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I. I'ROJECT INFOITMATION AND OVEITALL I'EIIFORMANCE

1.1 Name and registered office

Name: Merille Marsabit Road Rehabilitation project

Objective:
The Merille River - Marsabit Road is to serve the strategic transpofi corridor linking Mombasa port
and Nairobi to Addis Ababa in Ethiopia. The road is part of the 'l'rans East African Corridor from
Cairo to Gaberone Botswana

Addrcss: Barabara Plaza.
Jomo Kenyatta International Airport (JKIA)
Ofl'Mazao Road (Opposite KCAA Headquarlers)
Nairobi Kenya

Contacts: Director General
Kenya National IJighways Authority
Po Box 49712-00100
Nairobi
Telephone: (254) 020 495000
E-mail : de@Kenha.cq.ke

1.2 Project Information

1.3 ect Overvicw

Project Start Date: 2gth J 013

Project End Date: 27tt Ma 2017

Project Engineer Ilng Daniel S Cherono

Pro.lect Sponsor: European Union(EU)

Line Ministry/State
Department of thc
project

The project is under the supervision of the Ministry of Transport,
Infi'aslructure, Housing, Urban Development & Public Works

Pro.ject number Kr,, I F taD I 2009 I 021 -6 5 5

Strategic goals of the
project

The strategic goals of the project are as fbllows
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Achievement of
strategic goals

The project management aims to achieve the goals through the following
lreans:

. To provide regional economic integration.
o To support the transport infiastructure sector is to attain

sustainable, saf'e roads network that facilitates economic growth
and the improvement in living standards

o It offers an alternative port to Mombasa to import and export goods
through the proposed Lamu port to Southern Sudan and Ethiopia.

Other imporlant
background
information of the
proiect

The project is funded jointly between The Government of Kenya (37 .47%)
and European Union (62.53%). The Project is about 120.6 Kms

Current situation that
the project was
forrned to intervene

The project was lbrmed to intervene in the fbllowing areas:
. Reducing Transport cost and travel time between Kenya and

Ethiopia.
o Improvement of transportation of Animal Products and Natural

resources produced to and from the project area
. Improvement of economic and living standard of people in

towns along the corridor

Project duration I'he project started on 28rl' January 2013 and was taken over on 26tt' May,
2017.

1.4 Bankers Cooperative Bank of Kenya Ltd
Upper Hill Branch, Nairobi
Account Number: 0l 141 160979900
Po Box 48400-01 00
Nairobi

1.5 Autlitors Auditor General
Office of Auditor General
Po Box 30084-0100
Nairobi

1.6 Roles and Responsibilities

The fbllowing are the peoplc working under the pro.iccl

Namcs
Titlc
dcsignation/l{eprescntin g

Key
qualilication I{csponsibilities

Eng. Francis Gitar"r Employer (MOI'I) Qualitied Employer

Eng D.A Muchilwa Director Developrnent Qualified Oversight

Eng. Daniel S Chcrono I)cputy I)ircctor Qualilied
Pro.lect Co-ordinator
& Supervisor

Eng. C.M Muriuki Materials (MOTI) Qualilied Material Specialist

David Komen National Trcasury Qualiliccl I'-inancial Special ist
ll
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1.7 Funding summary
Thc Project is for duration of Three (3) years from 20l3 to 2016 with an approved budget of Iruro
88,200,000 equivalent to Kshs 10,596,348,000 at the Exchange rate of Kshs. 120.14 as at 30tl'June,
2020 and Kshs 5,085 ,066,841 Government of Kenya Portion as highlighted in the table below:

Below is the funding summary:

1.8 Summary of Overall Project Performancc:

nst actual amounts for current and fbr cumulative to-date

Physical progress based on outputs, outcomes and impacts since project commencement,
The Project is substantially cornplete and taken over by the employer

1.9 Summary of Project Compliance:
There is no significant case of non-compliancc with applicable laws and regulations and essential
external financing agreentents /covenants was reported dr,rring the year

Sourcc of
funds

f)onor
Commitments

Amount rcceivctl to tlate
(30.06.2020)

Untlrawn balance to date
(30.06.2020)

I]URO Kshs ETJI{O Kshs EURO Kshs
(A) (A') (B) (B') (A)-(B) (A',) - (8',)

(i) Loan
Europearr

Union (EU) 88,200,000 10,596,348,000 78,039,03 5 9,375,609.654 10,160,965.09 1,220,738,346.00
(ii)
Counterpart
Funds 5,085,066,841 s,08s,066.841
Total 88,200,000 15,681,414,841 78,039,035 14,460,676,495 10,160,965.09 1,220,738,346

2019/2020

Actual Iludget o/

Counterpart Funds - Gok 231,523,703 250,485,224 92%
Loan from External
Development Partners 70,000,000
Total 231,523,703 320,,485,,224 72"

lll



MERILLE MARSABIT ROAD REHABILTITAION PROJECT
'Reports and Financial Statements For the./inancial yeor ended June 30, 2020

2. STATEMENT OF PERFOMANCE AGAINST PROJECT'S PREDETERMINED
OBJECTIVES

Introduction
The key development objectives of the project are to:

a) To support the transport infiastructure sector is to attain sustainable, safe roads network that

facilitates economic growth and the improvement in living standards

b) It offers an altemative porl to Mombasa to import and export goods through the proposed Lamu

porl to Southem Sudan and Ethiopia Reduce transit tirne and costs incumed in cross-border

movement.

Progress on attainment of Strategic development objectives

For purposes of irnplementing and cascading the above development objectives to specific sectors, all
the development objectives were made specific, measurable, achievable, realistic and tin-re-bund

(SMART) and converted into development outcomes. Attendant indicators were identified fbr
reasons of tracking progress and performance measurement: Below we provide the progress on

attaining the stated objectives:

Objective Outcome Indicator Performance
To support the transporl

infrastructure sector is to

attain sustainable, safe

roads network that

facilitates economic

growth and the

improvement in living
standards

Reducing

Transport cost

and travel time

between Kenya

and Ethiopia.

Increased movement

ofpeople and goods

between Kenya and

Ethiopia.

The road is 100%

complete in the financial
year 2016117.

To offer an alternative

port to Mombasa to

import and export goods

through the proposed

Lamu port to Southern

Sudan and Ethiopia

Reduce transit tirne and

costs incurred in cross-

border movement.

Linked road fiom
Mombasa Port

and Nairobi to

Addis Ababa in

Ethiopia.

Increased discharge of
containers fiom the

Port of Mombasa

The road is 100%

complete in the f.inancial

year 2016117.

IV
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3. CORPORATE SOCIAL IIESI'ONSII}ILTY STATEMENT/SUSTAINAI}ILITY
ITEPORTING

3.1. Sustainability strategy and profile

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

prosperity. Five out of the seventeen goals are pertinent to management of projects being undertaken

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

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

Audits to identify accident black spots, implement intervention measures and provide

road safety education to reduce accidents;

b) Gender Equality (SDG 5)' The Authority encourages mainstreaming of gender

equality in project and progran'unes by incorporating compliance to one third gender

rule in procurement and recruitment;

c) Induslry, innovalion and infraslruclure (SDG 9). The Authority develops quality,

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

infrastructure to suppoft economic development and human wellbeing with a focus on

aflbrdable and equitable access for all;

d) Sustainable cities and communities (SDG ll):The Authority endeavours to extend the

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

access to high speed and all - weather connectivity; and

e) Climate action (SDG 13l. The Authority endeavours to combat negative impacts of

road development through environmental mitigation, clirnate change measures and

compliance with National Environment Management Authority (NEMA) requirements

in all development projects

3.2. Environmental performance

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

tree planting exercises, implernentation o1' road beautiflcation programs, enfbrce reinstatement of

quarries and borrow pits afier construction works. undertakes regular Environmental Impact

Assesstnent (EIA) Audits. carries out M&ll on Environment and Social Management Plan (ESMPs)

as well as Environmental Social Impact Assessment (llsIA) on projects.

3.3. Employee welfare
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In all its staff appointments, the Authority takes deliberate actions to embrace Equal En-rployment

Opportunity policies, gender mainstreaming, addresses concerns around Persons Living with

Disabilities (PWDs) and takes afTrrmative action in line with prevailing Government Policy

guidelines. 'fhe Authority prioritizes training to develop technical capacity of staff in the fields of
Value Engineering, Project Financing, Project, Contract Management, Perfbrmance Based

Maintenance and Saf-ety.

3.4. Market place practices

The Authority strives to ensure responsible competition practices through undertaking annual

governance audits in projects, monitoring the irnplementation of policies and further promotes ethical

conduct in projects. The Authority equally sensitizes stalf on corruption and integrity.

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

order to increase budgetary allocations fbr projects thus honouring contracts by paying its liabilities

on time.

3.5. Community Engagements

During the irnplementation of the Project, the Authority is committed to remaining a responsible

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

Project's goal in terms of community engagement is to ensure that the projects fbster long-term

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

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

developntent. The project stafl- is also encouragcd to give back to society by participating in the

Authority's corporate social responsibility projects.

The Contractor has been involved in various CSR activities geared towards providing the local

residents through construction of water kiosks along the project road, irnprovenlent ol'access roads

and enhancing learning and playing environment in schools along the project road. To enhance social

safbguards in projects, the Authority undertakes Itesettlement Action Plan (RAP) studies and

irnplements its recomrnendatiorrs, carries or.rt Social hnpact Assessrnents (SIA), undertakes gender

mainstreaming and conduct stakeholders' fbrum to sensitize the public in several cross cutting issues

Some of the CSR carried out by this project were building of classroorns, providing water tanks to the

local community, repair of water tank and building o1- the market. However, there were no CSR

carried out in the current llnancial year given the projcct was completed in 2017.

vi
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4. STATEMENT OF PROJECT MANAGEMENT RESPONSIBILITIES

The Director General and the Project Implementation Team l.eader fbr Merille Marsabit Road
Rehabilitation Project are responsible lbr the preparation and prcsentation of the project,s financial
statements, which give a true and lair view of the state of affairs of the Project fbr and as at the end of
the financial year ended on June 30, 2020. 1-his responsibility inclucles: (i) maintaining adequate
financial management arrangement and ensuring that these continue to be ellbctive throughoui the
reporling period; (ii) maintaining proper accounting records, which disclose with reasonable accuracy
at any tirne the llnancial position of the Project; (iii) designing, implementing and maintaining
internal controls relevant 1o the preparation and fair presentatiop of the financial statement, and
ensuring that they are liee fiorn rnaterial misstatements, whether due to error or fiaud; (iv)
safbguarding the assets o1'the Project; (v) selecting and applying appropriate accounting policies; and
(vi) making accounting estimates that are reasonable in the circumstances.

The Director General and the Project Inrplernentation Team Leader fbr Merille Marsabit Road
Rehabilitation Project accept responsibility Ibr the Project's finapcial statements, which have been
prepared on the Cash Basis Method of lrinancial Reporling, using appropriate accounting policies in
accordance with Intemational Public Sector Accounting Standards.

The Director General and the Project Implen-rentation Team Leader fbr Merille Marsabit Road
Rehabilitation Project are of the opinion that the Project's financial statements give atrue and fairview
of the state of Project's transactions duringthe linancial yearended June 30, ZOZO,and of the project,s
financial position as at that date. The Director General and the Project Implementation Team Leader fbr
Merille Marsabit Road Itehabilitatiorr Project further conflnn the completeness of the accounting
records maintained for the Project, which have been relied upon in the preparation of the project
flnancial statements as well as the adequacy of the systems of internal financial control.

The Director General and thc Project Implernentation Team l.eader lbr Merille Marsabit Road
Rehabilitation Project confim that the Project has complied lirlly with applicable Government
Regulations and the terms o1'external linancing covenants, and that Project Iunds received during the
financial year under audit were used fbr the eligible pllrposes for which they were intended and were
properly accounted fbr.

Approval of the Project financial statemcnts

'fhe Project linancial statements were approvccl by the Director General, KeNHA and the project
Imolementation, 

26 AU6 ?il?0 2020 and signed by them
litation Project onTeam Leader for Merille Marsabit Road

Iing. Petcr M. Munclinia
I)irector (]eneral

-d-r;113
Eng. David A. Muchilwa
Dircctor -Development

Chanjc Kera
ty I)irector (F&A)

L{lt,tlln
CP
t)

vll

ICPAK Member No.8279
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REPORT OF THE AUDITOR.GENERAL ON REGIONAL ROADS COMPONENT
(MERTLLE-MARSABTT ROAD) (KE/001/09) PROJECT LOAN AGREEMENT
NO.KE/FEOIaOO9IO21.655 FOR THE YEAR ENDED 30 JUNE, 2O2O _ KENYA
NATIONAL HIGHWAYS AUTHORITY

REPORT ON THE FINANCIAL STATEMENTS

Opinion

I have audited the accompanying financial statements of Regional Roads Component
(Merille-Marsabit Road) (KE/001/09) Project set out on pages 1 to 13, which comprise
the statement of financial assets and liabilities as at 30 June,2020, and the statement
of receipts and payments, statement of cash flows and the statement of comparative
budget and actual amounts for the year then ended, and a summary of significant
accounting policies and other explanatory information in accordance with provisions
of Article 229 of the Constitution of Kenya and Section 35 of the Public Audit Act,
2015. I have obtained all the information and explanations which, to the best of my
knowledge and belief, were necessary for the purpose of the audit.

ln my opinion, the financial statements present fairly, in all material respects, the
financial position of Regional Roads Component (Merille-Marsabit Road) Project as
at 30 June , 2020, and of its financial performance and its cash flows for the year then
ended, in accordance with lnternational Public Sector Accounting Standards (Cash
Basis) and comply with the Financing Agreement No. KE/FED120091021-655 between
the European Commission and the Republic of Kenya dated 20 April, 2010 and the
Public Finance Management Act, 2012.

Basis for Opinion

The audit was conducted in accordance with lnternational Standards of Supreme
Audit lnstitutions (lSSAls). I am independent of the Regional Roads Component
(Merille-Marsabit Road) 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. I believe that the audit evidence I have obtained is
sufficient and appropriate to provide a basis for my opinion.

Key Audit Matters

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

tleport of the .-luditor-Generul on Regionol lload.s Contponcnt (,1[crille-llursabit lload) (KL.00l 09) Projec't

I.octrt .lgraentant .\'o.K[. t-[.D 200q 021-655.for the yeot'entlecl 30.hrne, 2020 Kenyt .\'ctliorutl llighways
.-l ul hor itv



Other Matter

1. Pending Bills

Note 1'1.1 to the financial statements reflects pending bills of Kshs.141,566,761 as at
30 June, 2020. Although Management has committed to liaise with the line Ministry
and The National Treasury for adequate budgetary allocation and timely Exchequer
releases for prompt payments in the subsequent financial year, the Project is at risk
of incurring significant additional interest costs and penalties with the continued delay
in making payments.

2. Budget Control and Performance

The statement of comparative budget and actual amounts reflects total receipts of
Kshs.231 ,523,703 against estimated receipts of Kshs.320,485,224 resulting into a
shortfall of Kshs.88,961,521 or 28o/o. Similarly, there was an under-expenditure of an
equal amount. Reasons for the receipts shortfall and the under expenditure were not
provided.

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, I confirm that, nothing has come to my attention to cause me to believe
that public resources have not been applied laMully 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.

Basis for Conclusion

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The
standards require that I plan and perform the audit to obtain assurance about whether
effective processes and systems of internal control, risk management and overall

lleport of'the ..ltrditot'-()cnerul on Regionol llouds ('ompottent (.llerille-.llot'.subit lkrud) (K[.00 I 09) I'rofect
l.oon .lgraenteril .\'o Kl'. t'l'.1) 2009 021-655.for the )'cur erulad J0 ./une, 2020 Kenl'ct ,\'atiotrul llight'ays
.l uthot'itt'
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governance were operating effectively, in all material respects. I believe that the audit
evidence I have obtained is sufficient and appropriate to provide a basis for my
conclusion.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

As required by European Commission (EU), I report based on my audit, that: -

I have obtained all the information and explanations which, to the best of my
knowledge and belief, were necessary for the purpose of the audit;

ln my opinion, adequate accounting records have been kept by the Project, so
far as appears from the examination of those records; and

The Project's financial statements are in agreement with the accounting records
and returns.

Responsibilities of Management and those Charged with Governance

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with lnternational Public Sector Accounting Standards
(Cash Basis) and for maintaining effective internal control as [Vlanagement 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, Management is responsible for assessing the
Project's ability to sustain services, disclosing, as applicable, matters related to
sustainability of services and using the applicable basis of accounting unless
Management is aware of the intentron to terminate the Project or to cease operations.

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

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

Those charged with governance are responsible for overseeing the financial reporting
process, reviewing the effectiveness of how the Project 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 overall
governance and risk management, and ensuring the adequacy and effectiveness of
the control environment.

Aud itor-General's Responsi bi ! ities for the Au dit

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

Report oJ the .luditor-General on llegional Roatls Component (,1[erille-llat'sqhit Roacl) (Kf]001t09) Project
l.oan .-lgreenrent No.KEtF[iD 2009 02 l-655.for the year encletl 30 .tune. 2020 Kenyo National tlighu,ays
,.luthority
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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
lSSA|s will always detect a material misstatement and weakness when it exists.
lVlisstatements 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 review 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 PublicAudit
Act, 2015 and submit the audit report in compliance with A(icle 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 lSSA|s.
A material weakness is a condition in which the design or operation of one or more of
the internal control components does not reduce to a relatively low level the risk that
misstatements caused by error or fraud in amounts that would be material in relation
to the financial statements being audited may occur and not be detected within a timely
period by employees in the normal course of performing their assigned functions.

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

As part of an audit conducted in accordance with 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.

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

. Conclude on the appropriateness of the Management's use of the applicable basis
of accounting and, based on the audit evidence obtained, whether a material

llepott ol.the ..ltrditot'-(icncrul on llagionol Routls ('omponent (tllerille-,llut'sabit l?oud) (KI'.00 I 09) l'rojcct
l.oun ..lgreentent l'o Kl. t'ltt) 2009 021-655 for the 1'eur endatl 30 ./une. 2020 Kerrv'u .\'utionul [{ightroys
.I ulhot'itt'
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uncertatnty 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
related disclosures in the financial statements or, if such disclosures are
inadequate, to modify my opinion. My conclusions are based on the audit evidence
obtained up to the date of my audit report. However, future events or conditions
may cause the Project to cease to continue to sustain its services.

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

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

Perform such other procedures as 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 control that are identified during the audit.

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

s-

N ancy th
AUDITOR.GENERAL

Nairobi

23 December,2O20

Report of the Auditor-General on Regional Roads Component (Merille-ltlarsabit Road) (KE,/00 l/09) Proiect

Loan.-lgreentent No.KE./FED/2009'02 l-655.for the year ended 30 June,2020 Kenya Nalional Hightrays

.luthoriry'
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MERILLE MARSABIT ROAD REHABILTITAION PROJECT
Reporls orttl F-inoncial Statentents For theJinanciol yeor ended June 30, 2020
6. STATEMIINT OF ITECEIPTS AND PAYMI'NTS FOR THE PERIOD ENDED 3OTH

.IUNE 2O2O

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

Eng. I'cter M. Mundinia
Director Gencral

.=mx.rJ{I3
Eng. I)avid A. Muchilwa
l)irector -Developmcnt

Chan.ic Kera
Deputy Dircctor (F&A)
ICI'}AK Mcmber No. 8279

[ftttt{'\^

Note 2019t20 2018fig Cumulative to
date

Ileceipts
and
payments
controlled
by the
entity

Paymcnts
maclc by
third
parties

Ileceipts
and
payments
controlled
by the
cntity

Payments
made by
third
parties

Kshs. Kshs Kshs. Kshs. Kshs.

RECEIPTS

Transfer from
Government entities 10.2 231,523,703 I I 1,909.906 5,095,066,941

r0.3 172,932,067 9,375,609,654
TOTAL RECI,IPTS 231,523,703 284,940,973 11,460,,676,495
PAYMENTS

Purchase of Goods &
Services r 0.4 92.400 138.700 10,140.536
Acquisition of non-
financial assets 10.5 231,431.303 284,702.273 14,450,535,959
TOTAL
PAYMENTS 231,523,703 284,940,,973 14,460,676,495
SURPLUS/DEFICIT

Grant fiom external
Development Partners



MERILLE MARSABIT ROAD REHABILTITAION PROJECT
Reports ond Financiul Statements For the finonciol -ye0r ended June 30, 2020

7. STATEMBNT OF FINANCIAL ASSE'I'S AND LIAI]ILITIES AS AT 3OTH JUNE 2O2O

The accounting policies and explanatory notes to these flnancial
iloll]bl}/f"**' part of

2020
the financial statements. The financial statements were approved oll
and signed

Tltr[\^
Eng. Peter M. Mundinia
Director General

Eng. I)avid A. Muchilwa
Dircctor -Development

c Kcra
Dcputy l)irector (F&A)
ICPAK Member No. 8279

2019t20

Kshs.

2018n9

Kshs.

FINANCIAL ASSIiTS

TOTAL FINANCIAI, ASSIITS

IIEPITESENTED BY:-

NET FINANCIAL POSITION

Notes

2

*u,.};&



MERILLE MARSABIT ROAD REHABILTITAION PROJECT
Reports and Finonciol Stotentents F-or tltefinoncicrlyear ended June 30, 2020

8. STATEMENT OF CASHFLOW FOR THE PERIOD 3OTH JUNE 2O2O

The accounting policies and explanatory notes to these linancial statements form an integral part ofthe financial statements fhe entity flnancial staternents were approved on
2 6 AU0 2070 2020 and signed by:

illrytl,\^
Eng. Pcter M. Mundinia
Director (leneral

d!d,JL-i
Eng. David A. Muchilwa
I)irect<lr -Dcvelopment

CP Chanjc Kera
l)cputy l)irector (F&A)
ICPAK Membcr No. 8279

-)

Notes
2019/20

Kshs.
2018fi9
Kshs.

231,523,703

231,523,703

(92,400)

I I 1,909,906

172,932,p67

(138,700)

38 700

231 I 03 2 73

1,431 303 294,702 273

I I 03

Transfers fiom Government entities

Net Receipts for operating income

Purchase of Goods and Services

Net Payments for operating expenses

Nct cash flow from operating activitics
CASHFLOW FROM INVESTING ACTIVITIIiS

Acquisition of non- financial assets

Nct cash flows from Investing Activities
CASHFLOW FROM BORROWING ACTIVITIES
Proceeds from lroreign Borrowings
Net cash flow fiorn financing activities

NET INCREASE IN CASH AND CASH
EQUIVALENT
Cash and cash equivalent at Bcginning of thc year
Cash and cash equivalent at End of the year

RECEIPTS

10.2

10.4

r 0.5
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MERILLE MARSABIT ROAD REHABILTITAIOIV PROJECT
ft ond Financiol Statentents For the ancial yeor ended June 30, 2020
9, STATEMENT OF COMPARATIVE BUDGET AND ACTUAL AMOUNTS

Note: The s ignificant budget utilisation/

lltttttt^

perfbrmance differences in the last column are explained in Annex I these f-rnancial statements.

Eng. Peter M. Mundinia
Director General

? 6 AUtj 70?0

Date

Eng. David A. Muchiln'a
Director -Development

2 6 AUo ?t?0

Date

A Chanje Kera
Deputy Director (F&A)
ICPAK Member No.8279

26 AU 0 2020

Date

4

Receipts/Payments Item Original
Budget

Adjustments Final Budget Actual on
Comparable
Basis

Variance oh Yar

a b c=a*b d e=c-d f=dlc o/u
ts

Transfers fiom Government
entities 30,720,000 219,765,224 250,495,224 231.523.703 I 8.961 )2 1 92%Proceeds from foreign
borrowings 250,000.000 ( 190,000,000) 70.000.000 70,000.000
Total Recei 280,720,000 39,765,224 320,495,224 237,,523,703 88,961,521 11.) /tL /oments
Purchase ofgoods and
services

280,720.000 39,765.224 320.485.224
92,400

88,961 ,521 72%
Acquisition of non-financial
aSSetS

231,431,303
Total Payments 280,720,000 39,765,,221 320,495,224 231,523,703 88,961,521 7z',h

4dtu;"1



MERILLE MARSABIT ROAD REHABILTITAION PROJECT
Reports and Finuncial Stotements For thefino,ncial year ended June 3

)

0, 2020

IO. NOTES TO THE FINANCIAL STATEMENTS

'fhe principal accounting policies adopted in the preparation of these financial statements are setout below:

10.1. Basis of preparation

10.1.1. Statement of compriance and basis of prcparation

The flnancial statements have been prepared in accordance with Cash-basis IPSASflnancial reporting under the cash basis of Accor-rnting, as prescribed by the ITSASB and setout in the accounting policy note below. This iash basis of accounting has been
supplemented with accounting fbr; a) receivables that include irnprests and salary advances
and b) payables that include deposits and retentions.
The financial statements comply with and conform to the fbrm of presentation prescribed
by the PSASB.
The accounting policies adopted have been consistently applied to all the years presented.

10.1.2. Reporting entity

The financial staternents are lor the Merille Marsabit Road Rehabiltitaion project underNational Government of Kenya. The financial statements encompass the reporting entity asspecified in the relevant legislation pFM Act 2012.

10.1.3. Reporting currency

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

10.1.4. Significant Accounting policies

a)Recognition of receipts

The Project recognises all receipts from the various sources when the event occurs and therelated cash has actually been received by the Governnlent.

oTransfers from the Exchequcr
l'ransfer fiom Exchequer is be recognized in the books ol accounts when cash is received.
Cash is considered.as received when payrlcnt instruction is issued to the bank and notified
to the receiving entity.

o External Assistance
External assistance is received thror-rgh grants and loans fiom multilateral and bilateral
developmcnt partners

5



MERILLE MARSA BI7- ROAD REHABI LTITAION PROJECT
Reports onrl Finonciol Statements F-or the finuncictl, -1,ear ended Juna 30, 2020
SIGNTFICANT ACCOUNTING POLICIES (Continued))

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 entityor by the beneficiary. In case of grant/donation in kind, such grants are recorded uponreceipt of the grant item and upon determination of the value. The date of the transactionis the value date indicated on the payment advice.

Proceeds from borrowing
Borrowing includes Treasury bill, treasury bonds, corporate bonds, sovereign bonds andexternal loans acquired by the Project or any other dett the project may tafe o, will betreated on cash basis and recognized as a receipt during the year they were received.

Undrawn external assistance

These are loans and grants at reporting date as specified in a binding agreement and relateto funding for the Project currently under development where conditions have beensatisfied or their ongoing satisfaction is highly litety and the project is anticipated tocontinue to completion. An analysis of the Project's ,rd.u*n external assistance is shownin the funding suntmary

o Other receipts
These include Appropriation-in-Aid and relates to receipts such as proceeds fromdisposal ol assets ancl sale of tender documents. These are recognised in the flnancialstatements the time associated cash is received.

b) Ilecognition of payments

The Project recognises all payments when the event occurs and the related cash hasactually been paid out by the project.

o Compensation of employees
Salaries and wages' Allowances, Statutory Contribr-rtion ibr ernployees are recognized inthe period when the compensation is paid.

o Use of goods and services
Goods and services are recognized as payments in thc period when the goods/services
are consumed and paid Ibr. If not paid fbr during the period where goojr/r..rices areconsunred, they shall be disclosed as pending bills.

o Interest on borrowing
Borrowing costs that include interest are rccognized as payment in the period in whichthey incurred and paid fbr.

6



MERILLE MARSABIT ROAD REHABIL TITAION PROJECT
Reports srrcl Finoncial Statements For thefin, oncial year endetl June 30, 2020

)
SIGNIFICAN't ACCOUNTING POLI CIES (Continuccl)

o Repaymcnt of borrowing (principal amount)

The repayment of principal amount o1'borrowing is recognized as payme,t in the periodin which the repayrnent is made. The stock of debt is Jiscrosed as an annexure to theconsolidated fi nancial statements.
o Acquisition of fixed assets

The payment on acquisition of properly plant and equipment iter.ns is not capitalized.The cost of acquisition and pioceects iiorn disporut or these items are treated aspayments and receipts items respectively. where an asset is acquired in a non-exchangetransaction fbr nil or nominal consideration and the fair value of the asset can be reliablyestablished, a contra transaction is recorded as receipt und u, a payment.

A fixed asset register is rnaintained by each public entity and a summary provided fbrpurposes of consolidation. This surnmary is diiclosed u. un unn.*ure to the consolidatedflnancial statements.

c) In-kind donations

In-kind contributions are donations thal are made to the project in the fbrm of actualgoods and/or services rather than in money or cash tenns. These donations rnay includevehicles' equipment or personnel services. where the financial value received fbr in-kind contributions can be reliably determined, the project includes such value in thestatement of receipts and payrnents both as receipts and as paynents in equal andopposite amounts; otherwise, the contribution is not recorded.

d) Cash and cash equivalents

cash and cash equivalents cotnprise cash on hand and cash at bank, short-term depositson call and highly liquid investments with a, original maturity of three months or less,which are readily convertible to known amounls of cash and are subject to insignificantrisk of changes in value. Bank account balances include amounts held at the CentralBank of Kenya and at various comrnercial banks at the end o1'the financial year. For thepurposes of these financial statements. cash and cash equivalents also inclurde shortterm cash imprests and advances to authorised public ollicers and/or institr-rtions whichwere not surrendered or accounted ror at the e,d of trre financiar year.

Restriction on cash
Restricted cash represents antouuts that are limited/restricted fiom being used to settle aliability for a1 least twelve months alter the reporting period. This cash is lirnited fbrdirect use as required by stipr-rlation. Amounts mainta-ined in deposit bank accounts arerestricted lor use in refunding third part deposits

7



MER ILLE MARSABIT ROAD REHABILTITAION PROJE
R

CT
) eports and Financiol Statements For theJinuncial ended June 30, 2020yeor

SIGNIFICANT ACCOUNTIN(; I'OLICIES (Continued)

e) Accounts receivable
For the purposes of these flnancial statemerlts, imprests and advances to authorised publicofficers and/or institutions which were not surrendered or accounted for at the end of the financialyear is treated as receivables. This is in recognition of the governme,t practice where the imprestpayments are recognized as paynents when fully accounted lbr by the imprest or AIE holders.This is an enhancement to the cash accounting policy. other u""ornt, receivables are disclosed inthe financial statements.

f) Pending bilts

Pending bills consist of unpaid liabilities at the end of the financial year arising from co,tractedgoods or services during the year or in past years. As pending bills do not involve the payment ofcash in the reporting period, they recorded as 'memorandum-, or ,off--balance, 
items to provide asense of the overall net cash position of the Project at the end of the year. when the pending billsare finally settled, such payments are included in the statement of receipts and payrnents in theyear in which the payrnents are made.

g) Budget

The budget is developed on a comparable accounting basis (cash basis), the sanle accountsclassification basis (except fbr accounts receivable - ouistanding imprest and clearance accountsand accounts payable - deposits, which are accounted fbr on an accrual basis), and fbr the sameperiod as the financial statemenls. 1-he Project's budget was approved as required by Law a,dNational Treasury Regulations, as well as by the part[ipating development partners, as detailedin the Government of Kenya Budget Printed Estin-rates fbr the y"u.. i'h" Development projects
are budgeted for under the MDAs but receive budgeled funds as transl'ers and account fbr the,rseparately' These transfbrs are recognised as int-er-entity transfers and are eliminated r.rponconsolidation.

A high-level assessment of the Project's actual perfb,nance against the comparable budget fbrthe fi.ancial yearlperiod under review has been included in un annex to these financialstatements.

h) Third party payments

Included in the receipts and payments, are paynrents made on its behalf by to third parties infbnn of loans and grants' 'fhese paynrents do not constitute cash receipts and payments and aredisclosed in the payment to third parties column in the statement of receipts and payments.During the year No grant disbursernents were received in fbrrn of direct payrnents fiorn thirdparties.

ti



M4RTLL E MARSABIT ROAD REHABILTITAION PROJECT
) Reports ottd Financial Ststements For the ottciol.year entletl June 30, 2020.fin

SIGNIFICANT ACCOUNTING I'}oLICIES (continuecr)

i) Exchange rate differences

The accounting records are maintained in the functionar cumency of the primary economicenvironment in which the Project operates, Kenya Shillings. T'ransactions in foreign currenciesduring the yearlperiod are converted into the functionai- .ur..n.f using the excha,ge ratesprevailing at the dates o1'the transactions. Any foreign exchange gui,-,r-and losses resulting fromthe settlement of such transactions and liom the translatioir a"t year-end exchange rates ofmonetary assets and liabilities denominated in fbreign currencies are recognised in the statementsof receipts and payments.

j) Comparative figures

Where necessary comparative figures for the previous financial yearlperiod have been amendedor reconfigured to confbrm to the required changes in financial statement presentation.

k) Subsequent events

There have been no events subsequent to the financial yearlperiod end with a significant impacton the flnanciar statements fbr the year ended June 30, 2020

l) Errors

Material prior period errors shall be corrected retrospectively in the first set of financialstatements authorized lbr issue afte.r their discovery by: i. Restating the comparative amounts forprior period(s) presented in which the eror o..u.r.d; or ii. If the 
".L. o..,-,rred before the earliestprior period presented, restating the opening balances of assets, riabilities and net assets/equity fbrthe earliest prior period presented.

10.2. RECEIPTS FROM GOVERNMENT OF KENYA

l-hese represent counterpart funding and other receipts fiom governrnent as fbllows:

2019/20 2018n9

Kshs Kshs

Cumulative
to-datc

Counterpart funds erlafter I 317.794 14.700 1,962,556,227
Counterpart lirnds Quarter 2 124.000 1,009,739.612
Counterpart ftrnds euarter 3 17,292)76 95,269,036 1.147.990,890
Counterparl lirnds euarter 4 213,923,733 r6.501.170 1,065,790,112
TOTAL 231,523,703 909,906ill 5,095,066,941

9



MERILLE MARSABIT ROAD REHABILTITA ION PROJECT
I Reports and Finoncicrl Slotements For the 'iol yeor ended June 3financ 0, 2020

I0.3. PROCEEI)S FROM FORIIIGN GRANTS

10.4. PURCHASE OF GOODS AND SERVICES

Name of
Donor

Date
Received

Loans Received
as Dircct
payments

Total amounts in Kshs.

FY 20t9t20 FY 2018/19
Kshs Kshs Kshs

European
Union (EU) 2019t20

172,932 067Total
172,932,0(r7

FY 2019/20 FY 2018/19
Reccipts

and
payments
controlled

by thc

Payments
made by

third
parties

'l'otal
l)al,nrcnts

Total
I)ayments

Cumulative
to dateDescription

Kshs Kshs Kshs Kshs Kshs
Domestic
travel and
subsistence 400 138 700 73,136
Advertising
and services 1,467,400

Total 92,400 92,100 139,700 10,140,536

l0

92.400



MERILLE MARSABIT ROAD REHABIL TITAION PROJECT
Reports ottd Financiol Stotements For the finonciolI .ye0r ended June 30, 2020

10.5. ACQUISTTION OF NON_FTNANCIAL ASSETS

FY 2019/20 FY 2018n9
Rcccipts

and
payments
controlled

by the

Payments
made by

third parties

Total
Payments

Total
Payments

CumulativeDescription

Kshs Kshs Kshs Kshs KshsRehabilitation
& renovation
of plant,
equipn-rent &
nraclr

2 ,489 s00Research,
studies, project
preparation,
design &

ot1
27 l37,g2g s46 JJ/ 397Construction

ofroads 231,431 303 231 31,303 2s7 4,446 l3 s,731 367Acquisition of
land

75 977 696Total 231 1,303 231 I 284 7112t 3 t4 959

10.6. CHANGES IN ACCOUNTS PAYABLE _RETENTIONS

As at 30rr' June 2020, there were no Retentions being held under the project. (30rr, .lune, 2019- NIL)

ll



MT:RILLE MARSABIT ROAD REHABIL TITAION PROJECT'Riports orttl F-inanciol Stqtements For theI finoncial1'ear endecl June 30, 2020

I I. OTHEIT IMPORTANT DISCLOSURIIS

1I.I. PENDING BILLS 2A

Note- fhe adjustment is fbr a reversar of i,terest overbired.

ll'2' .,NTINGENT ASSET: nETENTI.N GUARANTEE

The contractor has provided retention guarantee of Euro . 12,790,461 Equivalent toKshs'1'536'645'984 at Exchange rate of Kshs. 120.1400 as at 30rr, June, 2020.The RetentionGuarantee represents a contingent asset.

Construction o1' Roads

tion

Balance b/f Fy
20t9/2020

403,057,264

Kshs

Adjustmcnts
for thc period

Kshs

Paid during the
ycar

Kshs Kshs

Ilalance c/f
FY

2019t2020

141,566,761

147,,566,761
Total 403,057,264 (30,059,200)

(30 ,059.200) 231.431 .303

231,431,303

t2
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I2. PROGRESS ON FOLLOW UP OF AUDITOR RECOMMENDATIONS
The following is the summarv ofissrrer .uised by the extemal auditor, and management comments that were provided to the auditor. we[:[J:fi:I".:ly persons to resorve the '-irrr i."r".'". ,r.,r'iJr"r- #,il,r," 

"rro"iated 
time frame withrn *iiJ *" 

"*p""t 
*,"

llliltr
Eng. Peter M. Munrlinia

Eng. David A. Muchihva
Director -Development

Director General

? 6 AU6 ?0?0

>

Reference
No. on the
external

audit Report

Issue / Observations from Auditor Management comments

Focal Point
person to

resolve the
issue

(Name and
designation

Status:
(Resolved /

Not
Resolved)

Timeframe

(Put o date
when you
expect the
issue to be

I

reflects pending bills amounting to
Kshs.403,057,264 as at 30rh June.
2019. Although Management fras
committed to liaise with the line
Ministry and National Treasury for
adequate budgetary allocation and
timely exchequer releases for prompt
payments in the subsequent financial
year, the project is at risk of incuning
additional significant interest costi
and penalties with the continued

in maki

Note 9.1 to the financial statements

Ministry and National Treasury in an
ef-fort to secure adequate budgeta.y
provisions to settle the GoK portLn of
certificates. This is evidenced by
reduction of pending bills from kshs
403M in FY 201Bl2Ot9 to kshs t41M in
FY 2019t2020.
Tl: Authority will continue liaising
with line Ministry and National
Treasury, to make sure that timely
payments are made for all the certified
works.

The Authority is liaising with rhe pareni

Eng. Daniel
Cherono Continuous Continuous

Date

13
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MERILLE MARSABIT ROAD REHABILTITAION PROJECT

and Financial Stotements For the yeor ended June 30, 2020

ANNEX I - VARIANCE EXPLANATIONS - COMPARATIVE BUDGET AND ACTUAL AMOUNTS

Final Budget Actual on
Comparable
Basis

Budget
Utilisation
Variance

Bud

o/o of
Utilisation
Variance
to Final

mments on VarianceCo

a b c=a-b d=b/a n/n
IRECE PTS DURI GN THE YEAR/PERIoD

Government of
Ken 25 48s.224 231.523,703 l g,96l 92%External financing 70,000.000 70.000,000

Total rece 32 231 703 8 I I 1ao/tL,/oPA YM ENT DS RIU NG THE YEAR/PERI Do
Purchase ofgoods
and services 95.000 92.400 600 97%Acquisition of non-
financial assets 32 90 224 231 3 1,303 88 59,921 72%Total Payments 320,495,221 231,523,703 gg,g6l,52l 720h

14

I



MERILLE MARSABIT ROAD REHABILTITAION PROJECTReports otrcl Finoncial Statements For the Jinancial

')

in
)

.
ANNEX 2,4. - ANALYSIS OF PEND ING BILLS

year ended June 30, 2020

Supplier of Goocls or
Services Original Amount Date

Contracted
Amount Paid

To-Date

Outstanding
Balance

2020

Outstanding
Balance

2019

Comments

a b C d:a-c
Construction of roads

Gulsan Insaat 143,599,070 31t05t2017 84,198.999 59,390,071 59,390,071 45Gulsan Insaat 186.703.684 21n1t2017 133,272,300 53,431,394 89.705.480 46Gulsan Insaat 479.790,643 07 t08t2017 452,721.653 27,069,990 221,909.403 47Supply' of Services

HP Gauff 1,676,316 02/12t201s 1,676,316 1,67 6,316 5A
Grand Total

15

812,136,707 700,569,916 111,,566,761 103,057,264



MERILLE MARSABIT ROAD REHABIL TITAION PROJECT
Reports snd Financiol Statements For thefinancial

.(,

2year ended June 30, 2020

ANNEX 3 _ SUMMARY OF FIXED ASSET REGISTER

Purchases/Additions
in the Year

Disposals in the
Year

Cost
Closing Cost(KShs) (KShs) (KShs) (KShs)

Asset class

20t9/20 2019/20 2019t20 2019/20
(a) (b) (c) (d)= (a)+ (b)-(c)Construction of Roads 14,143,126,961 231,431.303 14,374,559,264

Land 75.977,696
7s.977.696

Total 14,219,104,656 231,431,303 14,450,535,959
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