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(Bagamoyo - Horohoro - Lunga Lunga - Malindi Road Project: phase I)
Annual and Financial Statements for the ial ended June 30,2023

1. 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

EU European Union

FY Financial Year

GK Government of Kenya

ICPAK Institute of Certified Public Accountants of Kenya

IPSAS International Public Sector Accounting Standards

KeNHA Kenya National Highways Authority

Kshs. Kenya Shillings

KISM Kenya Institute of Supplies Management

LSK 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 tloard

SDG Sustairrable Development Goals

TNT NationalTreasury

UA Unit of Account
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(Bagamoyo - Iloroltoro - Lunga Lunga - Malindi Road project: phase I)
Annual R a nd Financial Statements the Jinoncial r ended June 30, 2023

Project Inlbrmation and Overall Pcrfornrancc (Continucd)

2.2 l)roject Information

2.3 I'roject Overview

a

Project Start Date: The project start date is I 0tl, June,2O2O for ADB and ADF

The project start date is 25th November, 2022 for EU pAGo

The project end date is 31't December, 2025 for ADB and A

The project end date is 3 1't December, 2026 for EU pAGoDA

t

Project End Datc:

Project Manager: The project manager is Eng. Cleophas Makau il
Project Sponsor: African Development Bank,

Union & The GovernmentFund The EDevelo
The project sponsor ls xcan

Iva

Line Ministry/State

Depaftment ol'the

project

The project is under the supervision of the State Department

under the Ministry of Roads and Transport

Project number P-Zt-DBO-129

Strategic goals of the

project

'fhe strategic goals of the project are as follows:

(i) Integration of East African Transport corridors Networks

(ii) Connecting Kenya and Tanzania

Summary of Project

Strategies lbr

achievement of strategic

goals

The project management aims to achieve the goals th

following means:

(i) Itealisation of the regional road improvements, imp

effective transit operations on the corridor and an eflLcie

Stop Border Post operation at Lunga Lunga/Horohoro

(ii) Scaling up the quantity and quality of road infrastructurc,

carry significant proportiorr ol'fieight transport, about 9

gained pronrinence in both countries' development plans.

Otlier irrrportarrt

background i rr fbrrrration

o1'thc projcct

The project will enhancc regional integration, trade, tourisnr,
econonly and socio-cconomic developrnent in the coastal corridor o
two Countries and by exterrsion to the I:AC Regiorr and ilorn of A

IV
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Ovcrall Pcrformance (Contin ued)Info tion an

projcct was formed to intervene in the fbllowing areas:

(i) Contributiorr to incrcascd regional and international tradc

between Kenya and Tanzania using the l-r-rnga l.unga./Horohoro

border.

(ii) Reduction of cost of travel

Arcars

was fo

ect

e ADll and ADF loans started on l0tl' Junc 2020 and is expected to

n ur.rtil 31't I)ecember 2025 while the El.J grant started on 25tl'

ovember, 2022 and is expected to run until 3 I 't Decemb er 2026



(Bagamoyo - Horoltoro - Lunga l.uttgo - Malindi Road Project: phase I)
Annual R and Financial Statements for the nancial ended June 30, 2023I

Project Information and C)verall Pcrf'ormance (Continued)

2.4 Bankers

The following are the bankers lbr the current year:

(i) Co-operative Bank of Kenya

Upper l{ill Branch

Nairobi

Account No: 0l 141160919900

2.5 IndependentAuditor

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;

L

Names Titlc designation Key
qualification Responsibilities

Eng. Henry Gakuru
Ag. Director-
Development

Registered
Engineer

Project Impl
Leader

Eng. Cleophas Makau
Deputy D irector-Special
Projects.

Registered
Engineer

Project Engineer

Mr. Walter B. Nyatwang'a
Deputy Director-
Environrnent & Social
S S

Registered
Environmental

Project Environm
Social Safeguards

ist

Ms. Norah Odingo
Corporatiorr Secretary /
Deputy Director -Legal
Scrvices K a

Advocate of the
l{igh Court of Project Legal Special

Mr. Chanje Kera
DepuLy Director-
[:'inance & Accounts

Certified Public
Accountant Project Finarrcial Spec

Mr. Riclrard Kilel
Assistant Director-
Supply Chain
M errt

Registered
Member KISM

Project Procurement
Specialist

\l
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Donor mitnrent Amount Received to date - Undrawn balancc to date -Source of
funds

(.s/rs
Atttouttt itt

Dottor
Currettcy

Kshs
Atrtouttl itt

Donor
Currency

Kshs
C

r A ln

cy

(i)Loan

,000 16,522,002,000 r 1.246,080 1,720,442,16t 96,753,920 r4.80 r.559,8:r9

Bank A

African
Develop l0

2,101,200,990 34,93 0,5 86 6,42t,692,2674 60,000 8,522,893,257 I1,429.414
l)

African
I)evelo
Irund

Gra

J 000 4,589,445,000 I,388,421 212,402.794 28,61I,579 4,377.042,20(tIluropean
[Jnion

(iii)Cou rt

l5l 26(t
Governm
of l5t

29 I 2lt4 I l225,600 94'I'otal

Fun

Unutilised balancc to
30th June 2023

Appli
of fu

mount ivcd to date - (30th June
2023) date - h June 2023

Cumulative Amount paid to

B

Cu rre

Arnount in
l)ono r

KSIIS Cu

Amount
in Donor

KSIIS

I)onor
rrency

Currcn

Amount in
I)onor

KSIIS

1,720,442,t61cnt
DI]

Euro
I 1,246,080 1,720,442,16t r 1,246,080

Bank

Afi'

29 l4 r0r2 0 990
t)
Ijund

[Jn
ll 429 4t4 2,r0r 990

nt

Uni I]l'J

al'l

I rrtc

l'lulo

fu nds

l.:ititt,42l 2t2,402.794 1,i88,41I 212,402.794

l-sl 011 266 126.94ti.721 )A 72 54 -5

Go
of a

lllcll

I 72,545244,t 85,067,2 il

(Bugumo-yo - I"l
y'nrt n u Fin

I'}rojcct In

11 Iiu

'l'he Project
ADB, I'.ur<r

closirrg
151,021 ,26
A. Sourccs

B.

oro ngo L - Malindi Rood Project: Phase l)
the tl {tncial r ended June 30, 2023

rall Pcrfornr ancc (Contin ued)

f f rve and hall'years with an approvcd budget of liuro 108,000.000 by
& UA 46,360,000 by AI)F equivalent to Kshs 29,634,340,251 at thc
81 5 for the Euro and I 83.8415284 lor the tJA, and an amount ol- Kshs

irr the table below:
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(Bogamoyo - Ilorohoro - Lungo Lunga - Malindi Road Project: phuse I)
Annual R a nd Financial Slotements the ancial lsxt'ended June 30, 2

Pro.i cct I n form ation and Ovcrall Perform ancc (Con tin u ed)

2.8 Sunrmary of Ovcrall Project Performance:

B crlbrmance st actual arnounts for current and ficr cumulative to-

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

As at 30tr' June,2023lot I (Mombasa- Mtwapa Section) had achieved l.5yop
Lot 2 (Mtwapa - Kilifi Section) had achieved 30.71olo progress

on rate for each since the commencement of the

2.9 Summary of Project Compliance:

There wcrc no reported cases of sigrrificant non-compliance with applicable la
regulations, and essential external financing agreements/covenants in the financial ycar.

I

l

ile

lll

Budgct FY 2022t2023 Cummulative to

Budget Actual
Percentage

(%\ Budset Actual r
ccntage
("/"\

Counterpart
Funds - GK r00,000,000 7s.927.455 76% r55.000.000 7211 82%
Proceeds fi'om lixternal Development Partners:
Direct
Payments 2,655,218,836 2,655.218.836 100% 4,255,219,936 4.034.045.94s 95%
TOTAL 2,755,218,836 2,731,146,291 99" 4,410,219,936 I 94"/"

l rvJvr I

Financial Year Budget Actual

FY 2022123 2,755,219,936 2,731,146,291 TI 99%

1.555.000.000 r ,410.098.820 f,l 9t%FY 2021/22

FY 2020121 100,000.000 19.749.555 m z0%

TOTAL 4,410,219,936 4,160,994,666 f,I 4o/o
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0 rnl iln cc A gain st l) roj cct's I'redetcrnt i nctl 0 lrj cctivcs

tlrc project is to improve the trading envirorttrcrrt in thc [{egion thror.rgh

roved transporl infiastructure and addrcssing sillt barricrs to the fi'ec

scrviccs and pcople along the corridor.

bene I'its o1'regional integratiott, complenrentary 'sofl' components aimed

raints to trade and irnproving transit tirne and overall corridor efficiency

in thc Projcct. In particular, the Projcct lias identified the nced to

rdinatcd border nlarlagemcnt (CBM) systct.n at the Lurrga Lunga/l{orohoro

onty

ment of Strategic development objectives

plementing and cascading the above development objcctives to specific

loprncnt objectivcs wcre madc spccilic, tncasurablc, acltievable, realistic

MAI{'f) and converlcd into dcvcloprncnt outcomes. Attendant indicators

reasons of tracking progrcss and pcrlorrnallcc lrleasttrcll-lcnt: Belou' we

s on attaining thc stated objectivcs:
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e
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progress of | .5o/o for lot I

ancl 30.71o/u lor lot 2. 'l'he

cornplction o{' the projcct
rvill f-aoilitate achievenrent
ol'thc ob.icctives by the ycar
2025
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to

nga
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'fotal irnporl exporl
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(LlSl) 169 rnillion)
by 2025

Volume of lrnport
[rxport tradc
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(Bagamoyo - Horohoro - Lunga I.unga - Malindi Road Project: phase I)
Annuol R rt and Financial Statements the nancial r ended June 30, 202

4. Environmental and Sustainability reporting

l]agamoyo-HoroFloro-Lunga Lunga-Malindi Road Project: Phase I exists to

This is our purpose; the driving fbrce behind everything we do. It's what guides liver

ottr strategy. Below is a brief highlight of our activities that drive towards sustai

1. Sustainability strategy and profile

Sustainable Development Goals (SDGs) 2015-2030 provides a plan of act

attainment of peace and prosperity. Five out of the seventeen goals are

management of projects being undertaken by the Authority. These are being

the following initiatives;

a) Good health and well-being (SDG 3). The Authority strives to undertake

Audits to identifo accident black spots, implement intervention measures and

safety education to reduce accidents;

b) Gender Equality (SDG 5). The Authority encourages mainstreaming of gender

lives.

,

the

to

ln

project and programmes by incorporating compliance to one third gender rule in

and recruitment;

c) Industry, innovation and infrastructure (SDG 9):'l-he Authority develops quality,

to

e,

e

sustainable arrd resilient inl}astructure including regional and trans-border i

support economic developr.rient and liuman wellbeing with a focus on affordable and

access for all;

d) Sustainable cities and comntunities (SDG ll): The Authority endeavours to

paved road network to hithcrto underserved areas in the region to irnprove nationwide

to high speed and all - weathcr connectivity; and

e) Climate action (SDG 131:1-l'te Authority endeavours to combat negative impacts

development throurgh envirortmental rnitigation, clirnate change measures and complian

National Environment Management Authority (NEMA) requirerrrents in all devel

projects

2. Environnrental perlbrnlancc

I'he Arrthority is working towards ensuring cnvironrnental sustainability in proj

Lrrrdertaking tree plantirrg exerciscs, implcnrerrtation of road beautification progrants, en

rcinstatement of quarrics attd borrow pits after construction works, unclertakes rc

[;ltvirontnental Impact Asscssrrtent (EIA) Auclits, carrics or"rt M&E orr L]nvirorrrlcnt ancl

x
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ainability reporting (Contin ued)

Ps) as well as [:.nvirilntnentaI Social Impact Assessment (lrSIA) on

ntments, the Authority takes deliberate actions to embrace Equal

ity policies, gcndcr mainstreaming, addresses concerns around Persons

s (PWDs) and takes affirrnative actiorr in line with prevailing

elines. The Authority prioritizes training to develop technical capacity

f Value lJngincering, Project Financing, Project Contract Management,

and Safety

racticcs

to ensure responsible competition practices through undertaking annual

projects, monitoring thc implementation of policics arrd hrrther promotes

eots. 'l'he Authority equally sensitizes staff on corruption and integrity

to bc actively involved in the negotiations during budget sector

increase budgetary allocations fbr projects thus horrouring corrtracts t'ry

on time

ngagements

tatiorr of the Projcot, thc ALrthority is conrrnitted to rcmaining a

citizen by bcing accountablc for its actions through engaging in PLrblic

Projcct's goal in tcrrns o['commurrity cngagcnrcnt is to lostcr long-term

stakeholders and oonrrnunities around the pro.iect. 'l'he airn is not just to

stcr dcvcloprncrrt but to cnsLu'c collaboration u,ith thc local communities to

lc social economic dcvcloprncnt. Tho pro.lect staff is also encouraged to give

partioipating in the Authority's corporatc social rcsponsibility irritiativcs

sivc growth antorlg thc con-rn-runity arouud Lhc prtr.icct trrca, tlrc pro-icct has a

laining urremployed ytluth around the project area.'l'o enharrce social

ects, the ALrthority r.rnclertakes I{escttlcnrent Action Plarr ([{AI)) str.rdies arrcl

rccon-lmenclations. carrics oLrt Social Intpact Asscssr.ncrrts (Sln ), unciertal<cs

arling and conduct stakcholclcrs' lorurn to scnsitizc the public in several cr'()ss-
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(llrr7.1unto.yo-' IJoruthoro - l-ungu I.urtgu - Mulindi Roud Project: lrhusa I)
Annual llaport unl li'itrortciol Slutcnrcnts.fbr lhe.finuncicrl yeur cntletl June 30, 2023

5. Stalcnrcnt of l'ro.lect Managerrrcnt llcsponsibilitics
'l'hc l)ircctot. (icttcral, KcNIIA and thc l)ro.jcct Irnplcnrcrrtzrtiorr 'l'carn L,eaclcr ltrr (Bauarlol,o-
Ilorolloro-l.urtsa l,unga-Malincli I{oacl pro.lect: phasc I) arc rcsponsible lor thc preparation arrrl
presctttatitltt ol'the l)rojcct's flnarrcial statcments, rvhiclr givc a truc and I'air vicu, of thc statc tl['
alfbirs ol'thc l'rojcct fbr ancl as at thc cnd o1'thc f"inancial ycal cncled on .lunc 30, 2023. I'lris
rcsponsibilitv irtclttdcs: (i) rnaintaining adcquatc llnancial nranagelrcnt arrangemcnt ancl
cnsttring that tlrcse cotttinuc to be cll'cctive throughout thc rcporting period; (ii) rnaintaining
proper accoLtttting records, which disclosc with rcasonable accuracy at any tinrc the financial
position of'thc l)ro.iect; (iii) dcsigning, implcmenting and marintairring internal controls relcvant
to thc prcprtt'tttiort and lair prcscntation o1'tlre llnancial staterr-rcnt, ancl ensuring that they arc
fiec ll'onr ttlttcrial nrisstatemcnts, wlrcthcr due to crror or fi'aud; (iv) saleguarding the asscts ol'
the Pro.iect: (r,) selecting and applying appropl'iate accounting policies; ancl (vi) nrakirrg
accounting cstinratcs that arc rcasonablc irr thc oircumstances.

l'he l)irector (ieneral, KeNHA and the Project Implementation Team Leader for (Bagamoyo-
Ilorolloro-l.utttttt Lttnga-Malindi Road proiect: phasc I) accept rcsponsibility lor the Projcct's
flnancial sttttcnrctrts, which lrave becn prcpared on thc Cash tlasis Methocl ol'Financial Reporting.
using appropriatc accouttting policies in accordancc with International Public Sector Accounting
Standards.

'fhc Director (icncral, KeNIIA arrd the Project Irnplcmcntation 'l-cam l-eaclcr lbr (Baganroyo-
Ilorolloro-l.uttga [,unga-Malindi I{oad projcct: phasc I) are oi' tltc opinion tl.rat thc Pro.iect's
Ilnancial statcntcnts givc a lruc and Iair view o1' tlic state o{' I)rojcct's transactions during tlrc
ljnanoial ycar cndcd .lune 30, 2023, and o1'the I)r'ojcct's financial posilion as at tliat date. 'l'hc

Dircctor (icncral, KcNIIA ancl the l)rojcct Irlplemcntation 'l'eanr l-cacler fbr (tlagarnoyo-
Ilorolloro-l.ttnga l,unga-Malindi Roacl projcct: plrasc I) furthcr conllrrn thc cornplctcncss ol-tlrc
accottntittg rccords niaintainccl for the l)rojcct, whicli havc bcen reliccl Lrpon in the prcparation o1'
thc Pro.icct Irlrarrcial statctrcnts as well as the aclecluacy of the systcnrs of interrral financial
contro l.

'l'he l)ircctor (icttcral, KcNIIA and tlrc l)rojcct lr-nplcmentatiorr'l'eanr l.eadcr lor (llagamoyo-
llorolloro-l.ttttga [.urrga-Malindi Road projcct: phase I) conlirrn that thc Project has compliecl
lillly with applicablc Govenrment l{cgulations ancl the terrrs ol'cxtcrnal linancing covcnzrnts, ancl
that l)ro.jcct lirntls rcccived dLrring the financial year undcr auclit wcrc usecl fbr thc cligiblc
pllrposos lbr u'hich thcy rvcrc irrteuclcd ancl were propcrly accountcd {br.

Ap;r rova I ol' t h e P rrrjcct lin:r ncial statcm ents

'l'he I)rcr.jcct Ilnancial statclnent
Irnplcn-rcntation'l'c:rn-t Loadcr
pltast'1.1ort ?r: Qrp ?fi?lI- U L':-.1 1-.a"'

Nt-\

s wcrc apltrovcd b),thc l)ircctor (lcncral. I(cNIIA anci thc lrrojcot
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the contents of my report which is in three parts:

I Statements that considers whether the financial statements
in accordance with the applicable financial reporting framework,

and the relevant laws and regulations that have a direct effect
nts

and Effectiveness in Use of Public Resources which considers
e laws, regulations, policies, gazette notices, circulars,

and whether public resources are applied in a prudent,
transparent and accountable manner to ensure that the

value for money and that such funds are applied for the

of lnternal Controls, Risk Management and Governance
ow the entity has instituted checks and balances to guide internal

ponds to the effectiveness of the governance structure, the risk
ronment and the internal controls, developed and implemented by

governance for orderly, efficient and effective operations of the

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

are properly designed and were working effectively in the financial

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

INANCIAL STATEMENTS

financial statements of Bagamoyo- Horohoro - Lunga
Project (Phase l) set out on pages 1 to 22, which comprise of the
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dstatement of financial assets as at 30 June, 2023 and the statement of receipts and
payments, statement of cash florvs 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 PublicAuditAct,20l5. lhave obtained all
the information and explanations which, to the best of my knowledge and belief, were
necessary for the purpose of the audit.

!n my opinion, 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 !) as at 30 June, 2023, and of its financial performance and its cash
flows for the year then ended, in accordance with lnternational Public Sector Accounting
Standards (Cash Basis) and comply with the Financing Agreements Credit
No.2000200004662 and No.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-financiat assets which as disclosed in Note 5 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.

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

The audit was conducted in accordance with lnternational Standards of Suprenre Audit
lnstitutions (!SSAls). I am independent of the Bagamoyo - Horohoro - Lunga Lunga -
Malindi Road Project (Phase l) Management in accordance with ISSA! 130 on Code of
Ethics. I have fulfilled other ethical responsibilities in accordance with the ISSAI and in
accordance with other ethical requirements applicable to performing audits of financial
statements in Kenya. I believe that the audit evidence I have obtained is sufficient and
appropriate to provide a basis for my qualified opinion.

Emphasis of Matter

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 I) ID NO:
PZI-DBO- I 29 for the year ended 30 June, 202 3 - Kenya National Highways Authority
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The ba nce des ounts of Kshs.3,132,536,161 and Kshs.50,570,901 in relation to
acqur n d and upply of services respectively. Management did not provide any
explan n the no -settlement of the bills within the financial year under review.
Failure bills du g the year in which they relate adversely affects the provisions
of the nt yea to which they have to be the first charge

My opi on the effects of the matter

Key

Key
signifi
report

rs

a
eau

those matters that, in my professional judgment, are of most
of the financial statements. There were no key audit matters to
review.r

U
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were

r Matters

of previous year, several issues were raised under the Report on
d Report on LaMulness and Effectiveness in Use of Public
Management has not given any explanation on how the issues

ents an

ULNESS AND EFFECTIVENESS IN USE OF PUBLIC

18 March, 2022 for a contract amount of Kshs.7,590,747,593. The
48 months broken down into 36 months for construction and 12

Development Bank was signed on 10 June, 2020. According to
Financing Agreement, the closing date for the loan is

documentation, including the monthly progress report (MPR) No.10,
30 June, 2023, the contractor's amount certified to date was

f,

RE
RE

Con

As
pe

has

S

Lot

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

in Use Public Resources section of my report, I confirm that, nothing else
my ntion to cause me to believe that public resources have not been

app lly and n an effective way

nclusi n

lm ntation-Lot I

for Bagamoyo - Horo Horo - Lunga Lunga - Malindi Road Project-
ned

co
m
of

n ion period. Further, the loan agreement between the Republic
the

S 7
31

of
202

AS

,077 ncluding interim payment certificate (lPC) No.1 - advance payments
r, the report revealed that the amount paid to date to the contractor
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)
was Kshs.585,332,008. However, and despite the payments made and a project time
elapse of 7.5 nrtlnths or 20.8% of the expected contract period, the contractor hati 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 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(1Xa) 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 overall governance were not effective

Basis for Conclusion

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standards
require that I plan and perform the audit to obtain assurance about whether effective
processes and systems of internal control, risk management and overallgovernance 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.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

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

i. 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. ln my 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 I) ID NO
PZI-DBO-129 for the year ended 30 June, 2023 - Kenya National Highways Authority
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)
an effective way, in accordance with the provisions of Article 229(6) of the Gonstitution
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 oontrol that
might be material weaknesses under the lSSAls. A material weakness is a condition in
which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements caused by error or fraud in
amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions.

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

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

ldentify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence 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 internalcontrol.

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

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. lf I 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 ease to
continue 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.

o

a

Report of the Auditor-Generql on Bagamoyo - Horo Horo - Lunga Lunga -Malindi Road Project (Phase 0 ID NO
PZI-DBO-129 for the year ended 30 June, 2023 - Kenya National Highways Authority
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?
,:(Bagamoyo - Horohoro - Lunga Lunga - Matindi Road Project: Phase I)

Annual and Financial Statements the year ended June 30, 2023

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

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

financial statements. 'l-he financiar statements were approved on 2 6 sEP 20?1

of the

signed
by

Eng. Kungu N
Director General

Date 26 StP ?A?1

Eng. ry aku ru
Ag. Director -Development

Date 26SE? 20?l

ICPAK No.82

Date 2 0 sEP

CPA
Depu

nJe

ty

Note
2022t23

Kshs il 2021t22

Kshs

24,072,545

2

24,072,545

Cash and Cash Equivalents
Bank Balances

Total Financial Assets

Financial Liabilities
Third Party Payables - Retentions

Cash and cash equivalents b/fivd
Surplus (Deficit) for rhe year

Financial Assets

Net Assets

Represented By:

Net Financial Position

6

7

24,072,545

I

I

I

2



202112022Note 2022/2023

100,000,000

212,402,71)4

(20,103,977)

51,021,266

(5{1,884,643)

292.298,8L7 (7,863,377)

(2.711 ,042,314) ( 1,351 ,214,177)
(1,351,214,177',)(2,711,042,,314)

2.442.816,042 I ,359,077 ,554

1,359,077,5542,442,816,042
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5. Signi rtt u nting l'olicics

'l'he princ

out below

trng po ics adopted in the preparation ol'these financial statemcnts arc set

a) en compl and basis of preparation

'l'he fin al e nts vc been prepared in accordance with Cash-basis IPSAS financial

reporting

accountin

nder cash is of accounting, as prescribed by the PSASB attd set out in the

pol notc bc ow. This cash basis o1' accounting has been supplemented with

for; recetv es that include imprests and salary advances and b) payables that

include ns. The financial statements comply with and conl'orm to thc Ibrm

the PSASB.ofp

The

bcd

icies ad have been consistently applied to all the years presented

b) rtin tity

The ial ents for (llagamoyo-Horol{oro-l-unga Lunga-Mal i nd i Road project: phase

I Higlrways Authority. 'fhe financial statcmetlts are lbr the reportingI) under

entity ( oroll [.unga Lunga-Malindi Road project: phase I) as reqr"rired by Section

8l ol'th PFM ,2012

c) rti rrcn

c

hill90 unga - Malindi Rourl Project: Phose I)
ts for the nonciul eqr ended June 30, 2023

rc presentcd in Kcnya Shillings (Kshs), which is the ftrnctional and

pts

cct and all valucs arc rounded to tlie nearest Kenya Shilling

Lunga-Malindi Road project: phase I) recogniscs all rcceipts l}om

cvcrrt occurs, artcl the relatcd caslt has actually becn rcccived.

Iixcheq ucr

recognizcd in the books o1'acoottnts whctr cash is rcccivcd. Casli is

cr1 payment instrr-rctiort is issucd to thc bank atrcl notiflecl to thc

c

r lio cqu ls

ccivccl wh

en

Iix I Assis ncc

IlCC IS onics rcccivcd through grants ancl loans fl'orn nrultilatcral artd bilatcralS

5
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las
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Significant Accounting Policics (Contin uecl)

iii) Other receipts

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

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

time associated cash is received.

iv) Donations and grants

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

considered as received when a payrnent advice is received by the recipient

beneficiary. In case of grant/donation in kind, such grants are recorded upon recei

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

on the payment advice.

v) Proceeds from borrowing

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

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

vi) Undrawn external assistance

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

funding for the Projcct currently under developrnent where conditions have

their ongoing satisfaction is highly likely and the project is anticipated to continue

An analysis of the Project's undrawn external assistance is shown in the funding su

e) Recognition of payments

The Project recogniscs alI payments when the event occurs, and the related cash

been paid out by the Projcct.

i) Compensation to cmployees

Salaries and wages, Allowances, Statutory contribution for employees are

period when the compensation is paid.
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Significant A un

ii) Usc f
Goods

consun'] and

they shal

iii)

di

Borrowi

incurred

iv)
-l-he re me

which repa

financial

v)

The pay rrt

acqulsr n

respecti

considc

A fixed ct

consoli lotl

staterrt ts

f)t nd

ln-ki contr

and/or crvl

u

v

on

AS

cqLlr

can rcliab

pay

corrtlr lolt

h

olicies ntin uetl)

nd ices

ognizccl as payments irr thc pcriod when tlte goods/serviccs arc

ot paid fbr during the period whcre goods/scrvices arc ctltrsttnted,

are

for. lf
asp ing bills.

b ng

interest are recognized as payment in the period in which thcy are

of ing (principal amount)

pnncl amount o{'borrowing is recognized as paymcnt irr the period irr

.'fhe stock of debt is disclosed as alt annexurc to tlie consolidated

incl

tis

n of fi asscts

ISI of property plant and equipment items is not capitaliz-ecl.'l'hc cost of

m disposal of these iterns are treated as payments and receipts items

an set is acquired in a non-exchange trausaction for nil or nonrirral

thc value o1'thc asset can be reliably cstablished, a contra transaotion is

and as payment.

aintained by thc Authority and a summary providcd for purposes of

IS is disclosed as an anllexllre to the corlsolidated financial

nations

lons donatiorts that arc macle to the Projcct in the ftirtrr o1'actual goods

iu nrortcy or cash tcrtns. '['licsc donatiorts rlay incltrdc velliclcs.

ices. Where thc llnaricial valttc rcccivcd lor in-kirrd contributions

dctcrmi , thc Prcr.icct inclttdes sucfi vallte in tlie statelllcnt o1' rcccipts ancl

ancl as paymcnts in eqr.ral and opp6site arnguuts: othet'rvise, thc

cd

S

ster is

rsonncl

as recel

7



Significant Accounting Policies (Continued)

g) Cash and cash equivalents

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

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

convertible to known amounts of cash and are subject to insignificant risk of c
Bank account balances include amounts herd at the central Bank of Kenya

commercial banks at the end of the firrancial year.

For the purposes of these financial statements, cash and cash equivalents also incl
cash imprests and advances to authorised public officers and/or institutions

surrendered or accounted for at the end ofthe financial year.

h) Restriction on cash

Restricted cash represents amounts that are limited/restricted from being used to
for at least twelve months after the reporting period. This cash is limited for
required by stipulation. Amounts maintained in deposit bank accounts are

refunding third part deposits.

i) Imprests and Advances

For the purposes of these financial statements, imprests and advances to
officers and/or institutions which were rrot surrendered or accounted for at the

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

the imprest payments are recognized as payments when fully accounted for by
AIE holders. This is an enhancement to the cash accounting policy. Other accoun

are discloscd in the financial statements.

j) ContingentLiabilities

A contingent liability is:

a) A possible obligation that arises fi'om past events and whose existence will
only by the occurrence or non-occlrrrcnce of one or more uncertain future

within the control of the entity; or

b) A preseut obligation that arises lionr past events but is not rccognised because:

8
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k)
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control
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appropr

inflow

reliably,

in which

r)

Pcrrding

goods or

cash in

not

ntia

nally

whi

ing Poli ies (Continued

blc th t an outllow of rcsourccs enrbodyitrg ccononric bcnclits or servicc

ll be rcq ircd to settle thc obligation; or

ol'tlro ligation cannot be nreasurcd with sufficient rcliability

liabiliti rnay arise from: litigation in progress, guarantecs, itrdemnitics

pport, t sLrranoe, I'}ublic Private Partncrships,

rccogrl l a contingent liability burt discloses details of any contingencics in

cial sta ents unless the possibility olan outflow of resources embodying

potential is remote

gcrrt I

sets

ilities in tlte year

ro-1, LLrnga-Malindi Road projcct: phase I) does not recognize a

details ol- a possible asset whose existence is contingent on the

of one or more uncertain lttture events not wholly within the

o-ll toro-l,r,rnga Lunga-Matindi Road project: phase I) in the rrotes to the

Conti rrt assets are assessed continually to ensure that developrnents are

IN c finarrcial statements. l{'it has become virtually ccrtain that an

bcncllt or service potential will arise and thc asset's valuc can be measured

ated rcverrue are recognized in the Ilnancial statcmeuts of the period

OCCLI

t disclo

CCLI

d the

o1'un

Llnng

peil

led.

aicl liabilities at tlte end ol'the financial ycar arising {l'orn contracted

year or in past ycars. As pencling bills do not involve the payn,ent of

thcy recorded as 'merrtortlttduttl' or'of1'-balance' Whcn thc pending

patymcnts are inclr.rded irr the state nlent of receipts artd payrnents in

c payr1l ts arc tnacle.
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Significant Accou nting Policies (Continued

m) Budget

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

classification basis (except lor accounts receivable - outstanding imprest and

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

period as the financial statements. 1'he project's budget was approved as requi

National rreasury Regulations, as well as by the participating development

in the Government of Kenya Budget Printed Estimates for the year. The

are budgeted for under the MDAs but receive budgeted funds as transfers and

separately. These transfers are recognised as inter-entity transfers and are

consolidation. A high-level assessment of the project,s actual performan

comparable budget for the financial yearlperiod under review has been included

t hes e financial state me n t s.

n) Third party payments

Included in the receipts and payments, are payments made on its behalf by to
florm of loans and grants. These payments do not constitute cash receipts and

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

o) Exchange rate differences

The accounting records are maintained in the functional currency of the pri

environment in which thc Project operates, Kenya Shillings. 'fransactions in forei

during the yearlperiod are converted into the functional currency using the

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

the settlement of suclr transactions and from the translation at year-end

rnonetary assets and liabilities denominated in foreign currencies are reco

statements of receipts and payments.
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adjustments in the current year

dj

pnor

ll



/,

L

6. Notcs to the Financial Statcmcnts

l. Transfcrs from Government entities
'fhese represent counterpart funding and other receipts from government as follows:

2. Proceeds from domestic and foreign grants

During the flnancial period to 30 June 2023, wc rcceivccl grants fi.om do.ors as

below:
n the table

FY
2022/2023 202

Kshs Ksh

mulative
te

Counterpart funding th
and Infrastructure

rough Ministry of Transport

funds Quarter I 2 35 351I
funds uarter 2C

5 7225
Cou funds Quarter 3 l1 43 I 920 30

funds 4 25 500 000 6 781 8l 763
Total

5 1 I
vernment entiliesOther

Annu fund
funds Quarter IAnnui
funds Quarter 2Annu

An funds 3

Annuity funds 4 49 500 000
Total 49 9 00

riations-in-AidA

Total

Grand Total
1 51 I I 1

Name
of
Donor

Datc
received

Amount
rcceivcd
in donor
currencY

Grants
received
in cash

Grants
reccived as

direct
payntcnt

Grants
rcceived
in kind

Total
amount

Total
amount

FY
202U22FY 2022t23

ulative to

Euro Kshs Kshs Kshs xsnsilf Kshs
F,LJ

FY
2022t23 l,3Bg,42l 2t2,402.794 212,402,794 mt

"12,402,'l94Total
l,3gg,42l 212,402,794 212,402,794 mt t12,402,794

t2



a

tlotes To'l'hc 2rnct atcnr

3. Loan Ex al Dcv

ts (Continucd)

opmcnt Partners

.lune 3 we receivecl lunding fi'om developtncnt partners in l'orm ol- loatts

Nati '['reasu as detailed irr the table below

rvrces

I)rrring the 12

negotiated by

4. Purch

ths o

-ti

A

:U

Total anrount
Total

amount

rte
ed

Iount
I loan
rcncY

Loans
eccivcd

in
actual

amount

LOIIIS
rcccived as

direct
paYment

Name
of
Donor

T

Rccei

FY 202u22

Cummulativc
to date

FY 2022123

Kshs KshsKshs Kshs Kshs
Duro /

UA

1.720.442.t611.279.291.191 1.279.291.191 441,150,970
rY
'23 ;2,391ADB

202:

2. r01.200.9901.163.s24.851 917.926.584
i'Y

'23 18,9s5 1,163,524,851ADF 202
3,821,643,1512,442,816,042 2,442,816,042 1,359,077,554Total

)(:of G [s and S

FY 202y22FY 2022t23

Total

Cumulativc

M
Enti

Payments
rde by the
iy in Cash

Paymcnts
made by

third
parties

'l'otal
PaynrentsDescription

Kshs KshsKSh KSh KSh

43.023.066 55,206,7072,1 83,64 1 12,183,641
&.Dornestic Travr

Subsistcnce

t0.146,0942.141,894 1,998,200
Scrvi )e

2,747,894
Communicatiot
& Supplics

32.185.3145,t72,442 7,863,371
nploy :d

5,172,442
1'raining oI Un,

Youths

58,884,643 98,738,17514,931,535 5,172,442 20,103,977l'otal

l3



Notes 'fo The Financial Statemcnts (Continued)

5. Acquisition of Non-Financial Assets

6. Cash And Cash Equivalents

6..4' Bank Accounts

7. Accounts Payables-Retention

Item FY 2022t23 FY 202y22
Payments
made by
thc entity

Payments
madc by

third parties
Total

Payments Total

nulative
rdate

KSh KSh KSh Kshs Kshs
Construction of roads

2,479.601 .881 2,479,601,991 1,351,214,177 1,816,059

Research, studies, project
preparation, design &
supervision

24,067,261 170,444,513 194,511,774 1,511,774

Acquisition of land 36.928.659 36,928.6s9 ,928.6s9
Total 60,995.920 2,650,046,394 2,711,042314 1,351,214,177 1256,491

2022t2023

Kshs t t2022

ths

Bank accounts Q.{ote 6.4) 24,072,545 il
Total 24,072,545 ft

2022t2023

Kshs ffi, lhs

022

Co-opcrative Bank of Kenya Ltd A/C: '0ll4l160979900 24,072,545 ml
Total 24,072,545 mt

Description 2022t2023 ilh t2u2022
Kshs TT Kshs

Retention - ments controlled the cnti illt
Total mt

t4



Other

l. Pcncl

2. Accou

3. Chan

4. Exter

a. Exte

u rcs

(Annex 4)

ntions (Annex 6)

lcs - Iletcntions Controlled by 'l'hird Parties

tin loans and rants

a

rU

rlr por'

lAcc

rt l)isclo

tts l)aya

Bt lance b/f FY
1022t2023

Additions for
thc pcriod

I'}aitl during the
ycar Ilalancc c/f

r,^Y 202212023Descri ,tion

Kshs Kshs Kshs Kshs

2,479,601,881 2,479,601,881Constructiorr f roar S

36,928,659 3,132,536,161Larrd 3,169,464,820Acquisition o

214,615,7 51 50,570,901lccs 20,208,746 244,977,905Supply ol'scr

5,894,044,607 2,731,146,291 3,183,107,062Total 20,208,746

ts Pa' a rles - Re

FY 2022t2023 FY 202t/2022Description
KshsKshs

308,166,638 17,625,955I{etention Co Lrolle y'l'hird I arties

308,I66,638 17,625,,955Total

sinl c runts Pa

FY 202212023 FY 2021/2022Description
KshsKshs

.rl 17,625,955Retentions as rt Itt.

17,625,955rts pz llcs as al 30tl'Junc 308,166,638Closing accor

17,625,955290,540,684Change in pa ables

sl lncerl Ass

FY 202il2022l^'Y 2022/2023
KshsKshsDcscriDtion

212,402,794ance :ived as irarrtsIlxternal assir

2,442.816,042 I ,359,077 ,554ANCC :ivcd as oansExternal assis

2,655,218,836 1,359,077,554Total

al as rs ancc rcl
ttY 2022t2023 ttY 202U2022

Kshs I(shsf)escriDtion
irants 2t2.402.194Iixtcrnal assi: altce er riveci as

t.359.071 .554oarls 2,442.816.042Extcrnal assi: AIICC cr civcd as

2,(t55,218,836 1,359,077,554I'ota I

l-5



L

b. Undrawn external assistance

c. Classes of roviders of external assistance

d. Pu and usc of external assistance

e. External Assistance id Third Parties on behalf of the Enti Source

Purpose for
which the

undrawn external
assistancc rnay be

uscd

FY 2022t2023 FY

fll
022

Description Kshs II Kshs
Undrawn external assistance - grants 4,377,042.206
Undrawn external assistance - loans 21,223,252.106 t9 55,121
Total

Acquisition Of
Non-Finarrcial

Assets 25,,600,294,312 1g,ilk 55,121

FY 2022/2023 Fil2 112022

Kshs rt Kshs
Multilateral donors 2,655,2t9.936 I 77,554
Total 2,655,219,936 1;II' 77,554

Payments Made bv Third Parties FY 2022t2023 FY] t2022
Kshs f,I Kshs

isition of Non-financial AssetsA 2,655,219,936 1.3I0 '7,554
TOTAL 2,655,219,936 1,3I0 7,554

FY 2022t2023 FY] t2022
Descri Kshs II Kshs
Multilateral donors 2,655,219,936 1,3I0 7,554
Total 2,655,219,936 1il 7,554

l6
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a
(Bagamo-yo - Horohoro - Lunga Lunga - Matindi Rood project: phase I)
Annual Report snd Financial Stutementsfor the/inoncicrl ltsot endecl June 30, 2023

Annex 3: Reconciliation of Inter-En Transfers

The above amounts have been communicated to and reconciled w

Eng. Kungu Ndu
Director General

CPA Ch je Kera
Deputy Director (F
ICPAK Member No.

26 SEP 202J

Date Datc

department

2e stP ?021

Break down of Transfers from the State rtmcnt of Roads

Ilank Statement Date Amount (KShs)
ficate the

lto which
'amounts

relate
a Government Coun terpart Fundin

30- 25,000,000 2022/23
27-Jun-23 25,500,000 2022/23
Total 50,500,000 lt

b. Direct ents

NONE
Total

c. Other transfers from government entities

Annu fund
25-Ma 23 49,500,000

F.
( 2022t23

Total
TOTAL(a+b+c 100,000,000

the parent Min

1t:+
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