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1.

1.1

PROJECT INFORMATION AND OVERALL PERFORMANCE

Name and registered office
Name

The project’s official name is Kenya Water Security and Climate Resilience Project.

Objective
The key objective of the project are: (i) increase availability and productivity of irrigation
water for project beneficiaries; and (ii) enhance the institutional framework and strengthen

capacity for water security and climate resilience for the country.

Address
The project headquarters offices are Nairobi, Nairobi County, Kenya.

The address of its registered office is:

Kenya Water Security and Climate Resilience Project,
Ministry of Water & Sanitation and Irrigation-Ngong Road,
Maji House

P.O Box 49720-00100 Nairobi

The project also has offices/branches at Mombasa-Imaara House
Contacts: The following are the project contacts
Telephone: (254) 2716103

E-mail: info@kwscrp.org
Website: www.kwscrp.go ke
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PROJECT INFORMATION AND OVERALL PERFORMANCE (Continued)

1.2 Project Information

Project Start Date: The project start date for the project preparation advance was 5% January
2012 and Loan Credit 24™ October 2013
Project End Date: The project end date for project preparation advance was 31% December

2013 and Loan Credit is 31 December 2022

Project Manager:

The project manager is Eng. Simon G. Mwangi

Project Sponsor:

The project sponsor is Ministry of Water & Sanitation and Irrigation.

1.3 Project Overview

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

Achievement of

strategic goals

The project management aims to achieve the goals through the following

means:
6)) Increase 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 Beneficiaries.
The project total cost is US$ 253 million as indicated below and is to be
implemented over seven years.

IDA (USD 213M),
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e KfW (USD20.1M),

e GOK (USD 15.2M),

e Korea-WB Trust Fund (USD3.5M),
e Beneficiaries (USD 1.2M)

The project has seven categories as per the Financing Agreement Category
1 Goods, Category 2: Works, Category 3 Consultancy Services, Category 4
Operating costs, Category 5 Refunds of Preparation Advance and Category
6: Unallocated, Category 7, Goods, Works, Consultancy services and
Training.

Current situation that
the  project  was
formed to intervene

The project was formed to intervene in the following areas:

(i) Component 1: Water Resource Development,
SC1.1 Water Sector Investment
SC1.2 Water Investment Pipeline.
(if) Component 2 Effective Water Sector Institutions
SC2.1 Support for Water Sector Transition and Reforms
SC2/2 Strengthening Water Management and Planning

(iii)  Support for Project Implementation

Project duration

The project started on 5™January 2012 and is expected to run until 315
December 2022

1.4 Bankers

The following are the bankers for the current year:

(1) Designated Account-Central Bank of Kenya-Account No. 1000214244

(i)  NCBA Bank, NCBA House-Account No. 1000591738

(i) NCBA Bank, NCBA House-Account No. 1004150167

(iv)  Equity Bank, NHIF Building-Account No. 0180269867060

1.5 Auditors

v
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The project is audited by the Office of the Auditor General (OAG).
P.O Box 30084 University Way, Nairobi

1.6 Roles and Responsibilities

Names Title Contact Key Responsibilities
designation qualification
Joseph W. Irungu Principal Pswater63 [{@gmail.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 | sgmwangi@kwscrp.org BSC Civil Overall Project
0722897389 Engineering Management
CPA Agnes W. Waweru | Head of agwawe2006(@email.com | Bcom. CPA(K) | Financial
Accounting Unit | 0722785858 Management

1.7

Funding summary

The project total cost is US$ 146.06 million and is jointly funded by the Government of Kenya (US$ 14.80
mil), International Development Association (US$ 111.32 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:
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PROJECT INFORMATION AND OVERALL PERFORMANCE (Continued)

1.8

1)  Budget performance against actual amounts for current year and for cumulative to-date,

Summary of Overall Project Performance:

2020/2021 2019/2020 2018/2019
Budget Actual Budget Actual Budget Actual
Receipts from
Government of Kenya 200,000,000 700,000,000 175,000,000 200,000,000 769,652,000
Proceeds from Domestic
and Foreign Grants 120,000,000 19,769,723 180,000,000 170,466,567 - -
Loan from External
Development Partners 3,800,000,000 1,941,356,100 2,943,500,000 2,957,936,894 | 1,250,000,000 1,179,845,890
4,120,000,000 1,961,125,823 3,823,500,000 3,303,403,461 | 1,450,000,000 1,949,497,890
2017/2018 2016/2017 2015/2016
Budget Actual Budget Actual Budget Actual
Receipts from
Government of Kenya 569,652,500 - 250,000,000 500,000,000 150,000,000 150,000,000
Proceeds from Domestic
and Foreign Grants = =
Loan from External
Development Partners 2,942,000,000 2,370,217,578 550,000,000 512,649,809 550,000,000 465,765,334
3,511,652,500 2,370,217,578 800,000,000 1,012,649,809 700,000,000 615,765,334
Variar
2014/2015 2013/2014 2012/2013 TOTAL %
Budget Actual Budget Actual Budget Actual Budget Actual
Receipts from
Government of
Kenya 100,000,000 - 2,169,652,500 1,594,652,000 7.
Proceeds from
Domestic and
Foreign Grants 300,000,000 190,240,290 6.
Loan from External
Development
Partners 300,000,000 | 390,616,107 108,094,860 | 100,926,796 146,000,000 | 81,695,187 12,589,594,860 | 10,001,009,695 T
400,000,000 | 390,616,107 108,094,860 | 100,926,796 146,000,000 | 81,695,187 15,059,247,360 | 11,785,902,985 7:
1)  Physical progress based on outputs, outcomes and impacts since project commencement,
(1) Lower Nzoia Irrigation project - Phase 1 - The objective of this sub-component is to increase

availability and productivity of irrigation water for communities in the Lower Nzoia Irrigation Scheme. The
project, which is located in Busia and Siaya Counties in Western Kenya, targets to develop infrastructure to
irrigate 4,043 hectares of land for sustainable production of food and high value crops amongst other project
benefits. Once fully developed, the project will directly benefit approximately 20,000 people of whom about
12,600 people (2,100 households) are currently farming on land in the project area and another additional
8,000 people who are expected to work on the scheme as hired labour. The main project tasks include: (a)
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construction of irrigation and drainage infrastructure, including rehabilitation of the existing Buny
Irrigation 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:

e Construction of Diversion Weir, Intake and Headworks InfrastructureDiversion weir: 97%
complete; Intake works: 85% complete; Covered connecting channel: 8%; 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 Irrigation 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 554 parcels of land in Blocks 1 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 Nzoia Integrated 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 either 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 riverside).
« 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 flood. The existing
system is currently used for daily flood forecasting by the Kenya Meteorological Department

ix
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(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
communities based on alarm criteria. Other interventions being implemented include upgrading
of existing rainfall & water level monitoring stations and construction of additional new ones;
strengthening flood analysis capabilities, including inundation mapping, and refinement of flood
warning criteria for Lower Nzoia River; establishment of a customized flood control system
with monitoring system and control centres; and technology transfer and international
knowledge sharing, as well as other community preparedness activities.

The ongoing upgrading of the Lower Nzoia Flood Forecasting and Early Warning System
(FFEWS) is progressing very well and the upgraded FFEWS now receives data from the field
monitoring stations, computes forecasts, and prepares and sends Flood Advisories. Specifically, the
following achievements have so far been made under this sub-component:

* Existing FFEWS monitoring infrastructure has been upgraded through supply and
installation of assorted Hydromet equipment (i.e. 10no. Automatic Weather Stations, 7no.
Automatic Water Level Stations and 2no. ADCPs). The 17 upgraded stations have started
transmitting real time data to KMD/WRA servers for issuance of flood forecasts.

* Renovation of Server rooms and installation of computer base stations & servers at WRA
HQ, WRA Kakamega and KMD has been completed.

* Technical training has been conducted for 32 WRA and KMD staff in operation and
maintenance of the upgraded FFEWS and in flood analysis and mapping.

* Completed detailed LiDAR surveys to acquire high resolution topographic data for three
most flood prone areas in Lower Nzoia i.e Webuye (Chevyawa community), Mumias
(Shibale community), and Nyadorera community to improve on the accuracy and
reliability of the flood forecasts issued.

(4) Nzoia Watershed Management - The objective of this sub-component is to improve livelihoods of
the local communities through promotion of sustainable land and management practices and
reduction of sediment loads in the Lower Nzoia watershed. This will ultimately lead to
increased effectiveness and lifespan of the improved Nzoia flood protection infrastructure and
decreased maintenance costs at the Lower Nzoia Irrigation Project — Phase 1. Project
interventions under this sub-component focus on strengthening sediment monitoring and
provision of support for planning and implementation of watershed management activities in the
areas with the highest rates of erosion (hotspots) in the Nzoia watershed. Beneficiary
communities, through their respective WRUAs, are being assisted by the project in the
preparation of Sub Catchment Management Plans (SCMPs). The project is supporting five
WRUAS in implementation of some of priority interventions, especially those that are directly
relevant to soil erosion control e.g. tree planting, terracing, construction of gabions, and
marking & pegging of riparian areas. The project is also supporting limited livelihood
improvement activities as an incentive to communities to actively participate in watershed
conservation activities. The following achievements have been made so far:

* Rehabilitation of 160 ha of degraded land in five sub-catchments i.e.: Safu, Bukhungu,
Chebaiywa, Terem and Upper Kibisi.
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*  Mobilized and sensitized 8no. WRUAs (Kabeywan, Kisawai, Nangeni, Lower Sr
Kipkabus, upper middle Nzoia, Charangai and Sasala Lubao) on watershed conservation
and facilitated development of 13no. Sub-catchment management plans.

» Established a sediment monitoring network covering five priority (hot-spot) sub-
catchments i.e. Ishiukhu, Bukhungu, Mumias, Kisama and Safu. Sediment load sampling
is being conducted from the network on a quarterly basis to monitor soil erosion.

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

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

(5) 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 effectively and efficiently absorb the water from 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
household 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% to 94%. This is attributed to increased vigilance on the part of MOWASCO to identify
dormant and/or illegal connections and have them reconnected 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 Investment Pipeline - The goal of this sub-component is contribute to closing the large
infrastructure gap in Kenya’s water sector, estimated at around US$ 5to US$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 Investment Framework (IF) with agreed quality assurance
standards and guidelines for planning, preparing, implementing and operating water
investments. The IF is envisioned to become an overarching sector-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:
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* Development of the Investment Framework Analysis Tool (IFAT) and Investment Plan is
complete.

* Feasibility 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.

(7) Support for Water Sector Transition and Reforms - The objective of this sub-component is to
enhance the capacity of water sector institutions to effectively perform their mandates and
functions, thereby contributing both to meeting project objectives and to improving the broader
reform process. The following has been achieved under the sub-component:

¢ All new national water sector institutions NWSHA, WRA, WaSREB, WSTF) were launched
and their respective establishment reports approved by the new Boards.

¢ KEWIand MWSI organizational review finalised.

¢ Final draft Vol. 1 and 2 of the Water Sector Transition Plan ready.

*  The 7th and final version session paper on the National Water Policy was submitted to Cabinet
for review and adoption.

*  MWS organizational review and staff competency-skills assessment was conducted.

* Subsidiary legislations for new water sector institutions (WR, WS, WHS, and Water Tribunal)
have been developed.

¢ The first cycle of staff inductions on new water laws and unbundled mandates was conducted
for 456 public officers.

¢ Competency and skills assessments were conducted for water sector staff.

* Final WSR Roadmap and Water Sector Transition-transfer Plan has been developed.

* Water Works Development Agencies (WWDA) establishment criteria were developed and
gazetted vide LN 27 & 28 0£26.04.2019.

*  Water Works Development Agencies (WWDAS) have been established.

* 9™ WWDA Legal Notice No. 4 of 7% February 2020 split RVWWDA into N-RVWWDA and
C-RVWWDA.\

* Draft Legal Notice and Schedules of Staff to be transferred from former WSBs to WWDAs
drafted — list of staff undergoing accuracy verification by respective WWDAs.

* Draft Legal Notice for National Public Water Works(NPWWs) drafted, and list of NPWWSs
plus statutory criteria undergoing verification by respective WWDAs.

¢ Draft Legal Notices of assets and liabilities drafted and the same undergoing verification by
respective WWDAs.

*  The reforms communication strategy has been developed.

*  Water sector reforms information portal, and technical staff information management system
(intranet) has been developed.

* Transaction Advisor (TA) for Coast Bulk Water has been procured. TA presented Diagnostics
Survey Report 1, establishment of the Joint Authority (JA), its mandates and institutional
structure and technical options for formation of the bulk water mechanism to the Client.

Xii



nenya yarer DECUriyy ana Clmarte iesiience
Reports and Financial Statements
For the financial year ended June 30, 2021

(8) Support to Water Resources Management and Planning - The objective of this sub-component is
to improve the capacity and knowledge base for basin-level water resources management ...
Kenya, including integrated basin planning and mainstreaming climate resilience. The sub-
component builds on the strengthened sector wide institutional and legal frameworks by
focusing on the information, technical capacity, and participatory aspects of water resource
planning that will contribute to the sustainability and climate resilience of Kenya’s water
resources and associated investments. The following achievements have been realized under
the sub-component:

* Preparation of six Basin Plans is complete and final reports submitted.

e 98 Sub Catchment Management Plans (SCMPs) have been developed in collaboration
with respective Water Resources User Associations (WRUAS) several of which are under
implementation.

e 41 Hydromet monitoring stations have been rehabilitated. Installation 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 Laboratories in Nairobi and Kisumu have been renovated and equipped.

e Various capacity building and training activities have been conducted for WRA staff.

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

ii1l)  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 comprehensive 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.

Loan amount 2012/2013 2013/2014 2014/2015 2015/2016 2016/2017

Receipts from

Government of Kenya 150,000,000 500,000,000

Proceeds from Domestic
and Foreign Grants - -

Loan from External

Development Partners

81,695,187

100,926,796

390,616,107

465,765,334

512,649,809

23,904,000,000

81,695,187

100,926,796

390,616,107

615,765,334

1,012,649,809

Absorption rate %

0.34%

0.004

2%

3%

4%

2017/2018

2018/2019

2019/2020

2020/2021

Summary of
Overall
Performance

Receipts from
Government of Kenya

769,652,000

175,000,000

1,594,652,000

Proceeds from
Domestic and Foreign
Grants

170,466,567

19,773,723

190,240,290
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Loan from External
Development Partners

2,370,217,578

1,179,845,890

2,957,936,894

1,941,356,100

10,001,009,696

2,370,217,578

1,949,497,890

3,303,403,461

1,942,047,765

11,785,901,928

Absorption rate %

10%

8%

14%

8%

49%

1.9

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
requirements and can thus not be circumvented. Land acquisition being the exclusive mandate of
the National Land Commission (NLC), the project has very little leeway in influencing the process.
As a way forward to address the challenge, the project has sought high level intervention from
relevant offices to raise the profile of the project and ensure that its land requirements are
prioritized by NLC. A number of correspondences/meetings between Principal Secretaries of the
relevant ministries (Water & Lands) and NLC leadership have been shared/held to try and unlock
existing bottlenecks in the land acquisition process. These interventions have yielded positive
results as there is now a sense of urgency by all concerned parties to deploy the necessary resources
to fast track the land acquisition process for the project.

List the implementation challenges and recommended way forward.

Summary of Project Compliance:

The project has not had any cases of non-compliance with applicable laws and regulations
including the project financing agreement.
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2. STATEMENT OF PERFORMANCE AGAINST PROJECT’S PREDETRMINF
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 for project beneficiaries; 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 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:

Project Objective | Outcome Indicator | Performance |

Kenya Water To increase availability | Improved farm | Area provided with | In FY 20/21 no area was -
provided with irrigation I
and drainage services by
Climate irrigation water for and livelihoods. | drainage services — | the project. However on
account of rehabilitation ‘
activities in the existing
Project Bunyala Irrigation
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

Security and and productivity of productivity irrigation and

Resilience project beneficiaries. new and improved
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techniques,  profitable
marketing  approaches
and longer post-harvest
life of stored produce.
The cumulatively will
result to increased food
security, better nutrition
due to dietary diversity,
increased incomes and
improved livelihoods

Number of people
provided with

increased flood

In FY 20/21, 45,000
people were provided

with increased flood

protection protection by the
project.
To enhance the New water Number of In FY 20/21, 4no. new
institutional framework | sector Institutions national water sector
and strengthen capacity | institutions Mandated by the institutions NWSHA,
for water security and fully Water Act WRA, WaSREB,
climate resilience in operational established WSTF) were launched

certain regions of the

country

with improved

service delivery

and new Boards
inaugurated; 8noWSB
transitioned fully to 9no.

WWDAs.

Improved
delivery of
water resources

planning and

Number of Basin

Plans developed

By FY 20/21 six Basin
Plans had already been
developed

management

services
Number of new or In FY 20/21 41no. new
upgraded monitoring | water resources
stations established | monitoring stations

were established
Improved % decrease in In FY 20/21
delivery of MOWASCO Non- MOWASCO NRW
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water supply Revenue Water increased from 47%

services by 56% due to increased

MOWASCO volumes of water.
Number of MOWASCO household
Household Water connections decreased
Connections from 3,660 to 3,114.

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 strategy. Below is a brief highlight of our activities that drive towards
sustainability.

1. 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 to international
best practices and key achievements and failure.

2. Environmental performance

Outline clearly, environmental policy guiding the organisation, provide evidence 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
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also disclose their policy on safety and compliance with Occupational Safety and Health Act of 2007,
(OSHA)
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Market place practices-
The organisation should outline its efforts to:
a) Responsible competition practice.
Explain how the organisation ensures responsible competition practices with issues like anti-
corruption, responsible political involvement, fair competition and respect for competitors.
b) Responsible Supply chain and supplier relations-
explain how the organisation maintains good business practices, treats its own suppliers
responsibly by honouring contracts and respecting payment practices.
¢) Responsible marketing and advertisement-
outline efforts to maintain ethical marketing practices.
d) Product stewardship-

Outline efforts to safeguard consumer rights and interests.

4. Community Engagements

Give evidence of community engagement including charitable giving (cash & material), Community
Social Investment and any other forms of community. (The project gives details of CSR activities
carried out in the year and the impact to the society. The statement may also include how the
organisation promotes education, sports, healthcare, labour relations, staff training and development,

and water and sanitation initiatives)
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4. STATEMENT OF PROJECT MANAGEMENT RESPONSIBILITIES

The Principal Secretary for the Ministry of Water & Sanitation and Irrigation 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 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 (v)Making accounting estimates that are reasonable in the

circumstances.

The Principal Secretary for the Ministry of Water & Sanitation and Irrigation and the Project Coordinator
for Kenya 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.
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The Principal Secretary for the Ministry of Water & Sanitation and Irrigation and the Project Coordine” ~v
for Kenya Water Security and Climate Resilience project confirm 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/period under audit were used for the eligible purposes for which they

were intended and were properly accounted for.
Approval of the Project financial statements

The Principal Secretary for the Ministry of Water & Sanitation and Irrigation and the Project Coordinator
for Kenya Water Security and Climate Resilience project on R ‘ [ 9\/‘ 2021 and

signed by them.

4

> "'(’ ’AV—T', ' . A
:_/:jf@{:r G\K\ L\,L\.k \, v’
| Project Coordinator Head of Accounting Unit:
Joseph W, Irungu Eng. Simon G. Mwangi Agnes W. Waweru

% ICPAK Member Number: 5514
\v‘!
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OFFICE OF THE AUDITOR-GENERAL P.O. Box 30084-00100
NAIROBI

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,
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 intended purpose.

C. 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.

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.5668/5674-
Ke) for the year ended 30 June, 2021 - Ministry of Water, Sanitation and Irrigation



financial assets as at 30 June, 2021, and the statement of receipts and payments,
statement of cash flows and statement of comparative 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, the financial statements present fairly, in all material respects, the financial
position of Kenya Water Security and Climate Resilience Project as at 30 June, 2021,
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
Public Finance Management Act, 2012 and the Financing Agreement Credit
No.5268/5674-KE, and Grant No.TFOAQ761 dated 7 September, 2015 between
International Development Association (IDA) and the Republic of Kenya.

In addition, the special accounts statement presents fairly the special account
transactions and the closing balance has been reconciled with the books of account.

Basis for Opinion

The audit was conducted in accordance with International Standards of Supreme Audit
Institutions (ISSAls). | am independent of Kenya Water Security and Climate Resilience
Project Management in accordance with ISSAI 130 on Code of Ethics. | have fulfilled
other ethical responsibilities in accordance with the ISSAI and in accordance with other
ethical requirements applicable to performing audits of financial statements in Kenya. |
believe that the audit evidence | have obtained is sufficient and appropriate to provide a
basis for my opinion.

Key Audit Matters

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

Other Matter

Budgetary Control and Performance

The statement of comparative budget and actual amounts reflects final receipts budget
and actual on comparable basis of Kshs.4,120,000,000 and Kshs.1,974,134,243
respectively, resulting in underfunding of Kshs.2,145,865,757 or 52% of the budget.
Similarly, the project spent Kshs.2,902,257,520 against the budgeted amount of
Kshs.4,120,000,000 resulting in under expenditure of Kshs.1,217,801,569 representing
30% of the estimated expenditure. Management has attributed the low absorption to slow
pace of completing land compensation and delay in release of counterpart funding.

Report of the Auditor-General on Kenya Water Security and Climate Resilience Project (IDA Credit No.5668/5674-
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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

Conclusion

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 |
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.

Basis for Conclusion

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

Report of the Auditor-General on Kenya Water Security and Climate Resilience Project (IDA Credit No.5668/5674-
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REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

As required by Financing Agreement Credit No.5268/5674-KE, dated 7 September, 2015
between International Development Association (IDA) and the Republic of Kenya, | 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;

i. Inmy opinion, adequate accounting records have been kept by the Project, so far
as appears from the examination of those records; and,

ii.  The Project’s financial statements agree with the accounting records and returns.

Responsibilities of Management and those Charged with Governance

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with International Public Sector Accounting Standards (Cash
Basis) and for maintaining effective internal 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 internal control, risk management and governance.

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

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

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

Those charged with governance are responsible for overseeing the financial reporting
process, reviewing the effectiveness of how the 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,

Report of the Auditor-General on Kenya Water Security and Climate Resilience Project (IDA Credit No.5668/5674-
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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 ISSAIs will always detect
a material misstatement and weakness when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis
of these financial statements.

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:

e Identify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide a
basis for my opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control.

Report of the Auditor-General on Kenya Water Security and Climate Resilience Project (IDA Credit No.5668/5674-
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e Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the Management.

e Conclude on the appropriateness of the Management’s use of the applicable basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the Project’s
ability to continue to sustain its services. If | conclude that a material uncertainty exists,
| am required to draw attention in the auditor’s report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to modify my opinion. My
conclusions are based on the audit evidence obtained up to the date of my audit
report. However, future events or conditions may cause the Project to cease to
continue to sustain its services.

o 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.

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

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

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

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

N

AUDITOR-GENERAL

Nairobi

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

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

FINANCIAL ASSETS

Cash and Cash Equivalents

Bank Balances 11.A 480,509,254 299,737,172
Cash Balances 11.B - -
Cash Equivalents (short-term deposits) 11.C - -
Total Cash and Cash Equivalents 480,509,254 299,737,172
Accounts Receivables 12 31,097,185 871,957,990
TOTAL FINANCIAL ASSETS 511,606,439 1,171,695,162
FINANCIAL LIABILITIES

Payables- Deposits and Retentions 13 269,357,965 I
NET ASSETS 242,248,475 1,171,695,162 l
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 1,323,411
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 integral part of the

2021 and signed by:

financial statements. The financial statements were approved on é\ ‘\ZL\

% ;/7 Q{\\\ DWW
Project Coordinator Head of Accounting Unit
Eng. Simon G. Mwangi Agnes W.Waweru

ICPAK Member No. 5514
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8.

STATEMENT OF CASHFLOW FOR THE PERIOD 30TH JUNE 2021

ACTIVITIES

CASHFLOW FROM OPERATING |

Receipts from operating activities

Transfer from Government entities 1 - 175,000,000
Proceeds from domestic and foreign grants 2 19,773,723 68,664,996
Miscellaneous receipts 4 13,008,421 2,301,143
Payments from operating activities
Compensation of employees 5 (2,183,775) (1,907,210)
Purchase of goods and services 6 (424,180,980) (981,849,708)
Social security benefits 7 - -
Transfers to other government entities 9 - -
Other grants and transfers 10 - (279,000)
Adjustments during the year
Prior Year Adjustments 15 - (24,575,188)
Decrease/(Increase) in Accounts 16 840,860,805 53,132,417
Receivable
Increase/(Decrease) in Accounts Payable: 17 (267,975,465) 23,251,777
Net cash flow from operating activities 715,253,658 708,189,139
CASHFLOW FROM INVESTING
ACTIVITIES
Acquisition of Assets 8 (1,525,418,119) (401,091,584)
Net cash flows from Investing Activities (1,525,697,431) (401,091,584)
CASHFLOW FROM BORROWING
ACTIVITIES
Proceeds from Foreign Borrowings 3 990,936,543 1,405,117,000
Net cash flow from financing activities 990,936,543 1,405,117,000
NET INCREASE IN CASH AND CASH
EQUIVALENTS 180,772,082 295,836,277
Cash and cash equivalent at 11
BEGINNING of the year 299,737,172 3,900,897
Cash and cash equivalent at END of the 11

ear 480,509,254 299,737,172
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The accounting policies and explanatory notes to these financial statements form an integral part

the financial statements. The entity financial statements were approved on %‘ (l/v(‘ 2021 and
signed by:
" ‘3 f:“i%aiz -~/ ,<“§/\"!: W
T\ Z \ , =
Principal $edretary Project Coordinator Head of Accounting Unit
Joseph W Ira\ngu Eng. Simon G. Mwangl Agnes W. Waweru
\/} ICPAK Member No: 5514
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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 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 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 to the nearest Kenya Shilling.
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10.4 Significant Accounting Policies
a) Recognition of receipts
The Project recognises all receipts from the various sources when the event occurs, and the related cash

has actually been received by the Government.

1) Transfers from the Exchequer
Transfer from Exchequer is be 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

External assistance is received through grants and loans from multilateral and bilateral development

partners.

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 the time associated

cash is received.

b) 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.
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Significant Accounting Policies (Continued)

c) 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.

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.
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Significant Accounting Policies (Continued)
iii) Interest on borrowing
Borrowing costs that include interest are recognized as payment in the period in which they incurred

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.

V) Acquisition of fixed assets

The payment on acquisition of property plant and equipment items is not capitalized. The cost of
acquisition and proceeds from disposal of these items are treated as payments and receipts items
respectively. Where an asset is acquired in a non-exchange transaction for nil or nominal consideration
and the fair value of the asset can be reliably established, a contra transaction is recorded as receipt and

as a payment.

A fixed asset register is maintained by each public entity and a summary provided for purposes of

consolidation. This summary is disclosed as an annexure to the consolidated financial statements.

f) In-kind donations

In-kind contributions are donations that are made to the Project in the form of actual goods and/or
services rather than in money or cash terms. These donations may include vehicles, equipment or
personnel services. Where the financial value received for in-kind contributions can be reliably
determined, the Project includes such value in the statement of receipts and payments both as receipts

and as payments in equal and opposite amounts; otherwise, the contribution is not recorded.
Significant Accounting Policies (Continued)

g) Cash and cash equivalents

10
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Cash and cash equivalents comprise cash on hand and cash at bank, short-term deposits on call &
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.

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 to the cash accounting policy. Other accounts receivables are disclosed in the financial

statements.
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