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I.

1.1

PROJECT INFORMATION AND OVERALL PERFORMANCE

Name and registered office
Name

The project’s official name is National Urban Transport Improvement Project.

Objective
The key objective of the project is

Improve the efficiency of the road transport along the northern corridor

Improve the institutional capacity and arrangements in urban transport sub-sector

Promote public sector participation in the operation, financing and management of transport
system

Address

The project headquarters offices are in Nairobi, Nairobi County, Kenya.

The address of its registered office is:

Kenya Railways Headquarters

LR No. 209/11954/2

Haile Selassie Avenue/Workshop Road
P. 0.BOX 30121-00100

Contacts: The following are the project contacts

Telephone: (254) 020-2221211
Website: www.krc.co.ke
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PROJECT INFORMATION AND OVERALL PERFORMANCE (Continued)

1.2 Project Information

rProject Start Date:

The project start date is 26.12.2012

Project End Date:

The project end date is 31.12.2018

Project Manager:

The project manager is Eng. Mucemi Gakuru

Project Sponsor:

The project sponsor is World Bank

1.3 Project Overview

Line Ministry/State
Department of the

project

The project is under the supervision of the Ministry of
Transport and Infrastructure, Housing and  Urban

Development -MoTI-HUD.

Project number

P126321

Strategic goals of the

project

The strategic goals of the project are as follows:

(i) Improve efficiency of the road transport along northern
corridor

(ii) Improve the institutional capacity and arrangements in
the urban transport sub- sector

(iii) Promote private sector participation in the operation,
financing and management of transport systems

Achievement of

strategic goals

The project management aims to achieve the goals through the

following means:

(i) Carrying out feasibility studies and detailed designs;
and preparing the necessary bidding documents for
construction of selected commuter rail systems in
Nairobi and other major towns through provision
of technical advisory services required for that

purpose.

(ii) Preparing bidding and contract documents for the
selection of private sector operators providing
commuter rail operations and associated services;
through provision of advisory services required for
that purpose.

(iii)Supplying and installing information systems (IT) and

it
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building the capacity of KRC in IT. management of
private sector involvement, planning, management
of contracts including for concessionaires; and
other oversight functions: all through provision of
goods, training and services required for that

purpose.

Current situation that
the project was formed

to intervene

The project was forimed to intervene in the following arcas:

(1)

(i)

Have feasibility and detailed engineering design and
studies for commuter rail in Nairobi, Mombasa and
Kisumu cities

Have technical assistance and advisory services
related to the services of Nairobi, Mombasa and
Kisumu Commuter rail.

(iii) Have capacity building by Training of Staff.

Project duration

The project started on 26. 12 .2012 and is expected to run

until 31. 12. 2018
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PROJECT INFORMATION AND OVERALL PERFORMANCE (Continued)
14 Bankers

The following are the bankers for the current year:
i Special Account:
NCBA Bank Kenya
NUTRIP- Project E-(KRC)-MAIN

ACCOUNT NO. 6968530013

i Principal Bankers:
NCBA BANK KENYA
USD A/C NO.1001004057
KSH A/C NO.2178860056
Masaba Road Branch, Upper hill
P.O. Box 44599, 00100
NAIROBI

1.5 Auditor

The project is audited by the Office of the Auditor General.

Auditor General

Office of the Auditor General
Anniversary Towers

P.O. Box 30084-00100
NAIROBI
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PROJECT INFORMATION AND OVERALL PERFORMANCE (Continued)

1.6

Roles and Responsibilities

[he team responsible of the project management and coordination functions are as tabulated below:

Names

Title

designation

Key

qualification

Responsibilities

Eng Mucemi Gakuru

Program
Coordinator

BSC (Electrical Eng.)
PhD(Electrical Eng.)
Registered
Eng.(EBK)

-Overall management and
monitoring of all projects
-Undertake contract
negotiations

-Ensure reports are
prepared and submitted on
time

-Liaise with bank on
project activities

Attend POC and PITL
briefings and meetings

- Publication of awards
and reports in WB client
connection

Peter Kamakia

Finance Management
Expert

BBM (Finance
Option)

MBA (Strategic
Management)

CPA(K)

-Preparation of project
Financial reports, budgets
and monitoring

-Ensure timely payment
-Ensure financial audits
are carried out

vi
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PROJECT INFORMATION AND OVERALL PERFORMANCE (Continued)
1.7 Funding summary

The Project was for duration of six years from 2012 to 2018 with an approved budget of US$ 11,930,000/-
equivalent to Ksh 1,071,552,600 as highlighted in the table below:

Below is the funding summary:

A. Source of Funds

) 0
) D
(i) Grant
IDA 11,930,000 | 1,071,552,600 | 1,311,660 | 117,813,333 | 10,618,340 | 953,739,267
GoK 87,000,000 87,000,000 -
KR 64,696,113 60,796,113 3,900,000
Total 11,930,000 | 1,223,248,713 | 1,311,660 | 265,609,446 | 10,618,340 | 957,639,267

B. Application of Funds

(i) Grant
gt 1,311,660 | 117,813,333 117,813,333 0 0
GoK 87,000,000 87,000,000 0 0
KR 60,796,113 60,796,113 0 0
v 1,311,660 | 265,609,446 265,609,446 0 0

vii
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PROJECT INFORMATION AND OVERALL PERFORMANCE (Continued)

1.8

1.9

i)

Summary of Overall Project Performance:

The Project did not receive any disbursement from World Bank during the year. Through a
letter from World Bank dated 11" September 2020 and in reference to the cancellation letter
dated 27" December 2020 the credit account is closed.

The overall budget absorption rate is 11% of the project donor commitment. The NUTRIP
KRC component is majorly comprised of consultancy work/studies on the Nairobi and
Mombasa Commuter Master Plan and procurement of a track-recording car which were
ongoing by the time of the project closure. It was expected that the project will be extended
since the KR components took more time to start than envisaged. This could have taken up

over 50% of the overall budget of the project.

Summary of Project Compliance:

The Program has ensured that all its activities carried out are within the laws of the Republic of
Kenya and that all regulations and procedures have been followed. The project financial
reporting has also complied with the International Public Sector Accounting Standards of

Accounting (IPSAS) cash basis.

In cases of inconsistency between the GOK Regulations and those of the donors, the latter have

been applied.

viii
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2. STATEMENT OF PERFORMANCE AGAINST PROJECT'S PREDETRMINED
OBJECTIVES

Introduction

Section 81 (2) (f) of the Public Finance Management Act, 2012 requires that, at the end of each
financial year, the Accounting Officer when preparing financial statements of each National
Government entity in accordance with the standards and formats prescribed by the Public Sector

Accounting Standards Board includes a statement of the national government entity’s performance

against predetermined objectives.

The key development objectives of the project’s agreement/ plan are to:
a) Improve the efficiency of the road transport along the northern corridor
b) Improve the institutional capacity and arrangements in urban transport sub-sector

¢) Promote public sector participation in the operation, financing and management of transport system

Progress on attainment of Strategic development objectives

For purposes of implementing and cascading the above development objectives to specific sectors, all

the development objectives were made specific, measurable, achievable, realistic and time-bound

(SMART) and converted into development outcomes.
Nutrip project was closed on 31* December 2018 hence no activities took place within the period
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3. ENVIRONMENTAL AND SUSTAINABILITY REPORTING
Throughout the project implementation period, it endeavoured to entrench corporate social
responsibility. This mainly entails seeking opportunities to both improve the environment and actively
contribute to the well-being of the communities in which the project has been engaged aimed at

promoting the welfare of the society.
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4. STATEMENT OF PROJECT MANAGEMENT RESPONSIBILITIES

The Managing Director, Kenya Railways and the Project Coordinator for NUTRIP project are
responsible for the preparation and presentation of the Project’s financial statements, which give a true

and fair view of the state of affairs of the Project for and as at the end of the financial year ended on

June 30, 2022.

This responsibility includes
(i) = Maintaining adequate financial management arrangement and ensuring that these continue to

be effective throughout the reporting period
(i) Maintaining proper accounting records, which disclose with reasonable accuracy at any time
* the financial position of the project;

(iii) Designing, implementing and maintaining internal controls relevant to the preparation and fair
presentation of the financial statement, and ensuring that they are free from material
misstatements, whether due to error or fraud

(iv)  Safeguarding the assets of the project

(v)  Selecting and applying appropriate accounting policies

(v) Making accounting estimates that are reasonable in the circumstances.

The Managing Director, and the Project Coordinator for NUTRIP project accept responsibility for the
Project’s financial statements, which have been prepared on the Cash Basis Method of Financial

Reporting, using appropriate accounting policies in accordance with International Public Sector

Accounting Standards.

The Managing Director and the Project Coordinator for NUTRIP project are of the opinion that the
Project’s financial statements give a true and fair view of the state of Project’s transactions during the
financial year ended June 30, 2022, and of the Project’s financial position as at that date. The Managing
Director and the Project Coordinator for NUTRIP project further confirm the completeness of the
accounting records maintained for the Project, which have been relied upon in the preparation of the

Project financial statements as well as the adequacy of the systems of internal financial control.

Xi
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The Managing Director and the Project Coordinator for NUTRIP project confirm that the Project has
complied fully with applicable Government Regulations and the terms of external financing covenants,
and that Project funds received during the financial year under audit were used for the eligible purposes

for which they were intended and were properly accounted for.
Approval of the Project financial statements
The Project financial statements were approved by the Managing Director and the Project Coordinator for
NUTRIP project on 3 Nov 2022 and signed by them.
~
/4

1

a

e N
Managing{Director Project Coordinator Project Accountant:
Philip J. Mainga, EBS Dr. Mucemi Gakuru Peter Kamakia

[CPAK Member Number: 9926

Xii



HEADQUARTERS

REPUBLIC OF KENYA
Anniversary Towers

Telephone: +254-(20) 3214000
E-mail: info@oagkenya.go.ke
Website: www.oagkenya.go.ke Monrovia Street

OFFICE OF THE AUDITOR-GENERAL P.O. Box 30084-00100
NAIROBI

Enhancing Accountability

REPORT OF THE AUDITOR-GENERAL ON NATIONAL URBAN TRANSPORT
IMPROVEMENT PROJECT CREDIT NO. IDA 5140-KE (KRC COMPONENT) FOR
THE YEAR ENDED 30 JUNE, 2022 - KENYA RAILWAYS 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 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 Internal 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, 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
Opinion

| have audited the accompanying financial statements of National Urban Transport
Improvement Project Credit No. IDA 5140-KE (KRC Component) set out on pages

Report of the Auditor-General on National Urban Transport Improvement Project Credit No. IDA 5140-KE
(KRC Component) for the year ended 30 June, 2022 - Kenya Railways Corporation



1 to 20, which comprise the statement of financial assets as at 30 June, 2022, and the
statement of receipts and payments, statement of cash flows and statement of
comparison of budget and actual amounts for the year then ended, and a summary of
significant accounting policies and other explanatory information in accordance with the
provisions of Article 229 of 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, the financial statements present fairly, in all material respects, the financial
position of National Urban Transport Improvement Project Credit No. IDA 5140 IDA KRC
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 dated 26 September, 2012 between the
Republic of Kenya and the International Development Association (IDA) and Public
Finance Management Act, 2012.

In addition, the special account statement, presents fairly, the special account
transactions and the ending balance has been reconciled with the books of account.

Basis for Opinion

The audit was conducted in accordance with International Standards of Supreme Audit
Institutions (ISSAls). | am independent of the National Urban Transport Improvement
Project Credit No. IDA 5140 KRC 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 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, except for the matters described in the Basis for Conclusion on Lawfulness
and 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.

Report of the Auditor-General on National Urban Transport Improvement Project Credit No. IDA 5140-KE
(KRC Component) for the year ended 30 June, 2022 - Kenya Railways Corporation
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Basis for Conclusion
1. Pending Accounts Payables

Note 12 to the financial statements reflects pending bills totalling Kshs.3,900,000 as at
30 June, 2022. The statement of comparison of budget and actual amounts did not reflect
any provision for settlement of the pending bills. Management did not provide an
explanation for the non-settlement of the pending bills since the project was closed on
31 December, 2018.

In the circumstances, the Project is at risk of incurring unnecessary additional costs due
to the delay in settlement of the bills leading to loss of public funds.

2. Doubtful Achievement of the Project Goals

The statement of receipts and payments reflects cumulative receipts from external
development partners of Kshs.117,813,333 as at 30 June, 2022, representing 11% of the
total donor commitment of Kshs.1,071,552,600. According to the statement of
performance against predetermined objectives, the project was closed on
31 December, 2018. It was therefore not possible to confirm whether the projects’ goals
highlighted under project information and overall performance were achieved with only
11% donor funds received out of the total donor funding commitment of
Kshs.1,071,552,600.

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
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. | 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 ISSAI 2330. The standards
require that | 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. | believe that the audit evidence | have
obtained is sufficient and appropriate to provide a basis for my conclusion.

Report of the Auditor-General on National Urban Transport Improvement Project Credit No. IDA 5140-KE
(KRC Component) for the year ended 30 June, 2022 - Kenya Railways Corporation
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REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

As required by International Development Association (IDA), | 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. In 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 International 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.

In preparing the financial statements, Management is responsible for assessing the
Project’'s ability 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 to 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,
20186.

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
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,

Report of the Auditor-General on National Urban Transport Improvement Project Credit No. IDA 5140-KE
(KRC Component) for the year ended 30 June, 2022 - Kenya Railways Corporation
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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 ISSAls 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 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 review of
compliance, | 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 ISSAIls. A material weakness is a condition in
which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements caused by error or fraud in
amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions.

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

As part of an audit conducted in accordance with ISSAls, | exercise professional
judgement and maintain professional skepticism throughout the audit. | also:

e 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 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.

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

Report of the Auditor-General on National Urban Transport Improvement Project Credit No. IDA 5140-KE
(KRC Component) for the year ended 30 June, 2022 - Kenya Railways Corporation
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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 that 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 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 | consider necessary in the circumstances.

| 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.

| also provide Management with a statement that | 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.

o~
CPA ~CBS

AUDITOR-GENERAL

Nairobi

05 December, 2022

Report of the Auditor-General on National Urban Transport Improvement Project Credit No. IDA 5140-KE
(KRC Component) for the year ended 30 June, 2022 - Kenya Railways Corporation
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National Urban Improvement Project (NUTRIP)
Annual Reports 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.

10.2 Reporting entity
The financial statements are for the NUTRIP Project under National Government of Kenya. The

financial statements are for the reporting National Urban Transport Improvement Project (NUTRIP) 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 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.



National Urban Improvemeiit Project (NUTRIP)
Annual Reports and Financial Statements for the financial year ended June 30, 2022
Significant Accounting Policies (Continued)
ii) External Assistance
External assistance is reccived through grants and loans from multilateral and bilateral development

partners.

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 statements the time associated

cash is received.

iv) Donations and grants

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

advice.

v) Proceeds from borrowing

Borrowing includes Treasury bill, treasury bonds, corporate bonds, sovereign bonds and external loans
acquired by the Project or any other debt the Project may take on will be treated on cash basis and

recognized as a receipt during the year they were received.

vi) Undrawn external assistance

These are loans and grants at reporting date as specified in a binding agreement and relate to funding
for the Project currently under development where conditions have been satisfied or their ongoing
satisfaction is highly likely and the project is anticipated to continue to completion. An analysis of the

Project’s undrawn external assistance is shown in the funding summary



National Urban Improvement Project (NUTRIP)
Annual Reports and Financial Statements for the financial year ended June 30, 2022

Significant Accounting Policies (Continued)

10.5 Recognition of payments

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

out by the Project.

i) Compensation of employees

Salaties and Wages, Allowances, Statutory Contribution for employees are recognized in the period

when the compensation is paid.

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.

iii) Interest on borrowing

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

and paid for.
iv) Repayment of borrowing (principal amount)

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

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

statements.
v) Acquisition of fixed assets
The payment on acquisition of property plant and equipment items is not capitalized. The cost of

acquisition and proceeds from disposal of these items are treated as payments and receipts items

respectively. Where an asset is acquired in a non-exchange transaction for nil or nominal consideration



National Urban Improvement Project (NUTRIP)
Annual Reports and Financial Statements for the financial year ended June 30, 2022
Significaut Accounting Policies (Continued)
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

In-kind contributions are donations that are made to the Project in the form of actual goods and/or
services rather than in money or cash terms. These donations may include vehicles, equipment or
personnel services. Where the financial value received for in-kind 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.

10.7 Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and cash at bank, short-term deposits on call and
highly liquid investments with an original maturity of three months or less, which are readily

convertible to known amounts of cash and are subject to insignificant risk of changes in value. Bank

account balances include amounts held at the Central Bank of Kenya and at various commercial banks
at the end of the financial year. For the purposes of these financial statements, cash and cash
equivalents also include short term cash imprests and advances to authorised public officers and/or

institutions which were not surrendered or accounted for at the end of the financial year.

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 period. This cash is limited for direct use as required by
stipulation. Amounts maintained in deposit bank accounts are restricted for use in refunding third part

deposits.



National Urban Improvement Project (NUTRIP) ’
Annual Reports and Financial Statements for the financial year ended June 30, 2022
Significant Accounting Policies (Continued)

10.9 Imprests and Advances

For the purposes of these financial statements, imprests and advances to authorised public officers
and/or institutions which were not surrendered or accounted for at the end of the financial year is
treated as receivables. This is in recognition of the government practice where the imprest payments are
recognized as payments when fully accounted for by the imprest or AIE holders. This is an

enhahcement to the cash accounting policy. Other accounts receivables are disclosed in the financial

statements.

10.10 Contingent Liabilities

A contingent liability is:

a) A possible obligation that arises from past events and whose existence will be confirmed only by
the occurrence or non-occurrence of one or more uncertain future events not wholly within the
control of the entity; or

b) A present obligation that arises from past events but is not recognised because:

i. It is not probable that an outflow of resources embodying economic benefits or service
potential will be required to settle the obligation; or
ii.  The amount of the obligation cannot be measured with sufficient reliability.

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

of comfort/ support, insurance, Public Private Partnerships,

The Entity does not recognize a contingent liability but: discloses details of any contingencies in the

notes to the financial statements unless the possibility of an outflow of resources embodying economic

benefits or service potential is remote.

10.11 Contingent Assets
The Entity does not recognize a contingent asset, but discloses details of a possible 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.
If 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



National Urban Improvement Project (NUTRIP)
Annual Reports and Financial Statements for the financial year ended June 30, 2022

Significant Accounting Policies (Continued)

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

Significant Accounting Policies (Continued)

reporting period, they recorded as ‘memorandum’ or ‘off-balance’ items to provide a sense of the
overall net cash position of the Project at the end of the year. When the pending bills are finally settled,
such payments are included in the statement of receipts and payments in the year in which the payments

are made.

10.13 Budget

The budget is developed on a comparable accounting basis (cash basis), the same accounts
classification basis (except for accounts receivable - outstanding imprest and clearance accounts and
accounts payable - deposits, which are accounted for on an accrual basis), and for the same period as
the financial statements. The Project’s budget was approved as required by Law and National Treasury
Regulations, as well as by the participating development partners, as detailed in the Government of
Kenya Budget Printed Estimates for the year. The Development Projects are budgeted for under the
MDAs but receive budgeted funds as transfers and account for them separately. These transfers are

recognised as inter-entity transfers and are eliminated upon consolidation.

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

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

11
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Annual Reports and Financial Statements for the financial year ended June 30, 2022

Significant Accounting Policies (Continued)

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.

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

10.15 Exchange rate differences

The accounting records are maintained in the functional currency of the primary economic environment
in which the Project operates, Kenya Shillings. Transactions in foreign currencies during the
year/period are converted into the functional currency using the exchange rates prevailing at the dates
of the transactions. Any foreign exchange gains and losses resulting from the settlement of such
transactions and from the translation at year-end exchange rates of monetary assets and liabilities

denominated in foreign currencies are recognised in the statements of receipts and payments.

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 presentation.

10.17 Subsequent events

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

financial statements for the year ended June 30, 2022.

10.18 Prior period adjustments
Prior period adjustments relate to errors and other adjustments noted arising from previous year(s).

There was no prior year adjustment was reported in the year.

12



Nationa! Urban fmprovement Project (NUTRIP)
Annual Reports and Financial Statements for the financial year ended June 30, 2022

11. NOTES TO THE FINANCIAL STATEMENTS

1. TRANSFERS FROM GOVERNMENT ENTITIES
The project has not received any counterpart funding from the Government of Kenya during the

financial period 2021/2022

2. PROCEEDS FROM DOMESTIC AND FOREIGN GRANTS

During the 12 months to 30 June 2022, the project did not receive grants from donors.

3. LOAN FROM EXTERNAL DEVELOPMENT PARTNERS

During the 12 months to 30 June 2022, the project did not receive funding from development partners.

4.  MISCELLANEOUS RECEIPTS

KShs KShs KShs KShs KShs
Other receipts not
classified elsewhere - 1,595 - 1,595 3,057,330
Total - 1.595 - 1,595 3.057.330

5. COMPENSATION OF EMPLOYEES

There was no employee cost paid out of the project

6. PURCHASE OF GOODS AND SERVICES

KShs KShs KShs KShs KShs

Communication, supplies

and services - - -

38,459,036

173.334,809

Training payments - - - - 39,167,035
Other operating payments 1,079 - 1,079 2,788 12,894,031
Total 1,079 : 1,079 38.461,824 | 225.395.896




National Urban Improvement Project (NUTRIP)
Annual Reports and Financial Statements for the financial year ended June 30, 2022

NOTES TO THE FINANCIAL STATEMENTS (Continued)

7. SOCIAL SECURITY BENEFITS

There were no Social Security Benefits paid from the project

8. ACQUISITION OF NON-FINANCIAL ASSETS

KShs KShs KShs KShs KShs

Acquisition of other intangible
assets - - - - 20,805,688

Total 2 . < | 20.805.688 |

9. TRANSFERS TO OTHER GOVERNMENT ENTITIES

During the 12 months to 30 June 2022, no transfers were made to government entities

10. OTHER GRANTS AND TRANSFERS AND PAYMENTS

During the 12 months to June 2022, no other grants and transfers and payments.

11. CASH AND CASH EQUIVALENTS

Bank accounts (Note 8.13A) 128,137 127,621
Cash in hand (Note 8. 13B) - .

Cash equivalents (short-term deposits) (Note 8.13C) -
Total 128,137 127,621

The project has one number of project accounts spread within the project implementation area and one

number of foreign currency designated accounts managed by the National Treasury as listed below:

14



Natiostal Urban Lprovement Project (NUTRIP)

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

NOTES TO THE FINANCIAL STATEMENTS (Continued)

11. A Bank Accounts

Project Bank Accounts

Foreign Currency Accounts |
NCBA Bank [A/c No. 1001004057] NIL NIL
Total Foreign Currency balances NIL NIL
Local Currency Accounts

NCBA Bank [A/c No 2178860056] 128,137 127,621
Total local currency balances 128,137 127,621
Total bank account balances 128,137 127,621

The NCBA USD Account was opened for foreign currency related transactions but has not had any

transaction since inception.

Special Deposit Accounts : =

The balances in the Project’s Special Deposit Account as at 30" June 2022 are not included in the

Statement of Financial Assets since they are below the line items and are yet to be drawn into the

Exchequer Account as a voted provision.

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

were voted in the year. These funds have been reported as loans/grants received in the year under the

Statement of Receipts and Payments.

15



National Urban Improvement Project (NUTRIP)
Annual Reports and Financial Statements for the financial year ended June 30, 2022

NOTES TO THE FINANCIAL STATEMENTS (Continued)

Special Deposit Accounts Movement Schedule

(i) Central Bank of Kenya [A/c No 6968530013]
Opening balance

Total amount deposited in the account

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

Closing balance (as per SDA bank account reconciliation
attached)

The Special Deposit Account reconciliation statement has been attached as support these closing

balances. After the project was closed the balances on the accounts was withdrawn and returned to

World Bank hence zero balance
11 B Cash In Hand
No cash int hand was held as at 30" June 2022
11 C Cash equivalents (short-term deposits)
No short-term deposits were held as at 30" June 2022
12. IMPRESTS AND ADVANCES
No imprest and advances as at 30" June 2022
12B: BREAKDOWN OF IMPRESTS AND ADVANCES
No Imprests were outstanding as at 30" June 2022
13. DEPOSITS AND RETENTION MONIES
There were no deposits or retention monies as at 30" June 2022

14. FUND BALANCE BROUGHT FORWARD

127,621

128,137

Bank accounts
Cash in hand
Cash equivalents (short-term deposits)
Outstanding imprests and advances
Total

128,137 127,621

16
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Annual Reports and Financial Statements for the financial year ended June 30, 2022
NOTES TO THE FINANCIAL STATEMENTS (Continued)

15. PRIOR YEAR ADJUSTMENT

There were no prior year adjustments

16. CHANGES IN RECEIVABLE

There were changes in receivable

17. CHANGES IN ACCOUNTS PAYABLE

There were changes in accounts payable

17
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12. OTHER IMPORTANT DISCLOSURES
1. PENDING ACCOUNTS PAYABLE (See Annex 3A)

3,900,000 3,900,000
3,900,000 3,900,000

Supply of services

2.  PENDING STAFF PAYABLES (See Annex 3B)

There were no pending staff bills as at 30™ June 2022

3. OTHER PENDING PAYABLES (See Annex 3C)
There were no other pending bills as at 30" June 2022

4. EXTERNAL ASSISTANCE

There was no external assistance for the year ending as at 30" June 2022

18
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13. PRIOR YEAR AUDITOR’S RECOMMENDATIONS
The following is the summary of issues raised by the external auditor, and management comments that
were provided to the auditor. We have nominated focal persons to resolve the various issues as shown

below with the associated time frame within which we expect the issues to be resolved.

Other

The outstanding bill has been budgeted | In
in FY2022/23 progress

The NUTRIP KRC component is
majorly comprised of consultancy
work/studies on the Nairobi and
Mombasa Commuter Master Plan and
procurement of a track-recording car
which were still ongoing by the time of
the project closure. It was expected that
the project will be extended owing to
the fact that the KR components took
more time to start than envisaged.
Whereas it was expected that the
project commences in 2012 but it did
not lead to further delay.

Matters No. | Pending bills 30™ June 2023

1

Other Low Broject
TaUes! B abs9rp tigm ok The tendering for the Track Recording | closed
2 project funds

Car was challenged at the Public
Procurement and Review Board
(PPRB) and intention to award had to
be reviewed. It was expected that the
project period would be extended
which would have enabled the track
recording car absorb over 50% of the
budget amount.

The project was closed effective 31*
December 2019 effectively halting all
processes  towards  absorption  of
allocated funds

19
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National Urban Improvement Project (NUTRIP)
Reports and Financial Statements
For the financial year ended June 30, 2021

APPENDICES

i. Bank Confirmation Certificate
ii. Bank Reconciliations statement as at 30" June 2021

ii. DA 5140-KE Cancellation Letter
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July 07, 2022
KENYA RAILWAYS CORPORATION
P.O. BOX 30121-00100
NAIROBI.
Dear-Sir/fMadam,
RE: AUDIT CONFIRMATION FOR KENYA RAILWAYS CORPORATION
We refer to your correspondence requesting us to furnish you with information regarding our
mutual client's state of affairs.
Inresponse we wish to confirm the accounf and its respective balance with us, as at close of
business on 30 June 2022 to have been as follows:
Account Number Account Name Ccy | AccountBdlarice
2178860056 KENYA RAILWAYS CORPORATION KES 128,136.81 CR
Authorized Signatories:
¢«  JACQULINE M'MBOGAH
¢.  WILBERFORCE ASAVA KADIMA
e DAVID NJOGU KIBUI
s JEMIMAH WANJIRU MATU
We also wish to give a nil report on all other aspects of your questionnaire. We trust that this
meets your requirements. ’
Yours faithfully,
NN
Authorized signatory Authorized signatory
Joy Ringera Elizabeth Muraguri
NCBA Centre

Mara and Ragati Road, Upper Hill

P. O. Box 44599-00100, Nairobi, Kenya
Tel: +254 20 2884444

Mobile: +254 711 056444/+254 732 156444,
Email: contact@ncbagroup.com

NCBA BANK ¥ENYA PLC

www.ncbagroup.com
NCBA Bank Kenya PLC is o subsidiary of NCBA Group PLC. NCBA Bank Kenya PLC is reguloted by the Ceatral Bank of Kenya



BANK ACCOUNT RECONCILIATION REPORT

1. July 2022

Kenya Railways Corporation Page 1
jmutisya
Bank Code: 205
Bank Account No: 1001004049
Bank Name: NIC BANK NUTRIP-KES A/C
Reconciliation as at: 30/06/22
Bank Account balance as per Cash Book: 128,136.81
Balance on Bank Statement: 128,136.81
Difference to be Explained: 0.00
Document
No. Cheque No. Date Description Amount Difference Reconcile
Prepared by: Daleu.[. /7' ‘20 “21' ..................
ACCOUNTANT
Fa Y 1
" o g‘- .
Reviewed by:......... & e Date...\..7 /l/(lw)—g/




Bank Acc. - Deatail Trial 8al. 1 Jus

Penod 30/06/22..30/08/22

Kenya Railways Corporalion

This report also includes bank accounts that cnly have balances.
2ank Account: No.: 205, Date Filter. 30/06/22..30/06/22

Posting D Document Remaining
Date Ty No. Oescription Amount  Amount (LCY) Balance Balance (LCY) Op Amount  Entry No.
205 NIC BANK NUTRIP-KES A/C
Phone No
Balance Brought Forward. . . . . . .. 128.025.01 128,025.01 )
30/06/22 Pa NIC BANK PREPAID TAX/ WITHELD -19.70 19.70 128,005.31 12000531 Yes -19.70 8200496
30/06/22 Pa NIC BANK INTEREST RECEIVED 131.50 131.50 1286,136.81 12613581 Yes 131.50 8200498
NIC BANK NUTRIP-KES A/C 111.80 111.80 128,136.81 128,136.6¢
g
=g
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% NCBA

1 July 2022
10:3:53

Account Statement

Account | 2178860056
Customer : 217886 KENYA RAILWAYS CORPORATION
Account Type Institutional Banking Current AC
Currency : Kenyan Shilling
Statement Period 202208630
Book Date | Description Value Date Debit Credit Closing Balance
Balance al Period Start 128,025.01
30 JUN 22 e-Local Transfer 01JuUL 22 131.50 128,156.51
AAACT2218153Y4PQ2
$ } XCredil Interest CAPITA
LISE ACTIVITY FOR SC
HEDULE
30 JUN 22 KE Excise Duty 01JUL 22 19.70 128,136.81
AAACT2218153Y4PQ2X
Tax CAPITALISE ACTIV
ITY FOR SCHEDULE C
USTOMER = 217886 DE
ALAMT =131.5DEAL C
CY = KES TAX CODE =
10 TAX RATE = 15 TAX
128,136.81

Balance al Period End

Available Balance 126,136.81
//F\T/\

Page 1 of 1



Country office Tel.: (254-20) 2936000
Delta Center, Menengai Road Fax: (254-20) 2936382
P.0. Box 30577 00100

Nairobi, Kenya

..
e j The World Bank
INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT
INTERMATIONAL DEVELOPMENT ASSOCIATION

March 5, 2019

Dr. Kamau Thugge, CBS
Principal Secretary

The National Treasury
Treasury Building, Nairobi

Tk BAALIAAYE

T "|__ |
Dr. Julius Korir, CBS RGSZW UQ“ Lﬂ_ S OFFICE '
Principal Secretary Dato.. AR Time. L.gC. 1],1-
State Department for Infrastructure égmn DY e

Ministry of Transport, Infrastructure Housing and Urban Development
Bring up Dwto
Works Building, Nairobi Initialled Date

Ms. Esther Koimett, CBS

Principal Secretary

State Department of Transport

Ministry of Transport, Infrastructure, Housing and Urban Development
and Public Works

Transcom House, Nairobi

Mr. Charles Hinga Mwaura

Principal Secretary

State Department of Housing and Urban Development

Ministry of Transport, Infrastructure, Housing and Urban Development
and Public Works

Works Building, Nairobi

Dear Messrs. Thugge, Korir, Mwaura and Ms. Koimett,

Re: National Urban Transport Improvement Project (Cr. 5140-KE)
Implementation Support Mission November 19 — December 10, 2018
Management Letter

\

\

I would like to take this opportunity to thank you for the courtesies and cooperation ..
extended by the Government of Kenya (GoK) to the World Bank team during the implementation
suppart mission of the National Urban Transport Improvement Project (NUTRIP). The principal
objective of the mission was to review the implementation progress of the project.

As you are aware, the undisbursed balance of the IDA Credit was cancelled as of December
21, 2018 following GoK’s request, and the IDA Credit closed on December 31, 2018 as scheduled. :

The attached Aide-memoire records key aspects discussed during the mission.

The mission observed that there has been progress in the recent past. GoI has implemented
the institutional and policy reforms agreed under the project which include setting up: (a) a lead
road safety agency, National Transport and Safety Authority (NTSA); and (b) a body to coordinate



March 5, 2019

the planning and deveiopment of urban ransport initiatives in the Nairobi metropolitan region,

Nairobi Metropolitan Area Transport Authority (NAMATA). NTSA is fully operational and it ts
commendable that a full time acting Chief Executive Officer has been appointed for NaMATA
after one-year of delay. Some contracts have been completed, others were awarded and at different

stages of implementation, and there was a delay in the award of several contracts.

As noted in our letter dated December 27, 2018, GoK is required to continue honoring
safeguards commitinents assumed before the cancellation of the credit and to implement ongoing’
safeguards activities — including but not limited to all resettlement action plans — in line with the
disclosed Safeguards Instruments after the closing date for the credit. The Banl team will continue
to provide periodic oversight as you implement the safeguards instruments. In light of the
foregoing, there have been allegations of eviction of Project Affected Persons (PAPs) associated
with the ongoing construction worls along the James Gichuru Junction-Rironi road section. The
Banlk will highly appreciate an update on this claim.

The Bank will prepare an Implementation Completion Report (ICR) for the project.

We thank you again for the fruitful and productive discussions during the implementation
support review mission.

Sincerely,

R

Paolo Belli
Acting Head of Kenya Office
Africa Region

Cc:  Mr. Jackson Kinyanjui
Director, Resource Mobilization Department
The National Treasury
Treasury Building, Nairobi

Eng. James Kungu

Chief Engineer, Roads

State Department of Infrastructure

Ministry of Transport, Infrastructure, Housing and Urban Development
Transcom House, Nairobi

Eng. Peter Mundinia

Director General

Kenya National Highways Authority
Blue Shield Towers, Nairobi



Capt. Gilbert Kibe

Director General

Kenya Civil Aviation Authority
JKIA, Nairobi

Eng. Silas Kinoti

Ag. Director General

Kenya Urban Roads Authority
IKKM Place, 2nd Floor, Nairobi

Mr. Phillip Mainga
Ag. Managing Director
Kenya Railways Cooperation

Haile Selassie Avenue, Nairobi

Mr. Francis Meja
Director General

National Transport and Safety Authority

Hill Park Plaza, Nairobi

Eng. David Muchilwa
Director (Development)

Kenya National Highways Authority

Blue Shield Towers, Nairobi

Eng. Francis Gitau
Ag. Chief Executive Officer

Nairobi Metropolitan Area Transport Authority

Transcom House, Nairobi

Ms. Dorothy N. Kimeu

Director of Administration and Head,
World Bank Division and Policy Coordinating Unit
Resource Mobilization Department

The National Treasury
Treasury Building, Nairobi

Ms. Fresia Kamau

Chief Economist & Deputy Head, World Bank Division

And Policy Unit
The National Treasury
Treasury Building, Nairobi

March
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, 2019



Mr. George Wanjau

Deputy Chief Economist

State Department of Transport

Ministry of Transport, [nfrastructure Housing and Urban Development
Transcom House, Nairobi

Mr. Leparan Tialal

Director, Corporate Support Services
National Transport and Safety Authority
Upper Hili Road, Nairobi

Eng. (Dr.) Timothy Nyombot

PIT Leader — NUTRIP

Kenya Urban Roads Authority
IKM Place, 2™ Floor, Nairobi

Eng. Kithinji Kanyaura

Project Manager — Infrastructure
Kenya Railways Corporation
Workshop Road

Off Haile Selassie Avenue, Nairobi

Dr. Eng. Mucemi Galuru

NUTRIP Ag. Project Team Leader
Kenya Railways Corporation
Workshop Road

Off Haile Selassie Avenue, Nairobi

Mr. Charles Kombo
Senior Planning Officer
Kenya Civil Aviation Authority, Nairobi

Mr. Paul Kingori

Senior Economist

Ministry of Transport, Infrastructure Housing and Urban Development
Works Building, Nairobi

Eng. James Theuri

Project Coordinator, PMO

Ministry of Transport, Infrastructure Housing and Urban Development
Works Building, Nairobi

Ms. Judith Kerich

Deputy Project Coordinator, PMO

Ministry of Transport, Infrastructure Housing and Urban Development
Works Building, Nairobi

March 2, UiV g o,



