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Mwea Irrigation Development Project
Annual Report and Financial Statements for the financial year ended June30,2022

1 Project Information and Overall Performance

1.1 Name and registered office

Name: The project’s official name is Mwea Irrigation Development Project

Objective: The key objective of the project is to increase the productivity of rice and other crops
by improvement of irrigation infrastructures and strengthening the operations and maintenance
framework in Mwea Irrigation Settlement (MIS) scheme, thereby contributing to raising the

farmers’ livelihood in MIS scheme area and food security in Kenya.

Address: The project headquarters offices is in Nairobi city, Nairobi County, Kenya.

The address of its registered office is:

National Irrigation Authority
Unyunyizi House, Second Floor,
Lenana Road, Hurlingham

P.O. Box 30372-00100

Nairobi, Kenya

The project also has an office as follows:

- Mwea Site office

Contacts: The following are the project contacts
P.O Box 30372, 00100

Telephone: (254) -20-2711380/2711468

E-mail: ceo@irrigation.go.ke

Website: www.irrigation .go.ke

e e
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Mwea Irrigation Development Project
Annual Report and Financial Statements for the financial year ended June 30, 2022

1.2 Project Information

Project Start Date:

13t December 2010

Project Ld Date:

3" December 2023

Project Manager:

Eng. Stephen Mutinda

Project Sponsor:

The project sponsdr is JICA/GoK

1.3 Project Overyiew

Line  Ministry/State
Department of |the

project

The project is under the supervision of the Ministry of Water & Sanitation
and Irrigation.

Project number

KE-P27

Strategic goals of| the

The strategic goals of the project are as follows:

project (i) Increase rice production in MIS Scheme thus increasing food
security in Kenya
(ii) Increase the acreage under rice production in MIS Scheme.
Achievement (i) The project management aims to achieve the goals through the

strategic goals

following means:
(ii) Construction of Thiba dam and its appurtenant structures

(iii) Expansion of irrigation area.

Other
background

information of | the

project.

important

The project has 3 major components

i) Construction of Thiba dam being implemented by Strabag
International GmbH

ii) Construction of irrigation and drainage facilities being implemented
by Mutahi Engineering Limited and Joycott Limited.

iii) Consultancy services for engineering services for Mwea Irrigation
Development Project by Nippon Koei Limited.

iv) Resettlement of the PAPS by HAIDCO limited

Current situation |that
the  project  |was

formed to interven

(¢}

The project was formed to intervene in the following areas:
(i) Frequent water shortages occasioned by unreliable rainfall thus
leading to low rice yields per acre.
(ii) Land lying furrow during short rain season — the farmers will move
from one cropping season to two cropping seasons per year.
(iii)  Expansion of acreage under production.

Project duration

The project started on 13% December 2010 and is expected to run until 13th
December 2023

il




Mwea Irrigation Development Project
Annual Report and Financial Statements for the financial year ended June 30, 2022

1.4 Bankers

The following are the bankers for the current year:

NCBA Bank — Kenya

1.5 Auditors

The project is audited by Office of the Auditor General

1.6 Roles and Responsibilities of key persons working on the project

Names Title designation Key qualification Responsibilities
Mr. Gitonga Chief Executive Over 20 years of | Overall
Mugambi, EBS Officer (CEO) experience in the | coordination of the
development and | project.
management of
irrigation schemes
Eng. Charles Muasya | Ag. Deputy General | oo 20 years  of Coo.rdina.tion of
Mapag?r experience in the | Engineering
(Irrigation and development of mat.ters on the
Infrastructure irrigation infrastructure projeet:
development
services)

Eng. Stephen Project Manager Over 10 years' | Coordinating  all

Mutinda experience in dam and | technical matters
irrigation infrastructure | of the project
construction.

Mr. Tirus Kabuthia | Project Accountant Over 20 years in | Advising on
financial management. project  financial

aspects.

M/s Grace Ndungu Environmentalist Over 7 years in the | Ensuring
handling of  project | protection of the
environmental matters. environment

M/s Patricia Siele Procurement officer | Over 7 years of | Advising on
experience in | procurement

procurement matters

matters for the
project.

Mr. Yuji Yunoki

Team leader-
Consultant

Over 35 years’
experience in irrigation
and dam construction

Responsible  for
day-to-day
implementation of
the project




Mwea Irrigation Development Project

Annual Report and Financial Statements for the financial year ended June 30, 2022
Mr. Keiji Tamura Construction Over 20 years of | Supervision of
Engineer (Irrigation | experience in the | construction works
& Drainage.) construction of irrigation | for the irrigation
and drainage facilities. and drainage
systems.
M/s Dorothy Kawira | M & E Officer Over 15 years in project | Responsible  for

monitoring

project monitoring
and evaluation
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Mwea Irrigation Development Project
Annual Report and Financial Statements for the financial year ended June30,2022

1.8 Summary of Overall Project Performance:-
i) Budget performance against actual amounts for the current year is 55% and for the
cumulative to-date is 55 %.
ii) The physical progress is at 97%
iii) The absorption rate for each year since the commencement of the project has been at 100%.
iv) ‘The only challenge experienced is budget cuts by the treasury, which we recommended that
the money requested be disbursed on time in order to maintain the project on course.

1.9 Summary of Project Compliance:
The project complied with all statutory requirements.

2 Statement of Performance against Project’s Predetermined 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 2010-2023 plan are to increase the productivity of
rice and other feasible horticultural crops by improvement of irrigation facilities, including stable
supply of water and strengthening of the operations and maintenance framework in Mwea Irrigation
Scheme (MIS) . thereby contributing to raising the farmers’ livelihoods in the MIS area and food
security in Kenya.

Progress on attainment of Strategic development objective

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-bound
(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
Mwea Irrigation | To increase the Improvement of | Percentage The Project is
Development productivity of irrigation increase in rice on-going and
Project. rice and other facilities. and other crops estimated level
crops. produced. of progress is at
97%
3 Environmental and Sustainability Reporting

The project is implemented by National Irrigation Authority hence, does not éarr"y‘out its own
separate Corporate Social Responsibility.

viil
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Mwea Irriga
Annual Repor

4. Statement of Project Management Responsibilities

The Chief Execy
Irrigation Develg

financial statemen

itive Officer, National Irrigation Authority and the Project Manager for Mwea
pment Project are responsible for the preparation and presentation of the Project’s
ts, which give a true and fair view of the state of affairs of the Project for and as at the
end of the finandial year ended on 30 June 2022. These responsibilities includes: (i) maintaining
adequate financial management arrangement and ensuring that these continue to be effective
throughout the r¢porting period; (ii) maintaining proper accounting records, which disclose with
reasonable accurgcy at any time the financial position of the Project; (iii) designing, implementing
nternal control

and maintaining

statement, and en
(iv) safeguarding
and (vi) making a

The Chief Execu
Irrigation Develo
been prepared on

s relevant to the preparation and fair presentation of the financial
suring that they are free from material misstatements, whether due to error or fraud,;
the assets of the Project; (v) selecting and applying appropriate accounting policies;
ccounting estimates that are reasonable in the circumstances.

tive Officer, National Irrigation Authority and the Project Manager for Mwea
pment Project accept responsibility for the Project’s financial statements, which have
the Cash Basis Method of Financial Reporting, using appropriate accounting policies

in accordance wit

International Public Sector Accounting Standards.

The Chief Executive Olfficer, National Irrigation Authority and the Project Manager for Mwea
Irrigation Development 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 30 June 2022, and
of the Project’s financial position as at that date. The Chief Executive Officer, National Irrigation
Authority and the Project Manager for Mwea Irrigation Development Project further confirm the
completeness of the accounting records maintained for the Project, which have been relied upon in the
preparation of th¢ Project financial statements as well as the adequacy of the systems of internal
financial control.

The Chief Executive Olfficer, National Irrigation Authority and the Project Manager for Mwea
Irrigation Development 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
Approval of the E
The Project finan

Authority and the
and signed by then

Chief Exe e
Mr. Gitonga Mugi

properly accounted for.
’roject financial statements
cial statements were approved by the Chief Executive Officer, National Irrigation

Project Manager for Mwea Irrigation Development Project on _=olva lacos
n.

- = L0 o
Project A¥countant:
CPA. Tirus N. Kabuthia
ICPAK MemberNo.15039

fficer
ambi, EBS

Project Manalger
Eng. Stephen Mutinda
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Telephone: +254-(20) 32140
E-mail: info@oagkenya.go.
Website: www.oagkenya.g
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DO HEADQUARTERS
ke Anniversary Towers
b.ke Monrovia Street

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

5 A R NAIROBI
Enhancing Accountability

THE AUDITOR-GENERAL ON MWEA IRRIGATION DEVELOPMENT

PROJECT (LOAN NO. KE-P27) FOR THE YEAR ENDED 30 JUNE, 2022 - NATIONAL

IRRIGATION

AUTHORITY

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.

Report on| Lawfulness and Effectiveness in Use of Public Resources which considers
compliande with applicable laws, regulations, policies, gazette notices, circulars,
guidelineg 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.

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 cha
entity.

An unmodifie
relevant laws
governance |
year under re

The three p
responsibilitie
Public Financ

rged with governance for orderly, efficient and effective operations of the

d opinion does not necessarily mean that an entity has complied with all
and regulations, and that its internal controls, risk management and
ystems are properly designed and were working effectively in the financial
view.

arts of the report are aimed at addressing the statutory roles and
s of the Auditor-General as provided by Article 229 of the Constitution, the
e 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 of the Auditor-General on Mwea Irrigation Development Project (Loan No. KE-P27) for the year ended
30 June, 2022 - Ngtional Irrigation Authority




REPORT ON THE FINANCIAL STATEMENTS
Opinion

| have audited the accompanying financial statements of Mwea Irrigation Development
Project set out on pages 1 to 23, which comprise of the statement of financial assets as
at 30 June, 2022, and the statement of receipts and payments, statement of cash flows
and the statement of comparison of budget and actual amounts for the year then ended,
and a summary of significant accounting policies and other explanatory information in
accordance with the provisions of Article 229 of the Constitution of Kenya and Section 35
of the Public Audit Act, 2015. | have obtained all the information and explanations which,
to the best of my knowledge and belief, were necessary for the purpose of the audit.

In my opinion, the financial statements present fairly, in all material respects, the financial
position of Mwea Irrigation Development Project as at 30 June, 2022, 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 Loan Agreement No. KE-P27 dated 16 August, 2010
between the Japan International Cooperation Agency (JICA) and the Republic of Kenya.

Basis for Opinion

The audit was conducted in accordance with International Standards of Supreme Audit
Institutions (ISSAIs). | am independent of the Mwea Irrigation Development 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
1. Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects final receipts budget
and actual on comparable basis of Kshs.3,301,000,000 and Kshs.1,839,938,959
respectively resulting to an under-funding of Kshs.1,461,061,041 or 44% of the budget.
Further, the Project had an expenditure budget of Kshs.3,301,000,000 whereas the actual
total expenditure was Kshs.1,829,578,342 resulting in an under-expenditure of
Kshs.1,471,421,658 or 45% of the budgeted amount.

Report of the Auditor-General on Mwea Irrigation Development Project (Loan No. KE-P27) for the year ended
30 June, 2022 - National Irrigation Authority
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The underfunding and under-expenditure, therefore, indicate that some activities of the

project in the

annual work plan were not implemented, thus adversely affecting the

achievement aof the intended objectives and service delivery to the public.

2. Unresolved Prior Year Audit Matters

In the report @
and Effectiven
Although the |
progress on fq
the matters re

REPORT ON
RESOURCES

Conclusion

As required [
performed, ex
and Effectiven
nothing else h
not been appli

Basis for Con

1. Delayed P

Review of the
of the audit on
Thiba dam ang
However, the
irrigation cana

i. The corn

f the previous year, issues were raised under the Report on Lawfulness
ess in Use of Public Resources and Other Matter sections of the report.
Management has indicated that all the issues have been resolved under
llow up of auditor's recommendation section of the financial statements,
mained unresolved as at 30 June, 2022.

N\ LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC

)y Article 229(6) of the Constitution, based on the audit procedures
cept for the matters described in the Basis for Conclusion on Lawfulness
ess in the Use of Public Resources section of my report, | confirm that,
as come to my attention to cause me to believe that public resources have
ed lawfully and in an effective way.

clusion
roject Completion

project's documents and physical verification revealed that as of the time
12 October, 2022 the progress for the construction of the Mwea Irrigation
1 appurtenant structures were complete and handed over to the Authority.
construction of Phase Il of the project comprising construction of the
s has had little progress as follows:

1struction work in Phase Il is divided into two contracts. Lot 1 contract No.

NIA/T/O
awarde

7/2020/2021 for construction and civil works of the irrigation facilities, was
to a firm at a contract sum of Kshs.851,961,000. The construction

commenced on 22 March, 2021 with a completion date of 22 July, 2022 as per
the contract agreement which was revised to 1 February, 2023. Further, according
to the progress report of July, 2022, the project was behind schedule at 25.9%
completion level against 16 (sixteen) months or 73% of the time elapsed, indicating
that the|project may not be completed before the end of the contract period.

Lot 2, under contract No. NIA/T/088/2020/2021 which involves civil works of
drainagge facilities and other works, was awarded to a firm for a contract sum of
Kshs.648,789,983. The works commenced on 22 March, 2021 and were, expected
to be completed by 22 July, 2022. However, a review of the project status report
and physical verification in October, 2022, revealed that the project was at 30 %
completion level. No evidence was provided of the contract extension, yet the
contract period had lapsed. Although, the Management attributed the delay to slow
payment processing by the Authority and the Ministry of Water, Sanitation and

Report of the Auditor-General on Mwea Irrigation Development Project (Loan No. KE-P27) for the year ended
30 June, 2022 - National Irrigation Authority

3



Irrigation, the Project is at risk of incurring penalties of the Central Bank’s prevailing
market rate of interest plus 3% for any delayed payments.

In the circumstance, delayed completion of the canal works may lead to cost overruns,
delay of expected benefits to the public and the value for money on avoidable penalties.

2. Avoidable Interest on Delayed Payments

The statements of receipts and payments and as disclosed in Note 8 to the financial
statements reflect acquisition of non-financial assets payments controlled by the entity of
Kshs.111,941,293. Included in the balance is Kshs.34,947,773 relating to interest
charged, which arose from delayed payments to a firm engaged for the construction of
Thiba dam. The interest charged were occasioned by failure to pay the contractors within
28 days after raising the Interim Payment Certificates (IPC) and concurrence to pay as
indicated in the contract agreement. Although the Management attributed the delay in
paying the contractor to under-budgeting, the interest charged could have been avoided
and is therefore a wasteful of use of public funds.

In the circumstances, the Public did not obtain value for money on the nugatory interest.

3. Failure to Maintain a Separate Bank Account for the Project

The statement of financial assets reflects cash and cash equivalent of Kshs.12,719,783.
However, as at the time of audit in October, 2022, the Project had not opened the account,
but continued to receive the counterpart funds through the Authority’s development bank
account This is contrary to Regulation 76(1) of the Public Finance Management (National
Government) Regulations, 2015 requires the Project to open a separate bank account for
the purpose of receiving and accounting counterpart funds..

In the circumstances, the Management was in breach of the law.

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 complying, 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 governance were not effective.

Report of the Auditor-General on Mwea Irrigation Development Project (Loan No. KE-P27) for the year ended
30 June, 2022 - National Irrigation Authority
4



Basis for Co

The audit was
require that |
processes an
were operatin
obtained is su

REPORT ON

:

nclusion

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

OTHER LEGAL AND REGULATORY REQUIREMENTS

As required by Loan Agreement No. KE-P27 between the Japan International Corporation

Agency (JICA

| have
knowle

i.
In my
appear

The Pr
and ret

Responsibili

Management
statements in
Basis) and f¢
necessary to
misstatement
of internal co

In preparing
ability to corn
sustainability
Management

Management
Auditor-Gen
2015.

In addition t
statements
activities, fing

n

itrol, risk management and overall governance.

) and the Republic of Kenya, | report based on my audit, that:

obtained all the information and explanations which, to the best of my
dge and belief, were necessary for the purpose of the audit.

opinion, adequate accounting records have been kept by the, so far as

s from the examination of those records; and,

oject’s financial statements are in agreement with the accounting records
urns.

ties of Management and those Charged with Governance

is responsible for the preparation and fair presentation of these financial
accordance with International Public Sector Accounting Standards (Cash

pr maintaining effective internal controls as Management determines is

enable the preparation of financial statements that are free from material
whether due to fraud or error and for its assessment of the effectiveness

the financial statements, Management is responsible for assessing the

tinue to sustain services, disclosing as applicable, matters related to
of services and using the applicable basis of accounting unless
is aware of the intention to terminate the Project or to cease operations.

is also responsible for the submission of the financial statements to the

ral in accordance with the provisions of Section 47 of the Public Audit Act,

the responsibility for the preparation and presentation of the financial

escribed above, Management is also responsible for ensuring that the

ncial 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.

Report of the Au
30 June, 2022 - N

ditor-General on Mwea Irrigation Development Project (Loan No. KE-P27) for the year ended
ational Irrigation Authority
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Those charged with governance are responsible for overseeing the Project’s financial
reporting process, reviewing the effectiveness of how Management monitors compliance
with relevant legislative and regulatory requirements, ensuring that effective processes
and systems are in place to address key roles and responsibilities in relation to
governance and risk management, and ensuring the adequacy and effectiveness of the
control environment.

Auditor-General’s Responsibilities for the Audit

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditor’s report that includes my opinion in accordance with the provisions
of Section 48 of the Public Audit Act, 2015 and submit the audit report in compliance with
Article 229(7) of the Constitution. Reasonable assurance is a high level of assurance, but
is not a guarantee that an audit conducted in accordance with 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 controls in order to give an assurance on the effectiveness
of internal controls, risk management and overall 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 controls would not necessarily disclose all matters in the internal controls that
might be material weaknesses under the ISSAls. A material weakness is a condition in
which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements caused by error or fraud in
amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions.

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

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

Report of the Auditor-General on Mwea Irrigation Development Project (Loan No. KE-P27) for the year ended
30 June, 2022 - National Irrigation Authority
6
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Mwea Irrigation Development Project

Annual Report and Financial Statements for the financial year ended June 30, 2022

8. Statement of Cash flow for the year ended 30 June 2022

2021-2022 2020-2021
Note

11 KSh. KSh.
Receipts for operating activities
Transfer from Government entities 1 200,000,000.00 333,198,287.00
Miscellaneous receipts 4 40,746.00 75,588.00
Payments for operating activities
Compensation of Employee 5 -906,915.00 -860,533.00
Purchase of goods and services 6 -158,285,899.00 -271,758,962.00
Other grants and transfers 10 -138,859.00 -1,878,563.00
Adjustments during the year
Net cash flow from operating activities 40,709,073.00 58,775,817.00
CASHFLOW FROM INVESTING ACTIVITIES
Acquisition of Assets 8 -1,670,246,669.00 -1,291,884,372.00
Net cash flows from Investing Activities -1,670,246,669.00 -1,291,884,372.00
CASHFLOW FROM BORROWING ACTIVITIES
Loan from External Development partners 3 1,639,898,213.00 1,223,851,530.00
Net cash flow from financing activities 1,639,898,213.00 1,223,851,530.00
NET INCREASE IN CASH AND CASH EQUIVALENT 10,360,617.00 -9,257,025.00
Cash and cash equivalent at beginning of the year 14 2,359,166.00 11,616,191.00
Cash and cash equivalent at end of the year 11 12,719,783.00 2,359,166.00

The accounting policies and explanatory notes to these financial statements form an integral part
of the financial statements. The entity financial statements were approved on _Zoloa [2033 and

signed by:

ARAS

Chief Executive Officer
Date  2\o |3-095 .

0

Pro'ject Maﬁafer
Date 39\oa 2092

/—3
ﬁ' ec%Accountant

Date 279 oq' 203
ICPAK Member No:

15039
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Mwea Irrigation Development Project
Annual Report and Financial Statements for the financial year ended June 30, 2022

10. Significant Accounting Policies

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

10.1. Statement of compliance and basis of preparation

The financial statements have been prepared in accordance with Cash-basis IPSAS
financial reporting under the cash basis of Accounting, as prescribed by the PSASB and set
out in the accounting policy note below. This cash basis of accounting has been
supplemented with accounting for; a) receivables that include imprest 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.
10.2. Reporting Entity

The financial statements are for Mwea Irrigation Development Project under National
Irrigation Authority. 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.

10.4 Recognition of receipts

i) The Project recognises all receipts from the various sources when the event occurs and
the related cash has actually been received by National Irrigation Authority.
ii) Transfers from the Exchequer
Transfer from Exchequer is recognized in the books of accounts when cash is received.
Cash is considered as received when payment instruction is issued to the bank and notified
to the receiving entity.

iii) External Assistance
External assistance is received through grants and loans from multilateral and bilateral
development partners.
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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
(ransaction 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.

10.6 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.

10.7 Cash and cash equivalents

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

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

10.8 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.
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10.9 Imprests and Advances

For the [purposes of these financial statements, imprest and advances to authorized
public gfficers 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 ac¢ounted 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.

nt Liabilities
it liability is:

10.10 Continge
A continger

10.11 Contingen

a) A possible obligation that arises from past events and whose existence will be
confirmed only by the occurrence or non-occurrence of one or more uncertain future
events not wholly within the control of the entity; or

b) A prese¢nt obligation that arises from past events but is not recognised because:

i) It

s not probable that an outflow of resources embodying economic benefits or

service potential will be required to settle the obligation; or

i) Th

Some of
indemnities
The Entity
contingenci
resources €
Section 8
payments 1
as a result
write-offs o

N.B There
Project.

National In
a possible

contingent liabilities may arise from:

e amount of the obligation cannot be measured with sufficient reliability.

litigation in progress, guarantees,
. Letters of comfort/ support, insurance, Public Private Partnerships,
does not recognize a contingent liability but discloses details of any

es in the notes to the financial statements unless the possibility of an outflow of
mbodying economic benefits or service potential is remote.

D (2) (i) of the PFM Act requires the National Government to report on the
nade, or losses incurred, by the county government to meet contingent liabilities
of loans during the financial year, including payments made in respect of loan

r waiver of interest on loans

were no contingent liabilities in regards to Mwea Irrigation Development

t Assets

rigation Authority does not recognize a contingent asset, but discloses details of
asset whose existence is contingent on the occurrence or non-occurrence of one

certain future events not wholly within the control of the Entity in the notes to

or more un
the finandial statements. Contingent assets are assessed continually to ensure that
developments are appropriately reflected in the financial statements. If it has become

virtually cq
asset’s val
the financi

ertain that an inflow of economic benefits or service potential will arise and the
ne can be measured reliably, the asset and the related revenue are recognized in
al statements of the period in which the change occurs.
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10.12 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.

10.13 Budget

The budget is developed on a comparable accounting basis (cash basis), the same accounts
classification basis (except for accounts receivable - outstanding imprest and clearance
accounts and accounts payable - deposits, which are accounted for on an accrual basis), and
for the same period as the financial statements. The Project’s budget was approved as
required by Law and National Treasury Regulations, as well as by the participating
development partners, as detailed in the Government of Kenya Budget Printed Estimates
for the year. The Development Projects are budgeted for under the MDAs but receive
budgeted funds as transfers and account for them separately. These transfers are recognized
as inter-entity transfers and are eliminated upon consolidation.

A high-level assessment of the Project’s actual performance against the comparable budget
for the financial year/period under review has been included in an annex 14 to these
financial statements.

10.14 Third party payments

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

During the year Kshs. 1,639,898,213.00 being loan disbursements were received in form of
direct payments from third parties.

10
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Significant Accounting Policies (Continued)
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11. Notes to The Financial Statements

1. Transfers from Government Entities

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

Cumulative

| Description 2021/2022 | 2020/2021
KSh. KSh. fo-Clatediom
inception)
Cumulative Balange B/E 3.806.645.526.00
Counterpart funding through
Ministry
Ministry of Water, Irrigation &
Sanitation
Quarter 1- 20/08/21 50,000,000.00 50,000,000.00
Quarter 2- 27/10/21 50,000,000.00
Quarter 3 — 28/02/22 100,000,000.00
Quarter 4 150,000,000.00
Transfe.r from National Irrigation 133.198.287.00
Authority
Total 200,000,000.00 333,198,287.00 4006,645,526.00

2. Proceeds from Domestic And Foreign Grants

During the financial period to 30 June 2022, there were no proceeds from domestic and foreign

grants

L2
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Notes to the Financial Statements (Continued)

3. Loan from Ex
During the financ

partners in form of

ternal Development Partners
al period to 30 June 2022, we received funding from development

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

Date recdived | Amount in loan | Loans Loans received | Total amount in Ksh
currency received | as direct
in cash payment*
Ksh Ksh FY21/22 FY20/21

JICA 30409-20 94.312.610.20
30409-20 228,119,378.40
16410-20 97,808,969.25
16410-20 153,091,540.75
16¢10-20 117,412,308.80
25:10-20 12,868,185.95
25¢10-20 7,138,289.25
25¢10-20 12,891,424.80
25+10-20 8,251,282.60
25+01-21 10,869,266.10
25+01-21 14,353,530.55
25+01-21 15,012,580.15
25+01-21 18,263,933.85
10-03-21 82,910,343.05
18-03-21 79,608,242.80
1§-05-21 88,819,930.80
28-05-21 96,647,404.35
30-06-21 85,472,307.80
30-07-21 120,612,351.45 99,679,629.30 99,679,629.30 -
22-10-21 70,351,157.21 58,141,452.24 58,141,452.24 =
26-10-21 21,126,500.01 17,459,917.36 17,459,917.36 =
29-10-21 112,000.00 92,561.98 92,561.98 -
29-10-21 12,484,113.00 10,317,448.76 10,317,448.76 -
05-11-21 186,353,040.30 154,010,777.11 154,010,777.11 =
26-11-21 183,458,016.66 151,618,195.59 151,618,195.59 =
20-12-21 226,926,946.24 187,542,930.78 187,542,930.78 -
25-01-22 99,939,971.10 82,595,017.44 82,595,017.44 -
18-02-22 205,707,408.84 170,006,123.01 170,006,123.01 -
18-02-22 190,244,642.32 157,226,977.12 157,226,977.12 -
1p-04-22 49,213,590.11 40,672,388.52 40,672,388.52 =
1[7-06-22 27,123,549.99 22,416,157.02 22,416,157.02 -
177-06-22 12,386,050.00 10,236,404.96 10,236,404.96 -
1[7-06-22 25.,495,120.00 21,070,347.11 21,070,347.11 -
1{7-06-22 13,559,342.84 11,206,068.46 11,206,068.46 i
1{7-06-22 191,478,956.04 158,247,071.11 158,247,071.11 g
24-06-22 185,908,161.07 153,643,108.32 153,643,108.32 -
24-06-22 161,795,921.10 133,715,637.27 133,715,637.27 -

Total 1,984,276,838.29 1,639,898,213 1,639,898,213 1,223,851,530
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Mwea Irrigation D
Annual Report ang

evelopment Project
| Financial Statements for the financial year ended June 30, 2022

Notes To The Fin

ncial Statements (Continued)

10. Transfers to Other Government Entities

There Were No| Transiers To Other Government bEntities.

10. Other Grants, Transfers and Payments
Cumulative
2021/2022 2020/2021 to-date
Payments made | Payments
by the Entity in | made by | Total
Cash third parties | Payments
KSh. KSh. KSh. KSh. KSh.
Bank Chargges 138,859.00 - 138,859.00 | 1,878,563.00 | 3,261,806.00
Total 138,859.00 - 138,859.00 | 1,878,563.00 | 3,261,806.00
11. Cash and C%sh Equivalents
Description 2021/22 2020/21
KSh. KSh.
Bank account, NCBA A/C NO.1000584588 5,308,412.00 2,359,166.00
Bank Account — NIA Bank account 7,411,371.00
Total 12,719,783.00 2,359,166.00
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Mwea Irrigation Development Project
Annual Report and Financial Statements for the financial year ended June 30, 2022

Notes To The Financial Statements (Continued)

11.A. Bank Accounts

Project Bank Accounts

2021/22 2020/21
KSh. KSh.
_Local Currency Accounts |
NCBA BANK A/C NO.1000584588 5,308,412.00 2,359,166.00

NIA Bank account A/C NO.01136128012900 7,411,371.00 -
Total local currency balances 12,719,783.00 2,359,166.00

Total bank account balances 12,719,783.00 2,359,166.00

The GoK share of the project is received and managed together with other budgeted
organizational funds within NIA’S Bank accounts. From the sum received of
Kshs200,000,000.00 received for the project within the year ,there was a balance of
Kshs.7,411,371.00 by 30/06/22 in Nia bank accounts and Kshs. 5,308,412.00 in MIDP
project bank account.

Special Deposit Accounts
The project does not have a Special Deposit Account.
11.B. Cash In Hand

The project does not operate Cash account, hence no cash certificate.

11 C Cash Equivalents (Short-Term Deposits)

There were no short term deposits
12. Accounts Receivables
There were no accounts receivable in the financial year 2021/22

13. Deposits And Retention Monies

18



Mwea Irrigatipn Development Project

Annual Report and Financial Statements for the financial year ended June 30, 2022

Description 2021-2022 2020-2021
Kshs. Kshs.

Retention - -
Deposits - -
Total - -

14. Fund BFlance Brought Forward

Description| 20212022 | 2020-2021

KSh. KSh.

Bank accounts 2,359,166.00 | 11,616,191.00

Total 2,359,166.00 | 11,616,191.00

15. Prior Year Adjustment

There were no prior year adjustments
16. Changes|In Receivable

Description of the error 2021-2022 | 2020-2021

KShs KShs

Opening Receivables as at 1% July 2020 -

Closing account receivables as at 30" June 2021 -

Change in Receivables -

17. Changes In Accounts Payable

Description of the error 2021-2022 2020-2021

Deposit andl Retentions as at 1 July 2020

Closing ac¢ounts payables as at 30" June 2021

Change in payables

19




Mwea Irrigation Development Project
Annual Report and Financial Statements for the financial year ended June 30, 2022

12. Other Important Disclosures

1. Pending Accounts Payables (See Annex 3a)

Balance b/f Additions for | Paid during the Balance c/f
FY 2021/2022 the period year FY 2021/2022
Description KSh. KSh. KSh. KSh.
Construction of civil
works.
99,679,629.00 | 587,344,677.00 | 99,679,629.00 587,344,677.00
Land compensation 10,816,240.00 - 3,684,880.00 7,131,360.00
Supply of goods &
services 60,522,490.00 | 207,687,097,00 | 60,522,490.00 207,687,097.00
Total 171,018,359.00 | 795,031,774.00 | 163,886,999.00 | 802,163,134.00
2.  Pending Staff Payable
There was no pending staff payables.
3. Other Pending Payables (See Annex 3¢)
Balance b/f Additions for | Paid during the Balance c/f
FY 2020/2021 the period year FY 2021/2022
Description KSh. KSh. KSh. KSh.
Amounts due to third 198,297,484 | 156,027,905.00 - 354,325,389.00
parties
Total 198,297,484 | 156,027,905.00 - 354,325,389.00
4. External Assistance
FY 2021/2022 FY 2020/2021
Description Kshs Kshs
External assistance received as loans
from JICA 1,639,898,213.00 1,223,851,530.00
Total 1,639,898,213.00 1,223,851,530.00
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Mwea Irrigati

on Development Project

Annual Repont and Financial Statements for the financial year ended June 30, 2022

a. External as

sistance relating loans and grants

FY 2021/2022

FY 2020/2021

Description

from JICA

External assistance received as loan

1,639,898,213.00

1,223,851,530.00

Total

1,639,898,213.00

1,223,851,530.00

b. Undrawn external assistance

Purpose for which the | FY 2021/2022 FY 2020/2021
undrawn external assistance
may be used for
Description
Undrawn | external | Payment of irrigation civil
assistance {Loans works associated consultancy. 2,290,000,000.00 3,929,900,000,00
Total 2,290,000,000.00 3,929,900,000,00
c. Classes of providers of external assistance
FY 2021/2022 FY 2020/2021
Descriptiorr
Bilateral donor — Jica 1,639,898,213.00 1,223,851,530.00
Fund

d. Non-monetary external assistance

During this

21

financial year, there was no non-monetary external assistance.




Mwea Irrigation Development Project

Annual Report and Financial Statements for the financial year ended June 30, 2022

e. Purpose and use of external assistance

Payment made by third parties FY 2021/2022 FY 2020/2021
Use of goods and services- Consultancy 81,592,837.00 99,648,494.00
services

Acquisition of assets — Irrigation civil works. 1,558,305,376.00 1,124,203,036.00
Total 1,639,898,213.00 1,223,851,530.00

f. External Assistance paid by third parties on behalf of the entity by source

Payment made by third parties FY 20212022 FY 2020/2021
Bilateral donors- Government of 1,639,898,213.00 | 1,223,851,530.00
Japan

Total 1,639,898,213.00 | 1,223,851,530.00
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Mwea Irrigation Development Project

Annual Repoi

vt and Financial Statements for the financial year ended June 30, 2022

13. Progress

pn follow up of Prior Year Auditor’s Recommendations

The following is the summary of issues raised by the external auditor, and management
comments that were provided to the auditor. We have nominated focal persons to resolve
the various ispues as shown below with the associated period within which we expect the

issues to be rgsolved.
Focal  Point Status: Timeframe:
Reference Issue / person to ) (Put a date
No. on the | Observatio resolve the (,ReSOhf?d when  yon
Management comments |, £ Not :
external ns from issue  (Name Resolved) expect  the
audit Report | Auditor and issue to be
- designation) | resolved)
1. Other Budgetary The under expenditure had | Eng. Stephen Resolved
matter control and | arisen due to termination Mutinda
performance | of initial contractor Project
working on irrigation area | manager
but another contractor has
been engaged to complete
B the assignment |
2. Other Delayed During the inception stage, | Eng. Stephen Resolved

matter implementat

go
irr

t1ive officer

ipn of works
for existing

mmunity
igation

gchemes

there was a consultation
with the community and
requested for the
rehabilitation of the 3No.
Schemes. The works are
currently ongoing in
Rukenya Scheme and the
contractor was given
access to Kimbithe
[rrigation Scheme.

N.B: Thege|were no key audit matters raised by external auditors

Project Manag’er

Date

Mutinda
Project
manager

—

;roj ec(Accountant

Date

ICPAK Member No: 15039
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July 19, 2022
NATIONAL IRRIGATION AUTHORITY-
P.O. BOX 30372-p0100

NAIROB!.
Dear Sir/Madam

RE: AUDIT CONFIRMATION FOR NATIONAL IRRIGATION AUTHORITY -

We refer fo your|correspondence requesting us to furnish you with Information regarding our
0 mufual client’s stpte of afiaqirs.

in response we wisi o confirm the account and its respective balance witr: us, as at close of
business on 30t JLne 2022 to-have been as follows:

Account Account Nams - Curr Account Balance }
Number . |
1000584588 NATIONAL IRRIGATION AUTHORITY KES 5,308.412.51 CR i
1004150167 NIA - KENYA WATER SECURITY AND KES 37.921,669.20 CR |

Deposits Held:

| REF | | PRINCIPAI (KES) | START/ROLLOVER |RATE % | GROSS INTEREST |
. ! DATE AS AT 30.06 2022 !
| ' : . ;

| AA22124PODRB | | 2.034,924.34 1-May-22 .15 T 919897

We also wish to give a nil report on all other aspects of your questionnaire. We trust tnat this
rncels your requirgments.

Yours faithfully, -
B | .
e | | Lboon
Authorized signatpry L Aumorizeq signatory
Joy Ringera v omwn R R _ Elizabeth Muraguri
. .2 AT ’ ) pel
i TR\ V] g . "NCBA Centre
i 3 UL e : ~ Hi
i [T : Mara and Ragati Road, Upper Hill
i e i P. 0. Box 44599-00100, Nairobi, Kenya
| TR T I o ' Tel: +254 20 2884444
"\ » ) Hox MW - T Mobile: +254 711 056444/+254 732 156444
\ e L e Email: contact@ncbagroup.com

www.ncbagroup.com

MCBA Bank Kenyo PLC is a subsidiary of NCBA Group PLC. NCBA Bank Kenyo PLC Is reguloted by the Central Bank of Kenya




NATIONJAL IRRIGATION AUTHORITY

BANK RECONCILIATION STATEMENT FOR THE MONTH OF JUNE 2022

NIC BANK -NIC HOUSE

A/C 100p584588

CASHBOOK SUMMARY

Balance [as per cashbook b/f 5,366,056.06

Add receipts for the month 11,359.60
5,377,415.66

Less payments for the month (69,003.15)

Cashboagk balance c/f 5,308,412.51

BANK RECONCILIATION STATEMENT

Balance as per bank statement 5,308,412.51

Less

Unpresented cheques

Balance as per cashbook 5,308,412.51

Prepared by.\

~

. udfpgg(b(% 22,

) DIc ez
Approved byM)Date‘%/[/Aé' 7 s e
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% NCBA

31012022

31012022

28022022
28022022

28022022

31032022
31032022

31032022

28042022
28042022

78042022

18052022

_—

15062022

15062022

Crd
031

Cre

Cre
031

INT!
NT

Cre
031

dit Interest AAACT22
V57HCQY?2

dit from Arrangement

it interest AAACT22
V5THCQY2

FREST REPAYME

it Interest AAACT22
57HCR16

Withholding Tax

Credit Interest AAACT22
05940G7Z2NV

Credit from Arrangement

Credif Interest AAACT22
05940G7Z2NV

INTEREST REPAYME

NT

Credit Interast AAACT22
0594072231

witiiholding Tax

Credit lnterest AAACT22
090SXPX9DSK

Credit ffom Arrangement

Credit Iterest AAACT22
090SXAXIDSK

INTEREST REPAYME

NT

Credit Interest AAACT22
090SXPKIDWT

Credit frgm Arrangement

Credit Iiferest AAACTZZ
118S01KWCSS

Withholding Tax

Credit Interest AAACT22
118501KWC9S

INTERES[T REPAYME

NT

Credit Intarest AAACT22
118S01KWCIX

Inward Telpx Payment

NATIONAL IRRIGATIO
N AUTHORITY NIA /RF
B/TRANSHER TO OWN
ACCOUNT FT22137J7

NWs

With

holding Tax

Credit Intergst AAACT22
16634FWC4D0

Credit from Arrangement

Credit Interdst AAMACT22
16634FWC4D0

01022022

31012022

28022022

01032022

- 28022022

31032022

01042022

31032022

29042022

30042022

30042022

18052022

31052022

01062022

2.973.90
2,527.85
402.90

2,686.10
2,283.20
446.05

2,973.90
2,527.85

2,877.95
431.65
2,446.30

3,047,358.80
709.05 -

4,727.15

2,321,225.11

2,318,697.26

2,318,294.36

2,320,980.46

2,318,697.26

2,318,251.21

2,321,225.11

2,318,697.26

2,321,575.21

2,321,143.56

2,318,697.26

5,366,056.06

5,365,347.01

5,370,074.16

1 July 2022
12:58:16

\
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i NCBA

130062022

30062022
30062022

30062022
30062022

Payments In
Payments Out
Available Balance

Closing Balance

Internal Transfer FT221
B17VZ6N .

962.C0.095145 L.C CHA
RGES CLAIMED

Withholding Tax

Credit Interest AAACT22
181CX0QZWLN

Credit from Arrangement

Credit Interest AAACT22
181CX0QZWLN

INTEREST REPAYME
NT

Credit Interest AAACT22
181CX0QZWFPR

INTEREST REPAYME

Credit Interest AAACT22
181CX0QZWPR

30062022

30062022

01072022

30062022

30062022

61.66165 .
994.85
1,619.50
401810 -

3,088,105.25
138,858.95
5,308,412.51

5,308,412.51

6,632.45

1 July 2022
12:58:16
5,308,412.51
51’;
5,307,417.66 ~
/%,16
( -
. 1% i 7
5,314,050.11 ./F‘S

)
/(25”' - S/{

5,312,430.61 2 6:‘) g
63

5,308,412.51

Page 4 of 4




National Irrigation Board
©0.Box 30372 00100 Nairobi City

\A/ﬁ National Tel .- +2547 11061000
G Irrigation tmail- hr@irrigation.qo.ke

Authori
N,\.M\‘ uthortly Website: www.nib.co.ke
CASH BOOK 03/06/2022
Page1
NIA\TNZAKA
BANKO026NIC BANK JICA
Period: 06/01/22..06/30/22
; GL
Posting Account
Date Cheque No. Document No. Description No Debit Amount Credit Amount
Curr Bank Balance
Opening Bal 5,366,056.08
06/15/22 INTEREST JUNE 2022  Journalization of interest earne 42010 4,727 15 5,370,782.23
06/30/22 INTEREST JUNE 2022  Journalization of interest earne 42010 6,632.45 5,377,413 .68
06/30/22 INTEREST JUNE 2022  Transfer of interest earned by BANK005 5,637.60 5,371,778.08
-2 NCBA ac to NCBA call ac 5 .
06/30/22 BANK CHARG PV_115720 NCBA Bank 63,365.55 5,308,412.53

NIC BANK JICA 11,359.60 69,003.15

Closing Bal




