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LAKE VICTORIA WATER SUPPLY AND SANITATION PHASE II (LVWATSAN H)
Annual Report and Financial Statements for the financial year ended June 30, 2023

1. ACRONYMS AND GLOSSARY OF TERMS

STI

ICPAK

LTI

[PSAS

NT

PFM

PSASB
Comparative FY

LVWATSAN

Short Term Interventions

Institute of Certified Public Accountants of Kenya
Long Term Interventions

International Public Sector Accounting Standards
National Treasury

Public Finance Management.

Public Sector Accounting Standards Board
Financial year preceding the current financial year.

Lake Victoria Water & Sanitation
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CTORIA WATER SUPPLY AND SANITATION PHASE II (LVWATSAN II)

ARnual Report and Financial Statements for the financial year ended June 30, 2023

2.4 PRQJECT INFORMATION AND OVERALL PERFORMANCE

2.1

2.2

Name and registered office

Name: Lake Victoria South Water Supply and Sanitation Phase II

(Lfbjective: The key objective of the project is to contribute to the improvement of

livelihoods and health of communities in the basin and the reduction of
pollution of the lake through improvements in sustainable water
sanitation infrastructure.

Address: Lake Victoria South Water Works Development Agency
Lavictors House

Off Ring Road, Milimani

P. O. Box 3325 Kisumu

KENYA.

Contacts: The following are the project contacts
Telephone: (254) 057 2025127
E-mail: info@lvswwda.go ke
Website: www.lvswwda.go.ke

Project Information

Project Start Date: 4th April 2011

Project End Date: 31* December 2019

Project Manager: Eng. Daniel Oronje

Project Sponsor: African Development Fund (ADF)
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LAKE VICTORIA WATER SUPPLY AND SANITATION PHASE II (LVWATSAN H)
Annual Report and Financial Statements for the financial year ended June 30, 2023

PROJECT INFORMATION AND OVERALL PERFORMANCE (Continued)

2.3 Project Overview

Ministry/State
of the

Line
Department
project

The Program is under the supervision of the Ministry of Water
and Sanitation.

Program number

NUMBER P-Z1-EA0-004 (ADF GRANT NO.
2100155019967)

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 of

strategic goals

The Program management aims to achieve the goal through the
following means:

(1) Improvement of water supply

(i)  Improvement of hygiene and environmental sanitation
(iii)  Urban drainage improvement

(iv)  Strengthen Capacity Building of the institutions.

Other
background
information of the
Program

important

The project is divided into three components namely:

Works: (Short term and Long-Term 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

The project was formed to intervene in the following areas:

! P (i) Kericho
ormed to Intervene (ii) Keroka
(iii) Isebania

Program duration

The project started on 15" April 2011 and ran until 31*
December 2019
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‘2.4 Hankers

—

he following are the bankers for the current year: -

if Cooperagve Bank of Kenya
Kisumu Branch
Account no. 01141295755600.

ii. Kenya Commercial Bank
Kisumu Branch
Account Number 1104035464

|
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LAKE VICTORIA WATER SUPPLY AND SANITATION PHASE II (LVWATSAN H)
Annual Report and Financial Statements for the financial 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

Coordinator

Engineering and MA
in Project Planning
and Management

| Names Title Key Qualifications Responsibilities
designation
Chrispine O. Juma, HSC | Ag.  Chief | BSC degree in Civil | Accounting
Executive Engineering, MSC Officer
Officer and MBA.
Eng. Daniel O. Oronje Project BSC degree in Civil Project

Coordinator

Vincent Kipng’eno Water B-Tech Degree in Project
Engineer Soil and Structural Engineer.
Engineering
George Ageng’o Chemist BSC degree and MA | Environmentalist
in Project Planning
and Management
Martin O. Mayi Procuremen | BA degree, and MBA | Procurement
t Manager Expert
CPA Samwel Ogalo Senior Bachelor of Program
Accountant | Commerce, Finance Accountant
CPAK
Diana Adhiambo Community | BA. Community Community
Developme | development Development
nt Officer Officer

2.7 Funding summary

The Projects initial duration was for Four years from 2011 to 2015 but has been
extended to 31% December 2019 with an approved budget of UA 11.84 million

equivalent to Ksh. 1,506,725,531 as highlighted in the table below: -
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LAKE VICTORIA WATER SUPPLY AND SANITATION PHASE II (LVWATSAN II)
Annual Report and Financial Statements for the financial year ended June 30, 2023

PROJECT INFORMATION AND OVERALL PERFORMANCE (continued)

2.8 Summary of Overall Project Performance:

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

ii)  The project physical progress is operational and it was handed over to Gusii
Water and Sanitation Company for operation.

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

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

2.9 Summary of Project Compliance:

e There are no non-compliance issues with applicable laws and regulations, and
essential external financing agreements/covenants that are in the project.
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LAKE VICTORIA WATER SUPPLY AND SANITATION PHASE II (LVWATSAN II)
Annual Report and Financial Statements for the financial year ended June 30, 2023

3STATEMENT OF PERFORMANCE AGAINST PROJECT’S PREDETERMINED
OBJECTIVES

Introductio

The Délelopment Objectives of LVWATSAN II was to improve the health and quality of life
of the populdtions living in the Lake Victoria basin. The program's main objective was to
reduce Jpollufion of Lake Victoria by implementing sustainable water and sanitation
infrastridcture fin 15 selected secondary towns in the Lake Victoria basin, among them, Kericho,
Keroka find Isgbania.

The kdy development objectives of the project are to:-

(i) Support pro-poor water and sanitation investments in the secondary urban centres in
the Lake Victoria Region;

(i#} Build institutional and human resource capacities at local and regional levels for the
sustdinability of improved water and sanitation services;

(iif) Facjlitate the benefits of upstream water sector reforms to reach the local level in
+ the participating urban centres;

Reduce the negative environmental impact of urbanization in the Lake Victoria
Basjn.

tainment of Strategic development objectives

bf implementing and cascading the above development objectives to specific
development objectives were made specific, measurable, achievable, realistic
1 (SMART) and converted into development outcomes. Attendant indicators
for reasons of tracking progress and performance measurement.

the progress on attaining the stated objectives:

's‘.‘x:_,:; TIVE

Lake To contribute to | To purchase | 5. Motor Enhanced waste
South ater || the improvement | performance Vehicles, S | collection.
Supply and| of  livelihoods | enhancing Motor cycles, 5 | Improved sewer
Sanitationﬁ and health of | equipment. exhausters, 4 | and  sanitation
Phase II. communities in | To  rehabilitate | Tractors, 7 | system

the basin and the | Kericho  sewer | Trailers, 86

reduction of | line system Skips.

pollution  of the The complete

lake through sewer line

improvements in system was

sustainable water rehabilitated in

sanitation Kesricho.

infrastructure

ix




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

Procurement of:

Purchase of performance enhancing equipment such as: Motor vehicles (5no.), Motor
Cycles (5 No.), Exhausters (4No.) Tractors (7No.) Trailers (7No.) and Skips (86 No.)

Construction of STI Works for Kericho, Keroka & Isebania, was sucecessfully
completed. The project is currently benefitting the communities with number of new
connections being 300 in Keroka and 500 in Isebania.

Rehabilitation of Kericho Sewerage System, Sewer Extensions and Sanitation Facilities
was initially awarded to Stansha Ltd but was terminated at 70% 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.



LAKE VICTORIA WATER SUPPLY AND SANITATION PHASE II (LVWATSAN II)
Annual Repory and Financial Statements for the financial year ended June 30, 2023

ENTAL AND SUSTAINABILITY REPORTING

ctoria 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

cdntribyting to the overall development goal of improving the health of the urban population
reducing waterborne diseases and favouring economic development. The other main
pose| was to improvement of water supply, improvement of hygiene and environmental
. Urban drainage improvement and Strengthen Capacity Building of the institutions.

ustainability strategy and profile-
ing her mandate, LVSWWDA is committed to perform ethically and contribute to
development while improving the quality of life of the workforce and their

| oHligations. We aim to achieve our business objectives in a caring and responsible
King into laccount economic, social and environmental impacts. In light of this,

nvirgnmental performance

¢y is operating as per the NEMA provisions of the EMCA 1999, and
ronmiental (Impact Assessment and Audit) Regulations 2003 as well as other
onméntal regulations (statutory requirements). The Agency therefore conducts
onméntal and social impact assessment for all its projects to ensure compliance with the
. The Projects were licenced by NEMA before constructions commences and
ar mbnitoring is done during construction to ensure compliance and protection of the
onmdnt, Catchment management activities are incorporated in the projects. The Agency
ronmentalist who is a Project Implementation Team member for all the projects.

ployee welfare
The project management is by Lake Victoria South Water Works Development Agency staff

erefdre the entity’s employee welfare policies and guidelines apply as detailed below:

gendy has developed an approved Human Resource Instruments in which one of the
guiddlines |s a comprehensive Human Resource Policy and Procedures Manual which is the
primdry dofument in the management of the Human Resources at the Agency. The document
contains ptovisions for managing the entire scope of Human Resource Management and

Development cycle.

rally| guides the implementation of the policies and decision making at various levels
withifl | the |Agency on matters human capital. The policy provision covers the entire
recruifment| process, pay and benefits, employee relations, performance management,
trainiflg & development and the health and safety issues. in consideration of the affirmative
actions, the|policy addresses issues related to gender balance, persons with disability and
+ of the marginalized communities in all aspects of human resources dynamics.

X1




LAKE VICTORIA WATER SUPPLY AND SANITATION PHASE II (LVWATSAN II) Annual
Report and Financial Statements for the financial 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 for 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 Safety
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. All 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
project implementation.

Xil
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Reporfland Binancial Statements for the financial year ended June 30, 2023

5 STATEMENT OF PROJECT MANAGEMENT RESPONSIBILITIES

Executive Officer of Lake Victoria South Water Works Development Agency (The
ich is the implementing agency (IA) 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 financial year ended on June 30,
tesponsibility includes: (i) maintaining adequate financial management arrangement
g that these continue to be effective throughout the reporting period; (ii) maintaining
unting records, which disclose with reasonable accuracy at any time the financial
the Project; (iii) designing, implementing and maintaining internal controls relevant to
ion and fair presentation of the financial statement, and ensuring that they are free from
sstatements, whether due to error or fraud; (iv) safeguarding the assets of the Project;

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

onable in the circumstances.

ercutive Officer of the Agency and the Program Coordinator for LVWATSAN II
et responsibility for the Project’s financial statements, which have been prepared on
Basis Method of Financial Reporting, using appropriate accounting policies in
with International Public Sector Accounting Standards.

Executive Officer of the Agency and the Program Coordinator for LVWATSAN II
of the opinion that the Project’s financial statements give a true and fair view of the

state ®f Project’s transactions during the financial year ended June 30, 2023, and of the Project’s
finandial pdsition 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
ihtained for the Project, which have been relied upon in the preparation of the Project
ements as well as the adequacy of the systems of internal financial control.

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

conflrm that the Project has complied fully with applicable Government Regulations and

the tefins of] external financing covenants, and that Project funds received during the financial

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

properly accqunted for.

Project Fihancigl Statements

ial statements were approved by the Chief Execu 'Z/f Officer of the Agency and the
ifatox for LVWATSAN II Project on ;«ZZ/L C\ ('f 2023 and signed

s a? y _'_ / ’-"1 e s 77

Chrispine ©. Jua, HSC " "Eng. Ddniel Oronje CP,Ar;?amwel Ogalo
Ag. Chief ive Officen /%V‘ Program Cordinator Program Accountant

ICPAK MNo. 9933

xiii
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THE AUDITOR-GENERAL ON LAKE VICTORIA WATER SUPPLY AND

Tl PROGRAMME PHASE Il PROJECT NO. P-Z1-EAO-004 (ADF GRANT
19967) FOR THE YEAR ENDED 30 JUNE, 2023 - LAKE VICTORIA
R WORKS DEVELOPMENT AGENCY

liarjce with applicable laws, regulations, policies, gazette notices, circulars,
I ?wand manuals and whether public resources are applied in a prudent,
ic, transparent and accountable manner to ensure Government
oney and that such funds are applied for the intended purpose.

C. 1Effectiv ness of Internal Controls, Risk Management and Governance

wh ers how the entity has instituted checks and balances to guide internal

S . This responds to the effectiveness of the governance structure, the risk

t environment and the internal controls, developed and implemented by

thoge charged with governance for orderly, efficient and effective operations of the
entil

An un d opinion|does not necessarily mean that an entity has complied with all

respongbilitigs of the Auditor-General as provided by Article 229 of the Constitution, the
anagement Act, 2012 and the Public Audit Act, 2015. The three parts of
the repar 1 read tagether constitute the report of the Auditor-General.

Tt)E FINANCIAL STATEMENTS

the accompanying financial statements of Lake Victoria Water Supply and

Sanitatidn Prdgramme Phase Il set out on pages 1 to 12, which comprise of the statement
| i

L ]

Report of t b Audilor-General ot; Lake Victoria Water Supply and Sanitation Programme Phase Il Project No. P-Z1-

ADF Grant No.2100155019967) for the year ended 30 June, 2023 - Lake Victoria South Water Works
DevelopmeRt Agerky |

|
|
|
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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 Public Audit Act, 2015. | have obtained all
the information and explanations which, to the best of my knowledge and belief, were
necessary for the purpose of the audit.

In my opinion, 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 Il 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
No0.2100155019967 dated 04 April, 2011 between the African Development Fund and
East African Community and the Subsidiary Agreement No. LVWATSAN/KE/002 dated
15 April, 2011 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.

In 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 International Standards of Supreme Audit
Institutions (ISSAIs). | am independent of the Lake Victoria Water Supply and Sanitation
Program (Phase Il) Project Management in accordance with ISSAI 130 on Code of Ethics.
| have fulfilled other ethical responsibilities in accordance with the ISSAI and in
accordance with other ethical requirements applicable to performing audits of financial
statements in Kenya. | believe that the audit evidence | have obtained is sufficient and
appropriate to provide a basis for my 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 Water Supply and Sanitation Programme Phase Il Praject No. P-Z1-
EAO-004 (ADF Grant No.2100155019967) for the year ended 30 June, 2023 - Lake Victoria South Water Works
Development Agency
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Control and Performance

The statenmjent of comparison of budget and actual amount reflects a final budget of
Kshs¥5,000,000 and actual payments (acquisition of non-financial assets) of
Kshs.85,756,426 leading to under-utilization of the budget by Kshs.39,244,574 or 52% of

REPORT DN LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC

Avoidable Cpsts on the Delayed Settlement of Pending Bills

Review of redords revealed that an amount of Kshs.35,755,426 was paid to a contractor
as interests due to delayed payments. Further, Annex 2 to the financial statements
indicate$ thaf] the contractor is still owed an amount of Kshs.115,740,344 in respect of
unpaid @laimg and interests.

In additidn, the Project was supposed to run from 15 April, 2011 to 31 December, 2019
and the Projegt has not had any activities for the last two years except settling of pending
bills whigh hadl been incurred in the previous years. Management has not explained the
reason for nol formally closing the Project transferring the assets and liabilities to the
relevant @uthorities as envisaged in the financing agreement.

In the @ircunjstances, the value for money on the interest paid amounting to
Kshs.35,155,4R6 could not be confirmed.

The audit was|conducted in accordance with ISSAI 4000. The standard requires that |

financial §tatements are in compliance, in all material respects, with the authorities that
govern theém. | believe that the audit evidence | have obtained is sufficient and appropriate
to providela basis for my conclusion.

EAO-004 (ABF Grapt No.2100155019967) for the year ended 30 June, 2023 - Lake Victoria South Water Works

Report of the Huditon-General on Lake Victoria Water Supply and Sanitation Programme Phase Il Project No. P-Z1-
Development gencavf
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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, | 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 | plan and perform the audit to obtain assurance about whether effective
processes and systems of internal control, risk management and overall governance were
operating effectively, in all material respects. | believe that the audit evidence | have
obtained is sufficient and appropriate to provide a basis for my conclusion.

Responsibilities of Management and those Charged with Governance

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with International Public Sector Accounting Standards (Cash
Basis) and for maintaining effective internal controls as Management determines is
necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error and for its assessment of the effectiveness
of internal controls, risk management and overall governance.

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

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

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

Those charged with governance are responsible for overseeing the Project’s financial
reporting process, reviewing the effectiveness of how Management monitors compliance
with relevant legislative and regulatory requirements, ensuring that effective processes
and systems are in place to address key roles and responsibilities in relation to
governance and risk management, and ensuring the adequacy and effectiveness of the
control environment.

Report of the Auditor-General on Lake Victoria Water Supply and Sanitation Programme Phase Il Project No. P-Z1-
EAO-004 (ADF Grant No.2100155019967) for the year ended 30 June, 2023 - Lake Victoria South Water Works
Development Agency
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Becau its inherent limitations, internal controls may not prevent or detect
misstatéments and instances of non-compliance. Also, projections of any evaluation of
effectiv@ness| to future periods are subject to the risk that controls may become
inadeq pcause of changes in conditions, or that the degree of comphance with the
Project’s poligies and procedures may deteriorate.

As part] of audit conducted in accordance with ISSAIls, | exercise professional
judgem@nt and maintain professional skepticism throughout the audit. | also:

e Idenfify and assess the risks of material misstatement of the financial statements,
whether dle to fraud or error, design and perform audit procedures responsive to
thosd riskg, 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

Report of the| Auditpr-General on Lake Victoria Water Supply and Sanitation Programme Phase Il Project No. P-Z1-
EAO-004 (ADF Ggant No.2100155019967) for the year ended 30 June, 2023 - Lake Victoria South Water Works
Development| Agenky
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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. If | conclude that a material uncertainty exists,
| am required to draw attention in the auditor’s report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to modify my opinion. My
conclusions are based on the audit evidence obtained up to the date of my audit
report. However, future events or conditions may cause the Project to cease to
continue to sustain its services.

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

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

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

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

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

CPA , SBS
AUDITOR-GENERAL

Nairobi

03 November, 2023

Report of the Auditor-General on Lake Victoria Water Supply and Sanitation Programme Phase Il Project No. P-Z1-
EAO-004 (ADF Grant No.2100155019967) for the year ended 30 June, 2023 - Lake Victoria South Water Works
Development Agency

6



£€£66 "ONJA M VdOI

JUBIUNOIIY WeIZ01J

o[e30 ‘O PM

J0)BUIp.I00)) WeI304J
dluoaQ pPrueq
pan)

Suy

12dLJO ADNIXY JIY)) "8V

DSH ‘ewing *Q surdsuy)

"SJUWIdIL)S [BIOURUL) 9 JO Jed [eI39)Ul UR dIe SJUSWI)R)S [RIOURULY 39S} 0} Sdjou Alojeue[dxd pue samorjod Jununosse sy,

PLS'YYT 6€ - 2 . PLS'PYT6E | - YLS'VYT 6€E (LIDIAA@/SNTLANS
689°0L8°LY0T | ¥PSYELTEET |- YPSYEL'EET | 9TH'SSL'SE | - 9TH'SSL'SE SINAWAVd TVIOL
S19sse [erouRUL}
689°0L8'LVO‘T | vPSYEL'EET | 0 PPSYEL'EET | 9TH SSLISE 9TH SSLSE -uou Jo uonismboy
SINAINAVJ
€9T'STI'LBOT | vPSPEL'EET |- PPSYEL'EET | 000°000°SL 000°000°SL SLAIAOHA "TV.LOL
sjueIs u3Ia10] pue
v66°'SOT° LYY T | - = = O1SIWOP WO} SPAdd0I]
SONNUD JUSUIULIDAOD)
697°600°0%9 PPSrEL'EET | - PPSYEL'EET | 000°000°SL 000°000°SL WOy IoJSueI],
SLAIADTA

Uy U s

€207 dung Y)Q¢ pIpUd IedA 3y} J10J sjudmileJ pue s)draddy jo yuswae§ L

al

€20C ‘0€ 2unp papua oA [p1oUvULf Y} 10 SPUIMIIDIS [VIOUDUL] PUD J10ddY [PnUUY
(I NVSLVMATD I1 ASVHd NOILV.LINVS ANV A 1dd1S ¥ALVM VINOLDIA ANV



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

8 STATEMENT OF FINANCIAL ASSETS AS AT 30™ JUNE 2023

FINANCIAL ASSETS

Cash and Cash Equivalents

Bank Balances 5. A 39,263,448 18,874
Cash Balances 5.B - -
Cash Equivalents (short-term deposits) | 5. C - -
Total Cash and Cash Equivalents 39,263,448 18,874
NET ASSETS 39,263,448 18,874
REPRESENTED BY

Fund balance b/fwd 6 18,874 18,874
Prior year adjustments 7 - -
Surplus/(Deficit) for the year 39,244,574 =
NET FINANCIAL POSITION 39,263,448 18,874

Chrispine Samwel Ogalo

' Eng Da el Oronje
Ag. Chief Executive Officer rogram Coordinator Program Accountant
. ICPAK Member No. 9933




LAKE VICTORIA WATER SUPPLY AND SANITATION PHASE II (LVWATSAN I1)

Annual Rep

t and Financial Statements for the financial year ended June 30, 2023

CASHFLOW FROM OPERATING ACTIVITIES

NT OF CASHFLOW FOR THE YEAR ENDED 30™ JUNE 2023

ts fram operating activities

Recei1

ransfer from Government entities 1 75,000,000 133,734,544
Payménts flom operating activities
Purch;se of ioods and services 6 -
Transﬂrs to pther government entities 9 -
Adjusfment} during the year
Prior iear Adjustments 15 -
Decre!se/(l rease) in Accounts Receivable 16 -
Increa]e/(Detrease) in Accounts Payable: 17 -
Net czih floy from operating activities 75,000,000 133,734,544
CASHFLOY FROM INVESTING ACTIVITIES
Acquiition §f Assets 4 (35,755,426) | (133,734,544)
Net cagh floys from Investing Activities 39,244,574 | (133,734,544)
CASHFLOYW FROM BORROWING ACTIVITIES
Proceqis froin Foreign Borrowings 3 -

Net cah floy from financing activities

NET TCR}%?TSE IN CASH AND CASH

EQUIVALENTS i -
Cash bd ca]sh equivalent at BEGINNING of the year 11 18,874 18,874
Cash and cabh equivalent at END of the year 11 39,263,448 18,874

il

—
ol

......... 'é

Chrispihe O.&uma Eng.'Daniel Oronje
Ag. Chig¢f Exdcutive Officer Program Coordinator

policies and explanatory notes to these financial statements for rp}xj{@g | part
atgments. The entity financial statements were approved on _: Zl: £) (E 2023

nf

wel O. Ogalo
Program Accountant
ICPAK Member No. 9933
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LAKE VICTORIA JWA TER SUPPLY AND SANITATION PHASE Il (LVWATSAN II))

Annual Rep

Financial Statements for the financial year ended June 30, 2023

11 SIGNIFIGANT

The principal ad
below:

11.1 Statement o

ACCOUNTING POLICIES

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

f 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

ater , Sanitation and Irrigation. The financial statements are for the Lake Victoria
Sanitation Project Phase II as required by Section 81 of the PFM Act, 2012.
rrency

statements are presented in Kenya Shillings (Ksh.), which is the functional and
ncy of the Project and all values are rounded to the nearest Kenya Shilling.

of receipts

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

rs from the Exchequer

from Exchequer is recognized in the books of accounts when cash is received. Cash
itlered as received when payment instruction is issued to the bank and notified to the
entity.

ese include Appropriation-in-Aid and relates to receipts such as proceeds from disposal of
assets ahd sale of tender documents. These are recognized in the financial statements at the
ti

d donations shall be recognized in the books of accounts when cash is received.
onsidered as received when a payment advice is received by the recipient entity or
neficiary. In case of grant/donation in kind, such grants are recorded upon receipt of
item and upon determination of the value. The date of the transaction is the value
itated on the payment advice.




LAKE VICTORIA WATER SUPPLY AND SANITATION PHASE II (LVWATSAN I1))
Annual Report and Financial Statements for the financial 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.

11.5 Rerecognition of payments

The Project recognises all payments when the event occurs, and the related cash has actually
been paid out by the Project.

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 financial statements.

iv) Acquisition of fixed assets

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



LAKE VICTOQRIA WATER SUPPLY AND SANITATION PHASE II (LVWATSAN I1))
" Annual Repokt and\Financial Statements for the financial year ended June 30, 2023

Significant A¢counting Policies (Continued)

11.6 Cashland ¢ash equivalents

Cashfand cdsh equivalents comprise cash on hand and cash at bank, short-term deposits on call and
liquid investments with an original maturity of three months or less, which are readily
ible o known amounts of cash and are subject to insignificant risk of changes in value. Bank

oses of these financial statements, cash and cash equivalents also include short term
s and advances to authorized public officers and/or institutions which were not
r accounted for at the end of the financial year.

11.7 Restridtion dn cash

d ca$h represents amounts that are limited/restricted from being used to settle a liability for
at leastitwelvk months after the reporting period. This cash is limited for direct use as required by
n. Amounts maintained in deposit bank accounts are restricted for use in refunding third

Accounting Policies (Continued

s not| probable that an outflow of resources embodying economic benefits or service
ntialjwill be required to settle the obligation; or

amount of the obligation cannot be measured with sufficient reliability.

ingerit liabilities may arise from: litigation in progress, guarantees, indemnities. Letters of
rt, ihsurance, Public Private Partnerships,

Some of co
comfort/ su

s ndt recognize a contingent liability but discloses details of any contingencies in the
nancihl statements unless the possibility of an outflow of resources embodying economic
vice potential is remote.

The Entity
notes to the
benefits or s

11.8 Pending

Pending bills copsist of unpaid liabilities at the end of the financial year arising from contracted
goods or servicep during the year or in past years. As pending bills do not involve the payment of
cash in thd repofting period, they recorded as ‘memorandum’ or ‘off-balance’ When the pending

lly skttled, such payments are included in the statement of receipts and payments in the
th thel payments are made.




LAKE VICTORIA WATER SUPPLY AND SANITATION PHASE II (LVWATSAN I1))
Annual Report and Financial Statements for the financial 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 year/period 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 year/period 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.

11.12 Comparative figures

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

11.13 Subsequent events

There have been no events subsequent to the financial year/period end with a significant impact on
the financial statements for the year ended June 30, 2023.

11.14 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



AKE VICTORIA

WATER SUPPLY AND SANITATION PHASE II (LVWATSAN I1))

m Government entities

HE FINANCIAL STATEMENTS

Annual Repokt and Financial Statements for the financial year ended June 30, 2023

Counterpart fu

ding through

Ministry o&f Water & Irrigation

Counterpatt funds Quarter 1 25,000,000 93,695,779
Counterpa]t funds Quarter 2 35,038,765
Counterpa} funds Quarter 3 5,000,000
Counterpal fundg Quarter 4 50,000,000 -
Total 1 75,000,000 133,734,544

2. Proceeds Fro

Domestic and Foreign Grants

rnal Development Partners

ial period to 30 June 2023, there was no Loans received.

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

Ksh. Ksh. Ksh. Ksh. Ksh.
Constructio 35.755.426 00.00 | 35755426 | 133,734,544 | 2,112,115,263
and civil works
Total 38,755,426 00.00 | 35755426 | 133,734,544 | 2,112,115,263




LAKE VICTORIA WATER SUPPLY AND SANITATION PHASE Il (LVWATSAN I1))

Annual Report and Financial Statements for the financial year ended June 30, 2023

Notes to the Financial Statements (Continued)

5.  Cash And Cash equivalents

Bank accounts (Note 5A) 39,263,448 18.874
Cash in hand (Note 5B) - -
Cash equivalents (short-term deposits) - -
(Note 5C)

Total 39,263,448 18,874

Lake Victoria Water and Sanitation Project one project account spread within the project

implementation area and no foreign currency designated accounts managed by the National

Treasury as listed below:

5. A Bank Accounts

Project Bank Accounts

Local Currency Accounts

Co-operative Bank of Kenya [A/c No. 01141295755600] 18,874 18,874
Kenya Commercial Bank (Dev) 39,244,574

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

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

review

6. Fund Balance Brought Forward

Bank accounts 39,263,448 18,874
Cash in hand - -
Cash equivalents (short-term deposits) ) -
Outstanding imprests and advances - -
Total 39,263,448 18,874

10



LAKE WICTQRIA WATER SUPPLY AND SANITATION PHASE II (LVWATSAN I1))
Annual\lRepokt and Financial Statements for the financial year ended June 30, 2023

Notes ta the

7. Prior Ydar adjustment

Thére wak no prior year adjustment

8. Other Ithportant Disclosures

1. Pending Accounts Payable (See Annex 3a)

Constructi

n of

ivil works

175,943,278

inancial Statements (Continued)

(35,755,426)

140,187,852

Total

175,943,278

(35,755,426)

140,187,852

11
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