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l. Acronr rns arrrl Olossary of 'I.crnrs

CIUK (.cntral Bank of Kcn1,a

CPn (.cr1ifiecl pLrblic Accountarrt

EIK l..nvironment Institutc ol.l(enya

IIXIM trxport - Irnport

FY lrinancial year

GK (iovernmcnt of Kcn1,a

ICI)AK I,stitute o{'certiricd I)Lrbric Accountants of Kenya

ll II(M lrrstitute of I luman l{csourcc Managcrncnt

IPSA s l,ternationar pLrbric Sector Accounti,g Standarcrs

KeNHA Kcnya National Ilighways Authority

KISM Kcnya lnstitute of Supplics Management

Kshs. Kelya Shillings

LSK Law Society of Kcnya

MR'l' Ministry ol-l{oads ancl 
.l.r.arrsporL

NLMn Nationar Linviro,me,t Mar*gcrrcnl Autrrority

I)n l) I)rcject Atlbcted pcrsons

l)FM lrublic lrinancc Managcntcnt..

PSn sB ,rr'ric Sect.r' Acc.urrtir* Strrrdarcrs Board

I{MII l(crrnrinbi

SDC Sustairrablc I)cvcloptncnL (ioals

l'N'l' National .l.rcasury

t jn 
t ln it ol'AccoLrnt

t,lSI) t jrr itecl Statcs [)ollar.

il



.,1nnuul Report und l;irtutrt'iul Stulcme trts Jbr thcTy,,ntiul .t'urr cndad June -i0, 202-l

2. Proiect Intirrnrati<tn antl Ovcl'all l)crftrrnrancc

2.I Namc antl registcrcd ol{icc

cct Namc I(ibwczi

Pro.iect Objcctives

'['he loan will contribute to itnpt'ctvc thc acocssibility, alfordability and

rctiability ol'the transport inll'astructurc systct-t't to protnote ccollollllc
growth and socio-econotnic clcvclopment in Kenya.

I'}roject [{cgisterrcd
Olfice and Physical
Location:

'l'he projcct headquarters ofl'iccs are at Barabara Plaza, Jot"t-to Kcr-ryatta

Internatior.ral Airport, Nairobi, Ol-f Mazao l{oad

Projcct Addrcss
P.O. Box 49712-00100
Nairobi

Contacts
l.elcphonc: 020-801 3842; [lrail dg@kcnha.co.kc; Website

www.kcnha.co.ke

2.2 Pro ect Information
Projcct Start I)atc 28tl' November 2016

I)roject lrnd l)ate l4th Ma 2022

Project Mauager: Iur II Gakuru - Ag. I)ircctor, I)cvelopmcrrt

Project Sponsor:

2.3 Pro ect Ovcrvierv
I'hc project is undcr the supcrvisicln of thc State I)cpzrrtmcnt o1'

ll.oads undcr the Mirristry of'lloads and 1'rausport

N/n

Strategic goals ol'thc
I)ro.iect

i)lrtrprovcntctit ol- Socitt-cconornic status ol' Makr"rcrli ittld Kitui
corruties and the wholc cottlttry at lzrrgc.

(ii)-l'hc road projcct u,ill link Kitui and othc't'countics ar.rcl hcl1.r

btlost touristt-t, tlit-tcl'aI cxploitatiou atrcl tratrsl-rot'tttti<>u rll'

agrioultr.tt'ztl prttdttce artcl lirth thc rcgion to thc Mclt-nbasa l)ort.

(iii)l{ccluction of travcl tintc and vchiclc ancl vchiclc tttaritrtcttancc

ancl opcralit'rt-t costs.

(ir,) 'l'hc 
ltro.icct (as part ol'thc Monrbasa lsiolo-Atlclis Ababa

l{oacl 'l'r'trnsltortation (lon'iclor) will strcngthctt aticl boost rcgiorlitl

traclc bctwcctr Kcnya. lithiopia and Sotrth SLttlarl.

(r ) Strcpgthcn tltc ('onucction bctwccu Kct-tvlt's thrcc ttlaitl I'cgiorlal

trapsltp;l crtrt'iclot's: Not'tltct'tt Clorriclot' (Ati)" thc Kctl)'a lrtlliopitr
rlidur (A_2) tr1{!1liu 9.Utlt,t--, LfEflAS) -( 'tr

lll

Line Ministry/Statc
I)clrarltttcttt of tlic prtljcct

Pro.iect trumbcr
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Annual R and Fino nciol Stotements for the ntncial Jtear ended June 30, 2023

Project Information and Overall Performance (continued)

Summary of Project
Strategies lor
achievement of strategic
goals

'l'he project management aims to achieve the goals

implementation of the project in timely, efficient and

manner

USD
Base
Rate

Foreign Exchange
Cost

Total

% USD SDA. Civil Works
Kibwezi -
Mutomo - Kitui

85% 194,740,599.46 794,740,5

TOTAL 1 740 s98.46 74I

Other important
background information
ofthe project

PROJECT COMPoNENTS AND COSTS LOAN

contract No. KeNHNl469/2016 - Sinohydro corporation L
the Contract sum of Kshs 18,404,gg9,139.00

The proJ ect ls financed by Republic of China through The
Import Bank of China at 8 5% on Civil works
incluslve of works consul tancy supervrston whi le 5% ls
by the Government of

Project Background: -
In January 2011, the

Kenya.

Governm ent of Kenya (GK) and M
S inohydro Corporation of China entered lnto a commercial
for upgrading of the Kibwezi Mutomo-Ki tur road
precond tion for recelvlng financmg from the Export Import
of China.

In September 2016, the
Corporation agreed on a
scope of works as follows

Government and COntractor S
42 Month Contract to execute a

a) Engineering, procurement and Construction of
Kitui (l45Kms) Road;

b) Engineering, Procurement and Construction of
Migwani direction (16.7 Kms);

c) Related Township Road
Kibwezi 1'ownship Itoads (3Krns), Ikutha l.ownshi
(3Krns), Mutomo Township Roads and Kitui T

p

d )

Roads (8Kms)
Kibwezi and K tu Inte rchange s

) Rehab ta o11 ol' the K tui Kabati Road ( 2 S )
Ki

e

K bweZ and tur Road Soc ial Ammen tie S

Km

l\/
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Atttrttul Rcport und l"irturrcinl Stutenrcnts.fitt'the/inonciul -1tox1'ended Juna 30,202-l

I)rojcct Inforntation antl OvcraII l)erfbrmatrce (continued)

2.4 Ilankcrs
Co-Operative Ilank of Kenya Ltd
lJppcr Ilill Branch, Nairobi
Account Number: '01 141 160979900

2.5 Indcpcndent Auditor
Ar"rditor Cicneral
Office of thc Auclitor - Gcneral
P.O. Box 300t14 - 00100 GPO

Nairobi

2.6 lloles ancl ltcsponsibilitics
Itcs onsibilitics

DD (Irnvirontne:ntal &
Social)

I)l) I"inancc &
Accor-rr-rts

Ms. Norah Oc'lingo C)orporation Sccrctttn, /
Dcputl, I)ilcctor l.cgal
Scrvices

Plo.jcct l,cgal Spccialist

Mr. I{ichard I(ilcl AD Sr-rppl1,(lhain
Sclvice s

Assistant I)ircctor'
[ [urlan Ilcsourcc

Itcgistcrccl M crn l"rcr

K ISM
I{cgistcrccl Mcnrbcr'
IIII{M

I) ro.l cc1 Proc urctn ent

ia I ist

Prcr.jcct Hutnatr
I{csourccs Spccialist

S

Ms. Nlatiltla
Mr.l,angi

Arears that tlre Project
was lbrrned to inlcrvene

1'he pro.icct was lbnlcd to intervcne in thc lbllowing arcas:

LJpgracling to bitLurcn stanclard thc I( ibu,czi-M ulomo-Kitui-Kabati -

Migr.r,ani (A911164) I{oad is part of thc Northern Corridor 'ft'ansport

Irnprovenrcnt I'}roject. lt will cate r fbr through tral'Ilc litnr

Mombasa via Kibwezi to Moyalc and into l:ithiopia on a liienclly

direct alignment witl-r less steep slopcs and recluces travel timc by

avoiding thc neccl to pass through Nairobi. The sections liom lsiokt

to Marsabit and Moyale were reccntly completccl and that betweetr

Kibwczi ancl Isiolo is the missing link of whicl-r the projcct road

forms thc first scction.

Projcct duration
1'he project financing agreement starteci on 28th Noven-rbcr 2016

and endcd on 14 May 2022

Kcy qualiliczrtionNAMTIS Title Designation
Itegistcred Ilngineer Proj ect lrnplcrnenli ng

'l'cam l.eadcr
Eng. IIcnry (iakuru Ag. I)irector,

I)eve loprnent
I{e,{istcrcd }'ln g i neer I)roicct Co-OrdinatorEng. SanrLrcl Ogogc DD .. Spccial Proiects

Sa l'cgLrard Special istMr. W. Nyatwzrnga

Pro-iect liinanciaL
spccialist

Registcrcd
Ilnvirclnmcntal
Spccialist
Ccrtifiod Public
Accour-rtan1

Mr. Chanjc Kora

Mcrnbcr ol LSK
Advocatc o['1hc
IIigh Oourt o1'

Kenya

Man cnrcnt
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A. Source ofFunds

I'rojcct Inlbrmation and o'crall I'crlbr.ma,cc (continuccl)

2.7 Funding summary
'l'he llrojcct is Ibr dtrration of {lve arrcl hal[- ycars with an appro'ec{ lozrn of LJSD
1L)4,740,598.46 cquivalcnt to Kshs. 15.(t44.154,918 as highlighted in the table below:

'k'l'he undrawn balancc from the Devcl
aglccmcnt lapscd in FY 20lTll22 prior 1o

opmcnt I)artner was
pro.icct cornplction.

not utilized since the llnance

Note: - Contract Iixchange rate - Kshs. ti0.3333. Counterpart conrponent costs inclucles the costof land acqr"risition, rclocation of serviocs ancl pro.iect <lpcratir-rg costs hence exceeding the
atnount o1'LlSl) 34,365,987.96 (Kshs 2.760.733.220.ti5 equivalent).tot",l in tlic loan agreemlnt.

B. Application of Funds

15,591 .222.456 194.t 56.371

.1,6 I i.93 0.tt6ti

Sou rce

of funds

Donor Anrount rcceived to date Undrawn balance to

datc*Commitnrents

USD Kslrs USD Kshs USI) Kshs

(^) (A',) (B) (B',) (A)-(B) (A',)-(8',)

(i) Loan

China

Ilxim

Bank

t94,140,598 15,644,t 54,921 t94,t56,377 15,591,222,456 584,222 46,932,465

(ii)

Counter

part

Iiunds

3,613,930,86tt 3,6 13,930,969

Total 194,740,599 19,259,095,799 194,156,377 19,211,153,324 584,222 46,932,465

Application

of Funds

Amount reccivetl to 30th Junc

2023

Cumulativc Amount paid to

30th June 2023

Unutilised

balancc to datc

IJSD Kshs TJSI) I(shs TJSD Kshs

(A) (n ') (B) (t]') (^)-

(B)

(1\',) - (B')

(i) Loan

China llxirn

llank

194,1s6^317 15,591 .222.456

(ii)

Oountcrpart

l:'u rr rl s

'l'otal

3.60i.i46.686 I 0,-5 84. I 82

I94,15(r,377 10,584,I li219,211,15J.324 194,740,599 I 9,200,5(r9,142
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l)ro.icct Infbrnratiun antl Ovcritll l'crform:tncc (continuctl)

2.8 Surnmary of Overall Proicct I'crlbrmancc:
a Ilud (brmancc ainst actttal atnouuts filr ourrcnt cal ancl fbr cutnulativc to-clatc: -

(b) Irhysical progrcss basccl on outltuts, outcome and impaots since projcct commcllccmcnt.
'Th; 

projeit physical progrcss is()9.()o of original scopc ancl29.60/o fbr Addenclum No' 3 Works

c Abso on ratc fbr cach si ncc thc collllllcllcetnent ol' tlte l'o cct

Sumrnary of I'roiect conlpliancc: -

'fherc werc po r.cpsrtccl cascs ol'signiticant non-compliancc with altplicablc laws anc'l rcgLrlations

iind csseltial cxtornal l-rnancing agrcctttcnts/ccn,cttattts in thc lirlaulcial ycar.

FY 202212023 Cumulativc

Actual lluclgct 0//o Actu:rl Budgct o//lt

Countcrpart
Funds - GK

178,569,276 118.569.276 100'% 3,603,346,686 3,729,580,276 97Yo

Loan from
External
Devclopmcnt
Paftncrs

15.597,222,456 18,530,000,000 84%

Total 778,5(t9,276 178,5(t9,276 t0llo 19,200,569,142 22,259,,580,,276 tl6ul'

Financial Year Budget Actual Percentage
(%l

FY 2022123 178,569,276 1(t7,985,094 940h

FY 2021122

FY 2020121

490,000.000 43.718,465 9o/o

2,465,910.929 2.447,741),803 99%

FY 2019120 6,1)92,325.635 5.861 ,085,9ti6 84%

FY2018/19

FY 20171t8

J, 095,01 I ,144

2,153,12.5,000

3,067,888,083 990

2.019,210,943 97Yo

FY 2016111 6,884,638.292 5,532,870,7 6,.3 SOYo

TOl'AL 22,259,580,276 19,200,5(t9,142 tJ6"h

\. ll



III6WT,ZI _ MU'IUMO _ KIL'UI _ MIGWANI ROAD T'ROJECT
Annuol and F-inanciol Statements the ncial yeor ended June 30, 2023

3. Statcment of Performance Against Project's Predetermincd Objcctives
Below is a summary of thc l)ro.iect's performance against thc predetermined objectives:

Objectivc Outcomc Indicator Performance
(i) Improvement o1'

socio-economic status
o1'Makucni and Kitui
counties and the
wholc country at
largc

Socio Economic
Status

Cornpletion ol 760/o of
Road Project
contributed
improvement of
economic status
job creation,
facilitation and
of tourism

ii) Thc project road
will link Kitui and
other counties and
help boost tourism,
mineral exploitation
and transportation of
agricultural produce,
and link the region to
the Mombasa Port.

Level
Economic
Activity

of completion of ION of 
4Road Project tl

contributed towarl
improving the level r

economic activity throul
job creation, trq
facilitation and promoti,j
of tourism

Improve the
accessibility,
affordability and
reliability of the
transport infrastructure
system to promote
economic growth and
socio-economic
development in Kenya.

(iii) Reduction of
travel time and
vehicle and vehicle
maintenance and
operation costs.

Reduced Travel
Time

155 Kms of the projectl
cornpleted, henl
significantly reducing tl
travel time

vilt



Annuul Reptt rt urtrl Iiinunc'ial Stulcmants fbr thc.fittttrtciul -1'au r andad .lunc -10, 202-l

4. Enviroltnrcnt:tl antl Sustitinability l'cpol'ling

'l'hc Kibu,ez.i Mutonro Kitui , Migw'ani l{oacl I)ro.iect exists to translbrrn livcs.'l'his is oLtr

purposct 16c clrivipg fbrcc bcliincl cvcrything r,ve do. lt's what gLridcs us to cieliver ottr stratcgy'

Ilelow is a briel'|ighliglit cl[-our activitics that clrive lowarcls sr-rstainatrility.

l. Sustainnbility strategy ancl profilc

Sustairrablc Devclopmcpt Goals (SDGs) 2Ol5-2030 provicles a plan of action I'or the attaiumcnt ol'

peace a.6 prospcrity. Irivc out o1-thc scventeen goals are pcrtincnt to rnanagctnent of projects bcing

undertakcn by the Authority. 'l'hesc are bcing aclclrcssed thror.rgh thc following initiatives;

a) Go,d hccrlth uncl v,ell-being (SDG -3). 'l'he Authority strivcs to unclettake lloacl

Safety Audits to identily accident black spots, irnplemcnt intervcntion tneasurcs atld

provide road salbty cducatiot't to roduce accidents;

b) cjantler liquclity (sDG 5)..',1'hc Authority cncollragcs mainstrearling of gctrdcr

eclr-rality i6 project ancl progranlmcs by incorporaling cotlpliaucc to onc third gcndcr

rule iu procLlrcmcnt and rccruitmcnt;

c) Intlustry, iln6vation crncl in/io.slruclure (SDG 9); '|hc ALrthority dcvelops quality ,

reliable. sr.rstainablc ar-rd rcsilicnt inh'astructure inclucling rcgional and trans-borclcr

ir1li.astructure to support cconomic cleveloltmcnt and httman wcllbeing with a lbcus

on aflbrdable ancl cquitable access lbr all;

cl) Su;;tainctble cities apd conutttrnilie.s (SDG I l);'l'l'te Authority cndeavours to cxtcnd

t6e pavecl rond letwork to hitherto underscrvcd areas in the regiotr to improvc

patiolwic'lc acccss to high sltcccl and all -- weather councctivity; ancl

c) olitnata ucti0n (f;DG /3):'l'hc Ar.rtl-rority cncleavours to cornbilt ncgativc imllacts o1'

rozrcl devclgpp1c1rt thror,rgh cnvironmcntal rttitigati<ln, clinlatc chatlge lneztsLtrcs tttld

coml-rlizrncc with Natiorral I'.nvironmcnt Mtttragctncnl Atrthority (NliMA)

rcquirctt-tctlts irl all clcvcl<lptl-tcrlt projccts

2. llttvironmcntal pcI'ft)l'ltlallcc

.l'he ALrthority is workirrg townr.cls cnsuring cnviror-u-ncntzrI sustaitrability irr lllo.iccts by urlcle|tal<itlg

tr.ee pla,ti.g excrciscs. iurplcnrerrtatiorr ol'r'or.rtl bctrLrtillciiti()n l)l'()!ll'artls- clllbrcc reitlsttttctrlctlt tll

quarrics.ucl b()rr()\i, pits n[icr cor-rstructiou r,r,orlis. unclcrtakcs t'cgttlat'IitlVirotlltletrtttl Itlrl-)ac1

Asscssr.rc*t (llln) ALrrlits. carr.ics out M&lr on I'lnvirounrcnt anrl Sociitl Matlagcttrcttt l)littt

(ESMI)s) as r,r,cll as lrprirgnntcntal Social ltnltact Asscsstt-rct.tt (lrSIA) otr l"rrtr.iccts'

l\
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llnvir.n rncn tal and Sustainabirity rc.or.tin g (continucrr)
3. Ilnrlllovce lyclfhrc

In all its staf)'appointt.t.lcltts, thc ALrthority takcs clcliberalc actions t. cmbracc I:qual llnployment
opporlunity polioies, gettclcr mainstreanring. ac'ldresses conccrns arouncl Irersons Living with
I)isabilities (PwDs) ancl takes aI'flrn-rativc action i, linc with prevaili,g Government ,oji.,
guidclines' 'l-he Ar-rthority llrioritizcs training to develop tcchnical capacity ol. stalT i, t6c fields o1-
valuc l:rlgi.eering, Pro.icct lrinancing, Pro.icci contract Managcmcnt, pcrfbrmance Basecl
Maintenancc and Salety.

4. Marhct place practiccs
'l'he Authority strives to ensttre responsible cornpetitiorr practices through r-rndertaking annual
govcrnance audits in projeots, monitoring thc irnplemcntation o1' policics and fr-rrther promotes
ethical concluct in projccls.'l'he Authority cqually sc.rsitizes stalf o, oor.rption and intcgrity.'l'hc AutlioriLy undertzrkcs to be actively involvecl in thc ncgotiations cluri'g budgel sector hcarings
it't order to increase budgelary allocations lbr pro.iects thus honouring contracls by paying its
liabilities on time.

5. Communify Engagemcnts

During the irrrplemcntation o1'the Projcct, thc ALrtho.ity is comnrittccl to rcrnaining a responsible
corporate citizen by being accountablc lbr its actions through engaging in I,ublic lrarticipation. The
I)rojcct's goal in tert,s of comntutrity orgagcnrcr-rt is to cnsure that thc projccts fosler long-term
rclationsliips with stakcholclcrs ancl comrnu.itics arouncl thc pro.icct. 'l'hc airn is no1 .iust to build
roads that lbstcl dcvclollluerlt but t. cttsurc collab.ratio, with thc local cornrrunities to achieve
sr:staitlable dcvclopmcrll' 'l'hc pro.icct stall' is alst'r cr.rcouragccl t. give back to socicty by
participating i, thc Autrrority's curporatc s.ciar rcsporrsibirity pro.iects.

'l'hc corltractor has bccll irlvolVccl in various ('SI{ activitics gcar.ccl rowar.cls provicling social
alncttitics to thc local rcsiclcnls tlttough cl.illi,g ol'borcholcs ancl c.,st*rcti.r-r o['r.r,ater kiosks along
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REPORT OF ITHE AUDTTOR-GENERAL ON UPGRADING OF KTBWEZT-MUTOMO-
KITU!-MIGWANI ROAD PROJECT NO. BLA2O16KOO1 FOR THE YEAR ENDED
30 JUNE 20 - KENYA NATIONAL HIGHWAYS AUTHORITY

PREAMBLE
I

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

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

B. Report on fawfulness and Effectiveness in use of Public Resources which considers
complianc4 with applicable laws, regulations, policies, gazette notices, circulars,

, guidelinesiand manuals and whether public resources are applied in a prudent,

; efficient, eponomic, transparent and accountable manner to ensure government
I achieves vf lue for money and that such funds are applied for the intended purpose.

, C. Report on Effectiveness of lnternal Controls, Risk Management and Governance
which congiders how the entity has instituted checks and balances to guide internal
operations.i This responds to the effectiveness of the governance structure, the risk
managemqnt environment and the internal controls, developed and implemented by

; those charged with governance for orderly, efficient and effective operations of the
entity.

;An unmodifie{ opinion does not necessarily mean that an entity has complied with all
lfelevant laws and regulations, and that its internal controls, risk management and
lgovernance s),Ftems are properly designed and were working effectively in the financial
year under revlew.

The three pafts of the report are aimed at addressing the statutory roles and
responsibilitied of the Auditor-General as provided by Article 229 of the Constitution, the

i Public Financd Management Act, 2012 and the Public Audit Act, 2015. The three parts of
the report, whdn readtogether constitute the report of the Auditor-General.

.RTPONT ON THE FINANCIAL STATEMENTS

Qualified Opidion

I have audited lhe accompanying financial statements of Upgrading of Kibwezi-Mutomo-
Kitui-Migwani Road Project set out on pages 1 to 30, which comprise of the statement of

,Raport of the A
'the year ended

on Upgrading of Kibwezi-Mutomo-Kitui-Migtt)ani Road Proiect No. Blo20l6k00l for
Kenyo Nqtional Highways Authority30 June, 2023 -



t

financial assets and liabilities as at 30 June, 2023, and the statement of receipts and
payments, statement of cash flows and statement of comparison of budget and actual
amounts for the year then ended, and a summary of significant accounting policies and
other explanatory information in accordance with the provisions of Article 229 of the
Constitution of Kenya and Section 35 of the Public Audit Act, 2015. I have obtained all
the information and explanations, which, to the best of my knowledge and belief, were
necessary for the purpose of the audit.

ln my opinion, except for the effect of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of Upgrading of Kibwezi-Mutomo-Kitui-Migwani Road
Project as at 30 June, 2023, and of its financial performance and its cash flows for the
year then ended, in accordance with lnternational Public Sector Accounting Standards
(Cash Basis) and the Public Finance Management Act, 2012 and comply with the Loan
Agreement No. 8LA2016K001 dated 28 November, 2016 between the Export-lmport
Bank of China and the Government of the Republic of Kenya.

Basis for Qualified Opinion

1. lnterest on Delayed Payments

The statement of receipts and payments and as disclosed in Note 4 to the financial
statements reflects acquisition of assets of Kshs.167,855,694 which includes
Kshs.32,107,000 which was paid as interest on delayed payments. Further, Annex 4 to
the financial statements reflect pending bills amounts of Kshs.3,384,415,397 which
includes interest on delayed payments totalling to Kshs.261,293,822.

ln the circumstances, the delay in payment of certified works has made the Project costs
to continue escalating with interest payments which are irregular charge to public funds.

2. Delayed Payments to Persons Affected by the Project (PAPs)

Annex 4 to the financial statements reflects a pending bills balance of Kshs.3,384,415,397
which includes amounts totalling to Kshs.1,604,681 ,725 for acquisition of land from
persons who were affected by the implementation of the Project which had not been paid.
Further, the Project Status Report reflected a balance of compensation to Project Affected
Persons (PAP) amount of Kshs.2,358,005,175, which differed with Annex 4 to the
financial statements which reflected outstanding amount of Kshs.1,604,681,725 resulting
in an unexplained variance of Kshs.753,323,450. The Project risk losing funds through
legal disputes with the affected persons.

ln the circumstances, the accuracy and completeness of the pending bills on acquisition
of land could not be confirmed.

3. lnaccuracies in the Statement of Cash flows

The statement of cash flow reflects total net cash flow from operating activities amounts
of Kshs.172,370,600 which differed with the recalculated amounts of Kshs.178,439,876
resulting to an unexplained variance of Kshs.6,069,275.

Report of the Audilor-Cenerql on Upgrading of Kibwezi-Mutomo-Kilui-Migwani Road Project No. Bla20l6k00l for
the year ended 30 June, 2023 - Kenya National Highways Authority
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ln the circumstances, the accuracy and completeness of the statement of cash flow could
not be confirmed.

4. Non-Disclosure of Retention Money

The statement of financial assets reflects cash and cash equivalent balance of
Kshs.10,584,182 which excludes retention money totalling Kshs.3,034,123 deducted
from payment to the contractors but had not been refunded. No explanation was provided
for the anomaly.

In the circumstances, the accuracy and completeness of cash and cash equivalent
balance of Kshs.10,584,182 could not be confirmed.

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of the Upgrading of Kibwezi-Mutomo-Kitui-
Migwani Road Project Management in accordance with ISSAI 130 on Code of Ethics. I

have fulfilled other ethical responsibilities in accordance with the ISSAI and in accordance
with other ethical requirements applicable to performing audits of financial statements in
Kenya. I believe that the audit evidence I have obtained is sufficient and appropriate to
provide a basis for my qualified opinion.

Key Audit Matters

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

Other Matter

Unresolved Prlor Year Matters

ln the audit report of the previous year, several issues were raised. However,
Management has not indicated how each of the issues raised in the previous year
Auditor-General's report, was resolved, including the information required under the
prescribed reporting format.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the matter described in the Basis for Conclusion on LaMulness and
Effectiveness in Use of Public Resources section of my report, I confirm that, nothing else
has come to my attention to cause me to believe that public resources have not been
applied laMully and in an effective way.

Report of the Auditor-General on Upgrading of Kibwezi-Mutomo-Kitui-Migwani Road Project No. Bla20l6k00l for
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Basis for Conclusion

Non-Completion of Works

Review of the Project documents revealed that the Management entered into a contract
with the Contractor at a contract sum of Kshs.18,404,888,139 on 20 September,2016.
The date of commencement was 16 August, 2017 for a period oI 42 months with
expected completion date of 15 February, 2021 . Later, there was an extension of 329
days thus, the revised completion date was 04 October, 2022 with the defects notification
period of 12 months which was completed successfully.

Further, there was Addendum No.3 to the contract which increased the scope of the works
to be done to include Tulia-Migwani-Mbondoni Road section which varied the contract
cost by Kshs.3,141,024,204, thus raising the contract total sum to Kshs.21,545,912,342.
The variation order was issued on 08 March, 2021.

However, physical verification carried out on 02 November, 2023 revealed that the
insurance and the performance guarantees have all elapsed and the Contractor has
ceased operations and abandoned the site with about 30% of increased scope of works
in Addendum No.3, completed. The contractor took the action due to non-payment.

ln the circumstances, the value for money realized from the Project could not be
confirmed.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, R]SK MANAGEMENT
AND GOVERNANCE

Conclusion

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

Basis for Conclusion

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

REPORT ON OTHER LEGAL AND REGULATORY REQUIRE]VIENTS

As required by Export-lmport Bank of China, I report based on my audit, that

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

ii. ln my opinion, adequate accounting records have been kept by the Project, so
far as appears from the examination of those records; and,

Report of the Auditor-Generql on Upgrading of Kibwezi-Mutomo-Kitui-Migwani Road Project No. Bla20l6k00l for
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iii. The Project's financial statements are in agreement with the accounting
records and returns.

Responsibilities of Management and those Charged with Governance

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

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

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

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

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

Auditor-General's Responsibilities for the Audit

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

ln addition to the audit of the financial statements, a compliance audit is planned and
performed to express a conclusion about whether, in all material respects, the activities,

Report of the Auditor-General on Upgrading of Kibwezi-Mutomo-Kitui-Migwani Road Project No. Bla20l6k00l for
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financial transactions and information reflected in the financial statements are in
compliance with the authorities that govern them and that public resources are applied in
an effective way, in accordance with the provisions of Article 229(6) of the Constitution
and submit the audit report in compliance with Article 229(7) of the Constitution.

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

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

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

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

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

o Conclude on the appropriateness of the Management's use of applicable basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the Project's
ability to continue to sustain its services. lf I conclude that a material uncertainty exists,
I am required to draw attention in the auditor's report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to modify my opinion. My
conclusions are based on the audit evidence obtained up to the date of my audit
report. However, future events or conditions may cause the Project to cease to
continue to sustain its services.

Report of the Auditor-General on Upgroding of Kibwezi-Mutomo-Kitui-Migwani Road Project No. Bla20l6k00l for
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r Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

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

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

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

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

CPA
AUDITOR.GENERAL

NAIROBI

15 November,2023

Report of the Auditor-General on Upgrading of Kibwezi-Mutomo-Kitui-Migwani Road Project No. Bla20l6k001 for
theyear ended 30 June, 2023 - Kenya National Highways Authority

7
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KIBWEZI _ NIUT'OMO _ KITUI _ MIGWANI ROAD PROJECT
t ond Financial Statements the financial ended June 30,2023

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

Annual R

The accounting policies and explanatory notes to these financial
financial statements. The financial statements were approved
signed by

statements fo-rry an integral
on 26 SiP 2i}?3'

part of

NI*La4,
Eng. Kungu NOrnS- Eng. IIcnry Gakuru

Ag. Director, Development
CPA e Kera
Deputy Director (F&A)
ICPAK Member No: 82

Director General

2

13,619,305

2022/23

Kshs.

20214

Ksl

13,618,305

3,034,123

10,584,192

1 0,5 84, I 82

I
I

1

I

Net Assets

Represented By:-

Surplus / (Deficit) for the year

Fund balance b/fwd

Total Financial Assets

Net Financial Position

Financial Assets

Cash and Cash Balances

Financial Liabilities

Payables - Retentions

Notes:-

5

6

8

10,584,182



IIIBIYEZI - MLlT'Ort(O - I(IT'(./I _ MIGWANI ROAI) PR0JECT'
Annu|l Report und l;irtotrciul Statentants /br theJinunciul )'eor ended,Iune 3!.4?:

lteceipts
Receipts fbr operatirtg itrconrc

l'ransfers fi'om (lovernttrcnt errt itics

l-ransfer lrotn govcrnfftcnt cntit ies

Total Rcceipts
Payrnent lor opcrating cxpenscs

Purchase of goods and serviccs

Proj ect operati n g octsts

Total Payments
Net cash flow from operating activities

Cashflow From Invegting Activities
Acquisition o1' road asscts

Nct cash flows from Invcsting Activities
Cashflow From llon"owing Activitics

Proceeds from Iroreign Borrowings

Net cash flow l'ronr linarrcing activities

Net Increase in Cash and Cash Equivalent

Cash and cash cquivalent at Ileginning of the ycar
Cash and cash cquivalcnt at lind of the year

Note
2022t23

Kshs.

2021t22

Kshs.

-)

4

2

178,569,276

178,569,276

(129,400)
(129,400\

43,718,465
43,718,465

(68,200)
(68,200)

772,370,600 43,650,265

(167,855,694\ (43.6s0.26s\

(t 67,855,694) (43.650,265)

10,584,182

10,584,I82

3. Statenrent of (lashlftnv lbr thc car cndcd 30tl' .Iunc 2023

The accounting policies ancl explanatory notcs to these flrrancial statcnlcnts form an integral part ol'thc
financial statements wcrc approved onfirrancial statc

?2.5,'$[?
Itr[Sd4ts. 

'l'hc cntity
l_:"'' _ and signed by

I

[[-
: v , ,..t,

Eng. Kungu Ndu
Dircctor ()eneral

Eng. I{enry Gakuru CPA Chan.ic Kcra
Ag. l)irector, Devclolttncnt Dcputy Dircctor (F&A)

ICI'AK Mcmtrcr No: 8279

-)



Original
Budget

Adjustments Final Budget
Actual on

Comparable
Basis

Variance o/o \Receipts/Payments
Itenr

a b c:a*b d e=c-d
f=d

ol

Receipts

Transfers from
Govemment entities

125,000,000 53,569,216 178,569,276 178,569,276 ld

Proceeds from
foreign borrowings 500,000,000 (500,000,000)

TotalReceipts 625,000,000 (446,430,724\ 178,569,276 179,569,276 10(

Payments

Purchase ofgoods
and services 129,400

Acquisition of non-
financial assets

625,000,000 (446,430,724) 178,569,276

167,855,694

10,584,1 82 el

Total Payments 625,000,000 (446,430,724') 179,569,276 1.67,985,094 10,594,192 941

Surplus / (Deficit) (10,584,182) (10,584,1 82)

KIT}WEZI _ MUTOMO _ KIT'UI _ MIGWANI ROAD PROJECT
Annual and Financial Statements the year ended June 30, 2023

4. Statement of Com rison of llud and Actual amounts for the r ended 30th June 2023

Note: The significant budget utilisatio
Annex 2 to these financial statements.

n/performance differences in the Iast column are expl

Eng. Kungu Ndung
Director General

2i iFP 20?l

Date

Eng. ry
Ag. Director, Development

20 5[P 2rl?t

Date

CPA Chanje Kera
Deputy Director (f&A)
ICPAK Member No:

?i;,slp ?0!i

Date

4
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LITOII,IO _ KIT'UI - MIGW,INI ROAD I'ROJECT
etnd lii nciul Stalantenls Jitr lhe.financiul ltgov endad Junc -10, 2023

S. Siginilicant Accounting l'olicics

'l'tre principal accbunting policies adoptcrl in tlrc preparatiott of thcsc llrrancial staternents are

Set out below

a) Statcmcnt of compliancc and basis of preparation

The financial statbrncnts have beerr preparcd irr accordance with Casli-basis IPSAS financial

[e4porting under tlic cash basis ol'accounting, as prescribed by the PSASB and set out in thc

Aqcounting policy note below. 'l'his cash basis o{' accounting has becrr supplernented with

iccounting for; a) rcccivables that inctude inrprcsts and salary advanccs and b) payables that

irfclude deposits dncl retentions.'l-he financial statements comply rvith and conform to the forrn

of presentation prbscribed by the PSASB.

'ffhe accounting pblicics adopted havc bccrr consistcrrtly applied to all the years presented

b) Reporting Pntity

fhe financial statbments are for the Kibwczi - Mutomo - Kitui - Migwani l{oad Project under

f};e Kenya Natiofial Highways Authority. 'l'he financial staternents enconrpass the reporting

ehtity as specific{ in the relevant legislation PFM Act2012 .

c) Reporting purrcncy

f,fie financial staternents are prcscntecl irr Kenya Shiilings (KShs), which is the lunctional ancl

rppofiing currcncf o['the Pro.iect ancl alI valucs are rounded to thc ltearest l(enya Shilling.

5
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KIBWEZI _ MUTOMO _ KITUI _ MIGWANI ROAD PROJECT
Annual R and Financial Statements for the year ended June 30, 2023

Significant Accounting Policies (Continucd)

d) Recognition of receipts

The Project recognises all receipts lrom the various sources when the event occurs, and

related cash has actually been received by the Government.

i) Transfers from the Exchequer
'fransfer from Exchequer is be recognized in the books of accounts when cash is recei

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

the receiving entity.

ii) External Assistance

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

iii) Other receipts

These include Appropriation-in-Aid and relates to receipts such as proceeds from disposal

assets and sale of tender documents. 'l'hese are recognized in the financial statements the

associated cash is received.

iv) Donations and grants

Grants and donations shall be recognized in the books of accounts when cash is received. Cash

is considered as received when a payment advice is received by the recipient entity or by the

beneficiary. In case of grant/donation in kind, such grants are recorded upon receipt of the

grant item and upon determination of the value. The date of the transaction is the value date

indicated on the payment advice.

6
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,KIB _ KITUI _ MIGWANI ROAD PROJECT
Statements for the I ended June 30, 2023

nt nting Policies (Continued)

P s from borrowing

g inclu

will be

external loans acquired by the Project or any other debt the Project may

reated on cash basis and recognized as a receipt during the year they were

Undra external assistance

loans grants at reporting date as specified in a binding agreement and relate to

for the currently under development where conditions have been satisfied or

lng isfaction is highly likely and the project is anticipated to continue to

on. An alysis of the Project's undrawn external assistance is shown in the funding

n of payments

ect all payments when the event occurs, and the related cash has actually

out Project.

Ani and

)

e)

pen

ar and W

the

of employees

Allowances, Statutory Contribution for employees are recognized in the

on is paid

s and services

are recognized as payments in tlie period when the goods/services are

id for. If not paid for during the period where goods/services are cottsumed,

osed as pending bills.

ofg

and

lbe

7
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KIBIYEZI _ MUTOMO _ KITUI - MIGWANI ROAD I'ROJECT
Annual and Financial Statements the nancial ended June 30, 2023

Significant Accounting Policies (Continued)

iii) Interest on borrowing

Borrowing costs that include interest are recognized as payment in the period in wh

they are incurred and paid for

iv) Repayment of borrowing (principal amount)

The repayment of principal amount of borrowing is recognized as payment in the p

in which the repayment is made. The stock of debt is disclosed as an annexure to

consol idated fi nancial statements.

v) Acquisition of fixed assets

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

cost of acquisition and proceeds from disposal of these items are treated as payments

receipts items respectively. Where an asset is acquired in a non-exchange transaction

nil or nominal consideration and the fair value of the asset can be reliably established

contra transaction is recorded as receipt and as a payment.

A fixed asset register is maintained by the Authority and a summary provided

purposes of consolidation. This summary is disclosed as an annexure to the consoli

financial statements.

0 In-kind donations

In-kind contributions are donations that are made to the Project in the form of
goods and/or services rather than in money or cash terms. These donations may inc

vehicles, equipment or personnel services. Where thc llnancial value received for in-ki

coritribr"rtions can be reliably deterrnined, the Project includes such value in the state

of reccipts and payrrents both as rcceipts and as paymcnts in equal and opposite aprou

otherwise, the contributiorr is not rccorded.

8



KII]WEZI _ MUT'OMO * KIT'III - MI(;LYANI ITOAD PROJECT'

Annusl Report and liittrrncial Stulentenls.for the.financial.ltsllv endcd June 30,2023

Significant Accounting Policics (Oontirr ucd)

g) Cash rrtd caslt cquivalcnts

Cash and cash ecluivalents comprisc caslr on hand and cash at bank, short-term deposits

on call and highty liquid investrncnts with an original maturity ol'three months or less,

which are readily convertible to krrovvn zu-r.rourrts of casli and are srrb.icct to irrsignificant

risk of changcs irr value. Bank

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

commercial banks at the end ol thc Ilnancial year. For the pllrposes of these financial

statemcnts, cash and cash equivalcnts also irrclLrde short term cash ilnprests and advances

to authorised pr.rblic officers and/or institutions which were not surrettdered or accounted

for at the end of the linancial ycar.

h) Restriction olt cash

Restricted caslr rcprcscnts antounts tlrat arc lirlitcd/restricted fionr bcing used to settle a

liability {br at lcast twelve morrths a{icr the reporting period. 'l'his cash is lirnited fbr

direct Llse as requircd by stipulation. Arnounts maintained in depttsit bank accounts are

restricted {br use in rcfunditrg third part clcposits.

i) Imprcsts and Advartces

I,'orthe pllrposes of'tltcsc finarrcial statcrnents, irttprcsts and advanccs to autliorised public

officcrs ancl/or institutions rvlrich u,crc not surrcndered or accottntccl [br at the end of the

firrancial ycar is treated as rcccivablcs.'l'his is iu rccogtrition ill-thc govcrnurent praotice

wherc the intprest paynlcnts arc lcctlgrrizccl as paytlcnts whert lirlll'accottnted for by thc

imprcst or AIFI holdcrs.'l'his is nrr cnharrccrnertt to thc cash accotttttitlg policy. Other

accor,ruts tcccivablcs arc clisclosccl irr thc llrrarrcial stzttctnetlts.

9
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KIBWEZI _ MUTOMO _ KITT]I _ MIGWANI ROAD PROJECT
Annual R and Financial Statements for the cial year ended June 30, 2023

Sign ificant Accounting Policies (Continued)

j) Contingent Liabilities

A contingent liability is:

a) A possible obligation that arises lrom past events and whose existence will
confirmed only by the occurrencc or non-occurrence of one or more uncertain

events not wholly within the control of the entity; or

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

i) It is not probable that an outflow of resources embodying economic benefits

service potential will be required to settle the obligation; or

ii) The amount of the obligation cannot be measured with sufficient reliability.
Some of contingent liabilities may arise from: litigation in progress,

indemnities. Letters of comfort/ support, insurance, Public Private partnerships,

The Entity does not recognize a contingent liability but discloses details of
contingencies in the notes to the financial statements unless the possibility of an

of resources embodying economic benefits or service potential is remote. There were

contingent liabilities in the year.

k) Contingent Assets

The Kibwezi - Mutomo - Kitui - Migwani Road Project does not recognize a conti

asset, but discloses details of a possible asset whose existence is contingent on

occurrence or non-occurrence of one or more uncertain future events not wholly wi
the control of 'fhe Kibwezi - Mutomo - Kitui - Migwani Road Project in the notes to

financial statements. contingent assets are assessed continually to ensure

developments are appropriately reflected in the financial statements. If it has

virtually certain that an inflow oleconomic benefits or service potential will arise and

asset's value can be measured reliably, the asset and the related revenue are recognized

the firrancial statements of the pcriod in which trre change occurs.

l0



KII}WEZI - MU'I'OIIIO .- I(17'T]I _ M IGWANI ROAD PIIO,IECT
Annuol Reporl and l;inunciul Stute ntettls.frtr tlte finuncial .yrg11,' ended .lune 30, 2023

Signifi cant Accounting I)olicics (Contin ucd)

l) I'}cnding bills

Perrdirrg bills corrsist o1'urtpaicl liabilitit:s at thc crrrl ol'the firrzrncial year arisirrg li'onr

contracted goocls or scrviccs during thc year or in past ycars. As perrcling bills do not

involve thc paymettt o1'cash in the rcportirrg pcriod, they recorded as'rnemorandurn'or

'ofl'-balance' itcrns to proviclc a sense of the overall nct cash positiou ol'the Project at the

end of thc ycar. When the pending bills arc finally scttlcd, such payrnents are irrcluclccl in

the statement o{'receipts ancl payrnents in the year in rvhich the payments are maclc.

m) Budgct
-l'hc budgot is dcveloped on a comparablc accor-rnting basis (cash basis), the sarne

accounts classillcation basis (except lbr accounts rcccivable - outstarrding imprcst and

clearance accor.rnts and accolrnts payable - deposits, which arc accoLlnted lbr on an

accrual basis), and Ibr the same period as thc Ilnarrcial statements. 'l'he Project's budget

was approved as requirecl by l-aw and National 'l'reasury Rcgulations, as well as by the

parlicipating clcveloprncnt partners, as detailed in thc (lovernrnent o{' Kcnya BLrdget

I)rintcd Estirnatcs {br the year. Thc Devclopment I)ro.ieots are budgeted lor under the

MDAs but rcccivc buclgotcd funds as trarrslcrs and account for tliem separatcly. 'l'hese

transfers arc recognisecl as intcr-cntity transf-ers and arc clirninated Llpon consolidation. A

lrigh-levcl asscssrllcrlt ol'thc l)rcr.ject's actual pcrlbnnancc against the conrparable buclget

lbr the {lnancial year/pcriod urrdcr review has bccrr inclLrded in zrn anncx to thcsc

1l nanciaI statenrents.

n) Thirrl party p:rvnrcnts

lnclLrdcd in thc rcceipts ancl 1'ra1,mcnts, arc payrrcnts madc on its behall'by to thircl llartics

irr lirrrl ol-loarrs ancl grants.'l'hcse paynrcnts do not constitutc caslr rcccipts ancl paynrcnts

and arc disclosccl in the paynrcrrt to thircl partics'colunrn irr thc statcnlent ol-rcccipts and

payrncnts..

ll
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KIBWEZI _ MUTOMO _ KTTUI _ MIGWANI ROAD PROJECT
Annual R a nd Fin a n cia I S tatements the tinancial ended June 30, 2023

Significant Accounting Policies (Continued)

During the year no loan disbursements were received in form of direct payments

third parties.

o) Exchange rate differences

The accounting records are maintained in the functional currency of the pr

economic environment in which the Project operates, Kenya Shillings. Transactions

foreign currencies during the yearlperiod are converted into the functional currency

the exchange rates prevailing at the dates of the transactions. Any foreign exchange

and losses resulting from the settlement of such transactions and from the translation

year-end exchange rates of monetary assets and liabilities denominated in

currencies are recognised in the statements of receipts and payments.

p) Comparative figures

Where necessary comparative figures for the previous financial yearlperiod have

amended or reconfigured to conform to the required changes in financial

presentation.

q) Subsequent events

There have been no events subsequent to the financial yearlperiod end with a signi

irnpact on the financial statements for the year ended June 30,2023

r) Prior period adjustments

Prior period adjustments relate to errors and other adjustments noted arising

previous year(s). Explanations and details of these prior period adjustments are presen

in note 9 of these firrancial statements.

T2



KIT}WEZI _ MUT-OMO _ KITUI -- MIGW,4NI ITOAD PROJECT'

Annual Report untl l'-ittrtrtciol Stalcntenls.fbr the.finonciol .ygot' ended .lunc 30, 2023

6. Notcs to the Irin:rncial Statenrcrtts

l. Transfcrs from (]ovcrnmcnt elttitics

'l'hcsc ent coLt firndin ancl othel recci Ls [i'om mcnt as lirllows

2022/23 2$2U22 Cumulative

to-datcKshs Kshs

215,794,54412,500,000 43,416.739Counterpart fr"rnds Qr"rarter 1

848,891 ,366301.726Counterpart funds Quarter 2

838,630,077funds Quarter 3

I ,570,1 45,60525,600,000funds Qr"rarter 4Cou

43,718,465 3,473,461,59238,100,000TOTAL
Other transfers ^from government entilies

Fuel I-evy funds Quarter 1

18,750,00018,750,000Fuel I-evy funds Quarler 2

37.500,00037,s00,000Fuel funds Quarter 3

18,750,00018,750,000rter 4Fuel I funds
75,000,00075,000,000Total

Annuity fund
Anrruity funds Qr.rartcr I

Annuity lirnds Quarter 2

Annuity lunds Quarter 3
59,400,00059,400,000Annuity funds Quarter' 4

59,400,000.0059,400,000Total
6,069,2766.069.276Appropriations-in-A id

6,069,276 6,069,27(tTotal
3,613,930,868178,569,276 43,778,465Grand'I'otal

l3



KIBWEZI - MUTOMO _ KITUI _ MIGWANI ROAD PROJECT
Annual a nd Fin ancia I Statements of the tinancial r ended June 30, 2023

Notes to the Financial Statements (Continued)

2. Loan from External Development partners

During the finanoial period to 30 June 2023, we received funding from devclopment partners
form of loans the National Treasu as detailed in the table below:

3. Purchase of Goods and Services

FY 2022t23 FY
202t/22

Cumulrtive t
date

Name
of

Donor

Date
Received

Amount
in loan

currency

Loans
received

in
actual

amount

Loans
Received
as Direct

payments

Total
amount

Total
antount

FY
2022t23

FY
202U22

USD Kshs Kshs Kshs
Restated

Loans Received from Multilateral Donors
Exim
Bank
of
China

FY
2022/23 15,597,222,45t

Total 15,597,X22,45

FY 2022/23 FY 202U22

Receipts and
payments

controlled by
the entity

Payments
made by

third
parties

Total
Payments

Total
Payments

Cum

Kshs Kshs Kshs Kshs Ksh

Domestic travel and
subsistence

129,400 129,400 68,200 528,6 2,06

Advertising and
servlces

11,233,231

Total 129,400 129,400 68,200 39,885,30

t4



KIBWIiZI __ II4UT'OMO _ KI1'I]I - X'IIGWANI ROAD T'RO.IECT'

Annual ll onrl FinorrciaI Stutenrcntsfor Ilte finatrcial r endecl June 30, 2023

Notcs to thc Financial Statcnrcttts (Oorrtinued)

4. Actluisition of Non-Fin:rncial Asscts

5. Cash and Cash flquivalcnts

202212023

Kshs

202112022

Kshs

Bank AccoLrnts (Note 5A) 13,618,305

5 A Bank Accounts

6. Accouttts I>ayablcs - lletclttiolts

ttY 2022123

lleccipts
an tl

paymcnts
controllcd

by thc

Paymcnts
made by

third
partics

Total
Paymertts

cnti

FY

202y22

Cumulativc

I'otal
Paymcnts

Kshs Kshs Kshs

123,536,277

Kshs

Restatcd

Kshs

Restatcd

Construction o1'

roads

123,536,277 43,650,265 19,834,823,941

Acquisition of land 44,319,417 44,319,417 325,859,901

Total 167,855,694 167,855,694 43,650,265 19,160,,683,842

202U2022

Kshs
202212{123

Kshs

10,584,182Co-o crativc Ilank o['Kert a l,td n /C: 01 141 I 60979900

3,034,123National tlank of Kcnya A/(l No. 0100I 32733200
13,61 8,305Total

Descri t0n 202212023 202112022

Kshs Kshs

Retcrttiorr 3,034,123

I'otal 3,034,123

l5
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KIBWEZI _ MUTOMO _ KITUI _ MIGWANI ROAD PROJECT
Annual and Financial Statements for the ended June 30,2023

Notes to the Financial Statements (Continued)

7. Changes in Accounts Payable -Retentions

8. Fund Balance Brought Forward

9. Prior Year Adjustment

The prior year adjustment relates to correction of an overstatement in amounts payable to
Forest Service by (Kshs 609,693.51), an erroneous inclusion o1'a pending bill amount of
78,507,391) in PY financial statements and a payment of Kshs 46,932,465 for IpC no 09
was not settled by the development partner

Description 2022-2023 2021-202

Kshs Ksh
Retentions as at lst July

Closing accounts payables as at 30th June 3,034,123

Change in payables 3,034,123

2022-2023 zAnn02
KShs KSr

Bank accounts

Total

Balance b/f FY
202L12022 as per

Financial statements
Adjustments Adjusted Balance b/

Fy 202y2022

Description Kshs Kshs Kshs
Pending Accounts
Payable 3,566,947,694 (32,194,620) 3,534,663,0r

Total 3,566,947,694 (32,184,620) 3,534663,0r

t6



KIBWIJZI MT]T-OMO - KI'I'UI - MIGI4/ANI ROAD I'ROJECT
Annuul Report and Financial Slulements .for lhe .financial yeor ended Jurta -J0, 202-l

Paicl during thc
ycar

llalance c/f FY
2022t2023

Balancc [r/l'
lrY

2022t2023

Additions I'or
thc pcriocl

KshsDcscription
Kshs

(llestatcd) Kshs Kshs

101,444,499 I ,704,717 ,048Construction of Roads 1,806,161,547

1,649,001,142 44,319,417 1 ,604,681,725Acquisition of Land

22,221,178 75,016,624Supply of Services 79,500,374 17 ,737,428

3,534,663,064 17,737,427 167,985,094 3,384,415,397Total

Notcs to thc l,'inancial Statcntcnts (Oontiltuctl)

Othcr Im llortartt I)isclosu rcs

l. Pcnclin Accounts P ablc Anncx 4

2. External Assistance

a). Externol assislance relating loons

b) Undrawn external ossislance

*'l'hc unclrau,n bitlancc lionr thc Dcvcloprncrrt l)artrrcr rvas rtt-lt utilizccl sincc tltc Itnartce

agrccnrcnt latrrsccl in FY 2012lr122 prior ttt plo.lcct cottrplctiott.

t7

ttY 2tt2212023
F-Y

2021t2022

Description Kshs
Kshs

Rcstatcd

Extcrrral assistance received as loans

I'otal

ltY 2022/2023
FY

2021t2022

Description Kshs
Kshs

Restatcd

Extcrnal assistattcc received as loatrs

T<ltal

l)urllosc lbr n'lriclr
thc untlrlrvrt

cxtcrnal assistancc
Ill a1' [lc tl sc(l '"

yY 2022t2023
FY

202U2022

Dcscription Kshs Kshs

[Jndrawu cxtcrrral assistitttce -
loatts

T<ltal



I(IBWI|ZI - MU'rOMO _ KIT-I]I __ MIGWANI RO,4D PROJI'CT'
4!!!!l Ileport ilncl Financiul Stotcntents for tltc Jirtuncial .lteur ettrlerl June -10, 202-i

Notcs to thc I,'inancial Statcnronts (Continuctl)

c)classes of providers of' externol ossisltrnce

d Purpose and use of external ossislance

f. Ilxternal Assistance paid by Third Partics on bchalf of the Entity by Sourcc

l'his relates to extcrnal assistance paid directly by [hird parties to settlc obligatiols on bchall'of
the enlity

FY 2022t2023 FY 202y2022
Description Kshs Kshs ltcstated
Ililateral donors

'fotal

Payments Madc by Third Parties FY
2022/2023

F-Y FY
2021/2022

Kshs Kshs
Ii.estated

Acquisition of Assets

TOTAI,

FY 2022t2023 F'Y
2021t2022

l)escription Kshs
Kshs

Rcstated
Bilateral donors
'l'otal

lrJ
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Iillrl,ylizl -- it(U1'OMO - IilTUI * MIGWANI ROAD ?ROJECT
Attntrul Report und Finonc:iol Slotenrcnls .fo, tlre fitturtcicrl .year enderl ,lunc -10, 2023

-

Anncx 3 - Itcconciliation of Inter'-Enti 'l'ra nsl'crs
llreak rlorvn of 'l'ransfcrs li-om thc Statc I)epartmcnt ol'lloads

Ilank Statcnrcnt Date Anrount (KShs) FY to u,hich the anrounts
rclate

a. (]ovcrnmcnt Courr art Fundi
30109/2022 12,500,000 t:Y 2022t23
27/06t2023 25,600,000 t:Y 2022/23
'[otal 38,100,000

b I)irect I)aymcnts

Total

c. Othcrs

Iruel F'unds

17/11/2022 19,750,000 t:Y 2022/23
03/03t2023 18,750,000 t:Y 2022/23
30/03/2023 18,750,000 l:Y 2022123
27/06/2023 18,750,000 t:Y 2022123
f'otal 75,000,000

Annui fund

25/0s/2023 59,400,000 t:Y 2022t23

l'otal 59,400,000

riations-in-AidA

12104t2023 6,069,276 t:Y 2022/23
'l'otal

6,069,27(t
TO'l'AL(a+b+c) 178,569,276

'i.- ( \
J \Ano-s*.-

ling. Kungu Nrluirp)r
l)ircctor Gcncral

I

2e sEP iti.:t

CI'A (lhan.jc Kcra
l)cput1, l)i rector (1.-&A)
I(ll'AK Mcrnbcr No: 8279

.;. rr.'! -tr\').:
I l i.',

l)atc

}i

l)atc
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