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Off-g[ia Solar Access Project for Underserved Counties
Repopts and Financial Statements
For the ten months period ended June 30,2018

I. PROJECT INFORMATION AND OVERALL PERFORMANCE

1.1 Nlme and Registered Office

Name: The project's official name is Off-Grid Solar Access Project.

Objective: The key objective of the project is to ensure electricity is accessed at the underserved

{ounties.

t.2

Nddress: The project headquarters offices are Nairobi City, Nairobi County, Kenya.
The address of its registered office is:

Ministry of Energy
lttryayo House
P. O. Box 30582-0100
]|IATROBT

Qontacts: The following are the project contacts

felephone: (254) 2033 101 12

t-mail : ps@energy. go.ke

flebsite: www.energy.go.ke

{roject Information

Proiect Start Date The proiect start date is 05 September 2017

Proiect End Date: The proiect end date is 30s June2023

Proiect Manager: The proiect manager is Eng. Rodney I. Sultani

Project Sponsor: The project sponsor is International Development Association, which
will contribute 100% of proiect costs
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Off-gpid Solar Access Project for Underserved Counties
Reports and Financial Statements
For tlre ten months period ended June 30,2018

1.3 Project Overview

Line Ministry of
the proiect

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

Proiect number IDA CR. NO. 6135-KE

Strategic goals of
the project

The strategic goals of the project are as follows:

(i) To support the electrification of areas where electricity supply
through mini grids represents the least-cost option from a country
perspective, as underpinned by the geospatial plan. (Component l)

(ii) To support off-grid electrification of households in the fourteen (14)

target counties. (Component 2A)

(iii) To support a transition from low-efficiency baseline stoves to cleaner,
higher-efficiency improved stoves. (Component 28)

(iv) To support the provision of electricity services to community facilities
in remote areas in underserved counties. (Component 3A.)

(v) To support financing solar-powered pumping systems to increase
sustainable access to water supply by equipping new boreholes and

retrofitting existing diesel-powered boreholes associated with
community facilities within the target counties. (Component 3B)

("i) To support the consumer education and citizen engagement activities
for the program's key delivery areas. (Component 4A.)

(vii) To support a program of activities designed to strengthen the capacity
of the Republic of Kenya for Project management, implementation
and coordination, monitoring and evaluation. (Component 48)

Achievement of
strategic goals

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

(i) Mini-grids for Community Facilities, Enterprises, and Households

Development, construction, operation and maintenance of mini-
grids and electricity distribution network, including provision of
electricity supply services.

Construction of the distribution network and connecting
community
facilities, enterprises and households to electricity supply.

Provision of subsidies for connecting consumers to electricity
supply.

lll
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(ii) Standalone Solar Systems and Clean Cooking Solutions for
Households

Carrying out a program of activities designed to incentivize Solar Service

Providers ("SSPs") to supply standalone solar systems to markets in
Underserved Counties, and increase off-grid electricity connections for
households in Underserved Counties, through the provision of Sub-
financing under:

r the Results Based Financing Facility ("RBF Facility"), to finance,
inter alia, costs associated with such SSPs expansion of operations
in Underserved Counties and connections of households to off-grid
electricity supply ("SSP Facility Sub- projects"); and

r the Debt Facility, to provide, inter alia, debt financing to support
such SSPs' upfront costs associated with getting solar system
hardware inventory into the market in Underserved Counties for
resell to households ("Debt Facility Sub-projects").

(iii) Clean Cooking Solutions for Households

Carrying out a program of activities designed to incentivize Clean
Cooking Solutions Providers ("CCSPs") to supply clean cooking
equipment to markets in Underserved Counties, through the provision of
Sub-financing to CCSPs under the RBF Facility to finance, inter alia. costs
associated with purchase of selected higher quality stoves and fuels, and

transportation to the Underserved Counties for resale to households
("CCSP Facility Sub-projects").

(iv) Stand-alone Solar Systems for Community Facilities

A private sector contractor will be competitively selected for each service
territory to supply, install, and maintain stand-alone solar systems in
community facilities.

Kenya Power and Lighting Company Limited (KPLC), will sign two
contracts with the contractor in each service territory----one for the supply
and installation of the stand-alone solar systems and the other for the
provision of maintenance services for 7-10-year duration. The contract will
specify the minimum requirements with regard to quality standards in
electricity supply for the community facilities, developed by the Ministry
of Health, Ministry of Education, and Ministry of Interior. Contracts will
stipulate the minimum package acceptable as 'basic service' but allow
room for provision of additional services to community facilities. The
proposed project will cover the supply and installation costs and KPLC will
pay the contractor fees under the maintenance contract with allocation or
revenues from beneficiary facilities. The costs of maintenance contracts are

expected to be passed through into tariff revenues recognized by the ERC.

lv
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KPLC will take the retail risk of serving these new consumers, for which
their payment record for such an arrangement is still unknown. Therefore,
a payment risk mechanism will be available to KPLC, to which the
proposed project will set aside funds equivalent to 6-12 months of
maintenance fees that KPLC can draw upon in case of inadequate revenues

to pay the contractor.

(v) Solar Water Pumps for Community Facilities

A private sector contractor will be competitively selected for each service
teritory to supply, install, and maintain stand-alone solar systems
in community facilities.

REA will sign two contracts with the contractor in each service territory-
one for the supply and installation of the stand-alone solar systems and the

other for the provision of maintenance services for a 7-10-year duration-
similar to the design in Subcomponent 3,A.. The payment for these

maintenance services will be recovered on a monthly (or at a frequency
determined by relevant stakeholders---counties, REA, and community
facilities) basis from the community facilities hosting these boreholes.

A payment risk mechanism will be available to REA, to which the proposed
project will set aside funds equivalent to 6-12 months of maintenance fees

that REA can draw upon in case of inadequate allocation from the
beneficiary facilities to pay the contractor.

(vi) Consumer Education and Citizen Engagement

Carrying out a program of activities designed to support consumer
education and citizen engagement among Project beneficiaries, including
undertaking an awareness campaign on technologies and products financed
under the Project and eligibility requirements.

(vii) Implementation Support and Capacity Building

Carrying out a program of activities designed to strengthen the capacity of
the Republic of Kenya for Project management, implementation and
coordination, monitoring and evaluation, including: (i) financing the fees
for managing and operating the RBF Facility and Debt Facility, including
costs for verification of connections financed under Part 2 of the Project;
(ii) provision of technical assistance and undertaking studies to support and
inform the activities under the Project; (iii) establishing a strategic planning
and program management unit within MOEP, including financing of
operational costs for the said unit; (iv) provision of technical assistance for
sector County capacity building; (v) establishment of a quality of service
monitoring unit in the Energy Regulatory Commission; and (vi) capacity
building of underserved Counties.
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The proposed project aims to support the GoK's announced objective of
reaching all Kenyan consumers with energy services. The project proposes

a comprehensive suite of investments to provide modern energy services to

households, enterprises, and community facilities, with pragmatic business

models to attract private sector investment, sustainable services, know-

how, and efficiencies. A substantial TA component is proposed to support

a widespread consumer education campaign to inform and engage with

citizens, create a new strategic planning and program management (SPPM)

unit to coalesce sector planning and NES implementation efforts, and

launch an inclusive county capacity building program across various

dimensions identified through a needs assessment.

The project arca is divided into six lots (referred as 'service territories'

hereon) based on county allocations derived from scale of challenge

(electrified population and community facilities), poverty index, and

population densitylg to (a) achieve greatest impact with limited IDA
resources, (b) deliver services where the need is the largest, (c) consider

additional costs due to low population density, and (d) consider principles

of equality such that all the counties should benefit in a similar manner

(Error! Reference source not found.). Such a division into lots allows

economies of scale in the procurement and elicits private sector contractors

to be present in these underserved counties over a long term. All the

procurements in the proposed project will be carried out according to these

lots

Other important
background
information of
the project

The 14 underserved counties collectively represent 72 petcent of the

country's total land area and 20 percent of the country's population,

including historically nomadic societies that even today continue to rely on

pastoralism. Their population is highly dispersed, at a density four times

lower than the national average. They present profound infrastructure

deficits, including lack of access to roads, electricity, water, and social

services. There is also significant insecurity in certain afeas, giving rise to

substantial numbers of displaced persons and livelihood adaptations that

further undermine economic

Current situation
that the project
was formed to
intervene

Project duration The project started on 5th September 2011 and is expected to run until 30

June2023

1.4 Bankers

The banker for the current year is Central Bank of Kenya

1.5 Auditors

The project is audited by the Office of the Auditor-General, P.O Box 30084, 00100' Nairobi
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1.6 Roles and Responsibilities

The different people and their mandates who will be working on the project are

1.7 Fuhding Summary

Thd Project is for duration of Six (6) years from 2017 to 2023 with an approved budget of EUR
133,800,000, equivalents to Kshs.15 billion as highlighted in the table below:

Names Title Designation Qualifications Responsibilities
pr Eng. Joseph

Njoroge,CBS
Principal Secretary Eng. Njoroge holds a

Bachelor of Science degree in
electrical engineering and
Master of Business
Administration with a major
in strategic management. He
is a Chartered Electrical
Engineer, a member of the
Institution of Engineering and
Technology, UK, a

Registered Consulting
Engineer, and is also a Fellow
of the Institution of Engineers
of Kenya. He is also
Chairman of the MBA
Chapter of University of
Nairobi Alumni Association.
He also holds a PhD from
University of Nairobi' s

School of Business.

Accounting Officer

Rodney Sultani Project
Coordinator

MSc. Project Management,
BSc Civil Engineering.

Coordination of the
day to day activities of
the Program.

F,ng. Isaac Bondet Power Engineering
Consultant

BSc. Mechanical Engineering Technical Advisor on
civil matters

Eng. Richard
IMuiru

Power Engineering
Consultant

MSc. Electrical Engineering,
BSc Electrical Engineering

Technical Advisor on
electrical matters

William Mbaka SD/Director of
Budget

He holds a MBA in Finance
from Birmingham University
(UK), A degree in Business
Studies from Kenyatta
University and an ACCA
qualification.

Preparation ofbudget
for the Project

Jedidah A.N
Macharia

Head of
Accounting Unit

B. Com (Accounting Option)
Degree, CPA (K)

Management of
accounting function of
the Project

vll



Off-grid Solar Access Project for Underserved Counties
Repolts and Financial Statements
For the ten months period ended June 30,2018

(i)Loan
fnternational
pevelopment
Association
(rDA)

133,800,000 15,000,000,00c 2,330,000 275,654,611 131,470,00( 14,724,345,389

33,800,00{llp I 11000,000,00{ 2J3{t,00( 275,654,611 13r,470,00( 14J24,345,389

1.8 $ummary of Overall Project Performance:

11.8.1 Budget performance against actual amounts

During the year under review, the Project had a budget of Kshs.371f92,000 against actual
receipts of Kshs,27 5,65 4,6 I 1, representing 7 4oh budget utilization.

$imilarly, the Project had an expenditure budget of Kshs.371,692,000, while actual expenditure
apounted to Kshs.6,733,349, representing 1.\Yo budget utilization. The very low absorption
alose since this is the year of commencement and major activities during this period were not
altacting costs. The procurement took longer than scheduled because many members of the
Project Coordinating Unit (PCU) and the Project Implementation Units (PIU) had no previous
ekperience regarding implementation of World Bank projects, thus a significant learning curve.

The cumulativereceipts and expenditure to date (30 June 2018) were Kshs.275,654,611 and
I(shs.6,73 3,349 respectively.

8,2 Physical progress based on outputs, outcomes and impacts since project
commencement,

Tfre project started during the year under review in the last month of the second quarter. The
p{oject has been executing preliminary activities, which include setting up of the PCU at

Ministry of Energy (MoE), procurement of twenty-seven (27) consultants and setting up and
cryrying out trainings for PCU and PIU members from MoE, Kenya Power and Lighting
Cgmpany (KPLC) and Rural Electrification Authority (REA)

f.b.S Achievements

Piogress as at 30 June 2018 was as follows:
. The PCU at MoE was staffed with a Project Coordinator and seven officers from the

Ministry of Energy. Procurement of seven specialists had progressed significantly, with four
out of the seven having accepted offers and their contracts cleared by the World Bank for
signature;
Interviews had been completed for 12 out of 14 County Renewable Officers;

I

t
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The PIUs KPLC and REA had been fully constituted and were operational; and

Training been undertaken for 41 members of the PCU and the PIUs

challenges and recommended way fonvard.

Project not able to access frrnds because the head of Accounting Unit was among
procruement offtcers who were suspended by Government to undergo fresh

and audit. It took time for her deputy to be granted approval to operate the

ect ln fact, the Project 'borrowed" funds from MoE's development vote and

Modernization Project to meet its expenses during the year under review.

of ect Compliance:

Project not have cases of non-compliance with laws, regulations or financing agreemen[

the year revlew
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Reports and Financial Statements
porlthe ten months period ended June 30,2018

2. STATEMENT OF PROJECT MANAGEMENT RESPONSIBILITIES

The ftincipal Secretary for the Ministry of Energy and the Project Coordinator for Off-grid Solar Access
Prcrject for Underserved Counties (IDA Cr. No. 6135-KE) are responsible for the preparation and
presontation of the Project's financial statements, which give a true and fair view of the state of affairs
of ttie Project for and as at the end of the financial year (period) ended on June 30, 2018. This
respOnsibility includes: (i) maintaining adequate financial management arrangement and ensuring that
these continue to be effective throughout the reporting period; (ii) maintaining proper accounting
rec,)ids, which disclose with reasonable accuracy at any time the financial position of the Project; (iii)
designing, implementing and maintaining internal controls relevant to the preparation and fair
presontation of the financial statement, and ensuring that they are free from material misstatements,
wht:ther due to error or fraud; (iv) safeguarding the assets of the Project; (v) selecting and applying
apprQpriate accounting policies; and (vi) making accounting estimates that are reasonable in the
circumstances.

The Principal Secretary for the Ministry of energy and the Project Coordinator for Off-grid Solar Access
Projeot for Underserved Counties (IDA Cr. No. 6135-KE accept responsibility for the Project's financial
staterilents, which have been prepared on the Cash Basis Method of Financial Reporting, using
appropriate accounting policies in accordance with International Public Sector Accounting Standards.

The Principal Secretary for the Ministry of Energy and the Project Coordinator for Off-grid Solar Access
Projr:(t for Underserved Counties (lDA Cr. No. 6135-KE are of the opinion that the Project's financial
statements give a true and fair view of the state of Project's transactions during the ten months period
endedlJune 30,2018, and of the Project's financial position as at that date. The Principal Secretary for
the Itztinistry of Energy and the Project Coordinator for Off-grid Solar Access Project for Underserved
Counties (IDA Cr. No. 6135-KE further confirm the completeness of the accounting records maintained
for ttreiProject, which have been relied upon in the preparation of the Project financial statements as well
as the fdequacy of the systems of intemal financial control.

The I'rincipal Secretary for the Ministry of Energy and the Project Coordinator for Off-grid Solar Access
Projec( for Underserved Counties (IDA Cr. No. 6135-KE confirm that the Project has complied fully
with rnpplicable Government 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 rvfre intended and were properly accounted for.

Approval of the Projoct financial statements

The F'roject
and ttre Proj
6135-KE on

Principal Secretary
Dr. En$Joseph Njoroge, CBS

financial statements were approved by the Principal Secretary for the Ministry of Energy
ect Coordinator for Off-grid Solar Access Project for Underserved Counties (IDA Cr. No.

/5- t1- 2o18and signed by them.

r xry/6L
a.(t

Project Coordinator
Eng. Rodney Sultani

Project Accountant:
Jedida A.N.Macharia
ICPAK Mumber.8805

x



I Telephone: +25p-20-3 42330
Fax: +254-2O-311482

E-mail: oag@oigkenya.go.ke
Website: www.f enao.go.ke

REPUBLIC OF KENYA

35-KE of 5 SePtember 2017

P.O. Box 30084-00100

NAIROBI

OFFICE OF THE AUDITOR-GENERAL

PORT OF THE AUDITOR.GENE RAL ON OFF-GRID SOLAR ACCESS PROJECT FOR

RVED COUNTIES (lDA cR. NO. 613s-KE) FOR THE 10 MONTHS PERIOD

DED JUNE 2018 - STATE DE PARTMENT FOR ENERGY

RE ON THE FINANCIAL STATEMENTS

RE
UN
EN

Opinion

I have audited the accompanyi
Underserved Counties (lDA Cr.

ng financial statements of off-grid Solar Access Project for

No. 6135-KE) set out on Pages 1 to 14, which comprise the

statement of financial assets and liabilities as at 30 June 2018, and the statement of receiPts

and payments, statement of cash flows and statement of compari son of budget and actual

for the 10 months Period then ended, and a summary of signifi cant accounting

policies other explanatory inform ation in accordance with the provisions of Article 229

of the of Kenya and Section 35 of the Public Audit Act, 2015, and Financing

Agreement No. 6135-KE dated 5 SePtembet 2017 , between the lnternational Development

(rDA) and the RePublic of KenYa. I have obtained all the information and

which , to the best of mY knowledge and belief, were necessary for the purpose

ln addition, the accompanying special/desig nated account statement presents fairly, in all

material respects, the funds received into and disbursements made from the

special/$esignated

ln my ofinion, tn"
position of Off-grid

account of the Project during the 10 months'period ended 30 June 2018'

financial statements present fairly, in all material respects, the financial

Solar Access Project for Underserved Counties as at 30 June, 2018, and

of its financial Performan ce and its cash flows for the Year then ended, in accordance with

Accounting Standards (Cash Basis) and comPlY with the

Associalion
explanations
of the addit.

lnternatiional Public Sector
Financing Agreement No. 61

Basis ffr OPinion

The audit was conducted in accordance with lnternational Standards of Supreme Audit

r.riitrti{.r itstll;t-i am inde_plrndent of off-grid So]ar Access Project for Underserved

counties in accordance with ISSAI 30 on Code of Ethics. I have fulfilled other ethical

I"="."JuiiiiiJr--i" accordance with the lssAl and in accordance with other ethical

;;ffi#nir 
"ppii."bte 

to performing audit of financial statements in Kenya. I believe that

the audit evidence I have obtained ij sufficient and appropriate to provide a basis for my

opinionl

(lDA Cr
he

Promoting At'countabilit in the Public Sector

Report Arttlit.r-Genarutl on tha Finunciul Stttements ol Oll-grid Solur Acc'ess Proiact lbr L'nclar.sen'ecl Counties

6t 35-KE) titr.the l0 lvlonths Period cnded 30.Itrna 20 l8 - state Dcptu'tmcnt.fbr Encrg.v
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Key Audit Mafters

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

REPORT ON COMPLIANCE WITH LAWFULNESS AND EFFECTIVENESS IN USE OF
PUBLIC MONEY

Gonclusion

As required by Article 229(6) of the Constitution, based on the procedures performed, I

confirm that, nothing has come to my attention to cause me to believe that public money has
not been applied laMully and in an effective way.

Basis for Gonclusion

My responsibility is to express a conclusion based on the review. The review was conducted
in accordance with ISSAI 4000. The standard requires that I comply with ethical
requirements and plan and perform the review to obtain limited assurance on whether the
activities, financial transactions and information reflected in the financial statements are in
compliance, in all material respects, with all the authorities which govern them.

A review is limited primarily to analytica! procedures and to inquiries, and therefore provides
less assurance than an audit. I have not performed an audit, and accordingly, express my
conclusion in the form of limited assurance, which is consistent with the more limited work I

have performed under this compliance review.

I believe that the evidence I have obtained is sufficient and appropriate to provide a basis
for my conclusion.

REPORT ON INTERNAL CONTROLS EFFECTIVENESS, GOVERNANCE AND RISK
MANAGEMENT SYSTEMS

Conclusion

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

Basis for Conclusion

My responsibility is to express a conclusion based on the review. The review was conducted
in accordance to ISSAI 1315. The standard requires that I plan and perform the review to

Report of the Auditor-General on the Financial Statements of Offgrid Solar Access Project for (Jnderservecl Counties
(IDA Cr. No. 6135-KE) .for the l0 Months Period ended 30 June 20t8 - State Department for Energt
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obtain lidnited assurance on whether effective processes and systems of internal control, risk

manageinent and governance, were maintained in all material respects.

The matters reported are limited to the deficiencies identified during the audit which I have

concluddd are material to be reported on. I have not performed an audit, and accordingly,

express my conclusiorr in the form of limited assurance, which is consistent with the more

limited ulork I have performed under this review.

I believe that the evidence I have obtained is sufficient and appropriate to provide a basis

for my cdnclusion.

Responblbilities of Management and Those Charged with Governance

Managefinent is responsible for the preparation and fair presentation of these financial

statemernts in accoidance with lnternational Public Sector Accounting Standards (Cash

Basis), and for maintaining effective internal control as management determines is

n".""rrry to enable the preparation of financial statements which are free from material

misstaternent, whether due to fraud or error, and for assessment of the effectiveness of the

internal dontrol.

ln preparing the financial statements, management is responsible for assessing the Project's-

aUitity to s-ustain services, disclosing, as applicable, matters related to sustainability of

servites and using the going concern basis of accounting unless the management either

intends tO terminaie the Project, or have no realistic alternative but to do so.

Managerhent 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

statemertts described above, management is also responsible for ensuring that the

activitiesl financial transactions and information reflected in the financial statements are in

compliance with the authorities which govern them, and that public money is applied in an

effective manner.

Those chrarged with governance are responsible for overseeing the Project's financial

reporting process, reviewing the effectiveness of management's systems for monitoring

compliaice with relevant legislative and regulatory requirements, ensuring that effective

processes and systems to address key roles and responsibilities in relation to governance

and risk management, are in place, and ensuring the adequacy and effectiveness of the

control ernvironment.

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,

Auclitor-Gencral on the Financial Stutements of'Olf-grid Solar Access Project /br Underserved Counties

6135-KE) for the l0 Months Periotl endetl 30,lune 20 llJ State Department./br Energ-v*
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and to issue an auditor's report which includes my opinion in accordance with the provisions
of Section 48 of the Public Audit Act, 2015 and submit the audit report in compliance with
Article 229(7) of the Constitution. Reasonable assurance is a high level of assurance, but is
not a guarantee that an audit conducted in accordance with 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 review is planned and
performed to express a conclusion with limited assurance on whether, in all material
respects, the activities, financial transactions and information reflected in the financial
statements are in compliance with the authorities which govern them in accordance with the
provisions of Article 229(6) of the Constitution and submit the audit report in compliance with
Article 229(7) of the Constitution. The nature, timing and extent of the compliance work is
limited compared to that designed to express an opinion with reasonable assurance on the
financial statements.

Further, in planning and performing the audit of the financial statements and review of
compliance, I consider internal control in order to give an assurance on the effectiveness of
internal controls, risk management and governance processes and systems in accordance
with the provisions of Section 7 (1) (a) of the Public Audit Act, 2015 and submit the audit
report in compliance with Article 229(7) of the Constitution. My consideration of the internal
control would not necessarily disclose all matters in the internal control which might be
material weaknesses under the 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 which
would be material in relation to the financial statements being audited, may occur and not
be detected within a timely period by employees in the normal course of performing their
assigned functions.

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

As part of an audit conducted in accordance with lSSAls, I exercise professionaljudgement
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 which is sufficient and appropriate to provide a basis for
my opinion. The risk of not detecting a material misstatement resulting from fraud is

Report ol the Auclitor-Generul on thc Financ'ial Stutements d'O/f-Sri(l Solur ,lccess Proiect ./br Unclersar,,'ccl Countias
(lDA Cr. No. 6l 3 5-KE) /br thc l0 Months Periocl cncletl 30 .lune 20 l8 - Stute Department /br Energy
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than for one resulting from error, as fraud may involve collusion, forgery,

nal omissions, misrepresentations, or the override of internal control.

I

Evaldrate the appropriateness of accounting policies used and the reasonableness of
acco{.rnting estimates and related disclosures made by the management.

Conqlude on the appropriateness of the management's use of the going concern basis
of acpounting and, based on the audit evidence obtained, whether a material uncertainty
existg related to events or conditions which may cast significant doubt on the Project's
ability to continue sustaining 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

finanpial statements or, if such disclosures are inadequate, to modify my opinion. My

concl[sions are based on the audit evidence obtained up to the date of my audit report.

Howdver, future events or conditions may cause the Project to cease sustaining its
serviCes.

EvalrJate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the underlying

transqctions and events in a manner which achieves fair presentation.

Obtaih sufficient appropriate audit evidence regarding the financial information and

businbss activities oi tne Project to express an opinion on the financial statements.

Perfolm such other procedures as I consider necessary in the circumstancesI

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 cpntrol which are identified during the audit.

I also prgvide management with a statement that I have complied with relevant ethical

requirempnts regarding independence, and communicate with them all relationships and

other mafters which may reasonably be thought to bear on my independence, and where
appl icablg, related safeguards.

FCPA Ed[vard R. O. Ouko, CBS
AUDITOR.GENERAL

Nairobi

20 November 2018

r

Raport of thd Auditor-Generctl on the Financial Statcments of O.ff-gri(l Solar Access Pro.iect for Underserved Counties

6l 3 5-KE) for the I 0 Months Periocl enclecl 30,luna 20 I 8 - Stute Depurtment.for Energl'(lDA Cr. No
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Off-grid Solar Access Project for Underserved Counties
Reports and Financial Statements
F' the ten months period ended June 30,2018

4. TATEMENT OF RECEIPTS AND PAYMENTS FOR THE TEN MONTHS PERIOD
3OTH JUNE 2018

The accounting policies and explanatory notes to these financial statements form an integral part of
the financial statements. The revised financial statements were approved on /5- // - 2018
and signed by:

,: Pd' 'H+tr'
Project Accountant:
Jedida A.N. Macharia
ICPAK Member.8805

Secretary
Dr. Eng.Joseph Njoroge, CBS

Project Coordinator
Eng. Rodney I. Sultani

RECEIPTS

LoJn from external
deJelopment partners

8.3 275,654,611 275,654,611

t(, L RECEIPI s 275,654,611 275,654,611

PAIMENTS

Purchase of goods

and services
8.4 6,733,349 6,733,349

TO tr; PAYMEN ts 6J33,349 6r733,349

su LUS 268,y21,262 268,9n462



Off-grid Solar Access Project for Underserved Counties
Repprts and Financial Statements
For the ten months period ended June 30,2018

5. FTATEMENT OF FINANCIAL ASSETS AS AT 30TH JUNE 2018

Thg accounting policies and explanatory notes to these financial statements
the financial statements. The revised financial statements were approved on
and signed by:

form an integral part of
/ 5- ) l- 2018

Prihcipal Secretary
Dr. Eng.Joseph Njoroge, CBS

f
rs r^

Project Coordinator
Eng. Rodney I. Sultani

.F4tl-
Project Accountant:
Jedida A.N. Macharia
ICPAK Member No.8805

q8

FINANCIAL ASSETS

Cash and Cash Equivalents

8.5A 268,921,262Bu[k Bulun.".

268,921,262Tjtal Cash and Cash Equivalents 8.5

tlAL FINAI{CIAL ^A,SSETS 268,921262T(

nTPNBSBNTED BY

268,921,262Srylus for the year

IIFINAI{CIAL POSITION 26892t262N1

2



Off-frid Solar Access Project for Underserved Counties
Reports and Financial Statements
For the ten months period ended June 30,2018

6. Sr,N.rNVrr,NT OF CASHFLOW FOR THE PERIOD 3OTH JUNE 2OT8

The dccounting policies and explanatory notes to these financial statements

the financial statements. The revised financial statements were approved on

and digned by:

form an integral part of
/5- t /- 2018

Principal Secretary
Dr. png.Joseph Njoroge, CBS

\l s2-^,1 <-'r
Project Coordinator
Eng. Rodney Sultani

@.r$1-
Project Accountant:
Jedida A.N. Macharia
ICPAK Member No.8805

ry$

J

C4SHFLOW FROM OPERATING ACTMTIES

Payments for operating activities

8.4 (6,733,349)Pu[chur" ofgoods and services

(6,733349)F*h now fr{m operating activitiesNr

CASHFLOW FROM BORROWING ACTIVITIES

8.3 275,654,611LJan from external development partners

275,654,611Nr {l"rn now fr{m financing activities

26E921262INCREASE [r CASU AI\[D CASH EQUWALENTNI

GINNIN thof e earcashand utva atlent BEG veq

26892W62$ anO casU e{uivalent at END of the yearCr



dff-grid Solar Access Project for Underserved Counties

Reports and Financial Sta
Flor the ten months period

tements
ended June 30r 2018

71. STATEMENT OF COMPARATIVE BUDGET AND ACTUAL AMOUNTS

I.iote: The significant budget utilisation/performance differences in the last column are

ep<plained in Annex I to these financial statements.

;: F-- @A$v
Principal
Dr. Eng.Joseph Njoroge, CBS

Project Coordinator
Eng. Rodney Sultani

Project Accountant:
Jedida .N.Macharia
ICPAK Number No.8805

f:dlc ohe:c-dc:a*b da b

Kshs KshsKshs Kshs

Receiots

96,037,389 740371,692,000 275,654,61l,371,692,000Loan from extemal

development partners

96,037Jt9 74Vo273,634,611371,692,000 371,592,000rffor necerpe

Pavments

3 18,366,71 I 2%325,100,060 6,733,349325,100,060durchase ofgoods and

servlces

0%46,591,94046,591,94046,591,940Acquisition of non-

financial assets

364,958,651 2o/o371,692,000 6,733J49371,692,000flfu r"y."nr
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ptr-grid Solar Access Project for Underserved Counties
h,eports and Financial Statements
For the ten months period ended June 30,2018

8. NOTES TO THE FINANCIAL STATEMENTS

fhe principal accounting policies adopted in the preparation of these financial statements are

set out below:

$.1. Basis of Preparation

f.1.1. Statement of compliance and basis of preparation

The financial statements have been prepared in accordance with Cash-basis IPSAS financial

ryporting under the cash basis of Accounting, as prescribed by the PSASB and set out in the

accounting policy note below. This cash basis of accounting has been supplemented with
accounting for; a) receivables that include imprests and salary advances and b) payables that

ihclude deposits and retentions.

The financial statements comply with and conform to the form of presentation prescribed by

the PSASB.

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

C.f .Z. Reporting entity

The financial statements are for the Off-grid Solar Access Project under National Government

of Kenya. The financial statements encompass the reporting entity as specified in the relevant

legislation PFM Act 2012 .

8.1.3. Reporting currency

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

reporting currency of the Project and all values are rounded to the nearest Kenya Shilling.

C.Z. Signincant Accounting Policies

a) Recognition of receipts

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

related cash has actually been received by the Government.

5



Off-grid Solar Access Project for Underserved Counties
Reports and Financial Statements
For the ten months eriod ended June 30,2018

. Transfers from the Exchequer

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

. External Assistance

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

Donations and srants

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

Cash is considered as received when a payment advice is received by the recipient entity
or by the beneficiary. In case of grant/donation in kind, such grants are recorded upon
receipt of the grant item and upon determination ofthe value. The date of the transaction
is the value date indicated on the payment advice.

Proceeds from borrowing

Borrowing includes Treasury bill, treasury bonds, corporate bonds, sovereign bonds and

external loans acquired by the Project or any other debt the Project may take on will be

treated on cash basis and recognized as a receipt during the year they were received.

U ndrawn exte rnal ass istance

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

relate to funding for the Project currently under development where conditions have

been satisfied or their ongoing satisfaction is highly likely and the project is anticipated
to continue to completion. An analysis of the Project's undrawn external assistance is

shown in the funding summary

r 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 recognised in the financial
statements the time associated cash is received.

6



Off-grid Solar Access Project for Underserved Counties
Reports and Financial Statements

the ten months riod ended June 30,2018

b) Recognition of payments

The Project recognises all payments when the event occurs and the related cash has actually
been paid out by the Project.

r Purchase ofgoods and services

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

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

consumed, they shall be disclosed as pending bills.

. Interest on borrowing

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

. Repayment of borrowing (principal amount)

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

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

consolidated financial statements.

r Acquisition of fixed assets

The payment on acquisition of property plant and equipment items is not capitalized.
The cost of acquisition and proceeds from disposal of these items are treated as

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

transaction for nil or nominal consideration and the fair value of the asset can be reliably
established, a contra transaction is recorded as receipt and as a payment.

A fixed asset register is maintained by each public entity and a summary provided for
purposes of consolidation. This summary is disclosed as an annexure to the consolidated
financial statements.

c) In-kind donations

In-kind contributions are donations that are made to the Project in the form of actual goods

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

equipment or personnel services. Where the financial value received for in-kind

1



Off-grid Solar Access Project for Underserved Counties
Reports and Financial Statements
For the ten months period ended June 30,2018

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

of receipts and payments both as receipts and as payments in equal and opposite amounts;

otherwise, the contribution is not recorded.

d) Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and cash at bank, short-term deposits on

call and highly liquid investments with an original maturity of three months or less, which
are readily convertible to known amounts of cash and are subject to insignificant risk of
changes in value. Bank account balances include amounts held at the Central Bank of
Kenya and at various commercial banks at the end of the financial year. For the purposes

of these financial statements, cash and cash equivalents also include short term cash

imprests and advances to authorised public officers and/or institutions which were not

surrendered or accounted for at the end ofthe financial year.

Restriction on cash

Restricted cash represents amounts that are limited/restricted from being used to settle a

liability for at least twelve months after the reporting period. This cash is limited for direct
use as required by stipulation. Amounts maintained in deposit bank accounts are restricted

for use in refunding third part deposits.

e) Accounts receivable

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

officers and/or institutions which were not surrendered or accounted for at the end of the

financial year is treated as receivables. This is in recognition of the government practice

where the imprest payments are recognized as payments when fully accounted for by the

imprest or AIE holders. This is an enhancement to the cash accounting policy. Other

accounts receivables are disclosed in the financial statements.

0 Pending bills

Pending bills consist of unpaid liabilities at the end of the financial year arising from
contracted goods or services during the year or in past years. As pending bills do not

involve the payment of cash in the reporting period, they recorded as 'memorandum' or
'off-balance' items to provide a sense of the overall net cash position of the Project at the

end of the year. When the pending bills are finally settled, such payments are included in
the statement of receipts and payments in the year in which the payments are made.

8



Off-grid Solar Access Project for Underserved Counties
Reports and Financial Statements
For the ten months period ended June 30' 2018

g) Budget

'l'he budget is developed on a comparable accounting basis (cash basis), the same accounts

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

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

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

required by Law and National Treasury Regulations, as well as by the participating

development partners, as detailed in the Government of Kenya Budget Printed Estimates

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

budgeted funds as transfers and account for them separately. These transfers are recognised

as inter-entity transfers and are eliminated upon consolidation.

A high-level assessment of the Project's actual performance against the comparable budget

for the financial year/period under review has been included in an annex to these financial

statements.

h) Third party payments

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

in form of loans and grants. These payments do not constitute cash receipts and payments

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

payments.

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

parties.

i) 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 yearlperiod are converted into the functional currency using the

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

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

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

recognised in the statements of receipts and payments.

j) Comparative figures

The project has just started and therefore no comparative figures.

9



Solar Project for Underserved Counties

and Statements
F the ten ended June 30,2018

k) events

no events subsequent to the ten months period end with a significant

months period ended June 30, 2018

l) Errors

Material period errors shall be corrected retrospectively in the first set of financial

statements for issue after their discovery by: i. Restating the comparative

amounts for period(s) presented in which the error occurred; or ii. Ifthe error occurred

before the prior period presented, restating the opening balances of assets, liabilities

and net for the earliest prior period presented.

10



Off-grid Solar Access Project for Underserved Counties
Reports and Financial Statements
For the ten months period ended June 30,2018

8.3. LOAN FROM EXTERNAL DEVELOPMENT PARTNERS

During the l0 months to 30 June 2018 we received funding from donors as detailed in the table
lb.l.,*'

p.c. runcHASE oF GooDS AND SERVTcES

8.5. CASH AND CASH EQUIVALENTS CARRIED FORWARD

'[he project has one project account within the project implementation area as listed below:

Lnans Received from
Multilateral Donors
(International
Orsanisations)

International Development

Association (lDA)
3Ul0l20t7 2,330,000 275,654,611 275,654,611

fu.r 2"330,000 275$54,5t1 275$y,6tt

Kshs Kshs Kshs Kshs Kshs
t-
lrarnlng payments 6,733,349 0 6,733,349 6,733,349

i{, 0al 6,733349 0 6,733349 6r733,349

Bank accounts (Note 8.5A) 268,921,262

Itt"l 26892tA62

l1



Off-gnid Solar Access Project for Underserved Counties
Repopts and Financial Statements
For the ten months period ended June 30,2018

Local Currency Accounts

Centlal Bank of Kenya [A/c No. 10003587071 268,921,262

Total lOcal curren{ bahnces 268,921A62

8.5A Bank Accounts

Projept Bank Accounts

Speci4l Deposit Accounts

The balances in the Project's Special Deposit Account(s) as at 30th June 2018 are not included in the
Statenlent of Financial Assets since they are below the line items and are yet to be drawn into the
Exchequer Account as a voted provision.

Below is the Special Deposit Account (SDA) movement schedule which shows the flow of funds that
were voted in the year. These funds have been reported as loans/grants received in the year under the
Statefilent of Receipts and Payments.

Special Deposit Accounts Movement Schedule

The Special Deposit Account reconciliation statement has been attached as Annex 3 to support this
closing balance. OTHER IMPORTANT DISCLOSURES

9.1 PFNDING PAYABLES (See Annex 2)

Kenla Off-grid Solar Access Project [A/c No. 1000360739]

Openlng balance

Total amount deposited in the account 458,790,425

Total amount withdrawn (as per Statement of Receipts &
Payments)

275,654,611

fl::mi"hnce 
(*Yn SDA bank occount reconcitiation

183,135,814

Amounts due to National Government entities 5,102,372

Total sJaz372

t2
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KEN T,n OFII GIUD I\C(]ESS PI{OJ IICI. }.OR IJN DI.]SERVI1D COIJ N].I IiS

s'l'A1'Iii\.1ENT OF SPD(rAL (r)ESl(;NA'rIiD) AC(:OUN'I'IrE(lON('II-l;t',n()N
hon rgu yEAn BNDnI) 30.rtrNu 2018

(lredit No.:

li:rnl< Accou

IDA I.OAN N(). ('REDt'r N0.61-150-Kt: l\r()l:
nlNn., ll)00360739|Iclclrvirh CEN't'llAL IIANK OF KENYA

..\.\lor \ I

t.'s l)

:.S-;.ql-i.(rC)

Discrepancy betrveen total appearing on lirre 3 and 9

llotes:

I Explain the discrepancv between lotals appearing on lines 3 and 9 above (r'.g a,nounl duc to bc refunded lo c()\cr

ineligible expfnditures paid liun the Special/Designated Accorrnt)

? lndicate if amount appearing on line 6 is r"'ligible for finarrciang by IDA nnd providc reasons tilr not clainring thc

expcnditures

'l'he aruount appearing olr liue 6 is eligiblc for financing bl,World Bank ancl shull bc docunrented in

suhsctluent IFIIs

.t,

,1f,*\r",
AUTI IORISED REI'RIiSENTA'I'I VE

RESOUIICE MOBILISAI'ION DEPARTI\IENT D,,rTI.l: f'l I - ,

Tr rE N ATTqNAL Tt{E^SLl RY

I

NO',r'lts AM0tl!'t
USD

I r\nrount advunced bv IDA

?

l.css:

I'otal amount Iocurrerrted

3 Orrtstandiug 0nrount to be docunrentcrl 3,877,975.00

t,547.e75.004

Ilepresented by:

Endins Special accourlt Balancc as as 30 June 201 8

q Arnounts clairhed but nt>t credited as al 30th June 2018

6 Arnounts withdrawn and not claimed 2,3J0,000.00

7 Service Chargps (ifnot included in lines 5 and 6 above)

8 lnterest earned (ifincluded in Special Account)

3,877,975.009 Tolal advancc to Specinl Account Year ended 3l) June 2018




