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1. PROJECT INFORMATION AND OVERALL PERFORMANCE
1.1  Name and registered office
Name: SOMW Solar Power Plant In Garissa Project
Objective:

The key objective of the project are:

1. To promote development and use of renewable energy technology

by Kenya Electricity Generating Company Limited

2. Toreplace the costly power from the Garissa Diesel Power Station being. mdnaoed ]

lo oh‘er voltaoe and frrfcksupporﬁo areas in the NOIIT] Eas‘feﬁT pa1 ts 6%‘710 counﬁy' >

The project headquarters offices are in Nairobi, Kenya

The address of its ICEDISteled office 1s:

Kawi House Red Closs Road

P.O Box 34585 — 000100,
Telephone: (254) 2341400, 2710955,
E-mail: i info@rea.co ke,

Website: www.rea.co. ke

1.2 Project Information

Project Start Date: The project start date is 21°" August 2015

Project End Date:

The project end date is 20™ August 2022

Project Coordinator:

The project coordinator is Eng. Jonathan Mbutu

Project Sponsor:

The project sponsor is China Exim Bank, through the National
Treasury

1.3 Project Overview

Line Ministry

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

Project number

GCL2015(10)

Strategic goals of the

The strategic goals of the plojeet are as follows:

SRt
o 1

=Fry l l\ IHI TS

S HETHAA f AT -H'rv

J

11) Renewable Eneloy Development Pldnmno and l— nergy Sect01

ha‘ th\l‘\l?\ov‘\f T\. DaYa f‘r\ e

(111) Regional Sustainable Development
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—

(iv) Reliability and energy mix in generation

(v) Environmental & Ecological sustainability

Achieyement of
strategjc goals

I To replace the costly power from Garissa Diesel Power
Station being manged by Kenya lchtuclty Generating

~ Company Limited S
2. To offer vo]taoe and mld support to. thp norther frontier

counties and 1educe cost of clectnuty_wlnlethg

— '*rehabllrt?* ==

Other important
background
information of the
p1 0} ect

As 0 2010, total installed generation capacity in Kenya was
1429MW and power demand was projected to reach 2500MW and
15000MW by 2015 and 2030 1espect1vely

Upon completion, the plant was

| mecting demand of 70000 households in in Kenya equwdlent to 50%

of Garissa town.

the project was

Current situation that

High cost of thermal generation (Garissa Diesel Power Station) to
suppOIt the energy needs of Garisa town and its environs

formed|to-intervene

Project duration

7 years B B

1.4 Bankers

The following are the bankers for the current year:

Nairobi.

1.5 Auditors

Co-operative Bank,
Nairobi Business Centre Branch,
Account No. 01136125016303,

The projegt is audited by the:

Auditor-General,

Office of the Auditor-General.

‘A_nr\l"\iufuﬂ A3z 'r:_:—
BV

= T_T_ﬂ"_‘ HRG & 3
HS

WEL

s_-r;”‘ AL

P.O. Box )0084 O()]OO

Nairobi.
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PROJECT INFORMATION AND OVERALL PERFORMANCE (Continued)

1.6 Roles and Responsibilities

Names and contact details | Title designation Key Qualifications Responsibilities
~ | Eng Jonathan Mbutu | Project  Coordinator | Mechanical —and | Overall coordination of Project |
_ _from May 2020 | Electrical Engincer | activities -
=——rFCarolneKamav—r--————ProjectAccountant—-Bsc—-u——-———1-»—_Propamtionot Finaneial————
0724517005 S Admin(Accounting), Reports_for the project
ckamau(@rea.co.ke - C.P.A(K) — | e Process of project related
payments
China Exim Bank and 1. Project sponsors
Government I | 2. Review and approving
=== - ~ the projects withdrawal |
applications, no
objection requests,
annual work plan and
budget, expenditure
category reallocation
: request:
The Ministry Of Energy 1. Ensures Project’s
- ' - ~ budget is captured in
its development
Projects
2. Disburse the
government

counterpart funding.
Review and track the
Project’s annual work
plan and budget
against the set targets
and makes the
approvals.
4. Oversee the execution
of the project

coordinatine team
=

OS]

== The Auditor =S ——————F—Muandated—to—audit -alt
national government

= ~ == F I W) C T
- SRR TSV e Wi ewoy e ECweEREYa
7

government
development projects
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and  present  these

statutory financial
statements to the
Parliament.

Facilitate ~ submission
of the audited report to
the project’s sponsors
by 31 December cach

T year.

- 1.7 Funding su

The Project is f]
135,784,014 eq

mmary

or duration of Seven (7) years 2015 to June 2022. The total project Cost is US$
livalent to Kshs. 13.578,410,400 as highlighted in the table below:

Vil
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PROJECT INFORMATION AND OVERALL PERFORMANCE (Continued)
1.8 Summary of Overall Project Performance:
1) Budget performance against actual amounts for current year and for cumulative
to-date,
ii) Physical progress based on outputs, outcomes, and impacts since project

- -commencement, — e - I

u1) Comment on value-Tor-money achievements,

1e project.

__iv) Indicate the absorption rate for cach year since the commencement of i

V) List the implementation challenges and recommended way forward.

i)  Budget performance against actual amounts for current year and for

cumulative to-date,
During the year under review, the project received Kshs. Nil against a final budget of
Kshs. Nil and incurred a Nil expenditure against a budget of Kshs. Nil. The projects’

cumulative receipts and payments are Kshs. 13,385,625,939 and Kshs 13,385,625,939

respectively.

i) Physical progress based on outputs, outcomes, and impacts since project

commencement,

Activities  planned for the Activity Implementation Status Narration

reporting period

Preparation of projects designs Designs and surveying of projects Completed

Recruitment of Consultant for the | To supervise the construction of solar Completed

project done project

Recruitment  of  Construction | Preparation of bid, advertisements. Completed

contractor opening of bids, evaluation of bids and

—— ' —awards ol job

2

Submissions —of bonds and | Forthe project | Completed

—onarantecs i o

Site and design files handling | For the project Completed
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over - R -
Payment of advahce For materials both local and forcign Completed o
Factory Acceptance Tests For materials already completed was | Completed
done virtually
Delivery of matgrials For the solar power plant Completed
— Construction-of} the SOMW solar | For the 5 Lots-awarded———————-Completed— —
— pa | - 1
- iii) (fomment on value-for-money achievements - I
The project was completed and commissioned in November 2018. It is operational and
the power produced by the plant is connected to the grid. T he intended purpose of the
 projedt was achieved and revenue generated being channelled towards repayment of
the lopn.
iv)  Absorption rate for each year since the commencement of the project.
The decumulated absorption rate is 98% compared to the disbursement plan this was
due fo low budget allocation granted by the National Treasury. As at to date the
finantiers have disbursed USD 127,478,034 against a commitment of USD
135,784,014.
v)  Implementation challenges and recommended way forward.
a) The project implementation was delayed due to inadequate allocation of funds in
he financial year 2018/2019. Continued lack of allocation has given rise to
pbending bills.
b) [The project is facing a land ownership problem with the community. This can be
esolved by involvement of lands boards.
1.9 Sum%nary of l’l';)ject Combiiancé: 7 )
= —Ffiere T dTe o S TRiCaTT Cases ot ormcomptinneewithnppHeabletasaard-regmtations:
and esseitial external financing agreements/covenants.
|
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2. STATEMENT OF PERFORMANCE AGAINST PROJECT’S -
PREDETERMINED OBJECTIVES

Introduction

Section 81 (2) () of the Public Finance Management Act, 2012 requires that, at the end of

cach financial year, the Accounting Officer when preparing financial statements of each

~——— National Government entity in accordance with the standalds* and formats prescnbed byThe o

Public Sector Au,ounlmg> Standards Board includes a statemem of the ndtlonal oovcmment

umty S pmfmmance against iédctégnill@gl,,Ol}',,e,ctivesl —

The key Development Objective of the project’s 2015-2022 plan are to:

(1) To increase access to safe and sustainable electricity towards the ICdllsatIOl] 01‘

- country’s economic blueprint, Vision 2030
(i) Renewable Energy Development Planning and Energy Sector Development
Direction

(iii) Regional Sustainable Development

(iv)Reliability and energy mix generation

(v) Environmental & Ecological sustainability

Progress on attainment of strategic development objectives

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

progress on attaining the stated objectives:

XI1
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Project Objective Outcome Indicator Performance
50 MW Solar | ].To promote | Connection  to | Power generated | 334.865.13 Power

Power

Plant

in Garissa

development and use of

tenewable energy
fechnology

2.To replace the costly |

national grid

using renewable

energy

enerated in the

2021/2022 FY

power [rom the Garissa

| Dicsel

[lectricity Generating

Company Limited.

being managed by Kenya |

'l

prid support to the areas
in the North Eastern parts

pf the country

D.To offer voltage and |

X111



SOMW Solar Power Plant In Garissa Project b .
Annual Report and Financial Statements for the financial year ended June 30, 2022

3. ENVIRONMENTAL AND SUSTAINABILITY REPORTING -
The project exists to transform lives. This is our purpose; the driving force behind
everything we do. It’s what guides us to deliver our strategy. Below is a brief highlight of
our activities that drive towards sustainability.

1: Sustainability strategy and profile

The Corporation is-committed t(—)fpromoling%s—ustainable—environmental management andf*’”

utlll/atlon of natural resources to Gencmte 90010 LCOI]OID]C bcnd]ts Measums were pul m

'placc n 2019/202() tq Cllblll sustanmblc enelgy 1esoulce manaoementm Amon

include: Implementation of the Energy Act 2019 through development and review of
various regulations (in draft form) that guides on sustainable utilization of energy

resources; Formulation of Kenya Energy Efficiency and Conservation Strategy and Bio-

‘energy strategy (which aims to promote the development and utilization of bio-energy
resources in Kenya in a sustainable manner) both of which are at draft stage; among others.
Other strategies put in place include protection of riparian land and reforestation of hydro

dam catchment areas through direct involvement and also supply of seedlings to the

communities living in project areas.

8 Environmental performance
The project was screened by the Corporation through a consultant procured for

Environmental Impact Assessment and accepted.

B Employee welfare
The policies that guides the Corporation on recruitment includes: PSC Recruitment and
Selection policy; Delegation of PSC HRM Functions to the Cabinet Secretary, July 2018;
Framework for Short Term Employment in the Public Service, May 2019 and Human

Resources Policies and Procedures Manual for the Public Service, May 2016. This enabled

the- 'Lmyumuuﬁ tor [JLUUIULC common—cadreunder—the deter c!LLLI POWCTS dS Uumcu DV me

policy taking into consideration gender and 1‘egiona] balance.

— Ergr—alerb e = S e o S ey ) e = 1
PQIE=SICHIS - HIRProVe e —=and-—- earcer—proetresston—the corpotratton—rs—gtracd oy Hanrarn

L |

Resource Development Policy for the Public Service. June 2015 and Guidelines on
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Managing| Training in the Public Service. This enabled the Corporation to conduct

individual trainine programmes required for carcer progression/promotion and those

required if

cadres.

The Corp

the Schemes of Service foe various cadres and also group trainings for various

ration ensured that all staff were put on Performance Appraisal System (PAS) as
p pp y

——guided-byguidelines tbt:lmpl'emcntation of Performance Reward and Sanctions-in-the

l’ubllc Su vice and also l’ulonnance Rcwards and b'mcuons Ilamewom

reference

1lilé' Cmpmahqnﬂhas developcd 1ts own chupatlonal Safefy and Uedtr Irollcy with

to made Occupational Safety and Health, ACT of 2007. A Corporation

Committee on Occupational Safety and Health is in place which ensures adherence to

OSHA anfl safety and security of the staff and Corporation properties.

4. Marlket Place Practices

a)  Responsible Supply chain and supplier relations-

Pr

bcurement undertaken in  compliance with the financiers Procurement

Regulations as per Section 3.7 of the regulations.

b)  Responsible ethical practices

Ensuring suppliers are given sufficient time to respond. Provide extensions in even

oflc

larifications lead to substantial changes to bidding documents.

¢) Regulatory impact assessment

We have to ensure adherence to NEMA in Project implementation is undertaken

and as well as pursuing “‘green procurement’ to ensure that suppliers who value

=2

t

5. Com

e environment are encouraged.

munity Engagements

The Corporation has carried out the following measures to ensure acceptance of the

v ES
projyeets—y

in place 1

hechanism for engagement of the people during project 'implemeﬁtétidh."Among

- — - I e e e e S, . S AR e e
=1 "

et rarahratoa St ke holders=Coordinatorcommittees—and=rote=oul

tem-in > Tre Hatran= S=aRE=EOHRE—OLH

of Commeity engagement strategy and policy.

XV
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In addition, the Corporation continued to ensure that local communities were considered
for jobs during the implementation of the energy projects. Local communities were also

involved during land acquisition.

XVi
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Power Plant In Garissa Project

4. STA'l
The Ch

HMENT OF PROJECT MANAGEMENT RESPONSIBILITIES

ief Executive Officer, Rural Electrification and Renewable Energy Corporation and

the Projegt Manager are responsible for the preparation and presentation of the Project’s

financial lstatements, which give a true and fair view of the state of affairs of the Project for

and as at fthe end of the financial year ended on June 30, 2022.

— This resy

onsibility includes: maintaining adequate financial managementarrangement 41 S

ensurin

gf that these continue to be effective throughout the reporting period; maintaining

ccountine records. which disclose with reasonable accuracy at any time the

financial position of the project, designing, implementing and maintaining internal controls

relevant|to the preparation and fair presentation of the financial statement, and ensuring

that they are free from material misstatements, whether due to error or fraud; safeguarding

the assg

making [accounting estimates that are reasonable in the circumstances.

The Chief Executive Officer and the Project Manager for S0MW Solar Power Plant Project

accept

fesponsibility for the Project’s financial statements, which have been prepared on the

ts of the project; selecting and applying appropriate accounting policies and

Cash Basis Method of Financial Reporting, using appropriate accounting policies 1n

accordance with International Public Sector Accounting Standards (IPSA).

The Chief Executive Officer and the Project Manager for S0MW Solar Power Plant Project

are of the opinion that the Project’s financial statements give a true and fair view of the state

of Proj
financi
further
have b
adequd

The C

bet’s transactions during the financial year ended June 30, 2022, and of the Project’s
hl position as at that date. The Chief Executive Officer and the Project Manager for
confirm the completeness of the accounting records maintained for the Project, which
een relied upon in the preparation of the Project financial statements as well as the

cy of the systems of internal financial control.

hief Executive Officer and the Project Manager for SOMW Solar Power Plant Project

confirm that the Project has complied fully with applicable Government Regulations and the

= S e —

year u

Ters fof exXTernal fimancing coverants, and that Project funds-recetvedduring-the—finanetat

nder audit were used for the eligible purposes for which they were intended and were

————— —propefly dccountcd 1or- - s -

X Vil
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Approval of the Project Financial Statements -
The Project financial statements were approved by the Chief Executive Officer and the

Project Manager for 50MW Solar Power Plant on 7 2022 and

signed by them.

1an Mbutu _ Caroline Kamau

Officer Project Manager Project Accountant

XViil



REPUBLIC OF KENYA

Telephone: +254-(20) 3214000 HEADQUARTERS
E-mail: info@oagkenya.go.ke Anniversary Towers
Monrovia Street

Website: www.oagkenya.gg.ke
OFFICE OF THE AUDITOR-GENERAL P.O. Box 30084-00100

Enhancing Accountability e

REPORT OF| THE AUDITOR-GENERAL ON KENYA DEVELOPMENT OF SOLAR
POWER PLANT IN GARISSA PROJECT (GCL NO.2015(10) FOR THE YEAR ENDED
30 JUNE, 2022 - RURAL ELECTRIFICATION AND RENEWABLE ENERGY
CORPORATION

PREAMBLE

| 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, gazette notices, circulars,
guidelines pnd 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 Internal Controls, Risk Management and Governance which
considersolhnow 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 control, risk management and governance systems
are properly designed and were working effectively in the financial year under review.

The three parﬂs of the report are aimed at addressing the statutory roles and responsibilities
of the AuditorrGeneral as provided by Article 229 of the Constitution, the Public Finance
Management Act, 2012 and the Public Audit Act, 2015. The three parts of the report, when
read together constitute the report of the Auditor-General.

REPORT ON|THE FINANCIAL STATEMENTS
Qualified Opinion

| have audited the accompanying financial statements of Kenya Development of Solar
Power Plant in Garissa Project set out on pages 1 to 32, which comprise of the statement
of financial assets as at 30 June, 2022, and statement of receipts and payments,
statement of ¢ash flows and the statement of comparative budget and actual amounts for
the year thep ended, and a summary of significant accounting policies and other

Report of the Auditor-General on Kenya Development of Solar Power Plant in Garissa Project (GCL No.2015(10)
Jor the year ended 30 June, 2022- Rural Electrification and Renewable Energy Corporation




explanatory information in accordance with the provisions of Article 229 of the
Constitution of Kenya and Section 35 of the Public Audit Act, 2015. | have obtained all
the information and explanations which, to the best of my knowledge and belief, were
necessary for the purpose of the audit.

In my opinion, except for the effects of the matter described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of Kenya Development of Solar Power Plant in Garissa
Project as at 30 June, 2022, and of its financial performance and its cash flows for the
year then ended, in accordance with International Public Sector Accounting Standards
(Cash Basis) and comply with the Financing Agreement No. 2015(10) dated
31 August, 2015, between the Export Import Bank of China and the Government of the
Republic of Kenya and the Public Finance Management Act, 2012.

Basis for Qualified Opinion
Disputed Ownership of Land for the Solar Power Plant

Review of financial records for the Project revealed that Kshs.13,385,625,939 was
incurred in the construction of a 50 MW Solar Power Plant during the financial year
2019/2020. However, the land on which the power plant is located was claimed by a
Community Trust Group. Further, the group had instituted a legal suit against Rural
Electrification and Renewable Energy Corporation (REREC) seeking to be compensated
for the 220 acres of land.

According to Management, compensation to the affected community was to be done
through the County Government of Garissa. However, the payment from the County
Government was rejected by the Trust Group who sought to be compensated directly by
REREC. In addition, the amount claimed by the Trust Group was not quantified.

In the circumstances, the ownership and valuation of the Solar Power Plant currently
valued at Kshs.13,385,625,939 could not be confirmed.

The audit was conducted in accordance with International Standards of Supreme Audit
Institutions (ISSAIs). | am independent of the Kenya Development of Solar Power Plant
in Garissa Project Management in accordance with ISSAI 130 on Code of Ethics. | 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. | believe that the audit evidence | have obtained is sufficient and appropriate to
provide a basis for my qualified opinion.

Key Audit Matters

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

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the matter described in the Basis for Conclusion on Lawfulness and

Report of the Auditor-General on Kenya Development of Solar Power Plant in Garissa Project (GCL No.2015(10)
for the year ended 30 June, 2022- Rural Electrification and Renewable Energy Corporation
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Effectiveness in Use of Public Resources section of my report, | confirm that, nothing else
has come to my attention to cause me to believe that public resources have not been
applied lawfully and in an effective way.

Failure to Pay Pending Bills

Note 12 to the|financial statements reflects pending bill balance of Kshs.15,570,404 due
to a contractar which had been brought forward from the financial year 2020/2021.
Management did not explain why the pending bill was not budgeted for or paid during the
year in compliance with the Treasury Circular No. 10-2020 of 16 June, 2020; Ref
DGIPE/A/1/80| requiring prioritization of pending bills by State Corporations and Semi-
Autonomous Government Agencies, and Section 42(1)(b) of the Finance Management
Act, 2012 which requires debt service payments to form first charge.

In the circumstances, Management was in breach of the law.

Basis for Conclusion

The audit was conducted in accordance with ISSAI 4000. The standard requires that |
comply with ethical requirements and plan and perform the audit to obtain assurance on
whether the activities, financial transactions and information reflected in the financial
statements are in compliance, in all material respects, with the authorities which govern
them. | believe that the audit evidence | 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(1)(a) of the Public Audit Act, 2015, based on the audit
procedures performed, | 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

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

Responsibilit

Management
statements in
Basis) and fqg
necessary to €
misstatement,
the internal co

es of Management and those Charged with Governance

s responsible for the preparation and fair presentation of these financial
accordance with International Public Sector Accounting Standards (Cash
r maintaining effective internal control as Management determines is
nable the preparation of financial statements which are free from material
whether due to fraud or error and for assessment of the effectiveness of
ntrol, risk management and overall governance.

Report of the Audi
for the year ended

or-General on Kenya Development of Solar Power Plant in Garissa Project (GCL No.2015(10)
B0 June, 2022- Rural Electrification and Renewable Energy Corporation
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In preparing the financial statements, Management is responsible for assessing the
Project’'s ability to continue to sustain its services, disclosing as applicable, matters
related to sustainability of services and using the applicable basis of accounting unless
Management is aware of the intention to terminate the Project or cease operations.

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

In 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 Management monitors compliance
with relevant legislative and regulatory requirements, ensuring that effective processes
and systems are in place to address key roles and responsibilities in relation to overall
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 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 ISSAIls
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.

In 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 which 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, | consider internal control in order to give an assurance on the effectiveness
of internal controls, risk management and overall 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 ISSAIls. A material weakness is a condition in
which the design or operation of one or more of the internal control components does not

Report of the Auditor-General on Kenya Development of Solar Power Plant in Garissa Project (GCL No.2015(10)
Jfor the year ended 30 June, 2022- Rural Electrification and Renewable Energy Corporation
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reduce to a re
amounts whic
may occur and
of performing 1

Because of
misstatements
effectiveness
inadequate be
policies and pr

As part of ar
judgement ang

latively low level, the risk that misstatements caused by error or fraud in
h would be material in relation to the financial statements being audited,
not be detected within a timely period by employees in the normal course
heir assigned functions.

ts inherent limitations, internal control may not prevent or detect
and instances of non-compliance. Also, projections of any evaluation of
to future periods are subject to the risk that controls may become
cause of changes in conditions, or that the degree of compliance with the
ocedures may deteriorate.

1 audit conducted in accordance with ISSAIs, | exercise professional
I maintain professional skepticism throughout the audit. | also:

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

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 applicable basis
of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions which may cast significant doubt
on the Project’s ability to continue to sustain its services. If | conclude that a material
uncertainty exists, | 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 tg 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 which 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 | consider necessary in the circumstances.

| communicate
and timing of t
in internal con

with the Management regarding, among other matters, the planned scope
e audit and significant audit findings, including any significant deficiencies
rol which are identified during the audit.

Report of the Audit
for the year ended ]

or-General on Kenya Development of Solar Power Plant in Garissa Project (GCL No.2015(10)
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| also provide Management with a statement that | have complied with relevant ethical
requirements regarding independence and communicate with them all relationships and
other matters which may reasonably be thought to bear on my independence and where
applicable, related safeguards.

% ~
CPA a , CBS
AUDITOR-GENERAL

Nairobi

07 December, 2022

Report of the Auditor-General on Kenya Development of Solar Power Plant in Garissa Project (GCL No.2015(10)
for the year ended 30 June, 2022- Rural Electrification and Renewable Energy Corporation
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S50MW Solar Pc
Annual Report

wer Plant In Garissa Project

ind Financial Statements for the financial year ended June 30, 2022

7. STATEMENT OF FINANCIAL ASSETS AS AT 30" JUNE 2022

Note 2021-2022 2020-2021
KShs KShs
FINANCIAL ASSETS
Cash and Cash|Equivalents
Bank Balances 11.A i )
————Cash Balances e I.B = - = . R
Cash Equivalents (short term deposits) -~ 11.C e - 2
Tand[cash equivalents— T —————e— — —
Accounts receiviibles — Imprest and Advances 12 i )
TOTAL FINANCIAL ASSETS ) )
~ FINANCIAL LIABILITIES - = = e—
Payables-Deposits and Retentions 13
REPRESENTED BY
Fund balance b/twd 14 ) 19.984.003
Prior year adjustments 15 i i
Surplus/Deficit for the year . 19,984,093

NET FINANCI

The accounting
of the financial
and signed by:

AL POSITION

statements. The financial statements were approved on

2022

C
lf\\{\ Y W L /
‘ < _—
CPA Peter Mbugua Eng. Jonathan Mbutu Caroline Kamau
Chief Executive pfficer Project Manager Project Accountant

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

T A e

S— — I C L AUV CrINOS
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SOMW Solar Power Plant In Garissa Project
Annual Report and Financial Statements for the financial year ended June 30, 2022

8. STATEMENT OF CASHFLOW FOR THE YEAR ENDED 30™ JUNE 2022

Description
Note 2021-2022 2020-2021
KShs KShs
CASHFLOWS FROM OPERATING ACTIVITES
Receipts
Transfer from Government entities
Proceeds from domestic and foreign grants
——Miscellancous receipts s ——
. _Total Receipts I _ R . _ -

oo —

Payments
f‘Cﬁiﬁﬁeﬁgfﬁdh,bfcﬁf]jl(),yees — 5 — ———

_ Purchase of goods-and-services — 6 — —

— Social security benefits 7 . : - —
Transfers to other government entities 9 - 19,980,013
Other grants and transfers 10 - 4,080
Total Payments
Adjustments during the year

Ririor-vearadistimente
HHSHNe RS

Decrease/ (increase) in accounts receivables 16 - -
Increase/(decrease) in accounts payable 17

Net cash flow from operating activities - - 19,984,093

CASHFLOW FROM INVESTING ACTIVITIES
Acquisition of non-financial assets 8 - (693,352,591)

Net cash flows from Investing Activities - (693,352,591)

———————  CASHFLOW FROM FINANCING ACTIVITIES
Proceeds from foreign borrowings 693,352,591

(93]
i

Net cash flow from financing activities - 693,352,591

NET INCREASE IN CASH AND CASH A
EQUIVALENT . (I2:284022)
Cash and cash equivalent at beginning of the Year 11 - 19,984,093

Cash and cash equivalent at end of the Year Il - -

The accounting policies and explanatory notes to these financial statements form an integral part
of the financial statements. The entity financial statements were approved on 2022
and signed by:

(%)
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SOMW Solar Power Plant In Garissa Project
Annual Report and Financial Statements for the financial year ended June 30, 2022

10. SIGNIFICANT ACCOUNTING POLICIES
The principal accounting policies adopted in the preparation of these financial statements
are set out below:

10.1  Statement of compliance and basis of preparation
The financial statements have been prepared in accordance with Cash-basis IPSAS

~financial reporting 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 include 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.

102 Reporting entity
The financial statements are for the Project SOMW Solar Power Plant Project under the
National Government of Kenya. The financial statements are for the reporting entity

Project SOMW Solar Power Plant as required by Section 81 of the PFM Act, 2012 .

10.3 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.
10.4 Recognition of receipts
The Project recognises all receipts from the various sources when the event occurs, and the
related cash has actually been received.
i) Transfers from the Exchequer
Transfer from Exchequer is recognized in the books of accounts when cash is received.
Cash 1s considered as received when payment instruction is issued to the bank and

notified to the receiving entity.

11) External Assistance

External assistance is monies received through grants and loans from multilateral and

briaterat (it‘V(:‘i()pm("ﬂl Parters.—— - —

N
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SIGNIFICAN’

I' ACCOUNTING POLICIES (CONTINUED)

iii) Other receipts

These

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

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

~gtatements at the time associated cash is received.

Cash 1s cq

s of accounts when cash is received.

nsidered 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 grg

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

value datg
V)
Borrowin

may take

indicated on the payment advice.

Ei’roceeds from borrowing

b includes external loans acquired by the Project or any other debt the Project

=

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

were rece
vi) |
These are
to fundin
satisfied
continue {
in the fun
10.5 I
The Projd

actually bg

i) Con

ved.

Undrawn external assistance

loans and grants at reporting date as specified in a binding agreement and relate
o for the Project currently under development where conditions have been
or their ongoing satisfaction is highly likely and the project is anticipated to
o completion. An analysis of the Project’s undrawn external assistance is shown
ling summary.

Recognition of payments

ct recognises all payments when the event occurs, and the related cash has
ren paid out by the Project.

npensation to cmployecs

Salaries a

the period

when the compensation is paid.

0 Wages, Allowances, STatutory Contribution for employees are Tecogmzed T

6




SOMW Solar Power Plant In Garissa Project
Annual Report and Financial Statements for the financial year ended June 30, 2022

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

ii)  Use of goods 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.

i) Interest on borrowing

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

incur and paid for.

iv) Repayment of borrowing (principal amount)
= Fhe-repa; tot-principalamount-of-borrowing-is-recognized-as-paymentin-the-periodar———

which the repayment is made. The stock of debt is disclosed as an annexure to the
consolidated financial statements.

V) Acquisition of fixed assets
‘Fhe-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.

10.6 In-kind donations

[n-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,

£ A, 3 J

L WP
A
L

Vhere —the —hnancia

I
VHHC— e Vea— o — i

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.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

) al‘ﬁé’a’dlly convemblc, to known amounts of msh and are subject to mswmhcant risk 01

10.7 (Cash and cash equivalents

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

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

changjus in value. Bank account balances include dmounts hcld at the Cenhal Bank of -

ggg_%ﬂ veuﬁlwgmm&aal_b&m;&at_d;&w@ =t

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

term cash 1mp1ests and advances to authorised public officers and/m 1nst1tut10ns Wlnch

were not urrendered or accounted for at the end of the financial yea1

10.8 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 peuod This cash is limited for direct

use as required by stlpulatlon Amounts maintained in dep051t bank accounts are restricted

for use in refunding third part deposits.

10.9 Imprests and Advances

For the pyrposes 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 thel imprest payments are recognized as payments when fully accounted for by the
imprest of AIE holders. This is an enhancement to the cash accounting policy. Other

accounts rleceivables are disclosed in the financial statements.

10.10 Contingent Liabilities

A _contingent liability is:

a) A possﬂ)le obl1gat10n that ‘arises from past events and whose existence will be

conﬁxmed only by the occurrence or non-occurrence ot one or more unceltam tutme

b) A present obligation that arises from past events but is not recognised because:
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED
1) It is not probable that an outflow of resources embodying economic benefits or
service potential will be required to settle the obligation; or
11) The amount of the obligation cannot be measured with sufficient reliability.
Some of contingent liabilities may arise from: litigation in progress, guarantees,

o - mdcmm‘ucs Lutms ofcom[onl/ Support, insurance, Pubhc PuvTc Par [nushlps

lhc Lmlty docs not. mcos,nue a commgcnl labllxty bul dls(,loscs d6t2111§ ot any

resources embodying economic benefits or service potential is remote.
Annex 5 of this financial statement is a register of the contingent liabilities in the year.

10.11 Contingent Assets

Jhc hmlty does not recognize a contmoent asset but dlscloses detalls of a poswble asset

whose existence is contingent on the occurrence or non-occurrence of one or more
uncertain future events not wholly within the control of the Entity in the notes to the

financial statements. Contingent assets are assessed continually to ensure that

developments are appropriately reflected in the financial statements. 1f it has become
virtually certain that an inflow of economic benefits or service potential will arise and the
asset’s value can be measured reliably, the asset and the related revenue are recognized in
the financial statements of the period in which the change occurs.
10.12 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’ When the pending bills are finally settled, such payments are included in the

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

9
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Significa

10.13 ]

The budg
classificat

accounts

~for the sgme period as the financial statements. The Project’s budget was approved as

1t Accounting Policies (Continued

Judget

et is developed on a comparable accounting basis (cash basis), the same accounts
ion basis (except for accounts receivable - outstanding imprest and clearance

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

required

as by the participating

by Law and National Treasury Regulations, as well

for the y
budgeted

ar. The Dcvclopmcnf Projects are budgeted for under the MDAs but receive

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.

10.14

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.

direct pay
10.15

I

During the year, Kshs Nil being loan disbursements were received in form of
ments from third parties.

xchange rate differences

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

environmdnt in which the Project operates, Kenya Shillings. Transactions in foreign

currencies

exchange

losses res

during the year/period are converted into the functional currency using the

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

dlting from the settlement of such transactions and from the translation at year-

recognised

end exchange rates of monefary assefs and labilifies denominated in 'Iorelgn currencies arce

in the statements of receipts and payments.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED

10.16 Comparative figures
Where necessary comparative figures for the previous financial year/period have been
amended or reconfigured to conform to the required changes in financial statement

A ‘presentati'on‘; .

10.17 Sﬁbsequent events

~impact on the financial statements for the ye;& ended J uneﬁ30, 2022.
10.18 Prior period adjustments
Prior period adjustments relate to errors and other adjustments noted arising from previous

~ year(s). Explanations and details of these prior period adjflstments are présentéd in note 15

of these financial statements
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11. NOTE$ TO THE FINANCIAL STATEMENTS

1. Transfers from Government entities

These represen

counterpart funding and other receipts from government as follows:

Description

Ko

Cumulative to
date (from

Cinceptiom) — |

2021-2022

Counterpart fu

ds Quarter |

Counterpart funds Quarter 2

Counterpart funds Quarter 3

Counterpart fun

ds Quarter 4

S T e e e ———————— —_—————————
Other transfers from government entities
Acquisition of non-financial assets - - 55,530,065
—Fotal—— S - — —55;530,065"

“Other transfe

government’s sl

the Project Agréeement.

rs from government entities” is not the counterpart funding which is the

hare of contribution towards the implementation of the project as mandated by
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SOMW Solar Power Plant In Garissa Project

Annual Report and Kinancial Statements for the financial year ended June 30, 2022

NOTES TO THE FINANCIAL STATEMENTS (Continued)

11. Cash And Cale equivalents
5 2021-2022 2020-2021
Description
KShs KShs

Bank accounts (Note{11.A) S — — - e = ,1 9’98i09390 =
- ‘Cash in hand (Note 1j1.B) - = - - - - : .
~  [Cash €illlVﬁl€£’[S (sh hri-term deposits);(N(;ie ll.C) T - =

Total - 19,984,093.00

ojectimplementation-arca— =
11. A Bank Accounts
Description 2021-2022 2020-2021
KShs

KShs

- =
CCOUIS ——

I

Total foreign curren

cy Balances

Local Currency Acc

punts

Co-operative Bank of

Kenya (A/c No.01136125016303 -

Total local currency

balances

Total bank account balances

Project Bank Accoun

S

1
% —

— =53 +—1 FEY
TIICTTOJCCUTTAS"UTIT ALY

R readorrttE TR e B Taeet
LOTTTSPICaCWITIOTT OGP OFCt L

Special Deposit Accounts

—  TheProjectdid nmotop

. . :
ate a speciat deposit account as at 30" fune 2022




SOMW Solar Power Plant In Garissa Project

Annual Report and Financial Statements for the financial year ended June 30, 2022

NOTES TO THE FINANCIAL STATEMENTS (Continued)

11 B Cash in hand

Description 2021-2022 2020-2021
KShs KShs
LLocation - -
Total :meh ir:hu:ul l\nl;nnae — = = -
11 C  Cash equivalents (short-term deposits)
Description 2021-2022 2020-2021
KShs KShs
Kenya Commercial Bank i i
Co-Operative Bank of Kenya ) ]
| Others (specifi) | e : :
Total cash equivalents i i
12.  Imprests and Advances
Description 2021-2022 2020-2021
KShs KShs

Government Imprest and Advances

Salary advances

Total

o
()




SOMW Solar Ppwer Plant In Garissa Project
Annual Reportjand Financial Statements for the financial year ended June 30, 2022

NOTES TO THE FINANCIAL STATEMENTS (Continued)

12b: Breakdown of Imprests and Advances

Name of Officér or Amount Due Date of Amount Balance 2022 Balance
Institution Taken Surrender Surrendered 2021
o Kshs . 7Kshs o Kshs - }{shs e KSh,S,,
Officer - ; = == — =
ofee . | | - - T @
Programme | | i i = i G
Total ] ] ] ]

13.  Deposits and Retention Monies

Retention - — — — =t —

Deposits

Total - -

14. Fund Balance Brought Forward

Bank aécounts - 19,984,093

Cash in hand e -

Cash equivalentp (short-term deposits) - -

()ntrctranling mprests-and-advances - -

Total , , . 19,984,093




SOMW Solar Power Plant In Garissa Project K
Annual Report and Financial Statements for the financial year ended June 30, 2022

NOTES TO THE FINANCIAL STATEMENTS (Continued)

15.  Prior Year adjustment

1 Bank account Balances

| Cashinhand — e r

Receivables

Others (specify)

rawwan &
otar

16.  Changes in Receivable

Opening Receivables as at 1% July 2022 - -

Closing account receivables as at 30™ June 2022 - -

Change in Receivables - -

17.  Changes in Accounts Payable

Deposit and Retentions as at 15 July 2022

Closing accounts payables as at 30" June 2022 - -

Change 1n payables B ” - -

[§]
()]



S50MW Solar Power Plant In Garissa Project
Annual Report gnd Financial Statements for the financial year ended June 30, 2022

12. OTHER IMPORTANT DISCLOSURES

1. Pending

ccounts Payable (See Annex 3a)

buildings

FIVil WOTKS

15,570,403

- | 15,570,403

Total

15,570,403

- 15,570,403

2. Pending

Senior managem

ent

aff Payables (See Annex 3b)

Middle managen

nent

Union employee

]

Others

Total




SOMW Solar Power Plant In Garissa Project
Annual Report and Financial Statements for the financial year ended June 30, 2022

OTHER IMPORTANT DISCLOSURES (Continued)

3. Other Pending Payables (See Annex 3¢)

~Amounts due to National -

' Government entities

iianUI'ltS Eiue to ?%OUD'L}'

= —————Geveramenrentrier—— | —————— : —_—

= ——— At toetisied e : e
27X Unto U o ornnrcr
parties
.
Total - - - -

4. External Assistance S ————— =

External assistance received as grants R R .

External assistance received as loans

External assistance received in kind- as payment
by third parties

Total - -

a). External assistance relating loans and grants

External assistance received as loans - -
External assistance received as grants - -
Fotal = =




SOMW Solar Power Plant In Garissa Project

Annual Report gnd Financial Statements for the financial year

ended June 30, 2022

OTHER IMPORTANT DISCLOSURES (Continued)

b) Undrawn external assistance

| Undrawn external assistance - loans

Undrawn external assistance - grants

— Constraction |~

114374061 |

_ 114374061 ]

Total

114,374,061

114,374,061

¢) Classes of praviders of external assistance

Multilateral donqrs. S

Bilateral donors

International assistance organization

NGOs

National Assistance Organization

Total




SOMW Solar Power Plant In Garissa Project
Annual Report and Financial Statements for the financial year ended June 30, 2022

OTHER IMPORTANT DISCLOSURES (Continued)

d. Non-monetary external assistance

Goods

| Services , o _ _ B R R .

——— ':,;T()ta;L:, ———— — _7’ = 77 e e

e  Purpose and use of external assistance

Compensation to employees

Use of goods and services

— [ Subsidies - - » — - - = : B

Transfers to other Government entities

Other grants and transfers

Social Security benefits

Acquisition of assets

Finance Costs including loan interest

Repayment of principal on domestic and foreign
borrowing
Other payments

Total




50M W Solar P
Annual Report

pwer Plant I Garissa Project
ind Financial Statements for the financial year ended June 30, 2022

OTHER IMPQRTANT DISCLOSURES (Continued)

This relates to ¢

the entity.

f. External Assistance paid by third parties on behalf of the Entity by Source

xternal assistance paid directly by third parties to settle obligations on behalf of

International ass

istance organization- China ' e

Exim Bank _
Total
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