

------.--_.-:-_

Issu'e / Obscrvntions from Auditor

:lr(r(i

Rdbort

I

I

I
Status:

(Reso-ivcd /

. Not

Ilesolved

T

Timeframc
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Additionally, Government of Kenya (GoK)

counterpart funding is disbursed as a consolidated

sum through the Exchequer under the Public

Facilities vote. Consequently, it is not feasible to

transfer the GoK portion directly, as payments are

made promptly in accordance with budgetary

provisions.

no separate bank account was opened and

operated by the Project. Project funds were

commingled in 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.

In the circumstances, Management was in

breach of the law and did not comply with

requirements of the financing agreement.

ResolvedUpon the signing ofthe project conlracts, the

Corporation engaged M/S Aberdare Engineering

Consultants Limited to oversee and manage the

contractors. However, the consultancy contract

has since expired, and the firm has indicated its

Control Weaknesses in Management of

Inventories

The statement of receipts and payments

reflects acquisition of non-financial assets

amount of Kshs.1,022,602,398 and as

No.4

45

Detailcd Managemcnt comments

Status:

(Resolvecl /

Not

Rcsoh,cd

Timcframe
Ibsuc / Obicrvntions from Arrditor

llcferencc

Number

on the

external

audit

Report
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intention not to renew the agreement.

In the interim, the Corporation's internal audit

department has conducted an audit to assess the

effectiveness of controls, verifu stock existence,

and ensure compliance with contractual terms and

conditions related to inventory management.

The Corporation has also been performing

periodic inspections ofthe contractors' stores and

conducting physical stock counts and

reconciliations through its project supervisory

team. The same will be supported in the

subsequent audits as OAG keeps this matter in

vlew

This was contrary to the particular

conditioning clause 2l 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.

In the circumstances, it was not possible to

46

-

Ii,suc / Observations frilm Auditor

Stntus:

(Rcsolvcd /

Not

Il.esolvcd'

T

Tiniefram0
Detailcd i\'Ianagcmcnt commcnts

disclosed in Note 8 to the financial

statements. The amount includes purchase of

goods amount 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.
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Signed by:

(^q-

CS Dr. Rose Mkalama

Chief Executive Officer
Mr. ard Gakunju
Project Coordinator

confirm the effectiveness of controls in

inventories management.

4'l

Timeframe
Issue / Observations from Arrditor Detailed Managcmcnt comments

Refcrcncc

Numbcr

on tlre

external

audit

Repori
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Annex 2: Variance Explanations - Comparative Budget and Actual Amounts for Financial Year 2023-2024

Note:
Low budget absorption was primarily due to delays in receiving clear instructions from the project financiers regarding the appointment ofa new consultant for

project ovenight. The previous consultant, m/s Aberdare Engineering Co. Ltd., indicated their intention not to extend their contract beyond June 30,2023, which

significantly impacted payment processing. Specifically, without a consultant certiftcate, submitted invoices could not be processed by the financiers. To address

this issue, the corporation sought and obtained a letter of No Objection from the OPEC Fund, which permitted REREC's internal engineers to oversee project

implementation until a new consultant could be appoinled. This approval, granted on March 29,2024, allowed for only a three-month period to process all

outstanding payments. Consequently, some submitted invoices remained outstanding as ofJune 30, 2024.

Receipts

t,125,467 1,125,467 1000ATransfer From Government Entities

Proceeds From Domestic And Foreign Grants

279,08s,932 t37,219,0984 r 6,305,030 67o/o See below noteProceeds From Borrowings

0o/oMiscellaneous Receipts

280,211,399 137,219,098417,430,497 67o/"Total Receipts

mentsP

0%Compensation To EmploYees

0%Purchase Of Goods And Services

OYoSocial Security Benefits

137,219,0984t7,430,497 280,2t 1,199 6'7Yo See below noteAcquisition Of Non-Financial Assets

0Y.Transfers To Other Government Entities

0Y.Other Crants And Transfers
417,430,497 280,211,399 137,219,098 67.hTotal Payments

Surplus or Deficit

48

Rural

conrparnble
basis

Budgct
Uiilisntion
Differcnce

. Yo of
Utilizntioir

Flnal Budget Comnrints on Vnr:iance
(Ilclorv 907" and over

100%)

n b c=a-b tl:bla Yo

jYo
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Annex 3: Reconciliation of Inter-Entity Transfers

The above amounts have been communicated to and reconciled with the Parent Ministry/ State Department

Project Coordinator
(REREC)

Head of Accounting Unit
(Ministry Of Enerry)

A Government Counterpart funding
Amount (Kshs) Indicate the FY to which the amounts relate

0.00Not Applicable Not Applicable

0.00Total (A)

B mentsDirect
Amount (Kshs) Indicate the FY to which the amounts relate

0.00Not Applicable Not Applicable

Total (B) 0.00

C Others
Bank Statement Date Indicate the FY to which the amounts relate

0.00Not Applicable Not Applicable

0.00Total (C)

0.00Total (A+B+C)

III

Sign:..
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ofBrcak dorvn of tranifers from the Stote
Namc: Mod crnization

Bank Statement Date

Bank Staternent Date

Amount (Kshs)

F
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Annex 4a: Analysis of Pending Bills

Note:
The pending bills pertain to financial obligations arising from several invoices submitted by contractors. These invoices have been processed

by the Corporation through the Ministry and the National Treasury and were awaiting Payment releases from various financiers as of June 30,

2bZ+. Since these obligations were budgeted and committed prior to the end ofthe financial year, they will not affect the subsequent budget

provision for FY 2024125.

Notably, no budgetary allocation was provided for the Government of Kenya (GoK) counterpart during the FY 2023124. This absence of
budget provision has contributed to the delay in fulfilling these financial obligations. The Corporation is closely following up with the

Ministry and National Treasury to resolve the issue and ensure timely payments.

50

a b c=o-b d

Su I of oods and Services

20,283,898 23,804,62744,088,525 25,843,369Lot 1 : Lomas and Lomas Ltd

1,8,277,92818,277,928 L6,262,B00Lot 2 : Sinotec Co. Ltd

59,987,226 1,4,923,760 45,064,067 18,846,891Lot 3 : Fountain Technologies Ltd

3,385,697 1,23,1,26,036 3,385,697t26,57t,733Lot 4 : Magnate Ventures Ltd

14,441,240 8,957,007 5,484,233 72,233,639Lot 5 : Wayne Homes(k) Ltd

38,480,196 38,480,19638,480,196Lot 5 : Eswari Electricals Pvt Ltd

301,786,848 86,029,957 215,756,891 115,052,592

ServicesConsultan
17,867,308 17,867,30817,867,308Co. LtdAberdare n

17,86730817,867,308 17,867,308Sub-Total
103,897,265 215,756,897 132,919,900319,654,156Grand Total (C=A+B)

I

-

=

Original
Amount

Amount
l'aid To

Date

Outstanding
. Balancc

2023t24

Outstanding
Bala nce
2022t23

Comments

Sub-Total (A)
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Annex 4b: Analysis of Pending Staff Bills

Note: There was no intbrmation to report on pending staffbills

Permanent EmploYees - Management

1

Sub-Total

Permanent Employees - Others

2

Sub-Total

J

Sub-Total

Others (specrfy)

A{
Sub-Total

Grand Total

51

Name of Stnff
Job
Group

Datc
l'a1,nble
Con tracted

Original
Amount

Amount
l'aid To

Drte

Outst:rnding I Outstantlirrg
lhlancc I llnlancc

2023t202.t I 2022t2023
Comments

Temporary employees
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Annex 4c: Analysis of Other Pending Payables

Note:

The retention monies are payable upon the issuance ofthe operational acceptance and completion certificate. As ofJune 30,2024, the above-

stated balances remain outstanding. This indicates that the completion and operational acceptance processes have not yet been finalized for

the respective projects. 'fhese outstanding balances are being carefully monitored to ensure timely settlement once the required certificates

are issued.

b s=(a-b)a

Amounts due to Third
Parties

0.0 39,356,409 36,944,07439,356,409Retention Monies
Lotl:Lomasand
Lomas Ltd

0.00 93,239,353 92,864,48293,239,353Retention Monies
Lot 2 : Sinotec
Company Ltd

71,223,924 55,135,1540.0071,223,924Retention Monies
Lot 3 : Fountain
Technologies Ltd

0.00 78,484,553 10,768,48978,484,553

0.00 t4,347,293 0.00t4,347,293
Lot 5 : Eswari
Electricals Pvt Ltd

5,22r,55r 4,945,6015,221,551Retention Monies
Wayne HomesLot5:

(k) Ltd
0.00 301,873,084 200,657,800301,873,084Grand Total

<')

I

Bricf
Transaction
Dcscripfion

Originnl
Amount

Amount Outstanding
Bahncc
2024

ib,t;t.i;;ifiiJ
lRalnr.. Ilzozz I

aynble To Commchts
tc

Lot 4 : Magnate
Ventures Ltd Retention Monies

Retention Monies

0.00
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Annex 5: Summary of Fixed Assets Register

280,21t,399 4,001,827,8683,721,616,468Work in Pro s

4,001,827,868280,211,3993,721,616,468Total

53

Asset class

Opcning Cost
(KShs)

202312024

Don:rtions in
form of nsscts

(KShs)
2023/2024

Purchases/
Additions in

thc Ycar
(KShs)

202312024

Disposals in
thc Ycar
(l(Shs)

2023/2024

Trnnsfers
in/(out)
Kshs

2023t2024
Closing Cost (KShs)

2024

(d) (b) (c)) (d) (d) (e)= (n)+ (b)+c)-(d)+G)d
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Annex 6: Contingent Liabilities Register

ancial year ended June 30, 2024

I

2

3

4

)

54

a-.

I

No. Nature of con tingcnt liahilitY Remnrks

Note: There was no infbrmation to report on contingent liabilities.



Rural ElectriJicotion In Five Regions Proiect
Ann ual rt and Financiol Slalemenls r lhe finoncial

Annex 7: Reporting of Climate Relevant Expenditures

Note: There was no infonnation to report on climate-relevant expenditures

55

t

year ended June 30, 2024

Son rce Of
Fu nds

Im plemen tin g
Partners

JI'roj.ct
lActivitics

ProjectProjcct
Descrifition

Project
Name

Q1 Q2 Q3

m



Rural Eleclrilicalion In Five Regions Project a a

Annex 8: Reporting Disaster Management Expenditure

Disaster
'l'ype

Category of disaster related Activity that
require expenditure reporting
(response/recoveryimitigation /preparedness)

Amount
(Kshs.)

Sub-
programme

CommentsProgramme

56

An ttaal b

Note: There was no information to report on disaster management expenditures.

Columh l Column II Colrrmn
IIT

Column IV
I

Column V Column Column
vIIVI

Expenditure
item
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Annex 9: Other Support Documents

i. Signed confirmations from beneficiaries in Transfers to Other Government Entities

ii. Bank Reconciliations statement as at 30tl' lune,2024

iii. Board ofSurvey Report

iv. Special Deposit Account(s) reconciliation staternent(s)

v. GOK II-MIS comparison Trial Balance.

at
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