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L Acronyms and Glossary of Terms
ADB African Development Bank
ADF African Development Fund
CBK Central Bank of Kenya
CPA Certified Public Accountant
EIK Environment Institute of Kenya
LU European Union
FY Financial Year
GK Government of Kenya
ICPAK [nstitute of Certified Public Accountants of Kenya
[PSAS International Public Sector Accounting Standards
KeNHA Kenya National Highways Authority
Kshs. Kenya Shillings
KISM Kenya Institute of Supplies Management
L.SK Law Society of Kenya
MRT Ministry of Roads and Transport
NEMA National Environment Management Authority
PAGDA Pillar Assessed Grant or Delegation Agreement
PAP Project Affected Persons
PFM Public Finance Management.
PSASB Public Sector Accounting Standards Board
SDG Sustainable Development Goals
TNT National Treasury

UA Unit of Account
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2. Profect Iifformation jand Overall Performance

I
I
Name anfl ”cgistcre
r‘
x

2.1 office

The projdet’s official name is (Bagamoyo-HoroHoro-Lunga Lunga - Malindi Road Project:
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Project Information and Overall Performance (Continued)

2.2

Project Information

Project Start Date:

The project start date is 10™ June, 2020 for ADB and ADF 1oans

The project start date is 25" November, 2022 for EU PAGoDA Grant

Project End Date:

The project end date is 31% December, 2025 for ADB and ADF Loans
The project end date is 31% December, 2026 for EU PAGoDA Grant

Project Manager:

The project manager is Eng. Cleophas Makau

Project Sponsor:

The project sponsor is:  African Development Bank, = African
Development Fund, The European Union & The Government of Kenya

2.3

Project Overview

Line Ministry/State
Department of the

project

The project is under the supervision of the State Department of Roads

under the Ministry of Roads and Transport

Project number

P-Z1-DBO-129

Strategic goals of the

project

The strategic goals of the project are as follows:
(1) Integration of East African Transport Corridors Networks

(i)

Connecting Kenya and Tanzania

Summary of Project
Strategics for
achievement of strategic

goals

The project management aims to achieve the goals through  the

following means:

(i) Realisation of the regional road improvements, implementation of
effective transit operations on the corridor and an efficient One
Stop Border Post operation at Lunga Lunga/Horohoro

(if) Scaling up the quantity and quality of road infrastructure, which

carry significant proportion of freight transport, about 90%, has

gained prominence in both countries” development plans.

Other important

background information

of the project

The project will enhance regional integration, trade, tourism. blue
cconomy and socio-cconomic development in the coastal corridor of the
two Countries and by extension (o the EAC Region and Horn of A frica.
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Project Infofmation and Overall Performance (Continued)

Arcars thatfthe praject | The project was formed to intervene in the following arcas:
was formed fo intdrvene (i) Contribution to increased regional and international trade

between Kenya and Tanzania using the Lunga Lunga/Horohoro

border.
(11) Reduction of cost of travel
Project dughtion The ADB and ADF loans started on 10™ Junc 2020 and is expected to

run until 31%' December 2025 while the EU grant started on 25"

ovember, 2022 and is expected to run until 31*" December 2026

\/
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Project Information and Overall Performance (Continued)

2.4 Bankers

The following are the bankers for the current year:

(1) Co-operative Bank of Kenya

Upper Hill Branch

Nairobi

Account No: 0114 1160979900

2.5 Independent Auditor

Auditor General

Office of the Auditor General
P.O Box 30084-0100

Nairobi

2.6 Roles and Responsibilities

Below is the list the different people who are working on the project;

- ; : Key 2 e s
Names I'itle designation Yy . Responsibilities
I
qualification
Ene. Henry Gakuru Ag. Director- Registered Project Implementing Team
B . 5 J : ~ .
b Y Development Engineer lLeader
. . Deputy Director-Special | Registered . L
I:ng. Cleophas Makau X put. l 5 = Project Engineer
Projects. Engineer :
Deputy Director- Registered Project Environmental &
Mr. Walter B. Nyatwang’a | Environment & Social Environmental Social Safeguards
o o
Safeguards Specialist Specialist

Ms. Norah Odingo

Corporation Secretary /
Deputy Director -Legal
Scrvices

Advocate of the
High Court of
Kenya

Project Legal Specialist

Mr. Chanje Kera

Deputy Director-

Certified Public

Project Financial Specialist

Mr. Richard Kilel

IF'inance & Accounts Accountant
Assistant Director- o .
Registered Project Procurement

Supply Chain
Management

Vi

Member KISM

Specialist
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Project Infofmatipn and Overall Performance (Continued)

ADB, Euro 3D.000000 by EU/& UA 46,360,000 by ADF equivalent to Kshs 29,634,340,257 at the
closing exchdnge rdtes of 152.9815 for the Euro and 183.8415284 for the UA, and an amount of Kshs
151,021,266 by GIJ as highlighted in the table below:

2.4 Fuding pummary
The Project was forfa dLalonfi five and half years with an approved budget of Euro 108,000,000 by

A. Sources of Fun
Source of Donor Commitment Amount Received to date — Undrawn balance to date -
funds (30.06.2023) (30.06.2023)
dodbr Amaunt in Amount in Amount in
Curfede onor Kshs Donor Kshs Donor Kshs
’ y Currency Currency Currency
({4) (4) (B) B’) (A)-(B) (A)-(B)
(i)Loan T
African
Developme uro 108,000,000 | 16,522,002,000 | 11,246,080 | 1,720,442,161 | 96,753,920 | 14.801.559,839
Bank (ADI
African I
Developmegt JA 46,360,000 8,522,893,257 | 11,429.414 | 2,101,200,990 | 34,930,586 6,421,692,267
Fund (AD i
(ii) Grant |
'U‘I']rl‘(’)ﬁ“(“l” Edro #),ooo 000 | 4,589.445.000 | 1388421 | 212,402,794 | 28,611,579 | 4.377.042,206
(iii)Countérpart uﬂs f
Governmeht Kéhs [
of Kenya ) J - 151,021,266 - 151,021,266 - -
Total J | / 29,785,361,523 4,185,067,211 25,600,294,312
B. Applicatibn of Funds
/i Il
Applicalion Amount r#ccived to date — (30th June Cumulative Amount paid to | Unutilised balance to
of fund | 2023) date — (30th Junc 2023) 30th June 2023
] (1) (A°) (B) (B (A)-(B) (A°)-(B’)
Qi l_)_(m(f' T/\mount in Amount in Amount
prrrency Donor Donor in Donor
|| Currency KSHS Currency | KSIHS | Currency KSHS
(i)Lo:
Africa " Euro
Develdpment 11,246,080 1,720,442,161 11,246,080 | 1,720,442,161 -
Bank ADD) - -
Afric
Develppment UA
Fund(\DF) 11,429,414 2,101,200,990 | 11,429,414 | 2,101,200,990 - -
(ii) Gfant | { o - - )
oy | Euro 1.388.421 212,402,794 | 1388421 |  212,402.794 - -
Uniog(kthy @ [y | | R N
| (iii)Qounterpart lun(h -
Govdimmen
of Kgnya e - 151,021.266 | - 126,948,721 - 124,072,545 |
Totdl I 4,185,067,211 4,160,994,660 24,072,545 |
[
vii

e
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Project Information and Overall Performance (Continued)

2.8

Summary of Overall Project Performance:

1) Budget performance against actual amounts for current year and for cumulative to-date.

Budget FY 2022/2023 Cummulative to Date
Percentage Percentage
Budget Actual (%) Budget Actual (%)

Counterpart

Funds - GK 100,000,000 75,927,455 76% 155,000,000 126,948,721 - 82%

Proceeds from External Development Partners:

Direct

Payments 2,655,218,836 | 2,655,218,836 100% | 4,255,218,836 | 4,034,045,945 95%

TOTAL 2,755,218,836 | 2,731,146,291 99% | 4,410,218,836 | 4,160,994,666 94%

i) Physical progress based on outputs, outcome and impacts since project commencement:-

As at 30™ June, 2023 lot 1 (Mombasa — Mtwapa Section) had achieved 1.5% progress while
Lot 2 (Mtwapa — Kilifi Section) had achieved 30.71% progress

i) Absorption rate for each year since the commencement of the project.

Financial Year Budget Actual PC"?:")‘?‘L’,C
0
'Y 2022/23 2,755,218,836 2,731,146,291 99%
| 1Y 2021/22 R ~1,555,000,000 1,410,098,820 | . 91% |
FY 2020/21 100,000,000 19,749,555 20%
TOTAL 4,410,218,836 4,160,994,666 94%
2.9 Summary of Project Compliance:

There were no reported cases of significant non-compliance with applicable laws and
regulations, and essential external financing agreements/covenants in the financial year.

viii
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taterpent of l’cr*'ormancc Against Project’s Predetermined Objectives

> e keyjobjective of‘lhc project is to improve the trading environment in the Region through
provision of im;£mvcd transport infrastructure and addressing soft barriers to the free
vemgnt of goods, scrvices and people along the corridor.

> To fully exploit the benefits of regional integration, complementary “soft” components aimed

ing key constraints to trade and improving transit time and overall corridor efficiency
eeén integrated in the Project. In particular, the Project has identified the need to

|
onalize coordinated border management (CBM) system at the Lunga Lunga/Horohoro
g y g g

post as a p}riorily.

|

-, all the d

rogrg¢ss on attai#nmcnt of Strategic development objectives

or pyrposes of implementing and cascading the above development objectives to specific

elopment objectives were made specific, measurable, achievable, realistic

nd time-bound (SMART) and converted into development outcomes. Attendant indicators
|

were fidentified for reasons of tracking progress and performance measurement: Below we

provifle the progfess on attaining the stated objectives:
|

Lunga
Hunga/Horohoro

(USD 169 million)
by 2025

()l{ic\ctivc | Outcome Indicator Performance
Contribution [10
indreased r‘ Total import export . : ;
s PO P I'he project had achieved
regional and | trade  using  the . S 4 il
: . Volume of Import | progress of 1.5% for lot 1
infernational | LLunga . o o/ e
Export trade | and 30.71% for lot 2. The
trgde between | Lunga/Horohoro : . .
J : handled at Lunga- | completion of the project
nya land | border to increase et s ;
. o, | Lunga/Horohoro | will facilitate achievement
nzania using | by at least 20% . -
‘ border of the objectives by the year

2025

Horder |
o enhance social | Improved air | Reduced COy | ... :
. : . 'hrough  technical  and
conomic quality along the | concentration : .
‘ s ; . vocational trainings
evelopment  of | project road hence | along the project :
b | undertaken during  the
he people |along | improved health | road as a result of | . ¢
. . , | financial ycar, employment
the project road among reduced traffic ofs
T 2, 2 . opportunitics  have  been
J communities along | congestion
J ; = created.
1 the project road.
| .
/ IX
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4. Environmental and Sustainability reporting
Bagamoyo-HoroHoro-Lunga [L.unga-Malindi Road Project: Phase | exists to transform lives.
This is our purpose; the driving force behind everything we do. 1t’s what guides us to deliver
our strategy. Below is a brief highlight of our activities that drive towards sustainability.

1. Sustainability strategy and profile

Sustainable Development Goals (SDGs) 2015-2030 provides a plan of action for the
attainment of peace and prosperity. Five out of the seventeen goals are pertinent to
management of projects being undertaken by the Authority. These are being addressed through
the following initiatives;

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

b) Gender Equality (SDG 5): The Authority encourages mainstreaming of gender equality in
project and programmes by incorporating compliance to one third gender rule in procurement
and recruitment;

¢) Industry, innovation and infrastructure (SDG 9): The Authority develops quality, reliable,
sustainable and resilient infrastructure including regional and trans-border infrastructure to
support economic development and human wellbeing with a focus on affordable and equitable
access for all;

d) Sustainable cities and communities (SDG 11): The Authority endeavours to extend the
paved road network to hitherto underserved areas in the region to improve nationwide aceess
to high speed and all — weather connectivity; and

¢) Climate action (SDG 13): The Authority endeavours to combat negative impacts of road
development through environmental mitigation, climate change measures and compliance with
National Environment Management Authority (NEMA) requirements in all development
projects

2. Environmental performance

The Authority is working towards ensuring environmental sustainability in projects by
undertaking tree planting exercises, implementation of road beautification programs, enforee
reinstatement of quarrics and borrow pits after construction works. undertakes regular

Lnvironmental Impact Assessment (EIA) Audits. carries out M&E on Environment and Social
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Envit tal and Sustainability reporting (Continued)

Mana

nme

emeng Plan (ES#JIPS) as well as I:nvironmental Social Impact Assessment (IESIA) on

|

|
yee welfare

proje

staff appointments, the Authority takes deliberate actions to embrace Equal
1t Opportunity policies, gender mainstreaming, addresses concerns around Persons
h Disabilities (PWDs) and takes affirmative action in line with prevailing
nt Policy guidelines. The Authority prioritizes training to develop technical capacity
the ficlds pf Value Engineering, Project Financing, Project Contract Management,
ce Based
ket place

aintenance and Safety.

ractices

ofity strives to ensure responsible competition practices through undertaking annual
c¢ audits in projects, monitoring the implementation of policies and further promotes
nduct in projects. The Authority equally sensitizes staff on corruption and integrity.
hority undertakes to be actively involved in the negotiations during budget sector

in order to increase budgetary allocations for projects thus honouring contracts by

ﬁtsliabilitic on time.

G

9

spon

artici

pmmunity Kngagements
the impldmentation of the Project, the Authority is committed to remaining a

ible corporate citizen by being accountable for its actions through engaging in Public

clatio

uild

To a
compc
safcpl
imp
la

:
gc

1

cut

ing

hation. 'l‘hd Project’s goal in terms of community cngagement is to foster long-term
1ships with stakeholders and communities around the project. The aim is not just to
Foads that foster development but to ensure collaboration with the local communities to
elsustainable social economic development. The project stalf is also encouraged to give

osocicty by participating in the Authority’s corporate social responsibility initiatives.

Lhieve inclusive growth among the community around the project arca, the project has a

ment of [training unemployed youth around the project area. To enhance social

iards in projects, the Authority undertakes Resettlement Action Plan (RAP) studies and

cments its| recommendations, “carrics out Social Impact Asscssments (SIA), undertakes

r mainstreaming and conduct stakcholders™ forum to sensitize the public in several cross-

Issues.

XI
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S. Statement of Project Management Responsibilities

The Dircctor General, KeNHA and the Project Implementation Team Leader for (Bagamoyo-
HoroHoro-l.unga Lunga-Malindi Road project: phase 1) are responsible for the preparation and
presentation of the Project’s financial statements, which give a true and fair view of the statc of
affairs of the Project for and as at the end of the financial year ended on June 30, 2023. This
responsibility includes: (i) maintaining adequate financial management arrangement 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 error or fraud; (iv) safeguarding the assets of
the Project: (v) selecting and applying appropriate accounting policies; and (vi) making
accounting cstimates that are reasonable in the circumstances.

The Director General, KeNHA and the Project Implementation Team Leader for (Bagamoyo-
HoroHoro-Lunga Lunga-Malindi Road project: phase 1) 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 International Public Sector Accounting
Standards.

The Director General, KeNHA and the Project Implementation Team Leader for (Bagamoyo-
HoroHoro-lunga Lunga-Malindi Road project: phase 1) 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 ycar ended June 30, 2023, and of the Project’s financial position as at that date. The
Director General, KeNHA and the Project Implementation Team [eader for (Bagamoyo-
HorolHoro-lunga Lunga-Malindi Road project: phase 1) 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 internal financial
control.

The Director General, KeNHA and the Project Implementation Team Leader for (Bagamoyo-
HoroHoro-Lunga Lunga-Malindi Road project: phase I) confirm that the Project has complied
fully with applicable Government Regulations and the terms of external financing covenants. and
that Project funds received during the financial year under audit were used for the eligible
purposes for which they were intended and were properly accounted for.

Approval of the Project financial statements

The Project [inancial statements were approved by the Director General, KeNIHA and the Project
Implementation Team l.eader for (Bagamoyo-I loroHoro-Lunga l.unga-Malindi Road project:

phase )on 26 GEP 20 and signed by them. \ A

( ; \r 1

K \ \ 4 A { \ ir

I\\\’\“" ~ ,ﬂ",," ' S f_, N !
IEng. Kungu Nd(_l;g‘g Eng. Henry Gakuru CPA Chanje Kera
Director General Ag. Director-Development Deputy Director (F&A)

76 550 907 — ICPAK Member No. 8279

- U e Ldlo 2¢ ¢Eb M7 . 9099
Date - Date L0 acl fuah Date_ 95 ofp WL |
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statement of financial assets as at 30 June, 2023 and the statement of receipts and
payments, 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. | have obtained all
the information and explanations which, to the best of my knowledge and belief, were
necessary for the purpose of the audit.

In my opinion, except for the effects of the matter 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 Bagamoyo — Horohoro - Lunga Lunga - Malindi
Road Project (Phase 1) as at 30 June, 2023, and of its financial performance and its cash
flows for the year then ended, in accordance with International Public Sector Accounting
Standards (Cash Basis) and comply with the Financing Agreements Credit
No0.2000200004662 and No0.2100150042250 dated 10 June, 2020 between African
Development Bank and African Development Fund and the Republic of Kenya
respectively and the Public Finance Management Act, 2012.

Basis for Qualified Opinion
Unsupported Expenditure on Acquisition of Land

The statement of receipts and payments reflects an expenditure of Kshs.2,711,042,314
in respect of acquisition on non-financial assets which as disclosed in Note § to the
financial statements includes an amount of Kshs.36,928,659 incurred on acquisition of
land. The latter amount was paid to the National Land Commission (NLC) for onward
transmission to the beneficiaries, for land acquired by the Project. Although Management
provided the payment voucher for the amount of Kshs.36,928,659, the supporting
documentation such as acknowledgement and returns from the NLC, the valuations of
the land being acquired and the eventual payees for the land acquired were not provided
for audit review.

In the circumstances, the accuracy and completeness of the acquisition on non-financial
assets amount of Kshs.36,928,659 could not be confirmed.

The audit was conducted in accordance with International Standards of Supreme Audit
Institutions (ISSAls). | am independent of the Bagamoyo - Horohoro - Lunga Lunga -
Malindi Road Project (Phase |) 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. | believe that the audit evidence | have obtained is sufficient and
appropriate to provide a basis for my qualified opinion.

Emphasis of Matter
Pending Bills

Note 1 of other important disclosures on pending accounts payable and Annex 4 to the
financial statements reflect a balance of Kshs.3,183,107,062 in respect of pending bills.

Report of the Auditor-General on Bagamoyo - Horo Horo - Lunga Lunga -Malindi Road Project (Phase 1) ID NO:
PZI-DBO-129 for the year ended 30 June, 2023 - Kenya National Highways Authority
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cludes amounts of Kshs 3,132 536, 161 and Kshs.50, 570 901 in relation to

ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
S

by Article 229(6) of the Constitution, based on the audit procedures

.07 of the Financing Agreement, the closing date for the loan is

the project documentation, including the monthly progress report (MPR) No.10,
that as at 30 June, 2023, the contractor's amount certified to date was
,572,077 (including interim payment certificate (IPC) No.1 - advance payments
No.2. Further, the report revealed that the amount paid to date to the contractor

PZBDBO-129 for the year ended 30 June, 2023 - Kenya National Highways Authority

Repbrt of the Auditor-General on Bagamoyo - Horo Horo - Lunga Lunga -Malindi Road Project (Phase 1) ID NO:
3




was Kshs.585,332,008. However, and despite the payments made and a project time
elapse of 7.5 months or 20.8% of the expected contract period, the contractor had only
completed 1.5% of the works. This was an indication that the project was significantly
behind schedule and may not be delivered within the timelines provided in the contract
agreement.

In the circumstances, the delay in the implementation of the road works will adversely
affect the completion of the project which will negatively affect service delivery to the
public.

The audit was conducted in accordance with ISSAI 4000. The standard requires that |
comply with ethical requirements and plan and perform the audit to obtain assurance
about whether the activities, financial transactions and information reflected in the
financial statements are in compliance, in all material respects, with the authorities that
govern them. | believe that the audit evidence | 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, | confirm that, nothing has come to my attention to cause me to
believe that internal controls, risk management and overall governance were not effective

Basis for Conclusion

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

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

As required by the African Development Bank and African Development Fund, | report
based on my audit, that:

i. | have obtained all the information and explanations which, to the best of my
knowledge and belief, were necessary for the purpose of the audit;

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

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

Report of the Auditor-General on Bagamoyo - Horo Horo - Lunga Lunga -Malindi Road Project (Phase 1) ID NO:
PZI-DBO-129 for the year ended 30 June, 2023 - Kenya National Highways Authority
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ibilities of Management and those Charged with Governance

ent|is responsible for the preparation and fair presentation of these financial
ts inf accordance with International Public Sector Accounting Standards (Cash
nd for maintaining effective internal controls as Management determines is
enable the preparation of financial statements that are free from material
, Whether due to fraud or error and for its assessment of the effectiveness
trols, riskimanagement and overall governance.

ring |the financial statements, Management is responsible for assessing the
ability to continue to sustain its services, disclosing, as applicable, matters
tainability of services and using the applicable basis of accounting unless
is aware of the intention to terminate the Project or to cease operations.

is also responsible for the submission of the financial statements to the
ral in accordance with the provisions of Section 47 of the Public Audit

legislative and regulatory requirements, ensuring that effective processes
are in place to address key roles and responsibilities in relation to

isstatement and weakness when it exists. Misstatements can arise from fraud
are considered material if, individually or in the aggregate, they could

PZI-DBO-129for the year ended 30 June, 2023 - Kenya National Highways Authority

Reporl*of the tuditor-General on Bagamoyo - Horo Horo - Lunga Lunga -Malindi Road Project (Phase 1) ID NO:
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an effective way, in accordance with the provisions of Article 229(6) of the Constitution
and submit the audit report in compliance with Article 229(7) of the Constitution.

Further, in planning and performing the audit of the financial statements and audit of
compliance, | consider internal control in order to give an assurance on the effectiveness
of internal controls, risk management and overall governance processes and systems in
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 ISSAls. A material weakness is a condition in
which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements caused by error or fraud in
amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions.

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

As part of an audit conducted in accordance with ISSAIs, | exercise professional
judgement and maintain professional scepticism throughout the audit. | also:

e Identify 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.

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

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

e 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.

Report of the Auditor-General on Bagamoyo - Horo Horo - Lunga Lunga -Malindi Road Project (Phase I) ID NO:
PZI-DBO-129 for the year ended 30 June, 2023 - Kenya National Highways Authority
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¢ Obtain|suffigient appropriate audit evidence regarding the financial information and
businegs ac?ivities of the Project to express an opinion on the financial statements.

» Perforin such other procedures as | consider necessary in the circumstances.

| communicate yith Management regarding, among other matters, the planned scope and
timing of the aydit and significant audit findings, including any significant deficiencies in
internal c@ntrol that are identified during the audit.

| also pravide Management with a statement that | have complied with relevant ethical
requireménts re¢garding independence and communicate with them all relationships and
other mafters that may reasonably be thought to bear on my independence, and where

applicable, reldted safeguards.

CPA , €BS
AUDITOR-GENERAL

Nairobi

17 Nov+nbe 2023

Report @f the Auditor-General on Bagamoyo - Horo Horo - Lunga Lunga -Malindi Road Project (Phase 1) ID NO:
PZI-DBO-129 for the year ended 30 June, 2023 - Kenya National Highways Authority
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(Bagamoyo — Horohoro - Lunga Lunga - Malindi Road Project: Phase )
Annual Report and Financial Statements for the financial year ended June 30, 2023

2. Statement of Financial Assets as at 30th June 2023

2022/23 2021/22
Note

- B - Kshs Kshs |
Financial Assets
Cash and Cash Equivalents
Bank Balances 6 24,072,545 -
Total Financial Assets 24,072,545 -
Financial Liabilities
Third Party Payables - Retentions [ - .
Net Assets 24,072,545 -
Represented By:
Cash and cash equivalents b/fwd s .
Surplus (Deficit) for the year 24,072,545 -
Net Financial Position _,,,2,4‘,(52,545, - |

The accounting policies and explanatory notes to these financial statements form an integral part of the
72 00D anna
£oacy 207]

financial statements. The financial statements were approved on "7 URT &L ang sjoned
by: ni
{
Ay

B R NGFAN N -SR U W}

Eng. Kungu N¢ @1}}}1 Eng. Henry Gakuru CPA Chanje Kera

Director General Ag. Director -Development Deputy Director (F&A)

ICPAK No.8279

Date__ 26 SEP 25] Date 16 SEP 1010 Date 16 SEP 08




3. Statement

(

“Cashflow for the vear ended 30th June 2023

l
- { j Note _2022/2023 2021/2022
Receipts for ogeratipg income |
Transfer from Govergment cntilir:s ] 100,000,000 51,021,266
Proceeds from foreigh grants 2 212,402,794 -
Miscellaneousfeceipts | - -
Payments forjoperating expenses
Compensationjof |
employees } - -
Purchase of gdods a%d services } 4 (20,103,977) (58,884,043)
Net cash flow] fromjoperating Fctivities 292,298,817 (7,863,377)
Cashflow frofn Investing Activities
Acquisition of Assdfs S (2,711,042,314) (1,351,214,177)
Net cash flows from Investing Activities (2,711,042,314) (1,351,214,177)
Cashflow frdm Boprowing A+tivities
Proceeds froth Fordign Borrowings 3 2.442.816,042 1,359.077,554
Net cash flow from financing
activities ’ 2,442,816,042 1,359,077,554
Net Increasd in C s[ﬁ and Cash Equivalents 24,072,545 -
Cash and cash ch)ivalcnt at BEGINNING of the
year - -
Cash and cdsh eqpiivalent at{END of the year 24,072,545 -

The accountifjg pol
financial stat@ments

by:

~

Eng. I&uilé Ndur o

Director Geheral

Date

PN

15 §¢ 1f

/ Date

e
‘ Eng. Henry Gakuru
Ag. Director -Development

I

CPA Chanj

je

cies and c>~{planatory notes to these financial statements form an integral part of the
. ~ . cornD 9IMn
. The enlll)f financial statements were approved on 208 5EF A

.

and signed

Kera

Deputy Director (F&A)
ICPAK No.8279

/0§

Date
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* (Bdgamoyo — Hofohor§ < Lunga Lunga - Malindi Road Project: Phase 1)
Annual Report abd Fiancial Sta}wnentsfor the financial year ended June 30, 2023
: | .

S Signil‘TantAccounting‘l’()licics

The princiglal acd

out below:

a) Statdment
The finandial st

reporting @nder

accounting poli

accounting for;

include d

unting poficics adopted in the preparation of these financial statements are set

of compliance and basis of preparation

dtements hdve been prepared in accordance with Cash-basis IPSAS financial
| . - . : .

he cash bdsis of accounting, as prescribed by the PSASB and set out in the

y' note bc‘ow. This cash basis of accounting has been supplemented with

) rcceivabhes that include imprests and salary advances and b) payables that

|
ositsjand retentions. The financial statements comply with and conform to the form

of presentétion grescribed bbf the PSASB.

The accounting

b) Replorting
The finangial st
) under the K
entity (Bﬁgamo
81 of th.g PFM

¢) Reporti

The finamcial s

reporting curre

holicies adapted have been consistently applied to all the years presented.

entity

itements aré for (Bagamoyo-HoroHoro-Lunga Lunga-Malindi Road project: phase
nya Nation?l Highways Authority. The financial statements are for the reporting

o-Horol Io*o—l,unga [.unga-Malindi Road project: phase 1) as required by Section

Act, 2012 |
currcncy:
tatements zjl‘c presented in Kenya Shillings (Kshs), which is the functional and

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

|
d) R ogniﬁian of receipts

(Bagamdyo-Hd
the varic#,ls SOU
i) Tran

Transfer tros

considered ds

|
roHoro-Lunga [.unga-Malindi Road project: phase I) recognises all receipts from
rees when Jhc event occurs, and the related cash has actually been received.

fers from the Exchequer

h Exchequer is recognized in the books of accounts when cash is received. Cash is

rcecived (when payment instruction is issued to the bank and notified to the
\

receiving enfity. f
i) Ioxternal Assistance

I-xterjal ass

devel pmcn%

stance is njonics received through grants and loans from multilateral and bilateral

partners.




Significant Accounting Policies (Continued)

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 arc 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 of grant/donation in kind, such grants arc 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 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.
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 currently under development where conditions have been satisfied or
their ongoing satisfaction is highly likely and the project is anticipated to continue to completion.
An analysis of the Project’s undrawn external assistance is shown in the funding summary.
¢) Recognition of payments
The Project recognises all payments when the event occurs, and the related cash has actually
been paid out by the Projcct.
i) Compensation to employees
Salaries and Wages. Allowances, Statutory Contribution for employees are recognized in the

period when the compensation is paid.

0



Significant Acc

ii)  Use

Goods an

consumedfand faid for. If hot paid for during the period where goods/services arc

they shall

v)

consoli

statemcits.

kind

f) 1
In-kind
and/or

cquipn

can befreliab
paymeffts bo

contriblition

unti

services arc

1tere

cqu

BCIVIC

nt or

s Policies (Continued)

f gor#we and seryices

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

consumed,

¢ disglosed as pending bills.

on borro*ving

that incluAc interest are recognized as payment in the period in which they are

i
1d paid for. f
cpayment of borrowing (principal amount)
ment| of principal amount of borrowing is recognized as payment in the period in

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

tatenfent |

ition of fixed asscts

acquxsm( 1 of property plant and equipment items is not capitalized. The cost of

n and proceeds 1 -om disposal of these items are treated as payments and receipts items

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

nd the fair[ value of the asset can be reliably established, a contra transaction is

as redeipt and asja payment.
1

'cgister is maintained by the Authority and a summary provided for purposes of

This summary is disclosed as an annexure to the consolidated financial

donations

COHllel]llOl]% le donations that are made to the Project in the form of actual goods

bs rather lan in money or cash terms. These donations may include vehicles,
I

personne ‘crviccs. Where the financial value received for in-kind contributions
y dglcmm ed, the Project includes such value in the statement of receipts and
hias receipts and as payments in equal and opposite amounts: otherwise, the

S not recor




Significant Accounting Policies (Continued)

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.

FFor the purposes of these financial statements, cash and cash cquivalents also include short term
cash imprests and advances to authorised public officers 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.

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 praetice 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) Contingent Liabilities
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 cvents not wholly
within the control of the entity; or

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



SignificantjAccofinting Policies (Continued

i) It & not probable that an outflow of resources embodying economic benefits or service
. 11} . . .

entialfwill be required to settle the obligation: or

amopmt of the obligation cannot be measured with sufficient reliability.

ntinggnt liabilitiés may arise from: litigation in progress, guarantees, indemnities.

mfor}/ Support, insurance, Public Private Partnerships,

oes ol recognize a contingent liability but discloses details of any contingencies in

the flnancial statements unless the possibility of an outflow of resources embodying

encfith or service potential is remote.
no cntingent liabilities in the year.
ngen Assets
-HordHero-Lunga Lunga-Malindi Road project: phase I) does not recognize a

asset] but discloses details of a possible asset whose existence is contingent on the

or nbn=occurrence of one or more uncertain future events not wholly within the

Bagamayo-HorolHoro-Lunga Lunga-Malindi Road project: phase 1) in the notes to the

financial gfatemdnts. Contingent assets are assessed continually to ensure that developments are
I

appropriatgly re lected in the financial statements. If it has become virtually certain that an

inflow of §conothic benefits or service potential will arise and the asset’s value can be measured

reliably, the assdt and the related revenue are recognized in the financial statements of the period

in which

1) Per

e chahge occurs.
ing Hills
Pending Bflls cansist of unpaid liabilities at the end of the financial year arising from contracted

goods or §ervicds during the year or in past years. As pending bills do not involve the payment of

cash in the repofting period, they recorded as ‘memorandum’ or “off-balance” When the pending
bills are fjnally seftled, such payments are included in the statement of receipts and payments in

the year ilh whigh the payments arc made.




Significant Accounting Policies (Continued
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 clearan¢e 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 arc eliminated upon
consolidation. A high-level assessment of the Project’s actual performance against the

comparable budget for the financial 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 partics 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.
0) 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 currencics
during the year/period are converted into the functional currency using the exchange rates
prevailing at the dates of the transactions. Any foreign exchange gains and losses resulting from
the scttlement of such transactions and from the translation at year-cnd exchange rates of
monetary assets and liabilities denominated in foreign currencies are recognised in the

statements of receipts and payments.
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6. Notes to the Financial Statements

1. Transfers from Government entities

These represent counterpart funding and other receipts from government as follows:
FY FY .
2022/2023 | 2021/2022 | Cumulative
to-date
v Kshs Kshs

Counterpart funding through Ministry of Transport

and Infrastructure

Counterpart funds Quarter 1 25,000,000 | 26,380,351 51,380,351
Counterpart funds Quarter 2 _ - 5,938,722 5,938,722
Counterpart funds Quarter 3 - -1 11,920,430 11,920,430
Counterpart funds Quarter 4 ) - 25,500,000 | 6,781,763 32,281,763
Total 50,500,000 | 51,021,266 | 101,521,266
Other transfers from government entities

Annuity fund 7 S B - -
Annuity funds Quarter | - | E
Annuity funds Quarter 2 N . 4 e
Annuity funds Quarter 3 . 4 :
Annuity funds Quarter 4 ] 49,500,000 - | 49,500,000
Total 49,500,000 -1 49,500,000
Appropriations-in-Aid - - -
Total - B -
Grand Total 100,000,000 | 51,021,266 | 151,021,266

2. Proceeds from domestic and foreign grants

During the financial period to 30 June 2023, we received grants from donors as detailed in the table

below:
N;lme Date | Amount Grants Total Total Cumulative to
i | received | received | Grants | received as | Grants amount amount | date
Donor in donor | received direct received
o | currency | incash | payment | in kind | I

FY
i R FY 2022/23 | 2021/22
| Furo}  Kshs| = Kshs| Kshs | Kshs§ i | Kshs
EU o
12022725 | 1388421 212402794 | 1212402794 | f 212.402.794
vagad 1,388,421 - | 212,402,794 212,402,794 -1 212,402,794




Notes To The Fihanc

i
Efonhal Development

3. Loan fr

During the 121

nths

030 June

l:l’Statcmctlts (Continued)

Partners

2023 we received funding from development partners in form of loans

negotiated by thg Natignal Treasury as detailed in the table below:
Dhte | | LLoans
Name Receiyed received Loans
. ‘ . . | Total
of hnount in received as | Total amount Cummulative
‘ ‘ . amount | ~
Donor ‘ loan actual direct to date
'ui!:rcncy amount payment
FY 2022/23 FY 2021/22
Euro /]
. UA| Kshs Kshs Kshs Kshs Kshs
ADB ]
2022/23 ,362,391 - | 1,279,291,191 | 1,279,291,191 441,150,970 | 1,720,442,161
Y
AR 202%/23 >,ﬁ8,955 ‘ -1 1,163,524,851 | 1,163,524.851 917,926,584 | 2,101,200,990
Total | | - | 2,442,816,042 | 2,442,816,042 | 1,359,077,554 | 3,821,643,151
4. Purchase of Gpods and Services
FY 2022/23 FY 2021/22
Payments Cumulative
Payments made by
Made by the third Total
Description Entity in Cash parties Payments Total
| | KSh KSh KSh Kshs Kshs
Domestic Travel & ‘
Subsistence 12,183,041 - 12,183,641 43,023,066 55,206,707
Communication} Serviges
& Supplies 12,747,894 - 2,747,894 | 7,998,200 10,746,094
Training of Ungmploygd T
Youths - 5,172,442 5,172,442 7,863,377 32,785,374
Total | | 14,931,535 5,172,442 20,103,977 58,884,643 98,738,175
13




Notes To The Financial Statements (Continued)

S. Acquisition of Non-Financial Assets

Item FY 2022/23 FY 2021/22
Payments Payments Cumulative
made by !nadc b)f Total to-date
the entity | third parties Payments Total
KSh KSh KSh Kshs Kshs
Construction of roads ) - | 2,479,601,881 | 2:479,601,881 | 1,351,214,177 | 3,830,816,058
Research, studies, project
preparation, design & 24,067,261 170,444,513 194,511,774 - 194,511,774
supervision
Acquisition of land 36,928,659 - 36,928,659 - 36,928,659
Total 60,995,920 | 2,650,046,394 | 2,711,042,314 | 1,351,214,177 | 4,062,256,491
6. Cash And Cash Equivalents
2022/2023 2021/2022
Kshs Kshs
Bank accounts (Note 6.A) 24,072,545
Total 24,072,545 -
6.A Bank Accounts
2022/2023 2021/2022
Kshs Kshs
Co-operative Bank of Kenya Ltd A/C:'01141160979900 24,072,545
Total 24,072,545 )
7. Accounts Payables-Retention
Description 2022/2023 2021/2022
Kshs Kshs

Retention - Payments controlled by the entity

Total




Other Bmporfant Disclosures
1. Pending Accunts Paya*)lc (Annex 4)
J Paid during the
B ‘lancc b/f FY Additions for year Balance ¢/f
Dcscrh}ii(m 2022/2023 the period FY 2022/2023
! 9|
Kshs Kshs Kshs
Construction lf roads - 2,479,601,881 2,479,601,881 -
Acquisition off Land - 3,169,464,820 36,928,659 | 3,132,536.1061
Supply of serfices 20,208,746 244,977,905 214,615,751 50,570,901
Total 20,208,746 5,894,044,607 2,731,146,291 | 3,183,107,062
) 2 Accou:‘ts Payables — Retentions (Annex 6)
Description I | 8 FY 2022/2023 FY 2021/2022
I Kshs Kshs
Retention Coltrollell by Third Parties 308,166,638 17,625,955
Total | 308,166,638 17,625,955
3. Changls in Aceounts Payables — Retentions Controlled by Third Parties
Description FY 2022/2023 FY 2021/2022
i Kshs Kshs
Retentions ast 1™ _'uiy 1 17,625,955 -
Closing acconlus palyablcs as at 30™ June 308,166,638 17,625,955
Change in pa*blcs 290,540,684 17,625,955
4. Extcrndl Assjstance
FY 2022/2023 FY 2021/2022
Description Kshs Kshs
[ixternal assisfance Spivcd as Grants 212,402,794 -
External assis]ancc feceived as Joans 2,442 816,042 1,359,077,554
Total I 2,655,218,836 1,359,077,554

a. Extergal asdistance rel

ating loans and grants

FY 2022/2023

FY 2021/2022

Description

Kshs

Kshs

[xternal assislance

eceived as

arants

212,402,794

External assislance lccicivcd as

0ans

2,442.,816,042

1.359,077.554

Total

2,655,218,836

1,359,077,554




b. Undrawn external assistance

Purpose for
which the

undrawn external | FY 2022/2023 FY 2021/2022
assistance may be
used
Description Kshs Kshs
Undrawn external assistance - grants Acquisition Of 4,377,042,206 -
Undrawn external assistance - loans Non-Financial 21,223,252.106 19,675,555,121
Total Assets 25,600,294,312 19,675,555,121
¢.  Classes of providers of external assistance
FY 2022/2023 FY 2021/2022
Description Kshs Kshs
Multilateral donors 2,655,218,836 1,359.077,554
Total 2,655,218,836 1,359,077,554
d. Purpose and use of external assistance
Payments Made by Third Parties FY 2022/2023 FY 2021/2022
Kshs Kshs
Acquisition of Non-financial Assets 2,655,218,836 1,359,077,554
TOTAL 2,655,218,836 1,359,077,554

¢. External Assistance paid by Third Parties on behalf of the Entity by Source

FY 2022/2023 FY 2021/2022
Description Kshs Kshs
Multilateral donors 2,655,218.836 1,359,077,554
Total 2,655,218,836 1,359,077,554

16
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(Bagamoyo — Horohoro - Lunga Lunga - Malindi Road Project: Phase I)

Annual Report and Financial Statements for the financial year ended June 30, 2023

Annex 3: Reconciliation W(Thltcr—l‘]ntity Transfers

Break down of Transfers from the State Department of Roads
Indicate the
Bank Statement Date Amount (KShs) Qo which
the amounts
relate
a. | Government Counterpart Funding
30-Sep-22 25,000,000 | EY 2022/23
27-Jun-23 25,500,000 FY 2022/23
Total 50,500,000
b. | Direct Payments
NONE -
Total -
c. | Other transfers from government entities
Annuity fund -
25-May-23 49,500,000 [ FY 2022/23
Total -
TOTAL(a+b+c) 100,000,000

The above amounts have been communicated to and reconciled with the parent Ministry/ state department

Jl\\AMV\W

Eng. Kungu Ndux@
Director General

75 SEP 20

Date

CPA Chanje Kera
Deputy Director (F&A)
ICPAK Member No. 8279

26 SEP 207

Date
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