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Kenya South Sudan Link (Kitole Morpus) Road Project
Annual Report and Financial Statements for thelinancialyear ended Jane 30,2023
1. Acronyms and Glossary of Terms

CBK

CPA

EIA

ES[A

rsrw

FY

ICPAK

IPSAS

KeNHA

KIW

Kshs.

MoRT

NEMA

TNT

PAPs

PFM

PSASB

SDG

SIA

SMART

Cenfral Bank of Kenya

Certifi ed Public Accountant

Environm entnl rmFact Assessment

Environmental Social Impact Assessment

Environment and Social Management Plan

Financial Year

Institute of Certified Public Accountants of Kenya

Intemational Public Sector Accounting Standards

Kenya National Highways Authority

Kreditanstalt fiir Wiederaufbau

Kenya Shillings

Minisby of Roads and Transport

National Environment Management Authority

National Treastrry

Project Affected Persons

Public Finance Management.

Public Sector Accounting Standards Board

Sustainable Developme,lrt Goals

Social Impact Assessment
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Sudun Link (Kilale Morpus) Road Proiect
nnual and Financial Statements the ancial ended June 30, 2023

Information and Overall Performance

d registered office

Sudan Link (Kitale Morpus) Road Project

AM MAIN ("KfW") approved Euro 113.5 million of loans and Grants

of Kenya the Government of the Republic of Kenya (GOK) for Rehabilitating
of the, Kitale - Morpus Road Section (75 km). The road forms part of the Kenya -

international corridor.

Barabara Plaza,
Jomo Kenyatta lnternational Airport (JKIA)
OffMazao Road
Nairobi Kenya

Director General
Kenya National Highways Authority
Po Box 49712-00100
Nairobi
Telephone: (254) 020 495000
E-mail: dg@Kenha.co.ke
Website: www.kenha.co.ke

L Name

Project

ress:

Pro

Kfw
the

24th Apill20t7Proiect d,* ru,"'
Proiect dnd Date: 3 I tt Decemb er 2021 revised to 3 l't Decem 2427

Proiect ilr*ir"", Ens. Clarence Karot

Project sfonro. Kfu Frankfurt Am Main ("KIw")/ GoK

,ine I

)epartmei
The project is under the supervision of the State Department of
Roads on behalf of Ministry of Roads & Transport-

Ministry/State
ofthe project

2020620651202083939foiect Rt f number

The road is critical to promote and facilitate regional economic

integration of South Sudan by providing access to the

Mombasa Port, facilitate relief and reconstruction efforts in
South Sudan and improve integration of Turkana district in the

atrategic
roject

goals of the

1n



Kenya South Sudan Link (Kitale Morpus) Road Project
Annual and Financial Statemen* the ended June 30,2023

2.6 Roles and Responsibilities

List of the people who are working on the project.

2.4 Bankers

2.5 Independent Auditor

Cooperative Bank of Kenya Ltd
Upper Hill Branch, Nairobi

National Bank of Kenya Ltd
Hill Branch, Nairobi

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

Achievement of strategic Implementation of the project in timely, efficient and
manner.

Current situation that the
project was formed to
intervene

The project was formed to intervene in the following areas:r Reducing Transport cost and traver time between Kenya
South Sudan

Improvement of economic and living standard of people
towns along the corridor

a

Names Title designation Responsibilities ilEng Henry Gakuru Ag.Director Development Registered Eng. Oversight
Eng. Clarence Karot Deputy Director, Development Registered Eng. Pro_iect Co-Ordinf,

IvIr W Nyatwanga Deputy Director, Environment
& Social

Environmental &
Social

Safeguard sneciaff
Mr Chanje Kera Deputy Director, Finance &

Accounts cPA (K) Financial seeciaill-
Mr R Kilel Assistant Director, Supply

Chain Services Registered KJS ffiT
Procurement
Specialist

lv



Kenya South Sudan Link (Kitale Morpus) Road Proiect
Annual Report and Financial Statements.for the Jinancial year ended June 30,2023

Project information and overall performance (continued)

2.7 Funding summary

The Project has an approved budget of Euro 113,500,000 equivalcnt to Kshs 12,604,345,250 by

the donor component and an amount of Kshs. 7,390,121by GoK as highlighted in the table below:

A. Source ofFunds

B. Application of Funds

Undrawn balance to date
(30th June 2023)

Amount received to
date (30th June 2023)

Donor
Commitments

Source of
funds

KshsKshs EurosEuros Kshs Euros
(A)-(B) (A') -(B')(A') (B) (B')(A)

i) Grant

2.482.783.2381.142.956 126927,012 22,357,04423.500.000 2.609,710,2s0

Kfiv Frankfurt
Main

(iD Loan

9.994.635.00090,000,0009.994.635,000

Kfw Frankfurt
n Main
(fiv") (Loan) 90,000,000
(ili)
trnterpart
rnds

1,390,1211,390,121
Government of
nya

12.477.418,238134.317.133 112,357,04412.6rr.135,371 1,142,956Total 113,500,000

Unutilised
balance to date

Cumulative Amount
paid to date-(30th June

2023)

Amount reccived to
date- (30th June 2023)A.pplication of funds

Kshs Euros KshsKshs EurosEuros

(A)-
(B)

(A') -
(B')(B) (B')A( ) (A',)

Kshs Euros KshsKshs EurosEuros

Grant

r.142,9s6 126,927,0121,142,956 126,927,012
(fw Frankfurt Am Main ("Kfw")
Cnant)

ii) Loan
(fu Frankfurt Am Main ("Kfw")
Loan)
iil) CounterPart Funds

7,390,1217,390,121iovemment of Kenya

7,142,956 134,317,1331,142,956 134,317,133lotal
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Kenyu Soath Sadan Link (Kitate Morpus) Road Project
Annuol Report and Financial Statements for theJinancial year ended June 3
Project information and overall performance (continued)

0, 2023

2.8 Summary of Overall project performance:

l. Budget performance against actual amounts for current year and for cumulative to-date,

o

ii' Physical progress based on outputs, outcome and impacts since project commencement.

The procurement process to secure works contractor is ongoing and the commencement of worksis expected by December,2023.

iii. Absorption rate for each year since the commencement of the project.

2.9 Summary of Project Compliance:
There were no significant cases reported of non-compliance with applicable laws and regulations,
and essential external financing agreements/covenanis.

2022t2023 Cumulative
BUDGET Budget ActuaI o//o Budget Actual o//oCounterpart Funds -
Gok 2,500,000 2,500.000 100% 169,006,501 7,390.121 io/a/oGrant from External
Development
Partners 300,000,000 50,184,940 t7% 966,000,000 126,927,012 t3%
Total 302,500,000 52,694,940 170h 1,135,006,501 134,317,133 12o/o

FY Budget Actual o//o
2022/23 302,500,000 52,694,940 lTYo
202U22 574,000,000 53,746,716 9%
2020/21 103,506,501 26,774,957 26%
20t9t20 500,000 417 50 84%
2018n9 154,500,000 692,770 0%
TOTAL I ,135,006,501 134,317,133 l20h

VI



s Sudan Link (Kitale Morpus) Road Proiect
ual and Financial Statements the ended Jane 30, 2023

of Performance against Project's Predetermined Objectives

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

the Accounting Officer when preparing financial statements of each National

entity in accordance with the standards and formats prescribed by the Public Sector

Standards Board includes a statement of the national government entity's performance

objectives

objectives of the project are to:

road condition, safety and increase efficiency along the Sudan link corridor

trade and transport both locally and intemationally.

attainment of Strategic development objectives

of implementing and cascading the above development objectives to specific sectors,

objectives were made specific, measurable, achievable, realistic and time-

and converted into development outcomes. Attendant indicators were identified

of tracking progress and performance measurement: Below we provide the progress

the stated objectives:

key

the

(

a)

b)

PerformanceIndicatorOutcome

The procurement
process to secure
works contractor
is ongoing and the
commencement of
works is expected
by December
2023.

Improve road condition,

re-design of Kamatira
hills to improve road

safety due to numerous

accidents reported in the

area-

Improved road safety at

Kamatira forest hills.safety

along
link

The procurement
process to secure
works contractor
is ongoing and the
co[lmencement of
works is expected
by December
2023.

Opening up of Northem

Kenya to South Sudan

and beyond to facilitated

transport and trade.

Improved economic boost

in the Northem Kenya.

J

trade

both

vll



Kenya South Sudan Link (Kilale Morpus) Road Project
Annual Report und Financial Statenrcnts for the Jinancial ended June 30, 2023year
4. Environmental and Sustainability reporting

Kenya South Sudan Link (Kitale Morpus) Road Project exists to transform lives. This is our
purpose; the driving force behind everything we do. It's what guides us to deliver our strategy.
Below is a brief highlight of our activities that drive towards sustainability.

4.1. Sustainability strategy and profile

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

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

b) Gender Equality (sDG S/.'The Authority encourages mainstreaming of gender
equality in project and progralnmes by incorporating compliance to one third
gender rule in procurement and recruitment;

c) Industry, innovatiott and infrastructure (SDG 9): The Authority develops quality ,

reliable, sustainable and resilient infrastructure including regional and trans-border
infrastructure to support economic development and human wellbeing with a focus
on affordable and equitable access for all;

d\ Sustainable cities and communities (SDG I I): TheAuthority endeavours to extend
the paved road network to hitherto underserved areas in the region to improve
nationwide access to high speed and all - weather connectivity; and

e) Climate action (SDG I3): The Authority endeavours to combat negative impacts
of road development through environmental mitigation, climate change measures
and compliance with National Environment Management Authority (NEMA)
requirements in all development projects

4.2. Environmental performance

The Authority is working towards ensuring environmental sustainability in projects by underlaking
tree planting exercises, implementation of road beautification programs, enforce reinstatement of
quanies and borow pits after consttuction works, undertakes regular Environmental Impact
Assessment (EIA) Audirs, carries out M&E on Environment and Social Managemen, arun
(ESMPs) as well as Environme.tal Social Impact Assessment (ESIA) on projects.

o

vlll



Sudan Link (Kitale Morpus) Road Proiect
nual and Financial Statements the ended June 30,2023

and Sustainability Reporting (Continued)

welfare

appointments, the Authority takes deliberate actions to embrace Equal Employment

policies, gender mainstreaming, addresses concerns around Persons Living with

(pWDs) and takes affirmative action in line with prevailing Government Policy

The Authority prioritizes training to develop technical capacity of staff in the fields of

Project Financing, Project, contract Management, Performance Based

and Safety

place practices

strives to ensure responsible competition practices through undertaking annual

audits in projects, monitoring the implementation of policies and further promotes

in projects. The Authority equally sensitizes staff on comrption and integrity

undertakes to be actively involved in the negotiations during budget sector hearings

increase budgetary allocations for projects thus honouring contracts by paying its

time.

Engagements

of the Project, the Authority is committed to remaining a responsible

by being accountable for its actions through engaging in Public Participation.

s goal in terms of cornmunity engagement is to ensure that the projects foster long-

with stakeholders and communities around the project. The aim is not just to

that foster development but to ensure collaboration with the local communities to

development. The project staff is also encouraged to give back to society by

in the Authority's corporate social responsibility projects.

social safeguards in projects, the Authority undertakes Resettlement Action Plan

and implements its recommendations, carries out Social Impact Assessments (SIA),

mainstreaming and conduct stakeholders' forum to sensitize the public in

rssues.

is still under procurement phase, most of the CSR will be identified during the

all its

4.3.

roads

order

4.5.

the

Proj

enhance

project

cros

lx



Kenya South Sudan Link (Kitale Morpus) Road Project
Annual Report and Financisl Statentents for theJinanctal5. Statement of proj

year ended June 30, 2023
ect Management respons ibilities

for Kenya South Sudan Link aThe Director General and the Project Implementation Team Leader
(Kitale Morpus) Road Project are responsible for the preparation and presentation ofthe Project'sfinancial statements, which give a fiue and fair view of the state of affairs of the Project for and asat the end ofthe financial year ended on June 30,2023. This responsibili ty includes: (i) maintainingadequate financial management arrangement and ensuring that these contlnue to be effectivethroughout the reporting period; (ii) maintaining proper accounting records, which disclose withreasonable accuracy at any time the financial position of the Project; (iii) designing, implementingand maintaining internal controls relevant to the preparation and fair presentation o f the financialstatement, and ensuring that they are free from material misstatements, whether due to erTor orfraud; (iv) safeguarding the assets ofthe Project; (v) selecting and app lying appropriate accounti ng

The Director General- and the Project Implementation Team Leader Kenya South Sudan Link(Kitale Morpus) Road 
-Project 

accept responsibility for the project's financial statements, whichhave been prepared on the Cash Basii Meli?g.olFinancial n"po.ting, using appropriate accountingpolicies in accordance with International pubric Sector Accounting Standards.
The Director General.and the Project Implementation Team ieade, for Kenya South sudan Link(KJtale Morpus) Road Project are of thetpinion that the rffit,, fina,cial statements give a trueand fair view of the state of Project's transa-ctions during trrriirrur"iul year ended June 30, 2023 andof the Project's financial position as at that datel rhe Director General una ,n" project
Implementation Team Leade-r for Kenya South Sudan I-int lritar" Morpus) Road project furtherconfirm the completeness of the accounting records maintained for the project, which have beenrelied upon in the preparation of the Project financial statements as well as the adequacy of thesystems of internal financial control.

The Director General a:{ttrg Project Implementation Team Leader for Kenya south sudan Link(Kitale Morpus) Road Project tonfirm that the Project has complied fully with applicableGovemment Regulations and the terms of 
.extemal nr*"i"g 

"ovenants, 
and that project fundsreceived during the financial year under audit were used for ihe eligible purposes for which theywere intended and were properly accounted for.

Approval of the project financial statements

The Project financial statements were approved by the Director General and the projectImplemPtt*Sr 
ffi.?m Leader 

:hftffi ffH:i*"; 
ii"t1ri,"r" rrao.pr.y nouo rroi".i o,,

policies; and (vi) making accounting estimates that are reasonabl e in the circumstances.

Eng. Kungu
Director General

Eng. Henry Gakuru
Ag. Director -Development

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

x
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OF THE AUDITOR-GENERAL ON KENYA . SOUTH SUDAN LINK ROAD
(REF. NO.2020 62 065 AND BMZ NO.2020 83 939) FOR THE YEAR ENDED
2023. KENYA NATIONAL HIGHWAYS AUTHORITY

attention to the contents of my report which is in three parts:

on the Financial Statements that considers whether the financial statements
presented in accordance with the applicable financial reporting framework,

ng standards and the relevant laws and regulations that have a direct effect
lstatements

LaMulness and Effectiveness in Use of Public Resources which considers
ce with applicable laws, regulations, policies, gazette notices, circulars,

and manuals and whether public resources are applied in a prudent,
economic, transparent and accountable manner to ensure Government
value for money and that such funds are applied for the intended purpose.

on Effectiveness of lnternal Controls, Risk Management and Governance
iders how the entity has instituted checks and balances to guide internal

s. This responds to the effectiveness of the governance structure, the risk
nt environment and the internal controls, developed and implemented by

rged with governance for orderly, efficient and effective operations of the

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

systems are properly designed and were working effectively in the financial

parts of the report are aimed at addressing the statutory roles and
es of the Auditor-General as provided by Article 229 of the Constitution, the

Management Act, 2012 and the Public Audit Act, 2015. The three parts of
n read together constitute the report of the Auditor-General.

THE FINANCIAL STATEMENTS

the accompanying financialstatements of Kenya - South Sudan Link Road
National Highways Authority, set out on pages 1 to 18 which comprise of

of financial assets as at 30 June, 2023, and the statement of receipts and

on Kenya - South Sudan Link Road Project (Ref. No. 2020 62 065 and BIUIZ
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3e) the year ended 30 June, 2023 - Kenya National Highwrys Authority
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payments, statement of cash flows and the statement of comparison of budget and actual
amounts for the year then ended, and a summary of significant accounting policies and
other explanatory information in accordance with the provisions of Article 229 of the
Constitution of Kenya and Section 35 of the Public Audit Act, 2015. I have obtained all
the information and explanations which, to the best of my knowledge and belief, were
necessary for the purpose of the audit.

ln my opinion, the financial statements present fairly, in all material respects, the financial
position of the Kenya - South Sudan Link Road Project 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 complies with the
Financing Agreements (Ref. No. 202062065 and BMZ No.202083939) between KfW,
Frankfurt am Main ("KfW') and the Republic of Kenya, dated 24 April,2017 , and the Public
Finance Management Act, 2012.

Basis for Opinion

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

Emphasis of Matter

1. Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects final receipts budget
and actual on comparable basis of Kshs.302,500,000 and Kshs.52,684,840 respectively
resulting to an under-funding of Kshs.249,81 5,160 or 83% of the budget.

Similarly, the Project spent Kshs.52,684,840 against an approved budget of
Kshs.302,500,000 resulting to an under-expenditure of Kshs.249,815,160 or 83% of the
budget.

The underfunding and under expenditure affected the planned activities of the Project and
impacted negatively on service delivery to the public.

2. Pending Bills

Note 1 of other important disclosures and Annex 4 to the financial statements reflect
pending accounts payables balance of Kshs.12,988,543 as at 30 June, 2023. The Project
therefore runs the risk of incurring significant unquantified interest costs and penalties
with the continued delay in settling invoiced bills. Failure to clear pending bills in the year
to which they relate distorts the budget of the following year as they constitute a first
charge on that budget.

Report of the Audilor-General on Kenya - South Sudan Link Road Project (Ref. No. 2020 62 065 and BMZ
No.202083939) for the year ended 30 June, 2023 - Kenya National Highways Authority
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op is not modified on the effects of the above matters.

Matters

a it matters are those matters that, in my professional judgment, are of most
nce in the audit of the financial statements. There were no key audit matters to
the year under review.

n

f

Un d Prior Year Matters

ln the udit report of the previous year, several issues were raised under the Report on
Fin I Statements and Report on Lawfulness and Effectiveness in Use of Public
Resou
issues

RE
RE

However, the Management has not provided an explanation on how the
resolved.

ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RCES

in the draw down and in view of Section 3.2 of the Loan Agreement and Section
the Financing Agreement which gives right to the financier to decline disbursements

has
appl

Conc sion

As uired by Article 229(6) of the Constitution, based on the audit procedures
, except for the matter described in the Basis for Conclusion on LaMulness and

ness in Use of Public Resources section of my report, I confirm that, nothing else
me to my attention to cause me to believe that public resources have not been
laurfully and in an effective way

for Conclusion

i n Project lmplementation

The information at paragraph 2.2 of the financial statements indicates that the
started on 24 April, 2017 and was expected to end on 31 December, 2021 which

was to 31 December, 2027 . Further, the funding summary at paragraph 2.7 of the
I statements reflects total donor and GOK commitments amount to

Ks 12,611,735,371 out of which Kshs.12,604,345,250 was to be received from Kflff
Fran rt am Main ("KfW"). However, as at 30 June, 2023, only Kshs.126,927,012 or 1o/o

had n drawn from the donor despite the Project having been in existence for over six
(6) The Project is at risk of not being implemented as scheduled due to continued
de
3.3
afte 31 December,2021

, review of project information and overall performance indicated that construction
WO on rehabilitation/upgrading of the seventy-five (75) kilometers road had not started
a only the road design and prequalification of bidders was in progress

of the Auditor-General on Kerrya - South Sudan Link Road Project (Ref, No. 2020 62 065 and BMZ
0208j939) for the yeor ended 30 June, 2023 - Kenya National Highways Authority
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f
ln the circumstances, Management was in breach of the law and value for money may
not be ascertained.

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

Basis for Conclusion

The audit was conducted in accordance with ISSAI 2315 and 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 overall governance were
operating effectively, in all material respects. I believe that the audit evidence I have
obtained is sufficient and appropriate to provide a basis for my conclusion.

REPORT ON OTHER LEGAL AND REGULATORY REQU!REMENTS

As required by KfW Frankfurt am Main ("KfW"), 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.

Responsibilities of Management and those Charged with Governance

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

Report of the Auditor-General on Kenya - South Sudan Link Road Project (Ref. No 2020 62 065 (tnd BMZ
No.202083939)./br the year ended 30 June, 2023 - Kenya National Highways Authority
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I
prep ng the financial statements, Management is responsible for assessing the
ect'

S

anag

anag

15

additi
e

mate

additi

ability to continue to sustain services, disclosing, as applicable, matters related
inability of services and using the applicable basis of accounting unless

nt is aware of the intention to terminate the Project or to cease operations.

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

to the responsibility for the preparation and presentation of the financial
described above, lVanagement is also responsible for ensuring that the

co
financial transactions and information reflected in the financial statements are
ance with the authorities which govern them, and that public resources are

plied i an effective way

hose with governance are responsible for overseeing the Project's financial
port process, reviewing the effectiveness of how Management monitors compliance

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

rna ce and risk management, and ensuring the adequacy and effectiveness of the
ntrol e ronment.

eneral's Responsibilities for the Audit

aud objectives are to obtain reasonable assurance about whether the financial
as a whole are free from material misstatement, whether due to fraud or error,

toi ue an auditor's report that includes my opinion in accordance with the provisions
Sectio 48 of the Public Audit Act, 2015 and submit the audit report in compliance with

not a
9(7) of the Constitution. Reasonable assurance is a high level of assurance, but
uarantee that an audit conducted in accordance with lSSAls will always detect
I misstatement and weakness when it exists. Misstatements can arise from fraud

error are considered material if, individually or in the aggregate, they could
ona be expected to influence the economic decisions of users taken on the basis

ancial statements.

to the audit of the financial statements, a compliance audit is planned and

these

to express a conclusion about whether, in all material respects, the activities,
transactions and information reflected in the financial statements are in

with the authorities that govern them and that public resources are applied in
way, in accordance with the provisions of Article 229(6) of the Constitution

it the audit report in compliance with Article 229(7) of the Constitution.

n planning and performing the audit of the financial statements and review of
, I consider internal controls in order to give an assurance on the effectiveness

I controls, risk management and overall governance processes and systems in
with the provisions of Section 7(1)(a) of the PublicAuditAct,20l5 and submit

report in compliance with Article 229(7) of the Constitution. My consideration of
al controls would not necessarily disclose all matters in the internal controls that
material weaknesses under the lSSAIs. A material weakness is a condition in

Auditor-General on Kenya - South Sudan Link Road Project (Ref No. 2020 62 065 and BMZ
9) for the year ended 30 June, 2023 - Kenya National Highways Authority
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,

which the design or operation of one or more of the internal controls 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 controls 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
policies and procedures may deteriorate.

As part of an audit conducted in accordance with lSSAls, I exercise professional
judgement and maintain professional skepticism 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 internal control.

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

. Conclude on the appropriateness of the Management's use of the applicable basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the 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. NIy

conclusions are based on the audit evidence obtained up to the date of my audit
report. However, future events or conditions may cause the Project to cease to
continue to sustain its services.

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

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

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

! communicate with the lt/anagement 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.

Report of the Auditor-General on Kenya - South Sudan Link Road Project (Ref. No. 2020 62 065 and BMZ
No.202083939) for the year ended 30 June, 2023 - Kenya National Highways AuthoriQ
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1

also p Management with a statement that I have complied with relevant ethical
utre nts regarding independence and to communicate with them all relationships

matters that may reasonably be thought to bear on my independence and
re licable, related safeguards

CBS
ERAL

,2023

on Kenya - South Sudan Link Road Project (Ref. No. 2020 62 065 and BMZ
ended 30 June, 2023 - Kenya Nqtional Highways Authority
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Kenya South Sudan Link (Kitale Morpus) Road Project
Annual and Financial Statemen* the

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

The accounting policies
the financial statements.
signed by:

Eng. Kungu
Director General

Eng. Gakuru
Ag.Director -Development

year ended June 2023

CPA Chanje Kera

and explanatory notes to these furancial sta
The financial statements were approv"o ",liTffi16t"ra

Deputy Director (F&A)
ICPAKNo.8279

2

Note 2022t23 202u22

Kshs Kshs
F'INAh{CIAL ASSETS

Cash and Cash Equivalents

Bank Balances

TOTAL FINAIYCIAL ASSETS

F'INANCIAL LIABILITIES

Payables- Retentions

NET ASSETS

REPRESENTED BY:

Cash and cash equivalents b/fivd

SurplusiDeficii for the year

I{ET FINANCIAL POSITION il



t

ent
lo
ri

202U222022t23
Notes

Kshs Kshs

tPTSRECI

f'lnrramr 2.112.900ent entities I 2,s00,000Trans rs frc
n s 1"633.816& foreien srants 2 50,184,840Proce ds fro lomestic

52.684.840 53,746,716Net I rl )r operal rncome
3 Q.112.900\andPurcl

(2.112.900)forNet I

52,684,840 51,633,816Net activities

TING ACTIVITIESFROMCAS
(s2.684.840) (51.633.816)road 4Acq 0

(52,684,840) (51,633,81ONet from Activities
IIFL( )\ I FROM BORROWING ACTIVITIESCAI

r Foreien BorrowingsPro,

nNel r from fi rancing activities

R

.l 'ASE 
IN

INT
CASH AND CASHNI

EC

rlent at Besinnins of the vearCa c sh equiv

clr C rsh equir alent at End of the year

N
eral

Kenya
Annual

the

Link Morpus) Road Project
Statements the

for the year ended 30th June 2023

ended June 2023

9

and explanatory notes to these financial statements form an integral part of
The entity financial statements were approved 2 0 SIP 202]

M
Eng. Henry Gakuru CPA Chanje Kera
Ag. Director -Development Deputy Director (F&A)

ICPAK No.8279
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Kenya
Annual
11.

The
below:

a)

Link Morpus) Road Proiect
Statements the ancial ended June 30, 202i

Policies

adopted in the preparation of these financial statements are set out

and basis of preparation

been prepared in accordance with Cash-basis IPSAS financial
of Accounting, as prescribed by the PSASB and set out in the

. This cash basis of accounting has been supplemented with
that include imprests and salary advances and b) payables that

retentions
comply with and conform to the form of presentation prescribed by

adopted have been consistently applied to all the years presented-

are for the Kenya South Sudan Link (Kitale Morpus) Road Project

National Highways Authority. The financial statements encompass the

South Sudan Link (Kitale Morpus) Road Project as specified in the

PFM Act 2012.

have
basis

below

of the
are presented in Kenya Shillings (KShs), which is the functional and

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

receipts

all receipts from the various sources when the event occurs and the

actually been received by the Government.

the Exchequer

Exchequer is be recognized in the books of accounts when cash is received'

as received when payment instruction is issued to the bank and notified to

is received through grants and loans from multilateral and bilateral

partners

5



Kenya South Sudan Link (Kitate Morpus) Road Project
Annual Report and Financtul Statentents for theJinancial year ended June 30, 202j

I

Significant Accounting

iii. Other receipts

Policies (Continued)

These include Appropriation-in-Aid and relates to receipts such as proceeds from disposal of
assets and sale of tender documents. These are recognisid in ttre financial statements the time
associated cash is received.

iv. Donations and grants

Grants and donations shall be recognized in the books of accounts when cash is received. Cash
is considered as received when a payment advice is received by the recipient .rrtity o. by the
beneficiary. In case of grant/donation in kind, such grants are recorded .rpon receipt of the
grant item and upon determination of the value. The date of the transaction is the value date
indicated on the payment advice.

v. Proceeds from borrowing

Borrowing includes extemal loans acquired by the Project or any other debt the project may
take and will be treated on cash basis and recognized as a receiit during the year they were
received.

vi. Undrawn external assistance

These are loans and grants at reporting date as specified in a binding agreement and relate to
funding for the Project currently under development where conditions have been satisfied ortheir ongoing satisfaction is highly likely uod th" project is anticipated to continue to
completion. An analysis of the Project's undrawn externai assistance is shown in the funding
summary

e) Recognition of payments

The Project recognises all payments when the event occurs and the related cash has actually
been paid out by the Project.

i. Compensation of employees

Salaries and Wages, Allowances, Statutory Contribution for employees are recognized in the
period when the compensation is paid.

ii. Use of goods and services

Goods and services are-r_ecognized as payments in the period when the goods/services are
consumed and paid for. If not paid for during the period where goods/services are coniumed,
they shall be disclosed as pending bills.

iii. Interest on borrowing

Borrowing costs that include interest are recognized as payment in the period in which they
were incurred and paid for.

6
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Kenya Link (Kitale Morpus) Road Project
Annual and Finuncial Statenrcnts for the endetl June 30, 2023

ting Policies (Continued)

t of bdrrowing (principal amount)

of pritrcipal amount of borrowing is recognized as payment in the period in

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

n of fixed assets

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

and proceeds from disposal of these items are treated as payments and receipts

vely. Whcre an asset is acquired in a non-exchange transaction for nil or nominal
and the fair value ofthe asset can be reliably established, a contra transaction is

receipt and as a payment.

reglster i$ maintained by each public entity and a summary provided for purposes

This summary is disclosed as an annexure to the consolidated financial

s

butions are donations that are made to the Project in the form of actual goods

rather than in money or cash terms. These donations may include vehicles,

personnol services. Where the financial value received for in-kind contributions

deterrnined, the Project includes such value in the statement of receipts and

as receipts and as payments in equal and opposite amounts; otherwise, the

is not recorded.

cash equivalents

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

liquid investments with an original maturity of three months or less, which are

to known amounts of cash and are subject to insignificant risk of chauges

account balances include amounts held at the Central Bank of Kenya and at

ial banks at the end of the financial year. For tlie purposes of these financial

cash and cash equivalents also include short term cash imprests and advauces to

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

the financial year

h) on cash

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

east twelve months after the reporting period. This cash is limited for direct

tv

A
of

v

f)

s)

of

In

ln

use
for

can

call

atl

ll1

by stipulation. Amounts maintained in deposit bank accounts are restricted

third part deposits

1



Kenya South Sudan Link (Kitale Morpus) Road Project
Annual Report and Financiul Statements for the Jinancial ended June 30, 2023yefir

Sign ificant Accounting Policies (Conti nued)

i) Imprests and Advances

For the purposes of these financial statements, imprests and advances to authorised public
officers and/or institutions which were not surrendered or accounted for at the end of the
financial year is treated as receivables. This is in recognition of the governmentpractice where
the imprest payments are recognized as payments when fully accounted for by the imprest orAIE holders. This is an enhancement to the cash accounting policy. Other u""oint, receivables
are disclosed in the financial statements.

j) Contingent Liabitities

A contingent liability is:

A possible obligation that arises from past events and whose existence will be confirmed only
by the occurence or non-occurrence of one or more uncertain fufure events not wholly within
the control of the entity; or

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

i) It is not probable that an outflow of resources embodying economic benefits or
service potential will be required to settle the obligation; or

ii) The amount of the obligation cannot be measured with sufficient retiability.
Some of contingent liabilities may arise from: litigation in progress, guarantees, indemnities.
Letters of comfort/ support, insurance, public private partnerships,
The Entity does not recognize a contingent liability but disclose. d"tuil, of any contingenciesin the notes to the financial statements unless t-he possibility of an outfloiv of resources
embodying economic benefits or service potential is remote.

Section 89 (2) (i) of the PFM Act requires the National Government to report on the payments
made, or losses incurred, by the county govemment to meet contingent liabilities as a resultof loans during the financial year, including payments made in resfect of loan write-offs orwaiver of interest on loans

k) Contingent Assets

Kenya South Sudan Link (Kitale Morpus) Road Project does not recognize a contingent asset
but discloses details of a possible asset whose exisience is contingeit on the occu11ence or
non-occurrence of one or more uncertain future events not wholly wittrin the conhol of Kenya
South Sudan Link (Kitale Morpus) Road Project in the notes to the financial statements.
Contingent assets are assessed continually to- ensure that developments are appropriately
reflected in the financial statements. If ii has become virtually certain that an inflow ofeconomic benefits or serice potential will arise and the asset's value can be measured
reliably, the asset and the related revenue are recognized in the financial statements of theperiod in which the change occurs..

8



goods
of

and

IS

and
same

and

,as

high-
the

Third

form
are

Kenya
Annual

Link Morpus) Road Project
Statements the ancial ended June 30,2023

Policies (Continued)

of unpaid liabilities at the end of the financial year arising from
services during the year or in past years. As pending bills do not involve
in the reporting period, they recorded as 'memorandum' or 'off-balance'

sense ofthe overall net cash position ofthe Project at the end ofthe year.

bills are finally settled, such payments are included in the statement of
in the year in which the payments are made.

on a comparable accounting basis (cash basis), the same accounts

(except for accounts receivable - outstanding imprest and clearance

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

as the financial statements. The Project's budget was approved as required

ational Treasury Regulations, as well as by the participating development

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

Projects are budgeted for under the MDAs but receive budgeted funds as

account for them separately. These transfers are recognised as inter-entity
are eliminated upon consolidation.

assessment of the Project's actual performance against the comparable budget
yearlperiod under review has been included in an annex to these financial

arty payments

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

in the payment to third parties column in the statement of receipts and payments.

a

D

)
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Kenya South Sudan Link (Kitale Morpus) Road project
Annual and Financial Statements the

Significant Accounting Policies (Continued)

o) Exchange rate differences

The accounting records are
environment in which the

I
ended June 30,

maintained in the functional currency of the
Project operates, Kenya Shillings.

currencies during the
exchange rates prevailing at the dates of the transactions. Any foreign
losses resulting from the settlement of such transactions and from the

year/period are converted into the firnctional the
and

end exchange
are recognised

rates of monetary assets and liabilities denominated in foreign
in the statements of receipts and payments.

There have been no events subsequent to the financial year end with a significant
on the financial statements for the year ended June 30, i023.

r) Prior period adjustments

p) Comparative ligures

Where necessary comparative figures for the previous financial yearlperiod
amended or reconfigured to conform to the required changes in financial
presentation.

q) Subsequent events

Priorperiod adjustments relate to errors and other adjustments noted arising from
year(s). Explanations and details of these prior period adjustments are presented in
12.5 of the financial statements

t0



Kenya
Annual

12. N

Link Morpus) Road Project
Statements the ended June 30, 2023

Statements

t Entities

counterpart funding and other receipts from government as follows:

Development Partners

& Services

1 from

202u22 Cumulative to-
date2022123

KshsKshs Kshs

001 800

73142 5

13 1001

1904
11 tzl

Date
Received

Loans Received
as Direct Total amounts in Kshs.N of

FY 2022t23
FY 202y22

Cumulative
@estated)

KshsKshs Kshs Kshs

126,927,01.250,184,840 51,633,8162022123 50,184,840

6550 I

of

FY 202U22FY 2022t23 Cumulative
(Restated)

Payments
made by

third
parties

Total
Payments

Total
Payments
(Restated)

Receipts
and

payments
controlled

by the

KshsKshs Kshs KshsKshs

112 aJsubs

284 960
900

11



Kenya Soath Sudan Link (Kitale Morpus) Road project
Annual Report and Financial Statements for thefinancial year ended June 30, 2023

Notes to the Financial Statements (Continued)

4. Acquisitions of Non-Financial Assets

5. Prior year adjustments

Desqription of the error

Balance b/f FY
2021/22 as per

Financial
Statements

Adjustments Adjusted Balance
b/f FY 2022t23

Kshs Kshs IGhs
Loans from extemal Development
Partners 57,379,274 -5,745,459 51,633,916

Transfer from Government entities 2,211,600 -98,700 2,l12,goo
sition of non-financial assets 57,379,274 -5,745,459 51,633,916

Purchase of Goods & Services 2,211,600 -98,700 2,112,900
Summary of fixed asset register 83,994, I 3 I -5,745,458 78,249,673

Note: Restatement relates to an overstatement of both receipt and payments for both Development
partner and Government entity by Kshs. s,74s,4sg and Kshs. 99,700 respectively.

FY 2022t23 FY 202u22

Cumulative
(Restated)

Receipts
and

payments
controlled

by the
entitv

Payments
made by

third
parties

Total
Payments

Total
Payments
(Restated)

Kshs Kshs Kshs Kshs Kshs
Construction of
roads

2,500,000 50, I 84,940 52,684,940 51,633,916 130,933,513

Total 2,500,000 50.184.940 52,694.940 51,633,916 130,933,513

t2
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Annual

Link
Finan

Morpus) Road Project
Statements the ended June 30, 2023

ures

Payable (Annex 4)

Assistance

relating to loans and grants

assistance

of external assistance

ce for road rehabilitation worl<s, studies, design & supervision consultancy

external assistance

Paid during
the year

Balance c/f
FY 202212023

Balance b/f
FY 202212023

Additions for
the period

Dlcript Kshs Kshs KshsKshs
C&sulta s9.649.r78 s2.684.840 12.988.s43, Service$ 6,024,205

6.024.205 59.649.178 52,684,840 12,988,543tltat

FY 2022t2023 FY 202112022 (Restated)

Kshs KshsDescript 1()n
rl 50.184.840 s 1,633,816ixten : received as grants

50.184"840 51,633,816Total

Fv 202212023 FY 202u2022
Purpose for which the
undrawn external assistance
may be used

Kshs KshsDes

9,994,635,000 9,994,635,000y,t Road works & consultancy
services

2,482,784,238 2,532,968,078y,fi wn hal
rntS

Road works & consultancy
servrces

12.477.4t9.238 12.527.603,078Tltr I

FY 2022t2023
FY 202U2022

(Restated)

D*cription KshsKshs
51.633.81650,184,840Blateral doi

50,184,840 51,633,816

FY 202u2022 FY 2020t2021
Kshs KshsDescripti on

Goods
Services
Total

13



Kenya South Sudan Link (Kitale Morpus) Road Project
Annual and Finsnctal Statem ents the ended June

Other Important Disclosures (Continued)

e) Purpose and use of &ernal assistance

0 Efrernal Assistance paid by Third parties on behalf of the Entity by source

This relates to external assistance paid directly by thirdparties to settle

of the entity

L

w 2022t2023 r-r2
(Rr

IGhs I
of Assets 50,184,940 l6

Total 50,194,940 6

Fy 2022t2023 Fr ,2

Ituhs Kr
Bilateral donors 50,184,940 5l l6
Total 50.194.940 51, 16

l4
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