
)'*
{'!t }

REPUBLIC OF KENYA

OFFICE OF THE AUOITON.GE ENAL
I ttltrr' trt, l,,,,r t,tl't).1\

OF

PARLIAMENT
OF KENYA
LIBRARY

THE AUDITOR.GENERAL

ON

NATIONAL URBAN TRANSPORT
IMPROVEMENT PROJECT

LOAN NO.51sO-KE

FOR THE YEAR ENDED
30 JUNE ,2025

KENYA NATIONAL HIGHWAYS AUTHORITY

2 q tl[|, '/0?E

lUedo,
uqg lcorle, **S'*" iira,
lkn 'Oxn &,-* , lt /
Kt, &.',r... [nrolu,

\ Rf,PUBLIC OF KENYA

REPORT



0fl lcE 0T T1IE
4-00
AUD IT

l0
OR
0.N

GEN
AIR

IRAL
0Bl

P 0. Bor I00E
RE coRDS OF FtcE

25 N0! 2025

lEt'{EDFi

MINISTRY OFROADS & TRANSPORT

PROJECT NAME: NATIONAL URBAN TRANSPORT IMPROVEMENT PROJECT

PROJECT CREDIT I\UMBER: LOAI\ ID 5140-KE
PROJECT NO P-T2532I

Kenya National Highways AuthorityKelU!{

ANNUAL REPORT AND FINANCIAL STATEMENTS

FOR TIIE FINANCHL YEAR ENDED

JI,NE 30,2025

Transitionrl IPSAS Finencial Statements/Prepared in accordance with the Accrual Basis of
Accounting Method under the International Public Sector Accounting Standards (IPSAS)

Quality Highways, Better (onnections

IMPLEMENTING ENTITY: KEI\IYA NATIONAL TIIGIIWAYS AUTHORITY



National Urban Transport Improvement Project
Annual Report and Financial Statements for the financial year ended June i0, 2025



Nafional Urban Transport Improvement Project
Annual Report and Finailcial Statemcnts for the financial year ended June i0, 2025



National Urban Transport Improvement Project
Annual Report anil Financial Statements lor the financial ycar endeil lune 30, 2025

Contents Page

l. Acronyms and Dcfinition of Terms ...............................ii

2. Projcct Infonnation and Overall Performance ....... ..................................iii

3. Statement of Performance against Projcct's Predetcrmincd Objectivcs ...........................viii

4. Environmcatal and Sustainability Reporting ................ix

5. Statement of Project Management Rcsponsibilities.................. ..............xii

6. Rcport of thc Indcpcndcnt Auditors on Financial Statemcnt for thc National Urbao Traosport knprovcmcnt

'7. Statcment of Financial Performance for the Year Endcd 30th June 2025 ...................................................... I

8. Statement ofFinancial Position as at 3Oth June 2025 ........................ ..................................2

9. Statemcnt of Cbangcs in Nct Asscs ..............................3

10. Statcmcnt of Cashflow for the Ycar endcd 30th June 2025 .................. ...............................4

I l. Statcment of Comparison of Budget and Actual Amounts for lhe Ycar endcd 30th Junc 2025 .....................5

12. Notcs to thc Financial Statcmcnts ........ ..........................7



National Urban Transport Improvement Project
Annual Report and Financial Stotemenls lor the tinancial year ended June i0, 2025

1. Acronyms and Definition of Terms

CBK Central Bank ofKenya

CPA Certified Public Accountant

EIK Environment Institute of Kenya

EXIM Export - Import

FY Financial Year

GK Governmcnt of Keoya

ICPAK Institute of Ccrtified Public Accountants of Kenya

IDA International Development Association

IPC Interim Payment Certificate

IPSAS [nternational Public Sector Accounting Standards

KeNllA Kenya National Highways Authority

Kshs. Kenya Shillings

MoRT Ministry of Roads and Transport

NUTRIP National Urban Transport Improvement Project.

PAPs Project Affected Persons

PFM Public Financc Managcment.

PSASB Public Sector Accounting Standards Board

RMB Renminbi

SDG Sustainable Devclopment Goals

SDR Special Drawing Right

TNT National Treasury

UA Unit of Account

XDR Special Drawing Rights

ll
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2. Project Informetion and Overall Performance

2.1 Name end registered ofllce

Project Name National Urban Transport Improvement Project

Project Objectives

a. Improve the efficiency ofroad hansport along the Nodhem Corridor
b. lmprove the institutonal capacity and arrangements in the uban hansport

Subsector
c. Promote private sector participation in operation, Financing and

Mana tof sector

Project Registered
OIIlce and Phystcel
Location:

The project headquarters offices are at Barabara Plaza, Jomo Kenyatta
Intemational Airport, Nairobi, Off Mazao Road (Opposite KCAA
Headquarters)

P.O. Box 49712-00100
Nairobi

Contrcts: Telephone: 020-8013842; Email dg@keoha.co.ke; Website
www.kenha.co.ke

Project Start Date: 24u December, 2012

Project End Date: 3d August, 2020 revised a 246 May 2025

ProJect Coordinator Eng. Mutii Kivoto

Project Development
Partner:

l. International Development Agency (IDA)
2. Government of Kenya

l

Project Address

2.2 Project Information
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Line
Ministry/State
Department

The project is under the supervision of the State Departnent ofRoads under
Ministry of Roads & Transport.

Project number P-12632t

Strategic goals of
the Project

The strategic goals of the project are as follows:
1. To Connect Kenya and other Part ofEast & Cental Africa
2. Faciliute Trade and movement of people in East and Central Africa by

improving the transit time

Achievement of
stretegic goals

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

L The Implementation of policy and Institutional reforms in transport
Particularly urban Public Transport

2. Financing infrastructure improvements to decongest major towns
necessary to support Kenya's long-term Development strategy.

3. Creation of Instiiltional capacity to provide oversight and regulatory
functions to support the delivery of urban Public the delivery of urban
Public Transport Services

l. The Preparation of appropriate iuvestment interventions that would
promote urban public mass hansit systems

Other important
background
information of the
project

Upgrade the Urban Road Transport lnfrastructure (total cost US$311.15

million, of which IDA US$223.26 miltion). Infrastnrcture (total cost

US$311.15 million, of which IDA US$223.26 million). This component will
involve:

a. Expanding and upgradiag the Northem Corridor Road section through

Nairobi from JKIA tumoffto Rironi.
b. Constructing and rehabilitating non-motorized hansport facilities

including foot paths, cycle Eacks, pedestian bridges, and underpasses.

Current situation
th.t the project
was formed to
interYeDe

l. Kenya's economic development strategy.
2. Address the mounting pressures on the major urban centres, mainly

Nairobi, road and related transport infrastructure and taying the

foundation for developing an eflicient urban public hansport system.

3. preparc a model mass tansport system aimed at providing affordable

and efficient public transpod services in urban areas particularly for

serving the low-income populations, especially in the CBD of Nairobi
and along the developed high-density corridors.

4. Build the operational and managerial capacity and effrciency ofurban
tansport agencies in dealing with urbanization and tansportation.

The projec't started on 24u December 2012 and was expected to run until 3d

August 2020 with a revised completion date of 246 May 2025.

lv

Project Information and Overall Performance (Continued)

2.3 Project Overview

Project duration
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Proiect Information and Overall Performance (Continued)

2.4 Bankers

2.5 Independent Audltor

2.6 Roles and Responsibility

Co-operative Bank of Kenya Ltd
Upper Hill Branch, Nairobi

National Bank of Kenya Ltd
Hill Braoch, Nairobi

Kenya Commercial Bank
JKIA

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

No Names Title Designation
Key
Qualificrtion

Responsibilities

I Eng. HenryGakuru
Director-
Development

Registered Civil
Engineer

Project
Implementing
Tcam Leader

2 Eng. Mutii Kjvoto
Registered Civil
Engineer

Team Coordinator
& constnrction
Specialist

3 Mr. Walter B. Nyatwang'a
Deputy Director
Environment & Social
lnterests

RegisteredNEMA
Lead expert.
MemberEIK

Environmental
Social Safeguards
Specialist

4 CPA Chanje Kera
Deputy Director-
Finance

Certified Public
Accountant

Project Financial
Specialist

5 Ms. Levina K. Wanyonyi
Deputy Director-
Supply Chain
Management

Registered KISM
Project
Procuement
Specialist

Deputy Director-
Developmeut
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Project information and overall performance (continued)

2.7 Funding summary
The Project was for duration of 6 years fiom 24rDecember2012 to 3l!t Decernber 20l8.Revised
completion date is on 246 May 2025 with an approved budget of XDR 143,990,000 equivalent to Kshs
22,098,145,300 at exchange rate of. 153.47 and Kshs.29,862,488,597 payable by the counterpart GoK.
The Development Partner was financing 80% of the total sum as highlighted in the table below:

A. Source ofFunds

The undrawn balance from the Development Partner was not utilized since the Financing agreement
lapsed in the FY 2018/19 prior to project completion.

B. Application of Funds

Donor Commitment- Amount received to date
(30th June 2025)Source of funds

NR i(sis n)R Ikhs NR Ksfts

(A) (A) (B) (B') (A)-
(B) (A)48)

(i)Loan
Intemational
Development
Association-IDA

r43,990,000 22,098,145,300 20,381,065 3,127,882,038

(ii)Counterpart
funds
Govcroment of
Kcnya (GOK) 29,862,488,s97 26,983,169,319 2,879,3r9,278

143,990,000 51,960,633,897 20,381,065 30,111,051,357 2,879319,278

II

- I

Appllcetlon of
funds

Amount received to date -
(30e June 2025)

Cumuladve Amount peid to
datc - (306 June 2025)

Unutillced balsnce to
date (30th June 2025)

)(DR Ks&s XDR Ksis MR Kshs
(A) (A) (B') (A)-(B) (A)-(B)

(i)Loan
Intemational
Development
Association -
IDA

20,380,780 20,380,780 3,t27,882,038

Govemment of
Kenya

26,983,t69,3t9 26,666,937,793 3t6,231,526

Total 20J80,780 30,111,051Js7 20J80,780 29,194,819,831 316,231,526

vl

Undrawn balance to
date

t,127,882,038

(li)Counterpart
funds
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Project Information and Overall Performance (Continued)

2.8 Summary of Overall Project Performance:

i. Budget performance against actual amounts for current year and for cumulative to-date: -

ii. Physical progress based on outputs, outcome and impacts since project cofimencement: -

The phpical progress as at 30s lune,2025; The main road and Feeder roads had been taken over which
stauds at 78.7% of. total works. Tbe pending works of 21.3% includes sewice roads, interchanges,

Footbridges, 'drainages, footpaths and street lighting.
in. Absorption rate for each year since the commencement of the project.

iv. The project the following challcnges.
i. Lack ofright ofway due to inadequate budget
ii. Delayed firnding of GoK component due to inadequate budget

2.9 Summary of Proiect compliance: -
There were no sigrificant cases rcported of non-compliance with applicable laws and regulations, and

essential external financing agreements/covenants.

2024t2025 cumulatlve
Budget Actual Yo Budget Actual
Kshs Kshs Kshs IGhs

Counterpart
Funds-GOK

3,646,708,r46 3,6t3,20t,928 99% 32,170,598,221 26,666,937,'793 83%

han Aom
exterDal
Development
Partners

3, r 27,8 82,038 3,127,882,038 100%

TotsI 3,646,708,146 3,613201,928 99Yo 35,298,480,259 29,794,819,83L 84%

Financial Year Budget Actual Percentage (7o)

F\ 2024/25 3,&6,708,146 3,613,20t,928 99%
w 2023t24 I,852,589,534 1,766,151,555 95%
w 2022/23 s99,706,956 5'18,862,s97 97%
FY 202v22 3,179,3t2,384 3,125,165,761 98%
w 2020121 3,469,500,000 3,0t8;t44,042 87%
F\ 20t9/20 t2,869,214,643 r2,t71,940,286 95%
FY 2018/19 2,290,t20,5t7 2,183,509,920 95o/o

FY 20t7lt8 r,42t,979,229 937,188, t 58 66%
FY 20t6lt7 2,575,190,845 2,005,617,301 78%
Fy 20t5lr6 r,876,020,000 99,00s,286 5%

F\ 20r4trs 178,000,000 12t,46't ,516 68%
FY 2013/14 954,038,005 tzt,761,932 t3%

376,000,000 52,201,549 t4%
Total 35,298,480,259 29,794,819,831 840h

vll

%

F.{ 2012/11
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3. Statement of Performance against Project'r Predetermined Objectives

Introduction
Section 8l (2) (0 of the Public Finance Management Ac\ 2012 requires that the Accounting Officer
include statement of the national government entity's performance against predetermined objectives
at the end ofeach financial year.

The key development objectives of the project are to:

a) Irnprove road transport services along the corridor by reducing travel time and vehicle

operating costs.

b) Mitigating tralhc congestion and associated emissions.

c) Improving road safety along the road.

Progress on the sttainment of Strategic development objectives

To implement and cascade 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. Attendant indicators were identified to track progress and
performance measurement: Below we provide the progress on attaining the stated objectives:

Project Objective Outcome Indicator Performance

National
Urban
Transport
Improvement
Project

lmprove road

transport services

along the corridor
by reducing travel
time and vehicle
operating costs.

Reduction in
average tavel time,
vehicle operation
cost and accidents
between Junction
Jomo Kenyatta
Intemational
Airport (JKIA)-
Rironi road.

Time taken to

travel from JKIA

- Rironi
Average vehicle

operating costs

The Project is at

78.7% progress.

Mitigating traffic
congestion and

associated

emissions.

Reduction in
aveBge travel time
from Junction Jomo
Keuyatta
Intemational
Aimort (JKLA)

Reduction in
averagc time

taken from JKIA
to Rironi

The Project is at

78.7% progress.

Number ofroad
accidents reduced
along Junction
JKIA-Rironi Road;

Reduction in
nt'mber of
accidents reported

The Projcct is at

78.7% progress.

vlll

Improving road

safety along the

road.
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4. Environmental and Sustainrbility Reporting

National Urban Transport Lnprovernent 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 &ive towards sustainability.

l. Sustrinabllity strrtery and profile

Sustainable Development Goals (SDGs) 2015-2030 provides a plan of action for the people and their

prospcrity. Five out of the seventecn goals are pertinent to management ofprojects being undertaken

by the Authority. These are being addressed through the following initiatives;

a) Good health and well-being (SDG 3): The Authority strives to undertake Road Safety

Audils to identifr accident black spots, implement intervention measures and provide

road safety education to reduce accidents;

b) Gender Equality (SDG 5):The Authority encourages mainsheaming of gender equality

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

procurem ent and recmitment;

c) Industry, innovation and infrasfiicture (SDG 9): T\e Authority develops quality,

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

infrastructurc to support economic development and human wcllbeing with a focus on

affordable and equitable access for all;

d) Sustainable cilies and communities (SDG I l): T\e Authority endeavours to extend the

paved road network to hitherto underserved areas in the region to improve nationwide

access to high speed and all - weather connectivity; and

e) Climate action (SDG I j): T\e Authority endeavours to combat negative impacts of

road development tbrough environmcntal mitigation, climate change measures and

compliance with National Environment Management Authority (NEMA) requirements

in all development projects.

ii. Environmentalperformrnce

The Authority is working towards ensuring environmental sustainability in projects by undertaking

tree planting exercises, implementation of road beautification programs, enforce reinstatement of
quarries and borrow pits affer construction works, undertakes regular Environmental Impact

Assessment (EIA) Audits, carries out M&E on Environment and Social Management Plan (ESMPs)

as well as Environmental Social Lnpact Assessment @S[A) on projects.

lx



Environmental and Sustainability reporting (Continued)

iii. Employee welfare

In all is staff appoinrnents, thc Authoriry takes deliberate actions to embrace Equal Employment

Opportunity policies, gender mainsteaming, addresses concen$ around Persons Living with

Disabilities (PWDs) and takes affirmative action in tine with prevailing Govemment Policy

guidelines. The Authority prioritizes training to develop technical capacity of staff in the fields of

Value Engineering, Project f'inancing, Project, Contract Managemen! Performance Based

Maintenance and Safety.

iv. Marketplacepractices

a) Responsible Supply chain end supplier relations

The Authority strives to ensure responsible competition practices through undertaking annual

govemance audis in projects, monitoring the implementation of policies and further promotes

ethical conduct in projects.

b) Responsible ethical practiccs

The Authority equally sensitizes staff on anticorruption and integrity issues

c) Regulatory impact assessment

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

in order to increase budgetary allocations for projects thus honouring contracts by palng its
Iiabilities on time.

Further, the Authority endeavours to honour its conhactors and vendors payments through paying

within the set palment timelines in the conhacts and agreements.

During the implementation of the Projecl the Authority is commifted to remaining a responsible

corporate citizen by being accountable for its actions through engaging in Public Participation. The

Project's goal in terms of commuuity engagement is to ensure that the project foster long-term

relationships with stakeholders and communities around the project. The aim is not just to build

roads that foster development but to ensure collaboration with the local communities to achieve

sustainable development. The project staff are also encouraged to give back to society by

panicipating in the Autbority's corporate social responsibiliry projects.

National Urban Transport Improvement Project
Annual Report and Financial Star'emcnts fot the financial year ended lune 30, 2025

Community Engagements
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Enviroumentrl and Sustainabillty reporting (Continued)

To enhance social safeguards in projects, the Authority undertakes Resettlement Action Plan (RAP)

studies and implements its recommendations, carries out Social Impact Assessments (SLA), undertakes

gender mainstueaming and conduct stakeholders' forum to sensitize the public in several cross-cutting

issues.

The Project has undertaken some CSR activitics such as training of unemployed youth, institutional

capacity building, monitoring and evaluation, sensitization and awareoess and tee planting.

xt
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5. Statement of Project Management Responsibilities

The Director General, KeNHA and the Project Management team leader are responsible for the

preparation and presentation ofthe Project's financial statements, which give a true and fair view

of the state of affairs of the Project for the financial year ended on June 30, 2025. This

responsibility includes (i) maintaining adequate financial management arrangements and ensuring

that these continue to be effective throughout the repoding period; (ii) maintaining proper

accounting records, which disclose with reasonable accuracy at any time the finaucial position of
the project; (iii) desigping, implementing and maintaining intemal controls relevant to the

preparation and fair presentation of the financial statement, and ensuring that thcy are free from

material misstatements, whether due to error or fraud; (iv) safeguarding the assets of the project;

(v) selecting aod applyi:rg appropriate accounting policies; and (vi) making accounting estimates

that are reasonable in the circumstances.

The Director General, KeN]IA and the Project Management team leader are of the opinion that

the Project financial statements give a tue and fair view of the state of the Project's transactions

during the financial year ended June, 30, 2025 and the Project's financial position as at that date.

The Director General, KeNHA and the Project Implementation Team Leader further confirm that

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 on the adequacy of the systems of
internal financial contro l.

The Director General, KcNHA and the Project Implementation Team Leader confirm that the

Project has complied fully with applicable Govemment Regulations and the tcrms of extemal

financing covenants, and that Project funds received during the financial year under audit are used

for the eligible purposes for which they were intended and were properly accounted for.

Approval of the Project fluancial stltements

The project financial statements were approved by the Director General, KeNHA and the Project

lrnplementation Team Leader and sigred by

G.'*"
Eng. Luka l(meli
Ag. Director General

(

Eng. Gakuru
Director, Development

I ta';ii--,

xll

The Dircctor General, KeNIIA and the Project Managemcnt team leader accept responsibility for
thc projcct's Financial Statements, which have been prepared on the accrual Basis Method of
Financial Reporting, using appropriate accounting policies in accordance with the International

Public Sector Accounting Standards.

? 1 lrri TCl5
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REPORT OF THE AUDITOR-GENERAL ON NATIONAL URBAN TRANSPORT
IMPROVEMENT PROJECT LOAN NO.51sO.KE FOR THE YEAR ENDED
30 JUNE, 2025_ KENYA NATIONAL HIGHWAYS AUTHORITY

PREAMBLE

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

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

C. Report on Effectiveness of lnternal Controls, Risk Management and Governance
which considers how the entity has instituted checks and balances to guide internal
operations. This responds to the effectiveness of the governance structure, risk
management environment and internal controls, developed and implemented by those
charged with governance for orderly, efficient and effective operations of the entity.

An Unmodified Opinion is issued when the Auditor-General concludes that the financial
statements are fairly presented in accordance with the applicable financial reporting
framework. The Report on Financial Statements should be read together with the Report
on Lawfulness and Effectiveness in the Use of Public Resources, and the Report on
Effectiveness of lnternal Controls, Risk Management, and Governance.

The three parts of the report aim to address the Auditor-General's statutory roles and
responsibilities as provided by Article 229 of the Constitution, the Public Finance
Managemenl Ac|,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

I have audited the accompanying transitional IPSAS financial statements of National
Urban Transport lmprovement project-KENHA set out on pages 1 lo 27, which comprise
of the statement of financial position as at 30 June, 2025, and the statement of

I

Report ty''the Audilor-General on National Urbun Transport Improvemenl Project Loun No.5l50-KEfor the year
ended 30,lune, 2025 - Keryo Nationul Highwul's,4uthoriq'



operformance, statement of changes in net assets, statement of cash flows and the
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. I have obtained all the information and explanations which,
to the best of my knowledge and belief, were necessary for the purpose of the audit.

ln my opinion, the transitional IPSAS financial statements present fairly, in all material
respects, the financial position of National Urban Transport lmprovement Project as at
30 June, 2025, and of its financial performance and its cash flows for the year then ended,
in accordance with lnternational Public Sector Accounting Standards (Accrual Basis)
including the transitional provisions permitted under IPSAS 33 and comply with the
Financing Agreement between the lnternational Development Agency (lDA) and the
Republic of Kenya dated 26 September, 2012 and the Public Finance Management
Act, 2012; and The National Treasury and Economic Planning Circular No.3 of
14 April,2025.

Basis for Opinion

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of the National Urban Transport lmprovement
Project Management in accordance with ISSAI 130 on the Code of Ethics. I have fulfilled
other ethical responsibilities in accordance with the ISSAI and in accordance with other
ethical requirements applicable to performing audits of financial statements in Kenya. I

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

Emphasis of Matter

1. Long Outstanding Account Payables

The statement of financial position and as disclose in Note 9 to the financial statements
reflects an amount of Kshs.2,472,242,309 in respect of trade and other payables. The
pending bills included an amount of Kshs.302,395,889 which has been outstanding for a
long time some dating back to September, 2022.

Delayed settlement of the pending bills may result to loss of public funds due to accrued
penalties and interest costs on long outstanding amounts. Further, failure to clear pending
bills in the year to which they relate distorts the budget of the following year as they
constitute a first charge on that budget.

2. Low Absorption of Project Funds

I draw your attention to paragraph 2.7 on Funding Summary which showed that the
Project was for a six (6) year period and with total funding commitments amount of
Kshs.22,098,145,300 and Kshs.29,862,488,597 from the development partner (Donor)

Report of the Auditor-General on Notional Urban Transport lmprovement Project Loan No.5l50 KE for the year
ended 30 June, 2025 Kenya Narional Highwuys Authority'
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and Government of Kenya (GOK) respectively, all totaling to Kshs.51,960,633,897.
However, the Project had drawn only an amount of Kshs.3,127,882,038 or 16 % of the
total donor funding as 30 June, 2025 compared to 100% project period lapse an indication
of very low project funds absorption.

ln the circumstances, the credit lapsed without being fully utilized and the project's
planned deliverables earmarked for completion had not been realized.

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.

Other Matter

Unresolved Prior Year Matters

ln the prior year audit report, three issues were raised under the Emphasis of Matter and
Report on Report on Lawfulness and Effectiveness in Use of Public Resources. These
include long outstanding pending bill, low absorption of Project funds and delayed Project
implementation. Review of the status during audit of the Project in 202412025 revealed
that the matters remained unresolved.

Other lnformation

The Management is responsible for the Other lnformation set out on page v to xviii which
comprise of Project lnformation and Overall Performance, Statement of Performance
Against Predetermined Objectives. Environmental and Sustainability Reporting, and
Statement of Project Management Responsibilities. The Other lnformation does not
include the financial statements and my audit report thereon.

ln connection with my audit on the Project's financial statements, my responsibility is to
read the Other lnformation and in doing so, consider whether the Other lnformation is

materially inconsistent with the financial statements or my knowledge obtained in the audit
or othen',uise appears to be materially misstated. lf based on the work I have performed, I

conclude that there is a material misstatement of this Other lnformation, I am required to
report that fact. I have nothing to report in this regard.

My opinion on the financial statements does not cover the Other lnformation and
accordingly, I do not express an audit opinion or any form of assurance conclusion
thereon.

Report of the Auditor-General on National Urban Transport lmprovement Project Loan No.5l50 KE for the year
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REPORT ON LAWFULNESS AND EFFECTIVENESS IN THE 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, I 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.

Basis for Conclusion

1. Delayed Project lmplementation

Management entered into a contract between Kenya National Highways Authority and a
contractor for rehabilitation and capacity enhancement of James Gichuru Road Junction
to Rironi Highway (A1 04) at a cost of Kshs.16,366,586,563 (inclusive of taxes) for a period
of thirty-six (36) with a twelve (12) months defect liability period (DLP) commencing on
03 August, 2017 and original expected completion date was 03 August, 2021. The
contract sum was later varied to a sum of Kshs.20,4 14,794,998 and the contract period
extended several times by fifty-four (54) months to an expected completion date of 19
February, 2026. However, review of monthly progress report for June,2025, revealed
that works completed (physical progress) was at 78% against time elapsed of 94%
indicating that the project implementation is behind schedule.

Field inspection carried out in September,2025 revealed that the contractor was on site
and major works were confirmed ongoing. However, the following unsatisfactory issues
were noted; Major pending works on (service roads, street lighting and foot bridges),
sustainability issues as the donor credit was terminated, poor coordination between
County Government of Kiambu and the Authority whereby land marked for the road by
the Authority is also targeted for construction of a level 3 hospital by the County
Government at Gichuru Zambezi and trader road encroachment at Kangemi interchange.

2. Delayed Payments to Persons Affected by the Project (PAPs)

The statement of financial position and as disclosed in Note 9 to the financial statements
reflects amount of Kshs.2,472,242,309 in respect of trade and other payables. lnclude in
the amount is long outstanding balance of Kshs.85,485,483 relating to compensation of
persons affected by implementation of the project (PAPs). Delayed settlement of this
amount contravenes section 111 of the Land AcL,2012 that states that lf land is acquired
compulsorily under this Act, just compensation shall be paid promptly in full to all persons
whose interests in the land have been determined.

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

Report of the Auditor-General on National Urban Transport Improvement Project Loan No.5l50 KE for the year
ended 30 June, 2025 - Kenya National Highwoys Authority
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3. Avoidable lnterest Cost

The statement of financial position and as disclosed in Note 9 to the financial statements
reflects trade and other payables balance of Kshs.2,472,242,309. The trade and other
payables balance includes an amount of Kshs.555,004,119 in respect of interest on
delayed settlement of pending bills amounting to Kshs.2,472,242,309. The claims on
interest accrued on delayed payments could have been avoided if outstanding bills was
settled when due.

Further, trade and other payables includes an amount of Kshs.582,691,256 in respect of
lnterim Certificate number 55 dated 05 March, 2025 resulting from foreign exchange loss
due to exchange rate fluctuations over time and delayed implementation of the Project
which resulted to increase of avoidable costs in form of interest and exchange loss thus
denying the public benefits that could have accrued from the avoidable expenditure.
ln the circumstances, value for money was not realized on the interest charge incurred.

The audit was conducted in accordance with ISSAI 3000 and ISSAI 4000. The standard
requires that I comply with ethical requirements and plan and perform the audit to obtain
assurance about whether the activities, financial transactions and information reflected in
the financial statements are in compliance, in all material respects, with the authorities
that govern them. I believe that the audit evidence I have obtained is sufficient and
appropriate to provide a basis for my conclusion.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

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

Basis for Conclusion

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

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

Conclusion

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

i. 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;

Report of the Auditor-General on National Urban Transport lmprovement Project Loan No.5l50 KE for the year
ended 30 June, 2025 - Kenya National Highways Authority
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The Projects financial statements are in agreement with the accounting records
and returns.

Responsibilities of Management and those Charged with Governance

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with lnternational Public Sector Accounting Standards (Accrual
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 controls, risk management and overall governance.

ln 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 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 57 of the Public Audit
Act, 2015.

ln addition to the responsibility for the preparation and presentation of the financial
statements described above, Management is also responsible for ensuring that the
activities, financial transactions and information reflected in the financial statements are
in compliance with the authorities which govern them, and that public resources are
applied in an effective way.

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

Report of the Auditor-General on National Urban Tronsport lmprovement Project Loan No.5l50 KE for the year
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ii. ln my opinion, adequate accounting records have been kept by the Project, so far
as appears from the examination of those records; and,

iii.

Basis for Conclusion

The Financing Agreement requires that I report on the legal or regulatory requirements,
or on performance information disclosed. These matters require expressing a separate
opinion as to the Project's compliance with laws and regulations. I believe that the audit
evidence I have obtained is sufficient and appropriate to provide a basis for my
conclusion.



Auditor-General's Responsibilities for the Audit

My responsibility is to conduct an audit of the financial statements in accordance with

arti"r"'zzs(+) of ttre constitution, Section 35 of the Public Audit Act, 2015 and the

lnternational StandarOs ot-supreme Audit lnstitutions (lSSA|s)' The standards require

that, in conducting the audit, I obtain reasonable assurance about whether the financial

statements as a whole are free from material misstatements, whether due to fraud or error

and to issue an auOitor;s-report that includes my opinion in accordance with Section 48

of the publicAuditAct, iotb. R""ronable assuiance is a high levelof assurance but is

noi , grurrntee that an audit conducted in accordance with lSSA1s will always detect a

material misstatement 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 usJrs laken on the basis of these financial

statements.

ln conducting the audit, Article 229(6) of the Constitution also requires that lexpress a

conclusion on whether or not in all material respects, the activiti-es' 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' ln addition' I

also I consider the entity'i control environment'in order to give an assurance on the

effectiveness of internal controls, risk management and governance processes an-d

systems in accordance with the provisions 6f Section 7 (1) (a) of the Public Audit

Act,2015.

Further, I am required to submit the audit report in accordance with Article 229(7) of the

Constitution.

Detailed description of my responsibilities for the audit is located at the office of the

Auditor-General's website at: lrtips i/www oarcll<.er.rva qo ll-'/ This description forms part of

my auditor's rePort.

FCPA , CBS

Nairobi

26 November,2025

Report of the Auditor-Ceneral on National IJrban Transport Improvement Projecl Loan

en'ded 36 June, 2025 - Kenya National Highways Authority
1
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National Urban Transport Improvatent Projec't
Annual Rqtort aad Flnanclal Ststements for thefinancial year eaded June 30, 2025

7. Statement of Financial Performance for the Year Ended 30th June 2025

G*,."

?,1 AUC ?t?l

Date

Eng. H ru
Director, Development

Date

CPA Kimani Karumba
Ag. Deputy Director (F&A)
ICPAK Member No: 3321

u. A1J0 2025

Date

Revenue

6Rcvcnuc Transfers

Misccllancous Revcnuc

Totel revenue

Erpenres
Employcc costs

Usc of goods and services

and rmortization elpensc

Transfcr to othcr Govcmrncnt Entitics

Other TransfcrJSubsidics/Grants

Ccrtificd Worb
Total erpenscs

Othcr raias/[oscs
Gainloss on salc of Assets

GainlLosg on forcigp cxchange tsaosactions

Imprirmcnt Loss

Surplur/ (def,ctt)

IIIIIIIIIII

)

The accounting policies and explanatory notes to these linancial statements are an integral part of the
financial statoments.

/
\ t^.t/

Eng. Luka Klmell
Ag. Director General
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National Urban Tranpport Improvement Project
Annual Repod and Flnanclal Statements for the financlal year ended lune 30, 2025

8. Statement of Flnancial Position as at 30th June 2025

The financial statements were approved on 77 /'UA U?5 2025 and sigped by

Eng. Luka Kimeli
Ag. Director General

Eng. He ry Gakuru
Director Development

t\U
CPA Isaac Kimanl Karumba
Ag. Deputy Director (F&A)
ICPAK Member No: 3321

G**

2

Assets

Curretrt Asseb
Cash and Cash cquivalcnts '1 3s72s2,002 tztAt2,95s

351252,002 123,412,955

Non{urrent Assets

Propcrty, Plant and Equipmcnt 8 32,091,459,682 30,59t,069,910

Total Non- Curreut Assets 32,091,459,682 30,591,069,910

Totrl Asset! (r) 32,44E:trt,6U 30,714,482,865

Llrbllltles
Current Liabillties
Tradc and Other Payablcs 9 2,472242,309 4,585,054,465

Third Party Dcposits 41,020,416 51,t5r,429
Totel Curent Liebllldes 2,s13262,785 4,&2215,894

Total Llabilider @) 2,513362,785 4,6422ts,894
Net Asscts (e-b) 29,935,448,899 26,072246971

Represented Byl
Accumulated Surplus 6623r,s26 66231,s26
Capital Grant 29,8692t7,371 26,006,015,445

Totel Net Assetr 29935,U8,8y9 26,07244691t

IIIIIIIII

IIIII

Preoayment

Totrl CurreDt Asiets

t0



National Urban Transport Improvement Project
Annual Report and Flnancial Statcmcnls for the financial year endcd June i0, 2025

As ot 306 June 2024 (Cash
Basis) 66,211,525 66,23t,526

Adjustnrents

Asset Recognition 30,591,069,910 30,591,069,910
Liabilities recognition (4,585,054,465) (4,585,054,465)

As at ln htly 2024 26,006,015,445 66,231,526 26,072246,971

Capital Grant for the year 3,863,201,928 3,863,201,928

Surplus/@eficit) for the year

3,863,201,928 3,863,201,929

As at 306 June 2025 29,869,217,373 66,231,526 29,935,U8,899

9. Statemeut of Changes ln Net Assets

The accounting policies and explanatory notes to thcsc financial statements form an integral part
of the financial statemetrts.

The financial statements were approved on 2025 and siped by:

\ rv
CPA Isalc Kimani Karumba
Ag. Deputy Director (F&A)
ICPAK Member No: 3321

1a tt .n1

G,**
Eng. Luka Klmell
Ag. Director General

Eng. ry Gakuru
Director Development

3

Description Capital Grant 46gumnlqted
Surplus

,i

Kshs 'j,



Nstional arban Transport Improvement Project
Annual Report and Finaacial Statemenls lot the tlnanclal year endeil lune 30, 2025

10. Statement of Cashflow for the Year ended 30th June 2025

Cashflow from opcrrtlng acdvities

Receipts

Revcnue Traosfers 6

Total receiptr

Paymentr

Usc of goods and scrviccs

Total payments

Net cash llow from opereting rctivities

Cashflow from investing rctivities

Acquisition of non-fi nancial assets (3,629,362,881)

Procceds from sale of Assets

Acquisition of Intangible assets

Net cach llows from investing activities (3,629J62,881)

Cash flow from Onancing activities

Capital Fund-Gok Couater futrding 6 (a) 3,863,201,928

Net cesh flow from financing activities

Net increasey'Decrease in cash and cash equivalents 233,839,04'.1

Cash and cash equivrlent at I'r July 2024 1 123,412,955

Cash and cish equlvalent at end June 2025 7 357,252,002

4

3,863,201,928



National Urban Transport Improvement Project
Annual Report and Financial Statements for lhe financial year cnded Junc 30, 2025

Kshs KshsKshs Kshs Kshs

l00yo66,231,s26 66,231,526Budget Crrry Overs
from prevlous periods 66,211,526

Receipts

3,863,20t,928 (2t6,493,7E2) t06%675,000,000 2,971,70E,146

Revenue Transfers -Direct

3,929,433,454 (216,493,7E2)3,037,939,672 3,712,939,672l'otal Revenue 675,000,000

Payments

3,613,20t,928

99,137,744 97%675,000,000 3,037,939,672Acquisition of non-
financial asscts

3,613,201,928 99,737,744 970hTotrl Prymerts 675,000,000 3,037,939,672 3,712,939,672
316,231,526 (316,231,525)Surplus

Receipts/Payments Item

11. Ststement of Compsrisoo of Budget and Actual Amounts for the Year ended 30th June 2025

Notes
l. Final Budget vs.3rd Supplementary Budget

The revenue transfers reflected in the GOK Final Budget are higher thaa the 3rd Supplementary Budget due to the receipt of Kshs.
2,940214,364 during the financial year. These funds were specifically allocated for bridge settlement to offset long-standing
outstanding bills

2. Utilization Rate Erceedingl00y" (1060/")
The lo6%o utilization rate is attributed to the fact that the entity had received the full allocation as per the 2nd Supplementary
Budget. Subsequently, thc 3rd Supplcmcntary Budget-which was approvcd later-revised the budget downwards. Since the firnds
had already been received and utilized based on the earlier budget, the utilization appears to exceed 1007o.

5

Orlginol
Budgct

Adjustmcnts

b

Final Budgct

c=a*b

Actual on
Comparoble

Basis

d c=c-dll f=dlc%o

Revenue Transfers -GoK 3,646,708,146

Use of goods and services

3,712,939,672
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Budget Reconciliation

Actual Surplus Amounts a3 per the strtemeDt of Budget 316,231,526

I Retention monies held in the bank as at 306 June 2025 4l,020,4'76

Closing Cash rnd Cash Equlvalent rs per thc atrtemctrt of
Cash flows

357,252,002
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National Urban Transport Improvement Project
Annual Reporl and Financial Stotements lor the financial year ended fune i0, 2025

12. Notes to the Flnancial Statements

1. General Informadon

Kenya National Highwap Authority is established by and derives its authority and accountability from
Kenya Roads Act of 2007. Thc entity is wholly owncd by the Govemment of Kenya and is domiciled in
Kenya. The entity's principal activity is the development, rehabilitation, managemcnt and maintenance of
all National Tnrnk Roads comprising of Class S, A, and B roads.

2. Statement of Compliance and Basls of Preparadon

The financial staternents have been prepared in accordance with the Public Finance Managemeut Act,20l2

and with the htemational Public Sector Accounting Standards (IPSAS).

Thcsc financial statements werc authorizcd for issue by thc accounting officcr on i i ult 
'. 

) l! l1

New and amended slandards and interpretations in issue elfective in the year ended 30

lune 2025.

t.

Applicablc Ia lanuary 2025

The standard sets out the principles for the recognition, measurement, prescntation,

and disclosurc of lcascs. Thc objective is to ensurc that lcssccs and lcssors provide

relevant information in a manner that faithfully represents those transactions. This

iuformation givcs a basis for users of finaucial statcments to assess the effect that

lcases have on the financial position, financial pcrforuuncc and cashflows ofan Entity.

Thc new standard rcquircs cntitics to rccognise, meanuc and prescnt information on

right ofusc assets and lease liabilities.

Thc project does not antlcipate tl at the standard will hovc any impact on the

operalions and rcporting.

IPSAS 44:

Non- Current

Asses Held for

Salc and

Discontinucd

Opcrations

Applicablc Ia January 2025

The Standard requires,

Assets that meet the criteria to be classified as held for salc to be measured at the lower

of carrying amount and fair value lcss costs to sell and thc dcprcciation ofsuch assets

to ccasc and:

Assets that mect the critcria to be classified as held for salc to bc prescnted scparatcly

in thc statemcnt of financial position and the rcsults of discontinued operations to be

presented separately in the statement of financial performancc.

The project does not anlicipate that the standard will have an), in pdcl on the

operations and reporling.

1

3. Adoption of New and Revlsed Standards

IPSAS 43
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IPSAS 45-

Property Plant

and Eguipment

Applicablc Ia January 2025

The standard supersedes IPSAS 17 on Property, Plant and Equipment. IPSAS 45 has

additional guidancd new guidance for heritage assets, infrastructure assets and

mcasurcmcnt. Hcritagc asscts wef,e previously cxcludcd from the scopc of IPSAS l7

in IPSAS 45, heritage assets that satis$ the dcfinition ofPPE shall bc recognised as

assets if they meet the criteria iD the standard. IPSAS 45 has an additional application

guidance for infrastructure assets, implementation guidatrce atrd illustrative examples.

The standard has clarified existing principles e.g valuation of land over or under the

infrastructrue assets, undcr- maintcnance ofasscts and distinguishing significant parts

of infrastru chue asscts.

Thc project does not anlicipate that the stindard will hove any impact on lhe

operations and reporting.

IPSAS 45

Measurement

Appltcablc ld Januory 2025

Tbe objective of this strndard was to improvc meaEurement guidancc across IPSAS

by:

i. Providing further dctailed guidance on the implcmcntation of commonly

used mcasuremcnt bascs and thc circumstauccs undcr which they should

be used.

ii. Clariffing transaction costs guidancc to cnhance consistency across

IPSAS;

iii. Amending wherc appropriate guidancc across IPSAS related to

mcasurcmcnt at rccogtritioD, subscqucnt mcasuremcnt and measurement

rclatcd disclosulcs.

The standard also intsoduces a public sector specific measurement bases called the

curent operational value.

The projccl does ,rot anticipate that thc standard will hove any inpact on the

operations and teponiag,

,L New and amendcd slandards and inlcrpretations in issue but ,tol yet etfective in thc ycar anded

30 Junc 2025

8

IPSAS 47-

Revenue

Applicable ln January 2026

Strnilard,.
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This standard supersedes IPSAS 9- Revenue from exchange hansactions,

IPSAS I I Construction contracts and IPSAS 23 Revenue from non- exchange

hansactions. This standard brings all thc grridance of accounting for revenue

under one standard. The objective of the standard is to establish the priuciples

that an entity shall apply to report useful information to users of financial

statements about the natue, amount, timing and unccrtainty of revenue and

cash flow arising from revenue Eansactions.

The project docs not anticipale that thc standard will hwe any iupact on the

operations and reportlng.

IPSAS 48-

Transfer

Expcnses

Applicable F fanuary 2026

The objective of lhe standard is to establish the principles that a transfer

provider shall apply to rcport useful information to uscrs of financial statements

about the nah[e, amount, timing and uncertainty of expenses and cash flow

arising Aom transfer expense transactions. This is a Dew staDdard for public

sector entities geared to provide guidance to eotities that provide transfers on

accounting for such eansfers.

Thc project docs nol aruicipat€ thal lhe standord will have any impoct on lhc

opcrations and repofting.

IPSAS 49-

Retirement

Benefit Plans

Applicable I't lanuary 2026

The objective is to prescribe the accounting and reporting requirements for the

public sector retirement benefit plans which provide retirement to public sector

employees and othcr eligible participanh. The standard sets the frnancial

statements that should be presented by a retirement benefit plan.

The project doa nol anticipate lhat lhe standard will have any impact on the

operations and rcporting,

Applicable ln lanuary 2027

The objective of this Standard is to specifo the financial reporting for the

exploration for and evaluation of mineral resources. The Standard requires:

i. Limited improvements to existing accounting practices for exploration

and evaluation expenditures.

IPSAS 50:

Exploration

For &

Evaluation of

9
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Mineral

Resources

ii. Entities that recognize exploration and evaluation assets to assess such

assets for impairment in accordqnce with this Standard and measure

any impairment in accordance with IPSAS 26.

iii. Disclosures that identify and explain the arnounts in the entity's
financial statements arising from the exploration for and cvaluation of
mineral resources and help users ofthose financial statements

undentand the amount, timing and certainty of futrue cash flows from
any exploration and cvaluation assets recop.ized.

Thc project do* ttot anticipatc thot ,e standatd will have any impact on the

operations and reporting.

iil Early adoption of standards

Thc projcct did not carly - adopt any ncw or amanded standards in tbc financial ycar

l0
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4. Summary of Signilicant Accounting Policies

a) Revenue recognition

i. Revenue from non-elchauge transactions

ii. Revenue from Erchange transacdons

Interest incoEe
lnterest income is accrued using the effectivc yicld mcthod. The effective yield discounts estimated funrre
cash receipts tfuough the expected life of the fiaancial asset to that asset's net carrying amount. The
method applies this yield to the principal outstanding to determine interest income each period.

b) Budget Information

The original budget for Fy 2024/2025 was approved by the National Assembly on 28th January 2024.
Subscquent revisions or additional appropriations wcre made to the approved budget in accordance with
specific approvals from tbe appropriate authorities. The additional appropriations are added to the
original budget by the entity upon receiving the respective approvals to conclude the final budget.
Accordingly, the entity recorded additional appropriations of Kshs.3,294,433,454 on the FY 202412025
budget following the CounciV Board's approval. The entity's budget is prepared on a different basis to
the actual income and expeoditure disclosed in the financial statements. The filancial statements are
prepared on accrual basis usiag a classification based on the nahue of expenses in the statement of
financial performance, whereas the budget is prepared on cash basis. The amounts in the financial
statements were recast from the accntal basis to the cash basis and reclassified by presentation to be on
the same basis as the approved budget. A comparison of budget and actual amounts, prepared on a
comparable basis to the approved budget, is then presented in the statement of comparison ofbudget and
actual emounts. In addition to the Basis differcncc, adjustnents to amounts in the financial statements
are also made for differences in the formats and classification schemes adopted for the presentation of
the financial statemens and the approved budget. A statement to reconcile the actual amouDts on a
comparable basis included in the statement of comparison of budget and actual amounts and Ore actuals
as per the statement of financial performance has been presented on page 5 under section ,-l of these
frnancial statements.

ll

Transfers from other government entides
Revenues from non-exchaoge transactions with other government entities are measured at fair value and
recoeurized on obtaining control of the asset (cash, goods, services and property) if the transfer is free
Aom conditions and it is probable that the economic benefits or sewice potential related to the asset will
flow to the entity aud cao be measured reliably. To the extent that there is a related conditiou attached
that would give rise to a liability to repay the amount, the amount is recorded in the statement of financial
position and realised in the statement of financial performance over the useful life of the assets that have
been acquired using such funds.
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Notes to the Iinancial statements

c) Property, plant and Equipment

All property, plant and equipment are stated at cost less accumulated depreciation and impairrrent
losses. Cost includes expendihre that is directly attributable to the acquisition or construction of the
item ofproperty appropriately according to the acronyms you use in your financial statements plant
and equipment. When significant parts ofproperty, plant and equipmcnt are required to be replaced at
intervals, the eotity recoqnizes such parts as individual assets with specific useful lives and
depreciates them accordingly. Likewise, when a major inspection is perfomrd its cost is recognized
in the carrying amount of the plant and equipment as a replacement if the recogrition criteria are
satisfied. All othcr repair and maintenance costs are recognizcd in surplus, or deficit as incuned.
Where an asset is acquired in a non-exchange transaction for nil or nominal consideration the asset is
initially measured at its fair value.

d) Leases

Finance leases are leases that hansfer substantially the entire risks and benefits incidental to
ownership of the leased item to the Entity. Assets held under a finance lease are capitalized at the
commencement of the lease at the fair value of the leased property or, if lower, at the present value of
the future minimum lease payments. The Entity also recognizes the associated lease liability at the
inception of the lease. The liability recognized is measured as the present value of thc future
minimum lease payments at initial recognition. Subsequent to initial recogpigien, lease paymcnts are
apportioned between finance charges and reduction of the lease liability to achieve a constant rate of
interest on the remaining balance ofthe liability. Finance charges are recognized as finance costs in
surplus or deficit. An asset held under a finance lease is depreciated over the useful life of the asset.
However, if there is no reasonable certainty that the Entity will obtain ownership of the asset by the
end of the lease term, the asset is depreciated over the shorter of the estimated useful life of the asset
and the lease term

e) Intangible assets

Intangible assets acquired separately are initially recogrrized at cost. The cost of intangible assets
acquted in a non-exchange transaction is their fair value at the date of the exchange. Following initial
recogrition, intangible assets are carried at cost less any accumulated amortization and accumulated
impairment losses. Intemally generated intangible assets, excluding capitalized development costs,
are not capitalized and expenditure is reflected in surplus or deficit in the period in which the
expendihre is incurred. The useful life of the intangible assets is assessed as either finitc or indefinitc.
Intangible assets with an indefinite useful life are assessed for impairment at each reporting date

t2
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Notes to the linancial statements

f) Research and development costs

The Project expenses research costs as incuned. Development costs on an individual project are

recognized as intangible assets when the Project can demonsEate:

sale.

D lts intention to complete and its ability to use or sell the asset.

D How the asset will generate future economic benefits or service potential

D The ability to measure reliably the expenditure during development.

Following initial recognition of an asse! the asset is carried at cost less any accumulated amortization

and accumulated impairment losses. Amortization of the asset begins when development is complete,

and the asset is available for use. It is amortized over the period of expected future benefit. During the

pcriod of development, the asset is tested for impairment annually with any impairment losses recognized

irmediately in surplus or deficit.

g) f,'lnandel lnstruments

IPSAS 4l addresscs the classification, mcasurcment and dc-rccomition offinaacial asscts and financial liabilitics,
introduces new rules for hedge accounting and a new impairment model for financial sssets. 77re entity does not
ha,e any hedge relationships and therefore the new hedge accounting rules have no impacl on the Company's

financial statements. (amend as appropriatQ. A financial instrument is any contract that gives rise to a finaucial
assct of one Project and a financial liability or equity instmment of another hojcct. At initial recognition, the

Project measures a financial asset or financial liability at its fat value plus or miaus, in the case ofa financial asset

or fiuancial liability not at fair valuc through surplus or deficit, transaction costs that are directly attibutable to
the acquisition or issue of the financial asset or financial liability.

Financial assets

Classitication

The Project classifies its financial assets as subsequently measured at amortised cost, fair valuc through net asscts/

cquity, or fair value tkough surplus and deficit on thc basis of both the cntiry's managemcnt model for financial

assets aDd the contractual cash flow charactcristics ofthc financial asset. A financial asset is measued at amortized

cost when the financial asset is held within a managemcnt model whose objective is to hold financial assets in
ordcr to collcct contractual cash flows and thc contsactual tcrms of thc financial assct give risc oD spccified datcs

to cash flows that are solely payments of principal and intErest on the principal outstanding. A financial asset is

mcasured at fair valuc through net asscts/ equity if it is hcld within thc managcmcnt model whose objcctivc is

achieved by both collecting contractual cashflows and selling.

13
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Notes to the financial statemetrts

Subsequent measurement
Based on the business modcl and thc cash flow characteristics, the entity classifies its finaucial

assets into amortizcd cost or fat value categories for financial instnrments. Movements in fair value are presented

in cither surplus or dcficit or ttuough net assets/ equity subject to certain criteria being meL

Amortized cost

Financial assets that are held for collection of contractual cash flows where those cash flows reprcsent solely
payments ofprincipal and interest, and that are not desiguated at fair value through surplus or deficig are measurcd

at amortized cost. A gaiD or loss on an instrument that is subsequently measured at amortized cost and is not part

ofa hedging rclationship is rccogtrizcd in profit or loss whcn thc assct is de-recogrizcd or impaired. lntercst income
from these financial asscts is includcd ia finance incomc using the effective intercst rate method.

Fair value through net assek/ equlty
Financial asscts that are held for collcction of conEachral cash flows and for selling the financial assets, where the

asscts' cash flows represent solcly paymcnts ofprincipal and interes! are measured at fair value through nct assctd

equity. Movements i.n the carrying amount are takeD through net assets, except for the rccopition of impairment
gains or losscs, iotercst revcnuc and foreigp exchangc gains and losses which are rccopized in surplus/deficit.

Intffest income from thcsc financial assets is included in financc income using the effective interest rate method.

Fair velue through surplur or delicit
Financial assets that do not mcct the criteria for amortizcd cost or fair value through nct asscts/ cquity are mcasurcd

at fair value through surplus or dcficit A busincss model whcre the hoject fluoagcs financial assets with thc

objcctive of realizing cash flows through solcly thc salc of thc asscts would rcsult in a fair value tbrough surplus

or deficit model.

Trrde and other receivabler

Trade and other receivables are recogrized at fair values lcss allowances for aoy uncollectible amounts. Trade and

other receivablcs are assessed for impaimrent on a continuing basis. An estimate is made of doubtful receivables

based on a review ofall outstanding amounts at the ycar-end.

Impeirment
The Project assesscs, on a forwardJooking basis, the expected credit loss ('ECL') associated with its financial

asscts carried at amortizcd cost 8nd fair value through nct assctVcquity. The Project rccognizes a loss allowance

for sucb losses at each reporting date. The project did not have any impairment during the inancial year.

l4

financial assets and thc conBacfiral terms of the financial asset give rise on spccified dates to cash flows that arc

solely paymcnts ofprincipal and interest on the principal amount outstanding. A financial asset shall be measured

at fat value through surplus or deficit unless it is measued at amortized cost or fair value through net assets/

equity unless an ertity has madc an incvocablc election at initial rccogpition for particular invcstrneots in cquity
instrumetrts,
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Notes to the financial statemetrts

Classitication
The Project classifies its liabilities as subsequently measured at amortizcd cost exccpt for financial liabilities
mcasured through profit or loss.

h) Inventories

lnventory is measured at cost upon initial recognition. To the extcnt that invcntory was receivcd through non-
excbange transactions (for no cost or for a nominal cost), the cost of the inventory is its fair value at the date of
acquisition.

Costs incurrcd in bringing cach product to its prescut locatiou aud conditions are accounted for, as follows:

D Raw matcrials: purchase cost using thc wcightcd average cost method.

D Finished goods and work in progrcss: cost of dirccl materials and labour and a proportion of
manufachring overheads based on the normal operating capacity but excluding borrowing costs.

After initial rccopition, invcntory is measured at the lower of cost and net realizable value. However, to the extent
that a class of inventory is distributed or deployed at no charge or for a nominal charge, that class of inventory is
measured at the lower of cost and current replacement cost.

Net rcalizable valuc is thc cstimatcd sclling price in the ordinary coursc of opcrations, lcss thc cstimatcd costs of
completion and thc estimatcd costs necessary to make thc salc, cxchange, or distribution. Invcotorics arc rccogrizcd
as an expense when dcployed for utilization or consumption in the ordinary course of operations ofthc Project.

i) Provisions

Provisions are recogrized when the Project has a present obligation (legal or constructive) as a result of a past

event, it is probable that an outflow ofresowces embodying economic benefits or service potcntial will bc required

to settle the obligation and a rcliable estimate can be made of lhe amount of the obligation. Where the Project

cxpccts somc or all ofa provision to be reimburscd, for example, under an insurance cont-act, the reimburscment

is recop.izcd as a scparatc atsct oDIy when thc reimburscmcnt is virtually certain. The cxpense rclating to auy

provision is presented in the statement of financial performance net ofany reimbursement.

C o nti n g e n t liabi lities

Thc Project docs not rccognize a contingcnl liability but discloses details ofany contingencics in thc uotes to the

financial statements unless the possibility of an outflow of resources embodying cconomic bencfits or service

potcntial is remotc.

l5

Fiaancial liabilitks
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contingent assels

The Projcct docs not recognize a contingcnt asset but discloses dctails of a possible assct whosc existeocc is

contingent on the occurrence or non-occurence of one or more uncertain funlle evetrb uot wholly within the

control of thc Project in thc notes to the financial statements. Contingent assets are asscsscd continually to cnsure

that dcvelopmcos arc appropriately reflected in the financial statemcnts. If it has bccomc virtually ccrtain that an

inflow ofeconomic benefits or service potential will arise and thc 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.

j) Nature end purpore of reserves

The Authority creates and maintains reserves in terms of specific requirements. The Authority maintains
grants and surplus reserves. The grant reserves are exchequer and donor funds received from the

Govemment and Development Parhers for development of roads. The surplus reserve represents the

surplus or deficit of intemally generated funds against the project operation cxpenses and transfers. The
exchequer and Development partner funds are capitalized in the statement of financial position. However,
the portion of exchequer and Development Parher funds spent on non-capital items or project expenses

is transfened to recurrent hrnsfers and treated as recurrent government grants and development partner
grants and expenditures accordingly

k) Chenger ln eccoundng policics and ertimetes

Thc Project recognizcs the cffccts of changcs in accounting policy rctrospcctivcly. The cffccts of changcs in
accounting policy arc applicd prospcctivcly ifrctrospcctivc application is impractical.

l) Employee beoefi8

Retlrement beaeflt plrnr

Thc projcct docs not crrploy projcct spccific anployecs hence does not maintain rctircmcnt bcncfit Plans.

m) Forelgn currency tranrections

l6

Notes to the financial strtements

Transactions in foreign currencics are initially accounted for at the ruling rate ofexchange on thc date of
the hansaction. At each reporting date, foreign crrrrency monetary items are translated using the closing
rate. Non-monetary items measured in historical cost are tanslated using the exchange rate at the date of
the transaction, and those measured at fair value are tanslated using the exchange rates at the date when
the fair value was determined. Exchange differences arising from the settlement of monetary items or
translation of monetary/non-monetary items at rates different from those at which they were initially
reported are recognized in surplus or deficit in the period.
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Notes to the llnancial ststements

o) Related pardes

The Project regards a rclatcd party as a person or an entity with the ability to exert control individually
or jointly or to exercise significant influence over the Entity, or vice versa- Members of key management
are regarded as related parties and comprise the directors, the Principal and senior managers

p) Serviceconcegsion errangement!

Thc Project analyses all aspccts of servicc concession arrangements that it enters into in determining the

sppropriate accounting treatrnent and disclosure requircments. In particular, where a private party conbibutes an

asset to the rangemetrt, The project rccognizes that asset when, and only when, it controls or regulatcs the

services. The operator must provide together with the asset, to whom it must provide them, and at what pricc. In
thc case of assets othcr than 'whole-of-lifc' assets, it controls, through ownership, beneficial entitlemcnt or
otberwise - any sipificant residual intcrest in the asset at the end of tbe arrangement. Any assets so rccogpized

are mcasured at thcir fair value. To the extent that an asset has bcen recogrrized, the Project also recogrizcs a

corresponding liability, adjusted by a cash consideration paid or reccived.

Cash and cash equivalents comprise cash on hand and cash at baoh short-term deposits on call and highly liquid
investments with an original maturity of three months or less, which are readily convertiblc to known amounb of
cash and are subject to insignificant risk of changes in value. Bank account balances include amounts hcld at the

Central Bank ofKenya and at various commercial banks at thc end of thc financial year.

r) Subsequent events

There have been no events subseque[t to thc financial year end with a significant impact on the financial statemcnts

for the year ended Junc 30 , 2025 .

17

n) Borrowing costs

Borrowing costs are capitalized against quali$ing assets as part ofproperty, plant and equipment.

Such bonowing costs are capitalized over the period during which the asset is being acguired or
constructed, and bonowings have been incurred. Capitalization ceases when construction of the asset is

complete. Further borrowing costs are charged to the statement offinancial performance.

q) Cerh snd crrh equlvrlenb



National Urban Transport Improvement Project
Annual Report and Financial Statcments lor rtc financial year ended fane i0, 2025

Notes to the linancial statements

5. Significant Judgments and Sources of Estimation Uncertainty

Estimates and assumptions.

Useful |ives and residual valucs

Provisions

Provisions were raiscd and rnanagement determincd an estimate based on the inforrnation available. Therc were

no additional provisions madc in the financial year.

Provisions are measured at the management's best estimate of the expcnditure required to settle the obligation at

thc reporting date and are discounted to prcscnt valuc where thc cffcct is material.

18

Thc preparation of thc Project's financial statcments in conformity with IPSAS requires managcmcnt to make
judgrnents, estimates and assumptions that affect the reported amounts ofrevenues, exp€Dses, assets and liabilities,
and the disclosurc of contingent liabilities, at the end of the rcporting pcriod. Howcvcr, unccrtainty about thcsc

assumptions and estimates could result in outcomes that require a material adjustrnent to the carrying amount of
thc asset or liability affected in funre pfiiods.

The key assumptions concerning the future and other key sources of estimation uncertainty at the reporting date,

that havc a significant risk ofcausing a matcrial adjustslrctrt to thc carrying amounts ofassets and liabilitics withia
the next financial year, are described below. The Project based its assumptions and estimates on parameters

available when the consolidatcd financial statements wcre prcpared. However, existing circumstances and

assumptiorui about future developments may change due to market changes or circumstances arising beyond the

control of the Project. Such changes are rcflected in thc aszumptions when they occur. IPSAS 1.140

Thc useful lives and residual values of assets are assessed using thc following indicators to inform potentiel future

use and valuc from disposal:
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Notes to the Financial Statements

6. Revenue Transfers

a) Details to Revenue Transfer

7. Cash and Cash Equivalent

GoK Countcr Part funding 922,987,564

Transfcrs from Dcvclopmcot partners

Other unconditional transfers @ridge Settlement Financing) 2.940,214,364

Total Unconditional Trenrfers (a) 3,863,201,928

Conditional Trensfers

Transfers from Development parhen (AfDB)

Trausfers from Devclopmcot parmer 2

Other conditional transfers (specrfy)

Totel Condidonrl Transfers (b)

Totel Trrnsfers for the Yeer (a + b) 3,863,201,928

Kshs IGhs Kshs Kshs
3.863.201.928State Departrnent of Roads GOK Fuuding 3,853,201,928

African Development Bank
3.863,201928Subtotel 3,863,201828

Deferrcd lncome rcalized

Total 3,863,201,928 3,863,201928

357,252,002 123,412,955Cash in Bank

357,252,002 123,412,955Total Cash and Crsh Equivalents

19
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Project Bank Accounts

8. Property, Plant & Equipment

Locel Currency Accountg

Co-opcrative Bank of Kcnya [A/c No.0 l 1 4 1 1 60979900] 3t6,231,526 6621t,s26

National Bank ofKenya Ltd. [A/c No. 0100132733200] 41,020,476 57,181,429

KCB Revenue [A/c No.1274695775]

Total bsnk rccount bahDces 357-252-002

Deprecladon rete

As At lJuly 2024 (openlng belences) 12,575,,575,631 18,015,494,273 30,591,069,910

Additions 29,744,970 1,806,994,456 t,836,739,426

Disposals

Transfers/Adj ustrnents 1s6,919,491 (493,269,t45) (336,349,6s3.77)

As at 306 June 2025 12,762,240,098 19329,219,584 32,091,459,582

Depreclation And Impairmcnt
Ar at lJuly 2025

Dcpreciation charge for thc year

lmpairment loss

Transfers/ Adjustments

As At 306 June 2025

Net Book Values

12,575,575,637 18,075,494,273As at I't July 2024 30,591,069,910

As at 306 June 2025 12,762,240,098.00 19329,219,584 32,09r,4s9,582

20
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9. Trade and Other Payable

10. Third -Party Deposits

Trade payables 2,472,242,309 4,58s,054,465

Total trade and other peyrbles 2,472J.42309 4585,054,465

ComparativeAgeing analysls: (Trade rnd other
payables) Current FY Yo of the

Totrl FY
7e of the

Totrl
Under one year 2,169,846,420 88% 0%

I -2 years t03,316,143 4% 0%

2-1 years t43,339,233 6% 0%

Over 3 years 55,740,5 r 3 2o/o 4,585,054,455 100%

Totrl (tle to above totel) 2,472,242309 4,585,054,465I I

Cootractor's Retention 4t,020,476 s't,t&t,429
Total deposltr 41,020,476 57,181429

Comprrativc
Ageing analysis: @efundeble deposits) Current FY

oh oI lbe
Total FY

7o of the
Totd

0% 16,160,956Under one year 28%
l -2 yeats 0% 1,964,779 4%

2-3 years 1,964,779 5o/o 39,055,697 680/o

39,055,697 95%Over 3 years 0%

Totsl 41,020,416 57,181,432 I

2t
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Notes to the Financial Strtements

11. Cash Generated from Operatlons

12. Related Party Disclosures

SurpluVDeficlt for the year

usted for:
Dqrreciation
Non-cash grants received

Impairment
Gains and losses on disposal of assets

Wo capital adjustments
Lrcreasc in invcntory
Increase in receivables

Incrcasc in dcferred income
lncrease in payables

lncrease in paymcnts receivcd in advancc

Net cash flow from operadng activities

Tranncdons with releted parder
e) Seler to relrted pertles

Sales ofelectricity to govt agcncics

Total
B) purchases from related parties

Pruchases of electricity from KPLC
Totsl

b) Grants /trenrfers from the govertrEent

Grants Aom national govt 1,863,201,928

Grants from county government

Donations in kind

Total 3,863,201,928

c) Expenses incurred on behalf of related prrty

Payments of salaries and wages for xxx employees

Paymcots for goods aod services for FY 202412025 3,611,20t,928
Total 3,613301,928

d) Key mrnsgement compensation
Directors' emoluments

Compensation to key mauagemeDt

Total

22
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13. Events after the Reportlng Period

There were no material adjusting and non-adjusting events after thc reporting period.

14. Ultimate and Eolding Entity

The Eotity is a Statc Corporation under 0re Ministy of Roads and Transport. Its ultimate parent is tbe Govemment
ofKenya.

15. Currency
The financial statements are presented in Kenya Shillings (Kshs) rounded to the nearest Kshs.

23
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13. Annexes

Anner l-Prior Year Auditor-General's Recommendations

Ref
No.

Issue / Observadons from Audltor Management commeDt3
Timeframe

I

Emphasis of Matter

Long Outstanding Pending Bills
Note 12 under other imporlant disclosures to the financial
statements reflects pending accounts payables balance of
Kshs.4,585,054,465 as analyzed in Annex 4 which compriscs

of Kshs.2,789,191,2'19 for construction of civil works and

Kshs. 1,795,E63,1 86 for land compensatiotr. The pending bills
have been outstanding for long some dating back to May,
20t9. No explanation was given on why the pending bills did
not form first charge in the subsequent years as provided for
in Regulation a2(l )(a) of Public Finance Management
(National Government) Regulations, 20 I 5.

Delayed settlement of the pending bills may result to loss of
public funds due to accrued penalties and interest costs on

unpaid amounts. Further, failure to clear pending bills in the
year to which they relatc distorts the budget of the following
year as they constitute a first charge on that budget

We note the audit observation that as at 30 June

2024 the pending bills amounted to

Kshs.4,585,054,465 and that they are long

outstanding.

We wish to clarify tbat the pending bills are as a

result ofinadequate GoK budgetary allocations in

the current and prior financial years.

The Authority has, however, managed to rcduce

the pending bill from Ksbs. 4,585,054,465 to

Kshs.2,472,242,3 I 0 in FY 202412025.

The Authority will continue to closely liaise

ln addition, the Authority has managed to secure

budget allocation and settle pending bills
amounting to Kshs.245,2257E2 in the current FY
2024D025.

We wish to fudher clarifu that the pending bills
have formed first charge to the budget allocated

in the subsequent finatrcial years. However, the

budget allocation has not been sufficient to settle

the cumulative outstanding pending bills with

more billing added as works progress.

Not
Resolved

Continuous

24
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Ref
No.

Issue / Observations from Auditor Management conments Status:
Timeframe:

2

We note the audit observation that the financial
statements disclose in Note 2.7 on Funding
Summary that the Project was for a six (6) year

period and funding commitments of
Kshs.19,I40,160,545 and Kshs.29,862,488,597
from the development partner (Donor) and

Govemment of Kcnya (GOK) respectively, all
totalling Kshs.49,002,649,142 yet the Project had
drawn only an amount of Kshs.3,127,882,038 or
16 % ofthe total donor funding as 30 June, 2024
compared with 100% project period elapsed an

indication ofvery low project funds absorption.
Wc wish to clarify that this is because the credit
facility by the World Bank had been cancelled on
2l December 201 8.

Not
Resolved

Continuous

3

Other Mafter

Unresolvcd Prior Year Matters
In the audit report of the previous year, several issues were

raised under the Report on Financial Statements, Report on

Lawfulness and Effectiveness in Use of Public Resource, and

Report on Effectiveness of lnternal Contols, Risk
Managemcnt and Governance. However, Management had
not resolvcd thc issues as at 30 1une,2024.

We note the audit observation.

We wish to clari$ that thc Authority has appeared

before the Public Accounts Committee and made

its submissions on all matters raised by the

Auditor General on the Project financial

statements up to FY 2021122.

Not
Resolved

Continuous

Low Absorotion of Proiect Funds

Review of the financial statements and as disclosed under

project information and overall performance in Note 2.7 on

Funding Summary indicates that the Project was for a six (6)

year period and funding commitments of
Kshs. I 9, I 40, I 60,545 and Kshs.29,862,488,597 from the

development partner (Donor) and Govcmment of Kenya

(GOK) respectively, all totalling Kshs.49,002,649,142.

However, the Project had drawn only an amount of
Kshs.3,127,882,038 or 16 % of tbe total donor funding as 30

1we,2024 compared with 100% project period clapsed an

iadication of very low project funds absorption.

ln the circumstances, the credit may lapse without being

fully utilized and the Project's planned deliverables

earmarked for completion with the funding may not be

realized

25
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Ref
No.

Issue / Observations from Auditor Managemenl comments Status:
Timeframe:

4

Basis for Conclusion

Delayed Project Implementation

Management entered into a contract between Kenya

National Highways Authority and a contractor for
rehabilitation and capacity enhancement of James Gichuru

Road Junction to Rironi Highway (A104) at a cost of
Kshs.16,366,586,563 (inclusive oftaxes) and for a period of
thirty-six (36) months plus twelve (12) months defect

liability period. The contract slrm was later revised to a sum

of Kshs.20,414,794,998 and contract pcriod was extended by

four (4) years and nine (9) months ending 24 March,2024.

However, review of monthly progress report for June, 2024,

revealed that works completed (physical progress) v/as at

74%o agaitsl the planned physical progress of 100%. Further,

the amount of works certified to date is Kshs.15,754,005,980

or 77o/o of the total contract sum while atr amount of
Kshs.12,871,647,971had been paid. The time elapsed was

eighty-tluee (83) months or l01.4Yo of the contract period.

Further, field inspection carried out on 13 September,2024

revealed that the contractor was on site but the following
works were still pending four (4) months after the set

completion date; structural works - Kangemi bridge (km

323+505); approximately 32km ofservice roads; 20.5km of
interchange slip roads; 20no. foot bridgcs; approximately

30krn of u-drains; 50kn of foopaths and streetligbting; 4lcn

Nairobi School intemal access road network; 250 metres

Kenya Forcstry Research Institution (KEFRI) Muguga

We note the audit observation that the physical
progress of the project is al74o/o against planned
progress of 100% as at June 2024.

We wish to clarifu that this was majorly
occasioned by the cancellation ofcredit facility on
the 2 I December 201 8 thereby transferring thc
sole responsibility of financing the project to the

Government of Kenya.

Further to this, the project has experienced
inadequate GoK resources ari a result of
inadequate budget allocations to the project over
the ycars.

The Authority will continue to closely liaise with
the Parent Ministry and the National Treasury for
additional budgetary allocation and timely release
of Exchequer to complete the pending works.

We note the audit observation.

We clarify that as at Scptember, 2024 some works

were yet to be completed however as at May 2025

the status was as below

i. Approximately 32km of service roads:

ii. 20.5km of interchange slip roads

iii. 20no. foot bridges

iv. Approximately 30km of u-drains

v. 50km of footpaths and streetlighting

Not
Resolved

Continuous
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Matrsgemetrt commeDts Status:
Timeframe:Ref

No.
Issue / Observations from Auditor

vi. 4lsr Nairobi School internal access road

network;

vii. 250 meters Kenya Forestry Research

Institution (KEFRD Muguga station

internal access road network and parking;

viii. Improvement of Kangemi and Kinoo
markets in conjunction with the County

Governments of Kiambu and Nairobi as

proposed in the resettlement action plan

prepared for the project

We note the audit observation

We however wish to note that interest on delayed

payment is a contractual obligation provided for
in the contract agreemeDt which thc contractor

opted to raise as a result of delays in settling the

pending bills.

The Authority will continue to closely liaise with
the Parent Ministry and the National Treasury for
additional budgetary allocation and timely release

ofExchequer.

station internal access road network and Parking;
improvement of Kangemi aud Kinoo markets in conjunction

with the County Govemments of Kiambu and Nairobi as

proposcd in the resettlement action plan prcpared for the

project.

In addition, as at time of physical verification, Septcmber,

2024, the project had accumulated Intcrest on delayed

Payments amounting to Kshs.1,247,395,801 that could have

otherwise becn avoided. Delay in completion of thc road

projects will lead to increase in avoidable costs of interest

and penalties on delayed payments as well as deny the public

the benefits that would havc accrued fiom the completed

project.

In the circumstances, value for money of
Kshs.12,871,647,971 already incurred could not be

confirmed

G^,*
Eng. Luka Kimeli
Ag. Director General

Eng. H kuru
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Annex 2: Reconciliation of Inter -Entity Transfers.

G...
Eng. Luka Klmeli
Ag. Director General

CPA Isaac Kimani Karumba
Ag. Deputy Director (F&A)
ICPAK No.3321

ProJect Name: National Urban Transport Improvement ProJect

Break down of Transfers from the State Department of Roads
A. Government Counterpart Funding

Bank Statement Date Amount (Kshs) FY to which the
amounts relate

l-Jul-24 922.987.564

Total Total 922,987,564
B, Direct Payments

Total
c Others

Bridge Financing 2,940,214,164

Total 2,940,2L4364
Totd (A+B+C) 3,863,201,92E
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Annex 4 - Summary of f ired Asset Register

Annex 5- Analysis of Pending Bills

(Ksh) (KSh) (KSh)(KSh)(KSh)
2024-2025 2024-20252024-2025 2024-20252023-2024

(D: (a)+ (b)+(c){d)+Oe(d) e)(a)( (c)

336,349,654 12,239,225,983Land 12,575,575,637

19,852,233,6991,836,',t39,426Work in Progress 18,015,494,273

32,097,459,682336,349,65430,591,069,910 1,836,739,426Total

Supplier of
GoodVServices Date Invoiced Original Amount

Amount Paid To-
Dete

Outstandinq Balance
Outstanding

Belance
Comments202+202s 2023-202/

v b c=a-b

Sub-'total
Civil Works
China Wu Yi l3-May-19 274,9',10,290 274,970,290 10,807,346 l3
China Wu Yi l0-Mar-20 246,877,905 246,877,905 32,658,141 2l
China Wu Yi l0-Feb-20 220,0/,8,438 220,048,438 54.744.157 22

China Wu Yi l4-Aue-20 4s8,62s.5t2 45E,625,512 72.96t.359 21

China Wu Yi 30-Oct-21 3'17,068,167 377,068,16'l 5l,079,691 37

China Wu Yi 29-lan-22 622,'146,556 622,'t46,556 224,704,448

China Wu Yi 2l-Apr-22 4t2,242,3t1 4t2,242,3t1 342,161,1l8 4l
Qhinl Wu Yi 23-May-22 550,O03,726 5s0,003,726 464,635,343 42

30-Sept-22 21r,990,443 E8,65 r,210 143,339,233 23t,990,443
China WuYi l9-lat23 113,686,749 l13.686.749 t13.686.749 44

ChinaWuYi l9-Iat-23 9r,146,855 91.146.855 91,146,855 45

China Wu Yi 22-Oct-23 161,112,6U 161,312,684 t61,312,684 46

29

Asset class Hlrtorlcal Cost b/f Additlons durlng
the yesr

Disposals
durlng the' yerr

Trancferu ln/(out)
durlng the year Hlstorical Cost c/f
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93,901,380 474t,525,87293,901,380 52,175,508ChinaWuYi 09-Dec-23
486t,790,271 510,294,570st0,294,570 448,5M,299China Wu Yi l9-Feb-24

r 88,852,462 49t 88,852,46224-Aue-24 t88,852,462
50144,254,533 144,254,513144,254,5t3Chine Wu Yi 02-lul-24
5l109,592,72703-Oct-24 109,592,727China Wu Yi
52s44,383,73103-Oct-24 544,383,711China Wu Yi
5370,77E,47s70,778,475China Wu Yi l8-Jun-25
54415,45t,7944t5,45t,794China Wu Yi 6 Feb 2025
55s82,691,256582,69t,256Qhinx Wu Yi 13 Mar 2025
5630,693,37430,693,3749 May 2025China Wu Yi
5753,403,098Chine Wu Yi 9 May 2025 53,403,098

2,386,7s6,827 2,7A9,191,2796.505.017.036 4,11t,260.,210Sub-totol
Lrnd
Compensadon

85,485,48312,762,240,098National t-and
Cornmission

4,5Es,0s4,465t6,795,014,E24 2,412.,242,31019,267,257,t34Grand-Total

-

China Wu Yi

1,795,863,186t2,6't6,754,615
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