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l. Acronyms and Defioition of Terms

Centra[ Bank of Kenya

Certified Public Accountant

lnstitute of Certified Public Accountants of Kenya

Financial year.

lnternational development Association

lntemational Monetary Fund

lntemational Public Sector Accounting Standards

Kenya National Highways Authority

Kenya Shillings

Kenya Institute of Supplies Management

KiIometer/s

Ministry ol Roads and Transport

National Environment Management Authority

National Treasury

Project Affected Penons

Public Finance Management.

Public Sector Accounting Standards Board

Sustainable Development Goals
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2. Project information aod overall performance

2.1 Name rnd registered office

Name: Northem Conidor Transport [mprovement Project

Objective: The objective of the project was to enhance the efficiency and effectiveness of the

bonower's transport sector through:

(a) lncreasing the efficiency ofroad transport; and
(b) Promoting private sector participation in the management, financing and maintenance of

road assets.

Address: Barabara Plaza
Jomo Kenyatta lntemational Airport
OffMazao Road
Nairobi, Kenya

Con tacts:

Telephone
E-mail:
Website:

2.3 Project Overview

Proiect Start Date 25th June 2004

Proiect End Date: 30rh December 201 5

Project
Coordinators

Ene. H. Gakuru - Director Devetopment

Eng. S. Ogege - Deputy Director Speciat Projects

Proiect Sponsor: lnternational Development Association (lDA) and the Governqgnt of Kenya

Line Ministry/State
Department of the
project

The project was under the supervision of the State Department ol Roads

under the Ministry of Roads and Transport (MRT).

Proiect number P0826 t5

Strategic goals of the
project

The strategic goals o[ the project were as follows:
(i) tncreasing the efficiency ofroad transport; and
(ii) Promoting private sector participation in the management, financing

and maintenance of road assets.

tll

Director General
Kenya Nationat Highways Authority
P.O. Box 49712-00100
Nairobi
+254-20495000
ds(Akenha.co.ke
wwrv,kenha.co.ke

2.2 Project Information
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Project information end overalt performance (Contioued)

Summary of Project

Strategies for
achievement of
strategic goals

The project management aimed to achieve the goals through the
following means:

(i) Rehabilitation of Northern Corridor and Emergency Restoration of
Damaged Public Assets

(ii) Private Sector Participation in Road Management and

Maintenance

(iii)lnstitutional Strengthening in Road Sector and Technical
Assistance

(iv) Strengthening Govemance in Construction Industry

Other important

background

information of the

p roj ect

The objective of the Project was to enhance the efticiency and
effectiveness of the country's transport sector through:

(a) [ncreasing the efficiency o[road transport;
(b) Promoting private sector participation in the management,

financing, and maintenance of road assets.

(c) Improving sound economic status of the country at large

Areas that the project

was formed to

achieve (i) Reduction in freight and passenger travel times from Mombasa
to Malaba & Busia

(ii) The un-rehabilitated road sections covered by the additional
financing also experienced much greater deterioration than
expected over the last few years, due to partly, the heavy
growth in traffrc as well as due to damage resulting from
unusually heavy rains and floods

(iii)The post-election crisis in the country that saw extensive

damage to some critical infrastructure, public buildings and
equipment

Project duration

2.4 Bankers
Co-operative Bank Of Kenya Ltd
Upper Hill Branch, Nairobi
Account Number: '01 t4 t t60979900

2.5 Independent Auditor
Auditor General
Office of the Auditor General
P.O. Box 30084 - 00 t00 GPO
Nairobi

tv

The project was formed to intervene in the following areas:

The project started on 25th June 2004 and ended on 30th December 20 t 5
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Project information and overall perform!nce (Continued)

2.6 Roles and Responsibilities

Names Title designation Key
qualification

Responsibilities

I Eng. H. Gakuru Registered
Engineer

Project [mplementation
Team Leader

2 Eng. Samuel Ogege Deputy Director -
SpeciaI Projects

Registered
Engineer

Project activities
Co-ordinator

J Mr. W. M. Barongo Deputy Director
Environment &
Social Safeguards

NEMA Lead
Expert

Project Environmental
Specialist

4 CPA Chanje Kera Deputy Director
Finance and
Accounts

Project Financial
Specialist

5 Mr. R. Kitel Assistrnt Director
Supply Chain
Management

Registered
KISM & CIPS
Member

Project Procurement

Specialist

2.7 Fundiog summrry

The Project was for a duration of t I years from 2004 to 2015 with an approved budget oi SDR

278,940,000 equivalent to USD 307,493,959 which is equivalent to [Ghs 31,088,315,753 by

lnternational Development Association and USD 16,641,543 equivalent to tGhs 1,458,246,791 by

Nordic Development fund as highlighted in the table below:

A) Source ofFunds

Undrrwn brlence to
drtc

Donor Commitment Amount rccclvcd
to dstc -

p0th Junc 2024) (30.06.2024)

Doaor
Cwrcncy

Kshs
Donot

Cutrcncy
Kshs

Doaor
Currcncy

(sls

(A) (A) (B) (B) (A)48) (A)48)

Source of
funds

USD(i) Loan USD IGhs USD Kshs Kshs

3 1,0E8,3 t 5,753 307,493,959 3 1,088,315,753
International
Devclopment
Association

307,493,959

15,641,543 t,458,?46,79t 16,64 r,543 t,458,246,791
Nordic
Development
Fund

(iD
Counterpart
funds

3 1,77 1,414,05E
Government
of Kenya

324,135,502 64,3L7,976,602324,135,502 64,317,976,602Total

-I
-

Director
Development

Certified Public
Accountant

3 1,77 1,4 14,058
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Application of
funds

AmouIt reccived
to dste -

(30th June 2024)

Cumulative Amount paid to
date -

(30th June 2024)

Unutilised
balance to date -
(30th June 2024)

Donor
Carrency

Donor
Currency

lkhs USD &hs

(A) (A',) (B) (B') (A)-(B) (A')-(B)
(i) Loan USD Kshs TGhs ASD f.l,hs

lnternational
Development
Association

307,493,959 31,088,3 15,753 307,493,959 31,088,3 15,753

Nordic
Development
Fund

16,64 t,543 1,458,246,791 16,64 t,543

fii) OCounterpart

CoK 3 1,77 1,4 14,058 3 1,77 1,414,058

Total 324,135,502 64317,976,602 324,135,502 64A17,976,602

Project information and overall performrnce (Continued)

B) Application of Funds

2.8 Summary of Overall Project Performance:

i) Budget performance against actual amounts for current year

ii) Physical progress based oa outputs, outcome snd impacts since project commenceme[t

The foltowing contracts were successfully completed and handed over to Employer

t) Maji ya Chumvi - Miritini (35 km and increased to 40 km)

2) Sultan Hamud-Machakos Turnoff(55 km)

3) Machakos Tum off-JKtA 33 km (including t2 km of dual carriageway)

4) Lanei - Njoro Turnoff(dual l6 km)

5) Njoro Turnoff-Timboroa (84 km)

6) Mau Summit-Kericho (57km)

7) Kericho-Nyamiuaria (75 km)

8) Nyamasaria-Kisumu - Kisian including Kisumu Bypass road

9) Emergency Restoration of Public Asses

l0) Rehabilitation of Kisumu Airport - Kisian Road 7km

o

2023n024

Actual Budget

Counterpart Funds - Gok 5,028,770 0%

TOTAL 0%

&,hs

asD

t,458,246,791
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Project inlormation and overall performance (Continued)

iii) Implementation challenges and mitigation measures taken to alleviate challeuges

2.9 Summary of Project Compliance:

Item
No.

lmplementation Challenges Mitigation Measures taken to resolve
observed chrllenges

I Problems with space availabitity in the road

reserve

KeNHA surveyors were incorporated to
undertaken survey works to lacilitate the
comencement of compulsory land
acquisition to provide the right ofrvay.

2 Budget provisions to be made to facilitate
settlement of Proiect pending bills.

Delay in reciept of funds by the GoK.

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

and essential extemal financing agreements/covenants during the project implementation period.

vii
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3. Strtement of Performance rgainst Project's Predetermined Objectives

Introduction
Section 8t(2)(f) of the Public Finance Management Act,20l2, requires that the Accounting Officer
include a statement of Northern Corridor Transport Improvement Project performance against
predetermined objectives at the end of each financial year. The key development objectives of the
project's agreement/ plan were to:

(i) Increase the efficiency of road transport along the Northem conidor to facilitate trade and
regional integration

(ii) Promote private sector participation in the management, financing and maintenance o[ road
assets

(iii)Restore vital infrastructure and public assets damaged as a result o[the 2007 post-election crisis

Progress oo attainment of strategic development objectives
To implement and cascade the above dwelopment objectives to specific sectors, all the development

objectives were made specific, measurable, achievable, realistic and time-bound (SMART) and

converted into development outcomes. Attendant indicators were identified to track progress and

performance measurement. Below we provide the progress on attaining the stated objectives:

Pro.iect Objective Outcome Indicator Performance
Northem
Corridor
Transport
lmprovement

To increase
efficiency of road
transport along the
Northern corridor.

To facilitate trade
and regional
integration.

To promote private
sector participation
in the management,
financing and
maintenance of
road assets

To restore public
buildings damaged
as a result of the

2007 post-election
crisis.

Kenyan products
will be more
competitive in
regional and
intemational markets

Enhanced effrciency
and effectiveness of
service delivery in
the roads sector.

Good govemance
and prolessional
integrity in the roads

sector.

Restoration of public
buildings damaged.

Reduction in
freight and
passenger. travel
times from
Mombasa to
Malaba

Variety of
Kenyan
products
available across
the border.

Works canied
out on public
buildings
identified as

having been

affected

Cunent travel
and freight
movement time
between
Mombasa to
Malaba has

reduced by 25%.

lncreased variety
ofKenyan made
goods
intemationally.

o

v t

Reduction in vehicle
operating costs and
passenger travel
time.

Award of one
long term
performance-
based road
maintenance
and

management
contract to the
private sector.

A section of the
conidor (Nairobi
Expressway
Project) has been

completed under
Public Private
Partnership and a
to[[ opened.

Buildings were
relurbished in
the FY 2022-
2023
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4. Euvironmental and Sustainability reportiog

Northern Conidor Transport [mprovement Project main focus is improving transportation

infrastructure to enhance connectivity and effrciency. [n terms of environmenta[ and sustainability

reporting, the strategy involved rigorous assessment and mitigation of environmental impacs

throughout the project lifecycle. Below is a brief highlight of the activities that drove towards

sustainability.

i. Susteinability strategy and profile

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

prosperity. Five out oflthe seventeen goals are pertinent to management ofprojects being undertaken

by the Authority. These were addressed through the following initiatives:

a) Good health and wetl-being (SDG 3): The Authority strove to undertake Road Safety

Audits to identifr accident black spos, implemented intervention measures and

provided road safety education to reduce accidents;

b) Gender Equality (SDG 5): The Authority encouraged mainstreaming of gender

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

rule in procurement and recruitment;

c) Industry, innovation and infrastructure (SDG 9): The Authority developed 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 acccss for all;

d) Sustainable cities and communities (SDG t l): The Authority endeavoured to extend

the paved road network to hitherto underserved areas in the region to improve

nationwide access to high speed and a[[ - weather connectivity; and

e) Ctimate action (SDG l3): The Authority endeavoured to combat negative impacts of

road development through environmenta[ mitigation, climate change measures and

compliance with National Environment Management Authority (NEMA)

requirements in all development projects

ii. Environmentalper[ormance

The Authority worked towards ensuring environmental sustainability in projecs by undertaking tree

planting exercises, implemented road beautification programs, enforced reinstatement ofquarries and

bonolv pits after construction works, undertook regular Environmental lmpact Assessment (EIA)

Audits, canied out M&E on Environment and Social Management Plan (ESMPs) as well as

Environmental Social Impact Assessment (ESIA) on projects.

tx
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lu.

tv.

Environmental ond Sustainability Reporting (Coutinued)

Employee welfare

In all is staffappointmenls, the Authority took deliberate actions to embrace Equal Employment

Opportunity policies, gender mainstreaming, addressed concems around Persons Living with

Disabitities (PWDs) and took affirmative action in [ine with prevailing Govemment Policy
guidelines. The Authority prioritized training to develop technical capacity ofstaffin the fietds

of Value Engineering, Project Financing, Project, Contract Management, Performance Based

Maintenance and Safety.

Marketplace practices

a) Responsible Supply chain and supplier relations
The Authority strived to ensure responsible competition practices tfuough undertaking annual

govemance audis in projecs, monitored the implementation of policies and further promoted

ethical conduct in projects.

b) Responsible ethical practices
The Authority equally sensitized staffon com.rption and integrity.

c) Regulatory impact sssessmetrt
The Authority undertook to be actively lnvolved in the negotiations during budget sector

hearings in order to increue budgetary allocations for projecs thus honouring contracts by

paying its liabilities on time.

Commuoity Engagements

During the implementation of the Project, the Authority was committed to remaining a

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

Participation. The Project's goal in terms of community engagement wits to ensure that the

proj ects fostered long-term relationships with stakeholders and communities around the project.

The aim was notjust to build roads that foster development but to ensure collaboration with the

local communities to achieve sustainable development. The project staff were also encouraged

to give back to society by participating in the Authority's corporate social responsibility projects.

The Contractor was involved in various CSR activities geared towards providing the local

residents water access through construction of water kiosks along the project road, improvement

of access roads and enhancing learning and playing environment in schools along the project

road.

To enhance social safeguards in projects, the Authority undertook Resettlement Action Plan

(RAP) studies and implemented its recommendations, canied out Social lmpact Assessments

(SIA), undertook gender mainstreaming and conducted stakeholders' forum to sensitize the pubtic

in several cross-cutting issues.

o
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5. Statement of Projcct Management Responsibilities

The Director General, KeNHA and the Project [mplementation Team Leader are responsible for the

preparation and presentation of the Projcct's hnancial statements, which give a true and fair view of the

state ofaffairs ofthe project for the financial year ended on June 30,2024.

This responsibility includes (1) Maintaining adequate financial management arrangements and ensuring

that these continue to be eflfective throughout the reporting period; (ii) lvlaintaining proper accounring

records, rvhich disclose rvith reasonable accuracy at any time the financial position ot'the projecq (iii)

Designing. implementing and maintaining intemal controls relevant to the preparation and flair

presentation of the frnancia[ statement" and ensuring that they are free t'rom material misstatements,

rvhether due to enor or fraud; (iv) safeguarding the assets of the project; (v) Selecting and applying

appropriate accounting polictes; and (vi) Making accounting estimates that are reasonable in the

circumstances.

The Director General, KeNHA and *re Project Implementation Team Leader accept resporuiibility tor

the project's frnancial Statements, which have been prepared on the Cash Basis tvtethod of Financial

Reporting. using appropriate accou[ting policies in accordance with the Intemational Public Sector

Accounting Standards.

The Director General, KeNFLA and the Project Implemenution Team Leader are of the opinion that the

Project financial statements give a true and fair view of the state of the Project's transactions during the

financial year ended June,30, 2024 and. the Project's tinancial position as at that date. The Director

General, KeNHA and the Project Implementation Team Leader further confirm the completeness olthe

accounting records maintained for the Projecl which have been relied upon in the preparation of the

Project flrnancial Statements and the adequacy of the systerns of intemal financial contro[.

The Director Genera[, KeNHA and the Project lmplementation Team Leader contirm that the Project

has complied fully rvith applicable Government Regulations and the terms of extemal financing

covenants and that Project funds received during the hnancial year under audlt are used for the eligible

purposes for w'hich they lvere intended and were properly accounted for.

Approval of the Project financial statements

The Project financial statements *.fi 
iE[r?tZiO 

by the Director General, KeNHA and the Project

lmptementation Team Leader on and signed by

Eng. ungu Ndun NIBS Eng. H akuru
Director, Development

CPA Chanje Kera
Depug Director (F&A)
ICPAK &Iember No: 8279

Director Genersl

xt
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REPORT OF THE AUDITOR-GENERAL ON NORTHERN CORRIDOR TRANSPORT
IMPROVEMENT PROJECT.IDA CREDIT NO. 393O.KE & NO. 4571.KE FOR THE
YEAR ENDED 30 JUNE, 2024_ KENYA NATIONAL HIGHWAYS AUTHORIW

PREAMBLE

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

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

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

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

An unmodified opinion does not necessarily mean that an entity has complied with all
relevant laws and regulations and that its internal controls, 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 Acl, 2012 and the Public Audit Act, 201 5. The three parts of
the report, when read together constitute the report of the Auditor-General.

REPORT ON THE FINANCIAL STATEMENTS

Opinion

I have audited the accompanying financial statements of Northern Corridor Transport
lmprovement Project set out on pages I lo 21, which comprise of the statement of

Report ofthe Auditor-General on Northern Corridor Transport Improvement Project-lda Credit No.3930-KE &4571-
KE for the year ended 30 June, 2024 - Kenya National Highways Authority

HEADOUARTERS
Anniversary Towers

Monrovia Street
P.O Box 3oo84-ooroo

NAIROBI



financial assets as at 30 June, 2024, and the statement of receipts and payments,
statement of cash flows and the statement of comparison of budget and actual amounts
for the year then ended, and a summary of significant accounting policies and other
explanatory information in accordance with the provisions of Article 229 of the
Constitution of Kenya and Section 35 of the Public Audit Act, 2015. 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 Northern Corridor Transport lmprovement Project as at 30 June,2024, and of
its financial performance and its cash flows for the year then ended, in accordance with
lnternational Public Sector Accounting Standards (Cash Basis) and comply with the
Financing Agreement IDA Credit No.3930-KE and No.4571-KE between the lnternational
Development Association (lDA) and the Republic of Kenya dated 08 May, 2009 and the
Public Finance Managemenl Acl, 2012.

ln addition, the special account statement presents fairly, the special account transactions
and the ending balance has been reconciled with the books of account.

Basis for Opinion

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of the Northern Corridor Transport lmprovement
Project Management in accordance with ISSAI 130 on the 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. Long Outstanding Pending Bills

Note 11 to the financial statements and as analyzed in Annex 4 reflects pending bills of
Kshs.3,597,877,130 relating to construction of civil works as at 30 June, 2024. The
amount was in respect of an award by Dispute Board Arbitration which resolved that the
amount was payable on 4 June, 2021. However, the amount remained unsettled for three
years after the resolution. Failure to settle the pending bills on time may lead to loss of
public funds through accrued penalties, interest costs and other administrative costs.

2. Failure to Close the Project

Note 2.2 on Project information showed that the Project closure date was
30 December,2015. However, the Project had not been closed as at the time of the audit,
eight (8) years after Project completion.

ln the circumstances, the Project may continue to attract administrative costs which could
otherwise been avoided.

Report ofthe Auditor-Generol on Northern Corridor Transport lmprovement Project-lda Credit No.3930-KE &1571-
KE./br the year ended 30 June, 2024 - Kerya National Highv,ays Authority

2
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My opinion is not modified in respect of these matters.



Key Audit Matters

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

Other Matter

Unresolved Prior Year Matters

ln the audit report of the previous year, several issues were raised under Report on
Lawfulness and Effectiveness in Use of Public Resource, and Report on Effectiveness of
lnternal Controls, Risk Management and Governance. However, Management had not
resolved the issues as at 30 June,2O24.

Other lnformation

Conclusion

The Management is responsible for the other information set out on page iii to xii which
comprise of Project lnformation and Overall Performance, Statement of Performance
Against Predetermined Objectives. Environmental and Sustainability Reporting, and
Statement of Project Management Responsibilities. The Other lnformation does not
include the financial statements and my audit report thereon.

Basis for Conclusion

ln connection with my audit on the Project's financial statements, my responsibility is to
read the other information and in doing so, consider whether the other information is

materially inconsistentwith the financial statements or my knowledge obtained in the audit
or otherwise appears to be materially misstated. lf based on the work I have performed, I

conclude that there is a material misstatement of this Other lnformation, I am required to
report that fact. I have nothing to report in this regard.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, I confirm that, nothing 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 lSSAls 3000 and 4000. The standards
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 ofthe Auditor-General on Norlhern Corridor Transporl Improvemenl Projecl'l
KE for the year ended 30 June, 2024 - Kenya National Highways Authority
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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 overall governance were not effective.

Basis for Conclusion

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

As required by lnternational Development Agency (lDA), 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 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 controls, risk management and overall governance.

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

ln 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

Report ofthe Audilor-General on Northern Corridor Transport lmprovement Project-lda Credit No.3930-KE &457 1-
KE for the year ended 30 June, 2024 - Kenya Notional H ighways Authority
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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 Project's financial
reporting process, reviewing the effectiveness of how Management 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

My responsibility is to conduct an audit of the financial statements in accordance with
Article 229(4) of the Constitution, Section 35 of the Public Audit Act, 2015 and the
INTOSAI Framework of Professional Pronouncements (IFPP). The Framework requires
that, in conducting the audit, I obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatements, whether due to fraud or error
and to issue an auditor's report that includes my opinion in accordance with Section 48
of the PublicAuditAct,20l5. Reasonable assurance is a high levelof assurance but is
not a guarantee that an audit conducted in accordance with IFPP will always detect a
material misstatement 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.

FCPA a v BS
AUDITOR-GENERAL

Nairobi

12 November,2024

Report ofthe Auditor-General on Northern Cotidor Transport Improvement Project-lda Credit No.3930-KE &4571-
KE for the year ended 30 June, 2024 - Kenya National Highwoys Authority
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ln conducting the audit, Article 229(6) of the Constitution also requires that I express a
conclusion on whether or not 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. ln addition, I

also I consider the entity's control environment in order to give an assurance on the
effectiveness of internal controls, risk management and governance processes and
systems in accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 2015.

Further, I am required to submit the audit report in accordance with Article 229(7) of lhe
Constitution.

Detailed description of my responsibilities for the audit is located at the Office of the
Auditor-General's website at: https://www.oaqkenva.qo.ke/auditor-qenerals-
responsibilities-for-audiU. This description forms part of my auditor's report.
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9. Statement of Cash tlows for the ycrr cnded 30'l June 2024

Description 20?J12024 2022t2023

Cashflow from operating activitics

Receipts

Transfcr from govemmeot entities t 10,281,97r

2.187, t9i

Total receipts 1257t,156

Payments

Other grants and trarufers /payments 7 (61,640,78 t)

Total Payments (61,640,781)

Adjustments during the year

Net cash florv from opcratiag activitics 12571,166

Acquisition of non-financiaI assets 6

(10,2E3,971)

Proceeds from foreign bonowings

Net cash flow from financing activities

(59J53,586)

Cash & cash equivalent at begianing of thc year 59J53,585

Cssh and cash equivalent at end of the year

II

II

IIII

.)

Notes

K.rhs Kshs

Vliscellaneous receipts J

Crshflow from invctiug activitics

( r0,283,971)

Nct cash flowr from investing activities

Cash florv from financing activities

Net increase in cash and cash rquivsleots
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Northern Corridor Transporl Improvemenl Projecl
. Annual Report and Financisl Statemenls for lheJinancial year ended June 30, 2024

I 1. Significant Accounting Policies

The principal accounting policies adopted in the preparation ofthese financial statements are set

out below:

a) Statement of compliance and basis of preparation

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

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

accounting policy note below. This cash basis of accounting has been supplemented with accounting

for a) receivables that include imprests and salary advances and b) payables that include deposits

and retentions. The financial statements comply with and conform to the form of presentation

prescribed by the PSASB.

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

b) Reporting entity

The financial statements are flor the Northern Conidor Transport lmprovement Project under Kenya

National Highways Authority.

The financial statements are for Northern Corridor Transport lmprovement Project as required by

Section 8t of the PFM Act,20l2.

c) Reporting currency

The financial statements are presented in Kenya Shitlings (Kshs), the projects functional and

reporting currency. All values are rounded to the nearest Kenya Shilling.

d) Recognition of receipts

The Northem Conidor Transport Improvement Project rccognizes all receipts from various sources
when an event occurs, aod the related cash is received.

i) Transfers from the Exchequer
Transfers from the Exchequer are recognized in the book ofaccounts when cash is received. Cash

is considered received when a payment instruction is issued to the bank and the receiving entity is
notified.

ii) External Assistance
Extemal assistance is monies received through grants and loans from multilateral and bilateral
development partners.

iii) Other receipts
This includes Appropriation-in-Aid and relates to receipts such as proceeds from the disposal of
assets and the sale of tender documents. These are recognized in the financial statements when
associated cash is received.

5



Northern Corridor Transport Improvement Project
Annual Report and Financial Statements for the linancial year endedJune 30,2024
Signilicant Accounting Policies (continued)

iv) Donations and grants
Grants and donations shall be recognized in the book ofaccounts when cash is received. Cash is
considered as received when payment advice is received by the recipient entity or by the beneficiary.
ln the case ofa granUdonation in kind, such grants are recorded upon receipt ofthe grant item and
its value determined. The transaction date is the value date indicated on the payment advice.

v) Proceeds from borrowing.
Borrowing includes Treasury bi[l, treasury bonds, corporate bonds, sovereign bonds and external
loans acquired by the Project or any other debt the Project may take on will be treated on cash basis
and recoglized as.a receipt during the year they were received.

vi) Undrarvn external assistance
These are loans and grants at reporting date as specified in a binding agreement and relate to funding
for the Project cunently under development where conditions have been satisfied or their ongoing
satisfaction is highly likely and the project is anticipated to continue to completion. An analysis of
the Project's undrawn external assistance is shown in the funding summary.

e) Recognition of payments

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

i) Compensation to employees
Salaries, wages, Allowances, and Statutory Contributions for employees are recognized when the
compensation is paid.

iD Use ofgoods and services
Goods and services are recognized as payments when the goods/services are consumed and paid
for. If not paid for when goods/services are consumed, they shall be disclosed as pending bills.

iv) Repayment of borrorving (principal amount)
Repayment of the principal amount of bonowing is recognized as payment in the period in which
the repayment is made. The debt stock is disclosed as an annexure to the consolidated financial
statements if any.

v) Acquisition of fixed assets

The payment on acquisition of property plant and equipment items is not capitalized. The cost of
acquisition and proceeds from disposal of these items are treated as payments and receipts items
respectively. Where an asset is acquired in a non-exchange transaction flor nil or nominal
consideration and the fair value of the asset can be reliably established, a contra transaction is
recorded as receipt and as a payment.

A fixed asset register is maintained by the Authority and a summary provided for purposes of
consolidation. This summary is disclosed as an annexure to the tinancial statements.

6

iii) lnterest on borrorving
Bonowing costs that include interest are recognized as payment in the period in which they incur '

and paid for.



Northern Cotidor Transport Improvement Project

'Annual RePort and Financial Statements for the financial year ended June 30, 2024

Significant Accounting Policies (Continued)

f) In-kind donations

g) Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and cash at bank, short-term deposits on call and
highty liquid investments with an original maturity of three months or less, which are readily
convertible to known amounts ofcash and are subject to insignificant risk ofchanges in value.

h) Restriction on cash

Restricted cash represents amounts that are limited/restricted from being used to settte a liability for
at least twelve months after the reporting period. This cash is timited for direct use as required by
stipulation. Amounts maintained in deposit bank accounts are restricted for use in refunding third
part deposits.

i) Imprests and Advrnces

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 rccognition of the govemment practice where the imprest payments

are recognized as payments when fully accounted for by the imprest or AIE holders.

This is an enhancement to the cash accounting policy. Other accounts receivables are disclosed in
the financial statements.

j) Contingent Liabilities

A contingent liability is:

a) A possible obligation that arises from past events and whose existence will be confirmed only

by the occurrence or non-occurrence of one or more uncertain future events not wholly within

the control ofthe entity; or
b) 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.

7

In-kind contributions are donations that are made to the Project in the form ofactual goods and,/or

services rather than in money or cash terms. These donations may include vehicles, equipment or
personnel services. Where the financial value received for in-kind contributions can be reliably

determined, the Project includes such value in the statement of receipts and payments both as

receipts and as payments in equal and opposite amounts; othenvise, the contribution is not recorded.

Bank account balances include amounts held at the Central Bank of Kenya and at various
commercial banks at the end of the financial year. For the purposes of these financial statements,
cash and cash equivalents also include short term cash imprests and advances to authorised public
officers and/or institutions which were not surrendered or accounted for at the end of the financial
yeat.
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Annual Re rt and Financial Slatementsfor the nancial year endedJune 30, 2024
Significant Accounting Policies (Continued)

Some of contingent liabilities may arise from: [itigation in progress, guarantees, indemnities. Letters

of comforU support, insurance, Public-Private Partnerships.

The Entity does not recognize a contingent liability but discloses details ofany contingencies in the
notes to the financial statements unless the possibility of an outflow of resources embodying
economic benefits or service potential is remote. There were no project contingent liabilities in the
year.

k) Contingent Assets

The Northem Conidor Transport Improvement Project does not recognize a contingent asset, but
discloses details of a possible asset whose existence is contingent on the occunence or non-
occurrence of one or more uncertain future events not wholly within the control of the Project in the
notes to the financial statements. Contingent assets are assessed continually to ensure that
developments are appropriately reflected in the financial statements. tf it has become virtually
certain that an inflow of economic benefits or service potential will arise and the asset's value can
be measured reliably, the asset and the related revenue are recognized in the financial statements of
the period in which the change occurs.

l) Pending bills

Pending bills consist of unpaid liabilities at the end of the financial year arising from contracted
goods or services during the year or in past years. As pending bitls do not involve the payment of
cash in the reporting period, they are recorded as 'memorandum'or'off-balance.' When the pending
bills are finally settled, such payments are included in the statement of receipts and payments in the
year in which the payments are made.

m) Budget

The budget is developed on a comparable accounting basis (cash basis), the same accounts
classification basis (except for accounts receivable - outstanding imprest and clearance accounts and
accounts payable - deposits, which are accounted for on an accrual basis), and for the same period
as the financial statements. The Project's budget was approved as required by Law and National
Treasury Regulations, as well as by the participating development partners, as detailed in the
Govemment of Kenya Budget Printed Estimates for the year. The Development Projects are
budgeted for under the MDAs but receive budgeted funds as transfers and account for them
separately. These transfers are recognised as inter-entity transfers and are eliminated upon
consolidation. A high-tevel assessment of the Project's actual performance against the comparable
budget for the financial yearlperiod under review ifany is included in an annex to these financial
statements.

n) Third-party payments

lncluded in the receipts and payments, are payments made on its behalf by to third parties in form
ofloans and grants. These payments do not constitute cash receipts and payments and are disclosed
in the payment to third parties'column in the statement of receipts and payments. During the year,
No loan disbursements were received in the form of direct payments from third parties.

o
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Significant Accounting Policies (Continued)

o) Exchange rate differences

The accounting records are maintained in the functional curency of the primary economic

environment in which the Project operates, Kenya Shiltings. Transactions in foreign currencies

during the yearlperiod are converted into the functional currency using the exchange rates prevailing

at the dates ofthe transactions. Any foreign exchange gains and losses resulting from the settlement

of such transactions and from the translation at year-end exchange rates of monetary assets and

liabitities denominated in foreign currencies are recognised in the statements of receipts and

payments.

p) Comparative Iigures

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

9

q) Subsequent events

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

the frnancial statements for the year ended June 30,2024.

r) Prior period adjustments

Prior period adjustments relate to enors and other adjustments noted arising from previous year(s).

There were no prior year adjustments during the year.
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1.2. Notes to the Financial Statements

l. Transfers from Government entities

These represent counterpart funding and other receipts from government as fo[[ows:

202212023
Cumulative to-date

(from inception)

IGhs IGhs IGhs

Counterpart funding through
Minis try of Roads and Transport
Counterpart funds Quarter I 8,038,947,304

Counterpart funds Quarter 2 9,64s,069,ss7

Counterpart funds Quarter 3 7,129,215,712

Counterpart funds Quarter 4 6,874,349,462

Total 31,687,592,035

Other transfers from government entities

Appropriations-in-Aid 10,283,971 10,283,971

Total 10,283,971 31,597,966,006

2. Loan from External Development Partners

The Financing Agreement lapsed in FY 20 I 5/ I 6, hence there were no funds received lrom Development
Partners. However cumulatively an amount of Kshs 32,546,562,544 has since been received.

a

Description 2023n024

Cumulative to
date

Name of Donor
Aniount in

loan
currency

Loans
received
in actual
amount

Loans
received
as direct
payment

Total
amount
in Kshs

Total
amount in

IGhs

USD Kshs IGhs IGhs Kshs IGhs
Multilateral
Donors
Norway
Development Fund

1,458,246,'t9|'

lnternational
Development
Association

3 1,088,3 t 5,753

Total 32,546,562,544

l0

Description 202312024

202212023
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5. PurchaseofGoods and Services

Description 2023t2024
Cumulative

to date
(from inception)

Receipts controlled
by the entity in

Cash

Receipts
controlled by
third parties

Total
receipts

Total
receipts

Kshs Kshs lGhs lGhs Kshs

lnterest incomet 2,28't,195 73,548,052

Total 2,287,195 73,548,052

Description 20?Jn024 2022n023

Cumulative
to- datePayments made by

the Entity io Cash
Payments made
by third parties

Total
payments

Total
payments

Kshs Kshs Kshs Kshs Kshs

Basic wages of
temporary
employees

52,959,67 s

Total 52,959,675

Description 2023n024 2022n023

Cumulstive
to- date

Pryments
made in

Cash

Pryments
made by

third partles
Total

,ryments
Total

payments

I(s/rs Kshs Kshs r(s/rs I(s/rs

Domestic traveI and subsistence 29,464,389

Foreign travel and subsistence r8,363,089

Printing, advertising, and information
supplies

29,695,880

Training payments 84,565,499

Hospltaliry supplies and services 7,695,073

Special ized materials and services 15,01 5,532

Routine maintenance - vehicles and

other transport nt
657,264

Total 185,456,726

il

a

Notes to the Financial Statements (Continued)

3. Miscellaneousreceipts

*Amount relates to Net Interest income after deduction of interest expense

4. Compensation to Employees

2022n021
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Notes to the Financial Statements (Continued)

6. Acquisition of Non-Financial Assets

7. Other grants and transfers /payments

'Amount relates to a transfer of funds following closure of Project Account

8. Cash and Cash equivalents

*Account closed in FY 2022123

Description
Payments
made in

Cash

Payments
made by

third parties

Total
payments

Total
payments

Cumulative
to-date

2023t2024 2022n023

IGhs Kshs IGhs Kshs

Relurbishment of buildings 10,283,971 443,80i,302

Construction of roads 55,t75,752,520

Purchase of vehicles & other
port equipmenttrans

487,80 1,252

Purchase of offrce fumiture &
general equipment

392,325,t04

Purchase of specialised plant,
equipment and machinery
Research, studies, project
preparation, design &
supervision

Acquisition of Iand 2,757,806,524

Acquisition of other intangible
assets

57,967,243

Total [0,2E3,97 t 64,011,919,420

Description 2023t2024 2022t2023

Payments
made in Cash

Payments made
by third parties

Total
paymeEts

Total
payments

Cu mulative
to-date

Kshs IGhs IGhs Kshs
Miscellaneous
payments i 6 1,640,781 6 I,640,781

Total 61,640,781 61,640,781

-

Description 2023t2024 2022t2023

IGhs Kshs

Bank accounts+

Cash in hand

Total

t2

IGhs

965,15s,286

3,737,308,189

Kshs
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Notes to the Financial Statements (Continued)

Special Deposit Accounts

The balances in the Project's Special Deposit Account as at 30h lune2024 are not included in the
Statement of Financial Assets since they are below the line items and are yet to be drawn into the
Exchequer Account as a voted provision.

Below is the Special Deposit Account (SDA) movement schedule which shows the flow of funds that
were voted in the year. These funds have been reported as loans/grants received in the year under the

Statement of Receipts and Payments.

Special Deoosit Accounts Movement Schedule

This amount represents USD 42,172 held in the Special deposit account presented in United States Dollars(USD)

9. Fund Balance Brought Forward

There is a NIL brought forward balance in the current financial year (FY 2022n3 Ksh 59,353,586)

10. Changes in Accounts Payable @eposit and Retention)

+There is a NIL balance in respect to deposis and retentions

Other Important Disclosures

11. Pending Accounts Payable (See Annex 4)

2023-2024 2022-2023Description
USD USD

A/C NCTTP KeNHA [A/c No 0810297087613

42,172 42,172Opening balance

Total amount deposited in the account

Tota[ amount withdrawn (as per Statement of Receipts & Paymens)

42,t72 42,t12Closing balancc (as per SDA bank account reconclllatlon attached)

r

Description 202312024 2022t2023

IGhs IGhs

Deposit and Retentions as at I 
tt July

Closing accounts payables as at 306 June

Change in payables

Balance b/f
w 202312024

Additions
for the year

Paid during
the year

Balance c/f
Fv20Bn024

Description Kshs Kshs Kshs

Construction of civil works 3,597,8't'7,130 3,597,877,130

3,597,877,[30 3,597,877,130

t3

IGhs

Total
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13. Annexes

Annex l: Prior Year Auditor-General's Recommendations

Ref
No. lssue / Observations from Auditor Management comments Status:

Time

frame:

Basis for Quolified Opinion

Inaccuracies in the Financial Statements

Presentation of the fin:rncitl statements

The financial statements prepared and presented for audit
had the following anomalies:
i. The staternent of receipts and payments reflects

comparative balance of Kshs.9,702,270 in respect of
deficit for the year. However, review of the statement

of assets reflects comparative balance of
Kshs.2,496,331 in respect ofthe surplus for the year

resulting to unexplained and unreconciled variance of
Kshs. 7,205,939.

The two matters were neither raiscd during the audit
nor the exit meeting held virtually on 25th October,
2023

We agree with the audit observation that the
comparative statement of receipts and payments
reflects a deficit of Kshs . 9,702,270 and the statement
of financial assets reflects a surplus of Kshs.
2,496,13t.

This is anributed to interest earned of Kshs. 2,496,331
during the FY 2021n022 and retention withheld of
IGhs. 12,198,601 that was paid back to the contactor
upon attainment of contractual milestones after being
withheld in the prior financial years as reported in the
statement of Financial Assets for the FY 2020f2021.

The Financial Liability of Kshs. 12,198,601 in the
prior year is therefore a cash balance available but the
Statement of Receipts and Payments reporting
template does not include a cash balance brought

Not
Resolved

Ongoing

l4

o

I

t.
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Annual Repor! and Financ ial Statements for the finarcial year ended Jun

Ref
No. lssue / Observutions from Auditor i

li

Management comments Status:
Timr

frame:

ii. The statement of financial assets riflects nil balances
of comparative balances in respeot of deposits and

retention monies. However, revieW of Note l0 to the

financial statements reflects comparative balance of
Kshs 12,198,601 in respecl ofdeftlsit and retention

monies not reported. Further, the dlcrease in deposits
and retention monies was not reported in the statement

ofcash flows.
ln the circumstances, the accuracy and completeness of
the balances in the financial statements could not be

confirmed.

forward which is a likely scenario in a project being
implemented over a number of years.
We agree with the audit observation that there was a
nil balance in Note l0 in respect of deposit and
rctentions. This amount relates to refund of retentions
in the FY 202112022.
This was reported under Note 9 in the previous year
where the closing balance was reported as nil closing
balance.
The payment vouchers amounting to Kshs 12,198,601
were available for review.

2

Unsupported Miscellaneous Receipts

The statement of receipts and payments reflects
miscellaneous receipts of an amount of Kshs.2,287,195 in
respect of interest income as disclosed in Note 3 to the

financial statements. However, review of the supporting
schedule provided for audit revealed an amount of Kshs,
2,690,817 in respect of interest income including
unsupported interest expenses of an amount of Kshs.
403,622. Further, bank statements confirming the receipts
and expenses were not provided for audit review.

We disagree with the audit observation that the
miscellaneous income balance has been understated by
Kshs.403,622.

As explained during the audit and the exit meeting, the
amount reported in the statement of receipts and
payments is the net of bank interest of Kshs.2,690,8 l7
less charges and interest expenses amounting to Kshs.
403,622 resulting to a net amount reported of Kshs.
2,287,t95.

The Miscellaneous interest schedule was shared with
the audit team and therefore the accuracy and

Not
Resolved

Ongoing

l5
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Ref
No. lssue / Observutions from Audltor Management commcnts Status:

Tinre

frame:

ln the circumstance, accuracy and completeness of the

miscellaneous receipts of an amount of Kshs. 2,28'1,195

in respect of interest income could not be confirmed.

3

Unsupported Expenditure on Refurbishment of
Oflices
The staternents of receipts and payments reflects

acquisition of non-financial assets ofan amount of Kshs

10,283,971 in respect of refurbishment of buildings and

as disclosed in Note 6 to the financial statements.

Further, review of supporting documents including

payment vouchers, bills of quantities, notification o[
tender award, acceptance of tender and contract

agreement revealed lhat the repair and renovation of the

Ministry of Public Works oflices in Homabay and Oyugis

was procured and irnplemented between September and

October 201 5. Further the payment voucher provided for

audit review confirms payments was made on 22

February, 2022 which relates to the previous financial

202tt2022.
ln the circumstance, regularity, accuracy and

completeness of the expenditure of an amount of Kshs.

We disagree that the regularity, accuracy and

completeness of the expenditure of Kshs. 10,283,971

in respect of acquisition of non-financial assets could
not be confirmed. This payment is capital in nature as

it relates to rcstoration of buildings to a habitable state

after substantial destruction during the post elections

violence of 200'l .ln addition, this was a final payment

after previous payments made over the life of the

project.

The budget approval and the contract for the repairs

and renovations of the oflices were shared with the

auditors.

Not

Resolved
Ongoing

l6

a

completeness of the miscellaneous receipts of Kshs
2,287,195 can be confirmed.

We agree with the audit observation that the amount

spent of Kshs.10,283,971 was not for construction of
roads but on Refurbishment and restoration of
buildings. This typographical error has since been

corrected in the amended financial statements.



Annual Repor t and Financial Statements lor the Jinancial year ended June 30, 2024

Ref
No. lssue / Observltions from Auditor Mrnagement conrnrcnts Status:

Tinre

frame:

10,283,971 in respect of acquisition of non-financial

assets could not be confirmed. The expenditure relating to the renovation works ofthe
Ministry of Public Works offices, the shared Financing

Agreement Schedule I Part A: Rehabilitation of the

Northem Coridor and Emergency Restoration of
Damagcd Public Assets item 2. Rehabilitation and

repair of roads, bridges, buildings and other public

infrastructure damaged or destroyed by floods or the

events of December 2007 post-election crisis was the

clause used to finance the rehabilitation.

Unsupported Other Gronts, Tronsfers and Payments

The statement of receipts and payments reflects other

grants, kansfers and payments of an amount of
Kshs.6l ,640,78 I in respect of miscellaneous Payments

and as disclosed in Note 7 to the financial statements.

Management indicated that the amount was paid to the

operation account after the closure of the project.

However, supporting documents as agreement between

Management, the National Treasury and the Donor on the

We disagree with the audit observation that there were

no supporting documents for the transfer of
Kshs.61,640,781 under Miscellaneous Transfers.

It was clarified during the audit, that this was as a result

of instructions issued to the bank while closing the

account to transfer all balances together with interest

earned up to the date of closure of the account, it was

therefore not feasible to prepare a voucher for a closed

Not

Resolved
Ongoing

t7
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Northern Corridor Transpor! Improvement Project
Annual Repor t and Financial Statements for the e 30, 2024

lssue / Observnlions from Auditor Managcmeht comments
Tinre

franre:

closure of the project and the condition of the refund of
the rnonies in the project account rcvealed the project still

had a special deposit account which had a balance ofUSD

42,t72.

ln the circumstances, the accuracy and completeness of
receipts of an amount of Kshs.61,640,781 in respect of
transfers from government entities could not be

confirmed.

bank account with final amounts being uncertain

before the transfer.

The letter instructing the bank to close the sccount and

the letter from the National Trcasury authorising

closure of the bank account were shared with the

auditon.

5

Unsupported Cnsh and Cosh Equivalents

The statelnent of financial assels reflects Nil balance in

rcspect of cash and cash equivalents and as disclosed in

Note 8 to the financial statements. However, supporting

documents including certificate of bank balance, bank

statements and bank reconciliation statemenls as at 30

June,2023 lvere not provided for audit review'

ln the circumstances, the accuracy and completeness of
the Nil balance in respect of cash and cash equivalent
could not be confirmed.

We agree that the bank reconciliation as at 30 June,

2023 was not provided for audit review.

This is because the bank account was closed in April,
2023. The bank reconciliation for the month of April,
2023 and the closing certificate of balance were

availed to the auditors.

Not

Resolved
Ongoing

l8

a

Ref
No. Status:
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Ref
No. lssue / Observotions from Auditor Managcment comments Status:

6

Other M:rtters

Pcnding Bills

Annex 3 to the financial statements rcflects analysis of

pending bills in respect of road contractors totalling

Kshs.3,597,877,130 as at 30 June,2023. As previously

reported, Annex 3 to the financial statements clearly

shows that a total of Kshs.3,589,974,572 were contracted

on 28 and 30 June,2022 which was seven and a halfyean

after the project end date of30 December20l5. Further,

review of the supporting documents including two

I Dispute Board Arbitration rcports on Mau -Summit

Kericho Rd and Kericho-Nyamasaria-Rd -0421 and

Kericho Nyamasari Rd -0422 in respect to delays in

lsettling outstanding payments in time revealed higher

I amounts awarded in two portions on foreign and local
I

currencies to the contractor which are at variance and

We disagrce with the audit observation that no

documentation was provided in support of the pending

bills.

Not

Resolved
Ongoing

t9

Time

frame:

The awards amounting to Kshs.3,589,974,572,

awarded in the financial year 2021n022 and the

pending bill of Kshs.7,902,558 totalling to Ksh

3,597,877,130 have remained consistent and were

shared during the audit process and after the exit

meeting as agreed with the audit team. We agree that

no bills were settled during the year.
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Annral t and Financial Statenents rhe ncial year ended June 30, 2024tna

20

Ref
No. lssue / Observltions fronr Auditor Management comments Stotus:

Time

frume:

inconsistence with balances reflected in Annex3 of the

analysis of pending bills as detailed below. ln addition,

supporting documents including invoices and interim

payment certificates in respect to Kisumu Airport Kisian

and Road Over Rail Bridge: IPC No.9 were not provided

and records at Annex3 indicatc that no bills were settled

during the year.

7

Proj ect Closure Report

The Project information at Section 2.2 ofthe annual report

and financial statements reflects the project end date of30

December, 201 5. However, the project closune report was

not provided for audit, being almost seven (8) years after

the expiry ofthe closure period.

We agree with the audit observation that the project

closure report was not provided for audit.

Please note that the project was administered under

FIDIC Conditions of Contract. As per FIDIC
conditions of Conract, a final account shall only be
prepared upon both parties to the contract settling all
outstanding malters.

We confirm that the government is yet to settle all
project pending bills including claims thereof.

Not
Resolved

Ongoing



Nnrthern Cort'idor Trlnsnort Imnrovement Proiect

Itef
No.

Issue / Obserryltious fronr Auditor Managenreut eomnreotg Status:
Time

frame:

The project bank account at NCBA Bank was closed
during the FY 2022n023

Unresolvcd Prior Ye:rr M:ttters

As disclosed under thc progress ou follow up of auditor's

recomrnendations section of the tinancial statements, the

prior year audit issnes remained unresolved as at 30 June,

2023. Management has not provided satisthctory reasons

tbr the delay in resolving the issues.

We have noted the auditor's observation on unresolved

prior year matters.

The Authority is working closely with the Par.ent

Ministry and Otlice of the Auditor Ceneral with an aim

of resolving all prior year audit matters.

Not
Resolved

Ongoing

1,

Eng. I(ungu Ndun MBS
Dircctor Gcncr:rl

19 JUL 202tr

Date

Eng. Hen erkuru
Director Dcvelopment

19 JUL 202t

Datc

2l

8.
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Aunex 2: V:rriuucc erplnnations - Comprrrative Budget lnd Actull omounts for Current FY

a

I

Final Budget
Actual orr

Comprrnrble
Busis

Budget
Utilization
Difference

Y" of
Utilizution

Comments ou
Vuriance (below
907, und over

100"/"

a
I

b c=u-b

Receilrts

Transf'er ti'onr Covertrtllent elltities

Proceeds ti'onr dotues(ic and lbleigrl grants I

Proceeds li'om borrowings

Miscel laneous leceipts

Paynrcrrts

Purchase ol'goods and services

Acquisition of notr-tinancial assets

Total paymcnts

22 o

tl=bhr Y"

Total Rcccipts



Northern Corridor Tnrnsport I nrprovenren t Project

The above amounts have been communicated to and reconciled with the Parent Ministry' State Department

Eng. Kungu Ndun

Director General

19 JUI 2024

MBS CPA Chunje Keru
Deputy Director (F&A)
ICPAK Member No. 8279

1 I JUL 202f,

Date

Project Nrrnrc: Northern Corridor Transport Improvement Project

Breulr dorvn of trausfers from tlte Stlte Depqrtmeut ofRoads

Govenrment Counterprrrt fundiug
Amount (Kshs)Bank Statement Date

Total

II
IIII

23

Date

a.

FY to which the amounts relate



Northern Corridor Trlnsport lntprovcnlent Project
Aunull lle rt and Financirrl Stutenreuts for the linunciul eur ended June 30, 2024

Annex 4 - An:rlysis of llcndiug llills

Arrncx 5 - Sunrnrrtry of Fixed Asscts Register

Originul
Anrounl

Outstundiug
Buhnce

2tJ23t2024

Outstlnding
Bnluocc
2022n3

ConrnrentsDate
ContrlctedSupplier of Goorls or Scrvices

b c=u-b
Construction ol' civil rvorks

7,902,558 7,902,5587,902.558
Road Over Rail Bridge
IPC No.9I l-Sep- 17H YOUNC

t,39t,684,2't4 Mau Sumrnit-Kerichot,391,684,27428-J un-22

r,586,806,8 r7 l,586,806,8 r7 Kericho -Nyamasaria28-Jun-22 | .586,806,8 l7SBI lnrernationnl l{oldings Ag

6l.l,483,48 r30-Jun-22SBI lnteluationitl l-loldings Ag

3,s97,877,r30 3,597,877,130

Ksm Airport-Kisian

'l'otal

I

Asset chrss Opening Cost

(I(Shs)
2023t2024

Donutions in
form of ussets

(KShs)
2023n024

Purchuses/ Additions
in the Yelr

(KShs)
2023t2024

Disposuls in
the Yclr
(KShs)

2023n024

Trunsfers
in(out)

I(shs
2023n024

Closing Cosl

(KShs)
2023n024

(n) (b) (c)) (d) (d) (e)= (a)+ (b)+c)
-(d)+G)d

Land 2,75'1,806,524

Buitdings lrtd structurcs 443,803,302

Otlice equipnrent, litrniture nttd

tittirrgs
392,325,t04 392.325,t04

Transpon equipnrent 487,80 1,252 48'1,80t,252

965, r 55,286 965,155,2E6

58,913,060,709

lntangible ussets 57,967,243 57,967,243

Totll 64,Ot7,9t9,420 64,01'1,919,420

t24

,

Anrount
Paid

To-Date
ll

SBI lnternational l{oldings Ag t,39t,684,2'14

6l t,483,481 6r t,483,481

3,597,877,r30

2,757,806,54

443,803,302

Other Machinery und Eqrripnrent

Irrtitstructtrre assets roads 58,9 t 3,060,709

i.


