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1. Acronyms and Glossary of Terms
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Public Finance Management.
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2. PROJECT INFORMATION AND OVERALL PERFORMANCE

2.1 Name and registered office

The project’s official name is Water Sector Development Programme -Lake Victoria
South; BMZ- No.2010 65 861 & BMZ-No. 2010 70 457 (Kericho, Kisii, Nyamira and
Litein)

Objective
The key objective of the project is,

a) To improve Water Supply and Sanitation Services in the Towns of Kericho, Kisii,
Nyamira and Litein to meet the year 2030 demands.

b) The investments in the 4 Nr. Project Towns will be restricted to the Core Urban and
Peri Urban of the Project Towns and areas with close geographical proximity to
Urban Core Areas.

Address
The project headquarters office is in Kisumu city, Kisumu County, Kenya.
The address of its registered office is:
The project also has consultant offices as follows:
o Kisii
e Nyamira

Contacts: The following are the project contacts
P.O. Box: 3325-40100

Telephone: (254) 57 2025127

E-mail: info@lvswwda.go.ke

Website: www.lvswwda.go.ke

2.2 Project Information

ProjeLt Start | The Program start date is 03/03 /2014
Date:

Project End Date: | The Program end date is 31/12/2024

Project Manager: | The Program Manager is Chrispine Juma Omondi.

Project Sponsor: The Program sponsor/Development Partner is German financial
cooperation (KFW) /GOK

e
m
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Project information and overall performance (continued)

2.3 Project Overview

Line Ministry/State
Department of the
project

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

Project number

BMZ No.2010 65 861 & BMZ-No. 2010 70 457

Strategic goals of
the project

Increase water coverage to 85%-90% in Kericho and 80-85% for Kisii,
Nyamira and Litein towns.

(1)

(ii) Increase sewerage coverage to 45% for Kericho and 40% in Kisii and
improved sanitation in Nyamira town.

(iii) Reduce Non-Revenue Water (NRW) from 50-65% to 30% in all towns

(iv) Increase collection efficiency of GWASCO and KEWASCO to over
90%

(v) Attain 100% Operation and Maintenance Cost recovery within 1 year of
completion

(vi) Drinking water quality to meet the WHO standards.

Achievement of

strategic goals

The Program management aims to achieve the goals through the following
means: -

(i) Construction of Drinking Water Treatment Units

(i) Construction of Water Transmission and Distribution Mains

(iii) Construction of Water Storage Reservoirs

(iv) Purchase of Non-Revenue Water Management Equipment/Vehicles
v) Construction and Equipping of Laboratory

(vi) Improved Operation and Maintenance of the Water Treatment System

Other  important
background
information of the
project

The project aims at providing sufficient, hygiene, economically viable and
affordable water to 485,000 people and improved sanitation to 70,000 people
within the towns of Kericho, Kisii, Nyamira and Litein-Sotik towns.

Current  situation
that the project was
formed to intervene

The Program was formed to intervene in the following areas: -

(i)To ensure the provision of sufficient, hygienic, economically viable and
affordable Water and Sanitation Services for the population of the selected
towns, thus contributing to the overall development goal of improving the
health of the urban population by reducing waterborne diseases and
favouring economic development.

(ii)The Program also supports enhancement of water supply and sanitation
service delivery and sustainability through improved commercialization,
pro-poor orientation and clustering of schemes.

Project duration

The project started on 3 March 2014 and is expected to run until 31*
December 2024.

1w
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2.4 Bankers

The following are the bankers for the current year:

KfW Bank

Kisumu Branch
P. O. Box 17-40100
KISUMU, KENYA

2.5 Auditors

Kenya Commercial Bank Limited

Office of the Auditor General

P.O. Box 30084-00100
INAIROBI.

2.6 Roles and Responsibilities

and management

Names | Title designation Key qualification Responsibilities
Chrispine O. Juma, Chief Executive officer B.Sc. degree Hydroligy Accounting
§SC Officer
Eng. Michael Opany Manager Planning and | Bsc Civil Engineering, | Program

Design Msc. Coordinator
CPA. Alex Chale Accountant Msc finance, BBA, CPAK | Project

Accountant

Mr. George Ageng’o Chemist/Environmentalist | Ma in Project planning | Project

implementation
team

Mr. Martin Mayi

Procurement Manager

BA Degree, MBA

Procurement
Expert

Eng. Samwel Chacha

Water Engineer

Bsc Civil Engineering

Asst. Project Eng.

4.7 Fu;-ding summary

7

he Project is for duration from 3rd March 2014 to 315 December 2024 with an approved
dget of Euro 37.3 million equivalent to Ksh. 4.58 billion: Below is the funding summary:
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Project information and overall performance (continued)

2.8 Summary of Overall Project Performance:

i.

ii.

iii.

1v.

Budget performance for the project for the current year under review was at 34%
Absorption and the overall programme budget is at 99.64% drawn cumulative
to-date.

The physical progress of the project as at end of the year under review is at 99.9 %
based on awards.

The project will receive value for money since the already completed components
are operational.

The absorption rate for each year since the commencement of the project has been
steady.

The implementation challenges are basically on land issues and budget constraints

which the Government have intervene and more support has been received.

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.

viii
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A

ATEMENT OF PERFORMANCE AGAINST PROJECT’S PREDETERMINED
JECTIVES

Introduction

Section 81 (2) (f) of the Public Finance Management Act, 2012 requires that, at the end of
each financial year, the Accounting Officer when preparing financial statements of each
National Government entity in accordance with the standards and formats prescribed by the
Public Sector Accounting Standards Board includes a statement of the national government
entity’s performance against predetermined objectives.:

The key development objectives of the project’s 2014-2024 plans are to:-

(i) Increase water coverage to 85%-90% in Kericho and 80-85% for Kisii, Nyamira
and Litein towns;

(ii) Increase sewerage coverage to 45% for Kericho and 40% in Kisii and improve
sanitation in Nyamira town;

(iii) Increase collection efficiency of GWASCO and KEWASCO to over 90%

(iv)Attain 100% Operation and Maintenance Cost recovery within 1 year of
completion;

(v) Drinking water quality to meet the WHO standards.

Progress on attainment of Strategic development objectives

For purposes of implementing and cascading the above development objectives to specific
sectors, all the development objectives were made specific, measurable, achievable, realistic
and time-bund (SMART) and converted into development outcomes. Attendant indicators
were identified for reasons of tracking progress and performance measurement: Below we
provide the progress on attaining the stated objectives:
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Water Sector
Development
Program

Increase water
coverage from
40% to 85% in
Kericho and
Litein Town by
2022

from 35% to
85% for Kisii
and Nyamira

Accessibility to
additional
13,000m3/day
of safe water
by the people
of Kericho and
Litein towns

Accessibility to
additional

24,000m3/day
of safe water
by the people

M? of treated
water per day
for population
of Kericho
KMs of
pipelines
rehabilitated
within Litein
town

M? of treated

water per day
for population

65% of the population
of Kericho town has
acess to safe water.
The remaining 20% to
be covered once the
distribution network is
expanded.

60% of the population
of Kisii and Nyamira
towns have access to
safe water. Last mile
connectivity 1is being

of Kisii and | of Kisii and | considered to cover the
Nyamira Nyamira remaining 25%
towns

Increase Accessibility to | M? of | The plant is completed
sewerage  for | additional wastewater and operational
Kisii town from | sanitation treated per day | treating additional
18% to 45% services by the | from Kisii | 2000M?/day.

residents of | town

Kisii town

(2000M>/day

uptake)

Accessibility to
Improved additional Constructed 4 No
sanitation sanitation No. of | Ablution Block of 4
services in | facilities by the | Ablution doors each in
Nyamira town. | residents  of | Blocks Rangenyo, Nyamira

Nyamira town Hospital, County

Commissioners Office
and Kebirigo
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4. HENVIRONMENTAL AND SUSTAINABILITY REPORTING

(M)

Sustainability strategy and profile

In performing her mandate, Lake Victoria South Water Works Development Agency is
committed to perform ethically and contribute to economic development while improving the
quality of life of the workforce and their families as well as of the local community and society
at large. The Agency undertakes to conduct business in a way which will achieve sustainable
orowth, in line with legal and moral obligations. We aim to achieve our business objectives in
a caring and responsible manner taking into account economic, social and environmental

impacts.

(ii)]Environmental performance

The base policy that guides the Agency is the Environmental Management and Coordination
Act, 1999 and subsequent amendments such as the Environmental Management and
Coordination (amendment) Act of 2015. This Act provides legal regulations for management
and protection of biological diversity, it ensures access to genetic resources, wetlands, forests,
marine and freshwater resources. The Act has several regulations that aid in its

implementation such as: -

1. Environmental Impact Assessment (EIA) and Environmental Audit (EA) Regulations,
2003 and Environmental Impact Assessment and Audit (Amended Regulations, 2016);

and
2. Water Quality Regulations (2006) - enacted as Legal Notice No. 120

The Agency developed an environmental policy in line with EMCA 1999 and National

E

ironment Policy 2013(attached). The Agency also uses the donor environmental and social

safeguard requirements such as the Integrated safeguard systems requirements of the AfDB,
World Bank, EIB. Afd etc. that are available online on the websites of the financiers.

The Agency has thrived to reduce environmental impacts of the waste treatment plants by
relabilitating dilapidated waste treatment plants to ensure that the waste water discharged from the
treptment plants comply with NEMA standards of discharge to the environment. The Agency is

al
Ki

(ii

c
thy

It

p

developing new waste treatment plants to improve coverage for wastewater connectivity in
umu to reduce pollution of the lake.

)Employee welfare

Ti(‘e‘ Agency has approved Human Resource Instruments in which one of the guidelines is a

prehensive Human Resource Policy and Procedures Manual which is the primary document in
management of the Human Resources at the Agency. The document contains provisions for

m*naging the entire scope of Human Resource Management and Development cycle.

benerally guides the implementation of the policies and decision making at various levels within

tll;,Agency on matters human capital. The policy provision covers the entire recruitment process,

and benefits, employee relations, performance management, training & development and the
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health and safety issues. In consideration of affirmative actions, the policy addresses issues related
to gender balance, persons with disability and consideration of the marginalized communities in
all aspects of human resources dynamics.

Under the career development, the Agency 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 work plans and the Government’s performance contracting tool, employees set their
targets and eventually evaluate them 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 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.

(iv)Market place practices-

Efforts made by the Agency are: -

a.Responsible competition practice.

The Agency carries out procurement and disposal of assets in strict conformity to the
Public Procurement and Asset Disposal Act and its attendant Regulations with its
preferred procurement method being the Open Tender.

b. Responsible Supply chain and supplier relations

The Agency ensures prompt debriefing of suppliers concerning their tender results. All
contractual obligations are honored while maintaining cordial partnership with suppliers
during contract execution.

c. Responsible marketing and advertisement

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.

d. Product stewardship
The payment schedules also form part of the contracts and they are strictly adhered to

during the contract period. The Agency encourages public participation and also clearance
by relevant Govt Agencies to ensure consumer rights and interests are not infringed.
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v) G

orporate social Responsibility / Community Engagements

During the year, the Agency engaged in a number of corporate social responsibility activities
which impacted immensely on the lives of the beneficiary communities. The organization

carried out several which included: -

|.. Donation of tree seedlings planted at Kajulu water catchment area during world water day
celebrations held on 22« March, 2023;

. Donation of tree seedlings towards Kisumu Citywide Greening Initiative organized by the
County Government of Kisumu on 10+ February, 2023;

. Donation of reflector jackets to Boda Boda riders within Nyalenda in Kisumu County as a
way of sensitization on road safety

viii
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5. STATEMENT OF PROJECT MANAGEMENT RESPONSIBILITIES

The Chief Executive officer for the Lake Victoria South Water Works Development Agency and
the Program Coordinator for Water Sector Development Programme are responsible for the
preparation and presentation of the Project’s financial statements, which give a true and fair view
of the state of affairs of the Project for and as at the end of the financial year ended on June 30,
2023. This responsibility includes: -

()Maintaining adequate financial management arrangement and ensuring that these continue to
be effective throughout the reporting period;

(ii) Maintaining proper accounting records, which disclose with reasonable accuracy at any
time the financial position of the Project;

(iii)Designing, implementing and maintaining internal controls relevant to the preparation and
fair presentation of the financial statement, and ensuring that they are free from material
misstatements, whether due to error or fraud;

(iv)Safeguarding the assets of the Project;

(v) Selecting and applying appropriate accounting policies; and making accounting estimates
that are reasonable in the circumstances.

The Chief Executive officer for the Lake Victoria South Water Works Development Agency and
the Program Engineer for Water Sector Development Programme accepted responsibility for the
Project’s financial statements, which have been prepared on the Cash Basis Method of Financial
Reporting, using appropriate accounting policies in accordance with International Public Sector
Accounting Standards.

The Chief Executive officer, Lake Victoria South Water Works Development Agency and the
Program Coordinator for Water Sector Development Programme are of the opinion that the
Project’s financial statements give a true and fair view of the state of Project’s transactions during
the financial year ended June 30, 2023 and of the Project’s financial position as at that date. The
Chief Executive officer for the Lake Victoria South Water Works Development Agency and the
Program Coordinator for Water Sector Development Programme further confirm the
completeness of the accounting records maintained for the Project, which have been relied upon
in the preparation of the Project financial statements as well as the adequacy of the systems of
internal financial control.

The Chief Executive officer, Lake Victoria South Water Works Development Agency and the
Program Coordinator for Water Sector Development Programme confirmed that the Project has
complied fully with applicable Government Regulations and the terms of external financing
covenants, and that Project funds received during the financial year under audit were used for the
eligible purposes for which they were intended and were properly accounted for.

viv
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Aﬁ)mval of t*e Project financial statements

Thé Project financial statements were approved by Chief Executive officer for Lake Victoria South

Water Worksng::velopment Agency and the Program Engineer for Water Sector Development
Prdgramme on ....... 2023 and signed by them.

‘ % i - - 2. M

| Chrispine Juma, HSC Eng. Michael Opany CPA. Alex Chale

Agl Chief Exe}cutive Officer Program Coordinator Project Accountant

1l
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ORT OF THE AUDITOR-GENERAL ON WATER SECTOR DEVELOPMENT
GRAMNE — LAKE VICTORIA SOUTH (KERICHO, KISIl, NYAMIRA AND LITEIN)

..BMZ 2010 65 861 AND GRANT NO. BMZ 2010 70 457 FOR THE YEAR
ED 30 JUNE, 2023 — LAKE VICTORIA SOUTH WATER WORKS DEVELOPMENT

AMBLE
?‘: your [attention to the contents of my report which is in three parts:

. Report on the Financial Statements that considers whether the financial statements
are fairly presented in accordance with the applicable financial reporting framework,
e ccountL:\g standards and the relevant laws and regulations that have a direct effect

inancial statements.

. IReport on Lawfulness and Effectiveness in Use of Public Resources which considers

ompliance with applicable laws, regulations, policies, gazette notices, circulars,
guidelines and manuals and whether public resources are applied in a prudent,
efficient, economic, transparent and accountable manner to ensure Government
achieves value for money and that such funds are applied for the intended purpose.

.'Report on Effectiveness of Internal Controls, Risk Management and Governance
‘which considers how the entity has instituted checks and balances to guide internal
operations. This responds to the effectiveness of the governance structure, the risk
‘management environment and the internal controls, developed and implemented by
‘those charged with governance for orderly, efficient and effective operations of the

. unmodified opinion does not necessarily mean that an entity has complied with all
levant laws and regulations and that its internal controls, risk management and
vernance systems are properly designed and were working effectively in the financial

e three| parts of the report are aimed at addressing the statutory roles and
ponsibil ties of the Auditor-General as provided by Article 229 of the Constitution, the
Iblic Finance Management Act, 2012 and the Public Audit Act, 2015. The three parts of
e report, when read together constitute the report of the Auditor-General.

Auditor-General on Water Sector Development Programme — Lake Victoria South (Kericho, Kisii,
Litein) Loan No. BMZ 2010 65 861 and Grant No. BMZ 2010 70 457 for the year ended 30 June, 2023
a South Water Works Development Agency




REPORT ON THE FINANCIAL STATEMENTS
Qualified Opinion

| have audited the accompanying financial statements of Water Sector Development
Programme — Lake Victoria South (Kericho, Kisii, Nyamira and Litein) Loan No. BMZ 2010
65 861 and Grant No. BMZ 2010 70 457 set out on pages 17 to 34, which comprise of
the statement of financial assets as at 30 June 2023, and the statement of receipts and
payments, statement of changes in equity, statement of cash flows and statement of
comparison of budget and actual amounts for the year then ended, and a summary of
significant accounting policies and other explanatory information in accordance with the
provisions of Article 229 of the Constitution of Kenya and Section 35 of the Public Audit
Act, 2015. | have obtained all the information and explanations which, to the best of my
knowledge and belief, were necessary for the purpose of the audit.

In my opinion, except for the effects 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 Water Sector Development Programme - Lake Victoria
South (Kericho, Kisii, Nyamira and Litein) Loan No. BMZ 2010 65 861 and Grant No. BMZ
2010 70 457 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 Financing Loan Agreement No. BMZ 2010 65 861 dated
30 December, 2011 between KFW Development Bank, and the Republic of Kenya, and
the subsidiary Grant Agreement No. BMZ 2010 70 457 dated 10 April, 2013 between the
Government of Kenya and Lake Victoria South Works Development Agency and the
Public Finance Management Act, 2012.

Basis for Qualified Opinion

1. Unsupported Cash and Cash Equivalents, Failure to Open Bank Account and
Maintain a Separate Cash Book

The statement of financial assets and as disclosed in Note 8 to the financial statements
reflects an amount of Kshs.16,934,723 under cash and cash equivalents. The bank
balance was not supported by cash book, bank account or bank reconciliation. In addition,
review of the Project's records indicated that the Project Management used the
Implementing Agency’s bank account and cashbook to process receipts and payments
relating to the Project. This is contrary to Regulation 76(1) of Public Finance Management
(National Government) Regulations, 2015 which provides that, for the purpose of
disbursement of project funds, there shall be opened and maintained a Project account
for every project at Central Bank of Kenya unless it is exempted by the cabinet secretary
in writing, into which all funds shall be kept and such an account shall be known by the
name of the project for which it is opened and each project shall maintain only one bank
account. Section 6.1 (d) of the Financing Agreement states that the receipt of the funds
shall maintain separate books and reports showing all costs incurred in connection with
the expert services and clearly identifying the services financed from the financial
contribution.

Report of the Auditor-General on Water Sector Development Programme — Lake Victoria South (Kericho, Kisii,
Nyamira And Litein) Loan No. BMZ 2010 65 861 and Grant No. BMZ 2010 70 457 for the year ended 30 June, 2023
— Lake Victoria South Water Works Development A gency
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the circumstances, the accuracy of cash and cash equivalents of Kshs.16,934,723
uld not be confirmed and the Management was in breach of the law and the Financing
greement,

Unsupported Accumulated Surplus

he statement of receipts and payments reflects an amount of Kshs.4,299,033,002 and
shs.4,283,698,279 under cumulative receipts and cumulative payments respectively,
resulting to a cumulative surplus of Kshs.15,334,723. However, the cumulative surplus
iffers with the reported bank balance of Kshs.16,934,723 by Kshs.1,600,000. The
anagement did not provide evidence for the accumulated surplus as there was no
parate cash book to support the reported receipts and payments.

the circumstances, the accuracy of the accumulated surplus and cash and cash
uivalent balance could not be confirmed.

he audit was conducted in accordance with International Standards of Supreme Audit
Institutions (ISSAls). | am independent of the Water Sector Development Programme —
ake Victoria South (Kericho, Kisii, Nyamira and Litein) Loan No. BMZ 2010 65 861 and
rant No. BMZ 2010 70 457 Management in accordance with ISSAI 130 on Code of
thics. | have fulfilled other ethical responsibilities in accordance with the ISSAI and in
ccordance with other ethical requirements applicable to performing audits of financial
atements in Kenya. | believe that the audit evidence | have obtained is sufficient and
ppropriate to provide a basis for my qualified opinion.

ey Audit Matters

ey audit matters are those matters that, in my professional judgment, are of most
ighificance in the audit of the financial statements. There were no key audit matters to
port in the year under review.

ther Matter
nresolved Prior Year Matters

the audit report of the previous year, several issues were raised under the Report on
inancial Statements, and Report on Lawfulness and Effectiveness in Use of Public
esources. However, the Management has not resolved any of the issues or provided
ny explanation for failure to adhere to the provisions of the Public Sector Accounting
tandards Board templates and The National Treasury and Planning Circular reference
0. AG.4/16/3 Vol.11(66) dated 6 July, 2022 which required the Accounting Officer to
lear the audit issues raised in the previous year.

eport of the Auditor-General on Water Sector Development Programme — Lake Victoria South (Kericho, Kisii,
[yamira And Litein) Loan No. BMZ 2010 65 861 and Grant No. BMZ 2010 70 457 for the year ended 30 June, 2023
- Lake Victoria South Water Works Development Agency

3




REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the matter described in the Basis for Conclusion on Lawfulness and
Effectiveness in Use of Public Resources section of my report, | confirm that, nothing else
has come to my attention to cause me to believe that public resources have not been
applied lawfully and in an effective way.

Basis for Conclusion

Lack of Land Ownership Documents

The statement of receipts and payments and as disclosed in Note 5 to the financial
statements reflects an amount of Kshs.196,477,340 in respect of acquisition of non-
financial assets (rehabilitation of civil works). This amount was paid to a foreign contractor
at a contract sum of Kshs.1,189,805,385.in respect of the expansion of Kericho Water
Supply systems.

Review of engineer’s progress report indicated that works were deemed substantially
complete on 30 September, 2022 and that the project was currently under defect liability
period which expired on 30 September, 2023. Physical verification of the project in the
month of October, 2023 revealed that the project has been commissioned and
operational. However, no ownership documents have been provided for the land on which
the treatment plant stands.

In the circumstances, the ownership of the parcel of land on which the treatment plant
stands could not be confirmed.

The audit was conducted in accordance with ISSAI 4000. The standard requires that |
comply with ethical requirements and plan and perform the audit to obtain assurance
about whether the activities, financial transactions and information reflected in the
financial statements are in compliance, in all material respects, with the authorities that
govern them. | believe that the audit evidence | have obtained is sufficient and appropriate
to provide a basis for my conclusion.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion
As required by Section 7(1)(a) of the Public Audit Act, 2015, based on the audit

procedures performed, | confirm that, nothing has come to my attention to cause me to
believe that internal controls, risk management and overall governance were not effective.

Report of the Auditor-General on Water Sector Development Programme — Lake Victoria South (Kericho, Kisii,
Nyamira And Litein) Loan No. BMZ 2010 65 861 and Grant No. BMZ 2010 70 457 for the year ended 30 June, 2023
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Bhsis for Conclusion
T

e 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 controls, risk management and overall governance
were operating effectively, in all material respects. | believe that the audit evidence | have
obtained is sufficient and appropriate to provide a basis for my conclusion.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

A$ required by the financing grant No. BMZ 2010 65 861, | report based on my audit, that:

I. | have obtained all the information and explanations which, to the best of my
knowledge and belief, were necessary for the purpose of the audit;

il. In my| opinion, adequate accounting records have been kept by the Project, so far
as appears from the examination of those records; and,

iii. The Project’s financial statements are in agreement with the accounting records
and returns.

Résponsibilities of Management and those Charged with Governance

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

In|preparing the financial statements, Management is responsible for assessing the
Prbject's ability to sustain services, disclosing, as applicable, matters related to
suptainability of services and using the applicable basis of accounting unless
Management is aware of the intention to terminate the Project or 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,
20015.

In Jaddition to the responsibility for the preparation and presentation of the financial
stdtements described above, management is also responsible for ensuring that the
aclivities, financial transactions and information reflected in the financial statements are
in campliance with the authorities which govern them, and that public resources are
applied in an|effective way.

Replort of the Auditor-General on Water Sector Development Programme — Lake Victoria South (Kericho, Kisii,
Nydmira And Litein) Loan No. BMZ 2010 65 861 and Grant No. BMZ 2010 70 457 for the year ended 30 June, 2023
— L§ke Victoria South Water Works Development Agency
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The Management is 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.

Auditor-General’s Responsibilities for the Audit

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditor’s report that includes my opinion in accordance with the provisions
of Section 48 of the Public Audit Act, 2015 and submit the audit report in compliance with
Article 229(7) of the Constitution. Reasonable assurance is a high level of assurance, but
is not a guarantee that an audit conducted in accordance with ISSAIls will always detect
a material misstatement and weakness when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis
of these financial statements.

In addition to the audit of the financial statements, a compliance audit is planned and
performed to express a conclusion about whether, in all material respects, the activities,
financial transactions and information reflected in the financial statements are in
compliance with the authorities that govern them and that public resources are applied in
an effective way, in accordance with the provisions of Article 229(6) of the Constitution
and submit the audit report in compliance with Article 229(7) of the Constitution.

Further, in planning and performing the audit of the financial statements and audit of
compliance, | consider internal control in order to give an assurance on the effectiveness
of internal controls, risk management and governance processes and systems in
accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 2015 and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of
the internal control would not necessarily disclose all matters in the internal control that
might be material weaknesses under the ISSAls. A material weakness is a condition in
which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements caused by error or fraud in
amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions.

Because of its inherent limitations, internal controls may not prevent or detect
misstatements and instances of non-compliance. Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with the
policies and procedures may deteriorate.

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

Report of the Auditor-General on Water Sector Development Programme — Lake Victoria South (Kericho, Kisii,
Nyamira And Litein) Loan No. BMZ 2010 65 861 and Grant No. BMZ 2010 70 457 for the year ended 30 June, 2023
— Lake Victoria South Water Works Development Agency
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Identify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide a
basis for/my opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control.

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 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 to express an opinion on the financial statements.

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

mmunicate with the Management regarding, among other matters, the planned scope
timing of the audit and significant audit findings, including any significant deficiencies

November, 2023

ort of the Auditor-General on Water Sector Development Programme — Lake Victoria South (Kericho, Kisii,
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Water Sector Development Programme

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

Total Financial Assets

Bank Balances 16,934,722.58 11,514,071.06
Cash Balances -
Cash equivalents R
Total Cash and Cash equivalents 16,934,722.58 11,514,071.06

16,934,722.58 11,514,071.06

Financial Liabilities

Deposits and Retention monies

13,114,071.06

11,514,071.06

Net Financial Position

Net Assets 3,820,650.52 -

Represented By

Fund Balance B/fwd. = -

Prior Year adjustments . -

Surplus/(Deficit) for the Year 3,820,650.52 -
16,934,722.58 N

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

of the financial statements. The financial statements were approved on

signed by: -

Chrispine O. Juma, HSC
Ag. Chief Executive Officer

18

Eng. Michael Opany
Project Coordinator

2023 and

Afex Chale

Project Accountant

ICPAK Member No: 28472




Water Sector Development Programme
nnual Report and Financial Statements for the financial year ended June 30, 2023

9. Statement of Cashflow for the year ended 30" June 2023

Cashflow from Operating Activities

Regeipts from operating activities

97,500,000 229,122,817.40

Transfer from Government entities 1
Prpceeds from Foreign grants 5 22,345,255 42,272,622.00
120,443,253 271,395,439
Pdyments from operating activities
. 4
Pl.]rchase of goods and services 68,491,275.01 427,400.00
Ofher Payments 6 22,217,104.00 i
TOTAL PAYMENTS 90,708,379.01 427,400
Ngt cash flow from operating activities 29,734,874.00 270,968,039.40
CASHFLOW FROM INVESTING
ACTIVITIES
Akquisition of Assets S (196,477,340.21) | -674,830,036.98
l‘*&t cash flows from Investing Activities (196,477,340.21)
SHFLOW FROM FINANCING -674,830,036.98
TIVITIES
Pfoceeds from Foreign Borrowings 3 170,563,116.73 415,376,068.64
Iﬁet cash flow from financing activities 170,563,116.73 415,376,069
ET INCREASE IN CASH AND CASH 3,820,650.52 11,514,071
UIVALENTS
{dash and|/ cash equivalent at 11,514,071 0
HEGINNING of the year
(ash and cash equivalent at END of the [ 8 16,934,721.52 11,514,071.00
year
¢ accounting policies and explanatory notes to these financial statements form an integral part
“the financial statements. The entity financial statements were approved on 2023
d signed by: -
W/(/(/(Z/{\
Chrispine Q. Juma, HSC Eng. Michael Opany Alex Chale
g. Chief Executive Officer Project Coordinator Project Accountant
ICPAK Member No: 28472
10
I i 1




LY8T :ON
jueIunoddy 3d33foag

DBUBA VIOI

J0jeuIpaoo)) 33loag

0T

13213 AABNNXY JPIYD) "3V

BWINIA *D X[V V4D AuedQ _ow__o:\m ‘suy] JSH ‘ewng - durdsuy)

%rE | I8SP68°SSS | 6ILSSI‘L8T | 000°00S‘L¥S 000°000°0S8 spuswifed [e)0],

1Sy

ut wa)sAs Ajddng 1918 A\ JO UOISURAXY

%0€ | 008°610°€TE | 00Z°08%°6ET | 000°00S°T9+ | 000°00S°T- | 000°000°S9Y - S)I0OM I9JeM JO UOTIONIISUO)) AT

OUOLIY

ur wa)sAs A[ddng 191e A\ JO UOISURAXH

%9C | 9SL°S8L0ET | vYTHIT6L | 000°000°01€ | - 000°000°01€ - SYI0M I9JeM JO UOTIONISU0)) Il

samseaw SutAuedwodoe

%C6 | L¥L°9S0°T €STEY6'TT | 000°000°ST | - 000°000°ST 10§ S30IAIDG Aoueynsuo)) I
%16 uorsiazdns

8L7°TE TT0'8YSSy | 000°000°0S | - 000°000°0S SYIOM 10J SIOIAISS Aoue)nsuo)) 1

SYL04q B $221443S JO asvydung

sjudwAe g

%FE | 0£9'c6b 9SS | OLE900°T6T | 000°00S°LES 000°000°0S8 s1d139y [B10L

79T | 0€9°€6°95S | 0LE905°€6T | 000°000°0SL - 000°000°05, | BUIMO1I0q USI2I0§ WOL} 5p33d0I]

%001 . 000°00S°L6 | 000°00S°L6 | 000°00S°Z- | 000°000°001 YRR G THOT]. Fo SURTL,

STIEREM|

€707 dung (€ PIPUS 18IA ) .10] SHUNOWE [ENIY puk PFpng jo uostredwo)) Jo yudwaje)s 0 [

€707 ‘0€ dQung papud Ieak [erdouruly 3Y) 10j SHUIWI)L)S [ePURUL] pue )10ddy [enuuy
W wRIS0.LT 1HdWd0IdAI(T J10193Q JINB A




Water Sector Development Programme
nnual Report and Financial Statements for the financial year ended June 30, 2023

11.

Notes to the Financial Statements

Significant Accounting Policies

The principal accounting policies adopted in the preparation of these financial statements are
set out below: -

11.1 Statement of compliance and basis of preparation

The financial statements have been prepared in accordance with Cash-basis IPSAS
financial reporting under the cash basis of accounting, as prescribed by the PSASB and
set out in the accounting policy note below. This cash basis of accounting has been
supplemented with accounting for; a) receivables that include imprests and salary
advances and b) payables that include deposits and retentions. The financial statements
comply with and conform to the form of presentation prescribed by the PSASB.

The laccounting policies adopted have been consistently applied to all the years
presented.

11.2 Reporting entity

The financial statements are for the Project Water Sector Development Programme
under the Ministry of Water & Sanitation and irrigation. The financial statements
encompass the reporting entity as specified in the relevant legislation PFM Act 2012.

11.3 Reporting currency

The financial statements are presented in Kenya Shillings (Ksh.), which is the functional
and reporting currency of the Project and all values are rounded to the nearest Kenya

Shilling.

11.4 Recognition of receipts

Water Sector Development Programme recognises all receipts from the various sources
when the event occurs, and the related cash has actually been received.

i) Transfers from the Exchequer

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

ii) External Assistance

Bxternal assistance is monies received through grants and loans from multilateral
and bilateral development partners.

21




Water Sector Development Programme
Annual Report and Financial Statements for the financial year ended June 30, 2023

Significant Accounting Policies (Continued)
iii) Other receipts

These include Appropriation-in-Aid and relates to receipts such as proceeds from
disposal of assets and sale of tender documents. These are recognized in the
financial statements at the time associated cash is received, in the current year there
were no other receipts.

iv) Donations and grants

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

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 Recognition of payments

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

i) Compensation to employees

Salaries and Wages, Allowances, Statutory Contribution for employees are
recognized in the period when the compensation is paid.

M



Water Sector Development Programme

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

Significant Accounting Policies (Continued)

ii) 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.

iii) Interest on borrowing

Borrowing costs that include interest are recognized as payment in the period in
which they incur and paid for.

iv) 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.

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.

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

nancial

statements.
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Water Sector Development Programme

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

Significant Accounting Policies (Continued)

11.6

11.7

11.8

Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and cash at bank, short-term
deposits on call and highly liquid investments with an original maturity of three
months or less, which are readily convertible to known amounts of cash and are
subject to insignificant risk of changes in value. Bank account balances include
amounts held at the Central Bank of Kenya and at various commercial banks at the
end of the financial year.

For the purposes of these financial statements, cash and cash equivalents also include
short term cash imprests and advances to authorised public officers and/or
institutions which were not surrendered or accounted for at the end of the financial

year.

Restriction on cash

Restricted cash represents amounts that are limited/restricted from being used to
settle a liability for at least twelve months after the reporting period. This cash is
limited for direct use as required by stipulation. Amounts maintained in deposit bank
accounts are restricted for use in refunding third part deposits.

Pending bills

Pending bills consist of unpaid liabilities at the end of the financial year arising from
contracted goods or services during the year or in past years. As pending bills do not
involve the payment of cash in the reporting period, they recorded as ‘memorandum’
or ‘off-balance’ When the pending bills are finally settled, such payments are
included in the statement of receipts and payments in the year in which the payments
are made. The project has no pending bills as at 30" June 2023.

N4
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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 MDA but receive budgeted funds as transfers and account
for them separately. These transfers are recognised 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

Included in the receipts and payments, are payments made on its behalf by to third
parties in form of loans and grants. These payments do not constitute cash receipts
and payments.

and are disclosed in the payment to third parties’ column in the statement of
receipts and payments. During the year, Kshs 193,506,369.74 being loan
disbursements were received in form of direct payments from third parties.

1.11 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 recognised in
the statements of receipts and payments.

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

Significant Accounting Policies (Continued

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)

NA



Water Sector Development Programme
Annual Report and Financial Statements for the financial year ended June 30, 2023

1.

No%es to the Financial Statements

Counterpart funding
through Ministry Water
& Sanitation

Transfers from Government entities

Receipts From Government of Kenya

These represent counterpart funding and other receipts from government as follows: -

Counterpart funds for 25,000,000 73,882,647.59
Quarter 1
Counterpart funds for 0 56,104,659.45
Quarter 2
Counterpart funds for 0 427,400.00
Quarter 3
Counterpart funds for 72,500,000 98,708,110.36
Quarter 4
Total 97,500,000 229,122,817.40 615,270,442

27
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Water Sector Development Programme

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

Notes to the Financial Statements (Continued)

6. Other Grants, Transfers and Payments

.

Ksh. Ksh. Ksh. Ksh. Ksh.
Program 22,217,104 22,217,104 427,400 | 28,564,042
Management
Exp.
Total 22,217,104 - 22,217,104 427,400 | 28,564,042

7.Deposits and Retention Monies

Retention 1,600,000 11,514,071.06

Deposits 0 0

Total 1,600,000 11,514,071.06

Ageing analysis: 2022-23/% of the 2021-22/% of the Total
Total

Under one year 1,600,000 100%

1-2 years 11,514,071.06 100%

Total 1,600,0000 100%| 11,514,071.06 100%

8 Cash equivalents (short-term deposits)

Kenya Commercial Bank [A/C No 1211147312]

RETENTION ACCOUNT 13,114,071.06 11,514,071.06
Kenya Commercial Bank [A/C No 1104035464]
DEVELOPMENT ACCOUNT 3,820,650.52 0

Total

16,934,721.58

11,514,071.06
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Thd retention Bank account above is used to deposit all retention money of the Agency and

W

Ex#lanation t(i Note Above.

Otl#r Importént Disclosures

1. | Pending Accounts Payable
|

the #ugplus wag deposited in development Account

PENDING ACCOUNTS PAYABLE

|

20,668,964.70

-2,606,232.96

18,062,731,.74

18,062,731.74

7.718,266.07

7,718,266.07

7,718,849.47

(583.40)

28,387,230.77

-2,606,232.96

25,780,997.81

25,781,581.21

(583.40)

2
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