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Menengai Geothermal Project
Reports and Financial Statements
For the financial year ended June 30, 2020

PROJECT INFORMATION AND OVERALL PERFORMANCE

1.1 Name and registered office
The project’s official name is Menengai Geothermal Project (“The Project”). The project’s official is the Managing
Director (MD) & Chief Executive Officer (CEO) of Geothermal Development Company Limited (GDC or “The

Company”).
Objective:
The key objective of the project is to facilitate realisation of at least 465MW geothermal power by 2026, through an
accelerated Geothermal Development program. The 465MW geothermal power will be generated as follows:
Field Phase Capacity MW
I 105
11 60
Menengai 111 100
1\% 100
Vv 100
Total 465

Address:

The project headquarters offices are:
Kawi House, South C, Off Mombasa Road,

P.O Box 100746-00101,
Nairobi, Kenya

The address of its registered office is:
Polo Center, Tom Mboya Road (Branch),

P.O. Box 17700-20100,
Nakuru, Kenya

Telephone: +254 719 036 500
E-mail: info@gdc.go.ke
Website: www.gdc.co.ke

1.2 Project Information

Project Start Date: The project start date was 10 July 2012

Project End Date: The expected project end date is June 2026

Project Manager: The project manager is Eng. George Kinyanjui

Government of Kenya (GoK)
African Development Bank (AfDB) - SCF Grant No. 5565155000401, SCF Loan No

5565130000101 and ADB Loan No. 2100150026101

French Development Agency (AFD) - Agreement No. CKE 1038.01K

European Investment Bank (EIB) - Loan No. 25.944

German Development Bank (KfW) - Loan No. 2013.66.103

United States Trade and Development Agency (USTDA) - Grant Agreement No.

Project Sponsor:

GH2010110010
Nordic Development Fund (NDF) - NDF GRANT -C41




Menengai Geothermal Project

Reports and Financial Statements
For the financial year ended June 30, 2020

1. PROJECT INFORMATION AND OVERALL PERFORMANCE (Continued)

1.3 Project Overview

Line Ministry/State
_Department of the project

The project is under the supervision of the Ministry of Energy.

Project number

P-KE-FZO-003

Strategic goals of the project

The strategic goals of the project are as follows:
(i) Facilitate realisation of at least 465MW from Menengai Geothermal
project

(ii) Reduce electricity tariffs due to inclusion of cheaper power mix. This
will in turn spur economic growth.

(iii) Lower the cost of electric power by providing fuel (steam to power
generators).

(iv) To promote alternative uses of geothermal energy.

Achievement of strategic
goals

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

(i) Facilitate early generation of electricity through provision of steam to
Independent Power Producers (IPP’s) to ensure electricity becomes
available faster.

(i) Environmental sustainability through displacement of biomass and fossil
fuel by cleaner and environmentally friendly alternatives.

(iii) To promote alternative uses of geothermal resources other than
electricity generation. These include greenhouse heating, drying of
grains, pasteurizing milk, cooling and heating of rooms, among others.

Other important background
information of the project

The project entails the drilling of wells for the connection to power plants.
Key activities include the following:

Geo-scientific studies.

Access roads and well pads.

Water infrastructure.

Drilling and testing of wells.

Feasibility study.

Construction of steam gathering system.
Construction of power transmission system.
Construction of power plants.

Current situation that the
project was formed to
intervene

Undertake exploration, appraisal and production drilling to mitigate

upfront risks associated with geothermal development that deters the

private sector.

¢ To increase the national electricity generation capacity.

e Lower unit cost of electricity by providing steam (fuel) to power
generators.

e  Attract capital for accelerated development by opening up opportunities

for private sector participation.

Project duration

The project started on 10 July 2012 and is expected to run until 30 June 2026.
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1. PROJECT INFORMATION AND OVERALL PERFORMANCE (Continued)

1.4 Bankers

The following were the bankers for the year:
Cooperative Bank of Kenya Limited,
Upper Hill Branch, Nairobi.

Kenya Commercial Bank,
Kipande House, Kenyatta Avenue, Nairobi.

1.5 Auditor
The project is audited by the Auditor General:

Office of the Auditor General

Anniversary Towers
P.O Box 30084-GPO 00100,

Nairobi, Kenya.

1.6 Roles and Responsibilities
Responsibilities

Coordination of project
work to attain strategic
project objectives

Names Key Qualifications
Eng. Jared O. Managing Director & | Master of Business Administration (MBA)
and BSc in Electrical Engineering from the

Title Designation

Othieno CEO
University of Nairobi
Eng. George Project Manager Master of Business Administration (MBA) | Supervision of project
Kinyanjui and BSc in Mechanical Engineering (Hons)| work
from the University of Nairobi
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Menengai Geothermal Project
Reports and Financial Statements
For the financial year ended June 30, 2020

1. PROJECT INFORMATION AND OVERALL PERFORMANCE (Continued)
1.8 Summary of Overall Project Performance
Physical progress based on outputs, outcomes and impacts since project commencement:

Measurement per year FY 2019/20
Target Actual
Drilling geothermal wells (No of wells) 2 2
Construction of access roads (Kms) - -
Construction of well pads - -

Comment on value-for-money achievements:

Drilling done substantially by GDC staff.

56 wells drilled i.e 7 top holed and 49 completed.

169 MW of steam available.

Steam gathering system (SGS) for 105SMW is complete.
Transmission line completed.

Letter of Support negotiations ongoing for one IPP (Orpower).
Two IPPs at advanced stage of attaining financial closure
Signing of Lease with Kenya Forest Services done

Obtaining Geothermal License complete

Implementation challenges

e Delay inIssuance of Government Support Measures (Letter of support and PRG) to IPP’s
e Insufficient Counterpart Funding.

Way forward;

e Engaging Financiers to waive conditions that might derail achievement of financial closure for IPPs.
e Enhance resource mobilization from multi —lateral partners and request for enhanced exchequer appropriation.

1.9 Summary of Project Compliance

e Compliance with applicable environmental laws and regulations

The Company has strived to ensure compliance with all relevant national and international environmental and
other statutory regulatory provisions that apply to Menengai Geothermal Power Project as relates to
licensing/permitting for water usage and project implementation to ensure sound environmental management
practice. The key national laws are; the Environmental Management and Coordination Act (EMCA) of 1999
Amendment 2015 and the associated regulations; the Water Act of 2016 and Associated Rules/Guidelines;
Occupational Safety and Health Act 2007 and Associated Rules and any other regulations relating to
environmental conservation and management. Key international best practices that guide project implementation
include the International Finance Corporation (IFC) Performance Standards on Environment and Social
Sustainability. The Menengai geothermal project’s environmental and social management/monitoring plans are
anchored on these regulations, standards and best practices.

GDC continues to streamline its environmental and social management/monitoring plans to be in total compliance
with International Environmental Best Practices and Standards. Dissemination of knowledge on environmental
conservation has been a key component through the social afforestation program and national/international
environmental conservation and management awareness campaigns. The Company has also continued to
contribute to the national realization of Sustainable Development Goals (SDGs) relating to: Affordable and Clean
Energy; Clean Water and Sanitation for communities in project areas; Improved Infrastructure, and Climate
Change Action.



Menengai Geothermal Project '
Reports and Financial Statements
For the financial year ended June 30, 2020

1. PROJECT INFORMATION AND OVERALL PERFORMANCE (Continued)

e Consequences if any suffered on account of non-compliance or likely to be suffered

The Company has a valid Water permit (Menengai boreholes) and has continuously undertaken timely quarterly
& annual environmental audits. GDC has not suffered any consequence as a result of non-compliance due to its
commitment towards environmental regulatory compliance. The Company is working towards implementation of
ISO 14001 (EMS) and has also streamed its environmental and social management/monitoring plans to be in total
compliance with International Environmental Standards such as the IFC Performance Standards.



Menengai Geothermal Project
Reports and Financial Statements
For the financial year ended June 30, 2020

2. STATEMENT OF PERFORMANCE AGAINST PROJECT’S PREDETRMINED OBJECTIVES
Introduction
Section 81 (2) (f) of the Public Finance Management Act, 2012 requires that, at the end of each financial year, the
Accounting officer when preparing financial statements of each National Government entity in accordance with the
standards and formats prescribed by the Public Sector Accounting Standards Board includes a statement of the national

government entity’s performance against predetermined objectives.

The Menengai Geothermal project aims at increasing the national electricity generation capacity by 465MW from
Geothermal sources

The key development objectives of the project’s 2018-2022 plan are to:
a) Provide reliable power supply to customers;
b) Reduce electricity tariffs due to inclusion of cheaper power mix;
¢) Create employment opportunities and income generation

d) Environmental sustainability through displacement of biomass and fossil fuel by cleaner and environmentally
friendly alternatives.

e) Increase private sector participation in electricity generation

Progress on attainment of Strategic development objectives

For purposes of implementing and cascading the above development objectives to specific sectors, all the development
objectives were made specific, measurable, achievable, realistic and time-bund (SMART) and converted into
development outcomes. Attendant indicators were identified for reasons of tracking progress and performance
measurement: Below we provide the progress on attaining the stated objectives:

Project Objective QOutcome Indicator Performance
Menengai To connect 465MWe Cheap and Amount of MWe | In the FY 2019/20,
Geothermal of geothermal power to | affordable powerto | generated cumulative generation
Project the national grid the people of Kenya at well head stood at

169OMW
As at FY 2019/20 three

To increase private Risk diversification | Number of IPPs

sector participation in
energy generation

and share of returns
generated from
energy sector
investments

IPPs were engaged to
construct three 35SMW
powerplants on a Build
Own Operate model

To enhance
environmental
sustainability through
provision of clean
energy

Clean energy and
attainment of health
benefits associated
with a clean
environment

Percentage of
geothermal
power in Kenya
energy mix

In the FY 2019/20
Geothermal power
generation increased to
828MW representing a
29% share in the
Kenyan energy mix




Menengai Geothermal Project
Reports and Financial Statements
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3. CORPORATE SOCIAL RESPONSIBILITY STATEMENT/SUSTAINABILITY REPORTING

GDC has a deeply rooted tradition of acting in a responsible and ethical manner, and of being actively and positively
present in the communities where it is established. It continues to emphasize the need for sustainable relationships with
communities in and around its project areas. The value conferred to social acceptance continues to top the Company’s
agenda as project success is anchored on this important aspect.

Our approach

GDC'’s approach to corporate social responsibility (CSR) replicates the steps that we are taking as a company to ensure
we are, and remain, a good corporate citizen. Social responsibility embraces everything we do that has an impact on
society around us — it is our values and behaviour as an organisation. The company continues to emphasize social,
economic and environmental sustainability

1.

Social Sustainability

a) Education

GDC is passionate about offering educational support to local communities in the project areas.

During the financial year 2019/2020, the Company constructed an Early Childhood Education (ECD) classroom
at Kibenos in the Bogoria-Silali project area. Further, the Company provided career guidance talks to students
in secondary schools within the Menengai and Bogoria-Silali project areas

b) Health

In light of the medical response challenges within the Bogoria-Silali project area, the Company has provided
first aid support and ambulance services to the local community. The company also procured sanitary towels for
distribution to secondary schools within the financial year.

¢) Sports
GDC has facilitated youth empowerment by sponsoring a football club (GDC FC) that nurtures local talent and
create opportunities to expose their skills.

Economic Sustainability

a) Reserved Tender Opportunities

The Company has undertaken procurement sensitization to local businesses, women, youth and People Living
with Disabilities (PWDs) on AGPO on all areas of operation. This has enabled most of the special groups to
successfully participate in the tendering process at GDC. These procurement opportunities have created diverse
financial benefits for the special groups as well as enhancing the GDC corporate image and reputation.

b) Road Infrastructure

The Company has improved the accessibility to the Bogoria-Silali region through a road network system of over
100km within the project area. By extension, the road system has immensely benefited the host community by
streamlining transport and communication for commerce, education, health services and government
administrative services.

¢) Employment Opportunities
The host communities in the areas of operation have benefited from employment opportunities by GDC and its
contractors. This has boosted the living standards of the communities in the project areas

d) Employment Opportunities
The host communities in the areas of operation have benefited from employment opportunities by GDC and its
contractors. This has boosted the living standards of the communities in the project areas
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3. CORPORATE SOCIAL RESPONSIBILITY STATEMENT/SUSTAINABILITY REPORTING
(Continued)

e) Corporate Sponsorship

GDC sponsored and participated in the Nakuru International Investment Conference (NIICO) held in Naivasha
between the 29th November and 1st December 2019. Key issues discussed at the conference include the place
of geothermal energy as a natural source of reliable power and its importance to the national economy. The
Company also sponsored and participated in the Fifth Africa Engineering Week and Third Africa Engineering
Conference held between the 17th and 21st September 2019.

3. Environmental sustainability

The Company’s contribution to societal well-being in its operational areas continues to be a pillar for business
continuity. The Company envisions lowering the cost of power in Kenya through development of 1065MW from
geothermal resources. To ensure sustainability of the business, the Company endeavors to align its activities to
ensure minimal impact on the environment.

a) Compliance with Applicable Environmental Laws and Regulations

GDC sponsored and participated in the Nakuru International Investment Conference (NIICO) held in Naivasha
between the 29th November and 1st December 2019. Key issues discussed at the conference include the place
of geothermal energy as a natural source of reliable power and its importance to the national economy. The
Company also sponsored and participated in the Fifth Africa Engineering Week and Third Africa Engineering
Conference held between the 17th and 21st September 2019.

GDC’s environmental and social management/monitoring plans are anchored on environmental laws,
regulations, standards and best practices. The Company ensures compliance with all relevant national and
international environmental and other statutory regulatory provisions that apply to its projects as pertains to
licensing/permitting for water usage (abstraction license) and project implementation to ensure sound
environmental management practice

The Company undertakes quarterly and annual environmental audits and has valid permits and licenses for its
operations. The Company is working towards implementation of ISO 14001 (EMS) and has also streamed its
environmental and social management/monitoring plans to be in total compliance with following;

. the Environmental Management and Coordination Act (EMCA) of 1999 Amendment 2015
and the associated regulations;

. the Water Act of 2016 and Associated Rules/Guidelines;

. Occupational Safety and Health Act 2007 and Associated Rules and any other regulations

relating to environmental conservation and management.

Project implementation is guided by the international best practices that include the International Finance
Corporation (IFC) Performance Standards on environment and social sustainability.
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4.

STATEMENT OF PROJECT MANAGEMENT RESPONSIBILITIES

The MD & CEO and Project Manager for Menengai Geothermal Project are responsible for the preparation and
presentation of the Project’s financial statements, which give a true and fair view of the Project’s transactions of the
Project for and as at the end of the financial year ended 30 June 2020. This responsibility includes:

(i) maintaining adequate financial management arrangement and ensuring that these continue to be effective
throughout the reporting period;

(ii) maintaining proper accounting records, which disclose with reasonable accuracy at any time the financial
position of the Project;

(iii) designing, implementing and maintaining internal controls relevant to the preparation and fair presentation of
the financial statements, and ensuring that they are free from material misstatements, whether due to error or
fraud;

(iv) safeguarding the assets of the Project;

(v) selecting and applying appropriate accounting policies; and

(vi) making accounting estimates that are reasonable in the circumstances.

The MD & CEO and Project Manager for Menengai Geothermal project accept responsibility for the Project’s financial
statements, which have been prepared on the Cash Basis Method of Financial Reporting, using appropriate accounting
policies in accordance with International Public Sector Accounting Standards.

The MD & CEO and Project Manager for Menengai Geothermal project are of the opinion that the Project’s financial
statements give a true and fair view of the state of Project’s transactions during the financial year ended June 30, 2020,
and of the Project’s financial position as at that date. The MD & CEO and Project Manager for Menengai Geothermal
project further confirm the completeness of the accounting records maintained for the Project, which have been relied
upon in the preparation of the Project financial statements as well as the adequacy of the systems of internal financial
control.

The MD & CEO and Project Manager for Menengai Geothermal Project confirm that the Project has complied fully
with applicable Government Regulations and the terms of external financing covenants, and that the Project funds
received during the financial year/period under audit were used for the eligible purposes for which they were intended
and were properly accounted for.

Approval of the Project financial statements

The Project financial statements were approved by MD & CEO and Project Manager for Menengai Geothermal project

on O D{ Limn 4"/ 2020 and signed by them. (
/)
fich
/

Eng. Jared O. Othieno Eng. George Kinyanjui Solomon Sankaire
Managing Director & CEO Project Manager Project Accountant

ICPAK Member No.19098
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5. INDEPENDENT AUDITOR’S REPORT
TO THE AUDITOR GENERAL

Opinion

We have audited the accompanying financial statements of Menengai Geothermal Project AfDB Loan Nos.
2100150026101 & 5565130000101, and Grant No. 5565155000401 set out on pages 11 to 64, which comprise the
statement of financial assets as at 30 June 2020, and the statement of receipts and payments, statement of cash flows,
and statement of comparative budget and actual amounts for the year then ended, and a summary of significant
accounting policies and other explanatory notes.

In our opinion, the accompanying financial statements give a true and fair view of the financial position of Menengai
Geothermal Project as at 30 June 2020 and of its financial performance and cash flows for the year then ended in
accordance with International Public Sector Accounting Standards (Cash Basis) and comply with the Financing
Agreements No. 2100150026101, No. 5565130000101 and No. 5565155000401.

In addition, accompanying special/designated account statement presents fairly, in all material aspects, the funds
received into and disbursements made from the special/designated account of the project for the year ended 30 June
2020.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities under those
standards are further described in the Auditor’s responsibilities for Audit of the Financial Statements section of our
report. We are independent of Menengai Geothermal Project in accordance with the International Ethics Standards
Board for Accountants’ Code of Ethics for Professional Accountants (IESBA Code) together with the ethical
requirements that are relevant to our audit of the financial statements in Kenya, and we have fulfilled our ethical
responsibilities in accordance with these requirements and the IESBA Code.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.
Other Information

The MD & CEO and Project Manager for Menengai Geothermal project are responsible for the other information. The
other information comprises project information and overall performance included in the report but does not include the
financial statements and our auditor’s report thereon.

Our opinion on the financial statements does not cover the other information and we do not express any form of
assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in doing
s0, consider whether the other information is materially inconsistent with the financial statements or our knowledge
obtained in the audit or otherwise appears to be materially misstated. If, based on the work we have performed on the
other information that we obtained prior to the date of this auditor’s report, we conclude that there is a material
misstatement of this other information, we are required to report that fact. We have nothing to report in this regard.

12
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5. INDEPENDENT AUDITOR’S REPORT (Continued)
TO THE AUDITOR GENERAL

Responsibilities of Management and Those Charged with Governance for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in accordance with
International Public Sector Accounting Standards (Cash Basis) and for such internal control as management determine
is necessary to enable the preparation of financial statements that are free from material misstatement, whether due to
fraud or error.

In preparing the financial statements, management is responsible for assessing the Project’s ability to continue
sustaining services, disclosing, as applicable, matters related to sustainability of services and using the going concern
basis of accounting unless the management either intend to terminate the Project, or have no realistic alternative but to
do so.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with
ISAs 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.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional scepticism
throughout the audit. We also:

e Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or error,
design and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

e  Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Project's internal control.

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

e  Conclude on the appropriateness of the Management’s use of the going concern 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 sustaining its services. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditor’s report to the related disclosures in the financial
statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditor’s report. However, future events or conditions may cause the Project
to cease sustaining its services.

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

We communicate with management regarding, among other matters, the planned scope and timing of the audit and
significant audit findings, including any significant deficiencies in internal control that we identify during our audit.

Mofe % loudlag

Certified Public Accountants (Kenya)
Nairobi 18 November 2020

CPA Fred Aloo, Practicing certificate No. 1537
Signing partner responsible for the independent audit
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Enhancing Accountability

REPORT OF THE AUDITOR-GENERAL ON MENENGAI GEOTHERMAL PROJECT
FOR THE YEAR ENDED 30 JUNE, 2020 - GEOTHERMAL DEVELOPMENT COMPANY
LIMITED

REPORT ON THE FINANCIAL STATEMENTS
Opinion

The accompanying financial statements of Menengai Geothermal Project set out on
pages 14 to 33, which comprise the statement of financial assets as at 30 June, 2020,
and the statement of receipts and payments, statement of cash flows and statement of
comparative budget and actual amounts for the year then ended and a summary of
significant accounting policies and other explanatory information, have been audited on
my behalf by Deloitte & Touche, auditors appointed under Section 23 of the Public Audit
Act, 2015. The auditors have duly reported to me the results of their audit and on the
basis of their report, | am satisfied that all the information and explanations which, to the
best of my knowledge and belief, were necessary for the purpose of the audit were
obtained.

In my opinion, the financial statements present fairly, in all material respects, the financial
position of Menengai Geothermal Project as at 30 June, 2020, and of its financial
performance and cash flows for the year then ended, in accordance with International
Public Sector Accounting Standards (Cash Basis) and comply with the Financing
Agreements N0.2100150026101, No.5565130000101 and No.5565155000401 dated 12
March, 2012, between the Government of Kenya and African Development Bank (AfDB)
and Agreement No.CKE 1038.01K dated 5 April, 2011 with the Agence Francaise De
Development (AFD) and the Public Finance Management Act, 2012.

In addition, the special account statement presents fairly, transactions for the period, and
the closing balance has been reconciled with the books of account.

Basis for Opinion

The audit was conducted in accordance with International Standards of Supreme Audit
Institutions (ISSAIs). | am independent of the Menengai Geothermal Project Management
in accordance with ISSAlI 130 on Code of Ethics. | have fulfiled other ethical
responsibilities in accordance with the ISSAI and in accordance with other ethical
requirements applicable to performing audit of financial statements in Kenya. | believe

Report of the Auditor-General on Menengai Geothermal Project for the year ended 30 June, 2020 - Geothermal
Development Company Limited



that the audit evidence | have obtained is sufficient and appropriate to provide a basis for
my opinion.

Key Audit Matters

Key audit matters are those matters which, in my professional judgment, were of most
significance in the audit of the financial statements. There were no Key Audit Matters to
report in the period under review.

Other Matter

1. Pending Bills

Note 11.1 and Note 11.2 to the financial statements reflects pending bills totalling
Kshs.418,685,000 comprised of Kshs.389,648,000 due to suppliers of goods and
services and Kshs.29,037,000 due to staff. The Project is likely to incur significant interest
costs and penalties with continued delay in making the payments. Further, failure to settle
bills during the year to which they relate to distorts the financial statements and adversely
affects the budgetary provisions for the subsequent year as they form a first charge.

2. Unauthorized Expenditure

The statement of comparative budget and actual amounts reflects total budgeted receipts
of Kshs.2,470,731,000 against actual receipts on comparable basis of
Kshs.1,686,100,000 resulting in a budgetary deficit of Kshs.784,630,000 or 32%.
Management attributed the receipts deficit to contractual issues and delayed payments
from the Kenya Electricity Generating Company (KENGEN). However, measures in place
to avoid recurrence of the deficits have not been explained. Similarly, the statement
reflects total expenditure of Kshs.2,757,651,000 against an approved budget of
Kshs.2,470,731,000 resulting into an over expenditure of Kshs.286,920,000 or 12%. The
over expenditure mainly occurred under acquisition of non-financial assets.

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, except for the matter described in the Basis for Conclusion on Lawfulness and
Effectiveness in Use of Public Resources section of my report, | confirm that, nothing else
has come to my attention to cause me to believe that public resources have not been
applied lawfully and in an effective way.

Basis for Conclusion

1. Failure to Open and Operate a Project Bank Account

Regulation 76 (1) of the Public Finance Management (National Government) Regulations,
2015 provides that, for the purpose of disbursement of Project funds, a Project account

Report of the Auditor-General on Menengai Geothermal Project for the year ended 30 June, 2020 - Geothermal
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for every project should be opened and maintained at the Central Bank of Kenya unless
it is exempted by the Cabinet Secretary in writing, into which all funds should be kept and
such an account shall be in the name of the Project for which it is opened. Each Project
should maintain only one bank account. However, the Project funds were commingled
with funds for the Company’s general operations. Management had indicated in the prior
year that the process of separating the Project's and the general Company’s bank
accounts was underway. However, the separation of the accounts is still pending.

2. Overdrawn Bank Account

The statement of financial assets reflects a balance of Kshs.562,497,000 under
borrowings which as disclosed in Note 10.12C relates to a credit balance held in the
Cooperative Bank of Kenya account No. 01136160857600. This is contrary to Regulation
82(7) of the Public Finance Management Regulations, 2015 which provides that no official
government bank account shall be overdrawn, nor shall any advance or loan be obtained
from a bank account for official purposes beyond the limit authorized by The National
Treasury in line with Section 28(4) of the Act.

In the circumstance, the Project Management was in breach of law.

The audit was conducted in accordance with ISSAI 4000. The standard requires that |
comply with ethical requirements and plan and perform the audit to obtain assurance on
whether the activities, financial transactions and information reflected in the financial
statements are in compliance, in all material respects, with the authorities which govern
them. | believe that the audit evidence | have obtained is sufficient and appropriate to
provide a basis for my conclusion.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1)(a) of the Public Audit Act, 2015, based on the audit
procedures performed, | confirm that, nothing has come to my attention to cause me to
believe that internal controls, risk management and overall governance, were not
effective.

Basis for Conclusion

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

Report of the Auditor-General on Menengai Geothermal Project for the year ended 30 June, 2020 - Geothermal
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REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

As required by African Development Bank and Agence Francaise De Development
(AFD), | report based on my audit, that:

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

ii. In 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 International Public Sector Accounting Standards (Cash
Basis), and for maintaining effective internal control as Management determines is
necessary to enable the preparation of financial statements which are free from material
misstatement, whether due to fraud or error and for assessment of the effectiveness of
the internal control, risk management and governance.

In preparing the financial statements, Management is responsible for assessing the
Project’s ability to continue sustaining 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.

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

Those charged with governance are responsible for overseeing the Project’s financial
reporting process, reviewing the effectiveness of Management’'s systems for monitoring
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.

Report of the Auditor-General on Menengai Geothermal Project for the year ended 30 June, 2020 - Geothermal
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Auditor-General’s Responsibilities for the Audit

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

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

Further, in planning and performing the audit of the financial statements and audit of
compliance, | consider internal control in order to give an assurance on the effectiveness
of internal controls, risk management and governance processes and systems in
accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 2015 and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of
the internal control would not necessarily disclose all matters in the internal control which
might be material weaknesses under the ISSAls. A material weakness is a condition in
which the design or operation of one or more of the internal control components does not
reduce to a relatively low level, the risk that misstatements caused by error or fraud in
amounts which would be material in relation to the financial statements being audited,
may occur and not be detected within a timely period by employees in the normal course
of performing their assigned functions.

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

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

e Identify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence which is sufficient and appropriate to provide a
basis for my opinion. The risk of not detecting a material misstatement resulting from
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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 which may cast significant doubt on the Project’'s
ability to continue sustaining its services. If | conclude that a material uncertainty
exists, | am required to draw attention in the auditor’s report to the related disclosures
in the financial statements or, if such disclosures are inadequate, to modify my
opinion. My conclusions are based on the audit evidence obtained up to the date of
my audit report. However, future events or conditions may cause the Project to cease
sustaining 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 which 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 | consider necessary in the circumstances.

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

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

~

Nancy Gathun
AUDITOR-GENERAL

Nairobi

30 December, 2020
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Menengai Geothermal Project
Reports and Financial Statements
For the financial year ended June 30, 2020

7. STATEMENT OF FINANCIAL ASSETS AS AT 30 June 2020

Note FY 2019/20 FY 2018/19
Kshs'000 Kshs'000
FINANCIAL ASSETS
Cash and cash equivalents
Bank balances 10.12.A 24,519 527,701
Cash balances 10.12.B 50 -
Total cash and cash equivalents 24,569 527,701
Accounts receivables - Imprest and advances 10.13 10 5,932
TOTAL ASSETS 24,579 533,633
REPRESENTED BY:
Fund balance brought forward 10.14 533,633 (2,690,742)
Surplus for the year (1,071,551) 654,566
Long term loan 10.5.A - 2,569,809
Borrowings 10.12.C 562,497 -
NET FINANCIAL POSITION 24,579 533,633

The accounting policies and explanatory notes to these financi ﬁstatements form an integral part of the financial

statements. The financial statements were approved on 'Og et -”’/ /\2{)20 and signed by:

Eng. Jared O. Othieno “Eng/ Gegrge Kinyanjui Solomon Sankaire
Managing Director & CEO Project Manager Project Accountant

ICPAK Member No.19098
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Menengai Geothermal Project
Reports and Financial Statements
For the financial year ended June 30, 2020

8.

STATEMENT OF CASHFLOW FOR THE YEAR ENDED 30 June 2020

Receipts for operating activities

Transfer from Government entities

Proceeds from domestic and foreign grants

Miscellaneous Receipts

Payments for operating activities

Compensation of employees
Purchase of goods and services
Social Security benefits

Other grants and transfers

Net cash flow from operating activities

Cash flow from investing activities

Acquisition of assets

Net cash flows from Investing activities

Cash flow from financing activities

Proceeds from borrowings
Proceeds from Bank Loan
Repayment of Bank Loan
Borrowings

Net cash flow from financing activities

Net increase in cash and cash equivalent
Cash and cash equivalent at beginning of the year

Cash and cash equivalent at end of the year

The accounting poligies and explanatory notes to these financial stat
approved on [;

Eng. Jared O. Othieno
Managing Director & CEO

Note

10.3

10.4
10.6

10.7
10.8
10.9
10.11

10.10

10.5
10.5. A
10.5. A
10.12.C

FY 2019/20
Ksh'000

1,608,981

49,870
3,943

1,662,794

(1,452,110)
(187,675)
(177,896)

(1,817,681)

(154,887)

(657,456)
(657,456)
23,306
(282,514)
562,497

303,289

(509,054)
533,633

24,579

s
ng. (Geor
Project Manager
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Kinyanjui

Solomon Sankaire
Project Accountant:
ICPAKNO0.19098

FY 2018/19
Ksh'000

3,867,653
325,789

4,193,442

(1,400,567)
(404,307)
(161,432)

(1,966,306)

2,227,136

(1,781,596)
(1,781,596)

209,026
2,617,755
(47,946)

2,778,835

3,224,375
(2,690,742)

533,633

ensents form aﬁgral part of the financial
K _VL_a/nﬁﬂ/’/ b d signed by:



%TII (076°982)
%681 (816°80¢)
%001 -
%001 )
%66 866°1C
%89 0€9¥8L
%0 (£¥6°€)
%LS $69°L1
%001 6C1
%09 00S°1¥8
%bTl (osL'oL)
% 9/P=} p-0=2
000U
AURIJ]II
uonszinn :o:.ﬁw_u_mm
30 % 393png

86061 0N MVdOI
}JUBIUNOJDY 103f01g
alreyueg UOWO[0g

L1

19f01g

193eue
mfuekury] o@%&u@ 3

"

u
o

IELOLY'T (990°F€€) L6L'P08T
96+°LS9 8€5°8H ¢ 206°88¢ 9€9°6S
S68°LLI 968°LLI S9T'19 1€9°911
061°0LY 061°0LY (156°61t) 171°068
011°TSH1 LOT'YLY 1 (28T°492) 68€°8€L 1
001°989°1 IELOLY'T (990°r€€) L6L'P08°T
£h6°¢ - . .
90€°€T 000°1¥ 0001+ .

0,861 000°0S 000°0S .

1€2°8€T 1 1€L°6L0°T SE6'VL L6L'¥00°T
0SL0LE 000°00€ (000°005) 000008

p q+e=0 q e

000.5YSM 000.SUS 000.5YSY 00054

siseg d|qeaedwo)  333png sueunsnfpy  393png WBHO

uo [enpy 5D

05D 2 1010211 SuiSeuey
oudIYIQ O PAIPA “Suy

sjudwAie [BI0 L

S}OSSE [BIOUBULJ-UOU JO UONISINboy
S1Jauaq AJ1Indas [BI120S

SIOIAIS pue SPOOS JO aseyaind
saako[dwa jo uonesuadwo)

sjudwAeg

$3d1929Y B30

$)d1909y Snoaue[[a9SIA

S3UIMO0LI0q WOIJ SPI0IJ
sjueis

uS1210§ pue d1)SAUWIOP WO SPAI0I]

suonnquuod Auedwo))
SI}JUS JUSWUIIAOLD) WOLJ JQJSUBL]

SUIEREN |

w)] sjudwAeg/s1day

0707 ung o€ AAANT YVIA FHL Y04 SINNOWY TVALOV ANV LADANYd JALLVIVdINOD 40 INIWALVLS °6

0202 ‘0§ 2unp papua avad [p1ouvutf ayj 10,]

SJUWIIDIS I1dUDUL] pup $p0daYy

192[04g |pWI211020) IDSUIUIPY



Menengai Geothermal Project
Reports and Financial Statements
For the financial year ended June 30, 2020

10. NOTES TO THE FINANCIAL STATEMENTS

The principal accounting policies adopted in the preparation of these financial statements are set out below:

10.1 Basis of Preparation

10.1.1. Statement of compliance and basis of preparation

10..2

10..3

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 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.

Reporting entity

The financial statements are for the Menengai Geothermal Project under National Government of Kenya.
The financial statements encompass the reporting entity as specified in the relevant legislation PFM Act
2012.

Reporting currency

The financial statements are presented in Kenya Shillings (KShs), which is the functional and reporting
currency of the Project and all values are rounded to the nearest Kenya Shilling.

10.2 Significant Accounting Policies

a) Recognition of receipts

The Project recognises all receipts from the various sources when the event occurs and the related cash has
actually been received by the Project.

Transfers from the Exchequer

Transfer from Exchequer is recognized in the project’s books of accounts when cash is received. Cash
is considered as received when payment instruction is issued to the bank and notified to the receiving
entity.

External Assistance

External assistance is received through grants and loans from multilateral and bilateral development
partners.

Donations and grants

Grants and donations are recognized in the books of accounts when cash is received. Cash is considered
as received when a payment advice is received by the project. In case of grant/donation in kind, such
grants are recorded upon receipt of the grant item and upon determination of the value. The date of the
transaction is the value date indicated on the payment advice.
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Menengai Geothermal Project
Reports and Financial Statements
For the financial year ended June 30, 2020

10. NOTES TO THE FINANCIAL STATEMENTS (continued)

10.2

Significant Accounting Policies (continued)

a) Recognition of receipts (Continued)

o External Assistance

Proceeds from borrowing

Borrowing includes external loans acquired by the Project or any other debt the Project may take on.
Loans are accounted for on cash basis and are recognized as a receipt during the year they were received.

Undrawn external assistance

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

Other receipts

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

b) Recognition of payments

The Project recognises all payments when the event occurs and the related cash has actually been paid out
by the Project. Payments also include purchase deposits paid in advance.

Compensation of employees

Salaries and wages, allowances, statutory contribution for employees are recognized in the period when
the compensation is paid.

Purchase of goods and services

Goods and services are recognized 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 consumed, they shall be disclosed as
pending bills.

Interest on borrowing

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

Repayment of borrowing (principal amount)

The repayment of principal amount of borrowing is recognized as payment in the period in which the
repayment is made. The stock of debt is disclosed as an annexure to the financial statements.
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Menengai Geothermal Project
Reports and Financial Statements
For the financial year ended June 30, 2020

10. NOTES TO THE FINANCIAL STATEMENTS (continued)

10.2 Significant Accounting Policies (continued)

b)

©)

d)

e)

Recognition of payments
e Acquisition of non-financial assets

The payment on acquisition of non-financial assets are 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 for 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 each public entity and a summary provided for purposes of
consolidation. This summary is disclosed as an annexure to the financial statements.

In-kind donations

In-kind contributions are donations that are made to the Project in the form of actual 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; otherwise, the contribution is not recorded.

Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and cash at bank, short-term deposits on call and highly
liquid investments with an original maturity of three months or less, which are readily convertible to
known amounts of cash and are subject to insignificant risk of changes in value. Bank account balances
include amounts held at 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 year.

Restriction on cash

Restricted cash represents amounts that are limited/restricted from being used to settle a liability for at
least twelve months after the reporting period. This cash is limited for direct use as required by stipulation.

Accounts receivable

For the purposes of these financial statements, imprests and advances to authorised public officers and/or
institutions which were not surrendered or accounted for at the end of the financial year is treated as
receivables. This is in recognition of the government 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.

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 bills do not involve the payment of cash in the
reporting period, they are recorded as ‘memorandum’ or ‘off-balance’ items to provide a sense of the
overall net cash position of the Project at the end of the year. 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.
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NOTES TO THE FINANCIAL STATEMENTS (continued)

10.2 Significant Accounting Policies (continued)

2)

h)

»

k)

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 Government of Kenya Budget Printed Estimates
for the year. The Development Projects are budgeted for under the MDAs but receive budgeted funds as
transfers and account for them separately.

A high-level assessment of the Project’s actual performance against the comparable budget for the
financial year under review has been included in an annex to these financial statements.

Third party payments

Included in the receipts and payments, are payments made on its behalf by third parties in form of loans
and grants. These payments do not constitute cash receipts and payments and are disclosed in the payment
to third parties column in the statement of receipts and payments.

During the year Kshs 36 Million, being funds received from development partners in form of grants and
loans negotiated by the National Treasury donors and advanced to GDC as grants, were received in form
of direct payments from third parties.

Exchange rate differences

The accounting records are maintained in the functional currency of the primary economic environment
in which the Project operates, Kenya Shillings. Transactions in foreign currencies during the year are
converted into the functional currency using the exchange rates prevailing at the dates of the transactions.
Any foreign exchange gains and losses resulting from the settlement of such transactions and from the
translation at year-end exchange rates of monetary assets and liabilities denominated in foreign currencies
are recognised in the statements of receipts and payments.

Comparative figures

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

Subsequent events

There have been no events subsequent to the financial year end with a significant impact on the financial
statements for the year ended 30 June 2020.

Errors

Material prior period errors shall be corrected retrospectively in the first set of financial statements
authorized for issue after their discovery by: restating the comparative amounts for prior period(s)
presented in which the error occurred; or ii. If the error occurred before the earliest prior period presented,
restating the opening balances of assets, liabilities and net assets/equity for the earliest prior period
presented.
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10. NOTES TO THE FINANCIAL STATEMENTS (continued)

10.3 RECEIPTS FROM GOVERNMENT OF KENYA

These represent counterpart funding and other receipts from government as follows:

Details

Counterpart funding through Ministry of Energy

Counterpart funds Quarter 1
Counterpart funds Quarter 2
Counterpart funds Quarter 3
Counterpart funds Quarter 4

Appropriations-in-Aid
Company contributions

Company contributions for FY 2018/19 received

in FY 2019/20

Total

10.4 PROCEEDS FROM DOMESTIC AND FOREIGN GRANTS

During the year ended 30 June 2020, grants received from donors as detailed in the table below:

Date
Name of Donor

Grants received from
multilateral donors
African
Development Bank

NDF

ICEIDA

received

30.06.2020

30.06.2020

30.06.2020

Amount
received
in donor

currency
Kshs’000

$34
€77

$363

Cumulative
FY 2019/20 FY 2018/19 to-date
Kshs’000 Kshs’000 Kshs’000
70,750 274,375 7,331,624
- 70,750 10,668,374
200,000 70,750 12,502,348
100,000 70,750 11,196,840
370,750 486,625 41,699,186
852,202 1,645,947 10,370,189
386,029 1,735,081 4,949,213
1,238,231 3,381,028 15,319,402
1,608,981 3,867,653 57,018,588
Grants Total
Grants received Grants amount Total
received as direct received FY amount FY
in cash  payment in kind 2019/20 2018/19
Kshs’000 Kshs’000 Kshs’000 Kshs’000 Kshs’000
- 3,657 - 3,657 324,722
- 9,319 - 9,319 1,067
- 36,894 - 36,894 -
49,870 - 49,870 325,789

The direct payment grants represent payments for goods and services done directly by the donor on behalf of

the project.
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10.

10.5.

10.5A.

10.6

NOTES TO THE FINANCIAL STATEMENTS (continued)

LOAN FROM EXTERNAL DEVELOPMENT PARTNERS

The Project receives funding from development partners in form of loans negotiated by the National
Treasury. The National Treasury has advanced the loans to the Project as grants as detailed in the table

below:
Amount Grants Total Total
received in Grants received Grants amount amount
Name of Date donor received as direct received FY FY
Donor received currency in cash payment in kind 2019/20 2018/20
USD’000 Kshs’000 Kshs’000 Kshs’000 Kshs’000 Kshs*000
Loans Received from
African
Development 30.06.2020 226 - 23,306 - 23,306 209,026
Bank
PROCEEDS FROM LONG TERM LOAN
Amount
Date received in Loan Total
Name of donor , .
received donor received amount
currency in cash FY 2019720
USD’000 Kshs’000 Kshs’000
Loan Balance as at
30.06.2019 - - 2,569,809
Less: Repayment on Loan
Principal - - (282,514)
Loan Balance as at
30.06.2020 - - 2,287,295
MISCELLANEOUS RECEIPTS
Receipts FY 2019/20
made by Receipts FY 2018/19
entity in from third Total Total Cumulative
cash parties Payments Payments to date
Kshs’000 Kshs’000 Kshs’000 Kshs’000 Kshs’000
Other receipts not classified
elsewhere 3,943 - 3,943 - 2,887,881
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10.

10.7 COMPENSATION OF EMPLOYEES

NOTES TO THE FINANCIAL STATEMENTS (continued)

Basic salaries of permanent
employees

Personal allowances paid as
part of salary

Total

10.8 PURCHASE OF GOODS AND SERVICES

Utilities, supplies and service
Communication, supplies & services
Domestic travel & subsistence
Foreign travel and subsistence
Printing, advertising and information
supplies & services

Training Expenses

Hospitality supplies and services
Insurance costs

Other operating expenses

Routine maintenance vehicles,
transport equipment

Foreign exchange (gains) (net)

FY 2018/19 FY 2017/18
Payments Payments Total
made by entity made by Pavments Total  Cumulative
in cash  third parties y Payments to-date
Kshs’000 Kshs’000 Kshs’000 Kshs’000 Kshs’000
1,451,811 - 1,451,811 1,400,279 8,002,534
299 - 299 288 4,168,946
1,452,110 - 1,452,110 1,400,567 12,171,480
Payments FY 2019/20

made by Payments FY
entity in made by 2018/19 Cumulative
cash  third parties Total Total to-date
Kshs’000 Kshs’000  Kshs’000 Kshs’000 Kshs’000
33,203 - 33,203 83,468 1,963,779
18,848 - 18,848 7,579 120,294
74,420 - 74,420 105,244 2,329,360
201 - 201 351 78,035
3,359 - 3,359 3,806 268,882
15,668 9,318 24,986 18,923 973,897
7,533 - 7533 9,727 360,099
- - - 20,526 308,293
292,669 - 292,669 52,581 5,823,819
14,970 - 14,970 102,102 617,932
- - - - (635,738)
460,871 9,318 470,189 404,307 12,208,652

*Included in note 10.8 is the amount of 282,514 in relation to escrow payments refunded and used for purchases of

goods and services
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10. NOTES TO THE FINANCIAL STATEMENTS (continued)

10.9. SOCIAL SECURITY BENEFITS

Government pension and retirement

benefits

Social security benefits in cash and in kind

10.10. ACQUISITION OF NON-FINANCIAL ASSETS

Construction of buildings
Refurbishment of buildings

Construction of roads & civil works
Purchase of office furniture & general

equipment

Purchase of specialized plant, equipment

and machinery

Exploration and evaluation activities

Acquisition of strategic stocks
Acquisition of land

Acquisition of other intangible assets

Exchange rate losses/gains (net)

Total

FY 2019/20
Payments Payments
made by made by FY 2018/19
entity in third Total Total Cumulative
cash parties payments payments to-date
Kshs’000 Kshs’000  Kshs’000 Kshs’000 Kshs’000
175,398 - 175,398 157,569 1,031,757
2,498 - 2,498 3,862 18,870
177,896 - 177,896 161,431 1,050,627
FY 2019/20
Controlled Controlled Total FY 20;8()/;91 Cumulative
by GDC by third payments ayments to-date
Kshs’000 parties Kshs’000 l:(syhs’ﬂoo Kshs*000
Kshs’000
728 - 728 2,922 46,686
527 - 527 658 19,570
14,877 - 14,877 70,225 5,040,749
562 - 562 20,561 320,484
8,101 36,894 44,995 164,858 11,032,995
439,669 22,502 462,171 1,132,111 25,737,795
128,973 4,462 133,435 390,261 11,815,515
- - - - 71,806
161 - 161 - 366,099
593,598 63,858 657,456 1,781,596 54,451,699
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10. NOTES TO THE FINANCIAL STATEMENTS (continued)

10.11 OTHER GRANTS AND TRANSFERS AND PAYMENTS

Payments
madeby FY 2018/19
entity in Payments Total FY 2017/18
cash made by Payments Total Payments Cumulative to-date
Kshs’000 third parties Kshs’000 Kshs’000 Kshs’000
Miscellaneous payments - - - - (1,581,381)

10.12 CASH AND CASH EQUIVALENTS

FY 2019/20 FY 2018/19
Kshs'000' Kshs'000'
Bank accounts (Note 8.12A) 24,519 527,701
Cash in hand (Note 8.12B) 50 -
Outstanding imprests and advances (Note 8.13) 10 5,932
24,579 533,633
10.12A Bank Accounts
Project Bank Accounts

Foreign Currency Accounts
Co-operative Bank of Kenya [A/c No 02150168576] 1,602 155,924
Co-operative Bank of Kenya [A/c No 02120160857600] 532 511
Co-operative Bank of Kenya [A/c No 22120160857600] 102 107
Co-operative Bank of Kenya Escrow [A/c N0.02692160857600] - 130,898
2,236 287,440

Local Currency Accounts

Co-operative Bank of Kenya [A/c No 01136160857603] - -
Co-operative Bank of Kenya [A/c No 01136160857600] - 209,212
Co-operative Bank of Kenya [A/c No 01136160857602] - -
Cooperative Bank of Kenya [A/c No 01136350124400] 2,026 2,495
Kenya Commercial Bank [A/c No 119615208] 817 214
Guarantee deposits 19,440 28,340
Total local currency balances 22,283 240,261
Total bank account balances 24,519 527,701
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10. NOTES TO THE FINANCIAL STATEMENTS (continued)

10.12.B Cash in hand

FY 2019/20 FY 2018/19
Kshs’000 Kshs’000
Nakuru office 50 -
10.12.C Borrowings
FY 2019/20 FY 2018/19
Kshs’000 Kshs’000
Co-operative Bank of Kenya [A/c No 01136160857600] 562,497 -

Special deposit accounts
The balances in the Project’s Special Deposit Accounts (SDA) as at 30 June 2020 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 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 Deposit Accounts movement schedule

FY 2019/20 FY 2018/19

KShs KShs
(i) Menengai Geothermal Development Project [A/c No 1111000435]
Opening balance 505 505
Total amount deposited in the account - -
Total amount withdrawn (as per Statement of Receipts and i )
Payments)
Closing balance (as per SDA bank account statement attached) 505 505

The Special Deposit Account reconciliation statement has been attached as Appendix to support the closing
balances.
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10.

10.13 OUTSTANDING IMPRESTS AND ADVANCES

10.14

Name of Officer or
Institution

Thomas Amunga Eshuchi
Wilson Githu Rutinu
Isaac Kanda

Fugicha Dabassa
Abdullahi

Lindah Onditi Apondi
Isaac Aremon

George Mulusa

Robert Kariuki Matindi
Shammah Kiptanui
Francis Opiyo

Flavia Nasambu Okanya
Natalia Wairimu
Moses Kachumo
Milkah Wanjiru
Dennis Chirchir

John K Barmao

Julius Karuri

Nicholas Kitonga
Benjamin Mutai

David Kariuki

Total

Amount taken

Kshs’000

40
(413)
5,927

(358)
30
()
32
()
(44)
27
14
92)
366
(78)
©)

64
425
63

5,995

FUND BALANCE BROUGHT FORWARD

Bank accounts (Note 8.12A)
Cash in hand (Note 8.12B)

Outstanding imprests and advances (Note 8.13)
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Due date
of
surrender

11.07.2011
13.01.2014
30.09.2020

30.11.2016
22.02.2017
03.08.2010
09.07.2011
13.08.2011
15.05.2013
02.02.2018
08.03.2018
15.01.2018
28.02.2019
30.11.2016
25.05.2017
08.06.2018
15.07.2019
27.12.2014
24.08.2015
30.06.2020

Amount Balance FY Balance

surrendered 2018/19 FY 2017/18

Kshs’000 Kshs’000 Kshs’000

- 40 40

- (413) (413)

(5,927) - 5,927

4) - 4

- (358) (358)

- 30 30

= 4) 4)

- 32 32

: 3) 3)

- (44) (44)

- 27 27

- 14 14

- (92) (92)

- 366 366

- (78) (78)

. 9 )

- 4 4

- 64 64

- 425 425
(54) 9

(5,985) 10 5,932
FY 2019/20 FY 2018/19
Kshs'000 Kshs'000
24,519 527,701
50 -
10 5,932
24,579 533,633




Menengai Geothermal Project
Reports and Financial Statements
For the financial year ended June 30, 2020

10. NOTES TO THE FINANCIAL STATEMENTS (continued)

10.15 RECEIVABLE

Outstanding Imprest as at 1st July 2019 (A)
Imprest issued during the year (B)
Imprest surrendered during the Year (C)

Net changes in account receivables D= A+B-C

29

FY 2019/20 FY 2018/19
Kshs'000 Kshs'000
5,932 13,270
37,220 52,156
43,142 59,494

10 5,932




Menengai Geothermal Project
Reports and Financial Statements
For the financial year ended June 30, 2020

11.

11.1

OTHER IMPORTANT DISCLOSURES

PENDING ACCOUNTS PAYABLE (See Annex 2A)

Construction of civil works

Supply of goods
Supply of services

Total

11.2  PENDING STAFF PAYABLES (See Annex 2B)

11.3 EXTERNAL ASSISTANCE

Management
Unionisable employees
Others

Total

External assistance received as loans and grants

Total

a) External assistance relating loans and grants

External assistance received as loans
External assistance received as grants

Total

Balance b/f Additions for  Paid during Balance c/f
FY 2018/19 the period the year FY 201920
KShs'000 KShs'000 KShs'000 KShs'000
8,805 21,368 (30,173) -
93,341 176,111 (184,697) 84,755
165,087 500,588 (360,782) 304,893
267,233 698,067 575,652 389,648
Balance b/f  Additions for  Paid during Balance c/f
FY 2018/19 the period the year FY 2019/20
KShs'000 KShs'000 KShs'000 KShs'000
20,398 6,720 (10,887) 16,231
26,945 8,233 (23,619) 11,559
1,020 652 (425) 1,247
48,363 15,605 (34,931) 29,037

FY 201920 FY 2018/19

KShs'000 KShs'000

73,176 534,815

73,176 534,815

FY 2019/20 FY 2018/19

KShs'000 KShs'000

23,306 325,789

49,870 209,026

73,176 534,815
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11. OTHER IMPORTANT DISCLOSURES (Continued)
11.3 EXTERNAL ASSISTANCE (Continued)
b) Undrawn external assistance

Purpose for which the
. undrawn external

Description .
assistance may be used

Undrawn external assistance - loans Purchase of strategic
stocks, equipment and
specialized drilling
services

Undrawn external assistance - grants ~ Purchase of strategic
stocks, equipment and
consultancies

Total

¢) Classes of providers of external assistance

Multilateral donors

Total

The external assistance was provided for purposes of economic development activities.

d) Purpose and use of external assistance

Use of goods and services
Acquisition of assets

FY 2019720
KShs'000

2,517,372

8,440,955

10,958,328

FY 2019/20
KShs'000

73,176

FY 2019120
KShs'000

9,318
63,858

FY 2018/19
KShs'000

2,540,678

8,418,509

10,958,771

FY 2018/19
KShs'000

534,815

534,815

FY 2018/19
KShs'000

1,067
533,478

534,815

N/B The above sub-classification will be adopted based on the purpose of the external assistance and how

the external assistance was used.
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11. OTHER IMPORTANT DISCLOSURES (Continued)
11.3 EXTERNAL ASSISTANCE (Continued)
e) External assistance paid by third parties on behalf of the entity by source

FY 2019720
KShs'000

Multilateral Donors 73,176

FY 2018/19
KShs'000

534,815

534,815

N/B The above sub-classification will be adopted based on the purpose of the external assistance and how

the external assistance was used.
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12. PROGRESS ON FOLLOW UP OF PRIOR YEAR AUDITOR’S RECOMMENDATIONS

The following is the summary of issues raised by the external auditor, and management comments that were provided
to the auditor. We have nominated focal persons to resolve the various issues as shown below with the associated time
frame within which we expect the issues to be resolved.

Reference Status: e
Focal Point i (Put a date
No. on the . (Resolved /
Issue / Observations from | Management person to resolve when you
external : : Not
: Auditor comments the issue (Name expect the
audit : . Resolved) .
and designation) issue to be
Report
resolved)
Management to effect .
- : Stephen Busieney | Not
Commingling of fun eparation of bank : 30.06.2021
ghing ds sep GM-Finance resolved

accounts

-

vz

Eng.Ndred O. Othieno
Managing Director & CEO
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Menengai Geothermal Project
Reports and Financial Statements
For the financial year ended June 30, 2020

APPPENDICES

i.Bank reconciliations
a) Co-operative Bank of Kenya [A/c No 02150168576]
b) Co-operative Bank of Kenya [A/c No 02120160857600]
¢) Co-operative Bank of Kenya [A/c No 22120160857600]
d) Co-operative Bank of Kenya [A/c No 01136160857603]

e) Co-operative Bank of Kenya [A/c No 01136160857600]

These account is shared between the projects and the recurrent expenditure for GDC.
f) Cooperative Bank of Kenya (A/c No 01136350124400)

g) Kenya Commercial Bank [A/c No 119615208]
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Menengai Geothermal Project
Reports and Financial Statements
For the financial year ended June 30, 2020

APPPENDICES (continued)

ii.Special Deposit Account reconciliation statement

MENENGAI GEOTHERMAL DEVELOPMENT PROJECT

STATEMENT OF SPECIAL (DESIGNATED) ACCOUNT RECONCILIATION

FOR THE YEAR ENDED 30 June 2020

Project No. 5565155000401

NIC Bank Account No. 1111000435

Amount

USD

1 | Amount advanced by AfDB 1,500,000
Less

2 | Total amount justified to AfDB 1,500,000

3 | Outstanding Amount advanced to designated account -

Represented By:

Ending Designated Account Balance as at 30.06.2020 5

Amount claimed but not credited as at 30.06.2020 -

Amount withdrawn and not claimed as at 30.06.2020 -

=N QN L B

Service charges (if not included in 5 & 6 above) -

Less

Interest earning (if included in Designated Account) -

Total advance to designated account year ended 30.06.2020 -
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BANK RECONCILIATION REPORT

£

GEOTHERMAL DEVELOPMENT COMPANY LIMITED
COFOP Kusco Upper Hill Main A/C (USD)
Bahk Acc No. 02120160857600

AS| AT 30.06.2020

Adcount Description Account
MjEn Bank A/C 140140
INCOMING CHEQUES 140141
OUTGOING CHEQUES 140142
CASH IN TRANSIT A/C 140143
C#SH BOOK BALANCE USD

g

2 ‘\ )
repared By : IXRQ@¢x LQﬂh&[ﬂin
hecked By : ij”(ljevwﬁi“fu

viewed By : rﬁ. th\k

—-

Balance (USD)

5,000
0.
0.
0.

5,000.

00
00
00
00

00



BANK RECONCILIATION REPORT

GHOTHERMAL DEVELOPMENT COMPANY LIMITED
CJd-OP Kusco Upper Hill Main A/C (EURO)
Bank Acc No. 22120160857600

A3 AT 30.06.2020

Account Description Account Balance (EUR)
Main Bank A/C 140180 845.98
INCOMING CHEQUES 140181 0.00
OUTGOING CHEQUES 140182 0.00
CASH IN TRANSIT A/C 140183 0.00

CABH BOOK BALANCE EUR 845.98

Prepared By ,?}y%@”\

Checked By

Reviewed By




BANK RECONCILIATION REPORT

GEOTHERMAL DEVELOPMENT COMPANY LIMITED
Co#op Upperhill AfDB Fund a/c- KES
Bank Acc No. 01136160857603

AS|AT 30.06.2020

Accpount Description Account Balance (KES)
Main Bank A/C 140170 1,595.53
INCOMING CHEQUES 140171 0.00
OUTGOING CHEQUES 140172 0.00
CASH IN TRANSIT A/C 140173 0.00
CASH BOOK BALANCE KES 1,595.53
f’?&‘ ,L)% K‘YQJJ) b
Prepared By : bOW?M‘ k/\ u\» = " )

T, 0
Cheg¢ked By \__ \K\/\()\p,).\'\\/u, : “’M IL"’\/]\ 1010
Reviewed By : Q N\u,\m ;;\JXV \




BANK RECONCILIATION REPORT
7

7~

GEOTHERMAL DEVELOPMENT COMPANY LIMITED
d0-0OP Nakuru Branch Main A/C (KES)

Bank Acc No. 01136350124400
AS AT 30.06.2020

count Description Account Balance (KES)
ain Bank A/C 140110 2,025,975.61
COMING CHEQUES 140111 0.00

UTGOING CHEQUES 140112 1,861,707.75-
ASH IN TRANSIT A/C 140113 0.00
CASH BOOK BALANCE KES 164,267.86

repared By : J)i"‘ﬁ“"i’,\ -)"Ej)&‘ﬂ&d,(u )
T

-~

hecked By : i ngqﬁzeac‘

evieved By : 1) N\m\ ‘;%li

LAY




k Acc No.
AT 30.06.2020

1 BOOK BALANCE

BANK RECONCILIATION REPORT

) THERMAL DEVELOPMENT COMPANY LIMITED
Kipande Branch Main A/C (KES)
1119615208

punt Description "Account
in Bank A/C

DMING CHEQUES
sOING CHEQUES
1 IN TRANSIT A/C 141103

141100
141101
141102

KES

3
-~

ared By : Dot V\\':am_;x,r'\c‘ J\Q/ - 5\ 1 \;OQU

ewed By

L K\A_Cuu’ﬂk’a

NX W \n ﬁ

816, 325.

Balance (KES)
816,325.
.00
.00
.00

47
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N 16,
\
|

ATEMENT OF SPECIAL (DESIGNATED) ACCOUNT RECONCILIATION
R THE YEAR ENDED 30TH JUNE 2020

ENENGAI GEOTHERMAL DEVELOPMENT PROJECT
T
'ART B: ACCOUNT RECONCILIATION STATEMENT

NOTES | AMOUNT AMOUNT

usD usD

[

Amount advanced by ADB 1,500,000.00

Less

N

Total amount justified to ADB 1,500,000.00

w

Outstanding amount advanced to Designated Account =

Ai:OJECT No. 5565155000401
“BankAccount No.1111000435 Held with NIC Bank T
{
|
|
1
1
I

Represented by:

Ending Designated Account Balance at 30.06.2020 5.00

Amount claimed but not credited at 30.06.2020 2

Amount withdrawn and not claimed s at 30.06.2020 (5.00)

N{O|L» (b

Service charges (if notincluded in 5 & 6 above)

Less

8|Interest earning (if included in Designated Account) -

|
1
1
I
|
n

9|Total advance to Designated Account year ended 30.06.2020 =

Descripancy between total appearing on lines 3 and 9 - -

1 Explain the discrepancy between totals appearing on lines 3 and 9 above (e.g amount due to be refunded to cover
ineligible expenditures paid fron the Special/Designated Account)

E 2 Indicate if amount appearing on line 6 is eligible for financiang by ADB and provide reasons for not claiming the
\ expenditures

The amount appearing on line 6 is eligible for financing by ADB and shall be documented in
subsequent IFRs/SOEs

C

AUTHORIZED REPRESENTATIVE
RESQURCES MOBILIZATION DEPARTMENT - TREASURY DATE: |&'0& 2020



Printing Date

18.08.2020

ic Climate Fund
of Revolving Funds By Loan ( In Paid Currency ) | Page 1
sector As at 18.08.2020 ! System PRD / 400
nber :5565155000401 Loan Contract Currency [USD
1D :P-KE-FZ0-003 Closing Date 29.02.2020
Title :MENENGAI GEOTHERMAL DEVELOPMENT PROJECT Commitment Capital 17,500,000.00
4 :GOVERNEMENT OF KENYA Available Balance ] 0.00
Number Reference Curr Amount Approved Amount Justified Balance to Justify Amount Disbursed Amount Justified Balance to Justify [%Justified|| Disburs. [Last Just.
Approval Currency Approval Currency Approval Currency UsD usD usb Value Date Date

(A) (B) (X) (Y) (z) = (X) - (Y) (C) (D) (E) (C) - (D) F=D/C (G) (H)
5000401
activitie
)13/87862 [RF NO0O0O1 usD 1,500,000.00 1,500,000.00 0.00 1,500,000.00 1,500,000.00 0.00 100.00 fb.ou.uowu 05.03.2020
5565155000401 All activities 1,500,000.00 1,500,000.00 0.00 100.00

5565155000401 1,500,000.00 1,500,000.00 0.00 100.00




SPECIAL ACCOUNT STATEMENT

For period ending
Account No.
Depository Bank
Address

Related Loan
Credit Agreement
Currency

Account Activity

Beginning balance of 1ST July, 2019
as per C.B.K. Ledger Account

Add:

Total Amount deposited by BB Akg

||Deduct:

Total amount withdrawn

amount withdrawn

Ending balance on 30th June,2020

UTHORISED REPRESENTATIVE
ENTRAL BANK OF KENYA

| UTHORISED REPRESENTATIVE
XTERNAL RESOURCES
EPARTMENT-TREASURY

Total amount refunded to cover ineligible
| |lexpenditure

30TH JUNE, 2020

1001158925

NIC BANK-NAIROBI

NIC HOUSE BRANCH, MASABA RD, NAIROBI.
MENENGAI GEOTHERMAL PROJECT
5560155000051

usph

Total Interest earnings if deposited in account

l : " . ;
| Total service charges if not included above in -

5.00
5.00 |
_/@W
SIGNATURE: /"
DATE (0 S 22a
SIGNATURE: Mu:
rOK- 2O

DATE 1&08 20

ﬂOTE:The ending balance as per Central Bank of Kenya Ledger Account and the off-shore

Special Account as at 30th June,2020 have been reconciled and a copy of the supporting

Fieconciliation Statement is attached.




Run Time: STATEMENT OF ACCOUNT PAGE NO
ACCOUNT NUMBER :
ACCOUNT TITLE : NIC-MENENGAI GEO. DEV -556015500051
STATEMENT PERIOD:From 01/07/2019 To 30/06/2020
DATE REFERENCE NO DETAILS DEBIT
OPENING BAL : -5.00
Value Date Refernce.No Details Debit Credit Balance
0.00 0.00 -5

CLOSING BALANCE : -5
OF ACCOUNT STATEMENT

i Mor tion:
TAME STMT OF ACCT EPRM Clear Selection  Find

| Account quua|5 v| 11000173491
5 Statement From [equals ZI 120190701
j Statement To quuals VI 120200630

| TAM.E STMT OF ACCT EPRM

https://ibank.cbk.local/t24live/servlet/BrowserServlet

01

Page 1 of 1

CREDIT BALANCE

8/11/2020



