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CHAIRPERSON'S FOREWORD
Hon. Speaker, on behalfofthe Special Funds Accounts Committee and pursuant to Standing Order
199' it is my pleasant duty and honor to present to the House the report of the Committee on the
audited financial statements for the Kenya National Highways Authority Road Maintenance Levy
Fund' Kenya Rural Roads Authority Road Maintenance Levy Fund, Kenya Urban Roads Authority
Road Maintenance Levy Fund And Kenya Wildlife Services Road Maintenance Levv Fund for
2020/2021 and 2021 12022 financial years.

Oversight over national revenue and expenditure is amongst the roles ofthe National Assembly as
stipulated underArticle 95 (4) (c) ofthe constitution ofKenya, 2010. Fu11her, Article 226 provides
that an Act of Parliament shall provide for the designation ofan Accounting Officer in every public
entity at the national level who is accountable to the National Assembly for its financial
management. In addition, Article 229(8) mandates this House to debate and take appropriate action
on audit reports from the Auditor-Ceneral.

In fulfilment of these constitutional provisions, the National Assembly established various
Committees to examine reports of the Auditor-General to ascertain whether public funds are
utilized in a lawful, authorized, effective, eflicient, economical, and transparent manner. The
Special Funds Accounts Commitlee, which was established in the Fifth Session of the Eleventh
Parliament following the review of the National Assembly's Standing orders, is one of these
Commiltees.

The committee received oral and written submissions fiom Eng. Kung'u Ndung,u, the Director
General. Kenya National Highway Authority. Eng. philemon Kandie, MBS, Director General.
Kenya Rural Roads Authority, Eng. Silas Kinoti, Director General Kenya Urban Roads Authority
and Dr. Erustus Kanga the Director General, Kenya Wild Service which formed the basis of its
observations, findings, and recommendations.

Hon. Speaker, I wish to express appreciation to the Honourable Members of the committee, the
office of the Speaker, and the clerk of the National Assembly, the parliamentary Liaison offices
of the Auditor-General and the National Treasury and the Commirtee Secretariat fbr facilitating
the Committee in the production of this report.
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I.O PREFACE

1.1 Establishment and Mandate of Special Funds Accounts Committee
l. The Special Funds Accounts Committee is one of the six Watchdog Committees of the

National Assembty established under Standing Order 205. [t is mandated to examine the

reports of the Auditor General on the following:
i) Funds established by statute or by subsidiary legislation, excepl Funds under Standing

Order 2058 (Decentralized Funds Accounls Commitlee)

i, The Equolization Fund;

iii) The Equalization Fund Advisory Board:

iv) The Political Parties Fund: and
v) Olher .funds as may be communicated by the Honorable Speaker

l.l Committee Membership
2. The Committee comprises the following members:

t

t

s/
N

Name Constituency Party

Hon. Fatuma Zainab Mohammed. MP
(Chairperson)

Migori (CWR) Independent

2 Hon. Dawood Abdul Rahim, HSC, MP (Vice

Chairperson)

No(h lmenti Independent

J Hon. Faith Wairimu Gitau, MP Nyandarua (CWR) UDA

4 Hon. Charles Ngusya Nguna Mwingi West Wiper

5 Hon. Dr. Christine Ombaka Oduor, MP Siaya (CWR) ODM
6 Hon. Erastus Kivasu Nzioka, MP Mbooni Wiper

7 Hon. Eve Akinyi Obara, MP Kabondo Kasipul ODM

8 Hon. Joseph Majimbo Kalasinga, MP Kabuchai FORD-K

9 Hon. Tom Mboya Odege, MP Nyatike ODM
l0 Hon. Catherine Nakhabi Omanyo, MP Busia (CWR) ODM
ll Hon. Cecilia Asinyen Ngitit, MP Turkana (CWR) UDA
t2 Hon. Erick Wamumbi, MP Mathira TJDA

l3 Hon. Joseph Kimutai Cherorot, MP Kipkelion East UDA
t4 Hon. Joshua Odongo Oron, MP Kisumu Central ODM
l5 Hon. Paul Kibichi Biego, MP Chesumei UDA
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1.2 Committee Secretariat
The Secretariat facilitating the Committee comprises the following staff:3

s/N NAME DESIGNATION
I Mr. Erick Nyambati Clerk Assistant I
2 Ms. Comfort Achieng Clerk Assistant III
3 Mr. Nimrod Mate Clerk Assistant III
4 Mr. Robert Ngetich Fiscal Analyst II
5 Ms. Judith Kanyoko Legal Counsel II
6 Ms. Bevaline Mosoti Research Ofticer III
7 Mr. Derrick Kathurima Media Relations Offrcer III
8 Ms. Faith Muiya Public Communications Officer III
9 Mr. Peter Mutethia Hansard Audio Officer III
10. Mr. Joshua Lenambet Serjeant At Arms
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2.0 EXAMINATION OF THE REPORT OF THE AUDITOR GENERAL ON THE
FINANCIAL STATEMENTS OF THE ROAD MAINTENANCE LEVY FUND (KENYA
NATIONAL HIGHWAY AUTHORITY) FOR THE FINANCIAL YEAR 2O2Ol202I AND

2021t2022

4. Eng. Kung'u Ndung'u, the Director General, Kenya National Highway Authority appeared

before the Committee on Wednesday 22nd Novemb er 2023 to adduce evidence on the audited

financial statements for the Road Maintenance Levy Fund 1br the Financial Years 2020/2021

and 202112022. He was accompanied by:

l. Eng. Daniel S Cherono - Director Maintenance
2. Mr. Stephen Ngang'a - Assistant Director Finance

3. Mr. Samuel Catiba - Senior Accountant
4. Mr. James Bowan - RMLF (KENHA)

2.1 Examination of the report of the Auditor-General for the Financial Year 202012021

a. Unsupported Cash and Cash Equivalents
5. The statement of financial position reflects cash and cash equivalents balance of Kshs

10,197,835,027 as disclosed in note 5 to the financial statements. The balance includes a call
deposit balance of Kshs 981,255,555 for which a bank reconciliation statement was not
provided for audit. In the circumstances, the accuracy and completeness of the call deposit

balance of Kshs 981 .255.555 could not be confirmed.

Submissions by the Accounting Officer
6. The Accounting ollicer submitted that the Authority places not-immediately-required funds

in high yielding call deposits in line with the National Treasury Circular No. 412017 . He stated

thal considering this guideline the Authority placed Kshs 1,500,000.000 in Co-operative
Bank Call deposit account out of which Kshs 981 ,255,555 was liom Fuel Levy Fund awaiting
payment for certitied work done by Contractors. He stated that A certificate of bank balance

ofKshs 1,500,000,000 lrom the Co-operative Bank call deposit account as at 30th June 2021

was provided to the Auditor and attached.

Observations of the Committee
7. The Committee observed that:

i. The Authority placed funds that were not-immediately-required in high yielding
call deposits in line with the National Treasury Circular No. 4i2017.

ii. A bank reconciliation statement for a call deposit balance of Kshs 981 ,255,555
was provided lbr audit verillcation.

iii. The bank certitlcate tbr Co-operative Bank call-deposit account was provided

and verified.
iv. The matter is resolved.

b. Variance in Development Project Expenses

7



8. The statement of Financial Performance reflects development projects expenses amount of
Kshs 2,074,878,851 as disclosed under note 3 to the financial statements. However, Kenya
Roads Board records reflects Kshs 2,100,000,000 for the same resulting in an unexplained
and unreconciled variance of Kshs 25,121,149. In the circumstances. the accuracy and
completeness ofdevelopment projects expenses amount ofKshs 2,074,878,851 could not be
confirmed.

Submissions by the Accounting Oflicer
9. The Accounting oflicer submitted that as indicated in the schedule from the State

Department of Infrastructure, the amount ofKshs 25,121,149 was not received by the
Authority from Ministry of Transport Infiastructure Housing and Urban Development
(MOTIHUD). He stated that the Authority could only account lbr the funds it received

Observations of the Committee
10. The Committee observed thatl

i. The Authority accounted for Kshs. 2,074,878,851 received from the Kenya
Roads Board;

ii. The amount ofKshs 25,121,149 was nor disbursed and received by the
Authority from Ministry of Transport Infrastructure Housing and Urban
Development (MOTIHUD).

iii. An unreconciled balance of Kshs . 25,121,149 for development projects
expenses was explained; and

iv. The matter is unresolved.

Recommendations of the Committee
I I . The Committee recommends that;

i. Within three months upon adoption ol this report, the Ministry of Transport
Infrastructure Housing and Urban Development (MOTIHUD) must disburse the
amount of Kshs.25,l2 I ,l 49 owed to Kenya National Highways Authority
(KENHA); and

ii. The Accounting Offtcer must ensure that the financial reports reflect a true and
fair financial position ofthe entity in compliance with Regulation 23(2)(d) ofthe
Public Finance Management (National Govemment) Regulations 2015.

c. Emphasis of Matter
12. As disclosed in note l3 to the financial statements, the Fund Financial statements were

prepared using the 2020/2021 Financial year as the base year and therefore no comparative
balances were reflected.

Submissions by the Accounting Oflicer
.IJ. The Accounting oflicer submitted that the Fund's transactions were previously accounted for

in the Authority's main linancial statements. He stated that the communication to prepare
separate financial statements was done on l4th April 2O2l as per a letter from the Auditor -
General.

I
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Observations of the Committee
14. The Committee observed that;

i. The communication requiring the Authority to prepare separate financial
statements was done on l4th April 2021 and the same was veritied by the

Auditor General.
ii. The matter is resolved.

Other Matter
d. Budgetary control and Performance

15. The statement of comparison of budget and actual amounts reflects actual expenditure on

Kshs 21,686,652,587 against a budgeted amount of Kshs 29,039,333,029 resulting in under-

absorption of Kshs 7,352,679,442 or 25%o of the budget. The under absorption affected the
planned activities and may have impacted negatively on service delivery to the public.

Submissions by the Accounting Officer
16. The Accounting ofticer agreed with the audit observation that the statement ofcomparison of

budget and actual amounts reflected actual expenditure of Kshs 21,686,652,587 against a

budgeted amount of Kshs 29,039,333,029 resulting in under-absorption of Kshs

7 ,352,679,442 or 25% of the budget.

17. He further submitted that this resulted from delayed commencement of some maintenance

projects resulting from contractors' delayed submission of Performance Bonds and All Risk
lnsurance policies. He however, noted that most of the contractors who delayed in
commencing works expedited maintenance works during the linancial year with the intention
of recovering lost time. He explained that the underspent amount of Kshs. 7 ,352,679,442 as

indicated above was fully absorbed by the respective projects within the lst quarter ofthe FY
202v2022.

Observations of the Committee
I 8. The Committee observed that;

i. The Authority's actual expenditure was Kshs 21,686,652,587 compared to
the budgeted amounl of Kshs 29,039.333,029 resulting in an under-absorption

of Kshs 7,352,679,442 or 25% ofthe budget.

ii. The under-absorption was occasioned by delayed commencement of some

maintenance projects which resulted from contractors' delayed submission of
Performance Bonds and all Risk Insurance policies. The Authority did not

adduce documentary evidence of the intended absorption of the Kshs.

7,352,679,442
iii. The matter is unresolved.

Recommendation of the Committee
Within three months upon adoption of this report, the Accounting Officer must provide supporting

information on the Kshs 7 ,352,67 9,442 or 25Vo to the Auditor General for audit verification.

2.2 Examination of the report of the Auditor-General for the Financial Year 202112022

9



a. unreconciled Difference between unpaid projects Amounts and cash and Cash
Equivalents Balance

19. A review of the Annual Public Roads program (ApRp) indicates that the Fund had an
approved budget of Kshs.28,266,494,344 covering a total ol 462 road projects fbr the year
ended 30 June,2022. The budget was fully funded by Kenya Roads Board during the year.
Further review indicates that payments totalling to Kshs.25,40g,126,3 g3 were made for work
done leaving an un-paid balance of Kshs .2,858,367,961 as at 30 June, 2022.

20. However, the statement of financial position reflects cash and cash equivalents balance of
Kshs.l,^107,746,685 which is less than rhe unpaid balance ol Kshs.2,g5 g,3 67,961. The
difference oi Kshs.1,150,621,276 had not been reconciled. In the circumstances, the accuracy
ofthe financial statements could not be confirmed.

Submissions by the Accounting Officer
21. The Accounting oflicer agreed with the audit observation that the cash balance in the RMLF

bank account as at 30th June 2oz2 was Kshs. 1,707,746,6g5 whereas the unspenl budget ar
the same time was Kshs. 2,858,362,961.

22. He submitted that lhe cash at bank amounting to Kshs. 1,j07,746,6g5 was lbr receipts net ol'
payments whereas the carry over balance ofKshs. 2,858,367,961 was the approved budgeted
resources for road maintenance works thal had not been absorbed either through payment or
accrual of road maintenance expenses as at 30th June 2022.

23. He further submitted that the Authority accrues its expenses and recognizes them in its books
ol accounts as expenditures even il not yet paid as opposed to cash accounting which only
recognizes expenses once paid. In this regard, unabsorbed resources would not equal the cash
in lhe bank.

Observations of the Committee
24. The Committee observed that:

i. Cash at the bank amounting to Kshs. 1,707,746,685 was for receipts net of
payments whereas the carry over balance ol Kshs.2,85 8,367,961 was the
approved budgeted resources for road maintenance works that had not been
absorbed as at 30th Jtne 2022.

ii. The Authority uses the accrual reporting lramework where it accrues its
expenses and recognizes them in its books ofaccounts as expenditures even if
not yet paid.

iii. The matter is resolved.

b. Road Maintenance Levy Fund
25. The statement ol financial performance and as disclosed in note I to financial statements

reflects funds received from Kenya Roads Board (KRB) amounting to Kshs 32,373,694,0g4.
However. records maintained by Kenya Roads Boards reflects disbursements totalling to
Kshs 44,342,887,917 resulting to a variance of Kshs 11,969,203,833 which was nor
reconciled or explained. [n the circumstances, the accuracy and completeness of Road
Maintenance Levy Fund amount of Kshs 32,37 3,684,084 could not be confirmed.

10



Submissions by the Accounting Oflicer
26. The Accounting officer submitted thal agreed with the audit observation that the statement of

financial performance and as disclosed in Note I to the financial statements, reflected funds

received from Kenya Roads Board (KRB) amounting to Kshs.32,373,684,084 (which

included receivable of Kshs.l 1,865,854,651 as at 30th June 2022) as opposed to KRB records

which indicated a total disbursement of Kshs. 44,342,887,917 which as per their observation,

the above included a surplus ofKshs. 7,492,857,000 and a payable of Kshs.10,257,3 36,917.

27. He ftrther submitted that Kshs. 32,373,684,084, rellected in the Authority's books, was

arrived at afier due consideration of reliable documents from the Kenya Roads Board in line
with Accounting fbr Govemment Grants as contained in lntemational Public Sector

Accounting Standards.

28. He l-urther explained that the Authority is not aware of the alleged Kshs. 44,342,887,917

recorded in the Board's books neither was the Kshs. 44,342,887,917 disbursed to the

Authority in the financial year ended 30th June 2022.

29. He clarified that the Authority received a total of Kshs. 32,373,684,084 fiom KRB through

the State Department f,or Infrastructure being RMLF for FY 202112022.

Observations of the Committee
30. The Committee observed that:

i. Management supported the receipts of amounts totaling Kshs.32,3 73,684,084.

ii. 'Ihe Kenya Roads Board records indicated that the Board disbursed Kshs.
44,342,887,917 disbursed to the Authority while KENHA indicated that it received a

total of Kshs. 32,373,684,084 fiom Kenya Roads Board resulting in an unreconciled of
a variance of Kshs.l I ,969,203833 and

iii- The matter is unresolved-

Recommendations of the Committee
3l . The Committee recommends that:

within three months oflhe adoption of this report, the Accounting Officer to reconcile the

variance of Kshs.l 1,969,203,833 with Kenya Roads Board for disbursed f'unds and submit
supporting documentation to the Auditor -General for audit verification;

c. Unauthorized Retention of Receipts
32. The statement of financial performance reflects finance income of Kshs. 149,5 I 7,064 being

interest eamed from Road Maintenance Levy Fund (RMLF) tunds and other income of
Kshs.9,l77,58l in respect to liquidated damages charged to various contractors both totalling
to Kshs.l 58,694,645. However, the amounts were not appropriated in the Authority's budget
which is an indication that the revenue should have been surrendered to the National Treasury.

No evidence was provided to indicate that the amount was surrendered to the National
Treasury.

11



33. In the circumstances, the revenue amount of Kshs.158,694.645 was inegularly retained and
expended by the Authority.

Submissions by the Accounting Officer
34. The Accounting officer refuted the audit observation that interest income and liquidated

damages both totalling to Kshs. 158,694,645 was nor appropriated in theAuthority's budget
for FY 2021/2022. He noted that the interest income and liquidated damages were included
in the Operations and Administration Budget for FY 202112022 which had provisions of
Kshs. 870,000,000 and Kshs. 50,000,000 for Interest income lbr all bank accounts and other
incomes which include liquidated damages lbr all projects.

35. He further submitted that the operations & Adminislration Budget Fy 202112022 was
approved by the Authority's Board of Directors on 28,h January 2021 and duly uploaded onto
the General Inspection Management Information System (GIMIS) platlorm on l7'h February
2021.

36. He also stated that a copy of the detailed operations & Administration Budget for Fy
2021/2022 that was approved by the Board, extracts of the minutes of the I 3 8th Board meeting
held on 28th January 2021that approved the operations & Administration Budget and GIMIS
print out olthe uploaded signed budget for FY 2021/2022 were approved for verification.

Observations of the Committee
37. The Committee observed that;

i. The interest income and liquidated damages were included in the Operations and
Administration Budget tbr FY 202112022 which had provisions for Interest income
tbr all bank accounts and other incomes which include liquidated damages tirr all
projects;

ii. The authority provided the approved budget incorporating the expected interest for
the year; and

iii. The matter is resolved-

Report on Lawfulness and Effectiveness in use of Public Resources
d. Anomalies noted during Projects Inspection

38. Physical verification carried out in the month of February 2023 revealed delayed works on
various projects in ditlerent regions as highlighted below:

l.l Nakuru Region
i. Performance Based Contract for Maintenance of Narok -Ngoswani (B131) Road

39. Pertbrmance Based Contract for Maintenance of Narok-Ngoswani (B I 3 I ) road was awarded
to a contractor vide contract No.KeNHA/RD/RA&CM/3360/2021 at a contract sum of
Kshs.310,166,470. The works were to commence on l6rh August 2021 for a period of 36
months. The expected date of completion is l5tl'August 2024. I)rogress status report as at 30
June,2022 indicated 5.85% physical progress versus 3l7o elapsed time. Physical inspeclion
conducted in February 2023 indicated physical progress of 30.04oh against 50.04% elapsed
time an indication that the project was behind schedule.
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40. A review of correspondence indicates that the contractor has failed to comply with contract

condilions where he was to cover excavated potholes at Km 7+600, Km l2+800, Km I0+800
and Km l6+200 within 48 hours as specilied in the contact conditions. There was however

no evidence ofdamages deductions from the contractor despite express authority vide Section
47.1 (b) ofthe conditions ofthe contract specifying that Kshs.50,000 per month per pothole

will be deducted from the contractor as damages for not attending to potholes within 48 hours

of excavation.

41. It was further noted that the contractor has been given three notices on slow progress which
is an indication ofno improvement by the contractor. In the circumstances, the project may
not be executed as scheduled which will impact negatively on realization olvalue for money
by the public.

Submissions by the Accounting Oflicer
42. The Accounting oflcer agreed with the Audit observation that at the time of physical

inspection in February 2023. physical progress was at 30.04% against time elapsed of50.04%o

indicating that the project was behind schedule.

43. He submitted that there was significant improvement in physical progress noted and as at

3lst March,2023, progress stood at 36% compared to 5.58% as at the date when the last

notice ofslow progress was issued.

44. He also submitted that it was anticipated that if the contractor continued with the same pace

of work, they would not be able to complete the works on time as provided for in the works
contract.

45. He further submitted that the potholes were rectified by the contractor and the deductions for
the initial non-compliance amounting to Kshs. 200,000 in line with clause 47.1 (b) of the

Contract and was applied in lnterim Payments Certiflcate No.4. as liquidated damages.

Observations of the Committee
46. The Committee observed that:

i. The latest project briefs indicated that the contractor had made noticeable
progress in implementation of the works;

ii. The potholes were rectified by the Contractor and the deductions for the initial
non-compliance) ofthe Contract was applied as liquidated damages; and

iii. The matter is resolved.

ii)Periodic Maintenance of Njoro- Mau Summit (B129)

13



47. Periodic Maintenace ol Njoro-Mau Summit (B 129) was awarded vide contract
No.KeNHA/RD /RA&CM1339612021. The works were to commence on 26th August 2021

for a period ofeighteen (18) months with completion date of 25 February,2023. Physical
veriflcation in February, 2023 revealed 80.20% physical progress against 95.45% elapsed

time an indication that the project was behind schedule.

48. The following observations were also made; The contractor had not done surface dressing
works on 7 km and river training works. The road shoulders in Keringet area were being
swept away and had not been repaired though work was paid for and putling to question the
quality of shoulder works. In the circumstances, the projecl may not have been executed as

scheduled which impacted negatively on realization ofvalue for money by the public.

Submissions by the Accounting Officer
49. The Accounting oflicer agreed with the Audit observations that the contractor, as at the time

ofphysical verification audit, had not done surface dressing works on 7 km and river lraining
works. He lurther agreed that the road shoulders in Keringet area were being swept away and
had not been repaired though works executed had already been paid tbr.

50. He submitted that the contractor substantially completed the works on 24th February 2023

including the 7km of surf'ace dressing that was outstanding. The contractor requested the
project inspection. and the process was done to all projects before the project take over.

Further an Inspection & Acceptance Committee has been constituted to carry out the exercise

and prepared a report for Management consideration. Minutes of the Inspection and

Acceptance Committee for Periodic Maintenance of Njoro-Mau Summit (B 129) were
provided for verifi cation.

Observations of the Committee
5l . The Committee observed that;

i. As per the Authority's response, the contractor has substantially completed the
project works including the 7km of surface dressing that was outstanding, and

inspection done; and
ii. The matter is resolved.

1.2 Garissa Region
i. Performance Based Contract for Maintenance of Junction (B89) Madogo (B89)-

Modika (A3) Road
52. The contract was awarded to a contractor on 30 April 2020 at a contract sum of

Kshs.l 19,420,356.86 for a period of 24 months. The contract was to be completed on 27

November 2022. Cumulative amount certified ds at the time of audit in February 2023 was

Kshs.46,686,506.98.

53. The following were noted during physical inspection.
(i) There were no signs that the contractor was on site,
(ii) There were blocked culverts especially in Garissa Town while works was still

incomplete.
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(iii) Drainage have dumped garbage and overgrown vege(ations.
(iv) Most road signs had been vandalized,
(v) De-siltation of drainage and culverts as detailed on the contract was not done in

Carissa Town,
(vi) Between the main bridge separating Garissa town towards Madogo, there are

conspicuous and strong erosion of the road side especially the road shoulders and

the road reserves have undesirable overgrown vegetation which were supposed to

have been cleared as per the contract.

54. In the circumstances, the project may not be executed as scheduled which will impact

negatively on realization ol value for money by the public.

Submissions by the Accounting Oflicer
55. The Accounting Oflcer agreed with the Audit observations on the ilems noted during

physical inspection. He provided that the conlract, KeNHA/RD/RA &CM/3009/2020
commenced works on 28th May 2020 and ended 27th May 2022. He explained that the

contract performed well initially but faced various challenges during the implementation ol
the project.

56. He submitted that several initiatives by the Project Team to have the Contractor perform did
not bear fruit. Consequently, the contract was terminated on 25th August 2022 and the
contractor was charged lull liquidated damages of Kshs. 5,97 | ,017 .84 and the balance of the

contract sum olKshs. 47,334,974.96 went to the procurement of a new contracl.
57. He further submitted that a new contract No. KeNHA/RD/RA &CM/371412022 (Lllaaf

Construction Co. Ltd.) was procured and has addressed the outstanding project issues.

Extracts of the conlract No. KeNHA/RDIRA&CM/371412022 was altached.

Observations of the Committee
58. The Committee observed thati

i. The Contract was terminated the Contractor was charged futl liquidated
damages of Kshs. 5,971,017.84 and the balance of the contract sum of Kshs.

47,334,974.96 went to the procurement of a new contract;
ii. Anew contractor was put in place and substantial works had been done; and

iii. Thc matter is resolved.

1.3 Central Region
Performance Based Contract for Maintenance of Junction 82l Nyeri-Othaya-

59. The contract was awarded to a contractor on 29 September 2020 at a contract sum oi
Kshs.177,595,014 for a period of 36 months. The completion date fbr instructed works was

l6 Novembeq 202 I .The contractor's all risk expiry date was expecled on 22 January, 2024.
The amount certilied fbr payment as at 3 I January, 2023 was Kshs.128,597,863.32.

60. As at the time of audit in February 2023. it was noted that potholes were observed on

shoulders of some sections ol the road, damaged guardrails were conspicuously seen at KM
0+000, litter along some sections ofroad drainage channels especially at around 33 Km, there

was vegetation at around 4lKm that had grown beyond the Performance Based Contract
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(PBC) height requirements and some asphalt applied on some road pavement section was
Ibiling.

61. In the circumstances, the project may not be executed as scheduled which will impact
negatively on realization of value for money by the public.

Submissions by the Accounting OIficer
62.'fhe Accounling Ofticer agreed with the Audit observations and submitted that the

Contractor's All Risk Insurance was necessary throughout the duration ofthe contract even
al'ter completion ofinstructed works. The contractor was advised to extend the validity ofthe
AII-Risk Insurance Cover prior to the expiry of the running insurance cover which was to
expire on 22nd January 2024.

63. He further submitted that the balance ol'the contract sum amounting to Kshs. 48,997,1 5 I was
tbr PBC works up to 3 I st January 2024. ln line with the PBC contractual provisions and
given that this was a very aged pavement the contractor had patched the noted and emerging
potholes as well as the damaged guardrails which was a continuous activity during the
duration of the contract in the PBC context.

64. He also submitted that in the same PBC context, the littering cited at km 33 and vegelation
at km 4l was addressed and Penalties of Kshs. 675,405.87 was levied for the noted non-
compliance as provided lbr in the contract. Extracts of Interim Payments Certillcates with
deducted amounts were attached Appendix KENHA/SFAC/FY22-23/8. Further the
patchwork to maintain motorability on the aged pavement was a continuous process and
where non-conformity was cited penalties have been instituted.

Observations of the Committee
65. The Committee observed thatl

i. The contractor has patched potholes, littering cited at km 33 and vegetation at

km 4l was addressed, and penalties of Kshs. 675,405.87 were levied for the
noted non-compliance as provided for in the contract.

ii. The Authority provided evidence of recovery through deductions made on the
contractor's measurement sheets.

iii. The matter is resolved.

ii. Pe rformance Based Contract for Maintenance of JN 823/27 Othaya JN A 2/B 27
Karatina (827)

66. Contract No. KeNHA/RD IRA&CM1295I12020 was awarded to a contractor on l0 March.
2020 at a contract sum of Kshs.49 ,460,633 .20 for a period of 36 Months. Contractor's all
risk insurance policies expiry date is expecled on 18 June,2023. Amount cerlified fbr
payment as al 3 I January, 2023 was Kshs.44,4l 8,053.64.

67. Physical verification in February 2023, revealed litter and silt in culverts at Karatina town.
In the circumstances, the project may not be executed as scheduled which will impact
negatively on realization ofvalue fbr money by the public.

16



Submissions by the Accounting Officer
68. The Accounting Officer agreed with the audit observation that the Contractor's all risk cover

was expiring on l8 June, 2023 and that there was litter and silt in culverts within Karatina

town.

69. He submitted that the culverts were cleared of all blockages and the project team had

enhanced supervision to ensure that the contractor continuously cleared any culvert blockages

that may arise within the current rainy season. He also noted regarding the contractors All
Risk insurance cover, Management was confident that the works would be completed prior
to the expiry ofthe insurance cover on l Sth June 2023. Attached were copies ofphotographs
showing the latest position on the ground.

Observations of the Committee
70. The Committee observed that:

i. The culverts were cleared ofall blockages and management has enhanced

supervision to ensure that the contractor continuously cleared any culvert
blockages that may arise within the current rainy season.

ii. Management indicated that works would be completed prior to the expiry of the

insurance cover.

iii. The matter is resolved.

iii. Performance based Contract for Maintenance of JN A2 Karatina - Kagumo-
Kutus (B27) Road\\

71. The contract was awarded on 29 Seplember 2020 at a contract sum ofKshs.374,379,713. The

date of order to commence was 4th December 2020 with a completion period of 36 months.

The revised contract sum was Kshs.464,340,178.70 surpassing the original contract sum by
Kshs.89,960,465 .70 or 24oh. The amount certified as at the time of progress report in the

month of January 2023 was Kshs.34l ,5 34,226.96. The expected completion date is I 7rh

December 2023.The Management did nol provide reasons for revising the contract price

upwards. Further. in Kagumo town. some access culverts had overgrown vegetation that

could nol allow free surface tlow olrainwater.

72. ln the circumstances, the project may not be executed as scheduled which will impact

negatively on realization ofvalue lbr money by the public.

Submissions by the Accounting Officer
73. The Accounting officer submitted that the upward contract revision arose from the need to

address the erratic tbilure witnessed on the road which had threatened to cut offthe road. The

variation report detailing the noted failures and intervention measures required was approved

by the Employer as per the copy ofvariation order.

74. He also submitted that the issue of overgrown grass had since been addressed by the

Contractor and additional instructions to the Contractor to ensure that he maintained grass

height to the required standards as provided in the contract had been conveyed. He further
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noted that resulting from the above instructions, the grass within Kagumo town on the two
culvert locations arising lrom mudslide had since been controlled and the resulting mud is
continuously carted away as and when it arises.

Observations of the Committee
75. The Commitlee observed that:

(i) Management provided supporting documents on the approval ofcontract sum ofKshs
374,379,713 thus a variation of Kshs. 89,960,465.70 or 24o/o for verificationl

(ii) The grass has been maintained to the required standard the Contractor and additional
instructions given to the Contractor to ensure that he maintained grass height to the
required standards; and

(iii)The maner is resolved.

1.4 Isiolo Region
i. Periodic Maintenance of Ruiri - Isiolo

76. The tender was awarded at a contract amount of Kshs.682, 103,8 I 5. The contract commenced
on l4 December 2020 and the initial date for completion was I 4 December 2022. However,
at the time ofaudit inspection, the project was lagging schedule with the progress olwork at
82.6 percent against over I 00%-time lapse. According to a letter dated l4 December 2022 by
the Regional Director to the contractor, it was noted that on some road pavements, the
contractor had used AC material that had failed to meet the minimum laboratory requirements
forAC Type L The affected sections were Km l3+300 right hand side and Km l5+220 to
km l5+770.

77. It was also noted that the above-mentioned irregularity could negatively aflect the quality of
the affected sections of the road. Several road signage's had been vandalized and the
contractor had not been issued with instructions to correct the works. In the circumstances.
the project may not be executed as scheduled which will impact negatively on realization of
value lbr money by the public.

Submissions by the Accounting Officer
78. The Accounting oflicer submitted that the contractor requested for extension of time due to

supply delays. He indicated that the merit ofthe request was evaluated and granted.
79. He further that the contractor cited three weeks break to allow workers to vote in August 2022

General Election as other causes ofdelays tbr which he was enlitled to time extension.
80. He also submitted that the AC Type I used by the contractor failed marginally in stability. but

the rest of the parameters met the required specification. The sampling and testing ofAC
was done after laying, the matter was brought up to the attention of the contractor for
information and producl adjustment. Subsequently lhe contractor was informed that affected
sections will be observed during the one-year Def'ects Liability Period (DLP). So far, the
section has been performing well. Further a corrective order had since been issued to the
contractor for their action.

Observations of the Committee
81. The Committee observed that:
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ll.
iii.
iv.

The contractor, used AC material on some road pavements that had failed to
meet the minimum laboratory requirements for AC Type l.
The Authority had provided evidence of issuance of a correction order.
The AC Type I used by the Contractor failed marginally in stability,
The suitability of the material is still awaiting the end of the Defects Liability
Period to be confirmed.
The matter is unresolved.

Recommendations of the Committee
82. The Committee recommends that

i. Within three months upon adoption of this report the Accounting Offtcer must

provide a report on the corrective order issued to the Contractor regarding AC
Type I used to the Auditor- General for verification.

ii. The Office oltheAuditor General to confirm the status oithe correction defects

in the next audit period

1.5 Machakos Region
i, Performance Based Contract for Maintenance of Machakos -Kangundo (B 105)

Road.
83. The contract was awarded at a contract sum of Kshs.34,915,829 for a period of 24 months

commencing on 27 July, 202 I with completion date of 26 July, 2023. The amount certified
was Kshs. 15,257 ,277 as al the time of inspection in February 2023. However, it was noted

that the contractor had failed to meet the expected service levels as per the contract

requirements. Both the inner and the outer vegetation had overgrown beyond the required
service level betweenl50mm and 300mm respectively along the ltll road chainage.

84. The drainage channels were clogged by overgrown grass and silt. At Km 16, two guardrails

that had been detached by a road accident had remained unrepaired and the contractor was

not on site. In the circumstances, the project may not be executed as scheduled which will
impact negatively on realization of value for money to the public.

Submissions by the Accounting Officer
85. The Accounting officer submitted that the non-compliances noted were attributed to

Contractor's poor performance. He indicated that the Resident Engineer had invited the
Contractor for a management meeting on l4th February 2023. A copy of minutes were
provided for verification, which highlighted the poor performance and the need to rectify all
the shortcomings.

86. He also submitted that the Contractor was on site and has since attended to all the issues

raised under close supervision of the Resident Engineer's Team. copies of progress photos

were provided for veritication. Further the necessary penalties in terms of deduction would
be eft'ected when the Contractor submits his next Interim Payment Certificate.

0bservations of the Committee
87. The Committee observed that;
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ll.

The contractor has since attended lo all the issues raised by the Auditor General under
the supervision ofthe Resident Engineer's Team.
The matter is resolved.

1.6 Eldoret Region
i. Stage Improvement of Nyaru-Iten

88. Stage improvement of Nyaru-lten works were awarded vide contract No.
KeNHA/RD/M/203212016 ar an original contract sum of Kshs.2,4lg.gl9,63g.75 to
commence on l4 November, 2016 for a period of 30 Months with completion date of l3 May,
2019. Later, the works were varied by Kshs.526,630 ,77 5.47 to Kshs.2,945,450,414.22 to be
completed on 3l March, 2023. As at the time olverification in the month of February.2023,
the certified works were Kshs.2,4l 7,805,863 or 78.5%o versus 98.562o elapsed time.

89. The project has pending bills rotalling to Ksh.525,893,208 as ar 30 June, 2022 with a risk of
incurring additional interest cosls and penalties due to delayed payments. The Resident
Engineer vide letter dated I 0 June, 2022 recommended taking over of works as the contractor
had substantially completed the works save for nominal non-permanent works. This would
have avoided extension of time as the remaining works would have been done during lhe
defect's liability period. However, instead the contractor was given an extension of time to
complete the works by 3l March, 2023. Delay in paying interim payment certificates has led
to excess costs to the project due to interests and taxes charged as shown below:

Description Kshs
Variation of Price 203,577 ,680
Add 16% vAT 32,5'72,429

Total 236,150,109
Interest on Delayed Payments 12,,034,734

90. The project briefas at l4 February,2023 shows that the total certified works done inclusive
ofvariation in price and value added tax was Kshs.2,4l 7,805,863 (lpc t-16). Ir also shows
that interest on delayed payments at Interim Payments Certillcate (lpC) l0 of
Kshs.12,034,734. Howevel addition olinterim payment certificates as given in the
schedule excluding IPC I (Advance Payment) and Interim Payment Certificate l0 (lnterest
on delayed payments) shows that the total certified works is Kshs.2,458,504,065 (83.5%) a
difference of Kshs.40,698,202. The workings are shown in the below:

IPC No. IPC Amount (Kshs)

IPC 2 lLg,949,434.21

IPC 3 t20,920,581.41

IPC 4 125,539.428.65

IPC 5 t2t,77t,792.76

IPC 6 121,3 12,703.88
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IPC 7 242,265,757.40

IPC 8 266,58t,167.84

IPC 9 173,548,004.26

IPC II 192,805,947.52

IPC 12 252,221,796.52

IPC I3 160,762,791.08

IPC I4 205,361,507.00

IPC I5 159,462,884.64

IPC I6 1s6,000.267.97

Total 2,458,504,065. l4

Certified Works 2,41 7,805,863.00

Diflerence 40,698,202.14

Submissions by the Accounting Officer
91. The Accounting oflicer submitted that the Stage Improvement of Nyaru - Iten was not a Fuel

Levy Maintenace Fund funded project but funded by the Exchequer and therefore should

ideally not have appeared in Financial Statements for the Fund.

92. However, the Resident Engineer requested the Engineer vide letter Ref. KeNHA/06.
AlR3lC53l2032l158 dated l0th June 2022 to constitute an inspection and acceptance

commitlee to inspect the works with the purpose of taking them over. [t was however not
possible to form a committee to take over the works because there were still some outstanding
works as communicated by the RE on23rd June,2022.

93. The contractor submitted an Extension of Time (EOT) request which was currently under
review at the time of audit. They acknowledged that there was an error of oversight while
preparing the project brief as at l4th February,2023 where the total value of certifled works
was left understated as KES 2,417,805,863.40. He also noted that it had since been corrected
and the correct value oftotal certified works was KES 2,458,504,065. 14.

94. The Accounting Oflicer also submitted that the project had pending bills amounting to Kshs

525,893,208 as at 30 June 2022. This situation was because of the following:
a) Inadequate Exchequer budgetary provisions in the current as well as prior financial

years of project implementation.
b) Delayed receipt of Budgeted Exchequer funds by the Authority in the current as well

as prior linancial years.
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95. He further indicated that in order to ensure that the pending bills were settled, the Authority,
in liaison with the parent ministry and the National Treasury would endeavor to allocate
sufllcient budgets in subsequent financial years.

Observations of the Committee
(i) The Commitlee observed that the project was funded by the National Government

development budget not by the Road Maintenance Levy Fund.lt was erroneously
caplured in the Financial Statements; and

(ii) The matter is unresolved

Recommendations of the Committee
96. The Committee recommends that;

within three months upon adoption of this report, the Accounting oflicer must pass a joumal
entry and make an adjustment in the llnancial statements lo correcl the error and submit them to
the auditor General fbr audit veritication

ii. Performance Based contract for the Maintenance of JN A8 Eldoret-Kapsabet
Contract Sum Kshs.337,2 52,,990.41

97. Review ofdocuments provided for audit revealed that under summary ofthe bill ofquantities,
bill No.l, item 0l-08-026.4 for payment ol residential engineer's miscellaneous account
reflected an amount of Kshs.l ,922.3 37.50 which ditlered with the detailed analysis amounr
of Kshs. 1,057,507.50 resulting to an unexplained variance ol Kshs.864,830. Similarly, bill
No. 25, item no.25-56-003 fbr cross cutting issues rellected Kshs.3,5 I 3,001 and the attached
appendix indicated an amounl of Kshs.2,953,000 resulting to a variance of Kshs.560,00l .

98. Physical verification carried out in February 2023 revealed a vandalized signposts at Km
24+200, Km 26+200, Km 27+300 and Km 32. vandalized culvert and drainage works, waste
along the drainages and at Km 25 and Km 35+10 the drainage was broken and not properly
aligned, the guardrail at Km 3l+200 is broken and the shoulders had been swepl away ar Km
2l+369, Km 28 and Km 30-35+10.

Submissions by the Accounting Officer
99. The Accounting Officer submitted that items 0l -80-026A and 25-56-003 in rhe Bill of

Quantities were appraised to cater fbr critical work items under the contract. He also
submitted that vandalism olroad l-urniture and dumping olwaste onto the drains had been a
challenge along the Eldoret-Kapsabet road. He noted that the regional oflice planned to carry
out sensitization forums at market centers along this road aimed at winning support among
residenls against this vice.

100. He further submitted that the shoulder reinstatement to bituminous standards was done
under this contract between Km l0+100 - l8+600 & Km 25+900 - 27+340. He added that
they were packaging comprehensive shoulder reinstatement works in the next contract to be
procured in FY 202312024.
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Observations of the Committee
101 . The Committee observed that;

i. The matter of the variances of Kshs. 864,830 and Kshs. 560,001 , in the summaries of bills
ofquantities was reconciled and therelbre resolved.

ii. The matter of vandalism and waste dumping was not resolved.

iii. The management response did not correspond with the Auditor General's observation on

the issue of shoulder reinstatement.

iv. The malter is unresolved

Recommendations of the Committee
102. The Committee recommends that;
i. Within three months of the adoption of this report the Accounting Officer must provide a

report and supporting documents fbr the shoulder reinstatement project fbr both Km
2l+300, Km 28 and Km 30-35+l and Km 10+100 - l8+600 & Km 25+900 -27+340 to
the Auditor General for audit verification.

ii. The Accounting Officer must consider constructing guard rails with concrete and not metal

bars to mitigate the issue of vandalism.

1.7 Kakamega Region
i. Performance Based contract for the Maintenance of Busia-Malaba (Bl3) Road

Contract Sum Kshs,270,869,947.80
103. Veritlcation ofthe proiect revealed the following:

a. Side drains were filled with waste and sewer at 0+000 to 0+200BS,

b. Emerging pothole and surf'ace wearing offat Km 9+500 and Km 23+600,
c. Delay in commencement ofworks for surface dressing chippings yet the expected

progress as per Plan of Work was 62.50/o

d. Instruction 009 for installation of bumps and installation of rumble strips recorded

progress ol work 10070 and expected progress as per Plan of Work (POW) was I 00%
however, no rumble strips had been installed as at the time of audit.

104. Further, the summary of Bill of Quantities, bitl No.l for the item 0l-50-020 for purchase

of office equipment at a total cost of Kshs.1,500,000 was not supported by a detailed
appendix. Consequently, it was not possible to conflrm which office equipment were to be

purchased for this project.

105. ln addition, under residents' engineer's office miscellaneous expenses, the following items
were purchased and paid vide invoice order No. I 5 dated I 5 F ebruary,2022;:

Description Quantitv Rate (Kshs) Amount Kshs.
4 standard Laptops of minimum RAM 8GB
and I TB ROM. core i7 pref'erably HP make

or LENOVO

) 70.000 140.000

4 HP desktop computers of minimum RAM
8GB and ltb ROM core i7

5 100.000 500.000

Total 640,000
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106 . Although the Bill of Quantities indicated 4 HP desktop computers. actual number
purchased were 5 as highlighted above. No explanation was provided for this variation.
Further, these assets were not captured in the fixed asset register.

Submissions by the Accounting Officer
107. The Accounting officer submitted as follows :

(i) The side drains were filled with waste and sewer at 0+000 to 0+200BS,

(ii) There were emerging pothole and surface wearing offat Km 9+500 and Km 23+600,

(iii)There was delay in commencement of works lor surf'ace dressing chippings yet the
expected progress as per Plan of Work was 62.50/o

(iv) Instruction 009 lbr installation of bumps and installation of rumble strips recorded
progress of work al 100%.

108. He also submirted that:
(i) The Region is in consultation with the relevant authorities in Busia County Govemment

to address the challenge ofdischarge ofsewage into the open drains by the locals at km
0+000 to 0+200 Left Hand Side. The blocked side drains were however noted during
the monthly formal inspection No. 12 of January 2023 and communicated to the
contractor vide letter Ref: KeNHA/R2l06.NBl3/3425/VOL.l/061 dated 6th February,
2023. Payment reductions have been made for the non-complying side drains section
pursuant to Clause 2.6.1 ofthe Performance specifications.

(v) The emerging potholes at km9+500 were noted during the monthly lbrmal inspection
No. 12 of January 2023 and communicated to the Contractor vide letter Ref:
KeNHA/R2/06.A/Bl3/3425NOL.1/061 dated 6th February,2023. Payment reductions
have since been made for the non-complying section pursuant to Clause 2.6.1 of the
Performance specifications. A copy of the minutes of the Formal inspection and
correspondences are attached

(vi)Bill No. I item 0l-50-020 (purchase of oftice equipmenr) is a Prime Cost (pC) sum.
Usually for Prime Cost sums, prior approval to expend the Bill item is usually sought
from the Engineer with the details ofwhat is to be purchased well described. As at the
time ofaudit the amount had not been expended hence no detailed appendix could be
availed to the auditors.

109. He f'urther submitted that there was a typo error in Appendix B, item No. 10. where what
was in the description column was contradicting what was in the quantity column. He
explained that the description column quoted 4 items to be purchased while the quantity
column quoted 5 items. The purchase was done based on the quantity specified in the Bill
of Quantities and not the description as clearly highlighted in the Resident Engineer's Site
Instruction No. 4.

Observations of the Committee
I 10. The Committee observed that;
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lt-

The contractor was not lully executing the works by not renroving litter. not

diverting sewer in drainage channels, not patching emerging potholes on the road

and the works for surface dressing chippings had not commenced.

The Bill of Quantities details of of}lce equipmenl to be acquired have since been

provided.

The contractor has since resolved the issues mentioned on the road drainage.

No evidence ofconsultation with the relevant authorities or stakeholders to address

the challenge ofdischarge of sewage into the open drains by the locals had been

provided.
The matter remained unresolved.

llt,
iv.

Recommendations of the Committee
I I I . The Commitlee recommends that:

i. Within six months upon adoption of this report. the Authority must commence repairs

of the broken sewer lines from the payment reduction fbr the non-complying side

drains.
ii. 'fhe Accounting OITicer must ensure that all contracts entered into by the Authority are

lawful and complied with in compliance with section 68(2)d of the PFM Act.

ii. Delayed Works and Roads with Excess Length
I 12. A review of project status for contracts totaling to Kshs. 14,452,666.85 I .45 with a length

of 4,344.99 km revealed that 2,733.02 km had been done while I ,61 2 have delayed. Further,
filieen (15) roads with contracts totaling to Kshs.7,200,03 7,190 did more kilometers

ctrmpared to what had been authorized in the procurement documents by 362.14 kilometers.
No explanation or approval havc been provided on the excess kilometers.

ll3. In the circumstances, delayed works impact negatively on the delivery of road

infraslructure and excess and unbudgeted road works may result 1o unapproved road

expenditure.

Submissions by the Accounting Officer
I 14. The Accounting Ofllcer submitted that the management was analyzing the schedule

provided by the auditors to lacilitate preparation ofdetailed responses and copies ol
appropriate documents for review with the auditors.

0bservations of the Committee
ll5. The Commitlee observed that:

i. No approval or documentation was provided fbr the excess kilometers of
362.14 kilometers

ii. No explanation was provided for the delay on construction of I ,61 2 km
iii. The matter is unresolved.

Recommendations of the Committee
I 16. The Committee recommends that
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ll.

Within ttree months upon adoption of this rcport, the Accounting Officer must
submit supporting infonnation the delayed 1,612 km and the fifteen roads with
excess length to the Auditor General for audit verification.
The Accounting Officer must ensure timely submission of accounting documentation
required for audit verification during the audit as per the provisions of Section 3 1(4)
of the Public AuditAct,2015.

I

t
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3.0 EXAMINATION OF THE REPORT OF THE AUDITOR GENERAL ON THE
FINANCIAL STATEMENTS OF THE ROAD LEVY FUND (KENYA RURAL ROADS

AUTHORTTY) FOR THE FINANCIAL YEAR2020l202t AND202112022

I 17. Eng. Philemon Kandie, MBS, the Director General, Kenya Rural Roads Authority
(KERRA) appeared before the Committee on Thursday l21h October 2023 to adduce evidence

on the audited financial statements for the Road Levy Fund for the Financial Years 2020/2021

and 202112022. The minutes ol' the Committee sitting, and submissions tabled by the

Accounling Oflicer are annexed to this report. He was accompanied by:

I . Ms. Catherine Butaki - Deputy Director Communication

2. CPA Judith C Chumo - Deputy Director Audit Services

3. CPA Wiltiam Abungu - Principal Accountant

4. CPA Matilda - Deputy Director Finance

5. Eng. Peter Gichohi - KERRA Director MTCE

3.1 Examination of the report of the Auditor-General for the Financial Year 202012021

Unsupported Cash and Cash Equivalents
I l8.The Statement of financial position reflects cash and cash equivalent balance ol

Kshs.20,827,705,000 as disclosed in Note 7 to the financial statements. The balance of
negative cash balance of Kshs. 26,035,445 in the Road Maintenance Levy Fund (RMLIT)

Operations Headquarters account which has been offset contrary to paragraph 48 of
Intemational Public Sector Accounting Standard (IPSAS) I that prohibits offsetting of
assets and liabilities and revenue and expenses unless required or permitted by IPSAS.

Submissions by the Accounting Officer
I l9.The Accounting officer submitted that the negative balance was a cashbook balance, which

was rectilled in the subsequent month of July 2021. The bank statement as at 30th June

202 I was positive Kshs. 25,231,707.53.

Observations of the Committee
I 20. The Committee observed that:

i. The negative balance was a cashbook balance which was rectified in
subsequent month of July 202 I ;

ii. The management has since provided the reconciliation that corrected
anomaly tbr verilication; and

iii. The matter is resolved.

the

the

3.2 Examination of the report of the Auditor-General for the Financial Year 202112022

a. Inadequate Details in the Ledgers
l2l.The Statement offinancial perlbrmance and Nole 4 to the financial Statements reflects Ksh

23,295,330,000 in respect oiroad works expenditure. Included in this amount is l0% Road

Maintenance Levy Fund (RMLF) critical link roads expenditure of Ksh 3,994,932.000.

However, the General Ledger provided for audit review, revealed that payments totaling to
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Ksh 53 3,300,491under various codes had no system description of payee. Similarly, the
road works expenditure of Ksh 23,295,330,000 includes Ksh 7,950,000,00 being 22%
RMLF constiluency Roads funds. The latler balance includes various payments totaling to
Ksh 95 I ,756,566 which had no system description showing details of payments.

122.1n the circumstances, the accuracy and completeness of payments totaling to Ksh
1,485,057,05 Tcould not be confirmed.

Submissions by the Accounting Officer
l23.The Accounting officer submilted that the system description ofpayee and derails of

payments in the various ledgers has since been reviewed and provided lbr verification .

Observations of the Committee
124.The Committee observed that:

i. The general ledger provided lbr audit review revealed that payments under
various codes had no system description olpayee and details ofpayments.

ii. The detay in the submission ofpayee and details ofpayments in the various
ledgers was occasioned by the transition to the ERP system; and

iii. The matter is unresolved.

Recommendations of the Committee
I 25. The Committee recommends that:

i. Within three months upon adoption of this report the Accounting Officer to
provide the system description ofpayee and details of payments totaling to
Ksh 1,485,057,057 to the Auditor - General for veriticationl

ii. The Accounting Of ficer must ensure timely submission of accounting
documentation required for audit veritlcation during the audit as per the
provisions ofSection 3l (4) ofthe Public Audit Act, 2015; and

iii. The Accounting Officer must ensure that all applicable accounting and
financial controls, systems, standards, laws, and procedures are lbllowed in
the preparation ofthe financial statements in compliance with Public Finance
Management Act,2012 and in accordance with the standards prescribed by
the Public Sector Accounting Standards Board as per Regulation l0l(4) of
the Public Finance Management (National Govemment) Regulations, 2015.

b. Unresolved Prior Year Matters
126. In the audit report ofthe previous year, several issues were raised, Ilowever, the

management has not resolved the issues or given explanation fbr failure to adhere to the
provisions ofthe public Sector accounting Standards Board template.

Submissions by the Accounting Olficer
127 .The Accounting ofhcer submitted that the Audit comments were noted and the Authority

has since complied in the in the subsequent year
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Observations of the Committee
128. T'he Committee observed thatl

i. The Authority did not provide evidence ofhaving resolved prior year matter.

ii. The matter is unresolved.

Recommendations of the Committee
I 29.The Committee recommends lhat:
i. The Accounting Officer should take appropriate measures to resolve the outstanding

prior audit issues as required by Section 68(2)(l) ofthe Public Finance Management

Act, 2012 and submit the necessary documentation to the Auditor-General for

verification during subsequent audits;

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURSES

c. Anomalies Noted During Projects Inspections
130. Physical inspection of 20 projects with total contract sum of Ksh 76,384,259 carried out

in the month of February 2023 revealed various anomalies as highlighted in Appendix 'l

attached. [n the circumstances, the projects may not have been executed as scheduled

which negatively impact realization of value for money to the public.

Submissions by the Accounting Officer
I 3 I . The Accounting officer submitted that the projects listed are short-term contracts with

limited scope of work. The projects were designed as gravel roads. He noted that the

main objective ofthose projects was to open and improve motorability ofcritical links
within our roads network.

I 32. He further submitted that due to limited project scope and funding, several activities in
the project may have been canied over to be executed as when funds are available.

Observations of the Committee
I 33. The Committee observed that:
i. The projects listed were short term contracts with limited scope ol'works to open and

improve motor ability of critical links within roads network.
ii. The matter is unresolved.

Recommendations of the Committee
134.'fhe committee recommends that Within three months upon adoption of this report, the

Accounting Ofllcer musl provide a status report of all pending projects to the Auditor
General lbr verification.
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4.0 EXAMINATION OF THE REPORT OF THE AUDITOR GENERAL ON THE
FINANCIAL STATEMENTS OF ROADS MAINTENANCE LEVY FUND (RMLF) -
KENYA URBAN ROADS AUTHORITY FOR THE FINANCIAL YEARS 2O2OI2O2I
AND 2021t2022

135. Eng. Silas Kinoti, The Director General Kenya Urban Roads Authority appeared belbre
the Commiltee on Tuesday lgth October 2023 to adduce evidence on the audited llnancial
slatements lbr the Roads Maintenance Levy Fund (RMLF-) - Kenya [Jrban Roads Authority
(KURA) For the FinancialYear 202012021 And 202112022. The minutes of the Committee
sitting, and submissions tabled by the Accounting Ofllcer are annexed to this report. He was
accompanied by:

I ) Eng. William Oginga - Director Finance Services

2) Mr. Reuben Mayienda - Director Cooperate Services
3) Eng. Abdul Rashid Mohammed - Director Roads and Mainrenance

4.t Examination of the report of the Auditor-General for the Financial Year 2020t2021
a. Unsupported Cash and Cash Equivalents

136. The statement of iinancial position reflects cash and cash equivalenls of Kshs
2,717.690,436. IJowever no separate account lbr this Fund was maintained as lunds were
banked in the Authority's main bank account. Further the balance was not supporled with
cashbook, bank reconciliation statements and bank conllrmation certiflcates. In the
circumstances the accuracy and completeness ol thc cash & cash equivalents balance ol
Kshs.2.717.690,436 could not be confirmed.

Submissions by the Accounting Officer
137. The Accounting Oflicer submitted that the RMLF funds were part of the Authority's I'unds

held in KCB Bank which u'as supported by the bank statements, bank reconciliations and

conllrmation certifi cates.

138. He further submitted that the opening ofseparate bank accounts tbr road maintenance tunds
was a new requirement. Historically both the Administration and the works lunds were
banked in one bank account. He also stated that as confirmed by the Audit, the funds were

banked in the Authority's main account. The Authority has since opened a separate account

fbr the RMLF l'unds.

Observations and findings of the Committee
I 39. The Committee observed that:

i. The Fund cash and cash equivalent as included in the KURA main account balance

ol Kshs. 2,717 .690.436 were supported with a cashbook, bank reconciliation
statements and bank contlrmation certifi catesl

ii. The Fund had since opened a separate account lbr the Road Maintenance Levy
Funds (RMl-F) and its operational; and

iii. 'Ihe matter is resolved.
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b. Maintenance of Nairobi - Outering Road

140. Physical verihcation ofthe project carried out revealed that the designated pedestrian foot

bridge at the main junction of Outering Road and Thika Road lacked barriers and lighting

system. Further. the Tassia road section, had open drainages clogged with garbage and

overgrown vegetation despite the fact that a firm had been contracted to regularly maintain

the drainages along the road value for money from road assets may not be achieved.

Submissions by the Accounting Officer
l4 I . The Accounting Officer submitted that:

i. Cleaning of drainage channels and collection of garbage within the road is a
continuous exercise and since the road is in a built-up area, dumping and lilling
of drains occurred fiequently;

ii. The contractor has been instructed to ensure the drains are clean all the time

during the contract period. The Authority also engaged the County Covernment

on the control ofthe dumping on the road and on the drainage;

iii. Vandalism of road assets more so the metallic ones is national challenge to all

the road agencies. However, KURA through collaboration with National Police

Service has since enhanced surveillance to deter and apprehend the vandals: AND
iv. KURA was also liaising with other stakeholders to address the challenge.

Observations and findings of the Committee
142. The Committee observed that:

i. The designated pedestrian foot bridge at the main junction of Outering Road

and Thika Road lacked barriers and lighting system.

ii. The Tassia road section, had open drainages clogged with garbage and

overgrown vegetation

iii. Management indicated that the road covered a densely populated area (built-up

area) resulting to liequent dumping and filting up ofdrains as well as constant

challenge of vandalism.

iv. No evidence of collaboration with responsible agencies, clean up exercises or
anest ofvandals had been provided to demonstrate efforts to control the vice.

v. The matter is unresolved.

Recommendations of the Committee
The Committee recommends that

i. Within three months upon adoption of this report, the Accounting Officer must

enforce the provisions of the contracts relating to the erection of barriers on the

pedestrian foot bridge and lighting system at the main junction of Outering Road

and Thika Road and provide a report on the enfbrcement to the Auditor general for
verification.
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It. The Committee recommends thal within three months upon the adoption of this
report the Accounting Officer to engage with security agencies and other
stakeholders on the matter ol vandalism and provide supporting evidence on the

steps taken to ensure the matter is addressed for audit veritlcation.

c. Foot Bridge on Eastern Bypass Road City Cabanas Area
143. Physical verificalion conducted revealed that the metal bars erected to ensure the safety of

pedestrian closing the road had been vandalized and had not been replaced exposing
pedestrians to the risk of being run over by speeding vehicles. value fbr money from road
assets may not be achieved.

Submissions by the Accounting Officer
144. The Accounting Ofilcer submitted that the Authority intended lcl concrete barriers since

they are not vulnerable to vandalism and sensitize pedestrians to use the tbotbridge to
minimize the risk olaccidents by vehicles. The Authority had further engaged the national
police to aid in enforcement and surveillance.

Observations and findings of the Committee
145. The Committee observed that:

i. Metal bars erected to ensure the safety of pedestrians crossing the road had been

vandalized and had not been replaced exposing pedestrians to the risk of,being run

over by speeding vehicles

ii. Management did not provide evidence of public barazas or any fbrm ol engaging
the public to contain vandalism;

iii. Managemenl did not provide evidence of correspondences with the National Police
service on surveillance and measures to contain vandalisml and

iv. The matter is unresolved.

Recommendations of the Committee
146. The Committee recommends that

i. Within six months upon the adoption ol this report, the Accounting Officer must

engage with security agencies on the malter of vandalism and provide supponing
evidence on the steps taken to address the matter for audit verification.

ii. The Accounting Ofllcer must consider constructing guard rails with concrete and not

melal bars to mitigate the issue of vandalism.
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4.2 Examination of the report of the Auditor-General for the Financiil Year 2021/2022

a. Non-compliance with Public Sector Accounting Standards Board Reporting
Requirements

147 . The financial statements did not comply with the recommended reporting template

provided by Public Sector Accounting Standards Board.

Submissions by the Accounting Officer
148. The Accounting officer submitted that:

i. The templates issued by the Public Sector Accounting Standards Board (PSASB)

contains guidelines are derived lrom Intemational Public Sector Accounting

Standards (IPSAS) and relevant slalutes. Flowever, like any other templates they

may not be exhaustive, and the preparers ofthe tlnancial statements are advised

to refer to the relevant standards as well as the statutes to ensure full compliance.

The Authority reviewed the template and noted some errors and omissions that if
not corrected would have significant el'fect on the financial statements. In
particular, the template did not meet the threshold of Road Maintenance Levy

Fund as defined by the relevant legislation. Hence the need to correct the

anomaly.

ll

lll_

lv.

Road Maintenance Levy Fund is defined under Section 7 of the RMLF Act I 993.

Under subsection 2 ofthe above Act,'The Fund shall consisl ofthe proceeds from

the levy and the transit tolls levied under the Public Roads Toll Act (Cap. 407).

The modification was done in compliance with Intemational Public Sector

Accounting Standards (IPSAS) I lo ensure the financial statements met the

qualitative characteristic of relevance, taithful representation, understandability,

comparability, and verifi ability.

Observations and findings of the Committee
149. The Committee observed that:

i. Financial statements were not prepared using the recommended reporting template
as provided by the Pubtic Sector Accounting Stanaards Board.

ii. Management explained that the financial statements were modified to report on both

the works and operation components and that they have written to Public Sector

Accounting Standards (PSASB) for concurrence. Management provided the letter to

Public Sector Accounting Standards (PSASB)and

iii. The matter is unresolved.
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Recommendations of the Committee
I 50. The Committee recommends that:

i. Within three months upon adoption of this report, the Accounting Officer
must lollow up on the concurrence fbr the Board on the modiiication of the
issued template and provide the same tbr audit verification; and

ii. The Accounting Officer must use the templales provided by public Sector
Accounting Standards (PSASB) in the absence of a concurrence from Public
Sector Accounling Standards PSASB.

b. Receivables from Non-Exchange Transactions
l5l. Included in the Receivables liom non-exchange transactions balance of

Kshs.5,097,011,271 is grants receivable-RMlF of Kshs.5,077,624,094 d,ue from Kenya
Roads Board.

152. However, the audited financial statements of Kenya Roads Board Fund reflect RMLF
disbursement payable to Kenya Urban Roads Authority of Kshs.2,3 22,321,695 as at the same
date, resulting to unreconciled dillbrence of Kshs.2,755,302,3 99. In the circumstances, the
accuracy of RMLF grants receivable ol Kshs.5,077,624,094 could not be contirmed.

Submissions by the Accounting Officer
153. The Accounting officer submitted that:

i. Grants receivable is accrued based on the records available to the Authority.
ii. According to our records grant receivable liom Kenya Roads Board amounled

to Kshs.5,077,624,094 as reported in the llnancial statements tbr the year ended

3Oth June 2022. The supporting documents for the above amounts are available
Ibr veritication.

iii. As you may have noted and verified from the schedule provided and the bank

statements, the above amounts were subsequently received in the beginning of
the F lY 2022-2023 on the dates indicated below:

Date
5th July 2022

8th July 2022

l5th July 2022

Total

Amount
I ,02s.834,01 2

1,133,678,923

2,918,111,159

5,077,624,094

Observations and findings of the Committee
I 54. The Commitlee observed that:

i. 'Ihe Management has since provided the schedule/ break down ol the grant

receivable liom Kenya Roads Board.

ii. l'he amounts were accrued fbr the flnancial year 202112022 but were received in

July 2022 alter the end of the financial year 202112022.
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Ill

lv

The balance reflected in the Authority's financial statements was properly

analyzed.

The matler is resolved.

c. Unimplemented Projects in Annual Public Roads Program
155. Review of thc road contracts and records on projecls implementation under Road

Maintenance Levy Fund revealed thal road maintenance projects totaling Kshs.91,074,153 in

the Annual Public Roads Program (APRP) were not implemented.

I 56. In the circumstances. the expected benelits fiom the unimplemented projects did not accrue

to the public and there was non-compliance with the approved budget.

Submissions by the Accounting Officer
157. The Accounting Officer submitted that all the detailed projects in the approved Annual

Public Roads Program (APRP) FY 2021-2022 were provided for verification .

Observations and findings of the Committee
158. The Committee observed that:

i. Road maintenance projects totaling Kshs. 91,074,153 in the Annual Public

Roads Program (APRP) were not implemented.

ii. Funds lbr linancing the Annual Public Roads Maintenance Program were not

disbursed.

iii. The matter is unresolved.

Recommendations of the Committee
I 59. The Comnrittee recommends that

Within three months upon the adoption of this report the Accounting Officer to provide a progress

report and supporting documents on implementation of the road maintenance projects to the

Auditor General for audit verification.

d. Nairobi Outering Road Improvement Project
160. The contract fbr Nairobi Outering Road Improvement project was awarded at a contract

price ol'Kshs.8,263,399,494 and ended in April, 2020 with a two years def'ects liability
period.

l6l. As previously reported, the project was on a maintenance oonlract but had challenges of
open drainages that were used as receptacles of garbage / dumpsites. It was also noled that

there were mounds of garbage by the roadside on certain sections. Audit inspection carried

out on l5 February,2023 noted improvements on the observations made in the previous year.

However, lbllowing issues were still outstanding;
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lll

Cleaning ol'closed drains was not done well and some drainage covers had

been vandalized. The maintenance contractor on site necds to plan lbr
occasional cleaning of the closed drains to avoid flooding especially during
rainy season;

Dumping of garbage on various sections ofthe road was seen to be posing a

challenge to the contractor; and

Pedestrians were seen to cross the road on various sections whereas there are

fbotbridges erected for crossing.

162. In the circumstances, there is a risk of flooding on the road and loss ol pedestrians' lives
especially where lhere are no barriers.

Submissions by the Accounting Officer
163. The Accounting Ofllcer submitred that:

i. 'lhere is an ongoing Perlbrmance Based Contract on Outering roads responsible
Ibr general cleaning of lhe carriageway drains and minor repairs. There are
several tbot bridges already installed on this road and the Authority is working
on additional measures to improve safety.

ii. I'he canopies were not part ofthe footbridge design, and this was purposefully
lefi out to deter hawkers and street families from occupying the facilities. It is

also geared lowards improving security of the pedestrians. The metal and

concrete barriers used in some sections of the road were vandalized. This is a
common problem in the infrastructure Sector. We are working on altemative
materials lbr barriers.

Observations and findings of the Committee
164. The Committee observed that:

i. The contractor was not fully executing the contract by not clearing garbage
dumped on various sections of the road and not protecting drainage covers from
vandalism.

ii. The management has indicated that there had been vandalism on erecled metal
barriers, and which was a common challenge in the sector;

iii. Management has since demonslrated efforts in improving the usage of the road;
and

iv. The matter is unresolved.

Recommendations of the Committee
165. The Committee recommends that wilhin six months upon the adoption of this report.

i. The Accounting Officer must engage with security agencies on the matter
ofvandalism and provide supporting evidence on the steps they intend to
take to deal with the issue .
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lt The Accounting Oificer must consider constructing guard rails with
concrete and not metal bars to mitigate the issue of vandalism.

The Accounting Officer must provide evidence of steps Management is

taking to ensure compliance with the contract for general cleaning ofthe
carriageway drains and minor repairs to the Auditor General for audit

verification.

lll

e. Improvement ofNairobi Lot 2 - Upgrading ofShreeji Road and Parts ofLikoni and

Enterprise Roads (Contract No.KURA tHQ /330 12019 -2020)

166. The contract tbr the road works was awarded at a contract sum Kshs.892,66l,l l6 on 08

September, 2020 contract duration of 24 months and an expected completion date ol 30

September, 2022. ll also included a 36 months PBC maintenance contract at a cost of
Kshs. I 3,250,790.

167. The scope of the contract included rehabilitation and upgrading of single carriageway of
Shreeji road ( I . I K.m) to two lanes two-way 7m, construction of walkways and drains,

expansion olexisting bridge over rail on Likoni road and river bridge on Enterprise Road,

concrete drains on both sides, pipe culverts and other drainage works and road fumiture. The

contract duration elapsed, and the contracl period was subsequently extended to 08 April,
2023. The contractor is however still behind schedule as some of the major road works had

not been undertaken as detailed below:

i. Likoni road bridge section is incomplete.

ii. Enterprise road bridge section is incomplete; provision of the pavement structure

is incomplete.lt was agreed with the Authority, that fbr this section the conlractor
would submit design drawings for the proposed bridge structure.

iii. A section of Shreeji road is incomplete. The contractor was doing earthworks as at

the time ofthe audit on l5th February 2023. lt was agreed that the contractor submit

a workplan which will be shtued with the owners of the warehouses whose access

will be aff'ected as the contraclor carries out the remaining construction works.

168. In the circumslances, it is unlikely that the project will be completed by the new completion

date of 8 April,2023 and there is a risk that costs may escalate due to the ef'fects ofinflation
extension oltime.

Submissions by the Accounting OITicer
I 69. The Accounting Officer submitted that the works were ongoing. The Likoni Bridge section

was omitted from the above contract due to the conditions from the Kenya Railways which

were not factored in during the design period and thus cannot be accommodated within the

Contract. He stated that the contractor submitted a workplan which was shared with the

owners of the warehouses whose accesses would be afiected as the construction works
proceed.
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Observations and findings of the Committee
I 70. The Committee observed that:

i. The contract duration lapsed, and the contract period was subsequently extended
to 08 April,2023

ii. The contractor was still behind schedule as some ofthe major road works had not
been undertaken

iii. The Likoni Bridge section was omitted tiom the above contract because Kenya
Railways was not consulted at the design stage olthe works and hence, its input
was not included in the Contract.

iv. No justification was provided for failure to consult Kenya Railways or the owners
of the warehouses belbre the issuance of the contract or the commencement of
works.

v. The matter is unresolved.

Recommendations of the Committee
The Committee recommends that ;

(i) Within six months upon the adoption of this report the Accounting Oft'icer must provide a

progress report and supporting documents for the project to the Auditor General for audil
verificalion and

(ii) The Accounting Oificer must provide a progress report on the engagement with the Kenya
Railways and the owners of the warehouses.

f. Eastern By-pass Road-Footbridge near Cabanas Area
I 7l . The construction of the footbridge was carried out by the Authority through f'unding from

Aliican Development Bank and completed fbr use several years back. -The Authority had

also erected metal barriers along the road and in between the bars were light metal sheels to
ensure that the pedestrians do not cross the road at undesignated areas but instead use the

lbotbridge lbr their own safety. During the audit inspection carried out on l5 February 2023,

it was observed that the barriers were either crashed by speeding vehicles or had been

vandalized. This resulted to risk of loss of lives by pedestrians not using the footbridges.

172. This issue had been noted and reported in the previous year's audit with no intervention
iiom Management ofthe Authority. In the circumstances, there is a risk of loss ofpedestrians'
lives as there are no barriers to ensure safe usage ofthe footbridge and the public may not get

value for money on the road maintenance contract.

Submissions by the Accounting OIficer
173. The Accounting officer submitted that:

i. The steel barriers have been erected severally and have been repeatedly and

extensively vandalized.

ii. The authority has put emphasis on using concrete as barriers since they are not
vulnerable to vandalism.

iii. Pedestrians also are being sensitized to use the provided footbridge to minimize
the risk ofaccidents by vehicles.
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lv. A more permanent solution shall be put in place in due course by involving all

security agencies to ensure that the road is clear and vandalism is eliminated.

Observations and findings of the Committee
174. The Committee observed that:

i. Metal barriers along the road were either crashed by speeding vehicles or
vandalized which exposed pedestrians to accidents for opting to cross the road

instead of using the loot bridge.
ii. The authority had put emphasis on using concrete as barriers since they are not

vulnerable to vandalism.

iii. Pedestrians were being sensitized to use the provided footbridge to minimize the

risk of accidents by vehicles.

iv. The matter is unresolved.

Recommendations of the Committee
175. The Committee recommends thst-

(i) within six months upon the adoption of this report ,the Accounting Officer must engage

with security agencies on the matter of vandalism and provide a progress report to the

Auditor -General.

(ii) The Accounting Officer must consider constructing guard rails with concrete and not metal

bars to mitigate the issue of vandalism.
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5.0 EXAMINATION OF THE REPORT OF THE AUDITOR GENERAL ON THE
FINANCIAL STATEMENTS OF THE ON THE ROAD MAINTENANCE LEVY FUND
(KENYA WILDLIFE SERVICE) FOR THE FINANCIAL YEAR 2O2Ol202I AND
202U2022

176. Dr. Erustus Kanga the Director General, Kenya wild Service appeared before the
Committee on Thursday 23nd November 2023 to adduce evidence on the audited financial
statements fbr the Road Maintenance Levy Fund for the Financial years 202ol2o2l
aru) 2021/2022. The minutes ol the committee sitting, and submissions tabled by the
Accounting Ollicer are annexed to this report. He was accompanied by:

I . Mr. Peter Malhenge
2. Prol'. Charles Musyoki
3. Mr. Micah Aiyabel
4. Mr. Johana Tonui
5. Mr. Benard Mbeda

6. Ms. [,eah Nausia

- Senior Accountant KWS
- Director of Parks and Reserves
- Principal Superintendent of Roads
- Principal Superintendent Accounts
- Ag. Director of Infrastructure & Facilities

Management
- Director of Supply Chain Management

5.1 Examination of the report of the Auditor-General for the Financial year 202012021

a. Retention Monies not Held in a Separate Account
177. The statement of financial posirion rel)ects other payables of Kshs.28,303,797 (2020:

Kshs.7,876,753) which. as disclosed in Note 8 to the financial statements. includes
conlractors' retention monies balance to Kshs.9,985.928 held by the Fund. However.
Management did not maintain a separate bank account fbr deposits and payments ofretentitln
monies and instead, the Fund used an operations account which is in the name of Kenya
Wildlif'e Service.

I 78. The retention monies may not be available to pay contractors as and when claims lbr
retention are presenled lbr payment. Further, the schedule ol retention monies includes
unpaid retention monies amounling to Kshs.2l3,605 which are over five (5) years old. ln the
circumstances, the accuracy and existence ol retention monies balance of Kshs.9.985.928
could not be confirmed.

Submissions by the Accounting Officer
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179. The Accounting Officer submitted that the Service has a specific bank account for Kenya

Roads Board (KRB) operations. The account served as the recipient offunds transferred from
the Kenya Roads Board and accrued interest. He confirmed that all expenditures related to
the Road Maintenance Levy Fund were processed through the account.

180. He acknowledged, that the Service currently did not maintain a separate bank account

specifically designed for retention money as highlighted in the Audit report

I 8l . He further submitted that the retention money represented a portion of the contract price

withheld for a define period after completion of works. He stated that this withholding was

intended to ensure that contractors met the prescribed quality and standards.

182. He also submitted lhat the disbursement ofthe retained funds to the contractors was upon

the conclusion ofthe agreed retention period. He further explained that ifthe retention money
was moved to another separate account, it would amount to irregular transfer and splitting of
specific projects lunds and thus a contravenlion ol PFM Act.

I 83. He further submitted that to uphold accuracy in the reporting and disbursement of retention
money, specific supplier ledger accounts were maintained, reconciled monthly and when
contracts had been fully discharged, certificates of completion were issued, and the retention
money immediately paid to the contractor.

184. The Accounting Officer also confirmed an amount totaling Ksh 9,985,928 was securely
being held in KRB bank account. He explained that this amount was appropriately
documented under current liabilities and was to be disbursed to the contractors as per the

agreed schedule reported under cunent liabilities and payable to contractors when it falls due.

0bservations of the Committee
185. The Committee observed that:

i. The Fund did not maintain a separate bank account lbr deposits and payments of
retention monies, instead, had an operations account, which received all iunds
transf'erred from Kenya Roads Board and interest accrued thereon;

ii. The Fund operated a financial system which had a creditor's module that maintained
specilic ledger balances per individual contractor which was reconciled monthly with
the bank balances ensuring funds were always available to pay contractors once their
contracts have been fully discharged and certificate of completion issued; and .

iii. The matter is unresolved.

Recommendation of the Committee
The Committee recommends that
Within three months upon adoption of this report, the Service must open and maintain a

separale account fbr retenlion monies

b. Variances in Road Maintenance Levy Fund
186. The slatement of financial performance reflects road maintenance levy lund amount of

Kshs.87l .05 I ,487 which is at variance with the road mainlenance levy fund amount of
Kshs.721,507,3 77 rellected in the statement of comparison ofbudget and actual amount by
unexplained variance of Kshs.l49.544,l I L In the circumstances, the accuracy and
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completeness ol'the road maintenance levy fund amounting to Kshs.871, 051.488 could nol
be confirmed.

Submissions by the Accounting Officer
I 87. The Accounting Officer confirmed that the annual budget allocation for KRB project was

Kshs. 871 .05 I ,488 during the financial year 2020/2021 . He submitted that the actual amount
received from KRB during the year was Kshs.721,507,377 and the balance of Kshs.
149,544,11I was accrued as receivable as at 30th June 2021 and this amount was subsequently
transmitted to KWS on July 7th 2021, as indicated in the copy of the bank statement which
was provided lor veritlcat ion.

Observations of the Committee
I 88. The Committee observed that:

i. The variance ofKshs. 149,544,11I was recorded as an accrual under receivables
and was subsequently transmitted to KWS and verilled by the Auditor Ceneral.

ii. The matter is resolved.

c. Budget Over Expenditure
I 89. The statement of comparison of budget and actual amounts reflects final receipts budget

and actual on comparable basis of Kshs.871,051,488 and Kshs.753,936,800 respectively
resulting to an under-funding ofKshs.l l7,l 14,688 or l30% olthe budget. Similarly. the
Fund spent Kshs.1,284,062,760 against an approved budget of Kshs.871,051,488 resulting
Io an over-expenditure of Kshs.413,0ll ,272 or l47Yo olthe budget.

190. I{owever. Management has disclosed that the work plan lor 2019/2020 with an approved
budget of Kshs.669,668,404 was implemented in the current tlnancial period of 2020/2021
The Fund therefore could not absorb all the funds meant for the year under review as there
were pending projects for 2019/2020 which were given priority.

l9l. In the circumstances, the Fund operated over and above the approved budget for the year
contrary to the Appropriation Act, 2018, the Supplementary Appropriation Act, 2018 and

Section 43 (b) of Public Finance Management Regulations, 201 5.Management was in breach
of the law.

Submissions by the Accounting Officer
192. The Accounting Officer submitted that the approved budget allocated lbr KRB pro.ject

during the financial year 202012021 was Kshs. 871 ,05 I ,488. He also contirmed the amount
of Kshs. 721,507,377 was received liom KRB during the year and the balance of Kshs.
149,544, I I I was accrued as receivable and later remitted to KWS on 7th July 2021 .

193. He lurther submitted that a total amount of Kshs 871,051,488 was received across 1wo

consecutive tinancial years: Kshs 721,507,377 in the financial year 2020/21 and Kshs
149,544,1I I in the flnancial year 2021/22. He further explained that the KRB bank account
accrued interest totaling Kshs. 32,429,423.00 in the tinancial year 2020121. He then
elaborated that this interest, when added to the actual receipts from KRB (Ksh. 721,507,377 -
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KRB + Kshs. 32,429,423-Interest income) during the financial year, amounted to a lotal of
Kshs. 753,936,800.00.

194. The Accounting Offlcer also submitted that the overall expenditure for the financial year

in review amounted to Kshs. 1,284,062,760. Fu(her when contrasted with the budgeted

amount of Kshs. 871 ,05 I ,488, there exists a variance of Kshs. 4l3,0ll ,272. He clarified that

this variance conesponded to payments made tbr rollover projecls from the preceding year

that were concluded and settled during the reviewed financial year as indicated in lhe table

below:

Observations of the Committee
195. The Committee observed that:

i. The amount ol Kshs 871 ,05 I ,488 was received across two consecutive tinancial years:

Kshs 721,507,377 in the flnancial year 2020121 and Kshs 149,544,1I I in the financial
year 2021122.

ii. 'Ihe funds received during the two financial years and interest earned have been verified
by the Auditor General but no documentary evidence on the utilization was provided.

iii. The Interest eamed amounting to Kshs.32.429,423 was budgeted for in the subsequenl

financial year 202012021 .

iv. The matter is resolved

Recommendations of the Committee
I 96. The Committee recommends that

APRP BUDCET
FY2020/21

(KSH)

ACTUAL F'Y

2020/21

(KSH)

VARIANCE FY

2020/21

(KSH)

Receipts

Road Maintenance Levy
FYAPRP 2020-2021

regular in addition to
Special allocation 871 .05 I ,488.00 72t,507 .377 149,544,fi1

Finance Income (lnterest) 32,429,423 (32,429,423)

Total received 871,051,488 753,936,800 tl7,tt4,,688

Expenditure
Administrative cost 25,204,827 t7,017 ,909 8.t86,9I8
Roads Works 845,846,661 I,267,044,851 (42 l ,198,190)

Total Expenditure 871,051,488 1,284,062,760 \413,011,272)
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Within three months of the adoption of this report, the Accounting Oflicer to provide
documentary evidence on lhe utilization oflhe interest accrued amounting to Kshs.
32,429,423 to ttheNational Assembly lbr veriflcation and

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC RESOURCES
d. Delay in Completion of Projects

197. Annex I to the linancial statements reflects schedule of unexecuted works and ongoing
works totaling to Kshs.l 8l ,683,632. Inctuded in this balance is Kshs.66,170,333 or 36% for
two (2) ongoing projects awarded in20l5l20l6 tinancial year. However, by the time ofaudit
in the month of June, 2022, percentage complelion of the two (2) projects was at 7570 and
7270 respectively.

r98 . The Management has however, explained the slow pace of implementation of these
projects was due to unfbreseen adverse weather conditions and inflation ol prices of basic
items for major works. In the circumstances, the value lbr money, elliciency and ellectiveness
ofthese projects may not have been derived due lo the delay in completing the projects.

Submissions by the Accounting Oflicer
199. The Accounting Officer submitted that the two contracts, namely

KWS/OT/PBC/R&F I l8l20l 5-2016 for the Rehabilitation and Perfbrmance-Based Routine
Maintenance of Old Murera Gate-Kindani-Juncr 22 in Meru National Park and
KWS/OT/PBC/R&F 120/201 5-2016 for the Rehabilitation and Performance-Based Routine
Maintenance of Elephant platform Kambi Mtamaiywa circuit road in Mt. Elgon National
Park were awarded during the financial year 2015-2016. The contracts. which commenced
on 9th May 2016, had a duration oi42 months.

200. He further submitted that the projecls were characterized as hybrid Perfbrmance-Based
Contracts (PBC), encompassing both rehabilitation and perlbrmance aspects, and were
executed over a period spanning three llnancial years. He turther explained that throughout
the rehabililalion phase. both projects encountered difficulties, including the impact of
unexpected adverse weather conditions and the inllation ofprices lbr essential items in ma.jor
construction works.

201. He also submitted that the challenges caused delays in project delivery, resulting in
variations in both the contract period and the contract amount. The completion of contract
KWS/OT/PBC/R&F /20/2015-2016 was accomplished on 29th September 2021 , and the tlnal
payment was processed on lOth October 2021 as had been attached completion certificate in.
I{e noted thal contract KWS/OTiPBC/R&Fll8l20l5-2016 was llnalized in February 2022
and the completion certillcates was provided lbr verification.

Observations and Findings of the Committee
202. The Committee observed that:
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l ll.

The percentage of completion for the projects in Meru and Mt. Elgon national parks

by June,2022 was at 7 5oA and 72o/o respectively.
The two projects lbr the Rehabilitation and Routine Maintenance of Old Murera
Gate-Kindani-Junct 22 in Meru National Park and the Elephant platlbrm Kambi
Mtamaiywa circuit road in Mt. Elgon National Park were complete and tender

contracl submitted: and

The matter is resolved.

its risk

e. Lack ofa Disaster Recovery Plan
203. During the year under review the F'und did not have a Disaster Recovery Plan in place

which details recovery procedures in place thal may lead to serious organizational and

institutional memory which may lead to loss of crucial data and intbrmation in case ol'
disaster. In the circumstances, i1 was not possible to confirm control measures put in place by
management to sal-eguard data and recovery in case of a disaster.

Submissions by the Accounting Officer
204. The Accounting Officer submitted that the Service initiated a vulnerability assessment and

penetration testing in September 2022 to assess the resilience of intemal systems against

cyber-attacks, ICT syslems tailure, and data protection risks. The assessment was conducted

by the National Computer and Cybercrimes Coordination Committee (NC4), and the results

identifled vulnerable areas, leading to specific recommendations that are currently being
implemented.

Observations and Findings of the Committee
205. The Committee observed thatl

i. the Fund did not have a Disaster Recovery Plan in place which may lead to loss

of crucial data and information in case of a disaster.
ii. 'fhat the F'und has since put in place a risk management policy but there was no

time limit provided to complete the disaster recovery plan.

iii. 'l'he matter is unresolved.

Recommendations of the Committee
206. The Committee recommends that:

Within three months upon the adoption of this report the Accounting Officer must submit
management policy of to theAuditor -General for audit verification;

5.2 Examination ofthe report of the Auditor-General for the FinancialYetr 202112022

a. Unsupported Projects' Expenditure
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207. As previously reported Annex I to the financial statements for 2020/2021 reflected
schedule ofunexecuted works and ongoing works totaling to Kshs.l8l, 683,632.lncluded in
this balance is Kshs.66, 170,333 or 36Yo for two (2) ongoing projects awarded in2015/2016
financial year. However, Annex I to the financial statements for 2021/2022 does not reflect
the projects status and no project completion ce(ificates were provided fbr audit. Further
Annex I 1o the financial statements for 202112022 contains six (6) projects awarded in
2020/2021 totaling to Kshs. l 14,658,00 8 or 35%o ofthe total outstanding uncertified projects
with completion percentages of between 40olo and 92%o.

208. The Management has not provided reasons for non-completion of the projects. In the
circumstances, the accuracy and completeness ol the ongoing and unexecuted projects
balance of Kshs.330,397,532 could not be confirmed.

Submissions by the Accounting Officer
209. The Accounting Officer submitted that he initiated the awarding of two contracts, namely

KWS/OT/PBC/R&F I I 81201 5-2016 for the Rehabilitation and Performance-Based Routine
Maintenance ofl Old Murera Gate-Kindani-Junct 22 in Meru National Park and
KWS/OT/PBC/R &F l20l20l 5-2016 for the Rehabilitation and Performance-Based Routine
Maintenance ol Elephant Platform Kambi Mtamaiywa Circuit Road in Mt. Elgon National
Park. He confirmed that the contracts were granted during the financial year 201 5-201 6, with
a contract period of 42 months starting from May 9, 2016. He then stated that the projects,
characterized as hybrid Performance-Based Contracts (PBC), involving both rehabilitation
and performance aspects, were executed over a period spanning three financial years.

210. He also submitted that throughout the rehabilitation phase, the two projects encountered
emerging challenges, including the impact of unexpected adverse weather conditions and a
rise in the prices of essential materials needed for major works. He flrther explained that
these difficulties led to delays in the delivery ofthe projects, necessitating adjustments to the
contract period to ensure the completion oftasks and modifications 1o the contract amount.

2l I . He f urther submitted that the completion ol contract number
KWS/OT/PBC/R&F12012015-2016 was accomplished on September 29,2021, with the final
payment processed on October 10, 2021. Further contract number
KWS/OT/PBC/R&Fll8l20l5-2016 was concluded in February 2022 and attached copies of
completion certi fi cate.

212. The six (6) contracts, with a combined value ofKshs I 14,658,088, awarded in 2020/2021,
were carried out during the fiscal year 202112022. However, he explained that the contracts
fbced setbacks, including adverse weather conditions, causing delays in the execution ofthe
works. The projects were eventually completed in the iinancial year 2022123 and had been
lully compensated. The copies ofthe payment vouchers were provided for audit verillcation.

Observations and Findings of the Committee
213. The Committee observed that;
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lIl

The percentage of completion for the projects in Meru and Mt. Elgon national
parks by June,2022 was at 7 5o/o and 727o respectively.

The two pro.iects for the Rehabilitation and Routine Maintenance of Old Murera
Gate-Kindani-Junct 22 in Meru Nalional Park and the Elephant plattbrm Kambi
Mtamaiywa circuit road in Mt. Elgon National Park were complete and tender

contract submitted; and

The matter is resolved.

Recommendations of the Committee
214. The Committee recommends that:

The Accounting Oflicer must at all times ensure timely submission of accounting documentation

required for audit during the audit as per the provisions of Section 3 I (4) of the Public Audit Act,
201s.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC RESOURCES

b. Unapproved Payment of Contingencies
215. A review of Bill ofQuantities for tenders awarded and paid during the 202112022 financial

year revealed that contractors made provisions lbr contingencies amounting to

Kshs.40,821,578 which were paid during the year under review. llowever. the contract
variation and amendments emanated tiom the procuring Entity and were neither reviewed by
an evaluation committee, nor submitted through the Head of Procurement or to the

Accounting Ofticer for approval.

216. This is contrary to Regulation I 32 ( I ) and (2) ofthe Public Procurement and Asset Disposal
Regulations, 2020 which states that Contract variations or amendments envisaged under

Section 139(l)(b) of the Act for goods, works and services may either emanate from
Procuring Entity on its own volition or from the contractor, and (2) Any variation request

shall be reviewed. The payment ofcontract variations and amendments without review by an

evaluation committee may result in misappropriation of funds. ln the circumstances, the

management was in breach of the [aw.

Submissions by the Accounting Oflicer
2'17 . The Accounling Olflcer submitted that the mentioned ligures relate to:

a) The emergency components of seven (7) Perlbrmance-Based Contracts, amounting to
Kshs.29.l 13.872.00.

b) Contingency provision within eleven ( I I ) contracts, summing up to Kshs I I ,707 ,706.58.

Use of Emergency Amount-under PBCs- 29,113,872

218. The Accounting Ofllcer submitted that the emergency works undertaken were envisaged

in the Perfbrmance Based Contract (PBC) hence there were no variations. He also clarified
that although Kshs 29,113,872 was budgeted for emergency works, Kshs 25,191,583.62 was

spenl resulting in a saving ofKshs 3,922,289. The PBC contracts incorporated rehabilitation,
maintenance and emergency works which were all scoped in the contract. He also clarified
that due to the nature of occurrence of emergencies in park roads and the need for quick
response on rectification as per the contract's provisions on timelines, the Resident engineers

47



normally requested to utilize the emergency fund. He also stated that Kshs 25,191,583.62
was spent on such emergency works and were duly approved inFY 2021122.

219. He lurther submitted that the response times, fbr example. cleaning of the carriageway tbr
an unpaved road in PBC Guideline, was set as within 24 hours after the occurrence of lhe
event. He also explained that in Emergency cases, the Engineer is obligated 1o approve its
execution in less than 24hrs and utilize the amount set out under the emergency component
of the Bill of Quantities. The extract of the Performance Standards lbr Unpaved Standard
Road was provided tbr verification.

Use of Contingency Amount-Kshs 11,707,706.58
220. The Accounting OlIcer submitted that during the implementation ol FY202 I -2022 RMLF

projects, the following batch ofcontracts had significant rearrangement ofquantities of items
of works within the contract sum and completion dates, hence requiring evaluation under
contract variations.

Contracl No Contingency

Amount
(Kshs)

Remarks Approval Ref

KW S/OT/RMLF / 42 / F Y 2O2O -

2021
t,732,224.13 This contract had

an appraisal

leading to

substantial change

in quantities of
work

beyond the 20%

allowed in the Act

Signed and

approved

Evaluation Report

for Works

appraisal and

Extension of time

report dated 25th

March2022.

KWS/OT/TPF/4 | t F Y 2020 -

2021
2.465,968.00 Note that this

project was funded

under

Tourism

Promotion Fund

and not RMLF.
This contract had

an appraisal

leading to

substantial change

in quantities of
work
beyond the 207o

allowed irt the Act

Signed and

approved

Evaluation Report

for Works

appraisal and

Extension of time
report dated 25th

March 2022.
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KWS/OT/RMLF / 50 IF Y 2O2O -

202t
2,643,548 This contract had

an appraisal

leading

to substantial

change in
quantities of
work beyond the

20% allowed in the

Act

Signed and

approved

Evaluation Report

for Works

appraisal and

Extension of
time report

l Sth July

2022.

dated

KWS/OT/RMLF I 5 1 IFY 2O2O-

2021

l ,82 I ,760. l0 This contract had

an appraisal

leading

to substantial

change in
quantities of
work beyond the

20% allowed in the

Act

Signed and

approved

Evaluation Report

for Works

appraisal and

Extension of
time report dated

7th June

2022.

Total 8,663,500

221. He further submitted that the following works experienced rearrangement of quanlities

within the existing items ofwork, rates quoted, and the contract sum as guided by Clause 13,

51, & 52 of the General conditions of contract (FIDIC).

Contract No. Contingency Amount (Kshs)

KWS/OT/RM LF / I 7 / F Y 2020 -202 I 458,615.99

KWS/OT/RMLF lzt I FY 2020-2021 329,475.00

KWS/OT/RM LF I 22 /2020 -2021 979,838.85

KWS/OT^IMLF t 43 /2020 -2021 r 76,1 28.80

KWS/OT/RMLF I 4 4 I 2020 -202 t 226,371.60

KWS/OT/RMLF I 52 I 2020 -202t 381,506.00

KWS/OT/RMLF / 54 /201 7 -20 I I 492,270.00

Total 3,044,206
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222. The above rearrangement ol items of work were done within the existing rates in the
contract and did not exceed the contract sum.

Observations and Findings of the Committee
223. The Committee observed that:

i. The Fund's contractors made provisions lbr contingencies amounting to
Kshs.40,82l ,578 which were paid during the year under review however, the contract
variation and amendments were neither reviewed by an evaluation committee/
Accounting Otficer nor submitted through the Head of Procurement;

ii. Management was in breach of Regulation 132 ( l) and (2) of the public procurement

and Asset Disposal Regulations. 2020; and
iii. The matter remained unresolved.

Recommendations of the Committee
224. The Committee recommends that:

i. The Accounting Oflicer must ensure that the resources ofthe Service are used in a way
that is lawful and authorized and effective, efficient, economical and transparent in
compliance with section 68( I ) of the PFM Ac1 20 I 2.

ii. The Accounling Officer must at all times ensure that all applicabte accounting and
Financial control systems, slandards laws and procedures are tbllowed when procuring
or disposing of goods and services in compliance with secrion 68(2) of the pFM Act
2012.

c. Irregular Evaluation ofTender
225. As disclosed in Note 3 to the financial statements, the statement of linancial perlbrmance

reflects certified works amount of Kshs.80l,35l,l43. Included in the amount is a payment of
Kshs.22,852,288 to a contraclor for routine maintenance of certain roads in Ruma National
Park. The tender for purchase ofroutine maintenance ofcertain roads in Ruma National Park
was advertised on MyGov publication on 28 September 2021. Four (4) bidders submitted
their bids. two (2) bidders proceeded 1o technical and financial evaluation stages and a
conslruction company were recommended for the award vide letter of notification of award
dated 2l December 2021 at a winning bid price of Kshs.22.852,28 7.

226. The contractor accepted the ofler and a contract signed on l4 January 2022.However, the
lbllowing anomalies were noted:

i. The winning bidder did not give the correct information with regards to litigation
history in his bid documents which was a requirement. The bidder had an active
court case al the Tax Appeals Tribunal under Appeal Number 132 ol 2021 with
regards lo a tax arrears dispute with the Kenya Revenue Authority. In addition, the
bidder submitted a bid documenl that was not well paginated which was a

preliminary criterion. These two observations would have rendered the biddel
and non-responsive at the preliminary evaluation stage.

The contract awarded was not reported to the Authority as required under Regulation 60 of the
Public Procurement and Asset Disposal Regulations, 2020. neither was the contract details
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uploaded into the Public Authority website as required under Section 
,l38(l-3) of the Public

Procurement and Asset Disposal Act, 2015. In the circumstances, Management was in breach of
the law.

Submissions by the Accounting OIIicer
227. The Accounting Officer submitted that the committee depended on the bidder's response

regarding litigation, which was confirmed through a power of attomey as an instruction for
the tender process. He further elaborated that the absence of a procurement system had

impeded the reporting and uploading of awarded contracts. The Service was collaborating
with the National Treasury for the installation of IFMIS.

228. He further submitted that despite this challenge, quarterly reports containing the list of
awarded contracts were prepared and submitted to the Authority and confirmed that the
contracts are published on the KWS website.

Observations and Findings of the Committee
229. The Committee observed thatl

i. The management did not undertake comprehensive due diligence and awarded a

contract to a bidder who had an active court case at the Tax Appeals Tribunal under
Appeal Number 132 of 2021 with regard to a tax arrears dispute with the Kenya
Revenue Authority:

ii. The contract awarded was not reported to the Authority as required under Regulation
60 ofthe Public Procurement and Asset Disposal Regulations 2020.

iii. The management was in breach of the [aw.
iv. The matter is unresolved.

Recommendations of the Committee
230. The Committee recommends that:

i. The Accounting Ol}icer must ensure that all applicable accounting and financial
controls, systems, standards, laws and procedures are followed when procuring or
disposing of goods and services in compliance with section 68(2)(e) ol the Public
Finance Managemenl Act, 201 2.

ii. Within three months upon adoption of this report,the Public Procurement and Asset
Disposal Authority to initiate investigation under section 35 of the Public
Procurement and Asset Disposal Act, into the procurement and contract signed on l4
Jantary 2022.

d. Non-Rotation of the Ad Hoc Evaluation Committees
231 . A review ofthe various procurement processes for the certified works unde(aken by the

Fund during the year revealed that, the members of the Ad Hoc Evaluation Committees were
not appointed on rotational basis since the same members evaluated very many tenders

relating to the Fund over the course of the two (2) financial years without being rotated as

summarized below:
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Tender Number
Committee

Evaluation Evaluation Committee Date of
Appointment

KWS/OT/RM LF / 06 -3 0 I 2020 -

2021
Edwin Wanyonyi-Chair,
Walter

Ochieng-Member, Micah
Aiyabei-Member and Peter

Mathenge-Member

4 December,

2020

KWS/OT/RMLF / 42.43 &.44 I 2020-
2021

Edwin Wanyonyi-Chair.
Walter

Ochieng-Member, Micah
Aiyabei-Member and Peter

Mathenge-Member

8 March,202l

KWS/OT/RMLF I s0,5 1,52/2020-

2021

Edwin Wanyonyi-Chair,
Walter

Ochieng-Member, Micah
Aiyabei-Member and Peter

Mathenge-Member

I 5 June, 2021

KWS/OT/RMLF /04 -21 12021 -

2022
Edwin Wanyonyi-Chair,
Walter

Ochieng-Member, Micah
Aiyabei-Member and Peter

28 October,202l

232. This is contrary to Regulation 29(l)(a) of the Public Procurement and Asset Disposal
Regulations, 2020 which states that, the ad hoc evaluation committee established and

appointed under Regulation 28 of these Regulations shall consists of at least three (3)
members appointed on rotational basis comprising heads of user departments or their
representatives. In the circumstances. the Management was in breach of the law.

Submissions by the Accounting Officer
233. The Accounting Offlcer submitted that as mandated by Section 46(l) of the Act, the

Service appointed an evaluation committee from the existing staff, incorporating individuals
with the necessary expertise. The committee consisted of a chairman at the director level, a
deputy director (Corporate Service) from the user department, a technical officer from the

depa(ment (Roads), and the Head of Finance, all possessing the requisite expertise in the

relevant procurement fi eld.
234. He further submitted that committee members did not participate in any other procurement

processes conducted by KWS during the specified period. He acknowledged that the

52



management acknowledged the recommendation and commits to ensuring compliance with
this requirement in future appointments of evaluation committees.

Observations and Findings of the Committee
235. The Committee observed that;

i. The members of the Ad Hoc Evaluation Committees were not appointed on rotational
basis over the course ofthe two (2) linancial years contrary to the Public Procurement
and Asset Disposal Regulations, 2020;

ii. The matter is unresolved.

Recommendations of the Committee
236. The Committee recommends that;

i. The Accounting Oflicer must always comply with the provisions of Regulation 29

ol the Public Procurement and Asset Disposal Regulations in appointing members

of the ad hoc evaluation committee.
ii. Within three months upon the adoption of this report, the Public Procurement and

Asset Disposal Authority to initiate investigation under section 35 of the Pubtic

Procurement and Asset Disposal Act, into the matter.

e, Anomalies in Tarmacking of 22 Kilometers Road at Amboseli National Park
237. The Management awarded two (2) Contracts to carry out road works on twenty-two (22)

kilometers Tarmac Road where each contractor was awarded I I kms. The first Contract
agreement was entered into between Kenya Wildlife Service and a construction firm on lTrl'

September 2021 lbr rehabilitation of Kimana Gate-Ngong VEG Farm (Road Cl03)/Kimana
Gate-Amboseli lJeadquarters I I kms Road at a conlracl sum of Kshs. I 05,283,708 with a

contract period olsix (6) months. The second contract agreement was entered into between

Kenya Wildlife Service and a Construction Company on 7 October 2021 to carry out
rehabilitation of l lkm of Ngong VEG Farm Gate Kimana JUNCT (Road C I 03) at a contract
sum of Kshs.72,554,632 with a contract period of six (6) months.

238 However, the fbllowing anomalies were noted:
Although the two sections of the roads are equal (llKm), the contract sum for each

section was different. However, the Management has not explained the reasons for the

variance of Kshs.32,729,076 in the contract sums for the roads. Audit inspection canied
out during the month of July,2022 observed that the construction works were not yet
completed despite the expiry of six (6) months period stipulated in the contract;
Further, the road diversions had a lot ofdust as there was either very little or no water

poured on the diversions, hence posing healthy risks to the tourists using the road to
visit the park; and
The Management did not provide approval documents to conflrm contract extension.

In the circumstances, value lbr money may not have been derived from the two projects.

ii)

i)

ii i)
239.

Submissions by the Accounting OlTicer
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240. The Accounting Officer submitted that the above diflbrence ol Kshs.32,729,076 emanating
from the comparison of the two contract sums was due to:

a) He verified that the existing site conditions were varying along the longitudinal profile of
the road from KM 0+000 TO KM 22+000. He also stated the specific needs on the various
sections along the road informed their scope of works. Along Kimana gate - Ngong Veg
Farm, the road profile was low and needed to be raised to avoid being washed offduring
the rains. He also added that this section ofthe road is in the low-lying region olAmboseli
National Park and massive drainage work had to be carried out in this section. (Contracts
were lotted into two different tenders with dissimilar site conditions). He therefbre
explained thal each had a difference in quantities as per the bill ofquantities. He noted that
the Employer's budget lor the two contracts as indicated in tender document page 2l (tbr
both tenders were also diflerent. He also stated that this declaration was known to all
bidders during the tendering process.

b) The rates fbr each item of work quoted by the two contractors were dift'erent.

c) The other notable dilTerence, was the supervision vehicle, attendance to resident Engineer's
staff loaded on contract no KWS/OT/RMLF150/2020-2021 as summarized in the table
below:

S/

N

o

Description CONTRACT No.

KWS/OT/RMLF/50t2020
-2021

CONTRACT No.
KWS/OT/RMLF/
5t/2020-2021

Remarks

I Contract

Name

Rehabilitation ol Kimana
Gate-Ngong Veg Farm

(Road C 103)/Kimana

Gate Amboseli Park Head

quarters

Rehabilitation of
Ngong Veg Farm

Gate-Kimana

Junct
(Road Cl03)

2 2

Employer's
Budget
(KES)

120,000,000.00 100,000,000.00 The Employer's budget for

the two
contracts as indicated in
tender

document page 2l
(Appendix to

Instruction to bidders) for
both

tenders was also different.
See

Annex VIII
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3 Contract

Sum(KES)
105,283,708.99 72,554,632.65

Selected Major Differences in Scope of items of Work

4 Contract

Lenglh(KM)
13.3 r 0,8

5 Tarmac

length
(KM)

l1 10.8

6 Gravelling
Length

(KM)

2.3 Nil

7 Earthworks

Quantities
(M3)

13,608 8,748 Contract No.

KWS/OT/RMLF/5012020-
2021

required more fill to raise

the

existing road profile than

contract

KWS/OT/RMLFtSt/2020-
2021

8 Protection

works using
gabions

640 1,240 Contract No.

KWS/OT/RMLF/5012020-
2021 was

located at a low lying area

experiencing drainage

issues as

opposed to Contract No.
KWS/OT/RMLFls112020-
2021

Observations and Findings of the Committee
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241.
i.

The Committee observed that:
The dillerence between the Kshs.32, 729.076 emanating from the comparison of the
two contract sums was due to the varying scope of works for the two sections of the
road in which the Auditor General verilled.
The two contracts of Kimana Gate-Ngong VEG Farm (Road C 103)iKimana Gate-
Amboseli Headquarlers and Ngong VEG Farm Gate Kimana JUNCT (Road Cl03)
were complete and are in use.

Management did not provide documentary evidence of approval for the extension of
the contract
The matter is partially resolved.lv

Recommendations
l-he Committee recommends that-
Within three monlhs upon the adoption of this report. the Accounting Otlicer to provide
documcntary evidence ofthe approval for extension of the contract and the effect ofthe extension
to the contract sum to the Audilor General lbr veriflcation.

f. Budget Over-Expenditure
242. The statement o[' comparative budget and actual amounts ref]ects total budgeted

expenditure of Kshs.65l, 338,776 against aclual expenditure of' Kshs.830.23 1.8 l9 resulting
in over- expenditure of Kshs.l 78,893.043 or l27Yo of the total budget. 'fhe Fund operated
over and abovc lhe approved budget lbr the year contrary to the Appropriation Act. 201 8, the
Supplementary Appropriation Act, 2018 and Regulation 43(b) of the Public Finance
Management (National Govemment) Regulations. 2015.

243. In the oircumstances, Management was in breach of the law.

Submissions by the Accounting Officer
244. The Accounting Officer submitted that a total expenditure ol Kshs. 830,231.819,

comprised of Kshs. 801,351.143.47 allocated to road works and Kshs. 28,880,676 designated
for administrative activilies during the reviewed year. He explained that within the sum, Kshs.
459,249,477.'13 represented funds carried-over fbr ongoing projects, with certiticates
finalized fbr payment in the same period. He clarilled thal Kshs. 370.982.342 accounted for
the actual works and administrative tasks conducted during the reviewed year, funded fiom
the budget of Kshs. 651 ,338,776 lbr the financial year 202112022.

Observations of the Committee
245. The Committee observed that:

i. Management overspent Kshs. 178,893,043 or l27Yo of the total budget allocation of
Kshs.65l, 338,776 in contravention of Regulation 43(b) of the Public Finance

Management (National Govemment) Regulations. 2015.
ii. Kshs.459, 249.477.13 was relating to brought fbrward funds lbr ongoing works whose

certiticates crystalized for payment during the year under review.
iii. The matter is unresolved.

Recommendations of lhe Committee
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246.
i.

The Committee recommends that;
Within three months upon the adoption of this report, the Accounting Officer to provide
a list olall projects ofthe previous year and current year that rolled over to the Auditor
General for audit verification; and

The Accounting Officer must ensure that all applicable accounting and financial
controls, systems, standards, laws, and procedures are followed in the preparation of
the financial statements in compliance with Public Finance Management Act, 2012 and

in accordance with the standards prescribed by the Public Sector Accounting Standards

Board as per Regulation l0l(4) of the Public Finance Management (National

Govemment) Regulations, 201 5.

ll

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

g. Non-Maintenance of an Imprest Register
247. The statement of financial performance reflects amount of Kshs.28,880,676 in respect of

other roadworks expenses as disclosed in Note 4 to the financial statements. Included in the

expenditure is an amount of Kshs.l0,l05,l75 which was incurred on domestic travel and

subsistence. However. no imprest register was provided for audit review.

248. This is contrary to Regulation 93(4, c) of the Public Finance Management (National
Govemment) Regulations, 2015 which requires the Accounting Oflicer to ensure that the

applicant ol the temporary imprest has been recorded in the imprest register including the
amount applied fbr. In the circumstances, ellective management of imprest register could not
be confirmed.

Submissions by the Accounting Officer
249. The Accounting Officer submitted that management oversees the maintenance olboth soft

and manual Imprest registers. He contirmed that the soft copy has since been updated and

was ready for audit verification. He also stated the new guidelines on imprest management,

aimed at addressing any shortcomings, had been introduced and implemented by
managemenl through a circular dated May 3'l ,2023.

Observations of the Committee
250. The Committee observed thatt

i. An imprest register was not provided for audit review and hence, an amount of
Kshs. 10,105,175 issued as imprest was not verified.

ii. Management has prepared a soft copy of the Imprest regisler which was not
verified.

iii. The matter is unresolved.

Recommendations of the Committee
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25 I . The Commiltee recommends that:
i. Within three months upon the adoption of this report, the Accounting Ofljcer must

submit the updated imprest register and supporting documentation relating to
Kshs. I 0,I 05,I 75 to the Auditor General for audit verification:

ii. The Accounting Oflicer must comply with the provisions Regulation 93(4) of the
Public Finance Management (National Govemmcnt) Regulations. 201 5 which
requires that the applicant ofthe temporary imprest should be recorded in the imprest
register including the amount applied lbr; and

iii. The Accounting OtIcer must ensure that all applicabte accounting and tinancial
controls, syslems, standards, laws. arld procedures are fbllowed in the preparation ol
the financial statements in compliance with Public Finance Management Act, 2012
and in accordance with the standards prescribed by the Public Sector Accounting
Standards Board as per Regulation l0l(4) of the Public Finance Management
(National Government) Regulations, 201 5.

h. Irregularities in the Management of Temporary Imprest
252. The statement ol financial perlormance reflects amount of Kshs.28,880,676 in respect of

other roadworks expenses as disclosed in Note 4 to the financial statements which includes
domestic travel and subsistence amount ofKshs.10,l05,l75. Included in the expenditure is
an amount ol Kshs.5,042,380 irregularly paid out to ofticers in form of group temporary
imprest. This is contrary to Regulation 9l (2) of Public Finance Management (National
Government) Regulations. 20 t 5 on Management of impresr which provides for issue of
imprest to individual and not to a group.

253. Further, it was also not possible to conllrm whether each oflicer individually accounted fbr
the imprests received as required by Regulation 93(5) of the Public Finance Management
(National Government) Regulalions, 2015. In addition, there was no evidence to show that
the oflicers received the imprests as some oftlcers did not sign on lhe payment schedules
attached to lhe vouchers. In the circumstances, etficient and eflective controls in management
of temporary impresl could not be confirmed.

Submissions by the Accounting Officer
254. The Accounting Officer submitted that the imprests underwent proper processing.

approval, authorizalion, and utilization for their designated purposes. He clarifled that
individual offlcers also sign payment vouchers as acknowledgment of receiving the funds.
He stated the new guidelines for imprest management, aimed at rectifying any deticiencies.
had been introduced and implemented by management. He turther confirmed that these
guidelines are detailed in a circular dated May 3 I , 2023.

Observations of the Committee
255. The Committee observed thatl

i. Management issued and paid imprest olKshs. 5,042.380 to ollicers as group lemporary
imprest instead of being paid to individuals, contrary to Regulation 93( 12) of the PFM
National Government Regulations. 201 5.

ii. The matler is unresolved.

Recommendations of the Committee
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256. The Committee recommends that;
The Accounting Officer must comply with Regulation 93(12) of the PFM National Govemment

Regulations, 2015 when issuing imprest.
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2. Hon. Dawood Abdul Rahim, HSC, MP - Vice Chairperson
3. Hon. Eve Akinyi Obara, MP
4. Hon. Charles Ngusya Nguna, MP
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6. Hon. Erastus Kivasu Nzioka, MP
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OFFICE OF THE AUDITOR GENERAL

I . Mr. David Osiemo - Auditor/parliamentary Liaison Oflicer
2. Mr. James M Njeru - Deputy Director OAG
3. Mr. Damianess O Oyacho - principal Auditor

THE NATIONAL TREASURY
I . Mr. Lawrence Kwiriga - TNA SNR ACCTS

NATIONAL ASSEMBLY SECRETARIAT
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ROAD MAINTENANCE LEVY FUND (KENHA)
I . Eng. Kung'u Ndung'u - Director Ceneral
2. Eng. Daniel S Cherono - Director Maintenance
3. Mr. Stephen Ngang'a - Assistant Director Finance
4. Mr. Samuel Gatiba - Senior Accountant
5. Mr. James Bowan - RMLF (KENHA)

M I N. NA/AA&SC-SFAC/2023/026: PRELIMINARIES
The Chairperson called thc meeting to order at 09.35 a.m., followed by a word of prayer and
introductions.

The following agenda was adopted as circulated:

l. Prayers

2. Preliminaries/lntroductions
3. Examination of the Audited Financial statements of the Road Maintcnance Lerry Fund

(KENHA) for the financial years 202012021 and 202112022
4. Any Other Business

5. Adjoumment Date of the next meeting.

After that. Eng. Kung'u Ndung'u Director General, Kenya National Highways Authority took the
witness oath and tabled the Management responses and supporting documents on the audited
accounts of the Road Maintenance Levy Fund, (KENHA), for Financial Y ears 20201202'l and
2021/2022.

MIN. NA/AA&SC-SFAC/2023/027: EXAMINATION OF THE AUDITED
FINANCIAL STATEMENTS OF THE ROAD MAINTENANCE LEVY F'UND (KENHA)
FOR THE FINANCIAL YEARS 2O2Ol2021 AND 2O2INO22

Road Maintenance LerT Fund (KENHA) for the Financial y ear 2020t2021

l. Unsupported Cash and Cash Equivalents
The statement of financial position reflected cash and cash equivalents balance of Kshs
10,197,835,027. The balance included a call deposit balance of Kshs 981,255,555, for which a
bank reconciliation statement was not provided for audit.

Submissions by the Accounting Oflicer
The Authority places not-immediately-required lunds in high-yielding call deposits in line with
the National Treasury Circular No. 4/2017. Considering this guideline, the Authority placed Kshs
I,500,000,000 in the co-operative Bank call deposit account, out of which Kshs 981,255,555 was
lrom Fuel Lcvy Fund awaiting payment for certified work done by Contractors.



A ccrtificate ol'bank balancc of Kshs 1,500,000,000 from lhe Co-operarive Bank call deposit
account as at 30th June 2021 was provided to the Auditor.

Findings and Observations of the Committee
The Auditor informed the Committee that the matter was addressed since the bank cerrificate for
cooperative Bank call-deposit account had been provided and verified.

2. Variance in Development Project Expenses
The statement ofFinancial Performance reflected development projects expenses amount ofKshs
2'074,878,851. However, Kenya Roads Board records reflected Kshs 2,100,000,000 for the same
resulting in an unexplained and unreconciled variance of Kshs 25,12 I , I 49.

Submissions by the Accounting Officer
The amount of Kshs 25, 12 I ,149 was not received by the Authority from KRB. The Authority
could only account for the funds received by itself.

Findings and Observations of the Committee
i. The Auditor informed the Committee that the matter was partially resolved since the

Authority had fully accounted for Kshs.2,074,878,851 they received from KRB but the
unreconciled balance of Kshs.2S,l}l,l49 was still not addressed.

ii. The Accounting Officer was instructed to reconcile with the Ministry and to subsequently
submit the relevant documents to the Auditors for verification.

3. Budgetary control and Performance
The statement of comparison of budget and actual amounts reflected actual expenditure on Kshs
21,686,652,587 against a budgeted amount of Kshs 29,039,333,029 resulting in under-absorption
of Kshs 7,352,679,442 or 25vo of the budget which affected the planned activities and may have
impacted negatively on service delivery to the public.

Submissions by the Accounting Officer
This scenario resulted from delayed commencement of some maintenance projects resulting from
contractors' delayed submission of Performance Bonds and All fusk Insurance policies. However,
most of the contractors who delayed commencing works expedited maintenance works during the
financial year with the intention of recovering lost time. The underspent amount of Kshs.
7,352,679,442 as indicated above was fully absorbed by the respective projects within the lst
quarter of FY 2021 12022.

Findings and Observations of the Committee
The Auditor informed the Committee that the matter was addressed since the amount was absorbed
in the subsequent year.



Road Maintenance Lery Fund (KENHA) for the Financial y ear 202112022

l. Unreconciled Difference bctween unpaid Projects Amounts and cash and cash
Equivalents Balance.

The fund had an approved budget of Kshs.28,266,494,344 covering 462 road projects for the year
ended 30 June,2022. The budget was fully funded by the Kenya Roads Board during the year.
Further review indicates that payments totalling Kshs.25,408,126,3 83 were made for work done,
leaving an unpaid balance of Kshs.2,858,367,961 as of30 June 2022. However, the statement of
financial position reflects a cash and cash equivalents balance of Kshs.1,707,746,685, which is
less than the unpaid balance of Kshs.2,858,367,961 . The difference of Kshs.l,l50,62l,276had not
been reconciled.

Submissions by the Accounting OITicer

The cash at Bank amounting to Kshs.1,707,746,685 was the result ol receipts net of payments,
whereas the carry-over balance of Kshs .2,858,361,961 was the approved budgeted resources for
road maintenance works that had not been absorbed as at 30th June 2022. The Authority accrues
its expenses and recognizes them in its accounts as expenditures even ifnot yet paid, as opposed
to cash accounting, which only recognizes expenses once paid. In this regard, unabsorbed
resources will not equal the cash in the bank.

Findings and Observations of the Committee
The Auditor informed the Committee that the matter was addressed since the Authority uses an
accrual reporting framework. The Kshs.2,85 8 ,367,961 was part of receivables from KRB.

2. Road Maintenance Levy Fund
The statement of financial performance as disclosed in note I to financial statements, reflected
funds received from Kenya Roads Board (KRB) amounting to Kshs 32,373,694,094. However,
records maintained by Kenya Roads Boards reflect disbursements totalling Kshs 44,342,887,917,
resulting in a variance of Kshs I I ,969,203,833, which was not reconciled or explained.

Submissions by the Accounting Officer
The above amount of Kshs. 32,37 3,684,084, reflected in the Authority's books, was arrived at after
considering reliable documents from the Kenya Roads Board in line with Accounting for
Government Grants as contained in Intemational Public Sector Accounting Standards. The
Authority is not aware of the alleged Kshs.44,342,887,917 recorded in the Board's books neither
was the Kshs. 44,342,887,917 disbursed to the Authority in the financial year ended 30rl June
2022.



The Authority received a total of Kshs. 32,373,684,0&4 from KRB through the state Department
for infrastructure being RMLF for FY 2021/2022

Observations of the Committee
i. The committee requested the auditor to communicate with the Kenya Roads Board to

verily the veracily of the I I billion.
ii. The Auditor informed the Committee that the matter was partially resolved since the

Authority had fully supporred the Receipts of Kshs.32,3 73,684,084, but the variance of
Kshs.l I .969,203833 berween KRB and KeNHA records was still
unexplained/Unreconciled.

3. Unauthorized Retention of Receipts.
The statement of financial performance reflected finance income of Kshs.149,517,064 being
interest eamed from Road Maintenance Levy Fund (RMLF) funds and other income of
Kshs.9,l77,58l in respect to liquidated damages charged to various contractors, both totalling
Kshs. 158,694,645. However, the amounts were not appropriated in the Authority's budget, which
is an indication that the revenue should have been surrendered 1o The National rreasury. No
evidence indicated that the amount was surrendered to The National Treasurv.

Submissions by the Accounting Ofticer
The interest income and liquidated damages were included in the Operations and Administration
Budget for FY 202112022 which had provisions ofKshs. 870,000,000 and Kshs.50,000,000 for
Interest income for all bank accounts and other incomes, inctuding liquidated damages for all
projects.

The operations & Administration Budget FY 202l/2022 was approved by the Authority's Board
of Directors on 28s January 2021 and duly uploaded into the GIMIS platform on l7u February
2021.

Observations of the Committee
The Auditor informed the Committee that the matter was addressed since the authority provided
the approved budget for the year incorporating the expected interest.

ll.

a) Performance-Based contract for Maintenance of Narok -Ngoswani (Bl3l) Road
Performance Based contract for Maintenance of Narok-Ngoswani (B l3l) road was
awarded to a contraclor vide contract No.KeNHA,/RD/RA&CN,I/3360 /2021 at a contract
sum of Kshs.310,166,470 and was to commence on l6 August, 2021 for a period of36
Progress status report as at 30 June,2022 indicated 5.g5% physical progress versus 3l7o
elapsed time.
A physical inspection conducted in February 2023 indicated physical progress of 30.04%o
against 50.04% elapsed time, an indication that the project was behind schedule.

Iu.



lv There was, however, no evidence of damages deductions from the contractor despite
express authority vide section 47.1 (b) of the particular conditions of the contract
specifying that Kshs.50,000 per month per pothole will be deducted from the contractor as
damages for not attending to potholes within 48 hours ofexcavation.

Submissions by the Accounting Oflicer
i. There was a significant improvement in physical progress noted. As at 3lsrMarch,2023,

progress stood at 36% compared to 5.58% as at the date when the last notice ol slow
progress was issued. It was anticipated that ifthe Contractor continues with the same pace
of work, they will be able to complete the works in time as provided for in the works
contract.

ii. The potholes were rectified by the Contractor, and the deductions for the initial non-
compliance amounted to Kshs.200,000 in line with clause 47.1 (b) of the conrract was
applied in IPC No. 4. as liquidated damages.

Observations of the Committee
The Auditor informed the Committee that the matter was addressed since the latest project briefs
indicated that the contractor had made noticeable progress in the implementation ofthe works and
the Potholes had been sealed.

b) Periodic Maintenance of Njoro- Mau Summit (8129)
Periodic Maintenance of Njoro-Mau Summit (B129) was awarded vide contract
No.KeNHA/RD/RA&CM/3396 /2021. Tlte works were to commence on 26 August 2021, with a
completion date of 25 February 2023. Physical verification in February 2023 revealed 80.20%o
physical progress against 95.45% elapsed time, an indication that the project was behind schedule.
The following observations were also made: The contractor had not done surface dressing works
on 7 km and river training works, and the road shoulders in the Keringet area were being swept
away and had not been repaired, though work was paid for and put into question the quality of
shoulder works.

Submissions by the Accounting Oflicer

The contractor substantially completed the works on 24th February 2023, including the
outstanding 7km of surface dressing. The contractor requested the project inspection. This process
is done to all projects before the project takes over. To this end an lnspection & Acceptance
committee has been constituted to carry out this exercise and prepared their repo( for
Management consideration.



Findings and Observations of thc Committee
l'he Auditor informed the Committee that the matter was addressed since the contractor had
substantially completed the project and inspection done.

c) Performance Based Contract for Maintenance of Junction (889) Madogo (Bg9)-
Modika (A3) Road

(i) There were no signs that the contractor was on site,
(ii) There were blocked culverts especially in Garissa Town while works was slill incomplete.
(iii) Drainage has dumped garbage and overgrown vegetation,
(iv) Most road signs had been vandalised,

1v; De-siltation of drainage and culverts as detailed on the contract was not done in Garissa
Town,

(vi) Between the main bridge separating Garissa town towards Madogo, there is conspicuous
and strong erosion ofthe roadside especially the road shoulders and the road reserves have
undesirable overgrown vegetation which was supposed to have been cleared as per the
contract.

Submissions by the Accounting Officer
The Contract was terminated on 25th August 2 022, and the Contractor was charged full liquidated
damages of Kshs.S,971,017.84 and the balance ofthe contract sum of Kshs.47,334,974.96 went to
the procurement ofa new contract.
A new contract No. KeNHA,/RD/RA &cMl37l4l2o22 (Lilaaf construction co. Ltd.) was procured
and has addressed the outstanding project issues. Extracts of the contract No.
KeNHA/RD/RA &CM/ 3 7 I 4 /2022

Findings and Observations of the Committee
The Auditor informed the Committee that the matter was addressed since the authority had
provided evidence ofrecovery ofliquidated damages through IPC no.3 and the new contractor put
in place. Substantial work had been done.

d) Performance Based contract for Maintenance of Junction 82l Nyeri-othaya-cs44
Kangema (823) Road

At the time ofaudit in February, 2023, it was noted that pot holes were observed on shoulders of
some sections of the road, damaged guardrails were conspicuously seen.

litter along some sections of road drainage channels especially at around 33 Km, there was
vegetation at around 4l Km that had grown beyond the pBC height requirements, and some asphalt
applied on some road pavement section was failing.



Submissions by the Accounting Officer
i. In line with the PBC contractual provisions and given thal this is a very aged pavement,

the contractor had patched the noted and emerging potholes as well as the damaged
guardrails, which is a continuous activity during the duration of the contract in the PBC
context.

ii. In the same PBC context, the tittering cited at km 33 and vegetation at km 4l was
addressed.

iii. Penalties ofKshs. 675,405.87 was levied for the noted non-compliance as provided for in
the contract. Extracts of IPCs with deducted amounts were provided.

Findings and Observations of the Committee
The Auditor informed the Committee that the matter was addressed since the authority provided
evidence ofrecovery through deductions made on the contractor's measurement sheets.

e) Performance Based contract for Maintenance of JN B.23127 othaya JN A 2/B 27
Karatina (827).

Contract No. KeNHA/RD/RA &CMl295l12020 was awarded to a contractor on l0 March,2020 at
a contract sum of Kshs.49,460,633.20 for 36 Months.

The contractor's all-risk insurance expiry date was expected on l8 June, 2023. The amount
certified for payment as of3l January 2023 was Kshs.44,418,053.64.

Physical verification in February 2023 rcvealed litter and silt in culverts at Karatina town.

Submissions by the Accounting Oflicer
The culverts were cleared of all blockages. The project team had enhanced supervision to ensure
that the contractor continuously cleared any culvert blockages that may arise during the current
rainy season.

Rcgarding the contractors'Atl Risk insurance cover, Management was confidenl that the works
would be completed before the expiry of the insurance cover on I 8th June 2023

Observations of the Committee
The Auditor informed the Committee that the matter was addressed.

f) Performance-based contract for Maintenance of JN A2 Karatina - Kagumo-Kutus
(B27) Road.

The contract was awarded on 29 September 2020 at a contract sum of Kshs.374,379,713. The date
of order to commence was 4 December,2020 with a completion period of 36 months.

The revised contract sum was Kshs.464,340,1i8.70, surpassing the original contract sum by
Kshs. 89,960,465 .7 0 or 24o/o.



The anrount certified as of the time of the progress report in the month of January 2023 was
Kshs.34l ,534,226.96.

The expected completion date is l7 December 2023. The Management did not provide reasons for
revising the contract price upwards. Further, in Kagumo town, some access culverts had
overgrown vegetation that could not allow the free surface flow of rainwater.

Submissions by the Accounting Officer
The upward contract revision arose from the need to address the erratic failure witnessed on thc
road, which had threatened to cut off the road. The Employer approved the variation repon
detailing the noted failures and intervention measures required as per the copy of the variation
order attached. The Contractor has since addressed the issue of overgrown grass. Additional
instructions to the Contractor to ensure that he maintains grass height to the required standards as
provided in the contract have been conveyed.

0bservations of the Committee
The Auditor informed the Committee that the matter was addressed since the authority provided
approved project price variation.

g) Periodic Maintenance of Ruiri - Isiolo.
For some road pavements, the contractor had used AC material that had failed to meet the
minimum laboratory requirements for AC Type l. The affected sections were Km 13+300 right-
hand side and Km 15+220 to km l5+770.
The above-mentioned irregularity could negatively affect the quality ofthe affected road sections.
Several road signs had been vandalized, and the contractor had not been issued with instructions
to correct the works.

Submissions by the Accounting Officer: The contractor requested an extension of time due
to supply delays. The merit ofthe request was evaluated and granted. In addition, the contractor
cited a three-month break to allow workers to vote in the Au gust2022 General Election as another
cause oldelays for which he was enlitled to a time extension.
The AC Type 1 used by the Contractor failed marginally in stability. The Contractor was informed
lhat affected sections will be observed during the one-year Defects Liability period (DLp). So far,
the section is performing well.

Observations of the Committee

i. The Aulhority had provided evidence of issuance of a correction order, but the suitability
of the material was still awaiting the end of the defects liability period to be confirmed.

ii. The Auditor informed the Committee thar the issue was partialty addressed.



h) Performance-Bascd contract for Maintenance of Machakos -Kangundo (B l0s)
Road.

The contractor failed to meet the expected service levels as per the contract requirements. Both the
inner and the outer vegetation had overgrown beyond the required service level betweenl50mm
and 300mm respectively along the full road chainage. The drainage channels were clogged by
overgrown grass and silt. At Km 16, two guardrails that had been detached by a road accident had
remained unrepaired and the contractor was not on site.

Submissions by the Accounting Officer
The non-compliances noted were attributed 1o the Contractor's poor performance.
The contractor mobilized on-site and attended to all the issues raised under the close supervision
of the REs Team. Further, necessary penalties in terms of deduction would be effected when the
Contractor submits his next IPC.

Findings and Observations of the Committee
The Auditor informed the Committee that the matter was addressed since the Authority provided
evidence that the contractor had attended to all the issues and provided evidence to that effect.

i) Stage Improvement of Nyaru-Iten.
Stage improvement of Nyaru-lten works was awarded vide contract No.
KeNHA/RD/lrrl/2032/2016 at an original contract sum of Kshs.2,418,819,638.75 to commence on
14 November 2016 for 30 months with a completion date of l3 May 2019. Later, the works were
varied from Kshs.526,63 0,77 5.47 to Kshs.2,g45,450,414.22 to be completed on 3l March 2023.
As of the time of verification in the month of February 2023, the certified works were
Kshs.2,417,805,863 or 78.5o/o versus 98.567o elapsed time.

The project had pending bills totalling to Ksh.525,893,208 as at 30 June, 2022 with a risk of
incurring additional interest costs and penalties due to delayed payments. The Resident Engineer
vide letter dated l0 June 2022 recommended taking over the works as the contractor had
substantially completed the works save for nominal non-permanent works. This would have
avoided an extension of time as the remaining works would have been done during the defect's
liability period. However, instead, the contractor was given an extension to complete the works by
3l March2023.

Submissions by the Accounting Oflicer
A delay in paying interim payment certificates has Ied to excess costs to the projecl due to interests
and taxes charged. Submissions by the Accounting officer Stage Improvement ofNyaru-lten was
not a Fuel Levy Project and, therefore, should not have appeared in the Financial Statements for
the Road Maintenance Levy Fund. The Project is fully funded by the Development budget.
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Findings and Observations of the Committee The secretariat was assigned the responsibility of
verifying whether the audit query fell within the commiltee's mandate and providing guidance
before the committee proceeded to report writing.

i) Performance-based contract for the Maintenance of JN A8 Eldoret-Kapsabet
Contract Sum Kshs.337,252,990.41

Review ofdocuments provided for audit revealed that under summary ofthe bill ofquantities, bill
No.l, item 0l-08-026,4 for payment of residential engineer's miscellaneous account reflected an
amount of Kshs.l,922,3 37.50 which differed with rhe detailed analysis amounr ol
Kshs.I ,057,507.50, resulting in an unexplained variance of Kshs.864,830.

Similarly, bill No. 25, item no.25-56-003 for cross cutting issues reflected Kshs.3,5l 3,001 and the
attached appendix indicated an amount of Kshs.2,953,000 resulting in a variance of Kshs.560,001.

Physical verification carried out in February,2023 revealcd vandalized sign posts at Y\rn 24+200,
Km 26+200, Km 27+300 and Km 32, vandalized culvert and drainage works, waste along the
drainages and at Km 25 and Km 35+10 the drainage was broken and not properly aligned, the
guardrail at Km 3 I +200 is broken and the shoulders had been swept away at Km 2 I +300, Km 2g
and Km 30-35+10.

Submissions by the Accounting Officer
i. Items 0l-80-026A and 25-56-003 of the Bill of Quantities were appraised to cater for

critical work items under the contract.
ii. Vandalism of road fumiture and dumping of waste onto the drains had been a challenge

along the Eldoret-Kapsabet road. The region planned to conduct sensitization forums at
market centres along this road aimed at winning support among residents against this vice.

iii. Shoulder reinstatement to bituminous standards was done under this contract between Km
l0+100 - l8+600 & Km 25+900 - 27+340.

Findings and Observations of the Committee
The Auditor informed the Committee that the matter was partially resolved since a copy of the
approved.appraisal had been provided, but the issue ofvandalism and waste dumping had not been
addressed.

k) Performance Based contract for the Maintenance of Busia-Malaba (Bl3) Road
Contract Sum Kshs.270,869,9 47,80

Verification of the project revealed the following;

Side drains were filled with waste and sewer at 0+000 to 0+20085,
Emerging pothole and surlace wearing off at Km 9+500 and Km 23+600,ll



iii. Delay in commencement ofworks for surface dressing chippings, ye1 the expected progress
as per POW was 62.5%o

iv. Instruction 009 for the installation of bumps and rumble strips recorded the progress of
work 100%, and the expected progress as per Pow was 100%. However, no rumble strips
had been installed at the time ofthe audit.

v. Fu(her, the summary of bill ofquantities, bill No.1 lor the item 0l-50-020 for the purchase
of office equipment at a total cost of Kshs.1,500,000 was not supported by a detailed
appendix. Consequently, it was not possible to confirm which office equipment was to be
purchased for this project.

vi. In addition, under residents' engineer's office miscellaneous expenses, the following items
were purchased and paid vide invoice order No.15 dated l5 February, 2022;

vii. In addition, under residents' engineer's office miscellaneous expenses, the following items
were purchased and paid vide invoice order No.15 dated l5 February,2022

Submissions by the Accounting Officer
i. The Region was in consultation with the relevant aulhorities in Busia County Govcmment

to address the challenge ofsewage discharge into the open drains by the locals at km 0+000
to 0+200 LHS. The blocked side drains were, however, noted during the monthly formal
inspection No. 12 of January 2023 and communicated to the Contractor vide letter Ref:
KeNHA,/R2/06. A/B13|3425NOL.l/061 dared 6th February, 2023. payment reductions
had been made for the non-complying side drains section under Clause 2.6.1 of the
Performance specifi cations.

ii. The emerging potholes at km9+500 were noted during the monthly formal inspection No.
l2 of January 2023 and communicated to the Contractor vide letter Ref:
KeNHA/R2/06.A/BI3I3425NOL.I/061 dated 6th February, 2023. Payment reductions
have since been made for the non-complying section under Clause 2.6.1 of the Performance
specifications.

ltL
iv. Bill No. I item 01-50-020 (purchase ol oflice equipment) is a PC sum. Usually, for PC

sums, prior approval to expend the Bill item is sought from the Engineer with the details
ofwhat is to be purchased well described. At the time of the audit, the amount had not been
expended; hence, no detailed appendix could be availed to the auditors.

Observations of the Committee
i. The Accounting Officer was requested to provide the Auditors with proof of consultations

conducted with stakeholders to clarify the issue.
ii. The Auditor informed the Committee that the matler was partially addressed l) Delayed

Works and Roads with Excess Length Review of project status for contracts lotalling
Kshs.14,452,666,851 .45 with a length of 4,344.99 km revealed than 2,733.02 km had been

I



MINUTES OF THE 67TII SITTING OF THE SPECIAL FUND ACCOUNTS COMMITTEE
HELD ON THURSDAY,23RD NOVEMBER 2023, IN EKA HOTEL AT 9.3OAM.

PRESENT
l. Hon. Fatuma Zainab Mohammed, Mp - Chairperson
2. Hon. Dawood Abdul Rahim, HSC, Mp - Vice Chairperson
3. Hon. Dr. Christine Ombaka Oduor, Mp
4. Hon. Charles Ngusya Nguna, Mp
5. Hon. Erastus Kivasu Nzioka, Mp
6. Hon. Eve Akinyi Obara, Mp
7. Hon. Tom Mboya Odege, Mp
8. Hon. Catherine Nakhabi Omanyo, Mp
9. Hon. Cecilia Asinyen Ngitit, Mp
10. Hon. Joseph Kimutai Cherorot, Mp
I l. Hon. Kahugu Erick Mwangi
12. Hon. Paul Kibichi Biego, MP

APOLOGIES
l. Hon. Faith Wairimu Gitau, Mp
2. Hon. Joseph Majimbo Kalasinga, Mp
3. Hon. Joshua Odongo Oron, MP

IN ATTENDANCE
ROADS MAINTENANCE LEVY FUND-KWS

I . Dr. Erustus Kanga - Director General
2. Mr. Peter Mathenge - Senior Accountant KWS
3. ProL Charles Musyoki - Director of parks and Reserves
4. Mr. Micah Aiyabel - principal Superintendent of Roads
5. Mr. Johana Tonui - principal Superintendent Accounts
6. Mr. Benard Mbeda - Ag. Director of Infrastructure & Facilities Management
7. Ms. Leah Nausia - Director of Supply Chain Management

OFFICE OF THE AUDITOR-GENERAL
l Mr. Flouris Matheka - Deputy Director Audit
2. Mr. Elvis Amino - Auditor
3. Mr. Jeff Otieno - Auditor/parliamentary Liaison OIficer

1



NATIONAL ASSEMBLY SECRETARIAT
I . Mr. Leonard Machira
2. Ms. Comfort Achieng
3. Mr. Silvanus Makau
4. Ms. Bevaline Mosoti
5. Ms. Judith Kanyoko

6. Ms. Maryam Gabow

7. Ms. Pauline sifuma
8. Mr. Peter Mutethia
9. Mr. Benard Omondi

- Principal Clerk Assistant II
- Clerk Assistant III
- Clerk Assistant III
- Research Assistant III
- Legal Counsel II
- Public Communications Officer III
- Hansard Reporter
- Audio officer III
- Sergeant at arms

MIN. NA/AA&SC-SFAC/2023/029: PRELIMINARIES
The Chairperson called the meeting to order at 9.54am, followed by a word of prayer and
introductions.

The following agenda was adopted as circulated:

l. Prayers

2. Preliminaries/lntroductions

3. Examination of the Auditor General Reports on Accounts of the Roads Maintenance
Lery Fund-KWS for the Financial Years 202012021 and 202112022.

4. Any Other Business

5. Adjoumment Date of the next meeting.

After that, the Director General of Kenya Wildlile Service undertook the witness oath. He
tabled the management responses and supporting documents on the audited accounts for the
Roads Maintenance Levy Fund-KWS for the financial yeNs 202012021 and 2021/2022.

MIN. NA/AA&SC-SFAC/2023/030: CONSIDERATION OF THE AUDIT
REPORTS OF ROADS MAINTENANCE LEVY FUND.KWS FOR THE FINANCIAL
YEARS 2020t2021 AND 202u2022

Brief on the mandate and scope of the Fund
The Accounting officer briefed the committee on the operations and scope of the Roads
Maintenance Levy Fund-KWS

Examination of the Auditor General reports for Roads Maintenance Lely Fund-KWS for
the financial year 202012021 and 202112022

The committee examined the Auditor General's report for the Roads Maintenance Lery Fund-
KWS for the Financial year 202012021 and 202112022 as follows:
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Financial Y ear 202O 12021

1. Retenlion Monies not He ld in a Separate Account
Managcment did not maintain a separate bank account for deposits and payments of retention
monies, and instead, the Fund used an operations account, which is in the name of Kenya wildlife
Service. The retention monies may not be available to pay contractors as and when claims for
retention are presented for payment.

The schedule of retention monies includes unpaid retention monies amounting to Kshs.213,605,
which are over five (5) years old.

Management response
The Accounting Officer submitted that the Management did not maintain a separate bank account
for deposits and payments ofretention monies, and instead, the Fund used an operalions account,
which is in the name of Kenya Wildlife Service. He stated that the retention monies may not be
available to pay contractors as and when claims for retention are presented for payment.

He noted that the schedule of retention monies includes unpaid retention monies amounting to
Kshs.2l 3,605, which are over five (5) years old.

Committee observation
The Committee noted that the matter was addressed

2. Variances in Road Maintenance Lery Fund
The statement ol financial performance reflects
Kshs.87l ,051,487 which is at variance with the

road

road

marntenance

maintenance

levy fund
levy fund

amount

amount

of
of

Kshs.72l ,507,377 reflected in the statement ofcomparison ofbudget and the actual amount by the
unexplained variance of Kshs.149,544,1 1 1.

Management response

The Accounting officer submitted that during the financial year 202012021, the annual budget
allocation for the KRB project was Kshs.871,051,488. He stated that the actual amount received
from KRB during the year was Kshs.72l ,507 ,377, and the balance of Ksh. 149,544,1 I I was
accrued as receivable and later remitted to KWS on 7th Julv 2021_

Committee observation
The Commitlee noted that the matter was addressed
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3. Budget Over Expenditure
The statemenl ofcomparison ofbudget and actual amounts reflects final receipts budget and actual
on a comparable basis of Kshs.871,051,488 and Kshs.753,936,800 respectivcly, resulring in an
under-funding of Kshs.I I 7,1 14,688 or I 3% of the budget.

The Fund spent Kshs.l ,284,062,760 against an approved budget of Kshs.87 t ,05 I ,4gg, resulting in
an over-expenditure of Kshs.4l3 ,011,272 or l47o/o of the budget. The work plan for zol9l2o2o
with an approved budget of Kshs.669,668,404 was implemented in the current financial period of
2020/2021 .

Therefore, the Fund could not absorb all $e funds meant for the year under review, as there were
pending projects for 2019/2020 that were given priority.

Management Response
The Accounting Officer submitted that the during the financial year 2020/2021 the annual
approved budget allocation for KRB project was Kshs.871,051,488. He stated the amount received
from KRB during the year was Kshs.72l ,507,3 77, and the balance of Ksh.149,544,1t1 was
accrued as receivable and later remitted to KWS on 7th July 2021.

He further noted KRB bank account earned an accumulated interest of Kshs.32,429,423.00; hence,
the total receipt for the year amounted to Kshs.753,936,800. (Ksh.72l,5o7 ,377 + Ksh.32,429,423).

He stated that the total expenditure for the financial year under review was Kshs.1,284,062,760.
when compared with the budgeted amount of Kshs.871,051,488, there is a variance of Kshs.
413,011,272. which represents the payments conceming rollover projects relating to the three (3)
year PBC contracts that were awarded in2015/2016 and were still ongoing and whose payments
were done during the financial year under audit 202012021 .

Committee observation
The Committee noted that the matter was partially addressed as management had under-absorbed
the budget.

4. Delay in Completion of Projects
The ongoing works of Kshs.66,170,333 or 36%o for two (2) projects awarded in the 2015/2016
financial year. At the time of the audit in June 2022, the percentage completion of the two (2)
projects was al 7 5Vo utd 72%o, respectively .

Management Response
The Accounting offrcer submitted that the two conrracts Kws/oT/pBC/R &F/lB/2015-2016-
Rehabilitation and Performance Based Routine Maintenance of Old Murera Gate-Kindani-Junct
22 In Meru National Park and KWS/OT/PBC/R&F/20/2015-2016- Rehabilitation and
Performance-based routine maintenance of Elephant platform Kambi Mtamaiywa circuit road in
Mt. Elgon National Park were awarded in FY 20 I 5-201 6 with their commencement date being 9th
May 2016 and contract period of 42 Months.
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The works were hybrid PBC (Rehabilitation and PBC), with their execution period spanning three
financial years. He stated that during their rehabilitation phase, the two-faced challenges ranged
from the effect of unforeseen adverse weather conditions to the inflation of prices of basic items
for major works.

He also noted that the challenges resulted in the delays of delivery ofworks leading to variations
of the contract period for delivery of tasks and contract amount contract number
Kws/or/PBC/R&F 120/2015-2016 was successfully finished on 29th seprember 2021, and the
final payment made on lOth october 2021 . see attached completion certificate. Annex II

He noted that the other contract, KWS/oT/PBC/ R&F /18/2015-2016, was completed in February
2022 with some rehabilitation works (two bridges worth KES 10,560,515.85) omitred from the
initial contract sum because ofthe contractor requesting exclusion ofthe item from the works.

He explained that the omission was necessitated by the increase in the scope of the planned works
due to the wash-offof the bridge by flash floods during implementation and the inflation of steel
prices, which was the main component of the bridge works.

In conclusion, he stated that the pending works were re-advertised in Fy 202212023 and are
ongolng.

Committee observation
The Commitlee noted that the matter was not addressed.
The Commitlee requested the Management to provide the contractors' correspondence contract
documents and payment certificates within seven days.

5. Lack ofa Disaster Recovery plan
The Fund did not have a Disaster Recovery Plan that details recovery procedures in place that may
Iead to serious organizational and institutional memory which may lead to loss of crucial data and
information in case ofdisaster.

Management Response
The Accounting Officer submitted that the Service has a risk management policy which covers all
the organization's functions including any projects being undertaken. A copy ofthe approved risk
management policy is attached for your review.

Committee observation
The Committee noted that the matter was not addressed as there was no time limit provided to
complete the recovery plan.
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Financial Y ear 202112022

'1. Unsupported Projects' Expenditurc
Ongoing projects awarded in the 2015/2016 financial year. Annex I Io the financial statements for
2021/2022 does not reflect the project's status, and no project completion certificates were
provided lor audit.
The financial statements for 2021/2022 contain six (6) projects awarded in 2020/2021 totalling
Kshs.l 14,658,008 or 35% ofthe total outstanding uncertified projects with completion percentages
of between 40%o and 92o/o.

Management Response
The Accounting Officer submitted that the two contracts, KWS/OT/PBC/R&F/1812015-2016-
Rehabilitation and Performance Based Routine Maintenance of Old Murera Gate-Kindani-Junct
22 in Meru National Park, and Kws/or/PBc/R&Fl2o/zol5-2016- Rehabilitation and
Performance Based Rouline Maintenance of Elephant Platform Kambi Mtamaiywa Circuit Road
in Mt. Elgon National Park, were awarded in FY 2015-2016 for a contract period of 42 Months
and their commencement date was 9th May 201 6.

He stated that these works were hybrid PBC (Rehabilitation and PBC) , with their execution period
spanning over three financial years. He stated that during their rehabilitation phase, the two-faced
emerging challenges ranged from unforeseen adverse weather conditions to increased prices of
basic materials required for major works. These challenges resulted in delays in the delivery of
works, leading to variations in the contract period to enable the delivery of tasks and contract
amount.

He stated that contract number KWS/OT/PBC/R&F/2012015-2016 was successfully finished on
29th September 2021, and the final payment was made on lOth october 2021. copies of the
payment vouchers for this contract were provided for verification. He stated that the other contract,
KWS/OT/PBC/ R&F /18/2015-2016, was completed in February 2022 with some rehabilitation
works (two bridges worth KES 10,560,515.85) omitted from the initial contract sum.

He explained that the omission was necessitated by the increase in the scope of the planned works
occasioned by the fact that flash floods washed off the bridge during implementation and the
inflation of steel prices, which was the main component of the bridge works.

He also stated that the pending works were re-advertised and contracted inFY 2022/2023, and
works had begun. He also stated the six (6) contracts awarded in 2O20l2O2l totalled Kshs
I14,658,088 and were paid in the 2022/2023 financial year. copies of the payment vouchers have
been provided for verification.

Committee observation
The Committee noted that thc matter was not addressed.

6



2. Unapproved Payment of Contingencies

The conrractors made provisions for contingencies amounting to Kshs.40,g2l,57g in respect to
tenders awarded in 2021/2022 which were paid during the year under review.

The contract variation and amendments emanated from the procuring Entity and were neither
reviewed by an evaluation committee, nor submitted through the Head of Procurement function to
the Accounting Officer for approval.

Management Response,

The Accounting Officer submitted that the above arnounts related to the emergency components
of seven (7) Performance Based contracts totalling Kshs. 29,113,g72.00 and contingency
provision in eleven (11) contracts totalling Kshs I1,707,706.5g.

He noted that the emergency works undertaken were envisaged in the performance (pBC)
contracls and, hence, were not variations to the contracts.

Committee observation
The Committee noted that the matter was addressed_

3. Irregular Evaluation ofTender
The contract awarded to a contractor for Ruma park at a contract sum of Kshs.22,g52,2gg had the
following anomalies: The winning bidder did not give the correct information with regards to
litigation history in his bid documents, which was a requirement. The bidder had an active cou(
case a1 the Tax Appeals Tribunal under Appeal Number l3z of 2021 conceming a tax arrears
dispute with the Kenya Revenue Authority. In addition, the bidder submitted a bid document that
was not well paginated, a preliminary criterion. These two observations would have rendered the
bidder non-responsive at the preliminary evaluation stage.

The contract awarded was not reported to the Authority as required under Regulation 60 of the
Public Procurement and Asset Disposal Regulations, 2020. neither were the contract details
uploaded to the Public Authority website as required under Section l3g(l-3) of the public
Procurement and Asset Disposal Act,20l5.

Management Response

The Accounting submitted that the committee relied on the bidder's response on litigation, which
was witnessed by a power of attorney as an instruction to tender. He stated that the lack ofan e-
procurement system had hindered the repo(ing and uploading of awarded contracts. The service
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had been engaging The National Treasure for IFMIS installation. He indicated that they were
preparing quarterly reports to the Authority showing a list of contracts awarded. In addition, he
stated that the same was published on the KWS website.

Committee observation
The Committee noted that the matter was not addressed.

4. Non-Rotation of the Ad Hoc Evaluation Committees
The members of the Ad Hoc Evaluation Committees were not appointed on a rotational basis since
the same members evaluated many tenders relating to the Fund over the two (2) financial years
without being rotated.

Management response
The Accounting officer submitted that the accounting officer appointed the evaluation committee
under section 46(l) of the Act, which states that'an accounting officer shall ensure that an ad hoc
evaluation committee is established under the Act and Regulations made thereunder from and
within members of staff, with the relevant expertise.

He stated that the committees comprised a chairman at the level of a director since the user
department's membership had one ofthem at the level ofa deputy director (Corporate Service),
one technical officer lrom the department (Roads), and the Head of Finance who had the requisite
expertise in the subject procurement. He stated that the members were not featured in any other
procurement processes undertaken by KWS during the period in question.

Management took note of the recommendation and will endeavour to observe the requirement
during future appointments of the evaluation committees.

Committee observation
The Committee noted that the matter was addressed in the subsequent year

5. Anomalies in Tarmacking of 22 Kilometres Road at Amboseli National park
The Management awarded two (2) Contracts to carry out road works on twenty{wo (22)
kilometers Tarmac Road where each contractor was awarded I I kms. The first contract was for the
rehabilitation of Kimana Gate-Ngong vEG Farm (Road cl03)/l(imana Gate-Amboseli
Headquarters I lkms Road at a contract sum of Kshs.l05 ,283j09 with a conlract period of six (6)
months. The second contract agreement was for rehabilitating 1 I km of Ngong vEG Farm Gate
Kimana JUNCT (Road cl03) at a contract sum of Kshs.72, s54,632 with a contracl period of six
(6) months.

Although the two sections of the roads are equal (l I km), the contract sum for each section was
different. However, the Management has not explained the reasons for the variance of
Kshs.32,729,07 6 in the road contract sums. An audit inspection carried out in July 2022 observed
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that the construction works were not yet completed despite the expiry of six (6) ofthe six months
stipulatcd in the contract, and no approval documents for extension were availed.

The road diversions had a lot of dust as there was either very little or no water poured on the
diversions, hence posing health risks to the tourists using the road to visit the park.

Management Response

The Accounting officer submitted that the above difference of Kshs.32, 729,076 emanating from
the comparison of the two contract sums was due to the varying scope of works for the two sections
of the road (Contracts were lotted into two different tenders with dissimitar site conditions). He
stated that each had a difference in quantities as per the bill ofquantities.

He also noted that the Employer's budget for the two contracts, as indicated in the tender
document page 2l for both tenders, was also different. This declaration was known to all bidders
during the tendering process. 8 Commiltee observation: The Committee noted that the matter was
partially addressed.

Committee observation
The Committee directed management to provide the certificate of completion certificates to
ascertain the completion ofthe roads.

6. BudgetOver-Expenditure
The Fund operated over and above the approved budget of Kshs.651,338,776 against the actual
expenditure of Kshs.830,231,819 resulting in over- expenditure of Kshs.178,893,043 or l27yo of
the total budget., value for money could not be realized due 1o the deterioration ofthe value ofthe
livestock.

Management Responses
The Accounting Offrcer submitted that the total expenditure ofKshs.830, 231,819 comprise Kshs.
801,351,143.47 for Road works and Kshs. 28, 880,676 for administrative activities for the year
under review.
He explained that Included in the aforesaid amount was Kshs.459, 249,477.13 relating to brought
forward funds for ongoing works whose certificates crystalized for payment during the year under
review, while Ksh.370 982,342 was related to actual works and administrative activities done in
the year under review and was funded under the budget of Kshs 651,339,7? 6 for 2021/2022Fy .

Committee observation
The Committee noted that the matter was partially addressed as there was an under-absorption of
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The Committee advised that management provide a list ofprojects ofthe prcvious year and current
year thal rolled over to the Auditor General to avoid the maller from recurring in auditing.

7. Non-Maintenance of Imprest Register
An amount of Kshs.10,105,175 was incurred on domestic travel and subsistence. However, no
imprest register was provided for audit review.

Management Response
The Accounting Officer submitted that the management maintained both soft and manual Imprest
registers. He stated that the updated soft copy is now available lor audit verification.

Committee observation
The Committee noted that the matter was addressed.

8. Irrcgularities in the Management of Temporary Imprest
Management paid imprest of Kshs. 5,042,380 paid to officers as group temporary imprest instead
ol being paid to individuals.
There was no evidence to show that the officers received the imprest as some officers did not sign
on the payment schedules attached to the vouchers. It was also impossible to confirm whether each
officer individually accounted for the imprest received.

Management Responses
The Accounting Officer submitted that KWS has diverse staff distribution across the entire
country, thus posing logistical/ operational technicalities and challenges in issuing individual
Imprests.

He stated that to engage controls, they have put in place a requirement to fill in a field trip approval
form declaring staffin the group travelling for the same activity.

He noted that although one staff applied for imprest for the group inslead of each staff taking an
imprest, the allowances for each were disbursed to their respective bank accounts.

He also stated that all the staffin the imprest then sign a payment schedule to acknowledge receipt
ofthe monies and the same form was used to account and surrender the Imprest.
Committee observation
The Commiltee noted that the matter was addressed in the subsequent year.

10



MTN.NA/AA&sc-sFAC/2023/03I: ADJOURNMENT/DATEoTNEXTMEETING
There being no other business, the meeting was adjourned at 12.44 p.m. The next meeting will be
held on notice.

SI i 'v"' ......DATE

HON. FATUMA ZAINAB MOHAMMED, MP

(cHATRPERSON)

SPECIAL FTJNDS ACCOI,'NTS COMMITTE
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MINUTES OFTHE 57TII SITTING OFTHE SPECIAL FUND ACCOUNTS COMMITTEE
HELD ON THURSDAY, I2TII OCTOBER 2023, IN BOMA HOTEL, SOUTH C AT 09.30
A.M.

PRESENT
I . Hon. Fatuma Zainab Mohammed, MP - Chairperson
2. Hon. Dawood Abdul Rahim, HSC, MP - Vice Chairperson
3. Hon. Joseph Majimbo Kalasinga, MP
4. Hon. Eve Akinyi Obara" MP
5. Hon. Faith Wairimu Gitau, MP
6. Hon. Charles Ngusya Nguna, MP
7. Hon. Catherine Nakhabi Omanyo, MP
8. Hon. Erastus Kivasu Nzioka, MP
9. Hon. Dr. Ckistine Ombaka Oduor, MP
10. Hon. Paul Kibichi Biego, MP

APOLOGIES
l. Hon. Tom Mboya Odege, MPHon.
2. Hon. Joshua Odongo Oron, MP
3. Hon. Cecilia Asinyen Ngitit, MP
4. Hon. Kahugu Erick Mwangi, MP
5. Hon. Joseph Kimutai Cherorot, MP

INATTENDANCE
OFFICE OF THE AUDITOR GENERAL

I . Mr. James M Njeru - Deputy Director
2. Ms. Grason Wanjuku - Auditor
3. Mr. David Osiemo - Auditor/Parliamentary Liaison OfEcer

KENYA RURAL ROADS AUTHORITY
l. Eng. Philemon Kandie, MBS - Director General
2. Ms. Catherine Butaki - Deputy Director, Communication
3. CPA Judith C Chumo - Deputy Director Audit Services
4. CPA William Abungu - Principal Accountant
5. CPA Matilda - Deputy Director, Finance
6. Eng. Peter Gichohi - Director MTCE

NATIONAL ASSEMBLY SECR.E,TARIAT
l. Mr. Leonard Machira - Principal Clerk Assistant II
2. Mr. Silvanus Makau - Clerk Assistant III



3. Ms. Comfort Achieng
4. Mr. Robert Ngetich
5. Ms. Judith Kanyoko
6. Ms. Pauline Sifuma
7. Mr. Peter Mutethia
8. Mr. Benard Omondi

- Clerk Assistant III
- Fiscal Analyst Il

- Legal Counsel ll
- Hansard Reporter
- Audio Recording Officer III
- Serjeant At Arms

MIN. NA/AA&SC-SFAC/2023/01 2: PRBLIMINARIES
The chairperson called the meeting to order al 12:05 p.m., followed by a word of prayer and
introductions.

The following agenda was adopted as circulated:

1. Prayers

2. Preliminaries/lntroductions

3. Examination of the report of the Auditor General on Account of the Road Maintenance
Lery Fund Q(eRru; for the financial years 2020t2021 and 2021/2022.

4. Any Other Business

5. Adjoumment Date of the next meeting.

After that, Eng. Philemon Kandie, MBS Director General KERRA, took the witness oath and
tabled the Management responses and suppo(ing documents on the audited accounts ofthe Fund
for Financial Years 202012021 to 2021/2022.

MIN. NA/AA&SC-SFAC/2023/013: EXAMINATION OF REPORT OF THE
AUDITOR GENERAL ON ACCOUNTS OF ROAD MAINTENACE LEVY FUND
(KERRA) FOR THE FINANCIAL YEARS 2020t2021 AND 2021t2022.

Financial Y ear 2020/2021

1. Unsupported Cash and Cash Equivalents
The Statement of financial position reflects cash and cash equivalent balance of Kshs.2O,
827,705,000. There was a negative cash balance of Kshs.26, 035,44s in the Road Mainrenance
Levy Fund (RMLF) Operations Headquarters account.

Submissions by the Accounting Officer
The Accounting Officer submitted that:

i. The negative balance was a cashbook balance, which was rectified in the subsequent month
ofJuly 2021 .

ii. The bank statement as at 30tr' June 2021 was positive Kshs.25, 231,707.53. This was
corrected in the subsequent Month ofJuly 2021



Observations of the Committee.
The Auditor informed the Committee that the matter was addressed.

Financial Y ear 202112022

a) Inadequate details in the Ledger
The statement of financial performance had Kshs.23, 295,330,000 in respect of road works
expenditure.

o l0o/o RMLF Crirical link roads toraled to Kshs.3,994,932,000.00 Kshs.533,300,491 had
various codes that had no system description of the payee.

o 22o/o RML Consrituency Fund totaled to Kshs.7,950,000,000.00 Kshs.95l ,756,566.00 had
various codes with no system description ofthe payee

In the circumstances, the accuracy and completeness of payments totaling Kshs.l, 4g5,o57,osl.
could not be confirmed

Submissions by the Accounting Officer
The Accounting officer submitted that the system description ofthe payee and details of
payments in the various ledgers have now been reviewed and are available for audit.

Observations of the Committee.
The Accounting officer informed the committee that the delay in the submission of
payee and details of payments in the various ledgers was occasioned by the transition to
the ERP system; and

The Auditor informed the Committee that the matter was still pending awaiting
confirmation during the 2022/2023 Audit.

ll

b) Unresolved Prior Year Matters
Several issues were raised in the previous year; the management has not resolved or explained
them.

Submissions by the Accounting Officer
The Accounting officer submitted that the management noted the Auditor,s comments and the
Authority had complied.

Observations of the Committee
The Auditor informed the committee that the matter was addressed in the subsequent year
during the 2022/2023 A:udit



c) Anomalies Noted During Projects Inspections
Physical inspection of20 projects wirh a total contract sum of Kshs.76, 3g4,25g carried out in
February 2023 revealed various anomalies.

Submissions by the Accounting OIIicer
The Accounting Offrcer submitted that:

i. The projects listed were short-term contracts with a limited scope of work.ii. These projects were designed as gravel roads. The main objective ofthese projects was to
open and improve the motor ability of critical links within our road networi.iii' Due to limited project scope and funding, several activities in the project have been carried
over to be executed as and when funds are available.

Observations of the Committee.
The Auditor informed the Committee that the matter was still pending.

MIN. N{AA&SC-SFAC/2023/O 1 4:
NEXT MEETING

ADJOURNMENT/DATE OF

There being no other business, the Meeting was adjoumed ar ll:20 a.m. The next meeting is to
be held on notice.

SIGNED...... \ narp.!.?.\.*I.1)L3

HON. FATUMA ZAINAB MOHAMMED, MP

(CHAIRPERSON)

SPECIAL FUNDS ACCOUNTS COMMITTEE



MINUTES OF THE 58T'I SITTING OF THE SPECIAL FUND ACCOUNTS COMMITTEE
HELD ON TUESDAY, I9TII OCTOBER 2023, IN BOMA INN AT 9.3OAM.

PRESENT
I . Hon. Fatuma Zainab Mohammed, MP - Chairperson
2. Hon. Dawood Abdul Rahim, HSC, Mp - Vice Chairperson
3. Hon. Erastus Kivasu Nzioka, Mp
4. Hon. Charles Ngusya Nguna, MP
5. Hon. Joseph Majimbo Kalasinga, MP
6. Hon. Catherine Nakhabi Omanyo, MP
7. Hon. Cecilia Asinyen Ngitil, Mp
8. Hon. Paul Kibichi Biego, MP
9. Hon. Kahugu Erick Mwangi, Mp

APOLOGIES
l. Hon. Faith Wairimu Gitau, Mp
2. Hon. Dr. Christine Ombaka Oduor, Mp
3. Hon. Eve Akinyi Obara, MP
4. Hon. Tom Mboya Odege, Mp
5. Hon. Joseph Kimutai Cherorot, Mp
6. Hon. Joshua Odongo Oron, Mp

IN ATTENDANCE
ROADS MAINTENANCE LEVY FUND (KENYA URBAN ROADS AUTHORITY)

I . Eng. Kinoti - Director General
2. Eng. William Oginga - Director Finance Services
3. Mr. Reuben Mayienda - Direclor Cooperate Services
4. Eng. Abdul Rashid Mohammed - Director Roads and Maintenance

OFFICE OF THE AUDITOR-GENERAL
l. Mr. James M. Njeru - Deputy Director Audit
2. Mr Moses Kabare - principal Auditor
3. Mr. David Osiemo - Auditor/parliamentary Liaison Officer

NATIONAL TREASURY
Mr. Simon K. Kiriiba - Parliamentary Liaison Officer

NATIONAL ASSEMBLY SECRETARIAT
I . Mr. Leonard Machira
2. Ms. Comfort Achieng
3. Mr. Silvanus Makau

Principal Clerk Assistant II
Clerk Assistant III
Clerk Assistant III
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4. Ms. Bevaline Mosoti
5. Mr. Geoffrey Kwatemba
6. Ms. Pauline sifuma
7. Mr. Peter Mutethia
8. Mr. Benard Omondi

- Research Assistanl III
- Media Relations Officer III
- Hansard Reporter lll
- Audio Officer III
- Serjeant at arms

MIN. NA/AA&SC.SFAC/2023/OO I : PRELIMINARIES
The chairperson called the meeting to order at 10.0t am, followed by a word of prayer and
introductions.

The following agenda was adopted as circulated

l. Prayers

2. Preliminaries/lntroductions
3. Examination of the Auditor General Reports on Accounts of the Roads Maintenance

Lery Fund (Kenya Urban Roads Authorify) for the Financiar years 2020/202r and
202U2022.

4. Any Other Business
5. Adjoumment Date of the next meeting.

After that, the Director General and the Accounting officer for the Roads Maintenance Levy
Fund (Kenya Urban Roads Authority), undertook the witness oath. He tabled the
management responses and suppo(ing documents on the audited accounts of the Roads
Maintenance Levy Fund (Kenya Urban Roads Authority) for the financialyears2020lz02l
and 202112022.

MIN. NA/AA&SC-SFAC/2023/002: CONSIDERATION OF THE
REPORTS OF ROADS MAINTENANCE LEVY FUND (KENYA URBAN
AUTHORITY) FOR THE FINANCIAL YEARS 2020t2021 AND202tt2l22.

AUDIT
ROADS

Brief on the mandate and scope of the Fund
The Accounting officer briefed the committee on thc operations and scope of the Roads
Maintenance Levy Fund (Kenya Urban Roads Authority).

Examination of the Auditor General reports for Roads Maintenance Levy Fund (Kenya
Urban Roads Authority), for the Financialyear 2020t2021

The committee examined the Auditor General's report for the Railway Development Levy Fund,
Holding Account for the Financial year 2020/21as follows:

1. Unsupported Cash and Cash Equivalents
-The Fund did not prepare financial statements as required. The Fund cash and cash equivalent
included in the KURA main accoun( balance of kshs .2,717,690,436, as disclosed in Note 9.

.l
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were not supported with a cashbook, bank reconciliation slatements and bank confirmation
certificates.

-1-he accuracy and conrpleteness ofthe cash and cash equivalents balance of
Kshs.2,7l 7,690,436 could not be confirmed.

Management response

The Accounting Officer submitted that it was impossible to separate the accounts mid-year ending
30 June 2021 . He stated that opening new accounts is ongoing, and funds will be transferred once
the new accounts are operational.

Committee observation
The Committee noted that the matter was partially addressed. The management was directed 10
provide the cashbook reconciliations to the Auditor General for verification.

2. Maintenance of Nairobi - Outering Road
Physical verification ofthe project revealed that the designated pedestrian footbridge at the main
junction of outering Road and rhika Road lacked barriers and a lighting system. Further, the
Tassia Road section had open drainages clogged with garbage and overgrown vegetation, even
though a firm had been contracted to regularly maintain the drainages along the road. value for
money from road assets may not be achieved.

Management response
The Accounting officer submitted that the cleaning ofdrainage channels and collection of
garbage within the road was a continuous exercise, and since the road was in a built-up area,
dumping and filling ofdrains happened frequently. He stated that the pBC contractor had been
instructed to ensure the drains were always clean during the contract period. He also explained
that they had engaged the county Govemment in controlling the dumping on the road and the
drainage.

He added that the vandalism olroad assets, more so the metallic ones, was a national challenge
to all the road agencies. However, KURA, though collaboration with the National police
Service, had enhanced surveillance to deter and apprehend the vandals. He indicated that KURA
was also liaising with other stakeholders to address the challenge.

Committee observation
The Committee noted that the matter was partially addressed.

3. Foot Bridge on Eastern Bypass Road Cify Cabanas Area
Physical verification revealed that the metal bars erected to ensure the safety ofpedestrians closing

the road had been vandalized and not replaced, exposing pedestrians to the risk ofbeing run over
by speeding vehicles. value for money from road assets may not be achieved.

J

Management Responses



The Accounting Officer submitted that the Authority was considering using concrete barriers
since they were not vulnerable to vandalism. He stated that the pedesirians-were being sensitized
to use the provided footbridge to minimize the risk of accidents by vehicles and that tle
Authority has further engaged the national police to aid in enforciment and surveillance

Committee observation
The Committee noted that the matter was not addressed.

Examination of the Auditor General reports for Roads Maintenance Lery Fund (Kenya
Urban Roads Authority), for the Financialyear 202112022

l. Non-compliance
Requirements.

The financial statements did not comply with the recommended repo(ing template provided by
the Public Sector Accounting Standards Board.

Management Response
The Accounting Officer submitted that the templates issued by the Public Sector Accounting
Standards Board (PSASB) contained guidelines derived from Intemational public Sector
Accounting Standards (IPSAS) and relevant statutes. He stated that, however, like any other
templates, they may not be exhaustive, and the preparers olthe financial statements were advised
to refer to the relevant standards and statutes 10 ensure full compliance.

He stated that the Authority reviewed the template and noted some enors and omissions that, if
not corrected, would have a significant effect on the financial statements. In particular, the template
did not meet the threshold of the Road Maintenance Levy Fund as defined by the relevant
Iegislation.

He stated that the modification complied with Intemational Public Sector Accounting Standards
(IPSAS) to ensure the financial statements met the qualitative characteristics ofrelevance, faithful
rePresentation, understandability, comparability, and verifiability. He added that the amendments
have since been shared with the Public Sector Accounting Standards Board for concurrence and
revision of the templates.

Committee observation
The Committee noted that the matter was partially addressed since there was no concurrence from
the board.

2. Receivables from non-exchangetransactions
Included in the Receivables from non-exchange transactions balance of Kshs.5,097,01 l,2jl is
granted receivable-RMlF of Kshs.5,077,6 24,094 due from Kenya Roads Board. However, the
audited financial statements of Kenya Roads Board Fund reflect RMLF disburscment payable to
Kenya Urban Roads Authority of Kshs.2,322 ,321,695 as of the same date, resulting in an
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unreconciled difference of Kshs.2,755,3 02,399. ln the circumstances, the accuracy of RMLF
grants receivable of Kshs.5,077.624,094 could not be confirmed.

Management Response
The Accounting Officer submitted that the grants receivable had accrued based on the records
available to the Authority. He explained that according to their records, grants receivable from
Kenya Roads Board amounted to Kshs.5,077,624,094 as was reported in the financial statements
for the year ended 30th June 2022. He also stated that the supporting documents for the above
amounts are available lor verification. He also elaborated that the schedule provided, and the bank
statements of the above amounts were subsequently receivcd at the beginning of the F/y 2022-
2023 on lhe dates indicated below:

Date Amount
5th Jt;,ly 2022 1,025,834,012

8th July 2022 1,133,678,923

I 5th July 20222,9 l8,l I t,t 59

Total 5,077,624,094

Committee observation
The Committee noted that the matter was addressed

3. Unimplemented Projects in the Annual public Roads program

Included in the Receivables from non-exchange transactions balance of Kshs.5,097,011,271 is
granted receivable-RMlF of Kshs.5,077,6 24,094 due from Kenya Roads Board. However, the
audited financial slatements of Kenya Roads Board Fund reflect RMLF disbursement payable to
Kenya Urban Roads Authority of Kshs.2,322,321,695 as at the same date, resulting in an
unreconciled difference of Kshs.2,755,3 02,399. ln the circumstances, the accuracy of RMLF
grants receivable of Kshs.5,077,624,094 could not be confirmed.

Management Response
-All the projects in the Approved ARwp Fy 2o2l -2022 are attached for ease of reference.

Committee observation
The Committee noted that the matter was not addressed.

4. Nairobi Outering Road Improvement project
The contract for lhe Nairobi Outering Road Improvement project was awarded at a contract price
of Kshs.8,263,3 99,494 and ended in April 2020 wirh a two-year defects, liability period. As
previously reported, the project was on a maintenance contract but had challenges with open
drainages that were used as receptacles for garbage/dumpsites. It was also noted that there were
mounds of garbage by the roadside in certain sections. An audit inspection on l5 February 2023
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noted improvements in the observations made in the previous year. However, the following issues
were still outstanding:

ll

l .

cleaning closed drains was not done well, and sorne drainage covers had been vandalized.
The maintenance contractor on-site needs to plan for occasional cleaning of the closed drains
to avoid flooding, especially during the rainy season.
Dumping of garbage on various sections of the road was seen to pose a challenge to the
contractor.

Pedestrians were seen to cross the road on various sections, whereas footbridges were erected
for crossing.

In these circumstances, there is a risk of flooding on thc road and loss ol pedestrians' lives,
especially where there are no barriers.

Committee observation
The Committee noted that the matter was not addressed, but there was an improvement from the

previous fi nancial year.

Management response
The Accounting officer submitted that there was an ongoing performance Based contract on
Outering Road was responsible for general cleaning ofthe carriageway drains and minor repairs.
He further submitted that several footbridges are already instalted on this road, and the Authority
was working on additional measures to improve safety. He also stated that the canopies were not
part. of the foolbridge design and that it was purposefully left out to deter hawkers and street
families from occupying the facilities.

He also added that it was also geared towards improving lhe security of the pedestrians. He
explained that some road sections'metal and concrete barriers were vandalized.

He also explained that this was a common problem in the infrastructure sector and the Authority
was working on altemative materials for barriers

Committee observation
The Committee noted that the matter was not addressed, but there was an improvement from the

previous fi nancial year.

5. Improvement of Nairobi Lot 2 - upgrading of shreeji Road and parts of Likoni and
Enterprise Roads (Contract No. KURA /He/330 ZOlg-2020\

The contract for the road works was awarded at a contract sum of Kshs.g92,66l,ll6 on 0g
September 2020. contract duration of 24 months and an expected completion date of 30
September 2022. It also included a 36-month pBC maintenance contract for Kshs.13,250,790. The
scope ofthe contract included the rehabilitation and upgrading ofthe single carriageway ofshreeji
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road (l.lK.m) to two lanes two-way 7m, construction of walkways and drains, expansion of fie
existing bridge over the rail on Likoni road and river bridge on Enterprise Road, concrete drains
on both sidcs, pipe culverls and other drainage works and road furniture. The contract duration
elapsed, and the contract period was subsequently extended to grh April 2023.
-The contractor is, however, still behind schedule as some ofthe major road works have not been
undertaken, as detailed below:

i. The Likoni Road bridge section is incomplete;
ii. The Enterprise Road bridge section is incomplete; the provision of the pavement structure

is incomplete. It was agreed with the Authority that for this section, the contractor would
submit design drawings for the proposed bridge structure; and

iii. A section of Shreeji Road is incomplete. The contractor was doing earthworks at the time
of the audit on 15 February 2023.[|was agreed that the contractor submit a work plan,
which will be shared with the owners of the warehouses whose access will be affected as
Ihe contractor carries out the remaining construction works. -ln the circumstances, it is
unlikely that the project wilt be completed by the new completion date of g April 2023,
and costs may escalate due to the inflation extension.

Management Response
The Accounting Officer submitted that the works were ongoing. The Likoni bridge section was
omitted from the above contract due to the conditions from Kenya Railways, which were not
factored in during the design period and thus cannot be accommodated within the Contract. He
also stated that the contractor submitted a work plan, which was shared with the owners of the
warehouses whose accesses will be affected as the construction works proceed.

Committee observation
The Committee noted that the matter was not addressed.

6. Eastern By-pass Road-Footbridge near Cabanas Area
The construction ofthe footbridge was carried out by the Authority through funding from African
Development Bank and completed for use by motorists several years back. -The Authority had
also erected metal barriers along the road. Between the bars were light metal sheets to ensue that
the pedestrians do not cross the road at undesignated areas but instead use the footbridge for their
safety. During the audit inspection on l5 February 2023, it was observed that the barriers were
either crashed by speeding vehicles or had been vandalized.

This resulted to the risk of loss of lives by pedestrians not using the footbridges. This issue had
been noted and reported in the previous year's audit with no intervention fromihe Management of
the Authority. Jn the circumstances, there is a risk of loss of pedestrians' lives as there are no
barriers to ensure safe usage ofthe footbridge, and the public may not get value for money on the
road maintenance contract.
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Management Responses

The Accounting Officer submifted that the steel barriers had been erected severally and had been
extensively vandalized. He also stated that the authority had emphasized using concrete as a barrier
since they are not wlnerable to vandalism. He noted that the Pedestrians were being sensitized to
use the provided footbridge to minimize the risk of vehicle accidents. He also stated that a more
permanent solution should be implemented by involving all security agencies to ensure that the
road is clear, and that vandalism is eliminated.

Committee observation
The Committee noted that the matter was not addressed.

MIN.NA/AA&SC-SFAC/2023I003: ADJOURNMENT/DATEOFNEXTMEETING
There being no other business, the meeting was adjoumed at 12.30 p.m. The next meeting will be
held on notice.

SIGNED..... .6...

HON. FATUMA ZAINAB MOHAMMED, MP

(cHATRPERSON)

SPECIAL FUNDS ACCOUNTS COMMITTE
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MINUTES OI' TI{E STII SITI'ING OIi SPECIAL I'IJND ACCOUNTS COMT,IIT''EE,
I{ELD ON FRIDAY, 23ItD FEBRUAIIY 2O24,IN GARDEN SUITE CONFRENCIi ON ON
6 TII FLOOR, HILTON GARDEN I{OTEL AT 9.3OAM.

PRESENT
l. I-Ion. Fatunra Zaiuab Mohammed, Mp
2. Hon. Erastus Kivasu Nzioka, Mp
3. Hon. Charles Ngusya Nguna, Mp
4. Hon. Eve Akinyi Obara, Mp
5. IIon. Tom Mboya Odcge, Mp
6. Hon. Catherine Nakhabi Onranyo, Mp
7. I{on. Cecilia Asinyen Ngitit, MI,
8. Hon. Joseph Kimutai Cherorot, Mp
9. I{on. I,aul Kibichi Biego, Mp

APOLOGIES
l. Hon. Dawood Abdul Rahiur, HSC, Mp
2. Hon. Faith Wairirnu Gitau, Mp
3. Ilon. Joseph Majirnbo I(alasinga, Mp
4. Hon. Dr. Chr.istine Ombaka Oduor, Mp
5. Ilon. Joshua Odongo Oron, Mp
6. Hon. Kahugu Erick Mwangi, Mp

OFFICE OF THE AUDITOR-GENERAL
l. Mr. David Osiemo
2. Mr. Sinron K iiriba

NATIONAL ASS EM BLY SECRETAITJAT
1. Mr. Erick Nyambati
2. Ms. Corrrfort Achieng
3. Mr. Nimrod Mate
4- Mr. I{obert Ngetich
5. Ms. Judith Kanyoko
6. Mr. Derrick Kathurirna
7. Ms. Pauline Sifuma
8. Mr', Benard Ourondi
9. Mr. Abdifatah Mahat

Clerk Assistant I
Clerk Assistant III
Clerk Assistant III

Iriscal Analyst II
Legal Counsel II
Media Relations Officer
Hanasard Reporter II
Selgeant-at-a ns
Attachee

- Clrailpelson

- Vice Chairperson

Liason Officer.
National treasury

MIN. NA/AA&GPC-SFAC/2024/014: PRELIMINARIM
The chairperso. carrerr the mceting to nr.r",. ot r0:3"[ rolrowed by a wor.d of prayer a'dintloductions. The folloq,ing agencja r.vas adopteci as circulatecl:
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i. Praycrs

2. Prelim inarics/lntloduct iorrs

3. Rcpo rt writing on Considera tion of thc A.d ito r G encral Ilcports on Accounts ofthc
Road Maintcnancc Lcvy Fund I(cnya ryild scrvice fund for thc Financial ycars
202012021 and 2021 12022.

4. Any Olhcr Ilusincss
5. Adjournrnent Date olthe next nteetillg.

ItIiPOITI' W]{I'I'ING ON CONSIDEIT A'I-ION OTI'I'IIIi
MIN. NA/AA&GPC.SITAC/2024l0 I 5: AUDITOR GENERAL REPORTS ON ACCoTINTS OII

1'IIE IIOAI) MAINTIINANCII L]iVY FUND (KIINYA
WILI) SEITVICI.]) F()R 1'IIE FINANCIAL YEARS
2020n021 AND 202U2022

ITXAI\,{INATION OF TTIIi I{EPOR'T OIi TI.IE AUDITOR GENIIIIAI, ON 'I'IIII
I'INANCIAL STATIiMEN'I'S OF TI{E ON 'IIIE ITOAD MAINTIiNANCE I.BVY IIUNI)
(I(BNYA WILDLIF[ SEIIV|CE) rrolt T'lIIl FTNANCIAL yle 1,]t2020/2021 AND2021t2022

Dr. Erustus Kanga the Director General, Kenya Wild Selvice ap;reared beforc the Cornntittec
on Thursday 23"d Novcnrher 2023 to adduce cvidcnce on the audited financial statements for
thc Road Mainterrancc l-cvy l:und fol the [inancial Years 202012021 and 202112022. Thc
minutes of the Committee sitting, and submissions tabled by lhe Accounting Officer are
annexcd to this report. [Je was acconrpanied by:

l. Mr. Petcr Matlrenge - Seniol Aqcountant I(WS
2. Prof. Clrarles Musyoki - Dilector of Parks and Reserves
3. Mr. Micah Aiyabel - Principal Superintendent of Roads
4. Mr. Johana 'lbnu i - Plincipal Superintendent Accounts
5. Mr. Benald Mbeda - Ag. Director. of Infraslructure & Facilities

Managenrent

6. Ms. I-eah NaLrsia - Dilcctor of Supply Chain Management

3.I llxarnination of thc report of thc Auditor.-(lcncral for thc FinancialYcar 202012021
a. Rctention Monies not I{eld in a Separate Account

2. The statentent of firrancial position leflects other payables of Kshs.28,303,197 (2020:
Kshs.7,876,753) which, as disclosed in Note 8 to tlrc financial stalemelrrs, includes conlractors'
retcntion monies balance to Kshs.9,985,928 held by 1he Fund. IJowever, Managemcnt did nor
ntaintain a separate bank accoutrt for dcposits and paymenls of retention monies and instead,
thc Fund used arr operations account u{iclr is in thc nante ol'Kenya Wildlife Service.

i. The relention tl.totties tuay n01 be available to pay colrtractors as and when claints for retcniion
are prescntccl for paytnent. Irut tltet, thc schedule of retcntion rnonies inclLrdes unpaid retent.iolr
nronies anrotttrtitrg to Kshs.2 I 3,605 rvhich ale ovcl Irvc (5) years old. In thc circLrmstanccs, thc
accu racy and cx istettcc o f rclcr)t ion nron ics ba lancc of I(sh s.9.98 5,92 tl cou ld not be con fit med.

)-
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Submissions b1, the Accounting O{iiccr
4. Thc Accourting officer subnritted that the Service has a specific bank account ior Kf{B

opcrations' 'l'lre accouttt served as the rccipient of funds trarrsf'e .cd from the Kcnya IioadsBoard and accrued irrtetest. lle confirmed that all e xpcnciitLrr.es ,"i","J ," ,'r"'n*a
Maintenance Levy Fund were pr-occssed through the account.5 lIe ackrowledgcd, that the Servicc cu.r'entry did not nraintaiu a separate bank account
specifically dcsigned for rctentiou nroney as highlightcd in thc Audit r.epor.t6 He fu'ther subrritted that the 

-retention 
,.on"y rqrrese,ted a portion of the oontract pr.ice

tvithheld for a define period after cornpletion of urcrks. He stated that this withholdirg was
intended to eltsure that colltt?ctor.s met the prescr.ibed quaiity u,ra ,,.ra"rJr.7' I{e also sublritted that the disburserncnt of the retained l'uncls to the contractors was,po, the
conclusion oltlre agreed rctention period. Iic fur.thcr expraincci that if the retention ,ro,,ry **
nroved to another separate account, it u,ourd o,rourt to irr.egurar transfer and rpiini,rg 

"rspecific projects funds and tltus a contravention of pFM Acr.

8 He further submitted that to uphold accur.ac), in the reporting anci disbursement of retentionmoneli sl:ecific supplier ledge. accounts wcre maintainecl, reconciled monthly and rvhen
co,tracts had been fully disclrarged, cerlificates of compretion were issucd, and the retention
money immediately paid to tlte contractor.

Tlie Accounting olficer also confimed an arrrount totarirrg Ksh 9,9g5,92g was secur.ery being
held in KI{B bank accou,t. iJe cxprained that this anrount rias appropriatery documented u,der
current liabilities and rvas to be disbuised to the contractors as per th; agre;d schedule reported
under culrent liabilities and payable to contractors when it lalls due.

Observations of the Committce
10. l'he Conrrnittee observed that:

i The Fund did ,ot rraintain a separ?te bank account for deposits and payments ofretention monies, instead, rrad an operations account, whicrr received a1 fu.ds
tlansferred lronr Kenya Roads Board ancl interest accrued thereon,ii The Fund opelated a financial system whicll lrad a creciitor,s module that maintained
specific ledger balances per individual contractor which was rcconciled monthly with
the bank barances ensuring funds were arways avairable to pay contracto., on..,h"i,.
co'tracts have been fu,y discharged and certificale of"nrrpietion issued; and .iii. The matter remained unresolved

I 9

Recommendation of thc Committcc
within threc months of the adoption of trris rcport, thc service to opcn and maintain a
scl)aratc account for rc{crr(ion monics
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b. Varilrnccs in Iload Maintcn:rnce Lcvy liund
II.lhe statemcnt of financial pellblurance reflects road nrainter'rance lcvy lirnd amo0ltt ol

Kshs.871 ,051,4ti7 which is at valiancc willr the load rnaintenance levy lirnd an'rount ol'
Kshs.121 ,50'l ,37 7 r'cllected in the stalcmcut of compalison of budgcl and actual amount b)/

runexplaincd variance of Kshs.l49,544,lll. ln 1he cilcuntstances, thc accLuacy ancl

corlpleteness of thc road nraintenance levy lirnd arnorrrting Io Kshs.87 I , 05 1,48[i could not bc
conl rlrned.

Sublnissions by the Accounting Officer
I2, 'l'he AccoLrnting Officel confilrred that the annual budget allocation for KIIB plojcct was Kshs.

87 i,C5 I ,4 88 duling the financial year 2020/202 I . lJe subm itted that the actual amount rcceivcd
flonr KRB during thc year was I(shs.72l ,507,3 77 and thc balance ofKshs. 149,544,1II rvas

acclrrcd as receivable as at 30rl'JLrne 2021 arrd this amoLrnt r.vas sLrbsequently transntitted to
KWS on .luly'lr'7021, as indicatetl irr the copy of the bank staternerlt rvhich rvas provided for
velification.

O bscrval ions oI thc Cornnrittcc
13. 'l'he Conrrnittee obselvecl that:

i. 'l-hc valiance ofKshs. 149,544,111 rvas recorded as an accrual under receivabics and rvas

subsequently translnitted to KWS and verified by the Auditol General.
ii. The matter is resolved.

c. Budgc( Over Bxpend iturc
14. l'he statement ofconrpalison ofbudgel and actual ar].rolu1ts reflects final reccipts budget and

actual on conrparable basis of Kshs.871,051,488 and Kshs.753,936,800 respcctivcly resulting
to an under-funding of Kshs.llT,l 14,688 or l3% ofthe budget. Similarly, the Fund spcnt

Kshs.|,284,062,7 60 against an approved budget of Kshs.87l,05 1,488 resulting to an over-

expenditure of Kshs.4l3,0l 1,272 or 141%o ofthe budget.

I 5. I-lowever', Managcment has d isclosed that the work plan for 2019/2020 wit)r an a1:proved

bLrdget of Kslrs.669,668,404 was inrplemenled in the current financial period of2020/2021,
'fhe Fund tlrelefole could not absolb all the funds meant for the year under rcvicrv as thele
were pending projects for'201 9/2020 which were given priorjty.

16. In the cilcunlstances, thc Fund opelated ovcr and abovc the applovcd budget lor the year

contrary to ilre Appropriation Act,20l8, the Supplenrentary Appropriation Act,20l8 and
'Section 43 (b) of Public lrinance Managentent Regu lations, 20 I 5.Managerrent was in breach

of thc law.

Subnrissions by thc Accouuting Officcr
17. 'l'hc AccoLrnting Officel subrnitted that the approvcd budget allocatccl lol Kl{l} project during

thc llrrancial ycar 202012021 u,as I(shs. 87 1,05I ,488. I lc also conlllrncd thc arroLrnt o1'Kshs.
'121,507,3'17 was I'cceivctl firrrn KIill dLrring thc yeal and tlrc balancc of Kshs. l,49,544,11lr

ivas accrrred as receivable ancl later renritted to KWS on 7tt' July 2021.

4
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18.He further submitted thar a totar arrount of Kshs g71.051,4gg was received across rwo
corrsecutive financiar 1,ears: Ksirs 72r,507,377 in thc fina'ciar year. 2020/2r and Ksrrs
149'544,111 in the financial year'202u22. He fLrrther. expraincd that the KRB bankaccounr
accrued interesr totaring Kshs. 32,429,423.00 in rhe financiar year 2020/2r.I{e tlren elaborated
that this interest, when added to the actuar r€ceipts fi.o.r KI{B (K.sh. 72r,507,377 -KRB l. Ksrrs.
32,429,423-lnterest ircome) during the financial year, anrounted to a total of Ksrrs.
7s3,936,800.00.

l9' The Accounting officer also subnritted that the ovelall expenditure for the financial year in
review anrounted to Kshs. r,294,062,760. Further when contrasted with the budgeted amountof Kshs. 871,051,488, there exisrs a variance of Kshs. 4i3,011,272. He clariired that this
va'iance corresponded to paynlents made Ibr ronover. pro-jects from the preceding year trrat
were concluded and settled during the revierved financial 1,ear as indicated in thc table below:

Observations of the Committcc
20. The Conrmittee observed that:

i 'l'lle arnount of Kshs 87 I ,05 I .4 8 8 rvas received across two consecutive financial years:
Kshs 72r,507,377 in the firranciar year 2020r2r and r(sirs r49,544,n l in the financial
year 2021/22.

ii The funds t'cceivcd d u ring the t\\/o financial yeals ancl intercst earned liave been verified
b1'the Auditor Gcncral bLrt rlo docurnentary evidcncc on the utilization was pr.rvidccl.iii 'l lte Interest ealrrerJ atrounting to Kshs.32,429,423 rvas trudgcted for in thc subsequent
tlrrancial year 2020/ZOZI .

APRP BUDGET
FY2020/2t

(KSr{)

ACTUAL FY
2020t21

(KSH)

VARIANCE FY

2020t21
(KSH)

Reccipts

Road Maintenance Levy
TYAPRP 2O2O.2O2I

regular in addition to
Special allocation 871 ,05 I ,488.00 72t,507,377 149,s44,fi1

Finance lrcome (lnterest) 32,429,423

753,936,800
(32,429,423)

Total receivcd 87I,0s1,488 117,714,688
Ilxpcnditure

t7 ,017,909
Administrative cost 2s,204,827 8, r 86,918
Roads Works 845,846,661 1,267,044,851 (42 l, 198,1 90)

87I,051,488 1,284,062.760 (413,011,272)Total Ilxpcnditure



iv. 'l-he !l'rattcr remainctl rcsolvcd

llcconr mcnrlations of (hc Cornnrittcc

21. l'hc Conruriltcc rcconrmen(ls that:
i. Within thrce months of the adoption ol this rcport, thc Accounting Officcl to providc

docunrcntary cvitlcncc on thc utiliz-ation of thc intcrcst accnrcd amounting to I(shs.
32,429,423 to thc Au(litor Gcncral for vcrificalion and

ii. 'I'hc Accorrnting Officcr to at all lirnes cnsurc that all applicable lccounling irnrl

finarrcial controls, systcnls, slan(lirrds, lan,s, and procedurcs arc follorvcd in thc
preparation of the financial s{,}tcmcnts in conrpliance \vith Pul)lic l'innncc
Managcmcnt Act,2012, arrd in accordance rvith thc standards prcscribcd by thc Public
Scctor Accounting Standards Board as per ILegulation 101(4) of thc l')ublic Irinancc
Managcmcnt (National (iovcrnment) I{cgulations, 2015.

IIEPOI{T ON LAWFULNIiSS ANI) DIITI]C]'IVENESS IN USB OF PUBLIC RIISOUIiCES
d. I)elay in C'ompletion of l>rojcc{s

22. Atlnex I to thc financial staterl'rcnts rcflccts schedLrle of unexecutcd rvorks and ongoing \vorks

iotaling to Kshs.l 8l ,5ti3,632. Included in this balancc is Kshs.66,170,333 or 360/. for trvo (2)

ongoing plojects a'uvaxlc<l it ?,01512016 financial ycar'. I lowcver', by the tirnc of audit in the

nronth of Jtne.2022, percentage conrpletion 01'the two (2) projects was at 75% and'l2o/o

respectively.

23. 'l'he Managenrent has however', explaincd the slorv pacc of inrplcmentation of these projects

was due to unfoLeseerr advelse weather conditions and inflation of prices of basic itenrs for'

major works. In tlre circumstances, the valuc for rnoney, efficiency and effectivcness ofthcse
projects may not have been derived due to the delay in conrpleting the projects.

Submissions by thc Accounting Officcr
24.The Accounting Officer submitted that tlrc two contracts, ,ranrely

KWS/O]7PBC/R &F11812015-2016 for the Rehabilitation and Pcrforrnance-Based Routine

Maintenance of Old Murcra Gatc-Kindani-lunct 22 in Meru National Park and

KWS/OITPBC/R &F 12017015-2016 for the Rehabilitation and Performance-Based li.outine

Maintenance of Elcphant platlolrn Kanrbi Mtarnaiywa circuil road in Mt. Elgon National Park

were awarded during the financial year 2015-2016. Thc contracts, whiclr commenced on 9th

N4ay 2016, had a duration of42 nronths.

25. Iie fulther suhmitted that the plojects rvere clraracterized as hybrid Pcrforrlancc-Bascd

Contracts (PllC), cncornpassing both rehabilitation and perlbruance aspects, and wete

cxccLrtcd ovel a pcriod spanning thlee financial ycars. Ilc fur-ther explained that throughout thc

rehabilitation phase, both projccls encountcrcd dilficultics, including thc inrpact ofuncxpectcd
adversc l,cathcl conditions and the inflation olpliccs lol cssential itenrs in nrajor cons[rucIion

rvolks.

2(r, I Ic also sLrbrlittetl that thc challcngcs caLrsed delays in project dclivery, resulting in variatiuns

in botlr Lhe corrtract pcrioti and the contlact alrorilrt. 'l'lrc cornpletion of contract
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KwS/oIPllC/R &l'/2012015-2A16 rvas accomplished on 29th Seprember 2021. and the fi,al
paylnent was ptocessed on lOth October'2021 as had been attachcd cornpletion certificate in.
Ile noted that contiact Kws/oT/PBC/R &F/1812015-2016 was finalized in Irebruary 2022 and
the conrltletion cer.tificatcs was pr.ovided ior verification.

Obscrvations and Iaindings of thc Conrmittce
27. 'l'he Cornmittee observed that;

i' The percentage ofcornpretio, for the projects in rr4eru ancr Mt. Elgon nationar parks
by iune,2022 was atTSyo and 72%o respectively.

ii 'l'hc two projccts for the Rehabilitation and Routine Maintenance of old Murera
Gate-r( indan i-Ju nct 22 i't Meru Nationar park and the Elephant pratform Kambi
Mtanraiywa circuit road in Mt. Elgon Nationar pa.k \\,cre 

"n,rpr"t" 
and tender

contract subrnitted; and
iii. The matter is resoived.

Recommcndations of thc Colnmittcc
28. The Committee recommends that:
The Accounting officer to at aI times cnsurc timely submission of accountingdocunlentation rcquired for audit during the audit as per thc provisions of section 3r(4) ofthe Public Audit Act, 2015.

c. Lack of a Disastcr Rccovcry plan
29. During the year undcr .eview, the Fund did not have a Disaster Recovery pran i, place u,hich

details recovery procedures in place that nray lead to sel'ious organizatitnal ord institrtionul
lllemory whiclr nray lead to loss of crucial data and information in case of disaster In the
circumstances, it was not possibre to confirm contror rneasures put in prace by management to
safeguard data and recovel.y in case of a disaster.

Submissions by the Accountiug Officcr
30 TIre Accounling officer submitted that the service initiated a vuluerability assessment ardpenetration testing in Septen.rber 2022 to assess the resilience of internal systeurs against cyber-

attacks, ICT systenrs failure, and data protection risks. The u*.rrrr"nt *u, ;""a"r"i.iuy,n"
National Computer and Cybercr.irnes Coorclination Comrnittee e.lC4), and the resultsidentified vul,crable areas, ieadi,g to specific recomnrendation, inot ura curr.ently beingimplemented.

Observations and Irindings of thc Committee
3 I . The Cornrnittee observcd that;

the lrund did not have a Disaster Recovery pran in prace which may lead to ross
ofcrucial data and inforrration in case ofa disaster.
l'hat thc Fund has since put in prace a risk mauagenrc,t poricy lrut trrcrc was no
tinre linrit provided to contl)lete the disaster recover.y plan.
'l-he rlatter rerr ained unresolvecl.
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llccom nrcntl ations of thc Contntittec
.12.'I'lrc Conr nrittec rcconlulcnds tha t:
Within three nronths upon thc adoption of this rcport the Accounting C)fficcr to subnrit its
lisl< nranagcnrent policy of to thc Auditor -Gcncral for audit vcrifica(ion;

3.2 Iixanrination of lhe rcport of thc Audi{or-Gencral for the FinancialYcar 2021/2022

a. Unsupportcd llrojccls' Expcnditurc
33. As previously rel)ol'ted Anncx I to the financial statements for 2020/2021 rcflecled schedule

ol unexccutcd rvorks and ongoing lvorlis totaling to Kshs.l8l, 683,6i2. lnclLrdcd in this

balance is Kshs.66, i70.333 oL 360/o for two (2) ongoing Projects awardcd in 2015/2016

financial year. I'lowcvcr, Annex I to the financial statenrents tor 2021/2022 docs not reflcct the

projects status arid no project completion ceftificates wcre provided lol audit. l'ulther Annex

I to the financial stalcntents for 202112022 contains six (6) projects awardcd in 2020/2021

totaling 10 l(shs.114,658,008 or 35% of the total oLltslanding ttnccttificd projccts rvith

conrplction pcrccntagcs of between 40%o and 92o/o.

34.'l'he Marragetrrent has not plovided reasons for non-colllpletioll ol thc projects. In the

circul'ltsranccs, the accuracy and cor:rpleterress of the ongoing and ttnexecutcd projects balance

of Kshs.330,3 97.532 could not bc confirtried.

Submissions by thc Accountittg Officcr
35. The Accounting Olficer subnritted that he initiated the awarding of two contracts, namely

KWS/O]7PBCiR &F 11812015-2016 for the Rehabilitation and Performancc-Based Routine

Maintenance of Old Mtrrera Gate-Kitidan i-Jtrnct 22 in Meru National Park and

KWS/OIYPBC/R &F120/2015-2016 for the Rehabilitation and Pcrformance-llased Routine

Maintenance of Elephant Platfornr Kanrbi Mtamaiywa Circuit Road in Mt. Elgon National

I)ark. I{e confirrled that the contracts were granted duling the financial year 2015-2016, with

a contr.act perrod of42 ntoullts stalting fronr May 9,2016.lle lhen stated that the projects,

characrcrized as hybrid Perfonnance-Based Contracts (PBC), involving both rehabilitation and

perlornrance aspects, were executed over a period spanning thlee financial years.

36. IIc also sLtburitted that throughout the rehabilitation phase, the two projects encountered

errerging chal)engcs, including the impact ofunexpected adverse weather conditiotts ar.rd a rise

in the pr.ices of essential rnaterials needed for major works. He further explairted that these

difficulties lcd to delays in the delivery ofthe plojects, neccssitating adjustn-,ents to thc conttact

period to ensure the courpletion oltasks and modificatjons to thc contract allloul'11.

37. I'le lulthcr sLrbnrittcd that thc conrpletion of contract nLrnrber KWS/O17PIIC/[{&F/20/2015-

2016 was accomplished on Septentber 29,2021, with the final payrncnt processed on October

10,2021 .Irurthcl contract nunrtrel KWS/OI'/PBC/R&F/ l8/20 i 5-201(r rvas concluded in

liclrlrrary 2022 and attachcd copies ofcornpletion celtificate.

18.'l hc six (6) corrtracts, 
"vith 

a conrbineci valtre o1'Kslrs 114,658.08li, awerdctl h 202O12021,

werc carricd out dLrritrg tltc fiscal year 202'1120?2. I lou,evcr, hc cxplaincd tltat tl'rc coutracls

laccd scibacks, inclutiing aclvelsc u,eathel conditions, causing clelays in thc excctrtion olthe
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works. The projecls lvel e eventually cornplcted in the financial year 2022/23 an6 had breen
fully compensated. 1'he copics of the paynrcnt vouchers wcre provided lor audit verificatiou.

0llservations and Findings of thc Comrnittcc
39. The Committee obselved that:

i. 1-he pe'centage of conrpletio, for the projccts in Meru and Mt. Elgon national parks by
Jwte,2022 was at7 5%o and 72Yo respectivcly.

ii. l'he trvo projects for the Rehabilitation and Routine Maintenance of OId Murera Gate-
Kindani-Junct 22 i'Meru National Park and the Elephant platlornr Kambi Mtamaiywa
circuit road in Mt. Elgon National Park rvere complete and tender contract submittcd;and

iii. The matter is resolveci.

Recommendalions of the Committce
40. The Cornmit{ee rcconrnrends that:
Thc Accounting officcr must at all timos ensurc tinreiy submission of accounting
docurnentation requircd ior audit drrring flre audit as pcr the pr-ovisions of section 3l(4) of
thc Public Audit Act, 2015.

RtrPORT ON LAWFULNESS.AND EFFECTIVENESS IN USE OF PUBLIC RESOURCES
b. Unapproved Payment oi Contingencics

41. A review olBill of Quantities for tenders awarded and paid during the 2O21DO2Z financial
year revealed that contractols made provisions for contingencies amounting to
Kshs'40,821,578 which r,l'ere paid during the year under rcview. However., the contract
variation and amendnlents ematrated from the procuring Entity and were neither reviewed by
an evaluation committee, r.ror submitted through the Head of Procurentent or to the Accountilg
Officer for approval.

42. This is contrary to Regulation i32 (l) and (2) ofthe Public Procurement and Assel Disposal
Regulations, 2020 wltich states that Contract variations or amendments envisaged under.
Section 139(I)(b) ofthe Act for goods, works and services may eithcr emanate from Procuring
Entity on its own volition or from the contractoL and (2) Any variation request shall be
lcviewed. The payrnent of contract variations and amendments without review by an
evaluation committee may result in misappropriation of funds. In the circurnstances, the
management was in breach of the law.

Submissions by the Accounting Officer
43.'Ihe Accounting Olficer submitted that the nrentioned figures (elate to:

a) The erlergency components of seven (7) performance-Based contracts, anrounting to
Kshs.29,l13,8i2.00.

b) contingency provis ior with iri eleven ( I I ) contracts, surnming up to Kshs 11,707,106.5g.
Use of Dmergency Amount-under PBCs- 29,113,872
44. 'l'he Accotrnting Officer submitted that the cnrelgency works undedaken were errvisagcd in the

Pcrformalrce Based Contraci (PBC) hence ihere were no variatious. l-le also clarified thal
althouglr I(shs 29, I I 3,872 was bLrdgcred for erncrgencl, r.r,orks, Kshs 25,lgl ,5g3.62 was spcnr
rcsulting in a savlng ol' Kshs 3,t)22,289. 'l hc Ptl(l conttacts incolporateci r.ehab ilitation,
maintenatlce and etlletgelrcy i,'o[ks whicli werc allscopcd in the contract. I-le alscr clar.ified that
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duc to the nature ofocctrrlcnce ofcnrclgerrcics in park roads and tlrc need for.quick response
on rectification as per the contl'act's pt'ovisions on tirnelines, the Resident engincers nornrally
reqLrested to utilize rhe ernergency lirnd. Ile also stated that Kshs 25,191,5g3.62 was spent orl
such ernelgcncy wolks and were duly approved in FY 2021122.

45. I-le further submitted that the response Linres, for example, cleaning of the car.riageu,ay lor an
unpaved road in PBC GLrideline, was set as witlrjn 24 hours after tlre occurrencc ofthe evenl..
l'le also explained that in lJmergency cases, the Engineer is obligated to approve its execution
in less than 24hrs and utiliz-e tlre anlount set out under thc etnelgency component ofthe Bill of
Quantities. The extract of the Pcrfornrancc Standards fol Unpaved Standard Road was
plovided 1-or verification.

Use of Contingency Amount-Kshs I I,707,706.58
46. The Accounting oflicer submirted that during rhe implenrentation of Fy202l-2022 RMI-l?

projects, the following batch ofcontracts had significant rearrangement of quantities of itenrs
ol rvolks r.l'ithin the contract sun'r and complelion dates, hence requiring evaluation under
conlract variations.

Remarks Approval Ref

KWS/OT/TPF/4 I lFY 2020-

202t
Note that this
project was funded

r nder

Toutism

Pronrotion Fund

and not RMLF.
This contract had

an appraisal

Iead ing 1o

sLrbstantial charrge

in quantities of
work

Signed and

approved

Evaluation Report

fol Works

appraisal and

Extension oltime
leport dated 25th

March 2022.

Contract No. Conlingency

Amount
(Kshs)

K WS/OT/RMLl./42 lF Y 202.A -

2021

t,732,224.t3 This contract had

an appraisal

leading to

substantial change

in quantities of
work
beyond the 20%
allowed in the Act

Signed and

approved

Evaluation Report

for Works

appraisal and

Extension of time

report dated 25th

March2022.

2,46s,968.00
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bcyond the 20%
allowed in the Act

K WS/OT/RMLF I 50 /FY 2020.
2021

2,643,548 This contract had
an aPpraisal
leading

to substantial

change in
quantities of
wolk beyond the
20% allowed in the
Act

K WS/OT/RMLF/ 5 I / FY 2020.
2021

1,821,760.10 contract had

appraisal
leading

to substantial
change in
quantities of
work beyond the
20% allowed in the
Act

This

an

Signed and

approved

Evaluation Report
for Works

appraisal and
Extension of
tirne report dated

l8th July
)n))

Signed and
approved

Dvaluation Report

for Works
appraisal and
Extension of
time repolt dated

7th June

2022.

Total 8,663,500

47' Ile further submitted that the following works experienced rearrangement of quantities within
the existing items ofwork, rates quoted, and the contract su.r as guided by clause 13,5r, &52 ofthe General conditions ofcontl"ct (FfDIC).

329,475.00

Contract No- oC n n c Am uo tn shK sgen v ( )KWS/O T/RMLF/ 1 7/FY2o2o _202 I 45 8,6 1 5.99
KWS/OT/RMLF/2 l/ FY 2020 _202 I
KWs i oT /RMLF /22/2020 _202 I 979,83 8.8 5

S/oT/RMLF/43 t2o2o -202 tKW 176,128.80

S/oT/RMLF/44 /2020 -202 tKW 226,371.60

TlRMLF/52/2020_2021KWS/O 38 t,506.00

KWS/oT I RML.|: / 5 4 /20 | 7 -?-O 1 8

11

492.210.00



'lbta 
I 3,044,206

48. Thc above rearrangen]ent ot itcnrs of rvolk rvere done within the existing rates i]l thc contlact

and did not cxceed llre contract stll'11.

Obscrvalions and Fintlings ol thc Conlrllillcc
49. The (lontntittce observcd lltat:

i. The FInd,s contractor.s r,1,1acle pt.ovisions lbr contingencies arroLrnting to

Kshs.40,821,578 whic[] \\'ere paid dtrring the yeat under review ltolvever, the contmct

variation and anrendrlents rvcre rreithcl reviewed by an cvalttatiotr collmiltce/

Accouuting Officet nor sttbmitted through the Ilcad of Pl ocr'lrelrellt;

ii. Managemcnt u,as in breach of Regulation 132 (l) and (2) of the Public Procuretnent

and Asset Disposal Ilegtrlatiorts, 2020; and

iii- The tnatter tenraincd tttlresolvcd.

lLe conrmcndalions of lhc Conrrnittcc

50. Thc Committee rccomlncn(ls that:
i. The Accounling officcr to ensurc the rcsoulccs of thc service arc used in a rvay

that is larvful and authorised and cffectivc, efl'icicnt, cconotlical and lransl)aI cnt

in compliance rvitlr scction 68(1) of the PFM Act 2012'

ii. The Accounting officcr to ensurc that alt applicable accotlnting and Financial

control systcms, slandards laws ancl procctlurcs arc followcd rvhcn procuring or

disposing of goorls and services in compliancc lvith section 68(2) of thc PFM Act

2012.

c. Irlegu lar Evaluation of'fcndcr
51. As disclosed in Note 3 to thc financial statemer)ts, the statentetrt offinancial performance

reflects cedified works atllount ofKshs.80l,35l,l43. Included in the amount is a payment of

l(shs.22,8 52,28 8 to a contractot' for routine lnaintcltance of ccrtain toads in Rutla National

I)ark. 'lhe tencier for purchase ol routine maintenance of certain roads in Rutna National Park

was advertised o6 MyCov publication on 28 Septenrber' 202 I . FouL (4) bidders subnritted lheir

bids, two (2) bidders proceecled to technical and financial evaluation stages and a construction

company we re recornmended lor the awald vide lettel of notification of award dated 2l

Decernber 2021 at a winning bid price of Kshs.22,852,287 '

52. ]'he contractor accepted thc offer and a cotrtract signcd orr l4 January 2022.llowevcr, the

fol lou,ing anonralies rvete tlotcd:

i. 'lhc winning biddcr did not give tlte conect infornration with regards to Iitigation

history in his biri ciocuments wlrich was a requilerretrt.'fhe bidder had an activc

coull casc at thc 'lax Appeals 'li ibunal undcr Appeal Number l :12 of 202 I with

iegards to a tax ar.rear.s riispure rvith the Kenya i{evcnue Authoritl'. ln addition, the

biddci subrnirtcd a bid docuntent thai was not well paginated rvltich rvas a

pr-elirninary ciiteliorr. 'l'lrese two olrsclvations woLrlci ltave rcndered the llidder;

aud non-rcspousive at thc plelinlinary evalLtation stagc
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The contract awarded was not reportcd to the Authority as lcquired under Regulaiion 60 of the

Public Procurement atrd Asset l)isposal R.cgLrlations, 2020. neitlrer was the corltract d€tails

uploaded into the Public Authoritl, \\,ebsite as required undcr Section 138(l-3) of the Public

Procurentcnt and Asset Disposal Act, 2015. ln the cilcunrstances, Managcmr:trt r.r'as irr breach of
the law.

Submissions by the Accounting Officer
53. Thc Accounting Officer subnlitted that the cotluriuee depended on the bidder's response

regarding litigation, whic.h was confirnred through a power ofattorney as an instruction for the

tender process. He furtlier elabomted tliat the abscnce of a procurenrent system had irnpeded

the reportirig arrd uploadirrg of arvalded contracts. The Service was collabot'atiug with tlie
National Treasuly fol the installation of IITMIS.

54. He [urther submitted that despite this challenge, qua(erly reports containing thc list ofawarded

colltl.acts were prepareci and submitted to the Autholity and confirmed thar the contracts are

published on the KWS rvebsitc.

Obsen,ations and Findings of the Comrr,ittec
55. The Committee obserl'ed that;

i. The management did not undertake comprehcnsive due diligence and arvarded a

contract to a bidder rvho had an active court case at the Tax Appcals Tribunal
under Appcal Number 732 of 2021 rvith regard to a tax arrears dispute rvith the
Kenya Revcnuc Authority;

ii. The contract arvarded \ryas not reportcd to thc Authority as required under
Regulation 60 of tlre Public Procrrrenrent aid Asset Disposal Regulations 2020.

iii. The management was in breach of the law
iv. The matter remained unl'esolvcd.

Rccommendations of the Committee
56. Thc Committee recommends that:

i. The Accounting Officer to cnsurc that all applicable accounting and linancial controls,

systems, standards, larvs and procedurcs arc follorvcd rvhen procuring or disposing of
goods and sen,ices in compliance with section 68(2)(e) of the Public Financc

Management Act,2012.
ii. Within threc months of thc adoption of this report the Public Procurcnrent and Asset

Disposal Authority to initiate investigation under scction 35 of the Public Procut'emcnt
and Asset Disposal Act, into thc procurement and contract signed on74 January 2022.

d. Non-Rotalion of the Ad I{oc l4valuation Ctrrnmittces

57. A review of ihe valious t)rocurelnerlt processcs for the certified wotks utttietlaken by the Fund

during the yeal revealecl that, ihc mernbers oi'the Ad Hoc llvaluation Committces rverc not

appointcd on lotarional basis since tlrc sarrc rrrcr':rbcrs evaluatc.-l vely Inzlny tendets rclating to
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the Irund over. the course of the tr.vo (2) financial ycars without being :otared
below:

as srrrlmarized

'lender NLrnrber

Comrnittee
Evaluation

K WS/OT/t{MLF t 06 -30 /2020-
2021

Evaluation Corlmittee

Edwin Wanyonyi-Chair,

Walter

Ochieng-Menrber., Micah
Aiyabei-Mer:rber. and Peter
Mathe nge-Menrber

Date of
Appointrnent

4l)eceurber,
2020

Edwin Wanyonyi-Chair,

Walter'

Och ieng-Ment ber, Micah
Aiyabei-Mernber and Peter

Mathenge-Member

K WS/OT/RMLF I 42.43 &4 4 t2o2o _

2021

K WS/O'|/RM I_tr I s 0,5 ),52n020 -
2021

Edwin Wariyonl,i-Chair;
Walter

Ochieng-Mernber, Micah
Aiyabei-Membel and Peter
Mathenge-Member

8 March, 202 I

I 5 June, 2021

K WS/OT/RM LF I 0 4 -2 | /202 t _

2022
Edwin Wanyonyi-Chair,
Walter

Ochieng-Membcr, Micah
Aiyabei-Mernbel and Peter.

28 October, 202 I

58. This is contmry to Reguratio, 29(l)(a) of the pubric procurernenr a,d Asset Disposar
Ilegulations, 2020 which states trrat, the ad hoc evaluation comrnittee estabrishej and
appointed under Regulation 28 ofthese Regulations shall consists ofat Ieast three (3) rnernben
appointed on rotatiollal basis comprising heads of user departments or their replesentatives. In
the circumslances, tlre Management was in br.each of the law.

Subrnissions by thc Accounting Officer
59. 'fhe Accounring officer subnrirtcd (hat as ma'darecr by Section 46( r ) of the Act, rhe Service

appointed an evaluation conrnlittee flom the existing staffl, incorpor.ating indivi4pals wirh the
necessary expertise. 'fhe conrmittee consistecr oI a chair.man at the director lcvcl, a deputy
d irector' (Corporate Se|vice) fi'om the Lrser departrncut, a technical olficer.fr.onr thc departrnent
(Roads), and the llead of Financc, alr possessing trrc reqLrisire cxpertise in the rerevant
procUretnent field.
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60. He further subntittcd ti.lat conrnrittce ;lerrrbers clid not participate in any otlrer. procure ment
processes corrdLrcted by KWS during the specified period. IJe acknowledged that the
managelncnt acknowledged the reconr tmettdation and conrmits to ensuring cornpliance with
this requirement in future appointtnents of evaluation committees.

Obscrvations and Findings of thc Comrnittce
6 I . The Comtnittcc obserued that;

i. The menlbcrs of the Ad Hoc Evaluation Conrmiltees were not appointed on rotational
basis over the course of the two (2) financial ycars contraty to the Public procurement
and Asset Disposal RegLrlations, 2020;

ii. ]-he maltel'remained unresolved _

Itccom mcndations of the Committec
62. The Cornnrittce recommcnds that;

i. The Accounting officer to always comply rvitrr thc provisions of Regulation 29 ot the
Public Proculcment and Asset Disposal Regulations in appointing rnembers of the ad
hoc evaluation committce.

ii. Within threc tnonths of thc adoption of this rcport the Public Procurement anrl Asset
Disposal AuthoI'ity to initiate investigation under section 35 of the public procuremcnt
and Asset Disposal Act, into the matter.

c. Anomalies in Tarmacking ,f 22 Kilometers Road at Amboseri National park
63. The Management awarded two (2) contracts to carry out road works on twsllty-two (22)

kilometers Tarrnac Road where each contractor was awarded Ilkms. The first contract
agreement was entered into between Kenya Wildlife Service and a construction firm on l7tl,
Septenber 2021 lor rehabilitation of Kimana Gate-Ngong vEG Farm (Road cl03)/Kimana
Gate-Amboseli Headquaders llknrs Road at a contract surn of Kshs.l05,2g 3,70g rvith a
contract period of six (6) months. The second contlact agreelllent was enter.ed into between
Kenya wildlife Se.vice and a construction company on 7 october 2021 ro calry our
rehabilitation of I lknr of Ngong vEG Farm Gate Kimana JUNCT (Road cl 03) at a contracr
sum of Kshs.72,554,632 witlt a contract per.iod of six (6) nronths.

64. I{owever, the foliowing anomalies u,ere noted:
i) Although the two sections of the roads are equal (l lKr:l), the contr.act sum for each

section was diffelent. I{owever, the Management has not explained the rsasons for the
variance of Kshs .32,729,07 6 in the contract sunrs for the roads. Audit inspection carried
out duling the molith of luly, 2022 observed that the construction wor[s were not yet
conrpleted despite the expiry ofsix (6) mo^ths period stipulated in the contract;

ii) Fufther, thc road d iversions had a lot of dust as there was either very little or no water
poured on the diversions, hcnce posing healthy r.isks to the tourists using the road to
visit the paik; and

iii) The Managcntent did noi ploviclc approval docunreuts to confirm contract cxtensiop.
65. In the circumsta.ccs, value for r.orey nlay not have bee^ derivcd h.orn the tw. pr.ojects.

Submissions by thc Accounting Officcr
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66. The Accounting Olficel subnrittcd that the above dilfcrcncc ol Kshs.32,729,076 crnanaling
fi'orn the compatison of the tu,o contlact sunrs rvas duc to:

a) IJe vcrified lhat the existing site conditions u,elc varying along the longitudinal profilc of
the road fi'om KN4 0+000'fO KM 22+000. IIe also stated rhe specific needs on rhe various
sections along lhe road informed thcir scope of wolks. Along Kimana gate - Ngong Veg

Falnr, the load plofile was low and needed to be laised to avoid being washed off dur.ing

the rairts. I.le also added that tlris section ofthe road is in the low-lying legion ofAnrboscli
National l)alk and nrassive dlainagc rvork had to be carried out in this section. (Contracts

wcre Iotted into two diffcrent tendels with dissirnilar site conditions). I-le therelore
explained that each had a dilferencc in quantities as per the bill ofquantities. l{e noted tha(

the Enrployer's budget for tlte two contracts as indicated in tender document page 2l (for
both tenders were also differcnt. Ile also stated that this declaration was known to all
bidders during the tendering proccss.

b) 1'hc ratcs for each itenr of rvorl< quoted by lhe two contractot's werc different

c) 'l'lre othcr notable difference, r.l,as thc supervision vehicle, attendance to resident Elrgineer's
stall loaded on conlract no K WS/OT/RML,Fl5012020-2021 as sunrntarized in tlre tablc

below:

I20,000,000.002 2

Employer's

Budget

(KES)

100,000,000.00 The Employcr's budget for

the two
contracts as indicated in

tender

document page 21

(Appendix to
Instruction to bidCers) for

botlr

tcrrders was a Iso different.

Sec

s/
N
o

CONTI{ACT No.
KWS/OT/RMLFts0t2020
-2021

CONTILACI'No.
KWS/OT/RMLF/
5v2020-2021

Renrarks

I Contlact

Narne

o IDescr 1 Ip

Rehabilitation of Kimana

Gate-Ngong Veg Falnr

(Road C I 03)/Kimana

Gate Anrboseli Park Head

quarters

Rehabilitatiou of
Ngong Veg Farrn

Gate-Kimana

Junct

(Road Cl03)
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Annex VIII

Contract
Sum(KES)

105,283,708.99 72,554,632.65

Selected Major Differences in Scope of items of Work

4 Contract

Length(KM)
13.3 10.8

5 Tannac

length

GM)

II 10.8

6 Gravelling
Length
(KM)

2.3 Nit

7 Earthworks

Quantities
(M3)

13,608 8,7 48 Contract No.
KWS/OT/RMLFtso?ozo-
2021

required more fill to raise
the

existing road profile than
contract

KWS/OT/RMLF/s1no2o-
2021

8 Protection

works using
gabions

640 1,240 Contract No.
KWS/OT/RMLF/'ODO}O-
202 I was

located at a low lying area
experiencing drainage

issues as

opposed to Contract No.

KWS/OT/RMLF/stnozo_
2021

Observations and Findings of the Committee
67, The Conrmittee observed that:
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'l he tiiflclence betwecn tlre 1(shs.32,729,076 crnanating ftont tltc conrpatison of thc

rwo contract surrs was dLre to thc valying scopc o1'u,olks lor the two sections ofthe
load irr rvhich the Auditor Ceneral vct ificd.
'l'hc tu,o contracts of I(inrana Gate-Ngong VliG Ialrr (Road Cl03)/l(inrana Gate-

Amboscli l{eaclqualtels and Ngong VEG Farm Gate Kinrana JUNCT (Road ClO3)
were complete artd are in ttsc.

Managcnrenl did not provide docunrentary evidencc of approval for tlte extension of
th(j contract
'fhe nratter is partially resolved.

Ilcconrmcntlatiotrs
T'he Conrnrittec rccommcnds that-
Within threc Inonths of the adoplion of this rcport, thc Accotrnting Officer to providc

rlocunrcntary cvidcncc of the approval for cxtcnsion of llIc conllact and thc cffcct of thc

cxtcnsion to thc contract sum to thc Auditor Gcncral Ibr vcrification.

f. Budget Ovcr-DxPcnd iture
68. '['he statenrenl of conlparativc budget and actual an]ounts rcflccts total budgctcd cxpenditure

of I(shs.65l, 338,776 against aclual expenditure of Kshs.830,231,819 rcsulting in ovcr-

expenditure of Kshs. 178,893 .043 or 177"/o of thc tota I budget. 'l'he Fund operated over and

above the approved budget fol tlte year contraly to the Appropliation Act, 2018, lhe

Supplementary Appropriation Act, 2018 and l{egLrlation 43(b) of the Public FiDance

Managenrent (National Government) Regulations, 2015.

69. ln the circurnslances, Managenrent was in breach ofthe la\\'.

Submissions by the Accounting Officcr
70. The Accounting Officer submitted tliat a total expenditure olKshs. 830,23I,8I9, comprised of

Kslrs. 801,351,143.47 allocated to road wotks and Kshs. 28,880,676 designated lor

adnrinistrative activities during the rcviewcd year. Ile explained that within the sum, Kshs.

459,249,471 .13 represented funds can icd -over for ongo ing plojects, with certificates finalized

for payment in the same period. He clarificd that Kshs. 370,982,342 accounted for the actual

works and adrninistrative tasks conducled during the leviewed ),ear, ftlnded from the budget

ol Kshs. 65 I ,33 8 ,17 6 for the financial year 2021/2022.

Obscrvations of the Committee

71. 'I'he Conrnrittce obscrved that;
i. Managcmcnt ovcrspent Kshs. 178,893,043 or 127 o/" of thc total budget allocalion

of Kshs.651, 338,'776 rn contrnvcntion of Rcgulation a3(b) of thc Public Financc

Management (National Governtncnt) llcgulations, 20I 5.

ii. Kshs.459,249,477.73 was rclating to brought lbrrvar'd funds for ongoing rvorks

rvhosc ccrtificatcs cryslalizcd for paylllent drrring thc 1'ear rtitder revierr'.

iii. 'l'lrc nrrrttcr rcmainetl trnrcsolvctl.
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Recom mendalions of the Cornnrittec
72. 'fhc Committec rccommends that:

lL

74. This is contrary to Regul
Government) Regulations,
applicant of the temporary
amount applied for. In tl.re c
be confirmed.

Within threc months upon the adoption of this rcport, the Accounting officer to
provide a list of all projccts of the previous y"r. ,,id current ycar that rollcd over
to the Auditor Gcncral for audit ver.ification; and
Thc Accounting Officer to cnsurc that all applicable accounting and financial
controls, systems, standarcls, laws, and proceduies are follcwed in ihe preparation
of the financial statements in conrpriance with pubric Finance Manalernent Act,
2012 and in accordance rvith thc standards prcscribed by the pJlic sector
Accounting Standards Board as per Regulation I0l(4) of he public Financc
Managemerrt (National Governmcnt) Regulations, 20I5.

REPORT ON EFFECTIVENIISS OFINTERNAL CONTITOLS, IUSK MANAGBMENT
AND GOVERNANCE

g. Non-Maintenancc of an Imprest Ilcgistcr
73. The statement offinanciar performance reflects anrount ofKshs.2g,g g0,676 in r.espect ofother

roadworks expenses as disclosed in Note 4 to the financial statements. Included in tlieexpenditure is an amount of Kshs.r0,r05,r75 which was i*curred on donrestic traver and
subsistence. However, no iniprest register ra,as provided for audit review.

ation 93(4, c) of the Public Finance Management (National
2015 which requires the Accounting Officer to ensure that the
imprest has been recorded in the in.:prest r.egister including the
ircurlstances, effective managelnent ol ilnprest register couli not

Submissions by the Accounting Officer
75' The Accounting officer submitteci that management oversees tlre maiptenance ofboth soft a.d

manual lmprest registers. He confirmed that the soft copy has since been updated and was
ready lor audit verification. He arso stated the new guideiines on ilnprest management, aimedat addressing any shortcomi,gs, had bee, introduced and implemented bi management
through a circular dated May 31,2023.

Obscrvations of the Conrmittee
76. The Corrnrittee observed that;

i An imprest register was not provided for audit review and hence, an alnount of
Kshs. I0,105,175 issued as imprcst was not vet.ified.

ii Ma,agernent has prepared a soft copy of the 
'nprest 

register which was not
vcrifieci.

iii. The matter remainecl unrcsolvcd.
iv.
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Ilcco nr nrcrr rlations ol thc Cotnlniltcc
77.'l'hc Comnrittco lcco m nlcn (ls thrlt:

i. Witlrin thrcc nronths upon thc adoption of this rcport lhc Accounting Ofliccr to srrbnrit

thc upd:rtctl imprcst rcgistcr lnd suppot'tit)g doculncntalion relating to

Kshs.l0,l05,l75 to thc Auditor General for audit vcrification;
ii. Thc Accounling Oliiccr lo contply rvith thc provisions Rcgulation 93(4) of tlrc Public

Financc Managenrent (National Govcrnlnent) Rcgulations,2015 which rcqttircs thal

thc applican{ of lhc tcntporat'f inrprcst shorrld bc rccordcd in thc imprcst register

including lhc amount applicd for; and

iii. T'hc Accounting Officcr cnsurcs that all applicablc ;rccounting and linancial colrttols,

systcnrs, standards, larvs. irtttl procctlurcs at'e follolvcd in thc prcparation of thc

financial statcrnents in compliancc with Public Fittancc Managcmcnt Act, 2012 and in

accordancc ryith thc standards prcscribcd l-ry lhc Public Sector Accounting Standards

Board as per Regulation I01(4) of he Public liinance Managcmenl (National

Govcrnment) llcgulations, 201 5.

h. Irregularitics in thc Managcntcnt of 'fcrnllorary InlpI'cst

78. 'I'he statentent of llnancial perlol.urance reflccts arnou nt of Kshs.28,8 80,676 in respetl of othcr

roadwolks expcnscs as clisclosed in Note 4 to thc irnancial staterrcnts whiclt includes dotrestic

lravcl and subsistcnce alnounr ol Kshs. 10,105,175. Irrcluded in the cxpcndirurc is an atnoullt

of Kshs.5,042,3 80 irregularly paid out to officers in fornr ofgroup letllpolary irnprcst. This is

contrary to Regulation 9l(2) of Public Irinance Managcment (National Goverrlnlent)

Regu lations, 20 I 5 on Managerrenl of imprest which provides for issue of inrprest to ind iv idual

and not Io a grotlP.

79. Fur.ther., it was also not possible to confirm wbether each olTicer individually accountcd for the

imprests received as required by Regulation 93(5) of the Public Finance Managemenl

(National Govcrnnrenl) RegLr lations, 20I 5. In add ition, tltere rvas no evidence to show that the

olficels received the inrprcsts as some olficers did not sign on tlte payment schedules attached

to the vouchers. ln the circumstances, efficient and clfcctive cori(rols irt management of
temporary implest could not be confirmed.

Subrnissions by the Accounting C)fficcr

80.'l'he Accounting Officer submittcd that the intplesls underwctrt proper proccssing, approval,

aut[orization, and u(ilization for their designated purposcs. I-lc clarified that individual officcrs

also sign payment vouchcrs as acknowledgmenl of receiving the funds. Hc stated thc ncw

gLridelines for irnpresr lranagemerlt, aimed at rectifying any dcficiencies, had been introduced

and implemented by managcrlerrt. Ilc further confirrned that these guidelines arc dcrailed in a

circular dated May 31, 2023.

Obscrvations of the Committec

8 I . 'l'he Cornrr ittee observed that;

i. Manage tncnt issLrcd and paid inrl;rcst of Kshs. 5,042,3 80 to officet s as gt ouP tenl polary

irnprcs( instcacl olbcing paid to individLrals, contrary to Iiegulation 93(i2) ot thc i'[M
National (iovcinrnerrt Ilegulations, 201 5.

ii. 'l'he ntattcr is rtttrcsolvctl.
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Recommendations of the Cornmittec
82, The Committee recommends that;
The Accounting officcr to compry with Reguration 93(12) of the pFM Nationar Government
Regulations, 2015 when issuing imprcst

MIN. NA/AA&GPC.SFAC/2024/O I6:
There being no other business, the nreeting was adjourned 

"i 
tz.5 t p.,,. m" n"rt ,,,"ffiitt u.

held on Friday 23d February 2OZ4 atZ.O}pnt.

SIGNED..... oBlzo>

HON. FATUMA ZAINAB MOHAMMED, MP

(CHAIRPDRSON)

SPECIAL FUNDS ACCOUNTS COMMITTE
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MINUTES OF TI{E 6TII SITTING OF SPDCIAL FIJND ACCOUNTS COM},IITTEE
IIDLD ON FRIDAY,23RD FEBRUARY 2024. IN GARDEN SUIl'E CONFITENCE ON 6 TII
FLOOR, HILTON GARDEN HOTBL AT z.()OPM.

PI{ESENT
l. Hon. Fatunia Zainab Mohamrncd, N4p
2. Hon. Erastus Kivasu Nzioka, Ir4p
3. I-lon. Charles Ngusya Nguna, Mp
4. Hon. Eve Akinyi Obara, Mp
5. Hon. Tom Mboya Odege, Mp
6. Hon. Catherine Nakhabi Omanyo, Mp
7. Hon. Cecilia Asinycn Ngitit. Mp
8. Hon. Joseph Kimutai Cllerorot, MI)
9. Hon. PaulKibichi Biego, Mp

- Chairperson

APOLOGIES
l. Hon. Dawood Abdul Rahim, HSC, N,lp
2. Hon. Faith Wairimu Gitau, Mp
3. I{on. Joseph Majirnbo Kalasinga, Mp
4. I{on. Dr. Christine Ombaka Oduor, h4p
5. Hon. Joshua Odongo Oron, Mp
6. HorT . Kahugu Erick Mwangi, Mp

- Vice Chairperson

OT'FICE OI' THE AUDITOR-GENERAL
l. Mr. David Osiemo - Liason OfIicer.
2. Mr. Sinion Kiir.iba - National treasury

NATIONAL ASSDMBLY SECRETARIAT
l. Mr. Erick Nyambati
2. Ms. Comfort Achieng
3. Mr. Nimr.od Mate
4. Mr. Robert Ngerich
5. Ms. Judith Kanyol<o
6. Mr. Derrick Kathurima
7. Ms. Pauline Sifunra
8. Mr', Benard Onrondi
9. Mr. Abdilatah Mahat

MIN. NA/AA& GP C-SF AC/2024 I O 17 :

The Chai
introducti

Clerk Assistant I
CIerk Assistant III
CIerk Assistant III

Fiscal Analyst Il
Legal Counsel II
Media Relations Officer
Hanasard Reporter Ii
Sergeant-at-arnrs

Attachee

PRELIMINARII'S
rperson called tlre meeting to order at Z.3Z p111, iollorved by a word of prayer and
ons. l'hc lollowing agenda rvas adopted as cir.culatecl:
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l. Praycls

2. I'reiinr irralies/lntrod uct ions

3. Ilcport Writing on Considcr:tlion of thc Auditor Gcncral llcports on Accounls ol lhc
Iload I\{aintcnarrcc l-o,y Fund l(cn3,a National Ilighrvays Authoritl,for thc Financial
Y ears 202012021 and 2A21D022.

4. Any Other B usiness

5. Atljorrlrtrncnl Datc o,'lhc lcxt tncclilrg.

)lEl,ot{t' wttl'ilNG oN coNSII)EITA'TION OT TI{II

MIN. NA/AA&GI'C.SFAC/2024lO I 8 :
AUDIl'OI{ GIiNIIIIAL ITEPORTS ON AC(--OI] h*TS OF
TIID IT.OAD MAIN]'IINANCE LEVY FUND (KIlNYA
NATIONAL HIGITWAYS AUI'HORII'Y ) FOR TIIE
FINANCIAI, Y]],AIiS 2OZO 12021 AND 202u2022

I'XAMINAI'ION OF'TIIE IIIiP()ltl' OF TI]E AU])I'TOIT GIiNIIIIAL ON 'I'HT'

FINANCIAL STAI'EMENTS OIi TIIE nOAD I\{AIN'IIINANCIi LEVY FIIN)) (l(8r.,\y^
NATIONAL I{IGI{WAY AUTITOIUTY) IrOR ]'HIi Flh*ANCIALYBAIT 2020/2021 ANI)
2021t7022

Eng. Kung'u Ndung'Lr, the Dilector General, Kenya National Highway Authority appeared

before the Committee on Wednesday 22nd Novenrber 2023 to adduce evidcnce on the
audited financial statenrents for the Road Maintenancc l-evy Fund for tlre Financial Yearc

2020/2021 ancl202l/2022.'l'he minutes of the Comnrittee sitting, and subnrissions tabled
by the Accountjng Officcr are anncxed to this report. I-{e rvas acconrpanied lry:

l. Eng. Daniel S Cherono - Director Maintenance
2. Mr. Stephen Ngang'a - Assistant Dilecior Finance
3. Mr. Sanruel Gatiba - Senior Accountant
4. Mr. .lames Bowan - RMI-F (KENHA)

3.1 Examination of the report of thc Auditor-Gcncral for thc Financial Ycar 202012021

a. Unsupported Cash and Cash Equivalcnts
2. Thc statcment of financial position rcflects cash and cash equivalents balancc of Kshs

lC,197,835,027 as disclosed in note 5 to the financial statemenls. The balance includes a

call deposit balance of Kshs 98I ,255,555 for which a bank reconciliation statement was not
provided for audit. ln the cilcLrnrstances, the accuracy and conrpleteness of the call deposit
balance of Kshs 98 I ,255,555 could not be conhrmed.

Submissions b), thc Accounting Officer
3. l'he Accounting olficer sLrLrrnittcd that the n uthority placcs not - intntcd iatcly- required lLrn<is

in high yielding call deposits in line rvith the National 'ireasury Circular No.4/2C17. llc
statcd that consideling rhis guide linc ihe Authority placcd Kshs 1.500,000,000 ir': Co-
opcrative Bank Call dcposit accoLrnt oLrt olwhioh I(shs 981,255,555 rvas florn Fuel l-evy
l"uncl awaitirtg paynrent lol ccrtified vvolk done by (irrtractors. l{c statcd that n ce!'tificarc
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ofbank baiance cf Ksirs r,500,000,000 i.orn thc co-.pcr.a1ive lla,l< call deposit acc,unt as
at 3Orh Junc 2021 was ltrovidcd to thc Audjtor and attachcd.

Obse rvalions of the Cornntittcc

4. l-he Cornnrittee observed that:
i. The Autholitl' placed funds that rvere not-intrtrediately-re qu ircd in higS yieldilg

call deposits in line rvith the Nationai Treasury Cir.cular No. 4/2017.
ii. A bank reconciliatiolr sta.ren.rent ior a call depcsit balance of Kshs 9g I ,255,5 5 5

was provided for audit vcr.ification.
iii. The bank certificate for Co-operativc Bank call-deposit accourlt was provideri

and verified.
iv. -lhe 

matter is resolved.

b, Variance in Dcvelollnrcnt Projcct llxpcnses
5 The statement ofFinancial Perfot'nrance reflects developmen{. plojects expenses anrourrt of

Kshs 2,074,878,85 I as disclosed undel'note 3 to the financial statenrents. Ilowever, Kcnya
Roads Board records reflects Ksh.s 2,100,000,000 for the same resulting in a, unexplained
and urrreconciled variarrce of Kshs 25,l2l,l49.ln the circumsta,.r""., th" accuracy and
conrpleteness o1'developnrent plojects expenses anlount of Kshs 2,074,g7g,g51 couid not
be con firnred.

Submissions by thc Accounting Officcr
6. The Accounting officer submifted that as indicated in the schedule from the State

Department of I nfrastructu re, the amount ofKshs 25,121,149 was not received by the
Authority fronr Ministry ofTransport Infrastructure Housing and Urban Developrnelt
(MOTII{UD). IJe statcd that the Autllority could only account for tlre fulds it received

7.

Obscrvations of the Committee
8. l'he Corrmittee observed that;

i. The Authority acco..ted for Ksrrs. 2,074,g7g,g5r r.eceived fro,r the Kenya
Roads Boar.d;

ii. The arnount ofl(shs 25,121,149 was ,ot disbursed and received by the
Authority f'orn Ministry of rransport Infrastructure Housing and Urban
Development (MOTIHUD).

iii. An unreconciled balance of Kshs. 25,121_,149 for development projects
expenses was explained; and

iv. The ntatter rcrnains unrcsolved.

Recommendations of thc Cornlnittee
9. Thc Committce rcconrrncnds that;

i. within thrcc months of thc adoption or this report, thc Ministry of
Transport I.f.astructu.c Irousing and urban r)evcropnrcnt (MOTIHUD)
to dishursc thc atnount of Kshs.2S,I2l,l49 orved to l(cnya National
highrvays Authority (KBNIIA) ; antl
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'I'lre Accounting Oflicer to cnsur.e tltat tlre financial rcports r.cllect a lt.uc
and fair financial position of thc cntity irr cornltliancc rvith llcgulation
23(2)(l) of thc I'rrblic Financc Manlgcmcnt (National (Jovcrnnrcnt)
Ilcgu Ia tions 20I5.

c. I,)rnlrhasis of Ma(tcr
l0- As disclosed in note I 3 1o tlrc financial stateme nts, the Irund Finarrcial staten.tcl.lls \.\,ere

prepareri using the 2020/2021 l.inancial year as the base year.and therelor.e no
col'nparative balances welc refl ected.

Submissions by thc Accounting Ofllcer'
I i. Thc Accounling officel subnritted that the Fund's trar'rsactions were prcviously accounted

for in the Authority's nrain financial statements. l{e statcd that the conrrnunication to l)[eparc
scparate financial statenlents was done on l4rr'April 2021 as pel a letter fiom lhc Auditor -

General.

Obscrvations of thc Conrnrittcc
12. l'hc Conrmittee observed that;

i. 'lhe comntunicatiorr lcquiring the Authority to prcpare sepamte financial
statentents lvas done on l4'l,April 2021 and tlte santc was verified by the
ALrd itor General.

ii. The lrat(er is resolved.

Othcr Matte r
d. Budgetary control and Perforrnance

13. The statement of comparison ofbudgct and actual anrounls reflects actual expenditure on
Kshs 21,686,652,587 against a budgeted amount ofKshs 29,039,333,029 resulting in under-
absorption ofKshs 7,352,679,442 or 25oh ofthe bLrdget.'fhe under absorption affected rhe
planned activitics and may have impacted negatively otr service delivery 10 the public.

Submissions by the Accounting Officer
14. The Accounting officel agreed with the audit observation that tltc statcme,tt ofconrparison

ofbudget and actual amounts reflected actual expenditule of Kslrs 21,686,652,587 against
a budgeted atnount of Kshs 29,039,333,029 resulting iu under-absorption of Kshs
7 ,352,679,442 or 25o% of the budget.

15. Ile further submitted that this lesultcd fi'onr delayed colllmencentent ofsonre nraintenance
projccts rcsulting flotn contracto rs' dclayed subnrission ofl)elforntance Bonds and AII Risk
lnsurance policies. He howcver, noted that mosl of tlte contractorc who delayed in
conrrrencing rvorks expeditecl nraintenance u,olks duling the financial 1,ear with the
intention of lecovering lost titne. lle explaincd that the undcrspent antorlll of Kshs.
1,352,619,442 as indicatc(l above was l'ully absolbcd by thc respective projects within rhc
I st quarter of the IrY 2021 12022.
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Observations of the Comrnittee
16. T'hc Conrmittee observed that;

i The Autho.ity's actuar expenditure was Kshs 2r,6g6,652,5g7 compared ro
the budgcted amount ofKshs 29.039,333,02g resulting in an under-absorption
ofKshs 7,352,679,442 or 25o/o of the budget.

ii The under-absorptio, was occasioned b'y aetayed comme.cement of so.e
maintetrance projects u4rich resulted fionl ccntr?ctors' delayed submission of
Perforrnance Bonds and alr Risk Insurance policies. The Authority did rrot
adduce documentary evidence of the intended absorption of tire Kshs.
7,352,679,442

iii. Tlie matter is unr.esolved,

I

Recommcndation of the Comrnittee
within three months of the adoption of this report, the Accounting officer to provide
supporting information on thc I(shs '7,352,619,442 or 2S%o to thc Auditor General for a,dit
verification.

3.2 Examination of the report of thc Auditor-General for the Financial year 2 azllLzz

a. Unreconcircd Difference betn,een unpaid projccts Amounts ancr cash and Cash
Equivalents Balance

17' A review of the Annuar public Roads p.ogranr (ApRp) incticates that the Fund had an
approved budgetof Ksrrs.2 8,266,494,344 covering arotar of 462 road projects for thc year
ended 30 lune,2022. The budget was fulry fundeJ by Kenya Roads Boari during the year..
Fufther review indicatcs that payments tota[ing to Kshs.25,40g,126,3 g3 were"made for
work done leaving an un-paid balance of Kshs.2,g5g,367,961 as at 30 June,2022.l8 However, the statement of financial position reflects cash and cash equivalents balance of
Kshs'l,707 ,7 46,68 5 wrrich_ is less trian the unpaid balance of rshs.z,as s,loz,96l. The
difference of Kshs'1,r50,621,276 had not been reconciled. In the circumstances, the
accuracy ofthe financial statentents could not be confirmed.

Submissions try the Accounting Officer
l9 The Accounting officer agreed with the aud it observation that the cash balance in the RMLIr

bank account as at 30th June 2022 was Kshs. r,707,746,6g5 whereas the u.spenr budget at
the same tinre was Kshs. 2,g5g,367,961.

20 He submitted that the cash at bank aniounting to Kshs. r,707,746,6g5 was for receipts netof paynrents whereas the carry ove. barance ofKshs. 2,g5g,367,96r was the apiroved
budgeted resources fot'r'oad maintenance wolks that had not been absorbed eitherihrough
payment or accrual of road maintenance expenses as at 30rh June 2022.

2l He ltrllhcr submitted that the Autholity accrues its expenses anrl r.ecognizes then in its
books of accou nts as exllend itLrt es even if not yet paid as opposed to cash accoLrnting rvh icir
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only rccognizes exl)cnses once paid. Irr thrs rcgald, Lrnabsorbed resources would not equal
the cash in the bank

Observa tions of thc Conrnrittce
22. The Conrrnittee observed that:

i. Cash at the bank amounrit'tg to Kshs.l .707,746,685 was fol. receiprs nct of
paynlents uteleas the carry over balance of Kshs.2,85 8,367,96 I rvas the
approvcd budgeted tesoutces for loacl nraintenance rvor.ks that had not becn
absolbed as at 30t1, June 2022.

ii. The Authority uses the accrual rcporting fianrcrvork whet.e it accrltes its
expelrses and recognizes them in its books ofaccounts as expenditures cr,,en if
not yet paid.

iii. The matter is resolved.

b. Road Maintenancc Levy Frrnd
23.'fhe staterncnt o1'financial perlorrlance and as disclosed in notc I to financial statcments

reflects funds lcceived front Kenya Roads lloard (l(liB) antountinq ro Kshs
32.373,684,084. I'lowever'. records maintainecl by Kenya Roads Boards reflects
disbrrrsements totalling to Kshs 44,342,887,911 resulting lo a variance of Kshs
I1,969,203,833 'uvhich u,as not leconciled oi explailled. In the cilcumstarrces, the accuracy
and conrplcteness ofRoad Maintenance Lcvy Fund amount ofKshs 32,373,684,084 could
not be confirmed.

Submissions by thc Accounting Officcr
24. The Accounting officel submitted that agreed witlr the audit observation that the statement

of financial perfortrance and as disclosed in Note I to the financial statements, reflected
funds received from Kenya Roads Board (KRB) anrounting to Kshs.32,373,684,084 (which
irrcluded receivable of Kshs.11,865,854,651 as at 30rr' June 2022) as opposed to KRB
records which indicated a total disbursement of Kshs. 44,342,887,917 which as per their
observation, the above included a surplus of Kshs. 7,492,857,000 and a payable of
Kshs. 1 0,257,336,9 1 7.

25. Ile furthcr submitted that Kshs. 32,373,684,084, reflected in the Aurhority's books, was
arrived at after due consideration ofreliable docurrents flotn the Kenya Roads Board in line
with Accounting for Government Grants as contained in International Public Sector.

Accounting Standalds.

26. lle lirrther explained that the Authority is not arvale ofthe alleged Kshs.44,1142,887,917
recordcd irr the Boald's books neither was the Kshs. 44,342,881,917 disburced to the
Arrthority in the financial ycal ended 301t, June 2022.

27. Ile clalified that the Authority leceived a total of Kshs. 32,313,684,084 frorn KRI) through
the State Del)artrnent lor Infrastructure bcirre IIMLF for FY 202112022.

a
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Obscrvations of the Conrmittee
28. The Committee observed that:
i. Managernenr supported the receipts of arlounts totaliug Kshs.:]2 ,373,6g4,Ag4.ii. The KRB records incricatcd that ihc Board disbursed Kshs. 44,342,gg7,9r7 disbursedto the Authority while KENI,A indicared thar it received a totai oi Kshs.

32,373,684,094 fiom KRB resulting in an unreconciled of a variance of
Kshs. I I ,969,203 833 and

iii, The matter reurained unresolved.

Rccommendations of the Committee
29. 'Ihe Committee recommends that;

within three n.ronths of the adoption of this report, the Accounting officer to reco,cire the
variarrce of Kshs.ll 

'969,203,833 
with KRB for disbursed funds and submit supporting

docunrentation to the Auditor -Gcneral for audit verification.

c. Unauthorizcd Retcntion of Reccipts
30 The staternent of firrancial performance reflects finance i.come of Kshs.I 4g,517 ,064 being

interest earned from Iload Maintenance Levy Fund (RMLF) funds and other income ofKshs9,l77,58l in respect to liquidated darrages charged to various contractors bothtotalling to Ksrrs.l5 8,694,645 ' However, the amounts wcre not appropriated in the
Authority's budget 

"r'hich 
is an indication that the revenue should have been surrendered tothe National rreasury. No evidence was provided to indicate that the amount \^,as

surrendered to the National Treasury.
3 I . In the circumstances, the revenue amount ofKshs.l 5 g,694,645 rvas irregularly retained and

expended by the Authority

Submissions by the Accounting Officer
32' The Accounting officer refuted the audit observation that interest income and liquidated

damages both totarring to Kshs. l 5g,694,645 was not appropriated in the Authority,s budget
for FY 202r/2022. He noted that the interest incom" rnd liquidated damages werl incruded
in the operations and Administration Budget for Fy 202r/2022 which liad provisions of
I(shs. 870,000,000 and Kshs. 50,000,000 for rnterest income for alr bank accounts and oflrer
incomes which include liquidated damages for all projects.

33. He furthe. sr-rbnritted that the operations & Administ*tion Budget Fy 20zr D022 was
approved by the Authority's Board of Director.s on 2g6 Januar.y {ozr una duly uproadea
onto the GIMIS platfornr on l7rr, Irebntary 202 I .

34. IJe also stated that a copy of the tietailed operations & Administration Budget for Fy
202112022 that was approved by the Boarcl, extracts of the minutes of the llg'h Board
nreeting herd on 2gtr'January 202 r rhai approvecr the operations & Administration Budget
and GIMIS print out of rhe uploadecr signed budgct for r-y 202u2022 u,cre approvcd forverification.
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Obserya tions of thc (-'ornnrittcc

35. l'he Conrnrillec observed that;

i. 'l'hc interest ;ncome and liqLridateci danrages wclc included in the Operalions and

Administration Budget lor Fy 202112022 whiclt had plovisions for Intercst incomc

Ibr all bank accounts and other inconrcs which includc liquidated darrages for all

Plojects;
ii. 'lhc authority providcd the approved bLrdget incolpolating the expected interest for

thc year; and

iii- The mattcr is lcsolved.

IleJrort on Larvfirlncss and Effectivcncss in usc of Public llesoutces
d. Anonralies noted during Projects Inspcction

36. Physical verification carried out in the nronlh ofFebrualy 2023 r'evealed delaycd rvorks on

valious projects in different regions as lriglrlighted bclow:

I.1 Nal<uru Region
i. I'clformancc Bascd Contlact for Maintcnancc ofNarok -Ngosrvani (Ill3f) lioad

37. Perlormance Based Conuact fol Maintcnance of Narok-Ngoswani (Bl3l) road was

awarded io a contractor vide contlact No.KeNI-iA/RD/RA&CM/3360/2021 at a contract

surn of Kshs.3 I 0 ,166,470. The r.r,olks were to comntettce on l6'l' Augttst 2021 for a peLiod

of36 nronths. The expected date of completiorr is l5thAugusl 2024. Progress status report

as at 30 June, 2022 indicated 5.85% physical progress versus 3lolo elapsed tirne. Physical

inspection conducted in February 2023 indicated physical progress of 30.04% agatnst

50.04% elapsed time an irrdication that llre ploject was behirrd schedule.

38. A revierv of corrcspondence indicates that the contractor has failed to comply with contract

conditions whe|e he was to cover excavated potholes at Km 7+600, Ktn l2+800, Km

I0+800 and Knr l6+200 within 48 houls as specified in the coutact conditions. There was

howevel no evidence of danrages deductions frorn the contractor despite express authority

vide Section 47.1 (b) ofthe conditions oflhe contract specifying that Kshs.50,000 per month

per pothole will be deducted fiom the conllactor as damages lor not attending to potholes

within 48 hou rs ofexcavation.

39. It was further noted that thc contlactor has been givcrr thlee noticcs on slow progress which

is an indication o1'r.ro inrprovenrent by the contractor. In the circumsta:rces, thc project may

not be executed as scheduletl which will impact negatively on realization ofvalue for rnoney

by thc public.

Submissions by thc Accounting Officer
40. The Accounting officel aglced with thc Audit obselvation that at the timc of physical

inspcction in February 2021i, physical progrcss was at )0.04o/o against tinic elapsed oi'

50.04% indicating that thc project rvas trchind schedulc.
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He subrnittcd that there was sigrrifica-rrt i.r'rplovernent in physicar progress noted and as at3lst Marcrr, 2023, progress stooci at -16% corrrpared ,, i.tin as at the date when trre rastnotice ofslow progress was issued.

42' Ile also subrritted t.at it was anticipated trrat iftrre contractor conti,ued with the same paceof work' they would not be abre to cornplete the wort. oi ,in 
" 

u. provided for in the workscontract.

43' He further subrnitted that thc pothoies.were rectified by the contractor and the deductionsfor the initial non-conrpliance amounting to Kshs. zoopoo in rinc wiih crause 4?.r (b) ofthe Conuact anci was applied in IpC No."a. u, f iluia*"i aun,ur"r.

Observations of the Comnrittee
44. The Committee observed that:

i The latest project briefs indicated that the contractor had made noticeableprogless in irnplementation of tlie works;ii' 'fhe potholes were rectified by the Contractor and the deductions for th€ initialnon-compliance) of the Contract u,as applied as liquidated d;;";;; ;;;"iii. . The matter is resolved.

ii)Periodic Maintenance of Njoro- Mau Surnmit (8I29)
45. Periodic Mainlenacc 

^of .^l]91: M* Sumnrit intZl; rvas ara,arded vide conrractNo KeNHA/RD /RA&cM/33g6/2021 . The *ort. *"." to commence on 26rh August 2021for a period ofeighteen (lg) months wrtrr comfretion date of 25Fcbruary, 2023. physicalverification in February, 2023.reveared g0.207" physical progress uguinri ei.+sz'rrup."atime an indication thar the project was behinJ ."fi"jrf"

46' The followi,g observations were also rnade; The contractor had,ot done surface dressingworks on 7 km and river training works. The.*alto,to"rs in Keringet area were beingswept away and had not been repaired though work was paid ro, una priingio qu.r,ion ,r-,"quality ofshourder works. In the.circumstaices, trre project rnay not have been executed asscheduled which ilrpacted negatively on ,"uf irution if rulr. f*;;,;;;;;;;;;,
Submissions by the Accounting Officer

47 The Accounting officer agreed rvith the Audit observations that trre contractor, as atthe timeof physicar verificatio. audit, had not done *rru"" a."r.i,.rg works on 7 km and rivertraining works He further agrecd that the road shourders in Keiinget area w"* i"ingl*"p,away and had not been repaired though works execured h"J ri;;;;; ;# ;;:,,, 
,

48' He submitted that the contractor substantiary compreted the works on 24th F.ebruary 2023including ttre Tkrn of sLrrlace dressing,r..,.,,"r. 
"r[i""at"s. Ti;;.;;;;;;, *O""rlro *.p.oject inspectio,, arrcr trre, p..o."r, i^ ao,," to rti f,o1"crs bcrore thc pr.ojccr take uvcr..Furthc. a, rnspcction & Acccpt:rncc con',,rr,rc" t,i, bccn constit.tccr to ca.J out rhcexercisc and prepa.ed a report for Managnenrenr 
"on, 

ii"rnrin,.,. nr,r"i". 
"i ,rr" ]i,,.i..,,""
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and Acceptance committce fol l,cliorlic Maintenancc of Njoro-Mau sun]nlit (B 129) wele

plov ided fol vcrificat ion.

0bse rvatiotts of thc Conrmittcc
49. The Contmittee otrserved that,

i.AspertheAutltol.ity'stcsponse,tlrecontractorlrassubstantiallycon"lpletedllre
project ,vorks including the Tknt ofsurface rlressing rhat was outsranding, and

inspection clone; ancl

ii. ]'lre nlatter is resolvcd.

1.2 Gal issa llcgion
i. l,crformance Bascd Contract lbr Maintcttatrcc of Junction (B89) Madogo (B89)-

Modika (A3) Iload
50. Thc corltlact was awardcd to a conlractor on 1i0 April 2020 al a contract sum of

Kshs.iI9,420,356.86foraperiotlof24ll]onths'Theconlfactwastobcconrpletedon2T
Novcnrber 2022. Cumulative an.tount certified as at the tinre of atrdit in Feblualy 2023 u'as

Kshs.46,586,506.98.

51. Tlre following wete noled dtrling pltysical inspection'

(i) Thele were no signs tlrat the contlactor was on site,

itil 'fn"re were blocked culverts espccially in Garissa Town while wo'ks was still

incotnPlete.
(iii) Drainage have dumped garbage and overgrown vegetatlons'

(iv) Most road signs had been vandalized,

iui De-siltation of dr.ai,age a.d culverts as detailed on the contract v,/as not done in

Garissa Tou'n,
(\,i) Between the main bridge separating Carissa town lowards Madogo' there are

conspicuousandstrongerosionoftheroadsideespeciallytheroadshouldersand
tlreroadreserveslrar,etrndesirableovel.growl,lvegetationwhiclrweresupposedto
Iiave been cleared as per the contlact.

52. ]n the cil.cumstances, the project ntay not be executed as scheduled which will ilnpact

negatively on realization of value for nroney by the ptrblic'

Submissions by thc Accounting Officer

53. The Accounting Officel agreed with tlre Audit observatiorrs ou the items noted duling

physical inspection. He frovidcd tlrat t5e contract, KeNI{A/RD/RA &CM1300912020

conrrnenced works on Z8tir May 2020 and ended 27th May 2022. He explained that tlre

contract performed well initially but facecl various challcnges during the itnplementation of

the project.

54. Hc submitted that several initiatives by the Projecl'lbarn to have the Contractor perfornr did

notbearfruit.Consequc,ltly,tllccol)tractrr,astet'tlilratedon25thAugust2022anr]lthe
contracror rvas charged litll liquidared dantages ol Kshs. 5,911,011 .84 and thc balance of

tlrc contract sunr of Kshs. 41,334,974.96 \\,ent to thc i)Ioc ttrelllcllt of a new colltlact.
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55. He funher subn-ritied lhat a rrew conrract No. KeNIIA/RD/Ir.A &oMr31r4r2022 (Lflaaf
construction oo l-td.) was procured a,d has acidrcssed thc o.tstanding prnj..t issr"r.
Extracts of rhe coirtract No. KeNHA/RD lRA,&CM/3I1412022 wasattached.

Observations of the Conrmittee
56. The Comntittec observed that;

i. The Contract was terminated the Contractor tvas chargeC full liquidated
damages of Kshs. 5,97 | ,Ol7 .g4 and the balance of the conrract sum of Kshs
47,334,974.96 went to the procurentent of a new contract;ii. A new contractor was put in place and substantial works had been done; andiii. 'I'he lnatter is resolved.

L3 Ccntral Rcgion
Pelformance Based Contract for I\{aintenancc ofJunction 82I Nycri_Othaya_

57.The contract vvas awarded toa contractor.on 29 september 2a20 at a contract sum of
Kshs' 177,595,0 I 4 for a period of 36 months. 'i'lie conipletion date for instructed works wasl6 Novenrber, 2021 .'r'he contractor''s arr risk expiry date was expected on 22 Jantary,2024.
The amount cerrified lor payment as at 3 I January, 2023 was Ksis.12g,597,g63.32..

58 As'at the time of audit in February 2023, it rvas noted that potrloles were observed o,shoulders of some sections oft'e road, damaged guardrairs were conspicuousry see, at KM0+000, litter arong some sections of road arainale crranners especia y at around 33 Km,there was vegetation at around 4lKm that had grown beyond thc rBC 
'r-,"ign, 

,"qui*r".o
and some asphalt applied on sonre road pavement section was failing.

59 In the circumstances, trie project nray no1 be executed as schedured which wi impact
negatively on realization ofvalue for nroney by the public.

Submissions by thc Accounting Officer
60. The Accounting officer agreed with the Audit obser.vations and submitted that thecontractor's All Risk Insurance was necessary throughout the duration of the contract evenafter completion of instructed works. The contractor"was advised to extend the validity ofthe AII-Risk Insu'a,ce cover prior to the expiry of the rurrning insurance cover which wasto expire on 22nd J anuary 2024.

6l He further submittecr that the barance of the contract sum amounting to Ksrrs. 4g,ggj,r51
was for PBC rvorks up to 3lst Ja,uary 2024. rtt rine with the pBC lontractual provisions
arrd given that this was a very aged pavenrent the contractor had patched the noted a,demerging potholes as we as the da,raged guardrairs which was a coniinuous a"ti,rity lrrr,rg
the duration of tlle conrmct in the pBC co;text.

62. He also submitted that in trre same prJC context, the liltering ci{.ed at km 33 and vegetatio,
at krn 4l was adcircssed and pcrrartics of Ksrrs. 67 5,405 .g7 was revied for the ,oted no'-contpliancc as P|oi'ided fbr in the contlacr. llxtracts of IPCs r.l,ith dedLrcted anounts wcreattachcd ApPcndi>r KIJNI IAlsFACj/Fy2z-23/g. Fur.rher. the patchrvork to ,roirtuin
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nrotorability on the aged pavcrnent was a cor)tinuous process ar]d where norl-con lorlt'lity

\\,as ciied penalties have trcen instituted.

Obscrvations of tlrc Cotnmittcc
63. l'he Comrnittee obsetved that;

i. The contractol has patched potholcs, littcring cited at kln 33 and vegetation at

krn 4l rvas acidrcssed, and pcttaltics of Kshs. 615,405.87 u'cre lcvicd for the

notcd non-compliancc as provided for in tlte cotttract.

ii. The Authority provicled evidence of rccovery thiough deductions rladc on the

con tractor's rreasu remcnl shects.

iii. The natter is resolved.

ii. Perforntance Based Contract for Mainlcnancc of JN 823127 Othaya -JN d 2/B 27

I(aratina (827)
64. Contract No. KeNI{A/RD IRA&CM1295112020 was arvardcd to a contractol orr I 0 March,

2020 at a colrtlact surn of Kshs.49,460,63 3.20 {br a period of 36 Months. Contlactor's all

risk insurance policics expiry datc is expectcd otr l8 Jtttte,2023. Anrounr cer-tified fol
payment as at 3 lJanu ar-y, 2023 was Kshs.44,4 I 8,053.64.

65. Physical verification in FebrLrary 2023, revealed litterand silt in culvelts at Karatilta town.

In the circumstances, the project nray ttot be exccuted as scheduled rvhiclr will impact

negatively on realization ofvalue for mottey by the public.

Submissions by the Accounting Office r
66. TheAccounting Officer agrced witlr the audit observation that the Contractor's all risk covcr

was expiring on l8 June, 2023 at'td that there u,as Iitter and silt in culverls within Karatina

town.

67. He subrnitted that tlre culverts were cleared of all blockages and the project tean-r had

enhanced supervision to ensure that tltc contractor continuously cleared any culvert

blockages that may arise within the ctutent rainy season. I-le also noted regarding the

contractors All Risk insurance cover. Management was confident that the works would be

completed prior to the expiry ofthe insurance cover on I 8tl' June 2023. Attached were copies

of photographs showing the latest position on tlte ground.

Observations of the Conrnrittee
68. The Cornmittee observed that;

i. l'he culverts lvele clealed ofall blockages and managemcnt has enhanced supervision

to ensure that the contlactot continLtously clcared any culvert blockages that may

arisc within tlrc cLrrrcot rairry season.

ii. Managemcnt indicated that wot'ks rvould be completcd prior to tl-'c expiry olthe
insttrance covcr.

iii. l-he mattcr is rcsolvcd.
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iii' Perforrnirnce lrascd Contraci firr Maintcnance of JN A2 Karatina - Kagumo-Kutus (Ii27) Road\\
69 The contract rvas au'arcied on 29 Scpte.rbe r 2020 at a contract sunr of Kshs.3?4 ,37g,713.l'he date of order to commcnce was 4rh Decerrber 2020 with a completion p"riod of 36months. The revised contract surn u,as Kshs.464,340,17g.70 surpusrinjth" o.iginorcontr.act

sum by Kshs 89,960'465.i0 or 24%o.The amount cerrified u. 
"i 

th. tilr" or prigr;rr."po,r
in thc month ofJanuary 2023 was Kshs.34l,5 34,226.96. The expected 

""mprelion 
dal i,lTtr' December 2023.The Management did not irovide reasons for revising the contractprice upwards. Further' in Kagunro tow,l, some access curve.ts hacr overgroivn ,.grt"tion

that could not allow fi.ee surface flou,ofrainwater.

70 ln the circunlstances, the project nra), l')ot be executed as scheciuled wrrich wir inrpacr
negatively on realization ofvalue for money by the public.

Submissions by the Accounting Officer
7l ' 'lhe Accounting olficer subnritted that the upward contract revisiop arose fr onr the need toaddress the erratic fairure witnessed on the ioad which had threatened to cut offthe road.

The variation report detairing the noted failures and interventio' n 
"rru.". ."quirra *u,approved by the Employer as per the copy ofvariation order.

72' He also submitted that trre issue of overgrown grass rrad since been addressed by thecontl'actor and additional instructions to the contrlctor to ensure that he rnaintained gr.ass
height to the required standards as provided in the contract had been conveyed. He further
noted that resurtiug fi oni 

-trre 
above inst*rctions, trre grass within Kagurno town on the twoculvert locations arising from mudslide haci since beln controlled and the resulting mud iscontinuously carted away as and when it arises.

Observations of the Committee
73. The Comrnittee observed that:
(i) Managernent provided supporting documents on the approvar of contract surn of Kshs.

374,379,713 thus a variation of Kshs. 89,960,465.70 ir 24% for verification;(ii) The grass has been mairrtained to the requir.ed standard the contractor and additionar
instructions given to the contractor to ensure that he maintained grass height to &e
required standards; and

(iii)The matter is resolved.

1.4 Isiolo Region
i. Periodic Maintenance of Ruiri _ Isiolo

74 'fhe tende. was awarded at a co.tract arnount of Kshs.6g2,r03,gr5. The contractcornnrenced on I4 Decernber 2020 and the initial crate for cornpletio, was l4 December
2022- Ifowever' at the tiure ofaudit inspection. trre project was iagging schedure with the
Drogress of wo.k at 82.6 ;:e.cent agairrsr ovcr. 100%-iime rapse. eccordl,g to a retter datedI4 Decenrber 2022 by the llegional l)irector to thc contractol, it was noted that on so,eroad pavemcnts, tlle contractor had used AC material that had lailed to mect the miuimum
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labo|atory lcqLrirements for AC 'lypc L 'i'he afl'cctcd scctiotts were Krn l3+300 Light hand

side and Knr I 5'{'220 to km l5+770.

75. It was also notcd that the above-mentioned ilregularitl,coLrld negatively affcct the qualiry

of the affccted scctions olthe road. Several road signage's had been vandalized and tlre

contractot'had not been issued with instluctions to corrcct the wotks. lu the c ircttnrstanccs,

rhe ploject nray not be exccutcd as schecluled which rvill inrpact negativcly on rcalization

of value for money by the public.

Submissions by the Accounting Officcr
76. 'l-he Accounting officel subntitted thal thc contractol requested for extension of tinre due to

supply delays. He indicated that thc nlerit ofthe request rvas evaluated and granted.

77- Ilc further that the contlaclor cited three wceks break to allow workers to vote in August

2022 Gercral Illection as othcr causcs of delays for which he was entitlcd to titue extetlsiot'I.

78. He also subrnifled that the AC Typc I uscd by the contractor failed nrarginally in stability,

but the rest ofihe parametels luet the lcquired specification. l-he sampling and tcsting of
AC u,as done after laying, the rnattcr u,as b|ought up to the attcntion of the colttractor for'

inlormalion and product adjustntent. SubseqLrently tlre contlactol' was infornled that

alfectcd sections will be observed during the one-year Defects [-iability I'eriod (DLI'>). So

far, the section has been pellolming rvell. IrLrrtlrer a corrective order had since bcetl issued

to tlre conlractor for their action.

Observations of thc Committce
79. The Comntittee obsetved that:

i. The contractor, used AC material on some road pavements that had failed to

lneet the minintum labolatory t equ irements for AC Type l .

ii. The Authority had plovided evidence of issuance ofa correctiou order.

iii. The AC Type I used by ttre Contractor failed rnarginally in stability,

iv. The suitatrility of the mate rial is still awaiting the end of the defects liability
period to be confirmed.

v. The matter remained unresolvcd.

Recorn mcndations of thc Committee
80. The Cornmittce recommcnds that

i. within threc months of thc adoption of this rcport the Accounting Officer to

Jrrovide a rcport on thc col't'cctivc ordcr issucd to thc Contractor rcgardirrg

AC Typc I used to the Auditor- Gencral for verification.
ii. Thc Oflicc of the Auditor Gcneral to confirm the status of the corrcction

dcfects in thc ncxt audit pcriod

1.5 Macha hos llcgion
i. I'erformancc lJascrl Contract fot' N'laintenance of Machal<os -Kangundo (B 105)

lload.
81. 'l'he conrract rvas awaldctl at a cot)tract sLrrrr ol'Kslts.ii4,9l5,829 lor a pcriod of 24 ntonths

contntolrcing orr 27 July,202l with conrplction datc o1'26 July,2023.'l'he antoLrnt celtified

I
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was l(shs. 15,257,271 as at the tirne oi'inspection in Febr.uary, 2023. Hou,ever, it was notccr
tlrat the contractol had. failed to nreet the expected service lcvels as per the contract
requirernents. Both the i,ner and trle outer vcgctarion had overgrorvn beyond the required
service level betra'een r5Omm and 300nrm respectivery arong the furr roaichainagc.

82. 1-hc drainage chanirers were crogged by overgrown g.., und silt. At Km 16, two iuardrairsthat had been detached by a road accident had remained unrepaired and the cont;ctor was
not on site. In the circurrrstanccs, trre project rnay not be executed as scheduled which wi
impact negatively on realization olvalue for money to tlie oublic.

Submissions by the Accounting Officer
83' The Accounting officer subrnitted that the rron-conrpliances noted were attributed to

Contractor's poor performance. He indicated that the Resident Engineer had invited the
cont'actor for a managernent meeting o' l4th February 2023. A copy of mi,utes were
ptovided for verificatiorr, which highlighted the poor performance and ih" n""d to rectify
allthe shortcornings.

84' IJe aiso submitted that the Contractor was on site and has since attended to all the issues
raised under close supe^,is.ion ofthe Resident Engineer.,s Tearr. copies orprogress photos
were provided for verification. Fulther the uecessary penalties in terms of d;d;tion would
be effected tvhen the Contractor submits his next IpC.

Observations of the Committee
85. Thc Comrnittee observed that;

The contractor has since attended to a[ the issues raised by the Auditor Gencrar
runder the supervision of the Resident Engincer,s Team.
The matter is rcsolved.

l.

lt.

1.6 Eldoret Region
i. Stage Improvement of Nyaru-Iten

86. stage inrprcvernent of Nyaru-Iten worts were awarcled yide contract No.
KeNI-IA/RD/M/2032/20|6 at an originar contract su* or Kshs.2,4 l8,g r 9,63g.75 to
commence on 14 November, 20r6 for a period of 30 Months with compretion date of I3
May'2019. Later, the works were varied by Kshs.526,630 ,77s.47 to Kshs.2,g45,450,414.22
to be completed on 31 March, 2023. As at the tilre of velification in the month of February,
2023 ' the certified works rvere Kshs.2,4 r7,g05,g 63 or rg.Soh versus 9g.560z elapsed tirre.

87. The project has pending bills rotalling to Ksh.525,893,20g as at 30 iune,2022with a risk
of incurri.g additional interest costs and penarties due to deiayed payments. The Resident
Engineer vide letter dated l0 Jnne, 2022 recommended taking over of works as trre
contmctor had substantially cornprered the works save for nominal non-pernranent works.
This would have avoidecl extensio.t of time as the remaining wo.ks would have been done
during the defect's Iiability periocr. l-rowever; instead the contr.actor. \\,as given an extension
of tinre to comprete the works by 3 r March, 2023. Deray in payinf inter.in, poyrn"nt
certificates has led to excess costs to the project due to interests and taxes 

"ha,ged 
as shown

below:
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Description Kshs

Variation of Price 203,571 ,680
Add 16% vAT 32,572,429

Total 236,150,109

Intcrcst on Delaycd Paymcnts 72,034.,734

88. The ploject briefas at l4 February,2023 shows tlrat the total certified works done

inclusive ofvariation in plice and value added tax was Ksirs.2,417,805,863 QPC I-16). It
also shows that intercst on delayed payments at IPC l0 of Kshs.12,034,734. However,
addition ofinterim payment cerlificates as given in the schedule excluding IPC I

(Advance Payment) and IPC l0 (lnterest on delayed payrnents) shows that the toral
certified works is Kshs.2,458,504,065 (83.5%) a difference of Kshs.40,698,202. The
workings are shown in the below:

IPC No. IPC Amount (Kshs)

\PC2 n9,949,434.2t

IPC 3 120,920,58 I .4 I

tPc 4 125,539,428.65

IPC 5 121,771,',192.76

IPC 6 l2l ,3 12,703.88

IPC 7 242,265,75?.40

IPC 8 266,s81,167.84

IPC 9 t73,548,004.26

IPC II t92,80s,947.52

IPC 12 2s2,221,796.s2

IPC 13 t60,762,79t.08

lPc 14 205,361 ,s07.00

IPC 15 1s9,462,884.64

IPC 16 196,000,267.97

Total 2,458,504,065.14

Certified Works

Difference

2,4 17,80s,863.00

40,698,202.14

(
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Subrnissions by the Accounting Officer
89. The Accounting ofiicer subrritted that the Stagc Inrprovenre,t of Nyaru _ Iten v/as ,ot aFuel Levy Maintenace Fund funcred project birt furcied by th. E^i.,"qu", una tl.r.ror"should idealy not have appeared in i.'inariciar starements tbr the Furcr.

90' However, the Resident E,gineer requested the Engi,eer vide letter Ref. KeNHA/06.A/R3/C53.2032/ 158 dated lOth June 2022 to consriture an inspection and acceptancecommittee to inspect the works with the purpose of taking t6enr ovcr. It was however notpossibre to form a committee to take ou"i th" works because trrere were sti, sorneoutstanding works as communicated by the RE on 23rCr June,2022.

9l' The contractor submitted an Eo'r.equest which was currentry under review at thetime ofaudit They acknorvredged that there was an error ofoversigit while preparing tie frojectbriefas at l4th February, 2023 where the totar varue ofcetified works was left undeLstated
as KES 2,417,805,863.40. He arso noted that it had since been corrected and the cor.rectvalue of total certified works was KES 2,45g,504,065.14.

92' TheAccounting officer arso^subrnitted that the project had pending bi s amountingto Kshs525,893,208 as at 30 June 2022. This situation *u, b""nrr. oithe following:a) Inadequate Exchequer budgetary p.ovisions in the current as we, as prior financiaryears of project irnplenrentation.
b) Delayed receipt ofBudgeted Exchequer funds by the Authority in rhe current as werl

as prior finaucial years.

93' He further indicated that in order to ensure that the pending bills were settled, theAuthority,in liaison with the parent nrinistry and the National lieasury would endeavor to allocatesufficient budgets in subsequent financial years.
Observations of the Committec

(i) The Cornmittee observed that the project was funded by the Nationar Government
development budget not by the Road Maintenance Levy Fund.It was erroneously
captured in the Financial Statements; and

(ii) TIre matter is unresolved

Recommendations of the Committee
94. The Committec recommends thatl

rvithin three months of thc adoption of this report, the Accounting officer to pass a journarertry and make an adjustment in the financial statements to corrcct the error and submitthem to the auditor Gencral for audit verification

ii Performance Based contract for thc Maintenancc of JN Ag EldorerKapsabct
Contract Surn Kshs.337,2 SZ,g90.41

95 lleview of documcnts proviaed fo' audit rcvealed that u,der s.r1mal.y of the bi, orquantities, biI No. r, itenr 0l-0ti-026A for payrnent of residential engineer,s rriscelaneousaccotttrt reflectcd an atrroLtnt of Ks hs.l .()22,337 .50 which differcd wiih the detailed arralysisarnount of Kshs. l ,05 7.5 07.50 rcsurting to an unexprai.ed var.iarrce of Kshs.g64.g30.
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Sinrilarly, bill No. 25, item no.25-56-00i {br closs cutting issucs leflectcci Kshs.3.5I3.00l

and the atrached appcrrdix indicated an arnount of Kshs.2,953,000 resulting to a variancc o1'

I(shs.560,001 .

96. Physical verification cartied out in lrcbr-uary 2023 revcalcd a vandalized signposts at Knr

24 t200,Knt 26r'200, Knr 27't 300 and Knr 32, vandalized culvert and dtainage wolks, wastc

along the dlainages and at Km 25 and Knr 35+10 thc drainage was broken and not properly

aligned, thc guardrail at I(nr 3l-t 200 is btoken and the shotrldels had bcen svvcpt away at

Km 2lr 300, Km 28 and Knr 30-35+ 10.

Submissions b1' thc Accounting Officcr
97. The Accounting Of'ficer subrnitted that ilems 0l-80-026A and 25-56-003 in the Ilill of

Quantities wele applaiscd to catcr fol clitical rvork items under the contract. Ile also

submitted that vandalisrn ofroad furnitulc and dunrping of $,astc onto the drains had been

a challenge aiong the Eldolet-Kapsabet road. Ile noted that thc regional office planned to

carry out sensitization forLrnrs at nrarkct centers along this road aitned at wintting supDort

anrong residcnts against this vice.

98. He further submitted that thc shouldel reir'r state Dren t to bituminous standartls u,as done

under th is contracr between Knr I 0+ I 00 - i 8+600 & Knl 25r'900 - 27't-340. He added thal

they were packaging contprehensive slrouldcl reiustatenrent works in tlie next contl'act to

be procured in FY 202312024.

Observations of thc Committee
99. The Coninrittee obsetved that;

i. The tnatter of thc vatiances ofKshs. 864,830 and Kshs.560,001. in the summaries of bills

ofquantities r.r,as reconciled and therefore resolved.

ii. The rnatter ofvandalisnt ancl waste duntpillg was not resolved

iii. The management tesponse did Iot correspond with the Auditor General's obsel vation on

the issue of shou lder reinstatement.

Recomme ndations of thc Committec
100. fhe Comntittce recomrlends thati
i. rvithin three months ofthc adoption of this roport thc Accounting Officer to provide a

report and supporting documcnts for the shoulder reinstatcmcnt project for both Knt

2l+300, Km 28 and Km 30-35+1 and I(m 10+100 - 18+600 & Km 25+900 -27+340 to

lhc Auditor Gencrnl for audit velification.
ii. Thc Accounting Officcr to considcr constructing gual'd rails with concrcte and not

mctal bars to mitigatc thc issue ol'vandalisnt.

1.7 Kakanrcga Region
i. Perfot'mancc llascd contract for thc Maintcttancc of llusia-Malaba (lll3) Road

(lonlract Sunr I(shs.270,8(t9,9 47.1]0

l0l.Verillcation of thc plojcct revcaled the follorvirrg:

a. Side drains rvelc illled ivith rvaste and servcr at 0 f000 to 0i 200llS,

b. Iin:erging potholc and surface wcaring ofl'at I(rn 9r 500 and Kni 23't 600,

(
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c. Delay in cornmerrcement of works for surface dressing chippings yet the expected
progress as per pOW was 62.5ok

d' Instruction 009 for instaliation ofbumps and installation of rumble strips recorded
progress ofwork I00% and expecteci progl.ess as per I)OW was 100% ho*.,,"r, no
runrble strips had been installed as at the tinte ofauclit.

l02.Furthcr, the summary of bilr ofquantities, bilr No.rfortheitem0l-50-020forpurchaseof
office equipnrent at a totar cost ofKshs. r,500,000 was .ot supported by a detaired appenciix.
consequently, it was not possible to confirm which office equipnrent werc to be puichasea
for this project.

l03.ln addition, undcr
were purchased an

residents' engincer's of'fi cc miscellane
d paid vide invoice order No.15 dated

ous expenses, the following iterns
l5 February,2022;:

)

l04.Although the Boe indicated 4 Hp desktop computer.s, actuar number purchased were 5 as
highlighted above. No explanation was provided for this variation. Further, these assets
were not captured in the fixed asset rcgister.

Submissions by the Accounting Officer
l05.The Accounting officer submitted as follows :

(i) The side drains were filled with waste and sewer at 0+000 to 0+200BS,

(ii) There were ernerging pothole and surface wearing offat Km 9+500 and Km 23+600,

(iii)There was delay in commencement of works for surface dressing chippings yet the
expected progress as per pOW was 62.5%o

(iv) Instruction 009 for installation of bumps and installation of rurnble strips recorded
progress of wori< at 1C0%.

I06. He also subrnitted that::
(i) The Region is in consultation with the relevant autholities in Busia County Government

to address the cliallenge of discharge ofsewagc into the open drains by t6e locals at km
0+000 to 0+200 LHS. The blocked side clrains were horvever noted during the monthly
formal inspection No. l2 ofJanuary 2023 arxl conrmunicated to the contractor vide
letter Ref: KeNFTA/r12l06.A rBr3/342srvoL 1/061 dated 6rh February, 2023. payment
reductio.s have been rnade for the non-complying sicre drains section pursuant to
ClaLrsc 2.6. I of Lhe pcrfornrance specifications.

Descri tion uanti Rate Kshs Amount Kshs.
ard Laptops of rninimuni RAM 8GB

and I TB ROM. core i7 preferably Hp n.rake
or LENOVO

4 stand 2 70,000 140,000

4 I{P desktop computers of minimum RAM
SGB and ltb ROM cor.e i7

5 100,000 500,000

Total
640,000
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(v) 'l-hc crrcrging porholes at kur9.r500 wclc noted drrring thc nronthly I'ornral inspcction
No. l2 ol January 2023 and conrnrunicated to thc Contractor vidc lettcl Rcf:
KeNIIA/ll2/06.A lB1313475lv Ol,.l/061 dated 6th Fcbnraly,2023. Paynrcnt rcductions
havc since been made for the non-conrplying section plrrsuant to Clause 2.6.1 of the

Pcrlolrlance specifications. A co1;y of llre nrinutes of thc Formal inspection and

colrcsponderrces are attached
(vi)Bill No. I item 0l-50-020 (pLrrchase of office equiprrcnt) is a PC surl. Usually lor Po

sul'r'rs, prior approval to expcnd thc Bill item is usually sought fionr the lirrgineer with
thc details ofwhat is to be purchased welldcscribed. As at the time ofaudit the amount

had not bccn expended hcnce no dctailed appendix coLild be availe<i to the auditors.

107.[-le firlther sut.)tritted that therc was a typo error in Appcndix I], item No. 10. rvhere what

rvas in the descliption column was contladicting what was in tlre quantity colunrtr. He

explaincd that the descliption column quotcd 4 iterns to be purchased whilc the quantity

colunrn quoleci 5 items. Thc purchase was done based on tlre qLrantity specified in the BQ

and not ihe description as clcariy highlighted in the IIE's Sitc Instruction No. 4.

Obscrvalions of thc Conrrnittcc
108.The Cornmittce obset ved that;

i. l'hc colrtlactol was not fully executiug the works by not rcnroving littcl, not

diverting sewcr in drainage channels, not patching cnrerging potholes on the road

and the works for surface dressiug chippings had not comtnenced.

ii. 'l'he i)ill of Qauntities details of office equipment to be acquired have since been

provided.

iii. l'hc contractor has since resolved the issues mentioned on the road drainage.

iv. No evidence ofconsultation with the relevant authorities or stakeholdels to addless

the challenge ofdischarge ofsewage into the open dtains by the locals had been

Provided.
v. Tlrc nrattel remained unresolved.

Rccom nren da tions of the Contmittee
109.l'hc Committee recomme nds that:
i. Within six months of thc adoption of this report thc Authoritl' to the comlncncc

rcpairs of the broken selver lincs from the paynlent reduction for the non-

com plying sidc d ra ins.

ii. Thc Accounting Officcl to ensurc that all contracts entct'cd into by thc Authority
arc lawfirl and complied with in complitncc with section 68(2)d of thc PFM Act.

ii. Dclayed Worl<s and Roads rvith Dxccss Length
I l0.A revic,"v oI proiect status for contracts totaling to Kshs.14,452,666,851.45 with a Iength

of 4,344.99 knr levealed tha|2,733.02!<m had been do:tc while 1,612 have delayed. Furthcr,

filieen ( I 5) r'oads with contracts totaling 1o Kshs.7,200,037,I 90 did rnore kilonreters

comparcd to what lrad been aulholized in the procurerlent docurnents by 3(r2. i4 kilorletels.
No cx1;lanatior: o! approval have bcen providcd on thc cxccss kilouieters.

{
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lll.ln the ci.cu.rstances, dcrayed u,or.ks impact negatively on the deliver.y of road
i.fiastructtr.c and excess and unbLrdqetcd ,.ood *o,J.. ,ray r.esurt io unapproved roacl
expend iture.

Submissions by the Accounting Officcr
ll2.The Accou,tirrg officer submitted that thc nlanager.lcnl was analyzing thc schedure

pro,ided by thc auditors to facililate Dreparation ofdetaired ,".pon.", 
-"nd 

copies of
applopliate riocur.nents for r.eview n,ith the auditors.

Obscrva(ions of th(. Conltnittcc
I l3.The Commiftee observed that;

i No approval or docurlentation was provided lor the excess kilonteters of
362.14 kilonreters

ii' No expranation was provided fo. the delay on consrructio. of 1,612 knriii. Tlie n.tatter rernained unresolvecl.

Recommendations of the Committec
I l4.The Committee recomrncnds that:

i. within trrrec months of trrc adoption of this report, the Accountirg officer to
submit supr)orting information the derayed 1,612 km and the fiftecn-roads with
excess lcngth to thc Auditor (icneral for audit verification.

ii. The Accounting Officcr to etrsure tiurely submission of accounting
documentation rcquired for audit verification during the aucrit as pcr the
provisions ofScclion 3l(4) ofthe putrlic Audit Act, 20I5.

ra

)

MIN.NA/AA&GPC-SFAC/2024l019: ADJOURNMENT/DATE OF NEXT I\{EETING
There being no other busi
held orr Saturday 24th Feb

ncss, the meeting was adjourned at 4.24 p.nt. The next rneeting will be
ruary 2024 at 9.30 am.

SIGNDD D 

^r8...1.?. 
1.9 q. J.*.?.r.

HON. I'ATUMA ZAINAB MOHAMMDD, MP

(CHAIRPERSON)

SPECIAL FUNDS ACCOUNTS COMMITTE,
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MINUI'ES OF THE 71'II SITTING OF SPITCIAL FT]ND ACCO{JNTS COMIUII.TEE
HEI,D ON SARTADAY,24T'T T'DBRUARY 2O24,IN GARDEN SUITE CONFRENCE ON
ON 6 TI{ FLOOR, IIILTON GARDEN IIOTEL A1.9.30AM.

PRESI'NT
l. LIon. Fatuma Zainab Mohanrrned, Mp
2. Hon. Erastus Kivasu Nzioka, Mp
3. Hon. Charles Ngusya Nguria, MP
4. Hon. Eve Akinyi Obara, Mp
5. Hon. Torn Mboya Odege, Mp
6. I{on. Catherine Naldrabi Ornanyo, Mp
7. Hon. Cecilia Asinyen Ngirit. Mp
8. IJon. Joseph Kirnutai Chcrorot, Mp
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Media Relations Officer
Hansard Reporter [I
Sergeant-at-arms

Attachee

PITELIMIN ARIES
larrpelso'r calred thc meeting to order at 10. 12 arn, fo[orved rry a rvord of prayer.and
ctions.'l-he lollowing agenda rvas adopted as circulatecl:
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)i. Prayer-s

2. Pleliminaries/lntroductions

3. I{cport Writing on Consideration of thc Autlitor Gencral Reports on Accounts of tltc

Road Maintenance Lcvy Fund l(cn1'a llural lloads Authority for thc FinancialYcars

2020 I 20Xl and 2021 12022.

4. Any Other Busitress

5. Adjotrlrrnrcnt Date ofthc xcxl D]ceting.

RI1PORI'WIIITING ON (]ONSIDERATION OF TII]1
MIN. NA/AA&GPC-SITAC/2024/021 : 4gpy 'TOR GBNBITAI, IIEPORTS ON ACCOUNTS OF

'T}III IIOAD MAINTI1 NANCIi I,EVY IIUNI) (KIINYA

iTURAL IIOADS AUTIIOIIITY) IIOR 1'III] T'INANCIAL
YEARS 2020t2027 AND 202112022.

DXAMINATION OII TIID ITEPO]IT OF TIIti AUDITOIT GDNBII,AL ON 'I'HI,

FINANCIAI, STATIIMENTS OF TI-IE ITOAD LEVY FUND (KIINYA RURAL ROAI]S

AUTIIOIU'I'Y) IiOR TIIE FINANCIAL vB{lt20Z0lZ02t AND 202t12022

l. Eng. Philemon Kandie , N4l-lS, the Dileclot' General, Kcnya Rural Roads Authority

(KERI{A) appcared belorc tlre Contnrittee on Thulsday l2'l' Oclober 2023 to addtrce

cvidence on thc audited financial slatenrenls for the Road Levy liund for the Financial Years

ZO2O/2021 and 202117022. The minutes of tl.re Cornrriftee sitting, and subrnissions tabled

by the Accounting Officer are annexed to this report. Ile was accompanied by:

Ms. Catherine Butaki - Deptrty Director Communication

Cl'A Judith C Chumo - Deputy Dilector Audit Services

CPA Williarn Abungu - PLincipal Accouutant

CPA Matilda - Deputy Director Finance

.Eng. Peter Gichohi - KEIf RA Dilector MTCE

3.1 Exanrination ofthc report ofthc Auditor-Gcneral for thc Financial Year 2020/2021

Unsupportcd Cash and Cash Equivalents

2. The Staternent of financial position reflects casli and cash equivalent balance

ofKSI]S.20,827,705,000 as disclosed in Note 7 to the financial statements. The balance of
negative cash balance of ksh 26,035,445 in the Road Maintenance Levy Fund (RMI-F)

Operations l{eadquartels account which has been offset contrary to paragraph 48 of
International Public Sectol Accounting Standard (lPSAS) j thal prohibits offsetting of
assets and liabilities and rcvenue and expenses unless required or permitted by II'SAS.

Submissions by the Accounting Officer

3. The Accounting officer suburitted that the negative balance was a cashbook baiance, which

rvas rectified in thc subscquent ntonth of July 2021.l-lre bank stalemettt as at 3Oth .lune

2021 ivas 1;ositive Kshs. 75,231,'107.53.

a
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Obse rvations of the Conrmittce
4, The Committec observed that:

i' 'r'he rregativc ba.rancc 
'vas :r casrrbook barance rvhich ivas rectified in trre. subsequent montlt of lt y 2021:ii 'fhe managemert hu. ,in"" p.ovided the r.econciriation r.hat corrected the_. anonraly for verification; andiii. The rnatter is rcsolved.

Recommendations of the Committee
5. The Committee rccorrntcnds th,, rh^   ^^^..-.:_ ^^-

accounting und fi,,u,.,"i,""nds 
that thc Accounting officer to e'sure tl.rat aJl applicable

in thc prcparario,, or,n.'.lllt':l:' 
systc'rrs' standards'.laws' 

';;;";;;;. #;.,ffi*
Mana!"menr n.,, r;;;';:'ri,".l...1il:,;,il :,:lij,ffi f#I j**;hfr,,r.
SectorAccounti'gStandar.clsnoorarrp".n"gr*"r,O,frlofthepublic'inance
Management (National Cou"n.,,r"n,; iil;;i;;il;i,

3'2 Examination of the reporf of the Auditor-Generar for the Financiar year 202112022a, Inadequate l)etails in the Ledgers6 The Statement of financiar perrorman.e and Note 4 to the financiai statements reflects Ksh23'295J3a'o0o in respect of road works 
"*o"nJri,,,."ir",uded in this arrount is l0%RoadMaintenance Levy Fund (RMLF) 

" 
i,i*f ji,,f. r."ra.',

lY!l!i;i[]f,:lirl:,:::::r;,.;;;;,;;;,',#;",':i::[T:,,:i,:]1":i:i;ffi,','*
road works *r*0,,,* ii",l',,:I:;;:i:;:J#T:,ff::.,If ,;;*m;*lil:;*
RMLF co'stituency Roacrs funds. rrr" r"u". u"L"""1,r",r0", various payments totii.g roKsh 951,756,566 which had no system O*".,oii"r1r,"iing details of payments. 

l

' i']oJ[;H;::':iT::, ffi,T;,ffJ 
and compreteness or pavmenrs totaring to Ksh

Sub

8

0bservations of thc Conrrnittee
9. The Committee observed that;

missions by the Accounting Officer
' The Accou,tirrg orficer submitted that the_systern descr.iption ofpayec and detairs ofpaytnents in the various ledgers has since bcen .*L*"i""". provided for vcrification.

lt

Il:^g:-r,"*,, 
ledger provided for au<tir review revealed rhat paynrents undervalrotrs codes had no systenr d

rr,. a"r* i,,, ,r,.;J;;rl:illi'*crrptrorr 
of payee and derairs of paynrenrs.

l"dg"., *r. o."r;;;;;;r;';'.'"vce 
and details of payrnerlts in the various

lr,J,r",,"l ,."r*ffi;;;ili"":'nsitiott to the ERp svsrerni and

.3

l



,

Meeting with tlre PLinciPal

Secretary State DePartnen -I
Livestock to examine

leports of the Atrditor
General

Confi rmatiot't of Minutes

f.-
)

Annextul'e Schcduled Business

SPECIAL FUNDS ACCOUNTS COMMITTEtr SCI{ED

SDSSION IYIARCII - APRIL 2024'

ULE OF MBT.]TINGS FOR TI{E THIRD

AGENDAFINANCIAL
YEARS

FUNl)DATITS

REPORT WRITING RETREAT

i;;;iJ;;;;, "ithe 
KURA, KENIIA, KWS & KERRA reporrs)ThulsdaY

22ND Februarr 2024'

Sunday 25'l' FebruarY

2024

2020121
2021122

Veterinary servtce

Development Fund
2

Meeting with the PrinciPal l
Sepretary state dePartment

State Department for
Internal SecuritY and

National Administration to

examine rePorts of
the Auditor General

t2020121
2021122

National
Humanitarian Fund

WednesdaY

28th FebmarY 2024

Time 9.30 art

ThursdaY
29s FebruarY 2024

Time: 9.3Oam

3

Meeting with the CEO of
Spo(s Arts and Social

Development Fund to

examine rePorts of
the Auditor General

)

2021122Sports Arts and

Social
Development Fund

Tuesday
5s March 2024

Tinre:9.30atn

4

IN I]OUSE
MEETING

Tuesday
7th March 2024

Time: 9.3Oam

5
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t.L
6 WORKING RETREAT 1'O EXAMINE

20i7 AND2022
JUDiCIAI{Y MOITI'GAGIJ SCHEME FUND 20I2.

AND KUCCPS MO,I{'fGAGI] SCI{EME FTJND 2O2Ol 2021 AND 202I/2022

ITRIDAY/ SARTADAY
8rh and 9th March 2024
KIAMBU/MACHAKOS

,.

8

t0.

7 Tuesdal,
12 'March 2024
Time: 9.3Oam

Goveittnrent Press
Fund

zutut2 I

2021/22
Meeting with the

Governntent Printer to
examine repons of
tlre Auditor General

Thulsday
l4tn March 2024
Time 9.30 anr

Jubilee Party 20t7 /18
20t8t19
20t9/20
2020/21
2021/22

Meeting with the CEO to
exarlrine repotu of the
Auditor General

9 'fuesday

l9tt Marcl.t 2024
Tinre 9.30 am

In h ouse Confirmation of Minutes
and pcnding Business

MOMBASA

Mai fu
fi

fo

a Co ab rao ve) To k n r Iea th aS an Ren ITIu ra no oC mm ss no P AS s boa rd a dnFo l. EC oF TH AE DU ToR GENERAL to a l' h co mmpP ttee on am e Mortga8
and arC oan schem fu dnb n S ec on ls) p fo erh oR ad n a t-lce dt1 eR rtSv a dn rhe taUpo LO e ngeK rfo oT ru sm n1ro to on fu dnp

c eetM n th h) D rec or G neral to exam n T rto s o ef dup ro Gener,t rCo n-lm u Il ca o oII I Ke l') vers S ryaN nFu d

REPORT WRITING RETREAT TO CONS
Short Recess: Friday, Z2nd March _ Monda

IDER REPORTS
y,8th Aptil2024
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)
MIN.NA/AA&GI'C-SFAC/2024I026: ADJOURNMI'NT/DATEOFNEXTMIIIITING

Therc being no other business, the meetirrg rvas adjoulued at 4.14 p.ln. The next rreeting will be

held on Wednesday 28th Febluary 2024 at 9.30ant'

.o m r... J.?..1.Q 8.l.zeZ

a

SIGNED

IION. FATUMA ZAINAB MOI{AMIVTBD, MP

(CIIAIITPERSON)

SPECIAL FUNDS ACCOUNTS COMMITTE

c
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