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Kenya Water Security

and Clirmate Resilience

Reports and Financial Statemerils

For the financial year

ended June 30, 2021

PROJECT INFORMATION AND OVERALL PERFORMANCE (Continued)

1.2 Project Information

Project Start Date:

The project start date for the project preparation advance was 3" January
2012 and Loan Credit 24™ October 2013

Project End Date:

The project end date for project preparation advance was 3 1™ December
2013 and Loan Credit is 3 ' December 2022

Project Manager:

The project manager is Eng. Simon G. Mwangi

Project Sponsor:

The project sponsor is Ministry of Water & Sanitation and [rrigation.

1.3 Project Overview

| Line  Ministry/State | The project is under the supervision of the Ministry of Water & Sanitation
Department  of  the | and lrrigation.
project

Project number

Credit No. 5268/5674-KE/ TF A0761

Strategic goals of the
project

The strategic goals of the project are as follows:
(1) To improve water security and build climate resilience by
strengthening water and climate risk investment planning,
preparation and implementation that is supported by an enhanced

institutional framework.

Achtevement
strategic goals

The project management aims to achieve the goals through the following

means:
(1) [ncrease availability and productivity of irrigation water for project
beneficiaries and enhance the institutional framework and strengthen
capacity for water security and climate resilience for the country.

Other important
background
information of the
project

The project is funded by the Government of Kenya (GOK), International
Development Association (IDA), KfW, Korea-World Bank Group
Partnership Facility Single-donor Trust Funds Grant and the Beneliciaries.
The project total cost is USS 253 million as indicated below and is to be

implemented over seven years.

e IDA (USD 213M),
o KFW (USD20.1M),
¢ GOK (USD 15.2M),

1l
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Kenya Water Security and Climate Resilience
Reports and Financial Statements
For the financial year ended June 30, 2021

1.6 Roles and Respounsibilities

Names Title Contact Key Responsibilities
designation qualification
Joseph W. [rungu Principal Pswater63 1 @email.com | Executive Accounting
Secretary Tel: 020 2728703 Masters in Officer
Business
Administration
Eng. Samuel Alima Water Secretary | saoalima@gmail.com BSC Civil Coordination of
0722646064 Engineering the Project
Eng. Simon G. Mwangi | Project Manager | samwangif@kwscrp.org BSC Civil Overall Project
0722897389 Engineering Manaccment

CPA Agnes W. Waweru

Head of
Accounting Unit

agwawe2006@email.com
0722785858

Bcom. CPA(K)

Financial
Management

Le? Funding summary

The project total cost is USS 146.06 million and is jointly funded by the Government of Kenya (US$ 14.80
mil), International Development Association (USS$ [11.32 mil), KfW (US§ 16.44 mil), and Korea-World
Bank Group Partnership Facility Single-donor Trust Funds Grant (US$ 3.50 mil). The status of project

funding is summarized in the table below:

V




Kenya Water Security and Climate Resilience Project
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PROJECT INFORMATION AND OVERALL PERFORMANCE (Continued)

Below is the funding summary:

A. Source of Funds

Source of funds

Donor Commitment-

~ Amount received to

Undrawn balance to

date — (30" June date
. 2021)
- Donor KShs Donor KShs Donor KShs

currenc curre currenc T

Y ney y

USD -USD USD :

(A) (A°) (B) (B"). (A)-(B) (A)-(B)

(i) Grant

“ Korean-W13 Trust Fund .,v.,%.,ﬁ.v_c_c.o. _,)_a.oés._gc 1,902,403 _cc‘,ﬁc,m_cc; ‘_‘,MS.“.,&_V,Q_. :f%dc
M Awwv rAv M~ ~.~ SEUTS— ———— R SRS ——— - - = > e i =
, (P = ASRE— (—————

111,320,000 | 11,132,000,000

Germany KfW

..93,134,948

9,313,494,822

18,185,052

1,818,505,178

| 16,440,000 |  1,644,000,000 | 6,875,152 | 687,315,167 | 9,564,848 | 956,484,833

ﬁuoczﬁn\:.US I't A.C :Qm ! T I B
Government of Kenya 18.700.000 | 1,870,000,000 | 15,946,520 | __1,594,652,000 2753480 | 273,348,000
) 14,996,000,000 | 14,996,000,000 | 117,859,023 | 11,785,902,279 | 32,101,977 | 3,208,097,731
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Kenya Water Security and Climate Resilience
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For the financial year ended June 30, 2021

[rrigation Scheme (about 705 hectares); (b) support to agricultural production and establishment of market
linkages through a value chain approach; and (c) support to the efficient operation of the infrastructure and to
the progressive transfer of responsibilities and decision-making to Irrigation Water Users Associations. The
success of the project is premised on the vision that, once completed, the beneficiary farmers will transition
from the current rain-fed subsistence agriculture to commercial farming based on horticulture, and on the
uptake of efficient irrigation management, operation and maintenance processes that will ensure scheme
functionality and sustainability. The status of the physical progress is as follows:

< Construction of Diversion Weir, [ntake and Headworks I[nfrastructureDiversion weir: 97%
complete; [ntake works: 85% complete; Covered connecling channel: §%; Headworks
Canal: 87% complete; Emergency weir: 85% complete; Sand Trap: 95% complete;
Headworks Access Road: 90% complete; Headworks canal box culverts: 95%.

«  Construction of Main canal: Aqueduct: 100% complete; main canal box culverts: 21%;
Main canal duckbill weir: 36%: Main canal cross drainage structures: 80%.

< Rehabilitation of Bunyala [rrigation Scheme: 72% complete.

« Rehabilitation of Bunyala buildings: 80% complete.

< Construction of Scheme Management Facilities at Nyadorera: 95% complete.

«  Manufacture of Gates for flushing sluice, intake structure, emergency weir and sand trap
40% complete.

Besides the physical progress of Works detailed above, the land acquisition milestones in respect to
irrigation infractructure is: All 5534 parcels of land in Blocks I to 4 have been compensated and vested
in favour of MWSI; compensation and acquisition of Blocks 5 — 7 and 6 — 14 to be accomplished in
October 2021 and February 2022 respectively.

(2) Lower Nzeia [ntegrated Flood Mitigation Structures (IFMS) — The objective of this sub-
component is to improve and strengthen existing: flood mitigation infrastructures (Dykes) to provide
enhanced flood protection to the communities of the Lower Nzoia, as well as the new irrigation scheme,
including infrastructure and crops. The dykes span a length of 17 Km on cither side of River Nzoia
downstream of Rwambwa Bridge towards Lake Victoria. Specific project interventions being undertaken
include construction of 5.8 Km of new dykes, improvement of 28.4 Km of existing dykes, and construction
of culverts and drains. The main works comprise an earth embankment of about 5.0 m high, which also
provides a 5.0 m wide gravel road along the crest, a seepage grout curtain and rainfall run off control gates.
Though the works contract was signed in November 2017, actual works on the ground have progressed very
slowly due to challenges in land acquisition. Construction works were also recently slowed down due to
heavy rains in the project area that made the project sites inaccessible for about three months (March to June
2020). The status of the physical progress is as follows:

«  Construction of the Northern Dyke is 90% complete (Primarily on the riversidc).
< Construction of the Southern Dyke is 73.5% complete (i.e. Solely on the river side).

(3) Lower Nzoia Flood Forecasting and Early Warning System (FFEWS) — The objective of this sub-
component is to improve the existing flood early warning system for the Lower Nzoia River
watershed in order to minimize damage to life and property in the event of a {lood. The existing
system is currently used for daily flood forecasting by the Kenya Meteorological Department
(KMD). Through the project, the existing flood early warning system is being upgraded to
include a combination of IT and technology for real-time monitoring of river flow (Telemetry),
and instantaneous broadcast technology for flood early warning messages to concerned
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Kenya Water Security and Climate Resilience
Reports and Financial Statenents
For the financial year ended June 30, 2021

«  Trained 381 WRUA members on project management, procurement, record keeping, and
resource mobilization.

«  Trained 52 WRA staff in different fields relevant to SCMP development and technical
support to catchment management.

(3) Improvement of Water Services in Mombasa - Availability of water in Mombasa will significantly
increase when Mwache Dam becomes operational. Therefore, there is need for MOWASCO to
adequately prepare for this scenario to cffectively and efficiently absorb the water [rom
Mwache Dam when it becomes available. This sub-component is providing support to
MOWASCO to improve its operational efficiency and water distribution capacity as well as
improve billing and revenue collection. Priority activities include MOWASCO turnaround
focusing on improved institutional arrangements and the formation of DMAs. Improved water
service delivery will be reflected by corresponding reduction in NRW and increase in revenues
collected by MOWASCO. With support from the project, MOWASCO has made good progress
with regard to the above two areas of improvement. NRW has reduced from 61% to 47% and
the number of houschold water connections increased from 1,475 to 4,102 within a period of
four years. Similarly, the revenue collection efficiency has improved greatly during the same
period from 86% (o 94%. This is attributed to increased vigilance on the part of MOWASCO to
identify dormant and/or illegal connections and have them reconnccted or regularized. This
positive trend can be attributed to a number of management and operational changes that
MOWASCO has been implementing to turn around its image from a loss making utility to a
more commercially viable entity. MOWASCO has recently gone through significant
institutional changes with the aim of strengthening its management and operational capacity.
The MOWASCO Board is now formally constituted and fully operational. The Board has
recruited and filled all the vacant managerial and technical positions and the entire Senior
Management Team is now in place. Regarding the planned NRW reduction works, good
progress has been made following completion of the Likoni works. West Mainland works are
proceeding well and 90% complete.

(6) Water Invesiment Pipeline - The goal of this sub-component is contribute to closing the large
infrastructure gap in Kenya’s water sector, estimated at around USS$ 5to USS$7 billion.
Specifically, this sub-component is financing a number of pre-feasibility studies, feasibility
studies and detailed designs, RAP & ESIA preparation, etc. The sub-component is also
supporting the development of an I[nvestment F ramework (IF) with agreed quality assurance
standards and guidelines for planning, preparing, implementing and operating water
investments. The IF is envisioned to become an overarching scctor-wide instrument for
enhancing the quality and speed of investment preparation, and consequently a critical element
for strengthening the pipeline of investment-ready projects. The following achievements have
been realized under the sub-component:

- Development of the [nvestment Framework Analysis Tool (IFAT) and [nvestment Plan 1s
complete.

. FPeasibility studies for Malewa Dam, and Ol Kalou, Naivasha & Gilgil Towns have been
completed.

«  ESIA & RAP for Malewa Dam, and Kwale, Ukunda, Msambweni & Lunga Lunga Towns
have been completed.

< The Kwale County Water Supply Master Plan has been prepared.

. Kwale, Ukunda, Msambweni and Lunga Lunga Water Supply Designs & Bid documents
have been prepared.

X1
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Kenya Water Security and Climate Resilience
Reports and Financial Statements
For the financial year ended June 30, 2021

implementation.

98 Sub Calchment Management Plans (SCMPs) have been developed in collaboration
with respective Water Resources User Associations (WRUASs) several of which are under

41 Hydromet monitoring stations have been rehabilitated. [nstallation of an additional 61
stations (45 Automatic Weather Stations and 16 Automatic Water Level Stations) is
ongoing.
Drilling and equipping of 25 groundwater monitoring wells is on-going and is expected to
be completed by end of October 2020.
Water Testing Laboratorics in Nairobi and Kisumu have been renovated and equipped.
Various capacity building and training activities have been conducted for WRA staff.

A National Water Resources Atlas and Web portal has been developed.

iti)  Comment on value-for-money achievements,
All project operations are in strict compliance with World Bank and GoK financial and
procurement policies and guidelines. This, coupled with a comprchensive monitoring and
evaluation system and rigorous quality control and quality assurance measures. has ensured
value-for-money in all project interventions.
iv)  Indicate the absorption rate for each year since the commencement of the project.
L.oan amount 201272013 201372014 20142015 201572016 201672017
Receipts from
Government of Kenya 150,000,000 300.000.000
Proceeds froni Domestic
and Foreign Grants 2
Loan from External
Development Partners 81.695.187 100.926.796 390,616.107 463,765,334 312.649.809
23.904,000.000 81,695,187 100.926.796 390.616.107 | 615765334 | 1.012.649.809
Absorption rate % 0.34% | 0.004 2% 3% 1%
Summary of
Overall
2017/2018 2018/2019 2019/2020 202072021 Performance

Receipts from
Government of Kenya

769.652.000

175.000.000

1.594,652.000

Proceeds from Domestic
and Foreien Grants

170,466.567

19.713.723

190.240,290

Loan from External
Devclopment Partners

1,179,845.890

2.957.936.894

1,941.356.100

10,001.009.696

1,949.497.890

3.303.403.461

1,942.047,765

11,785,901,928

Absorption rate %

8%

14%

8%

49%

v)

The major project implementation challenge is the slow process of land acquisition that has
resulted in significant delays in all major project construction works. This is mainly due to lengthy
bureaucratic processes involved in the land acquisition process most of which are legal

Xiil

List the implementation challenges and recommended way forward.
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Kenya Water Security and Climate Resilience
Reports and Financial Statements
For the financial year ended June 30, 2021

STATEMENT OF PERFORMANCE AGAINST PROJECT'S PREDETRMINED

OBJECTIVES

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 agreement/ plan are to:

&

a) To increase availability and productivity of irrigation water lor project beneliciaries; and
b) To enhance the institutional framework and strengthen capacity for water security and climate

resilience in certain regions of the country

Progress on attainment of Strategic development objectives

For purposes of implementing and cascading the above development objectives to specific scctors, 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 mcasurement: Below we provide the progress on attaining the

stated objectives:

Project Objective

Qutcome

111dicat0r

Performance

Kenya Water To increase availability

Security and and productivity of

Climate irrigation water for
Resilience project beneficiaries.
Project

[mproved farm
productivity

and livelihoods.

Area provided with
irrigation and
drainage services —

new and improved

In FY 20/21 no area was
provided with trrigation
and drainage services by
the project. However on
account of rehabilitation
activities in the existing

Bunyala [irigation
Scheme, improved
productivity has been

actualised.. At the end
of June 2021, over 5000

farmers had benefited
from the project
interventions  through

the different approaches
leading to adoption of
improved crop varieties,
efficient husbandry
technique s, profitable

XV
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Kenya Water Security and Climate Resilience
Reports and Financial Statements
For the financial year ended June 30, 2021

services by 56% due to increased

MOWASCO volumes of water.
Number of MOWASCO household
Household Water connections decreased
Connections from 3,660 to 3,1 14.

3. CORPORATE SOCIAL RESPONSIBILITY STATEMENT/SUSTAINABILITY REPORTING

(Two-to-three pages)

XXX exists to transform lives. This is our purpose; the driving force behind everything we do. It's
what guides us to deliver our stralcgy. Below is a brief highlight of our activities that drive towards

sustainability.
l. Sustainability strategy and profile

The top management especially the accounting officer should make reference to sustainable efforts,
broad trends in political and macroeconomic affecting sustainability priorities, reference (o

international best practices and key achievements and failure.
2. Environmental performance

Outline clearly, environmental policy guiding the organisation, provide cvidence of the policy. Outline
successes, shortcomings, efforts to manage biodiversity, waste management policy and efforts to

reduce environmental impact of the organisation’s products.
3. Employee welfare

Give account of the policies guiding the hiring process and whether they take into account the gender
ratio, whether they take in stakeholder engagements and how often they are improved. Explain efforts
made in improving skills and managing careers, appraisal and reward systems. The organisation should
also disclose their policy on safety and compliance with Occupational Safety and Health Act of 2007,

(OSHA)

X Vil
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Kenya Water Security and Climate Resilience
Reports and Financial Statements
For the financial year ended June 30, 2021

4. STATEMENT OF PROJECT MANAGEMENT RESPONSIBILITIES

The Principal Secretary for the Ministry of Water & Sanitation and [rrigation and the Project Coordinator
for Kenya Water Security and Climate Resilience project 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, 2021.

This responsibility includes (i) 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 tinancial 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 [ree from material misstatements,
whether due to error or fraud;(iv) safeguarding the assets of the project; (v)Selecting and applying
appropriate accounting policies; and (v)Making accounting estimates that are reasonable in the

circumstances.

The Principal Secretary for the Ministry of Water & Sanitation and [rrigation and the Project Coordinator
for Kenva Water Security and Climate Resilience project accept 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 Principal Secretary for the Ministry of Water & Sanitation and Irrigation and the Project Coordinator
for Kenya Water Security and Climate Resilience project 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/period
ended June 30, 2021, and of the Project’s financial position as at that date. The Principal Secretary for the
Ministry of Water & Sanitation and Irrigation and the Project Coordinator for Kenya Water Security and
Climate Resilience project 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.

XIX
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HEADQUARTERS
Anniversary Towers
Monrovia Street

{./ OFFICE OF THE AUDITOR-GENERAL P.O. Box 30084-00100
NAIROBI

e
/¢ mail: info@oagkenya.go.ke
- [ = website: www.oagkenya.go.ke

Enhancing Accountability

REPORT OF THE AUDITOR-GENERAL ON KENYA WATER SECURITY AND
CLIMATE RESILIENCE PROJECT (IDA CREDIT NO.5668/5674-KE) FOR THE YEAR
ENDED 30 JUNE, 2021 - MINISTRY OF WATER, SANITATION AND IRRIGATION

PREAMBLE
| draw your attention to the contents of my report which is in three parts:

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

B. Report on Lawfulness and Effectiveness in Use of Public Resources which considers
compliance with applicable laws, regulations, policies, gazetted notices, circulars,
guideiines 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 intended purpose.

O

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
entity.

1

An unmodified opinion does not necessarily mean that an entity has complied with all
relevant laws and regulations, and that its internal control, risk management and
governance systems are properly designed and were working effectively in the financial
year under review.

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

REPORT ON THE FINANCIAL STATEMENTS
Opinion

| have audited the accompanying financial statements of Kenya Water Security and
Climate Resilience Project set out on pages 1 to 48, which comprise the statement of

Report of the Auditor-General on Kenya Water Security and Climate Resilience Project (IDA Credit No.35668/5674-
Ke) for the year ended 30 June, 2021 - Ministry of Water, Sanitation and Irrigation
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The underfunding and under expenditure is an indication that the Project’s objectives may
not be achieved and may impact negatively on service delivery to the public.

Other Information

The Program Management is responsible for the other information, which comprises
Project Information and Overall Performance, Statement of Performance Against
Project's Predetermined Objectives, Corporate Social Responsibility Statement/
Sustainability Reporting and Statement of Project Management Responsibilities.

The other information does not include the financial statements and my auditor’s report
thereon. My opinion on the financial statements does not cover the other information and
| do not express any form of assurance or conclusion thereon.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Concilusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, | confirm that, nothing 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

The audit was conducted in accordance with ISSAI 4000. The standard requires that l
comply with ethicai 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.

Basis for Conclusion

The audit was conducted in accordance with ISSAl 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.

Report of the Auditor-General on Kenya Water Security and Climate Resilience Project (IDA Credit No.3668/5674-
Ke)) for the year ended 30 June, 2021 - Ministry of Water, Sanitation and lrrigation
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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 ISSAls 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 control 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:

o 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.

Report of the Auditor-General on Kenya Water Security and Climate Resilience Project (IDA Credit No.3668/5674-
Ke)) for the year ended 30 June, 2021 - Ministry of Water, Sanitation and lrrigation
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Kenya Water Security and Climate Resilience Project
Reports and Financial Staiements
For the financial year ended June 30, 2021

7. STATEMENT OF FINANCIAL ASSETS AS AT 30TH JUNE 2021

ARSI A N “ 0 KShs
FINANCIAL ASSETS
Cash and Cash Equivalents
Bank Balances 11.A 480,509,254
Cash Balances 11.B 5
Cash Equivalents (short-term deposits) O - - W
Total Cash and Cash Equivalents 489,509,254 | 299,737,172 |
8 3 “. |
Accounts Receivables 12 31,097,185 871,957,990
TOTAL FINANCIAL ASSETS 511,606,439 1,171,695,152 |
FINANCIAL LIABILITIES [
1
Payables- Deposits and Retentions 13 269,357,965
NET ASSETS 242,248,475 1,171,695,162 |
|
REPRESENTED BY
| Fund balance b/fwd 14 1,171,695,162 928,991,303 |
| Prior year adjustments 15 (1,705,300) (24,575,188) '
Accounts Payable 322,800 1323411 ,
Surplus/(Deficit) for the year (928,064,187) 265,955,637 |
NET FINANCIAL POSITION 242,248,475 1,171,695,162

The accounting policies and explanatory notes to these financial statements form an inte gral part of the
i

financial statements. The financial statements were approved on Vi 2021 and signed by:
,;': ¢ Ry
Priﬁéipal Sg&etary Project Coordinator Head of Accounting Unit
Joseph W. [rungu Eng. Simon G. Mwangi Agnes W.Waweru

; [CPAK Member No. 5514

Lo
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Kenya Water Security and Climate Resilience
Reports and Financial Statements
For the financial year ended June 3 0, 2021

The accounting policies and ex planatory notes to these financial statements form an j
S 1 5 Niegry|

the financial statements. The entity financial statements were approved on i

S AL N 2()2; -

signed by:

< b 3 =
Principal Secretary Project Coordinator Head of Accounting Unis
Joseph W. [rungu Eng. Simon G. Mwangi Agnes W. Waweru
! [CPAK Member No: 5514
Ne
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Kenya Water Security and Climate Resilience Project
Reports and Financial Statements
For the financial year ended June 30, 2021

9. STATEMENT OF COMPARATIVE BUDGET AND ACTUAL AMOUNTS

: b L Budget -
il or St SR T R T A SN, S ) ;GoE%ﬁiEon A Utilization - Yo.of"
) ginal-Budget isgments | Kinal:Budget . Basis .| U _o_h:ro Utilization
ey oy gy c=akb | d et e=c-d | - f=dic %
Receipts
Transfer from Government entities 200,000,000 - 200,000,000 200,000,000 100% w
s - CArel o W_‘...
M __.mmm@% fhoin domestioand foreign 120,000,000 : 120,000,000 19,773,723 100,226,277 1 6% :
Proceeds from borrowings 4,200,000,000 (400,000,000) | 3,800,000,000 1,941,352,100 358,647,900 51% .u
Miscellancous receipts 13,008,42 13,008,421 100% -
Total Receipts 4,520,000,000 (400,000,000) | 4,120,000,000 1,974,134,243 2,145,865,757 48 % M
Payments ;
Compensation of employees 3,000,000 : 3,000,000 2,183,775 316,225 73% n
Purchase of goods and service 1,817,000,000 - | 1,817,000,000 604,972,716 1,212,027,284 33% :
Social security benefits :
Acquisition of non-financial assets 2,700,000,00 | (400,000,000) | 2,300,000,000 2,295,041,940 4,958,060 100% u
Transfers to other government ,a
entities rw
Other grants and transfers &
Total Payments 4,520,000,00 | (400,000,000) | 4,120,000,000 2,902,198,431 1,217,801,569 70%
Note: T :o significant UEFQ utilisation/performance differences in the last column are explained in Annex | to these financial statements. :
gl _ ,_‘ m. s w
Project Coordinator Head Of Accounting Unit
Eng. Simon G. Mwangi Agnes W. Waweru
ICPAK Member No:5514
Date__<LE- Date }




Kenya Water Security and Climate Resilience Project
Reports and Financial Statements
For the financial year ended June 30, 2021

10. SIGNIFICANT ACCOUNTING POLICIES

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

below:

10.1 Basis of Preparation

10.2 Statement of compliance and basis of preparation
The financial statements have been prepared in accordance with Cash-basis [PSAS 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 accounting policies adopted have been consistently applied to all the years presented.

10.3 Reporting entity
The financial statements are for the Project Kenya Water Security and Climate Resilience Project
under National Government of Kenya. The financial statements encompass the reporting entity as

specified in the relevant legislation PFM Act 2012 .

10.3.1 Reporting currency
The financial statements are presented in Kenya Shillings (KShs), which is the functional and reporting

currency of the Project and all values are rounded (o the nearest Kenya Shilling.
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Kenya Water Security and Climate Resilience
Reports and Financial Statements
For the financial year ended June 30, 2021

Significant Accounting Policies (Continued)

¢) Proceeds from borrowing

Borrowing includes Treasury bill, treasury bonds, corporate bonds, sovereign bonds and external loans
acquired by the Project or any other debt the Project may take on will be treated on cash basis and

recognized as a receipt during the year they were received.

d) 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

e)  Recognition of payments
The Project recognises all payments when the event occurs, and the related cash has actually been paid

out by the Project.

1) Compensation of employees
Salaries and Wages, Allowances, Statutory Contribution for employees are recognized in the period

when the compensation is paid.

it)  Use of goods and services
Goods and services are recognized as payments in the period when the goods/services are consumed
and paid for. [f not paid for during the period where goods/services are consumed, they shall be

disclosed as pending bills.
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Kenya Water Security and Climale Resilience
Reports and Financial Statements
For the financial year ended June 30, 2021

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

accounl 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 linancial 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.

h) Accounts receivable

For the purposes of these financial statements, imprests and advances to authorised public officers
and/or institutions which were not surrendered or accounted for at the end of the financial year is
treated as receivables. This is in recognition of the government practice where the imprest payments are
recognized as payments when fully accounted for by the imprest or AIE holders. This is an
enhancement (o the cash accounting policy. Other accounts receivables are disclosed in the financial

stalecments.
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Kenya Water Security and Climate Resilience
Reports and Financial Statements
For the financial year ended June 30, 2021

Significant Accounting Policies (Continued)
k) 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’ items to provide a sense of the
overall net cash position of the Project at the end of the year. 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.

)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
" MDASs 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.

m) Third party payments

[ncluded 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 reccipts and payments and are disclosed in the

payment to third parties column in the statement of receipts and payments.

During the year Kshs 0.931 billion being loan disbursements were received in form of direct payments

from third parties.
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Kenya Water Security and Climate Resilience
Reports and Financial Statements
For the financial year ended June 30, 2021

11. NOTES TO THE FINANCIAL STATEMENTS

1.  RECEIPTS FROM GOVERNMENT OF KENYA

These represent counterpart [unding and other receipts from government as follows:

2020020 aetope it Y

- : e Cumulative to-.

. KShs ~KShs | date(from

s wad : " |'inception)
Counterpart funding through Ministry Water
& Sanitation and [rrigation
Counterpart funds Quarter | - 569,652,000
Counterpart funds Quarter 2 - - 395,000,000
Counterpart funds Quarter 3 z B -
Counterpart funds Quarter 4 = 175,000,000 656,896,647
Total (See Annex 2) - 175,000,000 1,621,548.647
Other transfers from government enfities

| Total -1 175.000.000 1 1.621,548.647
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Kenya Water Security and Climate Resilience

Reports and Financial Statements
For the financial year ended June 30, 2021

5
.

LOAN FROM EXTERNAL DEVELOPMENT PARTNERS

During the 12 months to 30 June 2021 we received funding from development partners in form of loans

negotiated by the National Treasury donors as detailed in the table below:

I "Name of Donor . “:|:Date : - | Amount - | Loans - .| Loans *: Total  amount - in
|l el A T ‘ J-received “l'in: -loan | received | received . :|'KCShs ‘=7 io.diniy
doaEee O cnrrency | im-cash | v 'as " direct ol
i ' v . _payment® | : T
‘ KShs KShs 2020/21 | 2019720
Loans Received from
i Multilateral Donors
(International Organisations)
i International  Development  Association
i (IDA) 07.07.2019 - - - - | 205.117.000
[nternational Development  Association
(IDA) 149,528.600
International  Development  Association
(IDA) 149.843.000
International  Development  Association
i (IDA) 264.599.914
| Internaticnal Development  Association
(IDA) 28,649.270
International  Development  Association
(IDA) 33,546,267
International  Development  Association
(IDA) 30.893.844
international  Development  Association 22.727.543
(IDA)
[nternational  Development  Association 56.769.212
(IDA)
[nternational Development  Association
(IDA) 23,484,094
[nternational  Development  Association
(IDA) 32.587,221
International  Development  Association
(IDA) 32.587.221
[nternational  Development  Association
(IDA) 67.397.449
International  Development  Association
(IDA) 71,868,127
International Development  Association
(IDA) $4.095.710
International  Development  Association
(IDA) 26,107,195
International Development  Association
(IDA) 158,151,649
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Kenya Water Security and Climate Resilienice

Reports and Financial Statements
For the financial year ended June 30, 2021

NOTES TQO THE FIN

ANCIAL STATEME

-+ Name of Donor | Date - Amount ‘| Loans Loans Total amount in KShs
Ly ot ; received |.in  -loan | received |received A S s
© 70 ‘lcurrency - | 'incash | as - direct
s L ah T paymientT | Uiel sl TR e T
KShs KShs - 2020/21 " .+ 2019/20
[nternational  Development  Association
(IDA) - | 497.5352.000 - 497.352.000
[nternational Development  Association 89.080.010 89.080.010
(IDA)
International Development  Association 154.849,534 134.849.554
(IDA)
[nternational Development  Association 48.467.395 48.467.395
(IDA)
[nternational  Development  Association 32.077.786 32,077.786
(IDA)
Inicrnational  Development  Association 82.393.105 82,393,103
(IDA)
International Development  Association 106,074,152 106,074,152
(IDA)
[nternational  Development  Association 27.790.303 27.790.305
(IDA)
International  Development  Association 32.471.081 32.471.081
(IDA)
International  Development  Association 423.884,985 423,884,985
(IDA)
[nternational  Development  Association 28.801.442 28.801.442
(IDA)
[nternaticnal  Development  Association 69.699.558 69.699.558
(IDA)
International  Development  Association 113,456,749 113,456,749
(IDA)
International  Development  Association 53,380,710 55.380.710
(IDA)
Kw 41.778.,482 41,778,482
KIw 7.843,724 7.843,724
Kiw 2.645.329 2.645.329
Kfw 4,421,644 4,421,644
Kfw 4,528,115 4,528,115
Kiw 7.482,969 7,482,969
Kfw 30,128,016 30.128.016
KIW 7.675913 7.675.913
Kiw 3.906.778 5.906.778
[ Y 33.974,159 33,974,159
KW 20,741,039 20.741.039
KW 3,582,979 5,582,979
KW 3,739.036 3.739.036
KW 1,627,027 1,627.027
Kw 1,498,081 1.498.081
Total 990,936,543 950,415,557 | 1,941,352,100 2,957,936,89:
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Kenya Water Security and Climate Resilience

Reports and Financial Statements
For the financial year ended June 30, 2021

NOTES TO THE FINANCIAL STATEME!

5. COMPENSATION OF EMPLOYEES

N

NTS (Coutinued)

ik 202072021 71 201972020 |

| Payments made | Payments 4 [eiia gl

| by the Entity in | made by third | Total “Payme | Cumulative -

‘|:Cash ¥iz parties. Payments © nts to—.,,daté e

) KShs KShs KShs KShs KShs

Basic salaries of ’ i i ) ] 6.499.335
| permanent employees

S SRR AL ey 2,183,775 2,183,775 111,232,487

employees
Total 2,183,775 - 2,183,775 1,907,210 17,731,822

N
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Kenya Water Security and Climate Resilience
Reports and Financial Statements
For the financial year ended June 30, 2021

v

OTES TO THE FINANCIAL STATEMENTS (Continued)

7.  SOCIAL SECURITY BENEFITS

A 2020020 - AR RS 5201920
Payments | Payments | st aniadia TR
:made by the | * madeby | S S e e s
- Entityin | = third - “Total ;  Total| Cumulative
i Cash | - - parties Payments | ' Payments | =~ to- date
’ KShs | ~: KShs KShs|  KShs __KShs

Government pension and
retirement benefits - - | - - -

' Social security bencfits in
cash and in kind . - . 5 5

Employer social benefits
in cash and in kind - - 5 5 N

i Total - - - - =

[Provide explanation as necessary]

]
(O8]
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Kenya Water Security and Climate Resilience
Reports and Financial Statements
For the financial year ended June 30, 2021

NOTES TO THE FINANCIALS

¥y QUrATH Fh N
Lo AL oL L

FIN TS (o binsiad
EMENTS (Continued)

9.  TRANSFERS TO OTHER GOVERNMENT ENTITIES

During the 12 months to 30 June 2021, we transferred funds to reporting government entities as shown

below:
Fe020P1 s T a019je0 i
Payments made made by : _ : G
Pt feo | by the Entity in | third | Total i Total == | Cumulative
AR B Cash 7. : parties Payments | Payments to-date
KShs KShs KShs KShs KShs

Transfers to National

Government entitics

Ministry ABC - - - = %

Project XYZ = : = - .

Transfers to County

Governments = . s . _

County ABC = : = = -

County XYZ - 2 : = =
| TOTAL s - - =] -

We have confirmed that the beneficiary institutions have received the funds and have recorded these as inter-

entity receipts. We have attached these duly signed confirmations as an Appendix to the financial statements.
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Kenya Water Security and Climate Resilience
Reports and Financial Statements
For the financial year ended June 30, 2021

NQTES TO THE FINANCIAL STATEMENTS (C

11. CASH AND CASH EQUIVALENTS

otitinued)

f
i

2020/21° L0 201920
So et 2 A w Sl KShs' KShs
Bank accounts (Note 8.13A) 480,509,254 299.737.172

Cash in hand (Note 8. [3B)

Cash equivalents (short-term deposits) (Note 8.13C)

Total

480,509,254

299.737.172

The project has | number of project accounts spread within the project implementation area and 1

number of foreign currency designated accounts managed by the National Treasury as listed below:

I1. A Bank Accounts

Project Bank Accounts

2020/21

i e 201920

KShs

KShs .

Forcign Currency Accounts

Central Bank of Kenya [A/c No...... ]

NCBA [A/c No 1000591738]

Co-operative Bank of Kenya [A/c No...... J

Others (specify)

Total Foreign Currency balances

It

Local Currency Accounts

Central Bank of Kenya [A/c No...... ]

NCBA [A/c No 1000591738]

480,509,254

299,737,172

Co-operative Bank of Kenya [A/c No...... ]

Others (specify)

Total local currency balances

480.509.254

299.737.1712

Total bank account balances

480,509,254

299,737,172
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Kenya Water Security and Climate Resilience
Reports and Financial Statements
For the financial year ended June 30, 2021

NOTES TO THE FINANCIAL STATEMENTS (Continued)

11 B Cash In Hand

2020/21 2019720
e . KShs L Y KEShe:
Location 1 = %
Location 2 " .
Location 3 . -
Other locations (specify) - -
Total cash balances - -
[Provide a cash count certificate for each location above]
1L C Cash equivalents (short-term deposits)
2020/21 2019720
Gl : g : KShs K:Shs
Kenya Commercial Bank [A/C No...... ] - -
Co-Operative Bank of Kenya [A/C No...... ] - -
Rent Deposit 300,000 300,000
Total 300,000 300.000
[Provide short appropriate explanations as necessary|
12. ACCOUNTS RECEIVABLES
DeSCription’ & s i 2020-2021 ©2019-2020°
Government Imprests 341,200 1,331,806
National Irrigation Authority 18,562,196 29,014,066
Water Resources Authority 11,893,790 3,990,332
National Lands Commission - 837,321,786
Rent Deposit 300,000 300,000
Total 31,097,185 871,957,990
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Kenya Water Security and Climaie Resifience
Reports and Finagncial Statements
For the financial year ended June 30, 2021

Bank accounts 299,737,172
Cash in hand .
Cash equivalents (short-term deposits) -
Outstanding imprests and advances 871,957,990
Total 1,171,695,162
\
\
A
)l'.
\.
Y
31



amprser

49 i
LLLIST €T FSEE0 89T so[qeied u1 a3uBy)
[1¥°€2E’1 €96°L5E°69C 120z aunf ,0€ 1e St so[qeAed s)unoooe SuIso[)
881:CLC"VZ I IV“ZC‘I 1207 AI0[ 1 18 se suonuaiy pue ysodag
0292‘“09}_.,_ IZOZ e e R o i
HIIVAVA SINOJOV NI SESNVHD LI
S08°098°078 ' S9]qeAI0Y Ul AUy |
CQ1°,60°1 € [Z0C 2Un[ ,,0€ 18 SB S3[UAI9DI 1UN0DIE BUISO[D
066 LS6'1LS 120T AI0f ] 18 S8 il uad suruadQ
Oocetoc IZO?GZQZ v PR T “0“‘1”..2.- a
HIEVAIZDWYE NI SEONVHD 9t
(Aorjod
SULUN02ID 40 S21DWISI UT S2SUDYD U2 4014d UI P2IOU $40.L1D 0] SAID]2.4 ADIA 1014 FY] 49Y]aT/M u1]dxsy)
0GECeL T 688°18¢ TI¥'eze’l [e10,
2 : - (Af102d5s) s1941C
- - - S2]qRAI0Y ;
00£°S0L'1 688°18¢ LI Eet so]qeAed SUNONY | &
- - - puey ul yses
. . . saoue[eg JUN09IE Yued

: S TR R sqs‘-_; W 1004051 ;oum
TUGHTAL| | Ssunjelsppaennt [
yqddueeg | - 7 42d SY QTOYETOT |
pusnlpy | swounsnipy | - - Adyqoeduweg |

INFWISAFQY AVEA hCrLzIJ
(penunue]} SINFWFLVLS TVIONVNIE BHL OL S%;.

e

1207 ‘0¢ 2uny papua 4vad Jyrd: Hﬂ/f) ;5;,
stuzalg ouvig PP B o

ZETISAN
i DA
20u2171533 it} puv 31inIz< /97 L




Kosvm T/ e o |

Kenya Water Security and Climate Resilience

Reports and Fingncial Staiements
For the financial year ended June 30, 2021

L

12. OTHER IMPORTANT DISCLOSURES

PENDING ACCOUNTS PAYABLE (See Annex 3A)

1 t ns fo; the

P?id ciurmo the
, 5ear _

TKshs

Construction of

buildings

Construction of
civil works

Supply of goods

Supply of
services

109,945,471

(109,943 471)

Total

425,148,079

(143,583,254) |

(109,943,471

269,357,964

3

e

PENDING STAFF PAYABLES (See Annex 3B8)

i Ba;?ncezb/j I‘Y

B Addmons

Taid during |
the Vezu

Balam,e c/f

Deseription

' hshs ;

_lor the- period

sits

EY 2929 2021- .

l&shs

Senior management

Middle management

Unionisable employees

Others

Total

OS]
(8]
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Lenya Water Security and Climate Resilience
Reports and Financial Statements
For the financial year ended June 30, 2021

OTHER IMPORTANT DISCLOSURES (Continued)

aj. External assistance relating loans and grants

External assistance received as loans

External assistance received as arants

Total

b) Undrawn external assistaice

' 'I:?Z-uir;-fg;ose for which . _
t&e undrawn -

s i : ‘external assistance

| maybeused

FY 202612021

Description -

Kshs

Undrawn external assistance - loans

Undrawn external assistance - grants

Total

c)classes of providers of external assistance

_ FY 201902026

scription -

Mul,tilatéral doho rs

Bilateral donors

[nternational assistance organization

NGOs

National Assistance Organization

Total

Provide details of the reasons for external assistance e, g Economic developme

relief Trading activities eic

w
i

nt or welfare objective, Emergency

PRETY=XY



MO PUD 3OUDJSISSD JUI2IXD Y] Jfo asod.ind ay; 140 pasvq p ja1dopp g J]iot &

pasit ot dSUVFSISSD |PUi9IXI Y}

1017001 f1SSV]2-GHS 240GV Y[ g/j\/

—

T

:VLOL

syuauideJ LPYQO

SUIMO0110q US1210,] pUE dNSaWO(] U0 rediound jo yuawdeday

1S9191U] URO] SUIpN|dUI ‘S}S07 9oueUL]

sjessy Jo uomsimboy

syjeuag A11moag [BI100S

SIoJSueI) pue sjuRIs 12110

S1IUM) WURWILIA0S 1) 01 SIJSUeL],

sa1pISqns

S9O1AISS PUB SPOOT JO 98[)

soakordury 10 uonesuduo)

»"S"S}I ;
TZ00020C N el PRt 5
A4  solyang pArLY AqOpRIN SjuoTaieg

2OUDISISSY [PUIIXD JO 3571 PUD ascdsng 3

JUZDIRSDIW 2TVA A1 ‘DG PATY | 10

quardioas ‘2045fsuvsy fo JuswaSpuvey a1yl Aq anpoa fo Jua1USSISST WY ‘spo0s 3if] KO PAYINIY 2014d ‘72580 02154y d f0 1502 TIL101SIY

paiv13a.sdap :

‘saouop £q £juno0d v 01 PaIGE

dq aq dvuz sy ) pouimidlap

Gaon S22d2S pup SPOOS f0 2H[V& 23] YOIYet 10 SISTq 31 ISOPSIT - G/N 272 OON

11109 240 213 piv poof Juarudiitha JoIpaY ‘grarndusod ‘$a]o11aa S YIS SPOOS Uit 171990 vt S J

[#I0L

$201AI0S

SpPoon)

 monydursoq

ozm/omz K?f

TEe070E K

20uDISISSH [pUI5IXs A1p]2uoUi-HOY

(penupuo]) SEANSOTOSIA INVLIOI NI H’&!HLOR;, o

.ux sr" Lv.

[707 ‘€ auny papus wad p1ouvulf s
Sy Pwa;zﬁb JPIOUBULF PUs
2oudIjIsay IV puv (JINI38 4378/ 1"(

A e A Y
DA

2

R‘«

T
«,—' q

IS

o s>



Kenya Water Security and Climate Resilience
Reports aind Financial Statements
For the financial year ended June 30, 2021

OTHER IMPORTANT DISCLOSURES {Continued)

J- External Assistance paid by Third Parties on behalf of the Entity by Source

This relates to external assistance paid directly by third parties to settle obligations on behalf of the ey

_ FY20201021

Description

Kshs

National government

Multilateral donors

Bilateral donors

[nternational assistance organization

NGOs

National Assistance Organization

Total
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Kenya Water Security and Climate Resilience
Reporis and Financial Stalements
For the financial year ended June 30, 2021

‘Reference .

& N o dhe RS R e e
= 7 Issue /' Observations from.
Textermal - LR S

(U5

_ Auditor

- comments -

Management -
£ Not

" resulting to shortfall in receipts of
i Kshs.517,795,396 or 14%.

. Further, the Project’s approved

: budget was Kshs. 3,823,500,000
: while the actual expenditure was
* Kshs. 3,039,748,969, resulting to
. under-absorption of Kshs.

: 783,751,031 or 20% of the

. budget. Consequently, planned

" activities of the Project may

: possibly not have been

: implemented, thus affecting

. achievement of the intended goals
i of the Project. !

“Unetilized  funds transfer of |
‘ Funds to National Lands

- Commission

. As reported in the previous year
- report, the Preject disbursed
. Kshs.300,000,000 to National :
' Lands Commission during the
i financial year 201872019,
‘ bringing  the total
i disbursed to the Commission to |
! Kshs.650,000,000, for |
: compensation of Project Affected
: Persons for the construction of |
i Mwache Dam. The basis for the :

amount :

i disbursement was not clear since |
. the Project had not provided !
 requisition from the Commission. !
| In addition, the National Lands |
i Commission had not provided !
{ any expenditure returns for the
advances made since June, 2016, :
i while there was no evidence of
| compensation fto any of the
i intended beneficiaries. Similarly,
s‘ireview of current year records
: revealed that the Commission did
‘ not provide evidence of how
" funds transferred to them in the ;
year under review were utilized, |
. while there was no evidence of ‘

" The Ksh. 650,000,000 are :

i resettlement of the project

! However, the commission

! the funds have not been ‘!

processes at National Land

Commission (NLC)
i hampered largely by its

low capacity, the overall
performance has improved
over the years. However,
the shortfall in absorption |
of the 20% budget has
bezn recoverad in the :
current year.

counterpart funds by GoK
to be utilized for

! affected persons. Although :

National Land Commission
did not a request for the

: funds, the project

i transferred the funds to |

i them since .the'y .are the Rasulved
mandated  institution to
deal with land

; compensation issues.

Statements confirming that

utilized have been availed i
for further review by the
audit team.

(Resolved /<. (Put &

- Resolved). -

i
i
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Kenya Water Security and Climate Resilience
Reporis and Financial Siaiemenis
For the financial year ended June 30, 2021

:L‘Rgféceﬁ.fc}e”

; ex.f;e'.m.a.l, £
* audit

; Repori

L R A s ot R

Issue / Observatmns from

pensmn benefits wnthm the )°r10d

© she served in the Project, contrary
to section J.13(2)(V) of the :
| Human Resource Policy and
i Procedure manual for Public
: Service, 2016. There was no :
- evidence that the pension was |
remitted  to  the
" authorities. Further, it was not
clear why the officer was engaged !
and contracted before her official :

release by the National Treasury.

In December 2018, ten (10) :
months after terminating the !
contract, the officer requested the |
National Treasury to treat her !
contract period as a secondment
i which, was forwarded to the :
Public Service Commission on i
February 2019 and approved in
March 2019 as a belaed |
secondment, without following
due procedures. The Project paid
 the officer Kshs. 547,980 being
: consultancy fee for the period :
| December 2017 to March 2019. |
. Although the payments were
‘ made net of the officer’s gross :
' salary, there was no evidence of
remittance of pension to the :
relevant authorities. In addition, it :
was not clear how the unpaid ;

leave initially requested and not
approved, was changed to a

belated secondment. The :
ouideline on  the belated |
: secondment could not be verified.

Consequently, management is in

breach of Human Resource i
Policy and Procedure Manual for |

i Public Service, 2016.

relevant

Mﬁangggmenftf

" commerits

V -NQt > .
Resolved) s akn

BRSNS

i
'
i
i

{0 be res

|
1
i
i
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| feny? Water Security and Climate Resilience

f Reporis and I inancial Staiements

For the financial year ended June 30, 2021

Reference

~No. om the - e R, e
I e Hlssge | Observations, from - Management
. external el Sl JUAC TR SR
g . Auditor . ThE - comments
-Report- = . 1

iof the construction works for | to joint mobilization of the
: services for both North and ;
© West) of the combined
© Project’s approved work plan. . contract value.

;North Mainland from the

E_E-[owevcr, the contract for the |

. supervision  work  was  not :

‘Status:
(Resolved ./~
" Not A

" Resolved)

‘Timeframe:

- wiien you .

(Pat - a date

expect theissue
* to be resolved)

reviewed to factor in the reduced
. scope. As at 30 June, 2020, the :
consultant had raised six invoices ‘
lotaling to Kshs. 42,377,982
%representing 67% of the total :
contract price, yet the supervision
:}was only for the constructionz
works for West mainland.
%Consequently, the Project may% \
not receive value for money in
relation to the supervision '
contract. :
T Project not Subjected to [nternal ------------ . ) .
| Audit Review ol
Paragraph 9.2 of the Projects’ . ‘
l financial management manual ‘
‘ provides that the [nternal Auditor The internal audit team had
seconded to the Ministry of pla-m}e‘d B C ommence their
: ! activities in the second :
| Water and Sanitation by the | quarter of the financial i Resolved
, Treasury will conduct annual . ﬁf:r(:t;itlc;f;epr::zgzid oy 3
fiduciary reviews on the Project ‘ i 5
funds, based on an annual risk% '
. assessment of the Project. The | ‘
| ' annual fiduciary review report by : '
the Internal Audit will inform the ' ‘
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enys Water Securify and Climate Resilience
S Reporis and Financial Statements
For the fingncial year ended June 30, 2021

elbchie S0 e n AL T T CStatusy . Timeframe:
- No;, cr fhe nfirp i e | T = ' ;(Regql_va{ / (Pkf A g.- date -
pat . Issue / Observations from Management ' L L

external- . L e
e ce o~ Auditer 7 T 0 0 T cominents -

Not .- u_"lrg'e(gi E ,'-__-;}o;_{z:
saudit. - 43

© Resolved)  expect theissue

;_.?:Re,pex;jét 3 i £ b"(;;‘iésé-!.-vad)-'
T RS AT AR 54 formed phase 11T T T
' of the entire project. The Project

was meant to address the problem

- of non-revenue water in Likoni :
tarea and to supply water from ! g i
" Tiwi borehole. Included in the :

* contract was a pipeline designed ! : : |

- to carry at least 2000m’ of water. :
. However, it was observed that the
- Tiwi borehole currently produces :

. 1000m?® of water per day, which E

“is far less than the minimum
. required capacity of the new ! i

: pipeline. According to : j

Management, the extra capacity ;
of water was to be provided by : : l
sinking more boreholes, and this ;
éhad been agreed upon between “
the Ministry and the relevant ] . i i 8 ‘
water stakeholders, at the time of : ' :i
design of the pipeline. However, ' l
: Management has not provided i
any documentary evidence to this ‘ l
effect. As a result, the Project ;
l may not achieve value for money ' x |
E , in the 50% capacity [ '

i underutilization. ' i i

| Sustainability of Rehabilitation of | The scope under the !
, Leshau - Karegoini Water Supply i current contract was to be | Resolved
i Project i supplemented by additional | i

i funding by  County : s

46
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Lorrily and Climate Resilience
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;:,cml year ended June 30, 2021

/ : Observatmns from Nt;inagéhl,ént ;

comments

{Lider,
T

that aorﬁe collectlong

observed
tanks were leaking and were not |
rehabilitated under the contract. ;
In the circumstances, it was not .
possible  to  confirm  the

sustamablllty of the PlO_]eCt

St

Tlmeframe' i

! (Resolved / (Put @ ;_ (,(q.z,e'

Project Coordinator

Principal Secretary LY
Eng. Simon G. Mwangi

Joseph W. [rungu
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14. ANNEXES

ANNEX1 - VARIANCE EXPLANATIONS - COMPARATIVE BUDGET AND ACTUAL AMOUNTS

Budget
Utilization

T [Commentson
1190t 7o ¢ ¢
| Utilization

1anoce(below. oe ,
over 100% S0

o Budget Difference
a b c=a-b | d=b/a %

Receipts
Transfer from Government entities 200,000,000 . 200,000,000 100% (1)
Proceeds from domestic and foreign grants 120,000,000 19,773,723 100,226,277 16% (i1)
Proceeds from borrowings 3,800,000,000 | 1,941,352,100 | 1,858,647,900 51% (i)
Miscellaneous receipts . 13,008,421 13,008,421 51%
Total Receipts 4,120,000,000 1,974,134,243 | 2,145,865,757 48%
Payments
Compensation of employees 3,000,000 2,183,775 816,225 73% (iv)
Purchase of goods and services 1,817,000,000 604,972,716 | 1,212,027,284 33% )
Social security benefits i . . .
Acquisition of non-financial assets 2,300,000,000 |  2,295,321,252 4,658,060 100% (vi)
Transfers to other government entities 3 . i i
Other grants and transfers . , . .
Total payments 4,120,000,00 2,902,198,431 | 1,217,801,569 70%

e
i

be completed in FY21/22.
iil.

the section under construction. This had an impact on v & vi above as well.

49

The GoK counter funds were received in July 2021 hence a timing difference between the date of release and receipt by the project.
The low absorption is attributed to the delay in completion of the consultancy of upgrading flood early warning systems. The activity shall

This is attributed to the slow pace of completing land compensation which was accelerated in the third quarter of the financial. The
absorption shall increase twofold or more in the subsequent financial year since the contractor will be allowed access to a bigger section of
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