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DEFTN I,' 1()N oI. TI]RIVIS

l. Unquelified opii:,r,.r: !irs rel.'rs to a clean opinron which is the most desirable in which

,hc auditor :itates that the fina;rcial condition, p()sition, and operations of an organization

;rr.: ir:.:rlv irrcs€flrcti Irt ile ilrt.rr lrlili statements in accordance with Generally Aucepfed

,\e cor,nting f'rinciples (( iAAP )

). ..)ualified opinion: 1. r., is ar ,rpinir, , cxprcsscd by ihe auditor if the financial sta[crnsnts

:)ozrr ti) :;ontain a rir:1ll clcr iation frorrt fiencraily Accepted Accounting P:rnciples

, . , \AP) hLrt are stherwrse fairly presented. [t is als, :cndered if the management ()f the

rrrganization limits the scope ol audit procedurcs'

j. ..\ a,.:rse r,.;rnion: This refers :t) rii opinion issucd when thcre are material exceptittns to

(icnc .:rliy ,\ccepted Accounting Prinoiples (GAAP) that aftect the financial statement$ as

a whllc and the audrtor indicates tha: the tlna: ral statements are not presented fairly-

4. I)isciaimer: This is an ,,pinion givcn by the auditor when there is a significant limitation

in thr: access to audit infbrmation and documentation and inadequate cooperation by the

orgar,izational management in the audit process.

5. Non-Revenue Water: Non-Revenue Water refers to the difference between the amo;r4t of

rvate,.put into the distribution system and the amount of water billed/unbilled 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 commercial

losscs due to metering anomalies and illegal connections'

6. Goirrg Concern: 'fhis is an.accounting principle used for a company that is financially

stable enough to meet its obligations and continue its business for the foreseeable flrture'

7. Accluntability - This refers to the assurance that an individual or a group will be held

resp,)nsible for their actions or inactions.



PREI,'ACE

Hon. Speaker,

Parliamcntary Committees are a creation of the Constitution through Article 124(l) of the

Constitution which empowers each House of Parliament to establish Committees anrl make

Standing Orders (SO) for the orderly conduct of its proceedings, including the proceec ings of

its Committees. The Select Committee on County Public Investments and Special Funds is

established pursuant to Standing Order No. 194 of the Senate Standing Orders and is m;tndated

to-

a) Pursuant to Article 96(3) of the Constitution, to cxercise oversight over rlational

revenue allocated to the county governments; and

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

c) examine the reports, if any, of the Auditor-General on the county public inve:itments;

and

d) To exercise oversight over county public investments.
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C OMIVIITTE, E ME M B SI.IRSIIIP

Hon. Speaker,

The membership of the Committee comprises of the following Senators-

l. Sen. Godfrey Atieno Osotsi, MP - Chairperson

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

3. Sen. William Kipkemoi Kisang, MP

4. Sen. Paul Karungo Thangwa, MP

5. Sen. Miraj Abdillahi Abdulrahman, MP

6. Sen Eddy Gicheru Oketch, MP

7. Sen. Hamida Kibwana Ali, MP

8. Sen. Maureen Tabitha Mutinda, MP

COMMITTEE SECRE'TARIAT

l. Mr. Yussuf Shimoy

2. Mr. David Angwcnyi

3. Mr. Erick Njogu

4. Mr. Godfrey Nyaga

5. Mr. Kennedy Owuoth

6. Mr. Andrew Nyairo

7. Ms. Lucy Radoli

8. NIr. Joseph Tiyan

9. Ms. Raisa Mwithi

10. Mr. Matano Kataa

I l. Mr. Josphat Ng'cnoh
'12. Ms. Winfred Ocholla

13. Mr. Patrick Ngenoh

14. Mr. Josphat Ng'enoh

15. Mr. John Pere

- Clerk Assistant I

- Clerk Assistant I

- Clerk Assistant III

- Clerk Assistant III

- Fiscal Analyst

- Legal counsel

- Legal counsel

- Research Officer

- Research Officer III

- Research Officer III

- Media Relations officer.

- Audio officer

- Procurement officer

- Media Relations Offic,:r

- Serjent-at-arms
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Hon. Speaker,

The Committee was first constituted on Igth October, 2022 pursuant to Standing Order }lo. 194

of the Scnate Standing Orders. The County Public Investments and Special Funds Conrmittee

(CPISFC) was split from the broad County Public Accounts and Investments Conrmittee

(CPAIC) in the 12th Parliament for the purposc of clearing audit backlog and to conside r many

audit thematic areas which had not been subjected to Parliamentary scrutiny since the inoeption

ofdevolution in the year 201 3.

Hon. Speaker,

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

committees through which the Senate under the provisions of Article 96(3) of the Conititution

conducts ex-post scrutiny on Public Investments and Special Funds in Counties.

TlPage

ESTABLISHMENT OF THE COMMITTE,E



I.],XECUTIVE SUMMARY

In the execution of its mandate, the Committee relied on the reports of the Auditor-General on

audited Accounts of the water companies for the Financial year 202012021 (l't July, 11020 to

30th June, 2021) as the primary documents for the investigations. The Committee inv ted the

Govemors as the Chief Executive Officers of their respective County Govemments pursuant

to Article 179(4) as witnesses to respond to the audit queries raised in the report; under

consideration.

The Committee received both written and oral evidences from the Governors in respon:;e to the

various audit queries raised by the Auditor-General in the reports under considenrtion on

various dates. The Committee considered and concluded its inquiry onto the reporls of the

Auditor-General on the Financial Opcrations of the water companies for the Financial Year

2020/2021.

This report documents thc observations and recommendations of the Committee on errch

audit query as raised by the Auditor-General.

THE PREFACE DETAILS the place of Committees in the Constitution, Committee

establishment and mandate, Committee membership and formation, the niche of the Committee

in dre Senate, the executive summary, kcy observations and recommendations and

acknowledgement.

CIIAPTER ONE highlights the audit queries raised in the report of the Auditor-Gr:neral for

Amatsi Water Services Company Limited for the Financial Year 2020/21 and observations and

recommendations of the Committee on each audit query.

CIIAPTER TWO highlights the audit queries raiscd in the report of the Auditor-C::neral for

Bomet Water Company Limited for the Financial Year 2o20l2l and observa.ions and

recommendations of the Committee on each audit query.

CHAPTER THREE highlights the audit queries raised in the report of the Auditc.r-Gcneral

for Gusii Water and Sanitation Company Limited for the Financial Year 201'.0121 and

observations and recommendations of the Committee on each audit query.
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CIIAPTER FOIIR highlights the audit queries raised in the report of the Auditor-General for

Kisumu Water and Sanitation Company Limited for the Financial Year 2020/21 and

observations and recommendations of the Committee on each audit query.

CIIAPTER FIVE highlights the audit qucries raised in the report of the Auditor-General for

Kwale Water and Sewerage Company Limited for the FinancialYear 2020121 and obsenrations

and recommendations of the Committee on each audit query.

CIIAPTER SIX highlights the audit queries raised in the report of the Auditor-Genr:ral for

Nyeri Water and Sanitation Company Limited for the FinancialY ear 2020121 and observations

and recommendations of the Committee on each audit query.
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GENERAL OBSERVATIONS

1. Non-Revenue Water (NR\$ - the Committee observed that majoriry of Water

Companies had very high levels of Non-Revenue Water, way above the recomnrended

sector benchmark of 25%o as prescribed by the Water Services Regulatory Board

(WASREB). This was mostly attributed to dilapidated infrastructure (physical losses)

and inaccurate meter reading and billing, and illegal connections (commercial osses).

Some companies such Kwale Water and Sanitation Company Limited and Bomet

Water Company Limited had levels of Non-Revenue Water as high as 62%o anC 69.7o/o

respectively in the FinancialYear 2020121.

2. Bookkeeping, Preparation & Accuracy of the Financial Statement.r - the

Committee observed that there were inaccuracies and errors in regards to the

preparation and presentation of financial statements in almost all Water Conrpanies.

Further, the Accountants,and the Managing Directors faced challenges in sul)mitting

supporting documents to the auditors on time contrary to Section 62 of the Public Audit

Act,2015 making the accountability and audit process difficult. The d::lays in

preparation of complete financial statements indicating lack of requisite com['etencies

and experiences in the water companies.

3. Compliance to Reporting Standards and Accuracy of the Financial Statcments -

the Committee observed that Accountants experienced challcnges in adaptirrg to the

Intemational Public Sector Accounting Standards (IPSAS) reporting fram,:work in

preparation of financial statements. The Committee also observed that the Pub ic Sector

Accounting Standards Board (PSASB) revicws the IPSAS Standards perio,iically to

take into account emerging issues and conform to best accounting practiccs. The

Committee found that some Water companies experienccd challenges in thc application

. of these standards while preparing linancial statements as evjdenced by the audit '

queries.

4. Ethnic Inclusivity -'l'he Committee observed that many water companies rVer€ rroll-

compliant with section 7 (1) and (2) of National Cohesion and lntegration ,{.ct, 2008

which provides that, "all public offices shall seek to represent the diversity of the people

of Kenya in employment of staff and that no public institution shall have more than one

third of its establishment from the same ethnic community" and Section 65(l) (c) of
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County Government Act,2012 which provides, "The need to ensure that at leasr 30%

of the vacant posts at entry level are filled by candidates who are not from the dorninant

ethnic community in the County". Some companies such as Amatsi Water Sr:rvices

Company Limited had up to 96%o of their staff originating from the same ethnic

community.

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 Exccutive

or development partners raising concems on their sustainability.

6. Non-remittance of statutory deductions - the Committee observed that varior,s water

companies have continuously failed to remit statutory deductions to various insl jtutions

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 Benefits Act, 1997, the Pension Act and the Income Tax Act, 1974 which

led to continued accrual of interest and penalties.

7. Budgetary Control and Performance - the Committee observed that a numbcr of

water companies had weaknesses in executing their budgets and did not adhere to the

approved budget ceilings set for programs, votes and sub-votes. Water Ccmpanies

either over-utilized or under-utilized the appropriated funds. ln some instano:s, funds

were re-allocated to items that were not budgeted for and without prior appror al by the

Board of Directors. In addition, water companies experienced high revenue :;hortfalls

and unrealistic budgets.

8. Non-transfer of asscts and liabilities the Cornmittec observed that m, rst water

companies had not fully transferred all assets and liabilities from the defunc' councils

and Regional Water Works Dcvelopment Agencics as is required by the \l'ater Act,

2016.\n this regard, such water companies did not reflect their correct financii.l position

within their books of account.

9. Breach of various provisions of the law - the Committee obscrved that thert: was non-

compliance with the provisions of the Public Financc Management Act,20l2, Pubtic

Audit Act, 201 5, Public Finance Management (County Government) ft6:gulations,
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2015, the Water Act, 2016, the Companies Act, 2015, the Income Tax Act (Cap.470),

1974, the Retirement Benefits Act, 1997, the Pensions Act, 1942, the County

Government Act, 2012, the Accountants Act, 2008 and Water Service Regu latory

Board (WASREB) guidelines.

10. Unclear ownership of assets - the Committee observed that most of the water

companies had disputes with regard to the ownership of the assets.

11. Cross County Water Companies - the Committee observed that there were water

companies jointly owned by two County Governments where there werc some conflicts

of ownership and management. For instancc Kisii and Nyamira Counties'

12. Lack of an updated fixed asset rcgister - the Committce observed tha water

companies had not updated their asset registers exposing assets ofthe water c('mpany

to risk of loss, waste and misuse. The Committee further noted that the }lational

Treasury issued a cirular no. 5/2020 of 25th February 2020 on the preparation ofasset

registers for entities in County Govemments.

I 3. Internal Controls - the Committee observed that most water companies lacked

Internal Control tools such as Risk Management Policies and Intemal Audit

Comm ittees.
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GENERAL RECOMMENDATIONS

The Committee recommends that-

1 The Board and the accounting oflicers of the water companies to put in place

comprehensive measures to mitigate Non-Revenue Water (physical and comlnercial

losses) including the application of Geographical lnformation System (G lS) for

receiving real-time data in the detection of bursts and leakages, installation ol smart

meters for accurate billing, replacement of the dilapidated infrastructure and

development of institutional anti-corruption policies and enforcement measures to

prevent illegal connections among other measures. In addition, the rnanagemen'. should

disclose the proportions of both the physicat and commercial losses in percetttage in

their reporting.

2, T\e Board and the accounting officer to ensure proper record keeping and pr<,vide all

thc supporing documents to the Auditor-General in accordance with section 9,l)(e) of

the Public Audit Act, 2015 during the time of audit and adhere to the Accounttmts Act,

2008, failure to which the committee shall invoke section 62 of the Public Audit Act,

2015.

3. The Board of Directors in consultation with the Public Sector Accounting Standards

Board conducts continuous capacity building on financial reporting stanclards for

finance officers in the water cornpanies and the management, to improve the quality of

reporting and enhance compliance. The board to ensure that the accountants have

requisite competcncy and experience in finanacial management as is requin:d by the

Accountants Act, 2008. In addition, the accounting officer to ensure compli;rnce with

the financial reporting template of the National Treasury. l'his will strengthen

maintenance of books of accounts, preparation of, financial statements, aJld timely

submission of the statements and documents to the Auditor-Ceneral by lhe water

Companies.

4. the Board and County Government to make delibcrate efforts to progressively comply

with section 7 (l) and (2) of the National Cohesion and Integration Act, 2008 and

Section 65(l) (e) of the County Governments Act,2012 on diversity, realizalion of the

one third rule on recruitment in public institutions and ethnic inclusivity. Lt addition,
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the Board and the County Governments to establish a diversity policy with the aim of

complying with the law. This will be reviewed in the subsequent audit.

5. The Board, Accounting Officers and the County Governments to put in place slrategic

and innovative measures for recovery and to boost the financial health of thr: water

companies for self-sustainab il ity. Additionally, they should review and regularize their

existing assets indicating the service provider agreements before transition fiom the

defunct councils and have updated assets registers that reflect the current financial

position, determine and ascertain their commercial viability as required by tht, Public

Sector Accounting Standards Board (PSASB). The Board should indicatt if the

financial support is a conditional grant or donation in their books of accourl and it

should not be a direct transfer from the County Executive. Further, the County

Governors through the County Executive Committee member for water should rnonitor

the financial operations of the water companies pursuant to section 184 of the Public

Finance Management Act, 2012.

6. 'lhe County Governments, the Board and the accounting officers shall ensure timely

remittance of statutory deductions to the relevant institutions to avoid the ar:crual of

interest and penalties that wilt further increase the companies' Iiabilitres. The

accounting officer should comply with the provisions of the Income Tax ,a.ct (Cap.

470), 1974, the Retirement Benefits Act, 1997, the Pensions Act, 1942. The Board

should provide a plan and commitment for the repayment of the outstanding statutory

deductions, failure to which the committee will recommend appropriate cnf:rcement

measures to be taken.

7. The Board and accounting officers should prepare realistic budgets and revenue

projections to prevent issues ofrevenue shortfalls which havc negative implirations on

the companies' service dclivery. In the process of preparing the budget, :he board

should consider the prcvious budgetary allocation and if the currcnt burlget is to

increase, it should be reasonable. In addition, the board should seek the necessary

approval by forwarding the budget estimates to thc County Executive (lommittee

member for water, who shall then Ibrward it to thc County Treasury as required by the

law. Further, the water companies should automate their billing systems.



8. The Council of Governors should engage the Ministry of Water, Sanitaticn and

Irrigation, the Water Services Regulatory Board (WASREB), the Regional Water

Works Development Agencies and the Inter-Governmental Relations Tet,hnical

Committee to settle the matter on the transfer of the assets and liabilities as requ red by

the Water Act, 201 6.

9. The Board and accounting officers of the water companies to comply with the r:levant

laws such as the Public Finance Management Acl,2012, the Public Audit Acl.20l5,

the Public Finance Management (County Government) Regulations, 2015, tht Water

Act,2016, the Accountants Act, 2008, the Companies Act, 2015, the Income Trx Act,

1974,the Employment Act,2007, the Pension Act, 1942, the Retirement Benelits Act,

1997 andthe Watcr Services Regulatory Board (WASREB) guidelines, failure tr which

penalties for non-compliance will be sanctioned.

10. The Governors should engage the Inter-Governmental Relations Technical Cotmittee

(IGRTC) and the relevant Regional Water Works Development Agencies to firsttrack

on the transfer of the assets and liabilities so that they reflect a true position of the

companies in their books of account.

I l. The County Governors of the Counties with cross-cutting water companies trr initiate

an amicable process of dealing with the matter of ownership of the water co:npanies.

As a long-term goal, the Governors should formulate a strategy for the establishment

of independent watcr companies for the respective Counties.

12. The Boards of Directors and the accounting officers should ensure the water companies

have updated fixed asset registers pursuant to section 136 (1) of the Publi< Finance

Management (County Government) Regulations, 2015 and in the tbrmat prescribed by

the National Treasury and submit the same to thc Office of the Auditor-General within

60 days from the adoption ofthis report.

ti. fne Boards of Directors and the accounting officcrs should ensure the water companies

put in place all internal control systems such as the Internal Audit Comrnittees as

provided under section 155 (5) of the Public Finance Management Act,2012, and Risk

Management Policies as provided under section 158 (1) of Public Finance Mtrnagement

(County Govemments) Regulations, 201 5 among others to guide the internal rperations

of the water companies.
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CI{AP'TER ONE

REPORT ON THE AUDITED FINANCIAL STATEMENTS FOR AMATSI W,\TER

SERVICES COMPANY LIMITED FORTHE FTNANCIAL YEAR2O2OI2OzI

The Governor of Vihiga County Executive, [Ion. Wilber K. Ottichilo, appeared belore the

Committee on Tuesday, l't March, 2023 to respond (under oath) to audit queries raiseJ in the

Report of the Auditor-General on Financial Statcments for Amatsi Water Services Company

Limited for the Financial Year 202012021 . He was accompanied by:

I

ii

iii

iv

Mr. Ayiego Ezekiel

Ms. Anne Desma

Dr. Robert Kati

Mr. Josephine Nyambasi

Mr. Edward Luvusi

-CS

- CECM Water and Envinrnment

- Chair - Amatsi

- BOD Amatsi

- Ag. Managing Director

The Auditor-General rendered a Quatified Opinion on the financial statements of Amaisi Water

Services Company Limited for the period under review.

1. Inaccuracies in Cost ofsales

The slatement of profit or loss and other comprehensive income and as disclosed in \otc 6(b)

to the financial statements reflects cost of sales amounting to Kshs 17,651,l3l. lowever,

analysis of this amount revcaled electricity expenditure amounting to Kshs. 29,54i.,898 was

not apportioned to separate the actual cost of power used in production and powe:' used for

administration purposes. Further, the electricity schedule provided for audit rellected an

amount of Kshs 28,,514,752 resulting to an unexplained variancc of 1,028,146.

In addition, expenditurc on compensation of staff who were directly involved in lrroduction

was not included in the computation of cost of sales. Irurther, the staffcost disclosed amounted

20 lPage
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to Kshs 23,541,494 while the analysis of the actual payroll reflects an amount ol Kshs

25,563,208 resulting to an explained variance of Kshs 2,,021,714.

Further, other costs relate to production such as water quality costs of Kshs 33,855 was ornitted

in computation of cost of sales. In addition, the closing stocks of Kshs 22,656 439 w:re not

supported by stock sheets completed as at 30th June 2021 .

In the circumstances, the accuracy and completeness of the cost of sales amount oi Kshs.

17,651,131 could not be confirmed.

Management Response:

On variancc of Ksh.1, 0211,,146

The schedule provided to the auditor at the timc of audit reflectcd Kshs 29,586,280 rnd not

Kshs 28,514,898 as indicated by the auditor hence the variance not accurate.

On omission of staff directly involved in production:

The omission was resolved by apportioning the cost to production and the right figure is Kshs

15,934,090.

On variance of Kshs 2,,021,714

The ofvariance of Ksh. 2,021-714 relating to staff cost was as a result of omission oftemporary

staff cost to the financial statements.

On the omission of water quality of Kshs. 33,855 on computation of cost of sales:

Management observed that there was an omission of Ksh.33, 855 and this was conected by

passing a journal entry.

Com mittcc Obscrvation :

The committee observcd that

The management provided alI supporting documents relating to the query, except Kshs

1,028,146 in regard to electricity expenditure.

Staffcosts were understated by Kshs 2,021,714

Committee Recom mendation
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The committec rccommends that:

ll.

The Accounting Officer ensures that supporting documents are availed to the

Auditor during audit as required under section 9(1)(e) Public Audit Act,2( 15.

The accounting officer to avail the rclevant documents, explaining the variance, to

the Office of the Auditor-General for verification within 60 days from the adrrption

of this report.

The accounting officer to makc a prior year adjustment in the financial stalement

to rectify the understated staff costs. Further, the Office of the Auditor-Gerreral to

review the implementation of this rccommendation and provide a report ,rn this

matter in the subsequent audit cycle.

The query be marked as unresolved.

t

lv

2. Unsupported Other Income

The statement of profit or loss and other comprehensive income and as disclosed in I.lote 8 to

the financial statements reflects other income amount of Kshs 36,421,291. Howe ver, the

supporting ledgers reflects an amount ofKshs 32,323,176 resulting to an unexplained variance

of Kshs 4,098,1 15. Further, the company received income from Water Service Tnrst Fund

(CLSG) who are its financiers. However, the signed Financing Agreement or contract in

support ofthis funding was not provided for audit.

In the circumstances, the accuracy, validity and completeness of other income amoJnting to

Kshs. 36,421,291 could not be confirmed.

Malagement Response:

'l'he management received Kshs 4,694,788. lrom wstf (dtf) in the year under revier,' and not

I1,00i,089 as earlier reported in the financial statements. the correct income for the year was

kshs30,l14,990 as tabulated below and not Kshs 36,421,291. journal entry.

The table below shows the amount received as other incomc

Source of income

2:l I P a g e
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Sourcc of income

wsTF (DTF PROJECT)

Wstf (clsg)

Inkind contribution WSTIi CHEMICALS

Total

2020.2021

24,45 t,052

96r,l s0

30,1I {,900

On non-provision of the financing agreement

During the audit the financing agreement was not provided, however the document is available

for further review.

'l'he Committee observed that

The management failed to undertake a prior year adjustment to correct the missatement

of other income of Kshs 4,098, I I 5.

The management failed to provide the Financing Agreement between the coml:rany and

Watcr Service Trust Fund (CLSG) during the audit period. However, the document has

since been provided.

Com mittee Recommendations:

'f he committcc recommends that:

ll.

The Accounting Oflicer ensures that supporting documents are avaik:d to the

Auditor during audit as required under scction 9(l)(e) Public Audit Act. 2015.

The accounting to undertake the prior ycar adjustment to cot rect the

misstatement of other income of Kshs 4,098,115.

The Office of the Auditor-General should review the implementation of this

recommendation and providc a report on this matter in the subsequent audit

cycle.

2.i lPage

II

4,69.,788

Committec Observation :
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lv The query be marked as unresolved

3. Inaccuracies in Property, plant and equipment

The statcment of financial position reflects property, plant and Equipment balance ol Kshs.

363,209.Thebalance excludes value for decentralized waste water treatment facilities in Mbale

and Kaimosi amounting to Kshs 9,624,973, unknown value of land where the wast(: water

treatment facilities and office occupy and value attached to water pipeline system. In arldition,

ownership documents in respect waste water treatment facilities land and other assets

transferred to the water provider were not provide for audit.

Further, the fixed asset register was not updated as it reflects assets balance of Kshs. :'69,209

while the supporting schedule showed a balance of Kshs. 494,911 resulting to unexplained

variance of Kshs 130,902.

In the circumstances, the accuracy and completeness ofproperty, Plant and Equipment balance

of Kshs. 369,209 could not be ascertained.

Management Response:

That figure of Ksh.9,624,972 relates to works in progress on decentralized treatment lacility

not recognized under plant property and equipment because this is works in progress ;rnd this

wilI be reported in the financial statements after a final inspection report and certifica:e of

works completion issued.

On ownership of land:

The company was allocated project land through a letter from the department of Wat,]r and

DepBrtment of land as attached.

On Unexplained variance of Kshs I30,902

The variance of Kshs 130,902 relates to depreciation charge to plant property and equipment

See the table below for further analysis.

Fixcd asset 20201202

2llPage



Kshs

494,tt1

( r 30,209)Less depreciation Charge

369.,209

Committee C)bservations:

The committee observed that

ll

The water company did not have an updated fixed asset register.

The company did not have the values of all the assets and liabilities inherited lrom the

defunct local authorities.

The management failed to provide ownership documents for the assets donated to the

company.

There was great incompetency within the company in regards to financial repcrting.lv

Committce Recom mcnd ations:

The Committec recommcnds that:

2!lPage

Balance as at lst luly 2020

Balance as at 30th June 2021

i. The Accounting Officer ensures that supporting documents are availe I to the

Auditor during audit as required under section 9(l)(e) Public Audit Act, 1015.

ii. The accounting oflicer of the water company should update the fixed assel register

under the format prescribed by the Public Sector Accounting Standarc s Board

(PSASB) and in accordance with section 136 (l) of the Public Finance

Managemcnt (County ()overnment) Regulations, 2015.

iii. The Govemor should engagc Thc Intcrgovernmcntal Relations 'l'echnical

Committce (IGRTC) to ensure that the process of transfer of all arsets and

liabilities is completed in a timely manner.

iv. The Office of the Auditor-General to undertake physical verification of all assets

of the water company within 60 days from thc adoption of this report.

v. The qucry be marked as unresolved.



4. Inaccuracies in Trade and Other Receivables

The statement of financial position and as disclosed in Notel2 to the financial statr:ments

reflects trade and other receivables balance of Kshs. 77,959,654. However, Management did

not provide policy on provision for bad and doubtful debt and an analysis of long outslanding

receivables for audit. In addition, note 12 to the financial statements reflects watr:r bills

collection amounting to Kshs.3l, 933, 153 while the bank statements showed an am.:unt of

Kshs 33,645,852 resulting to an unexplained difference of Kshs. 1,712,699.

Further, the receivable balance of Kshs.77, 959,654 differs with the customer listing sr:hedule

amount of Kshs 87,688,170 resulting to an unexplained difference of Kshs. 9,728,516.

In the circumstance, the accuracy and completeness oftrade other receivables balance of Kshs.

77,959,654, could not be confirmed.

Management Response:

The management did not provide a policy on provision for bad and doubtful debts dr.ring

the audit however, a debt management policy was developed and it is now available firr

further review.

The company also acquired billing software (Majisoft) with the capability of generating the

analysis of debtors.

On unexplained differences Kshs 1,712,699

On variance of kshs9,728,516 under trade and othcr receivables:

'fhe variance of Kshs 9,728,516 was brought by inefficiencies with the billing software

The difference was corrected through a reconciliation as shown in thc table below: the correct

figure for the closing balance is Kshs 87,688,170

TITADI.] AND oTHEI{ RBC}IIVABLES

2020t1l
2llPage

This was under cast in the financial statement and was corrected by passing a journal entry.

The correct figure was Kshs 33,645,852. (See annex 4 82021).



Balance brought forward

Credit sales

Less

Bank collection

Gross debtors as at 30th lune202l

Reconciling figure

KST S

67,378,0' ,5

42,5t4,7 .2

(3 1,933, 1: 3)

77 ,959,( 54

9,728,: t6

Balance as per the water flex 117,688,t 70

Committee Observations

The committee observed that the management did not provide a policy on provision for

bad and doubtful debt and an analysis of long outstanding receivables during the audit

process.

The reported Trade and other Receivables balance as at 30th June 2021 of Kshs

77,959,654 was understated by Kshs 9,728,516.

ll

ll

lu

Committec lLccom m e ntlations

The committce recommends that:

The Accounting Officer ensures that supporting documents are availe d to the

Auditor during audit as required under section 9(l)(e) Public Audit Act, 2015.

The accounting officer to submit the policy on provision for bad and doubtful

debt and an analysis of long outstanding trade receivables to the Office of the

Auditor-General within 60 days from thc adoption of this report.

The management to make the adjustment to rectify the variance of Kshs'),728,516

within the Trade and other receivables balance stated in the financial statement

of 202012021.
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5. Inaeuracies in Bank and cash balances

The statement of financial position reflects cash and bank balance of Kshs 5,029,251.

However, the Cooperative Bank account balance of Kshs. 2,208,186 differed with the

reconciled cashbook balance of Kshs. 2,921,776 resulting to unexplained variance c,f Kshs

713,s90.

In the circumstances, the accuracy and completeness of the bank balances of Kshs 5,029,251

could not be confirmed.

Management Response:

Reconciliation was done to correct anomaly. An extract of the cashbook and the reconr:iliation

statement has been provided for further review.

Committee Observation :

The committee observed that the cashbook has been updated to reflect the reported be lance of

Kshs. 2,208,1 86 to capture for payments that had not been posted to the cashbook at the time

of audit.

Committec Rccom mcnrl ations

The Office of the Auditor-General to review the implementation of the nbove

recommendation and provide a report on this matter in the subsequent audit

cyclc.

The query be marked as unresolved.

The accounting ensurcs strict compliance with thc provisions of Regulati rn 90 (l)

of the l'>FM (County Governments) Regulations, 2015 with respect to monthly

reconciliation of bank statements.

The mattcr bc marked as resolvcd.

Unsupported Trade and Other Payables

The statement of financial position and as disclosed in Note l8 to the financial statements

reflects trade and other payables balance of Kshs. 55,165,285. Included in this amount is Kshs

2ll I P a g e

The committee rccommends that:



2,219,878 in respect of unsupported legal case. Further, an amount of Kshs. 3,000,)00 in

respect of loan from LVNWSB was not supported by signed loan agreement, inv<,ice or

demand notes.

In the circumstances, the accuracy and completeness of trade and other payables frorr legal

case and loan LVNWSB amounting to 2,219,878 and Kshs. 3,000,000 respectively co.rld not

be confirmed.

Management Response:

'[he management has circularized to the Lake Victoria North water works development agency

to ascertain the existing of the loan facility fi'om there records.

Com m ittee Obse rvation :

The committee observed that the management did not provided the loan agreement sulrporting

thc Kshs 3,000,000 reportcd to be owed to the Lake Victoria North Water Works Deve opment

Agency to the committee lor verification.

Committee Recommendation :

The committec recommcnds that:

.

lll.

tv.

The Accounting Officer ensures that supporting documents are availe I to the

Auditor during the period of audit as required under section 9(l)(e) Public Audit

Act,20l5.

Thc accounting officer to submit the loan agreement supporting tne Kshs

3,000,000 rcported to be owed to the Lake Victoria North Water Works

Development Agency to the Office of the Auditor-General.

l'hc Auditor-Oencral to confirm receipt of thc loan agreement and submit the

same to committee in thc subscqucnt audit cycle.

The query be marked as unresolved.

6. Ioaccuracies in Customer Deposits

The statement of financial position and as disclosed in Note 18 reflects a balancc of Kshs

12,585,500 in respect of customer deposits. flowever, no analysis indicating the identities of
29 lPage
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the customers who made the deposits was provided for audit. Further, the deposits' bank

account as disclosed in Note I3 to the financial statements reflects a balance of Kshs. 1,6' 2,253

resulting to an unreconciled variance of Kshs. 10,973,247.

In the circumstances, the accuracy and completeness of the customer deposits balance of-Kshs

12,585,500 could not be confirmed.

Management Response:

The variance of Ksh 10,973,247 are the liabilities that were taken over from the defuncl Local

Authorities and the ministry of water and Irrigation, without full details of customers who made

the deposits.

To address on the identity of customers and variances in customer deposits,

Through a minute of the Board on23'd December 2022, AWASCO management hrs been

tasked to work with the county government department of water by forming an ad-hoc

committee to work on verification of water consumer's data in the area of jurisdicti;ln. The

findings will aid in reconciling the water consumer's data on the ground and the dala in thc

records.

Committee Observations:

ll

The committee observed that an analysis of customer deposits had not been ;:rovided

to support the reported balance ofKshs 12,585,500.

The difference of Kshs 10,973,247 between the reported balance and the funds held at

the bank had not been supported.

Committce Rccom m cnrl ation:

'f he committec recommends that:

The Accounting Officer ensures that supporting documents are avaikd to the

Auditor during thc period of audit as required under scction 9(l)(e) Public Audit

Act, 2015.

The management undertakes the necessary reconciliations ofthe customt r dcposit

records and submits evidcnce of the same to thc Office of the Auditor-Gt'neral for

verification within 60 days from the adoption of this report. The Offi ce of the
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7. Unsupportedlnventory

The statement of financial position and as disclosed in Note I I to the financial stat,:ments

reflects inventories amounting Kshs 22,656,439. Included in this amounts Kshs. 20,523,586 in

respect of water meters that was not supported with procurement documents.

In the circumstances, the accuracy and validity of the inventories balance of Kshs 20,523,586

could not be confirmed.

Management Response:

All items received from thc project were captured in the books adhering to the right pro< edures

In regards to Kshs20,523,586, the procurement documents are available for audit verilication

Committee Observation

The committe e obscrved that

Auditor-General should report on this matter to the Committee within the

subsequent audit cycle.

The query be marked as unresolved.

The management failed to provide the supporting procurement documents to the Office

of the Auditor-General during the audit period as is stipulated under section ii1 (4) of

the Public Audit Act.

'Ihe documents have since been provided to the satisfaction of the committe(' and the

Oflice of the Auditor-General.

Comm ittec llecommcndation :

lIl

lt

ll

8. Unsupported Transfer from the County Government

3lleage

'I'he committec rccommcnds that:

The Accounting Officer ensures that supporting documents are availtd to the

Auditor during the period of audit as rcquired under scction 9(l)(e) Public Audit

Act, 2015.

The matter be marked as rcsolved.

I.



The statement of profit or loss and other comprehensive income and as disclosed in Ncte 7 to

the financial statements reflects Kshs 21,011,350 in respect of transfers from the l.)ounty

Government. Included in this amount is Kshs 16,459,725 being amount received by the

Company as recurrent grants in form of payment of Kenya Power Bills for the month rrf July,

2020 to December,2020. However, audit of Kenya power bills for the month of Jul1,,2020

reflects &n amount of Kshs. 3,291,920 whereas the supporting schedules showed an amr;unt of

Kshs 3,248,548 resulting to unexplained variance of Kshs 43,372. In addition, payrnent of

Kenya Power bills was not supported with copies of payment vouchers and cheques ,rr bank

statements.

Further, the transfers fiom the County Government of Vihiga includes Kshs 4,551.625 in

respect of grants received inform of chemicals that was not supported with copies of rlelivery

notes.

In the circumstances, the accuracy and validity of transfers from the County Government of

Kshs.2l, 011,350 could not be confirmed.

Management Response:

The Kshs 43,372was an underpayment of the electricity bill in the month of Juty 2021

The committee observed that

lll

The management failed to provide the copies ofpayment vouchers and cheques or bank

statements to the Office of the Auditor-General during the audit period as is r.tipulated

under section 3l (4) of the Pubtic Audit Act.

The Company received Kshs 16,459,725 as recurrent grants in form of payment of

Kenya Power Bills for the month of July, 2020 to December, 2020.

'l-he documents have since been provided to the satisfaction of the committee.

The comnrittec recommcnds th at
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The invoiced bill was Kshs. 3,291,920 Amount paid was Kshs 3,248,548.

Com mittee Observation :

Com mittee Recommendation :



ll.

The Accountitrg Officer ensures that supporting documents are availed to the

Auditor during the period ofaudit as required under section 9(l)(e) Public Audit

Act,2015.

The matter be marked as resolved.

Key Audit Matters

Key audit matters are those matters that, in my professionaljudgement, are of most signillcance

in the audit of the financial statements. There are no key audit matters to report in tre year

under review.

Other Matter

1. Budget Performance and controls

The statement of comparison ofbudget and actual amounts reflects final receipts bucget and

actual amount on comparable basis of Ksh.117,213,305 and Ksh.97,827.,772 respcctively

resulting to a budget shortfall ofKsh.19,385,533 or l7o/o ofthe budget.

Similarly, the Company expended Ksh.88,379,244 against an approved buriget of

Ksh.lM,086,l54 resulting to under expenditure of Ksh.15,706, 810 or l5% of the buctget.

The underfunding and under- expenditure affected the planned activities and m ly have

impacted negatively on service delivery to the public.

Management Response:

On underfunding of Kshs 19,385,533 was because of low water sales that was becausc of an

outdated water billing system in the year under review, Covid l9 effects and Non-Re','enue

Water (NRW) that was at 30% which was above the recommended threshold of 25%o

On r,tnder- expenditure of Kshs. 15,706,810 was becausc of undcrfunding of the budget

during the year under review.

Dcvelopment and implementation of debt recovery policy

Procurement of a new billing system (Majisoft) that has improved efficiency

Forynation of debt recovery teams to implement Rapid Results Initiative (RRI)

3tlPage

The following are stratcgies put in place by management to improvc rovenue co lection:



Renewal of water tariffto address the effects of high costs of production

Com mittee Observation :

The Committee observed that the company failed to absorb l5% of its budget at the enrl of the

financial year which may have negatively impacted service delivery to the public.

'I'he committee recommends that

ll

lll

The accounting officer submits the budget of the Company to the 'l)ounty

Executive Committee Member responsible for water for approval and sub nission

to the County Treasury for subsequent approval of the budget estimates inr:luding

the compensation of employees in linc with Section 149 (2) CI) of the Public );'inancc

Management Act,2Ol2 and Regulation 205 of the Public Finance Managemcnt

(County Governments) Regulations, 201 5.

The accounting officer to adhere to Section 42(l) of the Public Finance

Management (County Government) Regulations, 2015 on exerting budgetary

control mcasurcs.

The Company institute proper and realistic budget planning and the Offi,:e of the

Auditor-General to conlirm the effectiveness of the mitigating measures put in

place by the Company and report in the subsequent audit cycle.

Basis for conclusion

1. Non -Revenue Water Management

Audit of Revenue during the year under review revealed that Amatsi Watcr Servicr: Co. t,td

produced 1,573,007 Cubic Meters of water out of which only 1,101,104.90 m3 was bilted to

customers. The balance of 471,902 m3 or 30o% of the total volume of water produced tcpresents

unaccounted for water or non- revenue water. This therefore means that in accordanc:: with the

Water Services Regulatory Board guidelines, Arnatsi Water Service Company Li:nited has

gonc over and above the maximum allowable limit by 5o/o leading to a loss of 78,6511.33 m3.

Mantgement Response:
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Committee Recommendation :



On Non-disclosure of measures to reduce the volume I\RW

During the year FY20l9/2020, the Non-Revenue Water (NRW) was 33.4%o and the cornpany

put intervention measures that reduced NRW to 30% in the FY202012021.

The High NRW was attributed to the old and dilapidated infrastructure that the compa:ly was

running which was not efficient to realize NRW below 25Yo Water Services Regulatorl Board

benchmark.

During the year under review the company had metering ratio being 69%o btt currerrtly the

metering ratio stand at 7lo/o and therefore the company seeks to realize l00o/o meterinl; by the

end ofthe year 2023.

The billing system was not accurate and efficient to process/produce real time NRW r:ports.

Measures undertaken to reduce NRW

Due lo challenges in water production and distribution, the Company through the County

Government of Vihiga and Lake Victoria North Water Works Development .{gency

(LVNWWDA) benefited from Vihiga Cluster Water Project whereby there is improvernent on

the water infrastructure and through this project, Non-Revenue Water (NRW) equipnrent was

handed over to the company to enhance the capacity of the NRW team in strategic nrduction

of non-revenue water below the acceptable lcvel of Water Services Regulator, Board

(WASREB) benchmark of below 25%.

The company has acquired a new billing system (MajiSoft) which is more efficient and able to

generate real time data.

Formation of active Non-revenue water management team and appointment of a su:stantive

Non-Revenue Water Officer whose main function is to lower and sustain the Non-revenue

water at low levels as recommended by Water Services Regulatory Board (W.{SR!B)

benchmark of below 25o2.

The Company developed a Non-Revenue Water Reduction Strategy to guide the cornpany on

straie!ic reduction of Non-Revenue Water.

The table below shows an analysis of non-revenue watcr for the last three years :rs per thc

completed audits

MouRcEoFtl
I lrN'FoRMArroN
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OAG report 201933;7020L9

OAG report 202033.40h2020

WASREB ImPact rePort 202130"h2021

Reduction of Non-Revenue Water

Committee Observations:

i.ThecommitteeobservedthattheNon-RevenueWaterofAmatsiWaterServices

Company Limited during the financial year 202012021 stood at 30Yo against the

allowable loss of 25olo as prescribed by Water Services Regulatory Board (WASREB)

Guidelines. This has been attributed to by physical losses such as leakages, hursts, and

overflows through the existing old and dilapidated water supply nehvork, and

commerciallossesduetometeringanomalies'andillegalconnections.

---. -----:--ii.--{he-managernenfof{he 
-water-cornpanylistedrneasuresto-address-the{m--Rewnue 

---

Waterlosses.ThesemeasuresincludetheestablishmentofaNon-RevenueWater

management team whose main purpose is to lower and sustain the Non-revenue water

at low levels as recommended by WASREB'

iii. This high level of Non-Revenue Water has largely conhibuted to the Company's

revenue shortfall as well as the material uncertainty relating to a going concem'
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Measures undertaken to reduce NRW

Due to the challenges in production and distribution, The Company through the County

Govemment of vihiga and LVNWWDA benefited from the vihiga cluster project u'hereby

they improved the infrastructure and provided leakage detective control devices whi:h were

handed over to the company to enhance leakage control and mitigation'

The company has acquired an improved billing system which gives more reliable and leal time

data.

Formation of active Non-revenue water management Team whose Main purpose is to lower

and sustain the Non-revenue water at low levels as recommended by WASREB'

Company developed A Non-Revenue Water reduction strategy to guide the con pany on



Co mmittc.e Recom men d atio ns :

The committee recommends that:

tl

The accounting officer should put into place comprehensive measures to rnitigate

the Non-Revenue Water. These measures include the installation of smar: meters

to ensure accurate billing, the replacement of the old water supply networlt as well

as the introduction of a Geographic Information Syslem (GIS) which will help the

company receive real-time data on leaks in pipes and monitor maintenan:e.

The Governor should collaborate with EACC to ensure that pre-emptive nreasures

are put into place to reducc the cases of theft and illegal connections.

The Auditor-General should review the implementation of the measurcs put in

place by the management to mitigate the mattcr and provide a repon on this

matter in the subsequent audit cycle.

l

2. Non - compliance with Law on Ethnic composition

Scrutiny of the Company staff compliment for the year under rcview revealed that one cthnic

group was at96Yo of the staff population which is contrary to the provisions of 33% r;tipulated

in the National Cohesion and integration Act.

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

Management Response:

The company inherited Personnel from the defunct local Authorities as they were, and recruited

locally before the promulgation of the constitution 201 0.

Currently the Company is ensuring inclusivity through placing advcrts in local daili':s and the

Company Website.

Committec Observations:

The Committee observed that 960/o of the staff population comprised of one ethnic lgoup thus

there was no ethnic diversity arnong the company employees.

llTlPage
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Committee Recom mendations:



The committee recommends that the County Executive should work progrr:ssively

towards attaining the requirement of the provisions of Section 65(l)(e) of County

Government Act on ethnic inclusivity.

3. Non - Compliance with the Law on Fiscal Responsibility - Wage Bill

The Statement of Profit or Loss and Other Comprehensive Income and as disclosed irr Note 7

to the financial statements reflects an expenditure of Kshs.23,541,494 on sal;rry cost

representing 55oZ of generated revenue of Kshs.42,5 l4 ,7 42. This is contrary to the prrrvisions

of Regulation 25(l) (a) and (b) of the Public Finance Management (County Gove:'nments)

Regulations, 2015.

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

Management Response:

The committee observcd that the company has not complied with the law rn fis,:al

responsibility as set out in regulation 25 ( I ) of the Public Financc Managemenl. County

Govemment Regulations 20 1 5.

Com mittee ILecom mendations:

'I'hc Committee recommends that

ll.

The Company to adhere with thc provisions of regulation 25(I) of tle Public

Finance management (County Governmcnt) Regulations, 2015, cstablirh a k:an

staff; and the Auditor-Gcneral to review, and report tluring the next aurlit cycle.

The matter be marked as unresolved.

4. Non - Compliancc with the Public Sector Accounting Standards Board Rcqrrircm(,nts
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The company inherited personnel from the defunct local Authorities with the wage bill as it

was.

Currently recruitment is on need basis and on contract basis.

Committee Observation:



The financial statements submitted for audit did not comply to the guidelines on prepa'ation of

the financial statements as per the reporting format prescribed by the Public Sector Act:ounting

Standards Board (PSASB) revised on 30s June 2021 . Review ofthe annual report reverled that

in that the statement of financial position was not signed by Managing Director, Not:s to the

financial statements were not aligned to the financial statements, the statement of Corrparistln

ofBudget and actual amounts did not reflect original budget, adjustments and final budget artd

the variance percentages in this statement were variance percentages in this statem lnt were

erroneously calculated using actual amount as the base year instead of final budget arnounts .

In the circumstance the presentation and disclosure of financial stateme nts did not conrply with

the prcscribed format.

Management Responsc:

The signed copies of financial statements are available for further Audit verification.

The presentation was done using the previous year template but the current year financial

statements have been presented in the correct format.

Com mittee Observation :

The committee observed that

lt

r,

The financial statemcnts submitted for audit did not comply to the guid:lines on

preparation of the financial statements as per the reporting format prescrib:d by the

Public Sector Accounting Standards Board (PSASB) revised on 3Oth June 20li I .

The management failed to provide copies of financial statements that were iigned by

the Managing Director to the Office of the Auditor-General during the periorl of audit.

However, the signed copies have since been availed.

The management has since rnitigated and complied with the applicable financial

reporting framework in-the preparation of the financial statements lor the year ended

June 3orh 2022.

Committee Rccom mendation :

Thc committee recommends that

i. The Accounting Officer ensures that supporting documents are availed to the

Auditor during audit as required under section 9(l)(c) Public Audit Act.20l5'
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ii. The matter bc marked as rcsolvcd.



l. Mr. Andrew Kimtai Sigei

2. Dr. Benard Tanui

3. Mr. I"redrick Ruto

- CECM Finance

- CECM Water and Environment

- Ag. MD BOMWASCO

The Bomet Water Company Limited is wholly owned by the Bomet County Govemtnent

The Auditor-General rendered aQualified opinion on the financial statements of Bon et Waler

Company Limited for the period under rcview.

i. The customer deposits were Kshs. 2,692,989 during the financial year under rer tew
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CHAPTER TWO

REPORT ON THE AT]DITED FINANCIAL STATEMENTS FOR BOMET \VATER

COMPANY LIMITED REPORT FOR THE FINANCIAL YEAR 2O2OIZO2I

The Governor of Bomet County Executive Hon. (Prof.) Ilillary Barchok appeared br:fore the

Committee on Tuesday 2l't March, 2023 to respond (under oath) to audit queries raisrd in the

Report of the Auditor-General on Financial Statement lor Bomet Water Company Lirnited fcr

the Financial Year 202012021 . The Governor was accompanied by-

l. Customer Deposits Account

The statement of financial position reflects trade and other payables totalling KsJrs.

125,244,572 which, as disclosed in Note 17 to the financial statements, include i:ustorner

deposits totalling Kshs. 2,692,989. However, the customer deposits bank account as a' 30 June,

2021 reflected a balance of Kshs. 67,272, resulting in an unexplained variance of Kshs.

2,6?5,717. Management explained that Kshs. 2,560,000 was borrowed from the deposits

account to linance salaries after approval by the Board olI)irectors.'lhus, out ofthe variance

totalling Kshs. 2,692,989, Kshs. 65,717 was not accounted for.

In the circumstances, the accuracy and completeness of the customer deposit balance totall:ng

Kshs. 2,692,989 could not bc confirmed.

Management Response:



ii. The variance noted of Kshs.2, 625,717 constitutes Kshs.2, 560,000 which was b:rrrowed

through approvals o1'the Board of Directors in meetings held on 21 May,202{ and 17

December, 2020 to finance payment of staff salaries.

iii. The variance of Kshs 65,717 relates to accumulations of bank charges and the sirme w;ts

expenscd in the financial statement during the periods when such charges arose.

Committee Observation

The Committee observed that the management did not provide supporting documert for tre

balance at the time of the audit. However, the documcnts were later provided to the auditc,rs

for verification.

Comm ittee Recom mendation :

The Committee recommends that-

lt.

The accounting oflicer to adhere to Regulations 53 (l) of the Public Financc

Managemcnt (County Governments) Regulations,20l5 which states th:rt exct:pt

as provided for in the Act and these Regulations an Accounting Officer of tn entity

may not authorize payment to be made out of funds earmarked for specific

activities for purposes othcr than thosc activities.

Thc Query be marked as resolved as verilied by the auditor.

2. Trade and Othe r Reccivables

'l-he statement of financial position rcflccts trade and other rcceivables totalling Kshs.

203,592,386 which include Kshs. 175,778,880 that had rcmained uncollected for tnore than

120 days as at 30 June,202l.

In the circumstance, the extent of rccoverability of the debt balance totalling Kshs. 203, 592,

386 could not be confirmed.

Management Response:
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i. The outstanding amount in regard to delayed payment by Kericho County for Bulk water

sales as at the close of the year was Kshs 30,600,201.

ii. The company has also procured 1000 smart water meters. This measure will en:;ure that

customers consume water that they have paid for and collection made in real tin,e.

iii. The Company has lirrther entered into an MOU between Kericho County giving clear

guidelines in terms of water supply and payments. The MOU with Kericho has been

availed for audit verification and a copy submitted to the Committee.

Committee Observations:

The Committee observed that management has not put in any measures to ensure th:rt all thc

debts it is owed are collected, recovered or accounted for implying inefficient debt c:rllection

system.

Committee Recommendations:

The Committee recommends that:

i) The Accounting Officers must at all times ensure that they provide rccurate

records and other supporting documents pursuant to Section 9 (l) (e) ofthe Public

Audit Act,2015.

ii) The Auditor-General should review the implementation of the measur*s put in

place by the management to mitigate the matter and provide a report on this query

in the subsequent audit cycle.

KEY AUDIT MATTERS

l. Unresolved Prior Year Audit Matters

The audit report for year ended 30 June, 2020 highlighted several issues in relat:on to the

financial statements, lawfulness and effectiveness in use of resources and effectiveness of

internal control, risk management and governance. Management has indicated in the report on

progrtss on following up on Auditors' recommendations appended to the financial statements

for the year under review that a few ofthe issues had been resolved as at June, 2021 . However,

no explanation has been provided for the delay in resolving most of audit issu,:s and no

tirne&amc has set for their resolution.
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The Directors are responsible for the other information. The other information compt:ses the

report of directors as required by the Companies Act, 2015, and the statement of directors'

responsibilities which are obtained prior to the date of this report, and the annual repott which

is expected to be made available after that date.

My opinion on the financial statements does not cover the other information and I do not

express any form of assurance or conclusion thereon.

Manageme nt Response

The management noted that some of the rccommendation raised during thc audit has been

implemented and some arc in progress of implementation and was rcflectcd in the Co'npany's

strategic plan 202 I -2026.

Comrnittee Observation :

The Committee observed that management did not provide satisfactory reasons for lhe delay

in resolving the issues.

Cornm ittee Recom mendations :

The committee recommends that-

The Committee recommends that:

i) Acounting officers designated for County government entitics to try to reliolve any

issues resulting from an audit that remain outstanding as required b5'Section

149(2XD of the Public Finance Management Act,2012

ii) The Auditor-Gcneral should review the implemcntation of the mcasures put in

. place by the management to mitigate the matter and provide a report on this query

in thc subsequent audit cycle.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC

RESOT]RCES

l. Failed Project
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Note 12 (a) to the financial statements on assets movement schedule reflects capital work in

progress balance totalling Kshs. 22, 582,197 which include Kshs. 18,724,875 incurred on

extension of water pipeline for Siongiroi-Chebuntyo Water Project co-funded with Water

Service Trust Fund (WSTF). The contract was to be executed in ninc (9) months, to 22 July,

2016 from the date the contract was signed on 23 October, 2015. However, review olrecords

revealed the following anomalities.

a. The project was completed in June, 2017, one year bchind schedule and a ccmpletion

certificate was issued. However, as of January, 2022, the project had rot been

commissioned five years after completion due to insufficient water from the source.

The anomaly suggested that no proper feasibility study was done before the pnrject was

initiated.

b. An audit inspection carried out on 6 January, 2022 revealed that the masler meter

chamber and washout chambcr stecl covers at Siongiroi had been vandalized and turned

into garbage disposal points. The master meter at Siongoroi had been removel and one

of the water kiosks at Chebuntyo had been taken over by a betting compz,ny under

unclear circumstances. The Company's (BOMWASCO) and WSTF brand colors had

been replaced with those of the betting company.

In the circumstances, no value for money was realized from the expenditure totalling Kshs. 18,

724,875 incurred on the project.

Manlgement Responsc:

i. The hydrological report for the proposed water source shows that there would be

sufficient water to supply the project arca. However, after the completion of thc project

the implementation of the project was hampcred by low water volumes from tle source.

ii. Initiative have becn made to rchabilitatc Sigor Water treatment plant to suppiy water to

Siongiroi- Chebunyo with the structures lunded by Watcr Sector'l'rust Fund. Tris project

is currently at 95%o complete. In addition, we have developed a direct line from the

existing old Sigor Water which will actualize the provision of Water to Chcbunyo as

planned.

iii. The hydrogeological report have been availed for audit verification as.
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IV Thc issue of Water Kiosk, The Company has reposed and rebranded, properly.abelled

with the required workings to its original state.

Committee Observation :

The Cornmittee observed that no value for money realized from the expenditure totaling Kshs

18,724,875 incurred on the project.

Committce Rccommcndation :

The committee recommends that-

i) within 60 days from the date the Governor appeared before the Com mi':tee,, the

Governor to provide a detailed list of all stalled water projccts within the counQ/,

indicated measures to be taken to complete them as well as their

operationalization.

ii) The Auditor-Gencral should rcview the implcmentation of the measures put in

place by the managcmcnt to mitigate the matter and provide a report on th is query

in the subscquent audit cycle.

2. Trade and Other Payables

The statement of financial position and as disclosed in Note l7 to the financial slatements

reflects trade and othcr payabtes balance of Kshs. 125,244,572. I{owever, the lbltowing

unsatisfactory mafters were noted.

2.1 Delay in settlemcnt of trade and other payables

Examination of records on trade and other payablcs indicated thc following anomalir:s

2.1.1 Long Outstanding PaYables

Trade and other payables records reflected records a sum of Kshs. 5,660,197 which had becn

outstanding for more than 90 days as at 30 Junc, 2021, contrary to Clause 5 of thc Company's

Revised Financial and Procedure Manual, 2016, which rcquires suppliers of goods ('r services

to be paid promptly for certified supplies. The delay in paymcnt of the debt was not :xplained.
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1'he Company took over community water projects of which some had orttstanding

electricity bills and hence increased the electricity costs. This is in additions t':, inflation

which alfected the cost of operation.

This has however been sorted out by the intervention from the County and enhanced

revenue collection. This has been done through successive payments for tht month of

August, october and December 2021 through paymcnt of Kshs l0M, 37lv and l5M

respectively. Currently our outstanding electricity bills is Kshs 6,538,903. Annex 5.

Management Response:

i. The long outstanding trade and other payabtes ofKshs 5,660,197 was caused by cash

flow challenges occasioned by Government directive on non-water disconnectiolt due to

outbreak ol Covid-l9. The Company has instituted robust strategies on l'evenue

collections which includes.

ii. Rehabilitation of Itare'freatment works which will ensure reduction in cost of eh:ctricity

and chemicals hence saving substantial amount which will be used to offset outstanding

payables. In addition to this, the ongoing Bomet-Mulot gravity watcr line will reduce on

production costs as well as increasing rcvenue.

iii. The management has so f'ar rcduced on this payable and is committed to s:ttle the

outstanding debts once the company is back to its stable financial position. ,\nnex 2

(Bulk water sale agreement, Bomet -Mulot progress reports and payment voucrers)

2.2High Unpaid ElectricitY Bills

Payables totalling Kshs. 43,444,904 were owed to Kenya Power and Lighting Compmy as at

30 June, 2021 . The balance de noted an increase of Kshs. 14,223,292 or 94%o from thc sum of

Kshs. 29,22l,612 reported at the end ofthe previous financial year. 1'he steep rise antl delayed

payment of the electricity bills was not explained'

The failure to pay to amounts owed to creditors in due time went against the provisi<rns of the

Company's Revised Financial and Procedure Manual, 2016 which requires suppliers of goods

or services to be paid promptly for authentic supplies.

Management Response
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Committec Observations:

The Committee observed that

II

Trade and other payables records reflected a sum ofKshs. 5,660,197 which had

been outstanding for more than 90 days as at 30 June, 2021, contrary to Clnuse

5 of the Company's Revised Financial and Procedural Manual, 2016, *hich

requires suppliers ofgoods or services to be paid promptly for certified supplies.

Management did not provide supporting document for the balance; and the

query remains unresolved.

Com mittee Rccommcndation :

3. Unremitted Payroll I)ed uctions

In the circumstances, Management brcached the law and interests and penalties rnay he charged

for failure to remit statutory deductions on due dates.
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The committee recommends that-

i. Thc Accounting Officer ensures that supporting documents are availed to the

Auditor during audit as required under section 9(1)(e) Public Audit Act, ll0l5, the

provisions of Section 149 and 184 of the Public Financc Act to be adhererl to.

ii. The Auditor-General should review the implementation of the measur,ls put in

place by the management to mitigate the matter and provide a report on tltis query

in the subsequent audit cycle.

Examination of records on statutory deductions indicated that salaries dcductiont totalling

Kshs.38,459,515. Out of this balance Kshs. 30,820,439 related to deductions owed to

LAPTRUST for more than three years. 'l'his is contrary to Section l9 (4) of Employment Act,

2007, which requires an employer to pay the amount deducted in accordance witlr the time

period and other requirements specified in the law.





Management Response:

ll

During the year under review the company had un remitted payroll deduction ofKshs

38,459,515 as 30th June 2021. This was occasioned by the cash flow challenges faced

by the Company which was caused by default payment by our major custonlers that

include Kericho county which owed the company Kshs 30,600,201 as reflectoj in note

I 5 page 23 of the financial statement.

The company has put in place robust measures to enhancc revenue collect ons that

includes; Entering into an MOU with Kericho County to streamline water sunply and

payments for bulk water sales.

Further, the County Government of Bomet on behalf of Water Company has et:tered an

MOU with State Ministry of Water to address issue of Non-Revenue Water:,s part of

revenue enhancement measures. This witl boost revenue collections to se'vice the

outstanding payables.

The management has further embarked on implementation of gravity fed wate" systems

(e.g., Bomet-Mulot water line) which will cut down the cost of production; and the

savings will be used to service outstanding payables.

MOU with water stakeholders have been availed for audit verification arrd copies

submitted to the Committee.

l

tv

Committce Obscrvation

'fhe Committee observed that the management breached the law and interests and penalties

may be charged for failure to remit statutory deductions on due dates.

Committee llecom m en dation:

ll.

The accounting officcr to adherc to Section 22(2)(a) of thc Public Finance

Management (County Government) Regulations, 2015, which provide that the

accounting officer to comply with any tax, levy, duty, pension, commitntents and

audit commitments as may be provided by legislation.

The Committee rccommends that within three months of adoption of thts report,

the Accounting Officer to provide a detailed status report on the settlement of the

outstanding statutory deductions to the Senate and a copy to thc Office of the

Auditor-General for subsequent reporting.
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4. High Volume of Non-Revenue Water

The statement of profit or loss and other comprehensive income reflects sales totalling Kshs.

104,725,728 which include receipts totatling Kshs. 88,299,174 relating to water sales. The

Company produced 4,424.004 cubic meters of water out of which t ,338,543 cubic mete's billed

to customers, resulting to an unaccounted-fbr water volume of 3,085,461 cubic meters or 69.7Yo

of the totat production against the threshold of twenty-fivc (25%o) set in guidelines issued by

the Water Services Rcgulatory Board. The NRW resulted to a loss of Kshs. 89,648,0(19 at the

estimated sales rate of Kshs. 65 pcr cubic meter applied by the Company in the ye;tr under

review.

This is occasioned by the Low metering ratio and aging water infrastructures. The

company took over Six (6) community water projects with unmetered connectirlns. The

company endeavored to complete treatment works for these projects.

To address the above challenges, the Company initiated replacement of old and

dilapidated PVC pipelines with HDPE network in Bomet town Silent line-3km,

Sergutiet Line-5km and Boito raising main-4km in the FY 2020. These ate capital

intensive measures and the County Govemment through the Ministry of Wate- is in the

process of replacing other network taken over by the company by procuring m)re water

meters which has been factored in the current financial year budget 2022-202.1 and we

have procured 1000 smart water meters at a total cost of Kshs 19,934,650. Annex 6

ll

Com mittee Observation

Committee Recommcndation
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Management Response:

The committee observcd that the Non-Revenue Water of the company during the financial year

2OZODO2I stood at 69.7o/o against the allowable loss of 25% as prescribed by Water Services

Regulatory Board (WASRE,B) Guidelines.



The committee recommends that-

(i) The company should put into place comprehensive measures to mitiliate the

Non-Revenue Water such as installation of smart meters to ensure accurate

billing, the replacemcnt of the old water supply network as well as the

introduction of a Geographic Information System (GIS) which will help the

company receivc real-time data on leaks in pipes and monitor mainter,ancel

(ii) The Govcrnor should collaborate with EACC to ensure that prc-r:mptive

measures are put into place to reduce the cases oftheft and illegal connectionsl

and

(iii) The Auditor-General should review the implementation of the measures put

in place by the management to mitigate the matter and providc a report on this

query in the subsequent audit cyclc.

1'he Company approved staffestablishment provided for onc hundred and ninety-fve (195)

employees. However, thc Company had214 employees during the year under revievt and was

therefore overstaffed by nineteen ( l9) employees. No explanation was provided for tlie excess

staff.

In the circumstances, thc Managcment was in breach of the provisions of the appr<,ved staff

cstablished and may havc caused the Company to use its limited resources in an effective way.

Management Responsc

Bomwasco being a medium level Company as per the WASREB lmpact Report nunrber l3 ol

2021 page 39, it is required that a medium company shall have 7-l I staff for erery 1000

connections. This therefore implies the company is within the guidelines since the Company

has 21,000 Connections.

Comm ittcc Obscrvation :
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5. Over Staffing





The Committee observed that the Company's number of employees is within the WASREB

guidelines.

The cOmmittee recommends that the Query be marked as resolved as verifierl by the

auditor.

6. Lack of Ethnic Diversity in Staffing

As mentioned, the Company had214 staff members in the year under revicw out of whom two

hundred and twelve (212) or 99Yo were from the dominant community in the Country and only

two (2) or I o/o were from other communities.

Ma[agement Response:

Most of the staff were inherited from Tililbei water company and also Community projects. It

is for this fact that the number of genders remained the same. The Company is however aware

ofthe requirement and any position that arises will be handed over to the opposite gt:nder and

othqr communities.

Comnittee Observation:

Tho committee observed that the employee's composition contravenes Section 'r (l) and

Section 7 (2) of the National Cohesion and Integration Act which stipulates that.rll public

establishments shall seek to represent the diversity of the people of Kenya in the employment

ol staff and no public establishment shall have more than one third of its staff from one

comrnun ity.

Committcc Recom mendation :

l-he committee recommends that-

i) The Board and the Accounting Officer to make deliberate efforts to prollressively

comply with Section 65(l) (e) of the County Government Act,2012 on diversity of

staff composition.
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ii) The Auditor-General should review the implementation of the measureri put in

place by the management to mitigate the matter and provide a report on th s query

in the subsequent audit cycle.
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CIIAPTER TIIRE,E

REPORT ONTHE AUDITED FINAIICIAL STATEMENTS FORGUSU WATtr.RAND

SANITATION COMPANY LTD FOR TIIE FINANCIAL YEAR ENDED }OaOIXO2I.

'Ihe Govemor for Kisii County, Hon. Paul Simba Arati, appeared before the Committe:: on 29th

March,2023 to respond (under oath) to audit queries raised in the Report of the {uditor-

General on Financial Statement for Gusii Water and Sanitation Company I-td for the I'inancial

Year 201812019. He was accompanied by:

i. Mr. Kennedy O. Abircha - CECM Finance

ii. Ms. Lucy Wachina - MD Gwasco

iii. Dr. Otucho Junior Obure - Chief of Staff

iv. Mr. David Obure - Chair of the Board

v. Col. (Rtd) Moturi - Gwasco Board Member

vi. CPA Thaddeus Mogesi - Accountant

'lhe Company is wholly owned by the County governments of Kisii and the Nyamire by 68%

and 32Yo shares respectively under the water Act, 201 6.

The Auditor-General rendered a qualified audit opinion on the financial statements of Gusii

Water and Sanitation Company Limited for the Financial Year 201812019.

1. Inaccuracies in the Statement of Cash flows

The statement ofcash flows for the year ended 30th June, 2021 reflects cash generaied from

operations comparative amount of Kshs. 6,408,700 for 201912020 financial year whir:h differs

with conesponding figure of Kshs. 5,340,500 indicated in Note 26 to the financial stirtements.

'[he resulting diflerence ofKshs. 1,068,200 was not explained. In the circumstances the accuracy

of cash generated from/ (used in) operations comparative amount of Kshs. 6,408,700 .;ould not

bc confiimed.

Management Response

'I'he Accounting Officer submitted that management concurred with the auditor's observation that

cash generated from (used in) operations figure of Kshs. 5,340,500 differed with Kshs. ti,408,700

by Kshs. (1,068,200). This figure of Kshs 6,408,700 was erroneoLrsly transferred to the rtatement

of cash flows. A compensating error of Kshs 1,068,000 was committed in cash fl'iws from
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investing activities where expenditure for the purchase of Properry Plant and Equipment of Kshs

534,000 was treated a cash inflow.

Further, he stated that the management concurred with the auditor's observation that provision

for doubtful debts of Kshs 2,266,000 was also omitted both in the computation of cperating

profit/(loss) before working capital changes and also in adjustment for working capital changes

to anive at Net cash from/ (used in) operating activities. Despite all these errors, the rlet cash

from/ (used in) operating activities ofKshs (5,340,600) and cash and cash equivalent a. the end

of the year of Kshs 2,147 ,300 remained the same.

Committee observations

The Committee observed that:

Il.

Cash generated from operations comparative amount ofKshs. 6,408,700 for2lll9/2020

financial year which differs with corresponding figure of Kshs. 5,340,500.

The documents were later submitted to the Auditors.

The Committee recommends that:

The Accounting Officer should always ensure that the necessary supporting

documents and submitted to the Auditor-General pursuant to the provisions of

Section 9 (e) (l) of the Public Audit Act, 2015 and financial staten ents are

reconciled in compliance with provisions of Scction 68(2) of the PFM Acl 2012.

The Oflice of thc Auditor-General to review the errors in the financial sllttements

during the next audit cycle and report to the Committee.

2. Inaccuracies in the Statement of Comparison of Budget and Actual Amount

The statement of comparison of budget and actual amounts reflects personnel emoluments,

administrative expcnses and production costs actual amounts on comparable basis of Kshs

92,939,100, Kshs 31,212,900 and Kshs 64,347,700 respectively. However, schedules in

support ofthese amounts were not provided. Fu(her, the statcments reflect total actual revenue

of Kshs 215,573,200, while the statement of profit or loss and other comprehensivc income
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Committee recommendation





indicate a corresponding amount of Kshs 106,819,600, resulting in unexplaincd var ance of

Kshs 108,753,600.

In addition, the statement reflects total actual expenditure of Kshs 206,760,500 whic.r diflers

with total Expenses of Kshs 98,006,900 reported in the statement of profit or loss ard other

comprehensive income. 'l-he resultant variance of Kshs 108,753,600 was unexplainsl. In the

circumstances, the accuracy and completeness of the statemcnt of comparison of bu,lget and

actual amounts for the year under review could not be confirmed.

Management Response

The Accounting Officer submitted that management concurred with the auditor's obriervation

that schedules in support of personnel emoluments; administrative expenses and prcduction

costs actual of Kshs 92,939,100, Kshs 31,212,900 and Kshs 64,347,700 rcspectively were not

provided. However, these have since been provided.

Further he stated that the difference in total revenues of Kshs 108,753,600 betwt:en Kshs

215,573,200 in statement of Budget and actual amount and Kshs 106,819,600 irr income

statement as observed by the auditor relates to the cost of sales as a result of presentation

according to template used which are revised annually. The variance of Kshs 10E,753,600

between total actual expenditure of Kshs 206,7 60,500 in Statement of Comparison c,f Budget

and Actual Amount and total Expenses of Kshs 98,006,900 reported in the statement of profit

or loss and other comprehensive income is the cost of sales.

Committee observation

l-he Committee observed that supporting schedules lor pcrsonnel emoluments, administrative

exppnses and production costs actual amounts were not provided to the OIfice of the Auditor-

General; and the matter remains unresolved.

Committee recommendation

The Committee recommends that-

i. The Accounting Officer ensures that supporting documents are availed to the

Auditor during audit as required under section 9(f )(e) Public Audit Act,20l5.
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ll The accounting oflicer adheres to Section 68 (2) of the Public .t'inance

Management Act,2012 with regard to preparation and management of f nancial

and accounting records, Section 28 ofthe Accountants Act,2008 with rtgard to

the registration of accountants and Section 42(l) of the Public l.inance

Management (County Government) Regulations, 2015 on cxerting budgetary

control measures.

3. Share Capital

The statement of financial position reflects ordinary share capital of Kshs. 100,000 divided into

20,000 ordinary shares of Kshs.5 each as disclosed in Note l9 to the financial statenrents. As

reported in the previous year, the shares as per the Business Registration Service, thc t.)ffice of

the Attorney General and the Department of justice are still owned by the defunct Local

Authorities. Further, the shares had not been transferred to and paid for by the twtr County

Governments of Nyamira and Kisii as of 30 June,2021.ln the circumstances, the ov;nership,

accurrrcy and completeness ofthe issued capital ofKshs. 100,000 as at 30 June,2021 r:ould not

be confirmed.

Management Response

Whereas the management concurs with the auditor's observation that the company's shares are

erroneously captured. The correct breakdown of the shares of the company is as analyzed

belcvw.

Defunct [,ocal Authoritics Sharc

Municipal Council of Kisii l4l I

Gucha County Council 267

Suneka 'l'own Council 285

Nyamira County Council 249

sflPage

Gusii County Council 509





Nyamira Town Council 633

Keroka Town Council 423

Tabaka Town Council 299

Ogembo Town Council

Masimba Town Council 30s

Nyansiongo Town Council 3t4

Total

The above analysis indicates that the Company has 5,000 shares of Kshs 20 each whi.:h gives

the total share value of Kshs.100, 000. Even with the typo in the number of shares and .heir par

values, the total share capital remained unchanged. The management also concurred thirt sharcs

have not been transferred and paid for by the two County Govemments of Nyamira and Kisii

as expected.

Committee observation

The Committee observed that the shares are still owned by the defunct Local Author ties and

had not been transferred to and paid for by the two County Governments of Nyamira e nd Kisii

as of 30 June, 2021 . The query remains unresolved.

Committee recommendations

The Committcc recommends that within two months upon adoption of this re1 ort, the

Governor to have an engagcment with his countcrpart Governor of Nyamira Cou nty and

ensure the matter of shareholding is amicably resolved within the provisions of tre law.
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4. Irregular Payments of Directors" Emoluments

Included is amount ofKshs.6, 039,100 relating to directors' emoluments. The amount includes

payments in respects oftravelling and accommodation, transport and lunch allowances,rf Kshs.
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1,879,905, Kshs. 1,334,250 and Kshs.3 18, 010, respectively. Flowever, examinatior of the

payment vouchers relating to these payments revealed that they were not passed for payment

by accountant, verified by Internal Audit, approved by Finance Manager and autho ized by

Managing Director as required.

In the circumstances, the regularity of the expenditure of Kshs, 3,352,165 on D rectors'

emoluments could not be confirmed.

Management Rcsponse

The Accounting Officer submitted that the management regrets that there was an oversight on

payment in respect to travelling and accommodation, transport and lunch allowanc::s. This

anomaly has been corrccted.

Committee observation

The Committee observed that

Payment vouchers relating to these payments revealed that they were no. passed

for payment by accountant, verified by Internal Audit, approved by Finance

Manager and authorized by Managing Director as required.

The audit query remains unresolved.

Committee recommendation

The Committee recommends that

Ethics and Anti-Corruption Commission (EACC) expedites i nvesti;gations,

concludes the matter, and provide a status report to the Senate within three

months after adoption of this report.

Within three months of the adoption of this Report, the Governor takes

administrativc action against the management and any other officers irrvolved

in the irregular paymcnt of Director's emoluments.

Othcr Matters
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The Committee rccommends that-

2. Unrcsolvcd Prior Ycar matters
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I. Budgetary Control and Performance

The statement ofcomparative budget and actual amount reflects final receipts budget and actual

on comparative basis of Kshs,327,935,500 and Kshs.215,573,200 respectively resultitlg to an

under-funding of Kshs.l12,362,300 or 34o/o of the budget. Further, the Company spent

Kshs.206,760,500 against an approved budget of Kshs.327,935,500, resulting in ar under-

expenditure of Kshs. 121,1 75,000 or 3 I % of the budget.Based on the approved estimates, under

funding and expenditure affected the planned activities and may have impacted negat:vely on

service delivery on the public.

Manlgement Response

Gusii Water and Sanitation Company ltd anticipated to generate revenues from its sou'ces and

receive grants from the county governments amounting to Kshs. 257,935,500 anC Kshs.

70,000,000 respectively in thc financial year 2020-2021. However, the company billcd Kshs

153,408,600 and received a subsidy ofKshs 36,001,200 meant for electricity bills giving us a

total revenue of Kshs. 215,573,200. The underfunding was occasioned by challengt:s in the

billing system and Non- Revenue Water due to dilapidated pipe network.

Committee observation

The Committee observed that the Company registered an under-funding of Kshs. 112,|\62,300

or 34Yo ofthe budget and this is attributed to lack ofproper planning.

Committee recommendation

i. The accounting officcr to adhcre to Scction 42(l) of thc Public Finance

Management (County Government) Rcgulations, 2015 on cxcrting budgetary

, control measures.

ii. The Company institute proper and realistic budget planning and the Offi:e of the

Auditor-General to confirm the effectiveness of the mitigating measures put in

place by the Company and report in the subscquent audit cyclc.





In the audit report of the year, several issues were raised under the Report on Financial

Staternents and the Report on Lawfulness and Effectiveness in use of Public Resources.

However, the management has not resolved the issues or given any explanation for Inilure to

adhere to the provisions ofthe Public Sector Accounting Standards and Board templates.

Management Response

The Accounting officer submitted that the management has made strides to ensure cotnpliance

on the unresolved prior year matters.

Comrnittee observation

'lhe Committee observed that management had made progress to ensurc complian<,e on the

unresolved prior year matters.

Corumittee recommendation

The Committee recommends that Accounting officers designated for County government

entitics to try to resolve any issues resulting from an audit that remain outstanding as

required by Section 149(2XD of the Public Finance Management Act,,2012

Basis of conclusion

I. lrregular Procurement of Computer Software and Repairs Works

Note l0 to the financial statements reflects administration expenses amortnting to

Kshs.85,785,200. However, the following matters were noted:

i. The procurement process of the billing system was not initiated by the user

department as required under Section l5l(1) of the Public Procurement rnd Asset

Disposal Aot, 2015. While the software specifications/paramcters neetled at the

time of advertisement were not indicated.

ii. Includcd is an amount of Kshs. 778,300 spent on computer software. Examination

of the documents relating to procurement and subsequent paymenls for the

computer software revealed that payment of Kshs. 190,900 was m;tde to an

individual while upgrading the billing system on diverse date. However. payment

for upgrade was not provided for in the service contract.
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iii. [n addition, also included is amount of Kshs.41l,700 spent on repair of computers.

However, there were no communication from ICT Department requisitic'ning for

the repairs.

In the circumstances, management was in breach of law and the regularity of the exg'enditure

of Kshs.778,300 spent on the software and of Kshs. 411,700 incurred on the compuler repair

could not be confirmed.

The Accounting Officer submitted that this was occasioned by system failure during the billing

process in the month ofJune 2020. The crash was an exigency to the company and lrence the

system administrator was requested to address the issue urgently to avoid the compary losing

on resources and revenues and for efficient operation. This resulted to an upgrarle of the

software initially hosted on a local network server.

Committee obscrvation

'l'he Committee observed that

1l

The procurement process of the billing system was not initiated by the user

department as required under Section l5l(l) of the Public Procurement and Asset

Disposal Act,2015.

An amount o[ Kshs. 778,300 spent on computcr software;and the matte' remains

unresolved.

Committcc rccommendation

|l.

The accounting officer to adhere to procurcment regulations in accordance with

thc Public Procurement Act, 2015.

The Committee recommends that within three months upon adoption of this

report EACC to commence investigations on the matter with a view to rer:over any

money that might have been misappropriated and holding accountabl: persons

culpable; and a report on the same be submitted to Senate.

5l lPage

Managemcnt Response

l.



I



2. Non- remittance of Statutory Deductions

Note 23 to the financial statements reflects employee payables of Kshs.52,763,1(t0 which

includes an amount of Kshs. 15,012,325 relating to outstanding pension and providr:nt funds

deducted and remittances. Iiowever, the amount had not been remitted to the relevant pension

and provident bodies. This was contrary to Section 53a (l) of the Retirement Benefits ,\uthority

Act,2012 which requires the employer to remit the deductions within fifteen da';s of the

deduction.In the circumstances , Management was in breach of the Law.

Management Response

The management is committed to meeting its obligations on a timely basis. During the period

of audit Kshs. 15,012,325 had not been remitted as required. However, the management has

made efforts to ensure compliance in remittance in statutory deductions.Futther, the

Accounting Officer stated that payment vouchers for above analysis have been providcd'

Com m itee observation

The commitee observed that an amount of Kshs.15,012,325 relating to outstanding pension and

provident funds deducted and remittances remaincd unremitted.;and the querl remains

unresolved.

The Committee recommends that the Accounting Oflicer complies with statutory

deduction requirements, withhold or deduct; and remit all the stalutory deductions on

time to avoid possible fines and penalties accruing due to non-compliance an atcordance

with Section 22 (2) (a) of the Public Finance Management (County Gorcrnment)

Regulations, 2015 which provides that the accounting officer should comply witlr any tax-

lerry, duty, pcnsion, commitments and audit commitments as may be providr:d for by

legislqtion.

3. Long Outstanding Agency Accounts

The statement offinancial position reflects agency account balance of Kshs. 44,913,400 which,

as disclosed in Note 24 to the financial statements comprises Service Provision r\greement
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(ASPA) fee -Kshs.21,121,800, regulatory fee-Kshs. 20,559,000 and Water Abstraction fee -
Kshs. 3,232,600. However, review of the aging analysis in support of the agency account

balance revealed that creditors with a total amount of Kshs. 36,222,699 or 81Yo of the total

balance had been outstanding for the period between two(2) years and twelve(12) yr:ars as at

30 June,202l.ln the circumstances, the company may be sued for non payment by the service

providers and attract nugatory costs in form of legal expenses and interest on ou:standing

amounts.

Mangement Response

'Ihe management is committed to meeting its obligations on a timely basis. During tre period

of audit Kshs. 44,913,400 had not bcen remitted as required. However, the management has

made efforts to ensure compliance in remittance of its creditors.

Committec observation

The Committee observed that

Agency account had a balance of Kshs. 44,913,400

Creditors with a total amount of Kshs. 36,222,699 or 8l%o of the total balance had

been outstanding for the period between two(2) years and twelve( I 2); and the query

remains unresolved.

(i)

(ii)

Committee rccom menrlation

The Committee recommends that the Accounting Officer to strictly adhere o thc

binding/procu rement agreements with third parties to avoid additional costs ,n thc

form of fincs and penalties, and thc Auditor-General to revicw thc progrcss tn thc

outstanding remittances antl report in the next audit cyclc.

4. Non-Revenue Water (NR\Y)

'Ihe Company produces 3,899,123 cubic meters (M3) of water out of which 1,618,289 M3

were billed to customers. The balance of 2,280,834 M3 or approximatety 58% of tre volume

produced represents thc Non- Revenue Water (NRW), which is 1,303,053M3 or -1 lo% above
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the allowable loss of 25% prescribed by Water Service Regulatory Board Guidelints, 2010.

This resulted in loss of sales estimated at Kshs.74,179,750 at an average rate of Kshs.56.79

per cubic meter. This is an indication of lack of efficient and effectiveness in the us of public

resources.ln the circumstances, loss of Kshs.74,179,750 in form of NRW negatively irnpacted

on the Company's profitability and its long term sustainability.

Management Responsc

The Non- Revenue Water loss estimated at Kshs. 74,179,750 was occasioned by NonJ{evenuc

Water (NRW) arising from physical losses due to ditapidated existing water infrastrucrure and

comm€rcial losses from our billing system. However, the management as part of the strategies

to mitigate on high water Iosses has signed a memorandum of understanding with Lake Victoria

South Water Works Development Agency and Gusii Water and Sanitation Companl Ltd for

Last Mile Connectivity aimed at; expansion of distribution line, rehabilitation of dil rpidated

distribution lines and installation of billing software to monitor water production and sales and

established a dedicated Non-Revenue Water Unit.

Committee obscrvation

The Committee observcs that

(r, The Non- Revenue Water loss estimated at Kshs. 74,179,750

58% of the volume produced represents the Non- Revenue Water (NRW): and th€

query remains unresolved.

(ii)

Committee recom mcndatlon

The Committec recommends that the Accounting Officcr institutes correct ve and

mitigating measures to ensurc that Non-Revenuc Watcr is rcduced to allowabl: loss of

25'/o ts prescribed by Water Service Regulatory Board Guidelines such as the

rcplacement of old age dilapidated pipes, installation of smart meters and softv,are for

accurate billing and the application of Geographical Information System (GIS) to rcccivc

rcal-time information on bursts and leakages for immediate repairs.

Ilasis of Conclusion
65 Page





1. Lack of Human Resource Plans

The Company Limited operated without human resources plans in place. This was ccntrary to

Section 82 of the Kisii County Public Service Human Resource Policies and Procedure

Manual.

In the circumstances, Management was in breach of the requirements of the procedurc manual

Management Response

The Accounting Officer submitted that management concurred with the auditors observation

on human resource plans. However, the company is committed in ensuring that tte human

rcsource plans are in place.

Commitcc observation

The Committee observed that;

(i) The Company has a retirement and succession planning guidelines

(ii) GWASCO has Organization Structure

Committce rccom mendations

The Committee recommends that the Company should put in place all the required

procedure manuals, and thc auditor -Gcneral to report on the same dr ring the

subsequent audit cycle.

2. Lack of Approved Risk Managemcnt Policy

The Company Management had not put in place risk management policy, strategie!,, and risk

register to mitigate against risk. It was, therefore, not clear how the managemcnt manages risk

exposurcs,. Further, the Company operated without an information System Disaster Recovery

Plan and a Business Continuity Plan. Information Communication 'l'echnology (lCTt Function

had two officers but without defined roles. This is in contravention of Regulation 158(1)(a) and

(b) of the Public Finance Management (county Governments) Regulations,20 I 5 which

requires the the Accounting Officer to ensure that the county government entity del elops risk
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management strategies, which include fraud prevention mechanism; and the county

government entity develops a system of risk management and internal control tht.t robust

business operations. In the circumstances, Management was in breach of law and the o[,erations

may be affected by disruptions.

Mangement Response

The Accounting Officer submitted that management understands the necessity of asser;sing the

company's risk exposure and mitigation measures. During the time of audit, the management

was at the initial stages of risk management register development. llowever, the manitgement

has since developed the risk management policy framework (RMP) that is operationa .

Committee observation

The Committee observed that the Company did not a risk management policy

Committee recommendations

The Committee recommends that-

lt.

The Accounting officer to adherc to Scction 158 (l) (a) and (b) of th,: Public

Finance Management (County Government) Regulations, 2015 which ;irovides

that the accounting officer should ensure that the county Governmenrr Entity

develops risk managcment strategies which include fraud, prevention met hanism,

and the County Government Entity develops a system of risk manager ent and

internal control that builds robust business operations.

The query be marked as resolved.

3. Irfegular Access to Company's Data by Software Provider.

1'he Company Limited entered into an agreement with the Service Provider in resp<:t of the

bitling services through Majisoft systems. The agreement allowed the service provid,:r access

to the raw data and information belonging to the Company and its customers. Further the data

capture by the billing system was hosted by the Service Provider as the custodiar of such

information. The agreement allowed the Service Provider to utilize the same data to enhance

their business.
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In addition, some computers were using Windows 7 which was outdated and had been

discontinued by the service provider. The Company was using a pirated software calle<l ArcGis

for geographical mapping of their customers and the computers operated without an-itntivirus

software.ln the circumstances, the confidentiality, integrity and availability of the system and

information processed and stored service provider could not be guaranteed.

It is a requirement for the software providers to ensure data security and inlormation systems

for the organization. The service provider is only able to access the systcm on need basis and

when rrquested. They have no direct contact or control to the system. They are only on-boarded

to assist in case there are emergencies.

To note, the management has acquired a new system for billing from African Development

Bank last mile connectivity support. Further, the management has acquircd compute:'s which

are up to date and replaced computers using windows 7. The computers have been rnstalled

with antivirus software. Hence the confidentiality, integrity and availabiliry of the system and

information processed and stored is guaranteed going forward.

Committee Observation

The Committee observed that;

u

Service provider access the system on need basis without authority.

There is weak internal control system in the Company; and the query is unresolved

Committec Rccommendation

The .Committee recommends that thc Accounting Officer ensures that the o rmpany

strengthens its internal control and adhere to the Data Protection Act,20l8.

CIIAPTE,R FOUR
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RE,PORT ON THE AUDITED FINACIAL STATEMENTS FOR KISUMU WATER

AND SANITATION COMPAI.{Y FOR THE FINANCIAL YEAR 202012021

The Govemor for Kisumu County, H.E Prof. Peter Anyang Nyong'o, appeared beiore the

Committee on Tuesdey, 28'h February, 2023 to respond (under oath) to audit queries aised in

the report of the Audtor Gencral on financial statements for thc Kisumu Water and Sirnitation

Company for the financial year 2020/2021 .

l. Mr

2. Mr

3. Mr

4. Mr

5. Mr

George O. Okongo

Thomas Odongo

Wilson Abiero

Yanzar M. Agwa

Philip Odundo

- CECM Finance Economic Planning and ICT

- MD Kiwasco

- Co -Finance Economic Planning and I(.lT

- CECM

- Chief officer

The Kisumu Water and Sanitation Company is wholly owned by the County Goverrment of

Kisumu.

Basls for Qualified Opinion

1. Property, Plant and Equipment

The statement of financial position reflects property, plant and equipment balance of

Kshs.266,509,028 and which includes additions during the year of Kshs.26,849,851 as

disclced in note l0 to the financial statements. However, the asset register maintaitted

by the company wasnot up to date. It did not include identification number of the asset,

location of the asset, cost of each asset, depreciation rate, accumulated depreciatirln,

depreciation charge for the year and book value of the asset among others- In the

circumstance, the accuracy and completeness of properfy, plant and equipment balarce

of Kshs.266,509,028 could not be confirmed.

Mantgement Responsc:

An updated detaited asset register was provided as requested by the auditors, a copf is

hereby attached for your review and confirmation.

Colnmittee Observations
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The Committee observed that the management had not provided an updated register olt the

company's fixed assets at the time of audit.

Com mittee Recommendations

The Committec recommends that:

.

The accounting olficer should ensure that it has an updated the fixed asset register

under the format prescribed by the I'ublic Sector Accounting Standardri Board

(PSASB) and in accordance with Scction 149 of the Public I'inance

management Act, 2012 and section 136 (1) of the Public I inance

Management (County Government) Rcgulations' 2015.

Thc matter be marked as resolved.

DlPage

2. Provision for Bad Debts

Inctuded in the figure of administrative expenses ofKshs.158,955, 106 under note 26 to

the tinancial statements is bad debts provision of Kshs.48,98 6,667 owed by sevcn

hundred and forty- seven (747) customers. Thc decision to provide for bad debts raas

recommended by the finance committee vide Min 212210912021 dated ?-2

September202l . However, the management has not disclosed the basis for the provision

given that the majority are schools. It has also not been indicated for how long the derts

havc been outstanding and the measures taken to have the dcbts collected. In additi,in,

according to debtors' agc analysis report, the provision included Kshs.573,823.47 orled

by customers whose accounts were less than 180 days old and management did rot

provide customer statements and demand notices to confirm that reasonable steps had

been laken to recover each of the debts.

Management Response:

Most of the accounts provisioned were public schools that were under the defunct

Municipal council of Kisumu. The debts have remained uncollccted since the

inauguration of the new constitution and the current budgetary allocation to these

schoOls for bills (water) is not even sufficient to cover recurring bills. Despite sev,:ral

reminders, meetings, disconnections and outsource to external debt collectors, the
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schools are still not able to pay. The disconnections posed a health challenge durin4

COVID-19 Pandemic and it was passed that debts be written-off including and as at thr:

date Ofthe WO to enable schools get water and also avoid further loss of rcvenue. This

was the basis of the write-off and the Board of directors agreed with this basis he nce

approval videMin.2l22l09l202l dated22 September 2021.The minutes were presented

and oonfirmed by the Audit team and copy can be availed.

The Krhs.573 ,,823.47 with debts of less than I 80 days provided for write-off were as 1

result ofstanding charges and estimated bills on the disconnected accounts. These wete

due to challenges in the billing system and the only remedy was to write them olf

irrespective of the duration.

Committee Observations

The Committee observed that

\

ll

The company did not have a policy for bad debts and a clear framework frr aging

analysis. It was noted that Ksh. 48,986,667 was owed by seven hundred arrd forty-

seven (747) customers and Kshs.573,823.47 was owed by customers whose rccounts

were less than 180 days old and management did not provide customer staterrents and

demand notices to confirm that reasonable steps had been taken to recover ea:h of the

debts.

Customer statemcnts, demand notices and minutes for write-off for bad debts v;ere later

provided.
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The Committee recommcnds that:

i. The Accounting Officcr ensures that supporting documents are availed to

the Auditor during audit as required under section 9(l)(e) Public Audit Act,

2015.

ii. The company dcvelops a clear and standard policy on bad debts going

forward.

iii. The matter be markcd as resolved.

Committee Recommendations
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Key Audit Matters

Key audit matters are those matters that in my professional judgment, are of most

significance inthe audit of the financial statements. I have determined that there are tro

other key audit matters tocommunicate in my report.

Other Matter

REPORT ON LAWFTILNESS AND EFFECTIVENESS OF USE OF I'UBLIC

RESOI]RCES

Conclusion

Basis of Conclusion

l. Non-compliance with Public Sector Accounting Standards Board Requiremer ts

In the audit report of the previous year, several issues wcre raised. Howev::r,

management has not disclosed and resolved the issues or givcn satisfactory explanatirtn

for failure to adhere to the provisions ofthe Public Sector Accounting Standards Boirrd

(PSASB) template.

In the circumstances, the annual reports and financial statemcnts are not PSASB con pliant

Management response:

Management responded to all issues that were raised in the previous year as requi:ed

during the opening meeting with the auditors and the explanations were captured in tl,eir

own minutes. AIso,KIWASCO has continuatly relied on the PSASB templates in the

preparation and presentation of the flnancial statements and report. The new ;rnd

reviewed templates had not been shared with theManagement hence it was only sensible

to ds6 the previous template.

Committee Observations

The Committee observed that this query is rccurrent and the management has not pr;t in place

any measures to resolve it.

Committee Rccom mendations
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The Committee recommends that:

II

Aadministrative action is taken against the Management Director, Mr. Thomas

Odongo.

Thc accounting officer ensures that it adheres to the provisions of the Put'lic

Scctor Accounting Standards Board (PSASB) template in preparation of rnnual

reports and financial statemcnts.

The matter be marked as unrcsolved and will be checked in the subscque rt

audits to confirm compliance.

lIt

2. Register of Bank Accounts

It was noted during the audit that the company did not maintain a register of batk

accounts. This is contrary to section 87(3) of the Public Finance Management (county

government) Regulations 2015 which requires each public entity to maintain a regisler

of bank accounts. Although eight (8) accounts were disclosed in the financial

staternents, it has not been possible to confirm that those were the only accounts operat':d

by the company. The company was thercfore in breach of the law.

Management Response:

The bank register is contained in Note 3l on page 25 ofthe financial statements and rve

confinn that those are the only bank accounts maintained by the company. Bilrk

confirmation letters were provided by the different banks for audit confirmation. Ycur

office can write to the same banksfor confirmation. Copies of the bank confirmati rn

letters and a detailed register is hereby attachedin soft copy due to its size for ycur

rev iew.

Com mittee Observations

'l-he Committee observed that the management had not provided confirmation letters r:n the

bank accounts during the time of audit but were later provided and verified by the Ar.tdit

General.

Com mittee Recommendations

T3 lPage



a

The Committee recommends that:

i. The committee recommends that the company must adhere to Section 9 (l )

(e) of the Public Audit Act,2015 of the submission of requisitc documents lo

the auditor during the time of audit.

ii. The committee recommends that thc accounting officcr adhercs to th e

provisions of the Public Finance Management Acl, 2012 on financill

management and rePorting'

iii. The matter be marked as resolved.

3. Non-compliance with the Law on Staff Ethnic Composition

Review ofthe company payrotl revealed that out ofthe three hundred and twenty-sevr:n

(327) permanent employces, two hundred and seventy-six (27 6) or approximately 84t'/o

were from the dominant cthnic community. This is in contravention of section 7(1) &

(2) of the National cohesion and Integration Act 2008, which stipulates that all pub ic

establishments shall scek to represent the diversity of the people of Kenya in the

employment of staff and that no public establishment shall have more than one third 'rf

its staff from the same ethnic community.

In the circumstances, the management was therefore in contravention of the l-aw.

Management ResPonse:

The company is making progress in managing the ethnicity aspects of staff which stcod

at 92 in 201 9, 87Yo in2020 for the dominant ethnic community respectively to the curr::nt

84% 1IIl2O2l . When recruitmcnts are being conducted and over 90% of interviewees itre

from _the local dominant community then it goes without saying that there is a higher

probability that the person recruited wilt be from majority ethnic group. In addition,

recruitments are done based on competence and skills and not ethnicity. However, the

corirpany is progressively working on the above issues for future compliance.

Committee Observations

The Committee observed that the company had three hundred and twenty-sewn (327)

pennanent employees out of which two hundred and seventy-six (27 6) or approximately 84o/o
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were from the dominant ethnic community contrary to section 7(l) & (2) of the J'Jational

Cohesion and Integration Act 2008.

Committee Recommendations

The Committee recommends that:.

The board and the accounting officer makes deliberate efforts to

progressively comply with section 7(l) & (2) of thc National Cohcsion ar,d

Integration Act 2008, which provides that all public establishments shlrll

seek to represent the diversity of the people of Kenya in the employment of

staff and that no public cstablishment shall have more than one third of its

staff from the same ethnic community.

ll

4. Noncompliance with the Law on Non-Revenue Water

During the year under review, the Company produced 9,91 5,691 m3. However, a total of

6,842,992m3 was billed to customers resulting to Non-revenue water (NRW) of

3,072,699m3 or 31%o. The allowable NRW rate according to the Watcr Servir;es

Regulatory Board (wASREB) guideline is 25o% resulting to 6%o over and above the

altowable rate. Thereforc,the unallowable rate of 6%o rcpresenting 594,942m3 of waler

may have resulted to NRW loss estimates at Kshs. 17,848,244 at the rate of Kshs 30 N13.

In the circumstances, management was in breach of law-

Management Response:

NRW is a global water sector concern and challenge with Kenya currenlly avcraglng

45o,L. The pertbrmance on the same for the year undcr review ol 3l% is above lhe

industry rarget of 25Yo which is thc ideal target that companics are required to striv.r to

achieve. It is not a Law but an ideal standard as set by the regulator. KIWASCO has an

otd ditapidated water networks laid during the colonial times which continues to

contribute to the high NRW. The company is continuously rehabilitating its w;rter

netWOrks but limited by financial muscle, due to heavy investment needed to overtaul

old networks. KIWASCO is currently working with various partners to help in

containing NRW.
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The query be marked as unresolved.





The NRW action plan below presents all activities and tasks to be conducted to manage

and reduce NRW in line with the strategy:

a) Sensitize customers on their roles in leak detection and reporting

b) Conduct network pressure surveys to inform leak detection

c) Frequent meter servicing, testing and calibration-

d) Establishment of a reliable water balance at sub levels (DMAs) and re-

prioritizing NRWactions based on results.

e) Design and establishment of DMAs for sustainable NRW reduction and

management.

f) Estabtishment and implementing metering management.

g) Pressure management.

h) Leak Management.

i) Strengthcning the institutional capacity on NRW Reduction and Managenrent

Committec Observations

The Committee observed that:

i. The Non-Revenue Water was at 3l% which is above the allowable 25oZpres,;ribed by

the Water Resource Regulatory Board (WASREB) guidelines. 'l'he Non.Revenue

Water is attributed to old ditapidated infrastructure which was laid in the colcnial era.

ii. The company had demonstrated efforts by developing a strategy for mitigating Non-

Revenue Water. Some of the mitigating measures are customer sensitizatio:r on leak

detection and reporting, conducting network prcssure surveys, meter servic ing, Ieak

management and institutional capacity building.

Com mittee Recommendations

The Committee recommends that:

i. The accounting ofhcer puts in place a comprehensivc water

including the replacement of old age dilapidate infrastructure,

infrar;tructu rc

instal lation of
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smart meters for accurate billing and the application of Geographical Infot'mation

System (GIS) for the detection of bu rsts and leakagcs.

The OIIice of the Auditor-General to verify the eflicacy of the new infraslructurc

and report in the subsequent audit.

The Company to report on the causes of both physical and commercial loriscs and

also provide the figure for Non-Revenue Water in the subsequent audits.

The matter be marked as unresolved.
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CHAPTER FIVE

REPORT ON THE AUDITED FINANCIAL STATEMENTS FOR KWALE IYATER

AND SEWERAGE COMPANY I,IMITED FOR THE FINANCTAL YEAR 2O2O|2O2I

'lhe Govemor for Kwale County, H.E, Fatuma Mohamed Achani, appcarcd be lbre the

Committee on Tuesday, 28th March, 2023 lo respond (under oath) to audit querics rais::d in the

report of the Audtor General on flnancial statements for the Kwale Water and S,rnitation

Company Limited for the financial year 202012021. The Covernor was accompanied ry:

l. Ms

2. Mr

3. Mr

4. Mr

5. Mr

6. Mr

Sylvia Chidodo

Hemed R. Mwabuuzo

Bakari H. Sebe

William Jetu

Erick Parmet

Alex Onduko

- County Secretary

- CECM Water Services

- CECM Finance

- Finance Manager

- Managing Director

- CO Finance

The Kwale Water and Sanitation Company is wholly owned by the County Government of

Kwale.

The Auditor-General rendered a Qualified opinion on the financial statements of Kw;rle Water

and Sanitation Company Limited for the period under review.

l. Un-rcconciled Variancc in Cost of llulk Water

The statement of profit or loss and other comprehensive income rcflects sales amount of

Kshs.86, 902,063 which includes the cost of bulk water of Kshs.37, 276,860 as disclosed in

Note 7 to the financial statements. However, invoices from Coast Water Works Der elopment

Aggnpy indicated an amount otKshs.83, 061,540 in respect of the cost of bulk water. resulting

in a variance of Kshs.45, 784,680 which was not explained or reconciled.

TElPaee

ln the circumstances, the accuracy and completeness of bulk water costing Kshs. 37,276,860

could not be confirmed.

Management Rcsponse:





Further to these there art: five boreholes namely Borehole 4, 7, C, A and 9 ( ope'ated by

CWSB), which serve/ shared between Mombasa Water and Sanitation Company anI Kwale

Water and Sewerage Company at the ratio of water supply of 60yo - 40% but the w,rter bills

of these boreholes are charged 100% to Kwale Water by CWSB further.

In KWAWASCO's records, the 60:40 ratio is reflected in order to calculate thc corr:ct Non-

Revenue Water status for the company.

Invoices from Coast Watcr Works Development Agency indicate an amount of ksh.83, 06 I ,540

(this includes cost of bulk water and cost of elcctricity for Kwawasco rrperated

sources/boreholes). See attached CWDDA letters and SPA agreement.

Com mittee Observations

The Committee observed that the financial statements of comprehensive incomc refle;ted sales

amount of Kshs.86, 902,063 which included the cost of bulk water of Kshs.37, 276. .'lowever,

invoices from Coast Water Works Development Agency indicated an amount of Kshs.83,

061,540 in respect of the cost of bulk water, resulting in a variance of Kshs.45, 784,680 which

was not explained or reconciled.

Committcc Rccommcndations

The Committec recommcnds that:

i. The accounting officer makcs the ncccssary reconciliations on the financial

statements pursuant to the provisions of Section 68(2) of the PFM Act 2lll2.

DlPage

KWAWASCO has raised the matter with CWSB in writing concerning the un-rer:onciled

figures resulting fiom erroneous billing of 13 boreholes operated by KWAWASCO. ideally

these boreholes were to be operated by Coast Water Service Board as part of the Bulk Water

Supply as per the Service Provision Agreement (SPA).

Under the direct cost (note 7) of the financial statement, management reported cosl of bulk

Electricity bills for the financial year as ksh.43,354,650 (for Kwawasco operated

sources/boreholes) and cost of bulk water asksh.37,276,860 (as charged by CWTVDA for

Mzima pipeline/ off takes), making a total of ksh. 83,061,510.





Il. The Governor to engage the Coast Water Serviccs Board to settle the issue of the

paymcnt of the bulk water scrviccs.

The matter be marked as unresolved.

2.0 Lack of Receivables Ageing Analysis

'l'he statement offinancial position reflects trade and other receivables nct balance ofK shs.230,

942,074 and as disclosed in Note l7 to thc financial statcments. I{owever, ageing analysis of

the debts was not provided for audit verification.

In the circumstances, the accuracy and completeness of the trade and other receivable:r balance

of Kshs.230, 942,074 could not be confirmed.

Management Response:

Currently the company can produce ageing analysis for trade receivables up to 7 ycar:t. During

the Financial Year under audit, Kwawasco billing system could not produce ageing analysis

for hade receivable. Following correspondence with the vendor on l3th July 2022; tlre billing

system was upgraded and can now producc Ageing analysis.

Committee Obscrvations

The Committee observed that:

i. The company had not submitted the requisite documents on aging analysis po. icy to the

Auditor-General during the time of audit.

ii. The matter rcmaincd unresolved as the requisile documents have not yet been provided.

iii. 
- 

The company is taking steps to rcsolvc the matter

Committee Recommendations

Tho Committee recommends that:

i. The accounting officer provides all the requisite supporting document during thc

time of audit pursuant to the provisions of section 9 (e) (l) of the Public Audit Act,

I lt.
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2015 and develops an approved aging analysis policy which should be ver fied by

the Au d i to r-G en era l.

The matter be marked as unresolved.

3.0 Unsupported Trade Payables

The statement of financial position reflects trade and other payables balance of Kshs.3l3,

391,695 which as disclosed in Note 27 to the financial statements includes trade payables

balancc of Kshs.287, 078,991. The trade payablcs, further, includes a balance of Kshs'5,

982,991 owed to Water Services Regulatory Board (WASRIiB). However, this amgunt was

not supported by bills or a statement from the creditor. Furthcr, included in the trade rayables

balance is a balance of Kshs.37, 276,860 owed to Coast Water Works Development .A.gency.

However, records maintained by the Agency indicated the balancc owed by the Corrpany as

Kshs.695, 725,546, resulting in un-reconciled and unexplained variance ofKshs.658, 448,686.

In the circumstances, the accuracy and completeness of the trade and other payabletl balance

of Kshs.3l3, 391,695 could not be confirmed.

Management Response:

a) WASREB amount ksh.S,982,991;

WASREB as the regulator in water and sanitation sector is entitled lo 4o/o of the declared

company revenue from water sale every month. Kwawasco does not receive invoices/:rills from

WASREB but the WSP computes lhe 4Yo levy of the sales as per the law gazelle notice No:

t 2188.

b) Coast Water Works Development Agencies amount ksh.37, 276,860.

The accumulated amount included in the trade payables in favor of Coast Water Works

development Agency is not ksh.37, 276,860 as stated in the audit findings but nrther it is

ksh.2l7, 801,444. The ksh.37, 276,860 is a charge for the year under audit for Mlrima bulk

waler as reported in the financial statement under note no.27.

Hence the accuracy, completeness and vatidity of the trade payables balance of Ksh.287,

078,991 as at 30th June 2021 can be confirmed.
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Commlttee Observations

The Committee observed that the variance of Ksh. 287, 078,991 and trade and other payables

balance of Kshs.3l3, 391,695 which were unsupported.

Committee Recommendations

The Committee recommends that:

i. The Accounting officer should comply with the provisions of Section 9 (l ) (e) of

the Public Audit Act, 2015 on availing of documents to thc Auditor-l.leneral

during the time of audit and section 68 (20 Public Finance Management Act, 2012

on reconciliation of financial statemcnts.

ii. The mattcr be marked as resolved.

Management Response:

These were figures inherited from National Water Corporation without details for individual

customers thus making it difficult for Kwawasco to follow up/ collect this debt. The emount of

Ksh.36, 719,864 reported in the financial statcment was first introduced in the finarcial year

2OO7 D008.lt represcnted customcr third party balances at takeover.

Committee Observations

l-he Committee observed that:

i. There was a debt of Ksh. 36,719,864 inherited from the National Water C0rporation

without details forthe individual customers, making it difficult to follow up o:r the debt.

ii. The listing for the individual customers was not provided.
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4.0 Unsupported Capital Rescrve

The statement of financiat position reflects capital reserve balance of Kshs.36, 719,8('4 and as

disclosed under Note 20 to the financial statements. However, the Management did nol provide

evidence in support ofthe balance.

In the circumstances, the completeness and accuracy ofthe capital reservc balancc of Kshs.36,

719,864 could not be confirmed.
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Committee Recommendations

Thc Committee recommends that:

i. The Accounting Officer to undertake a detailed analysis of its long outsianding

trade receivables and with the Board's approval, rvrite off the irrecoverable debts

in line with thc section 130 (2) (d) of the Public l'inance Management (Counfy

Governments) Rcgulations' 2015.

ii. The matter be marked as unrcsolved.

5.0 Fallure to Disclose Material Uncertainfy Relating to Going Concern

'l'he statement of profit or loss and othcr comprehensive income reflects an operating loss after

tax of Kshs.15, 088,834 (2020: a loss of Kshs.27,397,471), resulting in accumulated deficit of

Kshs.129, 296,522 (2020: Kshs.l3 5,300,717). Further, the total current liabilities balance was

Kshs.346, 338,546 while total current assets balance was Kshs.271, 180,273, ret;ulting in

negative working capital of Kshs.75,158,273. This is an indication that the Compan', may not

be able to settle its obligation as and when they fall due.

These conditions indicate the existence of a material unccrtainty. Which may cast do rbt on the

Company's ability to continue as a going concern, and further implies that the Clrmpany's

existence is dependent on continued support from the County Government c I Kwale,

shareholders and creditors. Management did not disclose the material uncertainty related to

going concern or measures taken to mitigate this.

'l-he audit was conducted in accordance with International Standards of Supretne Audit

Institutions (ISSAIs). I am independent of the Kwale Water and Sewerage Compani'Limited

Management in accordance with ISSAI 130 on Code o[Ethics. I have fulfilled other ethical

responsibilities in accordancc with the ISSAI and in accordancc with other ethical req.rirements

applicable to performing audits of financial statements in Kenya. I believe that the audit

evidence I have obtained is sufficient and appropriate to provide a basis for my qualified

opinion.

Management Responsc
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Under going concern Kwawasco did not report on Going Concern in that year as this rvas not

provided in the reporting template. However this was noted and in the subsequent yetrr's i.e.

Financial Year2021l22 this was disclosed.

Comtrittee Observations

The Committee observed that:

i. The statement of profit or loss and other comprehensive income reflected an olrcrating

loss after tax of Kshs.l5, 088,834 (2020: a loss of Kshs.27, 397,471), resulting in

accumulated deficit of Kshs .129,296,522 (2020: Kshs.13 5,300,717). Further, lhe total

current liabilities balance was Kshs.346, 338,546 while total current assets balance was

Kshs.27l, l8O,273,resultinginnegativeworkingcapitalofKshs.75,l58,273.l'hiswas

an indication that the Company may not be able to settle its obligation as and wlten they

fall due.

ii. The query was recurrent.

Com mittee Rccom mcndations

The Committee recommends that:.

i. The Govcrnor through the county Executive committee member for water

ensurc thc monitoring financial performance of the company in line with Section

184 of the Public Financc Management Act'2012.

ii. Thc Board and the accounting Officer to put in place comprehensivc and lltrategic

measures for investment to boost the financial health of the company, and the

Auditor-Gcneral to revicw the efficacy of the strategy and report on such

measures to thc Committee in the next audit cycle'

iii. Company to review and regularize its existing asscts, to determine and trscertain

their valuc and commercial viability.

Key Audit Mattcrs

Key audit matters are those matters that, in my professionaljudgment, are of most significance

in the audit of the financial statements. There were no key audit matters to report in the year

under review.

Other Mattcr
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l. Budgetary Control and Performance

The slatement of comparison ofbudget and actual amounts reflects a final revenue budget and

actual on comparable basis of Kshs.220,096,878 and Kshs.214,229,959 respectively, rr:sulting

in a revenue shortfall of Kshs.S,866,919 or 2%o of the budget. Similarly, the statement reflects

final expenditure budget and actual on comparable basis of Kshs.212, 152,440 and Kr;hs.229,

318,793 respectively, resulting in an over expenditure absorption ofKshs.17, 166,35:! or 8%

of the budgeted amount.

Managemcnt Response:

The reason as to why the Company did not achieve its targeted revenue was attrihuted to

frequent bursts and damages to main scrvice lines leading to loss of water. There rvas also

frequent electricity /power outages that affected the supply hours to the prime custonlers like

beach hotels and institutions.

Committee Observations

The Committee observed that:

i. The company had a revenue shortfall ofKsh. 5,866,919 due to unrealistic budgeting

and planning.

ii. The company had an over-expenditure absorption of Ksh.17,166,353 of the budgeted

amount.

Committee Recom mendations

The Committee recommends that:

II

The accounting officer should set realistic budgets and plans for rcvenue c,rllection

to avoid reven uc shortfalls.

The accounting officer to adhere to section a3 (2) of the Public F'inancc

Management (Oounty Govcrnment) Regulations,2015, which providei for the
execution ofapproved budgets bascd on the annual appropriation Iegislrrtion and

the approved annual cash flow plan with the exception of unforeriecn and

unavoidable spending dcalt with through contingencies fund of suppl:mentary
estimates, Section 3l (c) of the Public Finance Management (County Govcrnment)
Regulations, 2015, which provides that the budgct revenue and expenditure
appropriations shall be balanced and Section 42(l) of the Public Finance
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Management (County Government) Regulations, 2015 on exerting budgetary

control measures.

2.0 Unrcsolved Prior Year Matters

Prior year audit issues remained unre solved as at 30 June, 202 l. Managemcnt has not p:'ovided

reasons for the delay in resolving the prior year audit issues. Further, the unresolved pr or year

issues are not disclosed under the progress on follow up ofauditor's recommendations section

ofthe furancial statements as required by the Public Sector Accounting Standards Boa d.

Management Rcsponsc:

Certificate on the audited accounts had not been issued to Kwawasco by the office of .lruditor-

General for two years as the office had a change of guard from Dr. Edward Ouko to the current

Auditor-General.

Committee Observations

The Cornmittee observed that:

i. The company had outstanding unresolved matters for the financial years 20l8l2l) 19 and

2019/2020.

ii. The prior matters were adequately responded to and the issue was res(,lved in

202012021 as noted by the Auditor-Ceneral.

Committee Recommendations

The Committee recommcnds that-

i. The accounting officer engages the Oflice of thc Auditor General purt uant to
'section 

149 (2) (l) olthe Public Finance Management Act,2012 and Sec':ion 136

(1) of the Public l'inance Managcment (County Government) Regulations.20l5,to

resolrze the prior year matters.

ii. The matter be marked as resolved.
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REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PI.'BLIC

RXSOT'RCES;

Basis for Conclusion

l. Non-Revenue Water

The statemenl. of profit or loss and other comprehensive income reflects an amc,unt of

Kshs.l41, 692,825 in respect of revenue from water sales as disclosed in Note 6 to the fi rancial

statements. Documents provided for audit review indicated that the Company's total ;olume

of bulk watcr was 4,521,589 cubic meters (m3), out of which only 1,682,401 (38%) cubic

meters were billed to customers for Kshs.141,692,825. The balance of 2,839,188 (6201,) cubic

meters repres(:nts Non-Revenue Water G.IRW).'l'his is higher than 25Yo loss allowablr: by the

Water Servicr: Regulatory Board (WASREB) guidelines. The Non-Rcvenue Water m,ry have

resulted in total loss of 1,708,798 cubic meters valued at approximately Kshs.l43, ;180,792

based on an estimated distribution rate of Kshs.8 4.2 per cubic meter after allowing for the

allowable loss of 25% of the distributed water.

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

Manageme nt Response:

Kwawasco was able to reduce the NRW level from 62Yo at end of financial year 2021 to 57o/o

by Juty 2022, a reduction of 5o%. Kwawasco has managed to secure support from thc World

Bank (Water and Sanitation Development Project) who by extension contracted a consultant

with the aim to build thc institutional capacity of the company and specifically adrlress the

prevailing NRW.

The Company through WSDP is investing in customer identification survey and introduction

of a GIS( Geographical Information System) to address illegal connections and utrmetercd

connectlons

Kwawasco has also procured pipes and fittings to address physicat loss through timelv repairs/

response to repair burst. '[his is through WSDP Utility Turn around Framework (UT;:)

'[he Company operates an aged infrastructure mostly inherited lrom Coast Watr:r Works

Development agency and National Water Corporation which over the years have worr out thus

leading to fiequent burst and damage resulting to high water loss (physical loss).

Committee Observations
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'l'he Committee observed that:

i. The Nc,n-revenue Water stood at 57%o, which is very high against the 25oh all'twable

by the Water Services Regulatory Board (WASREB).

ii. The company had initiated some mitigation measures for Non-Revenue Water

including institutional capacity building, customer identification, introduc.ion of

Geographical Information System (GIS) and procurement of new pipes and fit:ings to

repair pipes that burst.

iii. The rrratter was still unresolved as the Non-Revenue Water remained abr:ve the

allowable 25%by the Water Services Regulatory Board (WASREB).

Commlttee Recommendations

The Committee rccommends that:

i. The accounting officer to put in place comprehensive mitigation measures to

reduce the Non-Revenue Water such as thc replacemcnt of old dilapidated

infrastructure to reduce physical losses, installation of smart meters for accurate

billing, development of appropriate strategy to prevent illegal connecti,tns and

application of Geographical Information system for the detection of bursts and

leakagcs and have measures verified by the Auditor-General on their eflicacy in

the subsequent audit.

ii. The (lovernor should collaborate with EACC for the development of inst,tutional

ant-corruption policy and to ensure that pre-emptive measures are put irrto place

to reriuce the cases of theft and illegal connections.

iii. The matter be marked as unresolved.

2.0 Non-renrittance of Statutory Deductions

The slatement of financial position reflects tax payable of Kshs.l 5, 789,234 which as disclosed

in Note 28 kr the financial statements relates to payroll liabilities and withholding tares. Thesc

include unremitted statutory deductions from Board Members' allowances, P.,\YE and

withholding tax.

In the circurnstances, Management was in breach of the law.
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Managerrent Response:

The issue of non -remittance of statutory deduction amounting to Kshs. 15,789,234 hal been

resolved as per the payment agreement entered with KRA where the company pa d the

principle amourlt in a period of 12 months. The management paid the principle amount in full,

lodged a reques;t on interest and penalties to be waived which is in thc process after whir;h the

company will b,e in a position to get a tax compliance certificate.

Previous the company was struggling financiatly and could not pay staff salaries ard the

statutory obligations.

Committee Observations

'lhe Committee observed that:

i. The management had entered in to an agreement with KRA which resolved the matter

of remittance of statutory deductions as confirmed by the Auditor-General, but bank

statements and receipts had not been provided for verification.

ii. The matter was resolved as the payments were later made and supporting documents

were later provided for verification to the Auditor-General.

Committee Recommendations

The Commitl.ee recommends that:

i. The Accounting Officer ensures that supporting documents are availed to the

Auditor during audit as required under section 9(l) (c) Public Audit Act, ll0l5.

ii. The :tccounting olficer adheres to Scction 22(2)(a) of the Public li'inance

Management (County Government) Regulations, 2015, which provide lhat the

accounting officcr to comply with any tax, levy, duty, pcnsion, commitments and

audit commitments as may be providcd by legislation.

3.0 Unauthorized Expenditure

'Ihe statement of comparison of budget and actual amounts reflects final expenditur'r budget

and actual on comparable basis of Kshs.212,152,,440 and Kshs.229,318,793 respcctively,

resulting in an over-expenditure of Kshs.17,166,353 or 8o/o of the budgeted amount.

Managemenl did not provide evidence ofthe Board's approval for the excess expend ture.
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In the circumstances, Management was in breach of the law

The audit was oonducted in accordance with ISSAI 4000. The standard requires that I crmply

with ethical requirements and plan and perform the audit to obtain assurance about whether the

activities, financial transactions and information reflected in the financial statements are in

compliance, in all material respects, with the authorities that govem them. I believe that the

audit evidence I have obtained is sufficient and appropriate to provide a basis f:rr my

conclusion.

Manafement -Response:

The management has provided evidence of Board approval for the excess expenditure

Committee 0bservations

The Comm itte,: observed that:

i. The company had failed to provide evidence ofBoard approval for over-expend ture of

Kshs.l'7,166,353.

ii. The evidence of Board approval for the excess expenditure was later provided-

iii. The matter was resolved as the minutes were provided satisfactorily for verificalion by

the Auditor-General.

Committee Recommendations

The Committee recommends that:

i. The accounting officer to adhere to section 43 (2) of the Public f inance

Management (County Government) Regulations, 2015, which provides lor the

execution of approved budgcts bascd on the annual appropriation lcgislation and

the approvcd annual cash flow plan with the exception of unforeser:n and

unavoidable spending dealt with through contingencies fund of supplen.cntary

estimates.

ii. The matter be marked as resolved.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK

MANAGEN{ENT AND GOVERNANCE

90 lPage
Basis for Conclusion
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Lack of ICT Controls and Policy Documents

Review ofthe ICT internal controls and general IT environment revealed lack of IT iitrategic

Committee, IT strategic plan, data back-up, tested emergency procedure and data 'ecovery

plan. Further, the ICT Section appears to be understaffed as it has only one staff member.

In the circumstances, the effectiveness of the ICT intemal controls could not be confi'med.

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. 'l-he standards

require that t plan and perform the audit to obtain assurance about whether processes and

systems of internal control, risk management and overall governance were operating

eflbctively, in all material respects. I believe that the audit evidence I have obtained is r,ufficient

and appropriate to provide a basis for my conclusion.

Management Response:

The management has institutcd the ICT department to be in line with the company's strategic

and business plan The ICT department currently is constituted by two staff. The IC'[ officer

drafted ICT manual which was approved by the board and currently thc ICT deparlrnent has

implemented all the ICT controls to safe guard the Company.

Committee Observations

The Committee observed that the Internal ICT infrastructure lacked a IT strategic committee,

IT strategic plan, data back-up, tested emergency proccdure, data rccovery plan and

understaffing with only one staff..

Comnr ittee Recom mendations

The Committee recommends that:

l. Thc management and the Accounting officcr to cnsure strict compliancc to the provisions

of scction 110 of the Public Financial Management (County Governments) Rrgulations,

2015 in regards to instituting of appropriatc acccss controls to nrinimizc b-eaches of
information confidentiality and ensure data integrity.
The matter bc marked as resolved.
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CIIAPTER SIX

REPORT ON THE AUDITED FINAIICIAL STATEMENTS FOR NYERI WATER

AND SANITATION COMPAI.IY LI]VTITED FOR THE FINANCIAL YEAR 2OiOI}O?I

l. The Gov,ornor of Nyeri County Executive Hon. Mutahi Kahiga Mwalimu Edward rrppeared

before the Committee on Wednesday 22nd Novembe r.,2022 to respond (under oathlto audit

queries raised in the Report of the Auditor-General on Irinancial Statcments for Nyr:ri Water

and Sanitation Company Limited_for the Financial Year 202012021 . He was acccmpanied

by,

i. Mr. Patrick M. Karinga - Chairman, NYEWASCO

ii. Ms. Keziah Nyambura - Manager, Legal NYEWASCO

iii. Mr. Robert Thuo - CECM Financc

iv. Ms. Mercy Gathogo - Snr. Oflicer Financc

v. Mr. Kimani Rucuiya - County Aftorney

2. The Nye:ri Water and Sanitation Company Limited-is wholly owned by the Nyet i County

Governrrent.

3. The Auditor-General rendered a Qualified opinion on the financial statements of Nyeri

Water and Sanitation Company Limited-for the period under review.

l. Lack of ownership documents and updated asset register

'l'tre statement of financial position reflects a balance of Kshs. 1,236,805,843 in 'espect of

propert),, plant and equipment balance as at 30 June,2021. However, the asset registcr was

not fully updated since some assets did not have asset numbers. Registration nllmbers of

five (5) motorcycles were missing, making it difficult to confirm their ownersltip status.

Further, motorcycle registration number KMEK 399N appeared three times in the asset

register.

In the circumstances, the accuracy and completeness of the propcrty, plant and tquipment

balance of Kshs. 1,236,805,843 could not be confirmed.

Management response

The Management acknowledged the errors on the asset register and the errors have since

been corrected. Attached here is the corrected version ofthe asset register and lolibooks for

the five (5) motorcycles that could not be traced during the audit. See table belo'ry,
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KMEC726D

KMECIT5U

KMEC686D

The company is in the process of carrying out an asset tagging and asset valuation excrcise to

Com mittec ()bservation :

The committee observed that

i. The rnanagement faited to provide an updated asset register as well as ownership

docurnents to the office of the Auditor-General during the audit period.

ii. The .Asset register provided contained errors such as duplication of motorcycle

registration numbers.

iii. The management acknowledged the errors has since submitted an updated assel register

and the ownership documents to the Office of the Auditor-General'

Committee recommendation:

The Comnrittee recommcnds that:

Logbook Number

I

2 L 380530 G

3 K 1800415 G

K 1800414 H4

5 K 1800418 D

Registration Number

n

llt

The Accounting officer ensures that supporting documents are availerl to the

Auditor during audit as required under scction 9(1)(c) Public Audit Act, i 015 and

ensures strict compliance with the provisions of Ilcgulation 136 of trc I'}FM

(county Governments) Regulations, 20I5 with respect to the register of asscts.

The office of thc Auditor-Gcneral to undertake physical verification of :tll assets

of thr: water company and report back to the committee in the subsequr:nt audit

cycle.

The matter be marked as resolved.
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ensure enhanced fixed asset management.





2. Unconlirmed provision for doubtful debts and aging analysis

The statement of financial position reflects net trade receivables balance of Kshs. 239,1l.47,174.

This was net of provision for doubtful debts of Kshs. 41,940,699 for the financial yelr under

review. However, the basis of provision for doubtfut debts of Kshs. 41,940,699 was not

disclosed in the financial statements or explained. Further, the aging analysis lor tre trade

receivables was not provided for audit verification.

In the circumstances, the accuracy of the trade receivables of Kshs. 239,047,17 4 coull not be

confirmed.

Managemenl. response

Ihe mmpany has acknowledged the omission of not stating the provisioning methodol:rgy. All

debts older than 3 years are fully provided for.

As of lune 3},2\22,the aging analysis of the gross trade receivables was as follows

Less than 30 days 39,265,563

20,643,399

Between 6l and 90 days 1 8,530,8 r I

14,931,442

Over 120 da1's 215,479,765
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The Company did not have a system that could provide a debtors aging analysis. This hru since

becn corrected through the implementation of an Enterprise Resource Planning (ERP) system

during the yezr 2021122. Hence the Company is now able to generate a debtors aging r::port as

evidenced in i'.021/22 financial statements as shown below: -

Committee Observation:

The Committee observed that:

Bctween 30 and 60 days

Between 9l and 120 days





i. The rranagement failed to provide the basis of provision for doubtful debts t'f Kshs'

| 41,940,699 and the aging analysis for the trade receivables for verification during the

audit period.

ii. The management acknowledged that the company did not have a system that could

provide a debtors aging analysis during the audit pcriod, however, the comprny has

since installed a new Enterprise Resource Planning (ERP) system which is capable of

perfonning a debtors aging analysis.

iii. The management attached the aging analysis of thc company's trade receivablet for the

financial year 201912020 within their submissions to the commitlee'

Comrrittee recommendation:

The Commitlee recommends that:

3. Unresolved prior-Year matters

Various prior 1,ear audit issues remained unresolvcd as at 30 June, 2021. Management has not

provided reasons for the delay in rcsolving the prior year audit issues. Further, some of the

unresolved pri,lr year issues are not disclosed under the progress on follow up of auditor's

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

Accounting Standards Board.

Manafernent response

9s It age

i. The A.ccounting Officer cnsures that supporting documents are availed to the

Auditor during audit as required under section 9(l)(e) Public Audit Act, 21115.

ii. The accounting officer to perform an aging analysis on the long outst.rnding

receivables and with the Board's approval, write offthe irrecoverable dcbts in line

with sr:ction 130 (2) of the PFM (County Governmcnt) Regulation, 2015'

iii. The accounting officer ensures implementation of the Entcrprise Resource

Planning (ERP) system and its use in performing periodic debtors aging analysis.

iv. The accounting officer of the water company revises the company's provis on for

bad debts to ensure that it is adequatc,

v. The query be marked as unresolved.





The Management is committed to resolving/addressing all matters raised in the OAG

certificates. At the close of each audit exercise, the Management has addressed all the issues

raised by the auditors through management letters as required. However, by the time of

preparation and submission of the financial reports for 2O2O|ZO21 on 3Oth September 2{)21, the

company had not received OAG Certificates for the previous two financial periods. This is

because there was a delay of certificates for 2019120 and 2020121 which were received on

various dates as indicated below; -

The Committee recommends that:

II

The Managing Director should ensure strict compliance to the format of fitrancial

reporting as prescribed by the Public Sector Accounting Standards Board

(PSASB).

The lVlanaging Director of Nyeri Water and Sanitation Company Limited,

designated for County government entities, shall resolve any issues resultin;; from

an audit that rcmain outstanding as requircd by Section 149(2)0) of the l'ublic

Finance Management Act., 2012.

4. Staff Ethnicity Diversity

Rcview of the staff records revealed that the Nycri Water and Sanitation Company Limitud had

a total of two trundred and twenty-eight (228) employees as at 30 June,202l. Howevt r, two

hundred and tvrenty-on e (221) or 96.9%o of the total employees comprised of staff frotn one

dominant ethnic community. This was contrary to scction 7 (1) and (2) ol the Nrrtional

96 lt age

. The Financial year 2018119 was received on 6th January 2022

. The Financial year 2019120 was received on l3th April 2022

o The Financial year 2020/21 was received on 18th August 2022

Committee Observation :

The Committe:e observed that thc management has not put in place any measures to rritigate

prior year issues and faited to capture the same on their financial statements as is rcqu ired by

the Public Sector Accounting Standards Board.

Committee recommendation :

t.





Cohesion and Integration Act,2008 which provides that: (1) All public establishments shall

seek to represent the diversity of the people of Kenya in the employment of staff; (2) N<, public

establishment shall have more than one third of its staff from the same ethnic community. In

the circumstarces, the Management was in breach of the law.

Management response

The Managentent has offered equal opportunity to all Kenyans through competitive process of

advertising fc,r vacancies nationally as evidenced in the job vacancies adverts. However, the

Company has noted very minimal participation by candidates from other regions.

Committee Observation :

The Committee obscrved thai22l (96.9%) of the total employces comprised of staff f 'om one

dominant ethnic community thus there was no ethnic diversity among the company emrloyees.

The committee recommends th at:

ll

Ill

The board and the managing director to work progressively towards attaining the

requirement of the provisions of Section 65(l)(e) of County Governmenl Act on

ethni,c inclusivity.

The Auditor-Gencral should review the implementation of the measurr s put in

placr: by the managcment to mitigate the matter and provide a report on this query

in the subsequcnt audit cycle.

The query be marked as unresolvcd.

5. Non-cornpliance with Onc Third Basic Salary Rulc

Review of the Company's payroll revealed that thirty-one (3 l) employees earned nr:t salaries

which were below one third of their basic salary. 1-his was contrary to Section l9 13) of the

Employment Act, 2007 which provides that the total amount of all deductions mitde by an

employer from the wagcs of his employee at any one time shall not exceed two thirrls of such

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

Management response

The Company has remained committed to compliance with the requirements of the l/3 basic

pay rule. A review of the staff payroll indicated that the root caise of the issuij was the
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downward relision (as indicated in the table below) ofthe tax rates in the year 2020'hrough

the govemment directive to cushion employed Kenyans against the adverse effectl of the

Covid-19 pandemic effects and the latter reinstatement of the tax rates in January 202hfter the

Covid-19 reliefs. This affected some staff as they had committed their salaries arrd were

compliant up until the said regulatory revisions were effected.'lhe subsequent reinstrtement

ofthe tax rates resultcd to an increase in reductions beyond the provision of the rule.

For example, for an employee earning a gross of Kshs.100,000, the tax was as follows

During Govemment Covid- I 9 directive 2020 After the reinstatement of tax rates in 202 I

Com mittcc,Observation :

The commitLee observed that 31 of the staffers within the company were earning less than a

third of their basic pay contrary to section 19 (3) of the Employment Act2007 exposing them

to pecuniary embarrassment.

Com mittce recommendation :

The committee recomnrcnds that:

The accounting oflicer should provide to the committee, within 60 days from the

adoption of this report, a plan of the measures put in place to mitigate on the issue

as well as comply with the requirements of the law.
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Employee eaming Kshs 100,000 Gross

1't 24000* l0%:2,400

8,333*25Yo = 2,083

67,667*30Y,: 20,300

Total :24,783

Less Relief :2,400

PAYE :22,383

i.

1't 24000* I 0% : 2,400

1,6667* l5ol,: 2,500

1,6667*2001, : 3,333

42,666*25ot',: 10,666

Total : 18,899

Less Relief :2,400

PAYE :16,499

A difference of Kshs. 5,884 which most

employees committed





ll The ar:counting officer should configure its payroll system such that it is lble to

lock out commitments beyond the acceptable threshold.

The A.uditor-General should review the implementation of this recommelrdation

and provide a report on this matter in the subsequent audit cycle.

The Company operated on a non-cost recovery tariff from 2014 to 2021 followinl; a tariff

expiry in the ycar 2013. In 2017 a tariffwas successfully developed and gazetted on lTth Feb

2011 to be inrplemented in March 2017 but was not implemented due to the prevailing politicat

environment being an electioneering year. A Collective Bargaining Agreemen (CBA)

covering the period 2017 -2020 was negotiated during the same period as from Janu'rry 2017

and registered on 25th Sept 2017. This CBA relied heavily on the tariff'

Personnel costs during the year under review were commensurate to the registered CB,{ (2017-

2020) whichr was pegged on the approved tariff. However, this tariff was not implemented

leading to reduced revenues. The Management had an obligation to implement the registered

CBA, which it did. 'thercfore, the personnel costs rcmained fixed and were prioritize d dcspite

the reduced revenues. This then led to low O&M expenditures resulting to the repcrted high

ratlo.

6. Non-compliance with Water Services Regulatory Board Regulations on Personncl

Costs

The statement of profit or loss and other comprehensive income reflects a balance rrf Kshs.

185,834,700 in respect of staff costs for the year ended 20 June, 2021. However, the

expenditure represents 37%o of the total operating expenditure of Kshs. 499,831,379 This is

higher than the recommended threshold of 30%o required by the Water Services Requlatory

Board (WASRIiB) guidelines. In thc circumstances, the Company was in breach of thc law.

Management response

Thc Management continued putting efforts in addrcssing the situation and me naged to

implement a new and approved tariff in April 2021 . The registered CBA was impletnented as

expected up to the year 2020. The Management suspended CBA negotiations for the vear 2020

awaiting thc actual implementation of a tariff. This was actualized in the year 2021 The new

2O2Il22-2023124 CBA was negotiated, approvcd and implemented in the year202l. The new
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2O2l -2024 CBA was negotiated in 2021. This was in order to avoid a recunence of the situation

which occurred in20l7.

The Managenrent efforts in managing personnel costs in tine with WASREB's prcvisions

yielded some progress towards meeting the statutory ratios. This resulted in a ratio of .\7o/o in

the financial )tear 2O2Ol21 as compared to 38.6Yo in the Financial Year 2019120. Thir was a

notable imprcvement considering this was the same period the country was ravaged by the

Covid-19 pandemics. This situation led to a reduction in revenues, reduction in operations, and

O&M expenses as well. 'fhe company continues enhancing staff welfare through tt e years

despite the challenges highlighted above. Towards this end, the company converted 99 casuals

to 6 months contracts in January 2020 and later in July 2021 to two-year contrar:ts. The

company also convcrted 23 staffmembers who were on a to-year contract to regular statTstatus

in January 2Ct2l. The company has also consistently observed the 5o/o annual adjustnent on

staff salaries. 'Ihe management's efforts are also seen in the growth on Personnel explnditure

from year to year while maintaining the ratio. These have grown from Kshs. l50m in 2019 to

Kshs. l68m in2020.

The Managernent remains committed to putting efforts to ensure compliance with the law. We

foresee the closure ofthe matter during the life ofcurrent Company's Strategy Plan (bV 2026).

Com mittee Observation :

The Committee observed that

i. The c;ompany's personnel cost totaled to Kshs. 185,834,700, which rcpresen te'i 37Yo of

their total expenditure which is 7Yo higher than the recommended ratio o:'30%o in

accordance with the WASREB guidelines.

ii. . l'his query is recurrent.

Com mittce recom mendation :

The Committee recommends that:

i. The management of Nyeri water and sanitation company Limited ensures

compliance with Regulation 11 of the watcr Scrviccs Regulations, 2021 that

requires recruited staff are employed on terms and conditions of employment

approved by its board of directors, which tcrms and conditions shall conrply with
1O(l lPaBe





the water sector benchmark on personnel remuneration as set by the Regulatory

Board, in line with the guidelines issued by the Salaries and Remunt ration

Commission.

The Company to adhere with the'provisions of regulation 25(l) of the Public

Finance management (County Govcrnment) Regulations, 2015, establish a lean

staff; and the Auditor-General to review, and rcport during the next audit cycle.
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CHAFTER SE,VEN

REPORT ON THE, AUDITE,D FINANCIAL STATE,ME,NTS FOR WAJIR WTTTER &

SEWERAGE COMPANY LIMI'TED FOR T}IE FINANCIAL YEAIIS 2OI8I19,2OI9I2O

AND 2020/21

'l'hc Govcrnor of Wajir County Exccutivc Ilon. IrCPA Ahmcd Abdullahi appcared bclorc thc

Committce on 'l'ucsday 6'h Junc, 2023 to rcspond (undcr oath) to audit qucrics raiscd in thc

Itcport of the Auditor-Gcncral on lrinancial Statcmcnts lor Wajir Water & S'cwcragc

Company (hereinaftcr rcfcrrcd as "the Company") lor thc Financial Years 2020/'.i.1 .

'l'hc Wajir Watcr & Scwcragc Company is wholly owned by thc Wajir County (iovc'nmcnt.

'l'hc Auditor-Gcncral rcndcrcd a disclairncr opinion on thc financial statcmcnts olWi,jir Watcr

& Sewcragc Company Ibr thc pcriod undcr rcviov.

I.'urther, thc financial statemcnt fbr thc year cndcd 30th Junc 2021 contain cctnparativc

balances for thc year endcd 3Oth June 2020. h was howevcr not possible to confirm thc opening

balances givcn that thc comparativc figurcs brought lorward Iiom thc financial ycar'.101912020

and earlicr years havc not bcen auditcd.

Managcmcnt Rcsponsc:

WAJWA SCO is a county cntity cstablishcd by thc County (iovcrnmcnl in I)cccmb,:r 2013. In

thc initial ycars, thc cornpany could not gcncratc its own rcvcnuc and lully rclied on county

lunds for its opcration. It took thc County Govcrnmcnt timc to put in placc inliasiructurc to

support it is opcralions. As rcsult, all incomc and cxpcnditurc of thc Company was 'cportcd as

part of thr: county's consolidatcd financial statcmcnt.
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l. Non-submission of I'rior Years Financial Statcmcnts and audit of cont parative

balanccs

Review of records revealed that the Company was incorporatcd in 2013. Ilowcvcr,

Managemcnt did not submit, for audit, financial statcmcnts for the l"inancial Years cnded 30

June, 2016, 30 Junc 2017,30 Junc 201 8, 30 Junc 2019 and 30 Junc 2020.



In the Financial Year 2019-2020, the auditor advised the Management to prepare a sel,arate

Financial Statement for the company as an independent entity, thus for Financial Year.1020-

2021, Management prepared a separate Financial Statement which was audited. In future the

Company will comply with all the laws and guidelines to improve service deliver5 in a

professional way.

Committee Obscrvations

lll

The committee observed that the management failed to provide financial stateme.rts for

the financial years ended 30 June, 2016,30 lune2017,30 June 2018, 30 June 20 9 and

30 June 2020. This is contrary to Articlc 201(a), (d) and (e) of the Constituti('n and

sections 166, 184 and 185 of the Public Finance Management Act2012.

The committee further observed that it was not possible to confirm the opening balances

for the year ended 30th June 2021 given that the comparative figures brought ftrrward

from the financial year 201912020 and earlier years have not been audited.

The Committee further observed that the management and the county government was

in breach of section 62( I )(b) and (c) of the Public Audit Act in failing to submit, r',ithout

justifiable cause and within reasonable time information rcquired by the Auditor-

General.

Com mittee Rccommendation

'I'he Committce recommends that:

The accounting officer of the water company prepares all financial stat( ments,

from Financial Year 2020121 onwards of Wajir Water and Sewerage Company

Limited and submit the statements for audit in line with Articlc 229(4) of thc

Constitulion, Section 164 of the Public Financc Managemcnt Act. 2015,

Regulation 208 of the Public Finance Management (County ()overr ments)

Regulations, 2015 and any other relevant laws.

The Office of the Auditor-General undertakcs a spccial audit on the opcralions of

the water company and files a report with thc Committee pursuant to ser:tion 37

of the Public Audit Act, 2015 for the years in which the financial statcmer ts were

not prepared.
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2. Presentation of the Financial Statements

Review of the Financial Statements for the year ended 30 June, 2021 submitted for audit

revealed the following anomalies:

Information about management team did not contain dctails on key professional and

academic qualifications and passport size photographs as required by the firancial

reporting template;

Passport size photographs for board of directors were not attached to the Firrancial

Statements as required;

l The statement ofchanges in equity for the year ended 30 June 2021 was not included

in the financial statements;

lv The statement of cash flows was not prepared in the correct format;

The statement of comparison of budget and actual amounts was not preparcd and

incorporated in the Financial Statements as required by the reporting template;

vl The ICPAK membership number for the head of Finance was not indicated as re quired;

v The statement of profit or loss and other comprehensive details was not prepared in the

format approved by the Public Sector Accounting Standards Board;

ix. the full amounts of the development grants received from Wajir county govcrnment

and other development agencies were recognised as income. Further, expendlture on

development projects was also incorrectly classified under operating expense.

In view of the above anomalies, the Financial Statcmcnts were not compliant with thc format

prescribed by the public Sector Accounting Standards Board and Paragraph 21' of the

interhational public sector accounting standards no.1 IPSAS I (par.27)
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viii. The statement of profit or loss and other comprehensive and the statement of ca,h flows

was not presented as per the format prescribed in the I'inancial reporting tt,mplate.

(Reviscd June 2021); and





lv

Management Response:

The information about management team was captured on pages 7 of the arrdited

Financial Statement. Details of the academic and professional qualifications rrf the

management are included and submitted to the auditors for revicw.

The passport size photos of the previous board of directors were not in the rec<,rd. In

future, the management will ensure full compliance of the requircment.

It is true that the statement ofchange in equity was not prepared during the year under

review since there were no prior year balances for comparison. Howeve r, the

management will cnsure full compliance of the requirement.

The statement ofcash flow for the year ended 3Oth June 2021 was prepared in the r:orrect

format and submitted to the auditor for review and verification.

The statement of comparison of budget and actual was not prepared. During the year

under review, Wajwasco was budgeted along with the county entities and budget

approved by the county assembly.

vl There was no head offinance during the year under revtew

vrl The statement of profit & loss for the year ended 30th June 2021 was preparerl in the

correct format and submitted to the auditor for review and verification.

v t The statement of profit & loss, other comprehensive and cash flow stateme'lt were

prepared as per the prescribed reporting format and submitted to the auditor fot revicw

and verification.

Committcc Observation

The Committee observed that

The Company failed to provide sufficient information required for thc annual and

auditing of its financial statements contrary to section 62 of the Public Audit lrct.

The company did not prepare the financial statements in a form that complies with the

relevant accounting standards prescribed and published by the Accounting Standards
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Board contrary to Article 201(e) of the Constitution and Public Finance Manag,rment

Act,2012.

Com mittee Recommendation :

ll.

It l.

The accounting officer to prepare and submit to the Auditor-Gcneral, withilt sixty

days ofthe adoption of this report, financial statements for audit and verification.

The accounting officer of the watcr company should in its annual reporting r'nsure

compliance with Section 164 of the Public Finance Management Act, 2015.

The accounting officcr of the rvater company should preparc and submit a nnual

linancial statements in the form prcscribed and published by the Accorrnting

Standards Board within three months after the end of the financial year to the

Auditor-Gcneral in line with Regulation 208 of the Public Finance Management

(County Governments) Regulations, 2015.

3. Inaccuracies ofthe Financial Statements

The statement ofprofit and loss and other comprehensive income reflects county devehrpment

expenditure of Kshs 60,000,000 as disclosed in note 9 of the Financial Statements. Hcwever,

a re-computation of the expenditure indicated an amount of kshs 34,500,000. Thereby giving

rise to an unexplained variance of kshs 25,500,000. Further, the statement of the financial

position reflects a trade and other payables balanccs of kshs 596,039,088, as disclosed in note

18 to the Financial Statements. However, a re-computation of the balance indicated a lotal of

kshs 555,911,059 as trade and other payables, thereby resulting in an unexplained variirnce of

kshs 40,128,029.

In addition, the statement of cash flow reflects a cash balance as at 3Oth Jtne 2021 rtf kshs

110,516. However, a rc-computation of the balance indicated an amount of kshs. (2,5't2,484)

thereby resulting in an unexpJairrcd variance olkshs 2,683,000.

ln the circumstances, the accuracy of the Financial Statements could not be confirmed

Management Response:
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It is true that the amount of Kshs. 60,000,000 disclosed in note 9 of the l'inancial Stetements

relates to county development expenditure for the year end 30th Jlune 2021. Howev,lr, four-

development related components worth 25,500,000 were omitted from note 9 due to clerical

error but the same figure, (Kshs. 25,500,000) was captured in the statement of linancial

performance.

Committee Observation

l.he Committee observed that

There were inaccuracies in the financial statements prepared by the companl' leading

to the variances identificd in the audit report. These inaccuracies and variance s should

have been corrected before the signing ofthe final report once the matter was brought

to the attention of the company by the auditors noting the certification audi process

under section 3l of the Public Audit Act and the opportunity accorded to the entity to

correct any errors in its financial statements. As the management compan;; was in

breach of section 62(1)(d) of the Public Audit Act which prohibits the subnritting of

false or misleading inforrnation to the Auditor-Gencral.

The management company and in particular the officers' in-charge of preparation of

the financial statcments were in brcach of the Accountants Act as the inti)rmation

presented to the Auditor-General was inaccurate.

Com mittee Rccommendation

I'he Committee rccommcnds that-
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Note 18 of the Financial Statement reflects trade and other payables balances of Kshs.

596,039,088 related to sixteen (16) vendors. Flowever, disclosed in note 18 of the t inancial

Statements relates to fourteen (14) vendors instead sixteen (16) vendors ofKshs. 596,1)39,088.

J'he variance of Kshs 40,128,029 relates to two vendors omitted from note l8 of the I inancial

Statement. 'fhe corrected note l8 was shared with auditors on lgth May 2022 for rer iew and

verification.

I
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The accounting officer adheres to Section 68 (2) of the Public .:'inance

Management Acl,2012 with regard to preparation and management of fi nancial

and accounting records and Scction 28 of thc Accountants Act, 2008 with regard

to the registration of accountants.

The accounting officer of the water company should enhance the caprcity of

officers preparing financial statements to adhere to accounting standa "ds and

further to invest in tcchnology and proccsses that reduce inaccuracier; in the

preparation of fi nancial statemcnts.

4. Unsupported Revenue Collection from Boreholes

The statement ofprofit or loss and other comprehensive income for the year ended l0 June,

2021 reflects Kshs. 5,570,733 in respcct ofrevenue collection from boreholcs. How,:ver, the

supporting schedules and the corresponding ledgers were not provided for audit.

Further, review of records revealed that the company produced a total of 1,157,6';0 cubic

meters (M3) of water, under this category of revenue, out of which 207,738 cubic metrrs (M3)

were billed to customers at a rate of kshs 125 per cubic meters (M3) which worrld have

translated to rcvcnue amounting to Kshs. 25,967,250. However, the company reported revenue

collection from boreholes as Kshs. 5,570,733 thus giving rise to an unexplained diffirrence of

kshs. 20,396,5 17. In addition, this situation is an indication that revenue amounting to Kshs.

20,396,517 may not havc been accounted for during the year under review.

In circumstances, the accuracy and completeness of the revenue amount from boretroles and

other income of kshs. 5,570,733 could not be confirmed.

Management Response

It is true the company recordcd a total of I ,157 ,670 cubic meters (m3) of water d .rring thc

financial year under rcview. However, Due to severe drought and covid 19 impact, the

consumers could not pay revenue due to the state of their livestock and poor purchasir.g power.

-fhe water schemes werc largely depending on fuel subsidies lrom county government, national
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govemment through NDMA for the daily production. the companies largely depend on:evenue

earned from livestock which was not realized.

Committce Observation:

The Committee observed that

The Company failed to provide supporting documents including schedules ;rnd the

corresponding ledgers with respect to revenue collection from boreholes in itti annual

reporting contrary to section 9 (e) (1) of the Public Audit Act,20l5.

Some of the boreholes are community owned and therefore it is diflicutt to escertain

the exact amount of revenue generated from these boreholes. The Govemor ltowever

indicated that the county government is in negotiations with the community to Lrke over

operations of these boreholes.

Committee Recom mendation

'f he Committee rccommends that:

ll

.

lu.

tv.

The accounting officer to submit to the Auditor-General all the sulrporting

documents including schedules and thc corresponding ledgcrs with re.pect to

revenue collection from boreholes within sixty days of the tabling of this r eport.

A status report on the negotiations for the county govcrnment and Man:rgement

company to take over thc community boreholes to be submitted to thr: Senate

within sixty days of the adoption of this report and the same shall be subrritted to

the Auditor-General f<rr verifi cation.

'f he management and operation of all boreholes should be vested in thc n ater

company in order to accurately account for revenue gcnerated and due tlr the

water company.

The accounting officcr of the water company should in the undcrtaking ,rf audits

of financial statcments provide to the Auditor-Gencral unrcstricted acct:ss to all

books, records, returns, reports, elcctronic or otherwise and other docu rnents in

line with scction 9 of the Public Audit Act, 2015.
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5. Unsupported Expenditure

The statement ofprofit or loss and othcr comprehensive income for the year ended 3t) June,

2021 reflects a balance of Kshs.948,202,296 being total operating expense. Httwever,

schedules and ledgers supporting the figure were not provided for audit.

Further, note l2 to the Financial Statements reflects a depreciation charge for the year ofkshs

57,041,149 which was not included in the total operating expenses in the statement c f profit

and loss and othcr comprehensive income. This implies that the loss before taxation was

understated by the same amount ofkshs 57,041,149.

Management Response:

Schedules and ledgers supporting the figure of kshs 948,202,296 were submitted to the auditor

lor review and vcrification.

Depreciation charge during the year of Kshs. 57 ,041,149 was erroneously classified ar part of

note 7 under WSDP Goods which was totaling to kshs 113,350,449 in the Financial Statcments.

How_evcr, Through the advice of the auditor the depreciation charge is now disti:rctively

disclosed on statemcnt of financial performance.

Committee Observation

The Committee observed that the Company failed to provide supporting documents ircluding

schedules and the corresponding ledgers with respect to total operating expense in itt, annual

reporting and therefore was in breach of scction 62 of the Public Audit Act.

Com mittee Rccom mcndation :

The Committee recommends that-

i. The accounting officer of the water company should in the undertaking of audits

of financial statements provide to the Auditor-General unrestricted acceis to all

books, records, rcturns, reports, electronic or otherwise and other docuntents in

Iine with Section 9 of the Public Audit Act,2015.
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The accounting officer to submit to thc Auditor-General, within sixty dayl' of the

tabling of this report, all supporting documents including schedules and the

corresponding ledgers with respect to total operating expenses of the company.

The accounting officer to adhere to section 43 (2\ of the Public I'inance

Managemcnt (County Government) Regulations, 2015, which provides lbr the

execution ofapproved budgets based on thc annual appropriation legislation and

the approved annual cash flow plan with the cxception of unforeso:n and

unavoidable spending dealt with through contingcncies fund of supplenrentary

estimates.

Unsupported Cash and Cheque Withdrawals

The statement of profit or loss and other comprehensive income for the year ended liO June,

2021 reflccts cost of sales balance of Kshs.5,500.155. Included payments amou:lting to

Kshs.3,842,820 made through cash and cheque withdrawals from the Company account

number 1030278626125 held at local bank. However, payment documents suppo(i:lg these

payments were not provided for audit.

In the circumstances, the propriety, accuracy and completeness of the payments of

Kshs.3,842,820 for the year ended 30 June, 2021 could not be confirmed.

Management Response

It is lrue that the amount of Kshs. 5,500.1 55 was disclosed in the Financial Statements as a cost

of sales.'l'he supporting documents rclating to Kshs.3,842,820 as cheque and cash wit'rdrawals

fiom bank account for boreholes maintenance is provided for review and verification

Com mittee Observation :

'[he Committee observed that the statement of profit or loss and other comprehenslvo lncome

for the year ended 30 lune,2021 reflected cost of sales balance of Kshs.5,500.155. Included

payments amounting to Kshs.3,842,820 made through cash and cheque withdrawals from the

Company account number 103027 8626125 held at local bank. However, payment d')cuments

supporting these payments were not provided for audit.
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Committee rccommendations

Thc Committee recommends that-

ll

The Accounting Officer to ensure that supporting documents arc provided to the

Auditor during the audit period as required under section 9(1)(e) Publit Audit
Act,2015.
The issue be marked as resolved as the Auditor-General confirmed that the

management of company later submitted copies of revcnue and p:ryment

vouchers, bank statemcnts and other supporting documents.

Cash and Cash Equivalent

The statement of financial position reflects bank and cash balance of Kshs. I I 0,5 I 6 ar at 30th

June 2021. Further, as disclosed in note l4 to the Financial Statements the company operated

seven (7) bank accounts during the year under review. I-lowever, bank reconciliation statements

for five (5) accounts were not provided for audit. Further, the bank account names and ttumbers

for the accounts were not indicated in the schedule at note l4 to the Financial Statements.

Consequently, the accuracy and completeness ofbank and cash balance of Kshs. I 10,5 l6 could

not be confirmed.

Management Response:

Mr. Chairman, it is true that the amount of Kshs. I10,516 disclosed in notc l4 of the liinancial

Statements as a bank and cash balance as at 30th June 2021. Flowever, a detailed suntmary of

the bank account names, numbers and Bank Reconciliation statements werc also prc,vided in

note l5 of the Financial Statement.

Com mittee Observation :

The statement offinancial position reflected bank and cash balance of Kshs.l 10,5 l6 as

at 30th June 2021 and the company operated seven (7) bank accounts during the year

under review.
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The Committee observed that-
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Bank reconciliation statements for five (5) accounts were not provided for audit rr:rd the

bank account names and numbers for the accounts were not indicated in the schedule

at note 14 to the Financial Statements.

Com mittee recommendations

The Committee recommcnds that-

It.

The Accounting Oflicer to ensure that supporting documents are provided to the
Auditor during the audit period as required under section 9(l)(e) Public Audit
Act, 2015.

The query be marked as resolvcd.

6. Material Uncertainty Relating to Going Concern

'l'he statement of profit or loss and other comprehensive income lor the year ended 30 June,

2021 reflectsadeficitofKshs.4l3,263,608therebydecreasingtherevenuercservesbal:nceby

Kshs.4 l3,268,608. Further, the current liabilities of Kshs.5 96,03 9,08 8 exceed the currer : assets

of Kshs.2,793,516 resulting to a negative working capital of Kshs.410,475,092. The Company

is therefore unablc to meet its financial obligations as and when they fall due.

In the circumstances, the Company is technically insolvent and its continued operations as a

going concern can only depend on the support from the County Government of Wijir and

grants from development partners. The material uncertainty relating to going concern rnd the

measures put in place to improve the Company's financial performance have not been disclosed

in the Financial Statements.

Managcment Responsc

Disbanded the previous board and position of new members advertised,

Reduced non-revenue water
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Mr. Chairman, it is true that the company was not performing well, the County has nrrted and

has then started the process of restructuring the company. Specific measures include:

. The company engaged consultant to turn around the operation ofthe company. 1'oR of

firm includes
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Develop HR manual & staff establishment

Credit policy

Staff trainings

llr Reduced the Human Resource expenditure to sustainable level,

lv The company has acquired new plants and equipment to enhance revenue,

Com m ittee Observations:

The statement of profit or loss and other comprehensivc income for the year enrled 30

June,2021 reflected a deficit of Kshs.413,268,608 thereby decreasing the r:,venue

reserves balance by Kshs.413,268,608. I'-urther, the current liabilit ,:s of

Kshs.596,039,088 cxceed the current assets of Kshs.2,793,516 resulting to a n: gative

working capital of Kshs.410,475,092. This was an indication of the compan;' being

unable to meet its financial obligation as its current liabilities exceed its currenl assets.

The Company could only depend on the support from the County Government c:'Wajir

and grants from development partners.

a

a

Com m ittee Recommendation :

II

Thc Governor, through the County Executive Committee mcmber for wate-, takes

keen interest in thc management of the Company and take responsibi ity for

.monitoring the financial performance of the county corporation in lir e with

Section 184 of the I'}ublic Finance Management Act,2012.

The County Executive Committee member for watcr to formulate a count' \,vater

and Sewerage Serviccs Stratcgy in linc with regulation 5 of the Water S,:rvices

Regulations, 2021 which shall include cnhancing the profitability of the co '1pany.

The County Treasury undertakes annual reporting on County Corpt,ration

including an assessment of thc commercial viability of thc company in lir,e with
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Thc Committee recommends that:





tv.

vt.

v .

vllt.

lx.

the standards set by the Water Services Regulatory Board under section 7i',2) oI

the Water Act, 2016.

The Governor finalizes the re-constitution of the Board of Directors within t hirty

days of the adoption of this report.

The Governor submit to the Committee, within sixty days of the adoption of this

report, the human resource audit report and indicate measurcs taken to e lsurc

that the rvater company has a lean and efficient staff.

The management of the water company undertakes assct mapping of all assels and

liabilities of the water company and submits an updated asset registr:r for

verilication to the Auditor-General within sixty days of the adoption of this l'eport

in linc with Section 164(2Xd) of the Public Financc Managcment Act, 201:i and

Regulation 136 of the Public Finance Management (County Governrrrcnts)

Regulations, 2015.

The Wajir Counfy Executive County Govcrnment submits within sixty days cf the

tebling of this report to the Auditor-Gene ral for vcrification information otr-

(a) Grants, including the amounts, received by thc county in the water sr:ctor;

(b) the donor partners involved; and

(c) the projects undertaken using the said grants and the amounts invol'red in

each.

The Wajir County Executive in collaboration with the Wajir County Assen bly to

finalize the enactment of county legislation to support the opcrations of Wajir

Water and Sewerage Company Limited.

The Office of the Auditor-General to undertake a special audit on the oper:rtions

of the water company and submit a rcport to the Committcc within nincty c,ays of

the tabling of this report.

The Office of the Auditor-Gcneral and the Parliamcntary Budget Office pri parcs

a fiduciary risk analysis report, detailing areas of financial loss and p,.,ssiblc

recommendations for consideration by the Senate for furthcr action.

7. Late Submissions of Financial Statements

x

,
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The Financial Statements for the year ended 30 June,2021 were submitted to the Au,litor-

Generalon l6December,202l twoandhalfmonthsafterthedeadlineof30June,202l.This

was in contravention of Section I l6 (7) of the Public Finance Management Act, 2012 'vhich

requires Financial Statements to be submitted to the Auditor-General within three month:i after

the end of each F'inancial Year. Consequently, the Company was in breach of [aw.

Management Response:

The late submission of the Financial Statement was due to prolonged litigation betwer:n the

company and the managing director that paralyzed the operations ofthe company.

Com mittee Observation :

The Committee observed that the Company failed to submit its financial statements to the

Auditor-General within three months after the end of each Financial Year in contravention of

the provisions of section 1 1 6(7) of the Public Finance Management Act and therefore the

provisions of section 62 of the Public Audit Act and section 196 of the Public Fittance

Managcment Act would applY.

Committee Recommendation :

The Committce recommcnds that

The management company submit all its financial statements for the finrrncial

years ending 30th June, 2016.2017,2018 and 2019, to the Auditor-General rlithin

sixty days of thc tabling of this rcport.

llt.

The managcmcnt of the watcr company ensures strict adherence to the provisions

of Scction 164 of the Public F'inancc Managcmcnt Act,20l5 with respect to r,-"ly

submission of financial statcments to the Auditor-Ge neral.

The managcment of the water company should note the penalty provisions arising

from section 196 of the Public Financc Managemcnt Act, 2015 and section 62(1)

of the Public Audit Act,20l5 with respect to failurc to submit financial staternents

to the Aud itor-Gen era l.
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8. Operation without an Approved Budget

The Management did not prepare estimates of income and expenditure and submit the slme to

the respective County Executive Committee Members as required. Further the Fitrancial

Statements did not include a statement of comparison of budget and actual amounts as re,luired

in the financial reporting 'l'emplate (Revised June 2021). As prescribed by the public sector

accounting board. The Firm is therefore in breach ofSection 149(2)()) ofthe Public F nance

Management Act,2012 by operating without an approved budget.

Management Response:

Due to the infancy of the company it could not generate its own revcnue and was fulty telying

on the county funds for its operation. As result, all income and expenditure of the Cc,rpany

was reported as part of the County's consolidated Financial Statement. The budgeting :rocess

of the company was done like any other dcpartment in the county through County Intr:grated

Development Plan which was approved by the County Assembly of Wajir.

Committec C)bservation :

The Comminee observed that

ll

The Company failed to prepare estimates of income and expenditure and sut,mit the

same to the respective County Executive Comm ittee Membe rs contrary to the

provisions of the Public Finance Management Act, 2012 and the Public Aurlit Act,

201s.

The Company further failed to include a statement of comparison of budget anrl actual

amounts as required in the financial reporting 'Iemplate (Revised June 2021).

Committee R:commendation :

The Committec recommends that the managcmcnt of thc water company preptrre and

submit to the Board of the company for approval the hudget of the water compan., in any

given financial year.

9. Non-Rcvenue Watcr
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During the year under review, the company produced a total of 1,157,670 cubic metettr (m3)

of water. However, 207,738 (m3) were billed to customers, resulting to Non-Revenue Water

(NR!V) of 949,932 cubic meters or 82o/o. Which deferred with allowable NRW :'ate as

prescribed by the Water Service Regulatory Board (WASREB) guidelines is 25%o thereby

resulting to 57Yo NRW over and above the allowable rate. Therefore, the unallowable|.il%o or

659,872 cubic meters of water may have resulted to the Non-Revenue Water (NRW) loss of

water sales estimated at Kshs.82,483,988 at a rate of Kshs.125 per cubic meter.

This significant levet of NRW may negatively impact on the Company's profitability trnd is a

risk to sustainability of its operations.

Management Rcsponsc:

It is true the company recorded a total of 1,157,670 cubic meters (m3) of water during the

financial year under review. However, Due to severe drought and covid 19 impirct, the

consumers could not pay revenue duc to the state oftheir livestock and poor purchasing power.

The water schemes were largely depending on fuel subsidies from county government, ttational

government through NDMA for the daily production. the companies largely depend on I'tvenue

earned from livestock which was not realized.

Commlttee Observation :

The Committee observed that:

i. The Company has a Non-Revenue Water (NRW) of 82o/o which is 57o/o over antt above

the NRW rate as prescribed by the Water Service Regulatory Board (WASREB)

guidelines of 25o/o.

ii. The Company's significant lcvel of NRW may negatively impact on the Cottrpany's

profitability and is a risk to sustainability of its operations.

Committce Rccommcndation :

The Committec rccommends that

The water company puts in place comprehensive measures to mitigate tl,e Non-

Rcvenuc Water.'fhcse measurcs include the installation of smart meters trl ensure

accuratc billing, the replacement of the old water supply network as well as thc
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introduction of a Geographic Information System (GIS) which will help the

company receive real-time data on leaks in pipes and monitor maintenance

The Governor collaborates with EACC to ensure that pre-emptive measur,:s are

put into place to rcduce the cases of theft and illegal connections and to p'event

the diversion of monies collccted and not remitted to the water company.

Thc Auditor-General reviews the implementation of the measures put in pl.rcc by

the managcment to mitigatc the matter and provide a report on this matter n the

subseq uent audit cycle.

The management of the \ ater to ensure that the NRW rate should be br,rught

down to about 507o within one year of thc tabling of this report and I r the

Auditor-Gencral to report on compliance with this recommendation in thr ncxt

budget cycle.

There was no approved staff establishment, hence It was therefore not possible to confirm

the optimal staff level for the various position to which staff were recruited;

Appointments were done without following the due recruitment process in public sr:rvice.

'l'here was no evidence to confirm that all the positions were competitively fille<l Kcy

recruitment documents such as vacancy advertisements, application letters, depa':ment

reqUisitions, shortlisting minutes and interview score sheets were not provided fot audit

verification; and

The Company did not have a scheme of service and salaries paid to officers appointerl werc

not based on any approved salary structure. 
-I'his was contrary to a(icle 232 (l) (i) ,lf the

constitution ofKenya which state that the value and principal of public services include

affording adequate and equal opportunity for appointment training and advancement, at all
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I 0. Administration Costs

l0.l Staff Recruitment and Management of Human Resources

The Review of the human resource records of the Company rcvealed that the managemt rt has

engaged five hundred and twenty-one (521) employees in various positions over the years.

However, review of the recruitment process of the company revealed the following anoralies:
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level of public services and section 76 of the IJmployment Act 2007 which provic,:s the

process of notification of vacancies of any organisation.

In the circumstances, the company was in breach of law

Management Response:

i. There was no approved staff establishment during the year under review. Howev:r, the

county has engaged a consultancy firm to turn around the company in order to realired its

objective.

ii. It is true that some staff were added in to the payroll without following due recruitment

process. However, the county has engaged HR consultant to correct the mess.

iii. It is true the company had no approved scheme of service. I{owever, the county has

engaged a consultant to develop a Human Resource manual including scheme ofservices

which is at draft stage. The late submission of the financial statement was due to proltnged

litigation between the company and the managing director that paralyzed the opet:rtions

ofthe company.

Com mittee observation

The Committee observes that the water company does not have an approved scheme of sr:rvice

or staff establishment.

Com mittee recommendation

The Committee recommends that-

i. The Governor submit to the Committee, within sixty days of the adoption of this

report, the human rcsource audit report and indicate measures taken to ensurrt that

the water company has a lean and efficient staff.

ii. The management company develop and submit to the Board for approval tr staff

establishment and scheme of service within sixty days of the adoption of this n:port.

10.2 Engagement of Employees on Interim Basis
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It is true that some staff were engaged on interim and not competitively rec;'rited.

However, the county has engaged HR consultancy firm to correct the mess.

It is true that some staffwere added in to the payroll without following due recru :ment

process. In future, all position will be completely filled.

It is true the company had never conducted staff performance appraisal. In future lnnual

staff performance appraisal will be conducted.

Review of the June 2021 payroll, revealed that Company had 94 employees serving on irrterim

positions which do not exist in public service. Further review of their appointments revealed

the following anomalies:

i. There was no evidence to confirm that the positions were competitively filled by the lloard

as required.

ii. Salaries paid to officers appointed on interim positions were not based on any app'oved

salary structure.

iii. The interim officers wcre to serve for a period of six months and thereafter be conlirmed

on permanent and pensionable terms based on their performance. However, there uas no

evidence that the Company conducted staff performance appraisal after expiry of six

months and the 94 staff were still serving on interim basis.

In view of the above findings, the engagement of officers on interim positions was irreg,Llar.

Managcment Responsc:

Committee Observation:

- The Cqmmittee observed that-

i. 'l'tre Company has no approved staff establishment and therefore is unable to confirm

the optimal staff level for the various position to which staff were recruited.

ii. 1'l-re Company issued appointments without following the prescribed public sr:rvice

recruitment proce sscs i.e. key recruitment documents such as vacancy advertiser':rents,

application letters, department requisitions, shortlisting minutes and interview score

sheets were not provided.
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lhe Company did not have a scheme of service and salaries paid to officers apprlintcd

were not based on any approved salary structure.

The Company was in contravention of Article 232(1)(i) of the Constitution of l(enya

which states the values and principles of public services including affording adr:quate

and equal opportunity for appointment training and advancement, at all level of rublic

scrvlces

Comm ittee Recom mendation :

The Committcc recommends that:

ll.

The Govcrnor submits to the Committce, within sixty days, the human ret,ource

audit report and indicate measures taken to ensure that the water compan r has a

lean and efficicnt staff.

The managemcnt of thewater company to ensurc that its staffing and recruttment

is in line with the provisions of Article 232(1) of the Constitution of Kenya which

states the values and principles of public service.

The management of the water company demonstrates and ensures com:,liancc

with respect to fair competition and merit as the basis of appointmer;s and

promotions in line with Section l0 of the Public Service (Values and Prirrciples)

Act,2015.

The management of the water company implements the provisions of Section l0

(2) of the Public Service (Values and Principles) Act, 2015 with rcs:rect to

exemptions applicable in appointments or promotions for; communities not

adequately rcpresentcd, balance of gendcr, cthnic group disproportionately

represcnted as well as persons with disabilities not adequately rcpresented

The managcment of thc walcr company ensurcs compliance rvith regulatir,n I I of

the Water Serviccs Regulations, 2021 that requires recruited staff are enrployed

on terms and conditions of employmcnt approved by its board of directors which

terms and conditions shall comply with the water sector benchmark on personnel

rcmuneration as set by the Regulatory Board, in line with the guidelincs is.ued by

the Salaries and Remuneration Commission.

llt

tv.
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11. Non-Compliance with law on Ethnic Composition

The Review of the list of the list of employees revealed that the company had a total n. mber

of five hundred and twenty-one (521) employees as at 30 June,202l. Analysis .,f the

employee's data revealed that 5 1 8 employees or 99Yo were from the same or dom inant r:thnic

community while the remaining 3 or lYo were from other ethnic communities. This is c<'rtrary

to section 7( I ) and (2) of National Cohesion and Integration Act, 2008 which state that all

public offices shall seek to represent the diversity of the people of Kenya in employn,:nt of

staff and that no public institution shall have more than one-third of its establishment fn:m the

same ethnic community.

Managernent Response:

1'he management of the company has engaged a human resource consultant to :r.Jdress

recruitment gabs to identifr and recommend possibte solutions for all the anomalies.

'I'he Committcc recommcnds that

i. ilhe Governor submit to the Committee the findings of the Human Resources

consultant contracted to address recruitment challenges and the recommen lations

proposed.

ii. The management ensures that its staffing and recruitment is in line r,rith the

provisions of Article 232 (l) of the Constitution of Kenya which states the values

and principles of public service.
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In the circumstance the company was in breach of law.

Com m ittee Obscrvation :

The Committee observed that the Company employee's data revealed that 99o/o its employees

were fom the same or dominant ethnic community while the remaining lYo were frotrr other

ethnic communities, contrary to Section 7( 1) and (2) of National Cohesion and Integrati:,n Act,

2008.

Comm ittec Rccom mendation:
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12. Non-Compliance with Service Level Agreement on Personnel Cost

Review ofthe Company payroll revealed that the total personnel cost for the year under r,,view

was Kshs.234,061,976 against total water revenue of Kshs.5,570,733 for the same period This

implies that personnel cost as a percentage of water revenue was 4202%o.

Consequently, the company exceeded the limit of 40% set by Water Services Regulatory loard

which may compromise the sustainability of the Company.

Management Response:

Mr. Chairman, its true the company was over staffed during the year under review with ' total

annual wage bill of kshs 234,061,976 which was unsustainable. However, as a result, the

management had engaged a consultant to analysis the recruitment process and advice, n the

optimal number required.

Committee Observation:

The Corimittee observed that the Company's iotal personnel cost against total water re\'/enue

exceeded the limit of 40%o ceiling set by Water Services Regulatory Board-

Com mittee Recommendation:

The Committee recommends that:

L24 1l age

iii. The management demonstrates and ensures compliance with respect to fair

competition and merit as the basis of appointments and promotions in line with

Section 10 of the Public Service (Values and Principles) Act, 2015.

iv. The management implements the provisions of section l0 (2) of the Public Sr rvice

(Values and Principles) Act, 2015 with respect to exemptions applicab e in

appointments or promotions forl communities not adequatcly represented, balance

of gender, ethnic group disproportionately represented as well as persons with

disabilities not adequately represented.

v. The management demonstrates and ensures progressive compliancc with sr'ction

7(l) and (2) ofNational Cohesion and Integration Act,2008.
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The Governor submits to the Committee within sixty days from the adopt on of

the report the human resource audit report and indicate measures taken to ettsure

that the water company has a lean and efficient staff.

The management reviews the Service Level Agreemcnt to ensure that thr:re is

adherence to the fiscal responsibility principles as stipulated under Article i!01 of

the Constitution of Kenya.

The management submit to the Senate, within sixty days, the reporl and

recommendations issued by the consultant with rcspect to thc analysis f the

recruitment process.

13. Irregular Payment of Salaries to Doubtful Employees

The staternent ofprofit and loss and other comprehensive income for the ycar ended 3(l June,

2021 reflects payroll expenditure of Kshs.234,061,976. Analysis of the company mrrnthly

payrolls revealed that the staff payroll compliment had five hundred and twenty-one (521)

employees as 30 June, 2021 . However, noted that the net salaries for the employees and salary

deductions were paid by the Wajir County Executive. Details of the Company employeei, their

designations, stations of deployment and their roles and responsibilities requested dur rg the

audit were not provided for audit verification. Except for a fcw employees stationed at the

company headquarters, it was not possible to establish the existence of the large workfi'rce of

employees and the nature of duties they were employed to perform'

In the cifcumstance the existence of the company employees, to whom personnel emolument

of Kenya shillings 234, 061 ,976 were paid during the year could not be confirmed.

Management Response:

Mr. Chairman, it is true.t-hat the company had five hundred and twenty-one (521) employees

as 30 June, 2021 against a total wage bitl Kenya shilling 234,061 ,97 6. Details of the Ccrnpany

employoes, their designations, stations of deployment and their roles and responsibilitir:s were

provided for audit vcrification.

Committee Observation :

The Committee observed that
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The Company's staff payroll compliment had five hundred and twenty-one (521)

ernployees as 30 June, 2021 .

The Company's net salaries for its employees and salary deductions were paid :y the

Waj ir County Executive.

Committee Recommendation :

The Committee recommends that:

i. The Governor submits to the Committee within sixty days the human rsiource

audit report and indicate measures taken to ensurc that the water compan5'has a

lean and cfficient staff.

ii. The Governor ensures strict compliance with the rcstrictions on the t:cunty

government investing in county gove rnmcnt-linkcd corporations as provi,:red in

Section 183 of thc Public Finance Management Act,2012.

14. Lack of Appointment Letters for Board of Dircctors

Review of the personal files for the nine (9) Board members of thc company revealed thlt their

files did not contain their appointment letters. Thercfore, it was not possible to confi'm the

appointment of the company board members and their terms of services to the company. In the

circumstance it was not possible to confirm the regularities of the board comnrittees,

confercnce, seminar expenses amounting to 8,000,000 for the year ended 30th June 202 .

Management Response:

Based on the audit report and non-compliances, the board ofdirectors has been disbanderl. The

vacant pOsitions have been advertised and applicants shortlisted lor interview.

Comm ittee observations

The Committee observed that the files of the ninc Board members did not contaitt their

appointment letter and therefor it was not possible to ascertain their terms of service. {n the

circumstances it was not possible to ascertain or veriff compliance with the law r:f any

expenses related to the functions of the Board.

Committee recommendations
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The Committee recommends that-

i. The Governor reconstitutes the Board within thirty days of the adoption ol'the

report; and

ii. The management of the company and the county government submit to the

Auditor-General, within sixty days of the adoption of this report, documenttrtion

relating to the appointment, terms of service, benclits and allowances associated

with the functions ofthe Board in place from financial year 2016 to financial year

ending 30th June,202l.

15. Irregularitics in Appointment of Board of Directors

Review of the personal files of the nine (9) Board Members revealed that none of them ha,l any

qualification in the field of finance or accounting contrary to requirements undt' the

Mwongozo code of governance for state corporations. Further, only one board member rr':t the

minimum requirement for appointment as a board member as required by corporate govenrance

guideline for the water services sector, 2018.

The board of directors was not properly constituted in accordance with the guideline. ln the

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

Management Response:

Going forward proper recruitment process will be done

Committee Observation :

'fhe Committee observed that the company failed to comply with the Water Scr:vices

Regulations, 2021 on the composition of board members.

Com mittee Recom mendations

The Committee recommends that:

i. The Governor reconstitutes the Board within thirfy days of the adoption rf the

report; and

ii. The management of the company and the county government submit t o the

Auditor-General, within sixty days of the adoption of this report, documerrtation
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relating to the appointment, terms of service, bencfits and allowances ast rciated

with the functions of the Board in place from financial year 2016 to financial year

ending 30th June,202l.

16. Anomalies in procurement of Water Rclated Contracts.

The statement of profit and loss and other comprehensive income and other comprelrensive

income reflects expenditure on water projects on Ksh. 163,742,5291-: relating to project funded

by the World Bank. However, review of the project filcs and other tender documents rr:vealed

that projects worth Ksh. 162,214.,524 has the following anomalies:

a) An amount of Ks. 35,375,000 was paid to supplier for delivery and inslrrllation

of twenty gen€rators (15 No 30KV and 5No. 2lKV). However, re',iew of

tendering process revealcd that the bid documents were opened on 4th March

2019 and evaluated on 6th August 2020 (seventeen months after og':ning).

Consequently, the documents were evaluated after expiry of tender , alidity

period ofone hundred and twenty days as specified in the tender docume nts and

contrary to the provision ofsections 87(l ) and 13 5(3) of thc Public Procuement

and Asset Disposal Act.

b) Notification letters of regret for contracts worth ksh. 160,938,922 were not sent

to unsuccessful bidder's contrary to section 87(3) and 126(4) of Public

Procurement and Asset Disposal Act,2015.

c) Supplies with a total cost of ksh. 52,662,136 were neither received in thr: stores

vide counter receipt voucher (S13) nor were they issued out vidc countt:r issue

vouchers (S1l).

d) Fuel worth ksh. 2,509,200 was not recorded in the luel registers. Furthe', rvork

tickets and detailed orders supporting utilization ol'the fuel were not ptovided

for audit.

e) Consultancy services worth ksh. 96,258,653 were awarded to thrr:e (3)

consultancy firms to perform three (3) different consultancy services which

included fecal slug management, hygiene framework and community l€,i total

solution. However, the payment vouchcrs project files and other accompt.nying

tender document for the consultancy, in respcct of hygienc lrame work wofth
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kshs 19,267,600 were not provided for audit in addition although some l':ports

were submitted, there were no minutes approving the reports for adlption,

further the progress report on implementation for recommendations fron the

consultancy report was not provided for audit,

f) Management did not maintain a list of prequalificd suppliers and contractcrs. It

was not clear how suppliers who were awarded the tenders through quot:tions,

were identified.

g) Physical inspection carried out on 7th March, 2022 revcaled that the :railer,

consumer meters and two exhauster vehicles and multipurpose trucks all worth

Ksh. 56,620,000 delivered one and halfyear prior had not been put into lse. It

was therefore not clear whether there was need for the acquisition ,lf the

equipment rvithout proper planning and assessment. In addition, owr lrship

documents fbr the trailer, exhaustcrs vehiclcs, trucks and pick-ups pr'. cured

during the year under review were not provided for the audit rcview.

In the circumstances it was not possible to confirm whether the company obtained value for

money spent on the World Bank funded projects.

Managemcnt Rcsponse:

The initiat bid validity period was for 120 days up to lst June,20l9 a:rd the

expiry of the bid security was twenty-eight (28) days thercafter. WAJW,\SCO

has requested the bidders to extend the bid validity and sccurity up to 30t I June

2020. Further, extension request has been scnt after expiry ofthc bid vali: ity on

30th June, 2020 to the bidders.'I'he bidders have extended the validity peliod to

29th August, 2020.

At the time of the evaluation, award and signing of the contract for the : upply

and delivery of Gensets the bid validity was valid. This has been done t'rough

request for extension to the World Bank and the bidders. 'Ihc requi'st for

extensions and responses from the bidders are attached bclow. -I'hc ext(,-lsions

were done twice.
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The unsuccessful bidders were contacted as stipulated in line with sectior 87(3)

and 126 (4) of Public Procurement and Asset Disposal Act,2015. Regrel letters

were issued accordingly and submitted for audit review and verificationr;.

The expenditure amounting Ksh. 52,662,136 was used to purchase 20 N:,. Gen-

sets (15no. 30 Kva and 5no 21 Kva), Master meters, prepaid meters, Lt;:ricate

accessories, ICT equipment, stationeries and radio communication equ )ment.

The goods were received and taken on charge in the store lcdger and isrued to

various recipients.

Fuel registers, work tickets and detailed orders supporting utilization of' re fuel

were provided for audit review and verification.

The project file for the hygiene frame work consultancy has been submi.:ed for

audit review. 'fhe project's inception report for the dcvelopment of satritation

and hygiene framework was approved by the project coordination unit.

Thc Company uses a list ofprequalified suppliers and contractors provirled by

the County Executive and the same was submitted to the auditors for review.

The vehicles were to improve sanitation in Wajir Town by transportinti fecal

sludge from households to county solid waste disposal site (dump site). In the

initial financing agreement, the dump site was to be developed to a r-iodern

waste treatment plant. This was not possible due to an on-going court citse. As

a result of the current condition of the site, the Bank issued an aclvisory

restricting disposing waste until thc site is developed.'Ihe log books conlirming

the ownership of the motor vehicles are hereby submitted to the audilor for

review and verifi cation.

Com mittee Obscrvation :

The Committee observed that-

i. The company used the county executive pre-qualified list ofsuppliers;

ii. Payment vouchers project files and other accompanying tender document lirr the

consultancy in respect of hygiene frame work availed to the auditor. 'lhe is;ue is

therefore sati sfactori ly addressed.
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lll The Company however failed to comply with the provisions ofthe Public Procut,:ment

and Asset Disposal Act, 2015 relating to the timelines for the opening and evalrration

of tender documents.

Com mittee lLecommendation :

fhe Committcc recommends that the managcment of the water company ensures strict

compliance with the provisions of the Public Procurcment and Asset Disposal Act, 2015.

17. Anorralies in Procurement of Construction of Water Projects

The statement of profit or loss and other comprehensive income reflects expenditure on water

projects of Ksh. 40,278,911 relating to construction of watcr works and sewerage funrled by

the Water Services Trust Fund. However, review of project files and other tender doct.nents

revealed the following anomalies: -

(i) contract agreements for contracts worth Ksh. 32,05 1,598 were signed b(':wecn

the accounting officer and contractor bcfore lapse of the mandatory fcurteen

(14) days from the date of tender award notifications. This was conbilry to

section 1 35(3) of the Public Procurement and Asset Disposal Act, 201 5.

(ii) notification letters of regret for contractors worth 38,749, 128 were not ient to

unsuccessful bidders' contrary to section 87(3) and 126(4) of the l)ublic

Procurement and Asset Disposal Act,2015.

(iii) payment worth Ksh. 38,749,128 were not supported by certificate of prictical

com pletion.

(iv) prior to award of the tender, there was no cvidence to show that the co:'tpany

conducted due diligence and prcsented the report in writing. to confirl: and

verifo the qualifications of the tenders who submitted the lowest ev€: uated

responsive tender to be awarded the contract, contrary section 83(l) ,tf the

Public Procurement and Asset Disposal Act, 2015.

(v) Minutes and recommendations from the public participation that identifi:d key

priorities areas lor construction for water works were not provided for aurlit.
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In the circumstances, it was not possiblc to confirm whether the projects funded by the tVater

Services and Trust Fund were procured in compliance with Public Procurement and.{sset

Disposal Act, 2015.

(i) The signed contract agreement by accounting officer within the manrlatory

period and notification of award as required by section 35(3) of the public

procurement and assets disposal acr.,2Ol5 were availed for audit revie', and

verification

(ii) The notification of regret to unsuccessful bidders are availed for audit r:view

and verification.

(iii) fhe certificates for practical completion are filled separate from paymenl files.

The certificates for practical completion for the four Projects have been subrrritted

for audit review and verification.

(iv) The evidence of proposal for funding was submitted to the auditor for aurlit.

Committee Observation:

The Committee observed that-

i. the letters ofnotification ofregret had been availed to the auditor for revicw anrl this

matter had been resolved. 'I-he Committee however notes that the documents were not

submitted within the time lines contemplated under the Public Finance Manag,:ment

Act and the Public Audit Act. As such the provisions of section 62 of the Pubtic ,\udit

Act should appty; and

ii. the company had not availed documents relating to public participation in identiling

key projects and conduct ofdue diligence.

Committee Recommendation :

The Committee recommends that-

i. The management company submit to the Auditor-General, within sixty days r'f the

adoption of this report, documents related to public participation in ident, lying

the devclopment projects; and
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. the managemcnt of the water company ensures strict compliance witlr the

provisions of the Public Procurement and Asset Disposal Act,2015.

18. Service Provision Agreement, Outdated Memorandum and Articles of Associat,rn

Review of the Company statutory compliance and registration documents revealed th i t the

Company and Northern Water Service Board signed a five-year service provision agrer:mcnt

on 30 September, 2014 which expired on 29 September, 2019. Ilowever, review ol the

documents and discussion with the Company Secretary revealed that rcnewal was not donc

after cxpiry of service provision agreement thus the company has becn providing water se vices

without authorization.

Further, the company had not revised its memorandum and Articles of Association in lin,: with

the revised Water Act, 2016 and Water Regulations, 2016.

Under circumstances, the Company's governance process, accountability process, internal

control system and legality of its operations could not be confirmed.

Management Response:

The company's articles and memorandum of association has been revised in accordanc,: with

the Water Act, 2016. Service provision agreement provided for audit review.

The Committee observed that the Water Scrvice Agreement had bccn revicwed t I the

management company and submitted to WASREB for approval. Irurthcr, the compan'r had

urn"naia-iti Articles and Mcmorandum of Association.

Committce Recommcndation:

The Committee recommends that WASREB approve within thirty days of the tabling of

this report the watcr service agreement within the provisions of the Water Act ar.d thc

relevant regulations.
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16. Wbaknesses in lnformation Technology Internal Controls

During the year under review, the water company management did not have in pll:e the

following controls in regard to Information Technology (lT):

i). The Company did not have an IT strategy committee and IT steering committet:. This

may result to inadequacy in IT governance, which forms a critical part ,rf the

Company's governance structure.

ii). Lack of policies in place which cover physicat access to IT environments. This could

result in loss of information assets due to damages or theft.

iii). The Company did not have disaster management and recovery policies in place

including fi re suppression systems.

iv). 'fhe Company did not have business continuity plan and the IT continuitl plan

including an off-site back-up plan.

Consequently, it was not possible to confirm existence of adequate and effective Infontration

Technology internal controls.

Management response

i). Mr. Chairman, to comply with ICT Policy requirements, the managemettt has

constituted I I strategy committee.

iD. Mr. Chairman, the management engaged consultant and drafl ICT policy is in plrrce.

iii). Mr. Chairman, the ICT Policy contains a section on business continuity plan (sr:ction

12.0) that contains disaster management and recovery policies that will guide orr how

to respond to unplanned incidents and disruptions.

iv). Mr. Chairman, it is true the did not have disaster recovery plan.

Committee Observation :

The Committee observcd that:

i. The Company has not implcmented an ICT Policy.

ii. 'fhe Company has not established an IT Strategy committee and an

commiftee

Committee Recommendation:

The Committee recommends that:

IT St cring
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The managcment of the water company implements an ICT Policy within sixty

days of the adoption of this report; and

The management of the water company appoints both an IT Strategy comr ittee

and an IT Steering committee within sixty days of thc adoption of this repot t.

17. Lack of Staff Establishment and Scheme of Servicc

Audit review of personnel records indicated that the Company had five hundred and hienty-

one (521) employees. However, Management did not provide an approvcd cstablishme rrt and

scheme of service for audit review. In the absence of the two documents, it was not posr ble to

confirm the existence ofinternal controls on staff recruitmcnt and promotions in the Cor pany.

Management response:

There was no approved staff establishment during the year under review. However, the r:ounty

has engaged a consultancy firm to develop Human resource manual. The manual is at draft

stage.

Com mittee ()bservation :

The Committee observed that the company does not have an approved establishme-t and

schcme of service

Commiftee Recommendation :

The committee recommends that the management of the water company to ap;lrove,

adopt and implemcnt a Human Rcsources Management Manual providintl for

establishment as well as scheme of service within sixty days of the adoption of the ri port'

18. Maintenance of Payroll in Iixcel Workshects

According to payroll data provided for audit verification, it was noted that thc Company had a

total workforce of five hundred and twenty-onc (521) employees as at 30 June, 2021' It was

however noted that staff payrolls were prepared and maintained in Ms Ilxccl Workshe,:ts. It

was further noted that back-up measures were not put in place to mitigate against possible risks.
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Comrnittee Observation :

The Commiuee observed that the company does not have a payroll system

Committee Recommendation:

The Committee recommcnds that the management of the watcr company procllres a

payroll system with offsite back up to prevent loss of payroll data within sixty days of the

adoption of this rcport.

19. Weaknesses in Payroll Management

Review ofthe Company payroll processes revealed that the there was no evidence that llre pay

roll data was verified on a monthly basis and authorized by senior official. It was furthel'noted

that although the payrolls were prepared by the Company payment of net salaries and statutory

deductions was made by County Executive of Wajir. In view of the above findings, il is not

possible to rule out fraudulent transactions in the Company payroll.

Management Response:

'fhe company has started the process of acquiring a payroll system

Committec 0bservation :

The Committee observed that

ll

'Ihe Company provided no evidence that the pay roll data was verified on a mtrnthly

basis and authorizcd by a senior official.

The Company's payment of net salaries and statutory deductions was made by (lounty

Executive of Wajir.
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Consequently, the security and integrity of payroll data was not guaranteed in case of c,rmage

or loss of computers where the data is stored.

Management response

The company has started the process of acquiring a payroll system.



Committee Rccommendation:

The Committee recommends that:

II

The management of the water company procures a payroll system with olfsite

back up to prevent loss of payroll data within sixty days of the tabling ol'this

report.

Thc Governor collaborates with EACC to investigate possiblc fraud. lent

transactions in the Com pany's payroll.

Remuneration of employces to be charged as an expense of the company.

The Auditor-General carry out an audit of all employces paid comparr:d to

prcvious data and to report on any duplicate payments within the ncxt audit r:yclc.

t.

iv.

20. Lack of Dcbt Management and Bad Debt Policies

The statement of financial position as at 30 Junc 2021 reflects trade and other receir,tbles

balance of Kshs.2,683,000. It was however noted that company did not have a dcbt

management policy and policy on provision for bad and doubtful. Further, aging analysir was

not prepared to facititate cffective monitoring and collection of debts. As a resull, the

recoverability of the full amount of receivables balance of Kshs.2,683,000 could not bc

confirmed.

Management responses

The Company engaged consultant lor the development of policy manuals. The draft policy

includes CommerciaI policics and procedures.

. Commiflee Observation:

The Co,mmittee observed that:

i. The Company did not have a debt management policy and policy on provision fi:r bad

and doubtful debts

ii. Ttre Company did not perform an aging analysis to facilitate cffective monitoring and

collection of debts.
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Committce Recommendation :

The Committee recommends that:

i. The management should perform an aging analysis on the long outstan ling

receivables.

ii. The management of the water company should rcvise the company's provision for

bad debts to ensure that it is adequate.

iii. The management of the water company should engage a debt collection agcn,ly to

accelerate the recovery of the long outstanding trade receivables.

iv. Adherence to the best accounting standards and best practice on debt

managemcnt and the provisions of the Accountants Act.

21. Internal Control Weaknesses in Management of Property, Plant and Equipmenl

The Staternent offinancial position as at 30 June,2021 reflects propcrty plant and equipment

balance of Kshs.230,366,064 as at 30 June 2021.The following observations were ho'rrever

made in regard to management of non-current assets:

(i) The Company did not maintain a fixed asset register to record among other tletails

the nature, dates of acquisition, cost, unique identification number, current lalue,

current location/user, accumulated depreciation and net book value of the rrssets

owned by the Company.

(ii) The Company has not carried out revaluation of its assets since inception.

(iii) The Company docs not have an approved assets depreciation policy hence thr: basis

ofthe method ofdepreciation and rates used could not be confirmed.

In the circumstances, it was not possible to confirm how the balanccs for property plarrt and

equipment reflected in thc Financial Statements were arrived at.

Management Responses:

'lhc Company maintains nominal list of fixed assets which was submitted to the audilor for

review. The Company cngaged a consultant and has since dcveloped a draft fixed assets

management manual and fixed assets register template.

138 | .rge



The management intends to carry out revaluation of the Company assets after compilinlt the

fixed assets in the developed template.

The proposed fixed assets management manual is in draft form and provides for the

depreciation rates.

Com miftec Observation :

The Committee observed that:

i. The Company did not maintain a fixed asset register to record certain details inch.,,Jing

the nature, dates ofacquisition, cost, unique identification number, current value, cutrent

location/user, accumulated depreciation and net book value of the assets owned b1' the

Company.

ii. The Company has not carried out revaluation of its asscts since inception.

iii. The Company lacks an approved assets depreciation policy

Committee Recommendation :

The Connnittee recommends that:

i. The management of the water company should provide an updated fixed rtsset

register under the firrmat prescribed by the Public Scctor Accounting Stanc lrds

Board (PSASB) to the Auditor-General within ninety days of the adoption ol this

report for verification and review in the next audit cycle.

ii. The company should cnsure that all assets are tagged.

iii. The Office of the Auditor-General to undertake physical verification of all a ;sets

of the water company and report back to the Committec within 60 days frorrr the

adoption of this report.

iv. The Governor should engage The I ntergovern m en tal Relations Tcchnical

Committee (IGRTC) to ensure that the proccss of transfer of all assets, incltrsivc

oitUc supporting documcnts from Tana Water Works Dcvelopment Agenly' is

completed in a timcly manner.

22. Weaknesses in the Revcnue Collection System

The statement of profit or loss and other comprehensive incomc for the ye ar ended 30 .iune,

2021 reflects revenue collcction from boreholes of Kshs. 5,570,733. Review of the re',cnue
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collection system in place revealed that revenue oflicers do the revenue collection manttally.

The revenue collectors then deposit the collection from customers to the revenue bank acr:ount

using M-Pesa Pay-bill platform. However, revenue deposited to the bank account was rr:t of

operational costs for fuel and transportation incurred by the revenue collectors.

The operational costs for lucl and transportation were however not subjected to verificltion,

approvals and authorization by senior officials and were not supported by any documentary

evidence.

In the circumstance, it is cvident that thcre are no internal controls in the revenue collt,:tion

system and the Company funds is prone to misappropriation.

Managernent Responses:

Mr. Chairman, it is true that the company recorded a total of 1,157,670 cubic meters (nr3) of

water. However, the amount collected was not net of operational costs for fue and

transportation. The water supply systems used solar energy and diesel for production. The

company get support for fuel subsidy during the dry spell. No revenue spent at source tha.'. was

unsupported.

Com mittce Obscrvation :

The Committee observed that

The Company's revenue oflicers conduct revenue collection manually.

'l-he Company's opcrational costs lbr fuel and transportation incurred by the rer enue

collectors werc not subjected to verification, approvals and authorization by :;enior

ofrcials and noi supported by any documentary cvidcncc

ll

Committec Recommcndation :

The committce recommends th at:

The Governor ensurcs that thc designation of receivers of revenue in the Conrpany

arc in line with Scction 157 & 158 of the Public Finance Managemcnt Act,2lll2 as
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23, Lack of Risk Management System

An interview with the key staff revealed that the Company does not have a risk managelnent

policy. It was further noted that management did not carry out risk assessment during the ycar

under review. As such the entity could not be able to identiff, assess and control threati that

may affect achievement of its objectives.

Management Response:

Mr. Chairman, the Company engaged a consultant to develop a risk management policy, u hich

was submitted to the Board of Directors for review and approval. Currently the manag()nent

conducted risk assessment to identifl, assess and control threats that may affect achieve rnent

of the company.

Com mittee Observation :

'l'he Committee observed that

I-he Company's lacks a risk management policy.

1-he Company's lailed to carry out risk assessment for the period under rcview

Com m ittee Recom mendation

'I-he committee recommends that

The management of the water company approves and implements a risk

management policy.
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well as the Regulation 62 of the Public l-inance Management (Cotrnty

Governments) Regulations, 20 15.

ii. The management ensures strict compliance with Regulation 62 of the P'.blic

Finance Management (County Governments) Regulations, 2015 concer ring

responsibility for reven ue managcmcnt.

iii. The management reviews its rcvcnue collection system to prt:vent

m isappropriation.

t.



Il. The management of the water company carries out periodic risk assessmenti for

the Company.

24. Failure to Establish Audit Committee

The Company did not establish an Audit Committee as required by Section 155(5) of the Public

Finance Management Act, 2012 to support the accounting officers with regard to their

responsibitities for issues of risk control, govemance and associated assurance.

In the circumstances, the audit team was unable to confirm existence of effective o"erall

governance measures at the company.

Management Response:

Mr. Chairman, the County Executive has established a County Audit Committee that s.,rves

the Executive and its entities.
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Committce Observation :

The Company did not establish an Audit Committee as required by Scction 155(5) of the hlblic

Finance'Management Act, 20 12.

Committee recommendations

The Committee recommends that the query be marked as resolved as the Auditor-Getteral

confirmed there was an Audit Committee in place.
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l1-I-Ir I'ARI IAMENT 2ND SESSION

MINUTES OF THE TWENTY FIRST SITTING OF THE COUNTY PUIILIC
IIWESTMENTS AND SPECIAL I'UNDS COMMIT'TEE WITH TI{E VIT] IGA
COUNTY EXECUTIVE TO CONSIDER AL'DIT REPORTS ON IIIIE
FINANCIAI, STATEMENTS OF THE AMATSI WATER SERVI']ES
COMPANY LIMITED FOR FINANCIAL YEARS 2018/19, 2019120,20"i0121

HELD ON TUESDAY, 1S'MARCI{,2023 IN FIRST FLOOR, VIP LOUI'GE'
KENYATTA INTERNATIONAL CONVENTION CENTRE (KICC) AT 0.00
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2. Sen. Eddy Gicheru Oketch, MP

SECRETARIAT



IN ATTENDANCE

A. COUNTY GOVERNMENT OF VIHIGA

1. I'Ion. W.K Ottichilo
2. W. Ayiego Ezekiel
3. Ivft. Aggrey Musiega

4. Ivtr. Arure Desma

5. Dr. Robert Kati

6. IvIr. Josephine Nyambrtsi

7 . l,lft. Wyclifle Obuhuma

8. Mr. Harryson Ondulo

9. lvft. Bota Nyaburi
10.Ivft. Edward Luvusi
11. Mr. Benjamin Otwoko

l2.lvfr. Wasike Olesso Protous

I3.L4s. Mitchell Stika

14.IIon. David Onjiri
t5.Hon. Tirrp Paul

16. [Ion. Atsiapa Vincent
17. l/ft. Naftali Agalomba

B. OFFICE OF THE ALIDITOR GENERAL

Mr. Mark Gachanja - Auditor

MINNO.SEN/CPICSF[312O23 PRAYER

The meeting was called to order by the Chairperson at six minutes past ten O'clocl<

-followed 
by a word of prayer.

MIN NO. SEN/CPICSF113612023 ADOPTION OF THE AGENDA

The agenda of the meeting ra,as adopted having been proposed by Sen. Paul Kartrngo
'thangwa, MP and secondcd lty Sen. I-Iamida Kibwana Ali, MP, as follows -

1. Prayer
2. Adoption of the Agenda

3. Administration of oath of witness
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7. trulr. Andrew Nyairo
8. Ilft. Josphat Ng'enoh
9. Mr. John Pere

- Legal counsel
- Media Relations Officer
- Serjent-at-arms

- Governor, Vihiga County
-CS
- County Attorney
- CECM Water and Environment
- Chair - Amatsi
- BOD Amatsi
- Director Amatsi
- Internal Audit Manager Amatsi

- ICT Manager
- Ag. Managing Director
- Director Finance
- P and SCM
- MCA Vihiga
- MCA Vihiga
- MCA Vihiga
- MCA Vihiga
- HTS



4. Meeting with Vihiga County Executive to consider the Auditor General's Rlport
on the Financial Stal.ements of Amatsi Services Company Limited for the

Financial Years 20 I 8/l 9, 2019 120 and 2020/21

5. Any Other Business

6. Date of the Next Meeling and Adjoumment

MIN NO. SEN/CPICSFIL37I2O23 ADMINISTRATION OF OATH

The Hon. Governor of Vihiga County took Oath of Witness and tabled the Managt'ment

responses and supporting documents for the audit reports of Amatsi Services Conrpany

Limited for the Financial Years 2018/19,2019120 atd2020l2l.

MIN NO. SENiCPICSF I 13812023 MEETING WTITI VIHIGA COI]NTY
EXECUTTVE TO CONSIDER TTIE AI.,T[ ITOR
GEIIERAL'S REFORT ON TTIE FINAICT{L
STATEMENTS OF AMATSI SER\,TCES

COMPANIY LIMTTED FOR TTIE FINAIiCIAL
YEARS 2018y19,201920 AND ?frnDl

The following queries were considered for the Financial Year 202012L

2. Unsupported other
incomc

Electricity expenditure amounting to

Kshs. 29,542,898 was not apportioned.

fhe Company received income from

Water Service Trust Fund who are its

financiers. However, the signed

Financing Agreement or contract in
support of this funding was not

provided for audit.

The OAG informed the

Committee thit the supporting

documents rvere submitted

late, howel er the same

documents 'vere submitted

later and verilied.

The OAG informcd the

Committec that the supporting

documents were submitted

late, howe','cr the same

documents were submitted

later and veriied.
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The que:y remained

unresolved q! a variance o1'one.

(1) million could not bc

accounted fot .

Conccrn

1. lnaccuracies in Cost of
Sales



3. Inaccuracies in
Property, Plant and
Equipment

'fhe accuracy and completeness of
Property, Plant and Equipment balance

of Kshs. 363,209 could not be

ascertained.

The Commir ee noted a

capacity sh6llr:,nge with the

staffs for the C, rmpany.

The Committe e directcd the

OAG to undr:rtake physical

verification of ull assets of the

water compe ny and the

management directed to

cooperate.

The OAG informed the

Committee that the

Management drd not provide a

policy on provision for bad and

doubtful debts during the audit

however, a debt management

policy was deleloped, and it is
now available for further

review.

The que{,' rcmained
un resolved

The -OA-G informEd the

Commitlee thet the supporting

documents v,ere submitted

late.

4. Inaccuracies in Trade
and other receivables

The accuracy and completeness

trade other receivables balance

Kshs. 77, 959,654, could not

confirmed.

of
of
be

The accqragy artd validity of transfe$

from the County Government of Kshs.

21,011,350 could not be confirmed.

However, the;, have received

the schedule of Kenya Power

bills supportin;3 Vouchers and
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5. U.nsupporled Transfer
from the County
Government

The quer) remained

unresolved

The Committer: noted that the

OAG did not receive

supponing doc.rments in time.



the delivery n,)tes have now
been provided to support the

transfer, hence the query was

resolved.

After deliberation the Committee resolved as follows -

a) The Commiftee to retreat and write its report on Auditor General's Report c n the

Financial Statement of Amatsi Water Services Company Limited fo.r the

Financial years fo r 20 18 I 19, 2019 I 20 and 2020 l2L;
b) The County Executive directed to put in place a legal framework for',vater

services in the County within 60 days;

c) The Governor directed to establish a taskforce to facilitate restructurilrg of
Amatsi Water Services Company Limited to make itself sustaining;

d) The Governor to reconstitute the Amatsi Water Services Board of Directors to

improve service delivery within 60 days; and

e) Office of the Auditor General directed to confirm and verify numbgr of
employees of the Amatsi Water Services Company Limited (termanenl and

ternporary staff), the status of staff establishment and verify the authenticity of
thc schedule of payment of the contract staff paid during the Financial Year

2020/21.

MIN NO. SEN/CPICSF113')12023 ANY OTHER BUSINESS

There was no other business

MIN NO. SEN/CPICSF I I4O 12023 DATE OF NEXT
AIUOT]RNMENT

MEE'IING &

The Chairperson adjourned the meeting at one o'clock. f.he next meeting would b': held
on Wedncsday, 2nd' March, 2023 at 10:00 am.

SICNI,II)
1310412023

DATE:

(CHAIRPERSON: SEN. GODFREY ATIENO OSOTSI, MP.)
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S-:
I31.I' PAI{LIAMEN.I. 2ND SESSION

MINUTES OF THE THIRTHY FIFTH SITTING OF'THE COUNTY PIITLIC
IIWESTMENTS AND SPECIAL FUNDS COMMITTEE WITH THE BOMET
COUNTY EXECUTIVE 'tO CONSIDER THE AUDIT REPORTS ON IHE
FINANCIAL STATEMENTS OF THE BOMET WATER AND SAMTA:'ION
COMPANY LIMITED I.'OR FINANCIAL YEARS 2OI8II9, 2OI9I2O AND
2020121, HELD ON TIII,ISDAY, l2rII APRIL,2023IN FIRST FLOOR, SHI\IBA
HILLS HALL, KICC AT IO.OO A.M.

PITESENT

Godfrey Atieno Osotsi, MP
Ledama Olekina, MP
William Kipkemoi Kisang, MP
Eddy Gicheru Oketch, MP
Hamida Kibwana Ali, MP
Maween Tabitha Mutinda, MP
Miraj Abdillahi .Abdulrahman, MP

ABSENT WITH APOLO(;Y

1. Sen. (Prof.) Tom Odhiambo Ojienda, MP
2. Sen. Paul Karungo'I-hangwa, MP

SECRETARIAT

1. Mr. YussufShimoy
2. Mr. David Angwenyi
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

- Chairperson
- Member
- Member
- Member
- Member
- Member
- Member

- Vice-Chairperson
- Member

- Clerk Assistant I
- Clerk Assistant I
- Clerk Assistant III
- Clerk Assistant III
- Fiscal Analyst
- Media Relations officer
- Audio officer
- Procurement officer
- Legal counsel
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l. Sen
2. Sen
3. Sen
4. Sen
5. Sen
6. Sen

7. Sen
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10. Ms. Raisa Mwithi
l1.Mr. Matano Kataa
12.Mr. Josphat Ng'enoh
13. Mr. John Pere

IN ATTENDANCE

A. COUNTY GOVERNMENT OF BOMET

l. Hon. Barchoc.K. Hillary
2. l\/k. Andrew Kimtai Sigei
3. I\,1r. Erick Chepkwony
4. Ivk. Solomon Kimeto
5. l4r. Fredrick Ruto
6. Dr. Benard f'anui

- Research Officer
- Research Officer
- Media Relations Officer.
- Serjeant-at-arms

- Govemor
- CECM Finance
- CO Finance
- CO Water
- Ag. MD BOMWASCO
- CECM Water and Environment

B. OFFICE OF THE AUDITOR GENERAL
I . hdr. Mark Gachanj a - Office of the Auditor Gcneral

2. Henry.N. Nyandwake - Director Audit
3. Ivft. Mr. George.K. Onkwindi - DAA
C. ETIIICS AND ANTI-CORRUPTION COMMISSION
Mr. Patrick Kinoti - Liaison Officer, EACC

MIN.NO.SEN/CPICSFI2I3I2O23 PRAYER
The meeting was called to order by the Chairperson at thiteen minutes past ten

O'clock followed by a word ,rf prayer.

MIN. NO. SEN/CPICSFI2I4I2OZ3 ADOPTION OF THE AGENDA
The agenda of the meeting was adopted having been proposed by Sen. William
Kipkemoi Kisang, MP and se:conded by Sen. Eddy Gicheru Oketch, MP, as follorvs -

l. Prayer;
2. Adoption of the Agenda;
3. Administration of oath of witness;
4. Meeting with the CoDnfylxeculiVe 0f Bomet to consider the Auditor Geni:ral's

Report on the Financial Statements of Bomet Water and Sanitation Comparry for
the Financial Years 2Ct 1 8/1 9, 2019 /20 and 2020121 ;

5. /rny Other Business; and
6. Date of the Next Meeling and Adjoumment.
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MIN. NO. SEN/CPICSFI}I'IaOZ3 ADMINISTRATION OF OATH

The Governor of Bomet County took Oath of Witness and tabled the Management

responses and supporting documents for the audit reports of the Bomet Watet' and

Sanitation company Limited for the Financial Years 2018119,2019120 and2020/.il.

MIN. NO. SEN/CPICSF- 121612023 MI]E'IING WTITI BOMI'T COI.INry
EXECLrITVE TO CONSIDER TIIE AUD TOR

GENERAL'S REK)RT ON'IHI,I fl\{\t,fAl
STA'IEMI'NTS OF BOMET WA'IXR AND
SANITATION COMPANY FOR TTIE

FINANCIAL YFARS TIII}119,, 201920 AND
z0nDt

Concern Observation a rd

Ilccommcndal ions

1. Customer Deposits
'fhe Committee :rbserved that the

issue of the bz.nk charges was

adequatcly addrest;ed.

The Committee n':,ted the customers

deposits were torrowed to pay

salaries but the siime could not be

confirmed by tl e Office of the

Auditor General rOAG). The OAG

directed to do a ve :'ification and give

a status report thr: subsequent audit

cycle.

'l'he Committer: direcled the

managcment to ol,en a fixed'deposit

account bank rccount for the

customer depositt so that it accrues

interests to cater tl:r ledger fces and

with limited access to the

management.

Further the Cornmittee directed

management to l'rovide a certified

copy of CR 12 to ascertain the
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Audit Query

The Following queries were interrogated for the FinancialYear 2020121

CIAI, IJ:TATEMI.]N'I-SON

The accuracy and completeness of the

customer's deposit balance Kshs. 2,292,989

could not be confirmed.



2. Trade and Other
Reccivables

3. Unresolved Prior
Year Audit Matters

The company is owed Kshs. 203,592,386 and

the amounts continued to grow over time

thereby raising doubts on their collectability.

As disclosed in the financial statements, some

of the prior year audit issues remained

unresolved as at 30 June, 2020.

ownership of the Company within
seven (7) days.

The Commi lee directed

management fron both Kcricho and

Bomet Water Cor:rpanies to engage

and come up ra ith modalities of
settling the matt( - of pending bills

and share the sam:: to the Committee

within fourtecn I 14) days.

The Committee noted that the

Company had n<,t established debt

recovery strateg:es and measures

and directed the C'overnor to write to

the Commiftee or plans to recover

the same within 14 days. Further,

OAG directed to verifu the efficacy

of the measures and report in the

subsequent audit ::yclc.

The Committee further directed

EACC to comm(:nce investigations

and take a close Lrok into the matter.

The query rema,ned unresolved

lfhe query remarncd unrcsolved

Interventions and Resolutions

Having considered the issues raised by the Officc of the Auditor General cn the

Financial Statements of Bomet Water Company Limited for the said F-inancial 'fears,

the Committee noted that the company had serious management challenges as

demonshated by the numerous unresolved matters and directed as follows;
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The query remai ncd unres<llvcd.

The Committef observed that

management & not provide

satisfactory reasdrs for the delay in
resolving the issrlx.



1l

l

lv

vl

The Govemor to take keen interest in the company to ensure efficiency in its
operations and directed him to execute the following recommendations v,ithin
60 days;

a. Restructure its HuLman Resources to tackle the issue of overstaffin5, and

maintain a lean and efficient staff establishment;

b. Restructure its management; and

c. Measures taken to address the high Non-Revenue Water.

Within 60 days, the Governor to provide a detailed list of all stalled '.vater

projects within the county, indicated measrues to be taken to complete th<,m as

well as their operationalization;
Within 60 days, OAG;lnd the Parliamentary Budget Office to prepare a fidu,:iary
risk analysis reporl, detailing areas of financial loss and por,sible

recommendations, for considerations by the Senate and for further action;

Ethics and Anticorrup,tion Commission (EACC) to investigate the Comp,ny's
operations and file a report before the Committee;
The Counly Govemment in collaboration with the County Assembly to elract a

water legislation to support the operations of the water company; and

The Governor directecl to engage his counterpart Governor of Kericho Cour.ty in
order to amicably resolve the contested pending payables between the two

counties and submit a status report to the Committee within 14 days.

MIN.NO.SEN/CPICSFI?I7I2O23 ANYOTHERBUSINESS

MIN. NO. SEN/CPICSF I2I8I2O23 DATE OF NEXT
AIUOT]RNMENT

MFTTING &

The Chairperson adjoumed the meeting at fifteen minutes past one o'clock il the
afternoon.'fhe next meeting would be held on Wcdnesday, 13th'April, 2023 at i000

-am

26t0912023

SIGNED: .......... DATE:

(CHAIRPERSON: SEN. GODFREY ATIENO OSOTSI, MP.)
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The Committee received and noted the contents of a letter from Kenya Airports Parking

Services (KAPS) requesting to reschedule the meeting that was scheduled for Thwsday,

13ft April, 2023 andthe Committee acceded to the request.
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I1.I'II PARLIAMENT 2ND SESSION

MINUTES OF THE THIRTY SECOND SITTING OF THE COUNTY PUIILIC
IIWESTMENTS AND SPECIAL FUNDS COMMITTEE WITH TI{E T;ISII
COUNTY EXECUTIVE TO CONSIDER THE AUDITOR GENER,\L'S
REPORTS ON THE FIN,{NCIAL STATEMENTS OF TITE GUSII WA tER
AND SAMTATION COM-PANY LIMITED FOR FINANCIAL YEARS 2OIB/19,

2019t20,2020121HELD O.\ WEDNESDAY, 29rH MARCH,2023 AT THE VIP
LOUNGE, FIRST FLOOII., KENYATTA INTERNATIONAL CONVENI'ION
CENTRE (KICC) AT 10.00 A.M.

PRESENT

Godfrey Atieno Osotsi, MP
(Prof.) Tom Odhiambo Ojienda, SC, MP
Ledama Olekina. MP
William Kipkemoi Kisang, MP
Hamida Kibwana Ali, MP
Miraj Abdillahi r\bdulrahman, MP

ABSENT WITH APOI,OGY

1. Sen. Paul Karungo Ttrangwa, MP
2. Sen. Eddy Gicheru Oketch, MP
3. Sen. Maureen Tabitha Mutinda, MP

IN ATTENDANCE

Sen. fuchard Momoima Onlonka, MP

SECRETARIAT

1. Mr, Yussuf Shimoy
2. Mr. David Angwenyi
3. Mr. Erick Njogu

l. Sen
2. Sen
3. Sen
4. Sen
5. Sen
6. Sen

- Member
- Member
- Member

- Senator, Kisii County

- Chairperson
- Vicc-Chairperson
- Member
- Member
- Member
- Member

- Clerk Assistant II
- Clerk Assistant II
- Clerk Assistant III
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4. Mr. Godfrey Nyaga
5. Mr. Kennedy Owuoth
6. Ms. Raisa Mwithi
7. Il4r. Matano Kataa
8. Ms. Lucy Radoli
9. Ms. Winfred Ocholla
10. Mr. Josphat Ng'enoh
I 1. Mr. John Pere

IN ATTENDANCE
A. COUNTY GOVERNMENT OF KISII

l. Hon. Paul Simba Arati
2. .ldr. Kennedy O. Abircha
3. Ms. Lucy Wachina

4. Dr. Otucho Junior Obure

5. Mr. David Obure

6. Col. (Rtd) Moturi
7. CPA Thaddeus Mogesi

- Clerk Assistant III
- Fiscal Analyst
- Researcher oflicer
- Researcher officer
- Legal counsel
- Audio officer
- Media Relations Officer
- Serjeant-At-arms

- Governor, Kisii County

- CECM Finance
- MD Gwasco
- Chief of Staff
- Chair of the Board
- Gwasco Board Member

- Accountant

B. OFFICE OF THT], AUDITOR GENERAL

1 . Mr. Mark Gachanj a - Office of the auditor General

2. Mr. Wilson Maiyo - Director OAG

C. ETHICS AND ANTI-CORRUPTION COMMISSION

- Liaison Officer, EACC

MIN.NO.SEN/CPICS}-119712023 PRAYER
The meeting was called to order by the Chairperson at twenty three minutes past ten

O'clock followed by a word of prayer.

MIN. NO. SEN/CPICSI-119812023 ADOPTION OF THE AGENDA

The agendaof the meeting was adopte-d haVing been proposed by Sen. Ifamida Kibwana

Ali, MP and seconded by Sen. Wiliiam Kisang, MP, as follows -

1. Prayer
2. Adoption of the Agenda

3. Administration of oath of witness and 'l'abling of Documents

4. Meeting with Kisii County Executive to consider the Auditor General's Reports

on the Financial Statements of the Gusii Water and Sanitation Company l,imited

for F'inancial Years 201 8/l 9,2019120 and 2020/21.
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Mr. Patrick Kinoti



5. Any Other Business

6. Date of the Next Meeting and Adjournment

MIN. NO. SEN/CPICSF I 19812023 ADMINISTRATION OF OATH .lNI)
TABLIG OF DOCUEMNTS

l'he Hon. Governor of Kisii Counfy took Oath of Witness and tabled the Management

responses and supporting documents for the audit reports of Gusii Water and Sanilation

Company Ltd. for the Financial Years 2018/19,2019120 and2020l2l.

MIN. NO. SEN/CPICSF I I99 12023 MEETING WITH KISII COUNTY
EXECT]TIVE TO CONSTDER THE
AUDITOR GENERAL'S REPORTS, ON
THE F-INANCIAL STATEMENTS OF
THE GUSII WATER AND SANITAI ION
COMPANY LIMITED FOR FINAN( ]IAL
YEARS 2018119,,2019120 AND 2020/i I

The Following queries were interrogated for thc Financial Year 2020121-

'Ihe off,rce of the Auditor (ieneral rendered a Qualified Opinion on the following basis

1'hc accuracy of cash generated from/
(used in) operations comparative amount

of Kshs. 6,408,700 could not be confirmed

The Office of the Auditor

General (OAC ) informed the

meeting that the Journal Voucher

had been provided and that the

matter would bc resolved in the

next financial year once the

Financial Stateneht are amended

accordingly.

'fhe Committe: noted that the

mattcr was occz.sioned by serious

accounting omissions and raised

concerns on tre capacity the

finance departrrent of the water

company.
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l. Inaccuracies in the
Statement of Cash Flows

O bsen'at ion

Ilccommcndati rns

andCo ncernAudit Qicry



2. Inaccuracies in thc
Statement of Comparison
ofBudget and Actual
Amount

3. Share Capital

The accuracy and completeness of the

statcment of comparison of budget and

actual amounts for the year under review
could not be confirmed.

However, the c,tmmittee noted

that some ren:dial measures

were being takel to mitigate the

mafter and direc ed the Office of
the Auditor Ge reral (OAG) to
verif and report tn their efficacy
in the subsequen audit cycle.

The query remaincd
unresolved.

The OAG informed the

Committee thal the schedules

were provide,l but the

explanatory nc:,es were not
provided.

The Committer: directed the

management to provide all the

necessary explirnation to the

OAG, who will thereafter do a

verification and grrovide a status

update in the s.rbsequent audit

cycle.

The query remained
unresolved.

The OAG informed the

Committee that the shares had

not been trans::rred and that
shareholding stiil in the Local

defunct Authorit ss.

The Committe., directed the
Governor to have an

engagement with his

counterpart in Nyamira
County and errsure that the
transfer from the defunct
authorities to the County
Governments wts done.
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The shares ofthe Company are still owned

by the defunct Local Authorities and had

not been transferred to and paid for by the

two County Government of Nyamira and

Kisii.



4. Irregular Payments of
Dircctor's Emoluments

5. Budgetary Control and
Perfo rm ance

6. Unresolved Prior Year
Matters

The regularity of the expenditure of Kshs,

3,352,165 on Directors' emoluments

could not be confirmed.

an under-funding of Kshs.l 12,362,300 or

349u0 of the budget and under-expenditure

of Kshs. 121,175,000 or 3loZ of the

budget affected the ptanned activities and

may have impacted negatively on service

delivery on the public.

The management had not resolved the

issues or given any explanation for failure
to adhere to the provisions of the Public

Sector Accounting Standards and Board

templates.

The Governor arlmitted that this
was a fraud by the staff of the

water company and the

Committee dirr:cted EACC to

commence inve:;tigations into the

matter and rep')rt back to the

Committee with n 60 days.

The quen

unrcsolved.
rem ained

The querv
unresolved.

The Committee observed that
management has madc

progresscs to ensure compliance

on the unresolved prior year

matters.

remained

The query to be reviewed in the
su bsequcnt aurlit cycles

8. Non-remittance of
statutory deductions

The management was in breach of law and

the rcgularity of the expenditure of Kshs.

778,10Lspent on the,soft\ryare and Kshs.

411,700 incurred on the computer repair

could not be confirmed.

'l'hc Committec directed EACC
to commence investigations on

the matter with a.-view to recover
any money t hat might have

misappropriated.

Thc quel'y

unresolved'
rcmaincrl

Ttre management was in breach of the

Law for not remitting Kshs.15,012,325

relating to outstanding pension and

The OAG
Committee

c.rnfirmed

tl at they

to thc

vcrified

158 lPage

7. Irregular Procurement of
Computer Software and
Repairs Works

lhc OAG informed thc

committee that the County had

put in place r;ome mitigating
measures. Tre Committee

directed OAG to verify the

measures and report on their
efficacy in the subscquent audit

cycle.



the Company produced 3,899,123 cubic

meters of water out of which 1,618,289

were billed to customers; the balance

approximately 58% of the volume

produced represents the Non-Revenue

Water, which is 33% above the allowable

loss of 25o2.

The Committe€ observed that

management hz.s made strides

and dirccted the management to

settle the balanc,:.

The quen
unresolved

The Committer: observed that

managemcnt har: madc c lforts to
settle the balance and

management wls to apply for

waiver ol'penallies.

The Committe , directed OAG
to revicw the status of the
payments and rther mitigating
measurcs pul in place to
address the matter and provide
a status up,lated in the

su bseq u en t aullit cycle.

l-he Committer: noted that the

non-revenue wat.er was quite high

at 58% and directed the

managemcnt to submit i
comprchensivr plan within l4
days on he mitigating
measures pu: in placc to
add 1eq.s the r:1atte_r. QA() to

verify the mca$ures and report
0n their elficacy in the

subsequcnt au :lit cycle.

rcm ai ned

9. Long Outstanding Agency
Accou nts

10. Non-Rcvenue Water
(NRrV)
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provident funds deducted and other

remittances.

'Ihe aging analysis in support of the

agency account balance revealed that

creditors with a total amount of Kshs.

36,'222,699, that is 8l% of the total

balance had been outstanding.

payments made by the

management.



Other interventions and rcsolutions

The Committee resolved to -

ll

Consider the written rnanagement responses for the Auditor General's R(:ports

on the Financial Staternents of the Gusii Water and Sanitation Company Li:nited
for the Financial Years 201 8/1 9 and 2019120 during its report writing;
Ethics and Anti-Corruption Commission (EACC) requested to subtnit a

preliminary report on the ongoing investigations into the alleged fraud caries of
the following matters within Seven (7) days;

a. Irregular Payments of Directors' E,moluments;

b. Irregular Procurement of Computer Software and Repair Works; ard
c. Irregular Accer;s to the Company's Data by Software Provider.

Secretariat directe:d to prepare a legal brief on intercounty ownerslrip of
investments and options for separating the ownership.

lll

MIN. NO. SEN/CPICSF I 2IIO 12023

There was no other business.

MIN. NO. SEN/CPICSF I 201 12023

ANY OTIIIiR BUSINESS

DA IE OI.'NEXI' MIII,ITING & AIIIOUI{NI,II,]NI'

The Chairperson adjoumed the meeting at one minute past one o'clock. Tht: next
meeting would be held on Thursday, 30th'March, 2023 at 8:00 am.

19t04/2023
SIGNED:.... ... DATE

(CHAIRPERSON: SEN. GODFREY ATIENO OSOTSI, MP.)
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I3 II PARLIAMENT 2ND SESSION

PRI.]SENT

Godfrey Atieno (fsotsi, MP
(Prof.) Tom Odhiambo Ojienda, SC, MP
Ledama Olekina., MP
William Kipkemoi Kisang, MP
Paul Karungo Thangwa, MP
Eddy Gicheru Oketch, MP
Maureen Tabitha Mutinda, MP
Hamida Kibwana Ali, MP

ABSENT WITH APOLOGY

Sen. Miraj Abdlllahi Abdulrahman, MP

SE(]RETARIA'I'

l. Mr. Yussuf Shimoy
2. Mr. David Angwenyi
3. Mr. Erick Njogu
4. Mr. Kennedy Owuoth
5. Ms. Raisa Mwithi
6. Mr. Matano Kataa
7. Mr. Hillary Kipkorir
8. Ms. Winfred Ocholla

1. Sen
2. Sen
3. Sen
4. Sen
5. Sen
6. Sen
7. Sen
8. Sen

- Chairperson
- Vice-Chairperson
- Member
- Member
- Member
- Member
- Member
- Member

- Membcr

- Clerk Assistant II
- Clerk Assistant II
- Clerk Assistant III
- Fiscal Analyst
- Researcher officer
- Researcher officer
- Legal counsel
- Audio officer
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MINI]TES OF THE TWENTIETH SITTING OF THE COUNTY I'UI}LIC
IIWESTMENTS AND SPT]CIAL FUNDS COMMITTEE WITH THE COUNTY
EXECUTIVE OF KISUMU TO CONSIDER REPORTS OF THE AUDI] OR-
GENERAL ON TTIE FINANCIAL STATEMENTS OF THE KISUMU WA'TER
AND SANITATION COMPANY LIMITED FOR FINANCIAL YEARS 2OI8/19,
2OI9I2O, AND 2O2Ol21 HEI,D ON TUESDAY, 28TII FEBRUARY, 2023 IN F] RST
FLOO& VIP LOUNGE, KENYATTA INTERNATIONAL COTWENI'ION
CENTRE (KICC) AT ll.0o A.M.



9. Mr. Patrick Ngenoh
10. Mr. Josphat Ng'enoh
I l. Ms. Winfred Ocholla
12. Mr. Benard Marwara

IN A'ITENTDANCE

A. COUNTY GOVERNMENT OF KISUMU

- Govemor, Kisumu County
- CECM Finarrce Emrnmic Planing ard ICT
- MD Kiwasco
- Co -Finance Economic Planning and.{CT
- Admin Car and Mortgage
- Admin Kisumu County Education Ftrnd
- Kiwasco
- Africities Coordinator
- CECM Weccnr
- Director Accounts
- Fu-d Accor:rftrfr Kisurnu Cor:nty Fducation F'urd
- Director Audit
- Project Cordination
- City Engineer
- City Finance Officer
- Chief officer

l. Hon. Peter Anyang' Nyong'o
2. Mr. George O. Okongo
3. Mr. Thomas Odongo
4. Mr. Wilson Abiero
5. Mr. Evans Otieno
6. Mr. Daniel Okutah
1. Mr. Nicholas Moseti
8. Ms. Alice Ager
9. Mr. Yanzar M. Agwa
10.Ms. Keziah Okoth
1 1. Mr. Japheth O. Orwa
12. CPA Godfrey O. Dienya
1 3. IvIr. Charles Omollo
14.Mr. Moses Ogeda
15. Ms. Peresia Omino
16.Mr. Philip Odundo

I}. OFFICE OF'THE AUDITOR GENEITAI,

Mr. Mark Gachanja - Liaison Officer, OAG

MIN. NO. SEN/CPICSFII3OI2O23 ADOPTION OF'TIIE AGENDA

The agenda of the mecting rvas adopted having been proposed by Sen. William K.isang,

MP and seconded by Sen. f,edama Olekina, MP, as follows -

l. Prayer
2. Adoption of the Agenda
3. Meeting with the County Executive of Kisumu to consider the following n:atters:

i. Kisumu Water and Sanitation Company Limited for F-inancial Years
2018 I 1 9, 20 19 120 and 2020 /21 ;
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MIN.NO.SEN/CPICSFII29I2O23 PRAYER
The meeting was called to c,rder by the Chairperson at fifteen past eleven O'clock
followod by a word of praycr.

- Procurement officer
- Media Relations Officer.
- Audio officer
- Serjeant-at-arms



ii. Auditor General's Report on the Financial Statements of the Kisumu CormtY

Car and Mortgage Scheme Fund for Financial Years 2018/19.2019120 and
202012;

iii. Response on the Auditor General's Report on the Financial Statement o: the

Kisumu County Education Fund for the Year ended 30th June, 2021;
iv. Response on the Ar.rditor General's Report on the Financial Statement of'the

Kisumu County Covid- 19 Emergency Response Fund for the Year ended 3Oth

June,2021;
v. Response on the Auditor General's Report on the Financial Statement ol'the

Kisumu Urban Project (Project Advanced Account) - CKE 1035.01.G for the

Year ended 306 June, 2020;
vi. The list of projects funded by World Bank and Kenya Urban Support Pr,rject

in Kisumu Counly and the amount of funds involved;
vii. Detailed Information on Kisumu 42 ventures Limited;
viii. Information on the amount of money the County used in Afri-(:ities

Convention Centre and the Afri-Cities Conference that was held in Kisumu
County;

ix. Information on the Kano Rice Project;
x. Any grants received by the County for the development of Kibuye mrrket

and the Kenyatta Sports Ground and the Funds received by the Lake Rt:gion

Bloc; and
xi. Contract between the County Government of Kisumu and Oasis Doctors

Plaza on the leasing of Victoria Annex Hospital.
4. Any Other Business
5. Date of the Next Meeting and Adjoumment

MTN. NO. SEN/CPICSFII3IIZOZ3 ADMINISTIIATION OF OATH

The Hon. Governor of Kisumu County took Oath of Witness and tabletl the

Management responses and supporting annextures on the following -

ll.

IV

Reports of the Auditor-General on the Financial Statements of the Kisumu
Water and Sanitation Company Limited for Irinancial Years 2018/19,

2019120 and2020121;
Reports of the.Auditor-General Report on the Financial Statements of-the
Kisumu County Car and Mortgage Scheme Irund for Financial Years

20 18 I 19, 2019 120 and 2020 l2l :

Report of the Auditor-General on the Financial Statement of the Kisumu
County Education Fund for the Year ended 30m June,202l;
Report of the Auditor-General on the Financial Statements of the Kisumu
County Covid-19 Emergency Response Fund for the Year ended 30th June,

2021;
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MIN. NO. SEN/CPICSII I 13212023 MEETING WIIH TIIE COIJNTY
EXECUTIVE OF KISTMU TO CON}{IDER
TI{E F0LI-TOWNG MATTERS

ANCIAI, S'I'A I'IiMI,NTS E
Obscrvation antl m me ndations

E
d ery I Co n cc t'rt

1. Unsupported
Properfyl Plant and
Equipment

The asset register maintained by the

Managcment- was not updated with

asset identification number, location,

cost, depreciation rate, accumulated

depreciation, and depreciation charge

for the year and book value ofthe asset

among others.

'l'hc Committee noted that the County

Government had subn,itted an updated

asset register. I-{oweve r, the Committec

found the information submitted to be

inadequate and directe<l that within scvcn

(7) days from the date rrf the meeting, the

County Government Irrovides adequate

information to the Offi;e of the Auditor-
Gcneral for verificatiorr.
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Report of the Auditor-General on the Financial Statements of the Kisumu
Urban Project (Project Advanced Account) - CKE 1035.01.G for tht; Year

ended 30n Junc, 2020;
The list of projects funded by World Bank and Kenya Urban Support f,roject
in Kisumu Courll and the amount of funds involved;
Detailed Information on Kisumu 42 ventures Limited;
Information on the amount of money the County used in Afri'Cities
Convention Centre and the Afri-Cities Conference that was held in Kisumu
County;
Information on the Kano Rice Project;
Any grants received by the Counfy for the development of Kibuye rrarket
and the Kenyatta Sports Ground and the Funds reccived by the Lake F.egion

Bloc; and
Contract betweer. the County Government of Kisumu and Oasis Drlctors

Plaza on the leasing of Victoria Annex Hospital.

lX.
x.

xi.

The Office of the Auditor-(ieneral indicated that the County Government ma(te late

submissions of managemenr responses and supporting documents for the audit reports

of the Kisumu Water and Sanitation Company Limited for Financial Years 2018/19,

2019/20 and 2020121 and thus auditors had limited time to carry out the verificalion.

Reports of the Auditor-()eneral on the Financial Statements of the Kisumu ',Vater

and Sanitation company Limited for Financial Years 2018119, 20l9l2ll and
2020121.

The Following queries rverc interrogated for the Financial Year 2020121

ITF],Po&I ON



2. Unsupported
Provision for bad
dcbts

3. Non-Compliance with
the Public Sector
Accounting Standards
Board Requirements

The basis for provision for bad debts

was worth Kshs. 48,986,667 not

supported given that most of the

customers are schools. The duration the

debts had outstanding was not

disclosed as well the measures taken to

collect them.

The water company failed to adhere to

the provisions of the Public Sector

Accounting Standards Board (PSASB)

templates.

Upon verification, OAG to provide a

status update on the ntatter to the

Committee within seven (i ) days.

Query remained unresolved
'Ihe Committee noteri that the

management had made eflrlrts to recover

some debts. I{owever, the recovered and

outstanding amounts rema'ned unclear.

The committee, within scven (7) days

from the date of the meetitrg, directed the

management submit to thl Committee a

report with a clear bree kdown of the

recovered and outstandinll debts.

Que ry rcmained unresolved

The committee not('d that the

Management had not received new

templates at the time o i' audit but has

since acquired them.

The committce rlirected the

management to use the new templates
going forward.

Query was considered re iolved

The OAG confirmcd that the

Management had provi,led an accounts

register with bank conllrmation letters

and verified.

The Cornrn ittee consirlered the -query
resolved.

The committee observ::d that the Non-

Revenue Water excecded thc sector

benchmark of 25%o ar; per the Water

5. Non-compliance with
the Law on Non-
revenue Water

The Company did not maintain a

register of bank accounts, contrary to

Section 87 (3) of the Public Finance

Managernent (County Governments)

Regulations, 201 5 which requires each

public entity to maintain-a register'on

bank accounts. Although eight (8)

accounts were disclosed in the financial

statements, it was not possible to

confirm that these were the onlY

accounts operated by the CompanY.

The waler Company had Non- Revenue

Water of 3,012,699 cubic meters, that

is 3 1% of the total water produced
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4. Lackofllank
Accounts Register



resulting in an estimated loss of Kshs.

17, 848, 244 at a rate ofKshs. 30 per

cubic meter.

Total receivables balance as per the

financial statements was Kshs.

254,915,'.133 out of which Kshs. 8,372,

163 denoted prepayments and deposits.

I-Iowever, supporting documents such

as detailed schedules and invoices for
the deposits were not provided for audit

review.

Services Regulatory Bord (WASREB)

Guidelines.

The committee rlirected the

management to put in place measures

to tackle the Non-Reverrue Water, that
is both the physical a rd commercial
losses. OAG to verify thr: measures and

report on their effeclr.veness in the

su bsequent audit cycle.

The Committee noled that the

receivables had remair ed outstanding

over a long period ar d directed the

management top put in place recovery

measures. OAG to verifo the

effectiveness ofthe meaiures and report

on their effectiveness in the subsequent

audit cycle.

The Committee resoived b consider written management responses for the querie, not
considered during the meeting. ljurther, the Committee to engage the Cor.rnty

Govemment in the event any itcm in the response became unclear.

MIN. NO. SEN/CPICSFII33I7O23 ANY OTHER BUSINESS

There was no other business

The Chairperson adjoumed the meeting at half past two o'clock. The next mer:ting
would be held on Wednesday, 2nd'March, 2023 at 10:00 am.
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Thc Following queries werc interrogated for the Financial Year 2019120

luil,oRl'roN'l l I u.t't N CIAI, S'I"\'I' t.]NT IiNI'S
Obscrvation and Recoi rniendationsAudit (loncerd

MIN. NO. SEN/CPICS F I 13 4 12023 DA'TE OI-NEXT MEETING & ADIOI]RNMENT

l. Unsupported Tradc
and other Receivables



SIGNEI)
26/09/2023

DATE:.......

(CIIAIRPERSON: SEN. GODFREY ATIENO OSOTSI' MP.)
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13TII PARLIAMENT 2ND SESSION

MINUTES OF THE THIRTY FIRST SITTING OF THE COUNTY PIJBLIC
INYESTMENTS AND SPECIAL FUNDS COMMITTEE WITH THE KW\LE
COUNTY EXECUTIVIi TO CONSIDER AUDIT REPORTS ON :'HE
FINANCIAL STATEMEN'IS OF THE KWALE WATER AND SEWEfuI.GE
COMPANY LIMITED FOR FINANCIAL YEARS 2018/19, 2019120,2024D1
HELD ON TUESDAY,23T'II MARCH,2023 IN FIRST FLOOR, VIP LOLI}GE,
KENYATTA IN'TERNATIONAL COIWENTION CENTRE (KICC) AT 10.00

A.M.

PITESENT

L Sen. Godfrey Atieno Osotsi, MP
2. Sen. Ledama Olekina, MP
3. Sen. William Kipkemoi Kisang, MP
4. Sen. Eddy Gicheru Oketch, MP
5. Sen. Maureen'Iabitha Mutinda, MP
6. Sen. Hamida Kibwana Ali, MP
7. Sen. Miraj Abdillahi.,\bdulrahman, MP

ABSENT WII'H APOI,O(;IY

1. Sen. (Prof.)Tom Odhiambo Ojienda, SC, MP
2. Sen. Paul Karungo Thangwa, MP

IN ATTENDANCE

Sen. Raphael Chimera, MP

SECRETARIAT

1. Mr. Yussuf Shimoy
2. Mr. David Angwenyi
3. Mr. Erick Njogu

- Vice-Chairperson
- Member

- I.'riend of the Committee

- Clerk Assistant II
- Clerk Assistant II
- Clerk Assistant III
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- Chairperson
- Member
- Member
- Member
- Member
- Member
- Member



4. Mr. Godfrey Nyaga
5. Mr. Kennedy Owuoth
6. Ms. Raisa Mwithi
7. Mr. Matano Kataa
8. Ms. Lucy Radoli
9. Ms. Winfred Ocholla
10. IvIr. Josphat Ng'enoh
I l. Ivft. John Pere

IN AT'I'ENDANCI'

A. COUNTY GOVERNMENT OFKWALE

l. Hon. Fatuma Achani
2. Ms. Sylvia Chidodo

3. IvIr. Hemed R. Mwabuuzo
4. Mr. Bakari H. Sebe

5. Nft. William Jetu

6. Ivk. Erick Parmet

7. W. Alex Onduko

8. tr[r. Abbas Ngendo
9. I{r. Steven Safari

10.l,ft. Joshua Mdoe

- Clerk Assistant III
- Fiscal Analyst
- Researcher ofltcer
- Researcher officer
- Legal counsel
- Audio officer
- Media Relations Officer
- Serjeant-at-arms

- Govemor, Kwale County
- County Secretary

- CECM Water Services

- CECM Finance
- Finance Manager
- Managing Director
- CO Finance
- P. Accountant
- Intemal Auditor
- COS

B. TURKANA COT]NTY ASSEMBLY
1. [Ion. Philip Ekuwam - Deputy Speaker

2. Itron. Ewei Michael - Member of the County Assembly

3. Hon. Mary Nakapwan - Member of the County Assembly

4. Itron. Samuel Aliwo F,limlim - Member of the County Assembly

5. I!&. Patrick Tiuko Eng'eri - Director Legislative Services

6. Ms. Roseline Aite Onakuta - Depury Director Legislative Services

7. Mr. Lokwee Jacob - Principal Clerk Assistant

C. OFFICE OF THE ATIDITOR GENERAL

Mr. Mark Gachanja Liaison Officer, OAG

D. ETHICS AND ANTI-CORRUPTION COMMISSION

Mr. Patrick Kinoti - Liaison Officer, EACC
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MIN.NO.SEN/CPICSFI19IIZO23 PRAYER
The meeting was called to order by the Chairperson at twenty nine minutes past tetr

O'clock followed by a word of prayer.

MIN. NO. SEN/CPICSFII9aIZOZ3 ADOPTION OF THE AGENDA

The agenda of the meeting was adopted having been proposed by Sen. William Kisang,
MP and seconded by Sen. Ilarnida Kibwana Ali, MP, as follows -

1. Prayer
2. Adoption of the Agenda
3. Administration of oath of witness and Tabling of Documents

4. A4eeting with Kwale County Executive to consider the Auditor General's Rr:port

on the Financial State:ments of Kwale Water and Sewerage Company Ltd. For

the Financial Years 20 I 8/1 9, 2019/20 and 2020121 .

5. Any Other Business

6. Date of the Next Meeling and Adjoumment

MIN. NO. SEN/CPICSFII93I?O23 ADMINISTRATTON OF OATH ,\ND
TABLING OF DOCUMENTS

'lhe Hon. Governor of Kwale County took Oath of Witness and tabled the Managt:ment

responses and supporting documents for the audit reports of Kwale Water and Seu erage

Company Ltd. forthe Financial Years 2018/19,2019120 and2020/21.

The Office of the Auditor General indicated that the County Government submittcd the

management responses and supporting annextures for the audit reports of the ](wale

Water and Sanitation Company Limited for Financial Years 2018/19,2019120 and

2020121 within the stipulated time and that they had verified the management rcs )onse.

MIN. NO. SEN/CPICSII I 19412023 MEETING WTTTI K\ryALE CI]L]NTY
EXECUTIVE-TO CONSIDER TTIE AT]I)ITOR
GENERAL'S REFORT ON THE FINANCIAL
STATET{ENTS OF KlilALE WATFII AND
SEWERAGE COMPAT.{Y LTD. FOT: TIIE
F'INANCIAL \'EARS aOIUI9, 2O19DII AND
2UNDI
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Consideration of Audit Report forKwale Water and Seweragc Company Limited

for Financial Year 2020121

The v:riance of Kshs.45784,680 in respect of cost

of bulk water was not explained or reconciled.

The ageing analysis of the trade and other

receivables balance of Kshs. 230,942,074 wx nol
provided for audit verification.

The Office of the Auditor General

(OAG) informed the r::ommittee that the

management did not address the query

since the financial l,',atement was not

reflecting the corn:ct position. The

management was ditecte d to make the

neccssary adjustmenls to the financial

statements.

'I'he query remaine, ' unresolved

Thc OAG informed :he Committee that

the water Compary has submitted

documents 10 the iatisfaction of the

auditor in addressinl. the query.

Kshs.5, 982,991 owed to Water Services

Regulatory Board (WASREB) not supported by

bills or a statement from the creditor.

Kshs.37, 276,860 owed to Coast Water Works

Devolopment Agency. However, records

mairrtained by the Agency indicated the balance

owed by the Company as Kshs.695, 725,546,

resulting in un-reconciled and unexplained

variance of Kshs.658, 448,686
'[he Management did not provide evidence in

support of the capital reserve balances Kshs.

36,'t 19,864.

The Company had an operating loss of
Kshs.15,088,834 and a negative working capital of
Kshs.75,158,273 an indication that t}e Company

may not be able to settle its obligation as and when

they fall due. Management did not disclose the

The Committee mfked the query as

resolved. I
Thc OAG informed he Committec that

that the query rcmained outstanding as

the variances could rot bc ascertained.

'fhc Committee directed the

management to er iage thc OAG to

reconcile the figun:s in the query and

report to the Commrttee within 14 days.

Thc query rcmainetl unresolvcd.

'fhe Committee di, :cted the Company

to write off thc ebt subject to thc

Board's decision a d the matter to be

reported to the C,mmittee within l4
d ays.

Thc query was co ,sidered resolved

The Committee nfted that 40% of the

bulk water prodrla by Coast Water

Agency was 4sumed by Kwale

County whereas {X *." consumed by

Mombasa Coun{. However, Coast

Water bill 100{ to Kwale Water

Company. The Clnmittee directed the
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1. Unreconciled Variance
in Cost of Bulk Water

2. Lack of Receivables
Ageing Analysis

3. Unsupported Trade
Payables

5. Failurc to Disclose
Material Uncertainty
Relating to Going
Concern

(lonr:ern,\udit Qu€n'

4. Unsupported Capital
Reserve

()bservation an I

li.econr m cnrlati, ns



6. Unresolved Prior Year
Matters

8. Non-remittance of
statutory deductions

9. Unauthorized
Expenditure

Prior year audit issues remained unresolved as at

30 Jrrne, 2021 and the management did not

proviCed reasons for the delay in resolving the

prior year audit issues.

County Government logether with the

OAG to engage Coast Water Agency to

resolve the matter of Coast Water

charging 100% t: Kwale water

Company for the wat:r that is consumed

by Kwale and Momtasa Counties and

report back to the t.lommittee within
14 days,

The OAG confirmec that at the timc of
audit the Certificafu: on the audited

accounts had not been issued to

Kwawasco by the of ice for two years as

the office due to trar sition issues.

Non-revenue water at 62% which is higher than the

25o/t loss allowable by the Water Service

Reg,:latory Board (WASREB) guidelines.

Management was in breach of the law following

unremitted statutory deductions from Board

Members' allowances, PAYE and withholding tax'

'fhe Committee re:ommended to the

management that going forward

considers and addreses issues raised in

the draft managema nt letter, as well as

those raiscd by inlemal auditors and

resolve the audit issues there in.
'fhe Management u x directed to put in

place a comprehen,ive mitigation plan

to reduce the No't-revcnue water to
within thc accepurble thrcshold. The

OAG directed to rc vicw the efficacy of
the measures turd report in the

subsequent audit cy cle.

fhe query remaine;l unrcsolved

The OAG confirmr:d that rcmittance of
statutory dcductiot has been resolved as

per the payment a5 -eement entered with

KRA.

However, the auftor is yet to recelve

bank statement{ and receipts for
verification. I

'[he {ommittee r,onsidered the matter

resolved subjecl to submission of
supportive evider ce of payment of the

principle amoun, of Kshs.15,789,234

and conesponder ce with KRA seeking

waiver of penal:ies to the OAG for
verification.

The Commitlr:e directed the

managemcnt to ot)serve strict adherence

to the laid down procedures as per the

Law in the utilization of funds for

material uncertainty related to going concem or

measures taken to mitigate this.

7. Non-Revenue Watcr

Management was in breach ofthe law lor the over-

expenditure of Kshs.17,166,353 or 8% of the

budgeted amount without Board's approval.
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The ICT intemal controls and general IT
environment lacked an IT Strategic Committee, IT
strategic plan, data back-up, tested emergency

procedure and data recovery plan. Further, the ICT
Section appeared o be understaffed as it had only

one staff member.

1'he query was consi,jcred resolved

The Committee con iidcred the matter
resolved subject lo submission of
evidence of Board approval to the

Committe e within l,l days,

Other Interventions and Resolutions

The Committee resolved to -

II

Consider the written management responses of the Auditor General's Repor.s on

the Financial Statements of the Kwale Water and Sewerage Company fo:' the

Financial Years 2018/19 and20l9l20 during its report writing; and

Consider conducting a field visit to Kwale County at future date to verify issues

presented in their management responses.

MIN. NO. SEN/CPICSFII95I2O23 ANY OTIIER BUSINESS

The Committee was informed of a letter Reft TNT/CONF51/07F (50), datedZTth M;rrch,
2023,received by the Office of the Clerk of the Senate on 28th March,2023, frorrr the
Principal Secretary (PS), The National Treasury requesting the Commiftee to reschr:dule

its meeting that was schedulecl for Friday, 3l't March, 2023 to Thursday, 30th M:rrch,
2023.

The Committee acceded to the request by the PS, National 'l-reasury and resolv::d to

reschedule the meeting to Thursday, 30th March, 2023 at 8:00 am.

The Secretariat was tasked tc, communicate the same to the office of the Control er of
budget and the office ofthe Clouncil ofGovernors, which had been invited to appcar in
the same meeting.

DATE OF NEXT
AIUOUITNMENT

10. Lack ofICT controls
and Policy Documents

activities not factonld in the original
budget.

The OAG confirmed that the

management had irstituted the ICl-
deparlment to be in Iine with thc

company's strategic rnd business plan.

MIN. NO. SEN/CPICSF I 19612023 MF]IiIING &

The Chairperson adjourned the meeting at fwenty-thrce minutes to two o'clock. The
next meeting would be held on Wednesday, 29s'March, 2023 at l0:00 am.
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SIGNED:

(CHAIRPERSON: SEN. GODFREY ATIENO OSOTSI, MP.)

14/01/2023
DATE:
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I3TH PARLIAMENT 2ND SESSION

MINUTES OF THE FIF'TY EIGTH SITTING OF THE COUNTY PUBLIC
INVESTMENTS AND SPECIAL FUNDS COMIVtrTTEE WITH THE COUI'{TY
EXECUTIVE OF WAJIR TO CONSIDER REPORTS OF THE AUDITOR-
GENERAL ON THE FINANCTAL STATEMENTS OF WAJIR WATER I\ND
SEWERAGE COMPANY LIMITED FOR FINANCIAL YEARS 2OI]1I9,
20t9t20 AND 2020/21, HELD ON TUESDAY, 6'tt JUIIE, 2023 AT THE VIP
LOUNGE, FIRST FLOOR, KICC AT IO.OO A.M.

PRESENT

Godfrey Atieno Osotsi, MP

@rof.) Tom Odhiambo Ojienda, MP
William Kipkemoi Kisang, MP
Paul Karungo Thangwa, MP
Hamida Kibwana Ali, MP
Miraj Abdillahi Abdulrahman, MP
Maureen Tabitha Mutinda, MP

ABSENT WITH APOLO(:;Y

IN ATTENDANCE

Sen. Mohamed Abass, MP

SECRETARIAT

1. Mr. Yussuf Shimoy
2. Mr. David Angwenyi
3. Mr. Erick Njogu

l. Sen
2. Sen
3. Sen
4. Sen
5. Sen
6. Sen
7. Sen

- Chairperson
- Vice-Chairperson
- Member
- Member
- Member
- Member
- Member

- Member
- Member

- Senator Wajir County

- Clerk Assistant I
- Clerk Assistant I
- Clerk Assistant III

Or

at st$

1. Sen. Ledama Olekina, MP
2. Sen. Eddy Gicheru Oketch, MP
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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
11. Mr. Matano Kataa
12. Mr. Josphat Ng'enoh
13. Mr. John Pere
14.Mr. Njirui Murimi

IN ATTENDANCE

A. COUNTY GOVERNMENT OI,- WAJIR

L FCPA Ahmed Abdullahi
2. Mr. Mohamud Abdi
3. Mr. Roble Ahmed
4. Mr. Naoma Ibrahim
5. NIr. Siyad Samson

6. I4r. Habon Gure
7. l../k. Khalif Hussein

8. tvlr. Ilhan Abass
9. Mr. Abdullahi Abdi

- Clerk Assistant III
- Fiscal Analyst
- Media Relations offrcer.
- Audio officer
- Procurement officer
- Legal counsel
- Research Officer
- Research Officer
- Media Relations Officer
- Serjeant-at-arms
- Attachee

- Governor
- CECM Water Services

- Asst. MD. WASWOSCO
- County Attorney
- WASWASCO
- WASWASCO
- Ass. DSCM
- CGW WASWASCO
- Supply Chain Officer

B. OFFICE OF THE AT]DITOR GENERAL
l. IW. Mark Gachanja - Liaison Officer
2. Dr. Jackson Ndungo - Asst. Acct. General

3. Mr. Harrie Njoroge - Director OA(i
C. ETHICS AND ANTT-CORRUPTION COMMISSION

Mr- PatrickKnoti - I-iaison Off,cet, E:\eC

MIN.NO.SEN/CPICSFI3'2I}O23 PRAYER
The meeting was called to order by the Chairperson at thirty minutes past ten O't:lock

followed by a word of prayer.
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MIN. NO. SEN/CPICSFI3'3,IIO23 ADOPTION OF'THE AGENDA

l. Prayer;
2. Adoption of the Agenda;
3. Administration of oath of witness and Tabling of Documents;

4. Meeting with the County Executive of Wajir to consider the Auditor-Gene:'al's

Reports on the Financial Statements of Wajir Water and Sewerage Company

Limited for Financial )'ears 20 I 8/ 1 9, 2019 I 20 and 2020 121 ;

5. Any Other Business; and

6. Date of the Next Meeting and Adjoumment.

MIN. NO. SEN/CPICSFI354I2O23 ADMINISTRATION OF OA'TH

The Govemor of Wajir County took Oath of Witness and tabled the Manage:nent

responses and supporting documents for the audit reports of the Wajir Water and

Sewerage Company Limited for financial years 201 8/19 , 2019/20 and 2020/21 .

MIN. NO. SEN/CPICSF 135512023 MEETING WITH TIIE COI.INTY
EXECUTIVE OF WA.IIR TO CONSIDER TIIE
AT]DITOR GET..{ERAL'S REPORT ON T}IE
FINANCTAL STATEMENTS OF \\A"]IR
WATER AND SEWERAGE COMI'AIIY
LIIVIITED FOR TTIE FINANCIAL Y.hRS
t0R 201M9, m I ln AND 2AN2l.

The Auditor-General renderr:d a Disclaimer of opinion on the financial stateme rts of
Wajir Water and Sewerage Company I-imited. The auditor was unablc to obtain

sufficient information to warrant an opinion - This is the worst form of opin ion.

'[he key audit matters indude:

a) Non-Submission of Prior Ycars Financial Statements and thc Audit rf the

Comparative Balances - Review of records revealed that the Compan'r was

incorporated in 2013 however, management had not submitted for autlit the

financial statements for the financial years ended 30 June 2016, 2017 ,2018. 2019

md2020.
b) Presentation of the Financial Statemcnts - 'Ihe financial statements, had a

number of anomalies.

777 lP age

The agenda of the meeting was adopted having been proposed by Scn. Hamida Kibuana
Ali, MP and seconded by Sen. William Kipkemoi Kisang, MP, as follows -



c) Inaccuracies of the Financial Statements - Thc statement of profit or loss lnd
other comprehensive income reflects county development expenditure of Kihs.
60 million, as disclosed in Note 9 to the financial statements.

The Following queries were interrogated for the Financial Year 201812019

The Wajir Water and Sewerag,e Company Limited

Concern Observation an rl

Recommendati, rns

1. Material Uncertainty
Relating to Going
Concern

The statement of profit or loss and other

comprehensive income reflects a deficit of
Kshs. 413,268,608 thereby decreasing the

revenue reseryes balance by Kshs.413,268,
608.

The Committee noted that no

meiisures had beer put in place by

the management l.o improve the

financial health of the water

company.

The Committee further noted that

the company's exjstence depended

upon support fo'm the County

Government, r:reditors and

development partnrrs.

Upon consideration, the Committee gave the following recommendations;

lll The Governor to take) keen interest in the management of Wajir Water and

Sewerage Company Limited and take charge over its operations:

The Governor to submit the human resource audit report and the measures laken

to ensure the water company has lean and efficient staff;
Within 14 days from the datc of the meeting, the Governor undertakes asset

mapping of all assets and liabilities of the water company and submit an ul)date

asset register;
Within 60 days from the date of thc meeting, the Office otthe Auditor-General
and the Parliamentary Budget Office to prepare a fiduciary risk analysis re port,

detailing areas of financial loss and possible recommendations for consideration

by the Senate and for further action;

Within 30 days fronr the date of the meeting, the County Governmetrt in
collaboration with the County Assembly to finalize the enactment of the Cr:unty

Water Legislation to support the operations of Wajir Water and Sew::rage

Company Limited;

lv

vl

vll
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Audit Query

titiPoR'[ oN'fHIi AI, S'I'ATF]MI,]NTS

The query remair ed unrcsolvcd.

Further the current liabilities of Kshs. 596,

039, 088 exceeded the current assets ofKshs.
2, 7tt3, 516 resulting to a negative working
capital of Kshs. 593, 245, 572.
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Widlin 60 days from the date of the meeting, the Govemor to submit to the

Committee comprehensive measures taken to tackle the issue of the high Non-

Revenue Water that stands at 82%. Further, the Govemor in collaboration rvith

the Ethic and Anticomrption Commission (EACC) to investigate the issuo of
Non-Revenue Water to assess the possibilify of illegal connections and cor:upt

practices;

The Governor to finaliz.e the reconstitution of the Board of Directors withitl 30

days from the date o[thre meeting;
The management of the water company to prepare all financial statements, Iiom

Financial Year 2020121 onwards, of Wajir Water and Sewerage ComJrany

Limited and submit for audit in line with the law;

EACC to commence investigations into the past operations of the water coml)any

and file a preliminary report with the Committee;

Tlre County Government to submit information on grants received by the corrnty

in the water sector and the donor partners involved, indicating the infrastrur:ture

developed carried using the grants; and

Within 14 days from the date of the meeting, the Governor to submit evidence

of closure of the bank accounts formally used to receive conditional grants

MIN. NO. SEN/CPICSF135612023 ANY OTHER BUSINESS

Itse uas nc ottrer b.lsiness

MIN. NO. SEN/CPICSFI3S7IaO23 DATE OF NEXT MEETING &
AIUOI]RNMENT

The Chairperson adjourned the meeting at ten minutes to one o'clock. The next mceting

would be on Thursday, 8th June, 2023.

6trv2023

(CHAIRPERSO\: SEN. GODFREY ATIENO OSOTSI, MP.)
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I3I'II PARLIAMENT 1ST SESSION

MINUTES OF THE EIGHTH SITTING OF THE COUNTY PUBLIC
INVESTMENTS AND SI'ECIAL FUNDS COMMITTEE TO CONSII)ER
REPORTS OF TIIE AUDITOR-GENERAL ON THE FINANCTAL
STATEMENTS OF NYERI WATER AND SANITATION COMPANY LIMI'fED
AND OTHAYA-MUKURWE-INI WATER SERVICES LIMITED ]JOR
FINANCIAL YEARS 2OI8,II9,2OI9I2O AND 2O2OI2I HELD ON WEDNESI)AY,
22ND NOVEMBER, 2022 AT THE BOARDROOM RED CROSS BUILDING,
F'IRST FLOOR, PARLIAI\TENT BUILDINGS AT IO.OO A.M.

PRESENT

l. Sen

2. Sen

3. Sen

4. Sen

5. Sen

6. Sen

Godfrey Atieno Osotsi, MP
Ledama Olekina, MP
Paul Karungo Thangwa, MP
Eddy Gicheru Oketch, MP
Maureen Tabitha Mutinda, MP
Hamida Kibwana Ali, MP

- Chairperson
- Member
- Member
- Member
- Member
- Member

- Vice-Chairperson
- Member
- Member

- Clerk Assistant II
- Clerk Assistant II
- Clerk Assistant III
- Research Officer
- Research Officer
- Fiscal Analyst
- Legal counsel
- Media Relations officer

ABSENT WITI-I APOI,OI]Y

l. Sen. (Prof.) Tom Odhiambo Ojienda, SC, MP
2. Sen. Miraj Abdillahi Abdulrahman, MP
3. Sen. Mtuango James Kamau, MP

SECRL'TARIAT

1. Mr
2.Mt
3. Mr
4. Ms
5. Mr
6. Mr
7. Mr
8. I"{r

Yussuf Shimoy
David Angwenyi
Erick Njogu
Raisa Mwithi
Matano Kataa
Kennedy Owuoth
Hillary Kipkorir
Josphat Ng'enoh
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9. Ms. Winfred Ocholla
10. IvIr. Patrick Ngenoh
I 1.Ivfu. John Pere

L N4r. Fredrick Ondiek
2. Mr Alex Ndungu
3. Mr. David K. Cherono
4. Mr. Mark Gachanja

- Audio officer
- Procurement officer
- Serjeant-At-Arms

IN ATTENDANCE

A. COUNTY GOVERNNIENT OF NYERI

l. Hon. Mutahi Kahiga Mwalimu Edward - Governor, Nyeri County

2. Mr. Fredrick Wanjohi Kinyua - CECM
3. Mr. Patrick M. Karinga - Chairman, NIYEWASCO

4. Eng. Peter Kahuthu - NIYEWASCO
5. Mr. Francis K. Kiura - Chief Manager Commercial Services

6. Mr. Kimani Rucuiya - County Attorney
7. Mr. Felix Githae - Manager I Audit
8. Ms. Eva Mwangi - Executive Assistant
9. IvIr. Robert Thuo - CECM Finance

l0.lvts. Keziah Nyambura - Manager, Legal NYEWASCO
I 1. Nls. Joyce Munira - NYAWESCO
12. tr1G. Mercy Gathogo - Snr. Officer Finance

13.Ms. Pauline W. Ndegrva - Chief Officer Water

14. l/ft. Moses N. N. Munyi - Managing Director OMWASCO
15.N&. Arthur Mukira - Chair OMWASCO
16.lvt. Paul Wambugu - Chief of Staff
17.lUi. Peter Ndirangu - Commercial Manager

I}. OFFICE OF THE AUDITOR GENERAI,

- Principal Auditor
- Deputy Director of Audit
- Director of Audit
- Auditor

MIN/SEMCPICSF/53/2022 PRAYER
The meeting was called to order by the Chairperson at half past ten O'clock follr'wed

by a word of prayer.

MIN/SEN/CPICSFI54I2O22 ADOPTIONOFTI{EAGENDA
The agenda of the meeting was adopted having been proposed by Sen. Eddy G icheru
Oketc[ MP and secondcd by Sen. Ledama Olekina, MP, as follows -
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1

2

J
4

. Prayer

. Adoption of the Agenda

. Administration of Oath
Meeting with the county F)xecutive of Nyeri to consider Reports of the Audilor-
General on the financial statements of Nyeri Water and Sanitation Company Limited
and Othaya-Mukurwe-ini Water Services Limited for liinancial Years 2018119,

2019/20 and2020l2l
Any Other Business
Date of the Next Meeting and Adjournment

MIN/SEN/CPICSF/55/2022 ADMINISTRATION OF OATH
The Hon. Governor of Nyeri County took Oath of Witness and tabled the Managenent

responses and supporting dor:uments for the audit reports of the Nyeri Water and

Sanitation Company Limited and Othaya-Mukurwe-ini Water Services Limited for

Financial Years 20 I 8/1 9, 2019/20 and 2020121.

The OAG indicated that the county Government made late submissions of managelnent

responses and supporting documents for the audit reports of the Nyeri Water and

Sanitation Company Limited and Othaya-Mukurwe-ini Water Services Limited fcr the

Financial Years 2018/19,2019/20 and2020/21and thus they had limited time to rerifu
all the responses.

MIN/SEN/C PICS\- I 5 6 I 2T122 MEETING WITII TTIE COI NTY
EXECUTIVE OF IT{T/ERI TO CONSIDER
REPORTS OF TIIE AUDITOR4ENER.A L ON
.IIIE FINANCIAL STATEMENTS O}' N YIT,RI

WATER AND SANITATION COM.'ANY
LINtrlED AND OT}IAYA-MTIKT,IRVE.INI
WATFR SF,II\ICBS I,IMITED FOR
I.'INANCIAL \I.]ARS 201&/19, 201920 AND
2tn$Dl

l. NyeriWater and Sanitation Company Limited
The following queries were interrogated for the FinancialYe'ar 2020121

5

6

l. Lack of ownership
documents and updated
Asset Register.

Asset Register was not fully updated since

some Assets did not have Asset Numbers,

Registration of five (5) motor vehicles

missing while the Motorcycle registration

The Office of :he auditor General

(OAG) had not physically verified

the Asset Ilegis:er.
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Obscrvation and

Itccomme nd rtions
C'.)ncernAudit Qucry



1. Staff
Diversity

Ethnicity

number KMEK 399N appeared three times in

the asset register.

Basis for doubtful debts of Kshs. 41,940,699

was not disclosed in the Financial Statement

or explained.

96.90/o of the employees comprise of one

ethnic community contrary to section 7 ( l)
and (2) of the National Cohesion and

Integration Act, 2008.

3 I employees earned net salaries which were

less than one third ofthe Basic Salary contrary

to Section 19 (3) of the Employment Act,

200'7.

l-he Committee direr:ted the OAC to
veriff the Asset ret:ister within l4
days from the date of the meeting

and provide a statui. update on the

same.

The OAG, within l,l days from the

date of the meeting was directed to
veriff the ageing analysis lor the

trade receivables :rnd advise the

Committce.
'Ihe Committee nolr:d that Company

had not received ()AG Certificates

for the previous two Financial
periods due to tranr rtion issues at the

OAG. The Commrttee directcd the

County Covernmt nt of Nyeri and

thc OAG to engaee and resolve the

matter within l4 days from the date

of the meeting. C AG to provide a
status update on lhe matler in the

subsequent audit c'ycle.

The Committet' directed the

Covcrnor and the lloard of Directors

to make delibcrate eff,orts to
progressively conrply with section 7

(l) and (2) ofthe \ational Cohesion

and Integration Act, 2008 and

Section 65(l) (r) of the County

Covernments r\ct, 2012 on

diversity.

The Cornmittee noted that the

management hrrd put in placc

remedial measu'es and the matter

was marked resc lved.

The Committee directed the OAG to

verify the docurnents within I 4 days

from the date of the meeting and

provide a status update.
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J. Non-Compliancc
with the Water
Scrvices Regulatory
Board (WASREts)
Regulations on
Pcrsonncl Costs

The Comflany's personnbl Expenditure stood

at 38% ofthe total expenditure, exceeding the

recommended ratio of 30o/o in accordance

wjth the WASREB guidelines.

2. Unconfirmed provision
for doubtful Debts and
ageing analysis

prro r3. Unrcsolved
matters

Various audit issues remained unresolved as

at 30'h June, 2021

2. Non. Compliance
with one Third Ilasic
Salary Rulc

RIIPORI] ON LAWI]tll.NIlSS ANI ) LIrlrEC'fMiNI'lSS tN I ]S}].I)TJT] i-IC Rl iSOTJRC]]S

The Committe,: noled- thal the

management mrrde late submission

of documents ard that thcy were yet

to be verified b1 the OAG.



The following queries werc interrogated for the Financial Year 2019120

3. Non-compliance with the
Water Services
Regulatory Iloard
(WASREB) Regulations
on Personnel Costs

The water company had high trade and other

receivables balance ofKshs .237,947 ,398 as

at 30 June, 2020. Included in this balance is

an amount ofKshs. 88,234,691.12 in respect

of clebts which has remained outstanding

over a long period of time. Management has

not demonstrated efforts made to recover the

amount.

An amount ofKshs. 420,000 to the Board of
Directors to attend a Board of Audit

Cornmittee workshop which did not take

place due to Covid-19 restrictions remained

unspent and was not sunendered at the time

of the audit.

The Company's personnel expenditure

stood at 38.6%o of the total expenditure,

exceeding the recommended ratio of 307o in

accordance with the WASREB guidelines.

The Committee noterl that due to late

submission of doc rments by the

management, the OAG had not

concludcd the verif ,:ation process.

The Committee noted that the

amount of Kshs. 42 r,000 was paid to

Institute of Inlr:mal Auditors
(Kenya) - IIA an< thus the matter

was resolved.

The Committee dilcted thar
i. OAG I to conclude

verifidtion of
docurlnts and report to
the $mmittee within
fourtCn ( l4) days;

ii. The I Company to
prop{y profile their
custolrers and

strenlhen their
contrftts; and

iii. Manftement to provide
the $mmittee with the
HR I report on the
stafffg of the
Conlany.

Thc Committee nr)ted that the matter

remained outshnding since the

managcment hac not demonstrated

any intervening measurcs and that

the company's C BA was hegotiated

before the tari: fs were set. J'he

Committee directed thc Governor to

cnsure that the managemcnt

institutes remed al measure and the

OAG to providr: a status update in
the subsequent z ,rdit cycled.

Matter remain d u n resolvcd
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2. LongOutstanding Trade
and othcr Receivables
and amounts due from
Directo rs

Obscn'ation anr

Itecirm mentlatir ns



2. Othaya-Mukurwe-ini Water Services Company

The following queries were irtterrogated for the Financial Year 2020121

Audit Query Observation
O"ao_,,"ndati(rns

and

1. Trade and other
Receivables

The had high trade receivables of Kshs.

194,184,277 which was net of provision

totaling Kshs. 47,5'70.540 As similarly
repr>rted in the previous year, debts totaling

Kshs, 214,182,042 inherited from the

Nalional Water and Pipeline Corporation

were outstanding for over 8 years as at 30

June. 2021. Further, the gross trade and

other receivables balance was not supported

with the list of the debtors. Although

recoverability of the debts is uncertain,

Mzrnagement's provision for bad and

doubtful debts totalling Kshs 47,570,540

appeared inadequate given the large debts

balance and the long period of time the debts

were outstanding.

The following anomalies were noted in the

Plant, Property and Equipment totalling

Kshs 22,921, 16l

The Committee not:d GIS was one

of the measures lhe management

intended to use to tecover the debts

but failed to den,rnstrate how it
would assist in the :ecovery.

The Committee directed that

Governor to ersure that the

management puts rn place measures

to recover the dt cts. Further, the

Governor to ensure that the water

company has a rlebt managemenl

policy to guide how the water

company manage!. its debts.

Matter remainec unresolved

The Committ< e directed the

Governor to en!.ure that the water

company took firll ownership of all

its assets in line with the law. The

Covernor to furlher ensure that all

assets are tagg:d -accordingly and

the water conrpany to maintain

updated accurE.te assets register.

OAG to provid,: a status update on

the matter in tie subsequent audit

cycle.

Matter remaincd unrcsolved

ll

IV

The fixed asset register did not
indicate the estimated useful life
and the residual values of the
respective assets.

The assets were not tagged for
identification and verification
of their respective locations.
The summary of the significant
aceounting policies atnotes 4(d)
to the financial statements does

not disclose the depreciation
rate for water meters and

distribution pipelines.
The balance includes buildings
and water tanks with a book
value of Kshs 4,163,211.
However, the company did not
own the land on which the
assets were located and the
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Corrcern

lll.

2. Property, Plant and
Equipment

The Committf noted that

ownership of sofre the company's

assets ,"mainft unclear as

ownership docrfments were not

provided for aud[.



respective lease agreements or
ownership documents for the
buildings and the water supplY

infrastructure were not
provided.
The total asset balance

amounting to Kshs. 22,921,160
does not include the value of
other water infrastructure
owned by the company.

3. Unremitted Lease l-ees

4. UndisclosedOutstanding
Loan

The company deposited the unpaid lease

feel; in a special account under the County

Covemment of Nyeri though the action was

not supported by any legislation.

The water company wils a beneficiary of the

African Development Bank loan, through

T;ura Water Works Development Agency,

under Small Towns, Rural Water Supply and

Sanitation Project. However, the loan

remained outstanding, and the water

company had failed to disclose it in its
financial statements.

I'he Committee directed the

management of th: watcr company

to submit the bank statements of the

special account 'vithin seven (7)

days and give a c<,py of the same to

OAG for verificat cn.

5. ExcessiveNon-Revenue
Water

6. Lack of Ethnic Diversity

The Water company had non-revenue water

4l .lgyo which is 16. 19 percentage points

over sector benchmark of 25o/o in

accordance with water Services Regulation

Board (WASREB) guidelines.

The Committee observed that the

information sul:mitted by the

management wa; in adequate and

that the matleI required more

detailed informalion on the loan and

that the same wt,uld be reviewed in

the subsequent a.rdit cycle.

Matter rcmainld unrcsolved
'l'he Committee noted that the non-

revenue water romained high in the

period unde review. 'fhe

Committee direrled the Governor to

ensure that the management of the

watcr comparry puts in place

rneasurc to ta(kle the non-revenue

water. OAG 1o review the measures

and report on' their cfficacY in the

subsequent aurlit cycle.

The managenrent to progressively

work towards .nclusivity in line with
section 7 (2) of the National

Cohcsion and lntegration Act, 2008.
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The Company had ninety-six (96) staff

members out of whom, ninety-two (92) or

96%o were drawn from the dominant ethnic

group in Nyeri County. This was contrary to

section 7(2) of the National Cohesion and

Integration Act, 2008 which states that no

public establishment shall have more than

one third of its staff from the same ethnic

Matter rcmainec un resolved



7. Irregular Expenditure on
Kenya Forest Wayleave

community. In the circumstances, the

management was in breach of the law.

Way-leave fees totalling Kshs 414.000 paid

to the Kenya forest services (KFS) contrary

to section 131(2) of water act 2016. The law

provides that a licensed water service

provider shall not be required to pay any fees

for the of public assets for the provision of
water services other than the repayment of
loans acquired for the development of those

assers. In the circumstances, the

management was in breach of Law.

The Committee to review the matter

in the matter in the sr.rbsequent audit

cycle.

Owing to limited time, the Committee resolved to consider the written response o: the

audit reports of the Othaya-Mukurwe-ini Water Services Limited for the Financial

Years 2018/l 9 and 2019120.

MIN/SEN/CPICSFI5712(122 ANYOTHERBUSINESS

There was no other business

MIN/SEN/CPICSF/58/2022 DATE OF'NFXTMF-ETING&ADIOT]RNME}I t

The Chairperson adjoumed the meeting at half past two o'clock. The next m::eting

would be held on Tuesday, (ith' December , 2022 at 10:00 am'

22/0312023

SI(;NED DA'I'E

(CHAIRPERSON: SEN. GODFREY ATIENO OSOTSI' MP.)
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MINUTES OF THE A TTI]NDRED AND TWENTIETH MEETING OF :'HE
COUNTY PTIBLTC IWESTMENTS AND SPECIAL FUNDS COMMIT'I'EE
DTIRING ITS REPOR'I WRITING RETII.EAT HELD ON FRIDAY, :!7TII

OCTOBER,2023IN LAKIT NAIVASHA SIMBA LODGE, NAKURU COT]I{TY
AT 2.OO P.M.

PRESENT

1. Sen. Godfrey Atieno Osotsi, MP
2. Sen. William Kipkemoi Kisang, MP
3. Sen. Eddy Gicheru Oketch, MP
4. Sen. Maureen Tabith:r Mutinda, MP
5. Sen. Miraj Abdillahi Abdulrahman, MP
6. Sen. Hamida Kibwana Ali, MP

ABSENT WITH APOLOGY

1. Sen. @rof.) Tom Odhiambo Ojienda, SC, MP
2. Sen. Paul Karungo T'hangwa, MP

- Chairperson
- Member
- Member
- Member
- Member
- Member

- Vice-Chairperson
- Member

SECRETARTAT

1.Mr. Yussuf Shimoy
2. Mr. David Angwenyi
3. Mr. Erick Njogu
4. Mr. Godfrey Nyaga
5. Ms. Lillian Wawen-r
6. Mr. Kennedy Oworrth
7. Mr. Kataa Matano
8. Ms. Winfred Ocholla
9. Mr. Josphat Ng'enoh

- Clerk Assistant I
- Clerk Assistant I
- Clerk Assistant III
- Clerk Assistant III
- Legal Counsel
- Fiscal Analyst
- Researcher officer
- Audio officer
-Media Relations Officgr
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-

- Serjeant-At-arms

MINNO./SEN/CPICSFI7?II2O23 PRAYER
The meeting was called to order by the Chairperson at two O'clock in the aftemoorr

followed by a word of prayer.

MIN.NO.SEN/CPICSFI723I2O23 ADOPTIONOFREFORTS.

The Chairperson indicated ttrat the Committee had finalized consideration of reports of
Water Companies of seven (7) counties for the l-inancial Years 2018/19,2019/10 and

2)20l2l during its retreat held in Safari Park Hotel from 1lth to l6th July, 2023.

The Committee adopted the said reports as follow-

A. The reports on the Audit Reports of the following County Water Providers for
the Financial Year ended 30th June, 2021 -

l. Amatsi Water Service Company Limited for the year ended 30'r'June,
2021, Yihigtr County having been proposed by Sen. Miraj Al:dillahi
Abdulrahmatr, MP and Seconded by Sen. Eddy Gicheru Oket;.h, MP
respectively.

2. Bomet Wate:r Company Limited for the year ended 30th June,2021,
Bqql-e-t (lounly havrlrg !ee1 prop-osed by Sen. Mirqi Ab-diliabi
Abdulrahman, MP and Seconded by Sen. Eddy Gicheru Okelch, MP
respectively.

3. Gusii Water and Sanitation Company l,imited for the year enJed 30th

June, 2021, Kisii and Nyamira Counties having been proposed by Sen.

Miraj Abdillahi Abdulrahman, MP and Seconded by Sen. Eddy Gicheru
Oketch, MP respectively.

4. Kisumu Water and Sanitation Company Limited for the year elrded 30s
June, 2021, Kisumu County having been proposed by Sen. Miraj
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10. Mr. John Pere

MIN NO. /SEN/CPICSFI7Z2I2O23 ADOPTION OF THE AGENDA

The agenda of the meeting was adopted having been proposed by Sen. Eddy Gicheru
Oketch, MP and seconded by Sen. Maureen Tabitha Mutinda, MP, as follows -

1. Prayer

2. Adoption of the Aglenda

3. Adoption of the Reports

4. Any Other Business

5. Date of the Next Nleeting and Adjournment



(

Abdillahi Abdulrahman, MP and Seconded by Sen. Eddy Gichoru

Oketch, MP respectively.
5. Kwale County ind Sewerage Company Limited for the year ended li06

June, 2021, Kwaie County having been proposed by Sen. Miraj Abdil. ahi

Abdulrahman, NIP and Seconded by Sen. Eddy Gicheru Oketch, MP

respectively.
6. Nyeri Watlr and Sewerage Company Limited for the year ended .)0n

Jtne.,202l,Nyeri Counry having been proposed by Sen. Miraj Abdillahi
Abdulrahman, MP and Seconded by Sen. Eddy Gicheru Oketch, MP

respectively.
Z. Wa.lir Water and Sewerage Company Limited for the year ended 30th

Jrne,202l, Wa-rir Counfy having been proposed by Sen. Miraj Abdillahi
Abdulrahman, MP and Seconded by Sen. Eddy Gicheru Oketch, MP

respectively.

B. The reports on the Audit Reports of the following county water Providers for

the Financial Year ended 3Oth June, 2020-

t. Amatsi Water Service Company Limited for the year ended 30th .lune,

2020, Vihiga Counfy having been Proposed by Sen. Eddy Gicheru

Oketch, MP zLnd Seconded by Sen. William Kipkemoi Kisang. MP

respectively.
2. Bomet Water Company Limited for the year ended 30th June' 2020,

Bomet County'having been Proposed by Sen. Eddy Gicheru Oketch, MP

and Seconded by Sen. William Kipkemoi Kisang, MP respectively.

3. Gusii Water and Sanitation Company Limited for the year ende d 306

June, 2020, Kisii and Nyamira Counties having been Proposed bv Sen.

Eddy Gicheru Oketch, MP and Seconded by Sen. William Kipkemoi
Kisang, MP respectivelY.

4. Kisumu Water and Sanitation Company Limited for the year endcd 30e

June, 2020, K isumu County having been Proposed by Sen. Eddy (iicheru

Oketch, MP and Seconded by Sen. William Kipkemoi Kisarg, MP

respectively.

- 5. Kwale Qounly 4nd Seqreragg Qompany Llmile-d fqf tlre yq4r encted 30!
June, 2020, Kwale County having been Proposed by Sen. Eddy l.iicheru

Oketch, MP and Seconded by Sen. William Kipkemoi Kisartg, MP

respectively.
6. Nyeri Water and Sewerage Company Limited for the year enrled 30s

June, 2020, Nyeri County having been Proposed by Sen. Eddy Gicheru

Oketch, MI' and Seconded by Sen. William Kipkemoi Kisarrg, MP

respectivelY.
c. The reports on the Audit Reports of the following county water Provicers for

the Financial Year ended 3Oth June, 2019 -
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There was no other business.

MIN. NO, SEN/CPICSF 172512023 DATE OF NEXT
ADIOT]RNMENT

MEETING &

191 lPDge

1. Amatsi Water Service Company Limited for the year ended 30s Jure,

2019, Vihiga Counfy having been Proposed by Sen' William Kipken:oi

Kisang, MP and Seconded by Sen. Eddy Gicheru Oketch, I'{P
respectively.

2. Bomet Water Company Limited for the year ended 30s June,2019,

Bomet County having been Proposed by Sen. william Kipkemoi Kisarg,

MP and Seconded by Sen. Eddy Gicheru Oketch, MP respectively'

3. Gusii Water and Sanitation Company Limited for the year ended 1,0'h

June, 2019, Kisii and Nyamira Counties having been Proposed by Sr:n'

William Kipkcmoi Kisang, MP and Seconded by Sen' Eddy Gichcru

Oketch, MP resPectivelY.

4. Kisumu Water ;nd Sanltation Company Limited for the year ended llgth

June,20lg,KisumuCountyhavingbeenProposedbySen'William
Kipkemoi Kisang, MP and Seconded by Sen. Eddy Gicheru Oketch, \4P

respectively.
5. Kwale county and Sewerage company Limited for the year ended .i0th

June, 2019, Kwale County having been Proposed by Sen' Willam
KipkemoiKisang,MPandSecondedbySen'EddyGicheruOketch,MP
respectivelY.

6. Nyeri Water and Sewerage Company Limited for the year ended 10th

June,20lg,NyeriCountyhavingbeenProposedbySen'William
KipkemoiKisang,MPandSecondedbySen.EddyGicheruOketch,MP
respectivelY.

MIN. NO. SEN/CPICSFI1} I}Oz3 ANY OTHER BUSINESS

The Chairperson adjoumed the meeting at half past three o'clock in the evening.'[he

next meeting would be held on Friday, 27th'October, 2023 at 4:00 pm'

611112023

SIGNED: DATE:

(CHAIRPERSON: SEN- GODFREY ATIENO OSOTSI' MP')
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