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PITOJECT INFOI{MATION AN D OVEIIAI-L PE ITIIOITM ANCE

I.1 Name and registcred officc

Name: Kenya Electricity Modeuiization Project (KIIMP)

Objective: The key objectives of the project are:

'flre Government aims to achieve universal access to electricity by the year 2021. 'fhe
objective project is to assist the government in achievernent of this target by enliancing
electrification access in areas that are not likely to be connected to the grid in the medium
and shorl telm. The project involves development of l0 solar hybrid rnini grid projects to
connect households and public facilities in the selected areas.

The project headquarters offices are in Nairobi, Ker-rya

The address of its registered office is:

Kawi I-louse, Red Cross Road,
P.O Box 34585 - 000100,
Telephone: (254) 2341400, 27 10955,
E-mail : info@rea.co. ke.

Website : www.rea.co.ke

1.2 Proiect Information

1.3 Proicct Ovcrview

l-[rc stratcgic goals ol'thc pro.jcct ilrc as lirllolrs:
(i) l'o connect pLrblic lacilitics in sclcctetl alc.as

(iil I o inclezrsc ilcccss to clcctlicitr .

I irr l'r ) Cil'i,-'lli.i !1 i. t!) rcirir\_-_li . ggt:_lirl,lglr __

t\

Prolect Start Date fhe project start date is 29tl'.lune 2015

Project End Date: fhe project end date is 3Otl' Decenber 2022

Proiect Manager Ihe project coordinator is Mr. Edward Gakuniu

Project Sponsor: Thc project sponsor is International Development Association,
which will contribute 100% of prolect costs.

Line Ministry 1'hc ploject is under the supervisior-r of the Ministry 01'llnergy
and Petroleunr

Pro.iect numbcr 'l'hc pro.iect numt'rer is ll)A CI{l:.1)l'l'NUN4BtrR 558701(E

Strategic goals o1' tlie
proiect

,,\chier cn-rcnt ot acI nllll
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strategic goals

Achievement

stlategic goals

of The project management aims to achieve the goals through the

following means:

(i) To connect public facilities in selected areas

(ii) To connect households in the selected Islands

Other

background

information

project

rmportant

of the

TIie project is being implernented in conjunction with MOE, and

KPI-C

Cunent situation that

the project was formed

to interene

The ploject was formed to intervene in the following areas

The project has two components:

(i) Consultancy

(ii) Construction of Solar Mini Grids

Project duration The project started on 29tl'June 2015 and is expected to rr-rn until

31'r December 2022

(i) mini-grids supplied prefbrably by hybrid generation

systeurs

Construction of1l distribution infrastructure.

1.4 Bankers

l'he following are the bankers for the cument year:

(i) Cerrtral Bank of Kenya (Special Account)

Account No. 1000250682

Nairobi

(ii) Co-operative Ilank

Nairobi Busittess Ceutrc Ilrarrch

,\ccottt.tt No. 0 l 1 i6 l 250 1 (rl0l

Nairobi
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1.5 Auditors

The project is audited by the

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

PROJECT INFORMATION AND OVERALL PERFORMANCE (Continued)

1.6 Roles and Responsibilities

Names and contact details Title
desisnation

Key Qualifications Responsibilities

Edward Gakunju
0722244879
egakunju@rea.co.ke

Project
Coordinator

Master's Degree in
Economic Policy
Management

Overall coordination
Project activities
Responsibilities

of

a Coordinate Project
implemeutation activities
as per the work plan

Prepare project
implementation reports

Attend project
coordination meetings

a

a

Caroline Kamau
01245 l 7005
ckamau@rea.co.ke

Project
Accountant

Bsc
Adrnin(Accounting),
c.P.A (K)

a Preparation of Financial
Reporls for the project
Process of project related
paymerlts

a

Festus Kasonzo
0722 1 38880

fl<asouzo@r'ea.co. ke

Procurement
Specialist

Master's Degree in
Procurement aud
Supplies

a Preparation of projects
procurel.rlent plans

Preparation of bid
doclnnents
Coordiuate terrdelirtg
evalrration ancl avvard

not iflcat ions

Coolclinittitrrt ol
llrocUl'elltent actir ities ol
tlte 1;r'o.icct

a

a

a
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Nicholas Muigai
0122269540
nrnuigai@rea.co.ke

Project
E,ngineer

Bsc in Illectrical
Engineering

World Bank and Government . Project sponsors.
. Review and

approving the
projects withdrawal
applications,
expenditule
justifications, no

obiection requests,

amrual work plan
and budget,
expenditure category
reallocation request.

. Participating in
implementation
snpport missions.

The Ministry Of Energy a Ensures Project's
budget is captured in
its development
Projects
Disbulse the
government
counterpart funding.
Iteview and track
the Project's annual
work plan and

budget against the
set targets and

rnakes the approvals.

Oversee the

execution of the
project coordinating
tear-n.

a

a

a

o Review of project designs
. Analyse all the Technical

aspects ofthe project

\ ll
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The Office Of The Auditor
General

a Mandated to audit
all national
govelnrnent entities,
which include
government
development
projects and present
these statutory
financial statements
to the Parliament.
Facilitate
submission of the
audited report to the
project's sponsors
by 30th December
each year.

a

1.7 Funding summary

The Project is for duration of (6) years from 2015 to 2022 with an approved budget of US$

10M equivalent to Kshs 1,013,000,000 as highlighted in the table below:



>r

C.
tr--

c'ir-
c-
O
t-r\o

s
c.J

\o

$c\

O
O
.ri
o\o\
o\o\

F-
o\

$
cao\
vo\6

r-(\q
N$
\o-
\o

O
\o
ra,(\
N

tr)
o\
o\o\o\

F-
Fr
$
€\o
6-
6

tr-
Nq
\or-q
oo
oo

\or-o\
ca
oo

oi
N

tr)

?a

o\
rn\o

€
(\I

car-
O
r-tr)
oo

O
O
sf
v
F-N

<>(.r ra
a.l\n

ea

N

O
q
O
tr)r-
o\(r)
c-

oO
o^
O
rnc\
crt
tr)
C.l

OO

O
o
O

?a

O
O
O(r)
(--

o
O
O(r)
c\

O
O

)
=a-

5
>/
)'r

I

=)!3
!a ,u)

=./

J

6
=q

z
6<

:!

-=l

=! -=.-)-
.r)

=./

o
Ia

=
=
t

?
!

=
=

= F

()

o
U
H
Uz
z
&o
tu
&ri
F<

F]
F]

ri

z
Z5
<l=a
=aea.at-:=
\i -If
r-+

Z.E Z

\r-rO

vC
4=
Am

(\l
NS
Nsra
q)

A)\
q)

13\)\
ll
I
13

a){
\

.S

US
$q)
o's
{*
E?)

.s!
il
s\\-<!

'ir'i\
sY
i=
='=v\<\



\o
No^
\o
r.-
oo
tJ-i-

\c)
a.I

\t)
r-.
ao
r-.t

\o
O
c.)
\o
O\

af)
\o
r+

tr-.
No\
\o
F-

@
@

O
(a)
o\
tr-
N
oo

OO
tr)

r-r-
6
o\
oo

r-

t-.
C\q
\o
t--
o'\
oo
oo

\o
(--
o)
ca
ooq
o\
C\

O
O
ra)

ra
o\
rn\o

ao

(.{

ca
tr-
o^
F-
r/^)
@

.{-
$
F-
c\

tr) ao(\t
rn

CO

(\l

x

I

t

=
=
!

!:-
It
=
=

:=

=)
7

t

--i-=
=J

- '-)-^
-a

=./

.J -),

I

') /.

=.r'

c)

or\
I{
Uz
\=fa

t*ilri
J
Fl

r-'l

Z

Zu)

7. ;j

:C-

;
-

c.r\
S
c.I

s
aa)

\)

n)

q)

(.)

q)
-s

s
\)
q)

U7

qJ

;\\

J

Q\)
s'\

N)

iJ

iJ
U

v



li e n y u Il I e ct r ic i t.1' NI o rl e r n izrt I i o n l) r oj e c t
Attttttul Report anrl l-inancial Statentents.for thefinonciol _yeur enilerl June 30,2022

PI{OJECT INFOITMATION AND OVERALI- PERFOIfMANCII (Continued)

1.8 Summary of Overall Project Performance:

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

to-date,

ii) Physical progress based on outplrts, outcomes, and irnpacts since project

commencement,

iii) Cornment on value-for-money achievements,

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

v) List the implernentation challenges and recolnmended way forward.

D Budget performance against actual amounts for current year and for

cumulative to-date,

During the year under review, the project received Kshs. 19,976,926 against a final

budget of Kshs. 621,000,000 and incurred a total expenditure of Kshs. 19,976,926 against

a budget of Kshs 621,000,000 resulting to underutilization of Kshs 607,023,074 or

3o/o. The projects' cumulative receipts and payments are Kshs 218,065,903 and Kshs

17 0,189,877 respectively.

ii) I'}hysical progress based on outputs, outcomes and impacts since project

commencement Iludget,

Activities planned lbr thc

reporting period

Activity Implementation Status Narration

Recruitment of consults for

prelin-rinary designs and

envilorunental impact assessmenl

Preparation of bid,

advertisements, opening of bids,

evaluation of bids and awards of

jobs

Cornpleted

I{ecruitnieut o1' transac tion

advisor

I)r'epuration of bid.

aclvcrtiscurents. opcuins o l' bicls"

er aluatir>n of bicls auc[ ar.r alcls ol'

Completed

\l
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jobs

Submission of final report on

preliminary designs and ESIAs

For the ten sites raft final report

in 2018

Completed

Subrnission of bid docurnent by

the transaction advisor

For recruitrnent of construction

contractor

Completed

Recruitment of Construction

contractor

Advertisements, opening of bids,

evaluation of bids and awards of

jobs

Completed

Site handover to the contractor For Seven sites that are ready for

implernentation

Completed

Material manufacture Advance payment processed and

payment done. However,

manufacturer was affecetd by

Covid l9 and has delayed

Ori going

Factory Acceptance Tests For rnaterials already completed

was done virtually

Completed

Delivery of materials Tax exernption obtained,

awaiting shipping

On going

iii) Commentonvalue-for-moneyachievements,

The project was extended and the new closure date is 31't December 2022. The Corporation

is overseeing activities of the construction contractor to ensLrre implernentation of the planned

activities is achieved. The following are the achievenrents: -

l. Preliminary designs for the mini-grids were done trncl conrplcted or.r time

2. ESIA reports vvere done ancl courpletecl or-r time

3. J'ransactior-r advisor recnriteci aucl submittecl biclclintr rlocLrurents [bl recruitnlel]t o1-

construct iorl corltl'actor.

\lt
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4. Construction materials awaiting shipping and delivcry

5. Construction contractor already on site

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

projcct.

Tlre absorption rate is l9Yo compared to the disbursement plan in the Project Appraisal

Document (PAD) this was due to delay by the contractors delivering the materials. As at to

date the Bank has disbursed USD 2,131,523 against a commitment of USD 10,000,000.

v) Implementation challenges and recommended way forward.

a) The world is experiencing a pandemic called COVID-i9. An effort to contain the spread

is social distancing which has drastically affected the progress in material manufacturer,

travel and exchange of documents

b) Lengthy process of land acquisition which has been solved by county and community

engagements

c) Delay by the contractors in manufacturing and delivery of rnaterials.

1.9 Summary of Project Compliance:

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

essential external fi nancing agreements/covenants.

\ lii



I{ e n.1t 1t E I e c t r ic it'1, M o d e r n i zu t i o rr I' r oj e c t
Anrtual R u nd Fittuttcial Statements the.finonciul ygnv ended Jurre 30, 2022

2. STATBMENT OF- I'T'RFORMANCE AGAINST I'IIOJECT'S

I'REDETERMINBD OBJ ECTIVES

a) Section 81 (2) (f) of the Public Finance Management Act, 2012 requires that, at the end of

each financial yeal, the Accounting officer when preparing financial statements of each

National Government entity in accordance with the standards and formats plescribed by the

Public Sector Accounting Standards Board includes a statement of tl-re national goverrunent

entity's performance against predeterrnined objectives.This component will finance

consultancy services, feasibility studies for new investments, training actions and other

activities to support, among others:

b) The key development objectives of the project's 2018-2021plan are to

(i) Preparation of the National Electrification Strategy (NES). The objective of the NES

is to achieve universal access to electricity services meeting applicable standards on quality in

a sustainable manner in the shortest possible time. The strategy should also optirnize

allocation of resources fi'om a country perspective. MoEP will implernent this activity.

(ii) Detailed national technical specifications and. Tliis assistance will suppolt the

teclnical and economic optimizatior-r of the design and construction of electricity networks

needed to supply new users located in areas that are currently not electrified, meeting

applicable standards on service quality. fhis will result in the addition of new standardized

construction units to those currently applied by KPLC and REA. MoEl'} will irnplernent this

activity.

(iiD Regulations for cnforcing quality, on electricity service. Assistance to ERC to

implement a regime on service qr-rality, based on systelnatic monitot'ing of key paraureters

through direct access of the records o1'the infbrtr.ration systeurs r-rsed by KPLC.'l-his lvill also

be cornbined with assessuteut of KPLC's cLrstt)n1crs' courplaints aud cottttt'tercial systetls.

MoE,P thror-rgh ERC will iuplcnrettt this actir itr.

(iv) 1'raining ancl c:rpircitl,buikling. l'his riill l'inarrcc training atrd capacitl LrLrilding and

courmr-rnications tbr the sectol cntitics. in.:ltL.iin* \,lol:1'}. t\l'1.('. Iilr.\. I(l: lli'\('(). I''ctl(ictl
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and EI{C

Progress on attainment of Stratcgic development objectives

For purposes of irnplernentir-rg and cascading the above development objectives to specific

sectors, all the development objectives were made specific, lneasurable, achievable,

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

indicators were identified for reasons of tlacking progress and performance lneasurernent:

Below we provide the progress on attaitting the stated objectives:

In FY 21122 we

were in the

process of

having the

construction

contractor on

site to starl

ploject

implementation.

The project

status is at 43oh

meaning that it

is just

commenced.

Connection of

public facilities

and households

Availability of

electricity in the

selected islands

Kenya

Electricity

Modernization

Project.

Provision of electricity

in selected islands.

tt\
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3. ENVIITONMENTAL AND SUS'IAINAI]ILITY REPOIITING

The Project exists to transform lives. Tliis is our purpose; the driving force behind

everything we do. It's what guides us to deliver ollr strategy. Below is a brief liighlight of

our activities that drive towards sustainability.

1. Sustainability strategy and profilc

The Corporation is comrnitted to promoting sustainable environmental management and

utilization of natural resources to generate socio- economic benefits. Measures were put in

place in 2019120 to ensure sustainable energy resoLlrce management. Among them include:

Inrplementation of the Enelgy Act 2019 through developr.nent and review of various

regulations (in draft forrn) that guides on sustainable r-rtilization of the energy resources;

Formulation of the Kenya Energy Efficiency and Conservation Strategy and Bio-energy

strategy (which aims at promote the development and utilization of bio-energy resources in

Kenya in a sustainable manner) both of which are at draft stage; among others. Other

strategies put in place included protection of riparian land and reforestation of hydro darn

catchment areas thlough direct involvement and also supply of seedlings to the

communities living in project areas.

2. Environmental performance

a. The proposed project was screened by World Bank and assigned an Enviromnental

Category B Partial Assessment, on the assumption that no major civil works will be funded

and no major physical or economic displacernent will take place. Irour safeguard policies

have been triggered for the project. They include (a) OP/BP 4.01 (Environrnental

AssessmenQ; 0) OP/BP 4.04 Q.Jatural Habitats); (c) OP/BP 4.10, (lndigenolrs Peoples);

and (d) OP/BI'> 4.12 (lnvoluntary Resettlement).

b. The World Bank operational policy on Environmental Assessrnent (OP/BP 4.01) has been

triggered, due to the irnplerlentation ol the activities or.rtlined under Components 1-3. The

main potential environmental inrpacts anticipated Ibr the pro.jcct are (a) civil works that

woLrld be lirnited to construction of tlie rnini-grids in rerllotc aleas (Conrponerlt 1),

installation ol'stand-alone s\stcnls lbr houscholcls (Contponcnt I ). installutirrn olsolar PV

lbr vn'ater pumping (Comlronent l). and coustrLlction o['clistlibuiion lincs io conrlect ne$,

custonlers ancl (b) ertr,'irortr-ncrrta[. hcirlth. ancl sat-ctv c()uccrirs arc liiicir to irc,rssociated

\ \'l
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with recycling arrd disposal o1' spent batteries at the end o1'their urseful lives, which is

usually 3-5 years afler deployn-tent. Rechargeable batteries for storing solar enelgy may run

on nickel-cadmiurn Qlli-Cad), r-rickel metal hydride (NiMI-l), lithiun-r-ion (Li-ion), lead-acid

(Pb-A), or leacl-gel (Pb-gel). f'hese batteries should not be disposed in standard landfills

because they can create long-lasting environmental and human health impacts (for

exarnple, headaches, abdorninal discomfort, seizures and comas, cancers, irritation of skin

and respiratory system, burns and damage to skin and eyes, and comosion) due largely to

the heavy metals such as rrercury, lead, cadmium, and nickel and acids. The entire

management processes including de-marrufacturing, collection, storage, recycling,

transport, and disposal may present a challenge to this project and, given the scope of this

World Bank operation, could result in environmental and social risks and impacts, although

these impacts are reversible and localized and can be easily and cost-effectively mitigated.

c. The operational policy on Natural Habitats (OP/BP 4.04) has been triggered, on the

assumptions that the project activities under Components I and 3 are likely to affect the

natural habitats through erection of poles, construction of the rnini-grids, and the

installation of the solat'water purnping equipment.

3. Employee welfare

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

Selectiol Policy; Delegation of PSC llRM Functions to the Cabinet Secretaty, July,2018;

Framework for Short Terrn Employment in the Public Service, May,20l9; and I-luman

Resources Policies and Procedure Manual fbr the l)ublic Service, May,2016. This enabled

the Corporation to promote corunoll cadre under the delegated powers as guided by the

policy taking into consideration gerrder and regional balar-rce.

For skill improvements arrd career progression the Clorporation is guided by Human

Resource Developnrent Policy for the Public Scrvice,.lune.2015 and Guidelines on

Managirrg I'raitring in the Public Sen,ice. 'l-his errabled the Corporation to conducts

incliviclual trainings progtanurcs recir-rirec[ lbt' cat'cr't' ltrogt'cssitlt/prourotit'ru attd those

rcquirecl ip tftc Schcmc.s of Selvice tbr valioLrs citclrcs aucl also groLtl] tt'ainitrgs tbr various

caclres.

\\ ll
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The Corporation ensured tliat all staffs were put on Performance Appraisal System (PAS) as

guided by guidelines for Implen-rerrtation of Perfonnance lteward s and Sanctions in the Public

Selvice and also Perlorrnance Rewards and Sanctions framework.

The Corporation has developed its own Occupational Safety and Ilealth Policy with

reference to made Occupational Safety and Ilealth, AC f of 2007 . A Corporation Committee

on Occupational Safety and Health is in place wliicli ensLlres adherence to OSHA and safety and

security of the staff and Corporation properties.

4. Market place practices

a) Responsible competition practice. (Strict adherence to Annex IV of World Bank

Regulations on Banks Anti-corruption guidelines)

b)Responsible Supply chain and supplier relations- Procurement undertaken in

compliance with WB Procurernent Regulations as per Section 3.7 of the regulations are

as follows;

a. Provide tirnely and sufficient information 1o Bidders/Proposers/Consultants,

including thlough the Notification of Intention to Award and debriefing, so that

Bidders/Proposers/Consultants can both understand the basis for the Borrower's

decision and make an informed decision on whether to lodge a Cornplaint

challenging that decision.

b. Promptly acknowledge Cornplaints received;

c. Resolve Cornplaints promptly and fairly; d. Preserve the confidentiality and

proplietary infonnation of other Applicants/ Bidders/Proposers/Consultants,

including commercial and f-rnaricial information arrd trade secrets as requested by

the Bidders/Proposers/Consultants in their Bids/Proposals;

d. Maintain cornplete records of all debliefings and Complaints and their resolution;

e. For contracts subject to prior rcview, inform the Llank prornptly of any C'ornplaint

sr-rbntitted arid provide thc Ilanli a copy o1'all reler,'ant documents ernd inlbunzrtion:

and

f. Fol'colttracts sub.iect to prior rcvieii. t'hc Client conslrlt r,rith the Bank prompth

and lbrthrightlv throughout th.'('ourplaint revicu anti icstrlution process.

\ \ lli
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c) ltesponsible marketing and aclvertisement-: Ensuring suppliers are given sulficient

time to respond. Provide extensions in even of clarifications lead to substantial clianges

to bidding documents

d) Product stewardship-; we have to ensllre adherence to NEMA in project in-rplementation

is undertaken and well as pursuing "grcen procLlrement "to enslrre that suppliers who

value the envirorunent are encouraged.

5. CommunityEngagements

The Corporation has been carried out the following measures to enhance acceptance of the

projects by the communities around the project area; The Ministry and its Agencies put in

place mechanism for engagement of the people during project irnplementation. Among them

includes operationalization of Stakeholders Coordination Cornmittees and rolling out of

community engagement strategy and policy.

hr addition, the Corporation continued to ensure that local communities were considered for

jobs during the implementation of the energy projects. Local communities were also involved

during land acquisition.
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4. STA'I'I,]MENI' OF PITO.IECl' MANAG I,MENT I{ESI'ONSII}I I,I'I'I ES

'l'he Chicf Execr-rtive Ofhcer, I{ural Illectrillcation and ILencwable lrnergy Corporzrtion anc'l

the Project Manager are responsible fbr the preparation and presentation of thc Pro.jcct's

financial statements, which give a true and fair view o1'the state of alfairs of'the I)roject for

and as at the end of the financial ycar ended on .lune 30,2022.

1'his responsibility includes: rlaintaining adequatc financial management arrangernent and

ensuring tliat these continue to bc effective thror-rghout the rcporting period; maintaining

proper accounting records, which disclose with reasonable accul'acy at any tir-ne the

llnancial position of the project, designing, irnplementing and maintaining intemal controls

rclevant to the preparation and fair presentation of the financial statemcnt, and ensuring

that they ale fiee from material misstatements, whether due to en'or or ti'aud; safcguarding

the assets of the project; selecting and applying appropriate accounting policies and

n-raking accounting estimates that are reasonable in the circumstances.

The Chief Executive Officcr and the Project Manager for KIIMI'] Project accept

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

Basis Method of Financial I{eporting, using appropriate accounting policies in accordance

with international Public Sector Accounting Star-rdards (IPSA).

The Chiel'Executive Officer zind the Project Manager {br KIIMP Pro.iect are ol tl-re opinion

that the Project's financial staternents give a true and fair view o1'thc state o1' Project's

transactions during the finar-rcial year ended June 30, 2022, and o1- the Project's fiiancial

positior-r as at that date. Thc Chiel'Ilxecutive Olhcer anci tlie Project Manager lbr fr-uther

conflrm tl,e completeness of the accounting records mair-rtained for the Projcct, whicl-r have

been relied upon inthe preparation of the Project f-rrrancial statcments as well as the adequacy

of the systems of internal financial control.

'l.he Chiel'Executive Officer arrd the Project Manager lor KIr.MI'} Projcct conlrnl that the

Prcl-jcct has complied {irlly r.r,ith applicable Govenmreut l{cgr-rlations arrd thc tcntrs ol'extcutal

linancing cotrcuzutts" and tltat [)ro.lect liurds receivcd cluring tlre linancial 1,car uncler aLrc]it

r,rere usccl lbr thc etigiblc purposcs lirr uhiclt tltci uerc iuteuclctl antl ricrc prroltcrlr,

accor.rntecl lbr.

\.\
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Project Accountant
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REPUBLIC OF KENYA

OFFICE OF THE AUDITOR-GENERAL

E n ha nc ing A ccowtla bi li ty

HEADqUARTERS
Anniversary Towers

Monrovia Street
P.O. Box 3oo84-oo1oo

NAIROBI

REPORT OF THE AUDITOR.GENERAL ON KENYA ELECTRICITY MODERNISATION
PRoJECT (tDA CREDTT NO.5587-KE) FOR THE YEAR ENDED 30 JUNE, 2022 -
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 LaMulness and Effectiveness in Use of Public Resources which considers
compliance with applicable !aws, 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 intended purpose.

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

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

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

REPORT ON THE FINANCIAL STATEMENTS

Opinion

I have audited the accompanying financial statements of Kenya Electricity Modernization
Project set out on pages 1 lo 34, which comprise of the statement of financial assets as

Report of the Auditor-Generql on Kenya Electricity Modernisation Project (lDA Credit No.5587-KE) for the year
ended 30 June, 2022 - Rural Electrification and Renewable Energt Corporation



at 30 June, 2022, and the statement of receipts and payments, statement of cash flow
and 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, the financial statements present fairly, in all material respects, the financial
position of the Kenya Electricity Modernization Project as at 30 June, 2022 and of its
financial performance and its cash flows for the year then ended, in accordance with
International Public Sector Accounting Standards (Cash Basis) and comply with the
Public Finance Management Act, 2012 and Financing Agreement No.5587-KE dated
29 June, 2015, between the lnternational Development Association (!DA) and the
Republic of Kenya.

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

Basis for Opinion

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

Key Audit Matters

Key audit matters are those matters that, in my professional judgment, 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 Matter

Delay in Proiect lmplementation

As disclosed in paragraph 1.2 of the Project information and overall performance, the
Project was earmarked to close on 30 December,2022 following a one (1) year extension
of the initial end date of 30 December 2021. However, Note 1 .7 on funding summary
indicates that the Donor had made commitment amounting to Kshs.1,013,000,000
equivalent of USD 10,000,000 as at 30 June, 2022. However, actual drawdowns during
the project life amounted to Kshs.218,065,903 equivalent to USD 2,131,523 leaving
Kshs.894,934,097 or 80% of Donor commitment undrawn. The credit is set to lapse
without being fully utilized and the project's planned deliverables earmarked for
completion using the funding may not be realized.

Report of the Auditor-General on Kenya Electricity Modernisqtion Project (lDA Credit No.5587-KE) for the year
ended 30 June, 2022 - Rural Electri/ication and Renqaable Energt Corporation
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ln the circumstances, the Project's objectives are unlikely to be achieved and hence affect
the benefits that should have accrued to the citizens.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

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

lrregular Payment of Supply of Solar Power Generation Plants

The statement of receipts and payments reflects expenditure of Kshs.19,976,926 in
respect of acquisition of non-financial assets. The expenditure includes two payments of
Kshs.5,163,253 and Kshs.14,813,673 to an internationalcompany as advance payments
and invoice settlement for supply of materials for a solar photovoltaic power generation
plant respectively.

Review of the payments and other contract documents revealed the following anomalies;

i. The contract between the Corporation and the Supplier provided that the effective
date of the contract will be after fulfilment of conditions which included execution of
contract by both parties, submission of performance security by the contractor,
advance payment to the contractor and submission of documentary credit to the
contractor. In addition, the contract provided that if the conditions are not fulfilled
within two months from the date of the contract because of reasons not attributable
to the Contractor, parties shall discuss and agree on equitable adjustment to the
contract. However, the conditions were not fulfilled and an adjustment to the contract
in form of an addendum to the Contract was signed on 15 July, 2021, which was over
20 months from the date of the contract, extending the contract period to
31 July, 2022. Further, reasons for non-execution of the contract within two months
from the contract date and a notice of extension were not provided for audit review.

Management paid an advance amount of Kshs.S,163,253 on 30 June, 2022, which
was 1O% of the total contract sum. However, the contract provided for 10% advance
payment on total Carriage and lnsurance Paid (ClP) amount. According to
subsequent invoices from the contractor, only equipment valued at Kshs.14,799,596
had been invoiced as at 30 June, 2022, therefore an advance payment of
Kshs.1,479,960 was due to the Contractor. The resultant variance of Kshs.3,683,293
was not supported by invoices and shipping documents.

The contractor was paid full invoice amount of Kshs.14,799,596 in respect of
equipment delivered, despite an earlier payment of 10o/o advance on the total contract
sum, and the contract requirement to withhold 10% of the invoice amount until
issuance of a completion certificate. Further, no withholding tax was deducted and
remitted to the Kenya Revenue Authority (KRA). Consequently, the Contractor was

Report of the Auditor-General on Kenya Electricity Modernisation Project (lDA Credil No.5587-KE)for theyear
ended 30 June, 2022 - Rural Electrification and Renewable Energt Corporation

3



overpaid by an amount of Kshs.2,959,914 in respect of the deliveries invoiced in
June, 2022.

ln the circumstances, Management was in breach of the contract and the law in respect
of withholding tax retention.

The audit was conducted in accordance with ISSA! 4000. The standard requires that I

comply with ethical requirements and plan and perform the audit to obtain assurance
about whether the activities, financial transactions and information reflected in the
financial statements are in compliance, in all material respects, with the authorities that
govern them. I believe that the audit evidence I have obtained is sufficient and appropriate
to provide a basis for my conclusion.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1)(a) of the Public Audit Act, 2015, based on the audit
procedures performed, I confirm that, nothing has come to my attention to cause me to
believe that internal controls, risk management and overallgovernance were not effective.

Basis for Conclusion

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

Responsibilities of Management and those charged with Governance

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

ln preparing the financial statements, Management is responsible for assessing the
ability of the Project to continue sustaining services, disclosing, as applicable, matters
related to sustainability of services and using the applicable basis of accounting unless
Management is aware of the intention to terminate the Project or cease operations.

Management is also responsible for the submission of the financial statements to the
Auditor-General in accordance with the provisions of Section 47 of the Public Audit Act,
2015.

ln addition to the responsibility for the preparation and presentation of the financial
statements described above, Management is also responsible for ensuring that the
Report of the Auditor-General on Kenya Electricity Modernisation Project (lDA Credit No.5587-KE) for the year
ended 30 June, 2022 - Rural Electrification and Renewable Energt Corporation
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activities, financial transactions and information reflected in the financial statements are
in compliance with the authorities which govern them, and that public resources are
applied in an effective way.

Those charged with governance are responsible for overseeing the financial reporting
process, reviewing the effectiveness of how the entity monitors compliance with relevant
legislative and regulatory requirements, ensuring that effective processes and systems
are in place to address key roles and responsibilities in relation to governance and risk
management, and ensuring the adequacy and effectiveness of the control environment.

Auditor-General's Responsibilities for the Audit

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

ln addition to the audit of the financial statements, a compliance audit is planned and
performed to express a conclusion about whether, in all material respects, the activities,
financial transactions and information reflected in the financial statements are in

compliance with the authorities that govern them and that public resources are applied in
an effective way, in accordance with the provisions of Article 229(6) of the Constitution
and submit the audit report in compliance with Article 229(7) of the Constitution.

Further, in planning and performing the audit of the financial statements and audit of
compliance, I consider internal control in order to give an assurance on the effectiveness
of internal controls, risk management and overall governance processes and systems in
accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 2015 and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of
the internal control would not necessarily disclose all matters in the internal control that
might be material weaknesses under the lSSAls. A material weakness is a condition in

which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements caused by error or fraud in

amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of
perform ing their assig ned functions.

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

Report of the Auditor-General on Kenya Electricity Modernisation Project (lDA Credit No.5587-KE) for the year
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As part of an audit conducted in accordance with lSSAls, I exercise professional
judgement and maintain professiona! skepticism throughout the audit. ! also:

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

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

. Conclude on the appropriateness of the Management's use of the applicable basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the ability of
the Project to sustain its services. lf ! conclude that a material uncertainty exists, I am
required to draw attention in the auditor's report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to modify my opinion. My
conclusions are based on the audit evidence obtained up to the date of my audit
report. However, future events or conditions may cause the Project to cease to sustain
its services.

. Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

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

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

I communicate with Management regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in
internal controlthat are identified during the audit.

I also provide Management with a statement that I have complied with relevant ethical
requirements regarding independence, and communicate with them all relationships and
other matters that may reasonably be thought to bear on my independence, and where
applicable, related safeguards.

CPA
AUDITOR.GENERAL

Nairobi

09 December,2022
Report of the Auditor-General on Kenya Electricity Modernisation Project (lDA Credit No.5587-KE) for the year
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7. STATEMEN'T OF FINANCIAI, ASSIITS AS AT 30III .IUNII2022

Description
Note 2021-2022

KShs
FINANCIAL ASSETS
Cash ancl Cash Bquivalcnts

Bank Balances
47,911,618

Cash Ilalances 1 1.B

Cash Equivalents (short term deposits) 11.C

I 1.A

12

13

14

I)rojcct M:rnagcr

47,,917,,619

2020-2021
KShs

47,922,544

47,922,544
Total Cash and cash equivalents

Accounts receivables - Imprest and
Advances

TOTAL FINANCIAL ASSETS

FINANCIAL LIABILITIES
Payables-Deposits and Retentions
REI'RESENTED I}Y

Fur-rd balance b/iwd

CPA Peter Mbugua

Chief Executivc olllccr

47,917,618 47,922,544

41,922,544 50,854,016

Prior year adjustments 15

Surplus/Deficit for the year
(4,926) (2,931,472)

NET FINANCIAL I'OSITION
47,917,618 47,922,544

The accounting policies and explanatory notes to these financial staternents forrl an integral part

of the financial statements. The financial statements were approved on ? =\ 1 ZOZZ

and signed by
(_

J
Iidrva Gakuniu Carolinc K:rmau

Pro.jcct Accountalrt
ICPAI< Vlcnrbcr No:8665
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II. STATEMIINI'OF CASIIFI,OW FOIT TIIE YIIAR ENDED J()I]II JIJNB 2022

Description
!

I

CASHFI-OWS FROM OPERATINC ACTIVITES
Receipts
-lrarrsl'cr liom Goverttlttertt elttities

Proceeds fi'ont domestic and foreign grants

Miscellaneous receipts
'Iotal Receipts
l)ayments
Contpensation of ernployees

Purchase ofgoods attd services

Social security benefits

Transfers to other govenlttlent entitics

Other grants and transfers

1'otal Payments
Adjustments during the year
Prior year adjustntents

Decrease/ (increase) in accounts receivables

Increase/(decrease) in accounts payable

Net cash flow from operating activities

CASHFLOW FROM INVESTING ACTIVITIES
Acquisition of non-fi nancial assets

Net cash florvs from lnvesting Activities

CASHFLOW FROM FINANCING ACTIVITIES
Procecds fi'onr foreign borlowings

Net cnsh flow from financing activities

NETINCRIIASE IN CASH AND CASH
EQUIVALENT
Cash and cash equivalcnt at beginlting of the Ycar

Cash and cash equivalent at end of the Ycar

The accounting policies and explanatory
of the financia
and signed by:

Note 2027-2022
KShs

4,926

7020-2021
KShs

(6,048)

I

2

4

5

6

7

9

l0

l5
16

t7
(4,926) (6,048)

8 (19,916,926) (l1,925,425)

(19,976,926) (71,925,425)

J 19,916,926 69,000,001

19,916,926 69,000,001

(4,926)

41,922,544

(2,931,412)

50,854,016ll

ll 47,917,618 47,922,544

notes to these financial statements lbrnt al1 ilttegral part

I staternents. l'hc entity financial statemellts were approv ecl otr ? -''\ c1 2022
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l{ e r t.y, 11 E I e c t r ic i t1, M o rl e r n i z.u t i o n P ro.j a c t
Atrrrruil Report and I'-inartciul Stotentetrts./br theJinnnciill yeov ended June 30,2022

I O. SIGNIFICANT ACCOUN'IING POI,ICIES
'fhe principal accounting policies adopted in the preparatiori of these finar-rcial statements

are set out below:

10.1 Statement of compliancc and basis of preparation

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

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

out in the accounting policy r-rote below. This cash basis of accounting has been

supplemented with accounting for; a) receivables that include imprests and salary advances

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

and conforni to the form of presentation prescribed by the PSASB.

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

10.2 Reporting entity

The financial staternents are fol the Project KEEP under the National Government of

Kenya. The financial staternents are for the reporting entity Project 50MW Solar Power

Plant as requiled by Section 8l of the PFM Act,2012 .

10.3 Reporting currency

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

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

Shilling.

10.4 Recognition of receipts

The Project recognises all receipts frorn the various sources when the event occLrrs, and the

related cash has actually been received.

i) Transfers from the Exchequer

'l'ransfer fiom Excheqller is recognized ir-r the books of accounts when casl-r is received.

Cash is consideled as received when payrnent instruction is issued to the bank and

notified to the receiving entity.

ii) Ilxtcrnal Assistancc

External assistance is mouies receivecl thror-rgh grants and Ioans fl'our utultilateraI and

bi Iateral clevclopnrent partuers.



l(en1tu Electricitlt Morlernizrttion Project
Annuul Report und P-ittrtttciol Stotenrcnts .for thcfinonciul .tteur endcd June 30, 2022

SIGNIFICANT ACCOUNTING POLICIES (Continuecl)

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.

a)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 of grant/donation in kind, such grants are recorded upon receipt

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

value date indicated on the payment advice.

b)Proceeds from borrowing

Borrowing includes external 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.

c) Undrawn external assistance

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

to funding fol the Project currently under development where conditions have been

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

continue to cornpletion. An analysis of the Project's undrawn external assistance is shown

in the funding summary.

10.5 Itecognition of payments

The Ploject recognises all payments when the event occllrs, and the related cash has

actually been paid out by the Project.

i) Compensation to cmployccs

Salaries arrd Wages, Allowzuices. Statutory Contribr-rtion lbr employees arc recogrrized in

the period w'hen the conlpcltsirtioit is paic1.

6
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SIGNIFICANT ACCOUNTING I'OLICIES (Continucd)

ii) Use of goods and services

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

consuned and paid for. If not paid for duling the period where goods/services are

consumed, they shall be disclosed as pending bills.

iii) Interest on borrowing

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

iv) Repayment of borrowing (principal amount)

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

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

consolidated fi nancial statements.

v) Acquisition of fixed assets

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

cost of acquisition and proceecls fiorn disposal of these items are treated as payments and

receipts iterns respectively. Where an asset is acquired in a non-exchange tt'ansaction fbr rril

or norninal consideratiop apd the fair value of the asset can be reliably established, a contra

transaction is recorded as receipt and as a payrnent.

A fixecl asset register is maintained by each public entity and a slrlllmary provided for

pulposes of cor-rsolidation. This summary is disclosed as an annexure to the consolidated

financial statements.

10.6 In-l<ind donations

1-r-kind contributions are dorrations that are made to the Project in the form of actr,tal goods

ancl/or services rather than in uroney or cash tenls. These douations rnay include vehicles.

equipment or personne I scrvices. Where the financial valtle received fbr in-kirld

coltributiops ciln be reliably,cletcnlined. the I)roject irrcludes such vallte in the statculeut o1'

receipts auci 1ta;-ureuts lrotli us r.'ceipts ancl as pzlvntr-tlts irt cqtral atld ollpositc allloLlllts:

otherr.r,ise. thc cotrtliblttion is llot fccol'dcd.

1
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Artrt tttrl Reltort und I;itrurtciul Stutements .for the ttded,Iunc 30,2022

SIGNIFICANT ACCOTJN'I-ING POI,ICIES (Continued)

10.7 Cash ancl cash cquivalcnts

Cash and cash eqr-rivalents complise cash on harrd and cash at bank, short-terrn deposits on

call and highly liquid investtnents with an original matr-rrity of thlee rlonths or less, which

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

changes in value. Bank account balances irrclude amounts held at the Cerrtral Bank of

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

F-or the purposes of these financial statements, cash and cash equivalents also include short

teul cash imprests and advances to authorised public officers and/ol institutions which

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

10.8 Restriction on cash

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

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

use as required by stipulation. Amounts maintained in deposit bank accounts are restricted

for use in reiirnding third part deposits.

10.9 Imprests and Advances

For the purposes of these financial statements, irlprests and advances to authorised pr-rblic

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

financial year is treated as t'eceivables. 'l'his is ir-r recognitior-r of the govel'l'lllcltt practice

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

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

accounts receivables are disclosed in the financial statements.

10.10 ContingcntLiabilitics

A contirrgcnt liabilitv is:

a) A possible obligation that arises [r'om past cvents aurcl vr,'hose cxisterrce rvitl bc

cotrfirtrtec-l ortll' br the occurt'elrcc ()l' lton-()ccrrn'cnce ol'oltc ()r ltlore Llltccl'tain lLrtLrre

cvents uot r,r,hollr within tltc contnrl ol'the cutitr: or'

Lr) z-\ prescltt trbligatiolt that ariscs ll'onl l)llst e\cnts lrut is rrot lcctrsniscrl Lrceurrse .
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SIGNIFICANT ACCOUNTING POLICIES (Continuecl

i) It is not probable that an outflow o1'resouroes ernbodyirlg econolnic benef-rts or

service potential will be required to settle the obligation; or

ii) 1'he amount of the obligation cannot be measured with sulficient reliability.

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

indernnities. Letters of comfort/ supporl, 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 of an outflow of

resources embodying economic benefits or service potential is remote.

Annex 5 of this financial staternent is a register of the contingent liabilities in the year.

10.11 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 uotes to the

fir-rarrcial staternents. Contingent assets are assessed continually to ensllre that

developments are appropriately reflected in tl-re financial statements. If it has become

virtually certain that an inflow of economic benefits or service potential will arise and the

asset's value can be measured reliably, the asset and the related revenLle are recogllized in

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

10.12 I'>ending bills

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

contracted goods or services during tl're year or in past years. As pending bills do not

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

'off-balance' Wlien the pending bills are finally settled, such payments are included ir-r tlie

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

,-)
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SIGNIFICANT ACCOUNTING POLICIES (Continued

10.13 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 parlicipating

developrnent partners, as detailed in the Goverrunent of Kenya Budget Printed Estirnates

for the year. The Development Projects are budgeted for under the MDAs but leceive

budgeted funds as transfers and account for thern separately. These transfers are recognised

as inter-entity transfers and are eliminated upon consolidation. A high-level assessment of

the Project's actual perfonnance against the comparable budget for the financial

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

10.14 Third party payments

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

in form of loans and grants. These payments do not constitute cash receipts and payments.

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

payments. During the year, Kshs 19,976,926 being loan disbursernents were received in

forrn of direct payments from third parties.

10.15 Exchange rate differences

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

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

currencies during the yearlperiod are converted into the fur-rctional currency using the

exchange rates prevailing at tlie datcs o1'the transactions. Any fbrcigr-r exchzrnge gains and

losses resr"rlting fi'om the settlemeut ol suclr transactior-rs ancl h'onr the trauslation ert year-

end excharlge l'ates ol'u-ronetarv assets and liabilitic-s dr'u()urinatecl iu tbreign culrencics are

recognised in the stateulc-uts o1'r'cceilrts ancl par nteuts.

llt
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SIGN CANT ACCOUNTING POLICIES (Continued

parative figures

comparative figures for the previous financial yearlperiod have been

dr reconfigured to conform to the required changes in financial statement

presen

10.17 Subsequent events

There been no events subsequent to the financial yearlperiod end with a significant

impact the financial statements for the year ended June 30, 2022.

10.18 Plior period adjustments

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

year(s).

of these

and details of these prior period adjustments are presented in note 15

10.16

Where

statements

il



I{enys EIectricity Nlodernization Project
Anrrual Report and Finuncial Statententsfor tlte financiul),ear eruled June 30,2022

1 1. NOTES TO THE FINANCIAL STATEMENTS

1. Transfers from Government entities

These represent counterpart fundir-rg and other receipts fi'om governrnent as follows

KShs KShs
Cumulative
to date (from
incention)

Description

202t-2022 2020-202L

Counterpart funding through Ministry of Energy

Counterpart funds Quarter 1

Counterpart funds Quarter 2

Counterpafi funds Quarter 3

Counterpart funds Quarter 4

Total (Annex 2)

Other transfers from government entities

Ministry of Finance

Appropriations-in-Aid

Total

"Other transfers from government entities" is not the counterpart funding which is the

government's share of contribution towards tlte implementation of the project as mandated by

the Project Agreement.
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?_0??

NOTES TO THE FINANCIAL STA'I'EMENTS (Continued)

11. Cash And Cash equivalents

Description 2021-2022 2020-2021

KShs KShs

Bank accounts Qrlote 1 l.A) 47,917,618 47,922,544

Cash in hand (l{ote I l.B)

Cash equivalents (short-terrn deposits) Q.,lote I 1.C)

Total 47,9L7,618 47,,922,544

The Project does not operate a bank account.

11. A Bank Accounts

Project Bank Accounts

The Project does not operate a bank accoLlnt

Description 2021-2022 2020-202L
KShs KShs

Foreign Currency Accounts

Total foreign currency Balances

Local Currency Accounts
Co-operative Bank of Kenya [A/c No. 0l1301250163] 47,917,618 41,922,544

Total local currency balances
47,911,618 47,922,544

Total bank account balances
47,917,618 47,922,544

1')



Ii e n.t' u Ii I e c t r i c i t.y tll ul e r n i z.t r t i o r t P t' o.j e c t
Arrtiuul Report nnd Finunciul Stutements o r the.fitttrrrciul _yeur ended ,lune 30, 2022

Special Deposit Accounts

'fhe balances in the Project's Speciai Deposit Account(s) as at 30tr' Jure 2021 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.

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

were voted in the year. These funds have beer-r reported as loans/grants received in the year under the

Statement of Receipts and Payrnents.

Snecial Denosit Accounts Movement Schedule

2O2O/21, 2O2:O/2!

Usd Kshs
2OL9/2O 2OL9/2O

Usd Kshs

KEMP A/COl2a94s6sO
Opening Balance 79.80 8,1_O3.OO 79.aO 8,103.OO

Closing Balance 79.aO 8,1O3.OO 79.aO 8,1O3.OO

'l'he Special Deposit Account(s) reconciliation statement(s) has (have) been attached as Appendix ii

support these closing balances.



Ii e r r.1, 1 1 I i I e c I r i c i t.1t iVI o r I e r n i z,r t t i o tt P t' o.j e t' t
Arttruul Report onl F-itrot'tcitl Stutantents.fbr the.firtutrciul yeor enrled June -i0,2022

NOTES 1'O THE FINANCIAL STATEIVIIiNTS (Continuecl)

11 I] Cash in hand

Location I

Locatior-r 2

Location 3

Other locations (specfy)

Total cash in hand balances

11 C Cash equivalents (short-term deposits)

Kenya Commercial Bank [A/C No......]

Co-Operative Bank of Kenya [A/C No......]

Others (Specrfl)

Total

12. Imprests and Advances

Government Imprests

Salary advances

Total

1l



L e t t.t' tt l'-' I c c t r i ci tt' :VI o d e r r t i i.rt t i o rt P r o.j e c t
Annuul llepo rt und l'-inunciul Stutements ()r the.financiul leer ended.lurte -i0,2022

NOTIIS TO THE FINANCIAI- SI'ATEMENTS (Continucd)

12b: Breakdown of Imprcsts and Aclvances

Kshs KshsKshs Kshs Kshs

Officer 1

Offtcer 2

Officer 3

Officer 4

Officer 5

Programme 1

Total

13. Deposits and Retention Monies

14, Fund llalance Brought Forward

Retention

Deposits

Total

50.854,01647,922,544Bank accounts

Cash in lrand

Cash eqLrivalents (short-ten-n deposits)

Outstancling irtrprcsts ttttd advattces

50.851,0 r 6I7,9 2 2.5-tll'otal

1i
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Artrtutl Report und l;inuncial Stotements Jitr tlte.finunciul .t,eur enderl June 30, 2022

NOTES TO THE FINANCIAL STATEMENI'S (Continuecl)

15. Prior Year acljustmcnt

Bank account Balances

Cash in hand

Accounts Payables

Receivables

Others (specfy)

Total

16. Changes in Receivable

17. Changes in Accounts Payable

Change in payables

Opening Receivables as at I't luly 2022

Closing account receivables as at 30tl' June 2022

Change in Receivables

Deposit and Retentions as at I't July 2022

Closirig accounts payablcs as at 30tl' June 2022

') (''
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Artnual Report ond Firtuttciul Stntements Jbr the.fitruncial -1teur enderl June 30, 2022

1

12. OTHER IMI'ORTANI' DISCLOSUT{ES

Pending Accounts Payable (Sce Annex 3a)

Construction of buildings

Construction of civil works

Supply of goods

Supply of services

Total

2. Pending Staff Payables (See Annex 3b)

Senior management

Middle management

Union employees

Others

Total

-)



I{enyo Electricitlt Moderttization Project
Attrtr.tctl Report und FinonciulStdementsfor theJinanciul _year ended June 30,2022

OTHEI{ IMPORTANT DISCLOSURES (Continued)

3. Other Pending Payables (See Annex 3c)

Amounts due to National
Government entities
Amounts due to County
Government entities
Amounts due to third
palties

I l,talt

4. External Assistance

a). External assistance relating loans and grants

External assistance received as grants

External assistance received as loans
19.976.926 69.000,001

External assistance received in kind- as payment
by third parties

Total 19,976,926 69,000,001

External assistance received as loans
19.976,926 69,000,001

External assistance received as grauts

Total
19,976,926 69,000,001

s
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Ifu n.y u E I ec t ric it.y ilIode rn izutio n P roj e ct

Artnuul Report und l-itttutciul StutententsJbr theJinunciol yg11t' ended June 30, 2022

OTHITR IMPORTANT DISCLOSURES (Continued)

b) Undruwn external ossistonce

690,773,073 690,749,999Undrawn external assistance - loans

124166.024 124.166.024I Indrawn external assistance - srants

814,916,023814,939,097Total

c) Cl.asses of providers of external assistance

Multilateral donors

Bilateral donors

69,000,00119,916,926In tern ati ona I as s i stanc e or ganrzation - O h' ID

NGOs

National Assistance Organization

19,976,926 69,000,001Total

0
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Artrtr.tnl Report and Filtancinl Stutenrcntsfor thefinuncial yeur ended June 30, 2022

OTHER IMPORTANT DISCLOSURES (Continued)

d. Non-monetary external assistunce

Goods

Services

Total

e Purpose and use of external assistance

Total

Compensation to employees

Use of goods and services

Subsidies

Transfers to other Government entities

Other grants and transfers

Social Security benefits

Acquisition of assets

19,976,926 69,000,001
Finance Costs including loan interest

Repayrnent of principal on domestic and foreign
bon'owing
Other payments

79,976,926 69,000,001

l{)



l( e n.1, x I i I e c t r i c i t.1: tW o d e r n i z, r t t i o n P r oj e c t
Anrtttttl Report und l;inuncial Stutentents.for the finunciol .yts11v enrlerl June 30, 2022

OTHlill IMPOltl-ANT DISCLOSUITES (Continucrl)

f. Externul Assistuncc paid by thirrl parties on behalf of the Ilntity h),Source

This relates to external assistance paid directly by third parties to settle obligations on behalf of

the entity.

19.976.926 69,000,001
International assistance organization- OPEC
Fund

Total
19,976,926 69,000,001
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