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REPORT OF THE AUDITOR GENERAL ON KENYA NATIONAL HIGHWAYS 
AUTHORITY FOR THE YEAR ENDED 30 JUNE 2017  

 

REPORT ON THE FINANCIAL STATEMENTS 

 

Qualified Opinion 
 
I have audited the accompanying financial statements of Kenya National Highways 
Authority, set out on pages 1 to 83, which comprise the statement of financial position 
as at 30 June 2017, and the statement of financial performance, the statement of 
cash flows, the statement of changes in net assets and the statement of comparison 
of budget and actual amount for the year then ended, and a summary of significant 
accounting policies and other explanatory information in accordance with provisions 
of Article 229 of the Constitution of Kenya and Section 35 of the Public Audit Act, 
2015.I have obtained all the information and explanations which to the best of my 
knowledge and belief were necessary for the purpose of the audit. 
 
In my opinion, except for the effects matter described in the Basis for Qualified 
Opinion section of my report, the financial statements present fairly, in all material 
respects, the financial position of Kenya National Highways Authority as at 30 June 
2017, and of its financial performance and its cash flows for the year then ended, in 
accordance with International Public Sector Accounting Standards (Accrual Basis) 
and comply with the Kenya Roads Act, 2007. 

In addition, as required by Article 229 (6) of the Constitution, Except for the matters 
described in the Basis for Qualified Opinion Section of my report, based on the 
procedures performed, I confirm that, nothing has come to my attention to cause me 
to believe that public money has not been applied lawfully and in an effective way. 
 

Basis for Qualified Opinion 

1. Property, Plant and Equipment 
 
 

1.1  Undetermined value of Rental Property 
 
 

The Property, Plant and Equipment balance of Kshs.315,677,638,402 as at 30 June 
2017 excluded undetermined value of land and houses occupied by staff in South 
Rift Region from which the Authority earned an income of Kshs.1,076,000.00 during 
the year under audit.  As such, the accuracy and correctness of Property, Plant and 
Equipment balance of Kshs.315,677,638,402 as at 30 June 2017 could not be 
confirmed. 

 

 

Kenya Transport Sector Support Programme IDA Credit No. 4926 Projects 
 

2. Rehabilitation of Kisumu-Kakamega Road Section (Lot1) 
 
As reported in the previous year, the Contract awarded to M/s China Overseas 
Engineering Group Co. Ltd at a contract sum of Kshs.4,452,053,438.28 for a period 
of two years. The project commenced on 5th January 2013 and was originally 
scheduled to be completed in October 2015 after an extension of time was awarded 
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to the contractor revising the completion date to 10 October, 2016. The project was 
behind schedule. Review of the progress in the year under audit revealed that 
Monthly progress report No. 41 of June 2017 shows that the percentage of time 
elapsed was 115% while the physical works completed were at 64% an indication of 
slow progress in project implementation.  
 
In addition, the contract sum was revised by an additional Kshs.3,509,473,923 to 
Kshs.7,961,527,361.84 a variation of 78.8% contrary to the Public Procurement 
Disposal Act, 2005 thereby contravening the law. 
 
3. Rehabilitation of Bachuma Gate-Maji ya Chumvi Section of Nairobi- 

Mombasa Road (A109). 
 

As reported in the previous year, the project was awarded on 10th December, 2013 
to M/s China Dalian International Economic and Technical Co-operation Group Co 
Ltd at a contract sum of Kshs. 4,986,218,100.73 for a period of 24 Months 
commencing 3rd November, 2014 and a defects liability period of 12 Months. The 
project was behind schedule. Review of the progress in the year under audit revealed 
that the Monthly progress report no.32 of June 2017 showed that the percentage of 
physical works completed was 85% while percentage of time elapsed was 128%, an 
indication of slow progress in project implementation.  
 

4. Construction of three (3) interchanges along A104 at Nyahururu turnoff, 
Njoro turnoff and Mau Summit. 

 
As reported in the previous year, the contract was awarded to M/s China Railway 
No10 Eng Group Co at a contract sum of Kshs.2, 690,008,029.77 for a period of 
fifteen Months. The project commenced 2 February, 2015 and was originally 
scheduled to be completed on 2 May, 2016. The project was behind schedule. 
Review of the progress in the year under audit revealed that Monthly progress report 
No. 24 of May 2017 shows that the percentage of time elapsed was 80% while the 
physical works completed were at 56.5% an indication of slow progress in project 
implementation.  
 
5.  Rehabilitation of Kakamega-Webuye Road 
 
The project was awarded on 18 January 2012 to a construction company at a contract 
sum of Kshs.2,505,924,536.66. The works commenced on 1 April 2013 for a period 
of 24 months with a completion date of 31 March 2015. The project is financed by 
the World Bank and the Government of Kenya at 75% and 25% respectively.  
Evidence available indicated that notice of termination of the contract was issued on 
8 May 2014 due to contractor’s non- performance. However, the contractor obtained 
a court injunction stopping KeNHA from removing equipment from the site. The 
contractor later formally proposed to the employer a negotiated settlement to the 
dispute which resulted into a Deed of Settlement and Release. In view of the 
development, it was not clear when the project would be completed. 
Review of the project in the year under audit revealed that a negotiated contract 
was awarded on 26 August 2016 to M/s Jiangxi Zhongmei Eng to complete the 
works at a contract sum of Kshs.4,168,686,096.23 for a period of 24 Months ending 
30 November, 2018. Progress report no.6 of May 2017 shows that the percentage 
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of time elapsed was 24.56% while the physical works completed were at 7.1% an 
indication of slow progress in project implementation which may further lead toe 
escalation of project costs. 
 
6.0  Consultancy Services for Management Contracts of Weighbridge Stations 

across the National Road Network 
 

Kenya National Highways Authority (KeNHA) has privatized the management and 
operations of all overloading control centres also known as weighbridges on major 
trunk roads.  The objective of this is to attain a sustainable and safe road network by 
ensuring that axle loads applied to road pavements are not exceeded.  The 
weighbridge stations were divided into five clusters for the purpose of these 
management consultant contracts. 
 

6.1 Request for Expression of Interest and Request for Proposals 

Interested firms were invited for expression of interest after which selected four 
consultancy firms were shortlisted. The shortlist was approved by the Tender 
Committee in their meeting held on 21June 2012.  Request for Proposals (RFP) were 
issued to the shortlisted firms on 25 July 2012. 

 

6.2 Proposal Response and Evaluations 

The firms returned the RFP depending on the cluster for evaluation and as detailed 
in table below (4.4).  However, only one firm was found to be responsive upon 
preliminary evaluation in al clusters and was awarded the contracts after technical 
and financial evaluations.  The reasons for the rest being non-responsive were 
having provided bid bonds valid for 120 days instead of 150 days. 

 

6.3 Tender Committee, Award and Negotiations 

The Tender Committee in their meeting No. 92 held on 22 November 2012 approved 
the award of the five contracts to M/s SGS Kenya Limited being the only evaluated 
tenderer.  The consultant was notified of the award on 22 November 2012.  This was 
followed by negotiations between the KeNHA and the consultant on 11 December 
2012.  The contracts were later signed between the two parties on 04 February 2013 
and order to commence given on the same date for a period of three (3) years ending 
04 February 2016. 

 

 

6.4 Tender Sums Visa Vis Engineers Estimates 

Examination of records and documents relating to these consultancy contracts 
revealed that the tender sums may not have been competitive and consequently 
exceeded the engineers estimate by a total of Kshs.1,177,105,157.53 as follows:- 

 

No Weighbridge 

Station Cluster 

Engineer’s 

Estimate 

Contractor’s 

Tender Sum 

Variance 
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1. Webuye, Malaba 
and Eldoret 
cluster plus 
adjacent road 
network 

263,978,880.00 519,321,725.85 255,342,845.83 

2. Gilgil and Mai 
Mahiu cluster 
plus adjacent 
road network 

287,508,320.00 508,704,606.32 221,196,286.32 

 

3. Mariakani and 
Mtwapa cluster 
plus adjacent 
road network 

361,605,640.00 532,728,641.29 171,123,001.29 

4. Athi River, Thika 
Road and Isinya 
cluster plus 
adjacent road 
network 

340,277,300.00 650,869,902.86 310,592,602.86 

 

5. Busia, Isebania 
and Kisumu 
cluster plus 
adjacent road 
network 

233,354,880.00 452,205,301.23 218,850,421.23 

 

 Total 1,486,725,020.00 2,663,830,177.53 1,177,105,157.53 

 

6.5 Exhaustion of Contract Sums 
 

It was observed that three (3) year contract period ended on 31 December 2015 and 
as at the end of contract period, the consultant had been paid in excess of the 
contract amounts in some items as shown below: - 

 

No Weighbridge 

Station 
Cluster 

Item 
Description 

PC 
No 

Amount in 
Contract 

Kshs. 

Amount 
paid Kshs. 

Excess 
paid Kshs. 

1. Webuye, 
Malaba and 
Eldoret 
cluster plus 
adjacent road 
network 

Engineer’s 
superintendence 

34 30,500,000 58,028,748 27,528,748 
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2. Gilgil and Mai 
mahiu cluster 
plus adjacent 
road network 

Engineer’s 
superintendence 

34 25,250,000 62,214,275 36,964,275 

3. Marakani and 
Mtwapa 
cluster plus 
adjacent road 
network 

Engineer’s 
superintendence 

33 41,000,000 71,390,898 30,390,898 

 

4. Athi River, 
Thika Road 
and Isinya 
cluster plus 
adjacent road 
network 

Management and 
Operations  

Engineer’s 
superintendence 

31 

 

 

31 

137,005,163 

 

41,000,000 

293,064,158 

 

 

85,056,500 

156,058,995 

 

44,056,500 

5. Busia, 
Isebania and 
Kisumu  

cluster plus 
adjacent road 
network 

Management and 
Operations 

Engineer’s 
superintendence 

31 

31 

76,704,263 

18,400,000 

183,960,109 

51,332,138 

107,255,846 

32,932,138 

 Total   369,859,426 805,046,826 435,187,400 

 

In the foregoing, it was not possible to confirm whether the Authority obtained value 
for money in incurring the above expenditure. 

The audit was conducted in accordance with International Standards of Supreme 
Audit Institutions (ISSAIs). I am independent of Kenya National Highways Authority 
in accordance with ISSAI 30 on Code of Ethics. I have fulfilled other ethical 
responsibilities in accordance with the ISSAI and in accordance with other ethical 
requirements applicable to performing audits of financial statements in Kenya. I 
believe that the audit evidence I have obtained is sufficient and appropriate to provide 
a basis for my qualified opinion. 

 

Key Audit Matters 

Key Audit Matters are those that, in my professional judgement, are of most 
significance in the audit of the financial statements. Except for the matters described 
in the Basis for Qualified Opinion section, I have determined that there were no Key 
Audit Matters to communicate in my report. 

 

Responsibilities of Management and Those Charged with Governance for the 
Financial Statements 
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Management is responsible for the preparation and fair presentation of these 
financial statements in accordance with International Public Sector Accounting 
Standards (Accrual basis) and for such internal control as management determines 
is necessary to enable the preparation of financial statements that are free from 
material misstatement, whether due to fraud or error. 

In preparing the financial statements, management is responsible for assessing the 
Authority’s ability to continue as a going concern, disclosing, as applicable, matters 
related to sustainability of services and using the going concern basis of accounting 
unless the management either intends to liquidate the Authority or cease operations, 
or have no realistic alternative but to do so. 

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

Those charged with governance are responsible for overseeing the Authority’ 
financial reporting process.           

Auditor General’s Responsibilities for the Audit of the Financial Statements. 

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 
ISSAIs 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. 

As part of an audit conducted in accordance with ISSAIs, I exercise professional 
judgement and maintain professional scepticism throughout the audit. I also:  

• Identify and assess the risks of material misstatement of the financial statements, 
whether due to fraud or error, design and perform audit procedures responsive to 
those risks, and obtain audit evidence that is sufficient and appropriate to provide 
a basis for my opinion. The risk of not detecting a material misstatement resulting 
from fraud is higher than for one resulting from error, as fraud may involve 
collusion, forgery, intentional omissions, misrepresentations, or the override of 
internal control.  
 

• Obtain an understanding of internal control relevant to the audit in order to design 
audit procedures that are appropriate in the circumstances, and for the purpose 
of giving an assurance on the effectiveness of the Authority’s internal control.  

 

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

• Conclude on the appropriateness of the management’s use of the going concern 
basis of accounting and based on the audit evidence obtained, whether a material 
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uncertainty exists related to events or conditions that may cast significant doubt 
on the Authority’s ability to continue as a going concern. If I conclude that a 
material uncertainty exists, I am required to draw attention in the auditor’s report 
to the related disclosures in the financial statements or, if such disclosures are 
inadequate, to modify my opinion. My conclusions are based on the audit 
evidence obtained up to the date of my audit report. However, future events or 
conditions may cause the Authority to cease to continue as a going concern. 

 

• 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 Authority to express an opinion on the financial 
statements.  
 

I communicate with the management regarding, among other matters, the planned 
scope and timing of the audit and significant audit findings, including any significant 
deficiencies in internal control that are identified during the audit.  

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

 

 

FCPA  Edward R. O. Ouko, CBS 
AUDITOR-GENERAL 
 

Nairobi 

02 July 2018 

 

 

 


