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1. PROJECT INFORMATION AND OVERALL PERFORMANCE

1.1 Name and registered office

Project Name _ . o .
Kibwezi — Mutomo — Kitui Road Project
The loan will contribute to improve the accessibility, affordability and
Project Objectives reliability of the transport infrastructure system to promote economic
growth and socio-economic development in Kenya.
Project Registered The project headquarters offices are at Barabara Plaza, Jomo Kenyatta
Office and Physical International Airport, Nairobi, Off Mazao Road (Opposite KCAA
Location: Headquarters)
Project Address P.O. Box49712-00100
Nairobi
Contacts: Telephone: 020-8013842; Email dg@kenha.co.ke; Website
www.kenha.co.ke

1.2 Project Information

Project Start Date: 28" November 2016
Project End Date: 14th May 2022
Project Manager: Eng. Charles Obuon — Director, Development

Eng. S. Ogege — Project Engineer.

Project Sponsor:

The Export — Import Bank of China

1.3 Project Overview

Line
Department of the project

Ministry/State

The project is under the supervision of the Ministry Of Transport,
Infrastructure, Housing, Urban Development & Public Works.

Project number

N/A

Strategic goals of the
Project

i)Improvement of socio-economic status of Makueni and Kitui
counties and the whole country as a whole.

(ii)The project road will link Kitui and other counties and help
boost tourism, mineral exploitation and transportation of
agricultural produce, and link the region to the Mombasa Port.

(iii)Reduction of travel time and vehicle and vehicle maintenance
and operation costs.

(iv) The project as part of the Mombasa — Isiolo-Addis Ababa Road
Transportation Corridor will strengthen and boost regional trade

v
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between Kenya, Ethiopia and South Sudan.

(v) Strengthen the Connection between Kenya’s three main regional
transport corridors: Northern Corridor (A8), the Kenya — Ethiopia
Corridor (A2) and Thika — Garissa - Liboi (A3)

Other
background
of the project

important
information

PROJECT COMPONENTS AND COSTS - LOAN

USD
Base | Foreign Exchange Total Cost
Rate Cost
% USD (USD)

A. Civil Works
Kibwezi — 85% 194,740,598.46 | 194,740,598.46
Mutomo - Kitui
TOTAL 194,740,598.46 | 194,740,598.46

Contract No. KeNHA/1469/2016 — Sinohydro Corporation Ltd at
the Contract sum of Kshs 18,404,888,139.00

The project is financed by Republic of China through The Export —
Import Bank of China at 85% on Civil Works Construction
inclusive of works consultancy supervision while 15% is financed
by the Government of Kenya.

PROJECT BACKGROUND: -

In January 2011, the Government of Kenya (GoK) and Messrs
Sinohydro Corporation of China entered into a commercial contract
for upgrading of the Kibwezi — Mutomo-Kitui road as a
precondition for receiving financing from the Export — Import Bank
of China.

In September 2016, the Government and Contractor, Sinohydro
Corporation agreed on a 42-Month Contract to execute a revised
scope of works as follows:
a) Engineering, procurement and Construction of Kibwezi —
Kitui (145Kms) Road;
b) Engineering, Procurement and Construction of Kabati —
Migwani direction (16.7 Kms);
c) Related Township Road
Kibwezi Township Roads (3Kms), Ikutha Township Roads
(3Kms), Mutomo Township Roads and Kitui Township
Roads (8Kms)
d) Kibwezi and Kitui Interchanges
e) Rehabilitation of the Kitui —Kabati Road (12Kms)
f) Kibwezi and Kitui Road Social Ammenities
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1.4 Bankers

Co-Operative Bank of Kenya Ltd
Upper Hill Branch, Nairobi
Account Number: '01141160979900
1.5 Auditors

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

Nairobi
1.6 Roles and Responsibilities
Name Designation
Eng. C. Obuon PIU Team Leader/Manager
Eng. S. Ogege PIU Team Leader/Manager
Mr. R. Kilel AD, supply Chain Services-Administration Staff (Procurement)
Mr. Chanje Kera DD, Finance & Accounts - Administration Staff (Finance)
Ms. N. Odingo CS/DD, Legal Services—Administration Staff (Legal)
Ms. M. Mwangi AD, Human Resources Administration Staff (Human Resource)
Mr. W. Nyatwanga D. Director, (Environmental & Social)
Ms R. Oloo AD, Environment/RAP Team (Sociologist)

1.7 Funding summary
The project is for duration of three and half years with an approved budget of USD
194,740,598.46 equivalent to Kshs. 15,644,154,918 as highlighted in the table below:

A. Source of Funds

Source of | Donor ] Undrawn

fiiiidi Commitments Amount received to date R
USD Kshs USD Kshs USD Kshs

A)—

(A) (&) ®) @) | @® | 3

(i) Loan

g:;‘l‘fE"im 194,740,598 | 15,644,154,921 | 194,740,598 | 15,644,154,921 ) .

(ii)

Counterpart -| 3,435,361,592 -1 3,435361,592 ’ .

Funds |

Total 194,740,598 | 19,079,516,513 | 194,740,598 | 19,079,516,513 - -

Note: - Contract Exchange rate — Kshs. 80.3333. Counterpart component costs includes t_hc cost
of land acquisition, relocation of services and project operating costs hence exceeding the

amount of USD 34,365,987.96 (Kshs 2,760,733,220.85 equivalent) stated in the loan agreement

vi
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B. Application of Funds

Application | Amount received to 30th | Cumulative Amount paid to | Unutilised balance
of Funds June 2022 30th June 2022 to date
USD Kshs USD Kshs USD Kshs
(A) (A’) (B) (B*) | (A)-B) [ (A)-(B")
(i) Loan
g;ﬁa Exim |1 04 740,508 | 15,644,154,921 | 194,740,598 | 15,644,154,921 3 -
(ii)
Counterpart | 3,435,361,592 -| 3,435,361,592 , s
Funds
Total 194,740,598 | 19,079,516,513 | 194,740,598 | 19,079,516,513 - -
1.8 Summary of Overall Project Performance:
(a) Budget performance against actual amounts for current year: -
FY 2021/2022
Actual Budget %
Counterpart Funds - Gok 43,718,465 90,000,000 49%
Loan from External Development Partners 46,932,465 400,000,000 12%
Total 90,650,930 490,000,000 19%

(b) Physical progress based on outputs, outcome and impacts since project commencement.
The project physical progress is 99.5%

Comment on value-for-money achievements.
» The authority (KeNHA) has put in place adequate checks & balances on appointment of the works
consultant supervision who oversees the project implementation on daily basis on consultation and

subsequent approvals from the employer and the bank.

> In addition to works supervision, the consultant undertakes design review before commencement of

roads construction works to reduce uncertainties.

» Regular auditing of the project by Internal Auditors, External Auditors and Quality Assurance
Departments.

> Monthly site meetings that involve the employer, the consultant and the contractor.

1.9 Summary of Project compliance: -

Significant cases of non-compliance with applicable laws and regulations, and essential external financing

agreements/covenants involve delayed payments that attract interest.

vil
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2. STATEMENT OF PERFORMANCE AGAINST PROJECT’S PREDETERMINED OBJECTIVES

Below is a summary of the Project’s performance against the predetermined objectives:

Objective Qutecome Indicator Performance

Improve the | (i) Improvement of | Socio Economic | Completion of 76% of the
accessibility, socio-economic status | Status Road  Project has
affordability and | of Makueni and Kitui contributed towards
reliability = of  the | counties and the improving socio-economic
transport infrastructure | whole country as a status through job creation,
system to promote | whole. trade  facilitation  and

economic growth and
socio-economic
development in Kenya.

promotion of tourism

ii) The project road
will link Kitui and
other counties and
help boost tourism,
mineral  exploitation
and transportation of
agricultural produce,
and link the region to

Level of
Economic

Activity

ompletion of 76% of the
Road  Project has
contributed towards
improving the level of
economic activity through
job creation, trade
facilitation and promotion
of tourism

the Mombasa Port.

(iii) Reduction of | Reduced Travel | 155 Kms of the project is
travel time and vehicle | Time completed, hence
and vehicle significantly reducing the
maintenance and travel time

operation costs.

viil
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3. ENVIRONMENTAL AND SUSTAINABILITY REPORTING

The Kibwezi — Mutomo — Kitui — Migwani Road Project exists to transform lives. This is our purpose;

the driving force behind everything we do. It’s what guides us to deliver our strategy. Below is a brief

highlight of our activities that drive towards sustainability.

1. Sustainability strategy and profile

Sustainable Development Goals (SDGs) 2015-2030 provides a plan of action for 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 following initiatives;

a)

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

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

b)

d)

road safety education to reduce accidents;

Gender Equality (SDG 5):The Authority encourages mainstreaming of gender equality
in project and programmes by incorporating compliance to one third gender rule in
procurement and recruitment;

Industry, innovation and infrastructure (SDG 9): The Authority develops quality ,
reliable, sustainable and resilient infrastructure including regional and trans-border
infrastructure to support economic development and human wellbeing with a focus on
affordable and equitable access for all;

Sustainable cities and communities (SDG 11): 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

Climate action (SDG 13): The Authority endeavours to combat negative impacts of
road development through environmental mitigation, climate change measures and
compliance with National Environment Management Authority (NEMA) requirements

in all development projects

2. Environmental performance

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

tree planting exercises, implementation of road beautification programs, enforce reinstatement of

quarries and

borrow pits after construction works, undertakes regular Environmental Impact

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

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

ix
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ENVIRONMENTAL AND SUSTAINABILITY REPORTING (continued)

3. Employee welfare

In all its staff appointments, the Authority takes deliberate actions to embrace Equal Employment
Opportunity policies, gender mainstreaming, addresses concerns around Persons Living with
Disabilities (PWDs) and takes affirmative action in line with prevailing Government Policy guidelines.
The Authority prioritizes training to develop technical capacity of staff in the fields of Value
Engineering, Project Financing, Project, Contract Management, Performance Based Maintenance and
Safety.

4. Market place practices _

The Authority strives to ensure responsible competition practices through undertaking annual
governance audits in projects, monitoring the implementation of policies and further promotes ethical
conduct in projects. The Authority equally sensitizes staff on corruption and integrity.

The Authority undertakes to be actively involved in the negotiations during budget sector hearings in
order to increase budgetary allocations for projects thus honouring contracts by paying its liabilities on

time.

5. Community Engagements

During the implementation of the Project, the Authority is committed to remaining a responsible
corporate citizen by being accountable for its actions through engaging in Public Participation. The
Project’s goal in terms of community engagement is to ensure that the projects foster long-term
relationships with stakeholders and communities around the project. The aim is not just to build roads
that foster development but to ensure collaboration with the local communities to achieve sustainable
development. The project staff is also encouraged 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, improvement of access roads and
enhancing learning and playing environment in schools along the project road. To enhance social
safeguards in projects, the Authority undertakes Resettlement Action Plan (RAP) studies and
implements its recommendations, carries out Social Impact Assessments (SIA), undertakes gender

mainstreaming and conduct stakeholders’ forum to sensitize the public in several cross cutting issues.

Some of the CSR Activities undertaken by the project includes:

X
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ENVIRONMENTAL AND SUSTAINABILITY REPORTING (continued)

xi

;’0. Organization/ Beneficiary Nature of CSR Ar(nlzgg;
1 | Kibwezi University Levelling the yard for Kibwezi University 205,000
2 | Kibwezi DCC Office Construction of parking area with AC finishing 2,230,000
3 | Kibwezi Church Levelling and maintenance of the yard 180,000
4 | Kibwezi Town Maintenance of existing road for the community 180,000
5 | Km + Kibwezi Road A Levelling and maintenance of existing refuse area 80,000
6 | Km + Community Construction of access road 60,000
7 | Km Local Community ,. Providing water tank for local community 100
8 | Mutomo Community at km g::;g::f and repairing of road and construction of 215,000
9 | Kyoani Community at km i;rnslll-gved existing dam and excavated new shallow R
10 | Kanzoa Community, Mutomo, | Improvement of existing dam 330,000
11 | David Ndolo, km Improvement of existing dam 110,000
12 | Local Community at km Grading and maintenance of road to water point 205,000
13 | Atongoi Pri. School, km Donated cement and steel and levelling playground 254,800
b4 [l Coesmumity:at kn 5:‘1;::;;{1:‘:31:25 s 1,272,800
A Muroes Palien Sration s st i ot O | a0
16 | Mutuni Pri. School, km Erection of school fence 133,000
17 | Matikoni Pri. School at km Providing water for the school 140,000
18 Kiangu Secondary School at Levelling playground, fixing window panes and

km erection of school fence 165,000

19 | UAE Sec. School at km Grading and levelling of playing ground 203,000

20 | Ko Prinary St s | ot ol o, consetn o grind |

21 | KMTC Repair of access road (0.5km) and clear the bushes 180,000

22 | Muatini Pri. Sch., km + Erection of school fence 20,000

23 | Mutomo DCC Office Grading and levelling of existing road 203,000

24 | Uae Sec. School at km learning tools, books and sports goods 150,000

25 | School located at km Erection fences and install windows for schools 65,000

26 | Mutonya Pri. School at km Levelling of playground 90,000

27 | Local community at km Construction of water storage dam 780,000

28 | Kibwezi Teachers’ College Levelling of school yard 98,000

29 | School at Km Levelling of school yard 88,000

30 | Community at km Construction of an earth dam 880,000

31 | Community at km + Construction of earth dam 1,180,000

32 | Maluma Market Putting out fire at Maluma market 50,000

33 | Kwakilui Primary School Road sign & bump and road construction for school 200,000

34 | House owner at km Erection of house fence 50,000

35 | Km School Erection of 700m fence for the school on 13/2/2019 600,000
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ENVIRONMENTAL AND SUSTAINABILITY REPORTING (continued)

NS{;‘ Organization/ Beneficiary Nature of CSR ATIEEE;
36 | Migwani Town Grading and levelling of existing road and 300,000
37 | km Quarry community Grading and levelling of existing road (6 km) 200,000
18 Kwa-Kilui to Ilika Kambi . o

Road Grading and levelling of existing road 6,000,000
39 | Kwa Toma-Nzeeu River Road | Grading and levelling of existing road 1,000,000
40 | Road from Nguuni Market Grading and levelling of existing road 300,000
41 | Ikutha Town Construction Ikutha bus parking 6,637,026
42 | Athi campsite Water supply system 3,600,000
43 | Ikutha Training center Grading and levelling of existing compound 270,000
44 | Kwa Kilui Dispensary Construction of School Pit Latrine 45,000
45 | Kitui County Crusher Site Bush Clearing and ground Levelling 270,000
46 | Kwa Kilui Dispensary Construction of Access Road 270,000
47 | Kwa-Kilui/Ngunziu Borehole | Drilling, Casing and Equipping of the Borehole 2,225,000
48 | Kwa Kethi- Mosa Borehole Drilling, casing and equipping of the borehole 2,250,000
49 | Kisasi — Kavisuni Road Levelling and grading of the road section 4,338,380
50 | Kanyangi - Kwa Vonza Road | Repair and levelling, bumps and road signs 5,900,197
51 | Kwa Vonza Jun-Mulutu Rd Repair and levelling, bumps and road signs 6,832,949
52 | Kabati Borehole Drilling, Casing and Equipping of Borehole 2,250,000
53 | Tulia Earth dam Construction of a 10,000 m3 dam at Tulia 50,000,000
54 Kitui Central- Majengo and Grading of access road, bush clearing and desi[tiqg

Town of Kalundu Dam 2,000,000
55 | Chuluni-Nzambani Road J Repair and levelling 200,000
56 | Kisasi DCC Office Fencing with chain-link and angle line steel 170,000
57 | Tiva River Drift at Mulutu Rescue a local truck stuck in the river 50,000
58 | Ithookwe Primary School Construction materials of toilet and school fence 210,000
59 | Unyaa Primary School Construction pump house and water house 540,000
60 | Maselele Primary School Fencing with Chain link and Angle line posts 600,000
61 | Mutendea Community Construction of the dam 1,350,000
62 | Kitui St. John Eudes Centre Access road to St. John Eudes Rehabilitation Centre 800,000
63 | Tulia Market Dismantle the market at the Tulia Town 20,000
64 AIC Mutonguni Girls Backfilling and levelling the on the school

Secondary School dormitory 200,000
65 Repair of the existing road to Grave!in.g, Levelling, trimming and compaction of

Km 146 Camp the existing road 168,299
66 E,gﬁ;?:aﬂ;iﬁl )?gtl‘ﬁfh?rati Grave!in_g, Levelling, trimming and compaction of 1,246,859

NEaTEi the existing road

Total Amount (KES) 112,449,909

Xil
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4. STATEMENT OF PROJECT MANAGEMENT RESPONSIBILITIES

The Director General, KeNHA and the Project Management for Kibwezi — Mutomo — Kitui — Migwani
Road Project are responsible for the preparation and presentation of the Project’s financial statements,
which give a true and fair view of the state of affairs of the project for and-as at the end of the financial
year ended on June 30, 2022. This responsibility includes (i) maintaining adequate financial management
arrangement and ensuring that these continue to be effective throughout the reporting period; (ii)
maintaining proper accounting records, which disclose with reasonable accuracy at any time the financial
position of the project; (iii) designing, implementing and maintaining internal controls relevant to the
preparation and fair presentation of the financial statement, and ensuring that they are free from material
misstatements, whether due to error or fraud; (iv) safeguarding the assets of the project; (v) selecting and
applying appropriate accounting policies; and (vi) making accounting estimates that are reasonable in the
circumstances.

The Director General, KeNHA and the Project Management for Kibwezi — Mutomo — Kitui — Migwani
Road Project, accept responsibility for the project’s Financial Statements, which have been prepared on the
Cash Basis Method of Financial Reporting, using appropriate accounting policies in accordance with the
International Public Sector Accounting Standards.

The Director General, KeNHA and Project Management for Kibwezi — Mutomo — Kitui — Migwani Road
Project are of the opinion that the Project financial statements give a true and fair view of the state of the
Project’s transactions during the financial year ended June, 30, 2022 and the Project’s financial position as
at that date.

The Director General, KeNHA and the Project Implementation Team Leader for Kibwezi — Mutomo —
Kitui — Migwani Road Project further confirm that completeness of the accounting records maintained for
the Project, which have been relied upon in the preparation of the Project financial Statements as well as on
the adequacy of the systems of internal financial control.

The Director General, KeNHA and the Project Implementation Team Leader for Kibwezi — Mutomo —
Kitui — Migwani Road Project confirm that the Project has complied fully with applicable Government
Regulations and the terms of external financing covenants, and that Project funds received during the
financial year under audit are used for the eligible purposes for which they were intended and were
properly accounted for.

Approval of the Project financial statements

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

for Kibwezi — Mutomo — Kitui — Migwani Road Project on ............ Slica it A RO and
signed by them.
NA“"W" . .
Eng. Kungu Nduﬁgu Eng. Charles Obuon CP anje Kera
Director General Director, Development Deputy Director (F&A)

ICPAK Member No: 8279

xiii
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REPUBLIC OF KENYA
Anniversary Towers

Telephone: +254-(20) 3214000
E-mail: info@oagkenya.go.ke
Website: www.oagkenya.go.ke Monrovia Street

OFFICE OF THE AUDITOR-GENERAL P.O. Box 30084-00100
NAIROBI

Enhancing Accountability

REPORT OF THE AUDITOR-GENERAL ON UPGRADING OF KIBWEZI-MUTOMO-
KITUI ROAD PROJECT FOR THE YEAR ENDED 30 JUNE, 2022 - KENYA NATIONAL
HIGHWAYS AUTHORITY

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

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

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

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

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

The three parts of the report are aimed at addressing the statutory roles and
responsibilities of the Auditor-General as provided by Article 229 of the Constitution, the
Public Finance Management Act, 2012 and the Public Audit Act, 2015. The three parts of
the report, when read together constitute the report of the Auditor-General.

Report of the Auditor-General on Upgrading of Kibwezi-Mutomo-Kitui-Migwani Road Project for the year ended
30 June, 2022 - Kenya National Highways Authority



REPORT ON THE FINANCIAL STATEMENTS
Qualified Opinion

| have audited the accompanying financial statements of Upgrading of Kibwezi-Mutomo-
Kitui-Migwani Road Project set out on pages1 to 26, which comprise of the statement of
financial assets as at 30 June, 2022, the statement of receipts and payments, statement
of cash flows and the statement of comparison of budget and actual amounts for the year
then ended, and a summary of significant accounting policies and other explanatory
information in accordance with the provisions of Article 229 of the Constitution of Kenya
and Section 35 of the Public Audit Act, 2015. | have obtained all the information and
explanations which, to the best of my knowledge and belief, were necessary for the
purpose of the audit.

In my opinion, except for the effect of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of the Upgrading of Kibwezi-Mutomo-Kitui-Mgwani Road
Project as at 30 June, 2022, and of its financial performance and its cash flows for the
year then ended, in accordance with International Public Sector Accounting Standards
(Cash Basis) and comply with the Public Finance Management Act, 2012, and Financing
Agreement No. BLA2016K001 dated 28 November, 2016 between the Export-Import
Bank of China and the Government of the Republic of Kenya.

Basis for Qualified Opinion
1. Unsupported Expenditure

The statement of receipts and payments and Note 4 to the financial statements reflects
an expenditure of Kshs.46,932,465 on acquisition of non-financial assets, which was
presumably paid by the financier. However, no documentary evidence was provided for
audit review to confirm the disbursement of the payments by the Lender.

In the circumstances, it was not possible to confirm the accuracy, validity and
completeness of the Kshs.46,932,465 incurred on acquisition of non-financial assets.

2. Interest on Delayed Payments

Annex 3 to the financial statements reflects pending bills totalling to Kshs.3,566,237,990.
Review of interim payment certificates relating to the pending bills revealed that the
Company which was awarded the contract charged interest on delayed payments
amounting to Kshs.338,775,822, as analyzed below;

Interim Payment Interest in
Certificate No. No. of Days Delayed (Kshs.)
2-5 433 215,284,609
6-7 148 119,076,221
8 40 4,414,992
Total 338,775,822
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The interest has been levied on the project even though from the project information all
the committed funds have been received and paid out. This is a cost which could have
been avoided had Management made the payments as and when they were due,
considering that the Project had adequate funding at the time.

Consequently, the interest payable charged to the project is an irregular charge to public
funds.

3. Accuracy of the Financial Statements

The statement of receipts and payments reflects comparative receipts and payments
controlled by the entity amount of Kshs.796,772,220 and Kshs.945,910,929 respectively
resulting to a deficit of Kshs.149,138,709. Although Note 7 to the financial statements
indicates that the Kshs.149,138,709 was used to pay retention monies, it is not clear how
the funds were obtained and how they were disbursed, considering that the financial
statements are prepared on cash basis.

In the circumstances, it was not possible to confirm the accuracy of the acquisition of non-
financial assets cumulative balance of Kshs.19,039,760,613. Further, it was not possible
to confirm that the project’s financial statements were presented in line with the prescribed
reporting format.

The audit was conducted in accordance with International Standards of Supreme Audit
Institutions (ISSAIs). | am independent of the Upgrading of Kibwezi-Mutomo-Kitui Road
Project Management in accordance with ISSAI 130 on Code of Ethics. | have fulfilled
other ethical responsibilities in accordance with the ISSAI and in accordance with other
ethical requirements applicable to performing audit of financial statements in Kenya. |
believe that the audit evidence | have obtained is sufficient and appropriate to provide a
basis for my qualified opinion.

Key Audit Matters

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

Other Matter
1. Delayed Payments to Persons Affected by the Project

Annex 3 to the financial statements reflects pending bills balance of Kshs.3,566,237,990
as at 30 June, 2022 which includes a balance of Kshs.1,643,235,886 for acquisition of
land from Project Affected Persons (PAPs). Review of the project file revealed complaints
by the PAPs and legal cases filed against the Authority due to delayed compensations,
as detailed below;

a) A complaint by four (4) PAPs with regard to compensation for four (4) parcels of
land at Kisasi/Mosa, which had been gazetted by the National Land Commission
(NLC) on 28 August, 2020. It was not clear whether the funds for compensation
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b)

d)

were transferred to the NLC since the four (4) beneficiaries had not been
compensated as at the end of the financial year.

Compensation for compulsory acquisition of parcels of land from residents of
lkutha village in Kitui County. On 12 January, 2018, NLC through the Kenya
Gazette Notice No. 177 of 2018 published its intention to acquire fifty (50) parcels
of land in Ikutha/Mbitini. Through a letter to KeNHA, the residents complained
about delayed payments which had not been paid by the end of 2020/2021
financial year.

A local firm of advocates, acting on behalf of the residents, issued letter to KeNHA
and NLC indicating that the parcels of land acquired were valued and awards given
to individual proprietors, and that some awards were later revised downwards
without any justification. According to the letter, the residents decided to pursue
the matter through an advocate since they had not been compensated by the time
of this audit.

Five (5) PAPs were to be compensated for their parcels of land. However, due to
delays in compensation, the five (5) PAPs issued a 14-days-notice of legal action
against the Authority, if the compensation would not have been paid within the 14
days. However, there was no evidence of payment of the compensation, by the
time of this audit.

Annex 3 on pending bills reflect an amount of Kshs.280,930,790 as compensation
to PAPs to date. However, the schedule for beneficiaries was not provided for audit
review, therefore it was not possible to confirm the validity of the payment.

In view of disputes between the Authority and PAPs described above, the Project risks
losing funds through award of damages, penalties and interest, which are costs which
can be avoided.

2. Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects final receipts budget
and actual on comparable basis totaling to Kshs.490,000,000 and Kshs.90,650,930
respectively, resulting to an underfunding of Kshs.399,349,070 or 81% of the budget.
Similarly, the Project spent Kshs.90,650,930 against an approved budget of
Kshs.490,000,000, resulting to an under expenditure of Kshs.399,349,070 or 81% of the
budget.

The underfunding and under performance may have affected the implementation of
planned activities for the Project and this may have impacted negatively on service
delivery to the public.
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3. Pending Bills

Annex 3 to the financial statements reflects pending bills of Kshs.3,566,237,990 as at
30 June, 2022 which were not settled during the financial year 2021/2022 but were
instead carried forward to 2022/2023 financial year, not-withstanding the fact that the
project information reflected under the funding summary shows that all the project
committed funds by both the financier and Government of Kenya have been fully received
and paid out. Further, the pending bills of Kshs.3,566,237,990 includes an amount of
Kshs.1,915,289,734 which relates to 2020/2021 and earlier years.

Failure to settle bills in the year to which they relate affects the budget for the subsequent
year on which they form a first charge. This also affects the efficiency with which the
project is implemented.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the matters described in the Basis for Conclusion on Lawfulness
and Effectiveness in Use of Public Resources section of my report, | confirm that, nothing
else has come to my attention to cause me to believe that public resources have not been
applied lawfully and in an effective way.

Basis for Conclusion
Variation of Contract without an Approved Budget

Review of sources of funds for the project revealed that the Bank and Government of
Kenya committed Kshs.15,644,154,921 and Kshs.3,435,361,592 respectively, for the
project. These funds had been received and utilized towards the Project. Further review
of records provided for audit revealed that the Authority amended the project's
commercial contract by increasing the contract sum payable to the Contractor from
Kshs.18,404,888,139 to Kshs.21,545,912,343, an increment of Kshs.3,141,024,204. This
amendment of the contract, which was done on 28 April, 2021, was based on an unsigned
letter dated 23 April, 2021 from the Permanent Secretary, National Treasury.

In the circumstances, it was not possible to confirm validity of the variation of the contract
sum.

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

Report of the Auditor-General on Upgrading of Kibwezi-Mutomo-Kitui-Migwani Road Project for the year ended
30 June, 2022 - Kenya National Highways Authority
5



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, | 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 | plan and perform the audit to obtain assurance about whether effective
processes and systems of internal control, risk management and overall governance were
operating effectively, in all material respects. | believe that the audit evidence | have
obtained is sufficient and appropriate to provide a basis for my conclusion.

Responsibilities of Management and those Charged with Governance

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

In 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 intentions to terminate the Project or to cease operation.

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

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

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

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

In 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, | consider internal control in order to give an assurance on the effectiveness
of internal controls, risk management and governance processes and systems in
accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 2015 and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of
the internal control would not necessarily disclose all matters in the internal control that
might be material weaknesses under the ISSAIls. 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 noncompliance. 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
Project’s policies and procedures may deteriorate.

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

o Identify 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.
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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 applicable basis
of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the Project’s ability to continue to sustain its services. If | conclude that a material
uncertainty exists, | 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 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 | consider necessary in the circumstances.

| 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.

| also provide Management with a statement that | 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.

cmm&. CBS

AUDITOR-GENERAL

Nairobi

29 November, 2022
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KIBWEZI — MUTOMO — KITUI - MIGWANI ROAD PROJECT ,
Annual Report and Financial Statements for the financial year ended June 30, 2022

7. STATEMENT OF FINANCIAL ASSETS AS AT 30TH JUNK 2022

Notes:- 2021/22 2020/21
Kshs. Kshs.

FINANCIAL ASSETS

Cash and Cash Balances 5 - =

TOTAL FINANCIAL ASSETS s -

FINANCIAL LIABILITIES

Payables - Retentions 6 - 2

NET ASSETS ' - .

REPRESENTED BY:-

Surplus/Deficit for the year - -
Fund balance b/fwd 8 . .

NET FINANCIAL POSITION £ -

The accounting policies and explanatory notes to these financial statements form an in}ggral part of the
financial statements. The financial statements were approved on ! P

AN R 4
40 Ay wlf and

signed by:

x l . .L—-""’-Q

-E’Mw& Yt _ /Aﬂ( l
Eng. Kungu Ndungu Eng.Charles Obuon CPA Chanje Kera
Director General Director, Development Deputy Director (F&A)

ICPAK Member No: 8279
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Annual Report and Financial Statements for the financial year ended June 30, 2022

8. STATEMENT OF CASHFLOW FOR THE PERIOD 30™ JUNE 2022

RECEIPTS

Receipts

Transfers from Government entities

Gok Counterpart Fund

Total Receipts

Payment

Purchase of goods and services

Project operating costs

Total Payments

Net cash flow from operating activities
CASHFLOW FROM INVESTING ACTIVITIES
Acquisition of road assets

Net cash flows from Investing Activities
CASHFLOW FROM BORROWING ACTIVITIES
Proceeds from Foreign Borrowings

Net cash flow from financing activities

NET INCREASE IN CASH AND CASH
EQUIVALENT

Cash and cash equivalent at Beginning of the year
Cash and cash equivalent at end of the year

Note 2021/22 2020/21

Kshs. Kshs.
1 43,718,465 796,772,220
43,718,465 796,772,220
3 (68,200) (6,445,420)
(68,200) (6,445,420)
43,650,265 790,326,800
4 (90,582,730) (2,441,304,383)
(90,582,730) (2,441,304,383)
2 46,932,465 1,501,838,874
46,932,465 1,501,838,874

(149,138,709)
149,138,709

The accounting policies and explanatory notes to these financial statements fqrm an mtegral part of the

financial statements. The entity financial statements were approved on

b

signed by:

NA ..

Eng. Kungu Nd@gﬂ
Director General

Eng. Charles Obuon
Director, Development

i J ld._.

and

CPA Chanje Kera
Deputy Director (F&A)
ICPAK Member No: 8279
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Annual Report and Financial Statements for the financial year ended June 30, 2022

9. STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS FOR THE YEAR

ENDED 30" JUNE 2022
\ Actual on "
Original . Final . Yo
. Adjustments Comparabl Variance
Receipts/Payments Budget Budget & Bails Var
Item B —ed f=d/c
a b c=a+b d e=c- %

Receipts
Transfers from
Government 200,000,000 (110,000,000) | 90,000,000 | 43,718,465 | 46,281,535 | 49%
entities
Procesds from 1,000,000,000 |  (600,000,000) | 400,000,000 | 46,932,465 | 353,067,535 | 12%
foreign borrowings
Total Receipts 1,200,000,000 (710,000,000) | 490,000,000 | 90,650,930 | 399,349,070 | 19%
Payments
Purchascl of goods 68.200
and services

1,200,000,000 (710,000,000) | 490,000,000 399,349,070 | 19%
Acquigition of non- 90,582,730
financial assets
Total Payments 1,200,000,000 (710,000,000) | 490,000,000 | 90,650,930 | 399,349,070 19%

Note: The significant budget utilisation/performance differences in the last column are explained
in Annex 1 to these financial statements.

.
E ﬁ'&c‘l‘;m%@_w

Eng. Kungu Ndungu,

Director General

Eng. Charles Obuon
Director, Development

CPA Chanje Kera

Deputy Director (F&A)

ICPAK Member No: 8279
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10.  SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies adopted in the preparation of these financial statements are

set out below:

10.1 Statement of compliance and basis of preparation
The financial statements have been prepared in accordance with Cash-basis IPSAS financial
reporting under the cash basis of accounting, as prescribed by the PSASB and set out in the
accounting policy note below. This cash basis of accounting has been supplemented with
accounting for; a) receivables that include imprests and salary advances and b) payables that
include deposits and retentions.The financial statements comply with and conform to the form

of presentation prescribed by the PSASB.
The accounting policies adopted have been consistently applied to all the years presented.

10.2 Reporting entity
The financial statements are for the Kibwezi — Mutomo — Kitui — Migwani Road Project under
National Government of Kenya. The financial statements encompass the reporting entity as

specified in the relevant legislation PFM Act 2012 .

10.3 Reporting currency
The financial 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 Kenya Shilling.
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Significant Accounting Policies (Continued)

10.4 Recognition of receipts
The Project recognises all receipts from the various sources when the event occurs, and the

related cash has actually been received by the Government.

i) Transfers from the Exchequer
Transfer from Exchequer is be recognized in the books of accounts when cash is received.
Cash is considered as received when payment instruction is issued to the bank and notified to

the receiving entity.

ii) External Assistance
External assistance is received through grants and loans from multilateral and bilateral

development partners.

iii) Other receipts
These include Appropriation-in-Aid and relates to receipts such as proceeds from disposal of
assets and sale of tender documents. These are recognized in the financial statements the time

associated cash is received.

iv) Donations and grants
Grants and donations shall be recognized in the books of accounts when cash is received. Cash
is considered as received when a payment advice is received by the recipient entity or by the
beneficiary. In case of grant/donation in kind, such grants are recorded upon receipt of the
grant item and upon determination of the value. The date of the transaction is the value date

indicated on the payment advice.
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Significant Accounting Policies (Continued)

v) Proceeds from borrowing

Borrowing includes external loans acquired by the Project or any other debt the Project may
take and will be treated on cash basis and recognized as a receipt during the year they were
received.

a) Undrawn external assistance

These are loans and grants at reporting date as specified in a binding agreement and relate to
funding for the Project currently under development where conditions have been satisfied or
their ongoing satisfaction is highly likely and the project is anticipated to continue to
completion. An analysis of the Project’s undrawn external assistance is shown in the funding

summary

10.5 Recognition of payments
The Project recognises all payments when the event occurs, and the related cash has actually

been paid out by the Project.

i) Compensation of employees
Salaries and Wages, Allowances, Statutory Contribution for employees are recognized in the

period when the compensation is paid.

ii) Use of goods and services
Goods and services are recognized as payments in the period when the goods/services are
consumed and paid for. If not paid for during the period where goods/services are consumed,

they shall be disclosed as pending bills.



KIBWEZI —- MUTOMO — KITUI - MIGWANI ROAD PROJECT
Annual Report and Financial Statements for the financial year ended June 30, 2022

Significant Accounting Policies (Continued)

i) Interest on borrowing
Borrowing costs that include interest are recognized as payment in the period in which

they incurred and paid for.

iv) Repayment of borrowing (principal amount)
The repayment of principal amount of borrowing is recognized as payment in the period
in which the repayment is made. The stock of debt is disclosed as an annexure to the

consolidated financial statements.

v) Acquisition of fixed assets

The payment on acquisition of property plant and equipment items is not capitalized. The
cost of acquisition and proceeds from disposal of these items are treated as payments and
receipts items respectively. Where an asset is acquired in a non-exchange transaction for
nil or nominal consideration and the fair value of the asset can be reliably established, a

contra transaction is recorded as receipt and as a payment.

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

financial statements.

10.6 In-kind donations
In-kind contributions are donations that are made to the Project in the form of actual
goods and/or services rather than in money or cash terms. These donations may include
vehicles, equipment or personnel services. Where the financial value received for in-kind
contributions can be reliably determined, the Project includes such value in the statement
of receipts and payments both as receipts and as payments in equal and opposite amounts;

otherwise, the contribution is not recorded.
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Significant Accounting Policies (Continued)

10.7 Cash and cash equivalents
Cash and cash equivalents comprise cash on hand and cash at bank, short-term deposits
on call and highly liquid investments with an original maturity of three months or less,
which are readily convertible to known amounts of cash and are subject to insignificant

risk of changes in value. Bank

account balances include amounts held at the Central Bank of Kenya and at various
commercial banks at the end of the financial year. For the purposes of these financial
statements, cash and cash equivalents also include short term cash imprests and advances
to authorised public officers and/or institutions which were not surrendered or accounted

for at the end of the financial year.

10.8 Restriction on cash .
Restricted cash represents amounts that are limited/restricted from being used to settle a
liability for at least twelve months after the reporting period. This cash is limited for
direct use as required by stipulation. Amounts maintained in deposit bank accounts are

restricted for use in refunding third part deposits.

10.9 Imprests and Advances
For the purposes of these financial statements, imprests and advances to authorised public
officers and/or institutions which were not surrendered or accounted for at the end of the
financial 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
imprest or AIE holders. This is an enhancement to the cash accounting policy. Other

accounts receivables are disclosed in the financial statements.



KIBWEZI - MUTOMO — KITUI - MIGWANI ROAD PROJECT
Annual Report and Financial Statements for the financial year ended June 30, 2022

Significant Accounting Policies (Continued)
10.10 Contingent Liabilities

A contingent liability is:

a) A possible obligation that arises from past events and whose existence will be
confirmed only by the occurrence or non-occurrence of one or more uncertain future
events not wholly within the control of the entity; or

b) A present obligation that arises from past events but is not recognised because:

i) It is not probable that an outflow of resources embodying economic benefits or
service potential will be required to settle the obligation; or
ii) The amount of the obligation cannot be measured with sufficient reliability.

Some of contingent liabilities may arise from: litigation in progress, guarantees,

indemnities. Letters of comfort/ support, insurance, Public Private Partnerships,

The Entity does not recognize a contingent liability but discloses details of any

contingencies in the notes to the financial statements unless the possibility of an outflow

of resources embodying economic benefits or service potential is remote. There were no

contingent liabilities in the year.

10.11 Contingent Assets
The Kibwezi — Mutomo — Kitui — Migwani Road Project does not recognize a contingent
asset, but discloses details of a possible asset whose existence is contingent on the
occurrence or non-occurrence of one or more uncertain future events not wholly within
the control of The Kibwezi — Mutomo — Kitui — Migwani Road Project in the notes to the
financial statements. Contingent assets are assessed continually to ensure that
developments are appropriately reflected in the financial statements. If it has become
virtually certain that an inflow of economic benefits or service potential will arise and the
asset’s value can be measured reliably, the asset and the related revenue are recognized in

the financial statements of the period in which the change occurs.
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KIBWEZI —- MUTOMO — KITUI - MIGWANI ROAD PROJECT

Annual Report and Financial Statements for the financial year ended June 30, 2022

Significant Accounting Policies (Continued)

10.12  Pending bills
Pending bills consist of unpaid liabilities at the end of the financial year arising from
contracted goods or services during the year or in past years. As pending bills do not
involve the payment of cash in the reporting period, they recorded as ‘memorandum’ or
‘off-balance’ items to provide a sense of the overall net cash position of the Project at the
end of the year. When the pending bills are finally settled, such payments are included in

the statement of receipts and payments in the year in which the payments are made.

10.13 Budget
The budget is developed on a comparable accounting basis (cash basis), the same
accounts classification basis (except for accounts receivable - outstanding imprest and
clearance accounts and accounts payable - deposits, which are accounted for on an
accrual basis), and for the same period as the financial statements. The Project’s budget
was apprdved as required by Law and National Treasury Regulations, as well as by the
participating development partners, as detailed in the Government of Kenya Budget
Printed Estimates for the year. The Development Projects are budgeted for under the
MDAs but receive budgeted funds as transfers and account for them separately. These
transfers are recognised as inter-entity transfers and are eliminated upon consolidation. A
high-level assessment of the Project’s actual performance against the comparable budget
for the financial year/period under review has been included in an annex to these

financial statements.

10.14 Third party payments
Included in the receipts and payments, are payments made on its behalf by to third parties
in form of loans and grants. These payments do not constitute cash receipts and payments
and are disclosed in the payment to third parties column in the statement of receipts and

payments.

11



KIBWEZI - MUTOMO — KITUI - MIGWANI ROAD PROJECT
Annual Report and Financial Statements for the financial year ended June 3 0, 2022

Significant Accounting Policies (Continued)

During the year Kshs 47 million being loan disbursements were received in form of

direct payments from third parties.

10.15 Exchange rate differences
The accounting records are maintained in the functional currency of the primary
economic environment in which the Project operates, Kenya Shillings. Transactions in
foreign currencies during the year/period are converted into the functional currency using
the exchange rates prevailing at the dates of the transactions. Any foreign exchange gains
and losses resulting from the settlement of such transactions and from the translation at
year-end exchange rates of monetary assets and liabilities denominated in foreign

currencies are recognised in the statements of receipts and payments.

10.16 Comparative figures
Where necessary comparative figures for the previous financial year/period have been

amended or reconfigured to conform to the required changes in financial statement

presentation.

10.17 Subsequent events
There have been no events subsequent to the financial year/period end with a significant

impact on the financial statements for the year ended June 30, 2022.
10.18 Prior period adjustments

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

previous year(s). There were no Prior year adjustments in the current financial year.
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KIBWEZI - MUTOMO — KITUI — MIGWANI ROAD PROJECT

Annual Report and Financial Statements for the financial year ended June 30, 2022

11.

NOTES TO THE FINANCIAL STATEMENTS

1. RECEIPTS FROM GOVERNMENT OF KENYA

These represent counterpart funding and other receipts from government as follows:

2021/22 2020/21 Cumulative
Kshs Kshs to-date
Counterpart funds Quarter 1 43,416,739 84,898,733 203,294,544
Counterpart funds Quarter 2 301,726 431,073,333 848,891,366
Counterpart funds Quarter 3 - 3,184,202 838,630,077
Counterpart funds Quarter 4 - 277,615,952 1,544,545,605
TOTAL 43,718,465 796,772,220 3,435,361,592

2. LOAN FROM EXTERNAL DEVELOPMENT PARTNERS

During the 12 months to 30 June 2022 we received funding from development partners in form of loans
negotiated by the National Treasury donors as detailed in the table below:

. Loans
Amount in Receivad
Name of Donor Date Leaii peCivoc- 1 Total amounts in Kshs.
Received Direct
; Currency
payments
FY 2021/22 FY 2020/21
USD Kshs Kshs Kshs
Loans Received from Multilateral Donors
Exim Bank of China | FY 2021/22 584,221.80 46,932,465 46,932,465 | 1,501,838,874
Total 46,932,465 46,932,465 | 1,501,838,874
3. PURCHASE OF GOODS AND SERVICES
' FY
FY 2021/22 2020/21
Receipts
and ' :
C
payments FRyHICH Total Total umulative
made by
controlled . . Payments | Payments
third parties
by the
entity
Kshs Kshs Kshs Kshs Kshs
Homestic travel & 68,200 ] 68200 | 6412,300 | 28,522,661
subsistence ’
Adverisiog and } i | 33020 11233239
services
Total 68,200 - 68,200 | 6,445,420 | 39,755,900
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KIBWEZI - MUTOMO — KITUI — MIGWANI ROAD PROJECT
Annual Report and Financial Statements for the financial year ended June 30, 2022

4. ACQUISITION OF NON-FINANCIAL ASSETS

FY 2021/22 FY 2020/21
Receipts
and P ¢ )
payments AR Total Total | Cumulative
made by
controlled ‘ g Payments Payments
third parties
by the
entity
Kshs Kshs Kshs Kshs Kshs
Construction | 3 65765 | 46,932,465 | 90,582,730 | 2,241,304,383 | 18,758,220,129
of roads
AU ; . .| 200,000,000 | 281,540,484
of land
Total 43,650,265 46,932,465 90,582,730 | 2,441,304,383 | 19,039,760,613
5. (i) CASH AND CASH EQUIVALENTS C/FWD
2021/2022 2020/2021
Kshs Kshs
Local Currency Accounts
Total Local Currency = -
(ii) Bank Accounts
2021/2022 2020/2021
Kshs Kshs
National Bank Of Kenya :
A/C No. 0100132733200
Total - .
6. ACCOUNTS PAYABLES - RETENTIONS _
Description 2021-2022 2020-2021
Kshs Kshs
Retention - -
Total = .
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KIBWEZI - MUTOMO — KITUI — MIGWANI ROAD PROJECT
Annual Report and Financial Statements for the financial year ended June 30, 2022

7. CHANGES IN ACCOUNTS PAYABLE —-RETENTIONS

Description 2021-2022 2020-2021

Kshs Kshs

Retentions as at 1% July - 149,138,709

Closing accounts payables as at 30™ June - -

Change in payables | (149,138,709)
8. FUND BALANCE BROUGHT FORWARD

2021/2022 2020/2021

KShs KShs

Bank accounts . -

Total - -
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KIBWEZI - MUTOMO — KITUI — MIGWANI ROAD PROJECT
Annual Report and Financial Statements for the financial year ended June 30, 2022

12. OTHER IMPORTANT DISCLOSURES

12.1 PENDING ACCOUNTS PAYABLE (Annex 3)

Balance b/f | Additions for | Paid during the Bala;;e o
FY 2021/2022 the period year 2021/2022
Description Kshs Kshs Kshs Kshs
Construction of Roads 253,934,874 | 1,669,384,329 85,582,730 | 1,837,736,473
Acquisition of Land 1,643,235,886 6,374,950 -11,649,610,836
Supply of Services 23,118,974 61,381,400 5,000,000 79,500,374
Total 1,920,289,734 | 1,737,140,680 90,582,730 | 3,566,847,684
12.2 EXTERNAL ASSISTANCE
FY 2021/2022 | FY 2020/2021
Description Kshs Kshs
External assistance received as loans 46,932,465 | 1,501,838,874
Total 46,932,465 | 1,501,838,874
a). External assistance relating loans
FY 2021/2022 | FY 2020/2021
Description Kshs Kshs
External assistance received as loans 46,932,465 | 1,501,838,874
Total 46,932,465 | 1,501,838,874
b) Undrawn external assistance
Purpose for which
M HREEaw FY 20212022 | FY 202012021
external assistance
may be used
Description Kshs Kshs
lL;Fnclrawn external assistance - Real Coituitiaiion ) 46,932,462
oans
Total - 46,932,462
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KIBWEZI - MUTOMO — KITUI — MIGWANI ROAD PROJECT
Annual Report and Financial Statements for the financial year ended June 30, 2022

c)classes of providers of external assistance

FY 2021/2022 FY 2020/2021

Description Kshs Kshs

Bilateral donors 46,932,465 1,501,838,874

Total 46,932,465 1,501,838,874
d  Purpose and use of external assistance

; . FY FYFY

Payments Made by Third Parties 2021/2022 2020/2021

Kshs Kshs

Acquisition of Assets 46,932,465 1,501,838,874

TOTAL 46,932,465 1,501,838,874

f. External Assistance paid by Third Parties on behalf of the Entity by Source

This relates to external assistance paid directly by third parties to settle obligations on behalf of the

entity
FY 2021/2022 | FY 2020/2021
Description Kshs Kshs
Bilateral donors 46,932,465 1,501,838,874
‘Total 46,932,465 1,501,838,874

17




81

Sjon  jeyy  jooxd  uodn
popnes 2q Auo ued uontod
tomaed juawdopaAsp 9yl 1By

“auir) a1 38 Surpuny ySnous pey 10alo1g
U1 20UIS POPIOAR US3q ABY P[NOYS YdIym pue

jowarmbal  siopueury 9y ] | 1k oy Sutmp 09%8C S1T SUSH O Sununoure
snonunuoy) Suro8uQ sjuowiked pokeop uo 1samdur  rdfordurd z
‘01 | a1y paSreyd 10BNUOD BY) PAPIBME U] PEY 18T
onp syuawAed pake[ep U0 1sAIRUI £ueduios oy} 18 Pa[BIASI [Z0T Areniqa, 7 Jo
poouajel oyl paniooe joafoid Ayl g "ON 91BOyNI00 judwiAed UILIAUT JO MIIARY
sjuawiAe J paAe[ap uo }sa1a3uy
1oujied juswdo[aaap AUl WOy

90IAPE 9OUR)IUIAI AQ PIOUIPIAD ey
se zgog [udy 0 uo ueq "POULITIUOD 3¢ 10U P[NOd /8 '8EG 10S [
NIXH Aq pred ses juoeamba sysyy Jo amypuadxe oy Jo  Ajendal
86'891°810°612 SUSY pue ssouojeqduwoo ‘Aoeinode oY ‘SIUSWINOOP
‘9c'89¢07.°7 SN 80 OdI T Funzoddns jueAs[al arenbape Jo 0uasqe A} U]
“JuauI2a18e URO[ 1IPaId J9ANg A JO (€6 9sne[d)
1oured juawdo(oAap oy W0l ¢ opmry Aq paimbal se sjuswsIGsIp A4l

pOASSY PoATOSSY 20TAPE 20UB)IWAI AQ PIOUIPIAD WIGuod 0} JIpne 10} papiaoid a1om SIUSUWINIOP I
S8 1707 1990100 67 U0 ueq Sunoddns ou ‘I9A9MOY 'Teak o) Surmp santed
JNIXA £q pred sem juseambyg pary) Aq pred sjosse [erouBUL-UoU Jo uonismboe
1¥'S0L°028°Z8T'1 sUs) Ul poIINoul $/8°8€8 10S 1 SUSY JO dmmpuadxa
68'9SE°00S'81T SN L OdI ‘T | Ue S}P3[Ja1 sjusmaje)s [efoueuty 3 01 °Z1 910N
pue sjuowAded pue sydieoar jo jusWIdleIS ST
nmﬂnwﬁbw_n aanyrpuadxy pajioddnsup)
om) Jo dn opews ST /8°8E8 10" NOINIJO 40 SISV
sysy 01 Supunowre sjuswAed oy
(paajosas
2q 0] anssi (paajosayf 10N .
a1y 1o2dxa nod / Pad4]os3aY]) SJUI W0 JUI WIS BUBTAI J0}IpNY WI0IJ SUOBAIISY() / INSST .cZ
Uy 23up v 1) :$NJe)IS P

QUL UIL ],

SNOLLVANANWINODTY S TVIANID-YO.LIANY AVIA JOIdd

€l

7207 0€ auny papua 10ad [piouvuif 2y 40f SJUaUD)S WIDUDULY PUD 10dY [nUUY
IOAroyd avoy INVMOIW — INLIY — OWOLAA ~ IZAM I



61

MITASI Iopun

ek oYy UT $9T°0S9 e SUSI 1YY
® PUB [Z/0Z0CT Ad Ul 0TTTLL96L
SUSY JO Jjunowre Ue JO JUIW[NS
oyl Aq paouspiAd St SIL S[IE
Supued oyl o[es 01 suoisiaoid
Are108pnq orenbape 21n03s 03 WOJJR
ue ur Anseal], [eUONBN Y] pue
Answrn juereq oyl W Suister|
sI Quoyny 9yl ‘papues 21e s[[iq
Surpuad 9y} e} 2INSUS 0} ISPIO U]

‘uonod
Sj0n Suissesoxd ur shefep 0)
pa] spunj renbayoxa Jo asesjar
Ul SAB[Op SE [[oM SB SUOIIBo0[[e

Area8png ajenbapeuy 'z
pa[nes uaaq sey DJ] ‘spunj o11qnd 03 231eyo rem3ax
yoeo jo wuonuod 1redigunod ue 2I0JoIdY) oI1om  sjuawiled 1saIoul  JYL
(paajosa
29 03 anssi (paajosayr joN .
217 poadxa nod / Paajosay) S)UAWIUIOD JUIITBUBA] JI0JIpNy W0JJ SUOLBAIISQ() / INSST N
uaym app v Ing) 2 R TS Bt
PRI,

ZZ0z ‘0€ aunp papua wwad wrouvuif ai 10f SpuaUINIS JUIDUDUL] PUD J40daY [VHUUY
LOAro¥d Avoy INVMOIA — INLIN — OWNOLAN — IZAM TN



0¢

SNONUTIU0))

Suro3uQ

[eIOUBUI] Y} Ul PISO[OSIp U3q
Apuenbasqns seY pUE MITAAI Japun
Ad 9U} UI PIAISAI SBM dFUBYOISIU]
oyl JO UOUONISU0d 3} PeOI
oAeo[Aem 0} Sune[@I 010AUT YT

‘MITASI ISYMLNJ 10] S[qB[IRAR I8
SIUAWINOOp 9Y] ‘JIpnEe Suump wed)
1pne oyl 0} PI[IBAB 3IdM YIIym
IoyonoA Juowided pue 9JBOYIMD
jwowfed 8 Aq peuoddns Amp st

691°810°617 SUs3 Jo juswied ay],

‘MOTAI I9pUM JBIA
QU3 UT PaIes sem 80 DdJ 03 uneya1
$97°059°8€ SUS Jo junouwre 3qfj,

“$]UQIRIR)S [BIOURULJ SY)} UT PASO[ISIP
jou sem oSueyoIdul peOY IZamqry JO
9OUBUAJUTEWI PUB UOTIONISUOD 10] JABI[AeM
Jo 10adsa1r  ur SIOIAISS 18310 BAUDY
Aq VEHNS9 01 pue[ JO Sa10e {1 JO 3sed[

o1 Suneler 95z‘g9L‘s sysy Jo Junowe uy(I

‘MITADI
10] popiaoid s1m spusumoop Sunioddns
ou yorgm I0j Ieek o) Suunp I9pud AP
Aq apeur seam 691810612 SUS Jo yuawked (11

pred jou
sem § IoqUINN 9)eounIa0 juswied wisul
1epun p1] uoneiodio) oIpAYourg o3 spunj
yedisjunods wox Ieek oy Suunp 3d[qeded
seAm TYOIYM $9Z°0S9°8E SUSI Jo Junowre uy (1
‘saT[eWOUR JUIMO[[OF 3} Po[BaAI SISATEUR S[[Iq
Burpuad Jo Ma1Ad1 B “10AIMOY “[Z0T 2unf Of 18

Se $€L°687°0T6° 1 SUSI] Jo 2due[eq s[iq Furpuad
B S109[J=a1 Sjuaurale]s [eroueury aygl 01 ¢ Xauuy

s[[1g Surpua

(paajosad
aq 03 ansst
213 poadxa nod
uYM pp v )
;Puwesowl J,

(paajosay 10N
/ Pa4]0say)
:snje)s

SJUD WITI0J JUIWABBURTA]

10JIpNY WOIJ SUOIBAIIS() / INSS]

‘ON
A

7707 ‘0€ aunp papua 4vad [iouvuif a1} 10f SUNUIIVIS [VIDUDULL] PUD J10dIY [VRUUY
LOIrodd avod INVMOIA — INLIY — ONOLAN — IZAM I




14

£q posoidde sem Anuyg Apeq

‘AMATADI I3pUN
123k [eIOURUY AU} UL G9T0S9'EY
SUSY] I9YMNy € pue [Z/070T Ad
Ul 0ZT'SLL 96L SUSH JO Junoure

‘suosiad
pa0agje oY) PIM sandsip [eS9] Ul 1SAIUI
pue soSewep JO pieme y3noIlyl spuny
Burso[ ysu1 193(o1d 2y} ‘S9OURISWINOIID ) U]

‘pred usaq jou
pey yorym 109foxd oy jo uonejuswadul

e 1O JUSWANISS AQ DIOUSDIAD oyl Aq powape o1om  oym  suosiod
snonunuo)) Suro8uQ 3 3 zw " | woxy pue| yo uonisimboe 107 988°CET VY1 14
MM SIH vMWHHEMMﬁ - E.WHMMWMM Sysy JO Junowe Uue SIpN[oul JduB[eq
. oyl ° aun ' se ‘687°0T6°1
Mwm Mﬁcﬁ:< o4L mﬁ“ﬂ%ﬂ% mM%M Hwﬂm oohﬂmm s[Iq wmmnc_m%aum B
10 Hwﬂﬂwm_ . MMUW:EH mﬂ_%co g | $109p21 sjudMSjels [BIOURUY 3Y) 0F € Xouuy
Jo juowdes ul Aeep  9yL 393foad
Aq pajdagye suosiag 03 syudmided pake[a(
YILLVIA HUHLO
"S2JBOL IR0 Surpue)sino
oY} [[e JO JUSUI[IAS OJeII[IOR] O}
190fo1d 213 01 suonedo[[e Arejedpng
olelI[Ioe] 01 Amseal] [eUOnEBN
oy} pue Ansmrp juared oyl UYum
Suisrer] snunuod 0} AJuoyNy A,
"STUQUIDNE)S
(padjosad
2q 0y anssi (paajosayy joN ;
a1y poadxa nod / D24]053Y) SJUIWWI0) JUIWATRURTA] J0)IpNY W0} SUOIIBAIIS(() / INSS] .az
uaYM 2]0p v INJg) snyeg i

EINTATELT

ZzZ0Z ‘0 auny papua wad (p1ouvulf 217 40 SJUIWIIIVIS [VIDUDUL] PUD 140d2Y] JDHUUY

LOHIO¥d AVOH INVMOIN — INLI — OWOLNN — IZAM TN




(44

judmdoaAa(] ‘1039311 a_u.m._aﬂow 10322.11(]
uonqQ SAAEYD Suy n3dnpN nsunyj Sugy

e

LT

a

uoreoo[[e A1e1e8pnq JuaIdIINs
ySnoryy pomnes Apdword oI
Aem Jo syySu jo uonisnboe se
[[2M Se 10j0BIUOD oY1 Aq pasiel
S[[Iq pue seol0AUl Juanbasqns
se [[oM SE S[[Iq 3yl JO 2doue[eq
oyl eyl 9INSUd 0} JINOABIPUD
M Ansturr juered 9y
M uosiel] Ul ‘Auoyiny Syl
“WAY) JJoUdq

mj Aq [[M PpeOl padoruLIe)
© JO S}1Joudq Y3 Jeyl JulIopIsuod
sqvd 2y Aq pooiSe sem SIyJ,
‘sjuowdo[oAop OU 2I9M 219U}
2IoUM SUOIPAS U0  A[[eroadss
‘uorjonnsuod peol jo sasodind
I0] Uode} 2q PpInNOd pue| IAUI
1) paa1se sJvd 2yl pue DIN

(paajosad

29 0} anssi (paajosay 10N 0
a1y 1oadxa nod / P24]0os3y) SJUdWUIOD JUSUIISBUBTA I0JIPNY WOJJ SUOIJBAIIS(Q /dNSS] | | N
uaysm 2J0p v ) snyels PY
IQUIBIJOUIL ],

7207 ‘0 aunf papua 4vad (p1ouvuif 2y} 10f SJUWAIVIS [VIUVUL] PUD 140d2Y [VHUUY
IDAroyd avoyq INVMOIN — INLDT — OWNOLAW — IZAMIIN



£C

0L0‘6VE 66€ 0£€6°059°06 000°000°06¥ sjuaWAEJ [610],
e S)osse [erouBulj
0£L 728506 ~uou Jo uonismboy
PHAIAMIE) AIIURIREAUE | ‘6v€°66¢ 000°000°06¥ .
1afoxd o jo wontod Yueg wixy il WUl'oreios S20IAISS pue
00Z°89 Spoo03 Jo aseyaing
AOgad/VIA dHL ODNIENA SLNINAVd
0L0°6VE°66€ 0£6°0S9°06 000°000°06¥ s1d1aoaa rejo
Paje[dwod A[fenuelsqns - o .
12loid ot Jo uonuod yueg wIxyg %C1 GESLO0 ECE SOy CE6 9F 000000 00% SuroueUul [BUIAXY
109[o1g 21 Jo Surpels
isureSe aje8nmu o) 1opio ur PJpng ukus
30D TT/1T0T Ad Isurede JTAY %6V CES 18T 9P COPBIL EY 000°000°06 0 JUOUILID >oM
woy SJupmog [ewsu] y3nomp i g
[Z/020C Ad Ul pazIun sjunoury
JOI¥dd/dVHA HHL ONIENA SLdIHOHd
% ©/q=p q-8=0 q b
18png
reutd JdueLIe sised
JIUELIEA UO SJUIWUIO)) | 0] RDUBLILA HEA s[qeaedumo) 1P8png eurg
uonesIuN uoyusHB 323png uo
s [eny
30 %

CC0TIT0T AL YO SINNOWY TVALOV ANV LIDANT TAILVIVJINOD - SNOLLVNVTIXH HONVIIVA - I XANNV

SEHXHANNV VI

ZzZ0Z ‘0§ aunp papua vad [p1ouvutf 2y 40 SIUIWAIDIS JDIUDUL] puD JiodaY [pnuuy
LOArOdd avoyd INVMOIA — INLII — OWOLNNA — IZAMIIN



KIBWEZI - MUTOMO — KITUI - MIGWANI ROAD PROJECT
Annual Report and Financial Statements for the financial year ended June 30, 2022

ANNEX 2 - RECONCILIATION OF INTER-ENTITY TRANSFERS

Break down of Transfers from the State Department of Infrastructure

Indicate the FY to which the

Bank Statement Date Amount (KShs)
amounts relate
a. | Government Counterpart
09/07/2021 16,800 | FY 2021/22
09/07/2021 51,400 | FY 2021/22
14/07/2021 25,766,843 | FY 2021/22
14/07/2021 12,883,422 | FY 2021/22
20/09/2021 4,698,274 | FY 2021/22
18/10/2021 86,208 | FY 2021/22
18/10/2021 215,518 | FY 2021/22
Total 43,718,465
b. | Direct Payments
NONE .
Total -
c. | Others
NONE 5
Total =
TOTAL(at+b+c) 43,718,465
i 1 S
Eng. Kungu Ndungu CPA/(fhanjc Kera
Director General Deputy Director (F&A)

Date
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