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East African Skills for Transformation And Regional Integration Project (EASTRIP)
Annual Report and Finoncial Statements for the Financial Year ended June 30, 2023

l. 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

National Treasury

PFM Public lrinance Management.

PSASB Public Sector Accounting Standards Board

World Bank

Comparative FY Financial year preceding the current financial year
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I

2. Project Information and Overall Performance

2.1. Name and Registercd Office

Name: The project's official nams is EAST AFRICAN SKILLS FOR TRANSFORMATION

AND REGIONAL INTEGRATION PROJECT (EASTRIP).

Objective: The key objective of the project is to increase the access and improve the quality of

TVET programmes and to support rcgional integration and Regional cconomic corridors.

Address: The project headquarters offices are in Meru County, Kenya.

The address of its registered office is: 111-60200, Meru

The project also has offices/branches as follows: N/A

Contacts: The following are the project contacts
Telephone: +254 93937581
E-mail : info@merunationalpolytcchnic.ac.ke
Website : www.merunationalpolvtechnic.ac.ke
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East African Skills for Transformation And Regional Integration Project (EAST'RIP)
Annual Report and Financial Statements for the Financial Year ended June 30,2023

2.2. Project Information

2.3. Project Overview

Project Stan Date 'l'he project cffectivc date is 1610912019

Project Ilnd Date: 1'hc project end date is 3l/1212024

Project Manager The project manager is Mr. Mutembei Kigige

Project Sponsor: The project sponsor is World Bank (IDA)

I-ine Ministry/State

Department of the project

Ihe project is under the supervision of the Ministry of

Ilducation.

Project numbcr 6334-KE

Strategic goals of the

project

'l'hc strategic goals of thc project are as follows:

(i) 'l'o provide high quality market driven academic programs

and produce competcnt workforce to the economy

(ii) 1'o attract and retain an adequate, competent and efficient
work force

(iii)To strengthcn the Polytechnic financial management
systcm

(iv)'l'o enhancc Information Communication Technology (lC1')
Intcgration

(v) To enhance a strong and distinct image of the Polytechnic

(vi) 1'o strcngthcn the established Quality Management System

Strategies for achievcment

of strategic goals

'fhe project managcment aims to achicve the goals through the

following means:

(i) Ily providing high quality markct driven academic
programs through adoption of CBET curricula and

industry involvement.

(ii) tly upgrading of trainers' skills through capacity building.

(iii)'l'hrough capacity building of scnior management officers
on financial management.

(iv) Through training on emerging technologies and ICT.

lv



. East African Skills for Transformation And Regional Integration Project (EASTRIP)
Annual Report and Financial Statements for the Financial Year ended June 30, 2023

2.4. Bankers

2.5.

The following are the bankers for the project:

(i) Equity Bank Ltd.

Independent Auditor

The project is audited by the Office of the Auditor General

(v) Through construction of RFTI centre and equipping of
workshops and labs.

(vi)'through co-operative training and exchange programs, the

image of the polyechnic will be enhanced.

(vii) Through strengthening of the quality Management

System

(viii) Through outreach of non-project TVET and signing of
MoUs to increase collaborations and partnerships.

Areas that the project was

formed to intervene

The project was formed to intervene in the following

problems/gaps:

(i) Insufficient Budgetary allocation

(ii) Old and below standard facilities and infrastructure
such as classrooms, Iaboratories, library, waterline
and fence, vehicles, offices and training equipment.

(iii) Absence of basic facilities such as: laboratory
equipment, workshop equipment, reference books,
hostels, staff houses and lack of upgraded
machinery.

(iv)Poor research and development programs

(v) Low industry -'fVIlT linkage

(vi)Inadequate technical staff at the required levels

(vii) Insufficientintemetaccesses

Project duration The project started on l6'h September 2Ol9 and is expected to

run until 3l't December2024
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Annual Report and Financiul Statements for the Financial Year ended June 30, 2023

2.6. Roles and Responsibilities

List the different people who are working on the project. This list would include the project manager

and all the key stakeholders who will be involved with the project. Also, record their role, their

positions, and their contact information.

Mr. Mutembei Kigige
Tel:0721401289
Email:
principal @merunationalpo lytechnic. ac. ke

Principal/
Project Co-
ordinator

MBA
Finance
Dip.
Education
Management.
B Ed.
Mathematics
&
Economics.

To manage the
project at all
levels

Peter Karanu Mbaka
Tel:0722977299
Email : karanumbaka@gmail.com

Centre Leader M Sc. Civil
Engineering
B Sc. Civil
Engineering
B Ed.
'l'echnical

Education

To assist the
Project Co-
ordinator in
running the
project

Stephen Kathurima Kinoti
Tel:0724556698
Email: info@merunationalpolytechnic.ac.ke

ILO Officer BEd. Tech.
Building
Construction
Dip. Building
and Civil
Engineering
Dip.
Technical
Education

To establish
MOUs with
partners and

engagement of
the industry.

Jerusha Karambu
Tel:0720392792
Email:
eastripfo@merunationalpo lytcchnic. ac. ke

Project
Accountant

B.Com-
Accounts
Certified
Public
Accountant
cPA (K)

Preparation of
financial
reports, control
and monitoring
of resources.
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. East African Skills for Transformation And Regional Integration Project (EASTRIP)
'Annual Report and Financial Stotementsfor the Financial Year ended June 30,2023

2.7. Funding Sumnrary
The Project is for a duration of 5 years, from 201 9 to 2024 with an approved budget of EURO

10,800,000 equivalent to Kshs. 1,242,791,640 (conversion rate is I EURO: KES. I15.07333

as per the CBK rate on 16th September 2019) as highlighted in the table below:

Ian Mutwiri
Tel:0713413326
Email:
procurement@merunationalpolytechnic. ac. ke

Procurement
C)fficer

B.A
Procurement

To procure
project
equipment and
materials and
Contracts
Management

Catherine Kinoti
Tel:0713253705
Email : ckinoti05 @gmail.com

M & E Officer M.A
Linguistics
B Ed.
English
[,iterature

To conduct
tracer studies
and monitor DLI
achievement

Jane Mawira
Tel:0721669686
Email :j anemicro@yahoo. com

Environmental
& Social
safeguards
Officer

M.Sc.
Microbiology
Bed. Biology
and
Chemistry

To ensure
adherence to
health, safety,
gender balance
and social
safeguards.

vll
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East African Skills for'fransformation and Regional Integration Project (EASTRIP)
Annual Report and Financial Statements for the financiol year ended June 30, 2023

Project information and overall performancc (continued)

2.8. Summary of Overall Project Performance
i) Budget performance against actual amounts for the year cnded 30th June,2023 is 7lo/o atKes.

128,484,81 8.43t-
Thc low absorption ratc was occasioncd by dclay in rcccipt of lunds whcreby procurement
procedure for equipment has been initiatcd and contract awardcd to Inter-tcch l;ZC
International Limited of Kes. 236,273,788 but could not bc proccssed as at the close of thc
financial year 202212023 due to limited funds.

ii) Physical progress based on outputs, outcomes and impacts since project commencement
A number of procurement proccsses havc been initiated and complcted:

'/ Purchasc of two project Motor Vchiclcs at a cost of Kcs. I 5,210,000.00
,/ A contract was awarded to Symbion Kcnya Limited consultants lbr Design and

supervision, for a Lumpsum of Kcs. 38,002,897.50. The final dcsigns and bills of
quantities With prices of Kes. 466,218,773.38 have already been submitted to thc
institution as per contract agreement.

,/ A contract was awarded for thc construction works tcndcr to Miles construction
company for a Lumpsum of Kes. 444,473,290 and the ground breaking event held on

the I't Novembcr 2021. 'l'hc construction projcct is at 41.3% complction levcl as at 3Oth

June,2023.
,/ The Polytechnic has awarded the tendcr for cquipment supply, installation, testing,

commissioning and training of trainers tcndcr, to a supplicr namcd Intcr-tcch FZC
Intemational I-imited of Kes.236 ,273,788,awaiting thc equipmcnt supply.

iii) On value-for-money achievcments: Duc diligcnce has

procurement proccsscs to ensure the Polytechnic
been observcd in thc above

acquires the best value.

iv) The implemcntation challengcs and recommendcd way forward: 'l'he procurement processcs

are lengthy. IIowevcr, to ensurc that the projcct objcctivcs are mc1 within the stipulated timc
framc, we have mergcd a numbcr of procurement activitics to ensurc faster implementation.

2.9. Summary of Project Compliance:

i) Significant cascs of non-compliancc with applicablc laws and rcgulations, and cssential

extcrnal financing agrcements/covenants: Nonc

ii) Conscquences suffered on account of non-compliancc or likcly to bc suffercd: None

iii) Mitigation measures taken or planned to be takcn to alleviate the adverse cffects of actual or

potential consequences of non-compliancc: N/A

lx
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East African Skills for Transformation and Regional Intcgration Project (EASTRIP)
Annual Report and Financiol Statements for the Jinancial year ended June 30, 2023

3. Statemcnt of Performance Against Project's Predetermined Objectives

The Meru National Polytechnic is a government institution under the Ministry of Education
(MoE) with a core mandate to providc 'fechnical and Vocational Education and Training
('fvll'l). The Polyechnic is one of the kcy flagship training centres in Civil Engineering and
Iluilding'fechnology.

The training centre is envisaged to enhance research and innovation capabilities in the field of
civil cngineering and building technology. The government proposes to provide infrastructure

that will include a series of workshops, laboratories, lecture rooms and a library among other

facilitics for the training centre to meet its enhanced mandate. It is further projected to be a world

class high technology research facility and a centre of exccllence to cater for civil engineering

and building technology needs at the national, regional and international levels.

Introduction

Section 8l (2) (0 of thc Public Finance Managemcnt Act, 2012 requires that, at the end of each

financial year, the Accounting Officer whcn preparing financial statements of each National

Government cntity in accordance with thc standards and formats prescribed by the Public Sector

Accounting Standards Board includes a statement of the national govemment entity's

performance against prcdetermined objcctives.

The key development objectives of the project's agreement/ plan are to:

a) To increase access and improvc the quality of TVET programs

b) To support regional Integration and Regional economic corridors

Progrcss on Attainment of Strategic Dcvelopment 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.

x
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East African Skills for'fransformation and Itegional Integration Project (EASTRIP)
Annual Report and Financial Statements for the Jinancial year ended June 30, 2023

4. Environmcntal and Sustainability Reporting

'I'he Meru National Polytcchnic -MNP has sccured the services of Symbion Kenya Ltd to
design and build the proposed EASTRIP at the polytechnic campus along Meru - Nanyuki

Road in Meru County. 'fhe mainobjective of the proposed project is to enhance research and

innovation capabilities in the fieldof civil engineering and building technology. The proposed

IIAS'|RIP project shall cover a spatial scope of approximately 8,000 square metres. Specific

facilities in the proposed project design includc;

1. Workshops: Masonry workshop (2), plumbing workshops (2), civil engineering

laboratorics (4), building and construction workshops (4), commercial laboratory

(2), technical drawing labs (5).

2. Learning spaces: Computer labs (3), project Cost and CAD & modelling room

(2), smart classroom (1), IT Lab E-Learning (1), server room (l), lecture rooms

(8), library (l).
3. Administration block: Kitchenctte, Boardroom, HOD's office, D/HOD's office,

Sectional Fleads Office, Examination Room, Staff Room, ablution blocks and

other associated infrastructure as appropriate.

I'he EASTRIP Project at Meru National Polytechnic has been designed to optimize on

proccss and pcople flow. 'l'he scope of the projcct also includes installation of an effluent

treatment plant for the waste watcr gcnerated during the operational phase of the project.

'fhe World llank policy on all ncw projects with potential advcrse environmental impacts requires

that an Environmental and Social Impact Assessment (EIA) study be carried out at the project

planning stages to ensure that significant impacts on the environment are taken into consideration.

In the preparation of this ESIA report, the IllA Lead expert followed the guidelines contained in the

EIA regulations under I.egal Notice No. 101 of June 2003, World Bank ESIAGuidelines as well as

'fechnical and Vocational Education 'l'raining Authority (TVETA) guidelines. As a requirement for
conducting ESIA and the subsequent compilation of this report, the EIA expert also consulted and

involved project stakeholdcrs through a public meeting held on 6th November,2020 at the proposed

project site. 'fhe views, concerns andfeedback from the stakeholders were collated and incorporated

into the ESIA report.

Whilc undertaking the IJIA process, the IllA Lead expert identified thc potential positive and

negativc environmental and socio-economic impacts of the proposed development and identified

mitigation measurcs for thc advcrsc impacts. Further, this ESIA project rcport has developed an

Environmental and Social Management Plan to guide thc implemcntationof mitigation measures and

as a basis for Ilnvironmcntal Monitoring

xll
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East African Skills for Transformation And Rcgional Integration Project (EASTRIP)
Annual Report and Financial Statements for the ftnancial year ended June 30, 2023

l. Sustainability Strategy and Profilc

Sustainable Development Goals 2015

At the United Nations Sustainable Development Summit on25 September 2015, worldleaders

adopted the 2030 Agenda for Sustainable Development, which includes a set oflT Sustainable

Development Goals (SDGs) to end poverty, fight inequality and injustice, and tackle climate

change by 2030. Some of the goals which are in line to theproposed development include, but

not limited to;
. Goal I on No Poverty: 'fo end poverty, evcryonc should have basic healthcare, security

and education.

The proposed Building 'l'echnologies Centre of Ilxccllence project aL Meru National

Polytechnic shall play into this goal by impacting knowledge and skills to the students to

enable them to device informed solutions to the social-economic challenges combating their

communities.

' Goal 4 on Quality Education: Ensure inclusive and equitable quality education andpromote

lifelong learning opportunities for all

Education enables upward socioeconomic mobility and is a kcy to cscaping pove(y. Ovcr the

past decade, major progress was made towards increasing acccss to education and school

enrollment rates at all levels, particularly for girls.

The proposed Building Technologies Centre of llxcellence project at Meru National

Polytechnic fits directly into this goal. Upon completion, the Building'fechnologies Centre of
Excellence project at Meru National Polytcchnic shall be providing higher education to

approximately 2,500 students lrom thc Country and bcyond. Ilnhanccd education shall

subsequently result to enhanced knowledge and skills impacted to the populace. In turn this

will result to enhanced human resource capital who shall positively impact the development of
the Country progressively lifting up the livelihoods and standards of living of the communities.
. Goal 8: The aim is for sustainable economic growth and decent cmployment for all.

The proposed Building Technologies Centre of Ilxcellencc project at Meru National

Polytechnic project fits dircctly into this goal. Enhanced knowledge and skills impactedto the

students at the Polytechnic will directly enhance their employability.

2. Environmental Performance
In compliance with the Environmental Management and Coordination (Amendment) Act of
1999, the proponent has engaged a NEMA-registered Lead Expert (Reg. No. 6186) to

conduct an Environmental and Social Impact Assessment for the proposed project and submit

an ESIA project report to the National Ilnvironment Management Authority for review and

subsequent licensing.

In the preparation of this ESIA rcport, the EIA I-ead expert followed the guidelines contained

in the EIA regulations under Legal Noticc No. l0l of June 2003, World Bank ESlAGuidelines

as well as Technical and Vocational Education'l'raining Authority (1'VE1'A) guidelines. As a

requirement for conducting ESIA and the subsequcnt compilation of this report, the EIA expert

also consulted and involved project stakeh.olders through a public meeting held on 6th

xlll
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Annual Report ond Financial Statements theftnancial year ended June 30, 2023

Novembcr, 2020 at the proposed projcct site. 'fhe views, concerns and feedback from thc

stakeholders were collated and incorporatcd into thc ESIA report.

While undertaking the EIA process, the EIA Lead expert identified the potential positive and

negative environmental and socio-economic impacts of the proposed development andidentified
mitigation measures for the adverse impacts. Further, this ESIA project report has developed

an Environmental and Social Managemcnt Plan to guide the implementation of mitigation
measures and as a basis for Ilnvironmental Monitoring.

3. Employee Welfare
Meru National Polytechnic-EASTRIP Project has adopted a human resource policy which
underpins one of the strategic plan pillars on attracting and retaining competent and qualified
staff. Further, it guides on the hiring process, gender ratio, and stakeholders' engagement. The
polytechnic engagcs employees in capacity building programs to enhance employee skills. The

Project has in place Occupational Safety and Flealth Policy in conformity to OSHA Act of
2007.

4. Market Place Practices
MNP IIASTRIP has put in place deliverables to ensure proper market place practices which are

outlined as follows:
a) Responsible competition practicc.
The polytechnic is non-partisan and adheres to the set legislation namely PPADA Act 2015,

Ethics & Anti-corruption Act 20ll through implementation of the set practices which include

regular prequalification of suppliers and regular oversight and training by the Meru National

Polytechnic anti-corruption committee.

b) Responsiblc Supply chain and supplier relations
llAS'flUP is committed to an opcrational Polyechnic service charter developed and certified
through thc quality managcment system (QMS) and has a suggcstion box for follow up on

customer feedback to ascertain the degrce of satisfaction.

c) Responsible markcting and advertisement
The EASRTIP Project advertises based on approved budget through approved government

agencies.

5. Community Engagements
The EASTRIP involved project stakeholders through a public meeting held on 6th November,

2020 at the proposed project site. The views, concerns andfeedback from the stakeholders were

collated and incorporated into the ESIA report.
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5. Statcment of Project Management Responsibilities

The Principal Secretary for the Ministry of Ilducation and thc Project Coordinator for East African

Skills for l'ransformation and Regional Integration Project (llASI'RIP)
are responsiblc for the preparation and prescntation of thc Projcct's financial statcments, which give a

true and fair view of the state of affairs of thc Projcct for and as at thc cnd of the financial year ended

on June 30,2023.
'fhis responsibility includes (i) Maintaining adequatc financial managcment arrangement and

cnsuring that these continue to be effective throughout the reporting period, (ii)Maintaining proper

accounting records, which disclose with reasonablc 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 statcment, and ensuring that they are frec from material

misstatements, whether due to error or fraud,(iv) safeguarding thc assets of the project, (v)Selecting

and applying appropriate accounting policies and (v)Making accounting cstimates that are reasonablc

in the circumstanccs.
'fhe Principal Secretary for thc Ministry of Ilducation and thc Projcct Coordinator for East African

Skills for 'fransformation and Regional Integration Project (lrASl'R.lP) accept responsibility for thc

Project's financial statements, which havc been prcparcd on the Cash Ilasis Mcthod of Financial

Reporting, using appropriate accounting policics in accordance with Intcmational Public Sector

Accounting Standards.
'l'he Principal Secretary for the Ministry of llducation and thc Projcct Coordinator for East African

Skills for 'fransformation and Regional Intcgration Projcct (IIAST'RIP) arc of the opinion that thc

Project's financial statements givc a true and fair vicw of the state of Project's transactions during thc

financial ycar cnded Junc 30, 2023, and of thc Projcct's financial position as at that date. The Principal

Secretary lor thc Ministry of llducation and thc Project Coordinator for llast African Skills for
'l'ransformation and Regional Integration Projcct (IIAS1'RIP) furthcr confirm thc completeness of thc

accounting records maintained for the Project, which have been relicd upon in the preparation of thc

Project financial statcmcnts as wcll as the adequacy of the systcms of intemal financial control.
'l'he Principal Sccretary for thc Ministry of Ilducation and the Projcct Coordinator for Ilast African

Skills for 'fransformation and Regional Intcgration Project (llAs'fl{lP) confirm that the Project has

complied fully with applicable Govcmmcnt I{cgulations and thc tcrms of cxtcmal financing covcnants,

and that Project funds received during thc financial ycar under audit werc uscd lor the cligible purposcs

for which they werc intcnded and were properly accountcd for.

xv
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Approval of thc Projcct Financial Statements

The Project financial statements were approvcd by the Project Coordinator for East African Skills for
'fransformation and Regional Integration Project (EASTRIP) on 29h September, 2023 andsigned by:

(

Project Coordinator
Name: Mutembci Kigige

J
Projcct Accountant

Name: Jcrusha Karambu
ICPAK Mcmber Number:
27496
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Telephone: +254-(zo) J2140oo
-mail: info@oagkenya.go.ke

/y'ebsite: www.oagkenya.go.ke

REPUBLIC OF KENYA

OFFICE OF THE AUDITOR.GENERAL

E n h anc ing A ccountabi I i ty

HEADqUARTERS

Anniversary Towers
Monrovia Street

P.O. Box 3oo84-ooroo
NAIROBI
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PREAMBLE

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

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

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

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

An unmodified opinion does not necessarily mean that an entity has complied with all
relevant laws and regulations, and that its internal controls, risk management and
governance systems are properly designed and were working effectively in the financial
year under review.

The three parts of the report are aimed at addressing the statutory roles and
responsibilities of the Auditor-General as provided by Article 229 of the Constitution, 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.
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REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

! have audited the accompanying financial statements of East Africa Skills for
Transformation and Regional lntegration Project (EASTRIP) - Meru National Polytechnic
set out on pages 1 to 45, which comprise the statement of financial assets as at
30 June, 2023, and the statement of receipts and payments, statement of cash flows and
statement of comparison of budget and actual amounts for the year then ended, and a
summary of significant accounting policies and other explanatory information in
accordance with the provisions of Article 229 of the Constitution of Kenya and Section 35
of the Public Audit Act, 2015. 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, except for the effect of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of East Africa Skills for Transformation and Regional
lntegration Project (EASTRIP) - Meru National Polytechnic as at 30 June, 2023, and of
its financial performance and its cash flows for the year then ended, in accordance with
lnternational Public Sector Accounting Standards (Cash Basis), the Public Finance
Management Act, 2012 and comply with the provisions of the financing agreement dated
18 December,2018 between the Republic of Kenya and lnternational Development
Association.

Basis of Qualified Opinion

1. Unreconciled Donor Funds

According to the information in the funding summary at Section 2.7A on page viii of the
financial statements shows that the project received to date EURO 3,949,175 or
Kshs.454,444,631 while records from the State Department of Vocational Training
reflects budgeted project estimates amounting to EURO 5,810,300 equivalent to
Kshs.766,228,504, resulting to a variance of EURO 1,861,125 equivalent to
Kshs.31 1,783,873. However, no supporting evidence or explanation was provided for
failure to disburse the funds to the project by the State Department.

Further, section 2.78 reflects application of funds totalling to EURO 3,949,175 equivalent
to Kshs.454,444,631 while the State Department of Vocational Training reflects
expenditure to date of EURO 3,790,311 equivalent to Kshs.437,764,017 resulting to
unreconciled difference of EURO 158,864 equivalent to or Kshs.16,680,614.

ln the absence of reconciliation between the two sets of records, it was not possible to
confirm the accuracy of the cumulative amount received and spent by the project
Management.

2. Undisclosed Pending Bill

The statement of receipts and payments and Note 6 to the financial statements reflects
Kshs.73,827,160 in respect to purchase of goods and services. lncluded in this amount
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is Kshs.782,O72 in respect to printing, advertising and information supplies & services
paid for advertising, which relates to expenditures incurred during 202112022 financial
year. Further, a review of documents revealed that the same was not disclosed as
pending bills in the financial statements for the years 202112022.

In the circumstances, completeness and accuracy of the pending bill amounting to
Kshs.782,072 could not be confirmed.

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

Emphasis of Matter

Slow Absorption of Project Funds

As disclosed under Paragraph 2.2 on the Project information and overall performance,
the Project was earmarked to close in December,2024. Further, the Projects' funding
summary indicates that the Donor had made commitment amounting to
Kshs.1,242,791,640 equivalent of EURO 9,280,000 as at 16 September,2019. However,
actual drawdowns during the Project life amounted to Kshs.454,444,631 equivalent to
EURO 3,949,175 leaving an undrawn balance of Kshs.788,347,010 or EURO 6,850,825.

However, and considering the credit lapse period, the Project's planned deliverables
earmarked for completion may not be 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.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6\ of the Constitution, based on the audit procedures
performed, except for the matters described in the Basis for Conclusion on Laurfulness
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 lavufully and in an effective way.
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Basis for Gonclusion

1. Irregularities in Construction of the Building Technology Flagship Center
(EASTRIP Project)

The construction of the Building Technology Flagship Center (EASTRIP Project) at the
Meru polytechnic was awarded on 8 October, 2021 at a contract sum of
Kshs.444,473,290 with a project duration of eighteen (18) months. The initial project
completion date was earmarked to be in May 2023. However, the project completion date
was extended by a period of three (3) months which at the time of audit had lapsed and
had not been extended. Further, the contractor had stopped works on various days during
the contract period namely; from 9 July,2022 to 29 August, 2022 fifty-one (51) days, from
6 March, 2023 to 3 April, 2023 twenty-eight (28) days and from 4 May, 2023 to
1 June, 2023 twenty-eight (28) days all totalling one hundred seven days (107) days. No
justifications were provided for these stoppages. During an audit inspection conducted in
August, 2023, it was observed that the contractor had abandoned the site and there was
no evidence of work progress at the site despite the project being approximately 50%
complete against time lapse of over 100o/o.

ln addition, the contractor was paid an advance payment of Kshs.56,689,678 at the
commencement of the project. However, it was observed that the bank guarantee for
advance payment drawn by the contractor expired on 28 January, 2023. No evidence has
been provided that the bank guarantee has since been renewed by the contractor thereby
exposing the polytechnic to the risk of loss of money in case of non-performance by the
contractor. Similarly, the Environmental and Social Performance Security drawn by the
contractor issued on 29 October, 2021 had also expired on 28 October, 2022 and the
same was not renewed contrary to Clause 61.2 (f) of the General conditions of the
Contract. Management has not taken any step against the contractor for fundamental
breaches of contract.

Although, the lnstitute sought for legal opinion from the Attorney General in June, 2023
in view of the challenges leading to delays in project implementation. However, the
opinion was not explicit on whether to terminate the contract or not. As at the time of audit
in September, 2023 Management was unable to provide a clear way fonrvard for
completion of the project.

ln the circumstances, the regularity and value for money realized from the expenditure of
Kshs. 444,473,290 awarded on the delayed Project could not be confirmed.

2. Un Gonfirmed Cost Variation Claims on the Flagship Project

Management awarded a construction contract for the Flagship Project to a contractor on
8 October,2021at a contract sum of Kshs.444,473,290 with a project duration of eighteen
(18) months up to April, 2023. The project was a fixed price contract as per clause 49 of
the General Conditions of the contract agreement. However, as the works progressed,
the contractor raised a claim for additional costs amounting to Kshs.68,617,854 due to
increase in prices of construction materials which was not considered by the client.
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Documents provided for audit revealed that the matter was referred to the state
department for Public Works who advised that changes in prices could only be considered
on an ex-gratia basis. Further, the project Quantity Surveyors also acknowledged that the
client was not contractually bound to review any price adjustments as claimed by the
contractor unless on ex-gratia basis.

As at the time of conclusion of the audit on October, 2023, the matter had not been
addressed by the respective parties.

ln the circumstances, the quality of work and value for money of the project may be
compromised with possibility of project stalling due to delay in resolving the cost
escalation claims.

3. Lack of Value for Money - Consultancy Fees

The statement of financial Assets and as disclosed in Note 6 to the financial statements
reflects purchase of goods and services amount of Kshs.73,827,160.15 which includes
other operating payments amount of Kshs.20,795,253.65 which further includes
Kshs.20,748,293.65 paid to Symbion Kenya Limited for consultancy services.
Review of records provided for audit revealed that the Management entered into a
consultancy contract for supervision of construction works (Contract No: KE-
MERUPOLY-128513-CS-QCBS) on 8 October ,2021 at contract cost of Kshs.33,335,875
exclusive of all indirect taxes which as at that time were Kshs.4,667,022.50 (14o/o VAT
both totalling to Kshs.38,002,897.50. The performance period was thirty (30) months
commencing from 1 October, 2021.

The scope of services to be carried out by the consultant was in two phases: Phase
1-conceptual design, detailed design, and preparation of tendering documents of the
building technology flagship centre and Phase 2-construction supervision and defect
liability period.

On 8 October, 2021, upon completion of phase 1, the Consultant came up with another
financial proposal for phase 2 of the project which covered supervision of construction
works and defects liability period. The financial proposal amounts this time being
Kshs.27,501,339.40 exclusive of taxes. This financial proposalwas valid for eighteen (18)
months during the construction period or such extension of time as may be granted to the
contractor within the contract. The Project made monthly installment of Kshs.1,476,061
for 18 months in full settlement of the phase 2, with the last payment made on
07 June, 2023.

Audit inspection and verification of the project conducted in August, 2023 revealed that
the project had stalled at 50 % completion as per interim certificates used to pay the main
contractor who was not on site as at time of audit in September,2023. The Management
therefore, has paid the consultant full amount meaning an extra consultancy cost for the
completion of outstanding works will be incurred.
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Further, phase one payment of Kshs.16,747,626 were made without signing any contract
agreement contrary to Regulation 63 of Public Procurement and Asset Disposal 2020
Regulations which states that after the award of the contract, the contract agreement shall
be prepared and entered into.

ln the circumstances, the propriety and value for money for the expenditure amount of
Kshs.43,316,724 could not be confirmed.

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

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

Responsibilities of Management and those Charged with Governance

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

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

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

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

Auditor-General's Responsibilities for the Audit

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

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

Further, in planning and performing the audit of the financial statements and audit of
compliance, I consider internal control in order to give an assurance on the effectiveness
of internal controls, risk management and governance processes and systems in
accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 2015 and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of
the internal control would not necessarily disclose all matters in the internal control that
might be material weaknesses under the lSSAls. A material weakness is a condition in
which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements caused by error or fraud in
amounts that would be material in relation to the financial statements being audited may
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occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions. l

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

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

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

a

a

a

a

a

o

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

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

Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures and whether the financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

Obtain sufficient appropriate audit evidence regarding the financial information and
business activities of the Project to express an opinion on the financial statements.

Perform such other procedures as I consider necessary in the circumstances

I communicate with the Management regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies
in internal controlthat are identified during the audit.
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East African Skills for'fransformation And Regional Integration Project (EASI'RIP)
Annual Report and Financial Statements the financial year ended June 30, 2023

8. Statement of Financial Assets as at 30th June 2023

Financial Assets

Cash and Cash cquivalcnts

[]ank Balances l l.A
31,989.924.12

21,030,1 I I .50

Cash Balances 11. B

Cash equivalents (Short-term deposits) 1l.c
fotal Cash and Cash couivalents 31.989.924.72 21,030,1I1.50

lmprests and Advances t2

Total Financial Assets

Financial Liabilities
Third party Deposits and Rclcntion
Nct Assets

Rcpresented Bv

Irund Balance B/fwd. t4
21.030.1 I I .50

225,856,155.30

Prior Year adiustments l5

Surplus/(Deficit) for the Year
10,9s9.813.22

204,826,043.80

Nct Financial Position 3r.989.924.72 21.030.1I1.50

'fhe accounting policies and cxplanatory notes to these financial statements form an integral part of
the financial statements.
'l'he financial statements were approved on 29th Scptcmber,2023 and signcd by:

(

Project Coordinator
Namc: Mutembei Kigige

J

Projcct Accountant
Name: Jerusha Karambu
ICPAK Member Number: 27496
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East African Skills for Transformation and Itegional Integration Project (EASI'RIP)
Annual Report and Financial Statements for the Jinancial year ended June 30, 2023

g. Statement of Cashflow for the Year Ended 30th June 2023

Cashflow from Operating Activities

Receipts

Transfer from government entities I

Proceeds from domestic and foreign grants 2 139,444,631.65

M iscel laneous receipts 4

Total Receipts 139,444,631.65

Payments

(2.423.533.2s)Compensation of employees 5 3,1 18,660.00 -2,423,533.25

(59.185.13 1.04)
Purchase ofgoods and scrviccs 6 J3,82J,160.05 -59,1 85,13 I .04

( r 6.400.00) ( 16.400.00)
Social security bcnefits 7

Transfers to other government entities 9

Other grants and transfers l0

-61,625,064.29Total Payments 76,945,820.05 -61,625,064.29

-61,625,064.29Net receipts/(payments) 62,498,811.60 -61,625,064.29

Adjustments during the ycar

Prior year adjustments 15

2.815.000.00
Decrease/(increase) in accounts receivable 16

Increase/(decrease) in accounts payable

Net cash flow from operating activities

Cashflow from investing activities

Acquisition of non-fi nancial assets 8 (51,538,998.38) (143,200,919.46) (143.200.979.46\

Net cash flows from investing activities

Cash flow from financing activities

Proceeds from foreign borrowings 3

Net cash flow from financing activities

Net increase in cash and cash equivalents 10,959,813.22 -204,826,043.75 -204,826,003.80

Cash and cash equivalent at beginning of
the vear

ll 21,030,111.50 225,856,155.30 225,856,155.30

21,030,111.50
Cash and cash equivalent at end of thc
year 11 31,989,924.72 21,030,111.50
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East African Skills for'l'ransformation and Regional Integration Project (EASTRIP)
Annual Report and Financial Statementsfor theJinancial year ended June 30,2023

'fhe accounting policies and explanatory notcs to these financial statements form an integral part of
the financial statements.
The entity financial statements were approved on 29th September,2O23 and signed by:

(

l')roject Coordinator
Namc: Mutcmbci Kigigc

Projcct Accountant
Name: Jerusha Karambu
ICPAK Membcr Number: 27496
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East African Skills for Transformation and I{egional Integration Project (EASTzuP)
Annual Report ond Finoncial Statements.for thefinancial year ended June 30,2023

11. Significant Accounting Policies
'fhe principal accounting policies adopted in the preparation of these financial statements are set

out below:

a) Statemcnt of compliancc and basis of preparation

'l'hc financial statements havc bcen prcpared in accordance with Cash-basis IPSAS financial

reporting undcr the cash basis of accounting, as prescribed by the PSASB and set out in the

accounting policy note below. T'his cash basis of accounting has been supplemented with

accounting for; a) receivables that include imprests and salary advances and b) payables that

include dcposits and retentions. 'l'hc financial statements comply with and conform to the form

of presentation prcscribed by the PSASI].

'l-he accounting policies adopted have bcen consistently applied to all the ycars presented.

b) Reporting entity
'l'he financial statements are for Ilast African Skills for'fransformation and Regional Integration

Project (EASTRIP) under the Statc Departmcnt of Technical and Vocation Education'l'raining.

'fhe financial statemcnts are for the reporting cntity East African Skills for Transformation And

I{egional Intcgration Project (EASIIUP) as required by Section 8l of thc PFM Act, 2012 .

c) Reporting currency

'l'he financial statements are presented in Kenya Shillings (Kshs), which is the functional and

reporting currency of the Project and all values arc rounded to the nearest Kenya Shilling.

d) Ilecognition of receipts

Ilast African Skills for Translormation and Itcgional Integration Project (IIASTRIP) recognises

all receipts from the various sourccs whcn the event occurs, and the related cash has been

received.

i) Transfers from thc Exchequer

'l'ransfer from Exchcquer is rccognized in the books of accounts when cash is received.

Cash is considered as received whcn payment instruction is issued to the bank and

notified to the receiving entity.

7



East African Skills for Transformation and Regional Integration Project (EASTRIP)
Annual Report and Financial Statementsfor the financial year ended June 30, 2023

Significant Accounting Policies (continued)

iD External Assistance

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

development partners.

iiD Other receipts

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

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

time associated cash is received.

iv) Donations and grants

Grants and donations shall be recognized in the books of accounts when cash is received. Cash

is considered as received when a payment advice is received by the recipient entity or by the

beneficiary. In case of grant/donation in kind, such grants are recorded upon receipt of the grant

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

on the payment advice.

v) Proceeds from borrowing.

Borrowing includes external loans acquired by the Project or any other debt the Project may

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

received.

vi) Undrawn external assistance

These are loans and grants at reporting date as specified in a binding agreement and relate to

funding for the Project currently under development where conditions have been satisfied or

their ongoing satisfaction is highly likely and the project is anticipated to continue to

completion. An analysis of the Project's undrawn external assistance is shown in the funding

summary.

R



East African Skills for Transformation and Regional Integration Project (EASTRIP)
Annual Report and Financial Statements for theJinancial year ended June 30, 2023

Significant Accounting Policics (continued)

c) Recognition of payments

'l'he Project recognises all payments when the cvent occurs, and the related cash has been paid

out by the Projcct.

i) Compensation to employees

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

period when the compensation is paid.

iD Use of goods and serviccs

Goods and services are recognized as payments in the period when the goods/services are

consumed and paid for. If not paid for during the period where goods/services are consumed,

they shall be disclosed as pending bills.

iiD Interest on borrowing

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

incur and paid for.

iv) Repayment of borrowing (principal amount)

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

which thc repayment is made. 'fhe stock of debt is disclosed as an annexure to the consolidated

financial statements.

q



East African Skills for'fransformation and Rcgional Integration Project (EASI-RIP)
Annual Report and Financial Statements for the Jinancial year ended June 30, 2023

Significant Accounting I'olicies (continucd)

v) Acquisition of fixed assets

I'he payment on acquisition of propcrty plant and cquipmcnt itcms is not capitalizcd. 'fhc cost

of acquisition and proceeds from disposal of thcse itcms are treated as payments and receipts

items rcspcctively. Where an assct is acquired in a non-exchangc transaction for nil or nominal

consideration and thc fair value of the assct can bc reliably cstablishcd, a contra transaction is

recordcd as receipt and as a payment. A fixed assct registcr is maintaincd by cach public cntity

and a summary provided for purposcs of consolidation. This summary is disclosed as an

annexure to the consolidated linancial statcmcnts.

f) In-kind donations

In-kind contributions are donations that arc made to thc Project in thc lorm of actual goods

and/or serviccs rather than in money or cash tcrms. 'fhese donations may include vehiclcs,

cquipmcnt or personncl scrvices. Wherc the financial value reccivcd for in-kind contributions

can be reliably detcrmined, thc Project includes such valuc in thc statcment of rcceipts and

payments both as reccipts and as paymcnts in cqual and oppositc amounts; othcrwise, the

contribution is not rccorded.

g) Cash and cash equivalents

Cash and cash equivalents comprisc cash on hand and cash at bank, short-term deposits on call

and highly liquid investmcnts with an original maturity of three months or lcss, which are

readily conveniblc to known amounts of cash and are subjcct to insignificant risk of changcs in

value. IJank account balances include amounts hcld at the Central Bank of Kenya and at various

commercial banks at the cnd of thc financial ycar. I"or thc purposcs of these financial

statements, cash and cash equivalents also include short term cash imprcsts and advances to

authoriscd public officcrs and/or institutions which werc not surrendcrcd or accountcd for at the

end ofthe financial year.

l0



Ilast African Skills for l'ransformation and Regional Integration Project (EASTzuP)
Annuol Report and Financial Statementsfor theJinancial year ended June 30,2023

Significant Accounting Policies (Continued)

h) Restriction on cash

Restricted cash represents amounts that are limited/restricted from being used to settle a liability

lor at least twelve months after the reporting period. 'l'his cash is limited for direct use as

required by stipulation. Amounts maintained in dcposit bank accounts are restricted for use in

refunding third parl dcposits.

i) Imprests and Advanccs

For the purposes of these financial statements, imprests and advances to authorised public

officers and/or institutions which wcre not surrendered or accounted for at the end of the

financial year is treated as receivables. 'fhis is in recognition of the government practice where

the imprest payments are recognized as payments when fully accounted for by the imprest or

AIII holders. This is an enhanccment to the cash accounting policy. Other accounts receivables

are disclosed in thc financial statcments.

i) Contingent Liabilitics

A contingcnt liability is:

a) A possible obligation that ariscs from past events and whose existence will be confirmed

only by the occurrence or non-occurrence of one or morc uncertain future events not wholly

within the control of the entity; or

b) A prcsent obligation that arises from past events but is not rccognised because:

i) It is not probable that an outflow of resources embodying economic benefits or service

potential will be required to settle the obligation; or

ii) fhe amount of the obligation cannot be measured with sufficicnt reliability.

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

Letters ol comfort/ support, insurance, Public Private Partnerships,

'l'he Entity does not recognizc a contingent liability but discloses details of any contingencies in

the notes to the financial statemcnts unless the possibility of an outflow of resources embodying

economic benefits or service potential is remote. Annex 6 of this financial statement is a

register of the contingent liabilities in the year.

ll



East African Skills for'l'ransformation and I{egional Integration Project (EAS'I'RIP)
Annual Report and Financial Statementsfor tlte financial year ended June 30,2023

Significant Accounting Policics (Continucd)

k) Contingent Assets

East African Skills for fransformation And Regional Integration Projcct (EASI'RIP) does not

recognize a contingent asset, but discloses details of a possible asset whose existence is

contingcnt on the occurrence or non-occurrcnce of onc or more uncertain futurc events not

wholly within the control of East Alrican Skills for 'l'ransformation And Regional Integration

Project (EASTRIP) in thc notcs to the {-rnancial statcments. Contingent assets arc asscssed

continually to ensure that developments arc appropriately reflected in thc financial statemcnts.

If it has becomc virtually certain that an inflow of economic benefits or service potential will

arise and the asset's value can bc measurcd reliably, the asset and the related revenuc are

recognized in thc financial statements of the pcriod in which the change occurs.

l) I'ending bills

Pending bills consist of unpaid liabilities at thc cnd of the financial year arising from contractcd

goods or services during the year or in past ycars. As pcnding bills do not involvc the payment

of cash in the reporting period, thcy recordcd as 'mcmorandum' or 'off-balancc' Whcn thc

pending bills arc finally scttled, such paymcnts arc includcd in thc statcment of receipts and

payments in the year in which thc payments arc madc.

m) Budget

The budget is developed on a comparable accounting basis (cash basis), the same accounts

classification basis (except lor accounts receivable - outstanding imprest and clearance accounts

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

period as the financial statements. 'l'he Project's budgct was approved as required by Law and

National'freasury Regulations, as well as by the participating development partners, as detailcd

in the Governmcnt of Kcnya Iludget Printcd Iistimatcs for thc ycar. 'l'hc I)cvelopmcnt Projccts

are budgeted lor under the MDAs but rcccivc budgetcd funds as transfers and account for thcm

separately. Thesc transfcrs are rccognised as inter-cntity transfers and are eliminated upon

consolidation. A high-lcvel assessment of the Projcct's actual performancc against the

comparable budgct for the financial yearlperiod undcr review has been included in an anncx to

these fi nancial statements.
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East African Skills for'l'ransformation and Regional Integration Project (EASTRIP)
Annual Report and Financial Statements for the Jinancial year ended June 30, 2023

Significant Accounting Policies (Continucd)

n) Third party payments

Included in thc receipts and payments, are payments made on its behalf by to third parties in

form of loans and grants. 'fhese payments do not constitute cash receipts and payments.

and are disclosed in the payment to third parties' column in the statement of receipts and

payments.

o) Exchange rate differenccs

'fhc accounting records are maintained in the functional currency of the primary economic

environment in which the Project opcratcs (Kenya Shillings). 'fransactions in foreign

currencies during the ycar/period arc convcrted into thc functional currency using the exchange

rates prevailing at the dates of thc transactions. Any forcign cxchange gains and losses resulting

from the settlement of such transactions and from the translation at year-end exchange rates of

monetary asscts and liabilities denominated in foreign currencies arc recognised in the

statements of receipts and payments.

p) Comparative figurcs

Where necessary comparative figures for thc previous financial yearlperiod have been amended

or reconfigured to conform to the rcquired changes in financial statement presentation.

q) Subsequent events

There have becn no events subscquent to the financial ycarlpcriod end with a significant impact

on the financial statements for the year ended June 30, 2023.

r) Prior period adjustments

Prior period adjustments relate to errors and other adjustments noted arising from previous

year(s). Explanations and details of thesc prior period adjustments are presented in note l5of

these fi nancial statements.

l1



East African Skills for Transformation and Regional Integration Project (EASTzuP)
Annual Report and Financial Statements for the financial year ended June 30, 2023

12. Notes to the Financial Statements

1. Transfers from Government entities

'fhesc represent counterpart funding and other receipts from government as follows:

Counterpart funding through Ministry
of Education

0 0 0Counterpart funds Quarter I

0 0 0Counterpart funds Quarter 2

0 0Counterpart funds Quarter 3 0

0Counterpart funds Quarter 4 0 0

0Total (See Annex 3) 0 0

Other transfers from government entities

139,444,631.55 0 454,444,631.65Ministry of Education

0 0Ministry xy 0

0Project zz 0 0

Agency xx 0 0 0

454,444.631.65Total 139.444.631.55 q

0Appropriations-in-Aid 0 0

454,444,631.65Total 139,444,631.55 0

t4
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East African Skills for'l'ransformation And Itegional Integration Project (EASTRIP)
Annual Report and Financial Statements for the Jinancial year ended June 30, 2023

Notcs to the Financial Statements (Continucd)

6. Purchasc of Goods and Scrvices

Kshs Kshs Kshs Kshs Kshs

[Jtilities, supplies and
servlccs

9,923,036.00 9,923,036.00 1,198,440.00 11,707,200.00

Communication,
supplics and scrviccs

610,000.00 610,000.00 309,000.00 935,000.00

Domestic travcl and

subsistcnce
9,280,000.00 9,280,000.00 75,471,900.00 44,219,421.65

Irorcign travel and
subsistcnce

24,997,418.40 24,997,418.40 19,057,649.90 48,249,801.70

Printing, advertising,
and information
supplics

182,072.00 782,072.00 1,318,432.00 3332,304.00

'l'raining payments 4,839,879.00 4,839,879.00 4,226,893.00 22,511,152.00

I lospitality supplies
and services

1,019,695.00 1,019,695.00 4,85 8, 160.00 8,545,395.00

Insurance costs 405,484.00 405,484.00 622,386.00 1,485,250.00

Specialized materials
and scrvices t6.953.291.80

Other operating
paymcnls

20,795,253.65 20,795,253.65 10,612,033.19 36,029,077.14

1,174,322.00 1,174,322.00 1,422,568.00 3,194,552.00
Routinc maintenancc

- vehicles and other
transport equipment

I{outine maintenance-
other assets

97,669.00 3,875,665.50

Ilxchange rate
losses/gains (net)

73J27J_60J5 73J27J60J5 59.ff15.13UD 201,038J16,79Total

t9



East African Skills for'fransformation And Itegional Integration Project (llAS'fRIP)
Annual Report and Financial Statements for the linancial year ended June 30, 2023

Notes to the Financial Statements (Continucd)

7. Social Security Benefits

16,400 16,400
Government pension
and retirement benefits

Social security benefits
in cash and in kind
Employer social
benefits in cash and in
kind

16.400 16.400Total

20



East African Skills for Transformation And Regional Integration Project (EASTzuP)
Annual Report and Financial Statementsfor thefinancial year ended June 30,2023

Notes to the Financial Statcments (Continucd)
8. uisition of Non-Financial Assets

Kshs. Kshs. Kshs Kshs Kshs

Purchase of buildings

Construction of bu i ldings 51,538,998.38 51,538,998.38 132.044.284.46 183,583,282.94

Refurbishment of buildings

Construction of roads

Construction of civil works

Overhaul & refurbishment of
construction and civil works
Purchase ofvehicles & other
transport equipment

15,21 0,000.00

Overhaul of vehicles & other
transport equipment

Purchase of household furniture
& institutional equiprnent
Purchase of office furniture &
gencral equipment

I 1,156,695.00 I 1,156,695.00

Purchase of specialised plant,
equipment and machinery

5,908,019.00

Rehabilitation & renovation of
plant, equipment & machinery
Purchase of certified seeds,

brceding stock and live animals

Research, studies, project
preparation, design &
supervision

Rehabilitation of civil works

Acquisition of strategic stocks

Acquisition of land

Acquisition of othcr intangiblc
assets

Total 51"53&99EJE 51-53EJ9EJ8 M3240,91946 2158s7J96r4
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East African Skills for Transformation And Regional Integration Project (EASTRIP)
Annual Report and Financial Statements for the ftnancial year ended June 30, 2023

Notes to the Financial Statements (Continued)

9. Transfers to other Government Entities

During the financial period to 30 June 2023, we transfcrred funds to reporting government entities as

shown below:

Kshs Kshs Kshs Kshs Kshs
Transfers to National Government
entities

0 0 0 0Ministry ABC 0

0 0Proiect XYZ 0 0 0

0 0 0 0 0

0 0 0 0 0Transfers to County Govemments
0 0 0 0County ABC 0

0 0CounW XYZ 0 0 0

0 0 0 0 0

0 0 0 0 0Total
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East African Skills for Transformation And Regional Integration Project (EASTRIP)
Annual Report and Financial Statements theJinancial year ended June 30,2023

Notcs to thc Financial Statements (Continucd)

10. Other Grants, Transfers and Payments

[Provide explanation as nccessaryl

Kshs Kshs Kshs Kshs Kshs

Grants for scholarships 0 0 0 0 0

Transfers to lower levels of
govemment e.g. schools

0 0 0 0 0

Miscel laneous payments 0 0 0 0 0

Total 0 0 0 0 0
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East African Skills for Transformation And Regional Integration Project (EASTRIP)
Annual Report and Financial Ststements for the Jinancial year ended June 30, 2023

Notes to the Financial Statements (Continued)

ll. Cash And Cash equivalents

East African Skills for Transformation and Regional Integration Project (EASTRIP) has I number of
project accounts spread within the project implementation area and 0 number of foreign currency
designated accounts managed by the National Treasury as listed below:

ll. A Bank Accounts

Project Bank Accounts

31,989,924.72 21,030,1 I I .50Equity Bank Ltd-I040279407282 CNote I lA)
Cash in hand Q'{ote l lB)
Cash equivalents (short-term deposits) (Note l lC)
fotal 31.989.924.72 2l -030.1 I 1.50

Equity Bank Ltd-l040279407282 (Note I lA) 31,989,924.72 21,030,1I1.50

Total local currency balances 31. s)4 1) 21.030.1 I 1.50

31s89.924J2 21.030.111.50Total bank account balances
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East African Skills for Transformation And Regional Integration Project (EASTRIP)
Annual Report and Financial Statements for the Jinancial year ended June 30, 2023

Notcs to the Financial Statemcnts (Continucd)

Special Deposit Accounts

The balances in the Project's Special Deposit Account(s) as at 30th June 2023 are not included in the
Statement of Financial Assets since they are below the line items and are yet to be drawn into the
Exchequer Account as a voted provision.

Below is the Special Deposit Account (SDA) movement schedule which shows the flow of funds that
were voted in the year. These funds have been reported as loans/grants received in the year under the
Statement of Receipts and Payments.

Special Deposit Accounts Movement Schedule

(i) A/C Name: Meru National Polytcchnic-EASTRIP
A/c No:1040279407282

Opening balance 27,030,71 1.50
225,856,155.30

Total amount deposited in the account 139,444,631.65 0

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

128,484,818.43 204,826,043.80

Closing balance (as per SDA bank account reconciliation
attached) 37.989.924J2 ru80J1L50

(ii) A./c Name [A/c No......1

Opening balance (as per the SDA reconciliation) 0 0

Total amount deposited in the account 0 0

'l'otal amount withdrawn (as per Statemcnt of Receipts &
Payments)

0 0

Closing balance (as per SDA bank account reconciliation
attached) a 0
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East African Skills for Transformation And Regional Integration Project (EASTRIP)
Annual Report and Financial Statementsfor the financial year ended June 30,2023

Notes to the Financial Statements (Continucd)

l l B Cash in hand

[Provide a cash count certificate for each location above,l

1l C Cash equivalents (short-term deposits)

[Provide short appropriate explanations as necessaryl

12. Imprests and Advances

0 0Location I

0 0Location 2

0 0Location 3

0Other locations (specifu) 0

a 0Total cash in hand balances

0 0Kenya Commercial Bank [A/C No......]

0 0Co-Operative Bank of Kenya [A/C No......]

0Others (Speci$) 0

0Total a

0 0Govemment Imprests

0 0Salary advances

0Total 0
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East African Skills for Transformation And Regional Integration Project (EASTRIP)
Annual Report and Financial Statements for theJinancial year ended June 30,2023

Notes to the Financial Statements (Continued)

13. Deposits and Retention Monies

14. Fund Balance Brought Forward

Retention 13,483,335.41 13.483.335.41

Paid
0

Deposits 5,1 53,899.84 0

Total 18,637.235.25 13,483,335.41

Bank accounts 21,030,11 1.50 225,856,155.30

Cash in hand

Cash equivalents (short-term deposits)

Outstanding imprests and advances

Deposits and retention

Total 21,030,111.50 225,856,155.30
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East African Skills for Transformation And Regional Integration Project (EASI'RIP)
Annual Report and Financial Statementsfor the financial year ended June 30,2023

Notes to the Financial Statemcnts (Continued)

15. Prior Year adjustment

0 0 0Bank account Balances

Cash in hand

Imprests and advances

Deposits and retentions

Others (specify)

Total 0 0

16. Changes in Imprests and Advances

17. Changcs in Accounts Deposits and Retention

0.00Outstanding Imprest as at June 30,2022 (A) 0.00

4,626,445.00 4,975440.00Imprest issued during the year (B)

Imprest surrendered during the Ycar (C) 4,626,445.00 4,975440.00
0.00

Nct changes in account receivables D: A+l]-C
0.00

13,483,335.41 420,888.50Deposit and Retentions as at l't July 2022 (A)

13,483,335.41Deposit and Retentions held during the year (B) 5,153,899.84

Deposit and Retentions paid during the Year (C) 420,888.50

18,637,235.25 13,483,335.41Net changes in account payables D: A+B-C
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East African Skills for Transformation And Regional Integration Project (EASTRIP)
Annual Report and Finoncial Statements theJinancial year ended June 30,2023

Other Important Disclosures

l. Pending Accounts Payable (See Annex 4a)

2. Pending Staff Payables (See Annex 4b)

3. Other Pending Payables (See Annex 4c)

Construction of buildings 312,429,006 0 5 1,53 8,998 260,890,007

Construction of civil works

Supply ofgoods

Supply of services

Total 312,429,006 0 51,538,998 260,890,007

Senior management 0 0 0 0

Middle management 0 0 0 0

Union employees 0 0 0 0

Others 0 0 0 0

Total 0 0 0 0

Amounts due to National
Govemment entities

0 0 0 0

Amounts due to County
Government entities

0 0 0 0

Amounts due to third parties-
NSSF

0 54,000 45 J 60 8 640

Total 0 54,000 45,360 8,640
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East African Skills for Transformation And Regional Integration Project (EASTRIP)
Annual Report and Financial Statementsfor the financial year ended June 30, 2023

Other Important Disclosures (Continued)

4. External Assistance

a). External assistancc relating loans and grants

b) Undrawn external assistancc

Extemal assistance received as grants 0 0

External assistance received as loans 0 0

External assistance received in kind- as payment by
third parties

0 0

0 0Total

0 0External assistance received as loans

External assistance received as grants 0 0

Total 0 0

Undrawn external assistancc - loans

Undrawn extemal assistance - grants

Total
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East African Skills for'fransformation And Regional Integration Project (EASTRIP)
Annual Report and Financial Statements for theJinancial year ended June 30, 2023

Other Important Disclosures (Continucd)

c) Classcs of providers of cxtcrnal assistance

d. Non-monetary external assistancc

Multilateral donors
Ililateral donors
Internalional assistance organization
NGOs
National Assistance Organization
Total

Goods

Services
Total
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East African Skills for Transformation And Regional Integration Project (EASTRIP)
Annual Report and Financial Statementsfor the financial year ended June 30,2023

Other Important Disclosures (Continued)

e Purpose and use ofexternal assistance

f. External Assistance paid by third parties on bchalf of (the Entity) by Source

This rclates to external assistance paid directly by third parties to settle obligations on behalf of (the entiry This note

should tie to line 3 ofnote 4 on external assistance)).

Compensation to employees
Use of goods and servlces
Subsidies

Transfers to other Government entities
Other grants and transfers

Social Security benefits
Acquisition of assets

Finance Costs including loan interest

Repayment of principal on domestic and foreign
borrowing
Other payments

Total

National government

Multilateral donors
Bilateral donors
International assistance organization
NGOs
National Assistance Organization
Total
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East African Skills for Transformation And Regional Integration Project (EASI'RIP)
Annual Report and Financial Statements the financial year ended June 30, 2023

Other Important Disclosures (Continued)

5. Payments by Third Party on Ilehalf of the Project

fhis relates to paymcnts done directly to supplicr on behalf of the project such as; national

government may fund thc operation of health or education program; a donor may pay directly for
construction of a givcn activity
5.1 Classification by Source

( I hird party payments may be done by other entitics that arc not providers of external assistance)

5.2 Classification of payments madc by Third Parties by Nature of expenses

National government

Multilateral donors

Bilateral donors

International assistance organization

NGOs

National Assistance Organization

Total

Compensation of employees

Use of goods and servlccs

Subsidics

I'ransfers to othcr government units

Other grants and transfers

Social security benefits

Acquisition of asscts

Finance costs, including loan interest

Other payments

Total
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East African Skills for Transformation And Regional Integration Project (EASTRIP)
Annual Report and Financial Statementsfor theJinancial year ended June 30,2023

Other Important Disclosures (Continued)

6. Related Party Disclosures

Related party disclosure is encouraged under non-mandatory section of the Cash Basis IPSAS

The comprise of related parties to the Project

i) Key management personnel including the program director/manager

ii) Theimplementingentity/ministry/department

iii) Other Ministries and Departments.

iv) The National Treasury

Related party transactions:

7. ContingentLiabilities

Compensation to Key Managemcnt

Compensation to the program manager/ director

Key Management Compensation others (specify)

Total Compensation to Key Management

Transfers to related parties

'fransfers to other government entities

Total Transfers to related parties

Transfers from related parties

Transfers from the Ministry/ department

Payments made on behalf of the project by othcr govt. entitics

(Insert any other transfers received)

Total Transfers from related parties

Court case xxx against the project

Bank guarantees in favour of other govt. entities

Contingent liabilities arising from PPPs/ donor

agreements

Total
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Ilast African Skills for'fransformation And Regional Integration Project (EASTRIP)
Annual Report and Financial Statements for theJinancial year ended June 30, 2023

13. Annexes
Anncx 1: Prior Year Auditor-General's Recommendations

Guidance Notes:

1. Usc the same reference numbers as contained in the external audit report;
2. Obtain the "Issue/Observation" and "management comments", required above, from final

external audit report that is signed by Management;
3. Before approving the report, discuss the timeframe with the appointed Focal Point

persons within your entity responsible for implementation of each issue;
4. Indicate the status of "Resolved" or "Not Resolved" by the date of submitting this report

to National Treasury.

Name: Mutcmbei Kigige
Project Coordinator
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East African Skills for Transformation And Itegional Integration Project (EAS'|RIP)

Annual Report and Financial Statementsfor the.financial year ended June 30, 2023

Annex 4b: Analysis of Pending: Staff Bills

Permanent Employees
Management

I
2

Sub-Total
EmployecsPermanent

Others
a
J

4

Sub-Total
Temporary emDloyees

5

6

Sub-Total
Others (snecifv)

7

8

Sub-Total
Grand Total
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East African Skills for Transformation And Regional Integration Project (EASTzuP)
Annual Report and Financial Statements theJinancial year ended June 30, 2023

Annex 4c: Analysis of other Pending Payables

Amounts due
to National
Govt Entities

I

2

Sub-Total

Amounts due
to County
Govt Entities

J

4

Sub-Total

Amounts due
to Third
Parties

5

6.

Sub-Total

Others; NSSF
\ISSF
Deductions

lune,2023 54,000 45 J 60 8,640 0

7

8

Sub-Total

Grand Total 54,000 45,360 8,640 0
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t East African Skills for Transformation And Regional Integration Project (EASTRIP)
Annual Report and Financial Statements for the Jinancial year ended June 30, 2023

Annex 5: Summary of Fixed Assets Register

Kshs. Kshs. Kshs Kshs Kshs

Purchase of buildings

132.044.284.46 183,s83,282.84Construction of buildings 5 1,538,998.38 51,538,998.38

Refurbishment of buildings

Construction of roads

Construction of civil works

Overhaul & refurbishment of
construction and civil works
Purchase ofvehicles & other
transport equipment

15,210,000.00

Overhaul of vehicles & other
transport equipment

Purchase of household
furniture & institutional
equipment
Purchase of office furniture &
seneral equipment

I 1,156,695.00 11,156,695.00

Purchase of specialised plant,
equipment and machinery

5,908,019.00

Rehabilitation & renovation of
plant. equipment & machinery
Purchase of certified seeds,
breeding stock and live
animals
Research, studies, project
preparation, design &
supervision

Rehabilitation of civil works

Acquisition of strategic stocks

Acquisition of land

Acquisition of other intangible
assets

215857J96-84Total 515!8J9EJ8 515r8J98^38 t43,2fr0.91946
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East African Skills for Transformation And Regional Integration Project (EASTRIP)
Annual Report and Financial Statementsfor theftnancial year ended June 30,2023

Annex 6: Contingent Liabilities Rcgister

I

2

J

4

5

6

7

8

9

10
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Annex 7: Reporting of Climate Relevant Expenditures

44



I

East African Skills for Transformation And Regional Integration Project (EASTRIP)
Annual Report and Financial Statements for thefinancial year ended June 30, 2023

Anncx 8: Reporting Disastcr Managcment Expenditure

Programme Sub-
programme

Disaster
Type

Category of
disaster
related
Activity that
requirc
expcnditure
reporting
(response/re

covery/mitig
ation/prepar
edness)

Expendit
ure item

Amount
(Kshs.)

Comments
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