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1. Acronyms and Glossary of Terms

CBK Central Bank of Kenya

ICPAK Institute of Certified Public Accountants of Kenya
IMF International Monetary Fund

IPSAS International Public Sector Accounting Standards
NT National Treasury

PFM Public Finance Management.

PSASB Public Sector Accounting Standards Board

WB World Bank

Comparative FY Financial year preceding the current financial year.
HoA Horn of Africa

Comparative FY Financial year preceding the current financial year.

GoK Government of Kenya
IDA International Development Association
HOAGDP Horn of Africa Gateway Development Project

CEO Chief Executive Officer
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2. Project Information and Overall Performance

2.1 Name and registered office
The project’s official name is Horn of Africa Gateway Development Project
(HOAGDP)

Objective

The overarching objective of the HoA Program which the proposed project will
contribute to is “enhancing connectivity among the HoA countries and access to
seaports; facilitation of domestic and regional trade and economic integration,
and improved security and road safety”.

This will be achieved through a sequential improvement in physical and
institutional infrastructure and promoting trade and investing in development
facilitation interventions. The overall program will be implemented in a Series of
Projects (SoPs). The first project of the program (Phase 1- Kenya) focuses on
Kenya which is the gateway to HoA for east, south and central Africa. The follow-
on Phases will focus on the improvement of adjoining economic corridors, trade
facilitation, digital connectivity, human development, and promoting resilience in
Somalia and Ethiopia.

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

Telposta Towers, 12th Floor
Kenyatta Avenue

P. o Box 27150-00100

Tel: +254-20-2089061

Nairobi, Kenya

Email: communications@ict.go.ke
Website: www.icta.go.ke

The project also has regional offices in all Counties.

Contacts: The following are the project contacts:
Telephone: (254) 20 2089061

E-mail: communications®@ict.go.ke

Website: www.icta.go.ke

v




Horn of Africa Gateway Development Project (HOAGDP) -
Annual Report and Financial Statements for the financial year ended June 30, 2024

Project information and overall performance (continued)

2.2 Project Information
Project Start Date: 08-09-2020
Project End Date: 30-06-2028

Project Manager:

Thomas Odhiambo

Project Sponsor:

IDA/GOK

achievement of strategic

goals

2.3  Project Overview
Line Ministry/State | Ministry of Information Communications and
Department of the | The Digital Economy/ State Department of ICT & Digital
project Economy
Project number IDA- P161305 Credit No. 6768- KE
Strategic goals of the | The objectives of the project are to improve:
project (i) the movement of people and goods and
digital connectivity and access to social
services to communities at designated
locations along the targeted sections of
the Isiolo-Mandera regional road
corridor, and
(ii) the capacity of selected transport related
institutions in Kenya.
Summary of  Project | This project will increase the growth of the ICT sector
Strategies for | BY:

i. Increasing network coverage and quality of the
network (Enabled 4G)

ii.  Enable cross-connect traffic from Kenya, Somalia
and Ethiopia.

iii.  Enhance delivery of E-Government, E-Learning
and E-Health services to all citizen in the
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counties mentioned.

iv.  Facilitate trade between countries in the Horn of
Africa Region.

v. Enhance the ability of private sector to
communicate and do business in the region.

vi.  Reliable connectivity will enhance security in the
region.

Other important
background information

of the project

At a regional level, the proposed project will support the
implementation of the HoA Initiative as well as the
African Union (AU) for Infrastructure Development in
Africa (PIDA) strategy on improving regional economic
corridors to contribute to:

(a) regional integration among countries in the HoA and
global markets;

(b) integration of North-eastern Kenya with the rest of
the country and the domestic market;

(c) upgrading 365km of the Isiolo-Mandera regional
economic corridor;

(d) expanding the territorial digital connectivity by laying
740km of backbone fiber optic cable and 200km of spur
last-mile connection fiber optic cable;

(e) enhancing resilience by supporting the socio-
economic livelihoods of the communities along the
economic corridor; and (f) human capital development.

Current situation that the
project was formed to

intervene

At the national level the project will:

(a) protect and enhance the livelihoods of the vulnerable
and marginalized communities in Northeastern Kenya;

(b) support the implementation of Kenya’s long-term
development strategy, Vision 2030, transitioning into a
middle-income  country  which  emphasizes the
improvement in the provision of infrastructure and
services, poverty reduction, accelerating sustainable
growth, reducing inequality, enhancing equity, and
managing resource scarcity;

vi
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(c) support the implementation of the Integrated
National Transport Policy (INTP) of 2009 which envisages
the establishment of a world-class integrated transport
system responsive to the needs of people and industry in
the country and improve on road safety; and

(d) Support the execution of Kenya’s National Climate
Change Framework Policy (NCCFP) and Act by building
the institutional capacity to coordinate and enhance
mainstreaming climate change and natural disasters.

Project duration

8 years

vil
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Project Information and Overall Performance (Continued)

2.4 Bankers

(1) Kenya Commercial Bank
Kencom House, Moi Avenue,
P.O. Box 48400-00100,
Nairobi, Kenya

(i)  Citibank NA
Citibank House, Upper Hill Road’
P.O Box 30711-00100
TEL: +254-20-2711221
NAIROBI, KENYA
2.5 Independent Auditor

The project is audited by the Office of the Auditor General

2.6 Roles and Responsibilities

The people involved in the project are underlisted below:

viil



Horn of Africa Gateway Development Project (HOAGDP)
Annual Report and Financial Statements for the financial year ended June 30, 2024

Stanley Chief Executive | Master of Business | Signatory to
Kamanguya, OGW | Officer Administration; subsidiary agreement
Bachelor’s Degree in |with The National
Computer Science. Treasury, CEO
Thomas Deputy  Director | MSc Information | Team Leader and
Odhiambo Programmes and | Systems Project Manager
Standards 20 years’ experience
in project
implementation
Sylas Tomno Deputy  Director | Bsc Economics M&E Specialist
Planning M&E MSc Planning
Oliver Pyoko Deputy  Director | Bsc Finance Accounting Specialist
Finance CPA (K)
Sostanis Okoth Deputy  Director | BSc  Supply Chain | Procurement
Supply Chain | Management Specialist
Management KISM
Alex Njihia Ag. Deputy | BSc Information | Technical Lead
Director Technology
Infrastructure Networking
Certifications
Victoria Njeru Sr. Programmes | BSc Computer | Project Team
Officer Science Member
MBA Information
Systems
James Kimani Sr. ICT Officer- | BSc Computer | ICT Security
Network Security | Science
CISM

2.7

Funding summary

The Project is for a duration of 8 years from 2021 to 2028 with an approved

budget of Euro 21.5 million (use donor currency) equivalent to KShs 2.8 Billion as
highlighted in the table below.

X
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Below is the funding summary:

A. Source of Funds

(i) Grant
(ii) Loan
World Bank / IDA 17,800,000 2,284,590,444 966,844 133,164,637 16,833,156 2,151,425,808

(iii) Counterpart funds

Government of Kenya 472,476,642 - | 65,000,000 - 407,476,642

Total

17,800,000 | 2,757,067,086 966,844 198,164,637 16,833,156 | 2,558,902,450
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Project information and overall performance (continued)

B. Application of Funds

(i) Loan

World Bank / IDA 966,844 133,164,637 649,510 98,734,619 317,334 34,430,018
(ii) Counterpart

funds

Government of Kenya - 65,000,000 - 44,949 918 - 20,050,082
Total 966,844 198,164,637 649,510 | 143,684,536 317,334 54,480,100

X1
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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.

Budget performance against actual amounts for the Project for the
period under review was KShs 100 million, of which KShs 29.0 million was
received. The Expenditure for the period was KShs 39.3 million against a
budget of KShs 100 million. The low consumption is due to the initial
stages of the project. Cumulatively up to date, Total received is KShs
133 million against a budget of KShs 400 million with expenditure
totaling to KShs 98.7 million.

Under counterpart funds, the budget was KShs 30 million, of which was
fully received. The expenditure was KShs 10.5 million against a budget
of KShs 30 million. Cumulatively a total budget of KShs 65 million with
receipts of KShs 65 million and expenditure of 44.9 million.

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

Since its commencement, the Horn of Africa Gateway Development
Project has made significant strides in achieving its physical outputs,
leading to measurable outcomes and long-term impacts that align with
its overarching goals. The progress made thus far demonstrates the
project's potential to transform the region's infrastructure, economy,
and social fabric, contributing to sustainable development and regional
integration. Continued focus on achieving the remaining objectives will
be crucial to ensuring the project's success and maximizing its benefits

for all stakeholders involved

Xil
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iii)  Absorption rate for each year since the commencement of the project is

as shown below:

Period ending Funds Received é)i[t)l:eﬂses ag:grptlon

a b c=b/c%
13 months ending
30/6/22 113,748,479 41,037,111 36%
1/7/2022- 30/6/2023 25,380,617 52,762,464 208%
1/7/2023-30/6/2024 59,035,541 49,884,961 84%
Total 198,164,636 143,684,536 73%

iv)  List the implementation challenges and recommended next steps.

The Horn of Africa Gateway Development Project (HOAGDP) has
encountered several challenges that have impacted its implementation.
These include regulatory compliance delays, budget constraints,
environmental and social concerns, stakeholder coordination issues,
logistical difficulties, and security risks. Each of these challenges has slowed
down progress, increased costs, and sometimes strained relations with local
communities and stakeholders.

Key Implementation Challenges:

1. Regulatory Delays: Slow bureaucratic processes have delayed project
approvals.

2. Budget Constraints: Insufficient and delayed funding has impacted
project timelines.

3. Environmental and Social Concerns: Some construction activities
have negatively affected ecosystems and communities.

4. Stakeholder Coordination: Miscommunication among diverse
stakeholders has caused conflicts and delays.

5. Logistical Challenges: Difficult terrain has complicated the transport
of materials and personnel.

6. Security Risks: Insecurity in certain regions has hindered smooth
project execution.

Xiii
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Recommended Next Steps:

T4

Streamline Regulatory Processes: Create a task force to work
closely with government agencies to reduce delays.

Secure Additional Funding: Explore alternative funding sources,
such as public-private partnerships, to stabilize finances.

Enhance Environmental Safeguards: Conduct more thorough impact
assessments and strengthen community engagement.

Improve Stakeholder = Communication: Develop a robust
management plan to ensure better alignment and collaboration.

Optimize Logistics: Invest in advanced planning and technology to
improve operations in challenging terrains.

Enhance Security Protocols: Collaborate with local security forces to
ensure the safety of project personnel and assets.

By addressing these challenges with targeted actions, the project is better
positioned to overcome obstacles and achieve its objectives.

2.9 Summary of Project Compliance:

All project requirements have been complied with

X1v
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3. Statement of Performance against Project’s Predetermined 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

The proposed project development objectives are to improve the movement of
people and goods, access to digital and social services to communities at
designated locations along the targeted sections of the Isiolo-Mandera regional
trade corridor, and capacity building of selected transport and customs related

institutions in Kenya.

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. Attendant indicators were identified for reasons of

tracking progress and performance measurement.

XV
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Below we provide the progress on attaining the stated objectives

Horn of Africa
Gateway
Development Project

To improve movement
of people and goods
and digital
connectivity and
access to social
services to
communities at
designated locations
along the targeted
sections of the Isiolo-
Mandera regional road
corridor

Improved digital
connectivity

Number of online
public services used
by communities along
the corridor per
month

In FY 23/24 we
increased developed
an assessment tool for
online public services
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4. Environmental and Sustainability reporting

The Horn of Africa Gateway Development Project (HOAGDP) is a strategic
initiative aimed at enhancing regional connectivity and economic integration
through the improvement of transport and digital infrastructure along the Isiolo-
Mandera corridor. The project’s main mandate is to facilitate the seamless
movement of people, goods, and services while also expanding access to
government services through the deployment of a robust fiber optic backbone.
Central to the project's strategy is the commitment to sustainability—ensuring
that the infrastructure developed not only meets current needs but also supports
the long-term socio-economic development of the region.

Sustainability within the HOAGDP framework is defined by the ability to continue
providing high-quality services to the citizens of Kenya over the long term. This
focus on sustainability is reflected in five key areas: sustainability strategy and
profile, environmental performance, social impact, economic viability, and
governance. By embedding sustainability into every aspect of the project, the
HOAGDP aims to create lasting value for communities, contribute to the
preservation of the environment, and align with global best practices.

1. Sustainability Strategy and Profile

The HOAGDP’s sustainability strategy is guided by a commitment to creating
infrastructure that remains viable and beneficial for decades to come. The top
management, including the accounting officer, has placed a strong emphasis on
integrating sustainable practices into all stages of project implementation. This
involves considering the long-term environmental, social, and economic impacts
of the project and taking proactive steps to mitigate potential risks.

Key Points:

« Sustainability Efforts: The project has adopted a holistic approach to
sustainability, considering not just the immediate impacts of construction
but also the long-term operational sustainability of the infrastructure.
This includes the use of durable materials, energy-efficient technologies,
and designs that minimize environmental disruption.

« Political and Macroeconomic Trends: The project aligns with national
development goals and is sensitive to macroeconomic factors such as
inflation, currency fluctuations, and political stability, which can affect
project costs and timelines. By anticipating these challenges, the project
has built in contingencies to ensure continuous progress.

« International Best Practices: The HOAGDP is benchmarked against
international standards for sustainable infrastructure development.
Lessons learned from similar projects globally have been incorporated into
the project’s design and implementation phases, ensuring that the project
meets high standards of sustainability and resilience.

XVil
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« Key Achievements and Challenges: To date, significant progress has been
made in laying the groundwork for sustainable infrastructure. However,
challenges such as budget constraints, regulatory hurdles, and
environmental concerns have required ongoing adjustments to the project
plan.

2. Environmental performance

The HOAGDP is committed to minimizing its environmental footprint through a
comprehensive environmental policy that guides all aspects of the project’s
implementation. The policy emphasizes the protection of biodiversity,
responsible waste management, and efforts to reduce the environmental
impact of the project’s infrastructure.

Environmental Policy:

« The environmental policy of the HOAGDP is designed to ensure that all
project activities are carried out in a manner that respects and
preserves the natural environment. This policy is backed by a robust
framework for monitoring and managing environmental impacts
throughout the project lifecycle.

+ Key Successes:

o The project has successfully implemented measures to protect
sensitive ecosystems along the corridor, including rerouting
infrastructure to avoid critical habitats.

o Efforts to manage construction waste have been effective, with a
significant proportion of materials being recycled or reused.

o The project has also taken steps to reduce its carbon footprint by
incorporating energy-efficient technologies into the design of the
infrastructure.

Shortcomings:

o Despite these efforts, some challenges remain, particularly in
managing the environmental impacts of large-scale construction
activities. There have been instances of habitat disruption and
increased emissions, which the project team is actively working to
address.

Biodiversity Management:

o The project includes specific measures to protect and enhance
biodiversity, such as the creation of buffer zones and the
restoration of native vegetation in areas affected by construction.

XViii
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o A biodiversity management plan is in place, outlining strategies
for the conservation of flora and fauna in the project area.

« Waste Management:

o The project has a comprehensive waste management policy that
prioritizes the reduction, reuse, and recycling of construction
materials. This policy is implemented across all project sites, with
regular audits to ensure compliance.

o Efforts to minimize the environmental impact of waste include
the safe disposal of hazardous materials and the reduction of
waste generated by project activities.

3. Employee welfare

The Human Resource Policy and procedure manual guides our hiring process
considering the gender ratio. The manual is improved after every three (3) years
or as need arises in order to address emerging issues. The amendments are done

by the Board of Directors with the advice of the CEO.

To improve on employee skills. the Authority has a training policy and also a
committee in place that evaluates the training projections from every
employee and the budget allocated for trainings in order to ensure that every
employee has attended a training not less than 5 days per financial year. The
employees attend trainings that are in line with the jobs to improve on their
knowledge and skills. The Authority has a performance appraisal in place
whereby the employees sign targets with their supervisors at the beginning of
the financial year and evaluation is done at the end of the financial year.

ICTA has a policy on safety and compliance with Occupational Safety and
Health Act of 2007, (OSHA

4. Market place practices-
a) Responsible Supply chain and supplier relations-
On local community, the authority ensures that our work with the local
community involves working and supporting local and national charities
and encouraging volunteer work in community activities. The Authority

will also ensure that we deal responsibly, openly and fairly with
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b)

suppliers by ensuring that we use local suppliers as much as possible and
that we will endeavour to pay them on time. The Authority will continue
to forge public private partnership when undertaking the activities in

order to ensure we make a significant positive difference in the society

Responsible ethical practices

The Authority has an Anti-Corruption Committee which meets and
discusses any issue of corruption within the Organisation. There is hotline
in place and a suggestion box to drop

complaints/comments/complements.

c) Regulatory impact assessment

This is to Safeguard citizen and stakeholder’s rights.

XX
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5. Community Engagements
During the FY 2023-2024 the project trained 27 officers in Project planning and

preparation; 14 officers in Prince 2 Foundation and Practitioner; and 13

officers in Fiber Optic Design.

The project staff undertook tree planting exercise at the camp sites in lot 1 and

2 as per the pictures below.
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5. Statement of Project Management responsibilities

The Directors of ICT Authority and the Project Coordinator for Horn of Africa
Gateway Project (HOAGDP) 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, 2024.

This responsibility includes (i) Maintaining adequate financial management
arrangement and ensuring that these continue to be effective throughout the
reporting period, (ii)Maintaining proper accounting 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 and (v)Making accounting estimates that are reasonable in

the circumstances.

The Directors of ICT Authority and the Project Coordinator for Horn of Africa
Gateway Project (HOAGDP) 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 Directors of ICT Authority and the Project Coordinator for Horn of Africa
Gateway Project (HOAGDP) 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, 2024, and of the Project’s financial position as
at that date. The Directors of ICT Authority and the Project Coordinator for Horn
of Africa Gateway Project (HOAGDP further confirm the completeness of the

accounting records maintained for the Project, which have been relied upon in
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the preparation of the Project financial statements as well as the adequacy of the -

systems of internal financial control.

The Directors of ICT Authority and the Project Coordinator for Horn of Africa
Gateway Project (HOAGDP) 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 ICT Authority board on
’

September 27, 2024 and signed by:

.......................

Stanley Kamanguya,
oGwW
Chief Executive Officer  Project Coordinator Project Accountant

ICPAK M.No: 12558

mds Odhiambo Rev. CPA Oliver Pyoko

XXV
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OFFICE OF THE AUDITOR-GENERAL NAIROBI

REPUBLIC OF KENYA

Enhancing Accountability

REPORT OF THE AUDITOR-GENERAL ON HORN OF AFRICA GATEWAY
DEVELOPMENT PROJECT IDA - P161305 CREDIT NO. 6768 — KE FOR THE YEAR
ENDED 30 JUNE, 2024 — INFORMATION AND COMMUNICATION TECHNOLOGY
(ICT) AUTHORITY

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 the Government
achieves value for money and that such funds are applied for the intended purpose.

C. Report on the 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, 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 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 Horn of Africa Gateway
Development Project - Information and Communication Technology (ICT) Authority set

Report of the Auditor-General on Horn of Africa Gateway Development Project Ida - P161305 Credit No. 6768 —
Ke for the year ended 30 June, 2024 — Information and Communication Technology (ICT) Authority

HEADQUARTERS
Anniversary Towers
Monrovia Street

P.O Box 30084-00100



out on pages 1 to 23, which comprise the statement of financial assets and liabilities as
at 30 June, 2024, 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 Horn of Africa Gateway Development Project — Information and
Communication Technology (ICT) Authority as at 30 June, 2024 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 Public Finance
Management Act, 2012 and the Financing Agreement No.6768 dated 7 October 2020
between the International Development Association(IDA) and the Republic of Kenya.

Basis for Opinion

The audit was conducted in accordance with the International Standards for Supreme
Audit Institutions (ISSAIs). | am independent of the Horn of Africa Gateway Development
Project - Information and Communication Technology (ICT) Authority Management in
accordance with ISSAI 130 on the Code of Ethics. | have fulfilled other ethical
responsibilities in accordance with the ISSAIl 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 judgement, are of most
significance in the audit of the financial statements. | have determined that there are no
other key audit matters to communicate in my report.

Emphasis of Matter

Budgetary Control and performance

The statement of comparison of budget and actual amounts reflect final receipts budget
and actual on a comparable basis of Kshs.130,000,000 and Kshs.59,035,541
respectively, resulting to an under-funding of Kshs.70,964,459 or 55% of the budget.
However, the project spent a balance of Kshs.49,884,961 against actual receipts of
Kshs.59,035,541, resulting to an under-utilization of Kshs.9,150,580 or 16% of the actual
receipts.
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In the circumstances, the underfunding may lead to delays in project completion while
low absorption of funds may affect implementation of the Project’s planned programmes
and activities and lead to delayed release of funds from the financier.

My report is not modified in respect of this matter.

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 Information
Conclusion

Management is responsible for the other information set out on page iv to xxv which
comprise of project Information and overall performance, Statement of Performance
Against Project’'s Predetermined Objectives, Environmental and Sustainability Reporting
and Statement of Project Management Responsibilities. The other information does not
include the financial statements and my audit report thereon.

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

Basis for Conclusion

In connection with my audit on the project’s financial statements, my responsibility is to
read the other information and in doing so, consider whether the other information is
materially inconsistent with the financial statements or my knowledge obtained in the audit
or otherwise appears to be materially misstated. If, based on the work | have performed,
| conclude that there is a material misstatement of this other information and | am required
to report that fact. | have nothing to report in this regard.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution and 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, | 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.
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Basis for Conclusion
1. Single Sourcing of Training Consultants

Review of the tender process revealed that the project management engaged two (2)
training consultants towards the end of the year under review, at a total cost of
Kshs.9,798,562, through single sourcing.

Further, Management did not report the direct procurement to Public Procurement
Regulatory Authority as required by regulation 90(1)(b) of the Public Procurement and
Asset Disposal Regulations, 2020 which require an accounting officer within fourteen (14)
days after the notification of the award of the contract, report any direct procurement of a
value exceeding five hundred thousand shillings to the Authority in a format provided by
the Authority.

In the circumstance, Management was in breach of the law and it was not possible to
confirm if value for money was achieved from this process.

2. Delayed Project Implementation

A physical visit to the project site revealed that nothing much had been done as at
30 June, 2024. The actual works of laying internet cables had not started. The
management attributed the delay to incomplete construction of the road along which the
cables are to be laid. The project component of constructing the road is being
implemented by Kenya National Highways Authority (KeNHA).

In the circumstances, Management was in breach of the requirements of the Project
Implementation manual and delayed implementation may result to the objectives of the
Project not being achieved.

The audit was conducted in accordance with ISSAls 3000 and 4000. The standards
require 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 comply, 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 THE EFFECTIVENESS OF INTERNAL CONTROLS, RISK
MANAGEMENT AND GOVERNANCE

Conclusion

As required by Section 7(1)(a) of the Public Audit Act, 2015 and based on the audit
procedures performed on The Effectiveness of Internal Controls, Risk Management and
Governance, | confirm that nothing has come to my attention to cause me to believe that
internal controls, risk management and governance were not effective.
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Basis for Conclusion

The audit was conducted in accordance with the International Standards for Supreme
Audit Institutions (ISSAIs) 2315 and 2330. The standards require that | plan and perform
the audit to obtain assurance about whether effective processes and systems of internal
controls, 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 ON OTHER LEGAL AND REGULATORY REQUIREMENTS

As required by International Development Association (IDA) and financing agreements, |
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;

il. 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 the 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 controls 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 governance.

In preparing the financial statements, Management is responsible for assessing the Horn
of Africa Gateway Development 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 cease operations.

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

In addition to the responsibility for the preparation and presentation of the financial
statements described above, Management is also responsible for ensuring that the
activities, financial transactions and information reflected in the financial statements
comply 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 Horn of Africa
Gateway Development Project financial reporting process, reviewing the effectiveness of
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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

My responsibility is to conduct an audit of the financial statements in accordance with
Article 229(4) of the Constitution, Section 35 of the Public Audit Act, 2015 and the
INTOSAI Framework of Professional Pronouncements (IFPP). The Framework requires
that, in conducting the audit, | 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 auditor’s report that includes my opinion in accordance with Section 48
of the Public Audit Act, 2015. Reasonable assurance is a high level of assurance but is
not a guarantee that an audit conducted in accordance with IFPP 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 users taken on the basis of these financial
statements.

In conducting the audit, Article 229(6) of the Constitution also requires that | express a
conclusion on whether or not 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 addition, |
also consider the entity’s control environment 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.

Further, | 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: https://www.oagkenya.go.ke/auditor-generals-
responsibilities-for-audit/. This description forms part of my auditor’s report.

FCPA ,&BS
AUDITOR-GENERAL

Nairobi

30 October, 2024
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Horn of Africa Gateway Development Project (HOAGDP)
Annual Report and Financial Statements for the financial year ended June 30, 2024

7. Statement of Receipts and Payments for the year ended 30th June 2024.

Receipts and

payments Payments Receipts and | Payments Cumulative

controlled made by payment made by to-date

by the third controlled by | third (From

Note | entity parties Total the entity parties Total inception)
2023-2024 FY 2022-2023 FY

KShs. KShs. KShs. KShs. KShs. KShs. KShs.
Receipts
Transfer from
Government entities 1 30,000,000 30,000,000 10,000,000 10,000,000 65,000,000
Proceeds from
domestic and foreign
grants 2| 29,035,541 29,035,541 15,380,617 15,380,617 | 133,164,636
Total receipts 59,035,541 " - 99:035 541 25,380,617 - 25,380,617 | 198,164,636
Payments
Purchase of goods and '
services 3| 39,319,564 39,319,564 44,354,344 44,354,344 98,734,619
GOK Counterpart :
Expenses 4| 10,565,398 » - 10,565,398 8,408,120 8,408,120 44,949,918
Total payments 49,‘8_8.41-961 49,884,961 52,762,464 - 52,762,464 | 143,684,536
Surplus/ (deficit) //9:1 50,579 0| 9,150,579 | -27,381,847 0| -27,381,847 | 45,194,151

The accountin'

------------------

-----------

Stanle

y Kamanguya, OGW

Chief Executive Officer

A
gements are an integral part

-----------