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A CITY MODERNISATION PROJECT, CREDIT NUMBER: 5587K8
rts and X'inancial Statements

the ended June 30,2020

T INFORMATION AND OYERALL PERFORMANCE

registered office

project's official Residence is the Ministry of Energy, Nyayo House, Nairobi.
key objective of the project is to increase access to electricity, improve reliability of

and to strengthen KPLC's financial situation.
ress

82-0100

following are the project contacts:
s4) 33101 1 l2

.go.ke
energy.go.ke

ective:

Project

ame

of

Box
BI

srte:

Pro ect Start but", The project start date is: l7 September 2015

Pro ect End $ate The proiect end date is: 3l't December 2021

Pro ect ManaLer: The project manager is Rodney Sultani

Pro ect Sno.,to. The project sponsor is International Development Association, Which will
contribute 100% of project costs.

Project

Lin The project is under the supervision of the Ministry of Energy

Pro ect N IDA CR. 5587K8

Stn of the project The Strategic Goals of the Project are as follows:
(i) To increase access to electricity.
(ii) To improve reliability of electricity service
(iii) To strengthen KPLC's financial situation.

Acl
go€

of strategic The project management aims to achieve the goals through the
following means:The implementing agencies (IAs) are the Ministry of
Energy (MoE), KPLC, and REA.

otl
inti

background
the

The project is being implemented in conjunction with other Energy
Sector Agencies and Parastatals.

Cu
prq
inte

was
that the

to
The project was formed to intervene in the following areas

(i) Access to Electricity.
(ii) Reliability of Electricity Service

KPLC financial situation.llt

Pro The project started on 17th September 2015 and is expected to run until
30'h June 2020. This has been extended to 31" Decemb er 2027

ll
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CITY MODERIIISATION PROJECT, CREDIT NUMBER: 5587KE
and ancial Statements

year ended June 30,2020

Account

Bank of Kenya Ltd

No. 1000250698

Account

Bank of Kenya
No. 1000309875

is audited by the Office of the Auditor General (OAG), P.O. Box 30084-00100, Nairobi,

Responsibilities

I

1

I Roles

N lmes Title Designation Key Qualifications Responsibilities
t
h

: Eng. Jor
oroge,CI

eph
IS

Principal Secretary MBA,BSc,.C,Eng,MIEE R
Connsul' Ene FIEX

Accounting
Officer

rdney Su tani Project Coordinator MSc. Project Management,
BSc Civil Engineering.

Manager

( PA Mose ; Gitari Assistant Accountant
General

MBA, (Strategic
Management)

Accounting &,
ERD

h

\
ir. Williar
tbaka

nO Senior Deputy Director
Budget

MBA(Finance) Finance

I awTence ,lduva Monitoring and
Evaluation Specialist

MA Project Management Monitoring and
Evaluation

(

I
A Geo Tsalwa Financial Management

Specialist
MSc. Finance, B. COM.
Finance
CPA (K)

Financial
Management

(
L lmeon Procurement Specialist MBA Strategy Procurement

I
I

Nj
g'ang'a

Head of Procurement MBA, Strategic
Management

Procurement

ancy Assistant
Director/HRM&D

MED , BED, Education,
Higher Dip HRM

Training

lll
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CITY MODERNISATION PROJECT, CREDIT NUMBER: 5587KE
Statements

ended June 2020

summary

is for duration of 5 years from 2015 to 202L with an approved budget of US$ 4,520,000
to Kshs. 456,000,000 as highlighted in the table below:

of Overall Project Performsnce:

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

year under review, the project received Kshs. 29,807,657 agarnst a final budget of Kshs.
and incurred a total expenditure of Kshs. 25,001,314 against a budget of Kshs 121,000,000

underutilization of Kshs 95,998,686 or 80%. The projects' cumulative receipts and payments
,807,657 and Kshs 264,502,576 respectively.

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

t.7

The Proj

(il Loan
Intematic
Developr
Associati

nal
rent
>n ODA) 4.520.000 456.000.000 2.976.244 297.541.557 1,543,756 158.458.443

Total 4.520.000 456.000.000 2.976.244 297.541.557 1.543.756 158.458.443

1.8 Sumr

)uring the
.21,000,00(
esulting to

re Kshs 2

1.8.1

1.8.2

Activitie

reportin

r planned for the

; period

Activity Implementation Status Narration

National Electrification Strategy
Develop
Electrific

md launch the National
ation Strategy

National Electrification Strategy developed
and launched.

Completed.

Regulrti quality of electricityfor
Develop
quality e

:e gulation for enforcing
ectricity

Standards developed for enforcing quality
electricity

Completed

Cost of

offinal report
of draft tariff
fund report

I

I

. Draft final report on tariff stabilization
fund report submiued and stakeholder's
workshop held on 28th Feb.2018.

. Final report submitted on 13th March
201 8

Completed

lrr Irt\o1t ('( ,rl lrrilrl. l)rrttIt ( rrtil ililliltt ilt

ll,,tt,'t' /r \/rr

rl, rl't rli't

\nl(ililll tr'ili\((l
,l.rlr \it {l(, .ltl,)r

I tt,lr.rrrtt lr:rl.rrt,t
,l.rr, , itlttt' lril,l)

,1, tlit, tt
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KENYA CTRI MODERNISATION PROJECT, CREDIT NUMBER: 558zKE
Reports
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1.8.3

I Statements
ended June 30,2020

was extended and the new closure date is 3l)tDecember 2O2L The consultancies
s component is overseeing activities of the Implementing Agencies to ensure

of the planned activities is achieved. The following are the achievements: -
and launched the National electricity strategy;
Standards for enforcing quality electricity;b

c t63

e

participants drawn from (MoE, KPLC, KEGEN, KETRACO, REA, GDC, ERC,
NT have been trained in various courses supported by the World Bank through

power market study were issued to the shortlisted firms. Bid opening is set for July

Systems Operation and Dispatch guidelines were issue to shortlisted firms. Bid
is set for July 2,2020.
the Development of Technical specifications and standardization were opened on
2020 and are being evalrrated.

of SCADA/EMS link between KPLC and ERC is in progress.
Bank cleared the T'oR for procurement of consultancy services for customer

survey and EI'RA is supposed to publish the REOI

Manal ement ar supervision Consultant- Electrification u'orks.

Project
manag

andervrsron
ontinue

Supervision works ongoing On going

Trainir
t^.r,
ob

Sut
tor

To date 163 participants drawn from (MoE,
KPLC, KEGEN, KETRACO, REA, GDC,
ERC, KNEB and NT have been trained in
various courses supported by the World
Bank thlough the project

This activity is
ongoing and
more staffs are
expected to
benefit from
the trainings in
FY 2019/2020

Power Market d, :sign study RFPs were issued to the shortlisted firms.
Bid opening is set for July 6,2020

This activity is
still ongoing

Systen
guidel

Ls Operat
nes

ion and Dispatch RFPs were issue to shortlisted firms. Bid
opening is set for July 2,2020.

This activity is
still ongoing

SCAD
KPLC

A, /EMT
and ERC

Link between Contract implementation on going This activity is
still ongoing

Devel,
specif
guidel

of Technical
standardization

REOI published, closed on May 28rn
Shortlisting on-going and RFP ready for
issuance once shortlist is complete and
approved.

This activity is
still ongoing

Procu*
Servi&
,a,*"J

Consultancy
for satisfaction

TOR cleared by Bank, EPRA to publish
REOI

This activity is
still ongoing

under

KNEB

RFPs

RFPs

World

the

'rhe

To

612

Bids
May
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a)

b)

1.8.6

1.9

MODERNISATION PROJECT, CREDIT NUMBER: 5587KE
Statements

ended June 30, 2020

rate IS 66% compared to the disbursement plan 1n the Project Appraisal
(PAD) thi s was due to low budget allocation granted by the National Treasurv

Bank has disbursed USD 2 ,976,244 agamst a commitment of USD 4\ 20 000

challenges and recommended way forward

expenencrng a pandemic called CoVID- 9 An effort to contain the spread

the

1S

which has drastically

As

progres ln floor finishing tefiazz.o and

1

affected the S ( )
for the lab under the lifeline testing equipment because the contractor ls

compile to KPLC requirements and have had to limit the number of working hours

Equipment and system training already late due to lockdown in China and travel
. Need to move training from the contractor's premises to Kenya

ns for Programme Improvement
of activities to ensure the time lost due to challenges mentioned above can be

Project Compliance:

significant cases of non-compliance with applicable laws and regulatiorrs, and
fi nancing agreements/covenants

to date

mary

were

vl
rriiii

rril
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Statements

ended June 30.2020

O F PERFORIIIANCI} AGAI NST PROJE,CT' S PREDE TR]VIINED

(0 of the Public Finance Management Act, 2012 requires that, at the end of each

, the Accounting officer when preparing financial statements of each National
in accordance with the standards and formats prescribed by the Public Sector

tandards Board includes a statement of the national govenlment entity's
predetermined obj eotives.This component will finance consultancy services,

for new investments, training actions and other activities to support, among

objectives of the project's 2018-2021plan are to:

of the National Electrification Strategy (NES). The objective of the NES
universal access to electricity services meeting applicable standards on quality in

manner in the shortest possible time. 'fhe strategy should also optimize
of resources from a country perspective. MoEP will implement this activity.

national technical specifications and. This assistance will support the

economic optimization of the design and construction of electricity networks
supply new users located in areas that are currently not electrified, meeting
standards on service quality. This will result in the addition of nerv standardized

units to those currently applied by K"LC and REA. MoEP will implenrent this

for enforcing quality on electricity serwice. Assistance to ERC to
a regime on service quality, based on systematic monitoring of key parameters

access of the records of the information systems used by KPLC. This will also
with assessment of KPLC's customers' complaints and commercial systents.
ERC will implement this activity

and capacity building. This will finance training and capacity building and

for the sector entities, including MoEP, KPLC, REA, KETRACO, KenGen

2.
o

ln

vtl
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Statements

ended June 30,2020

of Strategic development objectives

plementing and cascading the above development obiectives to specific sectors, all
objectives were made specific, measurable, achievable, realistic and time-bund

into development outcomes. Attendant in<iicators were identified for
progress and performance measurement: Below we provide the progress on

objectives:

Procurement
in progress

Fin
ncial

son

of

and
of
the

Obiectil,e Outcome Indicator Performance
Preparafon o
National Electr
srateeil (NES)

the
ification

Increased efficient Report This has been
achieved

specl
and tic

national
ications
n

Support the technical and economic
optimization of the design and
construction of electricity networks
needed to supply new users located in
areas that are currently not electrified,
meeting applicabie standards on service
quality

I Report

for
on
livery

rforcing
:ctricity

Service quality, based on systematic
monitoring of key parameters through
direct access of the records of the
information systems used by KPLC

I report Procurement
in progress

andTraininf
buildinel

:apacity Improve on service delivery in the
Energy Sector

No staff
trained

163 personnel
were trained

vlll
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CITY MODERITISATION PROJECT, CREDIT NUMBER: 5587K8
Statements

ended June 30,2020

TE SOCIAL RESPONSIBILITY STATEMENT/SUSTAINABILITY

ability stratery and profiIe
is committed to promoting sustainable environmental management and utilization

resources to generate socio- economic benefits. Measures were put in place in
to ensure sustainable energy resource management. Among them include:

of the Energy Act20l9 through development and review of various regulations
that guides on sustainable utilization of the energy resources; Formulation of the
Efficiency and Conservation Strategy and Bio-energy strategy (which aims at

the development and utilization of bio-energy resources in Kenya in a sustainable
of which are at draft stage; among others. Other strategies put in place included

of riparian land and reforestation of hydro dam catchment areas through direct
and also supply of seedlings to the communities living in project areas.

performance
project was screened by world Bank and assigned an Environmental Category B

on the assumption that no major civil works will be funded and no major
economlc displacement will take place. Four safeguard policies have been triggered
ect. They include (a) OP/BP 4.01 (Environmental Assessment); (b) OP/BP 4.04

Habitats); (c) OP/BP a.1 0, (Indigenous Peoples); and (d) OP/BP 4.12 (Involuntary
).

b Bank operational policy on Environmental Assessment (OP/BP 4.01) has been
due to the implementation of the activities outlined under Components 1-3. The main
environmental impacts anticipated for the project are (a) civil works that would be
construction of the mini-grids in remote areas (Component 1), installation of stand-

for households (component 2 ), installation of solar pv for water pumpmg
3), and construction of distribution lines to connect new customers and (b)

health, and safety concerns are likely to be associated with recycling and
spent batteries at the end of their useful lives. which is usually 3-5 years after
Rechargeable batteries for storing solar energy may run on nickel-cadmium Qrli-
metal hydride O{iMH), lithium-ion (Li-ion), lead-acid (Pb-A), or lead-gel (pb-gel).

should not be disposed in standard landfills because they can create long-lasting
and human health impacts (for example, headaches, abdominal discomfort,

comas, cancers, irritation of skin and respiratory system, burns and damage to skin
and corrosion) due largely to the heavy metals such as mercury, lead, cadmium, and

acids. The entire management processes including de-manufacturing, collection,
transport, and disposal may present a challenge to this project and, given the

this World Bank operation, could result in environmental and social risks and rmpacts,
these impacts are reversible and localized and can be easily and cost-effectively

that
policy on Natural Habitats (op/Bp 4.04) has been triggered, on the

the project activities under Components I and 3 are likely to affect the natural
erection of poles, construction of the mini-grids, and the installation of the

c.

pumping equipment.

lx
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welfare
that guides the Ministy on recruifinent includes: PSC Recruitment and Selection

of PSC HRlvl Functions to the cabinet Secretary ,Ju1y,2018; Framework for
Employment in the Public Service,May,20l9; and Human Resources Policies and

Manual for the Public Service,May ,20 6. This enabled the Ministry to promote
cadre under the delegated as guided policypowers the taking into consideration

regional balance.
improvements and career progression the Ministy is guided by Human Resource

Policy for the Public Service, June, 2015 and Guidelines on Managing Training in
Service. This enabled the toMinisfiy conducts individual tainings prograrnmes

for progression/promotion and those required ul the Schemes of Service forcareer
and also group trainings for various cadres.

ensured that all staffs were put on Performance Appraisal System (PAS) as guided
for Implementation of Performance Reward s and Sanctions in the Public Service

Performance Rewards and Sanctions framework.
has developed its own Occupational Safety and Health Policy with reference to

safety and Health, ACT of 2007. A Ministerial committee on occupational
Health is in place which ensures adherence to OSHA and safety and security of the

Ministry properties.

place practices

competition practice. (Shict adherence to Annex IV of World Bank
tions on Banks Anti-conuption guidelines)

Supply chain and supplier relations- Procurement undertaken in compliance
Procurement Regulations as per Section 3.7 of the regulations are as follows;

I
by

can both understand the basis for the Borrower's

deci
and make an informed decision on whether to lodge a Complaint challenging

sion.
acknowledge Complaints received;

VE Complaints promptly and fairly; d. Preserve the confidentiality and proprretary
of other Applicants/ Bidders/Proposers/Consultants, including commercial

financial information and trade secrets as requested by the
tants in their Bids/Proposals;

complete records of all debriefings and Complaints and their resolution;
contracts subject prior revlew inform Bank promptly anythe

timely and sufficient information to B
the Notification of Intention to

to
and provide the Bank a copy o all relevantf

idderslProposers/Consultants, including
Award and debriefing, so that

of Complaint
documents and information; and

contracts ect to pnor revlew, The C lient consult wlth the Bank promptly and
throughout the Complaint revlew and resolution process

marketing and advertis ement- Ensuring suppliers are glve sufficien trme to
clarificati

subj

t

x

Provide extensions ln even of ons lead to substanti al change to bidding
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CITY MODERNISATION PROJECT, CREDIT NUMBER: 5587KE
Statements

ended June 30,2020

stcwardship-; we have to ensure adherence to NEMA in project implementation is
and well as pursuing o'green procurement "to ensure that suppliers who value the

are encouraged.

Engagements

has been carried out the following measures to enhance acceptance of the projects by
around the project area; The Ministry and its Agencies put in place mechanism

of the people during project implementation. Among them includes
of Stakeholders coordination committees and rolling out of community

and policy

Ministry continued to ensure that local communities were considered for jobs
of the energy projects. Local communities were also involved duringthe

acqursr

Comm

xl
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I

OF PROJECT MAIIAGEMENT RESPONSIBILITIES4.

The

the

at

Project
ich

(ii

(vi)

The Secretary for the Ministry of Energy and

estimates that are reasonable in thel
I

thJ

Kenya Electricity
Project's financial

circumstances.

Project Coordinator for Kenya Electricity
have been
policies in

Secretary for the Ministry of Energy and Coordinator for Kenya Electricity
l

I

thelProiect
s fihancial

of Project's transactions during the financial year ended June 30, 2020, and of the Project's
as at that date. The Principal Secretary for the Ministry of Energy and the Project

Kenya Electicity Modemisation Project further confirm the completeness of the
maintained for the Project, which have been relied upon in the preparation of the

statements as well as the adequacy of the systems of intemal financial control.

Secretary for the Ministry of Energy and the Project Coordinator for Kenya Electricity
Project confirm that the Project has complied fully with applicable Govemment
the terms of extemal financing covenants, and that Project funds received during the

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

Project linancial statements
statements were approved by the Principal Secretary for the Ministry of Energy

Coordinator for Kenya Electricity Modemization Project on
o 2020 md signed by them.

(s

Pro ect Coordinator

Project are of the opinion that the Project' statements give a true and fair view

Njoroge, CBS Rodney Sultani
Head of Accounting Unit
Moses Gitari

G,

STA

time

that

Principal

on
w

Principal

state
posl

Project
the

ly

of

Dr
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REPUBLIC OF KENYA

OFFICE OF THE AUDITOR-GENERAL

E n h a n c i n g A c c o u n t a b i I i t1t

HEADqUARTERS

Anniversary Towers
Monrovia Street

P.O. Box joo84-o01oo
NAIROBI

the

RE RT OF THE AUDITOR.GENERAL ON KENYA ELECTRICITY
MO ERNTZATION PROJECT (tDA CR. NO. 5587 KE) FOR THE YEAR ENDED
30J E,2O2O. MINISTRY OF ENERGY

opi

of

RE

statement of financial assets as at 30 June, 2020, statement of receipts and

T ON THE FINANCIAL STATEMENTS

audited the accompanying financial statements of Kenya Electricity
Mod Project (lDA Cr. No. 5587 KE) set out on pages 1 to 13, which comprise

ents, statement of cash flows and the statement of comparative budget and actual
amo for the year then ended, and a summary of significant accounting policies and

explanatory information in accordance with the provisions of Article 229 of the
n of Kenya and Section 35 of the Public Audit Act,2015. I have obtained all

and explanations which, to the best of my knowledge and belief, were
for the purpose of the audit.

ln opinion, the financial statements present fairly, in all material respects, the
al position of Kenya Electricity Modernization Project as at 30 June, 2020, and of

performance and its cash flows for the year then ended, in accordance with
Public Sector Accounting Standards (Cash Basis) and comply with the

F ng Agreement No.5587KE dated 29 June, 2015, between the lntemational

Man
Association (lDA) and the Republic of Kenya and the Public Finance
Act,2012.

the specia! accounts statement presents fairly the special accounts
ctions and the closing balance has been reconciled with the books of account

for Opinion

The was conducted in accordance with lnternational Standards of Supreme Audit
ln (lSSAls). I am independent of Kenya Electricity Modernization Project (lDA
Cr. N
fulfill
with

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

Report the Auditor-General on Kenya Electricity Modernization Project (IDA Cr. No. 5587KE) for the year ended

ln
tran

5587 KE) Management in accordance with ISSAI 130 on Code of Ethics. ! have
other ethical responsibilities in accordance with the ISSAI and in accordance

ethical requirements applicable to performing audits of financial statements in

30 2020 - Ministry of Energt
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Key Audit Matters

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

Other Matter

Budgetary Performance and Gontrol

The statement of comparative budget and actual amounts reflects budgeted receipts of
Kshs.121,000,000 and actual receipts of Kshs.29,807,657 resulting to under receipt of
Kshs.91 ,192,343 or 75oh. Similarly, the Project budgeted Kshs.90,000,000 under
purchase of goods and services but incurred Kshs.24,854,314 or utilization of only 28o/o.

Management has attributed the underutilization to the deferment of trainings due to
Covid-19 pandemic.

Consequently, the under absorption of the budget may have resulted in non-
implementation of the Project's planned activities, thus slowing down achievement of
the intended goals and objectives.

REPORT ON LAWFULNESS AND EFFECTIVENESS !N USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, I confirm that, nothing has come to my attention to cause me to believe that
public resources have not been applied lawfully and in an effective way.

Basis for Conclusion

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 overall governance were not
effective.

Report of the Auditor-General on Kenya Electricity Modernization Project (lDA Cr. No. 5587 KE) for the year
ended 30 June, 2020 - Ministry of Energt

2



p

were

Basis Conclusion

The a t was conducted in accordance with ISSA! 2315 and ISSAI 2330. The standards
req that I plan and perform the audit to obtain assurance about whether effective

and systems of internal control, risk management and overall governance
rating effectively, in all material respects. I believe that the audit evidence I

have ined is sufficient and appropriate to provide a basis for my conclusion

bilities of Management and those charged with Governance

Mana is responsible for the preparation and fair presentation of these financial
ional bt ants n accord ance WI th lnternat Pu c Sector Accounting Stand rds Cash

Basis) and for matntain tng effectiVE nternal control AS Manag ement determ nes IS
to enable the preparation of financial statements that are free from material

mt whether due to fraud or error and for its assessment of the effectiveness
ofi a! control, risk management and overall governance

lnp
Proj S abi itv to continue to sustai n ts SETVI ces, disclosi ng AS applicab matte rS

ng the financta statements Managem ent S respon si ble for ASSESSI ng the
le

to sustainability of services and using the applicablebasis of accounting unless
Ma is aware of intention to terminate the Project or cease operations

Manag ment is also responsible for the submission of the financial statements to the
Aud eneral in accordance with the provisions of Section 47 of the Public Audit Act,
2015

ln add on to the responsibility for the preparation and presentation of the financial
described above, Management is also responsible for ensuring that the

nancial transactions and information reflected in the financial statements are

Res

activiti fi
ln

comp
of assu

iance with the authorities which govern them, and that public resources are
appl in an effective way

Those with govern a a responnce re SI b le fo overseei ng the financr a reporting
revtewr ng the effectiveness how Project monr tors comp liance withof the

legislative and regulatory requirements, ensuring that effective processes and
are in place to address key roles and responsibilities in relation to overall

and risk management, and ensuring the adequacy and effectiveness of the
control nvironment

Au eral's Responsibilities for the Audit

The it objectives are to obtain reasonable assurance about whether the financial
statem nts as a whole are free from material misstatement, whether due to fraud or
error d to issue an auditor's report that includes my opinion in accordance with the
provrs s of Section 48 of the Public Audit Act, 2015 and submit the audit report in

ce with Article 229(7) of the Constitution. Reasonable assurance is a high level
nce, but is not a guarantee that an audit conducted in accordance with lSSAls

will a ys detect a material misstatement and weakness when it exists. Misstatements
can ari from fraud or error and are considered material if, individually or in the
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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 overall governance processes and systems
in accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 2015 and
submit the audit report in compliance with Article 229(7) of the Constitution. My
consideration of the internal control would not necessarily disclose all matters in the
internal control 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 occur and not be detected within a timely period by
employees in the normal course of performing their assigned functions.

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

As part of an audit conducted in accordance with lSSAls, ! 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

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

Conclude on the appropriateness of the Management's use of the applicablebasis
of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the Project's ability to continue to sustain its services. lf I conclude that a material
uncertainty exists, I am required to draw attention in the auditor's report to the

Report of the Auditor-General on Kenya Electricity Modernization Project (IDA Cr. No. 5587 KE) for the year
ended 30 June,2020 - Ministrv qfEnergy
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o

disclosures in the financial statements or, if such disclosures are
equate, to modify my opinion. My conclusions are based on the audit evidence
ined up to the date of my audit report. However, future events or conditions

ay cause the Project to cease to continue to sustain its services.

luate the overall presentation, structure and content of the financial statements,

a

a

cluding the disclosures, and whether the financial statements represent the
nderlying transactions and events in a manner that achieves fair presentation

in sufficient appropriate audit evidence regarding the financial information and
usiness activities of the Project to express an opinion on the financial statements

such other procedures as I consider necessary in the circumstances.

unicate with the Management regarding, among other matters, the planned
scop and timing of the audit and significant audit findings, including any significant

es in internal control that are identified during the audit.

I also provide Management with a statement that I have complied with relevant ethical
requi ments regarding independence, and to communicate with them all relationships
and matters that may reasonably be thought to bear on my independence, and
wh applicable, related safeguards

Nan
NE

Nai

22 ber,2O2O

of the Auditor-General on Kenya Electricity Modernization Project (IDA Cr. No. 5587 KE) for the year
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For fi

Eng.Jos Njoroge, CBS
Project Coordinator
Rodney Sultani

Head Accounting Unit
Moses Gitari

MODERNISATION PROJECT, CREDIT NUMBER: 5587KE
and ancial Statements

ended June 30,2020

OF RECEIPTS AND PAYMENTS }'OR THE PERIOD ENDED
020

10.8 being re-stated balances transferred to prior year adjustment.

policies and explanatory notes to these financial statements are an integral part of

*

da-del
pal

ST
JTINE

Kshs Kshs Kshs
REt )EIPTS
Tra
enti

sfer frorn
ies

Government
,1.

Loa
parl

r from ex
lers

:ernal development
10.3

29,807,657 81,524,003 297,541,557

TO t'AL RE,( ]EIPTS 2918071657 81,524,003 297,541,557

FA

Pur

rIYlruN tt

:hase of g oods and services
10.4

24,854,314 75,797,573 253,912,471

Acr
ass

luisition c

:ts

non-financial
10.5

147,000 10,590,105

TC TAL PA' TMENTS 25,001,314 75,797,573 264,502,576
SU IPLUS 4,906,343 5,7261430 33,038,981

to

financial
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A
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Secretary
Joseph Njoroge, CBS

(t

Project Coordinator
Rodney Sultani

Head of Accounting Unit
Moses Gitari

CITY MODERNISATION PROJECT, cItErlIT NUMBER: 5s87KE
Statements

cial r ended June 30,2020

OF FINANCIAL ASSETS AS AT 3OTH JTINE 2O2O

I 7 18

policies and explanatory notes to these financial statements form an integral part
statements. The financial statements were approved on - 2020

B
F*"1 

*

7

by

/

)

F] Y.dNCIA I, ASSETS

C rsh and ( lash Equivalents
B nk Balan )es 10.6 33,627,959 171,377,346 171,377,346

T rtal Cash and Cash Equivalents 331627,959 171,377,346 171,377,346

A

A

ccounts rr
dvances

:ceivables - Imprest and
1,097,572 1,097,572

OTAL F TNANCIAL ASSETS 33,627,959 172,474,919 772r474,,919l
:EFRESII ]NTED BY

'C0ounts l 'ayable-Deposits 144,242,290

rund bala t0.7 172,474,919 22,505,209 22,506,209
)rior year

rce b/fwd
adjustment 10.8 -143,653,303

4,806,343 5,72,6,430 149.968.7r0
NCIAI, POSITION

lts the

33,627,958 77'2,474,9L9
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CITY MODERNISATION PROJECT, CREDtrT NUMBER: 5587KE

Statements
ended June 30,2020

OF CASHFLOW FOR THE PERIOD 3OTH JUNE 2O2O

policies and explanatory notes to these financial statements form an integral part
statements. The entity financial statements were approved on 2 1- 07- 2020

8.

For

The
of
and t atfJ -'

q/

Project Coordinator
Rodney Sultani

Head of Accounting Unit
Moses Gitari

)

STA

Rec ripts for r perating activities
Trar sfer from Govemment entities 144,242,280
Pay, nents for operating activities
Purr rase ofgr ,ods and services 10.4 -24,854,314 -75,197,573
Acq risition or . non-financial assets 10.5 -1,47,000

Decr ease/(Inc. ease) in Accotrnts receivable 1,097,572 -540,574

Prio year Adj mtments 10.9 -143,653,303

Net :ash florv (used in) /from operatinq activities -167,557,045 67,904.193

CAf tl.t, IJ(r lA FROM BORROWING ACTIVITIES

Proc :eds from 10.3 29,807,657 81,524,003
Net :ash flow

Foreign Borrowings
from financing activities 29,807,657 81,524,003

Net .ncrease n Cash and Cash Equivalent -137,7491388 149,429,196
Cas Land Car h Equivalent at Beginning of the Year 171,377,346 27,949.150
Cas L and Cal h Equivalent at End of the Year 10.6 33,627,958 771,3',77,346

tc-cnrrrrl-in

Dr. Njoroge, CBS
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CITY NIODERNISA'TION PROJECT, CREDIT NUMBER: 5587KE
Statements

year endcd June 30,2020

OF COMPARATIVE BIJDGET AND ACTUAL AMOLTNTS

budget utilisation/pertbrmance differences in the last column are expiaineci
financial statementsIti

SPr
Dr.

(s

Njoroge, CBS
Project Coordinator
Rodney Sultani

Head Accounting Llnit
Moses Gitari

Rectfpts
Procf,eds fi'om
b'rrrdr';inqs i 21,000,c00 121,000,000 29,807,657 91,192,343 24.60%

TotalReceipts 121,000,000 121,000,000 29,807,657 91,192,343 24.60o/o
Faydents
Purcllase of goc
arrd sDn'ices

Js
90,000,000 90,000,000 24,854,314 65,145,686 27.60%

Acqr{sition of n

finanlid assets
cn-

31,000,000 31,000,000 747,000 30,853,000 0.47%

TotnlFaymentr 121,000,000 121,000,000 25,00tr.314 95,999,696 2lol,

Ito
1'he

)

4
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10.

10.

10.

10.2

The
out

MODERNISATION PR0.IECT, CREDIT N UMBER: 5587KE
ial Statements

ended June 30,2020

TO THE FINANCIAL STATEMENTS

policies adopted in the preparation of these financial statements are set

PBEPARATION

ent of compliance and basis of preparation

statements have been prepared in accordance rvith cash-basis IpsAS
reporting under the cash basis of Accounting, as prescribed by the PSASB and set

accounting policy note below. This cash basis of accounting has been
with accounting for; a) receivables that include imprests and sala.ry advances

that include deposits and retentions
statements comply with and conform to the form of presentation prescribed

SB.
policies adopted have been consistently applied to all the years presented.

entity

statements are for the Kenya Electricity Modernization Project under
of Kenya. The financial statements encompass the reporting entity as

the relevant legislation PFM Act 2012

currency

statements are presented in Kenya Shillings (KShs), which is the functional
currency of the Project and all values are rounded to the nearest Kenya

ACCOUNTING POLICIES

n of recbipts

recognises all receipts from the various sources when the event occurs, and the
has actually been received by the Government.

from the Exchequer
Exchequer is be recognized in the books of accounts when cash is received.

as received when payment instruction is issued to the bank and notified
entity.

Assistance
is received through grants and loans from multilateral and bilateral

5

and

out in

and b)

by the

10.1.2

10.1.3

hilling.
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N
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partners.
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CITY MODERNISATION PROJECT, CREDIT NUMBER: 5587I(E
Statements

ended June 30,2020

g Policies (Continued)

donations shall be recognized in the books of accounts when cash is received. Cash
as received when a payment advice is received by the recipient entity or by the. In case of grant/donation in kind, such gmnts are recorded upon receipt of the

and upon deterrnination of the value. The date of the transaction is the value date
on the payment advice.

includes Treasury bill, treasury bonds, corporate bonds, sovereign bonds and
loans acquired by the project or any other debt the project may take on will be treated

basis and recognized as a receipt during the year they were received.

loans and grants at reporting date as specified in a binding agreement and relate tofor the Project currently under development where conditions have been satisfied org satisfaction is highly likely and the pro3ect 1S anticipated to continue to
on. An analysis of the Project's undrawn external assi stance is shown in the funding

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

sale of tender documents. These are recognised in the financial statem ents the time
cash is received

n of paymcnts

rccogn ises all paymerrts when the event occul.s, and the relatr;d oash has ac,tually
out by the Project.

of goods and serwices
arrd services are recognized as payments in the period when the goods/services are

and paid for. If not paid for during the period where goods/seri,ices are consurnecl,
be disclosed as pending biils.

uisition of fixed assets

on acquisition of property plant and equipment items is not capitalized. The cost
and proceeds from disposal of these items are treated as paYments and receipts
vely. Where an asset is acquired in a non-exchange transaction for nil or

consideration and the fair value of the asset can
is recorded as receipt and as a payment.

6

Grants

These

These
assets

b)

t

1S

grant

on

their
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they
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be reliably estabiished. a contra
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CITY MODERNISATION PROJECT, CR.E,DIT NUMBER: 5587KE
Statements

ended June 30,2020

g Policies (Continued)

asset register is maintained by each public entity and a summary provided for
of consolidation. This summary is disclosed as an annexure to the consolidated

statements.

cash equivalents

cash equivalents comprise cash on hand and cash at bank. Bank account balances

bills

provide a sense of the overall net cash position of the Project at the end of the year
pending bills are finally settled, such payments are included in the statement of

A

In- donations

contributions are donations that are made to the Project in the form of actual goods
services rather than in money or cash terms. These donations may include vehicles,

eq or personnel services. Where the financial value received for in-kind
ons can be reliably determined, the Project includes such value in the statement of

and payments both as receipts and as payments in equal and opposite amounts;
the contribution is not recorded

purpo

) Cash

Cash

liability

amounts held at the Central Bank of Kenya and at various commercial banks at the
end financial year.

cash represents amounts that are limited/restricted from being used to settle a
at least twelve months after the reporting period. This cash is limited for direct use
by stipulation. Amounts maintained in deposit bank accounts are restricted for use
third part deposits.

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

and/or institutions which were not surrendered or accounted for at the end of the
year is treated as receivables. This is in recognition of the government practice

where the imprest payments are recognized as payments when fully accounted for by the
or AIE holders. This is an enhancement to the cash accounting policy. Other
receivables are disclosed in the financial statements.

f)P

as

in

bills consist of unpaid liabilities at the end of the financial year arising from
goods or services during the year or in past years. As pending bills do not involve

the of cash in the reporting period, they recorded as 'memorandum' or 'off-balance'
items
When
recel and payments in the year in which the payments are made

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

and accounts payable - deposits, which are accounted for on an accrual basis), and
same period as the financial statements. The Project's budget was approved as

7
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for
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For the cial ended June 30,2020

MODERNISATION PROJECT, CREDIT NUMBER: 5587KE
Statementsand

by Law and National Treasury Regulations, as well as by the participating

as

Accounting Policies (Continued)

detailed in the Government of Kenya Budget Printed Estimates for the year. The
Projects are budgeted for under the MDAs but receive budgeted firnds as

and account for them separately. These transfers are recognised as inter-entity
and are eliminated upon conso lidation.

level assessment of the Project's actual performance against the comparable budget
financial yearlperiod under review has been included in an annex to these financial

party payments

in the receipts and payments, are payments made on its behalf by to third parties
of loans and grants. These payments do not constitute cash receipts and payments

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

the year nil loan disbursements were received in form of direct payments from third

ange rate differences

records are maintained in the functional currency of the primary economic
which the Project operates, Kenya Shillings. Transactions in foreignln

during the yearlperiod are converted into the functional currency using the
rates prevailing at the dates of the transactions. Any foreign exchange gains and

resulting from the settlement of such transactions and from the translation at year-end
rates of monetary assets and liabilities denominated in foreign ourrencies are

1n the statements of receipts and payments.

figures

necessary comparative figures for the previous financial years have been amended or
to conform to the required changes in financial statement presentation.

uent events

have been no events subsequent to the financial year end with a significant impact on
statements for the year ended June 30, 2020.

prior period errors shall be corrected retrospectively in the first set of financial
authorized for issue after their discovery by: i. Restating the comparative amounts

) presented in which the error occurred; or ii. If the error occurred before

8
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June 2020

prior period presented, restating the opening balances of assets, liabilities and net
for the earliest prior period presented

9
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CITY MODERNISATION PROJECT, CREDIT NUMBER: 5587K8
Statements

ended June 30, 2020

THE FINANCIAL STATEMENTS (Continued)

FROM EXTERNAL DEVELOPMENT PARTNERS

12 months ended to 30 June 2020, The project received funding from development partners in
negotiated by the National Treasury donors as detailed in the table below:

E OF'GOODS AND SERVICES

TION OF ASSETS

I

I

rA ELE(
rts and F
re financ;

OTES T

).3 LOA

uring the
rrm of loa

Loans I

Vfnlfilrte
leceived from
ral Donors

nternatio
\ ssocintir

tal Develt:pment
n

2810U2020 295,798 29,801,657 29,807,657 81,524,003

Iotal 295,798 29,807,657 29,807,657 81.524.003

1.4 PURI

KShs KShs KShs KShs KShs
T alnmg pa rments 7,339,893 7.339.893 17.004.054 95.2s4.600
o
pi

her opera
yments

:lng
17,514,421 r7.5t4.421 58.793.519 158,657,871

T rtal 24,854,314 24,854,314 75.979,573 253.912.471

.5 ACQ

KShs KShs KShs
Pr rchase of office fumiture & general equipment 147,000 147,000

R )search, s1 udies, project preparation, design & supervision 10,443,105

T tal 147,000 10,590,105
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RICITY MODERNISATION PROJECT, CREDIT NUMBER: 5587KE
ncial Statements
year ended June 30,2020

THE FINANCIAL STATEMENTS (Continuert)

BALANCES

t Bank Account

I Deposit Accounts

in the Projcct's Special Deposit Account(s) as at 30th June 2020 are not included in the
Irinancial Assets since thcy are bclow the line items and are yet to be drawn into the

unt zrs a voted provision. Below is the special Deposit Account (SDA) nrovenrent
shows the flow of lunds that were voted in the year. These funds have been reported as

ved in the year under the Statement of Receipts and Payrnents.
t Accounts M entS

A ELEC
s and Fir
r financiz

)TES TC

6 BANII

6.1 Projr

Cer tral Bank r-l Kenya [A/c No.. I 000390875) 33,627,959 171.377.346
T, tal 33.627,959 171.377 ,346

grants

S

o
uer

w

cial

tral Ba rk of Kenya [A/c NO. 100025069S1

ance 5.1 59.61 3 2,119,653
t deposited in the account 42,300.565 84,563,963

T withdrawn (as Statement ot- Recei ments& (29,907,657) (81,524,003)
mce 17,652521 5,159,613

l1
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CITY MODERNISATION PROJECT, CREDIT NUMBER:

Financial Statements
r ended June 30,2020

THE FINANCIAL STATEMENTS (Continued)

BALANCE BROUGHT F'ORWARI)

YEAR ADJUSTMENT

to stale cheque paidfor the 2018/2019 expenditure now reversecl.

s to.funds received in the 2018/2019 erroneously meant for KEMP-KPLC now
the year

7

OTES

I ank accor mls 111,377,346 21,949,150
utstandin( and advances 1,097 ,572 557,059

't otal 18172,4

0.8 PRIC

]ank Bal rnces (588,977) (588,977).KEMP-I .PLC Funds 144,242,290 144,242,290
otal 143,653,303 143,653,303

relat,

*Thts relc

funded dt

t.,,

12



A CITY MODERNISATION PROJECT, CREDIT NUMBER:

I

7KE
rts Financial Statements

F the fin

RESS

Secretary Projcct Coordinator

2t- o?-eo

ended June 30,2020

ON FOLLOW UP OF PRIOR YEAR AUDITOR'S
DATIONS

(s

PR
RE

get
lormance
Control.

The statement of comparison
between the budget and actual
amounts indicates that the
Project expected to receive
Kshs.62,885,000 but actual
receipts amounted to
Kshs.223,766,283 or over 255Yo
of the expected receipts.
Similarly, the budgeted
payments amounted to
Kshs.62,885,000 but an amount
of Kshs.75,797,754 was utilized
resulting to an over-expenditure
of Kshs.I2,912,754 or budget
utilization of l2lo/o.
Further, the Project is reflected
to have received
Kshs.l44,242,280 from the
National Treasury which had
not been budgeted for.
Management has indicated that
the amount was erroneously
wired to their account and
constitutes Other Pending
Payables to be refunded to the
Ministry.

The management
resolved to strictly
continue monitoring
the budget to ensure
fully implementation.

The refund to the
Ministry of Energy
funds of Kshs
144,242,290 has
since been effected

CPA
Geoffrey
Tsalwa
Imbayi

Financial
Managem
ent
Specialist

Partly
Resolved

30/12/20

(,

Principa,

)t-
Date

-70

l3

Date;
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