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PROJECT INFORMATION AND OVERALL PERFORNMANC

[.1 Name and regist

‘[ Project Name

Project Objectives

Project Reaistered
| Ottice and Physical
| .

| Location:

! Project Address

|

Contacts:

1.2 Project Information

1 Project Start Date:

Eldoret - Webuye - IAo}i | >0 November 2010

i W chjLil:\ ¢ - .‘\-/‘[‘cilvl‘slAb‘d l:ﬁ;

| Project bnd Date:r

ered office

Northern Corridor Rehabilitation Programme — Phase I (Eldoret-Turbo-
Webuy e-Malaba Road [mprovement Project

(a) The Avrcement’s objectives are in contormity with GOK/EC 2003-
2007 OSSP which identifies road intrastructure as one ol its main sectors.
sctting at its principal aim the sustainable contribution by the roads
mftrastructure  sector  poverty  reduction.  and  economic  and  social
development in Kenva

(b) Consequently. the overall objective of Northern Corridor Rehabilitation
Procramme Phase [T 1s to contribute to the c¢conomic crowth. the
tmprovement ol living standards and hicher regional integration between
Nenva and the neighbouring land locked countries through a sustainable
and sate nattonal road network ol which the Northern Corridor (from the
part ot Mombasa through to the Uganda Border at Malaba) constitutes its

backbone.

[he project headquarters oftices are at Barabara Plaza. Jomo Kenvatta
(nternational Airport. Natrobi. Oft Mazao Road (Opposite KO AN

Fleadquarters)

PO Bos 19712-00100
Nairobt

[elephone: 020-8013842: Email dg'eekenha.co.ker Website

wiw henha.co.ke

[ he project start date is:

|1 \\)}'gmhcr 2()}()

[ he project end date is:

| Eldoretr - Webuye —7l.oilﬁl '3 October 2015 ) -
- Webuve - Malaba Lot 2 15 August 2015

| Project Vanager:

Project Sponsor:

Ene. George Amingh

[he project sponsor is The Furopean Union-H
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ne

Other

I3 Pt

I
Department ol the project

oject Overview

Ministry/State

Project number

Strateuic goals ol the
Project

important

background mformation ol

the project

i Project duration

1.4 Bankers
Co-operative Bank of Kenya [.1d
(Tpper Hill Branch.,
Nairobi ;
\ceount Number: 'O 141160979900

[.5 Auditors

\uditor Gieneral
Othce ol the Auditor - General
). Box 30084 - 00100 GPO
Natrobi

P

November 2010 and was expected to end on Lith August 2015
I N dand was expecied i , U1 AUZ VLo

[he project s under the supervision ol the Mintstey of [ransport.
[ntrastructure. Housme. Urban Development & Public Works

)04/07

Finance Agreement 9774KE & Project Identitication No. KE/(
[rattic conditions on the Northern Corridor between Eldoret and
Malaba are improved with better road satety. lower operating and

journey costs and substantial time sav ings.

- R
[he project which s being implemented i two stages situated within
the Ritt Valley Provinee and Western Provinee. thus from Eldoret

[urbo  Webuve Road (A 104)  approximately about 41 Kms and
Webuve - Buncoma approximately about 30 Kims  whose activities
include  construction  works and  construction ol roadside  socio-

cconomie trastructure and services.

The sections proposed are as follows:-

LOT T - Elidoret - Twbo = Webuve Road Project -Length 41 Kims

I (()l 2 - \\cl;u_\;i '\;[“,I,"Ill“, - Length S0 ks

[he project ts financed jointly by Government ot Kenva at a rate ot
22.08 u plus taxes and excluding taxes by Buropean Unton at

F1:9028%,

Lot I ol the project started on 26th November 2010 and was

expected to run until 31 October 201~ while lot [ started on 1 1th
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Reports and Financial Statements
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1.6 Roles and Responsibilities

- B I
: | Title Key ‘
Names : : TP | Responsibilities
designation qualification
: ‘ . f Director. o ’ ’umu [mplementine [cam
ng. David A. Muchilwa | Engineer [ I ;
: | )L\dnpmu | | [ cader

R [ R i B I

Eang. Georee Amingh J Project Engineer | Engineer ' Project Implementing Fnvineer

.7 Funding summary
The Project funding is for duration ot ten vears from 2007 to 2016 with an approved grant of EURO
83.739.992 Million equivalent to Kshs 8.662.438.403 as hichlichted in the table below:

Below is the tunding summary
A, Source of Funds

| | ] 7\71711()7unt71 u:i\ ;d to 30th | ({,]{{}‘;IQ\‘I; ) }
o . : ! ‘ecelve ) D

Source of funds Donor Commitment June 2021 ( ' balance to 30th |
' T | June 2021 )

| I B . _ o — Uit =Vel

Do | S | , onor |

Donoi | Kshs Donor Kol ’[ Donoi T Kshrs |
currency | cuarrency currency ,
S _ I .- _ i ]
oo | (A7) |
(1 . ' 2 ) (-1 B T
7 l () ) (A,l ) ” //7) - ,([ ” {{)/ By
(1) Grant - URO » - o ‘ N [
| Luropean Union 81000 - 8.373.786.000 M »l‘) \‘)(\ Lo (() 652.819 | - ,
B - I I T - = I o |
(ii)('mmtm'pzn‘t ; [
funds . - R ! - .
3 e N S | |
Lot ol 3.617.201.287 5.617.201.287 | |
| Kenyva e b T I N
l Total 81,000,000 1 13,990,987,287 8(),31‘),5‘)8 71’» 27 8\4 Il)() | - - [

B. Application of Funds

— —re |
_— ’ . ‘ . . [nutilised

‘( Application ot Amount received to 30th Cumulative Amount paid tlirice o SOk 1’

) funds June 2021 } to 30th June 2021 o § !

r N [ ) _ June 2021 |

) " { I ) . . | D : F - i

I Donoi Kshs | Donoi Kshs 0nol Kshs |

currency | currency | currency i

| B RN R —

[ | | (.1 l () - (B3 f !F(/)}V' //),».) ‘

K Grant | FURO 7 1 | o

; l wropean Unton | 80319598 8.306.632.819 | 80.319.398 8.306.652.819 - |

!

(1)L o
(u )( nunlu[mnt tund\'

Croverniment ol - ) 7
NOLT7.201.28

P Rens a .
Total L 80310398 13923,854,106 80,319,398 | 13,923.854.100 -

i
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[.8 Summary of Overall Project Performance:

Hudwlpulmmanu against. actual amounts tor current year

Receipts/Payments Ttem

C )l\ll Rl’\Rl FU \l)S (()[\

|
:
| A
!

cquisition of non-financial asscts

I’Ludm\L ol wmd\ & sery lu,\

I GRANTS FROM DI Vl< L ()l’\’ll NT P. \RT \l RS
[ Acquisition 0[ non- llnanudl assets

Total Pay ments

B 4,303,353 |

Y 202072021

. e -~
l}uglgctn". ‘ Actual

4.303.353

|

V

V |
. . A
5356613

* |
|
Py
J
~
®
| N |
l s
\'—*v*'—'“‘ﬂ‘— —

Ph\ sical progress b ased on oulpul\ outcomes and tmpacts sinee project commencement;
Both [Lots are substantially complete and has been taken over bv the Employer

1.9 Summary of Project Compliance:

0
(1)

L ( 0%

[here were no cases of non-compliance with the applicable laws and reeulations. and essential external

[ine munU agrecments/covenants

[
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STATEMENT OF PERFORMANCE AGAINST PROJECT'S PREDETERMINED OBJECTIVES
Below is a summary of the Project’s pertormance acainst the predetermined objectives:

| Objective ' OQuteome ' Indicator Performuance
_— —
| Contribute to the | [rattic conditions on | Project s completed
cconomic - growth. the | the Northern | and  opened o the
|. = e T [mproved Road .
| improvement ol living | Corridor between Sl public hence
A Salety ; :
| standards and  higher | Eldoret and Malaba | : improvine  on  road
regtonal integration | are improved  with » | satew -
between Kenya and the | better road — satety . “ Project is completed
netehbouring land | lower operating and and  opened to the
. . | 5
locked countrics | journey  costs  and | . . public hence
A . ; | Operating & journey A .
through a  sustainable | substantial time Cost T © | reducing operating &
. . ; OsIs . ) -
and sale national road | savings, ‘ journey costs
network ot which Lhc‘ !
| Northern Corridor | | - ] s
’([‘mm the  part  of | Project is completed
} Mombasa  through 1o = ! and  opened to the
l‘[hc Ugcanda Border a r Y public hence
- . ravel Time : .
| Malaba) constitutes its | | N reducing travel time
|

j backbone. ,‘ ‘

[ S
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CORPORATE SOCIAL RESPONSIBILITY STATEMENT/SUSTAINABILITY REPORTING

I

Sustainability strategy and profile

Sustainable Development Goals (SDGs) 2015-2030 provides a plan ot action for the people and

prosperity. Five out of the seventeen goals are pertinent to management of projects beine undertaken by

the Authortty. These are being addressed through the tollowing initiatives:

)

a)

d)

Crood health and well-being (SDG3) The Authority strives to undertahe Road Satety
Audits to identity accident black spots. umplement intervention measures and provide road
satety education to reduce accidents:

Crender Equality (SDG ) The Authority cncourages mainstreaming ol cender equality in

project and proerammes by incorporatine  compliance to one third cender rule in
procurcment and recruitment:

[ndustry. innovation and infrastructure (5D 9) - The Authority develops quality | reliable.
sustainable and resilient infrastructure including reeional and trans-border intrastructure to
support cconomic development and human wellbeing with a tocus on attordable and
equitable access torall:

Sustainable cities and communitics S0 (7 The Authority endeavours 1o extend the
paved road nctwork to hitherto underserved arcas i the region to improve natimmidc
access to hich speed and all - weather connectivity: and

Climate action (NDGo13): The Authorite endeavours to combat necatve nmpacts of road

development through environmental miticaton. climate change measures and compliance
with  National  Foavironment  Manacement  Auathority  (NEMA)  requircients  in all

development projects

Fovironmental performance

Fhe Authority s working towards ensuring environmental sustainability in projects by undertaking tree

planting exercises, implementation ol road beautitication procrams. enforce reinstatement ol quarries and

borrow pits after construction works. undertakes veeular ovivonmental ITmpact Assessment (BLA) Audits.

carries out M&LE on Eavironment and Social Manacemoent Plan (ESMPs) as swell as boviconmental Soctal

[ .
tnypact

\ssessiment (ST on projects.



NORTHERN CORRIDOR REHABILITATION PROGRAMME - PHASE 1]
Reports and Financial Statements
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3. Employee welfare

h all its statt appointments. the Authority takes deliberate actions 1o embrace bBqual Fmployment
Opportunity policics. eender mainstreaming. addresses concerns around Persons Living with Disabilitics
(PWDs) and takes attivmative action in line with prevailing Government Policy euidelines. The Authority
prioritizes training to develop technical capacity ot staft” in the ficlds o Value Engineering. Project
Financing. Project. Contract Management. Performance Based Maintenance and Safety.

4. Market place practices

[he Authority strives to ensure responsible competition practices through undertaking annual covernance
audits in projects. monitoring the implementation ot policies and further promotes cthical conduct in
projects. The Authority cqually sensitizes stalt on corruption and integrity.

[he Authority undertakes to be actively involved in the negotiations during budget sector hearings in
order to increase budectary allocations for projects thus honouring contracts by paying its labilitics on

tme.

5. Community Fngagements

During the implementation of the Project. the Authority is commiticd to remaining a responsible
corporate citizen by being accountable tor its actions through cneaging in Public Participation. The
Project’s coal n terms ol community engagement is to cnsure that the projects toster long-term
relationships with stakeholders and communities around the project. The aim is not just to build roads
that toster development but to ensure collaboration with the local communities o achieve sustainable
development. [he project stalt is also encouraged to give back to society by participating in the

Authority s corporate social responsibility projects.

The Contractor has been involved in various CSR activities ecared towards providing the local residents
through construction of water kiosks along the project road. improvement of aceess roads and cnhancing
learning -and playvine environment in schools along the project road. To enhance social salecuards n
projects. the \uthority undertakes Rescttlement Action Plan (RAP) studies and implements s
recommendations. carrics out Social Impact Assessments (SIA). undertakes gender mainstreaming and

conduct stakcholders™ forum to sensitize the public in several cross cutting 1ssucs.

Vi
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4. STATEMENT OF PROJEC T MANAGEMENT RESPONSIBILITIES

[he Director General tor the Kenva National Highwavs Authority and the Project Management o
Northern Corrtdor Rehabilitation Programime — Phasce [ Project are responsible tor the preparation and
presentation of the Project’s linancial statements. which ¢ive a true and fair view ol the state ot aftairs of
the Project for and as at the end of the financial year ended on June 30, 2021 This responsibility includes:
(1) maintaining adequate financial management arrancement and ensuring that these continue to be
cliective throughout the teportine period: (i) mamtaining proper accounting records. which disclose with
rcasonable accuracy at any time the financial position ol the Project: (i) designing. implementing and
maintaining internal controls relevant to the preparation and fair presentation ol the financial statement.
and ensuring that they arce free from matertal misstatements. whether due to error or traud: (iv)
saleguarding the assets of the Project: (v) selectine and applying appropriate accounting policies: and (vi)
making accounting estimates that are reasonable i the circumstances.

(he Durector General for the Kenva National Hlichways Authority and the Project Management  tor
Northern Corridor Rehabilitation Programme — Phase [T Project accept responsibility tor the Project’s
financial statements. which have been prepared on the Cash Basis Mcethod ot Financial Reporting. using
appropriate accounting policies in accordance with [nternational Public Scctor Accounting Standards.

Lhe Director General for the Kenya Natonal [lhichwass Authority and the Project Management  or
Northern Corridor Rehabtlitation Programme  Phase [T Project are ol the opinion that the Project's
financtal statements give a true and faie view of the state of Project’s transactions during the financial v e
cnded June 30, 2021, and ot the Project’s tinancial position as at that date. The Director General tor the
Kenya National Highwavs Authority and the Project Manacement tor Northern Corridor Rehabilitation
Programme — Phase [ Project turther contirm the completencess ot the accounting records maintained tor

>

the Project, which have been relied upon in the preparation ot the Project financial statements as wel
the adequacy of the systems ol tinternal financial control

Uhe Director General tor the Kenya National [hichwavs Authority and the Project Management  tor
Northern Corridor Rehabilitation Programme — Phase [ Project contivm that the Project has complicd
fully with applicable Government Regulations and the terms ol external financing covenants, and that
Project tunds received during the tinancial year under audit were used tor the cligible purposes tor which
they were intended and were properly accounted tor.

Approval of the Project financial statements
Uhe Project financial statements were approved by the Divector General and the Project Management tor
Northern Corridor Rehabilitation Programme  Phase [ Project on 1 7 AUG A1 and

stened by them.

A‘A ’ : ‘\4‘
Fng. Kungu Ndigdu Eng. David \. Muchilwa P\ Chanje Kera

Director General Dircctor, Development “Deputy Director (F&A)
ICP AR Member No: 8279
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Enhancing Accountability

REPORT OF THE AUDITOR-GENERAL ON NORTHERN CORRIDOR
REHABILITATION PROGRAMME PHASE IlIl FOR THE YEAR ENDED 30 JUNE, 2021
- KENYA NATIONAL HIGHWAYS AUTHORITY

PREAMBLE
| draw your attention to the contents of my report which is in three parts:

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

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

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

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

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

Report of the Auditor-General on Northern Corridor Rehabilitation Programme Phase Il for the year ended
30 June, 2021 - Kenya National Highways Authority



REPORT ON THE FINANCIAL STATEMENTS
Opinion

| have audited the accompanying financial statements of Northern Corridor Rehabilitation
Programme Phase Ill set out on pages 1to 15, which comprise the statement of financial
assets as at 30 June, 2021, and the statement of receipts and payments, statement of
cash flows and statement of comparative budget and actual amounts for the year then
ended, and a summary of significant accounting policies and other explanatory
information in accordance with 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, the financial statements present fairly, in all material respects, the financial
position of Northern Corridor Rehabilitation Programme Phase lll as at 30 June, 2021,
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 Agreement No.9774-KE dated 23 November, 2007 between the European
Commission and the Republic of Kenya.

Basis for Opinion

The audit was conducted in accordance with International Standards of Supreme Audit
Institutions (ISSAIs). | am independent of the Northern Corridor Rehabilitation
Programme Phase |ll 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 opinion.

Key Audit Matters

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

Other Matter
1. Pending Bills

Note 12.1 to the financial statements reflects pending bills amounting to Kshs.4,101,454
as at 30, June, 2021. Although Management attributes the nonpayment to the
consultant’s failure to pay withholding taxes and provide compliance certificates, there is
need to liaise with the consultant for the required information, and the line Ministry and
National Treasury for adequate budgetary allocation and timely exchequer releases for
prompt payments in the subsequent financial year considering that the Programme was
expected to end on 13 August, 2015.

Report of the Auditor-General on Northern Corridor Rehabilitation Programme Phase Il for the year ended
30 June, 2021 - Kenya National Highways Authority
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2. Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects equal final revenue
budget and actual on comparable basis of Kshs.4,303,355 respectively and expended
Kshs.5,356,613 resulting to an over expenditure of Kshs.1,053,258 or 24% of the budget.
Failure by Management to observe the financial discipline may lead to the Programme
not achieving desired objectives.

3. Programme Closure Report

As disclosed under Project information and overall performance 1.2, project information,
the Project started on 26 November, 2010 and it was to close on 31 October, 2015.

The Project closure report was not presented for audit review 6 (six) years after the
closure period.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

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

Basis for Conclusion

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

Report of the Auditor-General on Northern Corridor Rehabilitation Programme Phase III for the year ended
30 June, 2021 - Kenya National Highways Authority
3



operating effectively, in all material respects. | believe that the audit evidence | have
obtained is sufficient and appropriate to provide a basis for my conclusion.

Responsibilities of Management and those Charged with Governance

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

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

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

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

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

Auditor-General’s Responsibilities for the Audit

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

Report of the Auditor-General on Northern Corridor Rehabilitation Programme Phase Il for the year ended
30 June, 2021 - Kenya National Highways Authority
4



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

Further, in planning and performing the audit of the financial statements and audit of
compliance, | 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
Programme’s policies and procedures may deteriorate.

As part of an audit conducted in accordance with ISSAls, | exercise professional
judgement and maintain professional skepticism 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 the management.

e Conclude on the appropriateness of the Management'’s use of the applicable basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the
Programme’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 Programme
to cease to continue to sustain its services.

Report of the Auditor-General on Northern Corridor Rehabilitation Programme Phase Il for the year ended
30 June, 2021 - Kenya National Highways Authority
5



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

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

e Perform such other procedures as | consider necessary in the circumstances.

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

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

CPA‘%ancy%t%H?gu, CBS

AUDITOR-GENERAL

Nairobi

16 December, 2021

Report of the Auditor-General on Northern Corridor Rehabilitation Programme Phase Il for the year ended
30 June, 2021 - Kenya National Highways Authority
6
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STATEMENT OF FINANCIAL ¢

FINANCIAL ASSETS

Cash and Cash Balances

TOTAL FINANCIAL ASSETS
FINANCIAL LIABILITIES
Pavables - Retentions

NET ASSETS

REPRESENTED BY:-

Surplus I)clicn for the year

Fund balance b'l\\d

NET FINANCIAL POSITION

CNORTHERN CORRIDOR REHABILIT A TION PROGRAMDME
Reports and Financial Statements

o0, 2021

ASSETS AS AT 30TH JUNE

[ (

PHASE 1T

2019/20
Kshs.

[he accounting })()|1LIL\ and prlmalm\ notes Lo these financial statements form n nlwml Ddll ol the

tinancial statements. The fimancial statements were

\].:_‘]l\.\[ b N

N

I'no. Kuneu Ndu

‘Director General

I'ng. David A. Muchilwa
Director, Development

approved on 17 and

CPA Chanje Kera
Deputy Divector (F&)
ICPAK Mcember No: 8279



«

CNORTHERN CORRIDOR REHABILIT U TTON PROGRAMMI

Reports and Financial Statements
For the financial year ended June 30, 2021

STATEMENT OF CASHFLOW FOR THE PERIOD 30" JUNE 2021
‘ J |

|

i | Note

‘ f
Receipts for operating income ‘
Transter trom Government entitices ,‘ l
Proceeds trom domestic and foreign crants |2

|

N : . |
Payments for operating expenses '
Purchase ot voods and scrvices 3
Net cash flow from operating activitics
Cashflow From Investing Activities
Acquisition ot non tinancial Asscts +

|
|
Net cash flows from Investing Activities |
Cashflow From Borrowing Activities

Proceeds from Loreign Borrowings

Net cash flow from financing activitics

Net Incerease 1n Cash And Cash Equivalent |
Cash and cash equivalent at BEGINNING of the
year f
Cash and cash equivalent at IEND of the yvear ll

The accounting policies and explanators notes to these financial statements

PHASE {11

Kshs

financial statcments. The entity [inancial statements were approved on

signed by

-

o

['ne. David A, Muchilwa
Dircctor, Development

Eng. Kungu Nd u
Dircctor General

CPAha
sputy Director (F&A)

2021

form

2020

Kshs

STO 466751

519,466,731

(51 ‘).4(')0.’73 1)

(51‘),-}()(),7}11

an mteeral part of the

and

Kera

[CPAK Member No: 8279
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Norte: The signiticant budect utilisation

Reports and Financial Statements

For the financial year ended June 30, 2021

CNORTHERN CORRIDOR RENHABILITATION PROGR IVIME — PH. Ny

STATEMENT OF COMPARATIVE BUDGET AND ACTUAL AMOUNTS.

Fltem

- Receipts

[ranster trom
Grovernment

entities

Proceeds trom
domestic and

torcign grants

 Total Receipts

. Payments

| Purchase ot goods
and services

Acquisition ot non-

financial assets

Total Payments

- Reccipts/Payments

i Oricinal
) Budget
|
|

| ’
| cl

RER)

o
v
v
N
‘I

-

Adjustments

Final
>
Budget

‘N

11

Actual on
Comparable
Basis |

d

5,356,613

SANO.010

'
SR P T

Variance

¢ c-d

1ese liancial statements.

['no. Kungu N i
(=) t=]

D

Director Genera

Date

Iong. David A. Muchilwa
Director, Development

Date

CP X Chanje Kera
Deputy Director (F&A)
1CPAK Member No: 8279

[)J[C
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NORTHERN CORRIDOR REHABI T ATION PROGR ANV PHASE T
Reports and Financial Statements
For the financial year ended June 30,2021

10. SIGNIFICANT ACCOUNTING POLICIES

Lhe principal accounting policics adopted in the preparation ol these financial statements are set out

below:

10.1  Basis of Preparation

10.2  Statement of compliance and basis of preparation
[he tinancial statements have been prepared in accordance with Cash-basis [PSAS Tinancial reporting
under the cash basis of accounting. as prescribed by the PSASB and set out in the accounting policy
note below. This cash basis ol accounting has been supplemented with accounting for: a) recetvables
that include imprests and salary advances and by pavables that include deposits and retentions. The

financial statements comply with and conform to the torm of presentation prescribed by the PSASB.
[he accounting policics adopted have been consistentls applied to all the years presented.

0.3 Reporting entits

[he financial statements are tor the Northern Corridor Rehabilitation Programme (Phase [ Projec

under National Government ol Kenva., The financial statements encompass the reporting entity s

[

specitied in the relevant leeistation PEM Act 20

10.3.1 Reporting currency
I'he financial statements are presented in Kenva Shillines (KShs). which is the functional and reportine

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



\

NYNORTHERN CORRIDOR REHABILITATION PROGRAMDME — PHASE 1T
Reports and Financial Statements
for //Ié’.ﬁ(l(rl_lrlr(‘l'tvl/_l'c’(ll' ended June 30, 2021

10.4 Significant Accounting Policies
a) Recognition of receipts

[he Project recognises all veceipts from the various sources when the event occurs. and the related cash

has actually been received by the Government.

i) Transfers from the Exchequer
Transter trom Exchequer s be recognized in the books ot accounts when cash s received. Cash s
considered as recetved when payment instruction is issued to the bank and notitied to the receiving

entity.

i) [oxternal Assistance
External assistance is recetved through grants and loans trom multilateral and bilateral development

partners.

i) Other receipts
[hese include Appropriation-in-Aid and relates to recetpts such as proceeds [rom disposal ol assets
and sale of tender documents. [hese are recognized in the tinancial statements the tine assoctated

cash 1s recerved.

b) Donations and grants

Grants and donations shall be recoonized in the books ol accounts when cash is received. Cash is
considered as received when a payment advice is received by the recipient entity or by the bencticiary.
[n casc ol grant/donation m kind. such grants are recovded upon receipt ol the grant item and upon
determination of the value. The date of the transaction i~ the value date indicated on the payment

advice.



NORTHERN CORRIDOR REHABILITATION PROGRAMME — PHASE 111
Reports and Financial Statements

Significant Accounting Policies (Continued)

¢) Proceeds trom borrowing
Borrowing includes Lreasury bill. treasury bonds. corporate bonds. sovercien bonds and external loans
acquired by the Project or any other debt the Project may take on will be treated on cash basis and

recognized as a receipt during the vear they were received.

d) Undrawn external assistance

[hese are loans and crants at reportine date as specttied in a binding agreement and relate to funding
for the Project currently under development where conditions have been satistied or their ongoing
satistaction is highly likely and the project s anticipated to continue to completion. An analysis ol the

Project’s undrawn external assistance s shown i the tunding summary

¢) Recognition of payments
[he Project recognises all pavments when the event oceurs. and the related cash has actually been paud

out by the Project

1) Compensation of employeces
Salaries and Wages. Allowances. Statutors Contribution for cmployees are recognized in the period

when the compensation is patd.

i) Use of goods and services
Goods and services ave recognized as pavments i the pertod when the coods/services are consumed
and paid for. [t not paid tor durtne the period where goods/services are consumed. they shall be

disclosed as pending bills.



NORTHERN CORRIDOR REH ABHATATION PROGR (MME — PHASE 1]
Reports and Financial Statements
For the financial year ended June 30, 2021

Sienificant Accountine Policies (Continued)

i) Interest on borrowing
Borrowing costs that include interest are recoenized as paviment in the period in which they

tncurred and paid for.

i) Repayment of borrowing (principal amount)
[ he repayment of principal amount ol borrowing 15 recognized as payment in the period in which
the repayment ts made. The stoek of debt is disclosed as an annexure to the consolidated tfinancial

statements.

V) Acquisition of fixed assets

[ he payment on acquisition ot property plant and cquipment items is not capitalized. The cost of
acquisttion and proceeds from disposal ol these items are treated as pavients and receipts items
respectively. Where an asset is acquired e a non-exchange transaction tor nil or nominal
constderation and the taw value of the asscet can be reliably established. « contra transaction s

recorded as receipt and as a payment.

\ lixed asset register is matntained by cach public entity and a summary provided tor purposes ol

consolidation. This summary s disclosed as an annexure to the consolidated tinancial statements.

f) In-Kind donations

(n-kind contributions are donations that arc made to the Project in the torm ol actual goods and/or
services rather than i money or cash terms. [hese donations may include vehicles. equipment ol
personnel services. Where the financial value veceived tor in-kind contributions can be reliabls
determined, the Project includes such value i the statement of receipts and pd} ments both as
receipts and as pavinents inoequal and opposite amounts: otherwise. the contribution i1s not

recorded.



NORTHERN CORRIDOR REHABILIT 1 TTON PROGRAMMLE — PHASE 11T
Reports aid Financial Statements
Forthe financial year ended June 30,2021

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 hichly liquid investments with an orieinal maturity ol three months or less. which are readily
convertible to known amounts ol cash and are subject to insienilicant risk of chanves in value.

Bank

account balances mclude amounts held at the Central Bank of Kenya and at various commercial
banks at the end ol the financial vear. For the purposes ol these financial statements. cash and
cash cquivalents also include short teem cash imprests and advances to authorised public ofticers

and/or nstitutions which were not surrendered or accounted for at the end of the tinancial yvear.

Restriction on cash

Restricted cash represents amounts that are limited/restricted from being used to scttle a liability
tor at least twelve months aticr the reporting period. This cash is limited tor direet use as required
by stupulation. Amounts mainianed o deposit bank accounts are restricted for use in refunding

thivd part deposits.

h) Accounts receivable

For the purposes of these tinancial statements. imprests and advances to authorised public ofticers
and/or institutions which were not surrendered or accounted for at the end of the tinancial year is
trcated as recetvables. This 1~ recognition ol the covernment practice where the imprest
pavients are recogiized as pavments when fully accounted tor by the imprest or Al holders.

[his s an enhancement to the cash accounting policy . Other accounts receivables are disclosed in

the linancial statements.

Y



NORTHERN CORRIDOR REHABILITATION PROGRAMME — PHASE 111
Reports and Financial Statements
Forthe financial year ended June 30, 2021

Significant Accounting Policies (Continued)

Contingent Liabilitics

A contingent Liability is:

a) A possible oblication that arises trom past events and whose existence will be contirmed only
by the occurrence or non-occurrence ol one or more uncertain future events not wholly within
the control ot the entity: or

b) A present obligation that arises [rom past events but is not recoenised because:

0 [t is not probable that an outflow ot resources embodying cconomic benetits or service
potential will be required to scttle the oblication: or
i) The amount ot the obligation cannot be measured with sutticient reliability.

Some of contingent labilities may arise trom:  litigation i prouress. cuarantees. indemnities.

[etters of comtort/ support. insurance. Public Private Partnerships.

[he Entity does not recognize a contineent habtlity but discloses details of any contingencies in

the notes to the financial statements unless the possibility ol an outtlow of resources embodying

cconomic benetits or service potential is remote. Fhere were no contineent liabilities in the year.

~Section 89 (2) (1) of the PEM Act requires the National Government to report on the payments
made. or losses incurred. by the county covernment to meet contineent labilities as a result ol
loans during the tinancial yvear. including payiments made in respecet ot loan write-otts or waiver ot

mterest on loans

1) Contingent Assets

Fhe Entity does not recognize a contineent asset. but discloses details ol a possible asset whose
existence s contingent on the occurrence or non-oceurrence ol one or more uncertain future
cvents not wholly within the contol ot the bBatty in the notes o the linancial statements.
Contingent assets are assessed continually 1o ensure that developments are appropriately reflected

in the financial statements. [ it has become vivtually certamn that an intlow ot economic benelits

or service potential will arise and the wssct's value can be measured reliably. the asscet and the
related revenue are recognized n the tnancial statements ol the period in which the change

occurs.



NORTHERN CORRIDOR REHABILITATION PROGR (VME  PHASE (1]
Reports and Financial Statements
Forthe financial year ended June 30, 2021

Significant Accounting Policies (Continued)

K) Pending bills

Pendimge bills consist ol unpaid Tiabtlities at the end ot the hinancial vear arisine from contracted
coods or services during the vear or in past vears. As pending bills do not involve the payment of
cash in the reporting period. they recorded as “memorandum™ or “ott-balance™ items to provide a
sense ol the overall net cash position of the Project at the end of the vear. When the pending bills
are tinally settled, such pavments are included in the statement ot receipts and pavments in the

vear in whiceh the payments are made.

hHBudget

[he budect 1s developed on a comparable accounting basis (cash basis). the same accounts
classitication basis (except for accounts receivable - outstanding imprest and clearance accounts
and accounts pavable - deposits. which are accounted tor on an accrual basis). and tor the same
period as the financial statements. The Project’s budget was approved as required by Law and
National Treasury Reculations. as well as by the participating development partners. as detatled in
the Government ot Kenva Budect Printed Bstimates for the vear. The Developiment Projects are
budected tor under the MDAS but recetve budected tunds as transters and weount tor them
sepatately.  These transters are recognised as nter-entity  transters and are climinated upon

consolidation.

A high-level assessment ot the Project’s actual pertormance against the comparable budget tor the

tinancial vear/period under review has been included inan annex to these financial statements.

m) Third party payments
[ncluded i the receipts and paviments. are payments made on its behalt by to thivd parties in torm
of loans and grants. Lhese pavments do not constitute cash receipts and pavments and are

disclosed in the payment to third parties column i the statement of receipts and pay ments.

During the vear Kshs N1 being loan disbursements were recetved i torm of divect pavments

trom third parties.



NORTHERN CORRIDOR REHABILIT 110N PROGRAMME — PHASE (1]
Reports and F'inancial Statements
Forthe financial year ended June 30, 2021

Significant \ccounting Policies (Continued)

n) Iovchange rate differences

The accounting records are maimtained e the functional currency ol the primary cconomic
envirtonment in which the Project operates. Kenva Shillings. Transactions in toreign currencies
during the vear/period are converted nto the tunctional currency using the exchange rates
prevatline at the dates of the transactions. Any foreign exchange cains and losses resulting from
the scttlement of such transactions and trom the translation at year-end exchance rates of
monctary assets and labilities denomimated in foretgn currencies are recognised i the statements

of receipts and payments.

0) Comparative figures
Where necessary comparative fieures tor the previous inancial vear/period have been amended or

reconlivured to conform to the required changes in financial statement presentation.

p) Subsequent events
[here have been no events subsequent to the tinancial vearpertod end with a sientticant impact

on the tinancial statements tor the vear ended June 30, 2021

q) trrors

Material prior period errors shall be corrected rewospectively i the tirst sct ol tinancial
statements authorized tor issuc atter their discovery by i Restating the comparativ ¢ amounts for
prior pertod(s) presented in which the error occurred: or i [ the error occurred betore the carliest
prior period presented, restating the opening balances of assets. labilities and net asscts/equity for

the cartiest prior period presented.



NORTHERN CORRIDOR REHABILITATION PROGRAMME — PHASE 1/
Reports and Financial Starements
Lorthe financial year ended June 30, 2021

LI.NOTES TO THE

FINANCIAL

STATEMENTS

. RECEIPTS FROVM GOVERNMENT OF KENY A

Lhese represent counterpart tunding and other receipis

|

Total

2. PROCEEDS FROM DOMESTIC

Counterpart tunds Quarter
Counterpart tunds Quarter
Counterpart tunds Quarter

( ‘ounterpart tunds Quarter

S,

from

covernmen
2020/21
Kshs

36013

AND FORETGN GRANTS

Las lk)l[u\\_\':.
2019/20) |

Kshs |

. 4()() Jr(wb

356,613 3

51
19 4()() 31

Cum lrl l;lrtiw
to-date
103914 490
1233492916
30 v(ﬂ‘» S78
003 |
1287 |

2323150
21

3,

R
617

[he Project’s tinancing agreement lapsed on 13 A\ugust 20135 hence no funding from development

partners was recetved i torm ot loans neeotiated by the

National |

reasury in the

FY (B

current

2019720 Kshs Nih. An accumulative amount ot Kshs 8.3 billion was however utilised in the project.

3. PURCHASE

subsistence

NEMA
Total

4. ACQUISITION OF NON-FINANCIAL

— -

| Acquisition o
Total

Domestic tras el and

Other operating expo

Construction o

r -
| Payments |
’ controlled
by the
entity |
k Kshs

Payments
controlled
by the
entity

OF GOODS AND SERVICES

2020721

[

|

- madce by
J third
|

ASSETS
2020721

Pasments I
made by |
third '
parties

tshs I

Payvments |

parties

INshs

l'otal
Pavments

Kshs

|

Total |

P, st |
ayvments |

i

{

|

Vil\’shs
SO.613 !

5,356,613

2019720

Total
Payments

IE“, hs

2019/20

Total
Payvments

Kshs 7
‘l‘)4()6’7>l |

519,466,731

Cummulative

f\\h\;

SO 10

1 000000 |

4+912,150

Cummulative

INshs
[3.842 406,019

76 S 35 UL

13918941956



NORTHERN CORRIDOR REHABILATATION PROGRAMAME

Reports and Financial Statements
For the financial year ended June 30, 2021

12. OTHER IMPORTANT DISCLOSURES

12.1 PENDING ACCOUNTS PAYABLE (Annex 3)

PHASE 11

Total

Description

Construction ot civil works

Balance ¢/f
Y
202072021

Kshs |
O 1N8.068 |

9,438,008

Paid during |
the year [

53390,613

77 5,35().6131‘ o

Balance ¢/f FY |
2020/2021

~ Kshy.
£101.454
4 101,454
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