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1. Acronyms and Glossary of Terms

CBK
NTSA
TIMS
HoAGDP
GoK

ICPAK

IPSAS

NT

PFM

PSASB

WB
Comparative FY
MOTIHUD
IDA

OSHA

EMCA

Central Bank of Kenya

National Transport and Safety Authority

Transport Integrated Management Systems

Hom of Africa Gateway Development Project

Government of Kenya

Institute of Certified Public Accountants of Kenya

International Monetary Fund

International Public Sector Accounting Standards

National Treasury

Public Finance Management.

Public Sector Accounting Standards Board '
World Bank

Financial Year preceding the current Financial Year

Ministry of Transport, Infrastructure, Housing & Urban Development
International Development Association

Occupational Safety and Health Act

Environmental Management and Coordination Act
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2. Project Information and Overall Performance
2.1 Name and registered office

Name
The project’s official name is Horn of Africa Gateway Development Project.

Objective
The Overall Project Development Objectives for HOAGDP are to:
a) Improve Movement of People, Goods and Access to Digital Connectivity.
b) Facilitate Regional Trade and Transport
c) Improve Access to Selected Basic Social Services at Designated Locations
d) Institutional Strengthening of selected Transport and Related Institutions.
The main objective for NTSA Activities under the project is to Strengthen
Institutional Capacity to oversee road safety initiatives.

Address

NTSA Head Office, Upper Hill-Nairobi, Nairobi County, Kenya.
Office of the Director General,

National Transport and Safety Authority,

316 Upper Hill Chambers, 2™ Ngong Avenue:

P.0.BOX 3602-00506, Nairobi.

Contacts: The following are the project contacts
Telephone: (020)6632123/ (020)6632243
E-mail: dg@ntsa.go.ke

Website: www.ntsa go ke
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Project information and overall performance (continued)

2.2 Project Information

Project Start Date: 22.12.2020

Project End Date: 31.12.2028

Project Manager: Mr George Njao

Project Sponsor: Government of Kenya and the World Bank

2.3 Project Overview

Line Ministry/State | The Ministry of Interior and Coordination of National

Department of the project S

Project number P161305/6768 KE

Strategic goals of the project | The strategic goal of the project is to Strengthen the Institutional
Capacities of National Transport and Safety Authority (NTSA)

Other important background | The project has six implementing entities and 21 beneficiary

information of the project | Agencies. The total loan facility of USD 750Million was
approved by the World Bank on 8th September 2020, as was
communicated through a press release by the Cabinet Secretary,
MOTIHUD. NTSA, as an implementing entity and the Bank
approved USD 28Million including USD 4Million from GoK
for NTSA under HOAGDP. As an implementing entity, NTSA
signed a subsidiary agreement with the Bank on 5th November
2020. Project effective date was 22nd December 2020, and
project commenced thereafter. .

Project duration 8 years

vi
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Project Information and Overall Performance (Continued)
24 Bankers

The following are the bankers for the current year:
(i) Kenya Commercial Bank Ltd
'Capitol Hill Branch
P.O Box 4360-00100
Nairobi, Kenya.

(ii) Central Bank of Kenya
Haile Selassie Avenue
P.O.BOX 6000-00200
Nairobi, Kenya.

2.5 Awuditors

Office of the Auditor General
Anniversary Towers

P. 0. Box 30084-00100
Nairobi, Kenya.

2.6 Roles and Responsibilities
The followi ing on the project.

Bachelor of Science Oversight

degree from Central Committee (POC)
Missouri State

University, USA.

e Has over 15 years’
experience in the
transport sector

specifically in safety
management
Ms. Beatrice Deputy e PhD in Strategic Project
Olwa Director management Inplementation
Corporate (ongoing). Team Lead
Research, e A holder of Master
Strategy  and of Arts in Planning,
Planning and
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¢ Bachelor of Arts in
Economics and
Mathematics

e A Monitoring and
Evaluations expert

e A strategist

e Public policy and
research expert
EIA/EA Lead Expert
Has a certificate in
project planning and
management.

e Over 20 years’
experience in
planning and
management.

Mr.  Nashon Deputy e Masters of Science Deputy PIT Lead
Kondiwa Director ICT in Electrical and ICT Expert
Engineering :

e Masters of Science
In
Telecommunication
Engineering

e Bachelor of Science
in Computer

e 17 Years Experience

’ in ICT Solutions
Design, Operations
and Project
Management.

e A member of the
Project Management
Institute (PMI)

Opere Joel Deputy e Eng. Opere is a Vehicle Inspection
Akomo Director Motor Professional Expert

Vehicle Engineer with
Inspection Engineers Board of
Kenya, Corporate
Member and a

viii
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Technical

Committee member
of Leadership and
Capacity
development
Committee of the
Institution of
Engineers of Kenya.
e He has an experience
of over 14 years
 PhD in Climate
Change and
Adaptation
(ongoing)-
University of
Nairobi
e Masters of Science
in Energy
Management- UoN
* Bsc in Mechanical

JKUAT
* Diploma in
Mechanical

JKUAT

Eng. Christine Deputy o Eng. Christine Ogut Road Safety Audit

Ogut Director Road is a Professional Expert

Safety Audit Engineer with
Engineers Board of
Kenya, Corporate
Member and a
Council Member of
the Institution of
Engineers of Kenya.

e She holds a Bachelor
of Science Degree
(Civil Engineering)
from University of
Nairobi

» A Master of Science
Degree in Urban
Infrastructure
Engineering

ix
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Management  from

UNESCO-IHE,
Delft, Netherlands

e Diploma in
Environment and
Public Transport
Management from
Vagoch  Transport
Forsknings Institute
(VTD)  Linkoping,
Sweden.

e She is a Road Safety
Auditor and Trainer

of Trainees.
Mr. Deputy e Master’s in Business Procurement
Shalakha Director Administration specialist
Shem Supply Chanin (Procurement  and
Management Supply Chain
Management)
e Bachelor of Science
in Purchasing &
Supplies
Management

e Graduate Diploma in
Procurement &

Supply (CIPS)
Mr. Deputy e Masters in Business Finance Specialist
Wycliffe Director Administration
Wasike Finance e Bachelor of
Commerce
e Certified Public
Accountant (CPA-K)
e Certified Public
Secretary (CPS-K)
Ms. Deputy e Bachelor’s degree Human Resource
Margaret Director e Higher Diploma in expert
Resource & Management
Administration e Certified HR

Practitioner (CHRP-
K)
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e MBA (Double

Majors)- Human
Resource
Management  and
Strategic
Management
Mr. Deputy e Master’s in finance Road safety expert
Wilson Director e Master of Arts in
Tuigong Safety Economics
Compliance & e CPAK)
Driver
Training &
Testing
Dr. Deputy o Dr Kibogong is a Road Safety
Duncan Director holder of Bachelor of Expert
Kibogong Safety Medicine and
Programmes & Bachelor  Surgery
Public (MB, ChB) from
Education University of
Nairobi)
e Master of Public
Health.
s Master of Science in
Strategic
Management (MSc
Strategic
Management) from
JKUAT.
» Post Graduate
Course Certification
in Road Safety from
the International
Road Safety Institute
based at Delft
University of
Technology.
e He is also
certification on Road
Traffic Injury
Prevention and
Control in Low and
Middle Income
Countries
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from Johns Hopkins
University, USA.

e He Previously
worked in road
Safety programmes
at the World Health
Organization
(WHO).

Mr. Julius Corporate e Bsc Supply Chain Monitoring  and

Kihara Strategy & Management Evaluation Expert

Planning e CPA finalist

Officer e Msc Monitoring and
Evaluation (M&E)
ongoing.

¢ M&E Expert for the
project

2.7 Funding summary

The Project is for duration of 8 years from 2021 to 2028 with an approved budget of EUR
25M equivalent to KShs 3.2B as highlighted in the table below:

Xii



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

Project information and overall performance (continued)

Below is the funding summary:

Al

Source of Funds

xiii

(i) Loan

International Development

Association WorldBank) | 2) 400000 | 2,737.569.320| 8,880,338 | 1,222435,696 | 12,519,662 | 1,515,133,624
(ii) Counterpart funds

S—— 3619237 | 462,986,577 108018 | 15,000,000 |  3,511219] 447,986,577
Total

. 25,019,237 | _3,200,555,897 | 8,988,356 | 1,237,435,696 | __ 16,030,881 | 1,963,120,201 |
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Project information and overall performance (continued)

B. Application of Funds

(i) Loan
International Development o
——— 8,880,338 | 1,222,435,696 | 6,929,600 962,285,174 1,950,738 | 260,150,522
(7) fonnterpart R
funds
Government of Kenya
108,018 | 15,000,000 75,386 10,468,536 32,632 4,531,464
Total 8,988,356 | 1,237,435,696 | 7,004,986 972,753,711 1,983,370 | 264,681,986

X1iv
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Project information and overall performance (continued)
2.8 Summary of Overall Project Performance:

i) The Project activities are in various stages of implementation. There are some
which are yet to commence, others are in procurement process while others are
nearing completion. Specific status is as detailed under Statement of Performance
against Project’s Predetermined Objectives (Number 3. Of Table of Contents)

ii) The value-for-money has been achieved through the activities that have been

carried out so far as

iii) The absorption rate for the current Financial Year is 72% against 81% in FY
2022/23 and that of FY 2021/22 which was 58%.

iv)  Implementation challenges include interdependency of various activities whereby
a challenge that leads to delay of the activity will result in delay of another
activity(s).

2.9 Summary of Project Compliance:
No issues of non -compliance has been encountered so far.
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3. Statement of Performance against Project’s Predetermined Objectives
Introduction
Section 81 (2) (f) of the Public Finance Management Act, 2012 requires that, at the end of
each financial year, the Accounting Officer when preparing financial statements of each
National Government entity in accordance with the standards and formats prescribed by the
Public Sector Accounting Standards Board includes a statement of the national government
entity’s performance against predetermined objectives.

The key development objective of the Project’s Agreement is to strengthen NTSA capacity
through implementation of the following project activities:
a) Upgrading and reconfiguration of the Transport Integrated Management System
(TIMS)
b) Automation of motor vehicle inspection centres and a driving school.
c) Carrying out research on road safety management (safe systems approach) to
establish baseline data on road safety performance indicators in Kenya.
d) Strengthening of NTSA management information systems and building NTSA’s
institutional capacity in monitoring, evaluation, and learning,
¢) Enhancing NTSA capacity in: carrying out road safety audits, evaluation of road
designs, identification of hazardous locations based on crash data, recommending
remedial measures appropriate for hazards, and post audit evaluation of hazardous
locations; (ii) facilitating NTSA contribution in harmonization of safety regulations
among similar agencies in East Africa and Horn of Africa and in development of
specific road safety rules and regulations for transit traffic within the region and
specifically for the transport of hazardous materials on regional road corridors; and
(iii) undertaking public sensitization and awareness on road safety matters and
design of improved protocols/guidelines for emergency response.
Progress on attainment of strategic development objectives
For purposes of implementing and cascading the above development objectives to specific
sectors, all the development objectives were made specific, measurable, achievable, realistic
and time-bound (SMART) and converted into development outcomes. Attendant indicators
were identified for reasons of tracking progress and performance measurement:

Xvi
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Below we provide the progress on attaining the stated objectives:

Projectors.

Infrastructure for

No. | Project Activities Objective Outcome Indicator Performance/Milestones
1. | Project Name: KE- | The Project objective is to address | Having Reliable and | % of project
NTSA-204278-GO- reliability and capacity challenges | secure ICT | completion ¢ 100% complete.
RFB/Supply, Delivery | of TIMs. It is categorized into 5 | Infrastructure for e Defects & Liability Period phase
and Installation of | lots: efficient Service completed; snag items completed.
Primary Data Centre | ¢ LOT 1: Supply Delivery and | delivery :
core Infrastructure Installation of Primary Data " meﬁzcn;eldwt::pcmhoml
switches, Servers, Centre Core Switches,
Storage, Intelligent Servers, Storage and Data
racks, Virtual Desktop Centre Firewall Upgrade
Infrastructure and | « LOT 2: Supply Delivery and | Having Reliable and | % of project ¢ 100% complete
associated devises. Installation of Integrated Data | secure ICT | completion e Construction works — Completed.
Centre Inftastructure/ |  Infrastructurs for e Facility handed over to NTSA.
Intelligent Racks for Primary | efficient Service Handover certificate signed
Data Centre delivery e
¢  User training completed
e Defects & Liability period phase
completed
Snag items completed
project in the operational phase
under SLA
Lot 3: Supply and Installation | Having Reliable and | % of project
of Virtual Desktop | secure ICT | completion 100% complete
Infrastructure Solution Infrastructure for Devices (400 nodes) ordered &
efficient Service delivered.
delivery Citrix Desktop Virtualization
Deployment & testing complete.
LOT 4: Supply and Delivery of | Having Reliable and | % of project 100% completed and signed off.
200 Laptops, 40 Printers and 5 | secure ICT | completion

Xvii
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No. | Project Activities Objective Outcome Indicator Performance/Milestones
efficient Service
delivery
LOT 5: Provision of Cloud | Having Reliable and | % of project 100% Complete and operationalized.
Services for High Availability | secure ICT | completion Under maintenance period
Architecture Infrastructure
2. |Project Name: KE-|NTSA aims to implement an | e Enhanced efficiencyin | % of project Project completion at 81%
NTSA-204305-GO- intelligent road safety | Road Safety | completion Onboarding of Vendors and
RFB /Supply, delivery | management system to capture | Management Operators is at 100%.
and installation of | traffic data and automate Control Management Centre (CMC)
intelligent road safety | enforcement of traffic laws along | e Improved Road User delivered 100%.
management application | the transport corridor. behaviour Installation of Software done both
and monitoring centre. front and back end.
3. |Project Name: KE- | To efficiently manage ongoing | Having Reliable and | % of project Security Vulnerability Assessment at
NTSA-216855-CS- ICT projects and ensure quality | secure ICT | completion 100%
QCBS / Consultaf:cy assurance. Inﬁ-a.smxcmrc for e Completed documents signed off.
Services for Project cfﬁ-cu:nt Service e Network & Sy | Inf s
Max?agcment to Support delivery Assessment at 100%
National Transport and .
Projects Implementation e All deliverables achieved.
and Quality Assurance
4. Project Name: KE- | Procurement of a vehicle to | Enhanced Mobility Vehicle e Vehicle procured in the first year of project
NTSA-204331-GO- support Road Safety audits Purchased. and it in use.
RFQ / Procurement of
motor vehicle
Contract type: Goods
5. | Project Name: KE- | The main purpose of this activityis | Having Reliable and | % of project
NTSA-231634-CS- to define appropriate standards, | secure ICT | completion e The project was completed and closed.

Xviii
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No. | Project Activities Objective Outcome Indicator Performance/Milestones
INDV/  Consultancy | framework,  guidelines  and | Infrastructure for ¢ Final report available.

Services for Design | delivery of a new Enterprise | efficient Service ¢ The recommendations have informed
Enterprise Architecture | Architecture for NTSA services | delivery the second phase of TIMS re-
of ICT Systems and | that cover the four main ; :

Services for Optimal | architecture  domains  (i.c. - .

Service Delivery and | business, data, application &

Operations technology).

(International

Consultant)

Contract type:

Consultancy

6. | Project Name: KE-| The main was to review existing | Having Reliable and | % of project
NTSA-231640-CS- architecture, impand lemented | secure ICT | completion ¢ The project was completed and
INDV systems, both hardware and | Infrastructure for closed.

Consultancy  Services | software. efficient Service ¢ Final report available.

for Design of Enterprise delivery ¢ The recommendations informed the
Architecture of ICT second phase of TIMS re-
Systems and Services engineering.

for Optimal Service

Delivery and Operations

(Local Consultant)

7. | Project Name: KE- | Main objective is to develop the | Enhancing an efficient | % of project | Project completion at 99%
NTSA-238600-CS- second NTSA strategic Plan 2023- | Road Management | completion | & Final draft of the M&E framework
QCBS / Consultancy | 2027 and related Monitoring, | System and Road User was submitted on 11th October 2023
services for Review and | evaluation, and learning | behaviour o Final draft copy of the strategic plan
Development of NTSA | framework. submitted to NTSA.

Strategic Plan, Strategy

Xix
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No. | Project Activities Objective Outcome Indicator Performance/Milestones
Monitoring, Evaluation, e The NTSA strategic plan was finalized
and Leaming and approved by the Board.

Pramework eIt’s currently being designed for
o ™ —
tancy

8. | Project Name: KE- Automate Thika Motor | Enhancing an efficient | % Of project e Phase 1 for the design of a model
NTSA-231676-CS- Vehicle Inspection Center and safer vehicles | completion MUVI centre is 100% complete.
QCBS / Consultancy Build a model Driver | management system ¢ The final designs were submitted
Services for Design and Training and testing Unit. and accepted.

Supervision of Works e Provided technical support during
for Motor Vehicle the evaluation of bids for works
Inspection and Driver and development of master list.
Testing Centre in Thika e Phase two contract has been
Town (Phase 1 & 2) __signed.

9. Automate Thika Motor | Enhancing an efficient | % Of project
Project name: (KE- Vehicle Inspection Center | and  safer  vehicles | completion e Construction Commenced on 8"
NTSA—338830—(?W - Build a model Driver | management system January 2024.

RFB). Constn.lctmn Training and testing Unit. e Delays occasioned by County
of Motor Vehicle approvals have been cleared.
Inspection and Driver e The works are ongoing
Testing Centre in

Thika Town-Kenya.

Contract type:

Works, Goods.

10. | Project Name: | Automate additional four test lanes | Enhancing an efficient | % Of project | ¢ Design and tender documents
Consultancy  Services Likoni-Rd. motor vehicle | and safer  vehicles | completion submitted to NTSA
for Review of Design for | inspection center management system

XX
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No. | Project Activities Objective Outcome Indicator Performance/Milestones
Additional Four e Phase I for Design of four Inspection
Inspection Lanes, and Lanes is 100% complete.

Suparvision of Works at o Phase II of Supervision of works
Likoni Road Motor ongoing,

Vehicle Inspection

Centre, Nairobi

11. | Project name: KE- | Automate additional four test lanes Enhancing an efficient | % Of project | ¢ Contract signed on 31% May 2024,
NTSA-351726-CW- |at Likoni-Rd. motor vehicle | and safer  vehicles | completion
RFB.Construction inspection center management system ¢ Commencement letter issued.

Works at Likoni &
Motor Vehicle ¢ Works to commence on 24" June
Inspection Centre. 2024.

Contract type:

Works, Goods

12. | Capacity Building for | To enhance NTSA capacity Enhanced road safety | Number A total of 189 staff trained in FY2022/23.
NTSA staff management trained Amount spent on training KES 48,166,447.

A total of 209 staff trained in FY2023/2024.
Amount spent on training KES 37,837,954

spent on training.




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

4. Environmental and Sustainability Reporting
NTSA was established under the NTSA Act No.33 of 2012 with a purpose to: (i) Harmonize

operations of key institutions in the road transport subsector, (ii) Improve service delivery; and
(iii) Enhance road safety. NTSA as the body charged with the responsibility for ensuring the
provision of safe, reliable and efficient road transport services; and administering the Act of
Parliament set out in the First Schedule and any other written law, among other responsibilities
is obliged to safeguard the realization of safety targets as set out locally or adopted
internationally by the country. The main one being reduction of fatalities and injuries arising
from road crashes. Highlight of activities that drive sustainability are as follows:

5. Sustainability strategy and profile
Motorized transport has become the most preferred means of transport. As people use this

preferred mode, they equally expose or subject their lives and property to danger and risks.
According to the World Health Organization estimates, about 1.2 million people are killed
annually on the roads and up to 50 million are injured worldwide. 90 per cent of these deaths
and injuries occur in developing countries such as Kenya, which incidentally claim less than
a half of the world registered vehicle fleet. Should the trend continue, the number of people
injured or killed on the roads will keep on rising and NTSA as the Authority in charge of
Road safety has put in place measures to help reduce the trend. The sub-component D4 is
specifically aimed at improving Road Safety by leveraging on Technology to ensure
Compliance with Road Transport Rules and Regulations, both nationally and regionally
using global parameters.

The African Union (AU) enacted the UN Decade of Action along with many other African
countries including Kenya. Together with the United Nations Economic Commission for
Africa (UNECA), the AU defined the African Road Safety Action Plan 2011-2020 which
was built on five pillars aligned with the Safe System Approach and include: Road safety
management; Safer roads and mobility; Safer vehicles; Safer road users; and Post-crash
response. Through HOAGDP, the Authority will coordinate and lead a team to implement
interventions aligned to all the five pillars of road safety through leadership and a
comprehensive coordination mechanism as spelt out in National Road Safety Action Plan.
Selected initiatives in the National Road Safety Action Plan including research on safe

oo
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systems, public education programmes targeting behavioural change and regional
integration, will be implemented under HOAGDP support.

6. Environmental performance
The Authority has a total of 17 motor vehicle inspection centers across the country. Through

support from the World Bank, NTSA automated two motor vehicle inspection centers,
namely Nairobi - Likoni and Mombasa-Miritini Road Inspection centers. In the remaining
15 inspection centers are manually operated. Section 16(2) of the Traffic Act Cap 403
requires that “Every vehicle more than four years old from the recorded dated of manufacture
shall be subjected to inspection by the motor vehicle inspection unit”, which means that over
three million vehicles in Kenya are supposed to be inspected annually. However, given the
current capacity of the 17 inspection centres, NTSA can inspect a maximum of 400,000
vehicles (public and commercial service vehicles) leaving approximately 2,600,000 vehicles
(mainly private) uninspected annually. NTSA plans to develop Regional Model for motor
vehicle inspection in Thika town to act as centres of excellence. The main features for the
planned test lanes include Brake testers, headlight testers, display unit, and most importantly,
motor vehicles and reduce the impact of noise and air pollution on human health.

7. Employee Welfare
The Authority has put in place the Gender & Disability Mainstreaming Committee and

career Progression policy to guide its recruitment processes and daily affairs

NTSA as an employer has a primary duty under Occupational Health, & Safety Act-
OSHA 2007 and Environmental Management and Coordination Act (EMCA 1999) to
“take every precaution reasonable in the circumstances for the protection of a worker and
the natural environment”’. In order to fulfil these regulatory requirements; NTSA has
developed a Safety, Health and Environment policy document which outlines the policy
framework under which Safety, Health and Environment is managed. The policy has the
following objectives.

a) Zero injuries, fatalities and occupational illnesses.

b) Minimizing negative impact to the environment.
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c) Zero damage to property and/or equipment.
The Authority is fully compliant with the Occupational Safety and Health Act of 2007, (OSHA).
In an effort to comply with the gender rule the Authority formulated the gender and disability
mainstreaming policies and by extension a committee to guide and implement gender and
disability matters in the Authority. These are key performance indicators in the performance
contracting, which the Authority is currently compliant on. '

Training has been assigned a specific budget line to promote capacity building of staff in
diversified fields. To promote professionalism and retention of critical staff a practice has been
established where annual subscription and continuous development programmes are shouldered
by the Authority for the benefit of the professional staff. This in turn has enabled them to be in
good professional standing.

8. Market place practices-
The project should outline its efforts to;

a)

b)

c)

Responsible supply chain and supplier relations;

The Authority is guided by the Public Procurement Regulatory Act 2015 and World
Bank Procurement Regulations when undertaking our procurement processes. We
respect our suppliers and give equal opportunity to all without discrimination (gender
or disability). Our procurement processes are transparent and our suppliers are paid
within the stipulated timelines.

Responsible ethical practices;

The Authority has automated all the services on the Transport Integrated Management
Systems (TIMS) an online self-service portal where clients create and manage their own
individual accounts by using their personal information. As outlined in the Authorities
Service Charter, the services offered indicate the costs and timelines for acquiring the
services thereby managing customer expectations regarding the delivery of services,
standards of quality and conflict resolution. The Authority undertakes all its activities
in an ethical manner and in line with the requirement of relevant laws and regulations.

Regulatory impact assessment
Safeguard citizen and stakeholder s rights.

XXiv
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9. Community Engagements
National Transport and Safety Authority exists to continuously improve on road safety for
all users through planning, managing and regulating the road transport system transform
lives. This is our purpose; the driving force behind everything we do. It’s what guides us
to delivery our strategy, which is founded on four strategic pillars: Service orientation,
internal business processes. People focus and financial sustainability. Below is a brief
highlight of our commitment in each pillar.

In the year under review, the programs undertaken were of ICT related and as such did not
have direct community engagement related activities. They entailed procurement of
systems and related wares.
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10. Statement of Project Management Responsibilities
The Director General NTSA and the Project Coordinator for HOAGDP are responsible for the
preparation and presentation of the Project’s financial statements, which give a true and fair
view of the state of affairs of the Project for and as at the end of the financial year ended on
June 30, 2024.

This responsibility includes (i) Maintaining adequate financial management arrangement
and ensuring that these continue to be effective throughout the reporting period;
(ii)Maintaining proper accounting records, which disclose with reasonable accuracy at any
time the financial position of the project; (iii)Designing, implementing and maintaining
internal controls relevant to the preparation and fair presentation of the financial statement,
and ensuring that they are free from material misstatements, whether due to error or
fraud;(iv) safeguarding the assets of the project; (v)Selecting and applying appropriate
accounting policies; and (v)Making accounting estimates that are reasonable in the
circumstances.

The Director General NTSA and the Project Coordinator for HOAGDP accept responsibility
for the Project’s financial statements, which have been prepared on the Cash Basis Method of
Financial Reporting, using appropriate accounting policies in accordance with International
Public Sector Accounting Standards.

The Director General NTSA and the Project Coordinator for HoOAGDP are of the opinion that
the Project’s financial statements give a true and fair view of the state of Project’s transactions
during the financial year ended June 30, 2024, and of the Project’s financial position as at that
date. The Director General NTSA and the Project Coordinator for HOAGDP further confirm
the 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 the adequacy of the
systems of internal financial control.

The Director General NTSA and the Project Coordinator for HOAGDP confirm that the
Project has complied fully with applicable Government Regulations and the terms of external
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financing covenants, and that Project funds received during the financial year under audit were
used for the eligible purposes for which they were intended and were properly accounted for.

Approval of the Project financial statements

The Project financial statements were approved by the Director General and the Project

Coordinator for HoAGDP on 2024 and signed by them.
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REPUBLIC OF KENYA

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

OFFICE OF THE AUDITOR-GENERAL P:0. Box 30084-00100
: : ; NAIROBI
Enhancing Accountability

REPORT OF THE AUDITOR-GENERAL ON HORN OF AFRICA GATEWAY
DEVELOPMENT PROJECT (IDA CREDIT NO. 6768 KE) FOR THE YEAR ENDED
30 JUNE, 2024 - NATIONAL TRANSPORT AND SAFETY AUTHORITY

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

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

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, risk
management environment and internal controls, developed and implemented by those
charged with governance for orderly, efficient and effective operations of the entity.

An Unmodified Opinion is issued when the Auditor-General concludes that the financial
statements are fairly presented in accordance with the applicable financial reporting
framework. The Report on Financial Statements should be read together with the Report
on Lawfulness and Effectiveness in the Use of Public Resources, and the Report on
Effectiveness of Internal Controls, Risk Management, and Governance.

The three parts of the report aim to address the Auditor-General's statutory roles and
responsibilities as provided by Article 229 of the Constitution, the Public Finance
Management Act, 2012, and the Public Audit Act, 2015. The three parts of the report
when read together constitute the report of the Auditor-General.

REPORT ON THE FINANCIAL STATEMENTS
Opinion

| have audited the accompanying financial statements of Horn of Africa Gateway
Development Project (IDA Credit No. 6768) set out on pages 1 to 24, which comprise of

Report of the Auditor-General on Horn of Africa Gateway Development Project (IDA Credit No. 6768 KE) for the
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the statement of financial assets as at 30 June, 2024 and the statement of receipts and
payments, statement of cash flows and statement of comparison of budget and actual
amounts for the year then ended and a summary of significant accounting policies and
other explanatory information in accordance with the provisions of Article 229 of the
Constitution of Kenya and Section 35 of the Public Audit Act, 2015. | have obtained all
the information and explanations which to the best of my knowledge and belief, were
necessary for the purpose of the audit.

In my opinion, the financial statements present fairly, in all material respects, the financial
position of Horn of Africa Gateway Development Project (IDA Credit No. 6768) as at
30 June, 2024 and of its financial performance and its cash flows for the year then ended,
in accordance with International Public Sector Accounting Standards (Cash Basis) and
comply with the Financing Agreement No0.6768 KE between the International
Development Association (IDA) and the Republic of Kenya dated 7 October, 2020 and
the Public Finance Management Act, 2012.

In addition, the special accounts statements present fairly, transactions for the year, and
the closing balance have been reconciled with the books of account.

Basis for Opinion

The audit was conducted in accordance with International Standards for Supreme Audit
Institutions (ISSAIls). | am independent of the Horn of Africa Gateway Development
Project (IDA Credit No. 6768) Management in accordance with ISSAI 130 on the Code of
Ethics. | have fulfilled other ethical responsibilities in accordance with the ISSAI and in
accordance with other ethical requirements applicable to performing audits of financial
statements in Kenya. | believe that the audit evidence | have obtained is sufficient and
appropriate to provide a basis for my opinion.

Emphasis of Matter
Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects final receipts budget
and actual on a comparable basis of Kshs.360,000,000 and Kshs.328,230,749
respectively resulting to an under-funding of Kshs.31,769,251 or 9% of the budget.
However, the Project spent Kshs.257,684,045 against actual receipts of
Kshs.328,230,749 resulting to an under-utilization of Kshs.70,546,704 or 21% of actual
receipts.

The under-funding and under-utilization may have affected the planned activities and may
have impacted negatively on service delivery to the public.

My opinion is not modified in respect of this matter.
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.
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Other Matter
Unresolved Prior Year Matter

In the audit report of the previous year, an issue was raised on Budgetary Control and
Performance. However, the Project Management has not resolved the issue or given any
explanation for failing to adhere to the provisions of the Public Sector Accounting
Standards template.

Other Information

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

In connection with my audit on the Horn of Africa Gateway Development Project (IDA
Credit No.6788 KE) Project’s financial statements, my responsibility is to read the other
information and in doing so, consider whether the other information is materially
inconsistent with the financial statements or my knowledge obtained in the audit or
otherwise appears to be materially misstated. If based on the work | have performed, |
conclude that there is a material misstatement of this Other Information, | am required to
report that fact. | have nothing to report in this regard.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN THE USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the effect of the matters described in the Basis for Conclusion on
Lawfulness and Effectiveness in the 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

1. Undrawn Loan Balance and Unutilized Loans

The Project Information and Overall Performance on funding summary reflects donor
commitment of Euros 21,400,000 (Kshs.2,737,569,320). This amount comprises amount
received to date of Kshs.1,222435696 or 45% and undrawn balance of
Kshs.1,515,133,624 or 55% with an absorption rate for the year of 72% (2022/2023-
81%). Further, the statement of receipts and payments reflects cumulative loans received
of Kshs.1,222,435,696 and amount paid to date of Kshs.972,7563,710 resulting to an
unutilized balance of Kshs.249,681,986 or 20% of the loan received.

The undrawn and unutilized loans balance to date reflects loans advanced which are
subject to interest and other loan charges levied annually as detailed below:
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i. Commitment fee on undrawn balance equivalent to 0.5%of Kshs.1,413,153,396 for
four (4) years of Kshs.28,263,068 payable on donor commitments that are yet to be
drawn; as per Article Il paragraph 2.03 of the Financing Agreement;

ii. The service charge on withdrawn balance that was unspent of Kshs.2,637,467 or
0.75 of 1% of Kshs.351,662,213 before service charge basis adjustment as per
Article Il paragraph 2.04 of the Financing Agreement; and

iii.  The interest charge on withdrawn balance not utilized of 1.25% of Kshs.351,662,213
or Kshs.4,395,778 before service charge basis adjustment as per Article Il
paragraph 2.04 of the Financing Agreement.

In addition, the special deposit account reflected amount withdrawn but not claimed
amounting to Euros 2,425,697.45 which according to Financing Agreement was subject
to commitment fee of approximately Euros 52,351 equivalent to Kshs.7,269,769 (at the
prevailing exchange rate of 138.8659) disclosed under Note 7 to the financial statements.
No evidence was provided of loans charges exemptions in respect of the undrawn loan
balance.

In the circumstances, the slow rate of absorption of the loans implies that the public will
incur unnecessary costs in form of interest, service charge and commitment fees resulting
in wasteful expenditure.

2. Counterpart Underfunding

The statement of receipts and payments reflects counterpart funds amounting
Kshs.15,000,000 as disclosed in Note 1 to the financial statements. This amount
represents 3% of the total counterpart funds receivable from the Government by the
project of Kshs.462,986,577, an indication of an underfunding.

In the circumstances, low counterpart funding of the Project may affect the Project
financial resources resulting to inefficiencies in the Project implementation and may
impact negatively on the timely attainment of the Project strategic goals.

The audit was conducted in accordance with ISSAI 3000 and ISSAI 4000. The standards
require that | comply with ethical requirements and plan and perform the audit to obtain
assurance about whether the activities, financial transactions and information reflected in
the financial statements comply in all material respects, with the authorities that govern
them. | believe that the audit evidence | have obtained is sufficient and appropriate to
provide a basis for my conclusion.

REPORT ON THE EFFECTIVENESS OF INTERNAL CONTROLS, RISK
MANAGEMENT AND GOVERNANCE

Conclusion

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

Report of the Auditor-General on Horn of Africa Gateway Development Project (IDA Credit No. 6768 KE) for the

vear ended 30 June, 2024 - National Transport and Safety Authority
4




Basis for Conclusion
1. Delayed Project Implementation

The Financing Agreement for the Project was signed on 7 October, 2020 with an
implementation timeline of eight (8) years or ninety-six (96) months starting from
22 December, 2020 and ending on 31 December, 2028. As at 30 June, 2024, the Project
had been in the operational implementation phase for a period of forty-two (42) months
or 44% of total Project period, while the total amount disbursed was Euros 8,988,356
(Kshs.1,237,435,696) or 39% of the Project budget. Although, the funds remained
unutilized, the service charge and interest due on the loan granted to the Project
continues to accumulate whereas the Project outcomes are yet to be achieved.

There was no acceleration plan provided for audit review to confirm how the Management
planned to recover the Project period in order to align progress with time. This exposes
the Project to possible overruns and risk of not achieving the Project objectives efficiently
and within budget due to expiry of the agreed deadlines.

In the circumstances, it is doubtful that the Project would be completed within the
stipulated time frame of December, 2028.

2. Failure to Implement the Approved Project Procurement Plan

Review of records revealed that the Project had an annual approved procurement and
disposal plan of Kshs.1,314,172,000 against a final budget of Kshs.360,000,000 resulting
to a variance of Kshs.954,172,000 between the project procurement plan and budgeted
resources. Further, the statement of comparison of budget and actual amounts reflects
receipts of Kshs.328,230,748 and payments of Kshs.257,684,045 resulting to an under-
funding of the approved procurement plan by Kshs.985941,252 and an
under-implementation of Kshs.1,056,487,955 respectively which was not explained.

In addition, the adjustments of Kshs.330,000,000 on original budget as reflected in the
statement of comparison of budget and actual amounts had an equivalent commitment
fee of 0.05% or Kshs.1,650,000 payable without equivalent benefits as per Article ||
paragraph 2.03 of the Financing Agreement of July, 2020. However, documentary
evidence on revision of the procurement plan to accommodate the budgeted resources
and revised work plans was not provided for audit. Failure to prepare a procurement plan
that matches budget estimates reflects ineffectiveness in Project planning and
implementation.

In the circumstances, the effectiveness of the internal controls and risk management in
the Project implementation could not be confirmed.

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 controls, risk management and overall governance
were operating effectively in all material respects. | believe that the audit evidence | have
obtained is sufficient and appropriate to provide a basis for my conclusion.
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REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

Conclusion
As required by International Development Association, | 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;

ii. Adequate accounting records have been kept by the Project, so far as appears
from the examination of those records; and,

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

The Financing Agreement requires that | report on the legal or regulatory requirements,
or on performance information disclosed. These matters require expressing a separate
opinion as to the Project’'s compliance with laws and regulations. | 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 controls as Management determines is
necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error and for its assessment of the effectiveness
of internal controls, risk management and governance.

In preparing the financial statements, Management is responsible for assessing the
Project’s ability to continue as a going concern, disclosing, as applicable, matters related
to going concern and using the going concern basis of accounting unless Management
is aware of the intention to cease operations.

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

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

Those charged with governance are responsible for overseeing the 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

My responsibility is to conduct an audit of the financial statements in accordance with
Article 229(4) of the Constitution, Section 35 of the Public Audit Act, 2015 and the
International Standards for Supreme Audit Institutions (ISSAIs). The standards require
that, in conducting the audit, | obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatements, whether due to fraud or error
and to issue an auditor’s report that includes my opinion in accordance with Section 48
of the Public Audit Act, 2015. Reasonable assurance is a high level of assurance but is
not a guarantee that an audit conducted in accordance with ISSAls will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected
to influence the economic decisions of users taken on the basis of these financial
statements.

In conducting the audit, Article 229(6) of the Constitution also requires that | express a
conclusion on whether or not in all material respects, the activities, financial transactions
and information reflected in the financial statements are in compliance with the authorities
that govern them and that public resources are applied in an effective way. In addition, |
consider the entity’s control environment in order to give an assurance on the
effectiveness of internal controls, risk management and governance processes and
systems in accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 2015.

Further, | am required to submit the audit report in accordance with Article 229(7) of the
Constitution.

Detailed description of my responsibilities for the audit is located at the Office of the
Auditor-General's website at: https://www.oagkenya.qgo.ke/auditor-generals-
responsibilities-for-audit/. This description forms part of my auditor’s report.

FCPA a BS
AUDITOR-GENERAL

Nairobi

13 November, 2024
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12, Statement of Receipts and Payments for the year ended 30th June 2024.

2023-2024 2022-2023
Receipts Kshs. Kshs. Kshs. Kshs. Kshs. Kshs. Kshs.
o 15,000,000 15,000,000 . . -| 15,000,000
Proceeds from domestic and . ) y . N = B
foreign grants
Loan from external development
partners 211,250,521 | 101,980,227 | 313,230,748 | 440,876,797 | 229,498,424 | 670,375,221 | 1,222,435,696
Total receipts 226,250,521 | 101,980,227 | 328,230,748 | 440,876,797 | 229,498,424 | 670,375,221 | 1,237,435,696
Payments
SUREID SSRGS Bk Serions S —— .| 53428341 56,146,117 -| 56,146,117 117,844,019
Acquisition of non-financial
assets 102,220,408 | 101,980,227 | 204,200,636 | 223,471,071 | 220,498,424 | 452,969,494 | 854,768,954
Other grants and transfers 140,738
/payments 55,069 - 55,069 64,425 - 64,425 ’
Total payments 155,703,818 | 101,980,227 | 257,684,045 | 279,681,612 | 229,498,424 | 509,180,036 | 972,753,710
Surplus/ (deficit) 70,546,704 | 70,546,704 | 161,195,185 - | 161,195,185 | 264,681,986
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The accounting policies and gxplanatory notes to these financial statements are an integral part of the financial statements.
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13. Statement of Financial Assets as at 30® June 2024

Financial Assets

Cash and Cash equivalents

Bank Balances 197,664,210 125,317,543
Total Cash and Cash equivalents 197,664,210 125,317,543
Accounts Receivables 67,017,776 68,817,740
Total Financial Assets 264,681,986 194,135,283
Financial Liabilities

Net Assets 264,681,986 125,317,543
Represented By

Fund Balance B/fwd. 194,135,283 32,940,097
Surplus/(Deficit) for the Year 70,546,704 161,195,185
Net Financial Position 264,681,986 194,135,283

Theaccounungpohcxesandﬂplanaunynotes these financial statements form an integral part

of the ﬁnmcml statementssThe

-----------------------------
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I4. Statement of Cashflow for the year ended 30 June 2024

Cashflow From Operating Activities

Receipts

Transfer from government entities 1 15,000,000 -
Proceeds from domestic and foreign grants 2 - -
Total receipts - -
Payments

Purchase of goods and services 4 (53,428,341) | (56,146,117)
Other grants and transfers 6 (55,069) (64,425)
Total Payments (53,483,410) | (56,210,542)
Adjustments during the year

Prior year adjustments 12 - -
Decrease/(increase) in accounts receivable 10 1,799,964 | (36,178,853)
Increase/(decrease) in accounts payable: 11 - -
Net cash flow from operating activities (36,683,446) | (92,389,395)
Cashflow From Investing Activities

Acquisition of non-financial assets 5 (102,220,408) | (223,471,071)
Net cash flows from investing activities (102,220,408) | (223,471,071)
Cash Flow From Financing Activities

Proceeds from foreign borrowings 3 211,250,521 440,876,797
Net cash flow from financing activities 211,250,521 | 440,876,797
Net increase in cash and cash equivalents (72,346,668) | ' 125,016,332
Cash and cash equivalent at beginning of the year | 7 125,317,542 301,210
Cash and cash equivalent at end of the year 7 197,664,210 125,317,542
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18, Statement of Comparison of Budget and Actual amounts for the year ended 30" June 2024

Receipts
Transfer from Government entities 30,000,000 . 30,000,000 15,000,000 15,000,000 50%
Proceeds from domestic and foreign grants - - - - - 0%
Proceeds from borrowings 660,000,000 (330,000,000) 330,000,000 313,230,749 16,769,251 95%
Miscellaneous receipts - - - - - -
Total Receipts 690,000,000 (330,000,000) 360,000,000 328,230,749 31,769,251 91%
Payments .

Purchase of goods and services 65,000,000 - 65,000,000 53,428,341 11,571,659 82%
Acquisition of non-financial assets 624,940,000 (330,000,000) 294,940,000 204,200,636 90,739,364 69%
Other grants and transfers 60,000 . 60,000 55,069 4,932 92%
Total Payments 690,000,000 (330,000,000) 360,000,000 257,684,045 102,315,955 2%
Surplus or Deficit - - - 70,546,704 (70,546,704)

differences in the last column are explained in Annex II to these financial statements.

Note: The significant budget utilisatjon/perft
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13. Significant Accounting Policies
The principal accounting policies adopted in the preparation of these financial statements are
set out below:

a) 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.

b) Reporting entity
The financial statements are for the Horn of Africa Gateway Development Project under the
National Transport and Safety Authority. The financial statements are for the Authority’s
Homn of Africa Gateway Development Project as required by Section 81 of the PFM Act,
2012.

¢) 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.

d) Recognition of receipts
The Hom of Africa Gateway Development Project recognises all receipts from the various
sources when the event occurs, and the related cash has actually been received.
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Significant Accounting Policies (Continued)
i Transfers from the Exchequer
Transfer from Exchequer is 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 monies 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 at

the time associated cash is received.

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

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

vi) Undrawn external assistance
These are loans and grants at reporting date as specified in a binding agreement and relate to
funding for the Project currently under development where conditions have been satisfied or

their ongoing satisfaction is highly likely and the project is anticipated to
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Significant Accounting Policies (Continued)
continue to completion. An analysis of the Project’s undrawn external assistance is shown
in the funding summary.

e) 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 to 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.

iii) Interest on borrowing

Borrowing costs that include interest are recognized as payment in the period in which they
incur and paid for.

iv) Repayment of borrowing (principal amount)

The repayment of principal amount of borrowing is recognized as payment in the period in
which 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
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Significant Accounting Policies (Continued)

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.

f) 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.

g) 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.

h) 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.
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Significant Accounting Policies (Continued)
i) 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.

i) 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.

Annex 6 of this financial statement is a register of the contingent liabilities in the year.

k) Contingent Assets
The Authority 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 Authority in the notes to the financial
statements. Contingent assets are assessed continually to ensure that

11
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Significant Accounting Policies (Continued)

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.

I) 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’
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.

m) 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 approved 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 under

review has been included in an annex to these financial statements.
n) 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.
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Significant Accounting Policies (Continued)
and are disclosed in the payment to third parties’ column in the statement of receipts and
payments.

o) 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
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.

p) 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.

q) 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, 2024.

r) Prior period adjustments

year(s). During the FY 2023-24, there was no prior period adjustments.

13



Horn of Africa Gateway Development Project

Annual Report and Financial Statements for the financial year ended June 30, 2024

14, Notes to the Financial Statements

1. Transfers from Government entities

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

2023-2024 2022-2023
Counterpart funding through Ministry
of Roads and Transport
State Department for Transport 15,000,000 - 15,000,000
Total 15,000,000 2 15,000,000
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Notes to the Financial Statements (Continued)

2.  Proceeds From Domestic and Foreign Grants
During the financial period to 30 June 2024, we received grants from donors as detailed in the table below:

‘Grants from Bilateral Donors
(Foreign Governments)
Total

15



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

3.

Loan from External Development Partners
During the financial period to 30 June 2024, we received funding from development partners in form of loans negotiated by the National

Treasury as detailed in the table below:

International Development Association
(IDA)

13.02.2024

1,236,437

211,250,521

211,250,521

440,876,797

International Development Association
(IDA)

29.02.2024

649,970

101,980,227

101,980,227

International Development Association
(IDA)

International Development Association
(IDA)

International Development Association
(IDA)

Total

1,886,407

211,250,521

101,980,227 | 313,230,749

440,876,797

16
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4. Purchase of Goods and Services

Kshs Kshs Kshs Kshs Kshs
Domestic travel and subsistence 7,193,803 - 7,193,803 2,110,787 9,304,590
Training payments 37,837,954 - 37,837,954 48,166,447 86,004,401
Hospitality supplies and services 1,239,999 - 1,239,999 - 1,239,999
Specialized materials and services 5,121,851 - 5,121,851 5,868,883 16,642,752
Other Operating Expenses 2,034,734 - 2,034,734 - 2,034,734
Total 33,428,341 2 33,428,341 36,146,117 115,226,476
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Notes to the Financial Statements (Continued)
5.  Acquisition of Non-Financial Assets

Kshs. Kshs. Kshs Kshs Kshs

Construction of buildings -1 101980227 | 101080227  7.553.278 | 109,533 505
Purchase of vehicles & other transport equipment - - - 6,289,655 6,289,655
Purchase of specialised plant, equipment and machinery 101,516,158 -1 101,516,158 | 406.995.612 | 683,380,586
Research, studies, project preparation, design & 704,250 | 704250 | 37.040717| 37,774,967
supervision

Acquisition of other intangible assets ) : | 13379887 | 13,379,887
Total 102,220,408 | 101,980,227 | 204,200,635 | 452,969,494 | 854,768,952

6. Other Grants, Transfers and Payments
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Notes to the Financial Statements (Continued)
7. Cash And Cash equivalents

Bank accounts (Note 7A) 197,664,210 125,317,543
Total 197,664,210 125,317,543

The Hom of Africa Gateway Development Project has one project account spread within the
project implementation area and no foreign currency designated account managed by the National
Treasury as listed below:

A. Project Bank Accounts

Local Currency Accounts

Kenya Commercial Bank [A/c No. 1282371665] 197,664,210 125,317,543

Total bank account balances 197,664,210 125,317,543
Special Deposit Accounts

The balances in the Project’s Special Deposit Account(s) as at 30™ June 2024 are not included in
the Statement of Financial Assets since they are below the line items and are yet to be drawn into
the Exchequer Account as a voted provision.

Below is the Special Deposit Account (SDA) movement schedule which shows the flow of funds

that were voted in the year. These funds have been reported as loans/grants received in the year
under the Statement of Receipts and Payments.
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Speci sit Accounts Movement Schedule

(i) A/C Name [A/c No. 1000474847]

Opening balance

364,471,582

499,007,016

Total amount deposited in the account 240,910,569 211,183,132
Total amount withdrawn (as per Statement of Receipts & (211,250,521) (440,876,797)
Payments)

Foreign exchange gain/loss (Unrealised) (36,648.790) | (95.158.231)
Closing balance (as per SDA bank account reconciliation

e IST4R2840 | 364471582

The funds held were valued at Kshs. 357,482,840 based on exchange rate of 138.8659 thereby
indicating a gain in value of Kshs. 36,648,790. However, this gain is not realised as of 30th June

since funds were not received by the Authority.

The Special Deposit Account reconciliation statement has been attached as Appendix ii to support

these closing balances.

8. Accounts Receivables

Payments to Suppliers (Advance Payment) Opening 68.817.740 32 638.887
Balance ——— ——

Payments to Suppliers (Advance Payment) Recovered - (16,108,705)
Other Receivables (1,799,964) 52,287,558
Total 67,017,776 68,817,740
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Notes to the Financial Statements (Continued)

8b: Breakdown Advances to Suppliers

Kshs Kshs Kshs Kshs Kshs
Other Accounts
Receivable 50,487,594 | 52,287,558
— : : 2 S1.017.776 | §8.817.740

9. Fund Balance Brought Forward

Bank accounts 125,317,543 32,940,097
Cash in hand - -
Accounts Receivable 68,817,740 -
Total 194,135,283 | 32,940,097

10. Changes in Receivable

Opening Receivables as at 1* July 2023 68,817,740 32,638,887
Closing account receivables as at 30" June 2024 | 67,017,776 (68,817,740)
Change in Receivables (1,799,964) (36,178,853)
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11. Other Important Disclosures
1.  Other Pending Payables (See Annex 4)

Amounts due to third
- 76,919,054 - 76,919,054 -
Total 76,919,054 - 76,919,054 -
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15. Annexes
Annex 1: Prior Year Auditor-General’s Recommendations

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

s &nﬁwjﬁ

Project Coordinator
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Annex2 - Variance explanations - Comparative Budget and Actual amounts for FY 2023-2024

a b c=a-b d=b/a %

Receipts
Balance amount
was not

Transfer From Government entities 30,000,000 15,000,000 (15,000,000) 50% received into
the Project
Account

Proceeds from borrowings 330,000,000 313,230,749 (16,769,251) 95%

Total Receipts 360,000,000 328,230,749 31,769,251 91%

Payments
This was
affected by

Purchase of goods and services 65,000,000 53,428,341 11,571,659 82% activities that
did not
commence.
Planned project

P . activities  did

Acquisition of non-financial assets 294,940,000 204,200,636 90,739,364 69% sol SamEESs
as anticipated.

Other grants and transfers 60,000 55,069 4,932 92%

Total payments 360,000,000 257,684,045 102,315,955 T2%
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Annex 3: Reconciliation of inter-entity transfers

a. | Government Counterpart funding
Bank Statement Date | Amount (Kshs) FY to which the amounts relate
27® February 2024 15,000,000 FY 2023/24
Total 15,000,000

b. | Direct payments Bank Statement Date | Amount (Kshs) FY to which the amounts relate
29 Feb 2024 101,980,227 FY 2023/24
Total 101,980,227

¢. | Others (Loan to Project Account) | Bank Statement Date | Amount (Kshs) FY to which the amounts relate
13® February 2024 | 211,250,521 FY 2023/24
Total 211,250,521
Total (A+B+C) 328,230,748

The above amounts have been communicated to and reconciled with the Parent Ministry/ State Department of Interior & National Administration

Project Coordinator Head of Accounting Unit
NTSA Ministry of Interior & Co-ordination of National Government
Sign # Sign-----------—--

Annex 4- Analysis of Other Pending Payables
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Amounts due to Third Parties

5% Tax payable .
Kenya Revenue Authority withheld from the | 6,362,623 23.07.2022 | 6,362,623 6,362,623
Copy Cat Ltd
Retention withheld WOV i S | o000 yop | . 62,609,808 62,609,808
various contractors
Grand Total 76,919,054 - | 76,919,054 76,919,054

Annex 5 — Summary of Fixed Assets Register

Transport equipment 6,400,000 - y 6,400,000

ICT Equipment | 64,327,260 5,276,783.00 | 69,604,043

Other Machinery and Equipment 177,497,188 - 177,497,188
Work in Progress | 672,313,013 10,641,636.18 | 682,954,649

Total | 920,537,461 15,918,419 | 936,455,880

Annex 6: Contingent Liabilities Register
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Annex 7: Reporting of Climate Relevant Expenditures
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Annex 8: Reporting Disaster Management Expenditure

Programme

Sub-

programme

Disaster
Type

Category of disaster related Activity that
require expenditure reporting

(response/recovery/mitigation/preparedness)

Expenditure
item

Amount
(Kshs.)

Comments
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Annex 9: Other Support Documents
i.Bank Reconciliations statement as at 30" June 2024
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ii.Special Deposit Account reconciliation statement

HORN OF AFRICA GATEWAY DEVELOPMENT PROJECT - NTSA
STATEMENT OF SPECIAL (DESIGNATED) ACCOUNT RECONCILIATION

FOR THE YEAR ENDED 30 JUNE 2024

Credit No: IDA LOAN CREDIT NO.67680-KE (DA-D)

Bank Account No.: 1000474847 Held with CENTRAL BANK OF KENYA

NOTES AMOUNT AMOUNT
EURO EURO
|_|Amount advanced by IDA _8,600,478.38
2 |Total amount documented 3,600,478.38
3 |Outstanding amount to be documented 5,000,000.00
Represented by:

4_|Ending Special account Balance as as 30 June 2024 _2,574,302.55
5 |Amounts claimed but not credited as at 30 Junc 2024
6 |Amounts witdraen and not claimed 2,425/697.45
7_|Service Charges (if not included in lines 5 and 6 above) -
8 |Interest earned (if included in Special Account) -
9 |Total advance to Special Account Year ended 30 June 2024 5,000,000.00

Discrepancy between total appearing on line 3 and 9

Notes:
1 Explain the discrepancy between totals appearing on lines 3 and 9 above (e.g amount due to be refunded to cover

ineligible expenditures paid fron the Special/Designated Account)
2 Indicate if amount appearing on line 6 is eligible for financiang by IDA and provide reasons for not claiming the

cxpenditures

Yl

AUTHORISED REPRESENTATIVE
RESOURCE MOBILISATION DEPARTMENT
THE NATIONAL TREASURY
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Loan: IDAG7680(DA-IDACredity | Status: Disbursing | Country: Kenya |

Project: P16130S - Horn of Africa Gateway Development Project

Amortization Schedule | Audit Submission | Disburseme:
1

Loan Qverview Disbursements | History | Repayments |

Applicstions. |  eSignatorie(s) | fes | C I igr | Category Schedule |
Designated Account Detail- DA-D
Account Details
Account Holder HORN OF AFRICA GATEWAY DEVELOPMENT DA Currency EUR
Account Holder's Bank CENTRAL BANK OF KENYA Cmplw 5.000.000.00
HAILE SELASSIE AVENUE Allocation
NAIROSI
Swift: CBKEKENXXXX
Account Number 1000474847 Hide Associated Categories 5 - (GDS,WKS,NC,TR CS prt D.4 NTSA)
intermediary Bank STANDARD CHARTERED BANK Other Financing Sources
1 BASINGHALL AVENUE
LONDON
Swife: SCBLGB2LOX
“Fransaction Details Currency (EUR) View Transaction List
“Total Deposits Less Refunds 8,600,478.38
Documented 3,600.478.38
Qustanding Balance 5,000,000.00
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Loan: IDAG7GB0(IDA-IDACredit) | Status: Disbursing | Country: Kenya |
lm P161305 - Horn of Africa Gateway Development Project

Loan Overview | Disbursements History = Repayments | Amortization Schedule ~ Audit Submission | Disbursen

Important Dates
Approval Signing Commitment. Effective First Clesing
08-Sep- 2020 07-0a-2020 Chargos Start 22-Dec-2020 Repayment 30-jun-2028 Deadline O1-aay-2050
Date 01-Nov-2025 31-0ct-2028
06-Dec-2020
Currency of Commitment : EUR Show amounts in  BUR -~
Loan Information {EUR)
Signed Amount 669.200.000.00
Cancelied 0.00
Disbursed 129.603.265.79
Undisbursed 539.596.734.27
Special Commitments 0.00
Funds Available 539.596.734.21
Funds Available (EUR)
‘withdrawal Apphcations 0.00
1< 0.00
Applications
Funds 539,596,734.21
Last Bill, IDA 67680, due on 01-May-2024 USD Gquihaiores
. e Original Approved Amount 750.000,000.00
4 Currert Undmsbursed S84.032.525.27
Date Paysbic
Histoncal Disbursed 142.150.495.68
02-May2024  EUR 564.124.63
129,603,265.79 1.21% 0.00 %
Principal Qutstanding Total Charges Net Commitmment Fee
Disbursed Service
129,603.26 Charge 121% Fee 050%
579
‘Waiver Waiver

-
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Loan: IDAG7G80 (IDA - IDACradity | Status: Disbursing | Country: Kenya |
Project: P16130S - Horn of Africa Gateway Developmaent Project

Loan Overviaw Disbursements | History | pay 1 . Amor ie | Audit Disbursemer

gr le(s) I« | Desigr N Catmge

Withdrawal Applications
Disbursement Milestone
. Date & Loan Mads Awthos lzed Authasized Laan s Ready fer
08-Sap-2020 7.0t 2020 Mective signatsrias Signatories Olshursing Online
22-Dec:2020 Submitted (o WB. Approved 05-Aun-2024
09-Me-2023 09-Mar- 2023

[ B R A T 1 ] ]

Transaction List

Showing results 1 - 10 of 99 untries

Search
Filter by pA.D w  Pald Summary W Value Date
Application raid
Bosrower Category Date vaius Logged Last
afseny T Satue Cey Ameunt  cummary O AmOURt  received Oate by Updated
NTSAWAQID DA-D Completed  CUR 19185227 S BUR 19185227 o8- 06-mar 2024
NTSAWAGIT DA-O Completed  §UR  1,269044.43 5 EUR 126704443 17-0G-2023  27-Oci-2023 Burrower  27-Ow-2023
NTSAWADIO  OA-O Completed  EUR 1ms0sses s wn 186.055.05 17-Feb-2023 07-Mar-2023 Borrower  O7-Mar-2023
NTSA WAGDR  OA.O Completed §UR  1.S32.92345 S UR  LS3292348 28 22
NTIAWAGOS DA-D Completed  CUR 183:218.90 5 [ 18121890 0S-May 17-may 17-May
NISAWAGO4 DA-D Completed  TUR 237,383.48 5 R 237,383.48 07-0ec-2021 17-Dec-2021 Morower  17-Dec-2021
NTIAWA01  DAO R, oaD EUN  5,000,000.00 0%-Mar-2021 12-Mar-2021 Borrower  11-Mar-2021
Loans with Inactive Advances
are \o be in with the pr in the

Disbursement Letter.

i . for six tha Bank tha that it will request a refund of the cutstanding

balance untess, within 90 days, the tisfactory of

through the DA

To othar rofund of to the Desigr the

Officer.

:

hitom = fedvirord. hitrmi#, ‘orms
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8/5/24, 10:38 AM eBusiness
Loan: IDA 67680 (IDA - IDA Credi) | Disb g | © y: Kenya |
Project: P161305 - Horn of Africa Gateway Development Project
Loan Overview Disbursements History = Repay tization Sched. | Audit Submission ' Disburseme
Applications | eSigr e(s) C Desigr Category Schedule
Withdrawal Applications
Disbursement Milestone
Loan Approval Date Loan Signing Date Loan Made Authorired Authorired Loan is Ready for
08-5e¢p-2020 07-0c1.2020 Effective Signatories Signatones Oisbursing Online
22-Dec-2020 Submirted 10 WB Approved OS-Aup-3034
09-Mer.2023 09-Mar-2023
[ Suhen TATROCIeS | ATt st ]
Transaction List ‘Showing results 1 - 10 of 99 entries
‘Search
Filter by DA.D ~ Documented Det: v Value Date
Application Paid
Borrower Category Date Value Last
Type Stotus oy Cay ey Logged by Upastea
NTSA WADIY DA-D Completed EUR Wa5227 S EUR 19185227 29-Fcb-2024 UG-Mar-2024 Borrower D6-Mar 2024
NTZAWADI!  DAD Complted EUR 126904443 S EUR 126808243
NTSAWADIO DAD Completed EUK ME.OS58S S EuR 18605585 Z7Feb-2023 07-Mar-2023 Borrower 07 44ar-2023
NTSAWADOE DA-D Completed BUR 153282345 S EUR 1 as 25 14-Npv-2022
WTSA WAODS  DA-D Completed  EUR 18221830 S EUR TMIZING0 US-May-2022 17-May-2022 Borrower 17.0a8y-2022
NTSA WAODA  DAD Completes  EUR 73738348 3 EUR 73738348 17-Dec-2021
NTSAWA-D1 DA-D :’:":—' EUR  5.000.000.00 DA-D 000 Da-Feb-2021 Eltzabeth Mbstia  12-Mav-2021
Loans with Inactive Advances
are to be in with the instr P n the
Disbursernent Letter.
If the DA Is inactive for six months, the Bank notifies the that it will request a refy of the g
balance uniess, within 90 days, the atisfacrory of
through the DA.
Teo other efund of funds 0 the g1 the
the Officer.
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HORN OF AFRICA GATEWAY DEVELOPMENT PROJECT - NTSA

STATEMENT OF SPECIAL (DESIGNATED) ACCOUNT RECONCILIATION

FOR THE YEAR ENDED 30 JUNE 2023

Credit No.: IDA LOAN CREDIT NO.67680-KE (DA-D)

Bank Account No.: 1000474847 Held with CENTRAL BANK OF KENYA

NOTES

AMOUNT
EURO

AMOUNT
EURO

7,139,581.68

2,139,581.68

5,000,000.00

2,382,455.28

9 |Total advance to Special Account Year ended 30 June 2023

Discrepancy between total appearing on line 3 and 9

Notes:

1 Explain the discrepancy between totals appearing on lines 3 and 9 above (¢.g amount due to be refunded to cover

ineligible expenditures paid fron the Special/Designated Account)
2 Indicate if amount appearing on line 6 is eligible for financiang by IDA and provide reasons for not claiming the

expenditures

AUTHORISED REPRESENTATIVE
RESOURCE MOBILISATION DEPARTMENT
THE NATIONAL TREASURY
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