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oy KEY INFORMATION AND MANAGEMENT

(a) Background information
Lake Victoria South Water Services Board was established on 12" March 2004 vide gazette
Notice No. 1714 under the Water Act 2002 as a state corporation reporting to the Ministry
of Water and lIrrigation. The Board is responsible for the efficient and economical provision
of Water and Sanitation Services in its area of jurisdiction.

(b) Principal Activities
The principal activities of the board are the provision of water and sanitation services in its
area of jurisdiction as per the Water Act 2002.

Vision

To be the most efficient and effective Water Service Board in Kenya.

Mission

To provide adequate water and sanitation infrastructure and related services in a sustainable
manner

Core values

e Professionalism
e Transparency

e Accountability
e Equity

Involvement
e Consistency

(c) Key Management

The Board’s day-to-day activities are managed by the following:
e The Board of Directors

e Chief Executive Officer

e Chief Managers

e Managers

(d) Fiduciary Management

The key management personnel who held office during the financial year ended 30™ June
2017 and who had direct fiduciary responsibility were:

S/No. Designation Name

1. Chief Executive Officer Eng. Petronilla A. Ogut, OGW
2. Chief Manager Technical Services Eng. Sammy Mburu

3. Chief Manager Finance CPA Francis John Adongo

4. Chief Manager Human Resource & Admin Mr Sammy Kigen

5. Chief Manager Corporate Planning Mr Renson Makheti
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(e) Fiduciary Oversight Arrangements

The Board has three (3) constituted committees out of which the key fiduciary oversight
committees are:

i, Finance, Human Resource & Administration Committee This committee oversees the
accounting and financial reporting processes of the Board. In this regard, the Committee is
charged with the responsibility of receiving, approving and recommending guidelines for the
financial matters of the Board. It is also responsible for monitoring the finances, human
resource and administration policies in coordination with the managing director and the
respective heads of divisions in the organization.

i Risk & Audit Committee. The Committee reviews the financial reports to establish the
condition of the Authority and receives reports on the findings of the internal and external
audits. The Committee tracks the actions on audit findings; in addition, the Committee
regularly reviews and reports 10 the Board on the effectiveness of the Authority’s systems of
internal controls.

iii. Strategy, Technical & Business Development Committee. This committee deals with the
Issues arising from LVSWSB stewardship of essential water infrastructure and has a duty of
reviewing the conditions and performance of technical assets including projects. The
committee is also tasked with ensuring safeguarding the environment.

Board Meetings

The board has four scheduled meetings per year for full Board and committees and meets as
necessary to deliberate on specific or urgent matters. In the financial year 2016/17 the board
met every quarter.

2| Page
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(f) Entity Headquarters
Lake Victoria South Water Service Board
Lavictors House, Ring road Milimani
P O Box 3325- 40100
KISUMU, KENYA

(g) Entity Contacts

Telephone: (254) 020-2157233
Fax: (254)057-2025127

E-mail: /info@/lvswaterboard.go.ke
Website: www.lvswaterboad.go.ke

(h) Entity Bankers

1. Kenya Commercial Bank Limited
Kisumu Branch

P O Box 17-40100

KISUMU, KENYA

2. Co-operative Bank of Kenya
P.O Box
KISUMU

(i) Independent Auditors
Auditor General
Kenya National Audit Office
Anniversary Towers, University Way
P.O. Box 30084
GOP 00100
Nairobi, Kenya

(j) Principal Legal Adviser
The Attorney General
State Law Office
Harambee Avenue
P.O. Box 40112
City Square 00200
Nairobi, Kenya
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THE BOARD OF DIRECTORS

NO.

NAME

HIGHEST ACADEMIC QUALIFICATION
AND RESPONSIBILITIES

Born on 1¢ August 1946. Appointed on 17t
April 2015 as Non-Executive Chairman.

BA honors Degree in Economics and
Geography Post Craduate diploma in
education.

Chairman of the Board

Born on 26 February 1977.
Appointed on 17" April 2015 as Non-
Executive Director.

Bachelor of Business Management.
Board Member

k3

TNZ%
Dr. Betty Korir

Born on 27t April 1966.

Appointed on 17" April 2015 as non-
executive director

PHD in Biostatistics Moi University.
Board Member

Mr. Andrew Leteipa Sunkuli

Born on 25t May 1962.
Appointed on 17 April 2015 as non-
executive director.

Bachelor's Degree in Education.
Board Member

a
Mr. Hilary Alila

Born on 5t December 1973.
Appointed on 17" April 2015 as non-
executive director.

Bachelor of Commerce (Business
Administration and management)
Board Member

Master of Education, Bachelor of Education
(Hons).

Retired on 31t March 2017 as a board
member representing Cabinet Secretary
National Treasury

Mr. Joshua Ouma (Rep. CS. MWI)

Born on 22" November 1956. Appointed
on 17 April 2015 to represent the Cabinet
Secretary Ministry of Water and lIrrigation as
a non-executive director.

Bachelor of Arts Public Administration and
Sociology.

Board Member
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#Mrs. Hellen Makone

Born on 2" May 1959. Appointed on 17t
April 2015 as non-executive director.
Master’s in Business Administration.
Board Member

Mrs. Rosemary Rumo

Born on 5" December 1974. Appointed on
17" April 2015 as non-executive director.
KCSE C+

Business Lady.

Board Member
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Mrs. Vidlet Omwamba

Born 1978. Appointed on 17t April 2015 as
non-executive director.

Higher Diploma in Marketing.

Board Member

11

Born on 22rd October 1965. Appointed on
17t June 2016 as non-executive director.
Bachelor of Education Arts.

Board Member

12

Born on 15t December 1963. Appointed on
17t June 2016 as non-executive director.
Masters in Commerce.

Board Member

13

Born on 1 November 1978. Appointed on
17" June 2016 as non-executive director.
Diploma in project management.

Board Member

14

i

Prof.‘Jo’ash Barack Okeyo Owuor

Born on 10* July 1949. Appointed on 17
June 2016 as non-executive director.
PHD in Environmental Biology.

Professor of Environmental Biology and
Health.

Board Member

S|Hlage
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15.

Eng. Petronilla A. Ogut OGW

B.Sc. degree in Civil Engineering, M.Sc. and
MBA. Member of the Engineers’ Registration
Board (ERB) and a member of the Institution
of Engineers of Kenya (IEK).

Chief Executive Officer/Secretary to the
Board
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N, MANAGEMENT TEAM

NAME

KEY QUALIFICATION

B+ Eng. Petronilla A. Ogut, OGW

Eng. Petronilla A. Ogut is the Chief Executive
Officer. Is a holder of BSC degree in Civil
Engineering, MSC and MBA. She is a member
of the Engineers’ Registration Board (ERB) and
a member of the Institution of Engineers of
Kenya (lIEK).

Eng. Sammy Mburu

Eng. Sammy Mwangi Mburu is a holder of BSC
degree in Civil Engineering and Master of
Business Administration in Strategic
Management. He is a member of the Engineers’
Registration Board (ERB) and a member of the
Institution of Engineers of Kenya (IEK).

CPA John Francis Adongo

CPA John Francis Adongo is the Chief Manager
Finance. He holds a Bachelor of Business
Management (Finance Option) and pursuing
Masters in Business Administration. He is a CPA
(K) CPS (K) holder and a member of the
Institute of Certified Public Accountants
(ICPAK).

8
i “Mr. Sammy K. Kigen

Mr Sammy K. Kigen is the Chief Manager
Human Resources and Administration. He is a
holder of BA in Anthropology and Government
and a Higher Diploma in Human Resources
Management. He is a member of the Institute
of Human Resource Management (IHRM).

%{,Mr Renson M. Wanyonyi

Mr Renson M. Wanyonyi is the Chief Manager
Corporate Planning Mr Makheti has BA in
Economics (UON), MBA Strategic Management
(UON) and is currently a PHD student in
Business Administration, strategic management
option in Jomo Kenyatta University of
Agriculture and Technology (JKUAT).

i Ms Phyllis Chepkemboi

Ms Phyllis Chepkemboi is the Manager Legal
and Compliance. She holds a bachelor of LLB,
Master of Business Administration in Human
Resource Management. She is an Advocate of
the High Court of Kenya and a member of the
Law Society of Kenya.
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IV. CHAIRMAN’S STATEMENT

| am pleased to present Lake Victoria South Water Services
Board Financial Report for the year ended 30th June 2017. The
Board is among the 8 Water Service Boards established under
the Water Act 2002 through Gazette Notice No. 1714 of 12th
March 2004. The Board is responsible for ensuring efficient and

economic provision of Water and Sanitation Services within our

area of jurisdiction which covers an area of 21,720 $Sq. Km, and
covers Kisumu, Siaya, Migori, Homa Bay, Bomet, Kericho, Nyamira, Kisii and parts of Nandi
and Narok Counties.

During the last one year we have realised tremendous progress in development of water and

sanitation infrastructure, institutional structures and human resource capital.

The National Values as enshrined in Article 10 of the Constitution gives us responsibility as a
public institution to uphold and promote them. These values are fundamental in guiding our
corporate and individual actions. The Board, in executing its mandate has embraced the need
to promote equity and sustainable development of water and sanitation projects. We have

also demonstrated commitment to uphold integrity in the use of public resources.

Under good corporate governance, the Directors have expressed their commitment by
signing the code of ethics and Mwongozo code of conduct. The Board encourages public
participation in all project activities to enhance inclusivity, ownership and sense of

responsibility.

We support the devolution of water service provision to the County Governments and
champion strategic partnerships and collaboration towards economic empowerment and
better health of citizens. The Board is committed to improving service provision in all areas in

our jurisdiction through development of new water and sanitation projects.

During the year under review, the Board made remarkable gains in developing water supply
and sanitation infrastructure and these achievements are attributed to the financial and
technical support made by our Government and development partners. These development
partners include AFD, AfDB, KFW, WSTF, KOICA, Kenya ltaly (KIDDP), ORIO and World-
Bank. We owe our development partners and the Government of Kenya gratitude for their
continued support.

8|j"'f"‘f
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The Board has also continued on its commitment to quality services provision, adherence to
Quality management systems and steady implementation of its Strategic Plan 2013-2017 as a
guide to sustainable growth and water and sanitation infrastructure development. The
board has further complied with the requirements of the Medium Term Plan [l 2013-2018 of
the Vision 2030 and the New Constitution of Kenya 2010. We look forward to a continued
progress in the development of water and sanitation infrastructures including successful
launching of new programs and projects within our area of jurisdiction in the years ahead.

| am confident that in the coming years we will strengthen our collaborations with various
stake holders and source for adequate funding and timely support.

| wish to thank my Board of Directors for their continued cooperation and support which has
enabled the Lake Victoria South Water Service Board to move forward in the right direction;
the Management and the entire staff for their dedication and hard work without which this
exemplary performances might not have been achieved. 1 also wish to acknowledge the
significant contributions we received from all our stakeholders which led to implementation
of our activities successfully during the financial year. | call upon the stake holders to uphold
their support to facilitate expansion of access to adequate, quality and affordable water and

sanitation services within our area of service.

\r'\s—"\ A LA ™~ \

N -

N— >

HON. AMB. JOHN ARAP KOECH, ECH
CHAIRMAN OF THE BOARD OF DIRECTORS
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V.

REPORT OF THE CHIEF EXECUTIVE OFFICER

W Lake Victoria South Water Services Board has continued to deliver

L on its mandate of provision of water and sanitation services to the
communities and consumers as was planned in the year. It has
recorded a steady growth through completion and implementation
of water and sanitation infrastructure, stakeholder consultation and

engagement within its area of jurisdiction.

The development of water and sanitation infrastructure has been guided by the Medium
Term Budget plan, the LVSWSB Strategic Plan 2013/17 and the Kenya's vision 2030
blueprint all of which are aimed at providing adequate water and sanitation and related
services in a sustainable manner. In order to realize our mission of providing adequate
water and sanitation infrastructure and related services we have continued to revitalize,

train and motivate our human capital.

The financial statements of LVSWSB for the year ending 30t June 2017 show the Board’s
financial status. The financial statements have been prepared in accordance with the
International Public Sector Accounting Standards (IPSAS) and in the manner required by
the Public Finance Management Act which requires management to make judgements,
estimates and assumptions that affect the application of accounting policies and the

reported amounts of assets, liabilities, income and expenses.

Receipts in form of Grants (development and recurrent) from the National Treasury was
Kshs 543,805,342 as compared to Kshs.579,000,000 in the previous year and this had a
negative impact on performance. The Key drivers of our expenditure were capital
intensive construction of water infrastructure projects.

With a clear plan complemented with internal quality systems, the board set a stronger
foundation for its current and future development. The Board further ensured its
accountability to the public and responsiveness to its customers. This financial year

LVSWSB strived to achieve its mandate by implementing various water infrastructure

10|Page
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projects which have made the Board a key player in the area of jurisdiction and the -
country at large. Through the support of our development partners, our vision 2030
Flagship projects (Siaya Bondo projects and Kisumu Water Supply and Sanitation Projects)
and medium term projects like Bonyunyu Dam, water sector development project in
Kericho, Nyamira, Kisii and Litein Towns and LVWATSAN |l projects in Kericho-Keroka
and lIsebania were achieved and are well on course. The implementation was made
possible after the National treasury and the development partners KFW, AfDB, AFD,
ORIO and EIB agreed to finance the implementation of these projects through grants and

loan facilities.

During the last financial year the Board played a role in Corporate Social Responsibility
by supplying some schools with water storage tanks to harvest rain water. The Board also
empowered communities through awareness campaigns and public consultation aimed at

enhancing community participation in development programs.

Overall the Board performed well it achieved the board's development objectives and
targets during the year despite institutional and economic challenges experiences, We
therefore look forward for continued and strengthened partnership with development

partners and stakeholders in our service delivery.

Eng. Petronilla A. Ogut, OGW
Chief Executive Officer

...........................

11|Rage
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VL

CORPORATE GOVERNANCE STATEMENT

The Lake Victoria South Water Services Board is committed to the values and principles of
good corporate governance. The Board of Directors and Management of the Board
regard corporate governance as pivotal to the success of the Board and are committed to
ensuring that the Board adheres to the highest standards of conduct and accountability in
accordance with the best practice and principles of corporate governance. These
principles are applied throughout all levels of the Organisation.

The Role of the Board

The Board provides leadership through oversight, review and guidance whilst setting the
strategic direction for the organization. It is the primary decision-making body for all
matters considered as material to the Authority. The Board has a formal schedule of
matters reserved for it. The Directors receive appropriate and timely information so that
they can maintain full and effective control over strategic, financial, operational,
compliance and governance matters. Ultimately, the Board determines the organization’s
strategic objectives, values, key policies and procedures in accordance with best practice.
The Board has delegated the authority for day-to-day management of the organization to
the Chlef Executive Officer. However, it maintains overall responsibllity for the
Authority's performance, compliance functions as well as monitoring of its operations and
ensuring competent management of the business.

Board Composition

Currently, the Board comprises of sixteen (16) members; the Chairman who is a non-
executive director, and nine non-executive directors. The Chief Executive Officer is the

Secretary to the Board and its committees. The Board has an appropriate balance of skills,

knowledge and experience to perform its role effectively. All directors are subject to
periodic re-appointment in accordance with the State Corporations Act, the Office of the
President and the Ministry of Water and Irrigation.

Induction and on-going development

On appointment, the directors receive induction training covering the organization's
programmes and operations and an appreciation of the key risk areas. The programme
includes specific sessions with the management across the units for clarity and better
understanding of the organizations' functions, roles and accountabilities, business model
and operations. The directors are advised of the legal, regulatory and other obligations of
a director of a State Corporation. The directors also receive both internal and external
training on corporate governance. The Board annually undertakes an evaluation of its
effectiveness.

12|Page
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Board Committees

In line with guidelines issued by the Government, the board has delegated its authority to
committees to deal with specific aspects of its responsibilities. These committees have
specific terms of reference and reports to the full Board meeting. LVSWSB has the
following Board committees:-

1. Finance & Human Resource & Administration Committee, whose main duties are: - to
review financial statements and annual budgets and to deal with the Employees issues.

2. Risk & Audit Committee, whose main duty is to ensure that the systems of internal
control are effective and complied with.

3. Technical, Strategy & Business Development Committee, whose focus is on issues
arising from the Board’s stewardship of essential water infrastructure and has a duty of
reviewing the conditions and performance of technical assets including projects. The
committee is also tasked with ensuring safeguarding the environment.

Meetings of the Board

The Board of Directors met four times during the year. The Board committees also met at
least every quarter in the year.

1 Quarter 2Nd Quarter 3rd Quarter 4t Quarter
Finance & HRA | 29" July 2016 27" Oct 2016 25% Jan 2017 26™ Apr 2017
Committee
Risk & Audit | 23 Aug 2016 30" Nov 2016 23 Feb 2017 30" May 2017
Committee
Stategy Technical & | 15t Dec 2016 15t Dec 2016 231 March 2017 227 June 2017
Business Devt
Commitee
Full Board 22nd September | 20" Dec 2016 29t 20170 Marc 27" June 2017
2016

Organisation Structure

The Board has a clearly defined organisation structure within which individual
responsibilities are identified in relation to internal financial controls. The structure is
complimented by policies and management operates the business in compliance with
these policies. There is a clear division of responsibilities between the Board and

Management.

Management Team

The Chief Executive Officer leads the Management team which comprises heads of
department and other senior staff. The team deals with operation matters and

13|
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coordinates activities across the board, various departments/divisions, water schemes and
water services providers.

VI. MANAGEMENT DISCUSSION AND ANALYSIS

Financial Performance

In the period under review, the board received development grants amounting to Ksh.543,
805,342 which was lower compared to the previous financial year receipts of Kshs.
579,000,000. The recurrent grant received was Kshs. 39,999,996 against a budgetary
allocation of Kshs. 40,000,000. The recurrent grant increased by 7 million from Kshs. 33
million to 40 million in the financial year 2016/2017.

Other incomes category also registered a decrease as compared with the previous financial
year performance, which is from Kshs. 4,914,436 to Kshs. 3,194,580 in 2016/2017. Water
levies revenue from Water Service Providers performed dismally and as a result the board
managed to collect Kshs. 42,838,682 down from Kshs. 45.314,813 that was collected in the
financial year 2015/2016.

The board incurred a total expenditure of Kshs. 477,000,613 resulting to a surplus of Kshs.
34,392,230. The details of the expenditure is reflected in page one on statement of financial
performance and the accompanying notes.

Operational Performance

In the period under review the Board undertook several water and sanitation projects:

e \Water and Sanitation Sector Development Programs in Lake Victoria South for
Kericho,Kisii,Nyamira and Litein Towns financed by KFW and GOK where two projects
commenced for the rehabilitation and expansion of water and sanitation infrastructure in
the four towns. This is to benefit 661,011 people.

e Feasibility Studies for Bunyunyu Dam water supply project financed by Orio, Netherlands.
There is a continued stakeholder consultation.

e Siaya Bondo Water Supply and Sanitation Project financed by ADB and GoK were
completed in December 2016 .The project benefits 130,395 people with portable water
supply and 29,600 people with dignified sanitation.

e The Lake Victoria Water and Sanitation Program Phase |l financed by GoK and ADB for
Keroka, lsebania and Kericho Towns were implemented .The Keroka and lIsebania
components are complete and benefit 169,267 people. The rehabilitation of the sewerage
works in Kericho is ongoing and is to be complete in the next financial year.

e Kisumu LTAP Il Construction of Sewerage and rehabilitation of Nyalenda Ponds financed
by AFD and GoK was completed in December 2016 and will serve 110,759 people in
Kisumu County.

e Sindo Water Supply Project in Suba Sub County financed by KIDPP was completed and
will benefit 12,876 people.

Over the years the Board has completed several project with a few still on-going and other

investments are planned for implantation. Below is Board's investments analysis.

140 a
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Table 1. Completed, ongoing and planned investment projects and Benefecieries per county

Competed and
Ongoing Planned Total
Projects Value Number of Projects Budget | Number of Number of
Per County People to Per County People to Total Investment | People/Ben
COUNTY 'Kshs' Benefit 'Kshs' Benefit 'Kshs' eficiaries
KISUMU 4,527,766,768 606,773 | 6,850,000,000 550,000 11,377,766,768 1,156,773
KERICHO 1,879,825,044 259,613 500,000,000 70,000 2,379,825,044 329,613
KISII 2,125,029,106 369,670 | 2,338,000,000 230,000 4,463,029,106 599,670
NYAMIRA 906,486,920 187,838 | 4,030,800,000 230,000 4,937,286,920 417,838
BOMET 202,032,950 75,750 | 1,600,000,000 243,488 1,802,032,950 319,238
SIAYA 2,518,027,910 313,806 | 1,500,000,000 159,390 4,018,027,910 473,196
HOMA
BAY 469,774,259 208,985 | 4,800,000,000 463,944 5,269,774,259 672,929
MIGORI 2,128,664,538 345,807 300,000,000 54,000 2,428,664,538 399,807
NANDI &
NAROK 0 0 880,000,000 178,000 880,000,000 178,000
22,798,800,00
TOTAL 14,757,607,495 2,368,242 0 2,178,822 37,556,407,495 | 4,547,064
Graphical Representation of Table 1
7,000,000,000
6,000,000,000 PLANNED
5,000,000,000 PROJECTS BUDGET
PER COUNTY
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Number of People/Beneficiaries S
TOTAL NUMBER OF PEOPLE/BENEFICIARIE . NANDI & NAROK
el 178,000

MIGORI, 399,807

. m KISUMU , 1,156,773

'E HOMA BAY, 672,929 _—
: __ ® KERICHO, 329,613

SIAYA, 473,196

KIsll, 599,670

= BOMET, 319,238
~__ ® NYAMIRA, 417,838
In recognition of the devolution of water and sanitation services ,the Board in collaboration
with 8 counties and water service providers developed Assistance and Capacity building

framework for enhancing water and sanitation infrastructure development ,staff skills and
institutional capacity development in water and sanitation services.

Major Risks

The institutions mandate is changing to mainly water and sanitation infrastructure
development and there are legal petitions by the council of county Government which is a
major risk to the institution. Financial risk arising from the change in mandate where the
water service providers will no longer remit levies to the Board therefore turning the arrears
into bad debts. The below table indicate the outstanding balances at the end of the year.
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WATER SERVICES PROVIDERS UNCOLLECTED REVENUE AS AT 30TH JUNE 2017

Bomwaco, Nyanas,

Homawasco,
17,188,623.13

Gulf Water
3,186,748.00 .
MikuN /‘ Kiwasco,
. 3 39,746,436.92

5,871,762.41
"

Tiliwasco, ———

23,244,259.06 Kewasco,

49,572,068.52

Sibo,
28,967,617.47 Guwasco, :
19,553,189.37

Compliance with statutory requirements

The board complied with all legal provisions of the Acts which affects the operations of the
board for example the provisions of Public Finance Management Act, 2012, State
Corporations Act, Water Act 2002, Tax laws among others.

17|Page
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Vill. CORPORATE SOCIAL RESPONSIBILITY STATEMENT/SUSTAINABILITY REPORTING

Corporate Social Responsibility (CSR) has become one of the standard business practices of
our time.

CSR is a crucial component of Lake Victoria South Water Services Board, hence the reason
why there are procedures in place which integrate social, environmental, and ethical, human
rights or consumer concerns into the Board’s operations.

Lake Victoria South Water Services Board has put in place comprehensive CSR programmes
through which it intends to share gains with communities that make operations possible by
being good neighbours and clients.

In the financial year, 2016/2017, the Board donated plastic water tanks worth Kshs.
3,610,000 to 47 Primary and Secondary Schools, and a church.

The selected institutions lacked rain water harvesting facilities and majority of them were
more than a kilometre away from a water source.

Some institutions had a water tank that was not operational, while others had limited storage
facility that was not adequate to meet their water needs.

Provision of the tanks was meant to improve access to clean water for usage in the
institutions, while at the same time assisting in ease of accessing quality education, since a lot
of time previously wasted in going to fetch water kilometres away is now being utilized to
ensure academic prowess.

Each of the tanks donated was bought and delivered at a cost of Kshs.77, 000. The tender
for delivery of the plastic tanks was awarded to Jojo Tank on 26t September, 2016 after
following the required procurement procedures.

The tanks were then distributed in December 2016 and verification done in January 2017.
The Board is determined to conduct more CSR activities in the 2017/2018 financial year; due
to the impact such activities are creating in the society.
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IX. REPORT OF THE DIRECTORS

The directors submit their report together with the audited financial statements for the year
ended 30 June 2017, which disclose the state of affairs of the board.
Principal activities

The Lake Victoria South Water Services Board was formed on 12" March 2004 as a State
Corporation under the Water Act 2002. The address of the registered office is as set out on iv

Results
The results of the Board are set out in pages 1to 5

Directors

The members of the Board of Directors who served during the year are shown on page v to
vii. During the year ended 30" June 2017, director Hudson Mugodo representing the Cabinet
Secretary National Treasury retired on 31 March 2017.

Auditors

The Auditor General is responsible for the statutory audit of the Lake Victoria South Water
Services Board in accordance with Article 229 of the Constitution of Kenya and the Public
Audit Act 2015 for period ended June 30, 2017.

By Order of the Board

£,

ENG. PETRONILLA A. OGUT, OGW
CHIEF EXECUTIVE OFFICER
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X. STATEMENT OF DIRECTORS' RESPONSIBILITIES

Section 81 of the Public Finance Management Act, 2012 and section 14 of the State
Corporations Act, require the Directors of Lake Victoria South Water Services Board to
prepare financial statements in respect of the Board, which give a true and fair view of the
state of affairs of the Board at the end of the financial year 2016/2017 period and the
Operating results. The Directors are also required to ensure that the Board keeps proper
accounting records which disclose with reasonable accuracy the financial position of the
Board. The Directors are also responsible for safeguarding the assets of the Board.

The Directors are responsible for the preparation and presentation of the Board's financial
statements, which give a true and fair view of the state of affairs of the Board for and as at the
end of the financial year ended 30" June 2017. This responsibility includes: (i) maintaining
adequate financial management arrangements 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 entity; (iii)
designing, implementing and maintaining internal controls relevant to the preparation and
fair presentation of the financial statements, and ensuring that they are free from material
misstatements, whether due to error or fraud; (iv) safeguarding the assets; (v) selecting and
applying appropriate accounting policies; and (vi) making accounting estimates that are
reasonable in the circumstances.

The Directors accept responsibility for the financial year 2016/2017 financial statements, which
have been prepared using appropriate accounting policies supported by reasonable and
prudent judgements and estimates, in conformity with International Public Sector Accounting
Standards (IPSAS), and in the manner required by the PFM Act, 2012 and (the State
Corporations Act). The Directors are of the opinion that the financial statements give a true
and fair view of the state of Board’s transactions during the financial year ended June 30,
2017, and of the Board’s financial position as at 30" June 2017. The Directors further confirm
the completeness of the accounting records maintained, which have been relied upon in the
preparation of the financial statements as well as the adequacy of the systems of internal
financial control.

Nothing has come to the attention of the Directors to indicate that the Lake Victoria South
Water Services Board will not remain a going concern for at least the next twelve months from
the date of this statement.

Approval of the financial statements
The financial statements for 2016-2017 were approved by the Board and signed on its behalf

by:
@ ¢ "'(

— -~-—)_¢_,__ﬁ_._ S AL AL LA »
ENG. PETRONILLA A.OGUT. occw 0 == m——— VA
CHIEF EXECUTIVE OFFIcEn HON. AMB. JOHN ARAP KOECH, EGH

CHAIRMAN BOARD OF DIRECTORS
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P.O. Box 30084-00100
NAIROBI

OFFICE OF THE AUDITOR-GENERAL

REPORT OF THE AUDITOR-GENERAL ON LAKE VICTORIA SOUTH WATER
SERVICES BOARD FOR THE YEAR ENDED 30 JUNE 2017

REPORT ON THE FINANCIAL STATEMENTS
Adverse Opinion

| have audited the accompanying financial statements of Lake Victoria South Water
Services Board set out on pages 22 to 68, which comprise the statement of financial
position as at 30 June 2017, and the statement of financial performance, 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 relief, were necessary for the
purpose of the audit.

In my opinion, because of the significance of the matters discussed in the Basis for
Adverse Opinion paragraph, the financial statements do not present fairly, the financial
position of Lake Victoria South Water Services Board 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 do not comply with
the Water Act, 2002.

In addition, as required by Article 229(6) of the Constitution, based on the audit
procedures performed, except for the matters discussed in the Basis for Adverse Opinion
section, | confirm that public money has not been applied lawfully and in an effective

way.
Basis of Adverse Opinion

1. Inaccuracies in Financial Statements

During the year under review, the management, through various journal entries, made
adjustments with an aggregate value of Kshs.38,556,884 to the Board's financial
records purportedly to correct errors and adjust transactions. However, the corrections
and adjustments were not authorized by the accounting officer or an officer designated
by him, and no documentation was provided to facilitate accounting for the changes as
required by Section 103(1) and (2) of the Public Finance Management Regulations 2015.
Therefore, the validity of the corrections and adjustments could not be confirmed.
Consequently, the accuracy of balances reflected in financial statements for the year
under review cannot be confirmed.

Report of the Auditor-General on the Financial Statements of Lake Victoria South Water Service Board for the year
ended 30 June 2017
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2. Project Verification

2.1 Chuboit Water Supply

The construction of Chuboit Water Supply Project works was awarded to a local
company at Kshs.3,880,367. However, the following anomalies were noted in relation
to the project:

(i) A masonry tank was installed instead of a reinforced concrete tank.

(i)  The intake pipe was poorly constructed and inlet chamber was not covered.

(i)  The Platform/ chemical house was built using weak timber pillars that may not
last for long.

(iv) The project was not in use at the time of the audit as it had not been handed
over.

2.2 Okwanyoyo Dam

The contract for construction of Okwanyoyo dam in Rarieda valued at Kshs.3,525,700
was awarded to a local company. Audit verification revealed the following issues:

(i) The inlet was not made of concrete as per the contract and the soil laid was
steadily being washed away by the rains.

(i)  There was no fence and gate as per the bills of quantities.

(i) No silt trap was constructed at the dam side as per the Bills of Quantities.

(iv) Culverts specified in the bills of quantities were not built.

(v) The three-door ventilated improved pit latrines had been pulled down.

(vi) The cattle trap had cracks which may lead to the risk of losing water.

2.3 Chebirir Dam

Construction of Chebirir Dam at Kshs.1,058,150 was awarded to a local Company.
The following anomalies were noted in relation to the works:

(i) The cattle trough specified in the bills of quantities was not constructed.

(i) The ventilated pit latrine did not have three (3) door as specified in the bills of
quantity.

(i) Gates to the site of the project were missing.

(iv) The dam was leaking. Therefore it may lose all its waters and endanger lives.

2.4 Rangwe Water Project

A local company was awarded a contract to construct three (3) water tanks at a
contract sum of Kshs.4,267,768 under Rangwe Water Project as shown below:

Report of the Auditor-General on the Financial Statements of Lake Victoria South Water Service Board for the year
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Description Contract Current

Amount Valuation

Kshs. Kshs.

100m3 Storage Tank at Namba 2,467,074 886,489
Nyokal

25m3 Masonry Reservoir Tank at Ndiru 711,254 171,165

50 m3 Masonry tank at Ndiru Market 1,089,440 311,935

Total 4,267,768 1,369,589

However, project verification done on 15 March 2018 revealed the following
unsatisfactory issues:

(i)  Works on the three (3) water tanks had stalled and the project abandoned with
the contractor having left the construction site.

(i) The contract period was six (6) months, start date being 12 April 2017 and no
extension was given.

(iii) The incomplete works were revalued and a fresh bid floated for completion of
the works all valued at Kshs.1,369,589 during the year 2017/18.
The Board did not have in its possession title deeds for the land on which the
tanks were to be located.

25 Kegati and Kajulu Water Projects

A field visit to Kegati and Kajulu water supply revealed the following unsatisfactory
issues:

(i) A local company was awarded a tender for construction of treatment works at
Kegati at a contract sum of Kshs.68,383,494.05. The contract period being
nine months from 3 August 2011 to 13 May 2012. However, the works were
abandoned after the contracted company was paid Kshs.65,109,295 being
80% of the work done. The company went into receivership soon thereafter.

(i) Four water treatment chambers were due for construction under Kajulu Water
Supply Project but only three (3) were completed thus leaving the fourth one
incomplete.

(i) No bill of quantities (BQs) for walls were availed for audit verification.

In view of these anomalies, the propriety and validity of expenditure of
Kshs.77,841,280 in respect of these five (5) projects could not be confirmed.

3. Receivables from Exchange Transactions

The receivables from exchange transactions balance of Kshs.195,366,286 as at 30
June 2017 includes the following unsatisfactory issues:

Report of the Auditor-General on the Financial Statements of Lake Victoria South Water Service Board for the year
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(i) Although, all the ten (10) Water Service Providers (WSPs) had outstanding
receivables from exchange balances totaling Kshs.195,179,886 as reflected in
Note 17 to the financial statements, debtors’ circularization of receivables to
the water companies was not done and as a result, it is not possible to confirm
that the balances shown as owed to the Board are the correct.

(i) As in the previous year, the management did not provide for bad and doubtful
debts in the year under review. Therefore recovery of the whole debtors
balance cannot be confirmed.

(i) Note 17 to the financial statements reflects Kshs.4,632,698 and
Kshs.3,186,748 balances due from Nyanas Water and Sanitation Company
Limited and Guif Water Service Company Limited respectively. However, the
financial statements for the two companies from the years 2012 to 2017 were
not prepared and submitted to the Auditor-General for audit as required and
therefore it is not possible to confirm that the balances included in the financial
statements in respect to the two companies are correct.

Consequently, the accuracy and validity of the receivables from exchange
transactions balance of Kshs.195,366,286 as at 30 June 2017 cannot be confirmed.

4. Payables from Exchange Transactions

Note 18 to the financial statements reflects payables from exchange transactions
balance of Kshs.107,898,456 as at 30 June 2017 which however contains the
following anomalies:

(i) Creditors balance of Kshs.5,848,865 has been outstanding for a long period. The
Board appears not to have formulated an aging creditors policy.

(iiy The trend analysis indicated that payables have been increasing consistently for
a period of three (3) years from Kshs.32,057,977 to Kshs.107,898,456 in the year
under review. The rise in the payables balance over the years denotes slowed
payment of expenses and casts aspersions on the capacity of the Board to meet
its expenses in good time.

5. Unsupported Expenditure

Included in the administrative and establishment expenses balance of
Kshs.120,516,021 are payments of Kshs.701,922 under travelling, accommodation
and subsistence which however are not supported with relevant documents such as
bus and work tickets and further, the purposes for the safaris reported to have
been made have not been disclosed.

Consequently, the propriety and validity of the expenditure totaling Kshs.701,922
incurred on administrative expenses during the year under review cannot be
confirmed.
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6. Unsupported Long Term Loan Balance

Included in long term loans balance of Kshs.4,843,082,266 is a sum of
Kshs.922,362,631 which is not supported with payment schedules.

Consequently, the propriety and validity of the Kshs.4,843,082,266 long term loans
balance cannot be confirmed.

7. Non-Submission of Financial Statements for Donor Funded Projects

Note 21 to the financial statements reflects expenditure totaling Kshs.46,692,418
incurred under Trilateral grant, a Fund established in August 2017 to foster reduction
of poverty, economic growth and conservation of the eco system through a joint
partnership with a German organization Frankfurt am Main (KFW) under a financing
agreement signed on 28 September 2015 for a sum of EUR 700,000. Although, Article
229 of the Constitution of Kenya and Section 35 of the Public Audit Act, 2015 requires
each accounting officer to prepare and submit for audit for each financial year,
financial statements for all the donor funds, the Board did not prepare and submit for
audit financial statements for Trilateral for the year under review

In the circumstance, the Board has breached the law.
8. Budgetary Control
8.1 Counter-part Funding of Pending Bills

Note 25 to the financial statements reflects counterpart funding pending bills
amounting Kshs.277,684,219 accrued from the Government of Kenya for water
projects under Kisumu Long Term Action Plan (LTAP), Lake Victoria Water and
Sanitation 1l (LVWATSAN), Small Towns and Water Services Board Support
Programme (LVSBSP). Failure to settle pending bills adversely affects funding for
subsequent year programmes and activities

Further, in relation to these bills, supporting documents including bills of quantities
and payment certificates were not provided for audit scrutiny. Consequently, the
validity and completeness of the pending bills for the year ended 30 June 2017 cannot
be confirmed.

8.2 Re-allocation of Funds

During the year under review, a total of Kshs.484,608.55 was charged to the project
planning, feasibility study and design vote instead of board of directors and motor
vehicle expenses without approval for re-allocation as indicated below:

No Description Amount in | Correct Vote Head
Kshs.
1 Joshn Koech — meeting 109,600.00 | Board of Directors
with IEBC expenses

Report of the Auditor-General on the Financial Statements of Lake Victoria South Water Service Board for the year
ended 30 June 2017

5



2 Johncele Insurance 48,109.55 | Motor vehicle
expenses

3. Johncele Insurance 53,149.86 | Motor vehicle
expenses

4. Kenya Coach Industries 22,814.57 | Motor vehicle
expenses

5. DT Dobie 204,000 | Motor vehicle
expenses

6. John Koech 47.534.57 | Board of Directors
Expenses

Total 484,608.57

No explanation was provided for re-allocation of the funds. Therefore, the Board
breached regulations on management of the budget.

The audit was conducted in accordance with International Standards of Supreme
Audit Institutions (ISSAIs). | am independent of Lake Victoria South Water Services
Board in Accordance with ISSAI 30 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 evidence | have obtained is sufficient and appropriate to provide a
basis for my adverse opinion.

Key Audit Matters

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

Responsibilities of Management and Those Charged with Governance for the
Financial Statements

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
Board’s ability to continue as a sustain services, disclosing, as applicable, matters
related to sustainability of services and using the going concern accounting
assumption unless the management are aware of the intention to liquidate the Board
or cease its operations..

Report of the Auditor-General on the Financial Statements of Luke Victoria South Water Service Board for the year
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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.

Those charged with governance are responsible for overseeing the Board’s 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 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 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 Board'’s internal control.

e 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 going concern
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 Board’s ability to continue as a going concern. 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 Board to cease to continue as a going concern.
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e 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 of
the entity or business activities to express an opinion on the financial statements.

e Perform such other procedures as | consider necessary in the circumstances.

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

| also provide management with a statement that | have complied with relevant ethical
requirements regarding independence, and 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

30 July 2018
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1 Reports and Financial Statements
™ June 2017

XIl. STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 30 JUNE 2017

Revenue from Non-Exchange Transactions
Exchequer grants

Deferred income transfer

Total revenue from Non-Exchange
Transactions

Revenue from Exchange Transactions
Other Incomes

WSPs Revenue

Total revenue from exchange transactions

Total Revenue

Operations and Maintenance Expenses
Supplies and Services

Administrative and Establishment Expenses
Transport Costs

Water Supplies Development

Employee Costs

Finance Costs

Depreciation and Amortization

Total Expenses

Surplus/(Deficit) attributable to Owners of
controlling equity

The notes set out on pages 6 to 43 form an integral part of these Financi

22|

NOTE

10
11
2
13
14
15
16
17

2017 2016

Kshs Kshs
391,011,827 308,601,496
74,347,753 23,758,555
465,359,580 332,360,051
3,194,580 4,914,436
42,838,682 45,314,814
46,033,262 50,229,250
511,392,842 382,589,301
16,508,617 28,520,611
26,736,507 14,439,847
120,516,021 82,058,973
5,108,054 5,210,474
86,451,574 51,872,862
105,481,434 94,495,539
129,294 179,190
116,069,111 119,692,953
477,000,613 396,470,449
34,392,230 -13,881,147

al Statements



Lake Victoria South Water Services Board Ann
For the financial year ended June 30, 2017

ual Reports and Financial Statements

XlIl. STATEMENT OF FINANCIAL POSITION FOR THE YEAR ENDED 30 JUNE 2017

ASSETS
Current Assets
Inventories

Cash and Cash Equivalents
Receivables from Exchange
Transactions

Non-Current Assets
Property, Plant and Equipment

Total Assets

LIABILITIES

Current Liabilities

Payables from Exchange Transactions

Non-Current Liabilities
Long-Term Loans
Total Liabilities

Net Assets

RESERVES
Government Grants
Donor Grants
Deferred Income
Revenue Reserve

NOTE

20
21

22

18

23

24

25
26
27
28

2017 2016

Kshs Kshs
4,197,130 4,357,834
251,598,688 47,746,261
195,366,286 181,741,651
451,162,104 233,845,746
10,908,064,110 9,568,512,933
10,908,064,110 9,568,512,933
11,359,226,214 9,802,358,679
385,582,674 348,116,625

4,843,082,266
5,228,664,940

3,920,719,635
4,268,836,260

6,130,561,273

5,533,522,419

3.431,288,114
1,773,242,840

3,238,495,606
1,475,437,518

1,002,689,314 930,640,524
-76,658,994 -111,051,224
6,130,561,273 5,533,522,419

The Financial Statements set out on pages 22 to 26 were signed on behalf of the Board

of Directors by;

/‘,-' . N\ !
/2 N
a&« (nf L

Chief Executive Officer Head of Finance
Eng. Petronilla A. Ogut.

CPA John F. Adongo

ICPAK Member No. 11066

|
!

f

Chairman of the Board of Directors
Hon. Amb. John Arap Koech, EGH
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Xlil.

STATEMENT OF CHANGES IN NET ASSETS

FOR THE YEAR ENDED 30 JUNE 2017

Balance as at 30

JUNE 2015
Surplus/(deficit)
for the period
Transfer to
Income
Government
Grant

Donor Grant

Balance as at
30 JUNE 2016

Balance as at
Ist July 2016
Revenue
Reserves
Transfer to
Income
Government
Grant

Donor Grant
Balance as at
30 JUNE 2017

Notes

27

&5

26

28

g

25

26

Government Deferred Revenue
Grants Donor Grants  Income Reserve Total
Kshs Kshs Kshs Kshs Kshs
2,935,097,102 954,734,844 937,414,331 -97,170,077 4,766,076,200
0 0 0 (13,881,152) (13,881,152)
0 0 (50,539,960) 0 (50,539,960)
303,398,504 7,766,153 0 311,164,657
0 520,702,674 0 0 520,702,674
3,238,495,606 1,475,437,518 930,640,524  -111,051,229 5,533,522,419
3,238,495,606 1,475,437,518 930,640,524 -111,051,229 5,533,522,419
0 0 0 34,392,230 34,392,230 -
0 0 (92,300,431) 0  (92,300.431) ]
192,792,508 0 164,349,221 0 357,141,733
0O 297,805,322 0 0 297,805,322
3,431,288,114 1,773,242,840 1,002,689,314 (76,658,999) 6,130,561,273

The reserves held by the Board are capital reserves representing the assets acquired by
the Board at inception of the Board and those acquired over time during the
development of infrastructure as financed by the Government and various development

partners
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'. STATEMENT OF CASH FLOWS FOR THE YEAR ENDED 30 JUNE 2017

Receipts

Exchequer grants

Deferred income transfer

Other Incomes

WSPs Revenue

Total revenue

Payments

Compensation of employees

Goods and services

Finance cost

Other payments

Total Payments

Net cash flows from operating activities
Cash flows from investing activities
Purchase of property, plant & Equipment
Increase/(Decrease) in current Payables from
exchange transactions

(Increase)/Decrease in NonCurrent receivables
from exchange transactions

Net cash flows used in investing activities
Cash flows from financing activities
Proceeds from borrowings

Proceeds from Donor Grants

Proceeds from Government Grants
(Decrease)/Increase in deferred income

Net cash flows used in financing activities
Net (decrease) /increase in cash and cash
equivalents

Cash and cash equivalents at 1ST JULY 2016

Cash and cash equivalents at 30TH JUNE 2017

)
25| P aly
;

Notes

O 00N O

10-13
16
14

19

23

22

24
26
25
27

21

2017 2016

Kshs Kshs
391,011,827 308,601,496
74,347,753 23,758,555
3,194,580 4,914,436
42,838,682 45,314,814
511,392,842 382,589,301
105,481,434 94,495,538
169,112,230 130,229,906
129,294 179,190
86,451,574 298,521,294
361,174,532 523,425,928
150,218,310 -140,836,627

-1,455,216,549

37,466,049

-13,624,635

-2,043,884,973
316,058,647

-18,007,548

-1,431,375,134

922,362,631
297,805,322
192,792,508

72,048,790

-1,745,833,874

971,854,712
520,702,674
303,398,504

-42,773,808

1,485,009,251

1,753,182,082

203,852,427 -133,488,419
47,746,261 181,234,680
251,598,688 47,746,261
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XVIL.

NOTES TO THE FINANCIAL STATEMENTS

GENERAL INFORMATION

Lake Victoria South Water Services Board was established on 12" March 2004 vide gazette
Notice No. 1714 under the Water Act 2002 as a state corporation reporting to the
Ministry of Water and Irrigation. The Board is responsible for the efficient and economical
provision of Water and Sanitation Services in its area of jurisdiction

. STATEMENT OF COMPLIANCE AND BASIS OF PREPARATION

Lake Victoria South Water Services Board’s financial statements have been prepared in
accordance with and comply with International Public Sector Accounting Standards
(IPSAS). The financial statements are presented in Kenya shillings, which is the functional
and reporting currency of the Board. The accounting policies have been consistently
applied to all the years presented.

The financial statements have been prepared on the basis of historical cost, unless stated
otherwise. The cash flow statement is prepared using the direct method. The financial
statements are prepared on accrual basis.

3. ADOPTION OF NEW AND REVISED STANDARDS

Relevant new standards and amendments to published standards effective for the year
ended 30 June 2017

Standard Impact

IPSAS 33: First (Effective for annual periods beginning on or January 1, 2017)

time adoption of | In January 2015, the IPSASB published IPSAS 33, First-time Adoption
Accrual Basis of Accrual Basis IPSASs. IPSAS 33 grants transitional exemptions to
IPSAS entities adopting accrual basis IPSASs for the first time, providing a
major tool to help entities along their journey to implement IPSASs. It
allows first-time adopters three years to recognize specified assets and
liabilities. This provision allows sufficient time to develop reliable
models for recognizing and measuring assets and liabilities during the
transition period.

The Board adopted IPSAS in the year ended 30 June 2014 and
therefore provisions of first time adoption of accrual basis does not
apply to the Board.

IPSAS 34: (Effective for annual periods beginning on or January 1, 2017)
Separate Financial | In January 2015, the IPSASB published IPSAS 34, Separate Financial
Statements Statements.  IPSAS 34 prescribes the accounting and disclosure

requirements for investments in controlled entities, joint ventures and
associates when an entity prepares separate financial statements.
The Board does not have any subsidiaries, joint ventures or
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Standard

Impact

investments and therefore the standard does not apply.

IPSAS 35:
Consolidated
Financial
Statements

Effective for annual periods beginning on or January 1, 2017)
In January 2015, the IPSASB published IPSAS 35, Consolidated
Financial Statements. IPSAS 35 establishes principles for the
preparation and disclosure of consolidated financial statements when
an entity controls one or more entities. It requires an entity that
controls one or more other entities to assess control over those
entities based on the following:
- Its power over the other entity
- lts exposure or rights to variable benefits from involvement
with the other entity
- lts ability to control the nature, timing and amount of benefits
from the other entity.
Once control is assessed the controlling entity is supposed to prepare
consolidated financial statements unless it meets all the criteria under
section 5 of IPSAS 35.
The Board does not have any subsidiaries , joint ventures or
investments and therefore the standard does not apply

IPSAS 36:

Investments in
Associates and
Joint Ventures

(Effective for annual periods beginning on or January 1, 2017)

In January 2015, the IPSASB published IPSAS 36, Investments in
Associates and Joint Ventures. The Standard prescribes for the
accounting for investments in associates and joint ventures and to set
out requirements for the application of the equity method when
accounting for investments in associates and joint ventures. The
standard shall be applied by all entities with significant influence over,
or joint control of, an investee where the investment leads to the
holding of a quantifiable ownership interest.

The Board does not have investments in associates or joint ventures.

IPSAS 37: Joint
Arrangements

(Effective for annual periods beginning on or January 1, 2017)

In January 2015, the IPSASB published IPSAS 37, Joint Arrangements.
IPSAS 37 establishes principles for financial reporting by entities that
have an interest in arrangements that are controlled jointly.

The Board does not have an interest in a joint arrangement and
therefore the standard does not apply.

IPSAS 38:
Disclosure of
Interests in Other
Entities

(Effective for annual periods beginning on or January 1, 2017)

In January 2015, the IPSASB published IPSAS 38, Disclosure of
Interests in Other Entities. IPSAS 38 requires an entity to disclose
information that enables users of its financial statements to evaluate
the nature of and risks associated with, its interests in controlled
entities, joint arrangements and associates, and structured entities that
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Standard

Impact

are not consolidated; and the effects of those interests on its financial
position, financial performance and cash flows.

The Board does not have an interest in other entities and therefore
the standard does not apply.

New and amended standards and interpretations in issue but not yet effective in the
year ended 30 June 2017

Standard

Effective date and impact:

IPSAS 39:
Employee Benefits

Applicable: 1*t January 2018

The objective to issue IPSAS 39 was to create convergence to
changes in IAS 19 Employee benefits. The IPSASB needed to create
convergence of IPSAS 25 to the amendments done to 1AS 19. The
main objective is to ensure accurate information relating to pension
liabilities arising from the defined benefit scheme by doing away
with the corridor approach.

IPSAS 40: Public
Sector
Combinations

Applicable: 1% January 2019:

The standard covers public sector combinations arising from
exchange transactions in which case they are treated similarly with
IFRS 3(applicable to acquisitions only) Business combinations and
combinations arising from non exchange transactions which are
covered purely under Public Sector combinations as amalgamations.

Early adoption of standards

Lake Victoria South Water Services Board did not early — adopt any new or amended
standards in year 2017.
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4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
a) Revenue recognition

i) Revenue from non-exchange transactions

Fees, taxes and fines

The Board recognizes revenues from fees, taxes and fines when the event occurs and the
asset recognition criteria are met. To the extent that there is a related condition attached
that would give rise to a liability to repay the amount, deferred income is recognized
instead of revenue. Other non-exchange revenues are recognized when it is probable that
the future economic benefits or service potential associated with the asset will flow to the
entity and the fair value of the asset can be measured reliably.

NOTES TO THE FINANCIAL STATEMENTS (continued)

Transfers from other government entities

Revenues from non-exchange transactions with other government entities are measured at
fair value and recognized on obtaining control of the asset (cash, goods, services and
property) if the transfer is free from conditions and it is probable that the economic
benefits or service potential related to the asset will flow to the Board and can be
measured reliably.

ii) Revenue from exchange transactions

Rendering of services

The Board recognizes revenue from rendering of services by reference to the stage of
completion when the outcome of the transaction can be estimated reliably. The stage of
completion is measured by reference to labour hours incurred to date as a percentage of
total estimated labour hours.

Where the contract outcome cannot be measured reliably, revenue is recognized only to
the extent that the expenses incurred are recoverable.

Sale of goods

Revenue from the sale of goods is recognized when the significant risks and rewards of
ownership have been transferred to the buyer, usually on delivery of the goods and when
the amount of revenue can be measured reliably and it is probable that the economic
benefits or service potential associated with the transaction will flow to the Board.

Interest income

Interest income is accrued using the effective yield method. The effective yield discounts
estimated future cash receipts through the expected life of the financial asset to that asset’s
net carrying amount. The method applies this yield to the principal outstanding to
determine interest income each period.

Rental income
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Rental income arising from operating leases on investment properties is accounted for on
a straight-line basis over the lease terms and included in revenue.

b) Budget information

The original budget for FY 2016-2017 was approved by the National Assembly.
Subsequent revisions or additional appropriations were made to the approved budget in
accordance with specific approvals from the appropriate authorities. The additional
appropriations are added to the original budget by the entity upon receiving the
respective approvals in order to conclude the final budget.

The Board’s budget is prepared on a different basis to the actual income and expenditure
disclosed in the financial statements. The financial statements are prepared on accrual basis
using a classification based on the nature of expenses in the statement of financial
performance, whereas the budget is prepared on a cash basis. The amounts in the financial
statements were recast from the accrual basis to the cash basis and reclassified by
presentation to be on the same basis as the approved budget. A comparison of budget
and actual amounts, prepared on a comparable basis to the approved budget, is then
presented in the statement of comparison of budget and actual amounts.

In addition to the Basis difference, adjustments to amounts in the financial statements are
also made for differences in the formats and classification schemes adopted for the
presentation of the financial statements and the approved budget.

A statement to reconcile the actual amounts on a comparable basis included in the
statement of comparison of budget and actual amounts and the actuals as per the
statement of financial performance has been presented under section xv of these financial
statements.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)
¢) Taxes

Current income tax

Current income tax assets and liabilities for the current period are measured at the
amount expected to be recovered from or paid to the taxation authorities. The tax rates
and tax laws used to compute the amount are those that are enacted or substantively
enacted, at the reporting date in the area where the Board operates and generates taxable
income.

Current income tax relating to items recognized directly in net assets is recognized in net
assets and not in the statement of financial performance. Management periodically
evaluates positions taken in the tax returns with respect to situations in which applicable
tax regulations are subject to interpretation and establishes provisions where appropriate.

Deferred tax

Deferred tax is provided using the liability method