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1. Project Information and Overall Performance
1.1 Name and registered office
Name

The project’s official name is Horn of Africa Gateway Development Project
(HOAGDP)

Objective

The overarching objective of the HoA Program which the proposed project will
contribute to is “enhancing connectivity among the HoA countries and access to
seaports; facilitation of domestic and regional trade and economic integration,
and improved security and road safety”.

This will be achieved through a sequential improvement in physical and
institutional infrastructure and promoting trade and investing in development
facilitation interventions. The overall program will be implemented in a Series of
Projects (SoPs). The first project of the program (Phase 1- Kenya) focuses on
Kenya which is the gateway to HoA for east, south and central Africa. The follow-
on Phases will focus on the improvement of adjoining economic corridors, trade
facilitation, digital connectivity, human development, and promoting resilience in

Somalia and Ethiopia.
.-

Address
The project headquarters offices .;r‘é"-Nairobi City, Nairobi County, Kenya. The
address of its registered office is:

Telposta Towers, 12th Floor
Kenyatta Avenue

P. o Box 27150-00100

Tel: +254-20-2089061

Nairobi, Kenya

Email: communications@ict.go.ke
Website: www.icta.go.ke

The project also has no offices/branches.
Contacts: The following are the project contacts:
Telephone: (254) 20 2089061
E-mail: communications@ict.go.ke
Website: www.icta.go.ke




Horn of Afvica Gateway Development Project (HOAGDP)
Financial Statements for 13 months for the period ended June 30, 2022

Project information and overall performance (continued)

1.2 Project Information
Project Start Date: | 08-09-2020
Project End Date: 30-06-2028
Project Manager: Thomas Odhiambo
Project Sponsor: IDA/GoK
1.3 Project Overview
Line Ministry/State | Ministry of ICT, Innovation and Youth Affairs/ State

Department of  the

project

Department of ICT & Innovation

Project number

IDA- P161305 Credit No. 6768- KE

Strategic goals of the

project

The proposed project development objectives are:

(i) to improve the movement of people and goods,
access to digital and social services to
communities at designated locations along the
targeted sections of the Isiolo-Mandera
regional trade corridor, and

(ii) capacity building of selected transport and
customs related institutions in Kenya.

goals

Achievement of strategic

The project will contribute to achieving the Bank'’s

Africa strategy by:

(i)  installing about 25 percent (740km) of backbone
territorial fiber optic cable of Africa target of
3000km under IDA19-20;

(ii) connecting one landlocked country (Ethiopia);

(iii) linking academia and industry by establishing a
center to provide training on managing social
issues in projects at the University of Nairobi as
well as engaging an accredited university as a
Monitoring and Evaluation (M&E) consultant for
the project;

(iv) securing maintenance to make at least 740km
Kenyan roads climate-resilient;
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(v) creating over 3,000 direct jobs during construction
of road works for 365km in addition to indirect
jobs such as food suppliers, sub-contracting, etc.;
and support the livelihoods of the host
community through provision of public services
and construction of complementary socio-
economic infrastructure along the regional road
corridor. Evidence has shown that complementary
interventions to connect local communities to the
corridors have the potential to deliver additional
lasting benefits by expanding their access to
domestic and nearby regional markets.

Other important
background information

of the project

At a regional level, the proposed project will support the
implementation of the HoA Initiative as well as the
African Union (AU) for Infrastructure Development in
Africa (PIDA) strategy on improving regional economic
corridors to contribute to:

(a) regional integration among countries in the HoA and
global markets;

(b) integration of North-eastern Kenya with the rest of
the country and the domestic market;

(c) upgrading 365km of the Isiolo-Mandera regional
economic corridor;

(d) expanding the territorial digital connectivity by
laying 740km of backbone fiber optic cable and 200km of
spur last-mile connection fiber optic cable;

(e) enhancing resilience by supporting the socio-
economic livelihoods of the communities along the
economic corridor; and (f) human capital development.

Current situation that
the project was formed

to intervene

At the national level the project will:

(a) protect and enhance the livelihoods of the vulnerable
and marginalized communities in Northeastern Kenya;

(b) support the implementation of Kenya’s long-term
development strategy, Vision 2030, transitioning into a
middle-income  country  which  emphasizes the
improvement in the provision of infrastructure and
services, poverty reduction, accelerating sustainable
growth, reducing inequality, enhancing equity, and
managing resource scarcity;

Vi
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(c) support the implementation of the Integrated
National Transport Policy (INTP) of 2009 which envisages
the establishment of a world-class integrated transport
system responsive to the needs of people and industry in
the country and improve on road safety; and

(d) Support the execution of Kenya's National Climate
Change Framework Policy (NCCFP) and Act by building
the institutional capacity to coordinate and enhance
mainstreaming climate change and natural disasters.

Project duration

The project started on 8" September 2020 and is
expected to run until 30 June 2028.

1.4 Bankers

The following are the bankers for the current year:

Citibank NA

Citibank House, Upper Hill Road’
P.O Box 30711-00100
TEL: +254-20-2711221

NAIROBI, KENYA

1.5 Auditors

The project is audited by the Office of the Auditor General

vii
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1.6

Roles and Responsibilities

List the different people who will be working on the project. This list would

include the project manager and all the key stakeholders who will be involved

with the project. Also, record their role, their positions, and their contact

information.

Thomas Ag. Director | MSc Information | Team Leader and
Odhiambo Programmes and | Systems Project Manager
Standards 20 years' experience
in project
implementation
Sylas Tomno Ag. Deputy | Bsc Economics M&E Specialist
Director Planning | MSc Planning
ME&E
Oliver Pyoko Deputy  Director | Bsc Finance Accounting Specialist
Finance CPA (K)
Sostanis Okoth Deputy  Director | BSc  Supply  Chain | Procurement
Supply Chain | Management Specialist
Management KISM
Antony Lenaiyara | Principal Projects | BSc Project Lead
Officer Telecommunications
Alex Njihia Ag. Deputy | BSc Information | Technical Lead
Director Technology
Infrastructure Networking
Certifications
Victoria Njeru Sr.  Programmes | BSc Computer | Project Team
Officer Science Member
MBA Information
Systems
James Kimani Sr. ICT Officer- | BSc Computer | ICT Security
Network Security | Science
CISM
Grace Kwena Programmes BSc. Information | Project Support
Officer Technology
MBA Strategic

Management

viil
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Project information and overall performance (continued)

1.7 Funding summary

The Project is for a duration of 8 years from 2021 to 2028 with an approved

budget of Euro 21.5 million (use donor currency) equivalent to KShs 2.8 Billion as

highlighted in the table below

X
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Project information and overall performance (continued)
1.8 Summary of Overall Project Performance:

i) Budget performance against actual amounts for the period of 13 months
under review was KShs 150 million, of which KShs 88.7 million was
received. The Expenditure for the period was KSH 15 million against a
budget of KShs 150 million. The low consumption is due to the initial
stages of the project.

ii)) A high-level technical survey was completed in June 2021 by a team
constituted of project members where the output was a preliminary
survey report.

iii)  Value-for-money achievements: Procurement of goods and services in

support of implementation of the project is as below:

Contract Awarded Amount (KShs)
Supply and delivery of Motor vehicles 39,293,360.00
Provision of  consultancy services  for 6,989,000.00

environmental & social impact assessment in the
installation of fiber optic cable and related

services along the Isiolo-Mandera road

Supply & delivery of laptops (Type 1 & 2) 6,040,500.00
Supply and delivery of TFT Monitors 120,000.00
Supply and delivery of fireproof cabinets/ 1,159,300.00
Shredders/GPS Garmin

Supply and delivery of heavy-duty printer 988,320.00
Supply and delivery of IT/IS software 1,155,000.00

iv)  Absorption rate for each year since the commencement of the project.

Funds Received Actual Expenses | Absorption Rate

88,748,479 15,060,711

13 months
ending 30/6/22

17%

X1
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Project information and overall performance (continued)

v)  implementation challenges and recommended way forward.

The project has just started.

1.9 Summary of Project Compliance:

All project requirements have been complied with

X111
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2. 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 objectives of HOAGDP

The proposed project development objectives are to improve the movement of
people and goods, access to digital and social services to communities at
designated locations along the targeted sections of the Isiolo-Mandera regional
trade corridor, and capacity building of selected transport and customs related

institutions in Kenya.

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-bund (SMART) and converted into
development outcomes. Attendant indicators were identified for reasons of

tracking progress and performance measurement:

X1v
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3. Environmental and Sustainability Reporting
1. Sustainability strategy and profile
This is about how ICTA takes account of its economic, social and environmental
impact in the way it operates as a public organization. By demonstrating our
commitment to corporate social responsibility (CSR), we aim to align our
values, purpose and strategy with the needs of our employees, Local
community and society at large, while embedding such responsible and ethical

principles into everything we do.

Though the Authority does not have a CSR policy in place, we endeavour to
have one in place in the near future. Nevertheless, as a parastatal, our dealing
with our clients, suppliers and the local community principles in an effort to
support reducing our energy, procurement, transport, water use and other

business usage to reduce our carbon footprint and environmental impact

2. Environmental performance

We endeavour to reduce the environmental impact by reducing all our
transportation requirements whether possible and use such facilities as web-ex
and conference call facilities. We use vehicles that are regularly services and
checked with regards to their emission levels and economically use their fuel.
We also source and buy our requirements locally to promote the local industries.
We have also sensitized staff to ensure that all lights and equipment is switched
off when not required and ensuring that water is used efficiently. Other

measures include printing in double sided and recycling waste.

3. Employee welfare
The Human Resource Policy and procedure manual guides our hiring process

considering the gender ratio. The manual is improved after every three (3) years

XV1
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or as need arises in order to address emerging issues. The amendments are done

by the Board of Directors with the advice of the CEO.

To improve on employee skills. the Authority has a training policy and also a
committee in place that evaluates the training projections from every
employee and the budget allocated for trainings in order to ensure that every
employee has attended a training not less than 5 days per financial year. The
employees attend trainings that are in line with the jobs to improve on their
knowledge and skills. The Authority has a performance appraisal in place
whereby the employees sign targets with their supervisors at the beginning of
the financial year and evaluation is done at the end of the financial year.

4. Market place practices-

a)

b)

Responsible Supply chain and supplier relations-
On local community, the authority ensures that our work with the local
community involves working and supporting local and national charities
and encouraging volunteer work in community activities. The Authority
will also ensure that we deal responsibly, openly and fairly with
suppliers by ensuring that we use local suppliers as much as possible and
that we will endeavour to pay them on time. The Authority will continue
to forge public private partnership when undertaking the activities in

order to ensure we make a significant positive difference in the society

Responsible ethical practices

The Authority has an Anti-Corruption Committee which meets and
discusses any issue of corruption within the Organisation. There is hotline
in place and a suggestion box to drop complaints/comments/complements

in.

¢) Regulatory impact assessment

Safeguard citizen and stakeholder’s rights.

Xvii
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5

Community Engagements
This is about how ICTA takes account of its economic, social and
environmental impact in the way it operates as a public organization. By
demonstrating our commitment to corporate social responsibility (CSR), we
aim to align our values, purpose and strategy with the needs of our
employees, Local community and society at large, while embedding such

responsible and ethical principles into everything we do.

Though the Authority does not have a CSR policy in place, we endeavour to
have one in place in the near future. Nevertheless, as a parastatal, our
dealing with our clients, suppliers and the local community principles in an
effort to support reducing our energy, procurement, transport, water use
and other business usage to reduce our carbon footprint and environmental

impact.

XViil
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4. Statement of Project Management Responsibilities

The Directors of ICT Authority and the Project Coordinator for HOAGD 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 (v)Making accounting estimates that are reasonable in

the circumstances.

The Directors of ICT Authority and the Project Coordinator for HOAGD 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 International Public Sector Accounting

Standards.

The Directors of ICT Authority and the Project Coordinator for HOAGD project
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,
2022, and of the Project’s financial position as at that date The Directors of ICT
Authority and the Project Coordinator for HOAGD project further confirm the

completeness of the accounting records maintained for the Project, which have

XIX
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been relied upon in the preparation of the Project financial statements as well as
the adequacy of the systems of internal financial control.

The Directors of ICT Authority and the Project Coordinator for HOAGD 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 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 ICT Authority Board on

manguya, OGW : A
Chief Executive Officer Project Coordinator Project Accountant
ICPAK M. No: 12558

XX



REPUBLIC OF KENYA

Telephone: +254-(20) 3214000 "Hi - H?ADQUARTERS
E-mail: info@oagkenya.go.ke PR g Anniversary Towers
: - Monrovia Street

Website: www.oagkenya.go.ke
OFFICE OF THE AUDITOR-GENERAL P.O. 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 THIRTEEN
MONTHS PERIOD ENDED 30 JUNE, 2022 - INFORMATION AND COMMUNICATION
TECHNOLOGY 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 Horn of Africa Gateway Development Project - IDA Credit No.6768-KE for the
thirteen months period ended 30 June, 2022 - Information and Communication Technology Authority



REPORT ON THE FINANCIAL STATEMENTS
Opinion

| have audited the accompanying financial statements of Horn of Africa Gateway
Development Project set out on pages 1 to 21, which comprise of the statement of
financial assets as at 30 June, 2022, and the statement of receipts and payments,
statement of cash flows and statement of comparison of budget and actual amounts for
the thirteen months period 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 Facilitation Project as at 30 June, 2022,
and of its financial performance and its cash flows for the thirteen months period then
ended, in accordance with International Public Sector Accounting Standards (Cash Basis)
and comply with the Public Finance Management Act, 2012 and the Financing Agreement
Credit No. 6768-KE dated 07 October, 2020 between the International Development
Association and the Republic of Kenya.

In addition, the special accounts statements present fairly, the special accounts
transactions and the closing balance has been reconciled with book balances.

Basis for Opinion

The audit was conducted in accordance with International Standards of Supreme Audit
Institutions (ISSAIs). | am independent of the Horn of Africa Gateway Development
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 audits of financial statements in Kenya. |
believe that the audit evidence | have obtained is sufficient and appropriate to provide a
basis for my opinion.

Key Audit Matters

Key audit matters are those matters that, in my professional 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

Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects total actual receipts
of Kshs.113,748,479 against estimated amounts of Kshs.175,000,000 resulting in a
shortfall of Kshs.61,251,521 or 35%. Similarly, the Project had an approved total
expenditure budget of Kshs.175,000,000 against the actual expenditure of
Kshs.41,037,111 translating to 76.6% under absorption.

Report of the Auditor-General on Horn of Africa Gateway Development Project - IDA Credit No.6768-KE for the
thirteen months period ended 30 June, 2022 - Information and Communication Technology Authority
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In the circumstance, the under-absorption may have affected the implementation of the
Project’s planned programmes and activities.

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 matter 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
Outstanding Imprest

The statement of financial assets and as disclosed under Note 6 to the financial
statements reflects imprest and advances amounting to Kshs.403,200, which ought to
have been accounted for on or before 30 June, 2022. This is contrary to Regulation 93(5)
and (6) of the Public Finance Management (National Government), Regulations, 2015.

In the circumstances, Management was in breach of the law.

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 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 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.

Report of the Auditor-General on Horn of Africa Gateway Development Project - IDA Credit No.6768-KE for the
thirteen months period ended 30 June, 2022 - Information and Communication Technology Authority
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REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

As required by International Development Association (IDA), Financing Agreement Credit
No. 6768-KE dated 07 October, 2020, | 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;

i In my opinion, adequate accounting records have been kept by the Horn of Africa
Gateway Development Project IDA Credit No.6768-KE, so far as appears from the
examination of those records; and,

iii. The Project’s financial statements agree with the accounting records and returns.

Responsibilities of Management and those Charged with Governance

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with 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 overall governance.

In preparing the financial statements, Management is responsible for assessing the
Project's ability to continue to sustain its services, disclosing as applicable, matters
related to sustainability of services and using the applicable basis of accounting unless
Management is aware of the intention to terminate the Project or to cease operations.

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 controls in order to give an assurance on the effectiveness
of internal controls, risk management and overall governance processes and systems in
accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 2015 and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of
the internal controls would not necessarily disclose all matters in the internal controls that
might be material weaknesses under the ISSAls. A material weakness is a condition in
which the design or operation of one or more of the internal controls 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 controls may not prevent or detect
misstatements and instances of non-compliance. Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with the
policies and procedures may deteriorate.

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

e 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 controls.

Report of the Auditor-General on Horn of Africa Gateway Development Project - IDA Credit No.6768-KE for the
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« Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the Management.

e 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 cease to
continue to sustain its services.

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

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

o 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 controls 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.

CPA Naric : S
AUDITOR-GENERAL

Nairobi

16 November, 2022
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Horn of Africa Gateway Development Project (HOAGDP)
Financial Statements for 13 months for the period ended June 30, 2022

7. Statement of Financial Assets As at 30" June 2022

2021-2022 (13

Bescription Note MONTHS) 2020-2021
KShs KShs

Financial Assets

Cash and Cash equivalents

Bank Balances 5 72,311,548 -

Total Cash and Cash equivalents 72,311,548 -

Imprests and Advances 6 403,200

Total Financial Assets 72,714,748 -

Financial Liabilities

Deposits and Retention 7 3,379

Net Assets 72,711,369 -

Represented By

Fund Balance B/fwd.

Prior Year adjustments .

Surplus/ (Deficit) for the Year 72,711,368

Net Financial Position 72,711,368 -

The accounting policies and explanatory notes to these financial statements form an
integral part of the financial statements. The financial statements were approved on
September 30, 2022 and signed by:

3 PA Oliver Pyoko
Chief Executive Officer Project Coordinator Project Accountant
ICPAK Member No: 12558

y Kamanguya, OGW



Horn of Africa Gateway Development Project (HOAGDP)
Financial Statements for 13 months for the period ended June 30, 2022

8. Statement of Cashflow for a period of 13 months Ended 30" June 2022

Cashflow from operating activities

Receipts

Transfer from Government entities 1 25,000,000

Proceeds from domestic and foreign grants 2 88,748,479 -
Total receipts 113,748,479 i
Payments

Purchase of goods and services 6 - 15,060,711 -
GOK HOAGDP Counterpart Expenses - 25,976,400

Total Payments - 41,037,111 -
Adjustments during the year

Decrease/ (increase) in accounts receivable 16 - 403,200 -
Increase/(decrease) in accounts payable: 17 3,379 -
Net cash flow from operating activities 72,311,548 -
Cashflow from investing activities

Acquisition of non-financial assets 8 -

Net cash flows from investing activities - -
Cash flow from financing activities

Proceeds from foreign borrowings 3 -

Net cash flow from financing activities - -
Net increase in cash and cash equivalents 72,311,548 -
Cash and cash equivalent at beginning of the 11 i

year

Cash and cash equivalent at end of the year 11 72,311,548 -

The accounting policies and explanatory notes to these financial statements form an integral

part of the financial statements. The fntity, gipancial statements were approved on

September 30, 2022 and signed by:
\

dhiambo Name: CPA Oliver Pyoko

Chief Executive Officer Project Coordinator Project Accountant
ICPAK Member No: 12558

Name: Stanley Kamanguya, OGW
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Horn of Africa Gateway Development Project (HOAGDP)
Financial Statements for 13 months for the period ended June 30, 2022

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 Horn of Africa Gateway Development
Project (HOAGDP) under the National Government of Kenya. The financial
statements are for the reporting entity as required by Section 81 of the 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.

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.



Horn of Africa Gateway Development Project (HOAGDP)
Financial Statements for 13 months for the period ended June 30, 2022

Significant Accounting Policies (Continued)
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.
a) 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.
b) Proceeds from borrowing
Borrowing includes Treasury bill, treasury bonds, corporate bonds, sovereign
bonds and external loans acquired by the Project or any other debt the Project
may take on will be treated on cash basis and recognized as a receipt during the

year they were received.

































































































































