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Horn of Africa Gateway Development Proiect-SDOT
Reports and Financial Stutements
For the jinancial year ended June 30, 2021

I. PROJECT INFORMATION AND OVERALL PERFORMANCE

1.1 Name and Registered Office

Name: The project's official nanre is Horn Of Africa Gateway Development Project (HOAGDP)

Objectives: The Project Development Objectives are to irnprove:

a) the movement of people and goods and digital connectivity and access to social services to

communities at designated locations along the targeted sections of the Isiolo- Mandera Regional

Road Corridor; and

b) the capacity of selected transport related irrstitr.rtions in Kenya.

Address: The project headquarters offices are Nairobi City, Nairobi County, Kenya.

The address of its registered office is:

HoAGD Project
State Department for Transport
Transcom House
P.O. Box 52692-00200
NAIROBI

Contacts: The following are the pro.iect contacts

Telephone: (254) 2729200
E-mai I : ps@transport. go. ke

Website: www.transport. go, ke

1.2 Project Information

1.3 Project Overview

Proiect Start Date: 7tl' october,2020

Proiect End Date: 3Otl' J r.rne,2028

Proiect Manager: Mr George Waniau

Proiect Sponsor International Development Association (

Line Ministry/State
Department of the
proiect

The project is under the supervisiorr of the State Department of Transport

Credit Number Credit No. 6768-KE
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Horn of Africa Guteway l)evelopment Project-SDOT
Reports and Finunciol Stutements
For the financial yeur ended June 30,2021

Project ID No. P16r305

Conversion Euro 0.8921 8004=tJS$ I

Strategic goal of the
project

The strategic goal of the project is:
Strengthen the Institutional Capacity of State Department for Transport
(SDoT) and Associated lnstitr-rtions

Achievement
strategic goals

of The project managerrerrt ainrs to achieve the goals through the following
lneans:
(a) Finalizing the development of a 50-Year Integrated Multi-modal
Transport Masterplan;
(b) Provision of technical assistance techrrical assistance in enhancing
institutional capacity at SDol'to effectively oversee and monitor the
perfonnance of all modes of trarrsport iu the country as well as integration
the ltational transport inft'astructr,rre with that of the region and undertaking
a study on driver insurance cover;
(c) Review of the Traffic Act;
(d) Undertaking studies on the appropriate studies on the appropriate
locations to establish rest stops and a dry port along the Isiolo-Mandera
Regional Road Corridor:
(e) Support to Kerrya Railways Corporatiorr in settir.rg up fully-fledged
dedicated commuter Rail Unit as well as Standard Gauge Railway (scR)
Unit to undertake business development and monitor operations and
maintenance of the Commuter Rail Services and SGR system
respectively; and
(f) E,nhance the capacity of the marirre trainirrg school at Kisurnu.

Current situation that
the project was
formed to intervene

The pro.iect was fbnned to interverre in the fbllowing area:
Strengthen the Institutiorral capacity of State Department of rransport
(SDoT) and associated institutions.

Project duration The project started on 7tl' October 2020 and is expected to run until 30th
June 2028

1.4 Bankers

The following are the bankers for the current year:
Central Bank of Kenya
P.O Box 75104-00200
Nairobi, Kenya

1.5 Auditors
Office of the Auditor General
Anniversary Towers, University Way
P.O. Box 30084
GPO 00100
Nairobi, Kenya
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Horn of Africa Gatewuy Development Proiect-SDoT'
Reports and Financial Stutements

For the ancial year ended June 30,2021

1.6 Roles and Responsibilities

List the different people who will be working orr the project. This list would include the project

manager and all the kly shkeliolders who will be involved with the project. Also. record their role,

their positions, and their contact intbrrnation.

1.7 Funding summary

The project is for duration of eight years frorn 2020 to 2028 with ar1 approved budget of Euro

12.668,956 equivalent to Kshs 1.5 billion as highlighted in the table below:

Below is the funding sulrtl'narv:

Names Title designation Key qualificatiott Responsibilities

George Waniau Director of Plarrrring Qualified Tearn leader

Esther Gachanja l'rincipal ISconomist Qualit'red Coordinator

Henry Thuo Accountatrt Qualilied Pro Accountant

Brainson Kimiriny Firrance Ofllcer Qualified Pro.i ect F inance Officer

Bernard Nzau LIead-Supply Chain
Managetnent

Qualified Project
Specialist

Procurement

Paul Kingori Director Road and

Itail
Qualilled Director Road and Rail

LOAN SUNINIARY
t(A)-(B)(B) (8',)(A',)(A)

1,285,267,52510.26t.716444.444 5 8.355,5551,343.623.080
IDA WORLD
BANK 10,706,I 60

Counter Purt I'unds

31.962,7961,962.796 246,330.898
GOVERNMENT
OF KENYA

1,531,598,42312,221,,51258,355,5551.589,953,978 {44,4{-l12,668,956
Total Funding
Summary

(30tlr June. 20?l)
[)onor
currency KShs
Euro

(B) (B')

Undrawn balance to date

KShsKShs

(A")-(B')(A')

Sourcc of tirncls Donor Commitnrent
(30th June, 202 I )

Amount receivccl ttl
clatc

[)onor
u^urr0nC)

Eurtl

(A)

Dolror
currency
Euro

(A)-(B)
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Horn of Africa Gutewalt Development Project-SDOT
Reports and Financiul Stutements
For thelinancial year ended June 30, 2021

B. Aprrlicatiou s[ Funds

1.8 Summary of Overall Project Perlbrmance:
During the year under review, the Project reoeived KShs 58,355,555 and no expenditure was
incurred.

Amount

date

I

(i) Grant

NONE IN THE YEAR

(i) Loan

IDA 444.444 s 8.3 5 5,5 55 444,444 58,355,555

(ii) Counterpart

funds

Government of Kenya

444,444 58,355,555Total 444,444 58,355,555

Appligation of funds Cumulative

Amount

paid to

date - (30rb

June 2021)

Unutilised balance to dale

130tr'June 2021)

EUR Kshs EUR Kshs

(A) (4',) (8',) (A)-(B) (A',)-(B)



' Horn of Africa Gatewuy Development Proiect-SDOT'

Reports and Financial Stutements

For the year ended Jurrc 3o,2021

1.9 Receipts utilization
The projett received Kshs.58.355.555. against a final budget of Kshs 60,000.000 this represented

utilization of 97oh.The reoeipts utilizatiorr is as shown in the bar graph below:

Receipts from Government of KenYa m ExternalLoan fro

1.10 PaymentsUtilization
The project had no payments irr the year under review'

1.11 Summary of Project Cornpliance:
The program had ,',o u"iiuiti.s ciuring the year hence no compliance issues with the laws of the

Republic of Kenya nor regulatiotrs arrd procedures.

VI

70,000,000

60,000,000

50,000,000

40,000,000

30,000,000

20,000,000

10,000,000

60,000,000 59,355,555

rinar sudg$€ceiPts in Kshs



Horn of Africa Guteway Development Pro.ject-SDOT
Reports and Finunciul Stutemants
For tlte finunciul year ended June 30, 2021

2. STATEMENT OF PBRFORMANCE AGAINST PROJECT'S PREDETBRMINED
OBJECTIVES

2.1 Introduction

Section 8l (2) (0 of the Public Finance Management Act, 2012 requires that, at the end of each
flnancial year, the Accounting officer when preparing firrancial statements of each National
Government entity in accordance with the standards and formats prescribed by the Public Sector
Accounting Standards Board includes a statement of the national government entity's performance
against predetermined ob.i ectives.

2.2 Objectives

The key development objective of the project's 2020-2028 plans is to:

a) the movement of people and goods and digital connectivity and access to social services to
Communities at desigrrated locations along the targeted sections of the Isiolo- Mandera Regional
Road Corridor; and

b) the capacity of selected transpol't related institutions in I(enya.

2.3 Progress on attainment of Strategic developmcnt objectives

For purposes of irnplernenting and cascading the above development objectives to specific sectors, all
the development obiectives are made speciflc. rneasurable. achievable, realistic and time-bound
(SMART) and converted into development outcomes. Attendant indicators are identified for reasons
of tracking progress and performance lneaslrreulent: lhere was r1o progress in the Financial year
202012021

Proiect Obiectives Outcome Indicator Performance
Horn of Africa
Gateway
Developrnent
Project

To improve the
t'novement of
people and goods
and digital
connectivity and

access to social
services to
communities at
designated
locations along the
targeted seotions
of the Isiolo-
Mandera Regional
Road Corridor

Improved
efficiency of road
transport aloug the
Isiolo-Marrdera
Regional Road
Corridor

Redr"rction in
avcrage travel time
and travel cost

Activities are at
preparatory
stages
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Horn of Africa Gateway Development Proiect-SDOT
Reports and Financial Statements
For the financisl year ended June 30, 2021

To improve the
capacity of
selected transport
related
institutions.

Improved
institutional
capacity and

arrangements in
the transport
subsector

RTI strengthened

CRU created and

operationalized

SGR Unit created

and operationalized

Iteviewed INTP

E-rnobility Policy
Developed

50 Year Transport
Master Plan
Developed

Procurement
Plan forward to
the Bank for
clearance

vll I



Horn of Africa Gutewuy Development pro.ject-SDo7'
Reports and Finunciul Stutenrcnts
For the /inancial yeat. ended lune 30,2021

3. CORPORATE SOCIAL IIESPONSII}ILITY SI'ATEMBNT/SUSI'AINABILITY
REPORTING

Below is a brief highlight of our achievements in eacli pillar
l. Sustainability str:rtegy and protile -

None

2. Environmental performance
Overall environmental Saf'eguards Perfbrmance of the I-IOAGDP is moderately satisfactory
while the Environment l(isk-Rating is considerecl substantial because of the implementation
of reviewed lntegrated Natiorral 'l'ransport Policy ancl the 50-Year 1'ransport Master plan.

3. Employee welfare

Capacity building of stafT to carry out its responsibilities, including on rlonitoring and evaluation of
the project.
Building the capacity of the newly established SGII/Commuter Rail tJpit.
Training of staff both individual and group trainirrg.
Skills upgrade through workshops and serninars.

4. Market place practices

a) Responsible Competition Practice
Competitive practices will be errsurecl through competitive bidding. parity in supplier selection, and
application of pref'erences for special grollps where applicable. i.e. Youth. Women and persons with
disabilities.

b) Responsible Supply chain and supplier relations
The organisation maintains good business practices by adhering to the set act and regulations, i.e. The
Public Procuremerrt and Asset Disposal Act 2015 And Regulations 2020

c) Responsible m:rrketittg ancl atlvertisenrcrrt-outline cfforts to maintain ethical marketing
practices

Efforts under this are rnaintairted through Pre qualiticatiorrs ancl contirruous update of suppliers'
profiles by the organisatiorr. Market trends are updated annually througlr market indexes published by
procurement bodies e.g. PPRA and KISM.

d) Product stewardship- outline efforts to safeguard consumer rights and interests
Provision of proper specifications for Goods, Works and Services. and adhering to them.
Engaging the statutory bodies charged with oversceing quarity e.g. I(EBS.
Carrying out due diligence whenever in cloubt, especially before awarcl of contracts.

5. Community Engagements
None
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4 " STATEMENT' OF' PR.CI.YECII iVIANA.GEMIIFJI\T ]RIOSPO'NISUEIILIIT']1ES

"[he pnncipal seoratary for th.e Department of rrunspont arrd tlte'leaw Leadq for tlorn of Afuica

Gateway Deveropment projeat a$+gi proiecrt) ar* rirpo.nsibre for the preparution andpreseptatian of

the protwts nrranciii s iiii*oir, *hir; ;r;;; t*, and iaa^view o€ the itau of atrairs of the Prqeot for

and as at the end. of the {rnanaiat yeni ended anJune 30, 2a21. This responsibili'ty inoludes: (i)

maintaining adequate frnanoiar management affangemartt and ensuring thit these continue to be

effective throughout the reporting pttiil;aii, m'untZining Woper utt'unting records' which disclose

with reasonable acouracy at any ti; tft financial-porition of the Projeot; (iii) designing'

imprementing and *uintuinioe iG*ui oon[orr rriurunt io trrr p*p"rotion and fair presentation of

the financial statement, and ensuring tiut if"y *,t free fom mui,"iit misstatements' whether duo to

error or fraud; (iv) safeguarding thr ;;;-;itd Pr"jrJ; (v) seleoting.*9 uppty'ng appiopfiate

i.,;;u;s e.ri;; ;J("rij *az"e uooouoting estimatis that are reasonable in the oircumstanoes.

rhe Principal sooretary for the ll{: D:pryrngotof Transpor!, fnfrastruoture 
and the Team I'eader for

HOAGD projeqt acceptresponsibilrtl, 1"i 
tr* iroeot,s finan;ia riutr*unts, which have been propared

on the cash Basis nae*roa of Finanoial rirprrtird, urine appiopriate accounting poliiies in acoordance

*itt l"tr*rtLn* puUtio Sector Accounting Standards.

The principar seoretary, state Deyrtmgnt of rransport and the Team Leader for HoAGD projeot are

of the opinion ttrat flre.projeot,g no*ia ,iutu*rntr give a true *o ai, view of the state of Projeot's

transaotions duringthe financial yr*lprrioa *ara lurie go, zoit,and of theprojeot's furanoial position

as at that date. The prinoipal secretary ii.t prp*rn""t oiri*rpo* un{ thu irojeot coordinator for

FioAGD project frrrfrri rJrnrm the o6*pittt"gJe ofP.: tt:"*G reooldg maintained for the Proieot'

whioh have beon reliod upon in the preparation.of flrr pioirci -financial 
statements as well as tho

adequacy of the systems of intemal finanoial oontrol'

The Principal seoretary, state De-partment of Transport-and the'Team Leader for HOAGD projeot

confirm that tho project has comprira ir:riv rJtrr-uppriouuru co***t Regulations and tho terms of

*.temal financing clvenants, *a tr,ut'tili;{{ffiF;eivJ a*ine the finanoiat yearlperiod ,rnder

audit were used for the eligible prrrporurlo, *hioh thoy wu, intrnaed-and were properly aercounted for'

Approval of ttre Projeot finanoial statements

The Project finanoial statements werg jPl,rov.ed, bV 
lht- 

Principal !9o1etary' 
State Department of

Transport and the i; Leader for HOAGif project on 1't November 2021

Prinoipal Team Leader

oroge Name: G'eorge Wanja''i

Projeot Accountant:
Name: Henry Thuo

ICPAK iMenrber Number:Name: Dr (Eng) JosePh I( I\i

lt.
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Telephone: +254-(zo) 3214ooo
E-mail: info@oagkenya.go.ke
Website: www.oagkenya.go.ke

REPUBLIC OF KENYA

OFFICE OF THE AUDITOR.GENERAL

E n hanc in g Ac c ou n ta b i I i ty

HEADqUARTERS

Anniversary Towers
Monrovia Street

P.O. Box 3oo84-oo1oo
NAIROBI

REPORT OF THE AUDITOR.GENERAL ON HORN OF AFRICA GATEWAY
DEVELOPMENT PROJECT.IDA CREDIT NO.6768KE FOR THE YEAR ENDED
30 JUNE, 2021 - STATE DEPARTMENT OF TRANSPORT

PREAMBLE

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

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

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

C. Report on Effectiveness of lnternal Controls, Risk Management and Governance
which considers how the entity has instituted checks and balances to guide internal
operations. This responds to the effectiveness of the governance structure, the risk
management environment, and the 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 of the Constitution and
the Public Audit Act, 2015. The three parts of the report, when read together constitute
the report of the Auditor-General.

REPORT ON THE FINANCIAL STATEMENTS

Opinion

I have audited the accompanying financial statements of Horn of Africa Gateway
Development Project-Credit No.6768KE - State Department of Transport set out on pages

Report of the Attditor-General on Horn of Africa Gatertay Development Project-lDA Credit No.6768KE.for the year
ended 30 June, 202 I - State Department ofTransport
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1 to 16, which comprise the statement of financial assets as at 30 June, 2021, and the
statement of receipts and payments, statement of cash flows and statement of
comparison of budget and actual amounts and the special account statement for the year
then ended, and a summary of significant accounting policies and other explanatory
information for the year then ended, and a summary of significant accounting policies and
other explanatory information in accordance with the provisions of Article 229 of the
Constitution of Kenya and Section 35 of the Public Audit Act, 2015. I have obtained all
the information and explanations which, to the best of my knowledge and belief, were
necessary for the purpose of the audit.

ln my opinion, the financial statements present fairly, in all material respects, the financial
position of Horn of Africa Gateway Development Project Credit No.6768KE - State
Department for Transport as at 30 June, 2021, 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 between
lnternational Development Association (lDA) and the Republic of Kenya dated
07 October,2020 and Public Finance Management Act, 2012.

ln addition, the special account statement presents fairly the special account transactions
and the closing balances has been reconciled with the books of account.

Basis for Opinion

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

Key Audit Matters

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

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

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

Basis of Conclusion

The audit was conducted in accordance with ISSAI 4000. The standard requires that I

comply with ethical requirements and plan and perform the audit to obtain assurance

Report of the Auditor-General on Horn of Africa Gateway Development Project-lDA Credit No.6768KE for the year
ended 30 June, 2021 - State Department ofTransport
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about whether the activities, financial transactions and information reflected in the
financial statements are in compliance, 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 EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1Xa) of the Public Audit 4ct,2015, based on the audit
procedures performed, I confirm that, nothing has come to my attention to cause me to
believe that internal controls, risk management and governance were not effective.

Basis of Conclusion

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

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

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

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

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

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

Responsibilities of Management and those Charged with Governance

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

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

Report of the Auditor-General on Horn of Africa Gateway Development Project-lDA Credit No.6768KE for the year
ended 30 June, 2021 - State Department ofTransport
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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, Management is also responsible for ensuring that the
activities, financial transactions, and information reflected in the financial statements are
in compliance with the authorities which govern them, and that public resources are
applied in an effective way.

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

Auditor-General's Responsibilities for the Audit

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

ln addition to the audit of the financial statements, a compliance audit is planned and
performed to express a conclusion about whether, in all material respects, the activities,
financial transactions and information reflected in the financial statements are in
compliance with the authorities that govern them and that public resources are applied in
an effective way, in accordance with the provisions of Article 229(6) of the Constitution
and submit the audit report in compliance with Article 229(7) of the Constitution.

Further, in planning and performing the audit of the financial statements and audit of
compliance, I consider internal 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 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

Report of the Auditor-General on Horn of Africa Gateway Development Project-lDA Credit No.6768KEfor the year
ended 30 June, 202 I - State Department ofTransport
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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 professional
judgement and maintain professional skepticism throughout the audit. I also:

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

a

a

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

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 control that are identified during the audit.

Report of the Auditor-General on Horn of Africa Gateway Development Project-lDA Credit No.6768KE for the year
ended 30 June, 202 I - State Department ofTransport
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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.

, CBS
AUDITOR-GENERAL

Nairobi

10 November,2021

Report of the Auditor-General on Horn of Africa Gateway Development Project-lDA Credit No.6768KE for the year
ended 30June,202l - State Department ofTransport
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Horn of A{rtca Gateway Development Praiect-SDOT

R.eports and Financial Statemertts
.nwme 30,2021For the-financial .ttear ewded

6, STATEMENT O]T RECEIPIIS AND PAYI\IENIT'S ]F'OR T'HE YtrAR' ENDED 3OTT{

JUNE 2021

Other grants and
transfer

SURPLUS/(DErIC

The accounting polioies and exPlanatorY notes to these financial statements are an integral Part of

the financial statements. The financial staternents were approved on lttNovembet}}2l and

signed by:

M:{*
Principa'l Seoretary
Name: Dr (Eng) JosePh I( Njoroge

d#,'
Tearr
Nam.e: George Wanjati

Project Accountant:
Name: HenrY Thuo

XCPAK Member Number: t{ tt';it-'

I

Note
202012x, 201912020

Cumulative
to-date

Receipts and
payments
controlled bY

the entity 

-

Payrme

nts
made
by
third
parties

Roceipts and
payment
controlled bY
the entity

Fayrne
nts
made
by
third

KShs KShs KShs KShs KShs

RECEIPTS
Transfer from
Government entities

11.1

Loan from External
Development
Partners lt.2 58,355,555 58,355,555

TOTAL
RECEIPTS

58,355,555

PA
Purohase ofgoods
and services 11.3

Acquisition of non-
financial assets ll,4
Transfers to other

sovemment entities

11.5

TOTAL
PAYMENTS

58,355,555 58,355,555

58.355.555



Ilorn of lfrica Gateway Development Froject-SDOT
Reports and Financial Statemenls
For the.financial year ended June 30,2021

7. STATEMENT OF' F'INANCNAI ASSETS AS AT 3()TTI JITNE 2O2I

FINANCIAL ASSETS

Cash and Cash Equivalents
11.64 58,355,555Bank Balanoes

tt.6 58,355,555Total Cash and Cash Equivalents

58,355,555TOTAL T'INANCIAL ASSETS

REPRESENTED BY

11.7Fund balancp b/fwd.
58,355,555Surplus/(Deficit) for the year

59.355.555NET FINANCIAL POSITION

The accounting policies and explanatory notes to these financial statements form an integral part

of the financial statements. The frnancial statements were approved on ltt November 2021

and signed by:

Secretary
Name: Dr (Eng) Joseph I( Njoroge

Team Leader
Name: George Wanjau

(M
Project Accountant:
Name: Henry Thuo
ICPAKMemberNumber: l.!'ttrrl*

I

)

,.[\ute' ' "::7q20:20?t
. .:,. .; .,.fSiii,



Ilorn t$ Africa Guteway Develop me nt Froi ect-SU OT

Reports and Financial Stutements

8. STATEMENT Otr' CASHFI.,OW FOR TINE YEAR 3OTI{ JUNE 2021

The accounting policies and explanatory notes to these financial statemonts fqrm an integral part

of the financial statements. The entity finanoial statements were approved on ltt Novembet 2021

For the endecl June 2021

Principal
Name: Dr (Eng) JosePh I( Njoroge

ar4'-'
Team Leader

Name: George Wanjau

Projeot Accountant:

Name: HenrY Thuo

ICPAI( MemberNumber: t{:1s?,"2-

3

et cash

Prooeeds from

activlties

GOI(

the

T'ROM

Net flow from

FROM INVESTING ACTIVITIES

activitiesfrom
and servioesPurohase of

entitiesTransfers to other
entitiesTransfers to other
activities

of Assets
from

I 1.1

.311

11.5

t2

ll.4

58,355,555,211

58,35!,555Net cash flow activities

58,355,555
NET INCREASE IN CASH AND CASH

Cash and cash equivalent at BEGINNING of the

58,351E!lof theatcashCash



Horn af Africa Gateway Development Froject-SDOT
Reports ond Financtal Statements
For the linoncicilyeor ended June 30,2021

Compensation of employees

Pprohase ofgoods and
services

Social security benefits

Acquisition of non-fi nancial
assets

Transfers to other
entities

grants and transfers

Total

BUDGET AND

n4tiq-
Team Leader
Name: George Wanjau

39%

0o/o

,#
frb*

Principal Secretary
Name: Dr (Eng) Jpseph I( Njoroge

Project Accountant
Name: Henry Thuo
ICPAI( Member No: /6 ?'*r)t-

/l;'

Receipts

Transfer from Government
entities
Proceeds from domestic and
foreign grants

Proceeds from borowings 200,000,000 (50,000,000) 150,000,000 58,355,555 91,644,445
Miscellaneous receipts

Total Receipts 200,000,000 150,000,000 58,355,555 9116441445 39V"
Payments

60,000,000 60,000,000 60,000,000 0%

140,000,000 (50,000,000) 90,000,000 90,000,000 0%

200,000,000 (50,000,000) 150,000,000 150,000,000

9. OF ACTUAL

iri,Iiti/ll,,



Horn of Africa Gatewuy Det'alopment Proiact-SDOT

Reports and Financial Statements

For the jinancial endecl Juna 30,2021

10. NOTES TO THE FINANCIAL STATEMENTS

The principal accounting policies adopted in the preparation of these filancial statements are set

out below:

10.1 Basis of PreParation

10.1.1 Statement of compliance and basis of preparation

The financial statemerrts have been prepared in accordance with cash-basis IPSAS

financial reportilg upder the cash basis of iocounting" as prescribed by the PSASB and set

out in the accounting policy note below. This cash basis of accounting has been

supplemented with acc,tunting fou a) receivables that include imprests and salary advances

and b) payables that inch-rde deposits and retentions'

The financial statements comp-ly with and conform to the form of presentation prescribed

by the PSASB.

The accounting policies adoptecl have been consistently applied to all the years presented'

10.1.2 RePorting entitY

The financial statemerrts are for the Project - under National Goverument of Kenya' The

financial statements epcornpass the repoiting entity as specified in the relevant legislation

PFM Act 2012 .

10.1.3 Reportingcurrency
The financial staternents are preserrted in Kenya Shillings (KShs)' which is the functional

and reporting currency o1' the Project and all values are rounded to the nearest Kenya

Shilling.

10.2 Significant Accountilrg Policies
a)Recognition of receillts

The Project recognises all receipts f'r'onr the various sotlrces when the event occurs, and the

related cash has actually been received by the Government.

o Transfers from the Exchequer
Transfer from Exchecluer is to 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.

o External Assistance
External assistance is received through grants and loans from rnultilateral and bilateral

development partners.

5



Horn of Africu Gutewuy Development pro.ject-SDOT
Reports and Finuncial Statements
For the.financial year ended June 30,2021

1 1. SIGNIF'ICANT ACCOUNTING POLICIES

Donatiotts und grants
Grants and dorrations shall be recognizecl 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. Irr case of grant/dorration in kind, such grants are recorded upon
receipt of the grant itern and upon cleterrnination of the value. The date of the transaction
is the value date indicated on the paylnent aclvice.

Proceeds from borrow i rts
Borrowing iucltrdes Treasury bill, treasr-rry bonds. corporate boncls, 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.

Undruwn exter'ttul. ussistunce

These are loans and grants at reporting date as specilied in a binding agreement and relate
to funding for the Pro.iect currently under developmerrt where conditions have been
satisfied or their ongoing satisfaction is highly likely and the project is anticipated to
continue to contpletion. An analysis of the Pro.iect's undrawn external assistance is shown
in the funding sLurmary

o 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 tirne associated cash is received.

b) Recognition of payments

The Project recognises all payrnents when the event occurs, arrd the related cash has
actually been paid out by the Proiect.

o Compensation of employees
Salaries and Wages, Allowances. Statutory Corrtributiorr fbr employees are recognized in
the period when the compensation is paicl.

. Use of g<lods :rnd services
Goods and services are recognizecl as paymellts in the period when the goods/services
are consumed and paid for. If not paicl for during the period where goods/services are
consumecl, they shall be disclosed as pending bills.

o Interest on borrowing
Borrowing costs that irrclr-rde interest are recognized as payrnent in the period in which
they incurred and paicl fbr.

6



Horn of Africa Gateway Det'elopment Proiect'SDOT
Reports und Financiul Stutements

For the yeur endetl June -10, 2021

SIGNIFICANT ACCOUNTING POLICIES (Continued)

. Repayment of borrowing (principal amount)

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

in whiih the repayrlent is made. The stock of debt is disclosed as an annexure to the

consolidated financial statements.

. Acquisition of fixed assets

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

The cost of acquisition and proceeds f}om disposal of these items are treated as

payments apd receipts iterns respectively. Where an asset is acquired in a non-exchange

iransaction for nil or norrrinal consideration and the fair value of the asset can be reliably

established, a coutra transaction is recorded as receipt and as a payment.

A fixed asset register is maintained by each purblic entity and a summary provided for

purposes of conslotidation. This sLunlllary is disclosed as an annexure to the consolidated

financial statements.

c) In-kind donations

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

goods and/or services rather than irr nloney or oash terms. These donations may include

vehicles, equiprnent or personnel services. Where the financial valure received for in-

kind contributions .u,', t" reliably detemrined, the Project includes such value in the

statement of receipts atrcl payments both as receipts and as payments in equal and

opposite amounts: otfuelvise. the coltriblrtiol 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 highll, liqLrid investmelts with arr original maturity of three months or less,

which ur"."uJill,convertible to knowrr amounts of cash and are sub.iect to insignificant

risk of changes in value. Bank account balances include amounts held at the Central

Bank of Kenya ancl at various commercial banks at the end of the financial year. For the

purposes of these tlrrarrcial staternents, cash and cash equivalents also include short

term cash imprests ancl aclvances to authorised public officers and/or institutions which

were not surrendered or accoutrted lor at the encl of the financial year.

Restriction on cuslr
Resiricted cash represents iut'l0Llltts that are lirnited/restricted from beirrg used to settle a

liability for at least tw,elve morrths after the reporting period. This cash is limited for

direct use as required by stipulation. Arlourrts rnaintained in deposit bank accounts are

restricted for use in relirrrding third part cleposits

7



H o r n oJ' A.fr ic u G at ew ay D ev e I op me n t P r oj e ct-,S D O T
Reports and Fincurciul Stulements
For the.financiul yeur ended June 30, 2021

SIGNIFICANT ACCOUNTING POLICIES (Continued)

e) Accounts receivable
For the pLlrposes of these firrancial staternents, irnprests and advances to
authorised public officers and/or institutiorrs r,i,hich were not surrendered or
accounted lbr at the enci of the Ilrrarrcial yeal is treated ers receivables. This is in
recognitiou of the governnreut practicc r.r,herc tlre irnprest payments are

recognized as paynlents when tirlly accounted lbr by the irnprest or AIE holders.

This is an enhancement to the cash accounting policy. Other accounts

receivables are disclosed in the financial statements.

t) Contingent Liabilities
A contirigerrt liability is:

a) A possible obligation that arises frorn past events and whose existence will be

conf irmed only by the occurrence or nou-ocourrence of one or more uncertain

future events not wholly within the control of the entity; or
b) A present obligation that arises frorn past events butt is not recognised because:

(i) It is not probable that an outt'low of resources ernbodying economic
benefits or service potential r,vill be required to settle the obligation, or

(ii)'l'he zu'nount of the obligation cannot lrc nreasured with sufficient
reliability.

Some of contingent liabilities rnay arise fi'onr: litigation iu progress, guarantees,

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

T'he Entity does not recognize a contingent liability but discloses details of any

contingencies in the notes to the finanoial staternents unless tlie possibility of an outflow
of resources ernboclying economic treneflts or scrvice potential is ret-note. Annex 4 of this

financial statement is a register of the contingent liabilities in the year.

Section 89 (2) (i) of the PFM Act requires the National Goverrrn'Ient to report on the
payments made, or losses incurred, by the oourlty government to meet contingent
liabilities as a result of loans during the financial year. irrcluding payments made in
respect of loan write-offs or waiver of interest on loans

g) Contingcnt Assets
The Entity does not recognize a contingent asset. but discloses cletails of a possible asset

whose existence is contingent on the occurreuce or non-occurrence of olle or mofe
uncertain f'uture events not wholly within the control of the Entity in the notes to the

financial statements. Contingent assets are assessed continually to erlsure that
developments are appropriately reflected in the finarioial statements. If it has become

virtually certain that an inflow of economic benoflts or service poterrtial 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.
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Horn of Africa Gatewuy Development Proiect-SDOT

Reports and Financial Stutements

unciul year entletl June 30,2021For the fin

SIGNIFICANTACCOUNTINGPoLICIES(Contilrued)

h) Pending bills

Pending bills corrsist of rrnpaid liabilities at the end of the financial year arising

from contractecl goods or services during the year or in past years. As pending

bills do not involve the paymerrt of cash i6 the reporting period, they recorded

as 'memorandulrt' or 'oif--balance' itetns 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' s.,cl'' poj"llents are included in tl're statement of receipts and

paymlnts in the year irr which the paytnents are made'

Budget

The budget is cleveloped on a comparable accounting basis (cash basis), the

Same accounts classification basis (except for accounts receivable - outstanding

imprest and cleararloe accoLlnts and accounts payable - deposits, which are

accounted fbr orr an accrual basis). and for the satne period as the financial

statements. The Pro.iect's budget was approved as required by Law and National

Treasury Regulations. as well as by the participating development partners, as

detailed irr the Government of Kenya BLrdget Printed Estimates for the year' The

Developrnent Projects are budgeted lbr uncler the MDAs but receive budgeted

funds as transfers and accotlnt fbr thern separately. These transfers are

recognised as inter-eutity trarlsfers ancl are elirrrinated upon consolidation'

A high-level assessntertt o1'the Pro.iect's actual perfbrmance against the

cornparable btrclget fbr the flrrarrcial year/period ttncler review has been included

in an annex to these l'tuancial statelnetrts'

i)

j) Third party PaYntents

Included in the receipts alcl payrnents. are payments made on its behalf by to

third parties in form of loaris and grants. These payments do not constitute

cash receipts anc'l paryments ancl are clisclosed in the payment to third parties'

column in the statetnetrt of receipts attcl paytnents'

During the year Kshs - billion being loan disbursements were received in form

of direct pavmetrts from third parties'

9



Horn of lfrico Gutewuy Development Project-SDOT
Reports ancl Finuncinl Stutements
For the.financiul year ended June 30, 2021

SIGNIFICANT ACCOUNTING POLICIES (Continucd)

k) Exchange rate differences

The accounting records are maintainecl irr the firnctional currency of the prirnary
economic environnrent in r,vhich tlre Pro.iect operates, I(enya Shillings.
Trarrsactious in fbreign currencies cluring the ycar/period are converted into the
functional curreltcy using tlte exclrange rates prevailing at the dates of the
transactions. Any fbreign exchange gains and losses resulting from the
settlerlent of such transactions and from the translation at year-end exchange
rates of monetary assets and liabilities clerrornirrated in foreign currencies are
recognised in the staternents of receipts and payrnents.

D Comparative figures

Where necessary comparative figures fbr the previor.rs flnancial year/period have
been amended or reconfigured to conform to the required changes in financial
statement presentation.

nt) Subsequent cvcnts

There have been r1o events subsequent to the flnancial yearlperiod end with a
signifioant irnpact on the flnancial statelnents tor the ycar ended June 30, 2020.

n) Errors

Material prior period errors shall be currected retrospectively in the first set of
financial statelneltts authorized fbr issue after their discovery by: i. Restating the
comparative amounts for prior period(s) presented in which the error occurred;
or ii. If the error occurred before the earliest priorperiod presented, restating tl-re

opening balances of assets, liabilities and net assets/equity for the earliest prior
period presented.
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Horn of Africa Gatewalt Development Proiect-SDOT

Reports and Finunciul
For the finuncial Year

Stulenrcnts
endetl June 30,2021

NOTES TO THB FINANCIAL STATEMENTS

I1.1 RECEIPTS FROM GOVERNMENT OF KENYA

These represent collnterpart firnding and other receipts fi'orn governmellt as fbllows:

1I.2 LOAN FROM I'XTBIINAL DI,VELOPMENT PARTNERS

Receipts from
government of KenYa

58,355,55558.355,5551 8-06-202 I 444,444

lnternational
Development
Association
(lDA)
Total

ll

Amoutrt
Budgeted

Kshs

Autottut
Ilcccived

Kshs

Total atnount
Reccived in

Kshs

2A20-2021
KShs

Nume
Donor

of I)atc
reccivetl

Anrount in
loan
currenc-v(B
uros)

[-orns
received in
cash

Loans
recciv
ed as

dircct
payrle
nt*

KShs KShs
2020m



Horn of Africu Guteway Development Proiect-SDoT'
Reports and Finunciul Slulements
For the.financial )teur ended June 30, 2021

NOTES TO THE FINANCIAL STATEMtrNTS (Continued)

1I.3 PURCHASE OF GOODS AND SERVICES

2020t21 2019t20
Cumulative
to- date

Payments
made by the

IlntiW in Cash

Payment
s made

by third
parties

'I'otnl

Paymcnts

KShs KShs KShs KShs KShs

Utilities,
supplies and

services

Cornmunicatio
n, supplies and

services

Domestic travel
and subsistence

Foreign travel
and subsistence

Printing,
advertising and

information
supplies &
services

Training
payments

Hospitality
supplies and

services

Specialised
materials and

services

Other operating
payments

Total
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Horn of Africa Gateway Development Proiect'SDOT
Reports and Financiul Stutements

For the linunciul year encled June 30, 2021

NOTES TO THE FINANCIAL STATBMENTS (Continued)

11.4 ACQUISITION OF NON-FINANCIAL ASSETS

202012t 2019120

Cumulative
to-date

Payments
m:rcle by the
Entitv in Cash

Paym
ents
rnade
by
third
partio
s

Total
Paymeuts

KShs KShs KShs KShs KShs

Purchase of
vehicles & other
transport
equipment
Purchase of
household
furniture &
institutional
equipment
Contracted
professional
services

Pre-feasibility
studies

Total

t3



Horn of A.frica Gateway Development Pruject-SDOT
Reports und Finunciul Stolenrcnts
For theJinanciul yeur entletl June 30, 2021

NOTES TO THB FINANCIAL STATEMENTS (Continued)

11.5 OTHtrIl GRANTS AND TITANSFERS AND PAYMITNTS

11.6 CASH AND CASH E UIVALENI'S CAR IUBD FORWAIII)

10.8A Bank Accounts

Bank Accounts

KShsI(Shs I(Shs KShs KShs

2020t21 2019/20

KShs KShs
Bank accounts 58.3 55.5 55

Total 58J55J55

Local Currencv Accounts
Central Bank of Kenya [A/c No 1000484306] 5 8.355.555

Total local currency balances 511,355,555

Total bank account balanccs 58,355,555

l1

2019/20
Cumulative

2019nA
Paynrertts

made by the
Entity in Cash

Pn-vments
made by third

narties

Tot:tl
Payme

trts

2019D0 20r8/r9
KShs KShs



Horn of Africa Gateway Devektpment Project-SDOT
Reporls and Financial Statements
For thefinancial year ended June.10, 2021

NOTES TO THE FINANCIAL STATEMENTS (Continued)

1I.7 FUND BALANCE I}IIOUG}IT FORWARD

ADJUSTNIIINTS

Bank accounts 58,355,555

Cash in hand

Cash equivalents (short-term cleposits)

Outstanding imprests arrd acivauces

Total 58,355,555

Receivables

Cash in hand

Cash equivalerrts (short-tel'nr cleposits)

Outstanding imprests anci aclvanccs

Total

l5

202Anl 20{9n0
I(Shs KSb!

2020121 2A$nfr
KShs KShr
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Horn of Africa Gateway Development project-SDOT
Reports and Finuncictl Statements
For thefinancial year enclecl fune 30, 2021

13. PROGRESS ON TOLLOW UP Or PRIOR YEAR AUDITOR'S
RECOMMENDATIONS

The following is the surnmary of issues raisecl by, 11.,. extenral auditor, and management
comments that were provided to the auditor. We have nonrinatecl focal persons to resolve
the various issues as shown below with the associatecl tin:e t'r.arne withiri which we expect
the issues to be resolved.

Reference
No. on the
external
audit
Report

Issue / Observations
from Auditor

Management
comnlents

Focal Point
person to
resolve the
issue (Name
and
desisnation)

Status:
(Resolve
d/Not
Resolved

)

Timeframe:
(Put a date
when you
expect the
lssue to be
resolved)

r$'753
Secretary

,/"d

- ,,#'x;-'..
Project Coordinator

ff
Dnte

l6

I xaa4



Horn of Africa Gateway Development Proiect-SDOT
Reports and Financial Statements
For the Jinancial year ended June 30,2021

ANNEXES

ANNEX _ 1

VARIANCE EXPLANATIONS - COMPARA TIVE BUDGET AND ACTUAL AMOI]NTS

c:a-b d:hlaYoba

Receipts

Transfer fi'om Governtnent
entities
Proceeds frorn domestic and

fbreign gmnts

1.644.445 97ot'o58.355,55560,000.000Proceeds fl'om borrorvitrgs

M iscellaneous receipts

1,644,445 97"h58,355,55560,000,000Total Receipts

Payments

0%

'l'he non-absorption was

due to technical challenges

in procuretnent given the

limited time frame uporl
receipt of funds at the

closure of financial year.60,000.00060,000,000

of goods atrdPurchase
services

Other grants and transfers

0o/o60,000,00060,000,000
Total payments

t

t7

Final Butlqet

Actual on
Comparable
Basis

Budget
Utilization
Difference

"/" of
Utilizati
on Commenls on Variance



Horn of Africa Gateway Development Proiect
Reports and Financial Statements
For the/inancial yeav ended June 30, 2021

ANNEX 3
SUMMARY OF FIXED ASSET REGISTER

(al (c)

Office equipment.
furniture and fittings
Vehicles and other

transport equipment
Contracted profess ional

serv ices

Pre-feasibi lity Studies

Total

a

l8

Opening Cost
(KShs)
2020/21

*Pu rchases/Additions in the
Year

(KShs)
2020121

**Disposals in the
Year

(KShs)
2020121

Closing Cost
(KShs)
2A20Dt

Asset class

ft) (d)= (a)+ (b)-(c)



Horn of Africa Gateway Development Proiect

Reports and Financial
For the Jinancial Year

Statements
ended June 30, 2021

APPPENDICES

i. Bank Reconciliations
ii. Cash Count Certificate
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