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I
DEFINITION OF TERMS

2

3

4

Unqualifred opinion: This refers to a clean opiruon which is the most desirable in

whictr ttre auditor states that the hnancial condition, position, and operatiors of an

organization are fairly presented in the financial statements in accordance with

Generally Accepted Accounting Principles (GAAP)'

Qualified opioion, This is an opinion expressed by the auditor if the financial

statements appear to contain a smalI deviation from Generally Accepted Accounting

Principles (GAAP) but are otherwise fairly. presented' It is also'rendered if the

manatement of the orga-nization limits the scope of audit procedures'

Adve-rse opinion: This refers to an opinion issued when there are material

exceptions to Generally Accepted Accouhting Principles (GAAP) that atfect the

financial statements as a whole and the auditor indicates that the financial statements

are not presented fairly.

Disclaimer: This is an opinion given by the auditor when there is a sigrrificant

limitationiltheaccesstoauditinforrnationanddocumentation'andinadequate
cooperation by the organizational management in the audit process'

Non-Retenre Water: Non-Revenue Water refers to the difference between the

amount cf water put into the distribution system amd the amount of water

billed/unbilted as authorized consumption. It is usually attributed to by physical'

losses such as leakages, bursts, and overflows through the existing old and

dilapidated water supply network, and commercia[ losses due to metering anomalies

and illegal connections.

Going Concern: This is an accounting principle used for a company that is

frnancially stable enough to meet its obligations and continue its business for the

foreseeable future.

Accountability - This refers to the assurance that an individual or a group will be

held responsible for their actions or inactions'

5

6

7
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I PREFACE

Hon, Speaker,

Parliamentary Committees are a creation of the Constitution through Articte 124(1) of

the Constitution which empowers each House of Parliament to establish Committees

and make Standing orders (So) for the orderly conduct of its proceedings, including

the proceedings of its committees. The Select committee on county Public

Investrnents and Special Fwrds is established pursuant to standing order No. 194 ofthe

Senate Standing Orders and is mandated to-

a) Pursuant to erticle 96(3) ofthe constitution, to exercise oversight over national

revenue allocated to the county governments; and

b) examine the reports and accounts of county public investrnents; and

c) examine the reports, if any, of the Auditor-General on the county public

investrnents; and

d) To exercise oversight over county public investments.
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ICOMMITTEE MEMBERSHIP

Hon. Speaker,
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4, . Sen, Paul Karungo Thangwa" MP ... .

5. Sen. Miraj Abdillahi AMulrahman,.MP
6. Sen. Eddy Gicheru.Oketch,-MP

7. Sen. Hamida Kibwana. Ali, Ivf.
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COMMITTEE SECRETARIAT
I . IVr. Yussuf Slfmoy
2. Mr. David Angwenyi
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4. Mr. Godfrey Nyaga

5. Mr. Kennedy Owuoth
6. Mr. Andrew Nyairo
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- Legal counsel
- Legal counsel

- Research Officer
- Research Officer III
- Research Officer III
- Research Officer III
- Media Relations offrcer.

- Audio officer
- Procurement officer
- Media Relations Officer.
- Serjent-at-arms
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I
ESTABLISHMENT OF THE COMMITTEE

HT.:.,llliil: was first constituted on 196 october' 20?2 pursuant to Standing order

No. r94 of the senate ,,-ur", or*. tt" c"*r, public Investments and special

Funds Committee (CPISFC)'i'""in n"" the broad Colnty Public Accounts and

Investments Comminee (cpef c] in 

"n" 

ii* 
""ot"nt 

for the purpose of clearing audit

backlog and to consider t*;;il;;;utit ar"* whi.ch had not been subjected to

Parliamentary scrutiny since ti-re inception of devolution in the year 2013'

Hon. SPeaker,

The County Public lnvestrnents and Special Funds Committee is one of the financial

audit committees tt ro,rgt *t iii *'" ,"'*" *o"r the provisions of Article 96(3) of the

Constitution conducts ex-post scrutiny on Public Investnents and Special Funds in

Counties.
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EXECUTIVE SUMMARY IIn the execution of its mandate,.dle Committee relied on the reports of the Auditor-Gereral on audited Accounts of the water companies for the Financiar year 2020/2.02r(l't July, 2020 to 3,rh June, 2021) as the primary documents for the investigations. Thecommittee invited the. Govenl.rs as the chief Executive officers of their respectivecounty Govemments pusuant to Article 179(4) as witnesses to respond to the auditqueries raised in the reports under consideration.
The committee received both written and orar evidences from the Govemors inresponse to the various audit queries raised by the Auditor-cen..^r i" ,rr" .ffi 

"ra",consideration on various dates. The cgmmittee considered and concruded its inquiryonto the reports of the Auditor-Gencrar on the Financial ,perations of the watercompanies for the Financiai yeu 20?_0/2021-
This report docurnents the observations and recommendations of the committee oneach audit query as raised by the Auditor-General.

Trm PREFACE DETATLS the place of committees in the constitution, committeeestablishment and mandate, Committee membership and formation, the niche of theCommiftee in the Senate, the executive summary, key observations andrecommendations and acknowledgement.

CHA-PTER ONE is a record of the audit queries raised in the report of the Auditor_General for Busia Water and Sewerage Company Limited for the Financial year
2020121 and observations and recomrnendations of the committee on each audit query.
CHAPTER TWO is a record of the audit queries raised in the rcport of the Auditor-General for Iten-Tambach Water and Sewerage Company Limited for the FinancialYear 2020/2r and observations and recommendatiorrs of the committee on each auditquery.

.HAPTER THREE is a record of the audit queries raised in the report of the Auditor-General for Kirinyaga water and sanitation company Limiteo ror the Financiar year
2020121 and observations and recommendations of the Committee on each audit query.

CHAPTER FOUR is a record of the audit queries raised in the report of the Auditor-General for Marindi water and Sewerage company Limited for the Financial year
2020/2r and observations and recommendations of the committee on each audit guery.
CHAPTER FIVE is a record of the audit queries raised in the report of the Auditor-General for Mandera water and Sewerage company Limited for the Financiar year
2020/21 and observaticns and recommendations of the Committec on each audit query.
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I
cHAprER sIX is a record of the audit queries raised in the report of the Auditor-

General for Migori water ;;;;;"rtompany r,imited for rhe Financiar year

2020/21 and observations una'L"-orn"naution' of th" Corn*ittee on each audit query'

CHAPTER SEVEN is a record of the audit queries raised in the report of the Auditor-

General forMomut'" wut"' uiJil;; bo*p*v Limited for *" t]"*:l:'--Y

ffi;i ;a;;t"*"tio"' *aLlot,n"nautio* oithe committee on each audit query'

.HA*TER EIGHT is a record of the audit queries raised in the report of the Auditor-

General for Nanyuki *","' "'i*Jr"ri"" 
i".p*, r- imited for the Financiar Year

2020/21 and observations *J'*"'^rn*O"iors of ttre Committee on each audit query'

I of the audit queries raised in the report of the Auditor-

:Ly,;i?Iffii};,J:"fil;;;;;; companv t'imiteJ ror the Financiar Year

2020/21 and observations ^a't"*rnrn"nautons 
of the Committee on each audit query'
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IGENERAL OBSERVATIONS
I . Non,.Revenue Water (NRW) _ The Committee observed that majority of Water

Companies had very high levels of Non-Revenue Water, way above the
recommended sector benchmark of 25% as prescribed by the Water ServicesRegulatory Board (WASREB). This was mosrly anributed to dilapidated
infrastructure (physical losses) and inaccurate meter reading 

"rd 
bliil;,;;;

illegal connections (commercial Iosses). some companies such as Busia water
and Sewerage Company Limited and Kirinyaga Waier and Sanitation Company
Limited had levels of Non-Revenue Water as h igh as 67%" and..60% respectively
in the Financial year 2020/21.

2. Bookkeeping, preparation & Accuracy of the Financiar statements - TheCommittee observed that there were inaccuracies and errors in regards to thepreparation and presentation of financial statements in armost aI water
Companies. FWher, the Accountants,and the Managing Directors faced
challenges in submitting supporting documents to the auditors on time contrary
to Section 62 of the public Audit Act, Cap.412B making the accountability andaudit pr.ocess difficrrlt. The clelays in preparation of completc fmancial
statements indicating lack ofrequisite competencies and experiences in the water
companies.

3. compliance to Reporting standards and Accuracy of the Financiar
Statements - The committee observed that Accountants experienced cha,engesin adapting to the Intemational pubric sector Accounting standards (rps;s)
reporting framework in preparation of financial statements. Additionally, theCommittee observed that the public Sector Accounting Standards Board(PSASB) reviews the IpSAS periodically to take into account emerging issues
and conform to best accounting practices. The committee fbund that some water
companies experienced challenges in the application of these standards wh,e
preparing financial statements as evidenced by the audit queries.

4. Ethnic Inclusivity - The Committee observed that many water companies were
non-compliant with section 7 (l) and (2) of the National Cohesion andIntegration Act, Cap.7N which provides, ,.a pubtic ofiices shall seek to
represent the diversity of the people of Kcnya in employment oJ.sratand that nopublic institution shall have more than one third ;f i;s esrablishment from the
same ethnic community,' and Section 65(l) (e) of County Governments Act,
Cap.265 which provides, ,,The need to ensure that at least 30t))% of the vacant
posts ar e,ttry level areflled by candiclates who are notfrom the dominant ethnic
community in the County,'. Some companies such as lten-Tambach Water and
Sewerage Company Limited had all 49 (lOO%) of their sraff originating from the
dominant ethnic community.
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I
5. Material Uncertainty in Relation to Going Concern - The Committee

observed that quite a number of water companies reported negative working

capital during the period under review. Therefore, the companies were unable to

meet their short-term financial obligations as they fell due and relied on financial

support from the County Executive or development partners raising concems on

their sustainabilitY.

6. Non-remittance of statutory deductions - The Committee observed that

various water companies had continuously failed to remit statutory deductions

to various institutions such as Kenya Revenue Authority, National Health

Insurance Fund, National Social Security Fund, and pension schemes which is a

violation of the law especially the Retirement Benefib Act, Cap 197' the

Pensions Act, Cap.189 and the Income Tax Act, Cap'410 which led to continued

accrual of interest and Penalties
7. Budgetary Control and Performance - The Committee observed that a

number of water companies had weaknesses in executing their budgets and did

not adhere to the approved budget ceitings set for programs' Water Companies

either over-utilized or under-utilized the appropriated funds ln some instances'

firnds were re-allocated to items that were not budgeted for and without prior

approval by the Board of Directors ln addition, water companies experienced

high revenue shortfalls and unrealistic budgets'

8. Non-transfer of assets and tiabilities - The Committee observed that most

watercompanieshadnotfullytransferredallassetsandliabilitiesfromthe
defirnct councils and Regional Water Works Development Agencies as is

required by the Water Act, Cap.372.ln this regard, such water companies did

not reflect their correct financial position within their books of account'

g. Breach of various provisions of the law - The committee observed that there

was non-compliance with the provisions of the Public Finance Management Act'

Cap.4124, Public Audit Act, Public Finance Management (County Govemment)

Regulations, 2015, the Water Act, the Companies Act, Cap'486, the Income Tax

Act,theRetirementBenefitsAct,thePensionsAct,theCountyGovernmentAct'
the Accountants Act, Cap.53 i and Water Service Regulatory Board (WASREB)

guidelines.

l0.Unclearownershipofassets-TheCommitteeobservedthatmostofthewater
companies had disputes with regard to the ownership ofthe assets'

1 l. Lack of an updated fixcd asset register - The Committee observed that water

companies had not updated their asset registers exposing assets of the water

companytoriskof[oss,wasteandmisuse.TheCommitteefurthernotedthatthe
National Treasury issued a cirular no 512020 of 25th February 2020 on the

preparation ofasset registers for entities in County Governments'

l0 lPage



112. Multiple Levies - The. Cpmmittge observed. that County Water Service
Providers wgfe sr.lbj.epte4 to, pultiple wateS sector leyies including-

i. A 4% regulatory levy on billed revenue, paid to thg ,Water Services
Regul4tory Board (WASREB);

ii. Water User Charges.,of Kqhs, 5.. per cubiC gletr€ of water, qonsumed

exclusive.of donalion sofd, paid to Water Resourges Authority (WRe);
iii.. A further 5ol0.of the Water User Charges,as Corservation fees paid to

WRA; and :.
. , ,iv. . Ef{luent.dischar:ge: fee5 w}rich are 807o of Kshs. 0,3 per cubic,metre of

water sold, paid to WRA. 
: j. .;:

. Th.qse levies neg4tively affected .the Water Companies' f,rrrancial ,viabilig thus,
' , putting them a1, r!9!5 pf an !rybili$, to.continuq and operate .as a going concem.

, , ,. , The Committee, firther noted..that these ,levies were. consequeptly lr4gsfened to
. the. consumers through .$e. increment of water prices.
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I
GENERAL RECOMMENDATIONS

'*,:"fi:H::,T::T1?i:i:xl*ing orncers "l:n" ll'1:"^panies 
to put in prace

comprehensive rn"u'u'"'- to mitigate Non-Revenue Water (physicat and

commercial r"t'"O in""rtaitg it" 
"uppti"ution. of Geographical Informatton

System (GIS) fo' t"t"i'lnglti-dme da; in the detection of bursts and Ieakages'

installation or smart #":';il;;;;;" otiti"t' replacement of the dilapidated

inior,."""t una a"'""i'pt"t"i-oi i"'tit"ti"""r 
^Tt[:ilti[:, 1*::fr1

enforcement measures to prevent illegal connecttons

addition, tttt *unug"rn"ni snoutd disctose the proportions of both the physical

and commercial losses in percentage in their reporting

2. The Board and the acco^unting officer to ensure proper record keeptng ano

provide all tttt "ppo'inJlo"uil"no 
to the Auditor-General in accordance with

section 9(l)(e) "f 
tn" p'"uf* e'ait Act' 2015 during the time of audit and adhere

to the Accountantt o"t' iOOg' fti'*e to which the committee shall invoke section

62 of the Public Audit Act' 2015'

3. The Board "f 
Di"";; i; consuttation with the Public sector Accountrng

Standards eou'a "on;"":;il;;t 
capacity building on financial repo(ing

standards for ltnance offtcers in the water companies and the management' to

improve the quality oi 
'"pottiog 

and enhance compliance' The board to ensure

that the accountants haue "q"i'it" 
competency and experience in finanacial

management as is required by the Accountants- Act' 2008' In addition' the

accounting "'n""' 
t"il-,"''*J """"'it-t' 

** the frnanciat reporting template of

the National r '"u'uty-' 
ili' *itt''o"ngtt'"n maintenance of books of accounts'

preparation of fi*n"''t tt""rn""o' "'i tirn"fV submission of the statements and

documents to the Auditor-Ceneral by the water Companieq'

4. The Board *d C"*;;;"rn-"nito make deliberate efforts to progressively

complv with sectionlti)"an"a'i'iJ*" N*"*t tohesion and Integration Act'

zooi and s""tio" os(rl ("1oiL" t""" c:f:H:;["11i1]il"^:il1ffi;
realization of the one third rule on recruitrnent ln

inclusivity lrr "ddi;;the 
Board and th" C:']n; Goverffnents to establish a

diversity poticy witi'?-ait oi*tpfyi'g witl' tf'" law' This will be reviewed

in the subsequent audit Period'

5. The Board, et""*itg'Oincers and the County Goverunents to put in place

strategic and innovativ-e measures for recovery and to boost the financial health

of the water ""*,;;t';;;t[-"'"t^o'tt'' 
Additionallv' thev should review

and regularize *"O'"-ttttt *'o' indt"*tn' the service provider agreements

before transition # t;;;;; councils and have updated'^t'"T':q':t:'::Y'

reflect the 
"ut'"nt 

f'nun"iul position' determine and ascertain their commercial

viability u' t"ou'"d Oi'* Pirblic Sector Accounting Standards Board (PSASB)'
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lThe Board should indicate if the financial support is a conditional grant ordonation in their bqoks ofaccount and it strouta not be a direct transfer from theCounfy.Executive. Further, the County Govemors through the County ExecutiveCommittee member for water should monitor the financial operations of thewater companies pu$uant to section l g4 0f the public Finance Management ect,20t2.
6' The county Governments, the Board and the accounting officers shalr ensuretimerv remittance of stafutory deductions to the rerevant institutions to avoid theaccrual of interest and penalties that will. firrther increase the companies,liabilities. Tlre..acpountfgg offigqr s,heuld compry witrr the provisions of theIncome .Tax Act (Cap. ,470), 1974, the Retirement Benefits Act, 1997, thePensions Act, 1942. The Board should provide u ptun una commitment for therepayment of the outsknding statutory deduciions, failure to which the
_ co4mittee will recommend appropriate enforcement measures to be taken.7. The Board and accounting officers should p."p_"."uiirti" budgets and revenueprojections to prevent, issues of ,".,r"nue ,hontulls which have negativeimplications on the companies. 

.servjce 
delivery..Irr th" pro""r, of preparing thebudger, the board should consider the p...,riou, brd;;t ry allocation and if thecunent budget is to increase, it should b" .easonaf,le. In addition, the boardshould seek the necessary approvar by forwarding rh" uuag"t estimates to theCounty Executive.Comrqittep rnember for water, wlo shall then forward it to theCounty Treasury as required by the law. further, tho water companies shouldautomate their billing systenls.

8. The Council of Govemors should engage the Ministry of Water, Sanitation andIrrigation, the Water Services Regulaiory S"*a (WASREB)I ;;;;ffi;Water Works Development Agencies and the Intei_Governmental RelationsTechnical Committee to settle the matter on the transfer of the assets andliabilities as required by the Water Act, 2016.
9. The Board and accounting officers of the water companies to strictly adhere tothe relevant laws such as the public Finance Management ect, 2012, the public

Audit Act, 2015, the public Finance Munug.i"nt (County Covemment)Regulations, 2015, the Water Act, 2016, the Accor:ntants Act, 200g, theCompanies Act,20l5, the Income Tax Act, 1974, the Employment Act,2007,
the Pension Act, r 942, the Retirement Benefis Act, 1997 and the water ServicesRegulatory Board (W,A,SREB) guidelines, failure to which penalties for non-compliance will be sanctioned.

l0.The Govemors should engage the Inter_Governmental Relations TechnicalCommittee (IGRTC) and the relevant Regional Water Works Development
Agencies to fast-track on the transfer of the assets and liabilitics so that theyre{lect a true position of the companies in their books ofaccounr.
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I
ll.The Board of Directors and the managing director should ensure the water

companies have updated fixed asset registers pusuant to section 136 (l) ofthe
Public Finance Management (County Govemment) Regulations, 201 5 and in the

format prescribed by the National Treasury and submit the same to the Auditor-
General within 60 days from the adoption of this report.

12.The Ministy of Water, Sanitation and Irrigation should review the existing
policies and regulations related to levies of water companies with the aim of
streamlining and harmonizing them.
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ADOPTION OF THE REPORT OF THE SENATE SELECT COMMITTEE ON
COUNTY PUBLIC INVESTMENTS AND SPECIAL FUNDS ON THE
CONSIDERATION OF THE AUDIT REPORTS OF SEVEN COUNTY WATER
SI.],RVICE PROVIDERS FOR THE FINANCIAL YF,AR2O2OI2O2I

NO. WATER COMPANY COUNTY

I

2

BUSIA WATER AND SEWERACE SERVICES COMPANY LIMITED

ITEN-'T'AMBACII WATER AND SEWERAGE COMPANY I,IMITED

BUSIA

ELGEYO.
MARAKWET

3 KIRINYAGA WATER AND SANITAl'ION COMPANY I-IMITED KIRINYAGA

4 MALINDI WATI]R AND SEWERACE COMPANY LIMITED KII,IFI

5

6.

MANDERA WATER AND SEWERAGE COMPANY LIMITED

MTCORI WATER AND SANITATION COMPANY LIMITE,D

MANDERA

MI(;ORI

7 MOMBASA WATER AND SANITATION COMPANY LIMITED MOMBASA

8 NANYUKI \ryATER AND SANITATION COMPANY I,IMTTET) LAIKIPIA

9 NITHI WATER AND SANITA'I'ION COMPANY I,IMITEI) THARAKA
NITHI

We, the undersigncd Members of the Select Committee on County Public Investments

and Spccial Irunds, do hereby append our signatures to adopt this report.

No. Name Signature

I Sen. Godfrey Atieno Osotsi, MP (Chairperson)

2

J

Sen. (Prof.) Tom Odhiambo Ojienda, SC, MP
(Vice-Chairperson)

Sen. William Kipkemoi Kisang, MP

4 Scn. Paul Karungo Thangwa, MI)

I(
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Sen. Miraj Abdillahi Abdulrahman, MP5

Sen Eddy Gicheru Oketch, MP6

Sen. Hamida Kibwana Ali, MP7

8 Sen. Maureen Tabitha Mutinda, MP
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CHAPTERONE

REPORT ON THE AUDITED FINANCIAL STATEMENTS FOR BUSIA

WATER AND sEwERA"" Co'"o*" LIMITED FoR THE FINAIIcIAL

YEAR 2020/2021

The Governor of Busia County' LIon Dr' Paul Nyongesa Otuoma E G'H' appeared

before the Committee on rnu,,auy 8.h June, 2023 to respond (under oath) to audit

queries raised in the Report J tfr" eualtor-Ceneral on Financial Statement for Busia

Water and Sewerage Cornp*y Limited for the Financial Year 20201202'l' He was

accompanied bY-

i. Mr. Arthur odera - Deputy Governor

ii. Ms. Topister Wanyama - CECM Finance

iii. Mr. Erick Nakitari - MD BUWASSCO

;;. Mr' Gypsum WAjala - Chief Officer - Finance

The Busia Water a.td S"*erug" Company Limited is wholly owned by the Busia County

Govemment.

REPORT ON THE FINAI{CIAL STATEMENTS

The Auditor-General rendered a qualilied opinion on the financial statements of Busia

water and Sewerage c"*p""y iitited for tfre period under review on the following

basis-

1. Lack of frxed asset register'

The statement of financial po,ition as at 306 hrrne 2O2l reflects property' plant and

equipment balance of t'tt'' i,-sxjaj which as disclosed in note 12 to the financial

statements includes additions during the year amounting. to kshs 3,371,185. However,

the company did not maintain u n*""a u,,.. register indicating the type and nature of

assets, locations and varues required by reguration 136 0f pubric finance management

(county govemment) regulation 20I5 '

In addition, the asset movement schedule in note 12 to the ftnancial statements includes

land and buildings of undermined value which were owned by the company as at 30s

June 2021 .

In the circumstances the accrrracy and completeness of the property, plant and

equipment balance of kshs t,ii''i' as at 30thlune 2021 could not be confrrmed'

Management ResPonse:

The management agrees with the audit observations. on the lack of Asset Register'

However, it has since developed a template of asset register and availed for audit
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verification. A certified asset register will be developed after valuation has been carried
out by a registered valuer in the next financial year.

Committee Observations

The Committee observed that the query remains unresolved as_

i' The management .failed to provicre an updated fixed asset register during the
audit period.

ii The company's asset movement schedule in note r2 to the financial statements
included land and buildings of undermined value which were owned by the
compauy as at 30th June 2021.

Committee Recommendation

The Committee recommends that-

u

ut,

the Accounting Officer ensures that the company carries out a valuation of
all its assets within 60 days of the adoption of this report;
the Accounting Officer ensures that the company has an updated fixed asset
rcgister as prescribed by the public Sector Accounting standards Board
(PSASB): and
the Auditor-General to undertake physical verification of all assets of the.
water company and provide a status report to the Committee within 60 days .:
from the adoption of this report.

2. Unsupportcd Bank and Cash Balances.
l'he statcment of financial position as at 30 June, 2021 reflects bank and cash balance
of Kshs. 5,914,141. However, bank reconciiiation statemenrs, bank statements, bank
confirmation certificates and cash books were not provided for audit review.

consequently, the validity, accuracy and completeness of the bank and cash balance of
Kshs. 5,914,141 as at 30 June, 2021 could noibe confirmed.

Management Response

The management hereby submits copies of bank reconciliation statements, bank,
statements and certificate ofbank balance for audit verification

Committee Observations

The Committee observed that the query remains unresolved as_

The

state

cash

secti

management failed to provide bank reconciliation statements, bank
ments, bank confirmation certificates and cash books to support a bank and
balance of Kshs. 5,914,141 to the Auditor_General in contravention of

on 9(l)(e) of the public Audit Act, Cap.4t2B.
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lt The management has since availed alt the requested documents except the cash

Committee Recommendations

The Committee recommends that-

i. the management to submit the required Cash Books to the Auditor-General

for verification' .,ni*ti,' iO days oithe adoprion of this report;

ii. the Accounting ofnl"l"'i"ia "nsut" 
tim"ly' submission of documents

during the orai, p.o""l, in'ilil section 9 (r).(e) of the public Audit Act'

failure to which tot C";;;;;r'"rt "*rrlIn"t'a 
for their investigation and

prosecution i' l''";;;;;t"iit'l of the P'ublic Audit Act; and

iii. Director of Public #;;;;t to direct an. investisation into the possible

contravention "f 
th" P:;;;;;iit a"t' c"p'ltzB' bv the Accounting officer

and where it th" Di;; "i"ott" 
Piosecutions' asscssment' criminal

culpability "o"" 
to"'*'i'tt"ttirnilr"r proceedings against the Accounting

books.

O{ficer.

3. Unsupported Expenditure- Administration Costs

The statement of profit una ro" ;;;;;;";totehensive income reflects expenditure

of kshs. 47,772,ss0 o" uan'in;t:u;t-"""'- *'"*t'"r' the amount includes payments

totalingkshs.481,00o *hi"h*";;;;;portedbv'i11":jlil:|;i:;':::',T'l::"1:
,"f*!J ,","' among other expendinue documents anc

reviewed.

In the circumstances, the validity and occurence of the expenditure ofkshs 481'000

could not be confirmed'

Managemcnt ResPonse

The management hereby resubmits the supporting documents for audit veriiication'

Committee Observations

The committee observed that the query remains unresorved as the management failed

to provide payment t"'"n"*'- itl""ites and goods received notes among other

expenditure documents' to ';'i;;;;";t' 
i"t*"* to Kshs 481'000 during the audit

period.

Committee Recommendations

The Committee recommends that-
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i the Accounting oflicer to submit the requested documents to the Auditor-General for verification, within 60 days of the aAoptiori of this report; andii' the Accounting otficer.shourd 
"rrr." ,,-"r, submission of documentsduring the audit process in line with s"ction I 1i; 1c, of tte f uUlic;ffi;;;fa,ure to which the committee sha, .."o--*, for their investigation andprosecution in line with section 62 e) of thepu,ic euait a;;:".=-.* """

Other matters

Prior Year Audit Matters

In the audit report of the previous year, several issues rvere raised under the Rqpgrt onFi,ancial statement, Report on La*furness and Effectiveness in use of pubricResources, and Report on Effectiveness of Intemal a"r,.",., Risk Management andGovemance. However, the issues have not U.". ir.ira.A in Appendix l, follow up onprior audit matters. In addition, the Manage ment f,"r"lo, resolved the issues or givenany explanation for fairure to adhere to the provision oflhe pubtic seotor AccountingStandard Board templates.

Managcment Rcsponse:

'fhe management agrees with the audit observations. A Cor
Report on the .".o'.n."nau,io^ of the Auditor_a";;TJ1"f;":fluj,"J;:
included in subsequent audits. The Management has mad
audit matters. 

-,. ..rv rvrd^tscrrrcur nas made progress in resolving the

Committcc Observations

The committee observed that the query rerrrains unresolved as_

i. The management of the water company did not take action in resolving thequeries raised in the report of the Auditor_General for the financial year2018t2019.
ii' The management gave no expraration for fa,ure to adhere to the provision ofthe public Sector Accounting Standard Board templates.

Committee Recommendations

The Committee recommends that-

i. the Accounting Officer.should try and resolve any issues resulting from anaudit that remains outstanding as required Uy ,".iion l4ge)Oof thc public
Finance Managcment Act, Cap.4I2A; ana thc araito._G"r".ul provides astatus update on the progress rnade on the matter in the subsequent auditcycle upon review of the progrcss report;
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ii. the Accounting Officer adheres to section 149(2)(b) of the Public Finance

Management Act and 
"'*;"; -iiol 

* the Public Audit Act in the

preparation ooa rn'o"g"i'"nt of nnanciat and accounting recordsl and

iii. The Accounting o*t"t ;;;":;;t in"t t'" wa'te-r'companv keeps financial

aud other '""ota' 
tn"t" it"-"t"""t"' reliable' complete and ensure

adherence ,o 
"""o,rorilg 

-;;"o** 
prescribed by the Public Sector

A."ooo,iog Standards Board (PSASB)'

REPORT ON LAWFTJLNES AND EFFCTIVENESS IN USE OF PUBLIC

RESOURCES

Pusuant to Article 229(6) of the Constihrtion' based on the audit procedures performed

''i,il o'0i.,'"*","L.'l-i;.1",X;,;;;;*n",*,ffi :il;-"' 
concrusion that

public resources were not aPP

1. Lack of Legal Instruments ificates, Memorandum of

The management did not provide copies of share cenl

Association and Articles "f 
;';;;"ti;; for audit review' Therefore' the ownership

il;;t* comPanY could not be confirmed

Management ResPonse

The management wishes to state that it agrees with 
-the 

audit observation the share

certirrcate was not u.ru,"a *T"*ta noi u" traced at the time of the Audit' The

management has since "t;i"; 
"tiJ 

;.no'undt'rn of association and articles of

association of Busia Water *ii"*"'u" Services Companv Limited which has details

of shareholding. crrr".,,rv"iJ";;;;;;" througtr- chief Executive committee

member convened " 
rn*ti'g'*ii'lt'i"t'ota"t' i:'Y 

all the shares which were

owned by individual st'atetrita"r' to ensure that the company is fully owned by the

CountY Govemment of Busia'

Committee Observations

The Committee observed that the management failed^ to provide copies of share

certificates, Memorandum "i:^tt""t"'* -O Articles of Association during the aucltt

period, however, uff tn" ao"urnt;;;;" since been submitted to the Auditor-General

for ve rification' rh" c" "ii;; i"i'"' "o** " 
0 tl1 try,1il'ffi.:n 

JAI",ru.;
;;;; ;, the countv Government as there were m(

shareholding structure ofthe water company'

Committec Recommendations

The Committee rccommends that-
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i. the Governor of Busia County. takes immediate measures to ensure lhatBusia Water and Sewerage Services Company Limited is fully owncd by theBusia County Goyernment and is registeied in line with the law; andii. the Accounting Officer 
- 

should 
"r.I"." ,i_"iy submission of documentsduring the audit process in.line with section 9 (l; (e) of the public Audit Act,fairure to which the committee sharr recommend for their investigation andprosecution in line with section 62 (2) of the pubtic AUait Act.

2. Non-Revenue Water
Reyiew of the water production records revealed that the
cubic meters of water bul
remainingba,aacecr,,d;iffi i*:;1*{j?i#L#ffi *':"",;ffirepresents Non_Revenue Water. However, the Loss exceeded ,rr, 

","*r#ir.,, l,Watcr Service Regularory Board (WASREBt

Therefore' the Management was inefficient in managi,g the watcr resource and was inbreach of WASREB Regulation.

Managemetrt responsc
The management wishes to:t1e 

lhat it is in agreement with the A,ditor,s observation&at the non -revenue water (NRW) hds u *guiir" irfu;io, tf,. 
";;;;;;r*;;;r,r'and its ability to sustain services. The high NR W i, u.'i ."ruft of,

(i) old .and dilapidated water infrastructure which requires a lot of financialinvestment before they can be efficiently utilized.
(ii) Frequent Bursts and leaks which..rnuin u.ortin. .t utt.nge.on a month-to-month basis.
(iii) Stuck and defective water meters which require replacement and frequentmetcr servicing exercises.
(iv) Unmetered, ilregal and meter by-passes by some of our customers whichincreases the volumes of *ut". U"ing tort 

", lrn"r,n_a-*onth basis

'rhe company's strategy is to invest more i, metering its consumers, repair kit andmonitoring of its pipeline network so as to reduce tt 
"'Nnw and improve on revenuegeneration.

The management has embarked on projecJs which are expected to significantly reducenon-revenue water to the water Sector Reguration Board (,ASREB) sector benchmark of 25o/o. These include:

. New billing system and Smart mcter reading _ the company thlough support ofKenya Towns Susfainable Water Supply 
""a 

S"]ri"ri"" program and Lzrke VictoriaNorth water Works Agencres is cunently i_pl";;;;l;g an Enterprise Resource
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Ptanning (E.R.P) & Customer Relation Management (CRM) system This will

enhance reduction in commercial non-revenue water since meter reading is going to

be done using smart phones which will be GPS enabled'

Increase metering ratio- WASREB requires all Water Service Providers (WSP) to

be at l00o% metering ratio. The Company has been able to wdte proposals to partners

including Kenya Market Trust (KMT)' The partner has come in hand and supported

the Company with 300 cold water meters which are already installed and 400 meters

have been delivered to the company and are currently being installed' The partner

has also trained the Company staff on best practices ofNRW management' Metering

is key in reduction of commercial NRW for the company to be able to attain the set

benchmark of 2570.

Smart metering- The company has also engaged other experts and partners i'e'

Liason, Go soft Africa and Pay go team who are cul'rently carrying out pilots on

smart metering in a bid to 
"ut 

do*" on NRW' This is being realized through

trainings, data analysis, and installation of smart metering technologies'

Committee Observations

The Committee observed that the query remains unresolved as the Non-Revenue water

for the company was at 6'70/o which was 42% above the sector benchmark of 25% as set

out in WASREB guidelines. However, the water company has made some efforts to

reduce the NRW arising from commercial and physical losses'

Committee Recommendations

The Committee recommends that-

i. the Accounting Officer should put in place compreheusive measures to

mitigate on the Non-Revenue Water, that is' both physical and commercial

losses.Thcmeasurestoincludereplacementofotdagedilapidated
infrastructure, installation of smart meters for accurate bitling and the

application of Geographical Information System (GIS) to receive real-time

dataforthedetectionofburstsandleakagesamongothermeasures.The
Auditor-General to review the implementation of the measures put in place

to mitigate thc Non-Revenue Water and provide a status update on the

matter in the subsequent audit cycle; and

ii. the County Governmcnt to collaborate with the Ethics and Anti-Corruption

Commission to ensure pre-emptive measures are put place to reduce cases

of theft and illegal connections'
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CHAPTERTWO

REPORT ON THE AUDITED FINANCIAL STATEMENTS FOR ITEN-
TAMBACH WATER AND, SEWERAGE COMPANY LIMITED FOR THE
FINANCIAL Y E,AR 2O2ONO2I

The Govemor of Elgeyo-Marakwet County, Hon. Wisley Rotich, appeared before the
committee on Tuesday, I st August, 2023 to respond (under oath) to audit queries raised
in the Report of the Auditor-General on Financial statements for Iten-Tambach water
and Sewerage company (lrwASCo) Limitbd for the Financial year 2020/2021. tle
was accompanied by-

l.

ii.
iii.
iv.

Mr. Jason Lagat
Mr. Fredrick Linyewa
Mr. Paul Yator
Mr. Jeremiah Kigen
Ilr. Alphanus Tanui

- CECM Water and Environment
- Chairperson ITAWASCO

- Managing director I'I AWASCO
- CFM, ITAWASCO

- CECM Finance and Economic Planning

Iten-Tambach water and Sewerage company timited is wholly owned by the county
Govemment ol Elgeyo-Marakwetl

REPORT ON THE FINANCIAL STATEMENTS.

The Auditor-General rendered a qualified opinion on the financial statements of Iten-
Tambach water'and Sewerage company Limited,for the financial year 202012021 on
the following basis -

l. Non-Revenue Water
The statement ofprofit or loss and other comprehensive income for the year ended 30
June, 2021 reflects water sale's revenue aniount of Kshs. 2g,717,440. Review of
supporting documents provided for the au.dit revealed that the Company produced
1,002,600 (2020: 807 ,091) cubic meters (Mr) of water. However, only 6g1,765 (2020:
548,822) cubic meters (M3) was bilted to customers. The balance of 320,g35 (2020:
258,269) cubic meters (M3) or approxim ately 32.0%o (2020: 3l .9 o%) represented non-
revenue water (or Unaccounted for Waier (JFW)) which is 7% (2020:6.9%) above the
acceptable loss of25% bfthe total production as per guidelines published by the water
Services Regulatory Board (WASREB). Management has not justified the high volume
of non-revenue water or Unaccounted for Water (UFW)).

In the circumstances, the accuracy and completeness ofthe water sales revenue amount
of Kshs.28, 717,440 could not be confirmed.
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Management ResPonse

Management agrees that during the year ITWASCO I"-1YO 
l '002'600 

cubic meters

(m3) of water. However, ou'oithi' uolrr*e' only 681'765 m3 was billed to customers'

The balance of 320,835 ml o; ;;;r";, xetv izN of total volume represented Non-

Revenue Water (NRW) *t'"t' l'iX o'"t und above the allowable loss of 25% in

u.*rdun". with the Water Services Regulatory Board guidelines'

The company was established under the licensee of fuft Valley Water Services Board

(RVWSB). The wu,"t t'ppry *ilo'";*i'aittion *us Iten and Tambach towns was being

managed by the Ministry of Wutt' *u' inherited by the company as a whole' One of

the targets of the "otop*, 
urno'l' ott'*' *"t t" *a*e theNon-Revenue Water Q'IRW)

to an acceptable ,ut" *t'"'"Ui tii"''*u' '"au""a 
from 42o/o to 32Y:o in the year under

review; this was managed under limited available resources in the year' The company

is therefore still committed ;;;;;itt this by employing more resources to work on

the challenges resulting it '"tt' 
*ut""*t"d-io' *utt' and these measures include: -

i. Proposals to Water Trust Fund to finance purchase of water meters through

Urban Project c"*:;;;tJ;"" unt""t"tta connections and replace faulty

ii. ff:"::.p-, in collaboration with the counw Government of Elgevo

Marakwet t'* it"Jli'Ja""tttl'"ti"t "r -tf*d connection and is ptanning

to purchase more water meten to reduce NRY'

iii. The companv h"t;;;il;l;;;; 'istem 
**ough a comoanv managed hotline

numbers ro' tt'" p'liiii"J'"dili;"hge 
"bursts' iilegal connections and

iv. ir}ffiH?':Tntainins the line' the piy:ll" team of pipefitter's repairs

reported f""r"gt'" U*'o"*J "*i"t 
in'eliminating illegal corurections and

reconnections pt;;tlt whenever identified- and reoorted'

v. The company "r*lty'n"i"i"t"ir"a 
ioo No consumet meters which was

funded by County Govemment of Elgeyo Marakwet'

vi. Also' the county ;#t"#;;t;;;t'ias instatlea master meters in each zone

to account for NRW'
vii. Effective tt't"t"' n"uaing' - Meters are read usine a smartphone on site and

uproaded autom";:fi;'i;t;;;ili1q d";b*' rh; database then runs checks

to identiff "t"t"iit'' 
that would suggest an elroneous reading' The

smartphone ft at" "ttai" 
Lte u pfroto-giaptr of the meter when it is read'

which enables J;#;;';";;;"'otu"a iuittto't a further site visit' but also

provides 
" 

rn"""'"* li"tt Lut ttt" rn"ter rt"s been actually read This system

provides * "ffJ";';;u],s'oi-*onitoting 
both consumption and meter

viii. ;":*t"#i"#ffi:"ict Metered Areas (o\ra'$: - creating DMA's h^i'''":

long established ;'; k;;;;;i-; manage leakages through reconciling DMA

flows bv "t*r*fi;ri;;i,,tttrv-*'i"iu"ranciwith 
the leakage assessment''
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arrd Provision of appropriate incentives to
illegal connection.

customers and staff who report

Committee Observafions

The committee observed that query remains unresorved from financial year 20rgr2020

i. The Non-Revenue Water stood at 32yo, which is 7yo above the seotor
benclimark of 2S%o set by the Water Services Regulatory Board (WASREB)
guidelines.

ii. The management of the water company listed measures to address the Non_
Revenue Water losses. These measures include, active f.* a.t""tio.,, *a
repair, and termination of cut-off accounts from the mains to curb i,egal
reconnections among others.

iii. This high level of Non_Revenue Water has Iargely contributed to the
Company,s revenue shortfall as well as the material uncertainty relating to a
going concem.

Committee Recommendations

The Committee recOmmends that _

i. The company should.put into place comprehensive measures to mitigate
the Non-Revenue Water. These measures include the installatio;.of
smart meters to ensr.ire accurate billing, the replacement of the old water
suppry network as we', as the introduction of a Geographic Information
System (GIS) which wifl herp the company reccive rear-time data on
Ieaks in pipes and monitor maintenance.

ii. The Goyernor should collaborate with EACC to ensure that pre_emptive
measures are put into place to reduce the cases of theft and illegal
connections.

iii' The Auditor-Generar shourd review the imprementation of the measures
put in prace by the management to mitigate the matter and provide a
report on this matter in the subsequent audit cycle.

2. Non-Disclosure of Value and Ownership of Land
The statement of financial position reflects iroperty, plant and equipment balance ofKshs 6,184,955 as discrosed in Note 5 (a) to the financiar statenrents The balance
includes buildings balance of Kshs. l , 3 14,5 l 6. However, the varue of land on which the
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buitdings are built has not been disclosed in the hnancial statements Further' the title

deed to confirm ownership of the rand by the company was not provided for audit

In the circumstance, the ownership' accuracy and completeness of the property' plant

and equipment butun"" off'n'flit4''i' as at 30 June' 2021 could not be confirmed'

Management ResPonsc

Management concurs with the findings that the value of land has not been disclosed in

the financial statement' Thi' i' ;;;;t" the company had no title of ownership of the

tand. Therefore, the company *u' not uO'" to proceed with valuation and recognize the

verification

same in its books.

Committec Recommendations

The Committee recommends that; -

ll.

lll.

the Governor ensures that the water company secures full ownership of

the queried piece of land and provide status update to the committee

within 60 days of the adoption of this report;

the Accounting Officer ensures that the water company maintains an up-

to-dateassetregisterintheformatprescribedbythePublicSector
AccountingStandardsBoard(PSASB)andthecompanytocarryouta
valuation of all its u""tt "'d 'ub*it 

the same to the Auditor-General

within 60 days from the adoption of this report; - ^
the Governor engages thJ Intergovernmentat Relations Technical

Committee (IGRTC) to ensure tnaithe process of transfer of all assets

*J riroiri,i", are completed in a timely manner; and

This parcel of Land originally belongs to Sirikwa County Council as the attached

searches certificate reserved i"' U"rr'Ottrn^" under parcel No 404' with other four

government institutions'

As per the records, the procedure of subdividing of the parcel was in process' The

Department of watet and comfany are making follow-ups on the matter to be resolved'

Committee Observations

The Committee observed that the query remains unresolved from financial year

2,1gr202o as rhe*u,", "o.o*, 
nui io tiit" a""a ro. the said piece of land and had not

included the land rn"u'uting i'""'" "' *nnn the building stands in its frnancial

statements.

t.
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iv' the Auditor-Generar to undertake physicar verirication ofa, assets ofthe
water company and provide a status report to the committee within 60
days from the adoption of this report.

3. Un-Transferred Work in progress
The sl4tqment of financial position reflec6 work-in-prggrqss (un-transferred) balance
of Kshs' 16,880,122 as disclosed in Note 5 (b) to the financial statements. Review of
suppodng documentation revealed that the work in progress relates to assets which
were financed by the water services Trust Fund. According to the financing agreement
between Water Services Trust Fund, fuft Valley Water Service Board (RVWSB) and
Iten Tambach Water and Sewerage Company Limited (TWASCO; datea 25 luly,
2012, ITwASco was the implementor of the project whiie Rift,va ey.water Service
Board @VWSB) was to acquire the ownership of the new assets developed. Rift Valley
Water Services Board requested 

_for 
the transfer of the completecl *o,t in p.og."r, ,o

the Board as per the terms of the financing agreement. However, at the time of the audit
the project had not been transferred and therefore the compreted assets are *r"rgr;
classified in the financial statements as work in progress and are not being depreciated
although they are in use.

In the circumstance, the accuracy, completeness and ownership ofthe work in progress
balance could not be confirmed.

Management Response

Management stated that the figure of Kshs 16,gg0,122 was a funding from water sector
Trust Fund(WSTF) for Three proposals Namely: 3rd; 5th and 6th.Call proposals
awarded to ITWASCO, the contracts were signed between Rift valley wat"r s;rvi"e
Board( on their behalf) and wSTF, howerir arter tft compretion of projects they were
not handed over to Rift valrey water Service Board during the audit period and as per
the queries served, they have since written to fuft valley water Service Board for a
transfer ofthe assets to them of which they were uruesponsive.

In the wake of Water Act 2016, the company has resolved to address this issue as
follows; in the current Financiar year 2022/2023 they have transferred assets from
Work in Progress to completed assets.

They passed prior year adjustment to take care of depreciation expenses since
completion of the projects (as per the certificate of completion) and necessary
adjustment made.
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Committee Recommendations

The Committee recommends that the Auditor-General follows up the matter on

rhe 2o22l2023Financial ';t";;;;;t 
confirmation of the correct accounting

entries and adjustments'

4, Trade Receivables .-:^- --fla^re rrade receivables balance of Ksh.s'

The statement of financtat position reflects :"::^,::"il;;;. io*eue" audit

;rril;;; disclosed in Note 

":,':J,::'i:ir:1ffi:1:jfi;i::lncreased 
tv rcst's

analvsis of the suPPortlng do

4.6;s,s2zor 207o rro m ,. JI;' ;;' ;;; 
-'f 

i,'0 
1s1 131:fff 'H:il J:"I'l;

tri ,t)i.r-^i ,"-ir2ot2olt ttnancial,f "j"t',1t-1;Tl :il:i"ffi';;"ro :une, zoz t , an

of trade receivables balance ot ttsns' Lt 'JLv\v " - 
ns for more than 180 days'

amount of Kshs le'I36'387 or 63Yolad beln::::TiTil;i"]","*0"'*o*n'
ffi;;ils not justified the significant increase tn rt

in. aio have not been collected'

ln the circumstances' the recoverability of t'he long outstanding trade receivables and

adequacy of the provision t"t"tbifu' O"Ots could not be confirmed'

Management ResPonse

Management agrees that bills totalling to Kshs t'1t-Y:'r:'##*:T::'5ffltTB

:";[:l: Iil i-'.x# trff+inrufutmr:r *m,,wx;l
"rr,o*., 

water' Sanitatio" :ii::'::::::"""i*"""' .rrrties to clients' This majorlv

*i"i i"O trr"ructed against disconnection of water su1

co*.ib,rtea to the outstanding bills'

Forming a major part of the bills were govemment (County and National) institutions

wtrich h1d not settled their bills'

AIso, debt recovery policy has been finalized and they were implementing'

Committee Observations

Committee observed that the management had resolved to-address the issue in Financial

'{ear2022t20230, 
*",'""*tiJl'il.*'* ;; *"tk in Progress to completed assets'

Committee Observations

rhe c o mm inee ob se rv e d,li:H,:[ 
3;fi1'fi ',T:,T:5lrt:".,: J[ ft ilf J:::

2O1gl2O2O as the comPanY ha

than 180 daYs
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Committee Recommendations

The Committee recommends that _

t.

II.

Itl.

tv.

The management performs an aging analysis on the long outstandingreceivables end ivith the Board,s 
"pp.or"i, wtite ofi the irrecoverable

fl:::,#"lfi:h reguration rso(i) or "* r*"rr Government)

The ma.nageqetrt. eDsures implementatiou. of the Enterprise Resource

li:",r[: 
(E RP) svstem a n a iis u se,, ;";i" ;-,, * ;".i,.,i,i, ; i,L'JI IrTJ

The management ensures strict compliance with the provisions on lossesand write=offs stipulated under regulatior rrb6";;';;; t;::;GoverDments) Regulations.
The Accounting efficer ensures that supporting documents are availedto the Auditor durine audit..as 

""qui."d il; s"ciiln' 9(t)(e) pubticAudit Act, faiture to ihi"t th" C."ir-iti".- .riri, ,""#..r0 for rheirinvestigation and prosecutio
Audit Acf- 

,n in line with section 62(2) ot the pubtic

i; ^!::a 
Outstq.nding payabtes, provisions and AccruatsI he statement of financial position- reflects *t"bl;;;j,1;ton and accruals balance ofKshs.,24,548,079 as disclospd in Note 9,;;. ilill;'.;bments. Included in thebaiance . is. regulatqry lgvies amounting to Kshs. rc,fii,'ize , out of which Kshs.I 5,598,566 relates to 2019/2020 and. eurii", y"-r.

In the circumstances the company is exposed to risks of ritigations institr.rted by thecrerlitors due to failure to settle amodnts 
"** a ."rpil"*. 

"'

Management Response

Management concurs with the findings that, the amount in qtrestion of Kshs 16,176,526reflccted in thc figures of regulatory revies orved," *jr,'ull,", water Services Boardwas overstaled by Kshs 6,116,67g. It came to their realisation that with theoperationalization of the water Act and the t.u^r". orit . o*nership of water ServiceProviders (wSp's) to the county Govemment nec"rritut"i iiut tn"re wourd be no morepayments to the Water Service Board.

It therefore implies that the co
which ought not t" 0..;;;;;TI;1ffi:"._:';:: ;l":ll:;,..t of Kshs 6,1t6,678,
Water Serviccs Board. 

rr lrrwr. uL,u^s ano rnrs was correctly done by Rift Valley
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As a corrective measure' the company had passed Joumal entries in its records for

2oz2lzoz3Financial y""' "rro;;;;;; 
p'io'v"u' adjustment would be made in the

financial statements'

In order to address the outstanding Kshs. 7,47g,4g3. which mainly accrued during the

formative stages of tt'" "o'ni'u'ni ",'oi'" 
t'ito':i':::l'.1"t;:;tl:"T:'lrti;il:

;;; ;t; iite off of the levies from the Agencv so as

::N#:.il; u' p"' r'rn'i iu o' 2022 t 2023 dated 2 8th tvtar ch 2o23'

Committee Observations

The committee observed that the query remains 
.unresolwd 

as the balance of Kshs'

j,47g,4g3owed to former n t v"rrlv w""r Services Board remains unsettled though

the management has providei *t"'pondtn""t on request for write-off by the the

l*ta 
"O 

Valley Water Works Development Agency'

Committee Recommendations

The Committee recommends that the Governor of Elgeyo-Marakwet County

;;;;;;*,r,1.:'{:",*T1*"I.TI",'#;lT}"J:i::xy,',:i,".1,iii
repayment nlan.ior :tji::t* the Auditor-General [or verification within 60 davs

illi; ffioux""J,;TfffiHoi"ri" i'ait'-cenerar to provide a status update

oo ii" ."tt"i i" the subsequent audit cycle'

Other Matters

Budgetary Control and Performance

The statement of comparison of budget and actual lToTo 
for the period ended 30

June, 2021 indicates tn* *J ";;;;itu'" "*"""a"atudgeted 
amounts for publicity

and advertising (20%) ana pro'vi'i"" it""gtr""ry levies (25%)' The Management did

;;;J;ftnce that the over expenditure was approved'

Management ResPonse

Management agrees with the findings that actual expenditure exceeded budgeted

amount for publi"ity ut'a ua'"iti''i^t'g' tii' *u' 
"uut"d 

bl.under Provis on in vote during

budgeting expen'"' of *ni"t' 
"ou^r'a'noi 

it u'oia"a und it exceeded the amount and this

was highlY regrettable'

It added that regulatory levies paid exceeded. the 
luaeetea 

amount The levies were

accrued and they paid *i"g c;;;i;;r Liquiditv Supporr Grant (GLSG) which were

not projected in the budget' 
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The Board of Direotors were aware that the company received the grant which wasintended for cautioning covid- 19 pandemic. it *.r".", ,n" Board of Directorsauthori2ed the utirization of the same and strictly adhered with conditions of the donoras per the minutes of the Board of Directors aatea t Zttr October, 2020 MIN179:2020/2021payment ofthe accrued was one ofthe eligible in the grant.

Committee Observations

The commiftee observed that_

n.
there was an over-expenditure rgl61j69,16 advertising and pubticity; andthe accrued regularory Ievies were paid using Cond;iio;;1.;quidity SupportGrant (CLSG) and $ar rhe Boa.d artho.iz"d'the ,,iii."i';"r';r,r," gr_,.

Committee Recommendations

Basis for Conclusion

Non-Compliance with Law on Ethnic Composition

the Accounting OIIicer should comply with regutation a2(l)(b) of the{ublic Fin.4nce lVlanagement lCoroty C*".rJ""ii'O"*r"tions, 20i5on.ere4tipg. budgetary control measures; andtle Board of Directors should institute proper aud realistic budgetplanning as well as measuresto euhance its own *"r"a"r"O revenue, suchas review of tariffs, connection of more crstoJ".s and automation toaddress revenue reakages. The Auditor-Generar to confirm theelfectiveness of the mitigating measures put in the water company andreport in the subsequelt audit cycle.

REPORT ON LAWF'I]LLENSS A.T{D EFFECTIVIYESS IN USE OF PUBLICRESOURCE

Pursuant to Articre 22g(6) ofthe constitution, based on the audir procedures performedby the Auditor-General, the folrowing matters formeJ ,r," uuri, for conclusion thatpublic resources were not applied lawfully and in an "fft;ir" *ur_

Review of human resource data for the year ended 30 June,202r revealed that thecompany had a total workforce of forty nrne (4g) emprofes a, of whom were fromone ethnic community contrary 10 Section 7(l) and 4)1 ,r u"National Cohesio, andIntegration Act,200g that requires a, public estabri.r,.".,. to seek to represent thed,iversity ofthe people of Kenya in emproymenr of rturrunJ tt ut uo public establishmentshall have more than one third of its establishment f.o. ,h" .rr," ethnic community.
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Management ResPonse

Management concurs with the irndings that one third diversity Rule on staff

employment had not been compf iea in the Company as required by the National

Cohesion Integration ect ZOOS' The seven staff members were employed to perrnanent

terms in rhe year 2013 and;;;;-; the company had not emproyed any staffin

Dermanent terms' The *",0""" tt"ot"r'ta ""a 
developed the company's Human

R"ro*"" Manual on 16th ;;;; ;ii *t'i"t' would, be used as a guide on

employment. e, tt'" t*ug"'I"'"1"i''*otco' they would be contented to have an

all-inclusive society at th" ""t;; "t 
tn"' *t* forwld to excel' They are also in

asreemenr that one rhird dir;;.I;;i. pro.ot", nationar uniu and they assured the

L""*.,n* that they shall abide by the regulations'

ln the circumstances, Management was in breach of the law

ethnic community'

Committee Observations

Committee observed that the query remains unresolved from financial yeN 201912020

as the Company had a total 'i"tnl-* "t 
o' employees who were all from the same

I,mi. "o..unity 
that was dominant in the County'

Committee Recommendations

The Committee recommends that; -

i) The County Executive should comply with section 7(1) and 2 of the

National cou"rioiloa ioi"gritv act wni"n states 
'/'al 

(1) All public

establishment 'h'"ll;;;io 'ip'"unt 
rhe diversiE of people of Klnla h

en ployment oJ s"A''iii *' o"''c esta.blbhment shall hdve more tlrcn one

third of ils 
"mptoyee' 

Vom sa'ne ethnic-group; ^td
ii) The Board "rrd 

;; accounting officcr makes deliberate efforts to

progressively ""-Ot' "tto 
t""tiJn-65 of th:-County Governments Act'

2012 which ptouiOtt tt'"'at least thirty percent 30olo ofthe vacant posts

at entry f"""f u"-f'fl"i by candidates who are not from the dominant
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CHAPTER THREE

REPORT ON THE AUDITED FINANCIAL STATEMENTS FOR KIRINYAGAWATER AND SANITATION COMPAN" 
"',,,"O "OR 

THE 
"i;*;;;;YEAR202ot202t

The Govemor for Kirinyaga County, Hon. Anne Waiguru, EGH, OGW appeared beforethe Committee on Tuesday, ,g.- r1r, ZOZ: to resp"onJ 1*a.. o"tt; to audit queriesraised in the report of the Auditor-General on financihl .[i"^"no i";;; *;;;;;;;water and Sanitation compdny Limited for the fin *ciut y"* zozotzo2 i. The Govemorwas accompanied by:

l,

ii.
ii i.
iv.

Mrs. Jacqueline Njogu
Mr. James Kihia
Mrs. Jane lvlurage
CPA Edward Nyaga
Mr. Carilns Otieno
Procurement

- CECM Finance
- Chairman

- Ag. Finance Manager KIRIWASCO
- Cfrief Officer Finance
- Chief Officer plaming and

The Kirinyaga Water aad Sanitation Company is wholly owned by the CountyGovemment of Kirinyaga.

REP'ORT ON TIIE.FINANCIAL S ATEMENTS
The Auditor-General rendered a quarilied opinion on the fin:mcial shtements ofKirinyaga Water and Sanitation Company Limited for the period und.er review.

l. Statement of Changes in Equity
The statement ofchanges in equity reflects Kshs. 16,627,294 in respect of capital grants,
1*s-30s'575 in respect of amortization of capital grant under capital Grants and Kshs.129,000 in respect of prior year ad.lustmenl ro."."u"nr. reserves. However, thesebalances were not supported with the respective schedule.

Management Response
The schedules for amortization_ff.*Ritut grants amounting to Ksh 30g,575 and prioryear adjustments amounting to Kshs. 129,000 which inclui
tstrs. gq,ooo to ufr rrurrp-orters and Kshs. 35,000 paid," r:t 

t:'.il:ifl?::*:Tt

Committee Observations
The management submitted the schedules to support the balances Kshs. 16,627,294,Kshs 308,575 and Kshs. 129,000 in respect of capital grants, amortization of capital

35 lPage



srant and Prior year adjustments for revenue reserves respectively to the Auditor-

[.".r^i il. "..tr"ation 
ihus the matter was resolved'

Committee Recommendations

The Committee '""ott"oi" 
tnat the Accounting Olfrcer should ensure timely

submission of documents or.ir'g ,u" "roit 
p.o"e.s io rine with section 9 (1) (e) of

the Public Audit Act, f"it""'i""*ni"f' the 
^Committee 

shall recommend for their

investigation and prosecutioi in tine witn section 62 (2) ofthe Public Audit Act'

2: Statement of Comparison of Budget and Actual Amounts

The Statement of comparison of bud"get and actual amounts revealed the following

vanances;

Fu(her, Note 2 to the financial statements reflects Kshs' 15'241'716 in respect of

property ptant and 
"q"ip'n"ni 

uaaiii""t 
"t 

the year' However' the statement of

comparison of budget u"d utt*t u,no'nts excludes the property plant and equipment

/capital expenditr."t uuag"tJJ "'J ""*a 
analysis and is therefore incomplete'

Additionally, the approved Ut-ago "pp"ni"g 
the above-budgeted figures was not

provided for audit review and verification

In the circumstances, the varidity, accuracy and compreteness of the respective financial

statements balances 
'o' 

tn" ,"ui"rrd"d l0 June 2021 could not be ascertained'

Variance
Kshs

Re-

Calculated
Performance
Difference
Kshs

Performance
Difference
Kshs

Actual On

ComParable
Basis Kshs

Budget
Amount
Kshs

Item

(50,103)
2,886,2452,836,14223,145,05626,03 1,301

Administration
Expenditure

t,r77 ,935
25,868,68827,046,62341,907,02767 ,775,715

Operations and

Maintenance
(91,717)

-225,27r-3 16,9884,225,2714,000,000depre clatton
Provision for

(708,615)
6,627,6025,918,9872,713,1989,340,800

Minor
Investments

f27,50035,157,26435,484,7647 |,990,5521o7,14'7,816Total

Management ResPonse
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The variance between the performance difference and recalcurated performance
difference was due to arithmetical enor, this has been rectified.

I'heKsh. 15,241

under addition o
,716 in respect ofproperty
f assets for the FY 202012

plant and equipment additions was classified
021 as analyzed below:

Assets totaling to .Kshs.

investment. 'fhe work in
year budget

2,713,198 were in the.
progress totaling to Ks

budget for FY 2020/2021 under minor
hs. 12,528,5 I 8 was included in rhe prior

The committee observed that the query has been resorved as the variance between theperfonnance difference and recalculate<i performance difference was due toarithmetical error which was corrected within th" post-Audit financiar statenient
however, the same was yet to be reviewed by.the Auditor-General.

Committee Observations

Committee Recommendations
The Committee recommends that-

l. the Accounting olficer to take administrative action on thc officers within
thc Accounts and Finauce department who fails to t".p .o.pt"t. a;r;;;;;,
rccords in accordance with their terms and conditions of uiprio,_"rio,
employment and as required by the Accountants Act, 200g;
Thc Auditor-General follows up the matter to conlirm if the correct
accounting, adj ustments were made in the post Audit Financial Statements;

the Accounting Officer should comply with section 6g(2) of the public
Finance Management Act, 2012 with regard to preparation and
management of financial and accounting records; and

ll.

llt.

No. Particulars Amounts Kshs.
Assets

I Com u &ter om e.p b oh nesp 871,000.
2 Water,Meters 1,842,198

Subtotal 2,713,198
Work In pfogrcss

I Kirinyaga House Hold: 4,768,59s
2 Treatm itiDecentral dlze ent F ca ty
3

Subtotal

Total
12,528,518

15,241,716

6,360,801

1,399,12t
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, lv. the Accounting officer shourd enhance the capacity of officers prepa.ng

financiar statements ,o "o_f,, 
with the accounting standards and should

further invest itt t"cnnotogy a'oa fto""""t that reduce inaccuracies in the

preparation of fi nancial statements'

3: I\{isstatement of Water Sales

Note 10 (a) to the financial 'tutJi'"nt" '"fl""ts 
Kshs' 150'874'825 in respect ofrevenue

from water sares. However, the recomputed amount on a^comparabre basis from the

monthly records reflects 
" 
t"*i t*"rn" iiKJs'.161'l ra9-08 for the period resulting to

a difference of Kshs' 10,240'083 which has not been reconciled or explained'

In the circumstances, the validii""""""" *o comPleteness of the Kshs l50'874'825

revenue eamed from water sales could not be ascenatneu'

|[Ttffr"*:i'x],1i"t.,'0,083 was as a result of adjustment made within the vear'

i,i,n" 
"O:*r,*"nts 

were done in line with WASREB guidelines'

ffIilffit::':ffitJtr that the variance of Kshs' 10'240'083 was as a result of

adjustment made within the Year'

::ffi ':ff .T"":,"#;',tillil."'"*"'ent,thecommitteerecommendsthatthe
matter be marked as resolved'

4: Unsupported Water Bills Adjustments

Note 4 to the financial ;;;;-;;n"cts Kshs'136' 965'069 in respect of trade

receivables which includes Kshs' l23'458'621 in respect of water sales receivables net

of provision at 10% of KshJi'ilii'iro Ho*t'"t' audit examination of water billing

records revealed tnut t,,*'o*"i03"*""tt *ttt made on water 
' 
sales t""":1'::

amounting to Kshs' 10,240'083 without being supported by relevant accountlng

documentation' tn aaaition' tt'" water sales billing records reflect Kshs' 53'045'085

resulting to a variance 
"f 

r'tt' iSlll'536' Further' the water sales were not supported

by an aging analYsis rePort'

#::-#::j,1"15,"'Tl*t or Kshs' 10' 240'084- the adjustments were done in the

system in line with WASREB guidelines'
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t
The variance of Kshs. 75,413,536 was arrived at after netling total provision. for baddebt of Kshs. 14,273,190 from disconnected and dormant aclourrts,balanc; ;;;89,686,716.

Committee Observations
The Committee observed that the management submifted the
and ageing anatysis report to suppo.t the balance of Krhr.u;;oj;;:;:fl:T$:i::
adjustrnents made on water sales receivables, tt r. tf," qr".y i, resolved.

Committee Recommendations
The committee recommends that the Accounting officer shourd ensure timerysubmission of documents during the audit process in line with sec$o-4 9 (l), (e) ofthe Pubric Audit Act, fairure to which the committee sha, recommend for theirinvestigation and prosecution in line with section 62 p; or,re pubric Audit Act.

5: Long C)utstanding Receivables
As reported in the previous year, Note 4 to the financial statements reflects Kshs.136,965,069 in respect of trade receivables which includes Kshs. 1,304,5gi ,;;;;;;"*iKshs I , 134,473 for salary advances and Kshs. 170, I l4 for staff loars ro fo.ur (4) for.rUgrofticers,to.pucha;e laplops. However, supporting documentation including approvals.and 

llidence that the Management has initiated relovery of t,he salary "dr;;"..;;provided for audit review.

Inthecircumstances,thevalidity,accuracyandcompletenessofKshs.l36,g65,06gfpf
receivables as at 30 June 2021 could not be ascertained.

Management Response
Out of Ksh 1,134.473 tt 

" "o.pTll1, recovered Ksh. 919, j40 as per attached recoveryschedure' The balance of Ksh- 20g,465 we are fast-tracking trre effort to recover theoutstanding' currently the company doesn't grant salary advances to employee sincethe company has partnered with the financial institutions.
The laptops were bought between Aprir 200g and May 200g through a loan advancedto the staffwhich was to be recovered from their sarary. However, the said staffreft theorganization between December 200g and November 2010 before the frll 

^.;;;;;recovered.

The company in 2019 after the company was under new management governance
structure and since then we initiated the recovery process. The company has institutedlegal process to recover against them_
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J Committee Observations

The Committee observed that-

i. the company has made a recovery of Ksh' 919'34O out of Ksh 1'127'805 in relation

;""" udu*""s leaving a balance of Kshs' Ksh' 208'465'

ii. the company ud'unt"a K"ht' 170' l 14 to four (4) members of staff to purchase

laptops and the suia 
'tufittnr 

tn" institution before the full amount was recovered'

iii. Supporting Ao""tntutiln'-lncluding approvals and evidence that the

Management hat initiui"i '""o*'y 
of ltt" salary aduat'"es was not provided'

Committee Recommendations

The Committee recommends that-

i. the Accounting Offrcer J the water company takes immediate measures to

fully rccover the Kshs' 170'114 with interest within 60 days from the

adoption of this t"ro'i' t"i'"" to which' the Board of Directors shall eusure

thesameisrecoveredfromtheAccountingOfficerofthewatercompany;
ii. The Accounting Om""t pt*f a"s the statusof r::o'"o of the outstanding

salary atlvances to tnJeiiito'-ceneral within 60 days from the adoption

of this rePort; and

the Accounting Officer should ensure timely submission of documents

during the audit process in rine with section g(l)(e) ofthe pubric Audit Act'

2015, failure to which the Committee shall recommend for their

investigation and prosecutio-n-in line with section 62(2) of the Public Audit

lll.

Act,2015.

ascertained

6: Unsupported Property, Plant and Equipment

Note 2 to the financial 
"ut"In"n" 

reflect; Kshs'98 '644'815 
in respect of property' plant'

and equipment. However, tt'" urno*i *"' not supported by an updated asset register and

the assets had not been ,ur,r"J-io. a long .ome time. Further, the compzrny have not

acquired title deea o, o*""t'ttip ao"t.rrnenJfor both.their headquarters offrces in Kerugoya

and the regional offrce in gariJtro sub-[ocation of Ndia Location' A verification visit done

in the month of April[[Z2established that the headqua(ers land had been encroached' In

addition, the company h^ p";;;i;; of several parcels of land buildings' various water

installations, machines, water treatment facilities/plant' water tanks' equipment's and

motor cycles and other *'"o't,t""i across the Kirinyaga county whose details and

documentation in regards to ownership were not available'.

In the circumstances, the uutiaity' o"*tu"y' ownl:lip and completeness of the property'

plant, and equipment batance of Kshs 98'644'815 as at 30 June 2021 could not be

Management ResPonse
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I
we have maintained asset register however the same will be updated after acquiring the
ownership documents from National Govemment.
The challenge the company is facing is lack of ownership documents, awaiting the
transfer of assets from National Government to County Gouemment.

Committee Observrtions
The Committee observed that-

i' The management fa,ed to submit an updated fixed assel register for audit
verification:

ii. the company.has not acquired;titte deed or ownership documents for both their
headquarters offices in Kerugoya and the regionar office in s*.i" ,ri_,".r,i"; ;i
Ndia Location; and

iii The company had possession of several parcers of tand buirdings, various water
installations, macirines, water treatrnent facitities/plant, water tanks, equipment,s
and motor cycles and other assets spread across the Kirinyaga co,,nty whose details
and documentariorr in regards to ownersh_ip were rot available hence the query
remains uruesolved.

Committee Recommendations
The Committee recommetrds that-

i. The Governor ensures that the water company secures full ownership ofthe
queried assets that the company has no ownership documents for and
provide a status update to the committee within 60 days from the adoption
of this report; and

ii. the Accounting Officer ensures that the water company maintains an up_to_
date asset register in the format prescribed by thc public Sector Accountiug
Standards Board (pSASB).

7: Cash and Cash equivalents
Note 6 to the financial statements reflects Kshs. 3r,s64,770 in respect ofcash and cash
equivalents as at 30 Jwe 2O2l which includes Kshs 469,221 in respect of Mpesa
account. However, the arnount was not supported with Mpesa certificates,
reconciliations statements and supporting schedules.

consequently, the accuracy and completeness ofthe cash and cash equivalents balance
ofKshs. 3 1,564,770 as at 30 June, 2021 could nor be ascertained.

Managcment Response

41 lPage



a Mpesa Certificate is provided for audit review and its hereby attached'

Committee Observations

The Committee observed that the management submitted the Mpesa Certificate to

support the balance Kshs 469,221 in respect of the Mpesa account to the Auditor-

General for verification, thus the matter was resolved'

Committee Recommendations

Noting the mitigation measures taken by the management' the

recommends that the matter be marked as resolved'

8: UnsupPorted Short-Term Loan

e, ,"po.tla in the previous year, Note 9 (c) to the financial statements reflects Kshs'

147,518 in respect ofshort term loan' However, details on the lending institution' interest

charged, period of repayment, principal payments' Board approval and other terms and

conditions for the loan were not provided'

In the circumstances, the accuracy, completeness and validity of the short-term loan

totaling to Kshs. 147,518 as at 30 June 2021 could notbe ascertained'

Management ResPonse

We have attached the ledger, Contract between Kamweli' KREP Bank & Kiriwasco and

the repayment schedule which was provided for audit review'

Committee

Committee Observations

The Committee observed that whereas the management submitted the loans ledger to

support the short-term loan of Kshs 147,518 the submission was made outside the

timelinescontemplatedunderthePublicAuditActandconstitutesanoffenceunder
section 62(2) of the Act.

Committee Recommendations

The Committee recommends that-

i. the Accounting Officer should ensure timely submission of documents

during the audit process in line with section 9 (1) (e) ofthe Public Audit

Act, failure to which the Committee shall recommend for their

investigation and prosecution in line with section 62 (2) of the Public

Audit Act; and
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ll. Noting the mitigation measures taken by the management, the
Committee recommends that the query be marked as resolved.

9: Budgetary Control and Performance
Review ofthe statement ofbudget and actual amounts indicated total receipts budget of
Kshs 216'697,416 against actual budget of Kshs 177,343,545 resulting in to unrealized
revenue collection amounting to Kshs 39,353,871. This is an indication of uruealized
targets. There is need therefore for the management to prepare a realistic budget. Further
the total payments budget amounted to Kshs 207,356,616 against actual. payments of
Kshs176,214,596 again resulting to under absorption ofKshs 31,142,020.

There is need therefoie for thd corhpany tb have a proper budgeting mechanism with a

view to utilizing the budget in full for befter service delivery to thc citizens ofKirinyaga
County.

Management Respouse

During the budgeting period it was anticipated that Kerugoya Kutus Water supply
project would have been completed by 306 September 2020 which would have injected
30,000 mr per day but this was not realised within the financial year. In addition, we
expected to have a new tariff in operation by 3l't December 2020 which was applied in
May 2018 which would have boosted. increase in revenue, which dint happen. This
resulted company not realizing the projected budget projection hence resulting to a
shortfall of kshs. 39,353,871.

Under absorption of Kshs 31,142,020 this resuited due to shortfall of revenue in the
budget hence rcadjustment of company activities.

Committee Observations
The Committee observed that-

The company had a revenue shortfalt ofKshs 39,353,871 in the financial year
under review

I The company failed to absorb Kshs 31,142,020 oiits budget in the financial year
under review

Committee Recommendations
The Committee recommends that-

i. the Accounting Oflicer should complv with regulation 42(lXb) of the public
Finance Management (County Government) Regulations, 2015 on excrting
budgetary control measures; and
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a ii. the Board ofDirectors should institute proper and realistic budget planning

as well as measures to enhance its own generated revenue' such as review of

tariffs and connection of more customers and automation to address

revenue leakages. The Auditor-General to conlirm the effectiveness of the

mitigating measures put in place by the water complny and report in the

subsequent audit cYcle'

10: Movement of Conditional Liquidify Grants to Deferred Income without

Approved Budget

The statement of profit or loss and other comprehensive income reflects Kshs'177'

343,550 in respect ofrevenues for the year ended 30 June 2021 which includes Kshs l T'

,zii,soo irrespect of Conditional L(uidity grants for projects which were balances

from the original grants ofKshs 33,398,916 However' Kshs' 16'069'272 was moved to

defened income but was not supported by the approved income and expenditure

budget for each Project.
In addition, the deferred income recognized in the financial statements could not be

relatedtoactualrevenuesreceivedinexcessoftheapprovedincomebudgetandwork
pfon, fo, each project in the year under consideration to warrant the accounting

treatment recorded in the books of account'

In the circumstances, the treatment ofthe conditional grant in the financial statements

in the absence ofthe approved budget could not be ascertained to be correct'

Management ResPonse

The differed income was recognized in the financial statement in line with IAS 20

(differed income) to recognize iLSG grant in the profit and loss account over the period

in which the entity recognize expenses utilized up to Jurre 2021'

Committee Observations

TheCommitteeobservedthatthecompanygave? satisfactoryexplanationforthe

movementofKshs.16,069,zT2fromconditionalLiquiditygrantstodefenedincome
thus the matter was resolved.

Committee Recommendations

Noting the clarification by the management'

matter bc marked as resolved'

t l: Prior Year adjustment:

the Committee recommends that the

Prior Year Audit Matters
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Appendix I - Progress on follow up on Auditors Recommendations- is incomplete as it
does not capture all the prior audit issues. It also excludes key columns for capt,.uing;
issues raised, Management comment(s), focal point person to resolve the issue, status
on whether the issue is resolved or not and the Time frame within which the issue(s)
will be addressed as required by the PSASB circular referenc ed AG.4l1613 vol.l (9)
dated 24th June 2020 issued regarding the preparation of annual financial. statements
for the year under audit.

Management Response
This has since been rectified and the report done as prescribed by psASB guideline

Committee Observations
The committee. observed that the progress on follow up on Auditors Recommendations
was rectified and evidence of the same was submitted to the Auditor-General thus the
matter was resolved

Committee Recommendations
Noting the .mitigation measures taken by the water company, the Committee
recommends that the matter be marked as resolved.

l2:.Non- Reveuue Water
Dun'g the year under rer4iew; Kirinyaga water and sanitation company Ltd produced
6,722,945 cubic meters (Mr) of water, but only 2,701,482 O{r) *us billed to customers
at a cost of Kshs. 150,874,825. The balance of 4,02 I ,463 cubic Meters (Ml),water which
is approximately Sixty (60%) percent of the total production is unaccounted for water
(uFW) which is way above the sector recommended timit of 25%. According to the
water Services Regulatory Board (wASREB) guidelines, this quantiry is thirty-five
(35%) percent above the allowable loss of twenty-five (25%) percent. The
Unaccounted-for Water of thirty-five (35%) percent or 2,353,030.75 (M3) of the water
produced may have.resulted, in loss of sales estimated at Kshs.470, 606,150 (which is
the minimum Tariff of water sale as per The water Act No. g of 2002 at Kshs.200 per
M)

In the circumstances, the revenue loss may havc adversely affected the company,s
profitability for the year.

Management Response
NRW is caused by physical losses and commercial losses. physicai losses are caused
by old dilapidated infrastructure that has caused high operational costs in repair ofbursts
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a andleaksofwater,Forinstance,GithiorowatersupplySystemwasconstructedinl940,
with a design population of 2500 people' Cunently' the system is serving rnore than

12,000 people, which is beyond its design capacity' Commercial losses are caused by

faulty meters and illegal connections' The company has taken the following measures

in NRW reduction:

l. The company developed Non- Revenue Water reduction plan which has been

imPlemented in the FY 2020/2021'

2. The company has shifted from Upvc pipes to HDPE pipes' *t t:,0*1::-"-T-.'tl

pip"s -" more durable and elastic than Upvc pipes' further' the company ts

carrying out gradual rehabilitation of old water supply networks' replacing the

otd Unplasticized polyvinyl chloride (PVC) pipes with High Density

PolYethylene (HDPE) PiPes'

3. The company througtr Tana Water Works Development Agency has procured

two ultrasonic flow meters which are helping in detecting areas of water loss

4. Introduced Metering of production units which has improved accuracy in water

production.

5. Mapping of reticulation networks and connections which has enhance real-time

monitoriog of leak detection'/bursts and consumer connections'

6. Having 100%o metering ratio'

7. Conversion of alt class B meters to class C consumer meters to improve on

8. Unearth all illegal connections and bypasses'

In the current financial year,2l22t2O23 ttre NRW is at 56Yo as compared to the FY

accuracy

2O2O|2O21 which was at 60%o'

Committee Observations

The Committee observed that-

i. the Non-Revenue Water stood at 607o way above the allowable 25%o prescribed

by the Water Service Regulatory Board (WASREB) guidelines'

ii. The Non_Revenue watJr was attributed to physical losses (old dilapidated

infrastructure) and commercial losses (faulty meters and itlegal connections)'

Committee Recommendations

The Committee recommends that-

i. the Accounting Officer should put in place comprehensive measures to

mitigate on the Non-Rev"nu" Wat"t' that is' both physical and commercial

losses. The measures to includc replacement of otd age dilapidated

infrastructure, installation of smart meters for accurate billing and the

application of Geographical Information System (GIS) to receive real-time

data for the detectiorof bursts and lcakages among other measures' The
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Auditor-General to review the imprementation of the measures put in prace
to mitigate the Non-Revenue Water and provide a status update on the
matter in the subsequent audit cycle; and

the Governor of Kirinyaga County to collaborate ryith the Ethics and Anti_
Corruption Commission to ensure pre-emptive measures are put in place to
reduce cases of theft and illegal connections.

tl

13: Expired Water Tariffs
The company has been operating witrrout an approved water tariff structure from the
water. services Regulatory Board (wASREB) with effect from 20r9DO2o financial
year upon expiry and which have to date not been renewed.

In the circumstances, the non-updpting of. the water tariffs resurts to lower revenue
sheams in addition to the lower customer deposits which may be inadequate to cover
for unpaid bills in case ofdefault.

Management Response

The company initiated process of tariff renewafapplication in the year 20r g. This was
followed by a series of activities which involvedrwASREB as regulator and on 9s
March 2022 public participation was carried out after gefting clearance from wASREB.
After that the process was under wASREB until 3d February 2023 when it was gazetted
by WASREB. Currently the company has effected the newly approved and lazetted
tariff structue for the period 2022/2023 to 2024/2025.

Committee Observations .

The Committee observed that-
i' the company operated without an approved water tariff structue from the water

Services Regulatory Board (WASREB) since 2019/2020 financial year upon
expiry of the tariff.

ii' The company made an application for new tarifrs in 201g, and the process was
finalized on 3'd February 2023 when the new tariffs were gazette by WASREB.

Corumittee Recommendations
Noting the mitigation measures taken by the company, the Committee
recommends that the matter be marked as resolved.

l4: Non-Renewal of License
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The company has been operating without a License from the Water Services Regulatory

Board (WASREB) with effect lrom 20 May 202I upon expiry and has since not been

renewed contrary to tne wat"r eci 2016, section 72 (c), which gives *ASREB the

mandate of setting ti""n'" 
"ot'ditbns 

and accrediting Water Service Providers'

In the circumstances, the management was in breach of the law and is operating without

a license.

l^r5T;;:'J}:'llli"",** ** "n 
interim ticense issued by the regulator on 206 Mav

2019 for a period of t*o y"ut'-up to 
'e'n 

lauy 2021'According to WASREB' renewal

of licence is supposed ,o b" don. 5 months before expiry of existing licence. The

company apptied for ri""nt" 'Jnt*ul 
on 22"d November 2019'WASREB as regulator

and on 17,h March 2022 wAs;; "onirct.a 
puufic participation on issuance of license

and consequentlv a new n;-;;l;;;t" io' tn" p"tioa from 156 December 2022 to

15th December 2027 was i"*i' ntt 
"otpany 

therefore is operating under a valid water

service Provision License'

Committee Observations

The Committee observed that-

i. the company opttut"'d- *ithout a valid license' during the period under review'

contraryto section 72(c) of the Water Act ' Cap312'

ii. The company has since acquired a valid license from the Water Services

Regulatory Board (WASREB)'

Committee Recommendations

Noting the mitigation -t"t""t taken by the company' the Conmittee

.""om"-"nd, that the matter be marked as resolved'

15: Flat Rate Billing

Note 10 (a) to the financial statements reflects Kshs 150'874'825 in respect of income

from billing of customers' However' analysis ol the customer's records indicates that

the company had a total "f 
l';;;;ti;connections-as.at30 June 2021' with 10'368

being metered with each b"i;;;;;; flut tate of Kshs 250 per month inespective

iiil':["J[.'lilor],n" "tu'rine 
or customers at a flat rate mav result into loss or

revenue for the comPany
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Management Response
According to the company water tariff structure the charges are determined by the
volume consumed by customer. A consumer is charged u flut .u,. of Ksh. 250 for
consumption of between 0-6 units. charges for any additional consumption is charged
depending on volume consumed. The 10,36g accounts in questions consumed between
0-6 rurits. Hence they were charged as per the company,s approved water tariff
structure.

Committee Obser.vation and Recommendation
'fhe Committee observed that the 10,36g accounts that were charged a flat rate ofKshs. 250 were billed. as per the water tariff structure at thai time ihrl i*
Committee recommends that the matter be marked as resolved.

l6: Duplicate Water Meters
Note l0 (a) to &e financiar statements i'eflects Kshs r5o,gr4,g25 in respect of income
from billing of customers. However, included in the balance are "r,i,,il ,;,;;;;;;;;
Kshs' 324,765 from four.hundred and fony (440) duplicate warer meters that are active
in the water supply system but had.only one account-billed for revenue purposes.

In the cfucumstances, the pharging of customers at an estimated rate for the duplicate bils
may result to loss ofrevenue.

Management Response
According to the. company's register the total number of registered connection is
43,345 what varies is the identification of account due to changl of ten^r", i* r"r,^i
houses The report on registered cormection normauy gives the original registered
connection while report on account wiu indicate totar number ofregistered con,"ction
inclusive of change of tenaucy accounts. Therefore, there are no duplication of the
accounts in our database since each account has a unique identification number and its
tied to a specific location on ground llrough GIS mapping.

Committee Observations
The committee observed that the company had rour hundred and fbrty (440) dupricated
meters due to change oftenancy for rental houses but onry one account ofthe duplicates
was billed, thus there were no duplicate accounts.

Committce Recommendations
Noting the clarification made by the ntanagement of the water company, the
Committec recommends that matter be marked as resolved-
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l7: Non-compliance with the Law on Fiscal Responsibility on Wage Bill

Note 12 reflects Kshs SZ,OO+,607 in respect of personnel.costs However' this represents

about 53% of the total op"nait*" of f'frs' 176'214'596' and is higher than the

recommended threstrota of f SX in accordance with the Water Services Regulatory Board

In the circumstances, the excess personner costs lnay negativery impact on the company's

profitability and sustainability of serui"es if measures are not put in place to contain the

(WASREB) guidelines'

cost within the accePtable level'

within the set benchmark.

Management ResPonse

The company had a staff establishment of 159 staff where technical department had a

total of 107 staff and support staff were 52 in the FY 201912020 ' Since the company

offersessentialservicewhich'"Ouit"'to'"technicalstaffforefficientpublicservice
delivery therefor. it', irnpotturrito retain the total number of 157 staff' As per WASREB

bench mark guideline, tf'" 
"otp--y 

*us at 57o staff per thousand connections which is

The company has put the following measures to attain 35o/o as per the provisions of

Regutation 25(l) (a) and @) of the Public Finance Management (County Governments)

Regulations, 2015.

-Increaseinwatercoverageratiowithoutincreasingworkforce.
- The current Cge is Ua;d on performance which will ensure the staff salary

increment is commensurate on revenue growth'

- Improve on collection efficiency'

The company strategic planzI2l/zOzihas set road map on company revenue groMh'

Committee Observations

The Committee observed that the financial statements reflected Kshs 92'664'607 in

respect of personnel costs, which about 53% of the total expenditure of Kshs'

176,214,596,and is higher than tt'" t""ornrn""aed threshold of 357o in accordance with

the Water Services Regulatory Board (WASREB) guidelines'

Committee Recommendations

The Committee recommends that the Committee

to adhere with the provisions of regulation

management (County Government) Regulations'

recommends that the ComPanY

25(1) of the Public Finance

2015 which limits the wage bill
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to thirty -five percent (35%) of the totar revenue and estabrish a rean staff
complement,

Committee Rccommendations
The Committee recommends that-

i. the accounting officer adheres to scction l9(3) ofthe Employment Act,2002
with regards to the one-third rure on basic sarary. The Auditor-Generar to
monitor the matter and provide a status update in the subsequent audit
cycle; and

ii. The matter bc marked as unrcsolvcd.

18: Failure to Adhere to the Third rule on Basic salary
A review of .the company payroll reflected that the company deducted .amounts of
Kshs.l6,550'260 from its 159 emproyees in the process exceeding a third of their.basic
pay contrary to Section lg(3) of the Employment Act,2007 which states that without
prejudice to any right ofrecovery ofany debt due, and notwithstanding the provisions of
any other w tten law, the total amount of a deductions which undei the irovisions. of
subseetion (1,), may be made by an empioyer from the wages o-f his employee at any one
time shall not exceed two-thirds ofsuch wages or such addltionar or othlr amount as may
be prescribed,.by ,the. Mi.ister either generalry or in reration to a specified emproyer or
employee or class of employers or employees or any trade or industry.

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

Management Response.

During the period under review, The National Govemment granted tax relief to all
employees as part of the coVID- 19 Containment ."asrres. Enrployees utilized Je
resulting increment in the net salary to apply for roan fhc ities witri financial
institutions. on the expiry ofthe tax relief, the total deductions for the officers exceeded
the two-thirds stipulated by the law. Curently the company is in compliant

Committee Observations
The Committee observed that a review of the company pryroll reflected that the
company deducted amounts of Kshs.16,550,260 from its 159 employees in the process
exceeding a third of their basic pay contrary to Section lg(3) of the Employment Act,
2007.
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19: Ethnic Staff DiversitY

The company had 159 employees as at 30 June 202

or 92 o/o are from the dominant ethnic Community'

Section 65(e) of the County Govemment Ac

Govemments to ensure that at least thirty percent o

filled by candidates who are not from the dominant

I . However, 147 members of staff

This contravenes the provisions of

t, 2012 which requires CountY

f the vacant posts at entry level are

ethnic communitY in the countY'

In the circumstances, the management was in breach of the law'

Management ResPonse.

Mostofourstaffwererecruitedduringthecompany'sinceptioninyear2006when
Section 65(l)(e) ofthe County Governments Acr' 2012 was not in place'

During the year under review the COMPANY BOARD advertised for various positions

in Kirinyaga Water and sanitation company website and newspaper of national

circulation clearly indicating that the company is an equal opportunity employer and

received responses lrom interested applicants'

However, most of the appticants were from the dominant community resulting in

employment of targe population from the same communities'

It also important to note that most of the staff in the Company were inherited from

National Water which had a staff establishment that was dominated by the local ethnic

community in the ComPanY.

The Company Respects Section 65 1(e) of the County Government Act' 2012 and is

working towards meeting the legal requirement for diversity Currently the Company

it's at 3% and undertake to improve despite the recruitment challenges'

Committee Observations

The Committee observed that 927o of the staff are from the dominant community which

contravenes the provisions of Section 65(e) ofthe County Government Act' 20i2'

Committee Recommendations

The Committee recommends that-

i, The Board and the accounting officer makes deliberate efforts to

progressively comply with section 65 of the County Governments Act'2O12

which provides that at least thirty percent 307o of the vacant posts at entry

level be filted by candidates who are not from the dominant ethnic

communitY; and

ii, The Board and the accounting officer to make deliberate efforts

progressively in the endeavor to comply with section 7(l) and (2) of the
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National Cohesion and Integrity Act, 2008, which requires that public
establishments shall seek to represent the diversity of the people of Kenya
in employment of staff.

20: Non Gazettemeut of Board of Directors
The company had 7 board members serving during the year ended 30 June
2o2l.However, the board of directors have to date not been gazetted contrary to
Mwongozo 2015 chapter one, 1.ll which states that each board member shall be
formally appointed to the Board through a Gazette notice and theieafter an appointment
letter.

Management Response.

In appointment of the directors, the company was guided by companies Act 2015,
WASREB corporate Governance Guideiine 3.4.5 and memorandum and articles of
association.

However, the auditor's observation haq brqgghl the company's into attention on cited
requirement in Mwongozo.guideline and will be subsequently comply with it.

Committee Observations
The cornmittee observed that the company failed to gazette the board of directors as
required by chapter one olthe Mwongozo Guidelines 201.5.

Committee Recommendations
The committee recommends that the Accounting officer ensures the water
company fulfils the requirements by the Mwongozo Guidelirres 2015 on the
Gazettement of the Board of Directors.

2l: Long Outstanding Staff Imprest
Note 4 reflects Kshs. 136,965,069 in respect of receivables of which includes ofKshs.
4,572,727 in respect of staffdebtors as at 30 June 2021. However, included in the staff
debtors are long outstanding imprest of Kshs. 3,847,01I that have remained
unrecovered for periods beyond six (6) months.
Further, eight (8) officers were issued with more than one imprest totaling Kshs.
1,418,770 without surrendering the earlier issued implests. This is in contravention of
section 92(8) of Public Finance Managcment (county Govemment) regulations which
requires an accounting officer to ensure that no seconci imprest is issued to any officer
before the first imprest is surrendered or reeovered in full from his or her salary.
In the circumstances, the Managemcnt was in breach of the law.
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Management ResPonse

After implementing control measures the company' long outstanding unsurrendered

imprest reduced from Kshs' 3,847,011 to Ksh l'544'338'

The imprest of eight officers issued with more than one imprest totaling Kshs l'418'770

have been accounted fullY.

Committee Observations

The Comminee observed that-

i. some of the water company's staff had long outstanding imprests totaling to

Kshs.3,84T,0llwhichhadbeenoutstandingformorethan6months.
ii. Eight (8) officers were issued with more than one imprest totaling Kshs

1,418,7'./0 without surrendering the earlier issued imprests contrary to section

92(8) of Public Finance Management (County Government) regulations'

Committce Recommcndations

The Committee recommends that-

i. the Accounting Officer to take immediate action to rccover the

unsurrendered imprests amounting to Kshs' 3'847'011 from the defaulting

officer with interest at the prevailing Central Bank rate failure to which thc

Accounting Officer commits an offence under regulation 93 of the Public

Finance Management (County Governments) Regulations' 2015; and

i. The Accounting Officer ensures strict adherence to Regulation 93(5) of the

Public Finance Management (County Governments) Regulations' 2015'

which requires holdcrs of temporary imprests to account or surrender them

within seven (7) working days after returning to the duty station;

The accounting officer complies with section 92(8) of Public Finance

Managcment lCouoty Government) rcgulations which rcquires an

accounting oflicer to ensure that no second imprest is issued to any officer

before the first imprest is surrendered or recovered in full from his or her

salary; and

.

iii. The matter be marked as unrcsolved'

22: Long Outstanding Trade Creditors
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Note 9 (a) to the finalcial statements reflects Kshs. 96,911,065, in respect ofcreditors and
accruals which includes Kshs. 75,577,334 in respect of trade creditors. However, trade
creditors include an amount ofKshs. 3,480,000 in respect to outstanding audit fees payable
to the office ofthe Auditor-General which has been outstanding since 200612007 financial
year. This is contrary to section 4l(l)(c) of the public Audit Act, 2015 which states that
the funds of the office of the Auditor-General shall consist of audit fees charged at the
rates prescribed by the Auditor-General.

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

Management. Response
The company had a discussion with the office of the auditor Generar and agreed on
payment plan dated 25th May 2021 of ksh. 100,000 per nonth in order to settle the
arrears. The company has so far paid Ksh. 800,000.
Committee Observations
The committee,observed that,the company entered into a payment agreement with the
Auditor.General in order to clear the_ outstanding audit fees. of Kshs..3,416,000.

Committee recommendations
The committee recommends that the Auditor-General to review the company's
compliance to the repayment,plan. and give a status update of the same to the senate
during the subsequent audit cycle.

23: Non-Payment of Corporation Tax
As reported in the previous year, Note 9(f) reflects Kshs. lg6,3g6 in respect of taxation
relating to tax payable for the 2018/2019 financial year which has not been remitted to the
Kenya Revenue .Authority to date. Further, the company has not filed tax retums since
incorporation in 2006. This is contrary to section 92(A) of the Income Tax Act, 2012
which states that "where any person is required to fumish a retum under section 52B, the
tax chargeable there under shall be due and payable on the last day of the fourth month
following the end ofthe year oiincome or accounting period.

Management Rcsponse
The process is ongoing to ensure the company is compliant with KRA.

Committce Observations
The committee observed that the financial statements reflected Kshs. l g6,3g6 in
respect of taxation relating to tax payable for the 2018/2019 financial year which has
not been remitted to the Kenya Revenue Authority to date. Further, the company has
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not filed tax retums since incorporation in 2006

the Income Tax Ac|,2012.

This is contrary to Section 92(A) of

Committee Recommendations

The Committee recommends that-

i. The Accounting Olficer complies with section 92(A) of the Income Tax Act'

Cap.470 on payment of tai and Section 22(2)(a) of the Public Finance

Management (Coutrty Government) Regulations' 2015' which provide that

the accounting officer to comply with any tax' levy' duty' pension'

commitments and audit commitments as may be provided by legislation;

and

ii. The Board of Directors to surcharge the Accounting officer for any

penalties or i.nterests that may accrue due to late payment of corporation

tax.

24: Filing of Annual Company Returns

The company *as inco.poratei under the Companies Act Cap 486 of the Laws of

K"nyo. tio*!r"r, it has not been filling annual retums to the registrar of Companies

"orOury 
to section 125 of the Companies Act which stipulates that every company

having a share capital shall, once at least in every year' make a retum' and the said

return shall be in the form prescribed and shall be submitted on the fourteenth day after

the date ofthe annual general meeting'

Consequently, the company by not paying taxes and filing annual retums was in breach

ofthe law and is exposed to fines and penalties'

Management rcsPonse

The company has been illling returns to the registrar of the company find the attached

company CR12 and filed return to the Registrar Company'

Committee Observations

TheCommitteeobservedthatthecompanyhadnotprovidedthesupportingdocuments
on fiting of retums for the year under review during the time ofaudit'

Committee Recommendations

The Committce recommends that-

i. the Accounting Oflicer complies with section 125 of the Companies Acl

2015 which stipulatcs that every company having a share capital shall' once
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at least in every year, make a return, and the said return shall be in.the form
prescribed and shall be submitted on the fourteenth day after the date of
the annual general meeting and Section 2Z(2)(a) of the public F.inance
Management (County Government) Regulations, 2015, which provide that
.the accounting officer to comply with atry tax, tevy, duty, pension,
commitments and audit commitments as may be provided by legislation;
and

The Board of Directors to surcharge the Accounting Oflicer for any
penalties or interests that may accrue due to non-filing ofannual returns.

25: Information Technologr and Communication (ICT) Control Weaknesses
As reported in the previous year, the company does not have an approved ICT policy,
security policy, environmental policy and Information Technokrgy (IT) continuity,plan,
<iisaster recovery plan and risk assessment policy.

In. the, circumstances, the lack of an approved ICT policy may lead to the .data
confidentiality, accuracy, reliability, integrity, and availabitity being compromised.

Management Response

currently the company has an approved ICT policy which comprises Security policy,
Envir6nmental policy and IT continuity plan, Disaster Recovery plan and Risk
Assessment Policy.

Committee Observation
The Committee observed that the company did not have an approved ICT policy..

Committee Recommendations
The committee recommends that the Board of Directors ensures that the water
company puts in place all internal control systems such as the Internal Audit
committee as provided under section 155 (5) of the public Finance Management
Act,2012, and a Risk Management Policy as provided under section lSg (f) of
Public Finance Management (County Governments) Rcgulations, 2015 among
others to guidc the internal operations of the water company. Further, the
managements to submit evidence of the same to the Auditor_General for
verificationl and
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26: Lack of Entcrprise wide Risk Management (ERM)

ThecompanydoesnothaveanEnterprisewideRiskManagement(ERM)inplaceor
Risk Management Policy and Framework (IRMPF) to guide its strategic and operational

activities contrary to Public Finance management regulations 2015' Section 165 (l)

which requires that' The Accounting Officer shalt ensure that the govemment entity

develops- (a) risk management st'ut"git'' which include fraud Prevention mechanism;

and (b) a system of risk management and intemal control that builds robust business

operatlons

The company may not be having an adequate fraud prevention mechanism and a system

ofrisk management and intemal control that builds robust business operations. Further,

the management was in breach of the law'

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330' The

standards require that I plan and perform the audit to obtain assurance about whether

effective processes and systems of intemal control' risk management and overall

,o,r"rnun". were operating effectively, in all material respects' I believe that the audit

evidencelhaveobtainedissufficientandappropriatetoprovideabasisformy
conclusion.

Management ResPonse

Currently the company has an approved Enterprise wide fusk Management @RM;

whicn will assist company in guiding its strategic and operational activities'

Committee Observation

TheCommitteeobservedthatthecompanydidnothaveaRiskManagementPolicyand
Framework (IRMPF) during the time of audit' but was later developed'

Committee Recommendation

The Committee recommends that the Board of Directors ensures that th€ water

.o-Ouo, puts in place all internal control systems such as the Internal Audit

Commitiee as provided under section 155 (5) of thc Public Finance Management

Act, 2012, and a Risk Management Policy as providcd-under section 158 (1) of

Public Finance Marr"g"-"nt (County Governments) Regulatious' 2015 among

others to guide the internal operations of the water company' Further' the

managements to submit cvidence of the same to thc Auditor-General for

verification.
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CHAPTER FOUR

Rf,PORT ON THE AUDITED FINANCIAL STATEMENTS FOR MALINDI
WATER AND SEWERAGE COMPANY LIMITED FOR THE FINANCIAL
yEAR 2020/202 t

The Govemor of Kilifi county Hon. Gideon Maitha Mung'aro, oGW, appeared before
the Committ'ee on ,Ihursday, 27,h April,2023 to respond (,ndEr oath) to audit queries
rai'sed in the Report of the Auditor-the General on Finaricial statements for Malindi
water and sewerage company Limited for ttre year ended 30rh June, 2021. He was
accompanied by-

The Malindi water and sewerage company Limited is who y owned by the Kilifi
County Govemment.

REPORT ON THE FINANqIAL STATEMENTS ". '. ' 
-

The Auditor-General rendered a'qualified opinion on the Financial statements of the
Malindi water and sewerage company Limited for the financial year 20 20/2021 on the
following basis - .: ,

Unreconciled Refundable Customer Deposits

The statement of financial position and as disclosed in Note 34 to the financial
statements, reflects customer . deposits balanqe of Kshp. 56,71 7,564. Ho,wever,
suppoding records ,provided fgr aqdil rgview.indicated related p.q!! balance of Kshs.
172,996 as at 30 June, 2021, resulting to u*".on"il"d and unexplained variance of
Kshs. 56,544,568.

ln the circumstances, the accuracy and coinpleteness of the customer deposits balance
of Kshs. 56,717,564 could not be confirmed.

Management Response

The management provided a copy of the customer Fixed Deposit Register showing the
customer deposit amount of Kshs. 56,717,564 as at 30 June 2OZl. Further, the
management indicated that the variance ofKshs. 56,544,56g was yet to be transferred
to the Fixed Customer Deposit Account from the Revenue main account.

i). Mrs. Yaye Shosi Ahmed
ii). Mr. Omar Said Omar
iii). Mr. Isaac Chibule
iv). Mr. Ezekiah Nguma Mwarua

. CECM. Finance Economic planning

- CECM' Water

- Ag. Managing Director
: County Chief Officer -Water
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The management also indicated that all monies were received and banked in the main

revenue account una ,uur.q.,"lrtf ir*r*""d to deposit account to refund what was

spent from the deposit uccount i'it 'unu'"rntnt 
provided evidence of the amounts that

rJ*" n"a as at March 2023' that stood at Kshs' 5'165'305'

Committee Observations

The Committee observed that -

i). evidence of refund of Kshs 5'000'000 (shs' 1'000'000 Monthly) was

''' 
orou,a"o to the Auditor-General and verified; 

. -

ii). the Accounti"g o;;t ;i; not provide evidence to indicate that the

unreconciled uutun." of Kshs. 56,544'568 was held at the main revenue

account and that it awaited transfer to the Customer Fixed Deposit Account;

iii). no repavme"t p;;;;;uid"d fo'-uudit by,the Accounting offrcer to

demonstrate how the balances were to be cleared; and

iv). no Customer Deposits Management Policy was in place'

The querY remains unresolved'

Committee Recommendations

The Committee recommends that -

i.theAccountingofficershould,within60daysoftheadoptio.n'ofth-is
report, submit to itt" at'aitor-General a repayment plan with clear

timelines for the repaymcnt of the customer deposits;

ii. the Board "f 
D;;;;t should put in place a Customer Deposits

Managemcnt t'i"Vi" g''4" oo n"""t" utilization and refund the money

within specified ;;;"iit"";' Further' theAccounting officer should ensure

that there is full disclosure to the water company's customers on the

utilization of the dePosits; and

iii. the Accounti'g ;il;;' should enst're that elt customer deposits are

deposited in a fixed/call account whose access to the management is

limited and wherc the accrued interests can be used to offset the bank

charges' Th" At;;";;; officer shoutd submit evidence of the same to

the Auditor-Get1t'i *tiott 60 days of the adoption of this report for

verification; and

iv. the Auditor-C"netat to review the matter and submit a status report in

the subsequent audit cYcle'

EmPhasis of Matter

Material Uncertainty Related to Going Concern

6olPage



During the year under review, the Company reported a net profit of Kshs. 9,244,975(2020: Loss of Kshs. 45,646,359), resulting in a cumulativ" .;;;; ;;"li';;
Kshs.395,195,690 as at 30 lrne,2021 6strs. +Oa,++0,656 2Otgl2O2O). Further, thecurrent riabilities of Kshs. 7gg,5r2,go7 exceeded the c.rrent assets barance of Kshs.444,688,056, resulting in a negative working capital of frfrr. ;l,A2af5;'d;;.
379 

'595,02620t912020), anindication that the company may be experiencing financialdifficulties in settling financial obligations us -d *h"nlth.y may fall due.

The existence of the above materiar uncenainty casts significant doubt on theCompanyr5 abilily to pontinu,e as a gging. cglrgua. ig,9 nr;r"i"rri"i"^il;;;
nrenaredln a qoyng concem basis on the assumption that ihe 

""*J*;iil;;il;;;receive financial supporr frgm the. lounty covemment or rcitiif-it, ;;";l;;;
bankers. However, this materia!_ rn"..tuinty in retation ," ,"*';;; ;;mitigating measures put in prace by the company to reverse the r-tidesirable n.".",,position have not been disclosed in the financial statements.

Management Response

'rhe management submitted that the uncertainty was due to negative working cash flowand indicated tkit they. were undertaking the frillowing rnitigation measure;

i) lncrease watcr coverage in.the area to increase revenue base through the on-
__ 

going Network Expansion and Efliciency Improvement Initiatives.
rr)' Appried for a cost-effective tariff on No objectic-rn on tariff apprication.

iii). Undertake .qfficignl measures like furtller reduction of water loss (non_

. . .."y:nu. warer.losp) througll N\.! interveniions in progress.
iv) Address the historicar debt issue with the coast wut"i-wo.t, Deveropment

Agency (formerry coast water services Boara) with a possibility 
"i;i;off.

They further indicated that the water company was undertaking the utility Tum Aroundprograrn on performance improvement.

Committee Observations

The committee observed that the query had recuned fi'om the previous financial years
and that it rcmains unresolved as _

i). whereas the company realized a net profit of Kshs. g,244,g75 in the year
under review, it had a ncgative working capital Kshs. 353,g24,g51 ore. the
same period meaning thal the company could not settle its financial
obligations as and rvhen they fhlt due;
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ii)thewater""*r"ll.l:.J"",H:ly;:'*',"#e"ffi 'i:iltril'::.-i:
dePendent on conttl

creditor; and r-^^ L" +l"a 
'^mnanv 

to reverse the undesirable

iii). mitigating measures put in place by the Company I

financial position were inadequate'

Committee Recommendations

The Committee recommends that -

i). the Governor of Kilifi County should take keen interest in the

management "ra 
oi"."tion, of the water company in line with Article

,r. l;: fl":t"'"',ilTilill:'il;",. pr"pn': :'l ::: -" QuarterrY rePorts in

regard to tnt nooo"i'i ""J 
non-Iinancial status of the water company ltr

line with t""ti"" 1;;;;;;; *"it" rio'nt" Manasement Act' cap 4l2A;

iii). the Counfy g*t"tit"i""" clrn*iu* Member in ch"'g" of watcr should

take futl t"',"""iti"' iot tot'ito'iog the financial performance of the

countv corpora;;"it';;";';iti '"lttoo 
184 of thc Public Finance

M anagement o";;; iiin *o'".t' * l'',' l".oiltt 
tir:li. Hil:;

through the County Executive Committee in I

the constitutioni -,.^"'' "ndnrfake annual reporting on county
iv). the County Treasury should undcrtakc.ann

Corporation 
"clri;ig;;;'sessment 

of the commercial viability of the

company i" li"";il;"h; 't*a"tat 
set by the water Service s Regulatory

Board under se"i"t iit'l of the watcr Act',can 372; and

v). the Account'" ;;;*;';;"tu' louoto 60 aavs of the adoption of this

report, put 
" 

n'I*''it"G" "od 
iooou'ti'e measures for recovery and

toboostthefinancialheatttrofthewatercompanyforself-su""t-'-1t^tlll;
Additionartv' ttffi;;;;;;;' i"''"*^' :*'[::11ffi;:I ;:lfl :J':
existing assets and have updated assets regl!

financial po'itio"'l 
-*tih"n 

management to determine and ascertain

their commcrci;i#il;t r"qoiL"d by the Public Scctor Accounting

Standards Board (PSASB)'

Other Matter

The following issues were raised by the Auditor-General under Other Matter -

l;IiLliil,ll.fIffii,""l*"i';fJilllill'yi'"ilynts,renectsrevenuerinarbudget
and actual collections on cot;;;;;;t 

" 
f Kshs 996252"351 and Kshs' 742'619 '923

respectively, resutting to a revli'" 'n"ii"'i "'* 
shs'253'632'42801 25% ofthe budget
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Similarly, the Company expended Kshs. 794,393,565 against an approved budget ofKsh.s 996,252,351 , resurting to an under-expenditrue of 
"Kshs. 

2or,g5g,ig6 or 20o/o ofthe budget.

The revenue shortfa' arrd under-expenditure had negative impact on the planned goarsand objectives of the Cornpany.

Management Response

The management submitted that the shortfall in the budget was because of majorcustomers, who are mainty the hotels reducing on o*Jur. of water because :of low

H.ffi:fi.T 
industry. The under expendit ; *ur'b.*;; of lciw revenue coltection

The management fi.rther stated that they would review the budget in the mid_yearappropriately to reflect the actual ,"u"nu" ,o Ue co 
"ct"a 

ana tne exp"naiture costs tobe'incurred. The management acknowledged rh"t..t;;;;;r was an ambirious one tostretch the menagement in serving thc residents.

The Com-rnittee observed that the query hacl recurred from the previ6rr5 financial yearsand thht it remains unresolved as _

Committee Ohseryatious

Committee Recommendations

The Committee recommends that _

i).the water company had a revenue shortfall of Kshs. 253,632,42g or 25%o ofthe budget and an under-cxnend irr rre ^t ""*" 
.,", 

"IJ'-budgetwhich.o,rdi;;;j5"^1;H:.:j,:',f;,1'j::tjiljffi :filjjl:company's plans; and
ii).the Accounting Officer admitted that the approved budget was ambitious,casting doubt on the water r

theAccountingorn"".aia'lT,pffi f 'lH.:T'I"iH,"J,il;:":,#:;
revenue.

i. the Accounting Officer shoultl comply with regulation a2(l)(b) of thePublic Finance Management (County Governrn"irl n"grr",,"ns, 2015 on
-. 

exerting budgetary control measuresl
ii.the Board of Directors should institute proper and realistic budgetplanning as well as measur

asrevibwof tarif fs,",,,;:il",":lH:J',:,".:"T"":.1*r,:;;1",,"'.,::
address revenuc leakages. The Auditor_G"n".rl--,o confirm the
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effectiveness of the mitigating measures put in the water company and

."0"., * thc subsequent audit cycle'

1,.*$::i:Ji:ff T,Y:':::ained unresorved: yll:*"*"n' has not provided

."^on, fo, the delay 
'" 

*'"'"'t''*"^;;;'*' audit issues] 
:S5t'ii""ffi',"t';;t

ffi;; irru", u'" not disclosed under the progress 0

recommendations section of the financial statements as required by the Public Sector

Accounting Standards Board'

Management ResPonse

The management included the progress on prior year audit issues in the financial report

ended 30 June 202r on page oi^"-"?i"* ro on progress of Auditor recommendations'

committee observations 
vear audit issues had been

The committee observed that a progress report-on 
'""'i;";; o;;ries were still

provided by the management for audit review' However' t

t""ir""u"t 
and thus the query remains unresolved'

Committee Recommendations

The Committee recommends that the Accounting Officer should resolve any issues

resulting from an 
"oait 

tnat r"-"ins outstanding a^s required by section 149(2Xl)

of the Public Finance *;;;;;;;; *t' t"o ltze; 'na the Auditor-Generar

nrovides a status 'OO*" "i 
t"*''-*t"t' "'"dt 

on the matter in the subsequent

I"iti "r"," upoo t"ui**" of the progress report'

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC

RESOURCES

Pursuant to Article 229 (6) ofthe Constitution' based on the audit procedures performed

by the Auditor General' ;";il;;;;tters formed the basis for conclusion that

public resources were not applied lawfulty and in an effective way -

l;JltliJl,l't"l;;fJ,:i::'-'"n and as disctosed in Note 32 to the nnancial

statements refl ects trade "* "";';;'"*sialance 
o-f Ksh:::13:1ff,t# :il1l

il;.ouni ;*ths 587,812'801 relates to long outstandrng c

days ord. rhis is contrary tJ;::;;;;";;"; t'i 
:l*: 

*"l""l1::l *:
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sewerage company Limited Accounting and Finance procedures and policies Man,al,2015 which provides that, a, riabirities are reviewed on u r*ntt ty basis to ensure theCompany is able to honor its obligations as and when *", a,, O*.
In the circumstance, Management was in breach of the law.

Management Response

The management submitted that trade and other payables amount ofKshs. 662,202,655rncruded Kshs' 547,562,475'75 to coast water works oe'etopment Agency (formerlyc1a31.fater Services Board). The management arso added-that the Board oversaw rheestablishment of an appropriate tariffto recover costs for trre water services providers
as well as pay for its creditors, which includes court wut". works DevelopmentAgency.

1'he management admitted that the water company had not been able to pay in full allits creditors due to inability to cover alr the costs over the trading period reading to anaccumulation of the debts cver the period. They also acknowledged the issue as achallenge that they would overcome over time when the company recovered its costs.They provided a statement indicating payment -or"-.""n, to coast water worksDevelopment Agency for scrutiny.

Committee Observations

The Committee observed that the query remains unresolved as _

i). the Accounting Officer admitted that the watr
charenges thaiimpaired .n; ;;L;;;"", ffi;:ii:llr11#i::T:
when they lell due; and

ii). measures to improve revenue to enable the water company to tackle thepayables were not provided; and
iii). a repayment plan on how the outstanding payable to Coast Water Works

^ 
Development Agency would be paid was noi proviaea.

Committee Recommendations

The Cornmittee recommends that _

i). the County Executive Committee Member in charge of water shourdcontinuously monitor the financial performance of the water compaDyin line with section lg4 qf the public Finance Managcment Act, Cap4l2A and report on. the same to the County Executive Committee,making recommendations on how the rnate. 
"orrprry can improve itsperformancel
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ii). within 60 days of thc adoption of this rcport':1:.-:on"toot of Krliti

"' ail;;;iJ "*"*t t* t""t 
water works Development (rormerlv

Coast Water Services Board) and agree on a-repayment plan and frle a

report on the same '"itf' 
tn" euOitot-General for verification' Auditor-

General to provide 
" 
tt";;;;;;;"n the matter in the subsequent audit

,,D.;l:'"1::l""ting officer should ensure total compliance with the

Company's Accountiug and Finance Procedures and Policies Manual'

2015.

3",tJr'li:"J:::}|":H:lIT,:J,1'J['o,"punv 
aia,,othave acurent approved tarirr

structure fiom the Wut"t S"*l"tt R"gutatoty Board' tonouty to Rule 32(2) of the

Water Services Regulatory o'it 
'Oii' 

*ntch require that all licenses to contain the

period in which such t"'ifft ;;;; adjusted at.least once in every ttree years'

Information available 't'o*' 
tt'uiif'" Comp^y *ta the approved tariff structues for

the period 2017/2018 to 20L9Do2O ' The Management application for a review and

;;;;;i;, *- tariffs had not been acted o nas of Jarrt;arv'2022'

In the circumstance, Management was in breach of the law'

Management ResPonse

The management submitted that the water company had initiated the process of tariff

aoolication which was "' "" "iJ""""J 
tog" rn"v added that the tariff application

:::#ilt ffi, n""o'"a o"*t' ov ttre 
'eluutor 

unlike previouslv where it was done

through Coast Water Services Board'

TheCommitteeobservedthatthequeryremainsunresolvedas-

i).the water company used unauthorized tariffs for the period under review contrary

to rute 32(2) of the Water Services Regulatory Rules' 2012;

ii).the management haa iniiial tariff review and approval of new tariffs' but it had

not been acted on 
^. "i,"."*, 

,o 22 and no explanation was provided for the

Committee Observations

delay

a

Committee Recommendations
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The Committee recommends that _

i). within 60 days ofthe adoption of this report, fhe Accounting Officer, andthe. Watcr Services Regulatory Board (WASREB) should finalize thetariff review and apprdval of the new tariffs and submit evidence of thesame to thc Auditor_General for verilication. The Auditor_G".".r,',"
__. 

provide a status update on the nlatter in the subsequent audit Cycle;ii). the Accounting Officer should that tariff adjustm'ent is undertaken asrequired by Water Services Regulatory Board (WASREB) TariffGuideline,'202j; arid l

iii). in line 'with th" WA,SREB Tariff Guidetin e, 2023, WASREB should
lnsuye 

total comirliance with guidcline 4.0 on the lariff Adjustmcnt
Proc'ess which provides that tlie process sharl trk" 

" -r*i-um of siimonths from the r'eceipt of a 
"o.pl"," "ppli.;;;;.'- 

'

RETORT ON EFFECNVENESS OF INIERNAL CONTROTE RISK MANAGEMU\ITANDMVERNANCE

Pusuant to section 7(l) ofthe pubric Audit Act, based on procedures performed by theAuditor General, thp foll.wing matter foqrqd 
!t-r.e uasis ror conclusion that intemarcontrols,riskmapagementandoyerallgovemancewerenoteffective

Over-Commitment of Staff Salaries

The statement ofprofii or ross and other comprehensive income reflects administrativecosts of Kshs'346,3g1,673 as discrosed under Note lr to the financiar statements.Included in this amount are staf'f costs of Kshs.l g5,l0g,l66 paid to two hundred andfour (20a) employees both in Management, unionisabt" una t"rnpo.u.y employees.Review of the net salaties and other staff dues reveared that officers committed theirsalaries beyond two thirds (2/3) oftheir basic Salaries, contrary to Section c. r (3) ofthePublic Service Commission Hunan Resources policies *d p.o."arr". frlunr"f, fra"y

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

Management Responsc

The Management acknowredged that some staff had exceeded the l/3 rule under thePublic Service HR policies and procedures. The management indicated that they hadput thc rerevarlt staffon notice, giving them a deadline flr the financiar y ear 202r/22 toclear of the breach l'hey further indicated that managemen, .on,.o,, were in prace toensurc the mattcr does not happen again,
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The staff memo on the directive was provided for lcrutnl' 
AII personal staff pay roll

deductions were approved at Management level kfore being effected'

The Ccimmittee observed that the query had recurred Uot.}" previous findnc'ial years

and the managemeot took remJial'-""'*"' tr'"t *"re verified by the 

'Airditor'-General

Committee Observations

and considered the query resolved'

Committee Recommeudations

deductions on the basic salarY'

The Committee recommends thet the Accounting OIIicer should comply with

section 19(3) of tne fmpfoym-eoi i C+ zzS regarding the one third rule on the

t
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REPORT ON THE AUDITED FINANCIAL STATEMENTS FOR MANDERAWATER AND SE*ERAGE coMpANy LrMrrED ron rnr rirv;";;;
YEAR2020t202t

The Govemor of Mandera County, Hon. Mohamed Khalil EGH, appeared befoi0 the
Committee on Tuesday, 25rr, July, 2023 to respond (under oath) to audit queries raisedin the Report of the Auditor General on Financiat Statement for Mandera water and
Sewerage Company for the Financial year ZO2O/2019. He .was accompanied by_

Mr. Billow Hassan

Mr. Ibrahim M. Adan
Mr. Hussein Somo
Mr. Kassim H. Abdinoor

CHAPTER FIVE

- County Secretary
- CEC Finance

- County Aftorney
-MDMADWASCO

t

ii
iii.
iv.

The Mandera Water and Sewerage Company is wholly owned by the Mandera County
Govemment.

RX,PORT ON FINANCIAL STATBMENTS

The Auditor-General rendered a quarified opinion on the financial statements ofMandera Water and Sewerage Company for the period under review on the following
basis.

Inaccuracies in the Financial Statements

The statement of financial position reflects members' equity balance of negative
Kshs'42,304,981 and as discrosed under Note r9 to the rrnancial statements. However,
note l9 reflects an amount of Kshs. 99,920,746.In addition, the members, equity wasnot reflected in the statemenl of changes in equity reflects. Further, the statement offinancial position reflects retained eamings of nlgative Kshs.20,430,g7g. However, thecumulative retained eamings were Kshs.33, 372,7g1 as reflecte. in the statement ofchanges in equity. In the circumstances, the accuracy of the financial statements could
not be confirmed.

Management Response

At the time of preparation of the response we discovered an error wilh respect to theparagraph on inaccuracies of financial statements of which Kshs. gg,g2-0,746 was
reported instead of Kshs. 42,304,9gr. This was brought to the attention of the auditorwho agreed with our observation. chair, the figure of Kshs. 33,372,rg1 disclosed
correctly in the statement of changes i. equity is the cumurative retained losses
comprising of Kshs. 20'430,g79 which is the net retained losses rbr the financial year

t
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under review that was disclosed in the

tr'SOt,grl which is the net retained los

statement of financial Position and the Kshs

ses of the Previous Year'

ff$:ffi,?:i"[::il: that the members' equiry or Kshs'42'304'e81 was not

,"itl"*, in the statement of changes in equity'

Committee Recommendations

ti:t:f.TilffiU1?:::Tlota 
"o,'ptv."ith 

section 1ae(2) or the Pubric

Finance Vfuoug"rn"ot Act' 2012 with regard to preparation and

management of financial and accounting recordsl

ii. the Accounting Officer should euhance the capaciw of oflicers preparing

financial statements ; il;;il the accountini standards and should

further invest io t""oi"iogi"'d processes that reducc inaccuracies in the

frepar"tion of financial statements; and

iii. ine matter remains unresolvcd'

Key Audit Matters

Kev audit matters are those matters that' in my Professional ludgment' are of most

significance in the audit of th"^nrr""tt^i '""rn"nt' 
Th"'" were no key audit matters to

report in the Year under revtew'

Other Matters

Budgetary Control and Performance

The statement of comparison of budget and ac$al amounb reflects revenue budget and

actuat revenue o' "otru'uii""i"^1; 
;; Kshs'a62'829J34 and Kshs'387'506'403

respectively, resulting to "";;"'-;;";;n 
oi"'"n'"^oKshs 75'323'131 or 16% of

the budget. Simitarlv' tn' t;;;;; ;nded Kshs 36l'089'763 against an acual

budget of Kshs'4 62,829 '534;;t* 
to an under-absorption of Kshs lOl'739'771 ot

227o of the budget'

The under absorption may have negatively impacted on service delivery to the residents

of Mandera town and its envtrons'

Management ResPonse

Chair, the company's budget was to be financed by- sales' grant from the county

sovernment of Mandera *d ;; i'.rni' outing the financial year under review the

Io.puny was not able t" ""ll;;;i 
;;;";; t;t sales due to the adverse effects ot

I
I
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the coVID-19 and drought. similarly, the donor grants component was not reoeived asper thb signed financing agreements. This was b".ur., sor" of the projects wereongoing and their funds was to be released in phases.

chair' the following were the projected donor grant wh.ich were not rearized as per thernitial fi nancing agreement:

o C-onditional liquidity support grant (CLSG l) from World bank of Kshs.69,6,15,000 to mitigatb,effecrs of COVID f S ** r"t disbursed fully. As ar theend of the financial year, only Kshs. 23,300,061 was disbursed.

o EU drought ending project under EUCIpRA program was derayed due toinsecurity conclms in the county. ffl. iritif 'p.;ect 
budget of Kshs.67,517 ,s37 .27 was no-r nury impi"..n,"o" 

^ 

-,*," 
donor disbursed Kshs.52,479,693 at rhe end of the financial Vea. ZOZOnI:It is worth noting that in the year under review, the actuar revenue received of Kshs.3.87,506,403 

_was 
almost fully absorbed o, * uuro.orion rate of 93%as shown in the

;,::ililt 
comparison of budget and acrual ._;";;, ;, pagc 5 of, the financial

Committee Observations
The Comrnittee observed that the Company expended Kshs.36l,Qg9,763 against anactual budget of Kshs.462,g29,534 resutting in u, *a".-uUsorption of Kshs.l0l ,739,711 or 2?-V:o of the budget.

Committee Recommendations
The Committee recommends that-

i. the Accountiug Oflicer.should comply with regulation.42(l)(b) of the public
Finance Managemeirt (County Governmeng i"gri"rrrr., 2015 on exerting

the Board of Dir.ectors sbould institute proper and realistic budgctplanning. The Auditor_General to confirm the .effectiveness of themitigating measures put in place by thc water 
"r;O; and report in thesubsequent audit cycle.

It.
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REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC

RESOURCES

Pursuant to ,{iticle 229(6) of the Constitution' based on the audit procedures performed

by the Auditor-General, the ;;;;;*;rs formed the basis for conclusion that

public resources were not applied la*firlty and in an effective way-

Basis for Conclusion

1. Non-Competitive Procurement of Fuel

Included in the administration costs of Kshs'48'412'794 under Note 10 to the financial

statements is an amount "f 
K; $)23'743 relating to uansport and fuel expenses'

However, it was noted tf'"'' "'' "f 
tfl"-f'a worth Kshs' 1'7'11'OOO procured during the

year, fuel worth Kshs' A,lzi'oi was procured from one service station while fuel

amounting to Kshs' f ,+sz,otil *"s procured from other prequalified suppliers This is

contrary to regulation 91(5) "i 
*" t"-Ol" tt"curement and Asset Disposal Regulations'

2020, which req'''i'"' 
"tttiti"t 

to 
"nsure 

a fair and equal rotation amongst the persons on

the Prequalified list'

Management ResPonse

The company purchases fuel from different suppliers every frnancial year and since the

pump price of fuel at tll p";"i stations in Mandera are the same as set by Energy

petroreum Reguratory Autho-ril. rii. ,t 
" 
p"t"y ofthe,company to competitively source

the supply o f tue I betwe en *" o'*"t' n*' 
l' j :lt"l'l'1'.:Xlthl:.' fflT:l"#;

it" v^# rna". review was maned with CoVID-19 pan

operations of many b"'i;;;;i*t'i*' tr'" fuel suppliers' The said station' enjoys

proximity to our area "t 
;;;;;' "lpu"itv 

and reliabilitv in meeting supplv as

required. However, "'n"' 
J;;;;;t'"-l'o "ontiatred 

on rotational basis as per the

prequalified list'

Committee Observation and Recommendation

The Committee 'o'"t"J;;";;0" 
*'"t company submitted the prequalifred list

of suppliers uoO "ott'ia"t"ii'on 
of suppty of fuel was given on rotational basis'

Noting the mitigation OV tf'" *"t"t'*mpany' the committee recommends the

matter be marked as resolved'

2. Late Remittance of Statutory Deductions

Included in the staffcost balance ofKshs' 11'198'665 disclosed under Note 10(a) to the

financial statements, " "t ;;;-;i 
rttt'''rz'ooo which relates to payment to

compulsory national 'o"iuf '""'*i'y "h"-"'' 
Review of the Company's statutory

deductions from the *,"',,"t"i ri""n' i"' t1" 
1"-"t lnaed l! 

iune, 2,oT -;:T#



Month Amount

July,2020 16,000 25.November, 2020

August,2020 16.000 25 November, 2020 9-Sept-2020
Septcmber, 2020 22,400 25 November, 2020 9-Oct-2020
Octobe4r2020 22.4A0

23,200

25 November, 2020 9 November, 2020
November. 2020 12May,2021 9 December, 2020
December, 2020 22,800 12.May,202t 9 lanuary,2l2l
January,202l 2t,200 12May,2021 9 February, 2021

9 March,202'l
F ehruary, 2021 22.400 12May,2021

April,202l 23,600 12 May,202t 9May,202t .

Total 190,000

National sociar Security Fund QrrssF) deductions amounting to Kshs. 190,000 were notremitted on time contrary to Section 53(r) of the Retirerient Benefits Act, 2012 asdetailed below:

Management Respohse

Mr. chairman, the company had challenges in collecting revenue frorn sales due to theeffects of the COVID-I9 pandemic, the persistent dr"ought that affected; ;;production levels and our customers' ab,ity to pay thet b]lts, and rate disbursementsfrom the County Treasury that affected the company s ability to remit the statutorydeductions on time during the year under.review.

However, the company has taken appropriate steps to comply with the statutorydeadlines and it now remits the deductioni on time aespite NSSF not having an officein Mandera.

Committee Observations
The Committee observed that National Social Security r-und (NSSF) deductions
amounting to Kshs. 190,000 were not remitted on time due to row revenue collections
and late disbursements from the County Treasury. However, the company has sincebegan remitting their deductions on time.

In the circumstances,

2012 was not adhered

compliance ,with Secti
to.

on 53(l) of the Retirement Benefits Act,

Committee Recommendations
Noting the mitigation measures taken by the water company, the Committec t--
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recommends that thc matter be marked as resolved'

Management ResPonse

3. Engagement of Casual Workers for a Prolonged Duration

IncludedinthestaffcostbalanceofKshs'11'198'665disclosedunderNotel0(a)tothe
financial statements, is an amount of Kshs' l0'554'815 which relates to salaries and

alrowances for both permanent and temporary employees. Review of casual payrolls

revealed that there were 36 casuals that were engaged continuously for more than three

(3)continuousmonthscontrarytosection3T(l)(a)and(b)ofEmploymentAct,200T.ln
the circumstances, Management was in breach of the law'

Being a small company in capacity, MANDWASCO..has been engaging staff on

contractual basis for a tp"cified p"tioa of time in line with the Public Service

Commission Framework for short tlrm employment in the Public Service Resolution

of20l9 that allowed the engagement of 
"mploy""s 

on short term contract for a period

not exceeding 6 months. HowJver, the 
"ornpuny 

is currently in the process ofengaging

the employees that are on short-term contracts to permanent and pensionable terms of

servtce

Committee Observations

The Committee observed that the management failed to avail short-term contract

agreements for twenty-nine contractual employees for audit verification' during the

aldit period which constitutes an offence under section 62(2) ofthe Public Audit Act'

Committee Recommendations

The Committee recommends that-

i. the Accounting Officer to submit to the Auditor-General the short-term

contract agreements for the twenty-nine contractual employees for

verification;

ii. the Accounting Officer should ensure timely submission of documents

during the audit process in line with section 9(1)(e) of the Public Audit Act'

2015, failure to which the Committee shall rccommcnd for their

investigation and prosccution in line with section 62(2) of the Public Audit

Act, 2015; and

.1
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iii. The matter remains unresolved.

4. Failure to Establish an Audit Committee

The company has not established an Audit committee and lntemal Audit function
contrary to Section 167(l) of the Public Finance Management (county Govemment)
Regulalions, 2015 which requires county Government entities to establish audit
committees in accordance with prescribed regulations to monitor the entities
govemance process, accountability process and control systems, offer objective advice
on issues conceming risk, control, regulatory requirements and govemance of the
Company. In the circumstances, Management was in breach of the law.

Management Response

Mr. chairman, the company has constituted an Audit and fusk Management committee
from its board members through a resolution ofthe board to oversee financial risks and
audit issugs of the company. The company is in the proccss of advertising for the
extemal and independent audit committee. chair, on the intemal audit function, the
Mandera County Treasury seconded an inteinal auditor to the company to undertake the
intenral audit functions as required by the pubtic Finance Managemenr Act, 201 2.
However, the auditor absconded duties in the financial year under review and after
multiple follow ups including show cause, and salary stoppage, the auditor resigned
frgm his position. The auditor has since been replaced and the audit firnction and
responsibilities has now resumed and is on course.

Committee Observations
The committee observed that the company had not established an Audit committee
and Internal Audit function during the financial year under review.

Committee Recommendations
The Committee recommends that-

the Board of Directors ensures that the water company puts in place all
internal control systems such as the lnternal Audit Committee as provided
uuder section 155(5) of the Public Finance Managemeot Act, 2012, and a
Risk Management Policy as provided under regulation f sg(f ) of public
Finance Management (County Governments) Regulations, 2015 among
others to guide the internal operations of all the funds. Further, the
managements to submit evidence of the samc to the Auditor-General for
verification; and

l.

,,
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ii. The matter remains unresolved'

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS' RISK

MANAGEMENT AND GOVERNANCE

pursuant to section 7(1) ofthe public Audit Act, based on procedures performed by the

Auditor General, the following;;;;;i the basis for conclusion that intemal

controls, risk management and-overall governance were not effective -

Basis for Conclusion

Lack of a Risk Management Policy Framework

During the financial year under review, the company operated without a documented

fusk Management Policy f *rnt*o't "onou'y 
to ih" requirements of Treasury Circular

No. 3/2009 of 23 February, 
'OO' 

*n"n '"qui"' 
all heads of public institutions to

develop and implement a Risift{"n"g"t*t ntamework as a fundamental step towards

establishing an accountable and irinovative public service' In the circumstances'

Management was not 
'rr " 

o";;;-;-"'uluut"' rank and prioritize critical risks and

"nun 
17, ..rorr""s towards mitigating identified risks'

Mauagement ResPonse

Mr. Chairman, at the time of the audit' the company had a draft risk management policy

in place. However, 'i""" 
tt'"n' it hu' been finalized' approved' and is now operational'

ff"-[iffit:1"'Tl"tlil that the companv operated without a documented Risk

Management Policy nrameio;' il'; th"'y"ut under review However' the

management provided "" "or;;;; 
*t'r 

'iunu'"rn"nt 
Policy to committee and to the

eriitlor-C"r".uf for verification thus the matter was resolved'

Committee Recommendations

The Committee '""orr'^"o"0-J 
that' noting the mitigation measures taken by the

a".og"-"ot, tne matter be marked as resolved'

,.A,
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REPORT ON THE AUDITED FINANCIAL STATEMENTS FOR MIGORIWA ER AND SANITATION COMPANY LIMITED FOR THE FINANCIALYEAR2020t202t

The Governor of Migori County, Hon. @r.) Ochilo George Mbogo Oyacko appearedbefore the Committee on Tuesday,25n April 2023 to rlspond (under oath) to auditquerics raised in the Report of the Auditor-Generar on Finaricial Statements for Migori
Ii::,lO Sanitalion Company MIWASCO) Limited for the Financiat year
202012021. He was accompanied by-

Mr. Maurice N. Otrtnga
Mr. Christopher O. Rusana
Mr. Phidale Castro Ouma
Mr. Jacob Maroa

CHAPTER SIX

- CECM, Finance
- CECM, Water
- Chief Officei,Water
- MD, MIWASCO

l.

ll.
iii.
iv.

The Migori water and Sanitation company Limited is wholly owned by the Migori
County Govemment.

REPORT ON TIIE FINANCIAL STATEMENTS

The Auditqr-General rendered a quarified opinion on the financial statements of theMigori water and Sanitation company Limiied for the financial years 20rgl20r9 onthe following basis:-.

l. Customer Deposits Account
The statement offinanciar position reflects customer deposits totaring Kshs: 7,1g6,4g r.However, review of records on the deposits indicated that withdrawars totaring Kshs..
7 

'006'448 were made from the deposits account without the authority of the Board ofDirectors' It was therefore not possibre to confirm the purposes for which the fundswere withdrawn and how they were used.

In the circumstances, the accuracy and completeness ofthe customers, deposits balance
totaling Kshs. 7,186,481could not be confirmed

Managemcnt responses
The management noted the auditor's observation and stated that cumulativelywithdrawals lrom the customer deposits account were made over years when the
company was undergoing financial constraints to mitigate emergencies and statutory
obligations. The enrergencies were as follows: MIWASCO was not able to cofiect
revenue because ofnon-payment ofelectricity bi s. In the year under review. the water ,P
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company only operated for 4 months out of 12 months' hence necessitating withdrawal

from the dePosit account'

For the year under review' withdrawals were made in mitigating COVID-I9 Pandemic

and major repairs in out *ui"' ltt'tes to enstue constant supply of water as per

presidentiar edict on constan, *"., ,"r0,, in mitigating covlD-19 pandemics'

Currently, the current administration has carried out m:j:r management restructurlng

in the water company *h"'"b;;:'f;"' rtranuging nirector' Head of Finance and

commercial services and t""Litul manager contracts were terminated' and a new

Managing Director was 
"it"d;;;;oir' 

t'" water department seconded a senior

technical water officer '" 
n"il;:;;;'n" "o"*' The current administration

revoked contrac' tnru,"rn"'l ;il ;;;t' Board of Directors for failures tn

It's worth mentioning that the county govemment. has been consistent in paytng

electricity bilt and buying "t;;;; 
since September 2022 and there had not been

water supplv interruption 
'"t 

iliJ;;'t*8"m;rrtt'1, rmtyl'"lulted in revenue collection

;;;ffi il;yf:1t;1ruf.'"U**iil#J,1.il:#{t?!1"'*:
ff::";:'H[;,il:: Tff :ffi,, "ii'Jo"J'*o'rized 

rines that resurted rrom road

works and old dilapidated pi;;' Th" company had stepped up plars to collect debts

amounting to :8'26 m.uon oiii t;';" ;;0";'' pa( of which would be used to repav

in" uo.roi"a funds from the deposit account'

Committee 0bservations

The committee observed that the query remains unresolved as-

i. the response t"Utitt"a *"lirrua"quut" as the Accountine Officer did not submit

to the Auditor-G"t";";;";;;;"t plan clearlv stipulating how the borrowed

"urto."t 
d"potits will be refunded; and '

ii. the water "ornout'''ol"tlo"Ji 
r't's' z'rso'aslfiom the customer deposits

account to mitigate reJenue shortfalls and the same had not been refunded to the

management.

account

Committee Recommendations

t'" 
i:'T'J:"1::::T,T?i1l[l1hourd' 

within.6o a,i1s or the adoption or this

report, submit to the Autlitor-General a repayment plan with clear

t
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ii).

iii).

2. Issued Capital

Committee Observations

timelines for the rgpayment of the customer deposits for verification and
llnortine in the subsequent audit cycle;
The Board of Directors should put in placc a Customer DepositsManagement policy to guide how the water 

"o.prny can access, utilizeand r.efund the. money within specifiea timelines. .Further, theAccounting Officer should etrsure that there is fril dir.l";r;;;; ;;water companyls customers onlhe utilization of the deposits;;.;'- -'
The Accounting ,offiggr shourd ensure that a[ custoie. a"p"r-it 

",*deposited in a. Iixed/call account ,ryhose access t" ,h" .^";;;;;;;;;
1Il,* ,:g where the,accrrJ ir,"..* ""ilrr;1r'offset trre bankcharges. Management to submit evidence of rhe same il;;il;._General within 14 days of the adoption of this report ,rr;;;;;:"'-

The.statement of financial position reflects issued capital totaring Kshs. 100,000.and asdisclosed in Note lg to the fi,anciai statements. T#i.r'* 
""r,,", of the company isdivided into 5,000 shares ofKshs. 20 each. Records r, *" 

"rrrr*, 
*egistration Service

:, 
*" 

9-ffi* of the Attomey_G_eneral and O"p*."rioiirr,,". i.aii,.rlr,u;;;r;;June 2021, the Company had tfuec directors,*" 
"f 

*n"*i"il r:;;;;il;:300 shares all totaling 1000 against 5000 shares."fl".t"i in,t" il;;;;,;.The difference of 4000 shares between ,f," n"" ,.ir-"i...ora.^ *".-n", ;",#.Further' the 5000 shares owned by defunct rocal uutto.iii", were not transfened to theCounty Govemment of Migori after the uarent of O"rotrtion

In the circumstances, the ownership accuracy and completeness of the issued capitar ofKshs. 100,000 could not be confirmed.

Management responses
The management noted the auditor,s observation and stated that the CountyGovemment has taken up the matter through the office of the county attomey to ensurethat legal procedures of transferring the shares u." 

"on"tud"d_

The Committee observed that the query remains unresolved as _
The company had three Directors and 5000 shares oraned by the defunct locarauthorities that were not transferred to the County Cor"rn_"nt uf Vigori at theinception of devolution; and
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tl The response by the Accounting Officer' is a statement of intent that does not

sive clear steps to be taken to ensure that the water company's ownership is in

ire witfr tfre law as well as the timelines involved'

Committee Recommendations

The Committee recommends that-
i) The Governor should take immediate measures to ensure that Migori

WaterandSanitationCompanyisfullyownedbytheMigoriCounty
Government and registered in tine with the law;

ii) The Governor "i""i*"tt 
County should 

. 
ensurc that "t :"-liy

Government of Migori irrms up the ownership of the water company ln

line with se"tio" zi?i) 'na 1r1 of fire Water Act' Czp'312 by making thc

necessary n'r-";;;";;" 'nate ""pitat 
in line with the Company's

Memorandum uoi ittitr"' of Association and submit the Share

Certificate as 
""ia"-t"t 

oip"Vment to the Office the Auditor-Ge neral for

verificationl
iii) The Governor of Migori County should ensure that within 60 days of the

adoption of tnis repo-rt' the shareholding structure of the water company

is in line witn 
-t'ue 'w"ttt 

Stt"i""s Regulatory Board (WASREB)

guidelines oo 
"otpotutt 

governance for entities in countiesl and

iv) The Managing Di;;;" provide copies ofshare certificates' as well as'

an updated Cnri io 
"t"otaance 

with the Companies Act' 2015' to the

Auditor-Gener"t*itnin60daysfromtheadoptionofthisreport'

3. Comparative Trade and Other Receivables

The statement of financial o"'Ii" tJ""tt trade and other receivables balance totaling

Kshs.. 38,764,850. However' the account's comparative prior year balance totaling

Kshs.. 34,892,265 differs with tiJ"o."rponaing tulance ofKshs.. 34,680,390 reported

in the previous y"*'t uuait"a i'nuJui to'"t"J'' t"tulting in an unreconciled variance

of Kshs..211,875'

In the circumstance, the comparative balance for trade and other receivables totaling

Kshs. 21 I ,875 is not fairlY stated'

Management rcsPonses

The management noted the auditor's observation and stated that the 2020/2021 final

renort was finalized U"fo'" tnJ6iCreport for rhe1Y 201912020 was finalized due to

,.^*i,ion within the Office of the Auditor General'
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However, Management had ensured that the certified comparative figures have been
adopted while submitting the 2O2l /2022 annual report and financial statements_

ttee observed that the query was resolved as the Company accounted for the
other receivables totating Kshs. 2l1,g75 .in tle ZOZI:ZOZZ fr" 

"i^t

Committee Recommendations

The Committee noted that the Accounting Oflicer had instituted mitigating
measures on the matter in the subsequent audit cycle.

4. Comparatiye Trade and Other pavables

lh3 
stalyent of financial pori,io" ."n."r, 

-tiad" 
and other payables balance totaringKshs, 51,494,339. However, the comparative prior year balance totaling Kshs.

47 
'140,532 

differg with the concsponding balance of Kshs. 46,g28,659."n."i.a i" m"previous year's audited financial statements, resulti,g in an unreconciled variance ofKshs. 2l !,873.

]n 
the girquqstance, the compararive balance for trade and other payables totaling Kshs.2l 1,873 could not be confirmed

Management response
T'he management noted the auditor's observation and stated that the 2o2o/zo2r fi\arreport was frnalized before the Auditor-General report for the Fy 20lgl2020 was
finalized due to.transition within the Office olthe Auditor General.
However, Management has ensured that the certified comparative figures have been
adopted while submitting the 202r2022annual report and financiar statements.

Committee Observations
ttee observed that the query was resolved as the Company accounted lor the
other receivables totaling Kshs. 2ll,g73 in the 2021/2022 financial

Committee Observations
Ttre commi
trade and

statements.

The commi
trade and

statements.

Committee Recommendations
The Committee noted that the Accounting Ofliccr had instituted
measures during the subsequent audit cycle.

mitigating
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i;"T-1,::.1i'|]i::1l',"...,'l","f l:::::i"'":ff L:1':1,'""of Kshs3'04r'820

(2020 loss of Kshs 'o'"''")i 
# i;";;;' depieted th'e retaincd eamings of the

company to nesative Kstrs' at'l'a;a,a;;;;; ""t^":'f:::["1t;ilt"':,1]ilt"''9':il;
,"Ori.in. "*.""t 

liabitities touling Kshs' 69'288'996 excee

46,388,281 resulting t" " ;;il;'*"'oi" '"0Y. :t 
Kshs' 22'900'?15 rhe

unfavourable financial 
"u*''i'ipfi"' 

that the company may not be able to meet its

i,*-r"i "i,tt"ions 
as and when they fall due'

The company is technically insolvent' and its continued existence as a going concem ts

dependent upon financial t'pf,#il;';; "'"itt"" 
and the countv Govemment of

Misori.
ThJ directors have not made any specific disclosure 1n 

the risk to the going concern

status of the compa"y' ot inaic1ah"tffi""t*" oo*ed or taken to stop the loss-making

trend and retum the company to profitability'

Management responses ,.. ,- ^r-.-ararinn and s*ted that the current

;;;;;;"."nt not"d the auditor's observation^ an(

administration hua p't irr ptoJ" til '""o*o 
strategy of the company by:

"""i"i"*."-i,r*;""-'"""'J*";1,:::li"1l"':'irX'ff :."in"'*":'*:"::"
company to operate accorornB ':,':i:--;';,:;;"rarv electricity allocation to the

ror in"'",'*, il'":,lJ"i,X IIJ:I:fi :ffiiffi?;;;a; months, so ttrat

comPany and subseqt

water treatment **;;;il;"tsly operate without disruption'

(c) Ensuring wate' *"J*;;;;;i" u'" p'o"*"a and availed to the companv tn

time

(d) rhe newlv appointed countv Executive ::'*:Y'"-'H:li'#:' il|;ffi:'l-'Uit*i:tf 
illg:J"fill'*'o.,-t'ffi 

"#il'i"i"''J'oriaSou'lhWater Works D"'"Iopttnt Agency (LVSWWDA) to collectively improve the

company's performance - 
red partnership, the company is expecting an increase

(e) Throughthe above-menttone" f'i::.:,"::;".,,.* -a thereby increase the

incustomerconnectlvlryoy'4500new.connectionsan'

""*;;;tt 
revenue base by the end of this year'

(ft Thus, with the itp'o"d' ""*"t 
tt'n"iton' the comDany shall prepare a

payment plan with "'"ai'o"' 
ugtnties and staff in an 

"ffott 
to reduce blotted

,".rTl1'.[:lti";nt orwaler has supported the::TlT'.il':"tng nttings ror repair

and rehabilitution of tine"at?""lti "t ''o 
million' which shall further improve

l"*i"" a"tiu"ty and revenue collection'
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(h) The company is in the process of mapping out new customers,/ customerregisrration and carrying out client ia.rrin.uion .u.rl, and crient satisfactorysurvey which will further .

(i) rhe company r;:;ffiI',:,'ilu::*:1,:"#dia 
campaign to inform thepublic on the ongoing restructuring unai"fo.rn. Uy ,f," *rnp*y

Committee Observations

The Committee observed that the company continued to register losses and wasoperating at a negarive working capitar of Kshs.. zz,soi,iti *rch raised concems overits ability to meet its obligations.s *a *h*ifr"v ffi;. "

Committee Recommendations

The committee recommends that_
i. the Goveinor of Migori County should ,take keen interest in the' rnanage)meiit of' Migori water " ,"it-alrr*,r* Company Limited(MIWASCO) in tine wirh Articlc 179(4) of the Constitution;ii, the County Executive Comhittee fvf#U"" ,O *".g. of water, should takeresponsibiiity fo monitoring ,0" ;;;; l".ro..un"" of the countycorporation iil line with sectio; lg4.of th,e f ufii fio"o"" Management Act

!aO. 
A12A and regutarly report to th"-C;;

Executive a,..,ni"'.'u'""';il : ::,ii: ;',::'i: through the county
iii. tr e accoun tin g ",il::ffi i:#::t"1:: J:l :; ffifi IlTj:::,* ;rclation tb going concern l, ,ir" ;;;';;;';

standards no'rrai";pru,"; ublic Sector Accounting

iv. the Accounting Officer should prepare and submit quarterly reports inregard to the financial and non_financial strtu. oftt" lnrt"r company in linewith^sectidn 166 of the public Finance Management Act;v. the County Treasury undertakes annual .drting on County Corporationincluding an assessment of thc comme rcial;iability of the company in linewith the standards set by the Water Services Regulatory Board undersection 77(2) of the Water Act;vi' the Accounting officer shourd undertakc deta,ed anarysis of the watercompany's long outstanding trade receivables and payables to rellect thetruc and fair financial
vii. the Accounting .,n""{.il;l ffi: HTI;,T;:ldoption ,, ,r," *;*;put in place strategic anrl innovative a"urrr", fo.."covery and to boost thcfinancial health of thc water company for self_sustaina bility. Atlditionally,the management reviews and regularizes tt 

" "or.rprrry,, existing assets and
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have updated assets rcgist€r that reflect the-current financial position'

Further, manag"-",,t ::1"::",,,;it "ti u'""'ott their commercial viability

as required bv th" P'J;;;;"t i*""*"t ttandards Board (PSASB)'

OTHER MATTERS

l;3:l-1,:-l,iJJ;llJ;lil[:,,'tr":lylti"T:::enectsnnarreceiptsbudset
and acruar on comparabre,*l :;;:il;;i ri' wand Kshs. 48,7 s 8,803 respectivelv

resulting in under-fundin' "itl'i' 
^"pi8'612 

or ]:''" "'the 
budget' Further' the

**;;",in",*"aop".,ag:"it1;i::l'#3:;*',ff:H#i!HJ,"ix"):ff ',ii
Kshs.69,88l'860 resulting to un:"""'-::,"::^;;,,;".. 

and actual amounts reflects a

budget. Further, the statement of ","1'#1T :11'iilf:."-ever, differs with the

total final budget amount 
_oI 

rrsfls' ro'rr""" - 
rxplained variance of Kshs.

;#;a ;;;l or Kshs' '71 

"731'4rs' 

resulting in an une

1,006,000.

The underfunding and underperformance affected the planned activities and may have

impacted negatively on "*t'""'i"tt"ry 
to the resident of Migori County'

Management resPonses

The company underperformed in both revenue^T9':*o"ndt* esdmate due to

constraints in operating "n'il;;;-; '"t"tt 
of covto- 19 in the year under revrew'

In addition, Presidentiat edic'r-n-ot io ai'"o''e"t *y customer with arrears or who don't

;ffi ;;i;;.,""".:.;i'$i:kit*.[:iix*Hff ii::'"",,!.ul*
::11ff1';'"HrJ;'-::"::ffi;;; 'upprv 'i 

water utiritv chemicars and non-

Davment of electricity bilts iurrfrer to this' there were'old dilapidated pipelines that

n.La.d ,"pui' uno *n"b"'J;tl"' *i"'*' *" -rno*' did not have money' The supply

of water was affected bv ;';;il;;;tf pipelines by road construction works'

The variance of Kshs' l 
'006'000 

was a summation' error of miscellaneous receipts on

the final supplemenhry budget posted in the financial statement'

Committee Observations - .rding and under expenditure of

ii" i.*Int** observed that there was a 387o undefut

the budget, *tti"n ufrectei ti" oi"*"i ""tttities 
and may ha've impacted negatively on

.-"J"" i"iit"ty to the residents of Migori County'

Committee Recommendations
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The Committee recommends that-

i' the Accounting officer shoutd compry with reguration 42(r)(b)of the pubricFinance Management (County G";";r_;;r)-Gutations, 2015 on exertingbudgetary control measures; andii' the Board oiDirectors shourd institute proper and rearistic bu,get pranningas we, as measurei ro enhance its ";;;;;; revenue, such as review ofrariffs anit conirection or .o." ;;;;;;;;, automation. to addiesi.":.:,u: reakases. The Audito.G"r".",;;;;;;m the effectiveness of themitigating measures put in,place by tn. ,n"t.. 
"o.pany and report in the

2. Unresrilved prior yeal,Matters
in the report ofthe previous year, several issues were raised underreport on the financialstatements and report on lawfurness and effectivene-s-s-ln ur" of public resources.However' reView ofthe prosress on forows ;;;iliil;:r;.commendarions 

indicatedthat the nanagernent had not resoli,ed 

". 
tr.r" *l'rorune zozr. Management didnot provide explanations why the matters rv"." no, ..ro-tr"a

Management responses
The manag€ment noted the auditor's observation and commifted to resorving a, theissues as soori as it recei'i'ed recorhm.naotion. uyit;;** ;"*ry pubric investmentsand Special Funds Committees.

Commiltce observations
The commiftee observeir that there. werb issues from previous years that had not beenaddressed, and thus the query remains unresolv"J.--" ''-' '"'

Committee recommendations

The Committee recommends that; _

i) the Accounting Officer should resolve any issues resulting from an auditthar remains outstanding as required b;;;; llge)e)of the pubtic
... Finance Managenient Act,2012; andii) the Auditor_General should proviae a status update on the progress

[::il].tfiftter 
in the subsequent audit cfclc upo, ."ui",n oi J.

S5 lPage



REPORT ON LAWFULNESS AND EFFECTIVENESS ON THE USE OF

PIJBLTC RESOURCE

Pursuant to Article 229 (6) ofthe Constitution' based on the audit procedures performed

by the Auditor-General, t'" ioito*ing matters formed the basis for conclusion that

publi. ."ro*.", were not applied 1au6'rlly and in ineffective way -

1. Trade and Other PaYables

The statement of financial position reflects trade and other payables totaling Kshs'

51,4g4,339as disclosed in Not" ZZ to the financial statements Examination of records

on trade and other payables indicated that there were salary arrears totaling Kshs'

14,540,883 as at 30 June 2021 ' This was contrary to Section l8(2)(c) of the Employment

Act 2007 which stipulates that, wages and salaries shall be deemed to be due in the case

of an employee in position fotu pt-tiod exceeding one month' at the end of each month

or part thereof.

In addition, the balance included of unpaid PAYE Tax of Kshs' 1'862'053' NSSF of

Kshs. 1,005,600 and withholiing t* of Ktht' 4l'100'.all totaling to Kshs' 2'908'753'

which had been outstanaing for iore than twelve months as at 30 June 202l Failure to

remir the deductio* inni.rg"i on section ig(4) of the Employment Act cap. 226 which

requires statutory deductions to be paid to the relevant autborities in due time'

In the circumstances, management was in breach of the law

Management responses

The management noted the auditor's observation and stated that the outstanding salary

arrears and statutory deductions were necessitated by the company undergoing financial

constraints in the period und"' t"'i"* due to low billing and rwenue collection

necessitated by COVID- 19 Pandemic and power disconnections' However' the

company had made strides in paying u""*' 
""d 

statutory obligations' as demonstrated

in the annexed schedules. lvtoving forwara' the company was committed to renegotiate

with the statutory and other creditors with a view to settling all the arrears'

Committee Observations

The Committee observed that the query remains unresolved as-

D there were salary arrears totating Kshs' 14'540'883 as at 30 June 2021;

management made efforts to Lul" with NSSF' and the Payment Order

indica-tes a balance of Kshs" 55,200 due on 30 April 2023;
ii)
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iii) debt payment instalrnent agreement executed with KRA on 23 November
2020 with arrears to be compreted on r5-ro-2022. Latest KRA Tax Invoice
not provided; and

ir) acknowledgement and feedback by NHIF on application for waiver on lg,
August 2020 not provided.

Com,mittee Recommendations

The Committee recommcnds that-

TT

lu.

tv.

vI.

lhe B,o3rd of Directors and the Accounting Officer should put in place a
payment plan to settle the unpaid salaries ofKshs. 14,540,gg3 within iO days
from the adoption of this report and provide status updatb to ,t[e
Committpe;
the Accounting Officer adhcres to rcgulation 22(Z)(a) ofthe public Finance
Management (County Govcrnment) Regulations, 2015, which requires thc
Agcounhng Officer of a county governrnent entity to comply wit[ any.tax,
lelyr, duty, pension, commitments antl audit commitments as may bc
provided by lcgislation;
the Accounting Officer to engage the NSSF, NHIF and KRA with the aim
of formulating a payment agrecment to settle the ouistandirig statutory
deductions and provide a dctailed status report on the same to the Auditor_
General lbr subsequent reporting within 60 rlays from the adoption of this
rgporti 

,

the Board of Dircctors should ensure that the Compairy adheres to section
l9(4) of Employment Act in regard to remittancc of employee remuneiation
deductions in accordance with the time pcriod specilieO by the relevant
bodies;

the County Executive Committee Member in charge of water Should
continuously monitor the financial pcrfirrmance of the watcr company in
linc with section 184 of the public Finance Management Act and report on
the same to the County Executive Committce, making recommendations on
how the water company can improve its performancel and
the Auditor-General should review and provide a status update on the
implementation of this recommendation and provide a report on this matter
in the subsequent audit cycle.

2. Agency Account
Examination of records on watcr revels indicated that thc company owed the water
services Regulatory Board (wASREB) Kshs. 3,007,743 and Lake victoria South
water Service Board (LVSWSB) Kshs. 7,57g,433 as at 30 June 202 r. Management did
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in due time to

not provide a satisfactory 
^explffi'::j"J,,*:ililure 

to pav the levles

avoid interest and Penalttes to

ln the circumstances' management was in breach of the law'

f,f l'^"ff *::','1":'i:i;:Jj[:;;H[ll'-,,,1l1.',f ::"Il:*ilSJffi $*:
agencv levies wat O:" t"^T-":rlH;,J 

,"."go-,iu,ing a PaYT"

rJview. Howeve.',n*" 1:: :l;;;i"*."*-on payment plarr.

WASREB to come uP wrth ar

Committee observations

The Committee observed that the query rernains unresolved as-

ithecompanr"::1yj'.Til:'H"t:,'Jiili:,lI'"Y,'"X'['5J"'J:'11l,
as at 30 June 2021 ano

and ' mitted to demonstrate that effo(s to negotiate a payment

ii. No evidence was sub

Plan are underwaY '

Committee Recommendations

'i:'",',"%:1""::""".',il:[';ltffin:.Xl#1.:f,yi;;'J"':r"'l'";
renavment Plan wrtn

;:;;;;ilorthisreporti - ' charge or water should

ii :il Hil- ;l :::I :f "*l;::i,fl'"T:: ;**l*.;;,: T"[I ;:
i:1"Jil::1,il"rffi ffi il;' i' "' ::. Y Ti;in g r eco m m en d atio ns o n

the samc to the county Executive t"Tttttli:Iiance; 
and

how thc water "o.p,,,, 
can improve itt n"ttotffii 

Jn in" .rtt"t in tu"

iii. the Auditor-General should providc a status ul

subscquent audit cYcle'

3. payment or Sararies BerowJH,T'l'IJfi:r"i:e 2021 reveared that rortv-two

*", n,i ; ;,n" c om p anv' s 
:il: i; ;;; ", 

e e s we ri. 
: iTl T#:::'J*X,fi :Tl[i ?

113i,Hil1"":i:L,:'il' il,*' ion I oi w u g"' c' n"'ut
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which sets the minimum mor
Kshs. 12,523 nthly wage for employees working
In the circumstances, management was in breach of the law.

Mqnagement Response

rn Migori County at

The management noted thuarinirt.uti*."u;#;#: auditor,s observarion and srared that rhe current

;*:-^rui*.y,*:",r:lti*df iH::11::::l*';;';;"*;;J
:::l':r*u,una.,going.:",'#ffi T,.*ilf f ml?d,i*'?'#".1'#adopted new scheme of seru ice *t i"r, r,Ia aaa..; J; * #; #";r;i;fff ffi:,
Committee Observations
The commiftee observed thar

/,^,:i:."";.,.;;ffi;lL:,".'i,,"t:l'#:l:ffi ;::::[HJ::]T;[1]:Lompany adopted a new schemc of r.*i"""tfrut 
^i.;; ffiifor employees '.ot atmed at addressing the minimum wage

Com m ittee Recommendations
r ne.committee recommended that; _i) the Accounting Officer should ensure .stric

ii),fi_;fjff::;X#es Gen6rar AmenJilil1,.:,.1lXlli,r*nn,r"
in tne surseque;;rrJ ;:[:"r'the 

matter and proviile a, starus update

4. Staff Ethnic Composition
Review of personnel records indicated that the Comnanrwhom 37 or 64%o were members or tr," ao.r#"*"r# 

had -59-employees, our of

ff 
.*:J:Iill;":ffi 

,,1P"rtn"r'r.tio,"iffi;#TflT:";1f"",?I'il:;
IHi.il*,"fr,j"#*"j;:1tr*:1 j?"",T"#:*"'.fJ*,.,"*,.m
community
In the circumstance, Management was in breach of the iaw.

Management Response
The nranagement noted the ai

ml *-::tr#*"*:#ei,i:#ft",".:ffi 
f r#" "* i;
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managemenr said that it will strive to progressively achieve ethnic diversiry threshold

set bY law

Committee Observations

The Commiftee observed.that 64% of the Company employees were members of the

ao.inunt .,t'ttl" community in the County '

Committee Rccommendations

The committee recommends thati -

i) the Board and the accounting officl 
11' 

make deliberate efforts

progressivclv t" ;"" t';;;' ii 
"onrptv 

*itu section 7(1) and (2) of the

Nationar cou.rioi 
"l]ol;rr"arltl eci vuict requires thar public

establishments ;l,, H* 
^,;;ire."nt tne diversitv of the people of

Kenya in employment of staff; and . ,ely towards attaining the

ii) the County Exccutive should work progresslv

requirement "t ;;;;;;t;oo' of '""tioo 
6s(1)(e) of the countv

Government Act on ethnic inclusivity'

5. Irregular payment of Directors Emoluments 
^-line Kshs.. 1,338,478 in the

xxhl*:**il1::T:1#ff li;'J:]'ffli:#]:;*;;'";;;;'nrera'ii'n
to the payments: (<hs 145.000, board committee

i. the balance included board allowance- 
'Kshs'

allowance- *'n''"')'"i*a uo".a *"ur'!H::;5:5'fl;'::#:: :1

'"'p""t 
of t"n Uoard meetings held in the year t

meetings "**ailtil;;t? "i "- 
o'**ioedin the offrce of the President

Circular *t o"?* 
'ii'clt 

rn-ui"t"nt of sute Corporations' dated l ltn

March 2020; I -^-^-,. ^r rninrttes of the meetings held were not

ii. board meeting notices and records of minutes t

provided f"t "'oit 
t"'"it* J as a result the occrrrence and purposes for the

iii 
"**:*U::::T:t:ff'1;'Tt'rthe 

board emoruments totaring Kshs

i,"t,o" could not be confirmed'

Management ResPonse

The management noted the auditor's observation and stated that the board had extra

soecial full uou'a *"ttinji"t;;;;t; Business continuitv Plan (BCP) and Quick start

Quick Finish c'u"t tclsli1Httiil;;;;anded bv water services rrust Fund
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towards mitigating COVID_lg.pandemic in the year under review thereby in excess

ff]ffi;;'Ji:[ffi e;""?:;,,* 
"eiting 

requi,eme;' ;;;* rn. rnunuging ai,""to,
company. 

lr company secretary to hand over the documents to the

Committee Observations

Committee Rccommendations

The committee recommends that_(i) the Accounting OfhcelSf the,CoTryTy shqutd recover rhe Kshs. 1,338,478

ffi:fi:lT"*s 
as emotument. *i,ri"'i,i*ryabl aiy. ortn" adoption orthis

(ii) 
llll,'o'"t 

General should provide a sratus update in subsequeqt audit.

6. Non-Revenue Water

Management Response

The committee observed that the board of directors held ten meetings in the year,underreview which exceeded the prescribed number of6 r";;;;;
, r*;;* records' or ;JG';;;';;;',H:,:::r:;J;I i:l,ifiru:'il:

During the year under reView, the Company produ ced 4gl,92l cubic meters (mr) ofwater but.only 249,g01 m3 were billed to customers. tt 
" 

bulun"" totaling 232,120 mtor 48Yo of the total volume de
percentasepoihtsabove*"ff :"j;il-,'""J,::::r:,tjT.SH*"1l1.#f :i*Water Services Regulatory Board guidelincs

The NRW restilted in revenue loss totaring Kshs.. 
'3,gg4,7o3at 

the average sales rateof Kshs.. 59,86per cubic meter of water.bif"d t;;;;;;;iy in the year under review.The large ratio of NRW turther implied thu, d a",;;;;;,. *u,". o,ro,Ou,ion systemwas inefficient and may; to a significant 
"""r,, .;;i;i;;;losses reported by the company over the years_ 

ecurrrng annual operating

The management noted the auditorls observation and stated that the companyexperienced a lot of water loss through d"rt u"ti;;;f ;u]n tir", due to ongoing roadconstruction works and busts. in. the dirr.ibrtio; li;;, fautty and non_functioningcustomer meters' estimate production due to faulty -u.,", ni"*., at treatnrent prant.
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However, cunent administration had taken initiative'of buying pipes and fiftings for

ouick repairs of busts/reakage, ;;;;;;r""y. In addition. a technical staff from the

jeprrtment of water had Ueen seconded to the company to assist the technical

department in line patrol J'';;;; technical :tt::. ^:;"J:::Hiii:#:ff:
:"ffiffi;;;i"ijozt that enforces order on road work

damaged water structures t;;;;;";*..Y-Y T:"ompanv 
was carrying out

customer identification "*"''i" 
*""a out illegal connections There was also an

increase in budget allocation for pipeline and related infrastructure'

Committee Observations

T 
*[]',H:-"JJXlltl?l;., 

or the company during the nnanciar vear 2o20t2021

stood at 487o uguin't tft-" oil*able loss of 25Yo asprescribed by Water Services

Regulatory B"*d 0;i#il^;;;;;u""' rrris t'as been attributed to bv

physical losses such;ie.a;#' o*t"' *o overflows through the existing old

and ditapidated *"t"' t"OOi' ""*ork' 
and commercial losses due to metenng

ii il""THf,1JifllJi,ifiiillilT;mpanv 
risted measures to address'h" Yl'

Revenue wut"t to""J'"tt'"1" t"**"''i't"rude' the establishment of an NRW

Team which * *n"U'** 
-tt'" 

i*pt"'"ntution and monitoring of NRW

Reduction Strategy *hi"i-r 
-t't"td"t 

active leak detection' and repair' and

termination "f ""-"ff "1""*" 
from the mains to curb illegal reconnectlons

iii. ffi:Tgf;l,SJ,Trt"on-Revenue 
water has rargerv contributed to the companv's

revenue shortfal'' "t;dl;;; 
taterial uncertainry relating to a going concem'

Committee Recommendations

tt" -il*t:;;",;[Tifiillll; prace comprehensive measures to mitigate the

Non-Revenue *Jj"il;;u"t"' i""r'a" the installation of smart

meters to to'ot" uJ"ut"* billing' the replacement of the old water supply

network o' '""u 
u''ii" *'oaoiion of a Geographic Information system

(GIS) which *u' t:;;;:;;i""v '"""i'" '"ul+i'" 
data on leaks in pipes

iiill;'"",""i::#"#,llli"i",'o:1":1._,::li:HTJlll:ff,?J,ill',T
that pre-emptive measures are put into place to

illegal connections; and
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ll t. the Auditor General should review the implementation of the measures putin place by the management to m-itigate the matter una f .ruia. a report onthis matter in the subsequent audit cycle.

Pursuant to section 7(l) ofthe pubric Audit Act, based on procedures performed by theAuditor Generar, the fo,owing matter formed the basis for ctrncrusion that interrialcontrols, risk management and overall govemance were not effective _

1. Lack of Risk Management policy and Stratery
Review of internar contror and risk management idicated that the company did nothave a documented risk n
m i ti gating np",utionui *a :ffi:" ffi',"::" :1-::i, T:: 1i;;*:,'::l,y# #management riqks exposures. The omission contravened *"rrru", iraii)a;il;;of the Public Finance Management (County Govemments) Regulations, 2015 whichrequires 'the Accounting oflicer ro develoi risk ;"-";;"r, strategies that supportrobust business operations.

Management had therefore acted contrary to the law.

Management Responses
The management noted the auditor's observation and provided a draft policy documentfor reference' however trre approval ofthe policy *ouid b. effected once the new boardis in place in the month of May 2023.

Committee Observations

The committee observed that wh,e the management provided thc Risk ManagementPolicy framework, they did not aftach the Board upp.o.,ul minutes.

REPORT ON EFFECTIVENESS OF INTERNAI CONTROLS, RISKMANAGEMENT AND GOVERNANCE

Committee Recommendations

The committee recommends that the Board of Directors ensures that the watcrcompany puts in prace a, internar contror systcms such as tbe Internar Auditcommittee as provided under section 155(5) of the pubric Finance ManagementAct, 2012, and a Risk ManrpubricFinancer,,"*;;;-,1*;L,"j,it:l"::."",,$"il1*"',:"9,I.:[l]""J
oth€rs to guide thc internal operations ofthe water company and submit cvidcnce
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of the same to the Auditor-General for verification within 60 days from the

adoption of this report.

2. Unfettered Access to The Bilting System by Vendor

Assessment of the bilting system revealed the following anomalies;-

i. the Company did not have full control of the billing system' as some

functions were managed by the system's vendor;

ii. the vendor was autliorized to 
"x"cute 

any role in the system' including

administrator, notmatly resetu"d for departmental users' This was despite the

vendor not being an employee ofthe Company and not having been assigned

any responsibility in the operations of the company;

iii. access to the organizationis database was reserved to the vendor only and not

to staff of the ComPanY; and

iv. the system administrator, who was an employee of the Company' could not

change the password for the users of the billing system including his own

acco;nt and was therefore dependent on the system vendor'

In the circumstances, the system's """ity "ont'ols 
were weak and as a result'

management could not g*tunt"t the security and integrity of the data in the database

of the billing sYstem

Management ResPonse

The management stated that the system vendor surrendered the admin rights of the

bitling system to the Managing Director-MIWASCO and.also created access rights in

,tr" ,i*.- to ensure checks 
-and 

balances when operating the system' This was a

temporary measure since th" compa"y had a new ICT offrcer in place' The rights would

later be transferred to the ICT officer once he had undergone training' Further in Liaison

with the vendor, they did a system clean up removing all dormant and past operators in

the system and relocated the system '"*"t 
frorn revenue office to an isolated room in

anru.i.rg it, 
"""urity. 

Under the ongoing reforms' the company has put in place measures

to procure a new Enterprise resource planner (ERP)'

Committee Observations

Thecommitteeobservedthatthecompanyprovidedanupdatedsystemhandover
agreement stating that they now had access control'

Committee Recommendations

The Committee recommends that the Auditor Generat should ascertain whether

the water company had access control of the billing system and report in the next

audit cycle.
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CIIAPTER SEVEN

REPORT ON THE AUDITED FINANCIAL STATEMENTS FOR MOMBASA
WATER SUPPLY AND SANITATION COMPAIIY LIMITED FOR THE
FINANCIAI YE AR.zOzO I2O2I

The Goveinor of ,Mombasa County; Hoit. Abdullswamad Sherrif, Nassir, appeared
before the comniittde oh Thursday 22d !une,2023 to respond (under oath) to audit
queries raised in the Report of the Auditor-General on.. Financial Statemenr for
Mombasa watei'suppli and Sairitation compiury Limited (MowASSCo) for the
Financial Y ear 2020/2021. He was accompanied bi-

l.

ii.
i ii.
iv.

Mr, Evaiis Oarida

Mrs: Emilly Achieng
Mr. Abdurahim Farah
Mr. Kinyai Laban

'CECM'Finance .

CECM Water

MD MOWASSCO
GMMOWASSCO

The Mombasa water Siipply and sanitation company Limited is wholly owned by the
County Govemment of Mombasa

REPORT ON FINANCIAL STATEMENTS

The Auditor-General rendered a quarified opinion on,the financial statemcnts of
Mombasa water 'supply and Sanitatioh conipany ,Limited for the financial year
2020/2021 on the following basis.

l) Failure to Disclose'Material UncertaintJ^ Related to Going Concern
The statementrof profit or loss and othei comprehensive income reflects a loss before
tax of Kshs. 78,891;997 (2020 , a loss of Kshs. 120,548,405) ,which brought the
Company's accumulated loss to Kshs. 2,077,362,4,.6 as at 30 June, 202 I (2020 -.Kshs.
2,062'438'655). Further, the current riabilities of Kshs. r,grg,4z9,2r4 exceeded the
cnrrent assets ofKshs. 354,831,536 resulting into a negative working capital oFKshs.
l'464,597 

'678 as at 30 June,202r,The negarive liquidiry position is an indication of
the existence ola material uncertainty on the company's ability to continue as a going
concem.

The financial statements have been prepared on a going concem basis on the assumption
that the Company will continue to receive financial support from the County
Govemment of Mombasa and its creditors. However, this material uncertainty in
relation to going concern and any mitigating measures put in place by the Company,s
directors and management to reverse the undesirabre precarious financial position have
not been disclosed in the to the financial statements.
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rn the circumstances, the company is technicarty insolvent and may not be able to meet

its current obligations ut uno'li"n ;;;;it due and it may continue to depend on

support from the County Government'

Managemcnt ResPonse

ln order to address the problcm of going'on:"*:'th::^o-::.1?u.ll:J[:1:itfi;

:;';,;0il;J*"T,Y,}".ffi X"T,'","Hni:iTi:dffi i""",*."*-a
capaciry building ;'tJ;;'**iency and increase water supply- the

companv i' "*'"nlluv;":t;'il;; 
;v tre 

'world 
bank to rehabilitate and

expand water o'o"it''"' *iioI t*p""t"a to u" 
"omplete 

by December 2023'

After rehabiritatiJ;;;";;in'g to ,"au"" xnw through water loss trom

50% to 39Y' Tnis Jtt consequently increase our levenue by approximately

ksh 64,000'000 tffi"; ;;; ritding f'o,n the development partners'

worrd B ank N";;;;;"Deveroprnent 
at:il:l tfl:' 

;i:"J'";i"i'#
Mombasa will drastically improve il t:'"

completion "f 
M;;; ;; and Mwache water Treatment Plant by

December ZOZO' fi" a*f g""J volume 
-to 

Mombasa is 180'000m3 per day'

This volume "-*";ilt;''oo'ooorn' 
of water annualty which translates

iD

iii)

iu)

v)

fi 3,272,400,000 increase in revenue'

ilTff:il';)H'litl-n n*" been rormed and in the new deveroped

ff:LX'[# il::l]:: the equipment Tl r":1.':11""d and procurement

...'"ess initiated and contract signed awaiting delivery'

;;;;;;;* orBulk meters and consumer meters

For the last three vears "";;;;;;;;'" 
procured and installed 3'000

consumer meters mainlv t"o';;;;;;;"i *n-working meters and installed

;;;;;;; "."'"ction 
through various projects'

Bulk meters were installed ut'ounduty oi th" Cotrnty to accurately measure

the bulk suPPlY from the sources

Crr,o.., ldentification Survev (CIS)

The companv it *a"tturtiii ;;;"** Identiflrcation Survev (clS) to

identify custome" *itr' il"g;itiJJ;ni ut'o 
"t"un 

up the customer database'

H:':Tfi:ff1ffi'"n.."nt"o ERP' this will improve the process orthe

companv and mainlv "' J;;;;;;*t and reduce the commercial

NRW.

96 lPage



Committee Observations

l'he Committee cbserved that query remains uru..esolved from financia l year 2019/2020_
i. the financial shtements of the water company were prepar* 

", " r",r, """"a-basis despite the company incurring 
" 

r"* 
"r 

<rir. 7g,g9r ,g97 (accumulatedloss of Kshs. 2,077,362,476.a: 
lllil*", ZOzti naoperating with a negative

.. working qqpital,gf KshE, 1,46 4,sg7,67g in the r.i..r year under review.ii' The figures above were an indicati"" tt 
"irrr" 

."rr'p--y was tecrurica,y insorvent,nreaning that its survival was depena"u, on 
"on,inl"a,rrppo.t fro. the MombasaCounty Govemment.

Committee Recqgrmendations

The Committee recommerds that_ ,

i' the Governor of Mombasa County shourd take keen interest in themanagement and operations of the water company in line with Article t79(4) of the Constitution;

vi) Currently the company has over 50%o faulty meters while contributes toNRW, we are horvever expecting 10,000 metlrs fiom development partnerswhich when installed will greatly redu"" *ut", l,o*.vii) purchase of Smart Meters
The company in partnership with the county Govemrnent of Mombasa hasinitiated the process of 4sset financing il;-Nutio;;i;;J'ffi;, [:purchase of 10,000 smart meters that wi]t go along to reducing **;. ;;company will be reading water bills on actuals

,:il1#irlit'*ies 
put in place tle eompanv torr., i* u".n.educing as seen from the

the Accounting officer shourd ensurc disctosure of materiar uncertainty inrelation to going concern in tine with ;; 
";;il';".tor 

AccountingStandards Board template;
The Accounting OIIicer should_prepare and submit quarterly reports inregard to the financial and non_financial status ofthe wlter company in linewith section 166 of the pubtic Finance rrr"n"g"*"ni a"i"rrri, 

-.-", ..',,.,.
the Counry Executive Commirtee Member t; ;;.;;-;;*"ter shoutd takefull responsibility for monitoring the financial p".io.rn"n"" of the countycorporation in line with section Ig4 of the puttic f,in"nc" Management Act,

tt.

tIt.

lv.

2020/2021 2021/2022
Ygars

Losses 78,986,6s3 120,s48,405 78,891,,997 20,1 6s,380
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2012 andregularly report to the Governor throug'h the County Executive

Committee in line with itt'"t" t" (6) of thc Constitution;

v. the county """'o1ffi^ "iJ'i'u" -"lrn'"t- 
reporting on county

''t;.n","n*","*q j, j.;'jff ::S;l;;UX'::',1':JXlI,,i:,:l;
company in line with t

Board under section 77(2) of the Water Act' 20161

vi. the Accounting o'n*tlffii' *int" uo davs o'f the adoption of this report'

out in place strat"g'" "oa"iJoi^ti-* 
rn""'u*'ror recovery and to boost the

fi nancial neattn of the'w'# ""p*v 
for 

-self-sustainab 
itity' Additionally'

the management'"'i";; ;;got"i"' *:'":T'l::"{; 
;li:::f, lT::ilJ1

have updated assets register that reflect tt-:,::l;;;rciatviaritity

air.io"', tuoo*ement to determine and ascerlatn tt

as required bv th" P'#J;il;;;;""g Standards Board (PSASB)'

2) UnsuPPorted legal fees

The statement of profi t or':" 
T1,:]n",'.":T,' 1".i,":::: r'fiff ,T ffi le81?: T:

,#fi il?:ilfi'#:ilf ,'1"il:li"*"i;"ffi "rKshs7,6r2,300'rheamount

turther includes "t 
t'"";;;;;i''?'io'poo relatins to a pavment made to a

regar nrm ror registerirfit ;i"T;;; ;; 
"n-":'.i:,:,,Y*"il:'#];:H:i*"".0"" t" the County Government of Mombasa' regt

the chairman -a -"*oJ'"'"or;;;; and hnalizinP the formal agreement ot

transfers of asset' 
'*oui'"' 

*j-"oligations' Hot*Jt' there was no evidence

supporting tt'" puy*""t tlltutt"t,,it-'"0""t- *e work done by the legal

In the circumstances' the propriety and validity of the legal expenses Kshs'

O,rOr,OOO could not be confrmed'

Management Response " 42.000, a voucher is attached ofKshs' 2'348'000 together

D $Jr":$;H[:-;::ffif ;;aine *o,1 done ror the barance or Kshs

I,794,000, th" f"";;;;;"ut*n"a ind a letter giving instructions to the

advocate to transfer shares .oaliry Council Mombasa to

iD i-r,",t u'"' t'*" .t.:fJfl',til":;:Tff.y1T[..[ d, i," li.* *' *"'"'
the County Government or rvl::::;:;-"* 

management has initiated the

shareholding of the company Futhermore' the m

process of recov"'#';J""ii;;j'o'ooo paid to the advocate for work not

done.
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Committee Observations

The committee observed^that the management submitted the vouchers to support apayment of Kshs 4'r42'0o.o,ua. ,o u iJgui o.-""i ..rt.,"nng the transfer of sharesfrom Municipality Council Mombasa ," ;. ;;;;;
Audiror_Generar ror veri ncation rilil;;;;liJil:ffi:_.[y;T:1,ili,[:
noted that the management did not submit ,h" l";;;;, during aridit.
Committee Recom mendations

The Committee recommends that-
i. the Accounr,"* 

11T1.rloutd _ensure 
timety submissign,o[ documentsduring the audit process in.tine wirh."",ionlill Cl rrti; pr;lr";#;:::fairure to which the Committee sha, .."o--Jna for their investigation ahdprosecution,in line with section 62 (2) of tne puUtic Audit Act.tt , 

X:lrJHili_r1:r".*sures taken by the lyater company, the Committeeatter be marked as resolvcd. .-_-. .,,

3) Unbudgeted company secrctary services ) l

The statement'of profit and loss. and other comprehensive income reflects director,sexpenses of Kshs 5,05 1,400.as disclosed i, Nr;il; ;. financial_sratements, out ofwhich Kshs. 2,34g,000 relates to 
"_O.r.nr." 

""r" 
Jo.Oun, Secretary Services.However, thc expqnditure was not included in the annualunder review. rrarr"., 

-,rr" 
supporting payment vor"h:rdg", 

for the financrar year
authorized by an appropriate senior offr-ccr j"* o"rr#s 

w€re not ,reviewed and

In the circumstances, the propriety ofthe expenditure on coKshs. 2,348,000 could not be ascertained. ',mpany secretary services of

Management Response
The company did not budget for company secretary services for the year 2org/20r9therefore the ir was expensed in m. ai.".to.', 

"*il";;; line but cunently we havecurrently budgeted for company secretary services.

Committee .Obseryations

The Committee observed that the water company incurred an expendihue of Kshs.2,348,000 in relation to Company Secretary S"*i"., *ri"n *", not included in theannual budget for the financial year under rwiew.
Committee Recommendations

99 lPa ge



The Committee recommends that-

t. the Accounting Officer should comply with regulation 42(1)(b) of the Public

Finance Management (County Goveinment; Regulations' 2015 on exerting

budgetarY control measuresl and

theBoardofDirectorsshouldinstituteproperandrealisticbudgetplanning
as well as measures to enhance its own generated revenue' such as review of

tariffs and connection of more customers and automation to address

revenue leakages. The Auditor-General to confirm the effectiveness of the

mitigating measures put in place by the water company and report in the

subsequent audit cYcle'

ll,

4) Unsupported cash and cash equivalents

The statement of lrnanciul position as at 30 June' 2021 reflects cash and cash equivalents

balance of Kshs. 184,078,579 as disclosed in Note 7 to the financial statements'

Included in the balance i' * urnount Kshs' 4'493'344 held in an Account which was

not supported by a certiflcate of bank balance' bank statements and cash book Further'

included in the balance is an amount ofKshs 563'391 held in a mobile money account

which was not supported by a confirmation certificate'

In the circumstances, the 
"o,nfr"r"n"r. 

and accwacy of the cash and cash equivalents

Uutun"" of frnr. fi4,078,57g could not be confirmed'

Management ResPonse

The bank reconciliation and the bank statements for Posta Pay are hereby attached' We

are following up with the bank to get the bank certificate'

Committee Observations

The Committee observed that the query remains unresolved in the previous irnancial

year management submitted utl 
'"q'''i'"d 

to support a balance of Kshs' 563'391 that was

held in a mobile money 
^c"ount 

und a balance of Kshs' 4'493 '344 
in respect to Posta

Pay Account to the Auditor-General for verification except the certificate of bank

bulun"", which the company is yet to receive from the bank'

Committee Recommendations

The Committee recommends that-

i. the Board of Directors to take administrative action against the Managing

Director of the water "o*non, 
for failing to provide the certificate of bank
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5) Unconfirmed share capital
As previously reported, the company Limited was incorporated on lg March 201I to
take over services of the defunct Mombasa Water and Sewerage Company limited
which had an authorized share capital of Kshs:5,000,000. However, the old Company
w^as not liquidated andhd shares had been trans'fe,,edlto th" n"* co.phny as at 30 June
2o21' Further, out of the new Coriipany's authorized share capital of 5000 ordinary
shares ofKshs.l000 each, only twelve (12) shares vriiued at Kshs.l2,000 were alrofted
but not paid for, Ieaving a balance of Kshs.4,9gg shaibs un_ailotted.

ll.

Management Response

D The shares have been transferred from the Municipality council Mombasa to
the county Government of Mombasa attached is the cl2 to show the cunent
shareholding of the cornpany.

ii) Tlris is a presentation error on the financial statements which will be
corrected in the next financial year.

Committee Observations

The Committee observed that-

The management submitted the Company,s CRl2 to thc Comminee and the
Auditor-General for verification. The document confirmed that the aI shares had
been transferred from the the Municipality Council Mombasa to the County
Govemment of Mombasa.

balance and ensur.e the same is submitted to the Auditor_General for
verification with 60 days from the adoption ofthis report; and
t[e Accounting Officer should ensuie timely submission of documents
during the audit process in line wlth section 9 (l) (e) ofthe public Audit Act,
farlure to which the Committee shall recommend for their investigation and
prosecution in line *ith section 62 (2) of the public Audit Act.

Further, note 2 to the financial stat'eriients' iefleit issudd but not paid 5,012 ordinary
shaibd of par vatue of Kshs. 1000 each and *"1", ai;i;iiu.y ,t-". of pdr value of
Kshs.20 each, which is more than thd'authorized ordinary shares of 5000. in addition,
the issued but not paid share capital of Kshs.5,000,240 is also reflected in the statement
offinancial position under assets as amount due/receivabres from shaieholders capital,
resulting in a non-existent asset.

In the circumstances, the accuracy and compreteness of the share capitar balance of
Kshs.5,000,240 could not be confirmed.
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ii. There were errors in the presentation of the financial statements in the hnancial

Year under review'

Committce Rccommendations

The Committee recommends that-

i. the Accounting Officer adheres to section 119(2](b) of the Public Finance

Management Ao ";; il; 
'ii<'l 

" 
the Public Audit Act iu the

prcparation "o *u"""'"il'i"t n"'"t't and accounting records;

ii. the Accounting Ollicer should strengthen internal audit controls and ensure

ProPer record keePing;

iii. the Accounting Officer to tahc appropriate administrative action on the

officers within th" i;;";;; "nd 
Fiooo"" 9:l:ttt""t 

who failed to keep

complete financial ;;; i""ota"n"" *itn'their terms and conditions of

appointment "' "-n'i";";; 
]oi"' t"q"it"a by the Accountants Act' Cap'

531; and

the Accounting officcr shourd enhance the capacity of officers preparing

financial statements t" *"t;; ;il-the accounting standards and should

further invest io t""uootogrPivoJ""""*"' tn't reiu"e inaccuracies in the

preparation of financial statcments'

lv.

6) Long outstanding Debts 
- . n -.- r--A- o.rl orher oavables balance of Kshs'

#;;;il;"; "f 
financial position reflects trade and other I

t.8te,42g.714and as disclosei';il;;t; the hnancial 
"""In"nt'' 

lncluded in the

balance is an amount "f 
K'h'' ;';;?'iog'tao retating t":^"ff"1ffi:fi;T;T}tl

ffi. ;,;t;,;; '2'19 
or 9l'hhas been outstanding for more

30 June 2021 '

The trade payables include an amount of Kshs' l'153'469'128 related to debts owed to

c o a st w .te r w o't" o"'" Jp1o# ;;;;;;: ^t*:tl^ ::1,'ffi1::, Jil1' :""1"T'll;

"m*tr:;s,':,';l;l#ffi 
Jrff ;'TI':T::H#'r-r**"'u'o''u'

l["* lr 
j:"r:J ;:'.fl [3,:i J;::x,?lil * n*" 

" ll :::""" 
ror wa'[er s erv i ce trus'i

tund grant whereas tn" ";:*t;;";r'"a'i" 
p'"iata for audit review indicated an

amount of Kshs l'416'603 ii" ^t"rn^t' 
could not be explained'

In the circumstances the "t;;';;;"rnf't'"n"" 
of the trade and other payables

balance of Kshs l '81g '429 'zl|could 
not be confirmed

Managcment ResPonse
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The company has faced cash flow challenges on high cost ofoperations anda lower water tariff that is berow fu cost r-ecovery;Jilg in monthry cashdeficit which was made worse. by ,h. c"rid_i;;";.#i rri, hu, t*g.tyexplained its inability to meet.its obtigati"";;r-#;;";"iu". Ho*"r.r, *"received a..Conditional Liouiditv s,,,--^^* ^^. ll, .I'l'^
,r"",er,*",.1s..ffi ;i#lllX;T#;:,:T:t:',:;:TT#;.***
to offset part of the,CWWDa aebt.
,n. "::rT, is in &e process of reconciling the variance see aftachedreconciliation done.

Itr;,correc1 
baiange fpl wateq service trust fur-rd is 0 as shown in the bankstatement,,balancE cenfir.mation certiJicate 

"na 
U"* ,"*r"if iadon attached.

Committee Observations

The Committee,observed that.the.issue is.recurring from the preyious year_
i. The amount iebbided iir the company,s financial statement in regards to tradepayabrds of i(shi. i.i sz.qaqpi ;; tot;;r;;ater works DevetopmentAgency differed U.--* j:T:!, ,f ,f," ag.r"i',trat indicated an.outsrandingdebt of Kshs. Ksh.1,571,123.390 leading ;;-;;"" of Kshs. 417,6s4,262.This variance was not reconciled or expla=ined. _-ii' The .water company,:-11d, 

" yd" *d';;". payubl"s, barance of kshs.1,3,7,074,2?9,(g7y.o of.torar payables) which had bein ou*tanding for more than90 days.

Committee Reconrmendations

The Committee recommends that_

i. the Gpyernor of , Mombasa County engages the Coast Water WorksDevelopment Agency and-oth". ."r"*n, 
"'..1;;;;, ,*."" on a repaymentplan for the trade and other payables frl"""" 

"i X.f, s. 1,317,074,279 andfile a report on the same with thc Auditor_Ger".rt fo. n".iti"ation within 60days from the adoption of this report. ff," araftr.-C"r;;il,fiJ":
status update on the matter in the subseque", 

"*r, "rr",ii' the Accounting QIficeJ undertar.., tn" o.""r."|-,oon,0,, reconc,iations asrequire! by section 90 (f) of the pubtic f#rr""" ff"nogement (CountyGovernm_ents) Regutations, 2015 and ;;;';;;"""ce of the same to theAuditor-General for verificatior. Th" Ar;i;;_"""".", to provide a statusupdate of the same in the subscquent audit cycle.

D

i)

iiD

Key Audit Matters

103 lPage



otherMatter "'rerinrormation"::"1':{:i}"il':I3:"ff:i;"-
l) Failurc to present tn" "t"r;;;;;';" finan"iar ui::^:":""" 

sr.atemenr. manasemenr
The other information accoil;;;"",. 

."rporate govemal

aiJnot 
"ontuin 

the chairman's suo"., 

""i 
,rr,"t""iiliry reporting and corporate socral

discussions and analYsis' env'

;;'*l;::m:::X1'ri" 
nn"n"iur statements o"'"'?' '"1',',],,1J'l^il'l'i5:I:*''

'rl*il;;;;tes and template issued bv the public acco

Management ResPonse 
" ^1 w ith in 2o2ll2o22 financial statements'

This has now been comPltec

Committee Observations

'i.' "il'l*: ffi ::[HT lffi ;:f#:i ,:;:"ffi : JJl i::Ti[:J li

[:"*Tfi ":'.ff'T:ffiffit';;;dsBoa'd{P.s&uentyear's(202tt22')
ii. The management corrected the omission in the st

reDort thus the matter was resolved'

Committee Recommendations

The Committee recommends thatl

. :H.T:Tit1T,ti'r*:il-{l!llifil# $**I"1
complete financial records in accordance w"n ti',;t';;;;;;;nts 

Act' Cap'

appointment or cmployment and as required by

531;

ii. ii"'e."ouo,,ne o *;::,3"'"il:,:rif 'I ifl t']:?,l"t fi .11'I,tf l;:

f#f ;ffi :"1":"1'"*"'"""t"t"ounci"t""aaccountingrecordsi

iii. the Accounting offi cer should enhance tt: :1'[,"i:/':i"flfT:'"["'#'J:
financial statements to complv with the :"::::J:::t';;i "i 'i"i'i'iog
prioritizc investments in technology and pro

inaccuracies U"'"''""0"*tion of financial statement;

iv. the Accounting Officer should strengthen internal audit controls and ensure

ProPer record keePing;

v. noting the mitigation measures taken by the managcment' the Committee

" 
t""otin'"ou"o" ii" -"tt"t ot marked as resolved' 

roa I p 
" 

c "



2) Budgetary Control and performance

The statement of comparative budget and actual amounts rel

il',"::,Tili:#;:t1i-::'*'n,-iJ,,,i':;:;:TX*T:lXlJ::#
uuJget. simirarif;.JJo"".,.11tt ]i^11nue of Kshs 1,047,474,764 or 46yo orthe
z,siz,zstisi,'i";;;ffT' spent e2e'760,387 against an appror"a u,iag"t orrcrn ,budget. under expenditure ofKshs ,,rrr"ono,uui 

"iii;" "*
Management Response
i) The world witnessed urnre.prtchr-.r /-^_.: r i ^ h .

_*ru*::ti*..*i*:i,fi ;i;i::fi :i;ffi $"*T:.TT*[:11;
11i,ia"* .r ;" J;; #:T;ffiT:l:#:T,,H,:";. *..ad or the "il ffi ";;wahanchi with,no jisconn"";;';;.-:::::] jlf,'",r,"rruo1ed provision of water to
therefore irnplemented ,n" :t'o.1 

o""1 *paid bills b/ ''rratel torprri"r. rn. #;;;

*xlrr. ;ilu:l :fi :";_,l:::ililJll .; :::r;* I 
jk::#

ii) Majgr customers for rhe

3:r:i. 
i4 

^i,.i"; #: :i;::Hl|ffi #LXJ.[liji il:,:yt,,c 
.ovid most or the

the reveiue. . ., r .,aurrr6 ro reouctron in bills cons.equently reducing
iii)The shortfall ih'revenue \.r/A< ^., ra.,,r+ ^.L t .. l

"i'c ;l- *i'"ffi * i: Jffi ffi :T, :J# lt;,""i*It1 I 
i 
1 ?9to!! ar ws rr

il:."^:: fudsgt rsns t,zts,sit,zos a. iuiil, ;;;,*"" 
.rKshs r3e;005,825.

47 5,806,07'4 a variance orrcsns zoa,o+t ,131. 
*"- ended up receiving':Kshs

Committee Observations

The Cornmittee observed that query remains unresolve d from20l9/2020_
i. The cgmpany had a revenr," eh^.+r- ^. r, , .

budget). 
revenue shortfall of Kshs. 1,047,474,764 (460/o of the

":._li:""iT:#r.r;:1,:ri** 
Kshs 1,372,4e4,667 or 6o%,of its budget

The Committee recommends that_

i. the Accounting Officer.should compty wirh regulation 4\(l)(b)of the public
I-,1X#f*:l;1',::::.1y,:,*.";;; ;ii"; J,,ions, 20r5 on exerting
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ll.

board temPlates.

Committee Observations

201812019.

Committee Recommcndations

RESOURCES

the Board of Directors shourd institute proper and realistic budget pranning

as well as measures to cnhance its own lenerated revenue, such as review of

tariffs and conncction of more "'sto*"rt 
and automation to address

revenue leakages. The Auditor-General to confirm the effectiveness of the

mitigating measures put in place by the water company and report in the

subsequent audit cYcle'

3) Unresolved Prior audit matters

In the audit report of previous years' a number of issucs were raised under the report on

Frnancial statements t"*"'"J' t"""g"ment has not resolved the issues nor disclosed

all the prior year audit tun"" u' OtJ"tded by the public sector accounting standards

Management ResPonse

in" rn-unur"."nt has noted and we shall comply going forward'

The Commiftee observed that the management of the water company did not take action

in resolving the qu"ti""uit"a i'itt'" t"ion clftn" ouditor-General for the financial year

The Committee recommends that the Accounting Officer should resolve any issues

resulting from an audit that remains outstanding as rcquired by section 149(2Xl)

of the Public Finance f*""g"rn"" i ct'2012and the Auditor-General provides a

status update on tn" p'ogt"" t"a" oo the matter in the subsequent audit cycle

upon review of the progress report'

REPORT OF LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC

Pursuant to atticle 229(6)0l the Constitution' based on the audit procedures performed

by the Auditor-General, the 
"ff"*frrt 

rn"*"'s lormed basis of conclusion that public

,Jr"r..". were not apptied lawfully and in an effective way-

1) Poor Sewerage and sanitation serviccs to Mombasa Residents'
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Review of the company records and an.audit inspection carried out in January,2022
revealed weaknesses in the management of sewerage and sanitation r.*t".. *'*t,
Mombasa city as detailed below:

i) the Company transports wastes from customers who are not connected to
Mombasa water sewer networks using exhausters. Howgver, the company
does not have,a.license from National Environment Management A;;;i;. to carry out the service.

ii)

iii)

iv)

:Raw sgwqr wasles in Mombasa island and west main land is emptied into the
ocean due to lack of sewer treatment plants.
The sewer treatment plants at Kizingo and Kipevu have not been operating
for the last 20 years and 7 years respectively. progress repgrt
In addition,g sq1.v9r,!etP-o.,rFs qqllapsed (five in ota tovun, two in Mambwean! hvo in West mainland)' while all the eight pump stations lforr in *esi
mainland and four in island) are also not working. .

Further, the untreated waste poses health hazards io the residents of Mombasa
c rty.

v)

This is contrary to regurations l0 and , of the bnviiorunenta'management andcoordination (waste water) regulations, 2006 which requires an operator to have alicense for the transportation of waste and to operate a waste disposal site or plant
among others.

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

Management Response .. .r ,i) The company could not get the NEMA license due the condition of the waste
water treatment plant but we have now embarked on the rehabilitation of the
plaats and the pumping.station.

2

ii) Raw wastewater is being released into ihe ocean because the teatment plants
are not operational. However, through the WSDp programme the following
projects are oltgoing to rectifi/ this:

KE-MOWASCO- 16771-CW-RFB Rehabilitation of the Kipevu wastewater
treatment plant and pullping stationi. The project is at 35% progress with a
completion date of l l'h November 2024. The project is to iehab,itate the treatment
plant and West Mainland pump stations.
KE-MOWASCO- l 13723-CW-RFB Rehabilitation and Extensibn of Sewer
Networks in West mainland and Island. The project is at 10.5% progress with the
completion date of r4h lury 2024. This project entails replacing old sewer sections,
rehabilitation of manholes, replacement of manhole covers and desludging of
manholes.

KE-MOWASCO- I 6772-CW-RFBA_OT I Improvement of srorm water outlets and
combined sewer overflows in Mombasa Island. This entails improvement of storm

3

107 lPage



water outlets to cater for illegal connections of sewage' to storm water drains and

also improvement of the put"p 
'tutiont 

within the island'

Committee Observations

The Committee observed that-

i. The water company transported waste using exhausters despite not having a

ricense from Nati".", E:i]:;;"rino*^*.r.1,,.ourhorirv 0{EMA) to carry out

the service contrary t" 1;t#;'i; u"J" o r'n"'*ironmental Management

and Coordination (Waste Water) Regulations' 2006

ii. various of the ""t;;:';;;l ""it"'n' 
and pump stations have collapsed or

iii. il"T:;:titl?"nv emptied raw sewer waste into the ocean due to lack of sewer

treatment plants' ' cts to rehabilitate the waste

iv. ;;;;;i;'^*^oanv has embarked on various prole

water treatment prr",.l pr.pi"g stations, and sewer networks'

Committee Recommendations

The Committee recommends thatl -

i. the Auditor-General reviews the mitigation' measures undertaken by the

water company t" t"i"O'""" the waste water treatmetrt plants' pumping

stations, "oo 
t"*"t 

"i"'tlotrtl-"oa 

pto'ia" a status report on the same to the

Committee; and

ii. NEMA to submit a status report within sixty(60) days of the adoption of this

report on to" "'"tt""t "i 
-t"o-" 

"*"t't"o"tt-:j' 
to" measures taken by the

countv Gover"'"'i'"ii';;;;;;" to NEMA guidelines on waste

management'

2) Irregular award of contract

In the year under review' the company awarded 
^ ""'"t:':t,t"i;;];o"".:i':'|e"11ffit;

to a local motor insurance companv Review':l 
T*;;;;;."prouia"'onzo*

y*l*x'.'JJ:,Y'Ji'#i:,[::I":Ti::ill[::*TH:fu:]y:"xl
which less than th" 

"ipd;;;';;;;"en 
days' window period before signing the contract'

Fu(her the o'o"u""nt'ui];;;;i *""'e'"d,bv -1-1"'11il,:ffir1;;"ll:fi:Xili
"il..l 

o,t no authorizing lctter delegating such respot

verification'

This is contrary to Section 135 (3) of the Public Procurement and Asset Disposal Act'

ioi, u","' tn"t '" *'nt"'Jj""it,YJtffiffi*J*.o *'*" the period 

T:[ t"



the notification but not before fourteen days have erapsed fo,owing the giving ofthatnotification provided that a contract shau be signed within the tencler varidity period,.
In the circumstances, management was in breach of the law
Management Response

i) Ttre Water Bowsers and Vacuum Exhausters ol
consistent water supply ;,r-#;"::lT " 

great role in facirilating

settlemenrs una in i",i1,,.i,.'^:::,:::": 
servrces especiallv to informal

rhetimeror",*:H"",Ib"1il-HI*::ffiT;i".,::':,ffir;n*i
lives thus the Aecounting Officer invokedseciion Ol1:; of tne ppADA 2015to approve the nrocullenj relating to an urgent need. This was in adherenceto the.directive issued by.the Mi.r"y 

"r 
w"i"r ro provide water in strategiclocatioru and points to enable efrectiue handwashing and,adequate provisionto all the residents, hospitals, heatth centers-anJdispensaries..

_ ii) The contract was duly signed as O";;;;;;*Committee Observations

l ne uommtflee observed that_

i' the..water company awarded a contract for motor u"hi.r"ii^*-.e to a locarlnsurance conpany that deals with motor vehicres before the ,r4-day windowperiod.after notificarion of tend", nua 
"tup."J, 

.;;; ," Section 135(3). of thepubtic proourement and Asset Dispord i;;;;"'"ii. The.managdmeht,noted_that the *ii* ** 
", ".J.ult of ."urr."s taken.ro curbthe spread of COVID_19.

Committee Recommendations

Noting that the water company took thc measures to curb the spread of covlD_19, the Committee recomme*.".."-,-,.*bn*'""#ffi::il'IJ5ff HjiJ;.JIl;;ffi ll;*1ll:
.|.:ffjJff]rJc 

procuremenr and isset Disposat o",, *nr, regards timerines

" ,t::Ht*t 
of Procurement of Goods and services outside the e-procurement

In the year under review, the company processed the procurement ofgoods and servicesmanually and outside the aDr+qz,"ip,ii"pffi ;J::::'11#sffi,:ir;:ffi 
"","J:Tl;;**:*:i:l' the conduct of e-procurement

sha, be ca*ied il; ;;:_*'ffiJil[ XlHi::*:J:,::;.;;*:lntegrated to state portal,,
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In the circumstances, management was in breach of law'

T#::ililifl"'ii ""q,i,"a 
ERp system which is intesrated to pprp (pubtic

Procurement Information Portal)'

Committee Observations

The Committee observed that the water company processed the procuement of goods

and services manually and outside the approved procurement systems contrary to the

regulation  9(2) ofPublic procurement and Asses Disposal Regulations 2020 The

water company has since acquired an ERP system to suPport e-procurement' thus the

4) Irregular expenditure on Repairs and Maintenance of Motor vchicles

The statement ofprofit - iot' una other comprehensive income reflects transport and

travelling amount of fth'-:f'O:S'S:S as disclosed in note 19 to the statement of

fLnancial statements' The transport and travelling amount includes an expenditue for

repairs and maint"t'*"" oirn*o' vehicles of Kshs ' 13"17i'574'OO' however' the repairs

were not supported with pre and post inspection reports from the department of public

matter was resolved.

Committee Recommendations

Noting the mitigation measures taken by the management on acquiring an ERP

system to support e-procurement' the Committee recommends that the matter be

marked as resolved.

works.

Further, the Company procured a l-year framework contract for repair and maintenance

of motor vehicle services using request for Quotation 
^and. lot 

oPen telder con:^l-1:j:

,rirt" t.""*".ent Asset pispotuf Regulations' 2020 which states that' a procunng

€ntity may enter into a framewirk agreeirent through open tender using an invitation to

tender which shalr specif -<ul irrut the procuring enrity intends to establish a

framework agreement; (b) the number ofsuppliers or contractors which shall not be less

than seven altemutir. .,"naorr; f,j^tf'" a**ion of the framework agreement which shall

not exceed three years; (d) the evaluation criteria; (e) an estimate ofthe total volume or

scope of work or quantity of pt""ftu'"' expected t: bt T'd" 
for the duration of the

framework agreement, as 
"rptJp'iat"' "tO 

(f any other information as may be deemed

relevant.

In addition, there was only 1 repair and maintenance service provider' contraly to

framework contract requirement'
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In the circumstance, management was in breach ofthe regulatioru.

Management Responsc
ir The company has engaged ministry ofpublic works to do pre aad post repair

works on the vehicles.

This was not a framework contract, the company procured.a l.yeal coritract
for repair and maintenance of motor vehicle slrvices,usihg' request fof,
Quotation. Currently we have a l-year contract for repair ara."ri",.ni"." 

"iniotor vehicle services procured through open tender.

ii)

Committee Observations

The,Committee observed that the management submifted. documents .to support:thq
expenditure of Kshs. 13,173,574 for repairs and maintenance of motor vehictes and the
same was verified by the Auditor_General.

Comruitlee Recommendations

The Committee rec'ommends that-

the iAccounting Olficer should ensure timely submission. of documents
during the audit process in line with section 9 (l) (e) ofthe public AuditAct,
failure to 'which the Committee sharr recom mend for theiT investig4tign a4$
pros€cutioninlinewithscction62(2)ofthepubrcauaiiact."
Noting the mitigation measures taken by the company, the Committee
recommends that the matter be marked as resolved.

5) h'regular expenditure on Fuel aud Oils
The statem€nt ofprofit and loss and other comprehensive income reflects tansport and
travelling amount of Kshs 3 1,026,g39 as disclosed in note t 9 to the financial statements.
The transport and travelling amount includes an expenditure on fuel and oils of kshs
12,621,606. Audit review of the expenditure revealed the following anomalies:

i circular No op/cAB.9/l0gA dated 30rh April, 201 5 for supply of fuer and oir to
govemment by National oil Corporation of Ke'ya (National o ) states that in
order to realize the benefits, all ministries and Goverrunent agencies are
therefore, requested to Iiaise and negotiate with the corporation for supply of fuel
and oil. However, no evidence of negotiation between the Company and
National Oil was provided for audit review.

ii. Fuel and lubricants costing Kshs. 12,621,606 were not taken on charge vide
counter rcceipt voucher (S I 3).

ll
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lll Work tickets of the company vehicles did not

carried forward and distance covered'

indicate total fuel drawn' fuel

Management Response 
r ^.-..^^- +l'a .^rnnanv and national oil before the

; 
- 

There was a negotiation between the company a

contract was signed 
rs S13 is difficult to record

ii) ir, ,"*t' as the document to receive Eoods and t

fuel we use " 
trrt"rn"Il' 

'"""t*a 
f"t record-sheet which is countersigned

by three (3) repr"'J;;;t; procurement' HumanResource andFinance

departrnents' '; now using complete work

iiD This has since been corrected and the company ts

tickets indicating the fuet drawn and distance covered'

Committee Observations

The Committee observed that-

i. The management failed to provide evidence of negotiation between th€

Company una NutionuitrirJ' t'pprv of tuel and.'oil for audit review as ts

required bv circurar ti:"orffi'fi::l:::::lAprl' 2015 ror supprv or

fuel and oil to gou"tnrnln'O"utional Oil Corporation of Kenya (National Oil)'

ii. The management '"0';;;;; 
tickets that excluded information such as total

fuel drawn, fuet 
"atried 

forward and distance covered' However' this was

corrected urro un urn"ili"a 
'"oo' 

*^ submifted to the Auditor-General for

verification. to receive goods, however,
iii. Th" -unugtrn"nt clarified that the S13 document ls

recording of fuel it a"* "Jg 
an intemally generated fuel record sheet'

Committee Recommendations

The Committee recommends that-

i. the Accounting Officer should ensure timely submission of documents

during the audit pt;;' r'lit" "ifi' 
section 9 (1)-(e) of the Public Audit Act'

failure to which tn";;;;;;;t thall recommend for their investigation and

prosecution in tine with section 62 (2) of the Public Audit Act'

ii. Noting the -itig"t;; ;;;sures taken by the- company' the Committee

recommends that the matter be marked as resolved'
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CHAPTEREIGHT

REPORT ON THE AUDITED FINANCIAL STATEMENTS FOR NANYUKIWATER AND SANITATION COMPANY LIMITED FOR THE FINANCIAT,YEAR2020t202

The Govemor of Laikipia Cciunty Hbn. Joshta Wakahora Irungri, EGH appeared beforethe Commitee on Thursday 2l.r September, Z0Z3 to respona (under oath) to auditqueiies raised in the Report of the'Auditor General on Financial stat"."rt, r* Nuny*i
Ii,::^l* Sanitation Company (NAWASCO) Limited for the Financial year
2020/2021. He was accompanied by_

- CECM Water and Sanitation
- CECM Finance and Economic planrLing
- MD Nanyuki Water
- Intemal Auditor Nanyuki Water

fhe Nanyuki Water and Sanitation Company Limited is whblly owned by the CounryGovemment of Laikipia. ,

REPORT ON THE FINANCIAL STATEMENTS

The Auditor-Generar rendered a quarified 'opidion: on the.financiar statements rorNanyuki water and sanitation company Limited for.the financial year 2020/202r onthe following basis-

l.l Unsupported Trade and other Receivables

As discrosed in Note 27 to'the linanciat statements, the statement of financial positionreflects trade receivables balance ofKshs, 153,505102.5 as at 30ft,June rOrr. ;;;;;;;,audit review indicated the following anomalies;

i varue Added rax (vAT) refundabre of Kshs 22,253,547 was norsupported with correspondences fiom Kenya Revenue Ruthority.
n. The company's Board approved the write off of the specific bad debtsamounting to Kshs 30,605,364. However, the write off was not approved bythe County Executive Committee Member for Finance. This is contrary tosection 150(2) of the- public }-inance Management Act which requires anAccounting Oflicer of a County Govemment entity to obtain approval of the
County Executive Commitlee Member for Finance to Write off a loss.

In addition, the criteria ofselecting debtors who quarified for write off was unclear sincemajority ofdebtors were entities that sti, exist und Munug"-"rt ought to have prannedfor instalment payment anangements with affected clienis. l'his is contrary to section

t.

ii.
iii.
iv.

Mrs. Leah Njeri
Mr. Wachira Gachgri
Mr. Ken4edy Gitonga
Mrs. Phoebe Karimi
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f;:?;,:*:"';TJ::[::*::"8"#"T'!T[l:::""']fr #r.:ii:*liilr:*
;:J'J;.;;ce with the PFM Act' the Regulations or anv

In the circumstances the accuacy of the trade and other receivables balance of Kshs'

iir,iot,ort could not be confirmed'

Management ResPonse

i. The company is mandated to provide s1f1' yotab]e drinking water and waste

water managem*..;;; e.", c"p. 476 (enacted in 1989 now repealed)

categorized both water and waste water mana^gem errt as zero rdted supPly'

However, th" v Ar X".'t 3* ;;;i;1': :::'],9'.T ,"j,T ffi:'ili,l:
September 2013' re-categorized water p':'tt]:Til;;""i 

"i 
tn" i**' *"

waste water manaBement as taxable supply Attet

waste water **u'"rn"rrt *Oply became gxempl supply'

raxLaws(Amendment)Biil'20l-t"o"*":11T::ffi ili,bt:,*"Jl:1}"#

:i:!i:ir':';;t'I,H:H["i:fl iililfi:ffi uv"''uie"'a

supplies *"''o ""iili"'l"iiJ'fo' 'n'ut 
o*' Guided bv the provisions of the

Iaw, the 
"ornou"'"i^o- 

t"ti"**t' claimed'the VAT input which had

accumulated .o 
"il:;;;;;;;;;;" 

time oraudit' However' application

of refund f'"rn K";';";nue Authoriry" was still under review' The

companv *u' *J*ll "it''t*in" 
uo' *"dits on its tuture VAT liabilities'

ii. The write off was presented to the County Executive Committee Member:

Finance' pruttlt'l lffil'"*tt;;welopment for ratification and this was

done on 8th June 2022

Committee Observations

The Committee observed that-

i. as at 30th June 2021' KRA owed the company VAT refund amounting to

ii. [1".,"';1]i,lll,'uo *u' written orr "'"{1ll -"}o 
contravened section

150 of the PFM Act ffi ;*il; t50- of PFM (countv Governments)

Regulations, ZOrs u' tfi tinug"*"nt did not seek the approval of the

CECM Finance'

Committee Recommendations

The Committee recomrhends that-
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t. the Auditor-General to carry out debtor circularization of the VATrefund'with a view to con.firm and verify the amount outstanaing ana toverify if the amount stated is
the Accounting d;;; ;#:J;frH,lf,:JJli. or ro.,,,r",,og ,payment agreement to settle the outstanding Vef n"-funas 

""a 
p-ria.a detailed status report: oi the same 

,r, 
,in- o"-i*-General for

;::f*,""t 
ieg1tinc within 60 d,y; ;;_;;;;;;"", this report;

l_*r}h: T, oh1-cgrruniqgn-Commission (EACC) to investigate thecrrcumstadces under vvhich ilie Kshs.30,605,til *r, ,ri*rully writtenoffwith a view to recommendins to the ;,*'"";;;;;ri" p.r."trtion,prosecution of the Briard,Members if brimirri 
"U,O"O,ir, ".,r"r.

.

ltr-

1.2 Lack of 0wnership documents

The sratement. of financial position reflects a balancc of Kshs 251,431,043 underPropedy, plant and,Equipment, which, as, 0,."i1"i",, Ngte t9 to the financialstatemenrs, includes an amo,nt of Kshs. rqrJi,li,iJlr r"rp."t ot tu,a acquired fromNanyuki High schogJ' F{owev1, rhe lirl" d.;;;;.""* 0."",0"0 for audit verification-Further, logbooks for (l) motor vshicte *a toi ^",if "r"i;^;;,;il,"1"il1i1.4, 165,708 were not provided for audit ."ui"*.
In the circumstan".r, th" o*n"rrt ip":ld,"."1.1:I ot rhe properry plant and equipmentbalance ofKshs. 2SlA3l,O43 as at 30rh June 2021 could not be confirmed.
Management Response

The financial statements reflected a balance of Ksh s.251 , 431 ,043rna". t.op".ry, Rluntand Equipment. The logbooks ofthe (4) ,""r". 
"r"i* rri"it; n,oto. vehicle valued atkshs. 4, I 65,708 ari part of assets f err"i no* if," iirrra^**t, Municipal Coturciilthrough Northern Water Works Agency to NAWASCO.

The amount ofKshs 30,000,0.00 is the value of the instalrations at Nanyuki High schoolcomprising of one borehore (2 r 0m deep, yierd 25 rn;^l 
""0 

two reirforced concretestorage tanks ( l,l36mr,l,000mr).

Committee Observations

The Committee observed that the query remains unresolved as-
i. the ownership documents_ for the land acquired from Nanyuki High Schoolwere not submifted to the Auditor-General in contravention of section9(l)(e) of the public Audir Act.
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the losbooks for one motor vel"n "::,1:::.Totor 
cycles all valued at Kshs'

o,iii,* *tt" not provided for audit revtew'

'fhe Committee Recommends that; -

i. the Governor provides ownership documents'forrht till'Li:#J:lt
Nanyuki High School to the Auditor-General r

the adoPtion of this report;

ii. the water company submits to the Auditor-General logbooks for the one

motor vehicle '""';:;;;;;""""u 
valued at Kshs' 4'165'708 within

twenty-one days of the adoption of this report;

iii. The Accounting Officer ensures that the wlter company maintains an

up-to-date """t 
tl*"i"t in the format O'"''"'ltO"O by the Public Sector

Accou ntins "";-;' 
;;; 6rsas e1 a na ttre 

::i#T':1tT:3#:;
valuation of all its assets and submit the sar

within 60 days from the adoption of this rcporti

iv. the Governor to engage the Intergover:Ilj,l:t::[:*:iT::t
iommitte" (IGRTC) to ensure tn:t t|t" l:"j
and liabilities are completed in a timely manner;

v. theAuditor-Generartoundertakephvsicarveri[:t:"JJ:1lHI::f'fnt:;
water company and provide a status'report

days from the adoption of this report'

REPORT OF LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC

Committee Recommendations

RESOURCES

Pursuant to artl

by the Auditor

resources were

cte22e(6)of theconstitution':1;;*:H.lJ:l:i::iij:"iflIlffi:
-General, the following matter

;* 
"rriOd 

lawfully and in an effective way-

2.1 Non-Compliance with National Cohesion and Integrity Act 2008

Review of human resource records revealed that during the year under review' the

companv had a totar ot'i*'l,-on" te rl emplovees'l *'T':'"1il0.i::I"J*[:'*-,i:

il;';fi;';*v-nine(4e)oreightv(80%)werefromthet
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ls contrary to section 7(2) of the Nationar cohesion and Integrity Act, 200g whichprovide that ,,No public establishment ,h"ll h"*;;.;;
the same ethnic community.,, m one third of its staff from

;n;ffir$;J,ranagement discriminate orher communities in emptoyment and

Management Response

::il:fflH"H:'J:HlJ:' 6 I (sixtv-one starr) rrom detunct Nanyuki Municipar
advertisemenh from Nationai 

nt recruitrnents are done competitively and fhi.i;;;newspapers and company website.
Committee Observations

The Commiftee observed that the query remains uru.esolved because the company had80% of staff who were &om the dominant 
""^;;nr".-""Committee Recommcndations

The Commrttec recommcnds thati -
i. The Board and the

p ro gress ivery i,,r, 
" ", ffi :'[ 

-""1T;;,,T 
. ffi[ ff I i:T2, 

."T,,.^:
Nationat Cohesion and Integriry 

"",, 
;;;.;*:.;ii"r, ."qui.", that pubtie

,T ::Hff :i: :l:l*:L: i"p'""n' ;; ;;;.;il 
", the peop,e or Kenya

ii. The Board and the
progrcssivery *-r,, ;;;'1"""t',:t,, ;;T.,#H: deriberate errorts to
C ap.2 6 s w rr ic h p ro vi a es rh a t a t r ea s t * il ;;; r1?r" :fiJlH:.J ol,":
:ffiYril:' 

be filled bv candidates 
"t'o a"" ,r, ,.r. thc dominant ethnic

2.2 Non-Revenue Water

Review ofdocuments provided for audit revealed that the colcubic merers of water duringLhc 
J^.:. 

ou, 
", *n,"n' r,)rr,ff "ff .JffiXJf 

f,:i ilconsumers. The balance 
", ,..11619r-:.:O]" ,","r. 

".-"r"*ximatety 40% of rhe total
;,:il:,r:*::i, ;J::: il.-.|. 

r 2.68 8. 2 60,"o.","n,f iion- * even ue wa rer (NR w)
Reguratory Board (wASRE"ij';;J,?[]'" 

or 25%o provided bv the water il;;J

7l7 lt, vg7



The significant level of Non-Revenue Water is an indication of inefhciency and

ineffectiveness in the use "t;;;;;;t; 
*'**"t' 'i'1i1 

nesativelv impact on the

;;r;;;;*tabilitv and its abilitv to continue as going concern'

Management ResPonse

The company has accessed factors that caused high NRW that is ab ove 25Yo in addition

to evaluation of water U"f*"J ""tp*ent 
based on lnlemational water association

standards (lWA) and *"'"t b;;;;;oi"' u** of overall NRW was as a result of real

losses attributed to the following;

2.2.1 Real Losses

o Poor condition of parts of the water network infrastructure

Water supply infrastructure that was installed during the 1970s consists of deteriorated

materials like Galvanized n*iiil' "puc' 
and Cast Iron' This has led to significant

physical losses due to the condition of th"se old and degraded components'

. Vandalism and destruction of raw water matns

During the dry seasons (January to March and August to September)' herders migrate

to the Mt. Kenya forest in '"u''i 
;;"t and p-asture' this usually results to them

vandalizing the pipelines leading to water losses'

. Network Damage by Other Service Providers

In the fiscal year 202012021' the Non-Revenue Water (f{RW) ratio experienced an

upsurge as a result of i'11"'tt;;;age incurred during the installation of fiber

network cables una tn" itp'o'ii'f,i oitoui n"*ottt' within Nanvuki municipality'

Inaccurate master and consumer meters contributed to 32% of the overall NRW during

the period. 8,'194 oftt'" "o"'utn"t 
meters are more than eight (8) old hence under-

2.2.2 APParent Losses

' MeteringComponents Inaccuracies

registering

2.3.1 Mitigation to reduce NRW during the period

I Water network infrastructure

. Developed a proposal for funding to Water Sector Trust Fund (WSTF) for

pipe neiwork rehabilitation and replacement'

. Upgrade und t"huUititaiion of pipe line network to HDPE in Ichuga and

Thingithu phase 1, Ng;i ' totaling to 44'8 kms of assorted pipe sizes
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2

. Repair of I no. Leaking storage tank (lnooro).
' capacity building of commercial staff l lno.were trained at KEWI on bestpractices on proper meter reading installation and meter servicing.

Vandalism and Destruction of Water system

' NAWASCo has contim,a y colaborated with KFS, KWS and communityForest associations (CFAs) to sensitize the herders on the need to desist fromdamaging and vandalizing of water infrastructure.

Damage of water systems by other service providers.
3

a) updati ng of all new water and sewerage infrastructure on web-based GISGd ttDs :llwww,nawascosls .coh

4

.keA.

b) Preliminary coordination meetings and pranning witrr rerevant utirity entitiesbefore the start of construction.

c) Continuous installation of pipeline markers along water pipelines andcollaboration with other service providers e.g., fUni.
Metering Component Inaccuracies

. Implemented the meter replacement and management policy.. Developed a proposal for replacement of 4000 no 
"rr,o_". meters toWASTTFIN.

o Modilication of a locally assembled meter test bench.. Replaced 6l 6 no faulty and aged meters with AMR enabled.. Serviced 4,800 no. Stopped customer meters.o Introduction ofbarcoded tags for customer meters.

NAWASCO's diligent efforts in Non-Revenue Water (NRW) management haveresulted in significant achievements. Initially, at the company,s establishment, the NRWmte exceeded 60o2. However, with unwavering .o.^itrn"nt and strategic actions, thisfigure has been lowered to 
.32o/o 

in the fis-cal y"u, ,OOr,rOrr, according to the

It.Or"):.* 
by the Water Services Regulatory Board (WASREB), and currently stands

NAWASCO has impremented a comprehensive strategy aimed at further diminishing

;#;: 
a**, with the ultimate goal of surpassing theindustry benchmark of tB%" by

The company has in prace an NRW reduction strategy to firrther reduce water losses tobelow the sector benchmark of lg% by 202g.
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committee observations 
- ..--".,lved as tre Non-Revenuc water

*tiw**:lr$**:W'mt
Com.itt"" R""ommendations

'i:""JJ',:::,:;::a;ffi ,",*r**;*rJ;'Jx-:ffi r:"ffi:'"l'
assessing their effectiveness lu r'.uL..E

i-h:$---*[ff r""'ig"]]i:1"]:':'::::1"*:':
lt.

I

I

I

I

i
I

:
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CHAPTERNINE

REPORT ON THE AT]DITED FINANCIAL STATEMENTS FOR NITHI
WATER AND SANITATION COMPANY LIMITED FOR THE FINANCIAI,
YEAR2020t202t

The Govemor for Tharaka Nithi county, H.E Muthomi Njuki, appeared before the
committee on Tuesday, 25s Jury, 2023 to respond (under oath) to audit queries raised
in the report of the Auditor General on financial statements for the Nithi water and
sanitation company ltd for the financial year 2020/202r. The Govemor was
accompanied by:

l. Mr. Njue Njaai - CECM Water
2. Mr. Laban Mwaniki - Managing Director
3. Mrs. Loise Mutua - Chief Officer Water and Irrigation
4. Mrs. Irine Kithaka - Commercial manager
5. Mr. Nduaii .E. K - Director Accounts
6. Mr. Erick Munene - Intemal auditor
7. Mrs. Gloryfine Kathure - Technical Manager

Nithi water and Sanitatio, company Limited cornpany is wholly owned by the County
Govemrnent of Tharaka Nithi.

REPORT ON THE FINAIYCIAL STATEMENTS
The Auditor-General rendered a qualifie<t opinion on the financial statements of Nithi
water and sanitation company Limited for the period under review on the following
basis:

l. Fixed Assets

The statement of financial position reflects property, plant and equipment totaling ksh
176'251,207 as further disclosed in note l7 to the financial statements. The balance
includes buildings and motor vehicles with a historical value ofkshs 656,645 and ksh
1,358,991 respectively. Flowever, ownership documents, inctuding the title deeds for
the land on which the buildings are located, and the logbooks for the four vehicles were
not provided for audit. Further, the value of the parcels of land are not separately
disclosed in the financial statements.

In the circumstances, the accuracy, ownership and existence of the property, plant and
equipment amou.nting to kshs 17 6,251,207 at June 2021 could not be confirmed.

Management rcsponse
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sector reforns
County owned WSP shall hold assets for

Pusuant to section 83 of the Water Act 2016

the public.

Committee Observations

The Committee observed that-

i. the statement of ftnancial position '"n""ttd ,lfoff(v' 
plant and equipment

totaling ksh 176'251'rit i"r"""t i*tuded buildings and motor vehicles with a

historical value of J' ;;;;;; ; ksh l'35'8'ee7 respectivelv' However'

ownership oo"urn"nol'inlffi* *" tt'" feeis 
ror the land on which the

buildings ut" to"ut"a' una *li"'o*n' for the four vehicles were not provided

for audit'

ii. The value of the parcels of land were not separately disclosed in the financial

statements.

Since the formation of the WSP in water reforms in^accordance with the water Act'

2002 the curre nt water **o' i-1"' Jo*""lg""'v t 
"lT^":',:r-J;;: ,1:ilil,, Til:

i.rv-,..J was mandated to provide support to water companr

above Act as its agent. Th"r"f";;;;;';pany received stated assets and many other to

provide the services ""tu 
tt*::;;;;;;of *ut"' Act 2016 section 83 and water

Committec Recommendations

The Committee recommends that-

i. rhc Accounting oflicer to ensure that ''"ry']::-|;Tl:':J.i".;;ill3" 
i" io" Auditor during the audit period as requu

ii. H:'l""l:111iJ:;:::''" provide the ownership documents ror the various

assets to be verified ;;il;;;;'; i"'*"' "iiuin 
eo davs or thc adoption

iii. ltttj:t ::'r",tt officer to ensure that the value of the parccls of land arc

separately disclosed in the financial statements as required by the

International Accounting Standards'

2' Trade and other nn'"ot"i,"nt' 
reflects a balance of kshs 36'4fl'166 in respect to

I*: i:i:l[,';:il"'',1'fi:ff il",*:; n' i''u''" 
"n 

re spec t to other pavabr es

However, the build_up ortn" u..*r, as reported in the prwious year, the analysis of the

opening balance utta u"o"iu'"aiilL"* *"'" not availed for audit "ttt'""lll, 
o . * "



In the circunstances' the accuracy and compreteness of the trade payables of Kshs.7,262,572 as at 30th June 2022 could not U. *rn.r"a."'
Management response

Kshs' 7 
'262'572 rerates to outstanding board admin fees and Reguratory revies due to

,X,:;;:*,*r 
*gulatory board. Attached please find t"ig.., 

"on,uiring the build-up of

wasreb do not issue invoices therefore wSpS uses gazette notice No l2l gg to taburateamounts due. Attached find gazette notice and *ur..b ,n.rno for reference.
Committee Observations

The commiftee observed that the financial statements rerects a balance of kshs36,431,166 in respect ro trade and other payables *tici irctuaes Kshs. 7,262,572 inrespect to other payables' However, the buitd-up of ,h" u..au., as reported in theprevious year' the anarysis o[ the opening uutanci uro'u-.ro",u,". invoices were notavailed for audit verification.

Committee Recommendations

The Committee recommends that_

The Accounting Ofliccr to ensure that supporting documents are providedto the Auditor during the audit period 
^'."nur."'O uod-er section 9(l)(e) ofthc Public Audit Act, Cap. 4128.

The Board and the accounting officer to develop a structured payment planto be approved by the Auditor.General withi; 60 days of the adoption ofthis report fo clear the outstanding debt, and ttre auaitor_general to reportin the next audit cycle.

lt.

3. Revenue- Other income
Note l0 to the financial statements reflect other income totaling Kshs. 7, l 0g,g04 whichincludes Kshs' 70g'000 in respect of exhauster. However, an audit review of thetransport documents revealed that the work ,i.t.,, rrua no 

"ntries 
for the fuel drawn bythe exlausters and no schedule ofmovement was availed for audit review

Under the circumstance the completeness and accuracy of income generated of.Kshs.

Jli_.^.,ffi!l;:"d 
in the financial staremenrs f". th" ; ;;.d 30 June 2021 could not

Management response
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The two (2) No Vacuum exhausters were handed over in January 2021 by TWWDA

;;;;"i;"Nationar,",-"T"li[:Tt*X;"tm;:f ;"i'Hl?"J:::,i
suppty and sanitation program ':*":^:i-,:"1^;;",ua.,*r,.oon before we had tueled

;'"t;t one of the exhauster had a mechanical breakdown

i.""In'"i. n*u. However' the other one had fuel entries'

Committee Observations

The Committee observed that the financial statements reflected other income totaling

Kshs. 7,109,804 *t'ict' incfua"s-Kshs' 208'000 in respect of exhauster' However' an

audit review ofth" t'-'po" aolu*tnt' t"'"ut"a tnat the work tickets had no entries for

the fuel drawn uy tf" "*r'ut"i"-tl 
una no 

'"n"a'f" 
of movement was availed for audit

review.

Committee Recommendations

The committee recommends that the Accounting Officer should ensure timely

submission of documents orr*g i* "rutt 
p.oc"ss in line with section 9 (r) (e) of

the Public Audit Act, 
'z01s';;:;;;'uotti 

tn" Committee shall recommcnd for

their investigatioo ono oto'"I'i"rl tt i'" "no 
section 62 (2) of the Public Audit

Act,2015.

4. Excessive Non- Revcnue Water (NRW

The Statement of profit 
^,,o 

;;;J oL' 
"otp'"h"nsive 

income and as disclosed

under Note 6 to the financiat '*#;;;"cts 
a Kshs T0'446'550 balance in related

to water revenue for the year under review. Documents provided for audit revealed that

the Company produced t to"i'"ii'tliJ'8 cubic meters (M3) of water during the vear

under review at a p'oau"tion "ott 
of Kshs'3 per cubic meter' Ho*t'"'' only 1 

'329'41 
6

M3 was distributed ""d 
biu;;";"" ";';;;;rs 

while the balance of 2'227 '012 
M3 or

approximately 62'6% of ttre iltui *turn" produced was not billed and was therefore

unaccountedf or'Annexr"rw"t"'s^'*i':J."lYi::ljnl:Yltt"ff;li:$::il:
l.-s"*i"" p"tiormance Standards 2006 allows a maxlmlrn

meter (M3) of water o'"0';;;; ;;e onlv 889'107 M3 loss was allowed out of

3,556,42gcubic meters (m3) produced by the company. The loss of 1,337'905 (M3)

(37 .6%) ofwater produced :iffit'lf"ilt o'o'i'' is was therefore non-allowable

loss.

In the circumstance, the non-revenue water negatively impacted on the Company's

profitabitity and its long-term sustainability'

Managemcnt response
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That the company acknowredges the high Non-Revenue water figure this year of62.6%o, total production for the ye* *r" liSO,+Zg.i, t o*"u.. ont y 1,329,416 m3 wasaccounted for in tenns of sales. The a,owable rimit is 25% of totai water ir"dr;;, ;;per the Water Services 
^ 
Regulatory Board (WASREB), guidelines on ServicePerformance Standards 2006.

The company is in pusuit of the above ana has made a step forward with respect to thelast financial year 20r9-2o2o. rhe company ."gi*i 
" 

N*-Revenue water ross of69 %o. A decrease of 6.4 %o. t. .ornpuny St ui"gi" ff 
"n 

*go. are 5%. This does notjustiry the high Non-revenue 
lgure; 

ho*.r"., iJ ii" pru.,i*biliry in the sector onthe reduction ofNon-Revenue water attaining reduction of3z.6% in a singre financialyear is a whole lot oftask considering the chailenges wrth our drstriuution system such

i)Water theft and limited z

througrr private r."d. A bis;;".T:,::r:T;,:,:ffi:1":T 
at piperine sections passing

the wsp starred u. 
"oo'n,,irrir, 

n.,-"!"a ,.";""olo, .ffi:Lil:i:1.Til::1 :1supply; Mutonga - Gituma and Kibung'a - Kakimiki. th"r" ,"i,"-". have an averageNon-Revenue Water loss of g0%. The compurry i, in tt.-p.ocess of sourcing funds tore-route these pipelines to follow road cooido.s

ii)competition for way leave. with other comm,nity projects .Two of our schemes areheavily affected by this cha,enges namery crr**li*i'rg"rri and chogoria schemes.operations are very difficult in thes" sch"mes a. s""., olo",tn.. share a lm width wayleave hence frequent bursts accidents caused by ti," 
"o'n,L*,, water projects whireaccessing their supply networks. Th" 

"ompurry 
is *a"roting a rehabilitation and re-routing of the distribution where way t"uue rliows, ln"tuJing change of pipe materialsfrom upvc pipe material to HDpE. The management i, 

"f"*r, following this issue withthe county commissioner's office to bring thi r,ut.nori"., on,he table for an amicabreagreement on the way forward on handling routine operations.

iii)The pipeline has also enl
lands as short term in,"*"n,ilT."d 

investigations of the pipelines traversing private

iv) The company has also secured an ultra-sonic flow meter to equip the Non-Revenue

.Yfi}H:,.'* 
Non-Revenue Unit has ut"n una.nur.ing regular meter t"rting und

The above challenges and/or interventions are actively pursued by the wsp, which hasshown a positive outcome in the last financiar y*. *io,i" ."auction of Non-RevenueWater and overall revenue collection f.o_ un ur".ug" 
"ii,ioo,rorr: per month in theFy 2019-2020 to -s,000,000/= per monrh in the finarrciar year under Audit (2020 -202t).
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The management therefore undertakes to actively follow'on the reduction of the non-

ffiffi;;" ;; the set benchmark in the future financial vears'

Committee Observations

The Committee observed that lhe non-revsnus \rr'ater was 6

allowable 25% prescribed by the Water Services Regul

guidelines.

2.6%o over and above the

atory Board (WASREB)

Committee Recommendations

The Committee recommends that-

i. The accounting officer to put into place collt:Yttu" teasures to mitigate

the Non-Reven'" w^itttt"i as installation of smart meters to ensure

accurate billing' the ;;iJil;; the old agedilaoidated infrastructure

as well as th" ittt"d;t"1;'""i1 "t"'*ot'ic 
Info'm"tion System (GIS) to

provide real-tim" t'ii'l'''""ig"' i,,a^uot"' for monitoring and timely

maintenancetopreventwaterlossamongothermeasures.
ii. rhe Governor'" ;"*#';;;";;;; :::,1*i;ll"T$ilTfi'"""";

i"iatl for thc development of institutional cort

for the comPanY'

iii. The Auditor-General to review the ellicacy andlhe implementation of the

measures put io pf""" it-itigut" on the non-revenue water and report ln

the subsequent audit cYcle'

5' LonE outste n <r 

"- T:"1":,il:":]i:H 
"' amount of Kshs' 7 4' s28'4 r r under trade

ff:li:ru::iiil:$ifiTu*"''"J *0"' l:te 
2: to the rrnanciar statements

includes Kshs 60'68e'i2'*i;;';"";;'""'"*"otl':-1"'iiIXJl:t:t:'":#1tl::
:;#;;il;'; *,,:",:l :nl# ff:";;:ti::::il:TT:, ;,:;"a *u, u', **
rJmained outstanding for more lnan et:'X";;;;;*o 

(2) years. Kshs. 15,172,282

of kshs. 6,068'91 3 has bcen outstanding for more-than tw'

has been outstanaing rot rnl'"""tttfr " "L' 
**t" *shs' 39'447 '934 

has been outstandlng

for between 8 and 12 months'

ln the circumstances' the recoverabiliry of the trade receivables of Kshs 60' 689'129 as

at 30th June 2021 is doubttul'

Management resPonsc

As shown in the Crnancial statement in the note ll' 11^9'of 
trade receivables' there ts

an improvcment of debts Jffi;' t" in" 
'""t'ot' 

tzoio *e Gross trade receivables

were kshs. 61.412.251 ;;;';;; ,." r 2o20t2o2r they were Kshs.60. 689'129
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;:I'J::,1:lt;#',f,::iJ*'s' the receivabres maintained an upward rrend but in
unit. attacrred ,;;;ilr;;.Iovement 

which is due to formation of Debts R.cove.f
rnutes of the Debts Recovery Unit.

Committee Observations

The Commiftee observed that:

(i) the financial star
receivables. 

.ements included Kshs. 60,6g9,129 relating to trade

(ii) A review of trad
receivabres .,"*;;.:;,;:il:.d:fi #"lfi 'J;;:T 

"*L#l,Jt:more than eight (g) months. It ** oUr".r"J that an amount of kshs.6,068,913 had bee
15,172,282 r,ua u, 

n outstanding for more than two (2) years, Kshs.

- 3e,447,e34hadr.J:J*r,:I::.hI"J:jl;ir","ffiL -r'il. r.'r'l
Committec Recommendations

The Committee recommends that_

i. The accounting officer to develop a comprehensive debt recovery stratcgyfor the companv which shourd u" *"rn"fiy',i"luaito. Gen".ar wirhin 60.. 9:r, ofthe adoption of this report; andii. The Accounting Oflicer to undertake a detailed analysis of the longoutstanding trade receivables and with tt" grr"ii. 
"pproval, write off theirrecoverable debts in li

Management (c;;;; ffiL'.,1,"fiHil,1i:fi] i:i::,r," 
p,urr" r.^"""

6. Lack of a Risk Management policy
Review of the water company's Internar contrors revealed that the water company didnot prepare and approve a risk management policy. Therefore, the Water cornpany doesnot have a framework for management of risk and has not d<assessed and risks."rr"h;;;-,,;""';:-;.:_:'::"::-loloo.cumented,risksidentified,

ilil"ffff1l::ily"fuT, illu:iJlX :'. i;',','"T, l;:, :11: i:l[,T*::j
*hi.h i;",;; ;;;;;:#?":T:"ffi l'J::'Y,fl i"nil-,,X[flTl;*:tj;control that builds robust business operations.

l:lT.lt^::." of risk management ooticy, it is not possible to define the entity,s risk
:fi::f"Tt,Y 

risk tolerance levels bv identirv,.r i"r'a".", againsr unacceptable

t2Tlpace



In the circumstances' the Water Company is in breach of the law

Management response 
- _^..--r 

^.,ric_v 
which was approved by the

Management have developed our risk management policy v

board on 1Oth June 2022'

Committee Observations

rhecommitteeobservedT"I:J"i1iit:Hrfl Hlrnffi'J""J,:1tr;
manaeement Policy conEary t(

Cor"L*"nq Regulations 20 I 5'

Committee Recommendations

The Committee recommends that the accounting oflicl to adhere to Section 158

-xi#**-+,*'fr*T*t-,'i.'
and sYstem of risk manage

oPerations'
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I3TII PARLIAMENT 2ND SESSION

MINUTES OF THE EIGHTY SIXTH SITTING OF THE COUNTY PUBLICINVESTMENTS AND sPEctAL FUND..o^I;ilTiieT wTTH THE C'UNTYEXECUTIVE OF BUSIA TO CONSIDE_R ili.Off; OF THE AUDITOR-GENERAL oNTHE FINAN-CIAI srairrvrrilib-ririu uuslA WATER ANDSEWERAGE SERVICES coMPAN' iiMliil;oi FINANCIAL YEARS2018t2019,2019t2020 ,otD 20-20t2021HE6-oN iHdts DAy, 27r^ JtJLy, 2023Ar rHB SHTMBA HMg rrAI,L, rln#"'ir,oon, KENYATTATNTERNATTONAL COr\rvENTroN cEiiRRtxl"ccl ir e.30 A.M.
PRESENT

l. Sen. Godiiey Atieno Osotsi, Mp
2. Sen. @rof.) Tom Odhiambo Ojienda, SC, Mp3. Sen. William Kipkemoi Kisan!, Mp4. Sen. Eddy Gicheru Oketch, Mp
5. Sen. Hamida Kibrvana AIi, Mp
6. Sen. Maureen Tabitha Mutinda, Mp7. Sen. Miraj Abdillahi Abdulrahman, Mp

ABSENT WITH APOLOGY

8. Sen. Paul Karurrgo Thangwa, Mp

IN AI"IENDANCE

l. Sen. Okiyah Omtatah, Mp
2. Sen. Edwin Sifuna, Mp

SECRETARIAT

I . Mr. Yussuf Shimoy
2. Mr. David Angwenyi
3. Mr. Erick Njogu
4. Mr. Godlrcy Nyaga
5. CPA Kennedy Owuoth
6. Ms. Raisa Mwithi
7. Mr. Kataa Matano
8. Mr. Andrew Nyairo

- Chairpcrson
- Vice-Chairperson
- Member
- Member
- lr,{ember
- Member
- Member

- Member

- Clerk Assistant I
- Clerk Assistant I
- Clerk Assistant III
- Clerk Assistant III
- Fiscal Analyst
- Researcher officer
- Researcher officer
- Legal counsel

- Senator Busia Countv
- Senator Nairobi County
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9. Ms. Winfred Ocholla

10. Mr. JosPhat Ng'enoh

1 I . Mr. John Pere

12. Mr. Holifield Murimi

IN AT'TENDANCE

A. COUNTY EXECUTIVE OF BUSIA

1. Hon. Dr. Paul Otuoma

2. Mr. A(hur Odera

3. Ms. ToPister WanYama

4. Mr. Erick Nakitari

5. Mr. GYPsum WAjala

6. Hon. Dr. Bonface Erute

7. Hon. David Karani

8. Mis. Margret WanYama

9. Mr. Dancan Kwena

10. Mrs. Miriam Okumu

11.Mr. Elijah Mwaro

12. I\4r' Alphonce Okwera

- Audio offrcer
- Media Relations Officer'

- Serj eant- At-arms
- Attachee

- Govemor
- Deputy Govemor, CECM water

- CECM Finance
.MDBUWASSCO
- Chief Offrcer - Finance

- ChairPerson CPAIC

- CPAIC Member

- Director Liason

- Revenue Offtcer
- Accounts Assistant

- Ag. CountY Secretary

- Clerk Asst. CPAIC

B. OFFICE OF THE AUDITOR GENERAL

l. IvIr. Fred Abugah - Ag' Director' Audit

i. ivt. irrarr.c*i*.i a ' Liaisonofftcer

i. iri. i^oi"r.ri."i,i - Principal Auditor

C. ETHICS AND AI\TI-CORRUPTION COMMISSION

Mr. patrick Kinoti - Liaison Officer' EACC

MINNO.SEN/CPICSF/518/2023 
PRAYER

The meeting was called to order by the Chairperson at thirty minutes past nine

O'clock followed by a word ofprayer'

MIN NO. SEN/CPICSF/519/2023 ADOPTION OF TIIE AGENDA

Prayer;

. AdoPtion of the Agenda;

. i#tito"an of 
-oath 

of Witness and Tabling of Documents;

The aeenda ofthe meeting was adopted having been proposed by Sen' Maureen Tabitha

Mutirida. Mp and seconded d ;;: wtilt".-frilt".oi kitung' MP' as follows -

I
2

3
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4' Meeting with the county Executive of Busia to consider Reports of the Auditor_General on the Financial Statements of the Busia Wui., arrA Sewerage Servicescompany Limited for Financiar years 2onno,,zoliizozo anazo20/202r;5. Any Other Business; and
6. Date of the Next Meeting and Adjoumment.

AD. 
.IVIIYISTRATION 

OF' OATH OF' WITIIESS
AIID TABLING OF DOCT,IME\TTS

The Govemor of Busia County took Oath of Witness and hbled the Managementresponses and supporting documents for the audit reports of Busia water and selrageServices company Limited for the Financial v "* iolit ti , z0r9/20 and 2020/2r .

MIN. NO. SEN/CPICSF/s 20n023

MIN. NO. SEN/CPICSF/s 2Ir2O23 lrym{c wrrH C0UNTY tx(Ec1rnvE
BUSIA TO CONSIDER, RMORIS OF TIIE
ATJDITOR{EI\ERAL, ON TIIE FINAI{CIAL
STATEMMTS OF BUSIA WATER ANDSEWERAGE SERVICES OOMPANY
HqTED FOR TIIE FINANCIAL YEARS
mt8zntg,mrgDfr m1[iD?nnw2t

The Following queries were interrogated for the Financia I year 202012021

Audit Query Conccrn 0bservation and
Recommendations

ck of Fixed Assetsl. La
Register provide a fixed asset register

audit review_

Land and buildings of an
undetermined value were
captured in the company's asset
movement schedule as reflected
in note 12 to the financial
statement.

The Accounting O fficer did not Committee observed that the
Accounting Officer failed to -

provide an updated
fixed Asset Register for
audit review at the time
ofaudit.
Provide the value of
land and building in the
company's asset
movement schedule.

The Commiftee directed the
Accounting Officer to ensure that
the water company carries out a
valuation of all its assets within 60
days &om the date of the meeting
and submit an updated fixed asset
register to the Committee and the
Auditor-Ceneral for aud

The

rt review

lt
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Query remains unresolved'

terametherevlotteemmoCeTh
leudi cycauentbuS seqthen

RT.

SCEoURSREcILUBPFoESUNISSECEFFANDSSWFULNELAONREPO

QuerY remains unresolved'

fi

thadbserveotteemComTh
ESed copd notdent Provam nagem mundoraemmcatescertlarehSfo foclesArtiandnotrlasocAsfo heTEltaudfotronlaAssoc heerHudafoetmt dandederat Proweretsencumod edvealremsathefoonnatexaman
beto S yetncomef vat pathehat

uoC ntyethbvwnedotu v
a.usBfontrnmCo

lnhtharecteddttmComThe lnetem c'thefoatdthefroms06 day tola CountyusBfoGovemorhe fulscom anyater Peththaure5en entGovemmCountythebywnedo Act,atertherhnenlausBfo latoryRegurcesServaternda0 62 ThenesdeREBS ) guld7foB nttermathefetotteemmoC
c esudia cyuentbus seqthe

Association for audit revtew'

firmed
fi

mcoer anypwatthefostatusersh poThe ncccountlheasncobenotu dco focatecertthederovto pedfaflicero folescrtrdanorandaMemandtacaphareS

I Lack of Lega

Instruments

it

thehatbservedotteemComeTh
h ghs eryaterueenRevonN

Surceasmngm gatthethanda weremco anypterethen bytak
recteddtteemmCoheTeuatnadeq

aclnut pto pemoroGeth ureseasmtlm ngrgzensehmco Pr theandcaltheoth ysphbaddresso touresmeasThes.ossalcermmco tdothefoentlacemeud repnc fonoatstalndandtea Pedla Pd p sGfoentde oymnda persmartsm

WASREB guidelines

atueRevenNonSncom vPaatereTh o ntse per24 centagIStha P67%,Adosto theeroh as52f porkchmabensectore theoab

2 Non - Revenue Water
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systems to dete.t bu

The Auditor-General to review the
mersures put in place to ascenain
their effectiveness and provide a
status update in the subsequent audit
cycle.

Query remains unresolvcd-

rsts real-time
among others

The Follow Ing querles were interrogated for the Financial year 2019/2020

3.Audit Query Concern

Recommendations
observation and

roperty, Plant, andI P

Equipment provide a updated fixed asset
register for audit review.
The assets movement schedule as
discloxd in note I J to the
financial statements did not
include the value of land and
buildings.
The Service provision Agreement
between the water company and
the Lake Victoria North Water
Works Devclopment Asencv
(LVNWWDA) did not sicifv
the land sizes and valuation on
which the various water scheme
under which the water company
operatc from_

lt.

lu

The Accounting Omcer did not ittee observed that the
Officer failed to -r. provide an updated
fixed Asset Register for
audit review at the time
ofaudit.

ii. Provide the value of
land and building in the
company,s assct
movement schedule

The Comminee further observed
that some of the company,s assets
were yet to be handed over to the
water company by the LVIVWWDA.

The Committee directed that
i. within 60 days from the

date of the meeting, the
Govemor and the Board
of Dircctor to engase
LvfrwwDA -uia

ensure that the water
company takes full
ownership of all its
assets;

ii. the Accountin Officer
to maintain an updated
affixed asset register in
the format prescribed

The Comrn
Accounting

the Public Sector
a
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I

Board; and

The Auditor-General to

rcvicw the matter and

orovide a status update
'in 

the subsequent audit

cycle.

QuerY rcmrins unrcsolvcd'

ul.

Accountlng Standards

The Following queries were interrogated for the Financial Year 2018f2019

Observation an

Recommentlations

d
Concern

Audit QuerY

ittee

its
locations

its

committcccrcditors

positionfinancial

cththatobscrvcdommcThc
caltechn lywa!;mco Panywater

ascxistenclthatcntinsolv thefromalondependent
andCovcrnmcntCounty

furthe(Thc
laccln PPutmeasutesthatbservedo

hercscrvctocompany
were

direded

thin

innov ialsting
f-

itte.

themittcoComThe
thethate ;uretoGovemor

wat€r comPanyf thcomanagemcnt
thefodatethefrom60 days
andcstratcgllacetnts pPumectlllg, theforca:iur?Smati

financthcbooandr@overy
saforcompanywaterthefohealth ithl rePortfilcandb ityinasusta
tor-Audtheandcommthe to-GencraltorAudTheGeneral

aidcand Provtl(,mathcrev
auducntsubseqthcmupdatestrtus

by the water

undcsirable
inadcquate.

workingnegati
its

itat its
tities

veahadcomPanywaterThe currentas85 554 ,5Kshs.focaP
exccedcd60,80464fo Kshsab Thc5 24663 ,0Kshsfoassetscurrent

707 surpasscd15Kshs ,04balancedebtors
3 5I74 8,1Kshs.ofsalesthe yesrs

in Relation to Going

Concern

I UncertaintY2. Materia

I
t
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Interventions and Resolutions

Having considered the issues raised by the office of the Auditor Generar on theFinancial Statements of Busia Wate. ani S"*".ag" r"*,.1, ao,,,Ouny Limited for theFinancial years under review, the Committ." .".ojuJ 
^ii,ro*r,

i).The Governor to take k

vy'ater and r.*",,r; ;Xl::,f:ilrTfi,ffiff :ffiT",}ff 1.iiii:1,#;T:Constitution;
ii).The Govemor, within S0 days from rhe date of the meeting, takes immediatesteps to ensue that Busia Water Company is frtty o*nea by the CountyGovernment in line with. the Wut", e"t, )OiO,^h" *". Services Regulatory

.... !:urd (WASREB) guidelines *a *y oti,", griaa, ,"*r.iii).The Govemor to constitute the Boari of Dir*a., Jf ,f," Water Company in linewith the waterAct' 20r 6 and regutation t o or waiei sr*i".. R"gututions, 2021.once the Board is properly constituted it should ,"grturi."the appointment ofthe Managing Director in line with dril;"; of rhe water ServicesRegulations, 2021 . Further, tfr" Cou".io, io" ,r*o*. of performance
. . 

contracting for all employees to improve productivif ;iv).The management to maintain an upa*"a arr", n"r,r1*in the format prescribedbv Nationar rreasury and the provisions 
"r 

s"",i".iilii, ) ofthe pubric FinanceManagement (County Govemment) Regulations, 2015 and a copy of the samesubmifted ro rhe commiftee within 60 days from it" au1. of tf," meeting;v). The Committee noted that Non-Revenu. Wu,"..aoil 67 percent for the yearunder review, that is, 42 percentage point, uuou. tie recommended sectorbenchmark of 25 percent as required by Water S".ui"", Regulatory boardguidelines. The County Govemment of Busia, *r"r" UO days from the date ofthe meeting, to put in place a comprehensive pran on how to tackre the high Non_Revenue water, crearly indicatinj how b.,h ,n^;;i;;; commercial Iosses wi,be addressed and a report to be filetl *ith th; C",,_i;;;. F_urther, the office ofthe Auditor-General to verifu rhe measures *;;;;;;, their effectiveness inthe next audit cycle;
vi)'The county Govemmeut ofRusia, within r4 days from the date of the meeting,to provide a debtors' schedure to the committe" uno um". o. the Auditor-General; and
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Query remains unresolved_



I

vii).The committee observed that the water company reported a negative working

capital in the financial yJut 'ila"' 
ttui"* indicating that it was unable to meet its

short term *d tong+""'io;;;tio* * tleV fatllfue thus relving on financial

support from th" c"*;;;;;"';ive' Trre Countv G:v:rffnent and management

sustainability *0, *ttt'i""* *" ft"t *" date of the meeting' puts in place

strategic and innovative measures for the recovery and boosting the financial

health of the water "otp'*iiot-'"'f-sustainability' 
and file a report with the

committee and Oftice of the Auditor-General'

MIN. NO. SEN/CPICSF/s 22N023 AI.IY OTHER BUSINESS

The secretariat was directed to obtain the report by the Busia County Assembly's

County Public Accounts -d I;"';;; io"t*itt"t * trte consideration of the audit

r+orts of tne water company for information'

MrN.No.sEN/cPICsF/s*n023'^ffi*^fllh** 
lvffirING &

rhe chairperson adj o umed 
;1:,f ;:H?. Lil:1?#it'"i;: ff l: :;!x"I #. 

*
aftemoon. The next meeting '

SIGNED

1ll4lz024

DATE: -....'...."'

(CHAIRPERSON: SEN' GODFREY ATIENO OSOTSI' MP')

I
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I3TH PARLIAMENT 2ND SESSION

MINUTES OF' THE NINETIETH SITTING OF THE COUNTY PUBLICINVESTMENTS AND SPECfAL TUND' COT,TTVTIiTT'O WITH THE COUNTYEXECTITIVE OF ELGEYO M],RAKWrrrO CONi6BN. NTPONTS OF THEAUDITOR.GENDRAL ON THE FINANAiAT, SiiTATUTENT OF ITEN .TAMBACH WATER AN.D SBWBNACB CdTUii"XV LIMITED FORFTNANCTAL yEARs 2u8no$, zotgtirno aNn 
'rozorzo2l 

IrELD oNTUESDAY, IsT AUGUST,2023 IN THE SMIT,L oiiI,NTTTc, NEw WING, MAINPARLIAMENT AT II.OO A.M.

PRESENT

ABSENT WITH APOLOGY

9. Sen. Hamida Kibwana Ali, Mp
SECRETARIAT

l. Mr. Yussuf Shimoy
2. Mr. David Angwenyi
3. Mr. Erick Njogu
4. Mr. Godfrey Nyaga
5. CPA Kennedy Owuoth
6. Ms. Raisa Mwithi
7. N{r. Kataa Matano
8. lvlr. Andrew Nyairo
9. Ms. Winfre d Ocholla
10. Mr. Josphat Ng'enoh
I I . Mr. James Ngusya

Sen. God&ey Atieno Osotsi. Mp
Scn. (Prof ) Tom Odhiambo Ojienda, SC, Mp
Sen. Ledama Olekina, Mp
Sen. William Kipkemoi Kisang, N,Ip
Sen. Paul Karungo Thangwa, Mp
Sen. Eddy Gicheru Oketch, Mp
Scn. Miraj Abdillahi Abdutrahma.r, Mp
Sen. Maureen Tabitha Mutinda, Mp

- Chairperson
- Vice-Chairperson
- A friend of the Committee
- Member
- Member
- Mcmber
- Membcr
- Member

- Member

- Clerk Assistant I
- Clcrk Assistant I
- Clerk Assistant III
- Clerk Assistant III
- Fiscal Analyst
- Researcher officer
- Researcher officer
- Legal counsel
- Audio officer
- Media Relations Officer
- Serjcant-At-arms

I
2
J

4.

5.

6.

7.

8.
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IN ATTENDANCE

foltowed bY a word of PraYer'

MIN NO. SEN/CPTCSF/s $ NO23

202012021;

ADOPTION OF THE AGENDA

A. ELGEYOMARAKWET COUI'{TY EXECUTIVE

i. 
"nl".wi.r'vn"ti"t' 

:3;E;t["*
2. lvlr' Jason Lagat 

- Chair ITWASCO
3. IvIr. Fre&ick Linyewa 

- CECM Finance
4. Mr. AlPhanus Tanui 

- MD ITWASCO
5. Mr. Paul Yator 

- CFM ITWASCO
6. Mr. Jeremiah Kigen rtions officer
7. lv{r. HenrY Ego - Commumca

B. OFFICE OF THE AUDITOR GENERAL .-
;. l'4r.;; Gachanja - Liaison officer

;.'I;;-""ft""ong;wen -NRRo

C. TIM NATIONAL TREASURY

Dr. Jackson Ndungu - Liaison Officer

D. ETHICS AND ANTI-CORRI'IPTION COMfVIISSION

Mr. Patrick Kinoti - Liaison Officer

MIN NO. SEN/CPICSF/542N023 PRAYER

The meeting was called to order by the Chairperson at ten minutes one O'clock

&Hi:#:lr:.,["j$1]ti'ixl*":x"i.*,'H:ixJ;ffi :'^H:;?;':'"tl:'"n","

1. PraYer;

2. Adoption of the Agenda;

;. ;il;;;;ton orlatn of witrress and rabling of Documents;

4. Meeting with the t"*q' i;"J* orgrg"vo MT{*:t to consider Reports of the

Auditor-General "t 
*" ;;;;;it""""ttt of the 

-Iten 
- Tambach Water and

Sewerage Companv Lttt;'-;;; rinatt"iur Years 2018/2019' 201912020 and

5. AnY Other Business; and

U. ,ri" of the Next Meeting and Adjoumment'
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MIN. NO. SEN/CPICSF/s 4412023

MIN. NO. SEN/CPICSF/s 45N023

ADlln\rstnauox oF OATH oF. IuINESS
AI\D TABLING OF DOCUi/fiX\rrS

The Governor of Elgeyo Marakwet county took oath of witness and tabled theManagement responses and supporting documents for tie auAit reports of Iten _

:;i:;f}ifr#1.r.*".ur" company Limited for the Financial years 20r8lte,

lgryc wrur THE oorrNrY
PlPlrryr\re oF u,cEYO MARAKWET r0
9g)Is[DER RmoRTS oF THE AUDrroR_gPrm{! oN rrrE flr\ANCTAL
SIA-IET{ENTS OF TTIE ITEbI - TAMBACII
rrER AND SEII'ERAGE coMPAtlY
_TflP foR Trm F,TNANCTAL YEARS
m8/m19, mtgt2frm AND zymtw2l

The Folrowing queries were interrogated for the Financia ryear 20201202r

tAudit Query Concern
bseryation and

Recommendations
o

on - Revenue WaterI N

ints

Th Non Reyenue rate for the com waspany
23 that 7ls apo bovepercentage the

seCtor arkbcnchm as r thepe ater Serv tces
Regul Boarsatory REAS B(w

The Committee observed that the
company's Non-Reyenue Water
exceeded the scctor benchmark
threshold and rhat the mitigating
measures put in place by the water
company to address the matter were
inadequate.

The Committee directed the
Govemor to ensure that within 60
days ftom the date of the meeting,
the water puts in place
comprehensive measures to mitisate
the Non-Reyenue Water that is, both
the physical and commercial losses.
The measures to include replace of
old dilapidated pipes, installation of
smart metres and application of OIS
systems to track bursts and leakages
reaFtune among other measures_

Query remains urresolved.
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i. the value of land on

which the buildings are

built was not disclosed

in the financial

statements'

ii. The water did not have

a title deed for the said

Piece of land'

The Committee directed the

Governor to finalize on the Process

of acquiring full ownershiP of the

said piece of land within 30 days

from the date of the meettng ano

submit a coPY of the same to the

Auditor-General for verifi cation'

The Accounting Officer to malntaln

an updated and accurate fixed asset

register and submit evidence of the

sa-me to the Auditor-Ceneral within

30 tlays fiom the date ofthe meeting

for verification.

Auditor-General to plovide a starus

update on the matter in the

subsequent audit cYcle'

remains unresolved.

The Comminee observed that -

Query

statements ofYalue of land which

the water comPany buildings are

built.
Failure to Provide ownershiP

docunents for the said land'

financialNon-disclosure ln
2, Non-Disclosure of

Value and OwnershiP

of Land

an unexplained increase in the trade

receivables and that the water

companY had not demonsrated any

efforts to recover the debts' Further

the water comPanY had not Provided

a debtors schedule for audit review

The Committee directed that within

30 days from the date ofthe meeting,

the Accounting Oflicer to Put rn

place comPrehensive debt recovery

measures to recover money owed to

the companY and submit evidence of

the same to the Auditor-General for

audit review. The Committe€ also

directed the Govemor to ensure that

the water comPany Puts in Place a

debt management PolicY and submit

the Auditor-General

The Committee observed that was

the same to

4,625,822 from abalance of Kshs 22,895'027

in the 201912020 financial year to Kshs'

27,520,849 in 2020t2021 financial year' No

explanation was given for increase and failure

to collect the debts. Kshs. 18,136,387 had

been outstanding for more than [80 days'

by Kshs.The trade receiva bles increased3. Trade Receivables
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within 3 days from the date of the
meeting for audit review.

Query remains uDresolved.

The Following queries were interrogated for the FinancialYear 2019/20

The Commiftee observed that the
water company had obtained an
operating licence tom the Water
Services Regulatory Boad.

Query was mtrked ss resolved.

Interventions and Resolutions

Having considered the issues raised by the Auditor-General on the Financial Statements
of Iten - Tambach water and Sanitation company Limited for Financial years under
review, the Committee directed as follows -

i)'The commiftee noted that the Non-Revenue water stood at 32yo that is 7
percentage points above the sector benchmark of25% as per the water Services
Regulatory Board (WASREB) guidelines. The Committee, within 60 days from
the date of the meeling, directed the County Govemment to put in place clear
and actionable meas,res on how the water company intends to tackte the high
Non-Revenue water, clearly indicating how both physical and commercial
losses will be addressed and a report on the same to be filed with the committee
and the office of the Auditor-General to veris the measures and report on their
effectiveness in the subsequent audit cycle;

ii).Noting that the County Govemment was not in possession of ownership
documents of a parcel of land hosting the water company and other public
facilities and that the status had remained the same for over r0 years, the
committee' within 30 days from the date of the meeting, directed the county
Govemment to obtain the relevant ownership documents of the said land and
submit evidence of the same to the office of the Auditor-General for varication.

Audit Query Concern Observation and
Recommendations

3. Lack ofService
Provision Agreement

ompany did not have an operating
licence.
The C
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Further, the Office of the Auditor-General to report on the matter in the

tub'"qu"nt audit cycle;11.*, 
tuo high trade receivables " 

*":t:"':1111:T
iii)'Noting that the water:::,t.;"1 

,iint""ro o"r, ftom the date of the meeting'

under review, the conunittee' **"' ::-:,'^^" ^ n.tt Recovery Plan and the

directed,theCountyGovemmenttoputinplacea.Drcbt.
same be submitt"d t" off'"";;" *r]uditor General for verification'

rhe chairperson "oj"1,1:l $;,ilTjil5f:IffA#fi'::ffil,"$.f 
[']#"H:

aftemoon. The next meetrng v

MIN. NO. SEN/CPICSF/s 4612023

There was no other business'

MIN. NO. SEN/CPICSF/s 41 NO23

SIGNED:

(CIIAIRPERSON:

ANY OTHER BUSINESS

DATE OF I.IDff
ADIOURI{MENT

NmE',rIF{G &

tll412024

.. DATE:

SEN. GODFREY ATIENO OSOTSI' MP')
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l3rtI PAIrl.1411ENT 2ND SESsIoN

.*i;{#flf.llT;-"*,Uffi #jdffi i,",,i'+;

rutl'mm;*:*-Alatl',tpu*'*h-P,'-xrNTroN CENTRE (Krcc) A1.r 1.00 A.M.
PRESENT

I. Sen. God&ey Atieno Osotsi, MpZ. Sen. paul Karungo Thangwa, fulp3. Sen. Eddy Gicheru Oketctr, tr,pq. Sen. Miraj Abdillahi Abduirahman, Mp

ABSENT WITHAPOLOGY

l. Sen. (prof.) Tom Odhiambo Ojienda, SC. Mp2. Sen. Ledama Olekina, Mp:. Sen. William Kipkemoi Kisang, Mp4. Sen. Hamida Kibwana eli, Ir,tr). Sen. Maureen Tabitha Murinda. Mp
SECRETARIAT

- Chairperson
- Member
- Member
- Member

- Vice-Chairperson
- Member
- Member
- Member
- Member

- Clerk Assistant I
- Clerk Assistant I
- Clerk Assistant III
- Clerk Assistant III
- Fiscal Analyst
- Rescarcher officer
- Legal counsel
- Audio ofticer
- Media Relations Olficer
- Serjeant-At-arms

I . Mr. yussuf Shimov
2. Mr. Davjd Angwenvi
3. Mr. Erick Njogu
4. Mr. Godliey Nvasa
s. Mr. fennedy Owioth
6. Ms. Raisa Mwithi
7. Mr. Andrew Nvairo
8. Ms. Winfred Ocholla
9. Mr. Josphat Ng'enoh
I0. Mr. John pere

145 1P32s



IN ATTENDANCE

A. COT,NTY EXECUTIVE OF KIRII\TYAGA

i. Hon. Ann Waiguru - Govemor

i. it{rr. l""q""fineNlogu - CECM Finance

i. vrr. lu-", f tiu - Board Chairperson

4. IvIrs. Jane Murage - Ag' Fm KIzuWASCo

5. CPA Edward NYaga - Co' Finance

6. Mr. Carilns Otieno - Co' Planning and Procurement

U. tut . P"t., tututirni - Co' Water

8. Mr. Joseph Mwangi - Intemal Auditor KIRIWASCO

9. Mr. Anthony Munene - Political advisor

10.Mr. Lawrence Muchira - County Director Budget

I 1. Mr. Steven GikonYo - KirinYaga

ii. vt. l-"a Wachira - KirinYaga

B. OFFICE OF TIIE AUDITOR GENERAL

1. N4r. Peter M. Gitonga - Deputy Director A,udit

2. Mr. James Njeru - Oeputy Director of Audit

l. irrr. 
-r."a.i"fri ili - Manager Audit

C. ETHICS AND ANTI'CORRUPTION COMJVIISSION

Mr. Parick Kinoti - Liaison Offrcer' EACC

MIN.NO.SEN/CPICSF/29212023 
PRAYER

The meeting was ca,ed to order by the chairperson at twenty-two minutes past eleven

o'clock followed by a word of prayer'

MIN. NO. SEN/CPICSF/29312O23
ADOPTION OF THE AGENDA

The agenda of the meeting was adopted having been proposed bv Sen Paul Kanutgo

Thang-'wa" MP and secondet;;'H"':d#il"t"ri"uiuitrt"n"ian' 
MP' as follows -

1. Prayer;

2. Adoption of the Agenda;

i. 
"o.i,.ti"ton 

of oath of witness and Tabling "t.'::l:"*"
4. Meeting with the County Executive of Kirinyaga to consider Repors of the Auditor-

General on the Financial'-'oi"'n*o of the Kirinyaga Water and Sanitation

Company Limited for Finani' 
""tt '0"'2}l9'zolgl2o2} 

and202012021;

5. AnY Other Business; and
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6 Date of the Next Meeting and Adjoumment

MIN. NO. SEN/CPICSF/294/2023

. Trade and Other Receivables;

ADMIMSTRATION OF OATII OF WITI\ESS
AI\D TABLING OF DOCTJMH\TS

The Govemor of Kirinyaga county took oath of witness and tabled the managementresponses and supporting documents for the audit reports of the Kirinyaga 6oun;
Y:r::ll. Sanitation Company Limited for Financial iear:s2018/2019,2019/2020 and,2020/2021.

Inaccuracies in the Financial Statements;
Statement of Changes in Equity;
Misstatement of Water Sales;

MIN. NO. SEN/CPICSF/29512023 MEE-flNC W,,II KIRII{YAGA COI.]NTY
DGC-LTITVE TO CONSIDER. TIM AUDTTOR
GEhIERAL'S REPORT ON TIM ENANCIAL
STATEMMTTS OF KIRIITYAGA WATER
AND SANIIATION COMPANY TOR TI{E
nNANCIAL YEARS 2Lfirmlp., m9/m20 iItD

The office of the Auditor-G 
"n"rur 'd.uHffiLe 

tottowing queries had since beenaddressed by the management _

Report on the Financial Statements for the Financia lyear 2020/2021

a

b

d

e. Unsupported Water Bills Adjustments;
f. Cash and Cash Equivalents;
g. Unsupported Short_Term Loan; and

- -h. 
Statement of Comparison of Budget and Actual Amounts.

Other matter

a' Movement of conditional Liquidity Grants to Deferred Income withoutApproved Budget; and
b. Progress on Follow-up of prior year Audit Matters.

The Following queries were interrogated for the Financia lyear 202012021

Audit Query
Observation and
Recommendations

Concern
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water comPanY had recovered Kshs'

919,340 out ofthe salary advance o[

Kshs. |,134,473' leaving an

outstanding unrecovered debt of

Kshs.208,465. The Committee also

observed that loans amounting to

Kshs. l70,t14 were advance to 4

former officer ad that it was yet to be

recovered

The Committee directed tn:

Covernor to ensure that the watel

company institute measures to

recover the outstanding balances

and submit evidence of the same to

the Auditor-General for verifi cation'

The Auditor-General to Provide a

status uPdate on the matter in the

subsequent audit cycle'

The qu€ry remains unresolved'

The Committee observed that the

officers to purchase laptops had no support

documentation including approvals and

evidence that the Management has initiated

recovery ofthe salary advances'

1,134,473 and Kshs.

to four (4) former
Salary advances of
170,114 for staff

Kshs.

loans
1. Long Outstanding

Receivables

Kshs. 98,644,815 in resPect of

property, Plant and equiPment was

not suPPorted bY an uPdated asset

regist€r and other asset ownership

documents.

The Committee directed the

Governor to ensure thal the rvater

companY secures full ownershiP of

rll assets atrd submit an uPdated

fixed asset register in the required

format as Prescrib€d bY the Public

Sector Accounting Standards

Board within 14 daYs from the

date of the meeting.

The querY remains unresolved'

The Committee observed that the

the property, plant and equipment balance of

Ksh;. 98,644,8 t5 as at 30 June could not be

ascertained as -

the amount was not supPorted bY

an updated asset register and the

assets had not been valued for a

long time.

Ownership documents for assets

were not provided for audit'
ll

leteness ofThe accuracY, ownership and comP2. UnsuPPorted
ProPertY, Plant and

EquiPment

KEYi.ANDIT MAlTERS
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l Budgetary Control
and Performance

1. Non-Revenue Water The Committee directed the
Govemor of Kirinyaga County to
ensure the water company submitted
to the Comminee and the Auditor-
General comprehensive measures on

how it intended to tackle the high
Non-Revenue Water, clearly
indicating how both the physical and

the Commercial losses would be

addressed within 14 days liom the

date ofthe meeting.

The query remains unrcsolved

There was unrealised revenue collection of
Kshs. 39,353,871 and an under absorption
Kshs. 31,142,020, hampering service delivery
to the people of Kirinyaga.

The Committee obseryed that there
was an under collection and under
absorption of the budger by the
water company which could have

affected service delivery by lhe
water company.

The Comminee directed the
Accounaing Officer exert
budgetary control measures in
liDe with regulation 42(lXb) ofrhe
Public Finance Managemeol
(County Governmenas)
Regulations 20t5, such as

instituaing proDer and realistic
budget planning as well as

measures to improve revenue.

The Auditor-General to confirm
the effectiveness of the mitigating
measures put in place by the water
company attd provide a sta(us
update in the subsequent audit
cycle.

Query remained unresolved.

The Non-Revenue Water stood at 6002, that is
35 percentage points above the sector
benchmark of 25Vo as per the WASREB
guidelines.
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The Committee observ

water company wits not ln

compliance with the Mwongozo

Guidelines with resPect to

gazzat1Iirlent of the Board of

Director.

The Committee directed the

Governor to ensure that the water

company comPlies with the

Mwongozo Guidelines.

The Auditor-Genenl to review the

maner and provide a status uPdate in

the subsequent audit cYcle

The query remains unresolved'

ed that the
The CompanY had seven (7)

serving during the year ended 30 June, 2021'

However, as at the time of audit, the Board of

Directors had not bcen gazetted.

board members2. Non Gazettement of
Board of Directors

to submit a list of staffs owing the

Company and detailed Plan on how

they intend to recover the monies

within fourleen (14) days.

The query remained unresolved'

The Commiftee directed Govemor

Kshs.3,847,011 that have remained

unrecovered for periods exceeding six (6)

months.

Further, eight (8) officers were issued with

more than one imPrest totalling

Kshs.l,4l8,770 without surrendering the

earlier issued imPrests, contrary to Section

92(8) ofPublic Finance Management (County

Govemments) Regulations, 20 t 5.

mprests ofThere were long oustanding i3. Long Outstanding
Staff ImPrest

Interventions and Resolutions

That the Committee having considered the issues raised by the Office of the Auditor-

General on the Financial Statements of Kirinyaga Water and Sewerage Company

LimitedforFinancialYears20lS/lg,2Olgl20and2O2Ol2fitnotedthatthecompany
had management challenges as demonstrated by the numerous unresolved matters and

directed as follows -

i).The Govemor take keens interest in the operations and management ofthe water

company in line with Article 179 of the Constitution;

ii).The Govemor ensures registration and full ownership of the water company in

favour of the County Government in line with the provisions of the Water Act

2016;
iii).Within 60 days from the date of the meeting' the Governor undertakes total

restructuring ofthe water company by
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a. Reviewing its Human Resources Management to introduce performance
contracting for all staff including the top management;

b. Reconstituting the Board ofDirectors; and
c. Mapping all the assets of the company.

iv).The County Govemment in collaboration with the County Assemble to enact a
water legislation to support operations of the water company;

v).Within 14 days fiom the date of the meeting, the nranagement to prepare and
submit to the Committee comprehensive mitigation measures on how they intend
to address the issues of Non-revenue Water (NRW), both the Commercial and
Physical losses. The NRW stood at 60Yo, which is way above the 25%o

recommended threshold as per WASREB Guidelines. Further, the Governor to
collaborate with the Ethics and Anticorruption Commission (EACC) to put in
place comrption preventive measures to deal with activities that may lead to high
Non-Revenue Water;

vi).The management to provide evidence of communication with Tana Athi Water
in its bid to secure ownership ofvarious assets in favour of the water company;
and

vii).The management to update the Asset Register of the water company in line with
the format prescribed by the Public Sector Accounting Sector Standards Board.

MIN. NO. SEN/CPICSF/29612023 ANY OTHER BUSINESS

The Committee received a letter from Hon. Eric Muchina, MCA Kerugoya Ward,
Kirinyaga County raising allegations of abuse of Office and Financia Impropriety at
Kirinyaga Water and Sewerage Company Limited. The Committee noted that the issues
raised in the said letter did not relate to audit matters before the Committee. The
Committee resolved to consider the contents ofthe letter in its subsequent meetings.

MIN. NO. SEN/CPICSF/2,7 12023 DATE OF NEXT
AI}IOT]RNMENT

MEETING &

The Chairperson adjoumed the meeting at nine minutes to three o'clock in the
aftemoon. The next meeting would be held on Thursday, l8,h'May,2023 at l0:00 am.

tt/4/2024
SIGNED: ........ DATE

(CHAIRPERSON: SEN. GODFREY ATIENO OSOTSI, MP.)

.,
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,tiii#;-r:g;[ti*:##l.d]#Fhi,ffi^+f,iti
PRESENT

',

I . Sen. Godfrey Atieno Osotsi, Mpz. ren. Ledama Olekina, 1r,p
3. Sen. William Kipkemoi Kisang, pn>4. Sen. paul Karungo Thangwa, Ir,lp5. Sen. Eddy Giche-ru Oketch, Mp6. Sen. Maureen Tabitha Mutinda, Mp7. Sen. Hamida Kibwana Ali, Mp8. Sen. Miraj Abdullahi Abdulrahman. Mp

ABSENT WITH APOLOGY

Sen. (Prof) Tom Odhiambo Ojienda, SC, Mp
IN ATTENDANCE

Sen. (Rtri) Justice Stewart Madzayo,CBs, Mp

SECRETARIAT

- Chairperson
- Member
- Member
- Member
- Member
- Member
- Member
- Member

- Vice-Chairperson

- Senator, Kilifi County

- Clerk Assistnnt I
- Clerk Assistant I
- Clerk Assistant III
- Clerk Assistant III
- Fiscal Analyst
- Media Relations officer_
- Audio officer
- Procurement officer
- Legal counsel
- Research Officer
- Research Officer
- Media Relations Officer
- Se4'eant-at-arms

- Governor

:I:y Finance Economic planning
. CECM - Watcr
- CO, Water

l. Mr. Yussuf Shimov
2. Mr. David Anewenvi
3. Mr. Erick Njogu
4. lW. Godfrey Nyasa
5. CPA. Kennedy Oiaroth
6. N{r. .losphat Ns,enoh
7. Ms. Winfred Ocholla
8. Mr. Patrick Ngenoh
9. Mr. Andrew Nyairo
10. Ms. Raisa Mwithi
I l. Mr. Matano Kataa
12. Mr. Josphat Ns'enoh
13. Mr. John pere

INATTENDANCE

A
l.
2.

3.

4.

. COUNTY GOVERNMEN,I
Hon. Gideon Munp.aro
Mrs. Yaye Shosi A--hmed
Mr. Omar Said Omar
.l\4r. Ezekiah Nguma Mwarua

OF KILIFI
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(

- Finance Matnger, MUWASCO
- Ag. MD, MUWASCO
.MDKIMAWASCO
- Accountant KIMAWASCO
- Internal Auditor
- Senior Procurement Omcer
- Aq. County Secretary

- Pr-ocurement KJMA WASCO

B. OFFICE OF THE AUDITOR GENERAL

I . Mr. Japheth Kasivu - Principal Auditor

2. Mr. Mark Gachanja - Liaison Offrcer

C. ETHICS AI{D ANTI-CORRUPTION COMMISSION

Mr. Patrick Kinoti - Liaison Officer

MIN.NO.SEN/CPICSF/26712023 PRAYER

ThemeetingwascalledtoorderbytheChairpersonattwentyeightpastteno'clock
in the moming followed by a word of prayer'

MIN. NO. SEN/CPICSF/26812023 ADOPTION OF THE AGENDA

5. Mr. Seith Kalume
6. Mr. Isaac Chibule

7. Ivlr. Pascal Jira

8. Mrs. Rhoda Chigiri
9. Mr. Kingstone Mulowe
10. Mr. Nelson Mbitha
I i. Mr. Ma(in M. Mwaro
12. Mr. Ismail Juma

MEETING WITII TIIE
F)(ECTITTVE OF KILtrI TO

The agenda ofthe meeting was adopted having beenproposed by Sen' Hamida Kibwana

ell, f;fp__ 
"ra 

seconded Uy S"n rt4i'; abdutlahi Abdulrahman' MP' as follows -

1. Prayer;
2. Adontion of the Agenda;

:. eJ"ii"it"",ion of-oath of witness and tabling of documents;

4. Meeting with the c"r"ay i*t"'tit" of Kilii to consider Reports of the^Auditor-

General on the Financial S*t"ttno of Matindi Water and Sewerage Company

Limited and Kitifi-Mariaka]riW"t"t "rra 
Sewerage Company Limited for Financial

Years 20 I 8/1 9, 2ol9l20 and 2020/21;

5. AnY Other Business; and

6. Daie of the Next Meeting and Adjournment'

MIN. NO. SEN/CPICSF/2 6gDO23 ADMINISTRATION OF OATH AND

TABLING OF DOCUMENTS

The Governor of Kiliir County took Oath of .Witness 
and tabled the Management

responses and supporting docurnents for audit reports of the Malindi Water and

Sewerage Company I-imit"i aJ Kilifi-Mariakani Water and Sewerage Company

ii.iiJf". Financial Years 20 I 8/20 1 9' 20 lg /2020 and 2020 /2021'

COTJNTY
CONSIDERMIN. NO. SEN/CPICSF/21 0/2023
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REPORTS OF TIIE AT]DITOR4ENERAL ON
TIIE FINANCIAL STATEMUYTS OF
MALINDI WATER AI\D SEWERAGE
COMPANY LIMITED AND KILtrI
MARIAKANI WATER AND SEWERAGE
COMPANY LTD. FOR TTIE FINANCIAL
YEARS m1820r9, mtglNn il{D ?fr2VzAL

The Govemor of Kilifi County, Hon. Gideon Maitha Mung'aro, appeared before the
committee to respond to the issues raised in the reports of the Auditor-General on the
financial statements of Malindi water and Sewerage company Limited and K ifi-
Y:rlllry Water and Sewerage Company Limited for the financial years for 2)lgll9,
2019/20 and 2020/21.

The Govemor requested the committee to consider the written management responses
of the audit reports and to allow him to rravel back to Kilifi followiig the Shaiahola
tragedy and the Committee acceded to the request.

MIN. NO. SEN/CPICSF/27INOB AI{Y OTHER BUSINESS

)

i. The committee sought to know the status of preparation for the Inquiry into the
county Pension Fund Liabilities and was informed by the secretariat that
preparations of an advert for public participation and letters to county pensions
Fund, LapTrust and Lapfund were underway. The Committee directed the
secretariat to present the draft advert for its consideration during the next meeting.

ii. Following revocation of the earlier pemrission granted by the Hon. speaker of the
senate to hold its sittings on wednesday momings, the comminee directed the
secretariat to revise the work schedule, proposing other modalities of holding its
meetings. Further, the committee directed the Secretariat to reschedule the mee"ting
with the County Executive of Kirinyaga that was scheduled for Wednesday, 3d May]
2023 to later date.

MIN. NO. SEN/CPICSF/272N023 DATE OF NEXT
AIIIOT]RNMENT

MEENNG &

The chairperson adjoumed the meeting six minutes past eleven o'clock. The next
meeting would be held on Tuesd ay,2d.May,2023 at lO:00 am.

SIGNED: ........ DATE

15s ll,aBc
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(CHAIRPERSON: SEN. GODFREY ATIENO OSOTSI'MP')

:s'r::=rl4"
13TH PARLIT{,MENT 2NI' SESSION

#J,",'1;[Ky#
NXBCUNVB OF MAI{DEI
GENERAL ON THE FINAI
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AND SEWERAGE COMPANYLIMITED FOR FINANCIAL YEARS 2OT8/20I9,20tetz020 ,otD 2020/2021HELD_oN iUEStiAy;;i;i ruLy,2023 rN F.TRSTl!99L SHIMBA HrLs, KENyArra lNirnNiuoNAL cor{vENrroNCENTRE (KICC) AT 9.30 A.M.

PRESENT

Sen. Godfrey Atieno OsoSi, Mp
Sen. (Prof.) Tom Odhiambo Ojienda, SC, Mp
Sen. 

-William 
Kipkemoi Kisang, Mp

Sen. Hamida Kibwana Ali, Mi
Sen. Maureen Tabitha Mutincla, Mp

I

2
3

4

5

ABSTJNT WITH APOLOGY

I. Sen. Paul Karungo Thangwa, Mp
2. Sen. Eddy Gicheru Oketih, Mp
3. Sen. Miraj Abdillahi Abduirahman, Mp

IN ATT,ENDANCE

Senator Roba Ali Ibrahim, Mp

SECRETARIAT

l. Mr. Ytrssuf Shimoy
2. Mr. David Angwenyi
3. Mr. Erick Njogu
4. Mr. Godfrey Nyaga
5. CPA Kennedy Owuoth
6. Ms. Raisa Mwithi
7. Mr. Kataa Matano
8. Mr. Andrew Nyairo
9. Ms. Winfred Ocholla
10. Mr. Josphat Ng,enoh
I l. Mr. Holifield Murimi
12. Mr. John Pere

INATTENDANCE

A. COUNTY EXECUTIVE OF MANDERA
l. Hon. Muhamed Khalif
2. Mr. Billow Hassan
3. Mr. Ibrahim. M
4. Mr. Hussein Somo
5. Mr. Abdirahman Ahmed
6- Mr. Addikadir Tache

- Chairperson
- Vice-Chairperson
- Member
- Member
- Ivlember

- Member
- Member
- Member

- Senator Mandera County

- Clerk Assistant I
- Clerk Assistant I
- Clerk Assistant III
- Clcrk Assistant III
- Fiscal Analyst
- Researcher officer
- Researcher officer
- Legal counsel
- Audio officer
- Media Relations Officer_
- Attached to the Committee
- Serjeant-At-arms

- Govemor
- County Secretary
- CEC - Finanoe
- County Attorney
- Deput_v Director Financial Services
- CEO Finance

157 lPape



7. Mr. Kassin Hafi - MD MADWASCO

8. Mr. ehmed Moharned - Principal Accountant

9. Mr. Ibrahim Asduwa - Assistant Director

10. gon Abdullahi Ibrahim - Chairperson PAIC

1 l. Mr. Abdifafah Kollow - Clerk Asst' PAIC

ii.n"t. rta"Urned Mohamud - Member PAIC

13. Mrs. Susan Gichuchi - Director Administration

l4.Mr. Issadin Edow - Chief of Staff

15. Mr. Basia Isaack - Director Energy

16. CPA Najma Suraw - Deputy CEO Mandera Water

B. OFFICi OF THE AUDITOR GENERAL

1. Mr. Hurrie Njoroge - Director of audit

i. f,ar. frau.tin rtautigi - Principal auditor

:. it4r. frf*t Gachamja - Liaison officer

A. ;iliAs ANn eNrt-connuPrloN coMMIssIoN
Mr. patrick Kinoti - Liaison Officer

D. THE NATIONAL TREASURY

Dr. Jackson Ndungo - Liaison Officer

MINNO.SEN/CPICSF/s0612023 PRAYER

The meeting was called to order by the chairperson at twenty eighty minutes past nine

O'clock followed by a word of prayer'

MIN NO. SEN/CPICSF/50712023 ADOPTION OF THE AGENDA

The agenda of the meeting was adopted having been proposed by Sen William

Kipkemoi Kisang, MP -a '""orra"a 
ty Sen' Hami-da Kibwana Ali' MP' as follows -

l. PraYer;

2. Adoption of the Agenda;

3. Administration of oath of witness and Tabling of Documents;

4. Meeting with the County Executive of Mandera to consider Reports of the Auditor-

General on the Financial Statements of Mandera Water and Sewerage Company

Limited for Financial Years 2018/2019 ' 2Ol9l2O2O and 2O2Ol202l''

5. AnY Other Business; and

6. Date of the Next Meeting and Adjournment'

MIN. NO. SEN/CPICSF/s O8I2O23 ADMINTSTRATION OF OATII OF WITNESS

AND TABLING OF DOCIMFNTS
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The Govemor of Mandera county took oath of witness and tabled the Management
responscs and supporting documents for the audit reports of Mandera water and
Sewerage company Limited for the Finarrcial years 20lgl19, 2019/20 and 2o2o/21 .

MIN. NO. SEN/CPICSF/50912023 MEE'TING WIIII TI{E COT]NTY
EXECUTIVE OF MANDFRA TO CONSIDER
RBPORTS OF TTM AUDMOR4ENERAL ON
TI{E NNANCIAL STATEMENTS OF
MANDERA WATER A}ID SEWERAGE
COMPAT\Y UN{ITD FOR FINANCIAL
\TARS 2018201 9, mtgtzw r'[-{D mmtm2t

The Following queries rvere interrogated for the Financia lyear 202012021

Audit Query

I Inaccuracies in thc
Financial Statements

KEY AUDIT MATTERS

3. Budgetary Control
and Performance

Conccrn

The accuracy ofthe financial statcments could
not be confirmed as note l9 to the financial
staterncnts reflected different amounts of
members'equity. Mcmbers's equity was also
not captured in the statement of changes in
cquity. Statement offinancial position and the
statement of changes in equity reflected
varying retained eamings balances.

The Comminee observed that the
County Govemment of Mandera
disputed the figures captured by thc
Auditor-General.
The Committee dirccted the
Governor to engage the Auditor and
resolve the dispute. The Committee
to review the matter in the
subsequent audit cycle.

The query remains unresolved.

The Committee observed the
under collection and under
expenditure was as a result of low
sales volumes of water due to
Covid- I9 and drought as well as

slow disbursements of fiunds by
donors due to security concerns
in the county. Further the
Committec noted that no
budgetary control measures were
put in placc by the water
company.

The Comrnittee dircctcd the
Governor to eosure that thc

159 lnae.,

Observation and
Recommendations

re was revenue under collection of Kshs
75,328,131 and under absorption of Kshs.
I0l,'739,'171 which may have negatively
impacted on service dclivery to the residents
of Mandera town ol the budget.

The



budgetary control measures ln

Iine wit regulation 42(l)(b) ofthe

Pubtic Finance Management

(CountY Governments)

Regutations, 2015.

The query remains unrcsolved'

Accounting oflicer exerts

The Following queries were interrogated for the FinancialYear 2019120

Observation en

Recommendations

d
ConcernAudit QuerY

Thc Committec observed that -
the tand ownershiP

dOcuments were

provided and verified

by the.Auditor-General'
The intangible assets

wcrb not inhcrited from

Northem Water Works

Dcvclopment Agenry

and that thcy were

acquisitions bY the

water comPany.

The Accounting Oflicer
failed Provide
suPPorting documents

to veri$ the acquisition

of the intangible assets'

The Committee directed ' the

Govemor to ensure that the

acquisition documents for the

intangible asses are submitted to the

Auditor-Gencral for audit review

with 14 daYs from the date of the

meeting.

Query remains unresolved'

ll.

llt.

Intangible assets amountrng

Kshs. 881,600 from Northern

water Work DeveloPment

Agency were not disclosed in the

Notes to the financial statements'

Land hosting Suftu Water intake

had no title deed'

Buildings and civit wo*s
amounting to Kshs. 62,989234

should have been rePorted under

project costs in the statement of
Prolit and loss ans the Projects

were to be owned bY the

communitY.

lt.

lll

to
Lack of OwnershiP

Documents
4
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The Following queries were interrogated for the Financial year 20lg/19

Audit Query Observation and
Recommendations

ii.

l. Water Sales Revenue The number and values of
monthly bills issued to customers
could not be confirmed as the
rcvenue schedule provided for
audit rcview did not have invoice
numbers and invoice dispatch
registcrs.

The water company had not
installed water meters at its water
pumps.

Concern

lt

Committee observed that at the
time of audit, the water company
had not metered its water supply
system and therefore relied on a flar
rate billing system.

The Comminee further noted thar
the water company was in the
process of automating its revenue
syst€m but failed to address the
metering issues.

The Committee therefor€ direcled
the Governor to ensure that all
customers are meter€d through
smart mcters for accurate billing.
Further, the Governor to cnsure
that the old i[frastrucaure is
replace and that ahe water
company deploys appropriate
technologies such as GIS to detect
bursts rnd leekages real time, The
Audilor-General ao monitor
implementation and provide a

saatus updaae in the subsequent
audit cycle.

Query remains unresolved

The

2. County Government
Grants from the County Govemment of Mandcra

were not supported with ledger records.

rants balances of Kshs. 37,010,483The G e Commince observed that the
management provided the
supponing schedule and that the
same had been reviewed by the
Auditor-General.
The Committee directed the
Accounting Officer to ensure that
documents are submitted within the
required timelines in line with
section 9(lXe) of the Public Audit
Act

Th
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solved
Query was marked as re

audit revicw, the ledgers to support

the members' equiry and caPltal

srants balances and that the same
"was 

reviewed bY the Auditor-

General.
The Committee directed the

Accounting Oflicer to ensure that

documents are submitted within the

reouired timelines in line wrth

section 9(l)(e) of the Public Audit

Act.

Que was mlrked as resolved

that the

tted for
observcd

cer submi
The Commlnee

Accounting Offi

for audit revtew

and CaPital

and Kshs.

ot provided

E uth tyno qdsrecoThe edger
8695 6928shKsfoancesab
n200 v,7

60 resPectGrants
3. EquitY and Capital

accuracy of the oPening ProPerry'

olant and e4uiPment balance

iotalting Kshs. 65,522,125 could not

be confrrmed as the water comPany

failed to demonstrate how the

balances were arrived at'

Further, the Committee noted that

some of the assets and liabilities

belonging to the water comPanY

were vet to be transfened from the

defunct local authorities and the

water comPany had not

demonstrated any efforts to pursue

the matter with the

Intergovemmental Relations

Tectriical Committee (ICRTC)'

The Committee directed that -
i. the Govemor to engage

IGRTC for full transfer

of assets and liabilities

in favour of the water

company.
the Accounting Officer

to carry out a valuation

of all the comPanY's

assets within 60 days

from the date of the

meeting and submit an

updated fixed asset

register to the

ed that theThe Comminee observ

Comm ittee and the

financial statements on how the diminution in

value of the Company assets during the

dormancy period was accounted for in the

books of the Company, and how the oPenrng

DroDertY, plant and equipment balance

i"iri^L'rtr,t. 65,522,t25 as at Julv' 2018

was arrived at.

provided inNo disclosure has been the
Valuation of Assets4
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5. Additions in the year
Under Review

Auditor-Gcneral
verification.

remains unresolved.

for

Que

on fixed assets of Kshs.
23,458,859 berween the
statement of cash flows and Note
I4 to the financial statements was
not explained or reconciled.
The balance of Kshs. 843,42? of
financing activities offixed assets
inherited &om the Northenr
Water Services Board was not
explained.

Review of records on the assets
indicated that the properties were
not registered in the Company,s
nalne.

lt

Ir.

Variance of Investment balances ttee observed that the
variance of Kshs. 23,458,g59 was
adequately addressed in the
management response. However.
properties amounting to Kshs.
843,427 inherited from the Northem
Water Services Board
explained and the said assets were
not registered in the company,s
Dame.

The Committee directed rhe
Govemor to engage IGRTC and
ensure full ownership of all the
assets of water company within 60
days from the date ofthe meeting.
The Accounting OIIicer to ensure
that all assets ofthe water company
are valued within 60 days &om the
date of the meeting and maintained
an updated fixed asset register in
required format and submit a copy of
the same to the Auditor-General and
the Commiftee for verification. The
Auditor-General to review the
matter and provide a status update in
the subsequent audit cycle.

Query remains unresolved.

The Commi

was not

6. Freehold Land company did have ownership
ofa freehold piece of land valued

The water

documents

at Kshs. 4,500,000

ttee observed that the

ownership documents for the land

were availed.

Qucry was marked as resolved.

The Commi

Interventions and Resolutions

Having considered the issues raised by the office of the Auditor ceneral on theFinancial Statements of Mandera Water and Sewerage Company Limited for the
Financial Years under review, the Committee directed ai fo ows;

i).The Govemor takes keen interest in the operations of the water company in the
county in line with Article 179 of the Constitution;
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ii).The Govemor, within 60 days from the date of the meeting' ensues that the

water company complies with the WASREB advisory Rel

WASREB/LEGAL/582 VOL.VI (9) dated 6'h April' 2023 to all Govemors' and

that full ownership of the water company is transferred to the County

Govemment in line with the taw (water Act, 2016) and other guiding laws' Upon

completion, the Govemor submits a copy of the CR-12 to the Committee;

iii).The County Govemment in collaboration with the County Assembly to finalizes

the enactrnent of a County Water Act to support the operations of Mandera Water

and Sanitation ComPanY Limited;

iv).The Commiuee noted that in some instances the management of the water

company submitted documents for audit outside the set timelines during the audit

proclss contrary to the provisions ofsection 3l of Public Audit Act' 2015 The

Water company ensures total compliance with the said provisions of the law

going forward;

v).For Good govemance, sound accountability' protection ofpublic resources' and

improved service delivery, the management o[ Mandera Water and Sewerage

Company co[unences metering of its customers;

vi).The management to maintain an updated asset register in the format prescribed

by the National treasury and the provisions of section 136 (1) of Public Finance

Management (County Govemment) regulations, 2015 and a copy of the same to

be submitted to the Committee within 60 days from the date of the meeting;

vii).The Committee noted that the management of the water company had failed to

establish an internal audit function and an audit committee contrary to section

167 (1) Public Finance Management (County Government) regulations' 2015'

The management to establish intemal audit function and an audit committee for

the water company within 60 days from the date of the meeting' Further the

County Government ensue that the internal is adequately resourced; and

viii).The Committee noted some assets of the water company had not been transferred

from the defirnct local authorities (Mandera county cor'mcil). The county

GovemmentinconsultationwiththelntergovemmentalRelationsTechnical
Committee (IGRTC) ensures all assets are transferred in favour of the County

Govemment within 60 days from the date of the meeting'

MIN. NO. SEN/CPICSF/s10/2023

There was no other business.

MIN. NO. SEN/CPICSF/s1 1/2023

ANY OTHDR BUSINESS

DATE OF NE)ff
ADIOTIRI{MENT

The Chairperson adjoumed the meeting at thirty-seven minutes past eleven o'clo^ck in

the afternoon. The nixt meeting would be hetd on Thursday, 27th'!u|y,2023 at 9:30 am'

MF,ETING &
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29/4t2024
SIGNED: ........ DATE

(CHAIRPERSON: SEN. GODFREY ATIENO OSOTSI, Mp.)

€t=:-:n.
I3TH PARLIAMENT 2ND SESSION

MINUTES OF THE FORTY THIR-D SITI'ING OF THE COT-INTY PUBLIC
II{VESTMENTS AND SPECIAL FUNDS COMMITTEE WITH THE COUNTY
EXECUTIVE OF MIGORI TO CONSIDER REPORTS OF THE AUDITOR-
GENERAL ON THE FINAI{CIAL STATEMENTS OF TIIE IUIGORI COUNTY
WATER AND SANITATION COMPANY LIMITED FOR FINANCIAL YEARS
2OI8II9,2OI9I2O AND 2O2Ol21, HELD ON TUESDAY, 25TH APRIL, 2023 AT
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TIIE IMPALA ROOM, FIRST FLOOR' KENYATTA INTERNATIONAL

t?imvsNiaon cENTRE (KICc) Ar 10'00 A'M'

1. Sen. GodfreY Atieno Osotsi' MP

i. i"". <p.f.l fom Odhiambo Ojienda' SC' MP

i. S"n. Wittio. KiPkemoi Kisang' MP

4. Sen. Paul Karungo Thangwa, MP

5. Sen. EddY Gicheru Oketch, MP

6. Sen. Maureen Tabitha Mutinda' MP

7. Sen. Hamida Kibwana Ali, MP

8. Sen. Miraj Abdillahi Abdulrahman' MP

ABSENT WITH APOLOGY

Sen. Ledama Ol"1ina, MP

PRESENT

SECRETARIAT

l. Mr. Yussuf ShimoY

2. Mr. David AngwenYt

3. Mr. Erick Njogu
4. Mr. GodfreY NYaga

5. CPA. KennedY Owuoth
6. Mr. JosPhat Ng'enoh
7. Ms. Winfred Ocholla
8. Mr. Patrick Ngenoh

9. Mr. Andrew NYairo
10.Ms. Raisa Mwithi
I l. Mr. Matano Kataa

12. Mr. JosPhat Ng'enoh
13. Mr. John Pere

IN ATTENDAI{CE

A. COUNTY GOVERNMENT OF MIGORI

1. Hon. (Dr.) Ochilto AYacko

2. Mr. Maurice N. Otunga

3. Mr. ChristoPher O Rusana

4. Mr. Jacob Maroe

5. Mr. Shadrack fuoba

6. Hon. Thomas Arungu

7. Hon. Jacob Calebs

8. Mrs. Janet Kagati

9. Mr. Phidale Castro Ouma

- ChairPerson
- Vice-ChairPerson
- Member
- Member
- Member
- Member
- Member
- Member

- Member

- Clerk Assistant I
- Clerk Assistant I
- Cterk Assistant III
- Clerk Assistant III
- Fiscal Arralyst
- Media Relations offtcer'

- Audio offrcer
- Procurement offrcer
- Legal cotursel

- Research Officer
- Research Offtcer
- Media Relations Offrcer'

- Serjeant-at-arms

- Governor
- CECM Finance

- CECM Water

-MDMIWASCO
- MIWASCO
-MCA
-MCA
- Head of Treasury

- CO - Water
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B. OFFICE OF THE AUDITOR GENERAL
l. Mr. Laban Ondara _ principal Auditor
2. Mr. Japheth Kasivu _ principal Auditor
3. Mr. Mark Gachanja _ Liaison Officer

C. ETHICS AND ANTI-CORRUPTION COMMISSION
Mr. Patrick Kinoti - Liaison Officer

MIN.NO.SEN/CPICSF/261N023 PRAYER

The meeting was calred to order by the chairperson at half past ten o,clock in the
moming followed by a word of prayer.

MIN. NO. SEN/CPICSF/26212023 ADOPTION OF THE AGENDA

The ag-endaof the meeting was adopted having been proposed by Sen. Hamida KibwanaAti, MP and seconded by Scn. Miraj Abdillahi Abd;lr;man, Mp, as lollows _

l. Prayer;

2. Adoption ofthe Agenda;
3. Administration of oath of witness and tabling of documents;
4 Meeting with the county Executive of Migori to consider Reports of the Auditor-

General on the Financial statements of Migori county water and Sanitation
Company Limited fbr Financial years 2}lg/1g,2019/20 and 2020/21;

5. Any Other Business; and
6. Date of the Next Meeting and Adjoumment.

10. Dr. Achwora John
I l. Mr. Dennis Wasike

MIN. NO. SEN/CPICSF/2 6312023

MIN. NO. SEN/CPICSF/2 64/2023

- CO - Finance
- Governor's liaison office

ADMINISTRATION
WITNESS AND
DOCUMENTS

OF OATH
TABLING

OF
OF

The Govemor of Migori County took Oath of Witness and tabted the Management
responses and supporting documents for the audit reports of the Migor.i county water
and Sanitation company Limited for Financial years 2olg/2o19, 2019/2ozo and
2020/2021 .

MEE'IING \4TIH TIIE COLINry
EXECUTTVE OF MIC,ORI TO CONSIDER.
REPORTS OF AUDITOR4ENERAL ON THE
FINANCL{L STATEMENTS OF MTC,ORI
COLTNry WATER AND SANITATION
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C-OMPAT'TY UMTTD FOR FINAI\'ICIAL

ilii -zor 
vmrs,mD Nm N{D Nmnmt

ueries were interrogated for the FinancialYear 202012021
The Following q

RT re;ti:lIALCANFINNo TIIEoPRE
V$;i,s

Observation an

Recommendations

d
ConcernAudit Query

The Committee' within 14 daYs

fiom the date of the meetrng'

directed the management ol the

water comPany submit a

comprehensive rePayment Plan for

the customcr dePosits'

done

todrefunthatedontteemComThe
eto basnouacc vtsthe depos

QuerY rem ains unresolved'

withdrew Kshs. 7,006,448 from the customer

O"forio 
"."oun, 

without the approval of the

Board ofDirectors

The management of the water comPany

Customer DePost its

Account

The Governor requ

Cordmittee to allow him

matter within sixty (60) daYs from

the date ofthe meeting'

The Committee acceded to his

reouest and directed that the

."nae.ment submits a coPY of the

CRli uPon the lapse of the 60

days.

QuerY remeins uIlresolved

ested the

resolve the
etasmco vwater anyPfo theherso pThe

ocalefunctdthemfroferredtransbeo
rnenentGovemmuCothe nty

sectorother6 and20rt€ Act,
authorities to

with the Wa

guidelines.

Issued CaPital.,

2Olgl2O2O was finalized due to

transition within the Office of thc

Auditor-General

However, the Oftce of the Auditor-

Ceneral confirmed that the certified

comparative figures had

adopted while submining

2O2ll2OZZ annual rePort

fi

fo

hehadserveobneemComeTh
izedalnasafin2 report02 t2002
FtheforCothe reportrebe

financial statements

been

the

and

ffe

frnanc

ab CSreceltheodantradeeare vTh pnor
ene statemthlnctedflre ecelanbatveatcom par

leuar ndertheon fo yealfif nanco pos
nndiotheth correspredd3f 84o 92265
then094 08 reportedJ ,3,6hs.Ksfoancba
tsenstatematedaudsr'yea

shsKoce franaredunreconcnam

prevlous

resulting
2t | ,8'15.

Comparative Tra

and other Receivables
., de
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The query wss considered
resolyed-

omparative Trade
and other payables

4.C
comparative balance reflected in the statement
of financial position of the year under reviewof Kshs. 47,140,532 differed with the
corresponding balance of Kshs. 46,92g,659
reported in the previous year,s audited
financial statements, resulting in an
unreconciled variance of Kshs. 2l 1,g73.

The prior year Fade and othcr payables The Committee ob
2020/2021final report was finalized
before the OAG report for the Fy
2019n020 was finalized due to
transition within the Oflice of the
Auditor-Ceneral.

However, the Oflice of the Auditor
General confirmed that the certified
comparative figures had been
adopted while submitting the
2021/2022 annual report and
financial statements.

The query tflas considered
resolved-

served that the

aterial Uncertainty
Related to Going
Concern

5 M
,996 exceeded current assets of Kshs.
,281 resultiug in a negative working
ofKshs. 22,900,715.

rtles totalling KshsThe

69288
46,388

capital

current liabrl

water company was a loss-making
trend leading to negative workins
capital.

The Committee directed the
Govemor to ensure the water
company put in place strategic and
innovative measures for recovery
and boost rhe financial health of the
water Company for self_
sustainability.

The Office ofthe Auditor-General to
provide a shtus update on the mafter
in the subsequent audit cycle.

Query remains unresolved

The Committee observed that the

iljudgetary Control
and Performance

6. B

underfundhg and under expenditure
may have had an adverse effect on
the water company's planned
actiyiries and service delivery to the
residents of Migori County.

The Office of the Auditor-General

The Comm ittee obse rved that the

informed the meering the matter of

The com panson of the budget and actual
recerpts resulted to an under-funding oIKshs.
29,978,612 or 38yo ofthe budget whereas that
of the incurred expenditure and the approvcd
budget resulted to an under-expenditure Kshs
26,601,319 or 3B%o ofthe budget. Further, the
recomputed total of Kshs 77,73 1,415 differed
with the total final budget amount of Kshs
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78,73'l,415 resulting resulting in

unexplaincd variance of Kshs 1,006,000

an the variance was because ofa
casting error and that the necessary

corrections had been done.

The Company's Board of Directors

was directed to ensure that the

management of the water comPany

comes up with rdalistic budgets and

undertake supplementary budgets as

often as possible to ensue the

budget is realised.

The Commiuee to review the maner

in the subsequent audit cYcle.

auery remains unresolved.

7. Unresolved Prior
Year Matters

A review of the progress on follow up of The Comminee observed that that

the management had not Provided an

explanation as to why the matters

were not.

Auditor's recommendations indicated that the

Management had not resolved the issues as at

30 June, 2021.

The Committee directed the

management to try to resolve all

prior year issues in line with Section

la9(2)(l) of the Public Finance

Management Act,20[2.

The Committee to review the matter

in the subsequent audit cYcle.

Que ry remains unresolved.

ENIS BDtci S

8, Trade and other
Payables

The water company had salary arrears o t The Committee observed that

i. the matter of salary

alTears was not

adequately ad&essed

by the management;

and

ii. the management was

taking some stePs to

address the matter of
unremitted statutory

deductions.

The Govemor requested the

Committee to allow him to solve the

matters within sixty (60) days from

the date of the meeting.

Kshs. 14,540,883 and unremitted Pay-As-

You-Eam (PAYE), National Social Security

Fund (NSSF) remittances and Withholding

Tax arrears totalling to Kshs. 2,908,753 and

had be.€n outstanding for more than l2 months

as at 30 June 2021.
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Employees were eaming monthly wages

lotalling Kshs. 10,000 contrary to the

Regulation of Wages General Amendment
Order of 2018 which sets the minimum
monthly wage for employees working in

Migori County at Kshs. 12,523.

Tlre regularity of the board emoluments

totalling Kshs. 1,338,478 could not be

confirmed-

The Committee acceded to his

request and resolved to review the

matter in the subsequent audit cycle.

Query remains unresolved.

9. Payment of Salaries
Below the Minimum
Wage

The Committee noted that the

management of the water company

had taken rcmedial measures to

address the staff salary minimum
wage.

Query was considered resolved.

10. Irregular Payment of
Directors'
Emoluments

The Committee noted that the

management of lhe water company

had failed to submit crucial

documents that were necessary in

responding to the matter as they

were not provided by the secretarial

scwice provider.

The Committee dirccted the

Govemor to ensure that demand

letters were written to the said

service provider to submit the

necessary documents failure to
which the Committee shall

intervene-

Query remains unresolved and

th€ mraler to be reviewed in the

subsequenl audit cycle,

The non-revenue water stood at 4870 that is 23

percent points above the sector benchmark of
25% as prescribed by the Water Services

Regulatory Board (WASREB) guidelines.

The Committee, with 60 days

from the date of the meeting

directed the management of the
waler company to put in place

comprehensive measures to arckle

the high NRW (both physical and

Commercial losses).

Oflice of the Auditor-General to
verify the measures and report on

their effectiveness in the

subsequent audit cycle.

The Committee further directed the

EACC to commence investigations

into the operations ofthe past regime

11. Non-Revenue Water
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give a Preliminary
sevcn (7).

remains unresolved

report within

Query

Covernor to ensure that the water

company took full control of- the

Billing SYstem within 60 days trom

the date ofthe mecting'

The querY remains unresolvcd

and the matter to be reviewed in

th€ subseq uert audit cycle.

The Committee directed the

controls ofthe system hence the management

could not guarantee the security and integrity

ot the d"tu in the database of the billing

system.

Vendor retained theThe Bilting System 's
12. Unfettered Access to

Billing SYstem

Vendor

Interventions and Resolutions

That the Committee having considered the issues raised by the Offrce of the Auditor

General on the Financial Staternents of Migori County Water and Sanitation Company

Limited for the Financial Year 2020/21 it resolved as follows;

i).To consider written management resPonses for remaining issues raised by the

Auditor Generat on 
't'"iinun"ial 

Statemens of Migori County Water and

Sanitation Company iirntt"O fo' the Financial Years 2020/21' 2019120 and

20t8l19;
ii).The Governor to ensure that the County Govemment takes full ownership of the

water company by transfening all the shares owned by the defunct local

authority and submit a copy of the CR-12 within 60 days;

iii).TheGoverno.to,..b,nittotheCommitteemeasrrresputinplacetorefund
customer deposits *i;;; J"yt' The office of the Auditor General to verifr the

measure and report in the subsequent audit cycle; and

iv).The Govemo, ait""t"J-io *tite a demand letter to Kirui t**ttlt-t^f:lt::
provider) to provide documents in their possession that were necessary ln

facilitating the audit process' In the event of non-compliance' the Govemor to

inform the committee for its interventlon'

MIN. NO. SEN/CPICSF/26512023 ANY OTHER BUSINESS

There was no any other business'

MIN. NO. SEN/CPICSF/2 6612023 DATE OL 
-IEXT 

METIING
ADIOIJRNMENT

The Chairperson adjoumed the meeting at fifteen.minutes Dast two o'clock in the

aftemoon. The next meeting ;r,o;;n"[- rn wednesday, 26',h'April, 2023 at 10:00

&

am
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14/1U2023SIGNED: ........ DATE

(CHAIRPERSON: SEN. GODFREY ATIENO OSOTSI, Mp.)

€i.:=:r.
13TH PARLIAMENT 2ND sEsSIoN

MINUTES OF THE SIXTH FOURTH SITTING OF THE COT.rNTY PUBLIC
INVESTMENTS AND SPECIAL FUNDS COMMITTEE WITH THE COUNTY
EXECUTIVE OF MOMBASA TO CONSIDER REPORTS OF THE AUDITOR-
GENERAL ON TIIE FINANCIAI. STATEMENT OF THE MOMBASA WATER
SUPPLY AND SANITATION COMPANY LIMITED FOR FINANCIAL YEARS
20r8r20r9,201912020 AND 2020t202r HELD ON THURSDAY, zzND .nrnr, zoii
AT THE IMPALA ROOM, FIRST FLOOR, KENYATTA INTERNATIONAL
COIWENTION CENTRE (KICC) AT lI,OO A.M.
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1. Sen. codfrev o'i'l?.9'""t: 
f,]lndu, sc, Mp

2. Sen. (Prof') Tom 0dhran

i i"". i'*r (u*ngo Thangwa' MP

; ;;;. ildv Gichen: oketch' MP

i. i.". 
"rnii 

euaittut'i Abdulrahman' MP

i ."S"". U".ia" Kibwana Ali' MP

;. il. i;;;;;n rabitha Mutinda' MP

ABSENT WITH APOLOGY

I . Sen. Ledama Olekina' MP

i. i"; *uitt'' KiPkemoi Kisang' MP

PRESENT

IN ATTENDANCE

Sen. MwinYihaji Faki

SECRETARIAT

I . Mr. Yussuf ShimoY 
.

2. Mr. David AngwenYt

3. Mr. Erick Njogu

4. Mr. GodfreY NYaga

5. CPA Kennedy Owuoth

6. Ms. Raisa Mwithu
7. Mr. Kataa Matano

8. Mr. An&ew NYairo

9- Ms. Winfred Ocholla

10. Mr. JosPhat Ng'enoh-

I l. Mr. Holif,reld Murimt

12. Mr. James Ngusia

- ChairPerson
- Vice-ChairPerson
- Member
- Member
- Member
- Member
- Member

- Member
- Member

- Senator Mombasa CountY

- Clerk Assistant I

- Clerk Assistant I

- Clerk Assistant III
- Clerk Assistant III
- Fiscal AnalYst

- Researcher officer
- Researcher officer

- Legal counsel

- Audio officer
- Media Relations Officer'

- Attached to the Commtttee

- Serjeant-At-arms

IN ATTENDANCE

A. COI.INTY EXECUTIVE OF MOMBASA

t i.",Iiia'u'wamadNassir :3;:"fl.";""."
2. Mr. Evans Oanda 

- CECM Water
3. Mrs. Emiltv.Achieng- 

- i6-,JOWoaaao
4. Mr. Abdurahim Farah 

- [rI 
^riOWe'SSCO

5. Mr. Kinyai Laban 
- i"rri ."*g* Mombasa water

6. Mr. MunYi Mugo 
- 
"Oil"",or erait

7. Mr. Rrchard t}i"' ., - principal Accountant
8. Mr. Mejuma M*'nYt .ni - ilrrior e"countunt
9. Mr' Nicholas .Mo'l"nt - Chief Accountant
10. Mrs Zahra Anmeo 

- it i"f of rtrff
I I . Mr' Noah Akala. 

County Attorney
l2.Mr. Jimmy Waliaula - vvurrlr ' -'--
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The meeting was called to order by the Chairperson at sixteen minutes past elevenO'clock followed by a word ofprayer. ': '--" -' -'^!!!l

MIN NO. SEN/CPICSF/3 8gI2O23 ADOPTION OF THE AGENDA

MIN. NO. SEN/CPICSF/3 qODO23

MIN. NO. SEN/CPICSFi3 9 T 12023

The agenda of the meetins was adopted having been proposed by Sen. Maureen TabithaMutinda, Mp and secondld by Sen. Mrr;; d"dihhi i;fii."r*^", Mp, as folows ._

13. I\4r. Mohamed Bow _ Director Intergovernmental Relations
I}, OFFICE OF THE AUDITOR GENERALl. Mr. paul K. Nzioka
2. M.. E;;ki"i tj. ;;." 

- Deputv Director Audit
c.ErHrcd'ANlli,ii_"o"nr"i,ti?,.6ilT1i!"r,o*
Mr. Patrick Kinoti _ Liaison Officer

MINNO.SEN/CPICSF/388/2023 
PRAYER

ITruLG wrm MoMBASA co[rNrY
E)(ECT]TTVE TO CONSIDER TTM AUDMOR
9Tgtt"'. REPoRT oN rm FTNANCTAL

T1TryIENTS OF MOMBASA WATER
SUP*PLYAND SANTTATION COMPAI\TY FOR
l:T fl1l.*crAl- yEARs alsaor e, :{lflDDN
N..IDMNM2|

l. Prayer;
2. Adoption of the Asenda:
3. Administration of iath of witness and-Tabling of Documents;4' Meeting with the counw Executive of Mo,,b;;ro";;;iaer Reports of the Auditor-Generat on rhe Financial srateln:lb 

"f 
tt 

" 
M;;;;;,Wut", srppty and Sanitation, ::I3T:,t"TJ,:3,1',lf*",", v*^ zoi sa;i i, ?t,i,zoro and 2020/202 t :

6. Date of the Next Meeting and Adjournment.

ADMINISTRATION OF OATII OF WIINESS
AND TABLING OF DOCAIMEIYTS

Il|f":ffl:'.ou|ffiTr;ffi:*tv took.oath of witness and.tabred rhe Manasement;;:iffi ffi :lH;:lit1"J,tJF"h5ilfl :ff ",H:J;h#r,'fl ty#;b;T#

The Following queries were intcrrogatcd for the Financia r year 2020/202r
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ATEANTI#RT
TSCIALNIFNooPRE

Rccommendations
Observat ion and

Concern
Audit Query

ThP Comminee considered .the

."i "r *li"'*l -.,.,i-"1"".'1?

H''J::',T.:' J['"JT::"i1ff 
',;

Office of the Auditor-Generar'

The query rcmains unresolved'

-Ceneral
that the

place bY

isfactory,
itor their

ffice

fo

torudthefooThe
ltteemmCoethedn

nWESeas putmlt ngm gatl
sat

nomo
the management

but they needed

effectiveness'

statements

fi
A

fi
fi

entrTcuhedceedeexesbiAncurIeeTh ofacnrk apg
ento gatnsue csetsas rtcdetedu aumcacThe1(., 87964 ,5hsKs neu03atas,1

4 6263't102ShKs'd'tdotos n tooIarenncertanuaterlmThe0202 essureamngm ganadan vcemncono c ethc rectorsdsomc nyeth Paace bynu p adhonp laancn posousrecarrab pesndu IAancnethtosnoteethINosedscldibeenon

Material UncertaintY

Related to Going

Concern

1 Failure to Disclose

*:.:,I;"" ii,il" t3*',:,ilx:
,ri*tn"o bY the water comPany

was satisfadory'

**#'-w;*
The query remains unresolved'

verificatton'

fened

fi

adherhathnotedtteemComTh functdethefromnA Strntee nuCo tyhtoouth tyocal 2CRthefovand copentver noG dedwasm Proasthermconto

:lTff :""'ffi'.l',ff [*:'$::1
ind s"*",ug" Co*Pi"Y 1":: l::
:::''J:ff:l[l;:ffii;;;
s-"nitation ComPanY Limited as

at 306 June 202 1

The new water company nau

s 000 authorized shares but onry

ii,ffi ':l Tli,["' :"'l]i:fi.:

ll.

l1l.
fi

fo

sarehS tSenstatemacanntheto2oteN uedSSwereha205tedecflre shKsatdueardunpabu atthteomchh0000 ,245
saresh0005zedthoruath

fonfirmed

arehSthefosetenesmco pandaccuracyeTh noldcou42 00005hssKfoancealbltacap sreasonnehtodueocb

2, Unconfirmed Share

CaPital

Mombasa CountY

The Office of the Auditor

informed the commlttce

eththatnotedtteemmoCTh asnteGovernmnu tyCo ureseasmnm tigatrnentlem emp nentanagemmasemo prov

-General

that the
fo

anndardsrecoSnaCom vpehfoRe 2220uanJ atynouedcarlond nsPectau foentmnaam gehenaknsssledearev h nSces9onatnsaanderage focesannster9erehhereCbasa tyomM nemtrcaIEseweraneseSdeaco Ps f'andArseaedk vorotnadhathtsall anp ncea posothetotndeemASeaSE

Sanitation
Management in

Mombasa CitY

3 Sewerage and
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fo

hea hah zard o the res d ne ots Mf om basa,nco otrury R atronegu s 0 and fo theEn roruI enta M nan enm andtnaCoord on aste( M enanagem )Re u at noc 2006s, h ch u resreq oan ratorpe
o ah aVC ec nse rh tmn onatlop n fowas and o A te aoper waste d s al s epo OTanp am on others eTh anm enagem wasth su bn ach of he a

The committee directed rhe Office
ot the Auditor-General to provide a
status update on the matter in the
subsequent audit cycle.

The query remains unresolved

measures put
satisfactory and
matter addressed

were

the

rn place

considered

The query remains urtresolved

4 Unaccounted for
SiINjir. :RESOUR

E

ffll

s ts+rl cEs
Thc N n-o veRe Un e tea f o 3od 46 ha ts Th mCo2 m ttee noted thapercen hetag ntspo abo e he sec or oun Goty mvemben enchm foark Mfo om25 ab saas thper w s D B had n ad Put ceIneel mgu ph nos, ch rgati measm uresa hav en cga ov address oNrm nca Reed enuep on athe teroC m n spa ro fiv tabp andtyts ba to sl sty ta D ser! c Ths. o ce of the ud or e-Gen a

ud edcat that the m eas u res npu
lacep were at ls fac butory h t

e ffect ness oc u d on bevascertained n the subs uen llaeq d
c cv

Water

The 
-Committee directcd rhe Officeot 

.the Auditor-Ceneral ro verifu
their effectiveness in the subsequent
audtt cycle.

The Following query wa_s interrogated for the Financia I year 2019/2020

Interven tions and Resolutions

IT_9:rr-11""^.having considered rhe issues raised bv fiy::_"^*]. r, the Financiir sratemenrs of rhe rwo *ut", 
"o.ouj,^9ffice, 

of rhe Audiror-
r ears, rr nored rhar rhey had managemcnr .h,li.,;;;.#;yfl[:,:J iffij;d 

Financiat

i). That the Govemor take:

. Supply and Sanitation at^ 
r""n ilttt"tt in rhe managet

,, ). rhar ro i mprove 
" 
n. ;"lTlllv 

L i'" i t"d ;;";;';:"#:il":i ff ,T 3}:i.ffi:l
company. tt. cor".o..1lI-': :t*k" delivery and ,o ,u- u.o*a irr" ,,'i,".
,r," a'"t" 

"rii,"",ri..,,;;' 
reconstrtutes the Board of Directors *itt in io ;;;.;;;
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iii).That the Governor introduces performance contracting^ for all employees and the

undertake asset mupp'ng oiif'J *uter company's assets and liabilities to improve

the e{IiciencY of the comnanv:

iv).That the Office of the ,q.t'l-itJ"-C"n"'ut reviews the measures put in place by the

County to turn around ti.^t"*""t company and report on their efficacy in the

subsequent audit cYcle;

v).That within l4 days from the date of the meeting' the Govemor submits the new

CR-12 of the water *rnpuny inaituting that the county fully owns the water

,,,.i"#llllir" 30 davs from the date of the meeting' the Governor submits to the

"' ;ffi ;#;'";;;;;;;i;';;;;io tu"tt" the-high Non-Revenue water that

stood at 509/0 -a "f"*f Vinii."" 
't 

"lln"V 
intend to-deal with both the physical

and commercial losses;

vii).Noting that the County Govemment indicated that it had challenges of pending

licenses for sewerage operations anl n]Tag:ment with the National

Environment M*ugtt"ni"+uthority (NEMA)' the Committee directed the

County Governm"nt, to 
"ngug" 

NEMA on the matter and submit feedback to the

Committee on ttr" way ioil"ai; ;J *' other challenges that may arise' The

a;;in"" to engage irlEMA on the same thereafter; and

viii).The Committee . *g;;;';;;:; w;;' works Development Agencv on the

matter of the long outstanding debt'

MIN. NO. SEN/CPICSF/3g2N023 A}{Y OTHER BUSINESS

The Committee to consider a county visit to Mombasa in the month of august to verify

tfre mitigating measures put in place by the management'

MIN. NO. SEN/CPICSF/3I312O23 DATE OF 
-NE)(T 

MEETING &
ADIOT]RNIVIMIT

The Chairperson adjourned the meeting at twenty-six minutes past two o'clock in the

aftemoon. The next meeting *crr-riJ u" f;"fa on Mtnday' 26th'June' 2023 at 10:00 am

SIGNED:

(CHAIRPERSON: SEN' GODFREY ATIENO OSOTSI' MP')
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€r:-:-r..
13TH PARI,IAMENT 2ND SESSION

MINUTES OF THE HUNDRED AND SECOND SITTING OF THE COUNTY
PUBLIC INVESTMENTS AND SPECIAL FUNDS COMMITTEE WITH THE
COUNTY EXECUTIVE OF LAIKIPIA TO CONSIDER REPORTS OF THEAUDITOR-GENERAL ON THE FINANCIAL S'TATEMENT OF THE
NYAHURURU WATER AIYD SANITATION COMPANY LIMITED AND THENANYUKI WATER AND SANITATION COMPANY LIMITED FORFINANCIAI YEARS aOI8,I2OIq, }OIqIaO2O AND 2O2OI2O2r HELD ON
THTJRSDAY, 2IST SEPTEMBER, 2023 AT THE IMPALA ROOM, FIRST
FLOOR, KENYATTA INTERNATIoNAL CoT\TVENTIoN cENTRx. 6I.CJAT 10.00 A.M.

PRESENT
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I . Sen. GodfreY Atieno Osotsi, MP

i. ien. (lrof.; rom Odhiambo Ojienda' SC' MP

3. Sen. Wiltiam KiPkemoi Kisang' MP

4. Sen. Paul Karungo Thangwa, MP

5. Sen. EddY Gicheru Oketch, MP

6. Sen. Miraj Abdullahi Abdulrahman' MP

7. Sen. Mauieen Tabitha Mutinda' MP

8. Sen. Hamida Kibwana Ali, MP

IN ATTENDANCE

Sen. John KinYua, MP

- ChairPerson
- Vice-ChairPerson
- Member
- Member
- Member
- Member
- Member
- Member

- Senator LaikiPia Counry

- Clerk Assistant I
- Clerk Assistant I
- Clerk Assistant III
- Clerk Assistant III
- Fiscal AnalYst
- Researcher officer
- Researcher officer
- Legal counsel
- Audio officer
- Media Relations Officer
- Serjeant-At-arms
- Attachee

SECRETARIAT

I . Mr. Yussuf ShimoY

2. Mr. David AngwenYi
3. Mr. Erick Njogu
4. Mr. GodfreY NYaga

5. CPA KennedY Owuoth
6. Ms. Raisa Mwithu
7. N4r. Kataa Matano
8. Mrs. Aagela KagunYi

9. Ms. Winfred Ocholla
l0.Mr. JosPhat Ng'enoh
I 1. Mr. John Pere

12. Mr. Alvin Muzuni

IN ATTENDANCE

A. LAIKIPIA COTAITY EXECUTTVE

l. Hon. Joshua Irungu - Govemor

2. Mr. Koinange Wahome - County Secretary

3. Mrs. Leah Njeri - CECM - Water and Environment

4. Mr. Wachira Gacheri - CECM - Finance and Economic Planning

5. Mr. Keruredy Gitonga - MD Nanyuki Water

6. Mrs. phoebe Karimi - Intemal auditor Nanyuki Water

7. Mr. Bernard Mwaura - MD Nyahururu Water

8. Mr. Francis Neleg*a - CM Nyahururu Water

9. Mrs. Esther Muthoni - Finance manager Nyahururu Water

10. Mr. David Muyuki - Director Nyahururu

I 1. Mr. Ma(in Muchiri - Director NANAISCO

12. Mrs. Damaris Wanjiku - Director NYAHUWASCO

B. OFFICE OF THE AUDITOR GENERAL

3. Mr. Mutai Philip - Deputy Director of Audit

+. M.. Ma.k Cachanja - Liaison officer
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a

C. ETHICS AND ANTI-CORRUPTION COMMISSION
Mr. Patrick K-inoti _ Liaison Officer

MINNO.SEN/CPICSF/613/2023 PRAYER

The meeting was called to order by the chairperson at thirty minutes past nine o,clock
followed by a word ofprayer.

MIN NO. SEN/CPICSF'/6T4I2023 ADOPTION OF THE AGENDA

The. agend_a_.of the meeting was adopted having been proposed by Sen. William
Kipkemoi Kisang, MP and seconded by Sen. Miraj abdultahi Abduliahman, Mp, as
follows -
l. Prayer;

2. Adoption of the Agenda;
3. Administration of oath of witness and Tabling of Doci_rments;
4. Meeting with Laikipia county t-xecutive to consider Reports of Lhe Auditor-General

on the Financial statements of the Nyahururu water and Sanitation company
Limited and Nany.rki water and Sanitation cornpany Limited for the Financiar
Years 2018/2019 , 2019/2020 and 2020/2021;

5. Any Other Business; and
6. Date of the Next Meeting and Adjoumment.

MIN. NO. SEN/CPICSF/615/2023 ADMINISTRATION OF OATHOFWITI{ESS
AND TABLING OF DOCUT{ENTS

-Ihe Govemor of Laikipia county took oath of witness and tabled the Management
responses and supporting documents for the audit reports of Nyahururu Water and
Sanitation company Limited and Nanyuki water and Sanitation company Limited for
the Financial Years 2018/19, 2Ot9t2O and,2020t2t.

MIN. NO. SEN/CPICSF/6I6I2023 MEETING WTTH I-AIKIPIA COUNTY
DXECUTIVE TO CONSIDER REPORTS OF
TIIE AUDTTOR4EI.IERAL ON TI{E
FINANCIAL STATEVIENTS OF TIIE
T{YAHURTJRU WATER AND SANITATION
COMPANY LIMITED AND NANYT]KI
WATER AND SANITAIION COMPANY
LIMITED FOR TtM, FINANCIAL YEARS
z0lvmt9, m9 Dfrm N.rD zumlwzt

a. Nyahururu Water and Sanitation Company Limited
The Following queries were interrogatcd f<rr thc Financiaryear 202ot202r
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TERT TSTs MENAcAN IALHET FINNoREPO

Observation and

Recommendations
ConcernAudit Query

The Committee observed that Board

of Directors of the water comPany

was irregularly constituted.

The Committee directed the

Governor to regularize the

appointment of the Board members

and submit an updated CR-12 within

60 days ftom the date ofthe meeting.

Query remains unresolved'

There was a breach of the law as t
information provided for audit review

indicated that the Company had ten Board

members, contrary to Section 3.4.1 (2) of
WASREB guidelines that limits the number of
Board members to seven.

hel. Appointment of
Board Members

The Committee observed that

water company registered a high

NRW in the period under review and

that he significant level of Non-

Revenue Water could be an

indication of inefliciencY and

ineffectivencss in the use of public

and water resources, which maY

negatively imPact on the ComPanY

on the Company's profitability and

its ability to sustain servic€s.

The Comminee further observed

that the measues put in Place were

inadequate.
The Committee directed the

Governor to ensure that within 60

days from the date of the meeting,

the water company Puts in Place

comprehensive measures on how it
intends to address the I{RW, clearly

indicating how both the Commercial

and Physical losses will be

addressed. The Accounting Officer

to submit the measures to the

Auditor-General for verification.

The Auditor-General to Provide a

status update on the effectiveness of
the measures taken in the subsequent

audit cycle.

Query remains unresolved.

theThe Non-Revenue Water (NRW)

company stood at 39.4y., that is, 14.4

percentage points above the sector benchmark

of25% as per WASREB Guidelines.

for the water2. Excess Non-Revenue
Water

The Committee observed that the

assels belonging to the water

company were yet to be transferred

in its favour and that the fixed asset

Four (4) motor vehicles and granted

Northern Water Works Development Agency

and the County Govemment of Laikipia had

not been transfened and registered in the

by the3. Unrccognized
Property, Plant and

Equipment
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name of the water company and that the fixed
asset register was not up to date.

register was not up to date as

required by the law.
The Committee directed the
Govemor to ensure (hat the water
company takes full ownership of all
its assets and that the Accounting
Oflicer maintains an updated fixed
asset registered as required by
section 149(2)(0) of the Public
Finance Management Act, 2012.

remains unrcsolved.Que
The Committee observed that the
water company utilized customer

deposits without approval an that at
the time, the wats company had
made any refunds to the deposits
account.
The Committee directed the

Governor to ensure that within 14

days from the date of the mccting,
the water company comes with a

repayment plan for the deposis,
with clear timclines and submit thc
same to the Auditor-General and the

Committee for verification. The
Auditor-Ceneral to monitor
compliance with the repayment plan

and provide a status update in the
subsequent audit cycle.
The Board of Director to come with
clear guidelines on how the

management of the water company
can access, utilize and refund
customers deposits within specified
timelines. Customer deposits should

be held in a fixed/call account where
the management cannot easily
access it as well as where interest
eamed can be used to offset bank
charges.

remains unresolved.Que

4. Unauthorized
Expenditure of
Customer Deposits

The water company spent customer deposits

amounting to Kshs. 26,714,922 without
authoriztion and did not have a policy
guideline on how to access, utilize and refund
the money within specified timelines.

The Following queries were interrogated for the FinancialYerr 2019D020

m ffip,"'
Audit Query Concern Observation and

Recommendations
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water comPany incuned an

authorized over exPenditure and

expenditure outside the budget in the

year under review.

The Committee directed

Accounting Officer to

budgetary control measures in line

with regulation 42(l)(b) of the

Pubtic Finance Management

(Countv Covemments) Regulations'

)ors "na 
also ensue that all

expenditure incuned bY the water

company is within the aPProved

budeet in line with the law

The to regulariz€ the exPenditure

incurred outside the budget'

Auditor-General io monitor the

matter and Provide a status update in

the subsequent audit cycle'

Query remains unresolved'

The Committee observed that the

the

exert

the water comPanY incuned an over

exoenditure of Kshs. t0,755,219 on l7 items

*ithort n"""rrury approvals Further' the

water company also incuned an expenditure

amounting to Kshs. 4,607,957 without

budgetary allocation.

the law the water where
There was a breach of

5, Unauthorized Over

ExPenditure

water comPany was technicallY

insolvent and that is continued

exitance as a going concern was

deoendent on financial support from

the CountY Govemment and its

creditors.
The Comminee further noted that

the Management failed to disclose in

the notes to the financial statements'

the material uncertainty in relation

to going concem and anY mitigating

measures put in place by the to

reverse the undesirable financial

situation.
The Committee directed the

covemor the Govemor of LaikiPia'

within 60 days fiom the date of the

meeting, to Put in Place

comorehensive mitigation measures

to boost the financial health of the

water comPany for self-

sustainabilitY.

Query remains unresolved'

The Committee observed that the

current assets leading to a

negative working caPital of Kshs' 22,759,607

heice the company could not meet its short

term financial obligations as and when they

fall due. The company also registered an

oDeratins loss ofKshs 5,6?9,069 leading to a

negatiuJreserue balance ofKshs' 52'946'26l '

Management has not disclosed the material

"on""* 
in relation to going concern and any

measures it has taken, or intends to take' to

reverse the unfavourable financial

performance and put the Company on a path

to profitability.

company'sThe water

exceeded its

current liabilities
1. Failure to Disclose

Material UncertaintY

in Relation to Going

Concern

b. Nanyuki Water and Sanitation Company Limited
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Audit Query 0bservation and
Recommendations

l. Lack of Ownership
Documents

Title Deed for the land acquired
from the Nanyuki High School by
the water company was not
provided for audit review.
Logbooks for one (l) motor
vehicle and (4) motorcycles
valued at Kshs. 4,165,708 were
not provided for audit review.

Concern

.

Committee observed that the
Accounting Officer failed to provide
ownership documents ofthe piece of
land acquired fiom Nanyuki High
School, the four (4) motorcycles and
one (l) vehicle.
The Committe also observed that the
ownership of rhe four (4)
motorcycles and one ( l) vehicle was
yet to be transferred fiom the
defunct local authorities and the
Nonhern Water Works
l)evelopment Agency to the County
Govemment.
The Committee directed the
Covemor submit to the Auditor-
Ceneral, the ownership documents
of the land acquired fiom the
Nanyuki High School within 30
days &om the date ofthe meeting.

The Office ofthe Auditor General to
follow up on the implementation of
the management's mitigating
measures and report back to the
committee on the same in the
subsequent audit cycle.
The Govemor, within 30 days from
the date of the meeting, should
engage the lntergovernmental
Relations Technical Committee and
secure full ownership of the assets
held by the defunct Iocal authoriries
and the Waer Works Development
Agencies.

Query remains u nresolved.

The

'Ihe Following queries were interrogated for the Financia lyear 202012021

Intcrventions and Resolutions
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Having considered the issues raised by the Office of the AuditorGeneral on the

Financial Statements of th" **"' lornp-les for the said financial years' the Committee

recommended as follows -

i).Noting that the Board of Directors of Nyahururu Water and Sanitation Company

Limited was irr"g'f'fy t""tituted' the Committee directed the Govemor of

Laikipia County t" *r'it"'Ot tn" 
"ppointment 

of the Board members in line with

the water A"q 2ol;;; wutt' s"tui""t Regutatory Board (WASREB)

Cuidelines. Further, the Co"'no'' within 60 days from the date of the meeting'

submits an updated co;;;f the CR-12 to the Committee and the office of the

Auditor-General for verification;

ii).Noting that the water companies (Nyahumru Water and Sanitation Company

Limited and Nanyuki wut"llni St*"tugt Company Limited) had put in place

comprehensive strategies on io* tt'"y intended to address the matter of Non-

Revenue Water, the Corn'nitt"" directed the Ofhce of the Auditor-General to

verifo the measures una 
"pott 

on their effectiveness in the subsequent audit

cycle;

iii) Noting that the water companies Qrlyahururu Water and Sanitation Company

Limited and Nanyuki wut". *i s"*"rog" company Limited) had made

unauthorised utilization J ton"' from customer deposits' the Committee

directed the Govemor "f 
;"ik;; within seven (7) days from the date of the

meeting, to submit t" tt'" C"t-in"e and the Offrce of the Auditor-General

evidential support to demonstrate that refunds to the deposits accounts were

ongoing. Further, m" Offt" of the Auditor-General to verifo the matter and

,"io.t J., tt 
" 

status ofthe same in the subsequent audit cycle;

iv).Noting that Nyahururu Water and Sanitation Company Limited has been on a

loss-making t."nd t"^aingio "*"'i'" 
working Capital' the.Comll-* 

1t:".ljl1
the Governor of Laikipia, withi" OO auyt from the date of the meeting' to put rn

place comprehen'i'" rnitigution measures to boost the financial health of the

water company for self-sustainabiliU;

v).Noting that the water companies (Nyahururu Water and Sanitation Company

LimitedandNanyukiWaterandSewerageCompanyLimited)hadhightrade
receivables in the years under review' the Committee directed the Govemor to

put in place a Debt necovery Plan to guide the recwerY process and submit the

same to the Office of ttre Auditor-Geieral for verification within 30 days from

the date of tte meeting furttrer' the Govemor to submit to the Office of the

Auditor-General and the Committee' a debtors schedule and a schedule of all

receivables within 7 days from the date ofthe meeting: and
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vi) The commiftee directed the Govemor to pursue securing ownership documents
of assets transferred from the Water Works Agencies to ihe Water Comoanies.

MIN. NO. SEN/CPICSF/61 72023

There was no any other business.

MIN. NO. SEN/CPICSF/6|8I2023

ANY OTHER BUSINBSS

DATE OF NEXT
ADIOURI\MENT

MEETING &

The 
_Chairperson adjoumed the-.meeting at nine minutes past noon. .fhe 

next meetingwould be held on Thursday, 2l'q Septembe r,2023 at I l:36 am.

SIGNED
tt/4/2024

DATE
(CHAIRPERSON: SEN. GODFREY ATIENO OSOTSI, Mp.)

#--'---'-"'
13TH PARLIAMENT 2ND sEssIoN

MINUTES OF THE EIGHTY FIFTH SITTING OF I,HE COUNTY PUBLICII\ryESTMENTS AND SPECIAL FUNDS COMMITTEE WITH THE COLTNTYEXECUTIVE OF THARAKA NITHI TO CONSIDER REPORTS OF THEAUDITOR.GENERAL ON THE FINANCIAL STATEMENT OF THE NITHiWATER AND SANITATION COMPANY LIMITED FOR FINANCIAL YEAR'2018/2019,2019/2020 AND 2o20t202t HELD ON TUESDAY, zsr" luti zoilAT THE SHIMBA HILLS I{ALL, FIRST I-LOOR, KENYAT-TAINTERNATIONAL CONVENTION CENTRE (KICC) AT 11.00 A.M.

PRESENT

I . Sen. Godliey Atieno Osotsi, Mp - Chairperson

a
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2. Sen. Witliam KiPkemoi Kisang, MP

3. Sen. Maureen Tabitha Mutinda, MP

ABSENT WITH APOLOGY

3. Sen. (Prof.) Tom Odhiambo Ojienda, SC, MP

4. Sen. Paul Karungo Thangwa, MP

5. Sen. EddY Gicheru Oketch, MP

6. Sen. Miraj Abdullahi Abdulrahman, MP
7. Sen. Hamida Kibwana Ali, MP

- Member
- Member

- Vice-Chairperson
- Member
- Member
- Member
- Member

IN AT"TENDANCE

Senator Mwenda GataYa, MP

SECRETARIAT

1. Mr. Yussuf ShimoY
2. Mr. David AngwenYi
3. Mr. Erick Njogu
4. Mr. Godfrey Nyaga
5. CPA KennedY Owuoth
6. Ms. Raisa Mwithl
7. Mr. Kataa Matano
8. Mr. Andrew Nyairo
9. Ms. Winfred Ocholla
10. ir,Ir. Josphat Ng'enoh
11.Mr. Holifield Murimi
12. Mr. John Pere

- Senator Tharaka Nithi County

- Clerk Assistant I
- Clerk Assistant I
- Clerk Assistant III
- Clerk Assistant III
- Fiscal Analyst
- Researcher officer
- Researcher offtcer
- Legal counsel
- Audio officer
- Media Relations Officer.
- Attached to the Committee
- Serjeant-At-arms

IN ATTENDANCE

A, THARAKA NITHI COUNTY EXECUTIVE
1. HON. Muthomi Njuki, EGH - Govemor

2. Mr. Laban Mwaniki - Managing Director

3. Mr. Njue Njaai - CECM Water

4. Mrs. Loise Mutua - Chief officer Water and Inigation

5. Mrs. Irine Kithaka - Commercial manager

6. Mr. Nduaii .E K - Director Accounts

7. Mr. Erick Munene - Intemal auditor

8. Mrs. Gloryfine Kathure - Technical Manager

9. Mr. Dennis Miriti - Procurement olficer

I 0. Mr. Kennedy Mirithi - Head of Commercial

I l. Mrs. Alice Micheni - Liaison officer

12. Mr. Andrew Endovo - Communications officer

13. Mr. Sammy Githinji - Office of the Covernor

l4.Mrs. Liz Kwigi - Communication office
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B. OFFICE OF THE AUDITOR GENERAL
I . Mrs. Jane Kariuki - Director of audit
2. Mr. Reuben Kamuruchi - Deputy Director of audit
3. Mr. Mark Gachamja - Liaison olficer

C. TIIE NATIONAL TREASURY
Dr. Jackson Ndungu - Liaison officer

D. ETHICS AND ANTI-CORRUPTION COMMISSION
Mr. Patrick Kinoti - Liaison Officer

MINNO.SEN/CPICSF/5T2I2023 PRAYE,R

The meeting was called to order by the Chairperson at ten minutes past twelve
O'clock followed by a word of prayer.

MIN NO. SEN/CPICSF/s13/2023 ADOPTION OF THE AGENDA

The agenda of the meeting was adopted having been proposed by Sen. William
Kipkemoi Kisang, MP and seconded by Sen. Maureen f'abitha Mutinda, MP, as follows

1. Prayer

2. Adoption of the Agenda

3. Administration of oath of witness and'labling of Documents

4. Meeting with County Executive of Tharaka Nithi to consider Reports of the Auditor-
General on the Financial Statements ol Nithi Water and Sanitation Company
Limited for Financial Years 2018/2019 ,2019/2020 and 2020/2021.

5. Any Other Business

ti. Date of the Next Meeting and Adjo'.rnment

MIN. NO. SEN/CPICSF/s I412023 ADMINISTRATIONOF OAIH OF WTTNESS
AND TABLING OF DOCUMM{TS

The Governor of Tharaka Nithi County took Oath of Witness and tabled the

Management responses and supporting documents for the audit reports of Nithi Water

and Sanitation Company Limited for the Financial Years 2018/2019,2019/2020 and

2020/20?.1.

MIN. NO. SEN/CPICSF/515i2023 MEETINGWIIHCOT]NTYIXECUITYEOF
THARAKA MIIII TO CONSIDER REPORTS
OF TTM AT]DITOR<;ENERAL ON TTIE
FINANCIAL STATENTENTS OF MTTII
WATER AND SANITATION COMPAIry
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The Following queries were interrogated for the FinancialYear 202012021

TIVIITED FORFINANCIAL I'EARS 20T82019'

l//DI2frMN{DzUMDfiLI

'REBO AIEn4E..TSCTAL'ST.TIIE,FINANON
Observation an

Recommendations

d
ConcernAudit Query

The water comPany was

Yet to transfer

ownershiP of some of

its assets from defunct

local authorities and

that the water comPany

shared some of its land

(Lands DePartments):

and
The wat€r comPany

failed to disclose th€

value of its Parcels of

land in its financial

statements.

The Committee directed the

Governor, in consultation with the

lntersovemmental Relations

rectriical Comminee (IGRTC) to

"nrua" 
ttt" CountY Coveernment of

Tharaka Nitlri takes full ownersntp

the land within 60 daYs fiom the date

ofthe meeting from the defunct local

authorities. The Govemor to lurther

ensage the Lands DePa(ment to

uairJ", on th" runer ofthe Parcel.oI

land occuPied bY the two entrtres

within 120 daYs from the date ofthe

meeting, that is, the water companY

and the Lands DePartment ot the

National Covemment The Auditor-

General to review the matter and

orovide a status uPdate in the

subsequent audit cYcle

The Committee observed that -

Query rem ains unresolved

ll.

National
entity

with a

Government

cars and land hosting the water

company's buildings were not

orovided for audit review'

The value of land Parcels

belonging to the water comPany

were disclosed in the financial

statements.

The ownershiP docum ents for the
1. Fixed Assets
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2. Trade and Other
Payables

mmrttee observed that the
Accounting Officer submitted the
support ledgers explaining the build
up to the arrears.

Query was marked as resolved

The Co

ER Po TR No LAWF LU NESS AND F'E FECTI NE ESS UN ES Fo UP LB C ESR Uo CR ES

The opening balances and the associated
invoices of payables balances of Kshs
7,262,572 were not availed for audit.

4. Excessive Non -
Revenue Water 62.6yo r?'tio, that is, 37.6 percentage points

above the sector benchmark of25% as set by
Water Scrvices Regulatory Board
(WASREB). The high NRW curtailed the
Company's profitability in the year under
review and may, ifnot urgently contained by
Management, pose a significant risk to the
Company's ability to deliver its services in a
sustainable way.

water company registered very high
IJRW and rhat the measures put in
place by the water company to
address the same were inadequate.
The Committee directed the
Govemor to ensure that within 60
days from the date of lhe meeting,
the water comparry puts in place
comprehensive measures to address
the high NRW and the measures ro
clearly indicate how it intends to
tackle both the physical and the
commercial Iosses. The Auditor_
Ceneral to review lhe measures and
provide a status updale on their

The Non-R evcnue Water (NRW) stood at The Committee observed that the

Query remains unresolved.

effectiveness in the subsequent audit
cycle.

5. Long Outstanding
Trade Receivables

I

!

The water company,s receivables of Kshs The Committee observed that the
60,689,129 remained outstanding for a long
time hence their recoverability was doubtful.

water company's debts had been
long outstanding and that the
recovery measures outlined by the
management were inadequate.
The Committee directed the
Accounting Ofncer to develop a
comprehensive dcbt recovery plan
as well as a debt management policy
and submit copies ofthe same to the
Auditor-Ccneral for veri fi cation.
The Auditor-General to review the
effectiveness of the measures put in
place and provide a status update on
the same in the subsequent audit
cycle.

Query remains unrcsolved-
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The Following queries were interrogated for the Financial Y ear 201912020

Interventions and Resolutions

Having considered the issues raised by the Office of the Auditor General on the

Financial Statements of Nithi Water and Sanitation Company Limited for Financial

Years under review, the Committee directed as follows-

i).The Committee noted that some of Nithi Water and Sanitation company assets

had not been transfened from the defunct local authority (v{unicipality ofChuka

Township) and that the National Govemment (Lands Depa(m"]0 'Y1:i:
with County entities The Committee directed County Government tn

consultation with the Inter-governmental Relations Technical Committee

(IGRTC) ensures all assets are transferred in favour of the County Government

within 60 days from the date of the meeting' Further' the Governor' within 120

days from the date of the meeting' to engage the said National Govemment entity

and amicablY resolve the matter;

TATECIAL: f .lr.t1lJ:RT l.t-.
,1{,

sANI'INTtmNooPRE
Observation and

Recommendations
ConcernAudit QucrY

The Committee observed

water comPany recorded an under

collection and an under expenditure

that mav have affected the Planned

activities and maY have imPacted

negatively on service delivery to the

residents ofTharaka Nithi County'

The Committee directed the

Accounting Officer to exert

budsetary control measures in line

witli regulation 42( I ) of the Public

Finance Management (CountY

Govemments) Regulations, 2015

Further the water comPany to

institute proper and realistic budget

planning. The Auditor-.General to

review the measures put ln place anq

provide a status uPdate in the

subsequent audit cycle.

Query remains unresolved'

that the

Kshs. 53,835,387. The under expenditure

affected the planned activities and may have

impacted negatively on service delivery to the

residents of Tharaka Nithi County'

lecti fooncounderanedecordnheT omc vpa
fortureexand under55 an pend94 08 55shKs

6. BudgetarY Control
and Per[ormance
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ii).The Committee noted that the Non-Revenue Water stood at 62.2yo that is 37.6
percentage points above the recommended threshold of 25o/o as per the Water
Services Regulatory Board (WASREB) guidelines. The County Government to
put in place clear and actionable measures on how the water company intends to
tackle the high Non-Revenue Water, clearly indicating how both physical and
commercial losses will be addressed and a report on rhe same to be fited with the
committee within 60 days from the date of the meeting and the Oflice of the
Auditor-Genera.l to verifu the measures and report on their effectiveness in the
subsequent audit cycle;

iii).The Committee noted that trade receivable amounting to Kshs 60,699,129
remained outstanding in ttre year under review. Further, Govemment institutions
such as Kenya Revenue Authority, Kenya prisons, Kenya Forests Services
among others remained as debtors to the water company. The County
Govemment to put in olace a debt recovery plan and submit the same to the
Comntittee and the Office of the Auditor-General for verification within 60 days
from the date of the meeting. Further, the County Government to enter into a
Payment Agreements with the said institutions and recovers the outstanding
amounts within 90 days from the date of the meeting. The Office of the Auditor-
General to report on the matter in the next audit cycle; and

iv).The Govemor, within 60 days hom the date of the meeting, ensures that Nithi
Water and Sanitation Company Limited is fully owed by the County Government
of Tharaka Nithi in line with Water Acr, 2016 and other guiding laws.

MIN. NO. SEN/CPICSF/516/2023

There was no other business.

IVIIN. NO. SEN/CPICSF/sI 7/2023

ANY OTHER BUSINESS

DATE OF NEXT
ADIOTJRNMFNT

MF,ETING &

The Chairperson adjoumed the meeting at Seven minutes to two o'clock in the
aftemoon. The next meeting would be held on Thursday,27th. July,2023 at9:30 am.

tt/4/2024
SIGNED: DATE

(CHAIRPERSON: SEN. GODFREY ATIENO OSOTSI, MP.)

I
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13TH PARLIAMEI.IT 2ND SESSION

MIIYUTES OF A HI'I\[DR.ED AhID SIXTH-SXTH SITTING OFTHE COTJNTY
PT,IBLIC NTVESTMENTS AND SPECIAL FT.INDS COMMITTEE ON TEE
CONT'IRMATION OF MIITUTES AND ADOPTION OF hEPORTS IMLD ON
MOIIDAY, 29ru A.PRIL, 2024, AT ll:00 AM AT COMMITTEE ROOM 10,
sEcot\D FLOO& BLTNGE TOWER.

PRESENT

a
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l. Sen. GodfreY Atieno Osotsi, MP

2. Sen. William KiPkemoi Kisang, MP

3. Sen. Paul Karungo Thangwa, MP

4. Sen. EddY Gicheru Oketch, MP

5. Sen. Miraj Abdillahi Abdulrahman, MP

ABSENT WITH APOLOGY

I . Sen. (Prof.) Tom Odhiambo Oj ienda, N{P

2. Sen. Ledama Olekina, MP

3. Sen. Hamida Kibwana, MP
4. Sen. Maureen Tabitha Mutinda, MP

SECRETARIAT

l. Mr. David AngwenYi
2. Mr. Erick Njogu
3. Mr. GodfreY NYaga

4. Ms. Faith Wangoi
5. CPA KennedY Owuoth

6. Ms. Raisa Mwithi
7. Mr. JosPhat Ng'enoh
8. Mr. Witliam Omondi
9. Mr. Julia Gachoki

- Chairperson
- Member
- Member
- Member
- Member

- Vice - ChairPerson
- Member
- Member
- Member

- Clerk Assistant I
- Cterk Assistant III
- Clerk Assistant III
- Legal Counsel
- Fiscal AnalYst
- Researcher Officer
- Media Relatiors offrcer.
- Audio offrcer
- Serjeant at- arms

I

MIN.NO.SEN/CPICSF/I03112024 PRAYER

The meeting was called to order by the Chairperson at thirty minutes past 1l O'clock

fottowed by a word of PraYer.

MIN. NO. SEN/CPICSF/I03212024 ADOPTTON OF THE AGENDA

The agenda of the meeting was adopted having been pro-posed by Sen' Paul Karungo

Th;#;;, lvP and seconJed bv Sen" William Kipkemoi Kisang' MP' as follows -

1. Prayer;
2. AdoPtion ofthe Agenda;

3. Confrrmation of Minutes;
4. Matters arising from the previous minutes;

5. AdoPtion of RePorts;

6. AnY Other Business; and

7. Date of the Next Meeting and Adjournment'
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MIN. NO. SEN/CPICSF/I 03312024 CONFIRMATIONOFMINUTES

i) The Minutes of the Eight second Sitting held on Tuesday, I 8n July, 2023; were

confirmed as a true record ofthe proceedings and signed by the Chairperson after

being proposed by Sen. William Kipkemoi Kisang, MP and seconded by Sen'

Eddy Gicheru Oketch, MP.
ii) The Minutes of the eighty fourth Sitting held on Tuesday, 25th July, 2023; were

confirmed as a true record of the proceedings and signed by the Chairperson after

being proposed by Sen. Godfrey Atieno Osotsi, MP and seconded by Sen'

William Kipkemoi Kisang, MP'
iii) The Minutes of the forty Ninth third sitting held on Thursday, 106 August' 2023;

were confirmed as a true record ofthe proceedings and signed by the Chairperson

after being proposed by William Kipkemoi Kisang, MP and seconded by

Sen. Paul Karungo Thangwa, MP.
iv) The Minutes oflne Orty Ninth fourth Sifting held on Thursday, 2l't August'

2023; were conftrmed as a true record of the proceedings and signed by the

Chairperson after being proposed by Sen. Paul Karungo Thangwa, MP and

seconded by William Kipkemoi Kisang, MP.

v) The Minutes of a Hundred and Fourtien Sitling held on Thursday, 196 May'

2023; werc confirmed as a true record of the proceedings and signed. by the

Chairperson after being proposed by William Kipkemoi Kisang, MP and

seconded by Sen. Paul Karungo Thangwa, MP.

vi) The Minutes of a Hundreci ina eig[teenttr Sitting held on Wednesday, 25ft

October, 2023; were confirmed as a true record ofthe proceedings and signed by

the Chairperson after being proposed by Sen. Eddy Gicheru Oketch, MP and

seconded by William Kipkemoi Kisang, MP.

vii) The Minutes of a Hundred and Twenty First Sitting held on Friday, 27s

October, 2023; were confirmed as a true record of the proceedings and signed

bytheChairpersonafterbeingproposedbySen.MirajAbdillahiAbdulrahman,
MP and seconded Sen. Eddy Gicheru Oketch, MP.

viii)The Minutes of a Hundred and Twenty Second Sitting held on Saturday, 28u

October, 2023; were confirmed as a true record ofthe proceedings and signed

bytheChairpersonafterbeingproposedbySen.MirajAbdillahiAbdulrahman,
MP and seconded Sen. Eddy Gicheru Oketch, MP'

ix) The Minutes of the Fifth Seventh Sitting held on Tuesday, 4'h July, 2023; were

confrrmed as a true record ofthe proceedings and signed by the chairperson after

being proposed by Sen. Miraj Abdillahi Abdulrahman, MP and seconded Sen'

Paul Karungo Thangwa, MP.
x) The Minute's of a Ilundred and Twenty Second Sitting held on Thursday' 2nd

November, 2023; werc confirmed as a true record of the proceedings and signed

by the Chairperson after being proposed by Sen. William Kipkemoi Kisang, MP

and seconded Sen. Miraj Abdillahi Abdulrahman, MP.

xi) The Minutes of a Hundied and Sixth Sitting held on Tuesday, l4rh November'

2023; were confirmed as a true record of the proceedings and signed by the
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Chairperson after being proposed by Sen. Ivliraj Abdillahi Abdulrahman, MP and
seconded Sen. Eddy Gicheru Oketch, MP.

xii) The Minutes ofa Hundred and Seventy Seventh Sifting held on Thursday, l6'h
Nlovember,2023; were confirmed as a true record ofthe proceedings and signed
by the Chairperson after being proposed by Sen. William Kipkemoi Kisang, MP
and seconded Sen. Eddy Gicheru Oketch, MP.

I

,

I

I

MIN. NO. SEN/CPICSF/I 03412024

There were no matters arising.

MIN. NO. SEN/CPICSF/103512024

MATTERS ARISING FROM THE
PREVIOUS MINUTES

ADOPTION OF REPORTS

The Committee adopted the followings sets of reports and directed the secretariat to
prepare them for tabling in the Senate;

Report of the Select Committee on County Public Investments and Special Funds

on the consideration of the Audit Reports of the following county water sen'ice
providers for the Financial Year'2018/2019 (l'r July,20l8 to 30th June, 2019),
having been proposed and seconded by Sen. lVilliam Kipkemoi Kisang, MP and

Sen. Miraj Abditlahi Abdulrahman, MP -
a) Busia Water and Sewerage Services Company Limited - Busia County;
b) Iten-Tambach Water and Se'werage Company Limited - Elgeyo-

Marakwet County;
c) Kirinyaga Water and Sanitation Company Limited - Kirinyaga County;
d) Malindi Water and Sewerage Company Limited - Kilifi County;
e) Mandera Water and Sewerage Company Limited - Mandera County;
f) Migori Water and Sanitation Company Limited - Migori County;
g) Mombasa Water and Sanitation Company Limited - lvlombasa County;
h) Nanyuki Water and Sanitation Company Limited - Laikipia County; and

D Nithi Water and Sanitation Company Limited - Tharaka Nithi County.

2. Report ofthe Select Committee on County Public Investments and Special
Funds on the consideration of the Audit Reports ofthe following county warer
service providers for the Financial Year 201912020 ( I "t July, 20 I 9 to 30(h June,
2020), having been proposed and seconded by Sen. Paul Karungo Thangwa,
MP and Sen. Eddy Gicheru Oketch, MP -

a) Busia Water and Sewerage Services Company Limited - Busia County;
b) Iten-Tambach Water and Sewerage Company t,imited - Elgeyo-

Marakwet County;
c) Kirinyaga Water and Sanitation Company Limited - Kirinyaga County;
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d) Malindi Water and Sewerage Company Limited - Kilifi County;

e) Mandera Water and Sewerage Company Limited - Mandera County;

f) Migori Water and Sanitation Company Limited - Migori County;

g) Mombasa Water and Sanitation Company Limited - Mombasa County;

h) Nanyuki Water and Sanitation Company Limited - Laikipia County; and

i) Nithi Water and Sanitation Company Limited - Tharaka Nithi County.

3. Repo( of the Select Committee on County Public Investments and Special

Funds on the consideration of the Audit Reports of the following county

water service providers for the Financial Year 2020/2021 (1't July, 2020 to

30th June, 2021), having been proposed and seconded by Sen. Pau[ Karungo

Thangwa, MP and Sen. Wiltiam Kipkemoi Kisang, MP -
a) Busia Water and Sewerage Services Company Limited - Busia County;

b) Iten-Tambach Water and Sewerage Company Limited - Elgeyo-

Marakwet County;

c) Kirinyaga Water and Sanitation Company Limited - Kirinyaga County;

d) Malindi Water and Sewerage Company Limited - Kilifi County;

e) Mandera Water and Sewerage Company Limited - Mandera County;

f) Migori Water and Sanitation Company Limited - Migori County;

g) Mombasa Water and Sanitation Company Limited - Mombasa County;

h) Nanyuki Water and Sanitation Company Limited - Laikipia County; and

i) Nithi Water and Sanitation Company Limited - Tharaka Nithi County.

MIN. NO. SEN/CPICSF/I03612024 ANY OTHER BUSINESS

The Chairperson informed members that the Committee was finalizing interrogation of
Reports of the Auditor-General on the financial statements of funds established in

counties and that it woutd soon embark on interrogation of audited reports of other

entities in counties such as -

a) County Corporations;
b) Level 4 and 5 Hospitals; and

c) Conditional Glants administered as Funds.

The secretariate was tasked to tiaise with the Office of the Auditor General to establish

and generate for its consideration, a list ol-

i).conditional grants that are administered as funds in counties;
ii).level 4 and 5 hospitals in counties; and

iii). corporations in Counties.

a

I
a

I

198 lPage



i
r
,r

t

I

The Committee ooted that there was slow implementation of its numerous interim
reco4mendations that are given out to counties during its meetings. The secretariate
was tasked to develop a tracker on the implementation of the interim reco--endations
and to regularly updatc the Committce on the same.

MIN. NO. SEN/CPICSF/10B7N024 DATE OF llE)il
AWOURNMEIIT

MEETING &

The Chairperson adjoumed the meeting at two minutes past noon The next mecting
would bc held on Tuesday, 30d\ Apfl, 2024 at I l:00 am.

29t4D024
SIGDIED DATE

(CHAIRPERSON: SEN.GODFREY ATIENO OSOTSI, MP.)
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