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2 Project Information and Overall Performance

2.1 Name and registered ofllce

Natobi Western Bypass Project

Obiective:
' 
The project startJ from Gitaru main town and mainly follows the existing road connecting into Southem

nypassiowards the northeast and then tums to the southeast near Ndenderu town. The Road ends at

Riuka town connecting the starting point of the Northern Bypass. The road passes through several

centres such as Gitaru, Wangige, Kihara, Ndenderu, Rumingi and Ruaka (Banana)'

The specific objective of the Project is to increase efEciency of road transport in Nairobi Counfy and

neighbouring counties and counties to facilitate trade and regional intergration.

Address: Barabara Plaza
Jomo Kenyatta Intemational Airport (JKIA) offMazao Road

Nairobi Kenya

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

2.2 Project Information

20t9APro ect Start Date

2022 revised to S ber,2023June

Ge

EXM Bank of China
Govemment of Ken

Project Sponsor

lll

Proiect End Date:

Proiect Engineer
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Project Information and Overall Performance (Continued)

2.3 Project Overview

2.4 Bankers Co-operative Bank of Kenya
Upper Hill Branch

Kenya Commercial Bank
JKIA

2.5 Independent Auditor Auditor General
Office of the Auditor General
Po Box 30084-0100,
Nairobi.

ect

Line Ministry/State
Departnent of the ct is under the supervision of the State Deparfiient of Roads underThe proje

the Minis of Roads & Trans

The strategic goals of the project are as follows:
(i) Improve hade and regional integration and contribute to the

oGovemment Kenf s social and oec mno c dev t.ya opmen
E socialnhance conoml c) deve en( fo the le a theopm peop ong

ect road.

of
strate c als

Achievement

The tength of the main alignment of the project is 16.793 km with
approximately 17.3 I km of sewice roads. It starts from Gitaru town and ends
at Ruaka. The Bypass mainly follows along the existing road (Gitaru Road)
towards the Northeast and then turns to the Southeast near Ndenderu town
(Limuru Road). The Westem Bypass passes several towns such as Gitaru,
Wangige, Ndenderu aod Ruaka. The end of the road is at the Two fuvers
Mall round about on the Nothern B ass at Ruaka

Pro ect duration ect is for duration of 39 months.ro

lv

Proiect number

Shategic goals of the
project

knplementation of the project in timely, eflicient and effective manner.

Other important
background
information of the
project

The
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Project lnformation and Overall Performance (Continued)

2.6 Roles and Responsibilities
List of the people who are working on the project

2.7 Funding summary

The Project is for a duration of55 months from April 2019 to September 2023. The-Project's approved

budget is Yuan 1,190,253,600 equivalent to Kshs. 20,947,868,233 and amount of Kshs. 1,624,781,407

by GoK as highlighted in the table below:

A. Sources of Funds

Title designation Key qualiftcation Responsibilities

Eng. Henry Gakuru
Ag. Director-
Development

Registered Civil
Engineer

Project Implementing Team

Leader

Eng. George Amingh
Deputy Director-
Special Projects

Registered Civil
Engileer

Project Engineer

Mr. Walter B. Nyatwang'a
Deputy Director
Environment &
Social Interests

Env ironmental &
Social Specialist

Project Safeguards Specialist

Deputy Director-
Supply Chain
Management

Registered KISM
Project Procurement
Specialist

Ms. Rose Oloo
Assistant
Director-Social
lnterests

Social
Development
Specialist

Project Social Development
Specialist

Deputy Director-
Finance &
Accounts

Registered CPA
(K)

Undrawn balance to date
(30th June 2025) _

Amount received to date
(30tb June 2025)

Donor
Commitments

Source of
funds

Yuan KshsKshsYuanYuan
(A') - (B)(A)-(B)(B) (8',)(A')(A)

(i) Loan

3,8t6,842,9452t6,872,238l7,t31,025,288973,381,362
20,947,868,233I,190,253,600

China Exim
Bank

r,624,'18t,40',7
(ii)
Counterpart
Funds

3,816,842,945216,872,23818,755,806,69597338136222,572,649,6401,190,253,600Total

-
-

--

Names

Ms. Levina K. Wanyonyi

Mr. Chanje Kera Project Financial Specialist

Kshs

1,624,78t,40',1
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Project [nformation and Overall Performance (Continued)

B. Apolications of Funds

ii. Physical progress based on outputs, outcome and impacs since project commencement: -

The projects was completed and taken over by the employer.

iii. Absorption rate for eachyear since commencement of the project

Appllcatlon of
funds 30th June 202s)

Amount received to date- Cumuletive Amount psld to
dete{30th June 2025)

Unutilised belance to
date

Yuan Kshs Yuan Kshs Yuan Kshs
(A) (A') (B) (B') (A)-(B) (A',){B')

i) Loan
EximChina

Bank 973,38t,362 17, t 31,025,288 973,38t,362 11,111,025,288

(ii)
Counterprrt
Funds
Government of
Kenya 1,624,781,407 1,624,78t,407

Totrl 973381,362 18,755,E06,695 973,381,362 l8,755,806,695

- -

IT

C umulative
Budget Actual o/ Budget Actual o/

Counterpart Funds
- Gok 961,239,982 936,239,982 t,999,093,282 |,624,781,407 8lo/o

Loan from Extemal
Developmcnt
Partners

17,655,000,000 17 ,L3t ,025,288

Total 961,239,982 936,239,9E2 97Y. 19,654,093,292 18,755,806,695 91Yo

FY Budget Actual o//o
2024t25 961,239,982 936,239,982
2023/24 200,000,000 54,163,195 27%
202U23 4,752,500,000 4,314,756,321 91%
202y22 5,262,s00,000 5,214,281,167 99%
2020/2r 5 ,725,000,000 5,664,307,587 99%

2,725,051,300 2,570,8t9,843 94%
20t8n9 27,800,000 I,238,600 4%
Total 19,,654,093,2E2 18,755,806,695 95t,

2.8 Summary of Overall Project Performence:
i. Budget performance against actual amounts for current year and for cumulative to-date: -

2024t202s

97%

97%

97%

20t9120

vl



NAIROBI IYESTERN BYPASS PROJECT
Annual Report and Financial Statements for the financial year ended June 30, 2025

Project lnformation and Overall Performance (Continued)

Comment on value for money achievements.

P lhe project procurement process is conducted through Intemational Competitive Bidding (ICB)
which results in excellent value for money.

F The authority (KeNHA) has put in place adequate checks & balances on appointment of the

works consultant supervision who oversees the project implemenktion on daily basis on

consultation and subsequent approvals from the employer and the bank'

F In addition to works supervision, the consultant undertakes desip review before

cofirmencement of roads construction works to reduce uncertainties.

D Regular auditing of the project by lntemal Auditors, External Auditors and Quality Assurance

Departments.
) Monthly site meetings that involve the employer, the consultant and the conhactor.

2.9 Summary of Project Compliance:
There are no sigrificant cases of non-compliance with applicable laws and regulations, and essential

extemal financing agreements/covenants, which has been reported.

vll
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3 Statement of Performance &gairst Project's Predetermined Objectives

Introduction
section 8l (2) (f) of the Public Finance Management Ac\zol2 requires tha! at the end of each
financial year, the Accounting Officer whcn preparing financial statements of each National
Government entity in accordance with the standards and formats prescribed by the Public Sector
Accounting Standards Board includes a statement of the national goveroment entity's performance
against predetermined objectives.
The key development objectives of the project's implementation plan are to:

l. To improve mobility in the transport for goods and passengers within Kenya and the
neighbouring countries such as South sudan, uganda, Eastern congo, Rwanda, Burundi and
Northem Tanzania;

2' To improve mobility of taffic within the widcr Nairobi metropolitan area. The Westem Bypass
is one of the major trunk road links in the Nairobi Road Network Master Plan. Its construciion
will complete the circuit of blpasses around Nairobi which will improve accessibility and
improve the running speed of vehicles.

Progress on attainment of Strategic development objectives

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

Objective Outcome Indicator Performance

35 oZ reduction in
havel time between

Gitaru (Nakuru-

Nairobi highway)
and Ruaka (Limuru
Road)

The projects main works
are complete and taken
over.

To improve mobility of
traffic within the wider
Nairobi mctropolitan
area

Reduction of traffrc
congestion within
Nairobi mebopolitan

Better traffic
movements and less

emission.

The projects main works
are complete and taken
over by the employer.

vlll

To improve mobility in
the transport for goods

and passengers within
Kenya and the

neighbouring counkies

such as South Sudan,

Uganda, Eastern Congo,
Rwanda, Burundi and

Increased efficient
hansportation of
people, goods and

services within the

wider Nairobi
metropolitan area as

well as between

Kenya and the
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4 Environmental and Sustainability Reporting
Nairobi Westem Bpass Project exists to hansform lives. This is our purpose; the driving force behind

everythhg we do. It's what guides us to deliver our shategy. Below is a brief highlight of our activities

that drive towards sustainability.

4.1 Sustainabilify strategr and profile
Sustainable Development Goals (SDGs) 2015-2030 provides a plan of action for the people and

prosperity. Five out of the seventeen goals are pertinent to management of projects being undertaken

by the Authority. These are being addressed through the following initiatives;

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

Audits to identiff accident black spots, implement intervention measures and provide

road safety education to reduce accidents'

b) Gender Equality (SDG 5): The Authority encourages mainsueaming of gender equality

in project and programmes by incorporating compliance to otre third gender rule in

procurement and recruitment.

c) Industry, innovation and infrastrucnre (SDG 9): The Authority develops quality,

reliable, sustainable and resilient infrastructure including regional and tans-border

infrastnrcture to support economic development and human wellbeing with a focus on

affordable and equitable access for all;

d) Sustainable cities and communities (SDG I I ): T\e Authority endeavours to extend the

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

access to high speed and all - weather connectivity; and

e) Climate action (SDG I j): The Authority endeavours to combat negative impacts of road

development tbrough environmental mitigation, climate change measures and

compliance with National Environment Management Authority (NEMA) requirements

in all development projects

4.2 Environmental performance

The Authority is working towards ensuring environmental sustainability in projects by undertaking tree

planting exercises, implementation of road beautification programs, enforce reinstatement of quarries

and borrow pits after consfuction wor[<s, undertakes regular Environmental Impact Assessment @IA)

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

Environmeutal Social Lnpact Assessment (ESLA) on projects'

lx
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Environmental and Sustainabilty Reporting (Continued)

4.3 Employee welfare

In all its staff appointmeuts, the Authority takes deliberate actions to embrace Equal Employment

Opportunity policies, gender mainstreaming, addresses concenu around persons Living with
Disabilitics @WDs) and takes affirmative action in tine with prcvailing Government policy guidelines.

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

Engineering, Project Financing, Project, Contract Management, Performance Based Maintenance and

Safety.

4.4 Market place prectices

The Authority strives to ensrue responsible competition practices through undertaking annual

governance audits in projects, monitoring the implementation of policies and further promotes ethical
conduct in projects. The Authority equally sensitizes staffon comrption and integrity.

The Authority undertakes to be actively involved in the negotiations during budget sector hearings in
order !o increase budgetary allocations for projects thus honouring contracts by paying its liabilities on

time.

4.5 Community Engagements

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

corporate citizen by being accountable for its actions tbrough engaging in Public participation. The
Project's goal in terms of community engagement is to ensure that the projects foster long-term

relationships with stakeholders and corrmunities around the project. The aim is notjust to build roads

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

development. The project staff is also ancouraged to give back to society by participating in the

Authority's corporate social responsibility projects.

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

residents through construction ofwater kiosks along the project road, improvement ofaccess roads and

enhancing leaming and playing environment in schools along the project road. To enhance social
safeguards in projects, the Authority undertakes Resettlement Action plan (RAp) studies and

implements its recommendations, carries out Social Impact Assessments (SLA), undertakes gender

mainstreaming and conduct stakeholders' forum to sensitize the public in several cross-cutting issues

x
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Environmental and Sustainability Reporting (Continued)

Some of the cSR activities carried out by the project are highlig[ted in the table below;

Stakeholder Date Activity
1 Nove.rnUer 2g'e zolg Wangige

Market
CRBC donated Refreshments, T'
shirts and Caps with key
messaging on HIV/AIDS
Awareness was also given to
participants as part ofour CSR.

2 Lusingiti/Karai
community.

December,20l9 Lusingiti
Karai

Rehabilitation of Karai - Lusigiti
road, Rurii, and installation of
drainage culverts channels.

3 Kabete
Community

December,20l9 Ndurarua Donation of branded footballs
team uniforms for winners, lst
runtrers up and 2od nrulers up.

And hosting a match on Jamhuri

Rungiri
Communiry

January,2020 Rungrri
Community

Donation of Gardening equiPment
(pangas, slashers, Jembes,

wheelbarrows and CRBC branded

Overalls.

5 Karai Residents February,2020 Karai MainteDance works to Karai

Ouarry

6 Gitaru and
Wangige
Residents

March,2020 Provision of sanitary installations
with running water

Member Karai
community

April, 2020 Karai Medical assistance to Samuel
Gichuru

8 Karai Residents ApillMayl2020 Karai Maintenance of Karai Road

9 Link Road
Residents

Donated Gardening/
Environmental Cleanup

ul ment.

10 Kenya Forest
Service

lune/2020 Kenya Forest
servlce

srounds

Donated 4 houses built by CRBC
for I(IS Rangers at Ngong Forest

ll Kenya
Railways

June/2020 Dandora
Railway
Station

Assisted Kenya Railways rescue a

derailed cargo train that lasted

23hours.

xt

NAIROBI WESTERN BYPASS PROIECT

NO. Venue

Wangige
Market

Day

4.

Gitaru,
Wangige

7

05May/2020 Link Road
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5 Statement of Project Management responsibilities

The Director General, KeNHA and the Project Implementation Team Leader for Nairobi Westem Bypass
Project are responsible for the preparation and presentation of the Project's financial statements, which
give a tue and fair view of the state of affairs of the Project for and as at the end of the financial year
ended on June 30, 2025. This responsibility includes: (i) maintaiaing adequate financial management
arrangem€nt and ensuring that these continue to be effective ttroughout the reporting perioa; liiymaintaining proper accounting records, which disclose with reasonabl. 

"..*ury at any time the
financial position of the Project; (iii) designing, implementing and maintaininj internal controls
relevant to the preparation and fair presentation of the financial itatement, and ens-uring that they are
free Aom material misstatements, whether due to error or fraud; (iv) safeguarding thJ assets oi the
Project; (v) selecting and applyrng appropriate accounting policies; *a (ui) *lukiog accounting
estimates that are reasonable in the circumstances.

The Director General, KeNIIA and the Project Lnplementation Team Leader for Nairobi Westem Bypass
Project accept responsibility for the Project's financial statements, which have been prepared on the
accrual basis Method of Financial Reporting, using appropriate accounting policies in accordance with
International Public Sector Accounting Standards.

The Director General, KeNIIA and the Project Implementation Team Leader for Nairobi Western Bypass
Project are of the opinion that the Project's financial statemetrts give a tue and fair view of the state of
Project's transactions during the financial year ended June 30,2025, and ofthe ProJect's financial position
as at that date. The Director General, KeNHA and the Project tmplementation Team Leader for Nairobi
Western Bypass Project further confirm the completeness of the accounting records maintained for the
Project, which have been relied upon in the preparation of the Project finanJial stratements as well as the
adequacy ofthe systems of internal financial conhol.

The Director General, KeNHA and the Project Implementation Team Leader for Nairobi Westem Bypass
Project confirm 0r t the Project has complied fully with applicable Govemment Regulations urra'th.
terms of external financing covenants, and that Project firnds received during the frnancial year under
audit were used for the eligible purposes for which they were intended and weire properly accounted for.
Approval of the Project financial statements

ancial statements were approved by the Director General,^KeNH.{,and the proiect
Team Leader for Nairobi Westem Blpass project on t / AUU {u{J La

G**

The Project fin
Implementation
sigred by them.

Eng. Luka Kimeli
Ag. Director General

Eng. Henry Gakuru
Director-Development

II

xll
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REPORT OF THE AUDITOR-GENERAL ON KENYA NAIROBI WESTERN BYPASS
PROJECT - CHINA EX]M BANK FOR THE YEAR ENDED 30 JUNE, 2025 _ KENYA
NATIONAL HIGHWAY AUTHORITY

PREAMBLE

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

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

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

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

An Unmodified Opinion is issued when the Auditor-General concludes that the financial
statements are fairly presented in accordance with the applicable financial reporting
framework. The Report on Financial Statements should be read together with the Report
on Lawfulness and Effectiveness in the Use of Public Resources, and the Report on
Effectiveness of lnternal Controls, Risk Management, and Governance.

The three parts of the report aim to address the Auditor-General's statutory roles and
responsibilities as provided by Article 229 of the Constitution, the Public Finance
Management 4ct,2012, and the Public Audit Act, 2015. The three parts of the report when
read together constitute the report of the Auditor-General.

REPORT ON THE FINANCIAL STATEMENTS

I have audited the accompanying transitional IPSAS financialstatements of Kenya Nairobi
Western Bypass Project - China Exim Bank - Kenya National Highway Authority set out
on pages 1 to 26, which comprise of the statement of financial position as at 30 June, 2025

the Auditor-General on Ken1,a Nairobi Western Bypass Project - China Exim Banklor the year ended 30 June, 2025
- Keq,a Yaliorol H ighv'avs AuthoriD'

I

Opinion



and the statement of statement of financial performance, statement of changes in net
assets, 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, the transitional IPSAS financial statements present fairly, in all material
respects, the financial position of Kenya Nairobi Western Bypass Project- China Exim
Bank - Kenya National Highway Authority as at 30 June, 2025 and of its financial
performance and its cash flows for the year then ended, in accordance with lnternational
Public Sector Accounting Standards (Accrual Basis) including the transitional provisions
permitted under IPSAS 33 and comply with the Kenya Nairobi Western Bypass Project
Financing Agreement No. China Exim Bank GCL NO.(2017) 28 TOTAL NO.(633) dated
April, 2019 and the Public Finance Management Act, 2012; and The National Treasury
and Economic Planning Circular No.3 of 14 April,2025.

ln addition, the special accounts statements present fairly, transactions for the year, and
the closing balance have been reconciled with the books of account.

Basis for Opinion

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

Emphasis of Matter

1. Undrawn Loan Balance

Review of the financial statements and as disclosed in Note 2.2 on Project lnformation and
Note 2.7 on Funding Summary showed that the Project's period was for four (4) years from
April 2019 to September 2023 and a funding commitment of Kshs.20,947,868,233 and
Kshs.1,624,781,407 from Development Partners (Donors) and Government of Kenya
(GoK) respectively all totaling Kshs.22,572,649,640. However, the project had drawn an
amount of Kshs.18,755,806,695 or 83% of the committed funds with time lapse at 10Oo/o.

This is an indication that the project closed with undrawn amount of Kshs.3,816,842,945.
ln the circumstances, the credit lapsed without being fully utilized and the Project's planned
deliverables not achieved.

Report of the Auditor-General on Keryo Noirohi ll/estern Bypuss Project - Chinu Exim Bunk./br lhe year ended
30 June, 2025 - Kerya National Highva's Authoritv

o

2



2. Failure to Settle Pending Bills

The statement of financial position and as disclosed in Note 9 to the financial statements
reflects trade and other payables balance of Kshs.734,186,484. However, this balance
includes an amount of Kshs.561,353,679.90 in respect to unpaid compensation to Project
Affected Persons by the contractor. The balance has been outstanding for long and the
Management did not demonstrate efforts to settle the amount.

Failure to settle pending bills in the year they relate distorts the budget of the subsequent
year as they constitute a first charge on that budget.

My opinion is not modified in respect of these matters.

Key Audit Matters

Key audit matters are those matters that, in my professional judgement, 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 Matters

Un Resolved Prior Year Matters

ln the prior year audit report, several issues were raised under the Emphasis of Matter and
Report on LaMulness and Effectiveness in Use of Public Resources. Review of the status
during audit of the Project in 202412025 revealed that the following four (4) issues
remained unresolved:

NO. Financial
Year

Audit lssue

1 2023t2024 Long outstanding pending account payables
2 2023t2024 Lack of Project closure report

2023t2024 lnterest on delayed payments
4 2023t2024 Delay in completion of the Project

Other lnformation

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

ln connection with my audit on the Project's financial statements, my responsibility is to
read the Other lnformation and in doing so, consider whether the Other lnformation is
materially inconsistent with the financial statements or my knowledge obtained in the audit
or otherwise appears to be materially misstated. lf based on the work I have performed, I

Report of the Auditor-General on Kenya Nairobi Western Bypass Project - China Exim Bank for the year ended
30 June, 2025 - Kenya National Highways Authority
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conclude that there is a material misstatement of this Other lnformation, I am required to
report that fact. I have nothing to report in this regard.

My opinion on the financial statements does not cover the Other lnformation and
accordingly, I do not express an audit opinion or any form of assurance inclusion thereon.

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures performed,
I confirm that nothing has come to my attention to cause me to believe that public
resources have not been applied lawfully and in an effective way.

The audit was conducted in accordance with ISSAI 3000 and ISSAI 4000. The standards
require that I comply with ethical requirements and plan and perform the audit to obtain
assurance about whether the activities, financial transactions and information reflected in
the financial statements comply in all material respects, with the authorities that govern
them. I believe that the audit evidence I have obtained is sufficient and appropriate to
provide a basis for my conclusion.

Conclusion

As required by Section 7(1)(a) of the Public Audit Act, 20'15, 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 governance were not effective.

Basis for Conclusion

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

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 (Accrual
Basis) and for maintaining effective internal control as Management determines is
necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error and for its assessment of the effectiveness of
internal controls, risk management and overall governance.

Report of the Auditor-General on Kenya Nairobi ll/estern Bypass Project - China Exim Bank for the year ended
30 June, 2025 - Kenya National Highways Authority
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ln preparing the financial statements, Management is responsible for assessing the

pr.iu"Ii aoltlty to continue as a going concern, disclosing, as applicable' matters related

to joing 
"on""rn 

and using the gling-concern basis of accounting unless Management is

awire of the intention to cease operations'

Management is also responsible for the submission of the financial statements to the

Auditor-General in 
"""oidrn"u 

with the provisions of Section 57 of the Public Audit

Act,2015.

ln addition to the responsibility for the preparation and presentation of the financial

statements described above' il,lrn"gerent is also responsible for ensuring that the

activities, financial transactions and iniformation 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

,"porting p16"".r, revlewing the effectiveness of how Management monitors compliance

*iit1 retJuant legislative anl regulatory requirements, ensuring that effective processes

and systems arJin place to address key roles and responsibilities in relation to governance

and risk managemeni, ano ensuring the adequacy and effectiveness of the control

environment.

Auditor-General's Responsibilities for the Audit

My responsibility is to conduct an audit of the financial statements in accordance with

Rrticte 229(5) of the constitution, Section 35 of the Public Audit Act, 2015 and the

lnternational Standards of Supreme Audit lnstitutions (lSSAls). The standards require that,

in conducting tne auoii, i ootrin reasonable assurance about whether the financial

statements ai a whole are free from material misstatements, whether due to fraud or error

and to issue an auditort ieport that includes my opinion in accordance with Section 58 of

the PublicAuditAct,20l5. Reasonable assurance is a high levelof assurance but is not

a guarantee that an audit conducted in accordance with lSSAls will always detect a

material misstatement when it exists. Misstatements can arise from fraud or error and are

considered material it, inJiviouatty or in the aggregate, they could. reasonably be expected

to influence the economic decisions of uJers laken on the basis of these financial

statements.

ln conducting the audit, Article 229(6) of the constitution also requires that I express a

conclusion on whether or not in all material respects, the activities, financial transactions

and information reflected in the financial statements are in compliance with the authorities

in"i gor"rn them and that public resources are applied in an effective way' ln addition' I

cons"ider the entity's control environment in order to give an assurance on the effectiveness

of internal controls, risk management and governance processes and systems in

accordance with the provisions oiSection 7(1)(a) of the Public Audit Act, 2015'

Report of rhe Attditor'General on Kenya Nairobi ll/estern Bypass Proiect -
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Further, I am required to submit the audit report in accordance with Article 229(7) of the
Constitution.

Detailed description of my responsibilities for the audit is located at the Office of the
Auditor-General's website at: https.//vnnruu.oaqkenva qo. ke/aud itor-qenerals-
responsibilities-for-audiU. This description forms part of my auditor's report.

FCPA BS

Report of the Auditor-General on Kenya Nairobi llestern Bypass Project - China Exim Bank for lhe year ended
30 June, 2025 - Kenya National Highways Authority
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7 Statement of Financial Performance for the Year Ended 30th June 2025

The accounting poli
financial statements

cies and explanatory notes to ttrese frnancial statements ale an integral part of the

G**
Eng. Luka Kimeli
Ag. Director General

27 AUi ;ti;

Eng. Henry Gakuru
Director-Development

CPA lsaac Kimani Karumba
Ag. Deputy Director-(F&A)
ICPAK Member No.332l

? 7 AUi ii.l

Revenue

6(")Revenue Transfers

Miscellaneous Revenue

Total revenue

Erpenses

Employee costs

Use of goods and services

Depreciation and amortization expense

Transfer to other Govemment Entities

Other Transfers/Subsidres/Grants

Certified Works

Total erpenses

Other gains/(osses)

Gain/Loss on sale of assets

Gain/Loss on foreign exchange hansactious

Impairment loss

SurpluV (deficit)

I
IIII

Date Date

2 7 AUi ii;l

I

Dste

year
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8 Statement of Financial Position es at 30th June 2025

The financial statements were approved on 2 7 AU3 2Cii

Eng. Luka Kimeli
Ag. Director General

Eng. H Gakuru
Director-Development

2025 and signed by:

CPA Isaac Kimani Karumba
Ag. Deputy Director-(F&A)
ICPAK Member No. 3321

G**

2

Assets

Current Arsets

Cash and Cash equivalents 7 3,095,735

Total Current Assets 3,095,735

Non-Current Assets

, Plant and ntu1 8 19,482,014,689 19,448,634,510
Total Non- Current Assets 19,482,014,699 19,448,634,510

19,482,0r4,689 19,451,730,245

Current Liabilides
Trade and Other Payables 9 734,186,484 1,637,046,287

Total Current Liabilities 734,186,484 1,631,046,287

734,186,484 1,537,045,281
Net Assets a-b 18,747,828,205 17,814,683,958

Reprecented

usAccumulated S
Capital Grant 18,747,828205 t7,814,683,958
Totrl Net Assets 18,141,E28,205 17,814,683,958

I
II

IIIIIII

fuly 202t

Kshs ..
\otc

rL

Prepayment

Total Assets (a)

Liabilities

{hird Party Deposis

Total Liabilitier O)
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9 Statement of Changes in Net Assets

The accounting policies and explanatory notes to these financial statemetrts forrn an integral part of the

financial statements.

The financial statements were approved on 2 7 AU5 2$i 2025 ard signed by

Q-.*'
Eng. Luka Kimeli
Ag. Director General

Eng. Eenry Gakuru
Director-Development

\0
CPA Issac Kimani Krrumba
Ag. Deputy Director-@&A)
ICPAK Member No.3321

J

3,095,735 3,095,735As at 30th June 2024 (Cash Basis)

Adjustments

19,448,634,5t019,448,634,510Asset Recognirion

(r,637,046,287\(t,637,046,287)Liabilities recogrition

3,095,73 5 (3,095,735)Transfer of surplus to capital Fund

17,814,683,95817,t14,683,958As at ltt July 2024

Surplus/@eficit) for the year

933,144,247933,144,24'1Capital Grants for the year

933,144,247933,144,247

18,747,828,205As at 306 June 2025 18,747,82E,205

Description Capital Grant
Accumulated

Surplus
Total

Kshs IGhs IGhs
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10 Statement ofCashflow for the year ended 30tnJune 2025

Cashflow from operating activities

Receipts

Revenue Transfers

Total receipts

Peymcnts

Use of goods and services

Total payments

Net cesh flow lrom operating activities l0

Cashflow from investing activities

Acquisition of non-financial assets (916,239,982)

Proceeds from sale of Assets

Acquisition of Intangible assets

Net cash flows from investing activities (936,239,982)

Cash flow from financing activities

Capital Grarts-GoK Courterpart 933,144,241

Net cash flow from financing activities 933,144,247

Net increase/Decrease in cash and cash equivalents (3,095,735)

Cash aod cash equivalent at I't July 2024 3,095,735

Cash and cesh equivalent at end June 2025 7

4

w20z,-25NoteDescription

I

I

I

=
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ll Statement of Comparison ofBudget and Actual for the year ended 30th June 2025

KshsKshsKshsKshsKshs

t00%3,095,7353,095,7353,095,735
from previous periods
Budget Carry Overs

Receipts

25,000,000 97%933,144,247958,t44,24'l743,t44,247215,000,000Revenue Transfers -
GoK
Revenue Transfers -
Direct

97%936,239,982 25,000,000961,219,982746,239,982215,000,000Total Revenue

Payments

Use of goods and
servlces 97%25,000,000

936,239,982
96r,239,982746,239,982215,000,000

Acquisition of non-
financial assets

25,000,000 970936,239,982961,239,982746,239..982215,000,000Total Payments

Surplus

t-Nco/o

Adjustments FinalBudget

Notes
l. Final Budget vs. 3rd Supplementary Budget

The revenui transfers reflected in the GOK Final Budget are higher than the 3rd Supplementary Budget due to the receipt

of Kshs. 833,144,2414 during the financial year. These funds were specifically allocated for bridge settlement to offset

long-standing outstanding bills

5

Actual on
Comparable

Basis

d e=c-dc=a+bb

I

a

Original
Budget

ReceipS/Paymerts
Item
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Budget Reconciliation

of Particulars Amount in Kshs
Actual Amounts as the statemeut of

1 Reason for differences
Cash and Cash as the statement of Cash flows

6
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12 Notes to the Financial Statements

1. General Information

Kenya National Highways Authority is established by and derives its authority and accountability from Kenya

Roads Act 2007. The entity is wholly owned by the Government of Kenya and is domiciled in Kenya. The entity's

principal activity is development, rehabilitation, management and maintenance of all National Trunk Roads

comprising of Class S, A, and B roads.

2. Statement of Compliance and Basis of Preparation

The financial statements have been prepared in accordance with the Public Finance Management Act 2012 and

with the lnternational Public Sector Accounting Sundards (IPSAS).

These financial statements were authorized for issue by the accounting officer on 2 7 I ll5 ?t. ;

3. Adoption of New and Revised Standards

i) New aad amended standards and interprelations in ksue ellective in the year ended j0 June 2025

Applicable ld January 2025

The standard sets out the principles for the recogaition, measutemcnt, presentation, and

disclosure of leases. The objective is to ensue tlat lessees and lessors provide relevant

information in a manner that faithfrrlly represents those transactions. This information givcs

a basis for users of financial statements to assess the effect that leases have on the financial

position, financial performance and cashflows of an Entity.

The new standard requires entities to recognise, measure atrd Fesent information on right of

use assets and lease liabilities'

The pruject does not anticipale that lhe stafldard will have any inpact on the operations

and reporting.

Appltcablc ln January 2025

The Standard requires,

Assets that meet the criteria to be classified as held for sale to be measured at the lower of

carrying amount and fair valuc less costs to sell and the depreciatiou of such assets to cease

and:

IPSAS tt4: Non-

Curent Assets

Hcld for Sale

and

Discontinued

Operations

'1

IPSAS 43
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criteria to be classified as held for sale to be presented separately in theAssets that meet the

IPSAS 45.

Property Plant

and Equipment

The standard supersedes IPSAS l7 on Property, plant and Equipment. IpSAS 45 has

additional guidance,/ new gu.idonce for heritage assets, infrastructure assets and

measurement. Heritage assets were previously excluded from the scope of IpsAs l7 in
IPsAs 45, heritagp assets that satisf, the definition ofppE shall be recogrised as assets if
they meet the criteria in the standard. IPsAs 45 has an additional application guidance for

infrastnrchue assets, implcmentation guidance and illustrative examples. The standard has

clarified existing principles e.g valuation of land over or under the infrastruch[e assets,

under- maintenance of assets and distinguishing sigrificant parts of infrastrucfife assets.

The project does not anlicipate that the standard will have any impaa on the operations

and reporting.

Applicable It lanuary 2025

IPSAS 46

Measurement The objective of this standard was to improve mcasurement guidancc across IpsAS by:

i. Providing further detailed guidauce on thc implementation of commonly used

measuement biBes and the circrEsta[ces under which they should be used.

ii. ClariSing transaction costs guid4nce to enhance consistency across IpSAS;

iii' Amending where appropriate guidance across IpsAS related to measurement at

recopitioq subsequetrt measurement and measurement related disclosures.

The standard also intsoduces a public sector specific measurement bases called the current

operational value.

The project does not anticipare that the slandard x,ill have any inpacr on the opcrations

and reporting.

Applicable lt fanuary 2025

8

Effective datc snd impacl:Standaid

statement of financial position and the results of discontinued operations to be presented

separatcly in thc statement of financial pcrformance.

Thc projecl does not anticipate tlrar rhe standard will have any impact on the operatiorrs

and reporting.
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ii) New and amended standards and interprclations in itsue but nol yet ellective in the year ended 30 fune

2025

IPSAS 47.

Revenue

Applicable la January 2026

This standard supersedes IPSAS 9- Revenue from exchange transactions, IPSAS ll
Comtruction contracts and IPSAS 23 Revenue from non- exchange transactions. This

standard brings all the guidance ofaccounting for revenue u[der otre standard. The objective

of the standard is to establish the principles that an entity shall apply to report usefrrl

infonnation to users offinancial statements about the nahuc, amount, timing and uncertainty

ofrcvenue and cash flow arising from reveuue transactions.

The project does nol anticipate tot lhe standard will have any impact on lhe operations

and reporting.

Applicablc Ia fanuary 2026

The objective ofthe standard is to establish the principles that a transfer provider shall apply

to report useful information to users of financial statemcnts about the nature, amount, timhg

atrd uncertainty of expenses and cash flow arising from transfcr expense transactions. This

is a new standard for public sector entities geared to provide guidance to entities that pmvide

tansfers on accounting for such transfers.

The projea does not anticipole that the standard will have any impcct on lhc operations

and reporting.

IPSAS 48.

Transfer

Expenses

IPSAS 49.

Retircmeut

Bcnefit Plans

Applicable Ia January 2026

Thc objective is to prescribe thc accouoting and rcporting rcquiremcnts for the public sector

retirement benefit plans which provide retirement to public sector employees and other

eligible participants. The standard sets the financial statemeots that should be presented by

a retiremeut benefit plan.

The project does not anticipale thdl the standa will have any impacl on lhe opetotions

and reporting.

Applicable I" ,Ianuary 2027

The objective of this Standard is to specify the financial reporting for the

exploration for and evaluation of mineral resources. The Standard requires:

i. Limitcd improvcmcnts to existing accounting practices for exploration and

evaluation expenditures.

ii. Entities that recognize exploration and evaluation assets to assess such

assets for impairment in accordance wittr this Standard and measure any

impairment in accordance with IPSAS 26.

IPSAS 50:

Exploration For

& Evaluation

of Mineral

Resources

9

Stenderd Effective date and imprct:
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iii. Disclosures that identifu and explain the amounts in the entity's financial
statements arising from the exploration for and evaluation of mineral
resources and help users ofthose frnancial statements understand the
amount, timing and certainty of future cash flows from any exploration and

evaluation assets recognized.
The project does not anticipate that the standard will have any inpact on the operations

and reporting

iii) Early adoption of standards

The Entity did not early - adopt any new or amended standards in the financial year

l0

Effective date aud imprct:Standerd
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4. Summary of Signillcant Accounting Policies

a) Revenue recognition

i) Revenue from non-exchrnge tnnsections

Trensfers from other government entides

Revenues from non-exchange transactions with other govemment entities are measured at fair value and

recogrized on obtaining contol of the asset (cash, goods, services and property) if the transfer is free

from conditions aud it is probable that the economic benefits or service potential related to the asset will

flow to the entity and can be measured reliably. To the extent that there is a related condition attached

that would give rise to a liability to repay the amount, the amount is recorded in the statement of financial

position and realised in the statement of financial performance over the useful life of the assets that have

been acquired using such funds.

ii) Revenue from erchenge trrtrsactions

Interert income

Interest income is accrued using the effective yield method. The effective yield discounts estimated future

cash receipts through the expected life of the financial tsset to that asset's net carrying amount. The

method appties this yield to the principal outstanding to determine interest income each period.

b) Budget information
The original budget for F\ 2024/2025 was approved by the National Assembly on 28th lawaty 2024.

Subsequent revisions or additional appropriations were made to the approved budget in accordance with

specific approvals from the appropriate authorities. The additional appropriations are added to the original

budget by the entity upon receivilg the respective approvals to conclude the final budget. Accordingly,

the Project recorded additional appropriations of Kshs. 743,1M,247 on the FY 202412025 bttd'get

following the Board's approval. The entity's budget is prepared on a different basis to the actual income

and expenditure disclosed i:r the financial statements. The financial statements are prcpared on accrual

basis using a classification based on the natue of expenses in the statement of financial performance,

whereas the budget is prepared on cash basis. The amounts in the financial statements were recast from

the accrual basis to the cash basis and reclassified by presentation to be on the same basis as the approved

budget. A comparison of budget and actual amounts, prepared on a comparable basis to the approved

budget, is then presented in the statement of comparison ofbudget and actual amounts. ln addition to the

Basis difference, a-djustments to amoutrts in the financial statements are also made for differences in the

formats and classification schemes adopted for the presentation of the financial statements and the

approved budget. A statement to reconcile the actual amounts on a comparable basis included in the

statement of comparison of budget and actual amouDts and the actuals as per the statement of financial

performance has been presented on page 5 under section Ll ofthese financial statements.

l1
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Notes to the financiel statements

c) Property, plant and equipment

All property, plant and equipment are stated at cost less accumulated depreciation and impairment losses.
Cost includes expenditure that is directly attributable to the acquisition or construction of the item of
proPerty appropriately according to the acronyms you use in your financial statements plant and
equipment. When significant parts of property, plant and equipment are required to be replaced at
intervals, the entity recognizes

such parts as individual assets with specific useful lives and depreciates them accordingly. Likewise,
when a major inspection is performed, its cost is recognized in the carrying amount of the plant and
equipment as a replacement if the recognition criteria are satisfied. All other repair and maintenance costs
are recogrized in surplus, or deficit as incurred. Where an asset is acquired in a non-exchange transaction
for nil or nominal consideration the asset is initially measured at its fair value.
d) Leeses

Finance leases are leases that transfer substantially the entire risks and benefits incidental to owuership

of the leascd item to thc Project. Asses held under a financc lease are capitalized at the commenccment

of the lease at the fair value ofthe leased property or, if lower, at the present value of the future minimum
lease payments. The Project also recognizes the associated lease liabiliry at the inception of the lease. The

liability recognized is measured as the present value of the future minimum lease payrnents at initial
recognition' Subsequent to initial recognition, lease paym.ents are apportioned between finance charges

and reduction of the lease liability to achieve a constant rate of interest on the remaining balance of the

liability. Finance charges are recognized as finance costs in surplus or deficit. An asset held under a

finance lease is depreciated over the useful life of the asset. However, if there is no reasonable certainty

that the Project will obtain ownership of the asset by the end of the lease term, the asset is depreciated

over the shorter of the cstimated useful life of the asset and the lease term.

e) Intanglble assets

Intangible assets acquired separately are initially recognized at cost. The cost of intangible assets acquired

in a non-exchange transaction is their fair value at the date ofthe exchange. Following initial recognition,

intangible assets are carried at cost less any accumulated amortization and accumulated impairment

losses. lntemally generated intangible assets, excluding capitalized development costs, are not capitalized

and expendinfe is reflected in surplus or deficit in the period in which the expenditure is inctured. The

useful life of the intangible assets is assessed as either finite or indefinite. lntangible assets with an

indefinite useful life are assessed for impairment at each reporting date.

t2
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Notes to the financial statements

f) Reseerch end development costs

The Project expenses research costs as incurred. Development costs on an individual project are

recognized as intangible assets when the Project can demonstrate:

D The technical feasibility of completing the asset so that the asset will be available for use or sale.

D Its intention to complete and its ability to use or sell the asset.

D How the asset will generate fuhue economic benefits or service potential

! The availability of resouces to complete the asset.

! The ability to measure reliably the cxpenditure during development.

Following initiat recognition of an asset, the asset is carried at cost less any accumulated amortization

and accumulated impairment losses. Amortization of the asset begins when development is complete, and

the asset is available for use. It is amortized over the period of expected future benefit. During the period

of development, the asset is tested for impairment annually with any impairment losses recogrrized

immediately in surplus or deficit.

g) Finencialinstruments

IPSAS 41 addresses the classification, measruement and de-recognition of financial assets and financial

liabilities, introduces new rules for hedge accounting and a new impairment model for financial assets.

The entity does not have any hedge relationships aod therefore the new hedge accounting rules have no

impact on the Company's financial statements. A financial instrument is any conhact that gives rise to a

financial asset ofone project and a financial liability or equity instrument of another Project. At initial

recognition, the entity me,rsures a financial asset or financial liability at its fair value plus or minus, in

the case of a financial asset or financial liability not at fair value through surplus or deficit, [ansaction

costs that are directly attributable to the acquisition or issue of the financial asset or financial liability.

13
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Notes to the linancial statements

Subrequent measurement

Based on the business model and the cash flow characteristics, the hoject classifies its financial

assets into amortized cost or fair value categories for financial instruments. Movements in fair value are

presented in either surplus or deflicit or through net assets/ equity subject to certain criteria being met.

Amortlzed cost

Financial assets that are held for collection of contractual cash flows where those cash flows represent

solely payments of principal and interest, and that are not desigrrated at fair value through surplus or

deficit, are measured at amortized cost. A gain or loss on an instrument that is subsequentty measured at

amortized cost and is not part of a hedging relationship is recognized in profit or loss when the asset is

de-recopized or impaired. lnterest income from these financial assets is included in finance income using

the effective interest rate method.

Feir vclue through net essets/ equity
Financial assets that are held for collection of contractual cash flows and for selling the financial assets,

where the assets' cash flows represent solely payments of principal and interest, are measured at fair

value through net assets/ equity. Movements in the carrying amount are taken through net assets, except

for the recognition of impairrrent gains or losses, interest revenue and foreign exchange gains and losses

which are recognized in surpluVdeficit. lnterest income fiom these financial assets is included in finance

income using the effective interest rate method.

14

Financial assets

Classificaion

The Project classifies its financial assets as subsequently measured at amortised cost, fak value through
net assets/ equity, or fair value through surplus and deficit on the basis ofboth the Project's management

model for financial assets and the contractual cash flow characteristics of the financial ,rsset. A financial
asset is measured at rmortized cost when the financia[ asset is held within a management model whose

objective is to hold financial assets in order to collect contracfual cash flows and the conhacfual terms of
the financial asset give rise on specified dates to cash flows that are solely payments of principal and

interest on the principal outstanding. A financial asset is measured at fair value through net assets/ equity
if it is held within the management model whose objective is achieved by both collecting contractual
cashflows and selling financial assets and the contractual terms ofthe financial asset give rise on specified
dates to cash flows that are solely payments of principal and interest on the principal amount outstanding.
A financial asset shall be measured at fair value through surplus or deficit unless it is measured at

amortized cost or fair value through net assetVequity unless an cntity has made an irrevocable election at

initial recogrition for particular investments in equity instruments.
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Fair vdue through surplus or deficit

Financial assets that do not meet the criteria for amortized cost or fair value through net assets/ equity are

measured at fair value through surplus or deficit. A business model where the entity manages financial

assets with the obj ective ofrealizing cash flows through solely the sale ofthe assets would result in a fair

value through surplus or deficit model.

Trede and other recelvables

Trade and other receivables are recognizcd at fair values less allowances for any uncollectible amounts.

Trade and other receivables are assessed for impairment on a continuing basis. An estimate is made of

doubtful receivables based on a review ofall outstanding amounts at the year-end.

Impairment

The Project assesses, on a forward-looking basis, the expected oedit loss ('ECL') associated with its

financial a.ssets carried at amortized cost and fair value through net assetVequity. The Project recopizes

a loss allowance for such losses at each reporting date. The project did not have any impairment during

the financial year.

Financial liobilities

Classificatioa

The Project classifies its liabilities as subsequently measured at amortized cost except for financial

liabilities measured through profit or loss.

h) Inventorles

lnventory is measured at cost upon initial recognition. To the extent that inventory was received through

non-exchange tansactions (for no cost or for a nominal cost), the cost of the inventory is its fair value at

the date of acquisition.

Costs incuned in bringing each product to its present location and conditions are accounted for, as

follows:

) Raw materials: purchase cost using the weighted average cost method'

D Finished goods and work in progress: cost of direct materials and labour and a proportion of

manufacturing overheads based on the normal operating capacity but excluding borrowing costs.

After initial recognition, inventory is measured at the lower of cost and net realizable value. However, to

the extent that a class of inventory is distibuted or deployed at no charge or for a nominal charge, that

class of inventory is miaswed at the lower of cost and current replacement cost.

l5
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Inventories (Contlnued)

Net realizable value is the estimated selling price in the ordinary course of operations, less the estimated

costs of completion and the estimated costs necessary to make the sale, exchange, or distribution.
Inventories are recognized as an expense when deployed for utilization or consumption in the ordilary
course of operations of the Project.

i) Provisions

Provisions are recomized when the Project has a present obligation (legal or constructive) as a result of
a past event, it is probable that an outflow ofresources embodying economic benefits or service potential
will be required to settle the obligation and a reliable estimate can be made of the amount of the obligation.
where the Project expects some or all of a provision to be reimbursed, for example, under an insgrance

contract' the reimbursement is recognized as a separate asset only when the reimbursement is virtually
certain. The expense relating to any provision is presented in the statement of financial performance net

of any reimbunement.

C o n ti n g e nt I iab iliti es

The Project does not tecognize a contingent liability but discloses details of any contingencies in the

notes to the financial statements unless the possibility of an outflow of resources embodying economic
benefits or service potential is remote.

contingent ossets

The Project does not recogrize a contingent asset but discloses details ofa possible asset whose existence

is contingent on the occurrence or non-occrurence of one or more uncertain future events not wholly
within the conkol of the Project in the notes to the financial statements. Contingent assets are assessed

conthually to ensure that developments are appropriately reflected in the financial statements. If it has

become virhrally certain that an inflow of economic benefits or service potential will arise and the asset,s

value can be measured reliably, the asset and the related revenue are recognized in the financial statements

ofthe period in which the change occurs.

t6
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j) Nature end purpose of reserves

The Authority creates and maintains reserves in terms of specific requirements. The Authority maintains

grants and surplus reserves. The grant reserves nre exchequer and donor funds received from the

Government and Development Partners for development of roads. The surplus reserve represents the

surplus or deficit of internally generated funds against the project operation expenses and transfers' The

exchequer and Development partner funds are capitalized in the statemeut of financial position. However,

the portion of exchequer and Development Partner funds spent on non-capital items or project expenses

is transferred to recurrent tansfers and neated as recurrent government grants and development parbrer

grants and expenditures accordingly.

k) Chenges in eccounting policies and estimates

T\e Projecr recognizes the effects of changes in accounting policy rerospectively. The effecs of changes in

accounting policy are applied prospectively if retrospective application is impractical.

m) Forelgn currency transsctions

Transactions in foreip currencies are initially accounted for at the ruling rate of cxchange on the date of

the hansaction. At each reporting datc, foreign curency monctary items are translated using the closing

rate. Non-monetary items measured in historical cost are translated using the exchange rate at the date of

the tansaction, and those measured at fair value are translated using the exchange rates at the date when

the fair value was determined. Exchange differences arising from the settlement of monetary items or

hanslation of monetary/non-monetary items at rates different from those at which they were initially

reported are recopized in surplus or deficit in the period.

n) Borrowing costs

Borrowing costs are capitalized against qualifying assets as part of property, plant and cquipment.

Such borrowing costs are capitalized over the period during which the asset is being acquired or

constructed, and bonowings have been incurred. Capitalization ceases when construction of the asset is

complete. Further borrowing costs are cbarged to the statement of finaacial performance.

l7

l) Employee benelits

Retirement beneflt plans

The project does not employ project specific employees hence does not maintain Retircment benefit Scheme.
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o) Related parties

The Project regards a related party as a person or an entity with the ability to exert control individually

or jointly or to exercise significant influence over the Entity, or vice versa. Members of key management

are regarded as related parties and comprise the directors, the Principal and senior managers

p) Serviceconcessionarrrngements

The Project analyses all aspects of service concession :urangements \at it enters into in determining the

appropriate accounting treatrent and disclosure requirements. In particular, where a private party

contributes an asset to the arrangement, the Project recognizes that asset when, and only when, it controls

or regulates the services. The operator must provide togcther with the asset, to whom it must provide

them, and at what price. ln the case of assets other than 'whole-of-tife' assets, it contols, through

ownership, beneficial entitlement or otherwise - any sipificant residual interest in the asset at the end of
the arrangement. Any assets so recogrized are measured at their fair value. To the extent that an assct has

been recognized, the Project also recognizes a corresponding liability, adjusted by a cash consideration

paid or received.

q) Cash and cash equivalents

r) Subsequent events

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

statements for the year ended June 30, 2025 .

t8

Cash and cash equivalents comprise cash on hand and cash at banlg short-tenn deposits on call and highly

liquid inveshnents with an original maturity of tbree months or less, which are readily convertible to

known amounts ofcash and are subject to insignificant risk ofchanges in value. Bank account balances

include amounts held at lhe Cenhal Bank of Kenya and at various commercial banks at the end of the

financial year.
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Notes to the financial statements

5, Significant Judgments and Sources of Estimation Uncertainty

The preparation of the Authority financial statements in confonnity with IPSAS requires management to

make judgments, estimates and assumptions that affect the reported amounts ofrevenues, expenses, assets

and liabilities,'and the disclosure of contingent liabilities, at the end of the reporting period. However,

uncertainty about these assumptiom and estimates could result in outcomes that require a material

adjustment to the carrying amount of the asset or liability affected in future periods.

Estimat$ snd assumptions.

The key assumptions conceming the future and other key sources of estimation uncertainty at the

reporting date, that have a sipificant risk of causing a material adjustment to the carryi.og amounts of

assets and liabilities within the next financial year, are described below. The Project based its assumptions

and estimates on parameters available when the consolidated fmancial statemeDts were prepared.

However, existing circumstances and assumptions about fuh.re developments may change due to market

changes or circumstances arising beyond the coutrol of the Project. Such changes are reflected in the

assumptions when they occur. IPSAS 1.140

Useful lives and residual values

The useful lives and residual values of assets are assessed using the following indicators to inform

potential future use aud value from disposal:

Provisious
provisions were raised and management determined an estimate based on the information available.

There were no additional provisions made in the hnancial year'

Provisions are measured at the management's best estimate of the expenditure required to settle the

obligation at the reporting date and are discounted to present value where the effect is material.

l9



NAIROBI WESTERN BYPASS PROJECT
Annual Report and Financial Statements for the.financial year ended lune 30,2025

Notes to the Financial Statements

6. Revenues Transfers

a) Details to Revenue Transfers

Unconditlonal Transfers

GoK Counter Part firnding 100,000,000

Transfers from Development parhers

Other unconditional transfers (Bridge Settlement Financing) 833,144,247

Total Uncouditional Transfers (a) 933,144,241

Conditional Trrnsfers

Transfers from Development partrers (AIDB)

Transfers from Development parbxer 2

Other conditional transfers (specfy)

Totel Conditional Transfers (b)

Total Transfers for the Year (a + b) 933,r4/.,247

Kshs Kshs Kshs Kshs
of Roads GOKState 933,t44,247 933,144,247

Afiican Bank
Subtotal 933,144,247 933,144,247
Defened lncome realized

Transfers in Kind
Total 93t,144,247 933,144,247

20

Dcscrlptioi

Name of The Entity Transferring

Amount
recogniTed to
Statemcnt of

Finandel
performance

Amount
deferred

utrder
deferred
income.

Amount
moved to
Capltal

fund

Total
transfers
202412025

Funding
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7. Cash and Cash Equivalents

Project Bank Account

8. Property, Plsnt and EquiPment

3,095,735

3,095,735Total Cash and Cash Equivalents

Local Currency Accounts
3,095,735Co-operative Bank of Kenya [A/c No.01 141 160979900]

National Bank of KenYa Ltd. [A/c No. 0100132733200]

KCB Bank Revenue [A/c No.1274695775]
__l^095J15Total brnk rccount balances

tion rateD
19,448,634,s l017,461,949,E631,986,684,647As At 1J 2024 balances

08035,000,35,000,080Additions
Di

(1,619,90r)(1,619,90L)TransferVAd ustments
19,482,014,58911,460,329,9622,02t,6u,721As st 30th June 2025

airmentDepreciation And Imp
As at 1J 2025

for theation char ar

loss

TransferV ustments
June 2025As At

Net Book Values
19,448,634,510t7,461,949,8631,986,684,647As at I't J 2024
19,482,014,68917,460,329,9627272,021,684,As at 30rb June 2025

21

Kshs----------------+
Ddscription

FY 2024125

Cash in Bank

FY 2024125

Kshs

r July 2024

Ksh s

Capital
Work in brogress

Kshs

fgtal

Krht
Cos'
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Notes to the Financial Statements

9. Trade and Other Payables-(Annex 4)

10. Cash Generated from Operations

11. Events after the Reporting Period
There were no material adjusting and non-adjusting events after the reporting period.

12. [Iltlmrte and Holding Entity
Thc Kcnya National Highways Authority is a Statc Corporation under the Ministry of Roads and Transport. Its
ultimate parent is the Govemment of Kenya.

13. Currency
The financial statcments are presetrted in Kenya Shillings (IGhs) rounded to the nearest Kshs.

22

Trade payables 734,t86,484 t,637,046,287
Totrl trade and other payables 734,186..484 1,637,046..287

ComperativeAgeing analysis: (Trade and other
peyables) Current FY Y" of the

Totd FY

o/o oI the
Total

Under one year 3s,000,080 ao/ 0%

0% 0o/o

0% o%
Over 3 years 699,186,404 95% 1,637,M6,287 l00o/o
Total (tie to above total) 734,186A84 t,637,M6,287 I

Surplus/Deficit for the year
usted for:

Non-cash received

Gains and losses on di sal of assets

ustmentsw ca ital
lncrease in
Increase in receivables
Increase in defened income
lncrease in bles
Increase in
Net cash flow from activities

I JuIv 2024.De.scription

I -2 years

2-3 years

rl i ,'

received in advaace
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13 Annexes
Anner I - Prlor Year Auditor-General's Recommendations

Reference
No. on the
external
audit
Report

Issue / 0bservations from Auditor Management comments
Status:(Reso

lved/1,{ot
Resolved)

Timeframe:(
Dale when
the issue is

expecled lo be
resolved)

I

Basis for Unmodilied Ooinion

Emphasis of Matter

Long Outstanding Pending Accounts Payable

Note 7 on other important disclosures and Annex
4 to the financial statements reflects pending
accounts payable balance brought forward to
202312024 of Kshs. 1,637,M6,287 in respect of
construction of roads and acquisition of land.

However, the statement of comparison of budget
and actual amounts reflects final budgeted receipts
of Kshs.57,258,930 resulting to inadequate
budgetary provisions for the settlement of the
pending accounts payable. Management did not
provide details of the measures put in to settle the
pending bills.

ln the circumstances, the Project is at risk of
incurring additional costs in the form of interest
and penalties for failure to settle Project costs as

and when the amounts fall due.

We agree with the observation that there
are long outstanding pending Accounts
payable.

We wish to clarify that Pending bills
accumulated due to inadequate GoK
budgetary provisions coupled with
delayed exchequer releases to facilitate
prompt payments.

The Authority has, however, managed to

reduce the pending bill from Kshs.

1,637,046,287 to Kshs.734,186,484 in
FY 2024t2025.

The Authority is however working
closely with the Parent Ministry and the
National Treasury with an aim of
securing additional GoK budgetary
provision to enable settlement all the
pcnding bills.

Unresolved

2 Lack of Project Closure Report Unresolved Continuous

23
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Reference
No. on the
external
audit
Report

Issue / Observations from Auditor Management coEmetrts
Status:(Reso

lved/Not
Resolved)

Timeframe:(
Date when
the issue is

expected to be
resolved)

Paragraph 2.2 on Project Information in the
financial statements indicates that the Project start
date was April, 2019 and Project end date was
lurc, 2022 revised to September, 2023.

Further, Paragraph 2.7 on Funding Summary
indicates that the Project had an approved budget
of Yuan 1,190,253,600 equivalent of
Kshs.20,947,858,233 to be financed by China
Exim Bank while an amount of Kshs.682,137,160
was to be financed as counterpart fundings by the
Government of Kenya.

ln addition, Paragraph 2.8 on Summary of Overall
Project Performance on physical progrcss based
on outputs, outcomes and impacts showed that the
Project was completed and taken over by the
employer. However, the Project closure report was
not provided for audit and Management did not
provide an explanation for the failure to close the
Project over a year after the completion date.

We note the audit observation that the
Project closure report was not ready
during the audit process.

We, however, wish to clari$ that the
preparation of the project closure report
is in progress and a copy will be shared
with the audit team upon completion.

3

Other Matters

Unresolved Prior Year Matters

In the audit report of the previous year, several
issues were raised under the Report on Financial
Statements, Report on Lawfulness and
Effectiveness in Use of Public Resources, and
Report on Effectiveness of lnternal Controls, fusk

We note the audit observation

We wish to clarifu that the Authority has

appeared before the Public Accounts
Committee and made its submissions on

Unresolved Continuous

24
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Reference
No. on the
external
audit
Report

Issue / Observations from Auditor Management comments

Timeframe:(
Dote when
the issue is

expecled to be
resolved)

Management and Governance. Although
Management had indicated the issues as resolved

as at 30 hne,2024, no evidence was provided to
support the position.

all matters raised by the Auditor General
on the Project financial statements up to
FY 202t/22.

I

Basis for Conclusion
Interest on Delayed Payments

Note 7 to the to the financial statements and Annex
4 reflects pending accounts payables balance of
Kshs.1,637,046,287 which includes amounts of
Kshs.1,347,371 ,712 and Kshs.289,674,575 for the

acquisition of land and constuction of roads,

respectively. Included in the pending accounts

payables is an amount of Kshs.4,628,287 in respect

of interest charged on delayed payment that could
have been avoided.
ln the circumstances, thc value for moncy on thc
interest on delayed payments could not be

confirmed.

We agree with the observation that
included in the pending bills were Kshs.
4,628,287 in respect to interests.

We further clarify that the inadequate
budgetary allocations to the project have

resulted in both time delays and cost

overruns. Additionally, interest on

delayed payments is a contractual
obligation stipulated in the contract
agreement. The contactor exercised this
clause due to the prolonged delays in
settling the pending bills

Unresolved Continuous

2

Delay in completion of Project

The statement of receipts and payn, ents and Note

4 reflects acquisition of non-financial assets

amount ofKshs.54,l63,195 in respect of
construction ofroads and acquisition of land

balances of Kshs.30,000,000 and
Kshs.24,l63, 195, respectively. Review of contract
documents revealed that Kenya National

We agree with the Audit observation that

an amount ofKshs 41,250.000 had been

paid to the conEactor in FY 202312024.

We would wish to clarifu that there was

significant improvement in settling

Unresolved Continuous

25

Status:(rResa
lved/Not

Resolved)

Hishways Authority and China Road and Bridge
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Reference
No. on the
external
audit
Report

Issue / Observations from Auditor Management comments
Status:(Xesa

lved/l,,lot
Resolved)

Timeframe:(
Dale when
the issue is

expected to be
resolved) 

I

Corporation sigucd addendum 3 contract
amounting to IGhs. 8 I 5,74 0,'l 20 on'l Merch, 2022
for additional road works.

During the time of audit in September, 2024, the
implementation status report indicated that works
valued at Kshs.326,296,288 had bcen certified
completed and further works valued at
Kshs.196,777,'172 had been done but not certified
resulting to total cost of works done of
Kshs.523,074,060 or 64.1%o of the additional
works. However, only an amount of
Kshs.41,250,000 had been paid resulting to the
contractor suspending works and abandoning site.
In the foregoing, the Project is exposed to
litigation costs and penalties due to delayed
payments. The Project is at risk of incurring
additional costs in form of interest and penalties
for failure to settle Project costs as and when the
amounts fall due.

conEactors'bills in FY 202412025. An
amount of Kshs. was paid. I 15 ,221,8'lO
The Authority shall continue to closely
liaise with the Parent Ministry and the
National Treasury for additional
budgetary allocation and timely release
of exchequer to facilitate settlement of
long outstanding and ongoing works.

q*,.
Eng. Luka Kimeli
Ag. Director General

Eng. Henry Gakuru
Director-Development

26
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Anner 2- Reconciliation of Inter-Entity Transfers

Nairobi Western BYPass Project

Break down of Trausfers from the State Departmen t ofRoads

Government Counte art Fundin

amounts relate
FYtowhich the

Amoun t (Kshs)Bank Statement Date

FY 2024125100,000,0002426-S

100,000,000TotalTotal
B entsDirect Pa

Total

C
FY 2024125226,1s2,2741-A 25

FY 202412s450,000,000-2529-
FY 2024125t56,',l91,9',13

Exchequer Receipt-
Securitization - Bridge
Settlement

833,144,247Total

Total (A+B+C)

G.t-*
Eng. Luka Kimeli
Ag. Director General

CPA c Kimani Karumba
Ag. Deputy Director-(F&A)
ICPAK Member No. 3321

2'7

Project Name:

A.

Exchequer Receipt

Others

2l-Mav-25

933,144,247
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Anner 3 - Summary of Fixed Asset Register

(KSh) IGhs (Ksh) (KSh) h
2023-2024 2024-2025 2024-2025 2024-2025

u( ) (b) (c) e)( (f)= (a)+ (b)+(c)-(d)+(
e

Land 1,986,684,64',7 35,000,080 2,021 684,727
Work in 61,949,861t7 4 I ,61 9,90 t 17,460 29,962

Total 19,448,634,510 35,000,0E0 I ,619,901 lg,4g2,0l4,6g9

Anner 4 - Analysis of Pending Bills

Supplier of Goods/Services Date Invoiced
Origiual
Amount

Outstanding
Brlance

Comments2024-2025
2023-

2024(Restated)
a b c=a-b

Civil Works
Chiaa Road & Bridge Corp 30-Mar-21 4,628,28? 2,823,256 1,805,03 I 4,628,287 IA
China Road & Bri C 01-Sept-21 163,148,144 155,268,515 7,E79,629 t21,898,144 l -Addendum 3
China Road & Bri 23-Dec-21 163,148.144 163,148,1,14 163,148,1.14 2-Addendum 3Sub-total 330,924,575 15E,091,77t 172,E32,804 289,674,575
Land Compensation
National Land Commission 16-Jun-22 2,02r,684,727 1,460,33t,M7 561,353,680 1,347,37r,7r2
Grand-Total 2,352,609,302 1,618,422,81E 734,196,4U 1,637,046,297
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Additions during' 
the year Closing rl.i

I

r

Tra nsfers/Waiver
in/(out) durins the

Disposals during
the year

2024-2025

Amount Paid
To-Date

Outstanding
Balance


