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IAKE VICTORIA WATER STLPPLY AND SANITATION PHASE II (LVIYATSAN

Annual and Financial Statements the ended June 30,2023

I. ACROI\ryMS AND GLOSSARY OF TERMS

STI Short Term Interventions

ICPAK Institute of Certified Public Accountants of Kenya

LTI Long Term Interventions

IPSAS Intemational Public Sector Accounting Standards

NT

PFM

PSASB

Comparative FY

LVWATSAN

National Treasury

Public Finance Management.

Public Sector Accounting Standards Board

Financial year preceding the current financial year.

Lake Victoria Water & Sanitation

ll
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2.1

TER SUPPLY AND SANITATION PHASE II (LVWATSAN II)
uol and ancial Statements the ended June 30, 2023

RMATION AND OVERALL PERFORMANCE

office

South Water Supply and Sanitation Phase II

key objective of the project is to contribute to the improvement of
and health of communities in the basin and the reduction of

of the lake through improvements in sustainable water

infrastructure.

Victoria South Water Works Development Agency
victors House

Ring Road, Milimani
. O. Box 3325 Kisumu

following are the project contacts
(2s4) 0s7 202st27

l: info@lvswwda.go.ke
ebsite: www. lvswwda.so.ke

2.2 rmation

ective:

tacts:

ress:

I

and

Lake

4th April 201Iroject lart Date:

roject nd Date: 31't December2019

roject lanager: Eng. DanielOronje

African Development Fund (ADF)ponsor:

ul



LAKE VICTORIA WATER SUPPLY AND SANITATION PHASE II (LVWATSAN IO
Annual Report and Financial Stotements for the.financial year ended June 30, 2023

PROJECT INFORMATION AND OVERALL PERFORMANCE (Continued)

2.3 Project Overview

Line Ministry/State
Department of the
proiect

The Program is under the supervision of the Ministry of Water

and Sanitation.

Program number NUMBER P-Zl-EA0-004 (ADF GRANT NO.
210015501996

Strategic goal of the
Program

To contribute to the reversal of the pollution of the Lake

through the improvement of sustainable water and sanitation
infrastructure

Achievement
strategic goals

of The Program management aims to achieve the goal through the

following means:
(i) Improvement of water supply

(ii) Improvement of hygiene and environmental sanitation

(iii) Urban drainage improvement

(iv) Strengthen Capacity Building of the institutions.

important

of the

Other
background
information
Program

The project is divided into three components namely:
Works: (Short term and Long-Terrn Interventions) Water
Supply systems, Sanitation, Storm water drainage and land fill
and skip sites development.
Goods: Purchase of Tractors, Trailers and Skips, Exhausters

and Ugotugs, Vehicles and Motorcycles, Furniture and office
Equipment.
Services: Study, Design, Supervision, Hygiene and Sanitation
promotion and other consultant services.

Current situation that
the project was
formed to intervene

The project was formed to intervene in the following areas:

(i) Kericho
(ii) Keroka
(iii) Isebania

Program duration The project started on l5th April20l I and ran until 3lst
December 2019

IV
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TER SUPPLY AND SANITATION PHASE II (LVWATSAN TD

Statements the ended June 30,2023

are the bankers for the current year: -

ve Bank of Kenya

01141295755600

Bank
Branch
Number I104035464
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LAKE VICTORIA WATER ST]PPLY AND SANITATION PHASE II (LI/WATSAN IO
Annual and Financial Statements.for the Jinonciul year ended June 30,2023

PROJECT INFORMATION AND OVERALL PERFORMANCE (Continued)

2.5 Auditors

The project is audited by: -

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

2.6 Roles and Responsibilities

Names Title
desisnation

Key Qualifications Responsibilities

Chrispine O. Juma, HSC Ag. Chief
Executive
Officer

BSC degree in Civil
Engineering, MSC
and MBA.

Accounting
Officer

Eng. DanielO. Oronje Project
Coordinator

BSC degree in Civil
Engineering and MA
in Project Planning
and Management

Project
Coordinator

Vincent Kipng'eno Water
Engineer

B-Tech Degree in
Soil and Structural
Engineering

Project
Engineer

George Ageng'o Chemist BSC degree and MA
in Project Planning
and Manaqement

Environmentalist

Martin O. Mayi Procuremen
t Manager

BA degree, and MBA Procurement
Expert

CPA SamwelOgalo Senior
Accountant

Bachelor of
Commerce, Finance
CPAK

Program
Accountant

Diana Adhiambo Community
Developme
nt Officer

BA. Community
development

Community
Development
Officer

2.7 Funding summary

The Projects initial duration was for Four years from 20ll to 2015 but has been

extended to 3l't December 2019 with an approved budget of UA 11.84 million
equivalent to Ksh. 1,506,725,531 as highlighted in the table below: -

vl
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IlIKE VICTORIA WATER SUPPLY AND SANITATION PHASE II (LVWATSAN

Annual and Financial Statements the ended June 2023

PROJECT INFORMATION AI\[D OVERALL PERFORMANCE (continued)

2,8 Summary olOverall Proiect Petformance:

i) The project was completed and the Budget allocation was to cater for
bills that had not been paid by the time the project closed.

iD The project physical progress is operational and it was handed

Water and Sanitation Company for operation.

iii) The project achieved its value on completion and handing over for

iv) The implementation challenges included land issues, Environmental
which were solved during the implementation of the project.

Summaty of Project Compliance:

There are no non-compliance issues with applicable laws and

2.9

and

essential external financing agreements/covenants that are in the project.

vlll



L/IKE WA SUPPLY AND SANITATION PHASE II (LVIYATSAN ID
Annual Statements the encled June 30,2023

3ST OF RMANCE AGAINST PROJECT'S PREDETERMINED
o S

The Objectives of LVWATSAN II was to improve the health and quality of life
of the
reduce trI

n,15
Keroka trhnia.

lnsti
bil

lilate

For
sectors,

Below we

The

livin! in the Lake Victoria basin. The program's main objective was to
of Lhke Victoria by implementing sustainable water and sanitation

selecled secondary towns in the Lake Victoria basin, among them, Kericho,

lopment objectives of the project are to:-

water and sanitation investments in the secondary urban centres in
Region;

Ipro-popr
Vrctoila

tutiohal and human resource capacities at local
itv of improved water and sanitation services;,l
the $enefits of upstream water sector reforms

and regional levels for the

to reach the local level in

(i

cipatirlg urban centres;

the n$ative environmental impact of urbanization in the Lake Victoria

ent bf Strategic development objectives

ting and cascading the above development objectives to specific

objectives were made specific, measurable, achievable, realistic

MAR and converted into development outcomes. Attendant indicators

for of tracking progress and performance measurement.

the progre$s on attaining the stated objectives:

and

were

ll

on

po

F

the

B

the

Bui

Enhanced waste
collection.
Improved sewer
and sanitation
system

5. Motor
Vehicles, 5

Motor cycles, 5

exhausters, 4

Tractors, 7

Trailers, 86
Skips.
The complete
sewer line
system was

rehabilitated in
Kesricho.

to contrlbute to

frre improvement
of livf lihoods
furd he{lth of
opmmunities in
6e basin land the
rtduction i of
pollution lof the

sustainabl
sanitation

ln
4 water

lake

To purchase
performance
enhancing
equipment.
To rehabilitate
Kericho sewer
line system

Lake V
South
Supply

Phase II

ater
and

lx



L,AKE VICTORIA WATER SUPPLY AND SANITATION PHASE II (LVWATSAN II)
Annual und Financial Stotements for the ftnanciol year ended June 30,2023

Procurement of:
o Purchase of performance enhancing equipment such as: Motor vehicles (5no.), Motor

Cycles (5 No.), Exhausters (aNo.) Tractors (7No.) Trailers (7No.) and Skips (86 No.)

Construction of STI Works for Kericho, Keroka &. Isebania, was successfully

completed. The project is currently benefitting the communities with number of new

connections being 300 in Keroka and 500 in Isebania.

O

a

a

a

a

Rehabilitation of Kericho Sewerage System, Sewer Extensions and Sanitation Facilities
was initially awarded to Stansha Ltd but was terminated at 70o/o completion due to non-

performance of the Contractor. The project has been re-awarded to Zhongmei

Engineering Co. for the completion of outstanding works and other additional works.

The project is substantially completed.

Construction of Water Supply and Sanitation Works for Keroka & Isebania Towns

Keroka Component awarded to Zhongmei is complete and currently benefiting the

residents. Isebania component Completed by Zhongmei and is currently benefiting the

residents. Sirare works is about 100% complete.

Construction of Sanitary Landfill & Faecal Sludge Treatment Plant for Isebania Town
awarded to Riang International Group Ltd. Works initially delayed by presence of huge

underlying rock formation leading to re-design of the landfill, which are now complete

Consultancy Services for Detailed Designs and Supervision was awarded to GIBB
Africa Ltd. Currently all designs for the works projects have been done. The contract is
substantially completed. An addendum to the consultancy contract was given to cover the

extended implementation period of the on-going works and the Defects Notification
Period.

Consultancy for Hygiene and Sanitation Promotion was awarded to RAPADO. It
entailed promotion of hygiene and sanitation practices. The contract was completed.

a

x
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4 ENV

WATER SUPPLY AND SANITATION PHASE II (LVWATSAN II)
and Financisl Statements for the iul r ended June 30, 2023

AL AND SUSTAINABILITY REPORTING

ria Water and Sanitation Phase II Project exists to contribute to the reversal of the

of the Lake through the improvement of sustainable water and sanitation

by ensuring the provision of sufficient, hygienic, economically viable and

le Water and Sanitation Services for the population of the selected towns, thus

lng to the overall development goal of improving the health of the urban population

waterborne diseases and favouring economic development. The other main

to improvement of water supply, improvement of hygiene and environmental

rban drainage improvement and Strengthen Capacity Building of the institutions'

a brief highlight of our achievements in each pillar

nabi lity strategy and profile-
her mandate, LVSWWDA is committed to perform ethically and contribute to

their

well as of the local community and society at large. LVWWDA undertakes to

ness in a way which will achieve sustainable growth, in line with legal and

igations. We aim to achieve our business objectives in a caring and responsible
ob into account economic, social and environmental impacts. In light of this,

A has conducted various CSR projects under the different projects we are

lng

nmental performance
IS operating AS per the NEMA provisions of the EMCA 1999, and

wasp

l.
In

U

development while improving the quality of life of the workforce and

L

2

reg

3

(lmpact Assessment and Audit) Regulations 2003 as well as other

regulations (statutory requirements). The Agency therefore conducts

and social impact assessment for all its projects to ensure compliance with the

The Projects were licenced by NEMA before constructions commences and

nitoring is done during construction to ensure compliance and protection of the

Catchment management activities are incorporated in the projects. The Agency

has ronmentalist who is a Project Implementation Team member for all the projects

welfare
manag ement is by Lake Victoria South Water Works Development Agency staff

the entity 's employee welfare policies and guidelines apply as detailed below

has developed an approved Human Resource Instruments in which one of the

ve Human Resource Policy and Procedures Manual which is the

in the management of the Human Resources at the Agency. The document

ons fbr managing the entire scope of Human Resource Management and

cycle.

ge

th
guides the implementation of the policies and decision making at various levels

the ncy on matters human capital. The policy provision covers the entire

process, pay and benefits, emPl oyee relations, performance management,

& lopment and the health and safetY issues. in consideration of the affirmative

acti policy addresses issues related to gender balance, persons with disability and

of the marginalized communities in all as

The
and

The
a comprehensigu

It

c

wl

co
the

xl

pects of human resources dynamics.



LAKE VICTORIA WATER SUPPLY AND SANITATION PHASE II (LVWATSAN IO ANNUOI

Report and Financial Stotements for the linancial year ended June 30, 2023

Under the career development, LVSWWDA has a comprehensive career progression

document that outlines employee succession plans including requirements for internal

promotions and the external engagements where talents may be required within its

establishment. This is an instrument that outlines job descriptions fbr each cadre of
employee. Together with the annual departmental workplans and the Government's

performance contracting tool enables employees set their targets and eventually evaluated

through annual appraisals. The evaluation enables employees of the Agency to be upskilled,

helped or otherwise redeployed and upscaled.

The Agency also recognizes and commits itself to the achievement of the highest standards

of health and safety in the workplace, and the elimination or minimization of health and

safety hazards and risks that may affect its employees. In this regard, it it implements policies

and programmes that assure their protection from such hazards and disasters. The policies

and programmes are implemented in compliance with the provisions of Occupational Saf'ety

and Health Act,2007 and other Labour Laws.

4. Market place practices-
The Agency ensures incorporation of competitive market practices through, encouraging

competitive bidding by Placing advertisements for all tenders in our local dailies, our website

and The Govt. of Kenya Treasury portal. This enables all prospective bidders to access the

information and to participate. At the close of all tenders, representatives who choose to

attend are invited to witness the opening of the tenders to ensure transparency in the bidding
process. AII the participants are informed of the outcome of the procurement process.

The Agency has always maintained an effective feedback mechanism by holding an annual

supplier meeting to get feedback from suppliers and contractors. Any concerns raised during
the forum are adequately addresses.

All engagements between the Agency and suppliers and/or contractors take the form of
purchase orders and contracts which are signed by both parties and they clearly enumerate

responsibilities and obligations of either party. The payment schedules also form part of the

contracts and they are strictly adhered to during the contract period. LVSWWDA encourages

public participation and also clearance by relevant Govt agencies to ensure consumer rights

and interests are not infringed

5. Community Engagements-
The Agency through the project undertook various CSR activities within the area of
proj ect implementation.

xll
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Project
The

by

Chrispine
Ag. Chief

HSC

Officer

the

Executive Officer of Lake Victoria South Water Works Development Agency (The

ch is the implementing agency (lA) of the project under the Ministry of Water &
and the Program Coordinator for ADB funded Projects are responsible for the

and presentation of the Project's financial statements, which give a true and fair view

of affairs of the Project for and as at the end of the financialyear ended on June 30,

responsibility includes: (i) maintaining adequate financial management arrangement
of
20

po the Project; (iii) designing, implementing and maintaining internal controls relevant to

and that these continue to be effective throughout the reporting period; (ii) maintaining

records, which disclose with reasonable accuracy at any time the financial

and fair presentation of the financial statement, and ensuring that they are free from

whether due to error or fraud; (iv) safeguarding the assets of the Project;

(v)

that

and applying appropriate accounting policies; and (vi) making accounting estimates

in the circumstances

ve Officer of the Agency and the Program Coordinator for LVWATSAN II

responsibility for the Project's financial statements, which have been prepared on

asis Method of Financial Reporting, using appropriate accounting policies in

International Public Sector Accounting Standards.

Officer of the Agency and the Program Coordinator for LVWATSAN II

f the opinion that the Project's financial statements give a true and fair view of the

state ct's transactions during the financial year ended June 30, 2023, and of the Project's

as at that date. The Chief Executive Officer of the Agency and the Project

for LVWATSAN II Project further confirm the completeness of the accounting

ned for the Project, which have been relied upon in the preparation of the Project

as well as the adequacy of the systems of intemal financial control.

ve Officer of the Agency and the Program Coordinator for LVWATSAN II

that the Project has complied fully with applicable Govemment Regulations and

extemal financing covenants, and that Project funds received during the financial

audit were used for the eligible purposes for which they were intended and were

for

Statements

ll/ATER SUPPLY AND SANITATION PHASE II (LVIYATSAN I0 Annual
Stotements for the financial ended June 30, 2023

OF PROJECT MANAGEMENT RESPONSIBILITIES

statements were approved by the Chief Officer of.the Agency and the

for LVWATSAN II Project on 2023 and signed

)

CP? Ogalo

ac

The

proj

the

fi
C

The

Proj

The

Proj

the

Oronje
Program Cordinator Program Accountant

ICPAK MNo.9933

are

fP
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Telephone:

E-mail: info
Website:
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REPUBLIC OF KEIYYA

OFFICE OF THE AUD]TOR.GEIIERAL

Enhanc ing Account abil i ty

HEADqUARTERS
Anniversary Towers

Monrovia Street
P.O. Box 3oo84-ooroo

NAIROBI

ke

SO

A

THE DITOR-GENERAL ON LAKE VICTORIA WATER SUPPLY AND
SAN PROG ME PHASE il PROJECT NO. P-21-EAO-004 (ADF GRANT
NO. 1 9e67) FOR THE YEAR ENDED 30 JUNE, 2023 . LAKE VICTORIA

KS DEVELOPMENT AGENCY

PR

the contents of my report which is in three parts

Statements that considers whether the financial statements
in accordance with the applicable financial reporting framework,
s and the relevant laws and regulations that have a direct effect
ments.

B and Effectiveness in Use of Public Resources which considers
plicable laws, regulations, policies, gazette notices, circulars,
uals and whether public resources are applied in a prudent,
transparent and accountable manner to ensure Government

and that such funds are applied for the intended purpose

C ess of lnternal Controls, Risk Management and Governance
the entity has instituted checks and balances to guide internal

to the effectiveness of the governance structure, the risk
nment and the internal controls, developed and implemented by
governance for orderly, efficient and effective operations of the

a
a

gu

An un
releva
gove
year

The
respon
Public
the

REPO

Qual

I have

Report of
EAO-004

m
th

does not necessarily mean that an entity has complied with all
lations, and that its internal controls, risk management and
properly designed and were working effectively in the financial

report are aimed at addressing the statutory roles and
ditor-General as provided by Article 229 of the Constitution, the

Act,2012 and the Public Audit Act, 2015. The three parts of
ether constitute the report of the Auditor-General

CIAL STATEMENTS

ng financial statements of Lake Victoria Water Supply and
l! set out on pages 1to 12, which comprise of the statement

Lake Victoria l4rater Supply and Sqnitation Programme Phase II Project No. P-Zl-
55019967) for the year ended 30 June, 2023 - Lake Victoria South l(ater Works

standa
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mme
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,

of financial assets as at 30 June, 2023, and the statement of receipts and payments,
statement of cash flows and the statement of comparison of budget and actual amounts
for the year then ended, and a summary of significant accounting policies and other
explanatory information in accordance with the provisions of Article 229 of the
Constitution of Kenya and Section 35 of the PublicAuditAct,20l5. lhave obtained all
the information and explanations which, to the best of my knowledge and belief, were
necessary for the purpose of the audit.

!n my opinion, except for the effect of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of Lake Victoria Water Supply and Sanitation Programme
Phase !l as at 30 June, 2023, and of its financial performance and its cash flows for the
year then ended, in accordance with International Public Sector Accounting Standards
(Cash Basis) and comply with the terms of Financing Agreement ADF Grant
No.2100155019967 dated 04 April,2011 between the African Development Furd and
East African Community and the Subsidiary Agreement No. L\MATSAN/KE/002 dated
15 April, 201 1 between the Government of Kenya and East African Community and Public
Finance Management Act, 2012.

Basis for Qualified Opinion

Unsupported Pending Account Payables

Note 8 to the financial statements on other important disclosures reflects a balance of
Kshs.140,187,852 in relation to pending account payables as detailed in Annex 2. The
balance includes retention monies owed to contractors amounting to Kshs.115,740,344.
However, Management did not provide supporting documents on how the claims were
determined for audit.

ln the circumstances, the accuracy and completeness of the outstanding pending account
payables of Kshs.140,187,852 could not be confirmed.

The audit was conducted in accordance with lnternational Standards of Supreme Audit
!nstitutions (lSSA|s). I am independent of the Lake Victoria Water Supply and Sanitation
Program (Phase ll) Project Management in accordance with ISSAI 130 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 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.

Report of the Auditor-General on Lake Victoria Lltater Supply and Sanilation Programme Phase Il Project No. P-Zl-
EAO-004 (ADF Grant No.2100155019967) for the year ended 30 June, 2023 - Lake Victoria South Water Works
Development Agency

2
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Report of

Performance

of budget and actual amount reflects a final budget of
actual payments (acquisition of non-financial assets) of

g to under-utilization of the budget by Kshs.39,244,574 or 52Yo of

affected the planned activities of the Project and may have
service delivery to the public.

ULNESS AND EFFECTIVENESS IN USE OF PUBLIC

229(6) of the Constitution, based on the audit procedures
matter described in the Basis for Conclusion on Lawfulness and

Public Resources section of my report I confirm that, nothing else
to cause me to believe that public resources have not been

effective way

Delayed Settlement of Pending Bills

led that an amount of Kshs.35,755,426 was paid to a contractor
yed payments. Further, Annex 2 to the financial statements

is still owed an amount of Kshs.115,740,344 in respect of

s supposed to run from 15 April, 2011 to 31 December, 2019
any activities for the last two years except settling of pending

rred in the previous years. Management has not explained the
osing the Project transferring the assets and liabilities to the

in the financing agreement.

the value for money on the interest paid amounting to
be confirmed

in accordance with ISSAI 4000. The standard requires that I

rements and plan and perform the audit to obtain assurance
financial transactions and information reflected in the

compliance, in all material respects, with the authorities that
the audit evidence I have obtained is sufficient and appropriate

ton

on Victoria Water Supply and Sanitation Programme Phase II Project No. P-Zl-

eln th
Kshs.

019967) for the year ended 30 June, 2023 - Lake Victoria South llater Works
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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, I confirm that, nothing has come to my attention to cause me to
believe that internal controls, risk management and overall governance were not effective.

Basis for Conclusion

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standards
require that I plan and perform the audit to obtain assurance about whether effective
processes and systems of internalcontrol, risk management and overall governance were
operating effectively, in all material respects. I believe that the audit evidence I have
obtained is sufficient and appropriate to provide a basis for my conclusion.

Responsibilities of Management and those Gharged with Governance

lVlanagement is responsible for the preparation and fair presentation of these financial
statements in accordance with lnternational 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.

ln 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
lVanagement is aware of the intention to terminate the project or to cease operations.

lvlanagement 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.

ln 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 l/anagement 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.

Report of the Auditor-General on Lake Victoria l{ater Supply and Sanitation Programme Phase Il Project No. P-21-
EAO-001 (ADF Grant No.2100155019967) for the year ended 30 June, 2023 - Lake Victoria South l{ater Works
Development Agency
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ponsibilities for the Audit

are to obtain reasonable assurance about whether the financial
are free from material misstatement, whether due to fraud or error,

report that includes my opinion in accordance with the provisions
blic Audit Act, 2015 and submit the audit report in compliance with
nstitution. Reasonable assurance is a high level of assurance, but
an audit conducted in accordance with lSSAls will always detect
and weakness when it exists. Misstatements can arise from fraud

idered material if, individually or in the aggregate, they could
to influence the economic decisions of users taken on the basis
ents.

it of the financial statements, a compliance audit is planned and
conclusion about whether, in all material respects, the activities,
and information reflected in the financial statements are in

orities that govern them and that public resources are applied in
rdance with the provisions of Article 229(6) of the Constitution

ort in compliance with Article 229(7) of the Constitution

d performing the audit of the financial statements and audit of
internal controls in order to give an assurance on the effectiveness

management and governance processes and systems in
isions of Section 7(1)(a) of the PublicAuditAct, 2015 and submit

liance with Article 229(7) of the Constitution. My consideration of
ld not necessarily disclose all matters in the internal controls that
esses under the lSSAls. A material weakness is a condition in

on of one or more of the internal control components does not
level the risk that misstatements caused by error or fraud in

material in relation to the financial statements being audited may
within a timely period by employees in the normal course of

functions.

limitations, internal controls may not prevent or detect
nces of non-compliance. Also, projections of any evaluation of
periods are subject to the risk that controls may become

es in conditions, or that the degree of compliance with the
ures may deteriorate

nducted in accordance with lSSAls, I exercise professional
professional skepticism throughout the audit. I also:

risks of material misstatement of the financial statements,
or error, design and perform audit procedures responsive to

n audit evidence that is sufficient and appropriate to provide a
The risk of not detecting a material misstatement resulting from

Lake Victoria l{ater Supply and Sanitation Programme Phase II Project No. P-Zl -
55019967) for the year ended i0 June, 2023 - Lake Victoria South llater WorksNo.2l00
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a

a

a

a

o

fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal controls.

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

Conclude on the appropriateness of the Management's use of the applicable basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the Project's
ability to continue to sustain its services. lf 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 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.

Perform such other procedures as I consider necessary in the circumstances.

I communicate with the [/anagement 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.

I also provide Management with a statement that I 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.

CPA
AUDITOR.GENERAL

Nairobi

03 November,2023

Report of the Auditor-General on Lqke Victoria Water Supply and Sanitation Programme Phase II Project No. P-Zl -
EA0-001 (ADF Grant No.2100155019967)for the year ended 30 June, 2023 - Lake Victoria South ll'ater Works
Development Agency
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LAKE VICTORIA II/ATER SAPPLY AND SANITATION PHASE II (LVWATSAN ID
Annual Report and Financial statements for the Jinancial year ended June 30, 2023

8 STATEMENT OF FINANCIAL ASSETS AS AT 3OTH JUNE 2023

The accounting policies and explanatory notes to these financial statements form

of the The financial statements were approved on

and

Chrispine uma Eng. Oronje Samwel Ogalo
Coordinator

part
3

Ag. Chief Executive Officer Program Accountant
ICPAK Member No. 9933

FINANCIAL ASSETS

Cash and Cash Equivalents
18,8745.A 39,263,448Bank Balances

5.8Cash Balances
5.Cshort-term deposits)Cash Equivalents (

18,87439,263,448Total Cash and Cash Equivalents
18,87439,263,448NET ASSETS

REPRESENTED BY
18,8746 18,874Fund balance b/fwd

7Prior year adiustments
39,244,574Sumlus/(Deficit) for the year

18,87439,263,448NET FINANCIAL POSITION

2



L,4KE WA SUPPLY AND SANITATION PHASE II (LVIYATSAN ID
Ann Statements the ended June 30, 2023

9ST HFLOW FOR THE YEAR ENDED 3OTH JUNE 2023

The explanatory notes to these financial statements part

The entity financial statements were approved on 2023of the
and

o a Oronje
Program Coordinator

O. Ogalo
Accountant

ICPAK Member No. 9933
Ag. r

OF

)PERATING ACTIVITIESCASI rLo v FROM,
nnprqfirRecei s frr rg activities

133,734,5441 75,000,0001 tsfer fror n Government entities

rts fi t operat ng activitiesPaym
6lds and r 3rvrcesPurch eof
9nment entitiesTrans 's to er gover

e yearAdjur nenl uring tt
1i l5Prior :arA rstments

e l(ln t6ase) in I .ccounts ReceivableDecre

ft(pe t7ase) in I .ccounts PayableIncrea
133,734,54475,000,000,rating activitiesNet c: hflo v rom opt

CAST .LO
V F'ROM ] NVESTING ACTIVITIES
f (35,755,426) (133,734,544)4Acqui .lon Issets

(133,734,544)39,244,574rflo from In yesting ActivitiesNet cr

I,r)I }ORROWING ACTIVITIESCASI v iROM 1

JiorrowingsProcer s fro n roreign I

rflo V rom fini rncing activitiesNet c:

,l
N

CRl
AI,I

NET ]

EOUI
SEINC
TS

ASH AND CASH

r] 18,874 18,874llrd ca equivalr rnt at BEGINNING of the yearCash
rl 18,8741l 39,263,448nt at END of the yearCash rd ca equivalr

lClest

JI

3
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I 1.1
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11.2 Rep

The
Mini
South

ll.3 Rep

The

The

TER SUPPLY AND SANITATION PHASE II (LVIYATSAN II))
an Finuncial Ststements or the nancial ended June 3 2023

CCOUNTING POLICIES

policies adopted in the preparation of these financial statements are set out

compliance and basis of preparation

statements have been prepared in accordance with Cash-basis IPSAS financial reporting
basis of accounting, as prescribed by the PSASB and set out in the accounting policy

cash basis of accounting has been supplemented with accounting for; a) receivables

and salary advances and b) payables that include deposits and retentions. The

comply with and conform to the form of presentation prescribed by the PSASB.
policies adopted have been consistently applied to all the years presented'

tity

statements are fbr Lake Victoria South Water & Sanitation Project Phase II under the

ater , Sanitation and Irrigation. The financial statements are for the Lake Victoria
Sanitation Project Phase II as required by Section 8l of the PFM Act,2012.

statements are presented in Kenya Shillings (Ksh.), which is the functional and

y of the Project and all values are rounded to the nearest Kenya Shilling

f receipts

South Water & Sanitation Project Phase II recognises all receipts from the various
the event occurs, and the related cash has actually been received.

from the Exchequer

from Exchequer is recognized in the books of accounts when cash is received. Cash

d as received when payment instruction is issued to the bank and notified to the

cy

The fi
reporti

tt.4

Lake
source

i)

ls

a

ii)

iii)

entlty.

Assistance

assistance is monies received through grants and loans from multilateral and bilateral

t partners

ts

Appropriat ion-in-Aid and relates to receipts such as proceeds from disposal of
sale of tender documents. These are recognized in the financial statements at the

ted cash is received

and grants

donations shall be recognized in the books of accounts when cash is received.

ered as received when a payment advice is received by the recipient entity or

gra
iary. In case of grant/donation in kind, such grants are recorded upon receipt ot

and upon determination of the value. The date of the transaction is the value

tS

1S

of
ater

whe

tern

lvl

iv) D

indi
rtern

on the payment advice.
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L,/IKE VICTORIA WATER SUPPLY AND SANITATION PHASE II (LVWATSAN II))
Annual and Financial Statements for the Jinancial year ended June 30, 2023

Significant Accounting Policies (Continued)

v) Proceeds from borrowing

Borrowing includes external loans acquired by the Project or any other debt the Project may

take and will be treated on cash basis and recognized as a receipt during the year they were

received.

vi) Undrawn external assistance

These are loans and grants at reporting date as specified in a binding agreement and relate to

funding for the Project currently under development where conditions have been satisfied or

their ongoing satisfaction is highly likely and the project is anticipated to continue to

completion. An analysis of the Project's undrawn external assistance is shown in the funding

summary.

Rerecognition of payments

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

been paid out by the Project.

11.5

i) Use of goods and services

Goods and services are recognized as payments in the period when the goods/services are

consumed and paid for. If not paid for during the period where goods/services are

consumed, they shall be disclosed as pending bills.

ii) Interest on borrowing

Borrowing costs that include interest are recognized as payment in the period in which

they incur and paid for.

iii) Repayment of borrowing (principal amount)

The repayment of principal amount of borrowing is recognized as payment in the period

in which the repayment is made. The stock of debt is disclosed as an annexure to the

consolidated fi nancial statements.

iv) Acquisition of fixed assets

The payment on acquisition of property plant and equipment items is not capitalized. The

cost of acquisition and proceeds from disposal of these items are treated as payments and

receipts items respectively. Where an asset is acquired in a non-exchange transaction for
nil or nominal consideration and the fair value of the asset can be reliably established, a

contra transaction is recorded as receipt and as a payment.

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

financial statements.

6
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ll.6 c
Cash
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For
cash

ll.7

The Entity
notes to the
benefits or

11.8 Pending

Pending
goods or

n cash

Restri represents amounts that are limited/restricted from being used to settle a liability for

atl months after the reporting period. This cash i s limited for direct use as required by

strpu unts maintained in deposit bank accounts are restricted for use in refunding third
part

Significa Policies (Continued

i) It probable that an outflow of resources embodying economic benefits or service

I be required to settle the obligation; or

ii) of the obligation cannot be measured with sufficient reliability

Some of co liabilities may arise from: litigation in progress, guarantees, indemnities. Letters of
surance, Public Private Partnerships,comfort/ s

TER SIIPPLY AND SANITATION PHASE II (LI4YATSAN ID)
Statements or the ended June 30, 2023

Policies (Continued)

equivalents

equivalents comprise cash on hand and cash at bank, short-term deposits on call and

investments with an original maturity of three months or less, which are readily

known amounts of cash and are subject to insignificant risk of changes in value. Bank

include amounts held at the Central Bank of Kenya and at various commercial

of the financial year

s of these financial statements, cash and cash equivalents also include short term

and advances to authorized public officers and/or institutions which were not

accounted for at the end ofthe financial year.

recognize a contingent liability but discloses details of any contingencies in the

statements unless the possibility of an outflow of resources embodying economic

is remote

st of unpaid liabilities at the end of the financial year arising from contracted

during the year or in past years. As pending bills do not involve the payment of
period, they recorded as 'memorandum' or'off-balance' When the pending

, such payments are included in the statement of receipts and payments in the

year in w payments are made.

cash in
bills are fi ly

7



LAKE VICTORIA TYATER ST]PPLY AND SANITATION PHASE II (LVIYATSAN II))
Annual Report and Financial Statements for the Jinancial year ended June 30, 2023

Significant Accounting Policies (Continued

11.9 Budget

The budget is developed on a comparable accounting basis (cash basis), the same accounts

classification basis (except for accounts receivable - outstanding imprest and clearance accounts and

accounts payable - deposits, which are accounted for on an accrual basis), and for the same period

as the financial statements. The Project's budget was approved as required by Law and National

Treasury Regulations, as well as by the participating development partners, as detailed in the

Government of Kenya Budget Printed Estimates for the year. The Development Projects are

budgeted for under the MDAs but receive budgeted funds as transfers and account for them

separately. These transfers are recognized as inter-entity transfers and are eliminated upon

consolidation. A high-level assessment of the Project's actual performance against the comparable

budget for the financial yearlperiod under review has been included in an annex to these financial

statements.

11.10 Third party payments

During the year the project did not receive third party payments

11.11 Exchange rate differences

The accounting records are maintained in the functional currency of the primary economic

environment in which the Project operates, Kenya Shillings. Transactions in foreign currencies

during the yearlperiod are converted into the functional currency using the exchange rates

prevailing at the dates of the transactions. Any foreign exchange gains and losses resulting from
the settlement of such transactions and from the translation at year-end exchange rates of monetary
assets and liabilities denominated in foreign currencies are recognized in the statements of receipts

and payments.

ll.l2 Comparative figures

Where necessary comparative figures for the previous financial yearlperiod have been amended or
reconfigured to conform to the required changes in financial statement presentation.

11.f3 Subsequent events

There have been no events subsequent to the financial yearlperiod end with a significant impact on

the financial statements for the year ended June 30, 2023.

ll.l4 Prior period adjustments

Prior period adjustments relate to errors and other adjustments noted arising from previous
year(s). There were no prior year adjustments.

Significant Accounting Policies (Continued

8
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During

4.

TER Y AND SANITATION PHASE II (LVWATSAN ID)
the cial ended June 2023

CIAL STATEMENTS

ment entities

funding and other receipts from government as follows:

and Foreign Grants

to 30 June 2023,there was no grants received from donors.

ent Partners

30 June 2023, there was no Loans received.

Assets

FIN

'tful
'lltat

ng throa
& Iruisa

gh
tion

Counterl
Ministrv'

93,695,77925,000,000funr sCounterpi
35,038,765l.Counterpt

5,000,000func s )uarter 3Counterpa
firnd 50,000,000)uarter 4

133,734,54475,000,000Total

period

al

of

Ksh.Ksh.Ksh.Ksh. Ksh.

2rll2rll51263133,734,5445
I

00.00 35,755,426
ks

,755,4
Constructid
and civil wr

133,734,544 2,1121115,26335,7551426755,42 00.00Total 3
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LAKE VICTORIA WATER SUPPLY AND SANITATION PHASE II (LVWATSAN ID)
Annuol R and Finonciol Statements the year ended June 30,2023

Notes to the Financial Statements (Continued)

5. Cash And Cash equivalents

Lake Victoria Water and Sanitation Project one project account spread within the proj{
implementation area and no foreign currency designated accounts managed by the Nathiral
Treasury as listed below: l

5. A Bank Accounts

Project Bank Accounts

Note: Some of the project money was still held in Development Account during tht under
revlew

6. F'und Balance Brought Forward

a

l

l

l

/
)

/

I

39,263,448 !19,874Bank accounts (Note 5,A')

Cash in hand (Note 58)
Cash equivalents (short-term deposits)

CNote 5C)
39,263,448 pa$ttTotal

i
Local Currency Accounts

18,874 18,874Co-operative Bank of Kenya [A/c No. 011412957 55600]

39,244,574Kenya Commercial Bank (Dev)

39,263,448 18,874Total local currency balances

39,263,448 18,874Total bank account balances

39,263,448 18,874I
I

I

Bank accounts

Cash in hand

Cash equivalents (short-term deposits)

Outstanding imprests and advances
39,263,448 18,874i

/
Total

10



LAKE WA SAPPLY AND SANITATION PHASE II (LVIYATSAN ID)
Fin Statements the cial ended June 2023

(Continued)

adjustment

ayable (See Annex 3a)

Notes

7.

8.

I

pnor

rtant

(35,755,426) 140,187,8520r of r lr I works 175,943,278Construct:

140,187,8520 (35,755,426)175,943,278Total
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I.AKE VICTORIA IYATER SUPPLY AND SANITATION PHASE II (LVWATSAN II))
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