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Norlhern Coridor Trunsport Improvemenl Proiecl
Annuol Reporl and Flnancial Slalemenls for thelinancial year ended June 30, 2023
l. Acronyms and Glosssry of Terms

CBK

CPA

ICPAK

FY

IDA

IMF

IPSAS

KeNHA

Kshs.

KISM

KIWS

MRT

NEMA

PAPs

PFM

PSASB

SDG

UA

Central Bank of Kenya

Certified Public Accountant

lnstitute of Certified Public Accountants of Kenya

Financial year.

Intemational development Association

Intemational Monetary Fund

Intemational Public Sector Accounting Standards

Kenya National Highways Authority

Kenya Shillings

Kenya Institute of Supplies Management

Kilometer/s

Ministry of Roads and Transport

National Environment Management Authority

National Treasury

Project Affected Persons

Public Finance Management.

Public Sector Accounting Standards Board

Sustainable Development Goals

Unit of Account
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Northem Corridor Trunsport Impruvemenl Projecl
Annual Reporl and Finoncial Statemenls lot the tinoncial yeor ended June 30, 2023
2. .Project information and overall performance

2.1 Name and registered office

Name: Northem Corridor Transport Improvcment Project

Objc.ctive: The objective ofthe project was to enhance the efficiency and effectiveness ofthe
borrower's transport sector through:

(a) Increasing thc cfficiency ofroad transport; and
(b) Promoting private sector participation in thc managcment, financing and

mainlenance of road asscts.

Address: Barabara Plaza
Jomo Kenyatta Intemational Airport
Off Mazao Road
Nairobi, Kenya

Cottacts: Director Gcneral
Kenya National Highways Authority
P.O. Box 49712-00100
Nairobi
+254-20-495000
dg@kenha.co.ke
www.kenha.co.ke

2J Project Information

23 Project Overview

Tclephone:
E-mail:
Website:

Proiect Slart Date 25 June 2004

Proiect End Date 30 December 201 5

Project Manager: Ene. S. Ogege

Prqiect Sponsor Covemment of Kenya
Intemational Dcvclopment Assoc iation (lDA)

Line Ministry/State
Department of the
proiect

The project is under the supervision of the State Department of Roads
under the Ministry of Roads and Transport (MRT).

Proiect number P08261 5

Strrtegic goals of
the project

1'he strategic goals ofthe project are as follows:
(i) Increasing the efficiency ofroad transport; and
(ii) Promoting private sector parricipation in the management.

financing and maintenance of road assets



Norlhern Corridor Transport Improvemenl Projecl
Annuol Reporl and Financial Stalements for lhe Jinanciol year ended June 30,2023
Pro ect information and overall ormance Continued

2.4 Bankers
NCBA Bank Limited
NIC House Branch
P.0. Box 44599
Nairobi

2.5 Independent Auditor
Auditor General
Office of the Auditor Ccneral
P.O. Box 30084 - 00100 GPO
Nairobi

Summary of Project
Strategies lbr
achievement of
strategic goals

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

(i) Rehabilitation of Northem Corridor and Lmergency
Restoration of Damaged Public Assets

(ii) Private Sector Participation in Road Management and
Maintenance

(iii) Institutional Strengthening in Road Sector and Technical
Assistance

(iv) Strengthening Covemancc in Construction Industry

Other important
background
infomration of the
project

The objective of the Project is to enhance the efficiency and
effectiveness of th€ country's transport seclor through:

(a) increasing the efTiciency ofroad transport;
(b) promoting private sector participation in the management,

financing, and maintenance of road assets.
(c) to improve sound economic status ofthe country at large

Areas that the
project was formed
to achieve

The project was formed to intervene in the following areas:

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

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

(iii) The post-election crisis in the country saw extensive damage to
some critical infrastructure. public buildings and equipment

Project duration The proiect started on 25 June 2004 and ended on 30 December 201 5



Notlhern Corridor Transporl Impruvemenl Project
Annual Report and Financial Slalements lor the linancial yar ended June 30,2023

Project information and overall performance (Continued)

2.6 Roles and Res onsibilities
Names Title

desisnation
Key qualification Responsibilities

Eng. H. Cakuru Ag. Director
Development

Registered
Engineer

Overall Development
Projects oversight

Eng. Samuel Ogege Deputy
Director -
Special
Projects

Registered
Engineer

Plan. direct, control and
coordinate activities of
the program
components,

Coordinate project
implementation
activities
Prepare project
implcmentation reports,
. Attend project

coordination
meetings

Mr. W
Barongo

M Deputy
Director
Environment &
Social
Safeguards

NEMA Lead
[,xpert

Coordinate Project
Social safeguards
activities
Coordinate Project
Environmental
safeguards activities

CPA Chanje Kera Deputy
Dircctor
Finance and
Accounts

Certified Public
Accounlant

Provide professional
advice on project
accounting and finance
on regulations and
financial management
processes

Coordinate financial
reporting processes

Coordinate Project
reporting

Mr. R. Kilel Assistant
Director
Supply Chain
Management

Registered KISM
& CIPS Member

Provide professional
advicc on project
procuremenl on policies
and management
purchasing processes

Coordinate project
procurement activities.



Northen Corridor Trunsport Imprcvemenl Proiect
Annuol Reporl and Financial Slatements for the financialyear ended June 30, 2023
Project information and overall performance (Continued)
2.7 Funding summary

The Project was for a duration of Il years from 2004 to 2015 with an approved budget of
SDR 278,940,000 equivalent to USD 307,493,959 which is equivalent to Kshs
31,088,315,753 by Intemational Development Association and USD 16,641,543 equivalent to
Kshs I,458,246,791 by Nordic Development tund as highlighred in the table below:

Below is the funding summary:

A) Source ofFunds

o
Loan
lntcmational
Dcvclopmcnt
Association

307,493,959 3 r,088J 15,753 307,493,959 31,0E8,315,753

Nordic
Dcvelopmcnt
Fund

16,641,543 I ,458,246,791 t6,641,543 | ,458,246,79 t

(ii)
CouDa.rp.rt
funds
Govemmcnt of
Kenya

3 t,77t,4 t4,058 3t,771,4t4,058

Tot.l 324,t35,502 64.3t7 916,602 324,r3s502 51)t1,976,@2

vl



Northem Corridor Transporl Impruvemcnt Projccl
Annual Rcport and Financiql Stalentenls for lhe linunciol -1'ear cnded June 30,202-l

Funding summar;
Project information and overall performance (Continued)

B) Application of Funds

2.8 Summary of Overall Project Performancc:

l) Majiya Chunrvi - Miritini (35 km and increascd to 40 km)
Contract successfully completed and handed over to Employer.

2) Sultan Hamud-Machakos Tumoll'(55 km)
Contract successfully complcted and handcd over to I-mpkryer.

3) Machakos'l'um offJKlA 33 km lincluding l2 km ofdual carriageway)
Contract successfully cornpleted and handed over to Iimployer.

4; l-anerNjoro Turnoff(dual l6 km)
Contract successlully compleled and handed over to [imployer

5) N.ioro Turnol'fl"f imboroa (84 km)
Contract successfully conrplcted and handed over Io Irmployer

6) Mau Summit-Kericho (57km)
Contract succcssfully complcted and handcd over to Iimploycr.

7) Kcricho-Nyamasaria (76 km)
Contract successfully conrpleted and handed ovcr to ['-mployer

8) Nyarnasaria-K isurnu - Kisian including Kisunrtt Bypass road

Conlract succcssl'ully complcted and handed ovcr to lrmployer

iPplicrtlon offunds Amount receivcd lo drte -

(306 June 2023)

Cumulrtive
Amoutrt paid to

date -
(30th June

2023)

Unutiliscd brlsnce
to dste -

(30th June 2023)

ASD Kshs .Ksfis USD Kshs

i
(A) (A) (B')

(A)-
B) (A)48)

(i) Loan

lnternalional Developmcnt
Arsociation

.107,{9.1.05q I t.0E8.3 15.75-1 I t.088,1r 5,7s3

Nordic Development Fund t6.64 t _543 1.158.216.79 r 1.458,246,79 r

(ii) (lounterpart funds

Govcmmenl of Kcnya .t 1.771.{ 14.058 I 1.771..111.058

Total 32.1,135,502 61 3 t1 .97 6,602 613t1,916,602

YI



Northern Conidor Transport Improvement Prujecl
Annual Report and Financial Statements fot the finoncial yeor ended.lune 30, 2023

Project information and overell performance (Continued)

9) Emergency Restoration ofPublic Assets
Contract successfully completed and handed over to Employer.

l0) Rehabilitation of Kisumu Airport - Kisian Road 7km
Contmct successfully completed and handed over to Employer.

2.9 Summary of Project Compliance:

There were no cases of reported non-compliance with applicable laws and regulations, and
essential extemal financing agreements/covenants,statement of Performance against project's
Objectives

Yllt



Northern Corridor Transporl Improvemenl Proiect
Annual Report and Financial Slalements for lhe linancial year ended June 30, 2023

3. Statement of Performance against Project's Predetermined Objectives

Thc key development objectives of the project are to:
(i) Increasing the efficiency of road transport along the Northem corridor to facilitate

lrade and regional integration
(ii) Promoting private sector participation in the management, financing and maintenance

of road asscts
(iii) Restore vital infrastructure and public assets damaged as a result of the 2007

post-elcction crisis
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 and converted into development outcomes. Attendant indicators were

identified for reasons oftracking progress and performance measurement:

Below we provide the progress on attaining the stated objectives:

Proiect Obiective Outcomc lndicrtor Performancc

Northem
Corridor
Transport
Improvement

Increasing the
elTiciency of road
lransport along
the Northem
corridor to
facilitate trade
and regional
integration.

Promoting private
sector
participation in
the management.
financing and

maintenance of
road assets

Restoration of
damaged public
buildings
damaged as a

result of the 2007
post-election
crisis-

Reduction in
vehicle
operating costs,
passenger travel
time and road
crash related
costs. Kenyan
products will be
more
competilive in
regional and
international
markets

Consolidate the
achievements
made so far,
cnhance the
cfficiency and
cffectivcness of
service delivery,
and pronrote
good
governance and
prolbssional
integrity in the
roads sector

Reduction in
freight and
passenger lravel
times from
Mombasa to
Malaba

Award ofone
long term
performance-
based road
maintenance
and
management
contract to the
private sector.

Current travel
and freight
movement lim€
between

Mombasa to
Malaba has

reduced by 25%o.

Already a

section of the
corridor
(Nairobi
Expressway
Project) has

been completed
under Public
Private
Partnership and
opened tolled..

tx



Northern Corridor Transport Improvement Project
Annual Rcpon and Financial Stotements for lhe Jinanciol yeor cndcd June 30, 2023
4. Environmentaland Sustainabilityreporting

Northem Corridor Transport [mprovement Project exists to transform lives. This is our

purpose; the driving force behind everfhing we do. It's what guides us to deliver our

strategy. Below is a briefhighlight ofour activities that drive towards sustainability.

l. Sustainability strategy and profile

Sustainable Developmenl Goals (SDCs) 201 5-2030 provides a plan of action for rhe people

and their 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

initiativcs:

a) Good heolth and v'ell-being (SDG 3): The Authority strives to undertake Road Safety

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

road safety education to reduce accidentsl

b) Gender Equality (SDG 5):1'he Authority encourages mainstreaming ofgender equality in

project and programmes by incorporating compliance to one third gender rule in
procurement and recruitment:

c) Industry, innow ion and infrustruLture (SDG 9). Thc Authority develops quality ,

reliable. sustainable and resilient infrastructure including regional and trans-border

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

affordable and equitable access Ibr all;

d) Sustctinable cities and communities (SDG 11): The Authority endeavours to extend the

pavcd road network to hithefto underserved areas in the rcgion to improve nationwidc

access to high speed and all - weather connectivity; and

e) L'limate action (SDG.l-r. ]'he Authority endeavours to combat negative impacls ofroad

development through environmental mitigation. climate change measures and

compliance with National Environment Managemenr Authority (NEMA) requirements

in all development projects.

2. Environmentalperformance

Thc Authority is working towards cnsuring environmental sustainability in projects by

undenaking tree planting exercises, implcmentation of road beautification programs, enforcc

reinstatement ol quarries and borrow pits after construction *orks. underlakes regular

Environmental Impact Assessment (EIA) Audits. carries oul M&E on Environment and

Social Management Plan (ESMPs) as well as Environmental Social Impact Assessment

(ESIA) on projects.

x



Notlhern Corridor Transport Improvement Proiecl
Annual Report and Financial Statemenls fot the linancial year ended June 30, 2023

Environmental and Sustainabilitl' r€porting (Continued)
3. Employee welfare

In all irs staff appointments. the Authority takes dclibcratc actions to embracc Equal

Employment opportunity policies, gender mainstreaming. addresses concems around Persons

Living with Disabilities (PWDs) and takes affirmative action in line with prevailing

Govemment Policy guidelines. The Authority prioritizes training to develop technical

capscity of staff in the fields of Value Engineering, Project Financing, Project, contract

Management. Performance Based Maintenance and Safety.

4. Market place practices

The Authority strives to ensure responsible competition practices through undertaking annual

govemance audirs in projccts, monitoring the implcmentalion of policies and further

promoles ethical conduct in projects. The Authority equally scnsitizes staff on corruption and

integrity.

The Authority undertakes to be actively involved in the neBotiations during budget sector

hcaings in order to increase budgetary allocations lbr projects thus honouring contracts by

psying its liabilities on time.

5, Community Engagements

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

responsible corporat€ citizen by being accountable for its actions through 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 communities around the Project.

Thc aim is not jusl to build roads that foster development but to ensure collaboration with the

local communities to achieve suslainable development. The project staff is also encouraged to

give back to socicty hy participating in the Authorily's corporate social rcsponsibility

projects.

The contractor has been involved in various csR activities geared towards providing the

local residents by, improvement of access 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. carrics out Social Impact Asscssments (slA). undertakes gcndcr

mainstreaming and conduct stakchotders' forum to scnsitizc the public in scveral cross

cuting issues.

xl



The Director ceneral of Kenya National llighways Authority and the project Management for
Northem Corridor 'l ransport Improvement Project are responsible for the preparation and
presentation ofthe Project's financial statements, which give a true and fair view ofthe state of
affairs ofthe Project for and as at the end ofthe financial year ended on .lune Jl), 202J. This
responsibility includes: (i) maintaining adequate tinancial management arrangement and
ensuring that these continue to be effective throughout the reporting period; (ii) maintaining
proper accounting records, which disclose with reasonablc accuracy at any timc thc financial
position of lhe Projcct; (iii) designing, implementing and maintaining intemal controls
relevanl to the preparation and fair presentation of the financial statemeni, and ensuring that
they are free from material misstatements, *hether due to error or fraud; (iv) safeguarding the
assets of the Project: (v) selecting and applying appropriate accounting policies; and (vi)
making accounting estimates that are reasonable in the circumstances.

No hern Corridor Transporl Improvement Project
Annual Report and Financial Stalements for the Jinqnciol wor cnded Junc 30, 2023

5. Statement of Project Management Responsibilities

Approval of the Project financial statements

The Project financial statcments wcrc approvcd by the Dircctor General of Kcnya National
Highways Authority and thc Project m(':n for Northem Corridor Transport
Improvement Project on signed by

Eng. Kung'u Ndu
Director General

Eog. urJt CPA hanjc Kcra
Ag.Director Development Deputy Director (F&A)

ICPAK Member No. 8279

The Director General of Kenya National Highways Authority and the project Management fbr
Nonhem corridor Transport Improvement Project accept responsibility for the project's
financial statements, which have been prepared on the cash Basis Method of Financial
Reporting, using appropriate accounting policies in accordance with Intemational public Sector
Accounting Standards.

The Director General of Kenya National Highrvays Authority and the project Management for
Northem Corridor Transport Improvement Project arc of thc opinion that the project's financial
statements give a truc and fair view of the state of project's transactions during thc financial
year ended .lunc 10. 2(12-1. and of the Project's financial gnsition as at that dare. The Director
General of Kenya National Highways Authority and thc project Management for Northcm
Corridor Transport Improvement Project further confirm the completeness of the accounting
records maintained for the Project, which have been relied upon in the preparation of the
Project financial statements as well as the adequacy ofthe systems of intemal financial control.

The Director ceneral of Kenya National Highways Authority and the projecr Managemenl fbr
Northem. corridor Transport Improvement Project conlirm that the project has complied fully
with applicable Govemment Regulations and the terms of extemal financing covenants. and
that Project funds received during the financial year/period under audit were used for the
eligible purposes for which they were intended and were properly accounted for.

,|
5
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REPORT OF THE AUDITOR-GENERAL ON NORTHERN CORRIDOR TRANSPORT
IMPROVEMENT PROJECT IDA CREDIT NO. 393O.KE AND 4571-KE FOR THE YEAR
ENDED 30 JUNE, 2023 . KENYA NATIONAL HIGHWAYS AUTHORITY

PREAMBLE

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

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

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

Report on the 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 does not necessarily mean that an entity has complied with all
relevant laws and regulations and that its internal controls, risk management and
governance systems are properly designed and were working effectively in the financial
year under review.

The three parts of the report are aimed at addressing the statutory roles and
responsibilities of the Auditor-General as provided by Article 229 ol the Constitution, the
Public Finance Management Acl, 2012 and the Public Audit Act, 201 5. The three parts of
the report when read together constitute the report of the Auditor-General.

15'l-KE ld the .t'eur [ttLlad 30.Juttc, )0)J - Kena Natiorrul lligltvavs .-luthrtritv



REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of Northern Corridor Transport
lmprovement Project set out on pages 1 to 23, which comprise of the statement of
financial assets 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 tlre
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 Northern Corridor Transport lmprovement Project-lDA
Credit No.3930-KE and No.4571-KE as at 30 June, 2023 Kenya National Highway
Authority and of its financial performance and its cash flows for the year then ended, in
accordance with lnternational Public Sector Accounting Standards (Cash Basis) and
comply with the Financing Agreement IDA Credit No.3930-KE and No.4571-KE dated
8 May, 2009 between Republic of Kenya and lnternational Development Association and
the Public Finance Management Acl,2012.

Baeis for Qualified Opinion

1, lnaccuracies in the Financial Statements

The financial statements prepared and presented for audit had the following anomalies:

i. The statement of receipts and payments reflects comparative balance of
Kshs.9,702,270 in respect of deficit for the year. However, review of the statement
of assets reflects comparative balance of Kshs.2,496,331 in respect of the surplus
for the year resulting to unexplained and unreconciled variance of Kshs.7,205,939.

The statement of financial assets reflects Nil balances of comparative balances in
respect of deposits and retention monies. However, review of Note 10 to the
financial statements reflects comparative balance of Kshs.12,198,601 in respect
of deposit and retention monies not reported. Further, the decrease in deposits
and retention monies was not reported in the statement of cash flows.

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

2. Uneupported Miscellaneous Receipts

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

Report of ,he Audilor-General on Norlhern Corridor Transporl lmprovemenl Project IDA Credit No. 3930-KE ond
457 l-KE for the yeqr Ended 30 June, 202 3 - Kenya National Highways Authority
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statements. However, review of the supporting schedule provided for audit revealed an
amount of Kshs.2,690,817 in respect of interest rircome including unsupported interest
expenses of an amount of Kshs.403,622. F urlher, bank statements confirming the
receipts and expenses were not provided for audit review.

ln the circumstances, the accuracy and completeness of the miscellaneous receipts
amount of Kshs.2,287,195 in respect of interest income could not be confirmed.

3. Unsupported Expenditure on Refurbishment of Offices

The statements of receipts and payments reflects acquisition of non-financial assets
amount of Kshs.10,283,971 in respect of refurbishment of buildings and as disclosed in
Note 6 to the financial statements. Further, review of supporting documents including
payment vouchers, bills of quantities, notification of tender award, acceptance of tender
and contract agreement revealed that the repair and renovation of the Ministry of Public
Works offices in Homabay and Oyugis was procured and implemented between
September and October 2015. Further the payment voucher provided for audit review
confirms that the payment was made on 22 February, 2022 which relates to the previous
financial 202112022.

ln the circumstances, the regularity, accuracy and completeness of the expenditure
amount of Kshs.10,283,97'1 in respect of acquisition of non-financial assets could not be
confirmed.

4. Unsupported Other Grants, Transfers and Payments

The statement of receipts and payments reflects other grants, transfers and payments
amount of Kshs.61,640,78,1 in respect of miscellaneous payments and as disclosed in
Note 7 to the financial statements. Management indicated that the amount was paid to
the operation account after the closure of the project. However, supporting documents as
agreement between Management, the National Treasury and the Donor on the closure
of the project and the condition of the refund of the monies in the project account revealed
the project still had a special deposit account which had balance oI U5D42,172.

ln the circumstances, the accuracy and completeness of payments of an amount of
Kshs.61 ,640,781 in respect of transfers and payments could not be confirmed.

5. Unsupported Cash and Cash Equivalents

The statement of financial assets reflects Nil balance in respect of cash and cash
equivalents and as disclosed in Note B to the financial statements. However, supporting
documents including certificate of bank balance, bank statements and bank reconciliation
statements as at 30 June, 2023 were not provided for audit review.

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

Report ol the A ud it ot'-G enarul on Northarn Corridot'Transport Improtcuent Proiat't ID1 <'redil No. 3930-KE and
.1571-KE lbt th(lyur Endatl 30Juna.2023 - Ken.wt l\'atiorutl tlighxays.luthoritr
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The audit was conducted in accordance with the lnternational Standards for Supreme
Audit lnstitutions (lSSA|s). I am independent of ther Northern Corridor Transport
lmprovement Project Management in accordance with ISSAI 130 on the Code of Ethics.
I have fulfilled other ethical responsibilities in accordance with the ISSAI and in
accordance with other ethical requirements applicable to performing audits of financial
statements in Kenya. I believe that the audit evidence I have obtained is sufficient and
appropriate to provide a basis for my qualified opinion.

Key Audit Matters

Key audit mafters 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 Matter

1. Pending Bills

Annex 3 to the financial statements reflects analysis of pending bills in respect of road
contractors totaling Kshs.3,597,877,1 30 as at 30 June, 2023. As previously reported,
Annex 3 to the financial statements clearly shows that a total of Kshs.3,589,974,572 were
contracted on 28 and 30 June, 2022 which was seven and a half years after the project
end date of 30 December,2015. Further, review of the supporting documents including
two Dispute Board Arbitration reports on Mau Summit Kericho Rd and
Kericho-Nyamasaria-Rd-0421 and Kericho Nyamasari Rd -0422 in respect to delays in
settling outstanding payments in time revealed higher amounts awarded in two portion on
foreign and local currencies to the contractor which are at variance and inconsistent with
balances reflected in Annex3 of the analysis of pending bills as detailed below. ln addition,
supporting documents including invoices and interim payment certificates in respect to
Kisumu Airport Kisian and Road Over Rail Bridge: IPC No.9 were not provided and
records at Annex3 indicate that no bills were settled during the year.

ln the circumstances, the project runs the risk of incurring significant unquantified interest
costs and penalties with the continued delay in settling invoiced bills.

2. Project Closure Report

The Project information at Section 2.2 ol the annual report and financial statements
reflects the project end date of 30 December, 2015. However, the project closure report

Report oJ lhe Audilor-General on Northcrn Corridor Trqnlipotl lmprot'cnent Projact IDA Credit No. 3930-KE ond
1571-KE fur the y'car Eruled 30 Juna, 2023 - Kenl'o Nationul tlightuls Authority
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Road lnformation as per Annex 3 lnformation as per Dispute Board Arbitration Report

Dat6 of
Contract

Contract
Amount Outstandinq

Date of
Contract

Contract
Amount

Outstanding

(USD)

Outstanding

(Kshs.)
RD-
o421

28-6-2022 1.391.684.274 1 ,391 ,684 ,27 4 26-10-200S 6,832,657,486 4,887,'199 't ,076,34't,681

RD.
0422

2A-6-2022 'r ,586,806,817 1 ,586,806,817 8-02-2010 8,006,708,791 3,575,728 1,356,180,186



was not provided for audit, being almosl eight (8) years after the expiry of the closure
period.

3. Unresolved Prior Year Matters

As disclosed under the progress on follow up of auditor's recommendations section of the
financial statements, the prior year audit issues remained unresolved as at 30 June, 2023.
Management has not provided satisfactory reasons for the delay in resolving the issues.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

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

Basis for Conclusion

The audit was conducted in accordance with the lnternational Standards for Supreme
Audit lnstitutions (lSSAl) 4000. The Standard requires that I comply with ethical
requirements and plan and perform the audit to obtain assurance about whether the
activities, financial transactions and information reflected in the financial statements
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.

REPORT ON THE EFFECTIVENESS OF INTERNAL CONTROLS, RISK
MANAGEMENT AND GOVERNANCE

Conclusion

As required by Section 7(1)(a) of the Public Audit Act, 2015 and 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 the lnternational Standards for Supreme
Audit lnstitutions (lSSAls) 2315 and 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.

Repo o/rha Au.litor-(ianc,rol on Northarn Corridor Irun.\port lnprovemenl Project ID,1 Credit No. 3930-KE and
15: I -KE lor thc .t aqr hklatl 30 .luna. 202 3 - Kcnv Nutionol ltightol's Anthori4
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REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

As required by lnternational Development Association (lDA), I report based on my audit
that:

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

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

The Project's financial statements are in agreement with the accounting records
and returns.

Responsibilities of the Management and those Charged with Governance

The 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 the 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, the 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 cease operations.

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

ln addition to the responsibility for the preparation and presentation of the financial
statements described above, the Management is also responsible for ensuring that the
activities, financial transactions and information reflected in the financial statements
comply 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.

Report of the Auditor-Gencrol on Norlhenr Corridor Trdnsporl lmproventant Project lDA Credit No. 3930-KE and
457 l-KE for tha var Ended 30 Junc, 2023 - Keq,a Nutional |tighu'a1's Authori4'

6



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,
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) ol lhe 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 effectiveness
of internal controls, risk management and governance processes and systems in
accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 2015 and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of
the intemal control would not necessarily disclose all matters in the internal control 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 control 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 control may not prevent or detect
misstatements and instances of non-compliance. Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with the
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

a
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fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal controls.

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

Conclude on the appropriateness of the Management's use of 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 sustain
its services.

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

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

. Perform such other procedures as 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 controls that are identified during the audit.

I 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.

FCPA CBS
AUDITOR.GENERAL

Nairobi

06 December, 2023

Report of the Atrditor-Ocnerul on Northern Corridor Transport lmptovement Prdc.l IDA Credit No. 3930-KE ond
1571-KE for the ycu Endcd 30 June. 2023 - Karyu Nutktnal Highvays Aurhoritt
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Aeetel n pod eed FWl Stels*ctlre fu llc fitoneid y* ctdcd ttuc 3e,2023
7. Stetement of Receiptc end Paymentr for the year ended 30th June 202!l

iqffi
202L20:13 2021 aa2

Reccipts Krhs. Krhr. Krhs. Kshr. Kshr. Kshs, Krhs.

Transfer from Govemment entiti€s 10283.971 10.263,97t 3 r,697,866,006

Loan from extemal development
Dartne$

2
32,s16,s62,s44

Misceltaneous rea€ipts 3 2,287.195 2.2t7,t95 2,496,33t 2,496,331 13,548,052

Totll receipt! 12,571,166 12,571,t6 2,496,331 2,496,331 64,317,976,602

Prvmcnts

ComDensation of emDloyees 4 52,959,675

Purchase ofsoods 8nd services 5 1E5,456,726

Acquisition of non-financial assets 6 t0.283.97r 10.283.97 | 12.198.601 12.198.601 64,017 ,9t9 ,420
7 61.640.781 61,640,781 6t,640,781Other rrants and transfers /payments

7t-vu.752 7t.y14.752 12.19&601 12.19&601 s)tl,n66o2Totrl prymcnt!

(59Js35E6) (srJs35t6) (9,702J70t (9;102270)DeficiU(Surplus)

The accounting policics and €xplanatory notes to thcsc firElcial statcmants ar. an

Etr& Kuog'r Ndorg
Dircctor Glrcrrl

of thc financial statcmcnts

^rt
E!3 CPA Ctrtrjc Kcrr

Dcplty Irrcctor G&A)
ICPAI( M. bcr No. 8:179

Ag.



Norlhern Conidor Trunspo lmprovement Project
Annual Reporl and Findncial Statemcnls for the financial year ended June 30, 2023

8. Statement of Financial Assets as at 30rh June 2023

The accounting policies and explanatory notes to thcse financial statements form an intcsral oan
26 SEP 20zyof thc financial statements. The financial statemcnts were approvcd on

and signed by

Eng. Kung'u Nor{du
Director General

Eng. Henry Gakuru
Ag, Director Development

CPA Chanje Kera
Deputy Director F&A)

ICPAK Member No. 8279

Description Note 202L2023 2021-2022

Kshc Kchc

Financial Assets

Cash and Cash equivalents

Bank Balances 8 59.353.586

Total Cash and Cash equivalents 59,353,586

Total Financial Assets 59,353,586

Financial Liabilities

Deposits and Retention monies

Nct Assets 59,353,586

Reprcsented By

Fund Balance B/fwd 9 59,353,586 56,857,255

Surplus/(Deficit) for the Year (s9,353,586) 2.496.331

Net Financial Position s9,3s3,s86

.EIU
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Nonhern Corridor Tran sporl I mpruvement Proicct
Annual R and Finoncial Slalements or lhe nancial r ended June 30,2023

9. Statement of Cashflow for the year ended 30'h June 2023

t 
^<1,{ ^

Eng. kuns'u N/,i[d',
Diroctor GcncraY

Eng. H
Ag. Director Devclopmcnt

CPA Chanje Kera
Deputy Director (F&A)
ICPAK Member No. 8279

a
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Dr lr rdptiol Notei 20224023 2021-2022

Kshr Krhs

Cashflow from operating activiaies

Reccipts

Transfer from government entities r0,283,971

Miscellaneous receipts 3
2,287,195

2,496,33 t

Total receipts t2,571,166 2,496,33t

Payments

Olher gmnts and transfers /payments 7 (6r,640,78r)

Total Pavm€nts (61,640,781)

AdJustments during the ycar

Net cash flow from operating activities 12,571,t66 2,496,33t

Cashflow from investing activitics

Acquisition of non-fi nancial assets 6 ( 10,283,971 ) ( r 2, 198,601)

Net cash flows from investing activities ( 10,283,971) (r2,198,601)

Cash flow from financing activities

Proceds liom foreign borrowings

Net cash flow from financing activities

Net increase in cash and cash equivalents (59,3 53.586) (9,702,270)

Cash and cash equivalent at beginning of the vear 59.3 5 3.5 86 69.055,856

Cash and cash equivalent at end of the year 59,353,586



No hern Corridor Transporl Improvemcnl Pmjecl
Annual Reporl and Financbl Stolerrrenls for the financial war ended June 30, 2023

10. Strtement of Comparison of Budget and Actual amounts for the year ended 30rr June

2023

Note: The significant budget utilisation/performance differences in the last column are explained in
Anner 2 to these financial statements.

Eng. Kung'u NdQl$u
Director General

Henry Gakuru
Ag. Director Development

CPA Chanje Kere
Deputy Director (F&A)
ICPAK Member No. 8279

Reccipts

Transfer from
Govemment entities

10,283,971 10,283,971 lNo/"

Miscellaneous receipts 2,287,195 2,287,t95

Totrl Reccipts r0rt3,97r 12,s71,166 2287,19s 122./.

Prym€uts
Acquisition ofnon-
financial assets

t0,283,9'11 10,283,971 100%

Other grants and
transfers /payments

61,640,781 (61,640,78r)

10,2t3,971 7t,924,752 (6r,640,78t) 699./"Totsl PaymcntJ

Dcliclt (s9Js3,sE6) (s9Js35E6)

,t
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Northern Corridor Transport Improvemenl Prujecl
Annual Report and Financi Statcmenls for lhe financial ycar ended June 30, 2023

1 l. Significant Accounting Policies

The principal accounting policies adopted in the preparation of these financial statements

are set out below:

r) Statement ofcompliance and basis of preparation

The financial statemcnts have becn prepared in accordance with Cash-basis IPSAS financial

reporting undcr the cash basis of accounting. as prescribed by thc PSASB and set out in the

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

accounting for; a) receivables that include imprest and salary advances and b) payables that

include deposits and retentions. The linancial statements comply with and conform to the

form of pr€sentation prescribed by the PSASB.

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

b) Reporting entity

The financial statements are for the Northern (lorritlor Transport Improvement Project

under the Kenya National Highways Authority.'l'he financial statements are for Northern

Corridor 'l'ransport lmprovement I'rojccl as required by Section 8l ofthe PFM Act,20l2.

c) Reporting currency

The financial statements are presented in Kenya Shillings (Kshs), which is the functional

and reporting currency of thc Project and all values are roundcd to the nearest Kenya

Shilling.

d) Recognition of receipts

Northem Corridor Transport Improvement Project recognises all receipts from the various

sources when the event occurs, and the related cash has actually been received.

i) Transfers from the Exchequer

Transfer from Exchequer is recognized in the books of accounls when cash is received.

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

to the receiving entity.

ii) ExternalAssistance

Extcmal assistancc is monics reccivcd through grants and loans lrom multilatcral and

bi lateral development partners.

5



Northern Conidor Trunspo lmprovemenl Projecl
Annual Rcporl ond Financial Slalements lor ,he Jinancial ycor ended June 30, 2023

Significant Accounting Policies (Continued)

iiD Other receipts

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

of assets and sale of tender documents. These are recognized in the financial statements at

the time 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 dctermination of the value. The datc of the transaction is the

value date indicated on the paymenl advice.

v) Proceeds from borrowing

Borrowing includes extemal loans acquired by the Project or any other debt the Project may

take and will be treated on cash basis and recognized as a receipt during the year they wer€

received.

vi) Undrawn external asistance

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

funding for the Project currently under development where conditions have been satisfied or

their ongoing satisfaction is highly likely and the project is anticipated to continue to

completion. An analysis of thc Projcct's undrawn extemal assistance is shown in the

funding summary.

e) Recognition of pal ments

The Project recognises all payments when the event occurs, and the related cash has actually

been paid out by the Project.

i) Compensation to employees

Salaries and Wages. Allowances, Stalutory Contribulion for employees are recognized in the

period when the compensation is paid.
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Northern Corridor Transport Improvement Projecl
Annual Report and Financial Slalements for the Jinancial year endcd Junc 30,2023

Significant Accounting Policies (Continued)

ii) Use ofgoods and services

Goods and services are recognized as paymenis in the period when the goods/services are

consumed and paid for. If not paid for during the period where goods/services are

consumed, thel'shall be disclosed as pending bills.

iii) Interest on borrowing

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

are incuned and paid.

iv) Repayment of borrowing (principal amount)

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

which thc repayment is made. The stock of debt is discloscd as an annexure to the

consolidatcd fi nancial statements.

v) Acquisition of fixed assets

The pa).rnent on acquisition of property plant and equipment items is not capitalized. The

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

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

or nominal consideration and the fair value of the asset can be reliably established, a contra

transaction is recorded as receipt and as a payment.

A fixed asset register is maintained by the Aulhority and a summary provided for purposes

of consolidation. This summary is disclosed as an anncxurc to the financial statements.

f) In-kind donations

In-kind contributions are donations that are made to the Proj€ct in the form of actual goods

and/or services rather than in money or cash terms. These donations may include vehicles,

equiprnent or personnel services. Where the ilnancial value received for in-kind

conlributions can be reliably determined, the Project includes such value in the statement of

receipts and payments both as receipts and as payments in equal and opposile amounts;

otherwise, the contribution is not recorded.

l



No hern Corridor Transport Improvement Project
Annual Reporl and Financial Stalemenls for lhe tinancial year cnded June 30, 2023
Signifi cant Accounting Policies (Continued)

g) Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and cash at bank. short+erm deposits on

call and highly liquid investments with an original maturity of three months or less, which

are readily convertible Io known amounts of cash and are subject to insignificant risk of
changes in value. Bank account balances include amounts held at the Central Bank of Kenya

and at various commercial banks at the end ofthe financial year.

For the purposes of these financial statements, cash and cash equivalents also include short

term cash imprest and advances to authoriscd public officcrs and/or institutions which were

not surrcndered or accounted for at the end ofthe financial vcar.

h) Restriction on cash

Restricted cash represents amounts that are linrited/restricled from being used to settle a

liability for at least twelve months after the reporting period. This cash is |imited for direct

use as required by stipulation. Amounts maintained in deposit bank accounts are restricted

for use in refunding third pan deposits.

i) Imprests and Advances

For the purposes of these financial statements, imprest and advances to authorised public

officers and/or institutions which rvere not surrendered or accounted lor at the end of the

financial ycar is treated as receivablcs. This is in rccognition of the govemment practice

whcrc thc imprcst payments are recognizcd as payments when fully accounted for by the

imprest or AIE holders. This is an enhancemenr to the cash accounl.ing policy. Other

accounts receivables are disclosed in the financial stalements.

j) ContingcntLiabilities

A contingent liability is:

a) A possible obligation lhat arises from past events and whose existence will be

confirmed only by the occumence or non-occurrence of one or more uncertain future

events not wholly within the control ofthe entily; or

h) A prcsent obligation that arises from past events but is not recogniscd because:
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Norlhern Corridor Transport lmprovemenl Project
Annual Repon ond Financial Statements for lhe linancial yeor ended June 30,2023

Significant Accounting Policies (Continued

i) It is not probable that an outflow of rcsources cmbodying economic bcnefits or

serv ice potential will be required to settle the obligation; or

ii) The amount ofthe obligation cannol be measured with sulYicient reliability.

Some of contingent liabilities may arise from: litigation in progress. guarantees,

indemnities. Letters of comtbrt/ support, insurance, Public Private Partnerships,

'l'he Entity does not recognize 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 remot€.

k) Contingent Assets

Northem Corridor Transport lmprovement Projcct does not rccognize a contingent asset, but

discloses details of a possiblc asset whose cxistcncc is contingent on the occurrence or non-

occurrence of one or more uncertain future events not wholly within the control of Northem

Corridor Transport Improvenrent Project in the notes to the financial statements. Contingent

assets are assessed continually to ensure that developm€nls are appropriately reflected in the

financial statements. lf it has become virtually certain that an inflow of economic benefits or

service potential will arise and the asset's value can be measured reliably, the asset and the

related revenue are recognized in the financial statements of the period in which the change

occurs

l) Pending bills

Pending bills consist ol unpaid liabilities at the end of thc financial ycar arising from

contracted goods or services during the year or in past years. As pending bills do not involve

the payment of cash in the reporting period, they recorded as 'memorandum' or 'off-

balance' When the pending bills are finally settled, such payments are included in the

statement of receipts and payments in the year in which the payments are made.

9



Northern Corridor Trunspo lmpruveme l Project
Annual Reporl and Financiol Slotemenls for the /inancial year cndcd June 30, 2023

Signifi cant Accounting Policies (Continued

m)Budget

The budget is developed on a comparable accounting basis (cash basis). the same accounls

classification basis (except for accounts receivable - outstanding imprest and clearance

accounts and accounts payable - deposits. which are accounted for on an accrual basis), and

fbr the same period as the financial statements. The Project's budget was approved as

required by Law and Nalional 'freasury Regulations, as well as b1,the participating

development partners. as detailed in the Covemment of Kenya Budget Printed lrstimates for

the year. The Development Projects are budgeted for under the MDAs but receive budgeted

funds as transfers and account lor them separalely. These transfers are recognised as inter-

entity transfcrs and are eliminated upon consolidation. A high-level asscssment ol the

Project's actual performancc against the comparable budgct for the financial yearlperiod

under review has been included in an annex to these financial statements.

n) Third party payments

Included in the receipts and palments. are payments made on its behalf by to third parties in

form of loans and grants. 'l'hese pa).rnents do not constitute cash receipts and payments.

and are disclosed in the palment to third parties' column in the statement of receipts and

payments. During the year NO loan disbursements were received in lorm of direct pay,rnents

from third parties.

o) Exchange rate differences

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

environment in which the Project operates. Kenya Shillings. Transactions in foreign

currencies during the year/period are converted into the I'unctional currency using the

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

losses resulting from the settlement of such transactions and from the lranslation at year-end

exchange rates of monetary assets and liabilities denominated in foreign currencies are

recognised in the statements of receipts and pa),ments.
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Conldor Transpod Inpmvarunl ProJea

aad Ftnanclol Stdemeaa thz cndcd Jaac 30, 2023

Signficrnt Accountlng Polirioc (Contirued

) Comparative Iigurtr

Whcre necesmry comparative figures for the prcvious fmancial yearlperiod havc bcen

amcldcd or reconfigurcd io conform to the required changes in financial statement

prcscntstion.

Subrcquent evonts

Thcre have been no evcnts subsequent to the financial yearlperiod end with a significant

impact on the financial statcmcnts for thc year cnded June 30, 2023'

Hor period adJurtmen8

Prior pcriod adjustncnts r€late to errors and othcr adjustncnB notcd arising from prcvious

ycar(s). There was no Prior year adjus[ncnt during the ycar.
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Norlhcrn Corridor Transport Improvemenl Projecl
Annual Rcporl and Financial Statements for thc tinuncial year ended June 30,2023

12. Notes to the Financial Statements

1. Transfers from Government entities

These represent counterpart funding and olher receipls from govemment as follows:

2. Loan from External Development Partners

The [.'inancing Agrecment lapsed in FY 2015/16, hence thcrc were no funds received from
Development Partners. However cumulativcly an amount of Kshs 32.546,562,544 has sincc bcen
reccivcd.

Descrlption KShs KShs
Cumulative te

date (from
inceDtion)

2022:2023 2021-2023

Counleryo funding thtough rhe line Minitt4,
Counterpart funds Quartcr I 8.0 3 8,94 7.3 04
Counterpan funds Quarter 2 9.645.069.557
Counterpart funds Quarter 3 7.t29.2t5.712
Counte rpart funds Quarter 4 6 .87 4 .349 .462

Total 31,687,582,035

Other trtnsfers from governmcnl enlities
Ministry
Project
Agency
Total
Appropriations-in-Aid t0.283.97 t I 0,283.971

Total
r 0,283,971 3r,697,866,006

Deccription 2022-2023 2021-
2022

Cumuhtive to
dateName of

Donor

Amount in
loan

currency

Loans
received
in actual
amount

Loans
received
as direct

DaYment*

Total
amount
in Kshs

Total
amount
in Kshs

USD Kshs Kshs Kshs Kshs Ifths
Multilatcral
Donors
Norway
Development
Fund

t.458.246.791

Intenrational
Development
Association

3 | .088.315.753

Total 32,546,562,544
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No hen Corridor Transport Improveme t Proiect
Annual Rcporl and Financial Stslemenls for the financiul year endcd Junc 30,2023

Notes to the Financial Statements (Continued)
3. Miscellaneousreceipts

4. Compensation to Employees

5. Purchase ofGoods and Sewices

Descript
ion

2022-2023 2021n022

Cumulative to-
date (fmm
inception)

Receipb
controlled by
the entity in

Cash

Receipts
controlle

dbv
third

parties

Total
receipts

Total
rcceipts

Kshs Kshs Kshs Kshs Kshs

lnterest income 2.287.195 2.287.195 2.496.331 73.548.052

Total 2,281,t95 1.387. t95 2,496,331 73,548,052

Description 2022n023 202tn022

Cumulative
to- date

Psyments
made by
the Entity
in Cesh

Payments
made by
third
Darties

Total
pryment
s

Totel
DsYments

Kshs Kshs Kshs I(shs Kshs

Basic wages of
temporary employees 52.959.675

Total 52,959,675

Description 2022n02r
202tn02

Cumulrtlve
tG date

Prymentg
mrde in

Cesb

Peymentg
mede by

third prrtl€s
TotNl

Dayments

Tot.l
Davments

I(sis Kshs ffsts K.sis Kshs

Domestic lravel and

subsistence
29.464.389

F'oreign travcl and
subsistence

18.363.089

Printing, advertising. and

information supplies
29.695.880

Training payments 84-565.499

Hospitality supplics and

servtccs
7.695.073

Specialized nraterials and

scrvtccs
15.015.512

Routine maintenance -
vehicles and other transporl
equipnrent

657 .264

Total 185,456,726

IJ



Norlhen Corridor Transporl Improvemenl Project
Annual Report and Finoncial Statements for thc tinancial ycar enderl Junc 30, 2023
Notes to the Financial Statements (Continued)

6. Acquisition of Non-Financial Assets

Description Payments
made in

Cash

Payments
msde by

third
prrti€s

Total
peyment

3

Totel
Davmert!

Cumulrtive to-
date

2022-2023
2021-
2022

Kshs Kshs. Kshs Kshs Kshs

Refurbishment of buildings I0.28.1.97 t t0.283.971 441.803.302

Construction of roads 12.r98,601 s5. r 75,752.520

Purchase of vehicles &
thcr transport equipn)ento 487.80 t.252

Purchase of offi ce furniture
& general equipment 392,325,101

Purchase of specialised
plant, equipmenl and
machinery

965. r 55,28(

Research, studies, project
preparation, design &
supervision

3.7i7,.',108.189

Acquisilion of land 2.757.806.52.{

Acquisition ofother
intangible assets

12.t 9E,601

51.967.243

Total t 0J83.971 10J83,971 64,0t7 ,919 ,420

7. Other Grants, Transfers and Payments

Description 2022-2023 202r-2022

Cumuhtivc
to-date

Peymetrts
msde ln Calh

Prym€nts medc
by thlrd prrtlca

Totrl
p8)ments

Totrl
prymcnts

Kshs Kshs Kshs Kshs Kshs
Misce llancous
payments 6r.640.78 | 6l ,640,78 | 6l .640.78 I

Total 6l,640,781 6t,6.10,781 6l,640,781
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Norlhern Corridor Transport lmpruvemcnl Projecl
Annual Rcport and Financisl Statcments for fie rtnsnciol lear cnded June 3l), 2023

2022-2023 2021-2022Description

Kshs Kshs

s9.353.s86Bank accounts (Note 8A)

Cash in hand

Cash equivalents (shorl-term deposits;

59,353,586Total

IlIl

Notes to the Financial Statements (Continued)

8. Cash and Cash equivalents

8 A Bank Accounts

Projcct Bank Accounts

Special Deposit Accounts
The balances in thc Projcct's Special Deposit Accounl as at Jll'r'.lurre 2{)lf arc not includcd in thc

Statement ol Financial Assets sincc they are below the linc itcms and are yet to be drawn into the

Exchcquer Account as a voted provision.

Below is the Special Deposit Account (SDA) movement schedule which shows the flow of funds

that were voted in the year. These l'unds have been reported as loans/grants received in the year

undcr the Statement of Receipts and Pa)ments.

it Accounts Movement Schedu

This amount represents USD 42.1 72 held in the Special deposit account presented in United

States Dollars(USD)

Dt tr lls 2022-2023 2021-2022

Kshs Kshs

Local Currencv Accounts

NCBA [A.rc No 10000121771 59.3 5 3.5 86

Total bank account balances 59,353,586

2022-2023 2021-2022Dq iption
USD USD

A/C NCTIP KeNHA lA/c No 08102970816131
42.172 42,t72Opening balance

I'otal amount deposited in the account

Total amount withdrawn (as per Statement of Receip ts & Pavments)

42.t72 42,t72Closing balance ( os per SDA bank occounl reconciliolion attached)

!
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Norlhen Conidor Transpo lmpruvement Prcjecl
Annual Reporl and Financlal Stolements for the financial year ended fune 30,2023
Notes to the Finsncirl Statements (Continued)
9. Fund Bahnce Brought Forward

10. Changes in Accounts Payable

Bank accounts 59,353,586

Total 59,353,586

Deposit and Retentions as at ln July 20 r2,198,601

Closing accounts payables as at 30th June 20

Change in payables 12,198,60r

l6
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Corrldor Tiansporl Improvemenl Project
an d F ln an clal Sl alements the anclal ended June 30, 2023

Dbclosurcc
Payable (See Auner 3)

3,597,877,t30of civil works 3,597,877,130

3#y1fi77,t30Total 3,3yr,t71,130

I
tl

I

I
I
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North ern Corridor Transport Improvement Project
Annuul Report und Financiol Stotements lor the Jinancial year ended June 30,2023

13. Annexes

Annex l: Prior Year Auditor-General's Recommendations

Issue / Observations from Auditor

Rlttuc

lvn ;
&
mnd
dr

Mansgement commetrts
Shtw:
(Rcnhed / No
R6M

Tmcllnmc
(M a dacvhat
yar qca thc

isrr lo h
r@bcq

Basis for Qualified Opinion

Inaccuracies in the Financial

Statements

'l'he statement of receipts and paymenls

reflects a deficiI ol Kshs.9.702.270 for the

ycar endcd 30 Junc. 2022. Horvever. the

statement of financial assets reflects a surplus

of Kshs.2.496,33 I for the same period

resulting in unexplained difference of

Kshs.l2. 198.601 .

In the circumstances. the accuracv of the

financial statcments could not be confirmed.

We agree with the audit observation that the slatement

of receipts and payments reflects a deficit of Kshs.

9.702)70 for the year ended 30 June 2022 whereas the

statement of financial assets reflects a surplus of Kshs.

2,496,331 resulting to a ditTerence ofKshs.l2,l98,60t.

This is attributed to the following:-

I . The Project Bank account has eamed interest of

Kshs.2,496.331 during the reporting year and.

2. A retention amount of Kshs.l2,l98,60l was

refunded to thc contractor having been rvithheld in

the prior years as reported in the statement of

financial assets for the prior year.

The reporting template requires that the amounts

retained or released be reported as in the slatement of

Pending October,2023

t8



ll

Norlhad Wot Traayttlryamt @
Anaual Rqort ad Finaaclal Slalcmeqt lor thc finaacial year endcd Jaac 30, 2023

financial asses lisbilities and thc bank ac.ount interest

eamed as incomcs reported as a miscellaneous reccipt.

The deficiy' surplus will therefore be the income less

expenses/ fnancial liabilities realised during thc period.

For this project, the deficit of Kshs. 9 ,702,270 was

thersfore arrived at as follows: -

Income (Kshs. 2,496,331) less financial liabilities for

the year (Kshs. 12,19E,601). Please note that dris project

was completed more than l0 years ago hence therc werc

no furthcr activitics with a financial implication.

Unsupported Bank Balanceg

The statement of financial assets rcflects

bank balanc€ of Kshs.59,353,586 as st 30

Jrme, 2022. However, and as rcportcd in

2021D022,the opaing balance of

Kshs.69,055,856 was not suppo(ed with

bank reconciliation statement and bsnk

We disagree with thc audit observation that thc bank

balances werc not supported by bank confirmation

certificate.

During dre audit proccss, Managcmcnt availcd thc lettcr

from NCBA Bank confirming thc bank balancc for the

KeNHA-NCTIP as at 30rh June 2022 to have been Kshs.

Pcndidg
October,
2023

l9
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Northern Conidor Trunspolt Impruvement Proiect
Annual Reporl arrd Financial Slalements lot the Jinancial year cnded June 30, 2023

lfiG
lLr
t
d
I
srn

kttc/

confi rmation certifi cate.

In the circumstances, the accuracy of bank

balance of Kshs.59,353,586 as at 30 June,

2022 could not be confirmed.

59,353,582.25. The bank reconciliation statement for

the same account was provided indicating the actual

bank balance ofKshs.

59,353,s82.2s.

Please note that the opening bank balance for FY

202112022 as at ln July 2021 was Kshs. 69,055,856.

The above was the closing balance for FY 202012021

which was audited and confirmed to comprise ofi-

a) Bank balance at NCBA - Kshs. 56,857,255

b) Bank balance at NBK Retention -Kshs.
12,198,601

c) Project bank balance as at 30/06/21-Kshs.
69,055,856.

The above closing project bank balance as at 30th June

2021 ofKshs. 69,055,856 was verified during the audit

exercise for FY 2020/2021. Further note that the

20
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Xl':1i*,1 rHffi
differcnce of Kshs . 2A96,331 between the opening

project bank balance and closing project bank balance of

Kshs. 56,857,255 and Kshs. 59,353,582.25 was the total

net interest eamed during the financial year under

review whcreas the Kshs. 12,198,501 retention moncy

shown at the close ofFY 2020D021did not appear at

the close of FY 202112022 since it was released to the

contractor during the year under review.

Pending

Other Matter

Unsupported Pendirg Bills

Note 12. I and Annex 2 to the financial

statements reflects pending accounts payable

in rcspect of road conhactors totalling

Kshs.3,597,877,130 as at 30 June,2022.

Annex 2 of the financial statements clearly

shows that a total of

We agree with the audit observation that the project

recorded a pending bill of Kshs. 3,597,877, I 30 in FY

2021 12022 dthoagh supporting documents dates back to

previous fi nancial year.

Plcase note that the above amounts of Kshs.

3,597,877,130 werc under dispute rcsolution

mechanisms in the prior financial years hcnce reportcd

October,
2023
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Norlhern Corridor Transprtrl Improvement Pruject
Annual Repo and Finoncial Stslements lor lhe linancial year ended June 30,2023

Rdraa

Ihn
t
t&ill
lljr
Rc!ort

Issue / Observationr from Auditor MatragemeDt comment3
Sbt!!:
$aohcd / Na
nlrdvd)

Timefnnc:
(Harbcnhat
W qed ,L
,ir[, ,o h
r*otvctl)

Kshs.3.589.974,572 were contracled on 28 and

30 June 2022 which was six and a halfyears
after the project timelines. Further the

financial statements fbr the year ended 30 June

2021 did not disclose any pending bills at that
point er en though a pending bill of
Kshs.7.902.558 is rcflccted as rhc opcning

balance as al I July. 2021 . No documentation
have been provided in suppon ofthe above

pending bills. Review ofthe project's records

indicate that no bill rvas settled during the year

and the project therelore runs the risk of
incuning signifi cant unquantifi ed interest

costs and pcnalties rvith the continued delay in
senling invoiced bills.

under contingent liabilities. I Iowever, upon their

crystallization following a court award in FY

202112022. they rtansited from contingenr liabilities to

actual confirmed liabilities hence recognition in the

project financial statements for year ended 3Oth June

2022.

'Ihis matter had not been adjudicated and awarded as at

the time of reporting for the year ended 30 June 202 I .

'l'he awards are supported b)'the three (3) Dispute Board

awards ofKshs. 3,589.914,572 and IPC ofKshs.

7.902,558 shared during the audit for the current

tinancial year.

We disagree with the audit observation that the pending

bill amount ofKshs 7.902.558 was not reported in the

prior year's project financial statements. This pending

bill was actually included in the project financial

22
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statcments for FY 2020D021

We agrce wift the audit observation that no bill for this

project was settled inFY 202112022. Tltis was due to

lack of project line budget provision inFY 2021D022

duc to constrained budgct c€ilings.

Project Closure Report

The Project information at Section 1.2 ofthe
annual rrport and financial strt€ments r€flects

the project end date of30 December, 2015.

However, the project closure report was not
provided for audi! being almost seven (7)

years after the expiry ofthe closure period.

We agrce with the audit observation that the Project
closwe report was not providcd during the audit
excrcise.
Please note that the project was administered under
FIDIC Conditions of Contact. As per FIDIC
Conditions of Contract, I final acc.ount shall only be
prepared upon both partics to the sontact settling all
ouBtanding matters. Plesse note thrt the government is
yet to settle all project pending bills including claims
thereof. The project bank account at NCBA Bank was
closed durins the FY 202U2023

Not
Resolved

Ongoing

Eng. Kung'u Nd u Eng' ry Gaku
Director Genenl

23
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Norlhern Corridor Transport Improvement Projec,
Annuol Report dnd Financial Slalemenls for the Jinunciul year entled June 30, 2023

Annex 2 - Variance explanations - Comparative Budget and Actual amounts fior FY 2022-2023

Commcats
on Varbnce
(below 90'lo

end orer
100%

* The 07o realisation is due a miscellaneous receipt of Kshs. 2.3 million relating to bank interest.*i This amount relates to Pro.iect bank Account Balance after closure of the account on expiry of the
loan

Annex 3 - Analysis of Pending Bills

Final
Budget

Acturl on
Comparable

Basis

Budget
Utilization
Difference

oh of
Utiliati

on

a b c:a-h d=bla "h
Receipts

Transfer from government entilies I 0,283.971 t0.283.971 100v"

Miscellaneous receipts 2.287.195

Total Receipts 10,283,971 12,57t,166 Oo/"

Payments
Acquisition of non-fi nancial
assels

I 0.283.971 I 0.283.97 t l00Yo

Other grants and transfers /payments 6l ,640,781 0

Total payments 71,924,7 52 10,283,971 699Vo

Supplier of Goods or
Services

Drte
Contr!ctc

d

Original
Amount

Amount
Paid

To-Date

Outststrding
Balonce 2022-

2023

Outstandlng
Bslsnce
2021n2

Coslttentg

a b C=a-b
Construction of civil
works

H YOUNG ll-Sep-17 7.q0:.558 7.902.558 7.e0t.558
Road Over Rail
Bridgc: IPC
No.9

SBI International
Holdinss Aq

28-Jun-22 | .191.684.174 1,391.684.274 t.i9 t .684.274
Mau Summit-
Kericho

SBI Intemational
Holdinss As

28-Jun-22 t,586,806,8 t 7 | ,586,806,8 r7 I ,586,806,81 7
Kericho -
Nvanrasaria

SBI lntemational
Holdings Ag

i0-Jun-22 6 t 1,,18i.48 r 6rI,48.].48t 6 t t.48:t.48 r
Ksm Airport-
Kisian

Total 3,597,877,130 3,597,877,130 3,597,877,t10
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Annex 4 - Summery of Fired Arrca Regirter

2,757,806,524Land 2,757,806,524

443,803,302433,519,331 10283,971Buildings and sfirctures

392,325,\MOffice equipmcng furniture and

fiuinss
392,325,tM

487,80t252 487,8012s2Transport equipment
%s,155285Other Machinery and Equipment 96s,155286

s8,913,060,709Infiiastructure assets mads 58,913,060,709
57,967243Intansible assets 57,967243

10283,yn 64,.017,919,420Total 64,007,635,449
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