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In fulfilment of these constitutional provisions, the National Assembly establisheti various
Committees to examine reports of the Auditor-General to ascertain whether public lirnds are

utilized in a lawful, authorized, effective, efficient, economical, and transparent manncr. The
Special Funds Accounts Committee was established in the Fifth Session of thc llleventh
Parliament following the review of the National Assembly's Standing Orders, is onc of the
Committees.

The Committee received oral and written submissions from Mr. Willis Ombai. rlrc Chief
Executive Officer, Water Sector Trust Fund regarding the audited financial statemcris lbr the
Financial Years 201812019 lo 202212023. The submissions formed the basis of the ('orr,rnittee's

observations, findings, and recommendations. These are also contained in the Mirrrtes and
Hansard Reports of Committee proceedings.

Hon. Speaker, I wish to express appreciation to the Honourable Members of the Conrniiltcc, the
Office of the Speaker, the Clerk of the National Assembly, the Parliamentary Liaison Ol'llces of
the Auditor-General and the National Treasury and the Committee Secretariat for facilitrtine the
Committee in the production of this report.

r-rL-L.+

ln

CHAIRPERSON'S FOREWORD
Hon. Speaker, on behalf of the Special Funds Accounts Committee and under Standing Order
199, it is my pleasant duty and honour to present to the House the report of the Conrrnittee on
consideration of the reports of the Auditor-General on the audited financial statements for the
Water Sector Trust Fund for the financial years 201812019 to 202212023.

Oversight over national revenue and expenditure is amongst the roles of the National .,\ssembly

as stipulated under Article 95 (a) (c) of the Constitution of Kenya, 2010. Further, Artiilc 226 of
the CoK provides that an Act of Parliament shall provide for the designation of an .{ccounting
Officer in every public entity at the national level who is accountable to the National \ssembly
for its financial management. In addition, Article 229(8) mandates this Flouse to debatc and take
appropriate action on audit reports from the Auditor-General.

HON. FATUMA ZAINAB MOHAMMED, M.P.
CHAIRPERSON. SPECIAL FUNDS ACCOUNTS COMMITTEE



CHAPTER ONE

I.O PREFACE
1.1 Establishment and Mandate of Special Funds Accounts committee

l. The Special Funds Accounts Committee is one of the six Watchdog Committees of the

National Assembly established under Standing Order 205. It is mandated to examine the reports

of the Auditor-General on the following:

i) Funds established by statute or by subsidiary legislation, except Funds under Standing

Order 2058 (Decentralized Funds Accounts Committee)

ii) The Equalization Fund;

iii) The Equalization Fund Advisory Board;

iv) The Political Parties Fund; and

v) Other funds as may De communicated by the Honourable Speaker

1.2 Committee MembershiP

2. The Committee comprises the following members

S/

N

Name Constituency Party

I Hon. Fatuma Zainab Mohammed, MP

(Chairperson)

Migori (CWR) Independent

2 Hon. Dawood Abdul Rahim, HSC, MP (Vice

Chairperson)

North Imenti Independent

Hon. Mary Emaase Otucho, MP Teso South (CWR) TJDA

Hon. Charles Ngusya Nguna Mwingi West Wiper

Hon. Dr. Christine Ombaka Oduor, MP ODM

6 Hon. Erastus Kivasu Nzioka, MP Mbooni

7 Hon. Eve Akinyi Obara, MP Kabondo Kasipul ODM

tt Hon. Joseph Majimbo Kalasinga, MP Kabuchai FORD-K

9 Hon. Tom Mboya Odege, MP Nyatike ODM

l0 Hon. Catherine Nakhabi Omanyo, MP Busia (CWR) ODM

lv

J

.l

5 Siaya (CWR)

Wiper



il Hon. Cecilia Asinyen Ngitit, MP Turkana (CWR) UDA

l2 Hon. Erick Kahugu Wamumbi, MP Mathira UDA

l3 Hon. Joseph Kimutai Cherorot, MP Kipkelion East UDA

l{ Hon. Onchoke Charles Mamwacha, MP Bonchari UPA

l5 Hon. Paul Kibichi Biego, MP Chesumei UDA



1.3 Committee Secretariat

3. The Secretariat facilitating the Committee comprises the following staff

S/

N

NAME DESIGNATION

I Mr. Erick Nyambati Senior Clerk Assistant

2 Ms. Comfort Achieng Clerk Assistant III

Mr. Nimrod Mate Clerk Assistant III

4 Mr. Robert Ngetich Fiscal Analyst II

5 Ms. Judith Kanyoko Legal Counsel II

6 Ms. Bevaline Mosoti Research Ofllcer III

l Mr. Derick Kathurima Media Relations Officer III

9 Ms. Felistus Muiya Public Communications Officer III

t0 Mr. Peter Mutethia Hansard Audio Officer III

ll Mr. Joshua Lenambet Serjeant At Arms

VI

J



SPECIAI- tuN-DS ACCOUNTS COMMITTI,E - wATtrR SEC'TOR TRUST lUr-D

CHAPTER TWO

EXAMINATION OF THE AUDITED FINANCIAL STATEMENTS FOR WATER

SECTOR TRUST FUND FOR 2OI8/2O19TO2O22I2O23 FINANCIAL YEARS

Mr. Willis Ombai, the Chief Executive Officer, Water Sector Trust Fund appeared before

the Committee on Tuesday 20th, August 2024 to adduce evidence on the audited financial

statements for Water Sector Trust Fund for the Financial Years 2018/2019 to 2022 12023.

During the meeting, the Accounting Officer was accompanied by:

1. Mr. Edwin Korir - General Manager Intemal Audit

2. Mr. Kega Muthoni - General Manager Programmes

3. Mr. Wynant Mulira - Principal Intemal Auditor

4. Mr. Mathew Karanja - Principal Accountant

2.1 Examination of the Auditor General reports for Water Sector Trust Fund for the

financial Year 2018/19

l. Unsupported expenditure
2. The statement of financial performance reflects project expenses of Kshs. 571,050,171 which

as disclosed under Note l0 to the financial statements includes Kshs 5,424,187 (2018: Kshs

16,848,188) relating to expenditures that have outstanding audit queries arising from audit of
project implementing organisations. Although Management has indicated that the issue is

being dealt with legally and administratively, the outcome of the process has not been

disclosed.

SuLrmissions by the Accounting Officer
3. The Accounting Officer submitted that-

Below is the detailed scheduled of the amount which the auditor had categorised as

unsupported expenditure and status of resolution'

FY Prog. Implementing Partner Amount
Status as at
August 2024

Remarks

2019
Kasha Water Resources
Users Association (WRUA) 99,290

Follow up
ongoing

2019
EU.
SHARE

Mudhe water project 75,000
Follow up
ongoing

Demand letter
submitted to the
IP

2019 EU- Quachacha Water Pan 75,000 Follow up Demand letter

Table I - Unsuoported exoendilure FY 2018-2019

(;GEP
Demand letter
submitted to the

IP.

I



FY Prog. Implementing Partner Amount
Status as at
August 2024

Remarks

SHARE ongolng submitted to the
IP

2019
EU.
SHARE

Isakhia Water and

Sanitation Project
97,312

Follow up
ongoing

Demand letter
submitted to the
IP

2019 IFAD North Mathioya WRUA 29,100
Sufficient
document
provided

Recommended
for closure

2019 IFAD Upper Maragua WRUA 20.000
Follow up
ongoing

Demand letter
submitted to the
IP

2019 J6P Sirimon CLTS - 2019 10.643 Follow up
ongoing

Demand letter
submitted to the
IP

2019 J6I'
Lelmokwo water project-

2019
1,31 5,083

Follow up
ongoing

Technical audit
will be carried
out and the
matter be closed

2019 J6I' Tharaka Nithi County Water
Bill

2,728,600
Refund was
made by the
WSP

Recommended
for closure

2019 J6P Murugi Mugimango CLTS 125.000
Sufficient
document
provided

Recommended
for closure

20t9 J6P
Doldol Luisikut Water
Project

r 9,000
Sufficient
document
provided

Recommended
for closure

2019 T]PC 28,000
Sufficient
document
provided

Recommended
for closure

2019 UPC
Homabay Household
Sanitation Project

90,600
Sufficient
document
provided

Recommended
for closure

2019
Naromoru Water and
Sanitation Water
Project

40,000
Sufficient
document
provided

Recommended
for closure

2019 UPC

Piloting of new PSF

technology. Innovation
Garissa Water and
Sewerage
Company

533,300
Sufficient
document
provided

Recommended
for closure

2019 Muranga WSP
Follow up
ongoing

Relates to VAT

2019 UPC Kirinyaga WSP 167.904 Follow up

2

Naromoru Water and
Sanitation WaterProject

UPC

UI'C t4,655

Relates to VAT



Prog. Implementing Partner Amount Status as at
August 2024

Remarks

ongolng

5,469,487

4. He informed the committee that Following the release of the audit report a total of
Kshs.3,593,600 (66%) had been accounted for through provision of supporting documents,
refunds and technical audits of the projects funded. He noted that forthe amount which had

not been resolved, negotiations was ongoing with the implementing partners and

Development Partners. A request had been made to DPs to consider waiver on questioned

costs relating to VAT and demand letters have been made to IPs. He also noted that to
mitigate the recurrence, the following are the measures which Water Fund had put in place to
ensure that the funds released to Implementing Partners (lPs) are properly utilized:

i) Follow up of documents and closure of questioned costs by the Board of Trusteesl
upon release of the audit report, management has been following up documents to
support expenditure and have the Board close the questioned costs.

ii) County Engagement Strategy; Water Fund Board has approved a County
Engagement strategy document that will enhance engagement of the Fund with
various counties.

iii) Risk Management Policy and Framework; The Fund has implemented robust risk
management policy and Framework which will enhance risk management in the
project implementation cycle. Flagging of projects with issues is undertaken on a
regular basis and appropriate mitigating measures undertaken.

iv) Governance Assessment of water service providers; Regular Governance
assessment of various Implementing Partners is undertaken and areas of improvement
agreed for implementation with various Implementing Partners (lPs.)

v) Project Implementation Manual: the purpose of the Project Implementation Manual
(PIM) is to provide detailed guidance for Implementing Partners (IPs) of the approved
projects within the Water Fund funding cycle. The manual gives a road map from the

procurement stage to project closure while considering critical obligations and

responsibilities of different project stakeholders as part of financial contract
management.

vi) Enhanced Monitoring and Evaluationl Resources have been availed to enhanced

monitoring and evaluation of funded projects.

vii) Recruitment of Quality Assurance Monitors; these consultants are based in various
counties and they assist the Implementing Partners in all aspects of project

implementation.
viii) Training of Implementing Partners; regular training of implementing partners

will enable the partners to implement projects efficiently.
ix) Systems Integrated Project (SIP); currently under implementation and will

integrate all programmes and enhanced visibility and decision making.
x) Technical Audits (External and Internal Audits); where documents are not

available, technical auditors will be able to assess the value of implemented projects.

J
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Observations by the Committee
5. The Committee observed that-

i) Kshs.3,593,600 (66%) had been accounted for through provision of
supporting documents, refunds while Kshs.1,875,887 had not been supported

ii) The matter is unresolved'

Recommendations of the Committee
6. The Committee recommended that-

i. Within six months upon adoption of this report, the Accounting Officer must

provide a report with supporting Documentation on the recovery of the pending

amount of Kshs.1,875,887 which had not been supported to the Office of the

Auditor General for audit verification.
ii. The Accounting Officer should ensure that all applicable accounting and

financial controls, systems, standards, laws, and procedures are followed in the

preparation of the financial statements in compliance with Public Finance

Management Aet,2012 and in accordance with the standards prcscribed by the

Public Sector Accounting Standards Board as per Regulation l0l(4) of the

Public Finance Management (National Government) Regulations, 2015.

2) Delayed Funding and Project Implementation

7. The statement of comparison of budget and actual amounts reflects a final budgeted total

revenue of Kshs 2,062,287,856 against actual received revenue of Kshs. 1,125,492,774

resulting in a revenue deficit of Kshs 936,795,082 or 45%o of the budgeted revenue. The

deficit was caused mainly by delay in remitting budgeted funds by both the Development

Partners and Govemment of KenYa.

8. Further the Statement of Comparison of Budget and Actual amounts reflect actual project

expenditure of Kshs. 571,050,171 against the budgeted expenditure of Kshs 1,680,717,504

resulting in an under-expenditure of Kshs I ,109 ,667 ,333 or 660/o of the budgeted expenditure.

The delayed funding and implementation of the Fund's projects behind schedule may lead to

cost overruns and non-provision of services to the intended benefrciaries.

Submissions by the Accounting Officer
9. The Accounting Officer submitted that-

The management acknowledged the finding that there was delay in remitting budgeted funds

by both the Development Partners and Govemment of Kenya- Follow up was undertaken to

4

xi) Reporting to Ethics and Anti-Corruption Commission. In situations of suspected' 
.urlr of iorruption, the matters are normally reported to the EACC for further

investigation.
xii) Document Management System; The Fund is currently implementing document

management system where all documents will be scanned and stored electronically to

avoid situation where Implementing Partners will report issues of missing supporting

documents at the Implementation level.



ensure timely receipt of funds fiom both the Government and the Development Partners. DPs

supported programmes are multi-year in nature and thus outstanding disbursements were

budgeted for and received in subsequent years on a rolling basis. Below is the detailed

scheduled of the amount which had been budgeted for and received at the Water Fund.

Tob II- Butl. t onrl amount received - FY 2018-2019

Observations by the Committee
10. The Committee observed that-

i. The Fund had a budget deficit amounting to Kshs 936,795,082 and an under
absorption of Kshs I,109,667'333.

ii. The outstanding disbursements was occasioned by the delay in remitting
budgeted funds by both the Development Partners and Government of Kenya.

iii. The matter is resolved.

3) ICT Control Deficiencies
I L Although management had implemented two systems to aid in project management and

monitoring, the systems were not fully utilized and had become redundant since

implementation. The Fund may therefore not have derived value from the investment made

in the system. Further, incidences of shared passwords, lack of enforcement of key password

parameters on the application and database as well as lack of audit logs and global auditing

parameters at the database level were noted.

12. In addition, continuous monitoring of super user activities and administration accounts on

the application, database and operating system level was also lacking. The above weaknesses

may lead to undetected unauthorized access and activities and potential abuse ofthe privilege

5

Actual
expenditure
(Kshs)

Deficit

(KShs)

Budgeted
amount
(KShs)

Amount
received
(KShs)

No

(5,044,000)579,856,000 344,222,993I GoK grants 584,900,000

0
50,092,307

2,000,000 s2,092,307
2 Finance income

1,744,009
1 ,7 44.009

0 1.744.009
United Nations Children
Fund

(28,982,686)
2s,417,314 054,400,000

Miscellaneous income

(373,039,582)73,960,418 I 03,960,4 1 8J Government of Germany
_KfW/BMGF

144,177,607 41,309,751102,867,8s6 144,177,6074 European Union - Rural
56,967,655 59,890,673 (249,332,345)306,300,0005 Government of Denmark

64,800,390 (3 6,91 9,6 I 0)101,720,000 64,800,3906 IFAD

40,693,881 40,693,881 (108,206,119)148,900,000.00World Bank
(228,416,807)8s,783,193 155,783,193Sweden/Finland - J6P 3 14,200,0008

975,273,164
(936,795,082)

2,062,287,856 I,125,492,774Total

Funding source

447,000,000

7



access with possible negative impact on business operations, financial loss or reputational

Submissions by the Accounting Officer
I 3. The Accounting Officer submitted that-

lThe fund was implementing two parallel project management information systems

which were inefficient. Management had since implemented and integrated project

management systems(SlP)which has the capacity to provide project management

solutions for all the WSTF funded programs in line with GOK and DP reporting and

compliance requirements.

Issue raised Current status

Further, incidences of shared
passwords. lack of enforcement of
key password parameters on the

application and database

lack of audit logs and global auditing
parameters at the database level were
noted.
In addition, continuous monitoring of
super user activities and
administration accounts on the

application, database and operating
system level was also lacking

The management has implemented an automated

password compliance policy.
The policy requires the password to meet the

required complexity standards.

Audit logs have been enabled at database level.

Information systems audit is carried out regularly to

ensure compliance.
Intemal audit department regularly reviews the

superuser activities in the system

Observations by the Committce
14. The Committee observed that-

i) Management has since implemented and integrated project management

systems (SIP)*,hich has the capacity to provide project management solutions

for all the Water Scctor Trust Fund funded programs in line with the

requirements
ii) The matter is resolved.

6
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2.2. Examination of the Auditor General reports for Water Sector Trust Fund for the

fi nancial Y ear 2019 12020

l. Unsupported Expenditure
15. The statement of financial performance reflects project expenses of Kshs.1,280,183,177

which as disclosed under Note 12 to the tinancial statements, includes an amount of Kshs.

11,211,949 (2019: Kshs.5,424,187) relating to expenditures that have outstanding audit
queries arising from the audit of Project implementing organizations. Although
Management has indicated that the issue being dealt with legally and administratively, the

outcome ofthe process has not been disclosed.

FY I)rog
Implementing
Partner Amount

Status as at
August 2024 Remarks

2020

Kipsing Water
Resource Users
Association
(WRUA)

1,476,700
Follow up is
ongoing

Though the audit query

is not closed, the project
is successtully
complete. Technical
audit will be undertaken
to finally close the
query.

2020 GGEP
Kuro Bisan Owo
WRUA

I,658,050
Follow up is
ongoing

Though the audit query
is not closed, the project
is successfully
complete.
fechnical audit will be

undertaken to finally
close the query.

2020 GGEP
Sake Community
Rural Water
Supply Project

70.000
Follow up is
ongoing

Though the audit query

is not closed, the project
is successfully
complete.
Technical audit will be

undertaken to finally
close the query.

2020 Dahan WRUA 89,500 Follow up is
ongoing

Though the audit query
is not closed, the project
is successfully

7

Submissions by the Accounting Officer
16. The Accounting Officer submitted that-

Below is the detailed scheduled of the amount which the auditor had categorised as

unsupported expenditure and status of resolution.

Toble III- Unsupoorted Expendilure FY 2019-2020

GGEP

GGEP



FY Prog
Implementing
Partner Amount

Status as at
August 2024 Remarks

2020 (;(;EP Dahan WRUA 1,890,000
Follow is
ongoing

Though the audit query

is not closed, the project

is successfully

2020 GGEP Madogo WRUA 144,723
Follow up is
ongoing

Though the audit query

is not closed, the project
is successfully
complete.
Technical audit will be

undertaken to finally
close the query.

2020
EU-
SHARE

Ngalabalabia 327,t8l
Sufficient
document
provided

Recommended for
closure

2020 IFAD
Kayahwe WRUA-
IF'AD, Muranga

I,400
Sutllcient
document
provided

Recommended for
closure

2020 IFAD
Kayahwe WRUA-
IFAD, Muranga

r 9,1 00
Suffrcient
document
provided

Recommended for
closure

2020 IFAD Lower Mathioya r,660
Sufficient
document
provided

Recommended for
closure

2020 IFAD Kimakia CFA-
IFAD

24,000
Follow up
ongoing

Demand letters issued
for refund by the CFA

2020
Kimakia CFA-
IFAD

102,500
Follow up
ongoing

Demand letters issued
for refund by the CFA

2020 .I6P

Mwangani
Community
Project- Kwale -

2020

2,281.843
Technical audit will be

undertaken to value the
works done.

2020 .T6P Enosagami 953,380
Suftlcient
document
provided

Recommended for
closure

2020 UPC
Bar Kowino-
Nyawita Water
Pro.ject

Sufficient
document
provided

Recommended for
closure

2020 UPC
Witemere
Household
Sanitation Project

42,000
Sufficient
document
provided

Recommended for
closure

ti

complete.
Technical audit will be

undertaken to finally
close the query.

complete.

IFAD

Follow up
ongoing

50,000



FY Prog
Implementing
Partner Amount

Status as at
August 2024 Remarks

2020 UPC
Naivasha
Household
Sanitation Proj ect

120,000
Sufficient
document
provided

Recommended for
closure

2020 UPC
Kericho
Household
Sanitation Project

50,000
Sufficient
document
provided

Recommended for
closure

2020 UPC
Mairo Inya
Household
Sanitation Project

42.000
Sufficient
document
provided

Recommended for
closure

2020 UPC
Bar Kowino-
Nyawita Water
Proiect

8ss,693
Sulficient
document
provided

Recommended for
closure

I 0,I 99,730

17. He informed the Committee that following the release of the audit report a total of Kshs.

2,462,414 had been accounted for through provision of supporting documents, refunds and

technical audits of the projects funded. He noted that for the amount which had not been

resolved, negotiations are ongoing with the implementing partners and Development Partners.

A request has been made to DPs to consider waiver on questioned costs relating to VAT.
Further demand letters have been made to IPs. He also noted that to mitigate the recurrence,

the following are the measures which Water Fund had put in place to ensure that the funds

released to Implementing Partners (lPs) are properly utilized:
i) Follow up of documents and closure of questioned costs by the Board of

Trusteesl upon release of the audit report, management has been following up

documents to support expenditure and have the Board close the questioned costs.

ii) County Engagement Strategy; WaterFund Board has approved a County
Engagement strategy document that will enhance engagement of the Fund with
various counties.

iii) Risk Management Policy and Framework; The Fund has implemented robust

risk management policy and Framework which will enhance risk management in

the project implementation cycle. Flagging of projects with issues is undertaken

on a regular basis and appropriate mitigating measures undertaken.

iv) Governance Assessment of water service providers; Regular Govemance

assessment of various Implementing Paftners is undertaken and areas of
improvement agreed for implementation with various Implementing Partners (lPs.)

v) Project Implementation Manual; the purpose of the Project Implementation

Manual (PIM) is to provide detailed guidance fbr Implementing Partners (lPs) of
the approved projects within the WaterFund funding cycle. The manual gives a

road map from the procurement stage to project closure while considering critical

obligations and responsibilities of different project stakeholders as part of
financial contract management.

vi) Enhanced Monitoring and Evaluation; Resources have been availed to

enhanced monitoring and evaluation offunded projects.

9



vii)

viii)

ix)

x)

xi)

Recruitment of Quality Assurance Monitors; these consultants are based in

various counties and they assist the Implementing Partners in all aspects of project

implementation.
Tiaining of Implementing Partners; regular training of implementing partners

will enable the partners to implement projects efficiently.
Systems Integrated Project (SIP); currently under implementation and will

integrate all programmes and enhanced visibility and decision making'

Technical Audits (External and Internal Audits); where documents are not

available, technical auditors will be able to assess the value of implemented

projects.
ileporting to Ethics and Anti-Corruption Commission. In situations of
suspected cases of corruption, the matters are normally reported to the EACC for

further investigation.
Document Management System; The F-und is currently implementing

document management system where all documents will be Scanned and stored

electronically to avoid situation where Implementing Partners will report issues of
missing supporting documents at the Implementation level.

xii)

Observations by the Committee
18. The Committee observed that-

i) Kshs. 2,462,414 had been accounted for through provision of supporting

documents and refunds while Kshs.7 ,737 ,316 had not been supported'

ii) The matter is unresolved.

Recommendations of the Committee
19. The Committee recommended the following-

i. Within six months upon tle adoption of this rcport the Accounting Officer

must provide a progress report with supporting documentation on the recovery

of the pending amount of Kshs.7,737,316 which had not been supported to the

Office of the Auditor General for audit vcrification.
ii. The Accounting Officer should ensure that all applicable accounting and

financial controls, systems, standards, laws, and procedures are followed in the

preparation of the financial statements in compliance with Public Finance

Management Act, 2012 and in accordance with the standards prescribed by the

Public Sector Accounting Standards Board as per Regulation 101(4) of the

Public Finance Management (National Government) Regulations, 2015.

l0

2) Budgetary Control and Performance

20. The statement ofcomparison ofbudget and actual amounts reflects final receipts budget and

actual on comparable basis of Kshi.4,128,900,000 and Kshs. 1,867,808,184 respectively

resulting to an under-funding of Kshs.2,26l ,091 ,816 or 55%o of the budget' Similarly, the

Fund ac'tual expenditure amounted to Kshs.1,687,724,308 against a budgeted expenditure of
Kshs.4,128,900,000 resulting to an under expenditure of Kshs.2,441,175,692 or 59oh. The

underfunding and under-expinditure affected the planned activities which in tum may have

impacted negatively on service delivery to the public.



Submissions by the Accounting Officer
21. The Accounting Officer submitted the following-

The management acknowledges the finding noting that there was delay in remitting budgeted

funds by both the Development Partners and Govemment of Kenya. Continuous follow up is

being undertaken to ensure timely receipt of funds from both the Govemment and the

Development Partners.
22. DPs supported programmes are multi-year in nature and thus outstanding disbursements were

budgeted for and received in subsequent years on a rolling basis. Further, Water Fund

instituted measures aimed at efficient and timely accountability by projects in improving
expenditure and absorption of funds. Below is the detailed scheduled of the amount which
had been budgeted for and received at the Water Fund

Table IV- Bu et and amount received FY 2019-2020

Observations by the Committee
23. The Committee observed that-

i. The Fund had a budget deficit amounting to Kshs.2,26l ,091 ,816 and an under

absorption of Kshs.2,441 .17 5,692

ii. The outstanding disbursements were occasioned by the delay in remitting
budgeted funds by both the Development Partners and Government of Kenya.

iii. The matter is resolved.

l. ICT Control Deficiencies

24. Review of the Information Communication Technology (lCT) systems implemented by

Management, and controls put in place revealed existence of deficiencies and weaknesses in
those systems. For instance, the ICT Policy did not include a change management process.

Amount
received
(Kshs)

Actual
expenditure
(KShs)

Variance
(KShs)No. Funding source

Budgeted
amount
(KShs)

688,742,500 407,541,191 r 87,458,809I GOK 59s,000,000

2 Finance income 83,236,025 1,t22,401 877.599

63,000,000 30,980.627 0 63,000,000J
Kenya Water and
Sanitation conference

4
ofGovernment

Germany
KfW/BMGF

657.000.000 91,263,460 137 ,981,274 519,018,726

500,000,000 61,455,544 114,387,880 385,612,1205
European Union
Rural

765,557,949I , 129,000,000 363,980,3186
of

236,900,000 79.,942,213 79,842,2r3 157,057,7877

203,589,393 203,589,393 229,410,6078 World Bank

264,7t8,t04 133,182,0959 Sweden/Finland - J6P 513,000,000

I,867,808,184 1,687,724,308 2,441,175,,692Total 4,128,900,000

ll

2,000,000

363,442,051
Government
Denmark
IFAD

433,000,000

379,817,90s



As such, critical elements including change log tracking, change managemenl work-flow for

.rn.rg"n.y scenarios, risk assessnient ant impact criteria on.requested changes, details of
chan[e approvers, user acceptance testing, fall back procedures and responsibilities for

abort'ing and recovering from unsuccessful changes and unforeseen events were lacking.

25. Further, weaknesses were identified in password configuration whereby parameters

documented in the policies were not being enfbrced in the system. Also, databases pa-ssword

history configurations had been set to 5 passwords against policy^recommendation of no re-

ur. of old iasswords. In addition, continuous monitoring of superuser activities. and

administrator accounts on the applications, database and operating level were also lacking.

Although Management has subsiquently amended the ICT Policy and reconfigured password

puru.i"rr, exis-tence of the abovi identified and other weaknesses may lead to undetected

unauthorized access and activities, abuse of privileged access which can negatively impact

on business operations, financial loss and reputational damage.

Submissions by the Accounting Officer
26.The Accounting Officer submitted that-

Below is the detailed scheduled ofthe amount which had been budgeted for and received

at the Water Fund.

Ttble V- ICT findinss o d slatus

Observation by the auditor Current status

I
Change log tracking,

Change management
workflow for emergency
scenarios

Risk assessment and
impact criteria on
requested changes,

Log tracking is now a
standard procedure in
systems and databases

Change management is
now an integral part of
the approved ICT policy

Change management is
now an integral part of
the approved ICT
policy. All changes
undergo risk assessment

Details of change
approvers is part ofthe
revised change
management process

User acceptance testing
is part ofthe revised
change management
process

Remarks

Done

Done

2

-1

12

Done

4. Details of change
approvers

Done

Done

5.
User acceptance testing
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9

Observation by the auditor
Fall back procedures and
responsibi lities for aborting
and recovering from
unsuccessful changes and
unforeseen events were
lacking.

Weaknesses were
identified in password
configuration whereby
parameters documented in
the policies were not being
enforced in the system

Databases password history
configurations had been set
to 5 passwords against
policy recommendation of
no re-use of old passwords.

Continuous monitoring of
superuser activities and
administrator accounts on
the applications, database
and operating level were
also lacking.

Management has

subsequently amended the
ICT Policy and reconfigured
password parameters,
existence of the above

identified and
other weaknesses may

lead to undetected
unauthorized access

and activities, abuse of
privileged access which can
negatively impact on
business operations,
financial loss and
reputational damage.

Current status

This is part of the
revised change
management process

Complex Password
configuration is now
documented and

enforced

This configuration was
set to 24 passwords,
which is the industry
standard.

Continuous monitoring
of superuser activities
and administrator
accounts on the
applications, database

and operating level is
now part ofthe standard
operating procedures

A revised and approved
ICT Policy is now in
effect that addresses

these and above issues.

Remarks

Done

Done

Done

Done

The management acknowledges the hnding and undertook review of ICT policy as alluded

above to address control deficiencies that were identified. Subsequently a second review of

13

6.

Done8.

10.

27.



ICT policy commenced in FY202312024 as part of continuous improvement and to keep

abreast wiih developments in the ICT. The review was finalised and purposed to eliminate all

the gaps and deficiencies identified as above'

Observations by the Committee
28. The Committee observed that-

Management undertook review of ICT policy and have since addressed the

control deficiencies that were identified.
The matter is resolved.
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2.3. Examination of the Auditor General reports for Water Sector Trust Fund for the

financial Y ear 2020 12021

l. Budgetary Control and Performance
29.The statement of comparison of budget and actual amounts reflects final receipts budget and

actual on comparable basis of Kshs.6,607,541,700 and Kshs.4,3 11,813,541 respectively

resulting to an under-funding of Kshs.2,295,728,159 or 35%o of the budget. Similarly, the

Fund spent Kshs.4,537,321,233against an approved Budget of Kshs. 6,607,541,700 resulting

to an under-expenditure of Kshs.2,070,220,467. The underfunding and underperformance

affected the planned activities and may have impacted negatively on service delivery to the

public.

Submissions by the Accounting Officer
30. The Accounting Officer submitted that-

The Management acknowledge the finding noting that there was delay in remitting
budgeted funds by both the Development Partners and Govemment of Kenya.

Continuous follow up is being undertaken to ensure timely receipt of funds. WaterFund

has instituted measures in capacity building and support to projects aimed at efficient and

timely accountability of funds disbursed which improve project expenditure and

absorption of funds.

TABLE VI- Bud et and amount reccived for FY 2020-2021

4,311,813,541

VarianccAmount
received

Actual
expenditure

Budgeted
amount

(KShs)(Kshs) (KShs)

No
Funding source

(KShs)

155,349,500438,950,500643,5s5,000I

GOK recurrent
and
development

s,000,00066,281,t36Other incomes 5,000,000

468,002,164
(419,502,164

)

pnontyGoK
proiects

48,500,000J

643,049,s861s5,763,414152,372,250798,813,0004
Government of
Germany
Kfw/BMGF

460,514,'152341 ,271 ,248316,271,24880 r ,786.000
European Union
- Rural

(345,186,373

)
?35,996,373735,996,373390,81 0,0006

Government of
Denmark

66,526,15473,033,846 84673,033,139,560,000IFAD7
1,683,288,59

5
2,045,484,r052,045,484,1053,728,772,70

0
World Bank

(278,819,583

)
278,819,583278,819,5839

Sweden/Finland
- J6P

100,000,000100,000,000l0
6,607..541,70 4,,537,321,233 2,070,220,46

594,300,000

2

5

8

Saudi Fund
Total
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Observations by the Committee
31. The Committee observed that-

i. The Fund had a budget deficit amounting to Kshs.2, 2,295,728,159 and an

under absorption of Kshs.2,07 0,220,467.

ii. The outstanding disbursements were occasioned by the delay in remitting

budgeted funds by both the Development Partners and Government of Kenya.

iii. The matter is resolved.

2. Delay in Project Implementation
32. Water Sector Trust Fund entered into a financing support and implementation agreement with

Athi Water Works Development Agency (AWWDA) for Gatundu priority project on 28 April,

2020. AWWDA contracted a drilling company for LOT 3 and 4 of works relating to ground

water exploitation project, drilling and equipping of Gatundu boreholes for Kshs.54,632,385

and Kshs.6l 238,383 respectivelY.

33. The drilling company was paid an initial sum of Kshs 7,388 808, however the company did

not complete the works. Following abandonment of the construction works in March,202l

without prior consultation or approval by the Project Manager, the Agency held meetings

with the contractor lbr resumption of works without success and subsequently, the Agency

issued a notification to terminate the contract on 30 November,,202l .ln the circumstances,

the abandoned project affected the planned objectives of the Fund and may have impacted

negatively on service delivery to the public'

Submissions by the Accounting Officer
34. The Accounting Officer submitted that-

The project was jointly funded by Water Fund and Athi Water Works Development

Agency (AWWDA). Water Fund was to contribute Kshs. 250M and AWWDA was to

contribute Kshs. 425M to support the programme activities. Under the contract AWWDA

was to be implementing and accounting agency. WSTF has since received accounting

documents for the disbursement made under this project. AWWDA should provide the

current status and for WaterFund all the funds (Kshs. 250,000,000) transferred to

AWWDA was fully accounted.

Submissions by Athi Water Accounting Officer
35. The Accounting Officer Submitted that-

Athi Water Works Development Agency (AWWDA), entered into a contract for construction

works for Gatundu Water and Sanitation Project: Gatundu Ground Water Exploitation
project; Conrract No. AWWDA/GOK/GWSPIW-2}1LOT 312020 and further, a Contract for

construction works for Gatundu Water and Sanitation Project: Drilling and Equipping of

-l16

--I

-\



Gatundu Boreholes: Contract No. AWWDA/GOK/GWSPIW-291LOT 4/2020 with M/s Drill
Rite Africa Limited in July 2020.

36. Both contracts were funded by the Govemment of Kenya through the Ministry of Water,

Sanitation and Irrigation. The construction works for the two projects commenced

simultaneously on 28th July,2020 with an original completion date of 28th July, 2021 and

the Defect Liability Period supposed to end on 28thMay, 2022. However, by December 2023,

the contract term for both project works had lapsed but the project works remained

incomplete.

37. The contractor requested for review of rates via a letter dated25 February,2}2l which was

declined pursuant to Special Condition of Contract (SCC) clause 50 which states that a
contract is not subject to price adjustment. The contractor abandoned the site after the decline

of price variation and the Agency issued a notice on intention to terminate the contract on 30

November, 2021 and demanded to cash the performance guarantee.

38. AWWDA subsequently made a demand to the bank seeking to recall the performance bonds

of Kshs. 6,123,839 on account EKVSM/20-GI6689 and Kshs. 5,463,239 on account

EKI/SM/20-GI6690 as deposited by the Plaintiff on account of performance guarantee.

Following AWWDA's intention to terminate the above-mentioned contracts and the demands

to the bank to recall the performance bonds as above-referenced, AWWDA was served with

an Application Milimani Civil Suit No. E97l of 2021 Drill Rite Africa Limited- VS- Athi
Water Works Development Agency and Bank of Africa Kenya Limited under a certificate of
Urgency dated I 7th December, 2021 .

39. The Plaintiffs (Drill Rite ltd), sought for Orders inter alia, that the Court restrains by the 2 nd

Defendant (Bank of Africa) trom releasing Kshs. 6,123,839 on account EKVSM/20-GI6689

and Kshs. 5,463,239 on account EKI/SM/20-GI6690 as deposited by the Plaintiff on account

of performance guarantee and further that the issues in dispute on variation of prices be

referred to adjudication by an Arbitrator to be appointed by the Kenya Chapter of the

Chartered Institute of Arbitrators as per the Contract. The plaintiffs also sought for orders on

payment for works completed as at 22nd September 2021 . The court directed that the case be

settled through arbitration.

40. AWWDA and M/s Drill Rite Limited entered into a Final Settlement Agreement on the I I th
day of January, 2024 for the purposes of amicably settling all matters in dispute leading to

the filing of the above-mentioned suit and the copy of settlement agreement has been

annexed in the Management responses. For the Construction works for Gatundu Water and

Sanitation Project: Gatundu Ground Water Exploitation Project; Contract No.

AWWDA/GOK/GWSP/W-291LOT 312020, it was agreed in the Final Settlement Agreement

that upon withdrawal of the suit against AWWDA and Bank of Africa, AWWDA to settle

t7



the final payment of kshs. 4,561,261.43 (lnclusive of VAT) to the contractor for works done

and certified

4l.For Gatundu Water and Sanitation Project: Drilling and Equipping of Gatundu Boreholes

project; Contract No. AWWDA/GOK/GWSP/W-29ILOT 412020 it was agreed in the Final

Settlement Agreement Upon withdrawal of the suit against AWWDA and Bank of Africa,

AWWDA to settle the final payment of Kshs. 5,932,866.99 (Inclusive of vAT) to the

contractor for works done and certified. Subsequently, as per the terms of the final settlement

agreement between the parties, the plaintiffs (Drill Rite Limited) filed a notice of withdrawal

dxed24rh January,2024 seeking to withdraw the suit in its entirety. The Court marked the

matter as withdrawn with no orders as to costs vide Order dated 5th March, 2024 and copy of
the order is annexed in the Management Responses

Observations by the Committee
42.The Committee observed that-

i. Management entered into a financing support and implementation agreement

with Athi water works Development Agency (AWWDA) for Gatundu priority
project for lot 3 and 4

ii. The construction works for the two projects commenced simultaneously on 28th

July, 2020 however, by December 2023, the contract term for both project

works had lapsed but the project works remained incomplete.

iii. The contractor's request for a rate review was declined pursuant to SCC clause

50, leading to site abandonment, issuance of termination notice, recall of
performance bonds by AWWDA, a legal suit and arbitration request by Drill
Rite Africa Limited, and eventual amicable resolution through a Final

Settlement Agreement signed on I lth January 2024.

iv. As part of the settlement, AWWDA agreed to make final payments totalling

Kshs. 10,494 ,128.42 for certified works, leading to the withdrawal of the suit by

the plaintiff on24th January 2024 and the court marking the case as formally
withdrawn on 5th March 2024.

The matter resolved.

3. Information, Communication and Technology (ICT) Governance-
(a) ICT Policy Deficiencies

43. Review ofthe cunent IT Policy in place revealed that the Fund does not have clearly defined

controls, processes and procedures with regards to network administration, backup

management and user creation in the application systems. Inadequate user access creation

guidelines may result to inconsistent processes of user access creation across the various

iystems within the organization. Lack of policy guidelines on network administration and

backup management may lead to inadequate backup and network procedures being

implemented in the IT systems.

44. In the circumstances, the adequacy of ICT backup and controls in the network procedures

implemented in the IT systems, could not be conlirmed. 
-l-he management acknowledges the

ts
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finding and undertook review of ICT policy to address control deficiencies that were

identified. Subsequently a second review of ICT policy commenced in FY202312024 as parl

of continuous improvement and to keep abreast with developments in the ICT. The review

was finalised and purposed to eliminate all the gaps and deficiencies identified as above.

Observations by the Committee
l. The Committee observed that-

i. Management undertook review of ICT policy and have since addressed the

control deficiencies that were identified.
ii. The matter is resolved.

(b) Password Deficiencies in the Aren Register Application
45. The Aren Register application does not have a password configuration in place that would

allow the administrators of the system to implement password policy as per industry

standards or the organization's IT policy. Failure to implement a password policy may

allow attackers to gain unauthorized access to the system theretbre exposing the Fund to

possible loss or manipulation of its data. In the circumstances the controls in place to
prevent unauthorized access to the system could not be confirmed.

Submissions by the Accounting Officer
46. The Accounting Officer submitted that-

The management acknowledges the deficiencies in the Aren system's password security

implementation. Management engaged the Aren system vendor for refinement of the

password module to cater for password complexity requirements.

Observations by the Committee
47 . The Committee observed that the following;

i. The Fund's Aren Register application did not have a password configuration in
place that would allow the administrators of the system to implement password

policy as per the organization's IT policy.

ii. The matter is unresolved

Recommendations of the Committee
48. The Committee recommended that-

That within three Months upon the adoption of this report the Accounting Officer
to ensure that the Fund has an Aren Register application that has a password

configuration in place to allow thc administrators of the system to implement
password policy as per the organization's IT policy.

l9

4. Questioned Project ExPenses

49. The statement of financial performance reflects project expenses of Kshs.4,098,370,763

as disclosed in Note l2 to the financial statements. Included in the project expenses is an

amount of Kshs. I 8,08 7 ,102 in respect of questioned costs which had procurement queries



arising from the audit of project implementing organizations. Although Management has

indicated that the issue is being dealt with legally and administratively, these costs reflect

weak controls in management of funds disbursed and spent by various water and

sanitation and water resources projects in various counties. In the circumstances, the

effectiveness of controls in the management of funding to water projects could not be

confirmed.

Submissions by the Accounting Officer
50. The Accounting Officer submitted the following

Management acknowledges that in course of financing projects, an amount

Kshs.18,087,102 which translate to approximately 0.4%o of total expenditure was

questioned. The management contacted the different implementing partners with the

findings and is in the process of consolidating the supporting documentation for review.

Any unsupported expenditure will be recovered from each institution with punitive

measures instituted in cases where misappropriation is noted.

ble VII- oned Pro ec enses or FY 2020-2021
RemarksStatus as at

August 2024
AmountImplementing Partner

(IP)
ProgFY

Demand letters
issued and follow
up being made

Irollow up

ongoing
262.0052021 GGEP

Demand letters
issued and follow
up being made

Follow up
ongoing

93,900NamoruakwanGGEP2021

Demand letters
issued and follow
up being made

Follow up
ongoing

19.300Kangirisae2021 GGEP

Recommended
for closuret14.298

Sufficient
supporting
documents
provided

Libahalow2021 GGEP

Sufficient
supporting
documents
provided

7 5.t 44Garissa WSI)2021

Demand letters
issued and follow
up being made

22,400
Follow up
ongoing

Kayahwe Water
Resources Management
Proiect

IFAD2021

Demand letters
issued and follow
up being made

Follow up
ongoing

173.000
Kayahwe Water
Resources Management
Project

2021 IFAD

Follow up
ongoing

23,000Kimakia CFA Project2021 IFAD

20

Lorugum WIIUA

Recommended
for closureGGEP

Demand letters
issued and follow



FY Implementing Partncr
(IP)

Amount Status as at
August 2024

Remarks

up being made

2021 IFAD Gura Water Resources
Management Project

39.000

Sufficient
supporting
documents
provided

Recommended
for closure

2021 IFAD Chehe Community
Forest Association
Project

158,500 Follow up
ongoing

Demand letters
issued and follow
up being made

2021 IFAD Chehe Community
Forest Association
Project

472,500 Follow up
ongoing

Demand letters
issued and follow
up being made

2021 IFAD Ruguti Water Resource
Users Associalion

30.000 Follow up
ongoing

Demand letters
issued and follow
up being made

2021 IFAD Luguso WRUA 200,000 Follow up
ongoing

Demand letters
issued and follow
up being made

2021 Kiera Hills CFA 308,400 Follow up
ongoing

Demand letters
issued and follow
up being made

2021 IFAD WRA- Tana 333,940 Follow up
ongoing

Demand letters
issued and follow
up being made

2021 J6P Sirimon WRUA 20,000 Follow up
ongoing

Demand letters
issued and follow
up being made

Mauche Raia
Household Sanitation
Project- Bomet WSP

95,000

Sufficient
supporting
documents
provided

Recommended
for closure

2021 UPC
Yatta Household
Sanitation Project-
Yatta WSP

4,052

Sufficient
supporting
documents
provided

Recommended
for closure

2021 UPC
Mwatate Household
Sanitation Project-
Tavevo WSP

2,161,025
Follow up
ongoing

The Water
Company is
following up to
getNEMA
licence to
continue with the
construction

2021 UPC
Ijara Household
Sanitation Project in
Ijara- Garissa WSP

262.600
Sufficient
supporting
documents

Recommended
for closure

2t

Prog

IFAD

2021 UPC



Prog Implementing Partner
(IP)

Amount Status as at
August 2024

Remarks

provided

2021 UPC Kathuku Milimani
Kyuso Town Water
Project- Kiambere
Mwingi WSP

395,230 Follow up
ongoing

5,263,294

5l.He noted that following the release oflPs had been accounted fbr through provision of
supporting documents, refunds and technical audits of the projects funded. For the amount

which had not been resolved, negotiations are ongoing with the implementing partners and

Development Partners. Further demand letters have been made to IPs.

Observations by the Committee
52. The Committee observed that-

i) An amount of Kshs. 985,324 had been accounted for through provision of
supporting documents and refunds while Kshs. 4,277,970 had not been

supported
ii) The matter is unresolved.

Recommendations of the Committee
53. The Committee recommended that-

i. Within six months upon the adoption of this report the Accounting Officer
provides a progress report and supporting documentation on the recovery of
the pending amount of Kshs. 4,277,970 which had not been supported to the

Office of the Auditor General for audit verification.
ii. The Accounting Officer should ensure that all applicable accounting and

financial controls, systems, standards, laws, and procedures are followed in the

preparation of the financial statements in compliance with Public Finance

Management Act,2012 and in accordance with the standards prescribed by the

Public Sector Accounting Standards Board as per Regulation l0l(4) of the

Public Finance Management (National Government) Regulations' 2015.

5. Long Outstanding Receivables from Non-Exchange Transactions
54. The statement of financial position reflects receivables from non-exchange transactions of

Kshs. 1,150,454,800 as disclosed in Note 16 to the financial statements. However, this

balance includes an amount of Kshs.29,765,280 in respect to project receivables which

have been outstanding for more than three hundred and sixty- five (365) days.

55. However, the Funds' policy is to make full provision for outstanding debts more than

three hundred and sixty- five (365) days old, and although Management gave evidence of
measures made as a follow up to recover the debts fiom the water companies,' adequate

controls and safeguards to signed agreements to repay the debts were not provided. In the

22

FY

Demand letters
issued and follow
up is ongoing



circumstances, the recoverability of the receivables from non-exchange transactions

balance of Kshs.29,765,280 could not be confirmed.

Submissions by the Accounting Officer
56. The Accounting Officer submitted that-

The management acknowledge the finding that some projects receivables approximately

2.5oh of total receivables are long outstanding. The management assisted by the Board has

initiated recovery strategies tiom the affected WSPs with support from respective County

Govemments. It's also expected that there will be change of strategy pertaining to

disbursements to projects and specific strategies to WSPs in the list of provisions/questioned

costs. The Board of Trustees and management have engaged govemors of the Counties of
Garissa, Taita Taveta, Samburu, Vihiga, Nakuru, Kakamega and Kajiado with the aim of
resolving the long outstanding receivables.

57. In these engagements, we have had the counties of Taita Taveta, Kajiado and Garissa

committing to refund the amounts in question by the end of the financial year 2023124. Water

Fund has further, engaged the services of Quality Assurance Monitors (QAMs), who are

assigned specific counties with WSTF projects. The QAMs have been tasked with ensuring

that the implementing partners in their areas of jurisdiction provide satisfactory reports in a

timely manner. WSTF has also introduced a platform on which all reports and other relevant

documents are uploaded at the end of every month. The program teams review the reported

documents and reports based on the quality and timeliness.

The table below shows the current status of long outstanding receivables.

No. Receivable
Receivable

(KShs)
Accounted

(KShs) Outstanding
(KShs)

1

Kimangao Water and Sanitation
Project

1,075,603 1,075,603

2 Mchelelo Primary School 26,525 26,525

Kone Community 6,142,945 6,142,94s

Manda Maweni Watsan Project 383,034

5 NairobiWRUA 3,628,4s0 3,628,450

6 Kochodin WRUA 5.536,954 5,536,954

7 Mrima Sanitation Pro.iect 4,788 4,788

It Mwangani Sanitation Project 5,121 5,121

Ongata Rongai Sanitation (Safisan

Pilot) Project
302,689 302,689

23

Toble VIII- Lone outslandins receivables

J

4 383,034
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No. Receivable
Rcceivable

(KShs)
Accounted

(KShs)
Outstanding

(KShs)

l0 Baba Dogo Water Extenston 698,677
698,677

il Mathare Sustainability Water 3.493,298
2,290,027

1,064,271

Machakos Household Sanitation
ect

I 18,546 1 18,546

l3
Nolturesh Nzaui Household
Sanitation ect

5,467,479 5,467,479

l4 Kimende Pipeline Call 7 43,200

15 Garissa Primary Playground PSF 77,774 74.893 2,881

l6
Kibwezi Household Sanitation

ro ect
2.160,197 2,760,191

Total 29,765,280 .1,{01,653 22,235,923

Observations by the Committee
58. The Committee observed that-

i. An amount of Kshs. 22,235,,923 in respect to project receivables had been

outstanding
ii. The matter is unresolved.

Recommendations of the Committee
59. The Committee recommended that-

That within six months upon the adoption of this report the Accounting Officer

provides a progress report and supporting documentation on the recovery of Kshs.

22,235,923 in respect to project receivables to the Office of the Auditor General for
audit verification.

24

Proiect
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2.4. Examination of the Auditor General reports for Water Sector Trust Fund for the

Financial Y ear 2021 12022

l. Budgetary Control and Performance
60. The statement of comparison of budget and actual amounts reflects final receipts budget

and actual on comparable basis of Kshs.6,627,309,000 and Kshs.5 ,193,614,542 respectively
resulting to an under-funding of Kshs.1,433,694,458 or 22%o of the budget. Similarly, the

Fund spent Kshs.5,382,295,802 against an approved budget of Kshs.6,627,309,000
resulting to an under-expenditure of Kshs.1,245,013,198. The under-funding and under-
performance affected the planned activities of the Fund and may have impacted negatively
on service delivery to the public.

Submissions by the Accounting Officer
61. The Accounting Officer submitted that-

Management acknowledges the finding noting that there was delay in remitting budgeted

funds by both the Development Partners and Government of Kenya. Continuous follow
up is being undertaken to ensure timely receipt of funds. Water Fund has instituted

measures in capacity building and support to projects aimed at efficient and timely

accountability of funds disbursed which improve project expenditure and absorption of
funds.

No Funding
source

Budgeted
amount

Amount
received

Actual
expenditure

Iludget
Varia nce

Expenditur
e Variance

(KShs) (Kshs) (KShs) (KShs) (KShs)

I
513,800,000 399,000,000 495,282,484 1 14,800,000 I 8,5 I 7,5 16

2
Finance
income 2,000,000 5,508,202 -3,s08,202 2,000,000

J Other income
20,865,404 31,763,384 -20,865,404 31,763,384

Govemment
of Germany -
Kfw/BMGF 625,3 13,000 70,833,740 70,833,740 554,479,260 554,479,260

5
European
Union - Rural 587,556,000 277,688,940 364,048,940 309,867,060 223,507,060

6
463,640,000 343,734,619 343,734,620 I 19,905,381 1 19,905,380

1
170,920,000 40,710,195 40,710,195 130,209,805 130,209,80s

8 World Bank 3,796,080,0
00

4,025,467,8
6t

4,026,116,8
58 229,387,861 230,036,858

9
Sweden/Finla
nd - J6P 268,000,000 9,805,,581 9,80s,581 258,194,419 2s8,194,419

l0
Saudi Fund
for
Development 200,000,000 200,000,000 200,000,000

GOK

4

Government
of Denmark

IFAD
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Observations by the Committee
62.The Committee observed that-

i. The Fund had a budget deficit amounting to Kshs.1,433,694,458 and an under

absorption of Kshs.l,245,0l3'198.
ii. The outstanding disbursements were occasioned by the delay in remitting

budgeted funds by both the Development Partners and Government of Kenya.

iii. The matter is resolved.

Submissions by the Accounting Officer
64. The Accounting Officer subrnitted that-

The management acknowledges the finding. The management has since paid to KRA the

withholding taxes pertaining to interest's income earned by project bank accounts.

2. Failure to Remit Withholding Tax on Interest Income
63.Thestatementof financial positionreflectstradeandotherpayablesof Kshs. 150,356,547as

disclosed under Note 22 to the financial statements which includes withholding tax payable

of Kshs.6,970,665. However, the balance includes Kshs.9l5,581 relating to withholding
taxes on interest income earned from project accounts that was not remitted to KRA. Failure

to remit withholding taxes on interesl income deducted by the payee at l5%o and remit to
KRA by 20th of the-following months contravenes the Income Tax Act and could result in

penalties and interest being leiied by KRA. In the circumstances, Management was in breach

of the law.

Observations by the Committee
65. The Committee observed that-

i) Management has since paid to KRA the withholding taxes pertaining to

interest's income earned by project bank accounts.

iD The matter is resolved.

3. Abandoned Project
66. As previously reported, tire Fund entered into a financing sgp-qof and _implementation

agreLment *itn elni Water Works Development Agency _(AVWWDA) tor Gatundu priority^

p".;..t on 28 April, 2020. 1'he Agency contracted a drilling company for LOT 3 and 4 of
woiks relating io ground water Exploitation project. drilling and equipping of Gatundu

boreholes for kshs.54,632,385 and Kshs.61.238.383 respectively.

67 . The drilling company was paid an initial sum of Kshs.7,388,808' However, the company f-id
not complite the works. Following abandonment of the construction works in March,202l
without prior consultation or approval by the Project Manager,.the.Agency.held meetings

with the contractor for resumption of works without success and subsequently, the Agency

issued a notification to terminate the contract on 30 November,2021. In the circumstances,

6,,627,309,0
00

5,382,295,8
02

1,433,694,4
58

1,245,013,1
98
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the abandoned project affected the planned objectives of the Fund and may have impacted
negatively on service delivery to the public.

Submissions by the Accounting Officer
68. The Accounting Officer submitted that-

The project was jointly funded by Water Fund and Athi Water Works Development

Agency (AWWDA). Water Fund was to contribute Kshs. 250M and AWWDA was to

contribute Kshs. 425M to support the programme activities. Under the contract AWWDA
was to be implementing and accounting agency. WSTF has since received accounting

documents for the disbursement made under this project. AWWDA should provide the

current status and fbr WaterFund all the funds (Kshs. 250,000,000) transferred to

AWWDA was fully accounted as per the General Ledger

Submissions by Athi Water Accounting Officer
69. The Accounting Officer Submitted that-

Athi Water Works Development Agency (AWWDA), entered into a contract for construction

works for Gatundu Water and Sanitation Project: Gatundu Ground Water Exploitation

Project; Contract No. AWWDA/GOK/GWSP/W-29ILOT 312020 and further, a Contract for
construction works for Gatundu Water and Sanitation Project: Drilling and Equipping of
Gatundu Boreholes: Contract No. AWWDA/GOK/GWSP/W-29/LOT 4/2020 with M/s Drill
Rite Africa Limited in July 2020.

70. Both contracts were funded by the Government of Kenya through the Ministry of Water,

Sanitation and Irrigation. The construction works fbr the two projects commenced

simultaneously on 28th July,2020 with an original completion date of 28th July,202l and

the Defect Liability Period supposed to end on 28thMay, 2022. However, by December 2023,,

the contract term for both project works had lapsed but the project works remained

incomplete.

71. The contractor requested for review of rates via a letter dated 25 February,202l which was

declined pursuant to Special Condition of Contract (SCC) clause 50 which states that a

contract is not subject to price adjustment. The contractor abandoned the site after the decline

of price variation and the Agency issued a notice on intention to terminate the contract on 30

November, 2021 and demanded to cash the performance guarantee.

72. AWWDA subsequently made a demand to the bank seeking to recall the performance bonds

of Kshs. 6,123,839 on account EKI/SM/20-GI6689 and Kshs. 5,463,239 on account

EKVSM/20-GI6690 as deposited by the Plaintiff on account of performance guarantee'

Following AWWDA's intention to terminate the above-mentioned contracts and the demands

to the bank to recall the perforrnance bonds as above-referenced, AWWDA was served with

an Application Milimani Civil Suit No. E97l of 2021Drill Rite Africa Limited- VS- Athi

Water Works Development Agency and Bank of Africa Kenya Limited under a certificate of

Urgency dated 17th December, 202 I .
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73. The plaintiffs (Drill Rite ltd), sought for Orders inter alia, that the Court restrains by the 2 nd

Defendant (Bank of Afiica) from releasing Kshs. 6,123,839 on account EKI/SM/20-GI6689

and Kshs. 5,463,239 on account EKI/SM/20-GI6690 as deposited by the Plaintiff on account

of perfbrmance guarantee and furlher that the issues in dispute on variation of prices be

referred to adjudication by an Arbitrator to be appointed by the Kenya Chapter of the

Chartered Institute ofArbitrators as per the Contract. The plaintiffs also sought for orders on

payment for works completed as at 22d September 2021 . The court directed that the case be

settled through arbitration.

74. AWWDA and M/s Drill Rite Limited entered into a Final Settlement Agreement on the I I th
day of January, 2024 for the purposes of amicably settling all matters in dispute leading to

the filing of the above-mentioned suit and the copy of settlement agreement has been

annexed in the Management responses. For the Construction works for Gatundu Water and

Sanitation Project: Gatundu Ground Water Exploitation Project; Contract No.

AWWDA/GOK/GWSP/W-29ILOT 312020, it was agreed in the Final Settlement Agreement

that upon withdrawal of the suit against AWWDA and Bank of Africa, AWWDA to settle

the final payment of kshs. 4,561,261.43 (lnclusive ol VAT) to the contractor for works done

and certified.

75. For Gatundu Water and Sanitation Project: Drilling and Equipping of Gatundu Boreholes

project; Contract No. AWWDA/GOK/GWSP/W-Z91LOT 4/2020 it was agreed in the Final

Settlement Agreement Upon withdrawal of the suit against AWWDA and Bank of Africa,

AWWDA to settle the final payment of Kshs. 5,932,866.99 (lnclusive of VAT) to the

contractor for works done and certified. Subsequently, as per the terms of the tlnal settlement

agreement between the parties, the plaintiffs (Drill Rite Limited) filed a notice of withdrawal

dated 24th January, 2024 seeking to withdraw the suit in its entirety. The Court marked the

matter as withdrawn with no orders as to costs vide Order dated 5th March, 2024 and copy of
the order is annexed in the Management Responses

Observations by the Committee
76.The Committee observed that-

i. Management entered into a financing support and implementation agreement

with Athi water works Development Agency (AWWDA) for Gatundu priority
project for lot 3 and 4

ii. The construction works for the fwo projects commenced simultaneously on 28th

July, 2020 however, by December 2023, the contract term for both project

works had lapsed but the project works remained incomplete.

iii. The contractor's request for a rate review was declined pursuant to SCC clause

50, leading to site abandonment, issuance of termination notice, recall of
performance bonds by AWWDA, a legal suit and arbitration request by Drill
Rite Africa Limited, and eventual amicable resolution through a Final

Settlement Agreement signed on I I th January 2024.

t
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4. Anomalies in Projects Implementation

77 . The statement of financial performance Includes project expenses of Kshs.4,887,013,3 l8 as

disclosed under Note l2 to-the financial statements out of which Kshs.46,621,785 relates to
costs that had anomalies in the procurement, payment of VAT from donor funds and non-

compliance with development partners guidelines among other factors. The costs relate to
projict costs arising from the project expenditure incurred by implementing partners as

detailed below:

Donor Costs Kshs

CLSG

Danida Covitl l9
30,104,506

1,040,899

EU CPIRA 4,362,791

GGEP I ,918,766

GOK 5, I oo,ooo

IFAD 444,109

KFWBMGF
Total 46,621 ,785

a

FY Prog
Implementing
Partner

Amount
Status as at
August 2024

Remarks

2022
Lokichar Watsan
Project- Lokichar WSP

996,062
Follow up
ongoing

Technical audits
willbe
undertaken

2022 GGEP
Kangirisae water and
sanitation extension
project

240,000

Sufficient
supporting
documents
provided

Recommended
for closure

2022 GGEP 24,7r7 Unresolved
Demand letters

submitted to IP

2022 GGEP Libahlow Water and 243,000 Unresolved

29

iv. As part of the settlement, AWWDA agreed to make final payments totalling
Kshs. 10,494 ,128,42 for certified works, leading to the withdrawal of the suit by

the plaintiff on 24th January 2024 and the court marking the case as formally
withdrawn on Sth March 2024.

v. The matter is resolvcd.

3,650,714

Submissions by the Accounting Officer
78. The Accounting Officer submitted that-

The table below shows the current status.

Table IX- Anomolies in Proiects Imnlementation for FY 2021-2022

GGEP

Lorugum WRUA

Demand letters



FY Prog
Implementing
Partner

Amount
Status as at
August 2024

Remarks

Sanitation Project-
Garissa WSP

submitted to IP

2022 GGEP
Libahlow Water and

Sanitation Project-
Garissa WSP

I0t,525

Sufficient
supporting
documents
provided

Recommended
for closure

2022 GGEP

SHEBTA.AAD
WATER AND
SANITATION
PROJECT - Garissa
WSP

404,475

Sulhcient
supporting
documents
provided

Recommended
for closure

2022 GGEP

SHEBTA-AAD
WATERAND
SANITATION
PROJECT- Garissa
WSP

3,476,372
Refunds
received

Refunded funds
asper ANNEX
rrr (b)

2022 GGEP
Awarsitu Pipeline
Extension water
proiect- Isiolo WSP

10,512
Follow up
ongoing

2022 (;GEP WSTF- GGEP Fixed
assets

389,567

Sufficient
supporting
documents
provided

Recommended
for closure

2022 IFAD
Tungu Water
Resources
Management Projeql

311,609 Unresolved
Demand letters
submitted to IP

2022 IFAD
Lower Maragua Water
Resources
Manag ement Pro ect

15,000 Unresolved
Demand letters
submitted to IP

2022 IFAD
Rwamuthambi Water
Resources
Management Project

5,500

Sufficient
supporting
documents
provided

Recommended
for closure

2022 IFAI)
Upper Gura Water
Resources
Management Project

5l.000
Follow up
ongoing

Demand letters
submitted to IP

2022 J6P
Water Bill Public
participation- Laikipia
County Government

309.500

Suf ficient
supporting
documents
provided

Recommended
fbr closure

2022 UPC 256,500

Sutficient
supporting
documents
provided

Recommended
for closure

o
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Demand letters
submitted to IP

Mumias Household
Sanitation Project-
Kakamega WSP



FY Prog
Implementing
Partner

Amount Status as at
August 2024

Remarks

2022 UPC
Busia Port Victoria
Household Sanitation
Pro.iect- Busia WSP

50,000
Follow up
ongoing

Demand letters
submitted to IP

2022 UI'C
Mbale Household
Sanitation Project-
Amatsi WSP

483.206

Sufficient
supporting
documents
provided

Recommended
for closure

2022 WLP

Support to Water and
Sanitation Projects in
Turkana West, Kenya -

AMREF

1,360,463

Suflicient
supporting
documents
provided

Recommended
for closure

2022 WLP

Enhancing Livelihoods
through supply and
sanitation improvement
and addendum to the
ELIWAS grant -
AAHI

7,397,740

Sufficient
supporting
documents
provided

Recommended
for closure

2022
EDE-
CIPRA

Samburu Water and
Sewerage company

4,308,942

Sufficient
supporting
documents
provided

Recommended
for closure

2022
EDE-
CIPRA

Olkejuado Water and
Sanitation Company 37,250

Follow up
ongoing

Demand letter
submitted to IP

2022
EDE-
CIPRA

Kirandich Water and
Sanitation Company

16.599
Follow up
ongoing

Demand letter
submitted to IP

2022 CLSG
Nakuru Water and
Service Sanitation
Company

241,500

Sufficient
supporting
documents
provided

Recommended
for closure

2022 CLSG
Malindi Water and
Sanitation Company

4,555,149

Sufficient
supporting
documents
provided

Recommended
for closure

2022 CLSG
Garissa Water and

Sewerage Company
Limited

Sufficient
supporting
documents
provided

Recommended
for closure

2022 CLSG
Garissa Water and

Sewerage Company
Limited

r. r 20.700

Sufficient
supporting
documents
provided

Recommended
for closure

2022 CLSG
Tavevo Water and

Sanitation Company
I,000,000

Sufficient
supporting

Recommended
for closure

a
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FY Prog
Implementing
Partner

Amount
Status as at
August 2024

Remarks

documents
provided

2022 CLSG
Nairobi City Water and

Sewerage Company
166,81I

Sufficient
supporting
documents
provided

Recommended
for closure

2022 CLSG
Nairobi City Water and
Sewerage Company

18,692

Sufficient
supporting
documents
provided

Recommended
for closure

2022 CLSG
Amatsi Water Services
Company

187,293

Sufficient
supporting
documents
provided

Recommended
for closure

2022 CLSG
Amatsi Water Services
Company

3,025,s33

Sufficient
supporting
documents
provided

Recommended
for closure

2022 CLSG
Amatsi Water Services
Company

1,550,886

Sufllcient
supporting
documents
provided

Recommended
for closure

2022 CLSG
Amatsi Water Services
Company

12,644,762
Follow up
ongoing

Water Fund has

engaged the
Governor and we
expect to be

resolved in the
next 3 months.

50,6.16,855

79. Following the release ofthe audit report, a total ofKshs. 45,129,056 has been accounted for.

In the course of follow ups, Water Fund arranged tbr physical meetings with various

stakeholders including the county governments in an elfort to have the findings addressed.

Demand letters have been made to partners who have been responding to the WSTF's

requests though at a slow pace. Water Fund has further, engaged the services of Quality
Assurance Monitors (QAMs), who are assigned specific counties with WSTF projects. The

QAMs have been tasked with ensuring that all audit queries in the projects that they are

monitoring are adequately addressed.

Observations by the Committee
80. The Committee observed that-

i) 45,129,056 had been accounted for through provision of supporting

documents and refunds while Kshs. 5,517,799 had not been supported
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ii) The matter is unresolved.

Recommendations of the Committee
81. The Committee recommended that-

i. Within six months upon the adoption of this report the Accounting Oflicer
must provide a report and supporting documentation on the recovery of the
pending amount of Kshs. Kshs.5,517,799 which had not been supported to the
Office of the Auditor General for audit verification.

ii. The Accounting Officer should ensure that all applicable accounting and
financial controls, systcms, standards, laws, and procedures are followed in the
preparation of the financial statements in compliance with Public Finance
Management Act,2012 and in accordance with the standards prescribed by the
Public Sector Accounting Standards Board as per Regulation l0l(4) of the
Public Finance Management (National Government) Regulations, 2015.

5. Information, Communication and Technology (ICT) Governance

(a) ICT Policy Deficiencies
82. As previously reported, review ofthe IT Policy in place revealed that the Fund does not have

clearly defined controls, processes and procedures with regards to network administration,
backup management and user creation in the application systems. Inadequate user access
creation guidelines may result to inconsistent processes of user access creation across the
various systems within the organization. Lack of policy guidelines on network administration
and backup management may lead to inadequate backup and network procedures being
implemented in the IT systems. In the circumstances, the adequacy of ICT backup and
controls in the network procedures implemented in the IT systems, could not be confirmed.

Submissions by the Accounting Officer
83. The Accounting Officer submitted that-

The management acknowledged the finding and undertook review of ICT policy to address

control deficiencies that were identified. Subsequently a second review of ICT policy
commenced in FY202312024 as parl of continuous improvement and to keep abreast with
developments in the ICT. The review was finalised and purposed to eliminate all the gaps

and deflciencies identified as above.

Observations by the Committee
84. The Committee observed that-

i. Management undertook review of ICT policy and have since addressed the
control deficiencies that were identified.

ii. The matter is resolved.

(c) Password Deficiencies in the Aren Register Application
85. As previously reported, the Aren Register application does not have a password

configuration in place that would allow the administrators of the system to implement
password policy as per industry standards or the organization's IT policy. Failure to
implement a password policy may allow attackers to gain unauthorized access to the system
therefore exposing the Fund to possible loss or manipulation of its data. In the circumstances,
the controls in place to prevent unauthorized access to the system could not be confirmed.
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Submissions by the Accounting Officer
86. The Accounting Officer submitted that-

The management acknowledged the deficiencies in the Aren system's password security

implementation. Management engaged the Aren system vendor for refinement of the

password module to cater for password complexity requirements'

Observations by the Committee
87. The Committee observed that-

i) Management had since engaged the Aren system vendor for refinement of the

password module to cater for password complexity requirements and resolved

the matter .

iD The matter is resolved.

6. Long Outstanding Receivables

88. The statement of financial position reflects receivables from non-exchange transactions

balance of Kshs.596,033,165 as disclosed under Note l6 to the financial statements which
includes Kshs.26,172,547 (28,091,171 2o2o-21) that has been long outstanding with
movement of only Kshs.l during the year under review. Further, adequate control measures

and safeguards to the signed agreements to repay the debts wer_e.not providedfor.audit' In
the circu]mstances, the aJequate control measuies and recoverability of the receivables from
non-exchange transactions balance of Kshs.26, 172,547 could not be confirmed.

Submissions by the Accounting Officer
89. The Accounting Officer submitted that-

The Management assisted by the Board has initiated recovery strategies from the affected

WSPs with support from respective County Governments. It's also expected that there will

be change of strategy pertaining to disbursements to projects and specific strategies to WSPs

in the list of provisions/questioned costs. The Board of Trustees and management have

engaged governors of the Counties of Garissa, Taita Taveta, Samburu, Vihiga, Nakuru,

Kakamega and Kajiado with the aim of resolving the long outstanding receivables. In these

engagements, we have had the counties of Taita Taveta, Kajiado and Garissa committing to

refund the amounts in question by the end of the financial yeat 2023124.

90. Water Fund has further, engaged the services of Quality Assurance Monitors (QAMs), who

are assigned specific counties with WSTF projects. The QAMs have been tasked with

ensuring that the implementing partners in their areas of jurisdiction provide satisfactory

reports in a timely manner. WSTF has also introduced a plattbrm on which all reports and

other relevant documents are uploaded at the end of every month. The program teams review

the reported documents and reports based on the quality and timeliness.

-74
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I

698,677
Baba Dogo water
extenslon 698,676.90KFW/BMGF

2,302,552.00 2,302,552.00KITW/BMGIT
Bulla Arabia and Bulla
Garal call 7

0933,514.00 933,514.00KFW/BMGF
Busia port Victoria
Houshold sanitation

74,893
KFWBMCF

Garissa primary
playground PSF 77 ,773.7 5

25,048.75 25,048.75 0KFW/BMGF
Kibwezi household
SAN

0KFW/BMGF Kimende pipeline call 7 43,200.00 43,200.00

140,60s.00KFW/BMGF
Kirinyaga household
sanitation proiect r 40,605.00 0

3,493,298.45
2,290,027 1,064,27r

KFW/BMGF
Mathare sustainability
water pro.iect

1,837,102.00r ,837, 102.00 0KFW/BMGF

Mbale household
sanitation project
Amatsi

0 836,042.00836,042.00KFW/BMGF

Mitunguu town
household sanitation
project

130,924.00 0 130,924.00
Naromoru household
sanitation projectKFWiBMGI.-

5,467,479
5,467,478.78 0KFW/BMGF

Nolturesh Nzaui
household sanitation
project

302,689.00 0302,689.00KFW/BMGF

Ongata Rongai
sanitation (safi san pilot)
pro.iect

39,865.501,053,108.00 1,0t3,242.50KFW/BMGF
Ukunda household
sanitation project

01,075,603.00
1,075,603

CPC-SIDA
Kimangao water and
sanitation proj ect

26,s25.00
26,525

MTAP
SCHOOL
WASH

Mchelelo primary
school

6,142,945
06,142,945.00Kone communityEU SHARE

383,034
0383.034.00EU SHARE

Manda Maweni
WATSAN project

5,536,954
05,536,954.00Kochodin WRUAGGEP

35

0

2,881

0



4,788
4,788.00ro ect

Mrima sanitation

J6P

5,t2r
5,121.00

Mwangani Sanitation
proiectJ6P

3,628,450
03,628,450.00Nairobi WRLIAIIIAD

l,963,000.0001,963,000.00Irangi CFAIFAD

802,782.101,042,187 .35I,844,969.45
Bar Kowino Nyawita
water pro.lectKFWBMGF

0506,143.80506,143.80

Homabay town
household sanitation
projectKF'WiBMGF

47t,894.901,491,910.10r,963,805.00
Ijara household
sanitation-KFWKFW/BMGF

6,882,498.286,882,498.28
Kiambiu water
extension,KITW/BMGF

836,042.00393,150.471,229,192.47

Mitunguu torvn
household sanitation
proiectKFW/BMGF

0I ,134.001.134.00

Rumuruti town
household sanitation
NyahururuKFW/BMGF

013,097.0013.097.00

Sabasaba Maragua
household sanitation
Muranga southKFw/BMGF

1.025,487.00
01,025,487.00QuachachaEU SHARE

144,253.00144.253.00Harajab WATSANGGEP

20,t20.0081,405.00l 0 l ,525.00Libahlow WATSAN

03,476,372.003,416,372.00
Shebta CAAD
WATSANGGEP

3,14r.0003,141.00Mrima CLTS projectJ6P

32,475.00032,475.00
Bungoma primary san.

ProjectJ6I'

2,067.002.067.00Kwale WASCOJ6P

1,598.000I,598.00Mbuguni WRUA.I6P
135.507,0Mwangani CLTS.I6P
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0
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0



prolect 7,135.50

0 1,647,638.00IFAD Kimakia CFA I ,647.63 8.00

23,545.00 23,545.00 0GGEP Other receivables

COVID I9
Project receivables -

NWSC 1,347,045.44 1,037,999.91 309,045.53
31,752,009GRAND TOTAL 52,848,499 11,073,992

Observations by the Committee
91. The Committee observed that-

i. An amount of Kshs. 34,752,009 in respect to project receivables had been

outstanding
ii. The matter is unresolved.

Recommendations of the Committee
92. The Committee recommended that-

That within six months upon the adoption of this report the Accounting Olficer
provides a progrcss report oand supporting documentation the recovery of Kshs.

34,752,009 in respect to project receivables to the Office of the Auditor General for
audit verification.
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2.5. Examination of the Auditor General reports for Water Sector Trust Fund for the

financial Year 2022/23

Emphasis of Matter by the Auditor General

l. Budgetary Control and Performance
93. The statement ofcomparison ofbudget and actual amounts reflects final receipts budget and

actual on comparable basis of Kshs.2,584.000.000 and Kshs.l,76l,l I 7,516 respectively

resulting to an under-funding of Kshs.822,882.484 or 32oh of the budget. Similarly, the Fund

spent Kshs.l,g}l,55g,672 against an approved budget of Kshs.2,584,000,000, resulting to an

under-expenditure of Kshs. 682,440,308 or 260/o of the budget. The under-tunding and under-

performance affected the planned activities of the Fund and may have impacted negatively

on service delivery to the public.

Submissions by the Accounting Officer
94. The Accounting Officer submitted that-

The management took note of the finding on the performance which was attributed to funds

budgeted for not being received or expended in books of accounts for income recognition

from various Development Partners namely; KtW Phase-lV, Bill & Melinda Gates (BMGF)'

EU Climate-Proofed Infrastructure Programme and Danida SWASAP. As an action, they

budgeted fbr the funds not received in the subsequent financial year where a significant

amount of Development Partner funds had been realised and are currently being implemented

by various programmes for which tunding had been received.

The Water Fund budget summary tor FY 202212023 is as presented in table I below.

Toble l: ll/ater Fund Bu t Summar ot

Variance

(KShs)

Actual
expenditure
(KShs)

Amount
received

(Kshs)

Budgeted
amount
(KShs)

No. Funding source

0369,500,000369,500,000369,500,000I GOK
-9,346,431I I,346,4312,000,000Finance income)

326,007,653101,292,347300,000,000J-10,.100,0003
DANIDA
SWASAP

-7,,741,967182,111,967116,756,710174,400,000IFAI)

204,864,021298,535,979500,000,000503,4oo,o0o
ClimatcEU

proofing5

38,404,0863l,595,91470,000,0006 KfW III
246,018,788344,981,212591,000,0007 KfW Phase IV
89,257,59420,742,4067,717,971I10,000,000BMGF8
100,644,8753,755,125104,400,000GGEP9
17,172,019L27,98117,300,000DANIDA - WLPl0
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Government of
Finland & Sweden
(J6P)

9,700,000 2,276,455 7,423,545

t2 World
CLSG

Bank
175,100,000 389,799,858

214,699,858

l3
DANIDA - Covid l9
Response
Programme

26,900,000 2,018,841 24,881,159

Total 2,584,000,000 1,474,128,135 1,761,117,516 822,882,484

Observations by the Committee
96. The Committee observed that-

i. The Fund had a budget deficit amounting to Kshs.822,882r484 and an under
absorption of Kshs.682'440,308.

ii. The outstanding disbursements were occasioned by the delay in remitting
budgeted funds by both the Development Partners and Government of Kenya.

iii. The matter is resolved.

Other Matters

Unresolved Prior Years Matters

Submissions by the Accounting Officer
98. The Accounting Officer submitted that-

The management took note of the finding and had since ensured that all withholding taxes

have been remitted to KRA. Remittance of Withholding Taxes on Interest Income to KRA

has been annexed in the Management Responses
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141,959,261

95. Consequently, the management took note of the audit finding under expenditure due to
unrealised revenues. The Fund was keen to implement projects from the funds realised in the

subsequent period. The Bank Statements for KfW, BMGF, EDE-CPIRA and SWASAP

Programmes have been annexed in the Management Responses

l. Failure to Remit Withholding Tax on Interest Income

97. The statement of financial position rellects trade and other payables balance of
Kshs.171,542,037 as disclosed under Note 22 to the financial statements which includes

withholding tax payables totaling to Kshs.l93,523 relating to withholding taxes on interest

income earned from project accounts that was not remitted to KRA. Failure to remit

withholding taxes on interest income deducted by the payee at l5Vo and remit to KRA by

20th of the following months contrav€nes the Income Tax Act and could result in penalties

and interest being levied by KRA. In the circumstances, Management was in breach of the

law.



Observations by the Committee
99. The Committee observed that-

i. The Fund had since ensured that all withholding taxes have been remitted to

KRA.
ii. The matter is resolved.

2. Abandoned Project
100. As previously reported, the Fund entered into a financing support and implementation

agreement with Athi Water Works Development Agency (AWWDA) for Gatundu priority

p-.j..t on 28 April, 2020.The Agency contracted a drilling company for LOT 3 and 4 of
works relating to ground water exploitation project, drilling and equipping of Gatundu

boreholes for Kshs.54,632,385 and Kshs.61,238,383 respectively.

r0l . The drilling company was paid an initial sum of Kshs.7,388,808. However, the company

did not complete the works. Following abandonment of the construction works in March,

2021 without prior consultation or approval by the Project Manager, the Agency held

meetings with the contractor for resumption ol' works without success and subsequently, the

Agency issued a notification to terminate the contract on 30 November,202l . However, no

evidence has been provided to confirm whether the project has been completed. In the

circumstances, the abandoned project affected the planned objectives of the Fund and may

have impacted negatively on service delivery to the public. Further, the value for money paid

has not been realised.

Submissions by the Accounting Officer
102. The Accounting Officer Submitted that-

The management takes note of the tinding. The project was .iointly funded by Water Fund

and Athi Water Works Development Agency (AWWDA) with Water Fund handling Lots

1&2 with AWWDA handling Lots 3&4 respectively. Water Fund was to contribute Kshs.

250M and AWWDA was to contribute Kshs. 425M to support the programme activities.

Under the contract AWWDA was to be implementing and accounting agency. WSTF has

since received accounting documents for the disbursement made under Lots l&2 for this

project. All the funds (Kshs. 250,000,000) transferred to AWWDA was fully accounted as

per General Ledger. Athi Water Works Development Agency (AWWDA) is cunently

undertaking an out-of-court settlement with the contractor and agreeing on modalities for

completing the pending works. The matter has been referred to and is being handled by

AWWDA who are to present the current status and follow up to closure. The Water Fund

and AWWDA Project Implementation Contract and Gatundu Water Project Accounting

Documentation

Submissions by Athi Water Accounting Officer
103. The Accounting Officer Submitted that-
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104. Both contracts were funded by the Government of Kenya through the Ministry of Water,

Sanitation and Irrigation. The construction works for the two projects commenced

simultaneously on 28th July, 2020 with an original completion date of 28th July, 2021 and

the Defect Liability Period supposed to end on 28thMay, 2022.However, by December 2023,

the contract term for both project works had lapsed but the project works remained

incomplete.

r05 . The contractor requested for review of rates via a letter dated 25 February,2O2l which

rvas declined pursuant to Special Condition of Contract (SCC) clause 50 which states that a

contract is not subject to price adjustment. The contractor abandoned the site after the decline

of price variation and the Agency issued a notice on intention to terminate the contract on 30

November, 2021 and demanded to cash the performance guarantee.

106. AWWDA subsequently made a demand to the bank seeking to recall the performance

bonds of Kshs. 6,123,839 on account EKVSM/20-GI6689 and Kshs. 5,463,239 on accoullt

EKVSM/20-GI6690 as deposited by the Plaintiff on account of performance guarantee.

Following AWWDA's intention to terminate the above-mentioned contracts and the demands

to the bank to recall the performance bonds as above-referenced, AWWDA was served with

an Application Milimani Civil Suit No. E97l of 202]l Drill Rite Africa Limited- VS- Athi

Water Works Development Agency and Bank of Africa Kenya Limited under a certificate of
Urgency dated I 7th December, 2021 .

107. The Plaintiffs (Drill Rite ltd), sought fbr Orders inter alia, that the Court restrains by the 2

nd Defendant (Bank of Africa) from releasing Kshs. 6)23$39 on account EKVSM/20-

GI6689 and Kshs. 5,463.239 on account EKI/SM/20-GI6690 as deposited by the Plaintiff on

account of performance guarantee and further that the issues in dispute on variation of prices

be referred to adjudication by an Arbitrator to be appointed by the Kenya Chapter of the

Chartered Institute of Arbitrators as per the Contract.'l'he plaintiffs also sought for orders on

payment for works completed as at 22d September 2021 . The court directed that the case be

settled through arbitration.

. AWWDA and M/s Drill Rite Limited entered into a Final Settlement Agreement on the

I I th day of January, 2024 for the purposes of amicably settling all matters in dispute leading

to the filing of the above-mentioned suit and the copy of settlement agreement has been

annexed in the Management responses. For the Construction works for Gatundu Water and

108

4l

Athi Water Works Development Agency (AWWDA), entered into a contract for construction

works for Gatundu Water and Sanitation Project: Gatundu Ground Water Exploitation

Project; Contract No. AWWDA/GOK/GWSPIW-2}1LOT 312020 and further, a Contract for

construction works for Gatundu Water and Sanitation Project: Drilling and Equipping of
Gatundu Boreholes: Contract No. AWWDA/GOK/GWSP/W-291LOT 412020 with M/s Dritl
Rite Africa Limited in July 2020.



Sanitation Project: Gatundu Ground Water Exploitation Project; Contract No.

AWWDA/GOK/GWSP/W-29ILOT 312020, it was agreed in the Final Settlement Agreement

that upon withdrawal of the suit against AWWDA and Bank of Africa, AWWDA to settle

the final payment of kshs. 4,561,261.43 (lnclusive of VAT) to the contractor for works done

and certified.

109. For Gatundu Water and Sanitation Project: Drilling and Equipping of Gatundu Boreholes

project; Contracr No. AWWDA/GOK/GWSPIW-}91LOT 412020 it was agreed in the Final

Settlement Agreement Upon withdrawal of the suit against AWWDA and Bank of Africa,

AWWDA to settle the final payment of Kshs. 5,932,866.99 (lnclusive of VAT) to the

contractor for works done and certified. Subsequently, as per the terms of the final settlement

agreement between the parties, the plaintiffs (Drill Rite Limited) filed a notice of withdrawal

dated 24s January, 2024 seeking to withdraw the suit in its entirety. The Court marked the

matter as withdrawn with no orders as to costs vide Order dated 5th March, 2024 and copy of
the order is annexed in the Management Responses

Observations by the Committee
I 10. The Committee observed that-

i. Management entered into a tinancing support and implementation agreement with

Athi Water Works Development Agency (AWWDA) for Gatundu priority project

for lot 3 and 4

ii. The construction works for the two projects commenced simultaneously on 28th July,

2020 however,, by December 2023. the contract term for both project works had

lapsed but the project works remained incomplete.

iii. The contractor's request for a rate review was declined pursuant to SCC clause 50,

leading to site abandonment, issuance of termination notice, recall of performance

bonds by AWWDA, a legal suit and arbitration request by Drill Rite Africa Limited,

and eventual amicable resolution through a Final Settlement Agreement signed on

'llth Jarvary 2024.
iv. As part of the settlement, AWWDA agreed to make final payments totalling Kshs.

10,494,128.42 for certified works, leading to the withdrawal of the suit by the

plaintiff on 24th lanuary 2024 and the court marking the case as formally withdrawn

on 5th March 2024.

v. The matter is resolved.

f. Anomalies in Projects Implementation
f f f . The statement of financial performance Includes project expenses of Kshs. I ,385,104,642

as disclosed under Note 12 to the tlnancial statements out of which Kshs.20,021,454 relates

to costs arising from project expenditure incurred by implementing partners comprising of
GLSG Kshs.l 6,635,514, EU-CPIRA Kshs.l,188,5l I and KFWBMGF Kshs.2,197,429. The

costs had anomalies in the procurement procedures such as the identification of contractors,

payment of VAT from donor funds and non-compliance with development partners'

guidelines among other factors. In the circumstances, the regularity and value for money on

the project expenses of Kshs.20,021,454 could not be conflrmed.
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Submissions by the Accounting Officer
ll2. The Accounting Officer submitted the following l

The management took note of the finding and in its submission noted that since the release of
the report, there had been substantial efforts that were made to address the questioned costs

raised during the audit of the implementing partners. The Water Fund arranged for physical

meetings with various stakeholders including the county govemments in an effort to have the

findings addressed. Demand letters had been issued to implementing partners who had been

slow in responding to the WSTF's requests to have the matters resolved.

Water Fund had further, engaged the services of Quality Assurance Monitors (QAMs), who

are assigned specific counties with WSTF projects. The QAMs have been tasked with
ensuring that all audit queries in the projects that they are monitoring are adequately

addressed. The detailed schedule of the amount which the auditor had categorised as

unsupported expenditure and status of resolution was as summarized in table 2 below and

the Demand Letters to lmplementing Partners and QAMs Terms of Reference have been

annexed in the Management Responses

Toble 2: Anomalies in Pro cls lemenlalion or FY 2022-2023

-143

Amount-
KES

Remarks to the
Special Funds
Committee of
NA

Status as at

MNch2025
FY Donor Project Name/

Implementing
partner

Project Issues

263,915 Recommended
for closure by
the Committee

Funds
refunded
24.04.2024

on
2023 BMGF Kilifi-Mariakani

Household
Sanitation
Project- Kilifi
Mariakani WSP

Documents
received.
Recommend
for closure by
the Committee

143,820 Recommended
for closure by
the committee

Inadequately
supported
expenditure

BMGF Ijara Household
Sanitation Project
in Ijara- Garissa
Water

Resolved and

recommend for
closure by the
Committee

r 6,000 Demand letters
submitted to IP

Inadequately
supported
expenditure

Kfv Kapsoit - Sosiot
Water project-
Kericho Water

2023

Resolved and

recommend for
closure by the

Committee

Demand letters
submitted to IP

9.000Kapsoit - Sosiot
Water project-
Kericho Water

Inadequately
supported
expenditure

2023 Kfw

Documents
received.
Recommend
for closure by

Recommended
for closure by
the committee

44,000Inadequately
supported
expenditure

Kfw Water
Bomet

-

Inadequately
supported
expenditure

2023

Kapkwen
Project-
Water

2023



the Committee

2023 Kanjeru water
supply project -
Kikuyu Water

Unsupported
expenditure

96.697 Demand letters
submitted to IP

Resolved and
recommend for
closure by the
Committee

2023 Kfw Kanjeru water
supply project -
Kikuyu Water

Inadequately
supported
expenditure

45,307 Recommended
for closure by
the committee

Documents
received.
Recommend
for closure by
the Committee

BMGF Murang'a south
household
sanitation project

- Muranga South
WSP

Bank charges due
to un-refunded
amounts atier
proj ect closure

2,160 Demand letters
submitted to IP

Resolved and
recommend for
closure by the
Committee

2023 BMGF Murang'a south
household
sanitation project

-Muranga South
WSP

Unsupported
expenditure

10,500 Demand letters
submitted to IP

Resolved and
recommend for
closure by the
Committee

2023 Kfw Ol-Jabet Town
And Site Project
KFW IV-
Nyahururu Water

Inadequately
supported
expenditure

103,700 Resolved and
recommend for
closure by the
Committee

2023 BMGF Mitunguu Town
Household
Sanitation Project

- Imetha WSP

Double payment
of expenditure

8.309 Demand letters
submitted to IP

Resolved and
recommend for
closure by the
Committee

2023 BMGF Mitunguu Town
Household
Sanitation Project

- Imetha WSP

Unsupported
expenditure

20,8 r 0 Demand letters
submitted to IP

Resolved and
recommend for
closure by the
Committee

2023 BMGF Mbale Household
Sanitation
Project- Amatsi
Water

Expenditure
incurred after
project
implementation
period

100,000 Recommended
for closure by
the committee

Resolved and
recommend for
closure by the
Committee

2023 KfW Lower Aguthi
Gaaki Water
Supply Project-
Tetu Aberdares
WSP

Inconsistencies in
support
documentation

12,070 Recommended
for closure by
the committee

Resolved and
recommend fbr
closure by the
Committee

2023 Ongata Rongai
Sanitation
(Safisan Pilot)

Unsupported
expenditure

302.734 Demand letters
submitted to IP

Resolved and
recommend for
closure by the
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Project-
Oloolaiser Water
and Sewerage
Company

Committee

2023 BMCF Mitunguu Town
Household
Sanitation Project

- Imetha WSP

vn.f 66.471 Recommended
for closure by
the committee

Waiver granted
by Donor.
Recommend
for closure by
the Committee

2023 BMGF Mwatate
Household
Sanitation
Project- Tavevo
Water and
Sewerage
Company Ltd

VAT 26,820 Recommended
for closure by
the committee

Waiver granted

by Donor.
Recommend
for closure by
the Committee

2023 BMGF ljara Household
Sanitation Project
in Ijara- Garissa
Water

VAT 925,116 Recommended
for closure by
the committee

Waiver granted
by Donor.
Recommend
for closure by
the Committee

2023 World
Bank

Kakamega water
Company

Expenditure
incurred out of
the project period

75,000 Demand letters
submitted to IP

Resolved and

recommend for
closure by the
Committee

World
Bank

Tavevo Water Double reporting
of expenditure

14,758,808 Demand letters
submitted to IP

Resolved and

recommend for
closure by the
Committee

2023 World
Bank

Nyahururu Water Ineligible
expenditure

1,527,828 Demand letters
submitted to IP

Resolved and
recommend for
closure by the

Committee

2023 World
Bank

Nyahururu Water Idle project assets 113,317 Demand letters
submitted to IP

Resolved and

recommend for
closure by the
Committee

2023 World
Bank

Nyahururu Water 64,000 Demand letters
submitted to IP

Resolved and

recommend for
closure by the
Committee

EDE
CIPRA

Garma-Mugur
water supply
project- Samburu
Water and
Sewerage

Unsupported
Expenditure

778,000 Recommended
for closure by
the committee

Resolved and

recommend for
closure by the
Committee
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Company
2023 EDE

CIPRA
Garma-Mugur
water supply
project- Samburu
Water and
Sewerage
Company

Incomplete works Recommended
for closure by
the committee

Resolved and
recommend for
closure by the
Committee

2023 EDE
CIPRA

Muruny-
Chepareria water
project-
Kapenguria
Water and
Sewerage
Company

Unsupported
expenditure

82.71I Recommended
tbr closure by
the committee

Resolved and
recommend for
closure by the
Committee

2023 EDE
CIPRA

Muruny-
Chepareria water
project-
Kapenguria
Water and
Sewerage
Company

Inadequately
supported
expenditure

209,000
(Less
149,000
accounted)
60,000
Outstanding

Demand letters
submitted to IP

Resolved and
recommend for
closure by the
Committee

2023 EDE
CIPRA

Al Arabal Water
Project-
Kirandich Water
and Sanitation
Company

Inadequately
supported
expenditure

r8.800 Recommended
lbr closure by
the committee

Resolved and
recommend for
closure by the
Committee

Total 19,924,893

The Management Letter to Water Fund by the Appointed External Auditors (PWC) indicating

resolution of the issues had been attached in the Management reponseses.

Observations by the Committee
I l3.The Committee observed the following

i\ 2,842,727 had been accounted for through provision of supporting

documents, refunds while Kshs. 17,082,166 had not been supported'

ii) The matter is unresolved.

Recommendations of the Committee
1 I 4.The Committee recommended that-

i. Wthin six months upon the adoption of this report the Accounting Officer must

provide report and supporting documentation on the recovery of the pending

amount of Kshs. 17,082,166 which had not been supported to the Office of the

Auditor General for audit verification.
ii. The Accounting Officer should ensure that all applicable accounting and

financial controls, systems, standards, laws, and procedures are followed in the

preparation of the financial statements in compliance with Public Finance

,16
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Management Act,2012 and in accordance with the standards prescribed by the

Public Sector Accounting Standards Board as per Regulation l0l(4) of the

Public Finance Management (NationalGovernment) Regulations' 2015.

4, Irregular Project Expenditure
1 15. The statement of receipts and payments reflects project expenses of Kshs.1,385 ,104,642

as disclosed in Note l2 to the financial statements. Included in this amount is

Kshs.389,799,858 expensed under Conditional Liquidity Support Grant (CLSG) funded by

World Bank out of which Kshs.30,400,000 was incurred by Kakamega Water and Sanitation

Company (KACWASCO) for the supply, installation, configuration, customization,

migration, testing, training, commissioning, and maintenance of an Enterprise Resource

Planning System.

Observations by the Committee
I 18. The Committee observed that-

i. KACWASCO incurred costs amounting to Kshs.12,954,400 charged under the fixed

grant for construction of two (2) storm water drainage and rehabilitation of filter at

Tindiyo water treatment plant without approval by WASREB.
ii. The management is engaging WASREB and the World Bank towards resolution of

the issue as per the correspondences submitted.
iii. there was no evidence that WASREB approved the amendment of the grant

agreement to allow the reallocation of the funds from variable to fixed grants.

iv. The matter is unresolved.

Reccomendation of the Committec

ll6. Further, KACWASCO also incurred costs amounting to Kshs.12,954,400 charged under

the fixed grant for construction of two (2) storm water drainage and rehabilitation of filter at

Tindiyo water treatment plant. These costs were incurred befbre the approval for the fixed
grant through an addendum approved on l2 January 2022by the Fund and before signing of
the CLSG grant agreement on 15 December 2021. Costs under the fixed grant are to be

incurred after signing of the grant agreement. In addition, there was no evidence that Water

Services Regulatory Board (WASREB) approved the amendment of the grant agreement and

the re-allocation ofthe funds from variable to fixed grants. In the circumstance, the regularity

ofthese expenditures could not be confirmed.

Submissions by the Accounting Officer
l17. The Accounting Officer Submitted that-

The appointed auditor questioned the entire amount of Kshs. Kshs.30,400,000 due to the fact

that it was above the threshold of US$ 100,000. Field verification, had been undertaken and

the project is in existence and operational. The managenlent is engaging WASREB and the

World Bank towards resolution olthe issue. The Correspondence with WASREB and World

Bank had been annexed in the Management responses



l19 The Committee recommended that-
i. within six months upon the a{option of this report, the Management should

provide a report on regularization of the expenditure of Kshs.l2,954'400 to the

auditor general for audit verification; and

ii. the Accounting Officer ensures that all applicable accounting and financial

controls, systems, standards, laws, and procedures are followed in the

preparation of thc financial statements in compliance with Public Finance

Management Act, 2012 and in accordance with the standards prescribed by the

Public Sector Accounting Standards Board as per Regulation l0l(4) of the

Public Finance Management (NationalGovernment) Regulations, 2015.

4. Ineligible Project ExPenditure
l2O. The Statement of Financial Performance reflects project expenses amount of Ksh.

1,385,104,642as disclosed in Note l2 to the Financial Statements. Included in the amount. is

expenditure amounting to Kshs. 14,185,538 incurred under the CLSG grant tbr the supply,

installation, configuration, customization, migration, testing, training, commissioning, and

maintenance of an Enterprise Resource Planning System. This was based on an addendum

approved by WSTF on l0 March, 202l.The ERP system was to be used to manage the water

service providers (WSPs) operational systems including procurement, inventory management,

billing, and human resource management. However, there was no evidence that WASREB

approved the amendment of the grant agreement and the re-allocation of the lunds from

variable to fixed grants. In the circumstance, the regularity ofthese expenditures could not be

confirmed.

Submissions by the Accounting Officer
l2l. The Accounting Officer submitted the lbllowingl

Theappointedauditorquestionedtheentireamountof Kshs. 14, l85,538duetothefactthatit
was above the threshold of US$ 100,000. Field verification, was undertaken and the project

is in existence and operational. The management is engaging WASREB and the World Bank

towards resolution of the issue. The Correspondence with WASREB and World Bank had

been annexed in the Management responses

Observations by the Committee
122. The Committee observed that-

i. water Sector Trust Fund (wsTF) incurred costs amounting to Kshs.

14,185,538 charged under the fixed grant for the supply, installation'

configuration, customization, migration, testing, training, commissioning, and

maintenance of an Enterprise Resource Planning System.

ii. The management is engaging WASREB and the world Bank towards

resolution of the issue as per the correspondences submitted'

iii. there was no evidence that WASREB approved the amendment of the grant

agreement to allow the reallocation ofthe funds from variable to fixed grants.

iv. The matter is unresolved.

48



Reccomendation of the Committee
123. The Committee recommended that-

i. within six months upon the adoption of this report, the Management should

provide a report on regularization of the expenditure of Kshs. 14,185,538 to the

auditor general for audit vcrification; and
ii. the Accounting Officer cnsures that all applicable accounting and financial

controls, systems, standards, laws, and procedures are followed in the

preparation of the financial statemcnts in compliance with Public Finance

Management Act,2012 and in accordance rvith the standards prescribed by the

Public Sector Accounting Standards Board as per Regulation l0l(4) of the

Public Finance Management (NationalGovernment) Regulations, 2015.

Noncompliance with Laws and Regulations
124. The Statement of Financial Performance reflects project expenses amount of Ksh.

1,385,104,642 as disclosed in Note 12 to the Financial Statements. During the year under

review, Kapenguria Water and Sewerage Services Company Ltd engaged the services of
several contractors to implement the following interventions in Kapenguria and Makutano at

a cost of Ksh 42,836,800 or LJSD 399,910. However the amounts were above the USD

100,000 threshold as provided for in the CSt.C operations manual as detailed below.

125. Further, there was no evidence that Kapenguria Water and Sanitation Company had

registered and obtained a WASREB license as at 30 June 2023.In addition, there were

budgets reallocations approved by the Fund on 30 November 2021 between interventions

within the fixed grant amounting to Kshs.4,800,000 as detailed below:

Intervenliott
Amount
(Kshs)

Amount
USD

Supply and Installation of eight (8) centrdugal and one (I)
at lhe Ka, ,l uria, Makutono

20,3 15,000 t 89,654

14500m Pipeline extension and repairs Makutano ond
Kapenguria ll/ater S 'plies

22,521,800 210,256

I ntervention Original
budget
onro unt
(Kshs)

Original
budgel
omounl
(usD)

Reollocoted
omount
(Kshs)

Reallocaled
amount (USD)

800,000 7,169

Comprehensive ll/ater Billing
software ot Kapenguria ll/ater
Supply olfices 4,000,000 35,847

Sunflo wer - Mothure Pipeline I,775,700 I 5,91 3
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submersible Pumps

Construclion of 2 no. ll/ater
kiosks at Makutano



Karas llater Supply 2,643,086 23,686

Ortum Ll/ater Supply 381,214 3,417

Totol 4,800,000 43,01 6 4,900,000 43,0 l6

\26 . However, there was no evidence that WASREB approved the amendment of the grant

agreement and the reallocation of the funds Iiom variable to fixed grants' This is contrary to

Section 85(2) of the Water Act of 201 6, which states that a WASREB license is a mandatory

prerequisite to enable one to provide water services. In the circumstances, Management was

in breach of the law.

Submiss ions bv the Accountine Office r
127. The Accounting Officer submitted the following;

The appointed auditor questioned the entire amount of Kshs. 42,836,800 due to the fact that it
was above the threshold of US$ 100,000. Field verification, was undertaken and the project

is in existence and operational. The management is engaging WASREB and the World Bank

towards resolution of the issue. The Correspondence with WASREB and World Bank had

been annexed in the Management responses.

Observations by the Committee
128. The Committee observed that the follou'ing;

i. Kapenguria Water and Sewerage Services Company Ltd engaged the services

of several contractors to implement various projects amounting to Ksh

42,836,800 or USD 399,910. However the amounts was above the USD 100,000

threshold which provided in the Conditional Support Liquidity Grant (CSLG)

operational manual.
ii. no evidence that Kapenguria Water and Sanitation Company was registered

and had obtained a WASREB license as at 30 June 2023 contrary to Section

S5(l) of the Water Act of 2016, which states that a WASREB license is a

mandatory prerequisite to enable one to provide lvater services.

iii. there was no evidence that WASREB approved the amendment of the grant

agreement to allow the reallocation ofthe funds from variable to fixed grants.

iv. The matter is unresolved.

Recomendation of the Committee
129. The Committee recommended that -

i. within the six months upon the adoption of this rcport the Kapenguria Water and

Sanitation Company;
a) must provide a report on the rcgularization of the amount incurred above

the threshold as provided by Conditional Support Liquidity Grant (CLSG)

operational manual to the auditor gencral for audit verification'
b) Must provide evidence of wASREB license by Kapenguria water and

Sanitation Company to the Auditor general for audit verification as at 30

June 2023.

-
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ll

c) Must provide thc approval of amendments by WASREB to allow the

expentliture incurred under fixed grants and not variables as stipulated in

CLSG operational manual to the auditor general for audit verification.
The Accounting Officer ensures that all applicable accounting and financial

controls, systems, standards, laws, and procedures are followed in the preparation

of the financial statements in compliance rvith Public Finance Management Act,
2012 and in accordance with the standards prescribed by the Public Sector

Accounting Standards Board as per llegulation 101(4) of the Public Finance

Management (National Government) Regulations' 2015.

l3l . eatment Plant for Kshs 15,570,000 and Kshs 25,800,000 al totalling to Kshs 36,675,000.

However no evidence of competitive procurement was provided for audit. Lack of evidence

of competitive procurement is contrary to the preconditions for funds use; Section C of the

CLSG grant agreement signed between the Water Services Provider (WSP) and WSTF and

the Public Procurement and Asset Disposal Act,2015. In the circumstances, Management

was in breach of the law.

Submissions by the Accounting Officer
132. The Accounting Officer submitted the following;

The procurement documents are available and were provided for Audit verification.

cwwDA CLSG I Project Procurement Documentation had been annexed in

Management responses

The

the

Observations by the Committce
133. The Committee observed the following

i. The Competitive procurement documents were provided for audit verification

ii. The matter is resolved.

5 Lack of a Cost Allocation Policy for Overhead Costs

. The statement of financial performance reflects project expenses of Kshs.1,385,104,642

as disclosed in Note l2 to the financial statements. Included in this amount is an amount of
Kshs.2,l3l,4l6 charged as fuel and rent costs to project expense' For fuel, the payment was

made to replenish a fuel card but there was no evidence that the expenditure was directly

related to the project against which it was charged. For the rent expense, the Fund charged

this to the EU project to the extent ofthe budget and there was no clear and consistent basis

as to why the Fund allocated this amount to the various projects. This was against the

134

4. Lack of Evidence of Competitive Procurement
130. The Statement of Financial Performance reflects project expenses amount of Ksh.

1,385,104,642 as disclosed in Note l2 to the Financial Statements. A review of procurement

documents revealed that Coast Water Development Works Agency (CWWDA) floated a
tender for the purchase and delivery of various fittings and servicing of transformers at

Baricho Water.
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financing agreement, which states that, the overhead costs should be apportioned to the

running projects in a verifiable and consistent manner to ensure accurate reporting to donors.

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

Submissions by the Accounting Officer
135. The Accounting Officer submitted the following;

The management developed a cost allocation policy which was part of the Finance Policy

and Procedures Manual Section 12.4 as Approved by the Board on 26th September, 2024.

The Approved Finance Policy and Procedures Manual had been annexed in the Management

responses

Observations by the Committee
136. The Committee observed the following;

i. The Approved Finance Policy and Procedures Manual was provided for audit

verification.
ii. The matter is resolved.

6 Lack of Documented Project Close Out Procedures
. The financing agreement between the Fund and International Fund for Agriculture

Development (IFAD) for the implementation of Upper Tana Natural Resources Management

Project (UTaNRMP) ended on 30 June 2023. There was no evidence provided that the Fund

has documented guidelines on close out procedures to be followed when closing a grant.

137

r38 . There were instances where disbursements were made to partners in the last quarter of
2023. There were also instances where WRUA's received funds in November 2022 while

their agreements with the Fund were ending on 3l December 2022. As a result, there was

inadequate time for project implementation, monitoring and identification of any

construction defects. The late disbursement of funds resulted in WRUA's failing to observe

the financing contract conditions such as seeking a no objection prior to use of funds and

ineligible expenditure arising from poor workmanship as fbllows:-
i. Middle Kathita Water Resource Users Association (WRUA) funds of

Kshs.3,438,250 were disbursed on 23 march 2023 and the agreement end date was

19 May 2023 thus, the WRUA did not obtain a no objection on procurement from

the Fund prior to engaging the contractor.

ii. Lower Thingithu WRUA funds of Kshs.1,536,000 were disbursed on I November

2022 and the agreement end date was 30 June 2023 it was observed that, the WRUA

incurred Kshs.2,063,790 for the construction of a sand dam along Ndii River. Field

inspection on 18 October 2023 revealed that, the sand dam was no longer operational,

as the water would seep through the bottom. Due to poor workmanship' The defects

were not identified in good time due to the project timelines with the grant ending on

30 June 2023. As a result, the project did not serve the purpose ofholding back

water for the community's use during the dry season.

52



In the circumstances, the objective for the funds and value for money may not have been

achieved.

Submissions by the Accounting Officer
139. The Accounting Officer Submitted the following;

The Water Fund was in the process of reviewing it's Investment Policy that would be

approved by the Board for implementation and this had included Project close out Procedures

In addition, Water Fund engaged with the Middle Kathita and Lower Thingithu WRUAs on

regularizing of their No Objection through correspondences. The Draft Water Fund

Investment Policy had been annexed in the Management responses

Observations by the Committee
140. The Committee observed following;

i. Management has since approved the Water Fund Investment Policy approved by
the board on 6th of May,2025.

ii. The matter is resolved.

4. Information, Communication and Technology (ICT) Governance
10.1 ICT Policy Deficiencies

l4l. As previously reported, review ofthe IT Policy in place revealed that the Fund does not
have clearly defined controls, proccsses and procedures with regards to network
administration, backup management and user creation in the application systems. Inadequate

user access creation guidelines may result to inconsistent processes ofuser access creation

across the various systems within the organization.

142. Lack of policy guidelines on network administration and backup management may lead

to inadequate backup and network procedures being implemented in the IT systems. In the

circumstances, the adequacy oflCT backup and controls in the network procedures

implemented in the IT systems, could not be confirmed.

Submissions by the Accounting Officer
143. The Accounting Officer submitted the following;

The management acknowledged the finding and undertook review of it's ICT policy to

address control deficiencies that were identified. Subsequently a second review ofICT policy

commenced in FY202312024 as part of continuous improvement and to keep abreast with
developments in the ICT. The review was finalised and all the gaps and deficiencies

identified had been addressed as above. The Water Fund Approved ICT Policy had been

annexed in the Management responses.

Observations by the Committee
144. The Committee observed the following;

i. The fund has since amended and now has an Approved ICT policy in place.

ii. The matter is resolved.
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10.2 Password Deficiencies in the Aren Register Application
146. As previously reported, the Aren Register application does not have a password

configuration in place that would allow the administrators ol the system to implement password

polici as per industry standards or the organization's IT policy. Failure to implement a password

poticy may allow aitackers to gain unauthorized access to the system therefore exposing the
'Fund 

to possible loss or manipulation of its data. In the circumstances, the controls in place to

prevent unauthorized access to the system could not be contrnned'

Submissions by the Accounting Officer
145. The Accounting Officer submitted that-

As a follow up, the Management engaged the Aren system vendor for refinement of the

password module to cater for password complexity requirements. The deficiencies have

teen addressed through the Approved ICT Policy under Section 2.8.1.5 Password

Management General guidelines on password management: The continued availability,

integrity, and confidentiality of the services and information provided by Water Fund ICT

facilities are essential for the successful operation of Water Fund's business' The potential

threat to the security of these facilities requires Water Fund to ensure it has appropriate

password management guidelines. Recommendations liom the lC-t department and current

industry standards were used as a basis fbr best practice within these policies. The Aren

System Vendor Engagement had been annexed in the Managcment responses.

0bservations by the Committee
146. The Committee observed that-

i. The deficiencies have been addressed through the Approved ICT Policy under

Section 2.8.1.5 Password Management General guidelines on password

management
ii. The matter is resolved.

5. Long Outstanding Receivables
147. The itatement of financial position reflects receivables from non-exchange transactions

balance of Kshs.364,003,433 as disclosed under Note l6 to the financial statements which

includes Kshs. 172,054,967 that has been long outstanding with no movement during the year

under review. Though these advances were assessed as doubtful and provided for in the

financial statements, adequate control measures and saf'eguards to the signed agreements to

repay the debts were not provided tbr audit. In the circumstances, adequate control measures

and recoverability of the receivables tiom non-exchange transactions balance of
Kshs.172,054,967 could not be cont-rrmed.

Submissions by the Accounting Officer
148. The Accounting Officer Submitted that-

The Water Fund initiated recovery strategies from the aflected WSPs with support from

respective County Govemments. It's also expected that there will be change of strategy

pertaining to disbursements to projects and specific strategies to WSPs in the list of
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provisions/questioned costs. The Board of Trustees and management have engaged
govemors of the Counties of Garissa, Taita Taveta, Samburu, Vihiga, Nakuru, Kakamega

and Kajiado with the aim of resolving the long outstanding receivables. In these

engagements, the counties of Taita Taveta, Kajiado and Garissa committed to refund the

amounts in question by the end of the financial year 2023124.

149. Water Fund has further, engaged the services of Quality Assurance Monitors (QAMs),
who are assigned specific counties with WSTF projects. The QAMs have been tasked with
ensuring that the implementing partners in their areas of jurisdiction provide satisfactory
reports in a timely manner. WSTF has also introduced a platform on which all reports and

other relevant documents are uploaded at the end of every month. The program teams review
the reported documents and reports based on the quality and timeliness. The receivables are

as summarized in table 3 below.

Table 3: Summo o or FY 2022-2023

Opening
balance

Status as at March
2025

Donor Partner Project Issue

The Development
Partner
recommended for
write off of the
outstanding funds

lThe amount has been a
long outstanding receivable
due to lack of monthly
reports. When the reports
were availed they were
deemed to be supporting an]

expenditure for a call thatl
had been closed and couldl
not be accepted. 

I

698,677FW/BMGF leuUu Dogo Water
lExtension- Nairobi
County

2,302,552 Technical Audit
undertaken and

Issue recommended
for closure

uestioned by auditors as

onies spent on VAT and
hus WSTF reversed the
xpenditure, therefore
aving it as a receivable

wilsamounthcKFW/BMGF Bulla Arabia And
Bulla Garal Call 7 -

Technical Audit
undertaken and

Issue recommended
for closure

802,782The amount has not been

accounted for, it rests in the
WSP's bank account, as

they await for approval to
spend it on activities that
were not in the original
Financing agreement.

KFW/BMGF Bar
Nyawita
Project-
County

Kowino
Water
Siaya

2.881 Technical Audit
undertaken and

Issue recommended
for closure

e amount had not been

counted for in the reports
o WSTF, thus treated as

outstanding receivableot1

arissa Primary
layground PSF

KFWBMGF
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Donor Partner Project Issue Opening
balance

Status as at March
2025

KFW/BMGF Kiambiu
Extension
County

Waterl
Nairobi

The amount has been a

long outstanding receivable
due to lack of monthly
reports. When the reports
were availed they were
deemed to be supporting an

expenditure fbr a call that
had already been closed

and could not be accepted.

6,882,498 Technical Audit
undertaken and
Issue recommended
for closure

FW/BMGF Mathare
Sustainability Water
Project- Nairobi
County

The amount has been a

long outstanding receivable
due to lack of monthlY
reports. When the reports
were availed they were

deemed to be supporting an

expenditure tbr a call that
had already been closed
and could not be accepted.

3.493.298 Technical Audit
undertaken and
Issue recommended
for closure

KFW/BMGF Mbale Household
Sanitation Project
Amatsi- Vihiga
County

1.844,502 Technical Audit
undertaken and
Issue recommended
for closure

KITw/BMGF Mitunguu Town
Household
Sanitation Project-
Meru County

having it as a receivable

The amount was
questioned by auditors as

monies spent on VAT and

thus WSTF reversed the

expenditure, theretbre

836.042 Technical Audit
undertaken and
Issue recommended
lbr closure

KFW/BMGF Naromoru
Household
Sanitation Project-
Laikipia County

l'he amount was
questioned by auditors as

monies spent on VAT and
thus WSTF reversed thc
expenditure, therefore
having it as a receivable

130,924 Technical Audit
undertaken and
Issue recommended
for closure

KFW/BMGF Nolturesh Nzaui
Household
Sanitation Project-
Makueni County

r1ol1 project activitics

The amount had not been

accounted for in the reports
to WSTF. thus treated as a

long outstanding
receivable.
Follow-up ol the matter led

to revelation that the

anlounts had been spellt olt

5,467,479 Demand letter
issued to the IP with
expectation of
refund
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Donor Partner Project Issue Opening
balance

Status as at March
2025

KFw/BMGF Oyugis Water
Project KfW IV-
Construction of
Water Tanks and
laying of water
pipelines to
households within
Oyugis Town

Inadequate support
Project Expenditures
Ksh. 12,530,543

to
of

12,530,543 Supporting
document for Ksh.
12,000,000 was

provided and a

demand letter issued

to refund 530,543

KFW/BMGF Muranga South
Household
Sanitation Project

The amount has not been

accounted for, it rests in the
WSP's bank account.
This is due to project
related issues (land issues)
that have led to non-
utilization of the funds.

14,t60,927 The project funds
lhave been verified
and is withheld in
the IPs bank
account. The issue is
recommended for
closure.

KFWBMGF Kapenguria
Household
Sanitation-
Pokot

West

The amount has not been

accounted for, it rests in the
WSP's bank account, as

they await fbr approval to
spend it on activities that
were not in the original
Financing agreement.

t,287,466 Technical Audit
undertaken and

Issue recommended
for closure

KFW/BMGF Kapsoit Sosiot
Water Project -KfW
IV- Kericho County

Questioned costs led to
reversal of expended funds

7, r 05,1 84 Technical Audit
undertaken and

Issue recommended
for closure

KFw/BMGF Kapkwen Pipeline
Ext - KfW IV-
Bomet County

Questioned costs led to
reversal of expended funds

2,684,904 Technical Audit
undertaken and

Issue recommended
for closure

COVID 19 Nairobi
COVID-I9

Water Lack of
documents

supporting 309,045 Project Issues have

been addressed

therefore
recommended for
closure

CLSG Gusii Water
Sanitation Co
CLSG

&
Ltd

Lack of
documents

supporting 2,585,000 Demand letters were
issued by
Management to the
Implementing
Partner

CLSG Kirandich Water &
Sanitation Co Ltd
CLSG

supportlngLack of
documents

78.490 Demand letters were

issued by
Management to the
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Donor Partner Pro.iect Issue Opening
balance

Status as at March
2025

Implementing
Partner

CLSG Lamu Water
Sanitation Co
CLSG

&
Ltd

Lack ol'
documents

supportlng 42.725 Demand letters were
issued by
Management to the
Implementing
Partner

CLSG Wajir Water &
Sanitation Co CLSG

Lack of
documents

supporting 10,866 Demand letters were
issued by
Management to the
Implementing
Partner

CI,SG Kakamega
Water
Sanitation
CLSG

County
And
Co.

Questioned costs led to
reversal of expended f-unds

s0,095,350 Project Issues have
been addressed
therefore
recommended for
closure

CLSG Nakuru Rural Water
& Sanitation Co Ltd
CLSG

Questioned costs led to
reversal of expended funds

l4.l 85.538 Project Issues have
been addressed
therefbre
recommended for
closure

CLSG Nyahururu Water &
Sanitation Co Ltd
CLSG

Questioned costs led to

reversal of expended funds
1,104,846 Project Issues have

been addressed
therefore
recommended for
closure

CLSG Limuru Water &
Sanitation Co Ltd
CLSG

Questioned costs led to
reversal of expended firnds

96,860 Project Issues have
been addressed
therefore
recommended for
closure

CI-SG Nolturesh
Sanitation
CLSG

Water &
Co Ltd

Questioned costs led to
reversal of expended funds

580.150 Demand letter
issued to the IP with
expectation of
refund

IFAD Gachiege WRUA Court case 7,653,000 The project funds
have been verified
and is withheld in
the IPs bank
account. The issue is
recommended for
closure.

-l 

58

-\



Donor Partner Project Issue Opening
balance

Status as at March
2025

IFAD Gatare CFA Questioned costs led to
reversal of expended tunds

301,671 Project completed

IFAD Irangi CFA Questioned costs led to
reversal of expended funds

1,963,000 Project completed
and issue closed

IFN D Kabage CFA Questioned costs led to
reversal of expended funds

1,06r Project completed

IFAD Kabaru CFA Questioned costs led to
reversal of expended tunds

67,700 Project completed

IFAD Kimakia CFA Questioned costs led to
reversal of expended funds

1,647,638 Project completed

IFAD Lower
WRUA

Maragua Questioned costs led to
reversal of expended tunds

565,484 Project completed

IFAD Lower Thangatha
WRUA

Questioned costs led to
reversal of expended funds

272,900 Proj ect completed

IITAD MEFECAP CFA Questioned costs led to
reversal of expended funds

Project completed

IFAD Middle
WRUA-
Nithi

Mutonga
Tharaka

Questioned costs led to
reversal of expended tunds

8r7.1l3 Project completed

IFAD Nairobi WRUA Structural issues on the
Dam led to discomfort in
accepting financial
documents submitted by
the WRUA and thus the
an.rounts availed are still
long outstanding.

,628,450 roject completed

IFAD Saba WRUA Questioned costs led to

reversal of expended funds
2,939 Project completed

IFAD Thika Mid WRUA-
Kiambu County

Questioned costs led to
reversal of expended funds

s,282 Project completed

IFAD Upper Gura WRUA Questioned costs led to
reversal of expended funds

322,091 Project completed

IFAD Karua Hills CFA Questioned costs led to
reversal of expended tunds

400,000 Project completed

]FAD Lower
WRUA

Mathioya Questioned costs led to
reversal of expended funds

4,480 Project completed

IFAD Lower
WRUA

Thanantu Questioned costs led to
reversal of ex nded funds

100,000 Project completed

IFAD Lower
WRTJA

Thingithu Questioned costs led to
reversal of expended funds

1,536,000 Project completed
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Donor Partner Project Issue Opening
balance

Status as at March
2025

IFAD Lower Thuci WRUA Questioned costs led to
reversal of expended funds

1 ,8 10,350 Project completed

IFAD South
WRUA-
Counfy

Mathioya
Muranga

Questioned costs led to

reversal of expended funds
56,100 Project completed

IITAD Upper Thingithu
WRUA

Questioned costs led to
reversal of expended funds

25,3 5 8 Project completed

IFAD Thika
WRUA-
County

Upper
Kiambu

Questioned costs led to

reversal of expended funds
49.880 Project completed

EDE CPIRA Garma-Mugur Water
Project- Samburu
County

Lack of reports and

supporting documents
6.842.619 Project completed

EDE CPIRA Ilimnkush WRUA-
Kajiado County

Lack of reports and

supporting documents

798 Cleared

EDE CPIRA Maktau Bus
PSF- Taita
County

Park
Tavela

Lack of reports and
supporting documents

2,909 Cleared

GCI]P Kochodin WRLJA-
Turkana County

Court case s.536,9s4 An ongoing court
case

GGEP IJarajab WATSAN Lack of reports
supporting documents

ancl t44.253 Money refunded

GGEP Libahlow WATSAN Lack of reports
supporting documents

and 101.525 Money refunded

GCEP Shebta Caad Watsan [,ack of reports and

supporting documents

3,476,372 Money refunded

J6P Mrima
Project-
County

CLTS
Kwale

Lack of reports and

supporting documents
3,141 Project completed

J6P Mrima
Project-
County

Sanitation
Kwale

Lack of reports and

supporting documents
4,788 Project completed

J6P Mwangani
Sanitation Pro.iect-
Kwale County

Lack of reports and

supporting docutnents
5,121 Project completed

J6P Bungoma Primary
San. Project-
Laikipia County

Lack of reports and
supporting documents

32,475 Project completed

J6P Kwale Wasco Lack of reports and

suppo rting documents
2.067 Project completed

J6P Mbuguni WRUA- Lack of reports and 1,598 Project completed
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Donor Partner Project Issue Opening
balance

Status as at March
2025

supporting documents

J6P Mwangani
Project-
County

CLTS
Kwale

Lack of reports and
supporting documents

7,136 Project completed

J6P Laikipia
Water Bill

County I-ack of reports and
supporting documents

309.500 Project completed

GOK Nyandarua
Sanitation Pro.ject-

GoK

Lack of reports and
supporting documents

2,657,760 Project completed

GOK Hulugho
Osmosis
Pro.ject-
County

Reverse
Water

Garissa

The project
vandalized

was 973,690 Project completed

GOK Ministry Of Water
and Sanitation

Lack of reports and
supporting documents

l6l,090 Project completed

CPC-SIDA Kimangao Water
and Sanitation
Project

Lack of reports and
supporting documents

l,075,603 Project completed

MTAP Mchelelo
School

Primary Lack of reports and
supporting documents

26.525 Project completed

EU SHARE Kone Comnrunity-
Tana River County

Matter reported to EACC 6,142,945 Proj ect Issues under
consideration by
EACC

EU SHARE Manda Maweni
Watsan Project-
Lamu County

Matter reported to EACC 383,034 Project Issues under
consideration by
EACC

EU SHARE Quachacha-
Marsabit County

Lack of reports and
supporting documents

1,025,487 Project completed

t72,054,968

Observations by the Committee
l50.The Committee obscrved that-

i) Kshs. 33,172,113 had been accounted for through provision of supporting

clocuments refunds whilc Kshs. 138,882,855 had not been supported'
ii) The matter is unresolved.

Recommendations of the Committee
151 .The Committee recommended that-

i. Within six months upon the adoption of this report the Accounting Officer

must provide a report and supporting documentation on the recovery of the

pending amount of Kshs. Kshs. 138,882,855 which had not been supported to

the Office of the Auditor General for audit verification.
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ii The Accounting Officer ensures that all applicable accounting and financial controls,
systems, standards, laws, and procedures are followed in the preparation of the financial
statements in compliance with Public Finance Management Act,2012 and in accordance with
the standards prescribed by the Public Sector Accounting Standards Board as per

Regulation l0l(4) of the Public Finance Management (NationalGovernment) Regulations,
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l. Prayers.
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5. Adjournment Date of the next meeting.

l. Delay in Project Implementation
Water Sector Trust Fund entered into a tlnancing support and implementation agreement with

Athi Water Works Developnrent Agency (AWWDA) for Gatundu priority project on 28 April,
2020. AWWDA contracted a drilling company fbr LOT 3 and 4 of works relating to ground

water exploitation project, drilling and equipping of Gatundu boreholes for Kshs.54,632,385 and

Kshs.6l 238,383 respectively. The drilling company was paid an initial sum of Kshs 7,388 808,

however the company did not complete the works. Following abandonment of the construction

works in March, 2021 without prior consultation or approval by the Project Manager, the Agency

held meetings with the contractor tbr resumption of works without success and subsequently, the

Agency issued a notification to terminate the contract on 30 November,202l. In the

ciicumstances, the abandoned project affected the planned objectives ofthe Fund and may have

impacted negatively on service delivery to the public.

I

General Manager Programmes

Principal Internal Auditor
Principal Accountant

The Chief Executive Officer who is the Accounting Offlcer lbr the fund took the oath of witness

and tabled the Submissions of the Accounting Officer including supporting documents on the

audited accounts ofthe fund.

EXAMINATION OF THE AUDITOR GENERAL
MIN. NA/AA&GPC-SFAC|2025/006. REPORTS ON ACCOUNTS OF WATER SECTOR

AND THE OUERY ON GATUNDU PRIORITY



Submissions by the Accounting Officer
The Accounting Officer submitted the following;
The project was jointly funded by Water Fund and Athi Water Works Development Agency

(AWWDA). Watir Fund was to contribute Kshs. 250M and AWWDA was to contribute Kshs.

425M to support the programme activities. Under the contract AWWDA was to be implementing

and accouniing agency. WSTF has since received accounting documents for the disbursement

made under this pioject. AWWDA should provide the current status and for Water Fund all the

funds (Kshs. 250,000,000) transferred to AWWDA was lully accounted.

Submissions by Athi Water Accounting Oflicer
Athi Water Works Development Agency (AWWDA). entered into a contract fbr construction

works for Gatundu Water and Sanitation Project: Gatundu Ground Water Exploitation Project;

Contract No. AWWDA/GOK/GWSP/W-29lLO1'312020 and further, a Contract for construction

works for Gatundu Water and Sanitation Project: Drilling and Equipping of Gatundu Boreholes:

Contract No. AWWDA/GOK/GWSP/W-29/LOT 412020 with M/s Drill Rite Africa Limited in

luly 2020.

Both contracts were funded by the Govemment of Kenya through the Ministry of Water,

Sanitation and Inigation. The construction works tbr the two projects commenced

simultaneously on 28th July,2020 with an original completion date of 28th July,2021 and the

Defect Liability Period supposed to end on 28thMay. 2022. However, by December 2023,, the

contract term for both project works had lapsed but the project works remained incomplete'

The contractor requested for review of rates via a letter dated 25 February,2l2l which was

declined
pursuant to Special Condition of Contract (SCC) ctause 50 u'hich statcs that a contract is not

subject to price adjustment. 
-fhe contractor abandoned the site alier the decline of price variation

and the Agency issued a notice on intention to terminate the contract on 30 November, 2021 and

demanded to cash the performance guarantee.

AWWDA subsequently made a demand to the bank seeking to recall the performance bonds of
Kshs Kshs. 6,123,839 on account EKVSM/20-GI6689 and Kshs. 5,463'239 on account

EKySIW20-GI6690 as deposited by the Plaintiff on account of perfolmance guarantee.

Following AWWDA's intention to terminate the above-mcntioned contracts and the demands to

the bank to recall the performance bonds as above-re1'erenced. AWWDA was served with an

Application Milimani Civil Suit No. E971 o12021 Drill Rite Alrica Limited- VS- Athi Water

Works Development Agency and Bank of Afiica Kenya Linrited under a certitlcate of Urgency

dated l Tth December, 2021 .

The Plaintiffs (Drill Rite ltd), sought tbr Orders inter alia, that the Court restrains by the 2 nd

Defendant (Bank of Africa) from releasing Kshs. 6,123,839 on account EKI/SM/20-GI6689 and

Kshs. 5,463,239 on account EKI/SM/20-GI6690 as deposited by the Plaintiff on account of
performance guarantee and further that the issues in dispute on variation ofprices be referred to

adjudication by an Arbitrator to be appointed by the Kenya Chapter of the Chartered Institute of
Aibitrators as per the Contract. The plaintitfs also sought for orders on payment for works



completed as at 22d September 2021 . The court directed that the case be settled through
arbitration.

AWWDA and M/s Drill Rite Limited entered into a Final Settlement Agreement on the I I th day

of January, 2024 for the purposes of amicably settling all matters in dispute leading to the filing
of the above-mentioned suit and the copy of settlement agreement has been annexed in the

Management responses.

For the Construction works lbr Gatundu Water and Sanitation Project: Gatundu Ground Water
Exploitation Project; Contract No. AWWDA/GOK/GWSPIW-Z91LOT 312020, it was agreed in
the Final Settlement Agreement that upon withdrawal of the suit against AWWDA and Bank of
Africa, AWWDA to settle the llnal payment of kshs. 4,561 ,261.43 (lnclusive of VAT) to the

contractor for works done and certificd.

For Gatundu Water and Sanitation Project: Drilling and Equipping of Gatundu Boreholes project;

Contract No. AWWDA/GOK/GWSPIW-291LOT 412020 it was agreed in the Final Settlement
Agreement Upon withdrawal of the suit against AWWDA and Bank of Africa, AWWDA to
settle the final payment of Kshs. 5,932,866.99 (lnclusive of VAT) to the contractor for works
done and
certified.

Subsequently, as per the terms of the final settlement agreement between the parties, the

plaintiffs
(Drill Rite Limited) flled a notice olwithdrawal dated 24th lanuary.,2024 seeking to withdraw
the suit in its entirety. The Court rnarked the matter as withdrawn with no orders as to costs vide

Order dated 5th March, 2024 and copy of the order is annexed in the Management Responses

Observations by the Committec
The Committee observed that the fbllowing;

i) Management entered into a financing support and implementation agreement with
Athi Water Works Development Agency (AWWDA) for Gatundu priority project for
lot 3 and 4 in which Water Fund was to contribute Kshs. 250M and AWWDA was to

contribute Kshs. 425M.
ii) The construction works fbr the two projects commenced simultaneously on 28th July,

2020 however, by December 2023, the contract term for both project works had

lapsed but the project works remained incomplete.

iii) The contractor requested for review of rates which was declined pursuant to Special

Condition of Contract (SCC) clause 50.

iv) The contractor abandoned the site after the decline of price variation and the Agency

issued a notice on irttention to terminate the contract

v) AWWDA made a demand to the Bank of Africa to recall performance bonds totaling

Kshs. I1,587,078 for two separate contract accounts which led to a legal suit filed by

Drill Rite Africa Limited. seeking to restrain the release of the bonds and requesting

arbitration over disputed contract issues, including payment for completed works.



vi) The court directed that the matter be resolvcd through arbitration, resulting in a Final

Settlement Agreement signed on l lth January 2024 between AWWDA and Drill Rite

Limited to amicably resolve all issues raised in the' suit'

vii) As part of the settlement, AWWDA agrecd to make final payments of Kshs.

4,561,261.43 and Kshs. 5,932,866.99 for certifled works, atler which the plaintiff

withdrew the suit on 24th January 2024, with the court formally marking it as

withdrawn on 5th March 2024.

viii) The matter remained unresolved.

The Committee resolved to undertake an Inspection Visit to the project before making a

determination.

EXAMINATION OF THE AUDITOII (;ENE IIAL ItIiI'OIT'TS WATEIT SIiCTOR TRUST

FT]ND FOR THE FINANCIA L YEAR 2022123

Emrrhasis of Matter bv the Auditor General

l. Budeetarv Control and Performance
fn. rtut.r*ri of comparison of budget and actual amolults rellects final receipts budget and

actual on comparable basis of Kshs.2,584,000,000 and Kshs.l ,761 ,117,516 respectively resulting

to an under-funding of Kshs.822,882,484 or 32oh of the budget' Similarly, the Fund spent

Kshs.1,901,559,672 against an approved budget of Kshs.2,584,000,000, resulting to an under-

expenditure ofKshs.682,440,308 or 26Yo ofthe budget.

The under-funding and under-performance affected the planned activities of the Fund and may

have impacted negatively on service delivery to the public.

Submissions bY the Accounting Officer
The Accounting Officer submitted the fbllowing;
The management took note of the finding on the pcrlirnrtance which was attributed to funds

budgeted for not being received or expended in books ol'accounls lbr income recognition from

various Development Partners namely; KfW Phase-l\/. Ilill & Melinda Gates (BMGF), EU

Climate-Proofed Infrastructure Programme and Danida SW Sn P.

As an action, they budgeted for the funds not received in the subsequent financial year where a

significant amount of Development Partner lunds ha,.l bcen realised and are currently being

iriplemented by various programmes for which funding had been received. The Water Fund

budget summary for FY 202212023 is as presented in table 1 below.

Toble I: ll/aler Fund Bu et Summo or FY 2022/2023

Variance

(KShs)

Actual
expenditure
(KShs)

Amount
receivetl
(Kshs)

Budgcted
amount
(KShs)

Funding source

0369,500,000369,500,000369,,500,000GOKI
-9,346,431I1,346,4312,000,000Finance income2
326,007,653104,292,347300,000,000430,300,000-1 DANIDA- SWASAP
-7,744,967182,141,967I 16,75(r,710174,400,000IFADI
204,864,021500,000,000503,400,0005 ClimateEU

No.

298,535,979



roofin

Consequently, the management took note of the audit finding under expenditure due to
unrealised revenues. The Fund was keen to implement projects from the funds realised in the

subsequent period. The Bank Statements for KfW, BMGF, EDE-CPIRA and SWASAP
Programmes have been annexed in thc Management Responses

Observations by the Committee
The Committee observed that the

i. The under expenditure was due to unrealised revenues.

ii. The Fund implemented projects from the funds realised in the subsequent

period.
iii. The matter is resolved.

U nresolved Prior Years Mattcrs

l. Failure to Remit Withholdine 'I'a x on Intcrest Income

The statement of hnancial position reflects trade and other payables balance of
Kshs. 171,542,037 as disclosed under Note 22 to the financial statements which includes

withholding tax payables totaling to Kshs. 193,523 relating to withholding taxes on interest

income earned from project accounts that was not remitted to KRA. Failure to remit withholding

taxes on interest income deducted by the payee at 15%o and remit to KRA by 20th of the

following months contravenes the Incorne Tax Act and could result in penalties and interest

being levied by KRA. In the circumstances, Management was in breach of the law.

Submissions bv the Accou ntins Officer

38,404,0863l,595,91470,000,000KfW III
246,018,78838,1 94, t 63 344,981,2127 KfW Phase IV 59 t,000,000
89,,257,59420,742,406BMGF I I0,{X)0,000 7 ,717 ,97 I{t

100,644,8753,755,1259 GGEP 10.1,.100,000

127,981 17,172,01917,300,000l0 DANIDA - WI,P

7,423,5452,276,455ll
Government of
Finland & Sweden
(J6P)

9,700,000

389,799,858
214,699,858World Bank - CLSG I 75,100,000 141,959,261

24,881,15926,900,000 2,018,841l3
DANIDA - Covid 19

Response
Programme

922,882,4842,584,000,000 1,474,128,135 1,761,117,516TotalI

The Accounting Offrcer submitted the fbllowing;

6

l2

Other Matters



The management took note of the finding and had since cnsured that all withholding taxes have

been remiited to KRA. Remittance of Withholding Taxes on lnterest Income to KRA has been

annexed in the Management Responses

Observations by the Committee
The Committee observed that the

i. The Fund had since ensured that all withholding taxcs have been rernitted to KRA

ii. The matter is resolved.

2. Abandoned Pro ecti

As previously reported, the Fund entered into a financing support and implementation agreement

wittr attri Watei Works Development Agency (AWWDA) for Gatundu priority project on 28

April,2020. The Agency contracted a drilling company for LOT 3 and 4 of works relating to

ground water exploitation project, drilling and equipping of Gatundu boreholes for

kshs.54,632,385 and Kshs.61,238,383 respectively.'fhe drilling company was paid an initial

sum of Kshs.7,388,808. However, the company did not complete the works' Following

abandonment of the construction works in March, 202 I without prior consultation or approval by

the Project Manager, the Agency held meetings with the colttractor for resumption of works

withoui success and subsequently, the Agency issued a notilicatittn to terminate the contract on

30 November,202l. However, no evidence has been proviclccl to conflrm whether the project has

been completed. In the circumstances, the abandoned projcct alfected the planned objectives of
the Fund and may have impacted negatively on service clclivelv to the public. Further, the value

for money paid has not been realised.

Submissions bv the Accountins Officer
The Accounting Officer Submitted the following;
The management takes note of the finding. The project rvas .iointly f'unded by Water Fund and

Athi Watei Works Development Agency (AWWDA) with Water Fund handling Lots l&2 with

AWWDA handling Lots 3&4 respectively. Water Fund was to contribute Kshs. 250M and

AWWDA was to contribute Kshs. 425M to support the programme activities. Under the contract

AWWDA was to be implementing and accounting agency. WSTF has since received accounting

documents for the disbursement made under Lots 1&2 tirr this project. All the funds (Kshs.

250,000,000) transferred to AWWDA was fully accounted as per Ceneral Ledger. Athi Water

Works Development Agency (AWWDA) is currently unclcrtaking an out-of'-court settlement with

the contractor and agreeing on modalities fbr completing thc pending rvorks. The matter has been

referred to and is being handled by AWWDA who arc to l)rcsctlt the current status and follow up

to closure. The Water Fund and AWWDA Project Inrplcrncntation Contract and Gatundu Water

Project Accounting Documentation

Submissions by Athi Water Accounting Officer
The Accounting Officer Submittcd the Follorving;
Athi Water Works Development Agency (AWWDA). crttcrcd into a contract for construction

works for Gatundu Water and Sanitation Project: Gatundu Ground Water Exploitation Project;

Contract No. AWWDA/GOK/GWSP/W-29ILOT 312020 and lurther, a Contract for construction

works for Gatundu Water and Sanitation Project: Drilling and Equipping of Gatundu Boreholes:



Contract No. AWWDA/GOK/GWSI'/W-29/LOT 412020 with M/s Drill Rite Africa Limited in
July 2020.

Both contracts were funded by thc Government of Kenya through the Ministry of Water,

Sanitation and Irrigation. The construction works for the two projects commenced
simultaneously on 28th July, 2020 with an original completion date of 28th July, 2021 and the

Defect Liability Period supposed to end on 28thMay, 2022. However, by December 2023, the

contract term for both project works had lapsed but the project works remained incomplete.

The contractor requested for revieu,of rates via a letter dated 25 February,2}2l which was

declined
pursuant to Special Condition of Contract (SCC) clause 50 which states that a contract is not
subject to price adjustment. Thc contraclor abandoned the site after the decline ofprice variation
and the Agency issued a noticc on intention to terminate the contract on 30 November,202l and
demanded to cash the performance guarantee.

AWWDA subsequently made a denranrl to the bank seeking to recall the performance bonds of
Kshs Kshs. 6,123,839 on accour.rt EKI/SM/20-GI6689 and Kshs. 5,463,239 on account
EKVSM/20-GI6690 as deposited by tlre Plaintiff on account of performance guarantee.

Following AWWDA's intention to terminate the above-mentioned contracts and the demands to
the bank to recall the performance bonds as above-referenced, AWWDA was served with an

Application Milimani Civil Suit No. E971 of 2021 Drill Rite Africa Limited- VS- Athi Water
Works Development Agency and Bank of Africa Kenya Limited under a certificate of Urgency
dated l Tth December, 2021.

The Plaintiffs (Drill Rite ltd). sought lirr Orders inter alia, that the Court restrains by the 2 nd

Defendant (Bank of Atiica) fi'om relcasing Kshs.6,123,839 on account EKVSM/20-GI6689 and

Kshs. 5,463,239 on account IIKI/SM/20-GI6690 as deposited by the Plaintiff on account of
performance guarantee and turther that the issucs in dispute on variation of prices be referred to
adjudication by an Arbitrator to be appointed by the Kenya Chapter of the Chartered Institute of
Arbitrators as per the Contract. 'Ihe plaintiff's also sought for orders on payment for works

completed as at 22d September 2021 . The court directed that the case be settled through

arbitration.

For the Construction works for Gatundu Water and Sanitation Project: Gatundu Ground Water

Exploitation Project; Contract No. AWWDA/GOK/GWSPIW-291LOT 312020, it was agreed in

the Final Settlement Agreement that upon withdrawal of the suit against AWWDA and Bank of
Africa, AWWDA to settle the final pavnlent of kshs. 4,561,261.43 (lnclusive of VAT) to the

contractor for works done and certiflcd.

AWWDA and M/s Drill Rite Limited entered into a Final Settlement Agreement on the I I th day

of January, 2024 for the purposes of amicably settling all matters in dispute leading to the filing
of the above-mentioned suit and the copy of settlement agreement has been annexed in the

Management responses.



For Gatundu Water and Sanitation Project: Drilling and tiquipping of Gatundu Boreholes project;

Contract No. AWWDA/GOK/GWSP/W-2glLOT 4l2O2O it was agreed in the Final Settlement

Agreement Upon withdrawal of the suit against AWWDA and Bank of Afiica, AWWDA to

,jtl. tt. fi.,ai payment of Kshs. 5,932,866.99 (lnclusive of VA'f) to the contractor for works

done and
certified.

Subsequently, as per the terms of the final settlement agreement between the parties, the

plaintiffs
iO.itt Rit. Limited) filed a notice of withdrawal dated 24'r' January, 2024 seeking to withdraw

ihe suit in its entirety. The Court marked the matter as withdrawn with no orders as to costs vide

Order dated 5,h March, 2024 and copy of the order is annexed in the Management Responses

-i. Anomalies in Pro iects Imnlementation
The statement of financial performance Includes pro.iect expenses o

disclosed under Note 12 to the financial statements out ol rvhich Kshs.2
f Kshs.1,385,104,642 as

0.021 ,454 relates to costs

arising from project expenditure incurred by implementing partners cornprising of CLSG

I

Observations by the Committee
The Committee observed that the following;

i) Management entered into a financing support and implementation agreement with

Athi Water Works Development Agency (AWWDA) lirr Gatundu priority project for

lot 3 and 4 in which Water Fund was to contribute Kshs. 250M and AWWDA was to

contribute Kshs. 425M.
ii) The construction works for the two projects commenced simultaneously on 28th July,

2020 however, by December 2023, the contract term for both project works had

lapsed but the project works remained incomplete.

iii) The contractor requested for review of rates which was declined pursuant to Special

Condition of Contract (SCC) clause 50.

iv) The contractor abandoned the site after the decline of price variation and the Agency

issued a notice on intention to terminate the contract

v) AWWDA made a demand to the Bank of Aliica to recall perlbrmance bonds totaling

Kshs. 11,587,078 for two separate contract accounts rvhich led to a legal suit filed by

Drill Rite Africa Limited, seeking to restrain thc release ol the bonds and requesting

arbitration over disputed contract issues, inclucling payrnent fbr completed works.

vi) The court directed that the matter be resolvcd through arbitration. resulting in a Final

Settlement Agreement signed on I lth Januarl' 2024 between AWWDA and Drill Rite

Limited to amicably resolve all issues raised in the suit.

vii) As part of the settlement, AWWDA agrced to make tinal payments of Kshs.

4,561,261.43 and Kshs. 5,932,866.99 for certilled works, after which the plaintiff
withdrew the suit ot 24th January 2024. viith the court formally marking it as

withdrawn on 5th March 2024.

viii) The matter remained unresolved.

The Committee resolved to undertake an Inspection Visit to the project before making a

determination.



Kshs.16,635,514, EU-CPIRA Kshs.l.,l88,5ll and KFWBMGF Kshs.2,197,429. The costs had

anomalies in the procurement procedures such as the identification of contractors, payment of
VAT from donor funds and non-compliance with development partners' guidelines among other
factors.
In the circumstances. the regularitl' and value for money on the project expenses of

Kshs.20,021,454 could not be contlrnrcrl.

Submissions by thc Accountins Officcr
The Accounting Officer submitted the following ;

The management took note of the tinding and in its submission noted that since the release of the
report, there had been substantial efforts that were made to address the questioned costs raised
during the audit of the implementing partners. The Water Fund ananged for physical meetings
with various stakeholders including the county govemments in an effort to have the findings
addressed. Demand letters had been issued to implementing partners who had been slow in
responding to the WSTF's requests to have the matters resolved.
Water Fund had further, engaged thc sclvices of Quality Assurance Monitors (QAMs), who are

assigned specific counties with WSTI: projects. The QAMs have been tasked with ensuring that
all audit queries in the pro.jects that thcl' are monitoring are adequately addressed. The detailed
schedule ofthe amount which the autlitor had categorised as unsupported expenditure and status

of resolution was as summarized in table 2 below and the Demand Letters to Implementing
Partners and QAMs Terms of Ref'erence have been annexed in the Management Responses

Toble 2: Anontolies in Pro 'ecls I ttt le nrcn lotiott or FY 2022-2023
Amount-
KES

Remarks to the
Special Funds
Committee of
NA

Status as at
March 2025

Project Name/
Implementing
partner

Project Issues

Funds
refunded
24.04.2024

on
Inadequatcly
supportctl
cxpcntliture

263,915 Recommended
for closure by
the Committee

2023 BMGF Kilifi-
Mariakani
Household
San itation
Project- Kilifi
Mariakani
WSP

143,820 Recommended
for closure by
the committee

Documents
received.
Recommend
for closure by
the Committee

Inadequatcly
supportcd
expenditure

2023 BMGF Ijara
Household
Sanitation
Project in
Ijara- Garissa
Water

(

FY Donor



2023 Kfw Kapsoit
Sosiot Water
project-
Kericho
Water

Inadequately
supported
expend itu re

16,000 l)cmand letters
submitted to IP

Resolved and
recommend for
closure by the
Committee

2023 Kfw Kapsoit
Sosiot Water
project-
Kericho
Water

Inadequately
supportcd
expenditu rc

9,000 I)cmand lctters
subrnittcd to lP

Resolved and
recommend for
closure by the
Committee

2023 Kfw Kapkwen
Water
Project-
Bomet Water

Inadequately
supported
expenditure

44,000 Documents
received.
Recommend
for closure by
the Committee

Kfw Kanjeru
water supply
proj ect
Kikuyu Water

Unsupported
expenditure

96,697 Dcmand letters
submitted to IP

Resolved and
recommend for
closure by the
Committee

2023 Kfw Kanjeru
water supply
project
Kikuyu Water

Inadequatcly
supported
expenditure

,15,307 I{cconr rncndcd
lirr ckrsurc bv
tlre conrmitte c

Docum ents
received.
Ilecommend
for closure by
the Committee

2023 BMGF Murangta
south
household
sanitation
project
Muranga
South WSP

Bank charges
due to un-
refunded
amounts after
project closure

2,160 I)enrand letters
submitted to IP

Resolved and
recommend for
closure by the
Committee

2023 BMGF Murang'a
south
household
sanitation
proj ect
Muranga
South WSP

Unsupported
ex penditure

10,500 l)ernand lettcrs
subnritted to IP

Resolved and
rccommend for
closure by the
Committee

2023 Kfw Ol-Jabet
Town And
Site Project
KFW IV-
Nyahururu
Water

Inadcquatell'
supported
expenditure

103,700 l)cnrand lettcrs
su bnlitted to Il'

Ilesolved and
recommcnd for
closure by the
Committee

2023 BMGF Mitunguu
Town

Double payment
of expenditure

8,309 Demand letters
subnritted to IP

Resolved and
recommend for

Ilecommended
for closure by
the committee

2023



Household
San itation
P roj cct
Imetha WSP

closure by the
Committee

2023 BMGF Mitunguu
Town
Household
Sa n itation
Pro.iect
Imetha WSP

Unsupported
cx pcnd itu rc

20,810 Demand letters
submitted to IP

Resolved and
recommend for
closure by the
Committee

2023 BMGF Mbale
Household
Sa n itation
Proj ect-
Amatsi Water

Expcn tlitu re
incurrcd after
pro.iect
im plcnr cr. tation
period
Inconsistcncics
in support
docu m cn tation

100,000 Recommended
for closure by
the committee

Resolved and
recommend for
closure by the
Committee

2023 Kfw Lower Aguthi
Gaaki Water
Supply
Project- Tetu
Aberdares
WSP

12,070 Recommended
for closure by
the committee

Resolved and
recommend for
closure by the
Committee

2023 BMGF 0ngata
Rongai
Sanitation
(Safisan Pilot)
Proj ect-
Oloola iser
Water and
Sewc ragc
Company

Unsupportcd
cxpcnd itu re

302,734 Demand letters
submitted to IP

Resolved and
recommend for
closure by the
Committee

2023 VAT 66,171 Recommended
for closure by
the committee

Waiver
granted by
Donor.
Recommend
for closure by
the Committee

2023 BMGF Mwatate
Household
Sanitation
Project-
Tavcvo Water
and Sewerage
Company Ltd

26,820 Recommended
for closure by
the committee

Waiver
granted by
Donor.
Recommend
for closure by
the Committee

2023 Ijara
Household
San itation

925,1 1 6 Recommended
for closure by
the committee

Waiver
granted
Donor.

by
vAl'

BMGF Mitunguu
Torvn
Household
San itation
Project
Imetha WSP

VAT

BMGF



Project in
Ijara- Garissa
Water

Recommend
for closure by
the Committee

2023 World
Bank

Kakamega
water
Company

Expenditure
incurred out of
the project
period

75,000 Dcmand letters
submitted to IP

Resolved and
recommend for
closure by the
Committee

2023 World
Bank

Tavevo Water Double
reporting
expend iture

of
14,758,8()8 Dcmand letters

submitted to IP
Resolved and
recommend for
closure by the
Committee

2023 World
Bank

Nyahururu
Water

Incligible
cxpcnditure

1,527,8211 l)cmand lcttcrs
submitted to II)

Resolved and
recommend for
closure by the
Committee

2023 World
Bank

Nyahururu
Water

Idle
assets

project ll3,3l7 I)e mand lctters
submitted to IP

Resolved and
rccommend for
closure by the
Committee

2023 World
Bank

Nyahururu
Water

64,000 Dcmand letters
submitted to IP

Resolved and
recommend for
closure by the
Committee

2023 EDE
CIPRA

Garma-
Mugur water
supply
project-
Samburu
Water and
Seweragc
Company

Unsupported
Expenditure

778,000 Il.ecommendcd
for closure by
thc committee

Resolved and
recommend for
closure by the
Committee

2023 EDE
CIPRA

Garma-
Mugur water
supply
project-
Samburu
Water and
Sewerage
Company

I nco m plete
works

100,0(x) llecommcndcd
tirr closure by
thc committee

Resolved and
recommend for
closure by the
Committee

Resolved and
recommend for
closure by the
Committee

2023 EDE
CIPRA

Muruny-
Chepareria
water project-
Kapenguria
Water and
Sewerage
Company

Unsupported
expenditure

82,711 Ii.eco m mendcd
for closurc by
thc comrnittce



2023 EDE
CIPRA

Muruny-
Chepareria
water project-
Kapenguria
Watcr antl
Sewc ragc
Companl'

Inadequately
supported
cxpcnditurc

209,000
(Less
149,000
accounted)
60,000
0utstanding

Demand letters
submitted to IP

Resolved and
recommend for
closure by the
Committee

2023 EDE
CIPRA

Al Arabal
Water
Projcct-
Kirandich
Water and
Sanitation
Company

lnadcquately
supportcd
expen d itu re

I tt,{t00 Recommended
for closure by
the committee

Resolved and
recommend for
closure by the
Committee

Total 19,924,893

The Management Letter to Water lrund by the Appointed External Auditors (PWC) indicating
resolution of the issues had been attachcd in the Management reponseses.

Observations by thc Committcc
The Committee observed thal thc rnattcr rcrnained unresolved

Submissions bv the Account lg ()fl'icc r
The Accounting Officer Submitted the lbllowing ;

The appointed auditor questioned the entire amount of Kshs. Kshs.30,400,000 due to the fact that

it was above the threshold of US$ 100,000. Field verification, had been undertaken and the

project is in existence and operational. The management is engaging WASREB and the World

Bank towards resolution of the issue. The Correspondence with WASREB and World Bank had

been annexed in the Management responses

4. Irregular Proicct Expcntlitu rc
The statement of receipts ancl payments reflects project expenses of Kshs.1,385,104,642 as

disclosed in Note l2 to the ilnancial statcments. Included in this amount is Kshs.389,799,858
expensed under Conditional Liquiditl' Support Grant (CLSG) funded by World Bank out of
which Kshs.30,400,000 was incurred by Kakamega Water and Sanitation Company
(KACWASCO) for the supply, insta,rlation, configuration, customization, migration, testing,
training, commissioning, and maintenance of an Enterprise Resource Planning System. Further,

KACWASCO also incurred costs amounting to Kshs. 12,954,400 charged under the fixed grant

for construction of two (2) storm water drainage and rehabilitation of filter at Tindiyo water

treatment plant. These costs were incurred before the approval for the fixed grant through an

addendum approved on 12 January 2022 by the Fund and before signing of the CLSG grant

agreement on 15 December 2021. Costs under the fixed grant are to be incurred after signing of
the grant agreement. In addition. thelc rvas no evidence that Water Services Regulatory Board
(WASREB) approved the amendnrent ol'the grant agreement and the re-allocation of the funds

from variable to llxed grants. In the circunrstance. the regularity ofthese expenditures could not

be confirmed.



Observations by the Committee
The Committee observed that the matter remaitred unresolved

5. Inelieible Proiect Expenditure
th" Stute*"r,t of Financial Performance reflects project expenses amount ol Ksh. 1,385,104,$42

as disclosed in Note 12 to the Financial Statements. Inclucled in the anrount. is expenditure

amounting to Kshs.14,185,538 incuned under the CLSG grant tbr the supply, installation,

configuralion, customization, migration, testing. training. comrnissioning, and maintenance of an

Enterfrise Resource Planning System. This was based on an addendum approved by WSTF on

10 March, 2O2l.The ERP system was to be used to manage the water service providers (WSPs)

operational systems including procurement, inventory management, billing, and human resource

111unug"111.nt. However, there was no evidence that WASREB approved the amendment of the

grant agreement and the re-allocation of the funds liom variable to fixed grants' In the

iircumstance, the regularity of these expenditures could not bc confirmed.

Submissions bYthe Accountine Officer
The Accounting Offrcer submitted the following;
The appointed auditor questioned the entire amount ol'Kshs. 14. 185.538 due to the fact that it
*ur u6ou. the thresholdof US$ 100,000. Field verification. was undertaken and the project is in

existence and operational. The management is engaging \^/r\SI{EB and the World Bank towards

resolution of the issue. '[he Correspondence wirh WASI{l:t] tnd World Bank had been annexed

in the Management responses

-Observations by the Committee
The Committee observed that the matter remained unresolved

20,3 r s,000 t 89,654
Supply and Installation of eight (8) centrifugal
antl one (I) submersible Pumps ol lhe

Ko en uria, Makutano,
22,521,800 210,256

14500m Pipeline extension ond repuirs
Mokutono and Ka t, urio lVnler Su lics

Further, there was no evidence that Kapenguria Water and Sanitation Company had registered

and obtained a WASREB license as at 30 June 2023. In addition, there were budgets

Interventiott Atrtuuttl .t It s

6. Noncompliance with Laws and Resulations
The Statement of Financial Performance reflects project expcnses amount of Ksh. 1,385,104,642

as disclosed in Note l2 to the Financial Statements. During the year under review, Kapenguria

Water and Sewerage Services Company Ltd engaged the services of several contractors to

implement the following interventions in Kapenguria and Makutano at a cost of Ksh 42,836,800

o. USO 3gg,gl}. However the amounts were above the USI) 100.000 thresl.rold as provided for

in the CSLG operations manual as detailed belou'.

,lntounl USD



reallocations approved by the Fund on 30 November 2021 between interventions within the fixed
grant amounting to Kshs.4,800,000 as detailed below:



Original budget
amounl
(Kshs)

Origittol
budget
omount
(USD)

Reullocaled
onruunl
(Kshs.)

Reollocated
amounl
(usD)

Construclion of 2
no. llater kiosks al
Makutano 800,000 7,t69

Comprehensive
ll/ater Billing
soflware at
Kapenguria ll/ater
Supply ol/ices 4,0oo,oo0 3 5,847

t,775,700
Suntlower
Malhare Pipeh4e I 5,913

Koros Vl/ater Supply 2,64 3,086 23,686

Orlum
Supply

ll/aler

43,0 l6
381 ,214 3,417

Totol 4,800,000 4,goo,0oo 43,0 t 6

Submissions bv the Acco u nting Ofliccr
The Accounting Offrcer submitted the fbllowing;
The appointed auditor questioned the entire amourlt of'Kshs. 42.lii(i.tl00 cltre to the fact that it
*ur ubor. the threshold of US$ 100.000. Field vcriflcation. rias urttlcrtakert and the project is in

existence and operational. The management is engaging WnSI(llt] and the World Bank towards

resolution of the issue. The Correspondence with WASRtlt] and \Itrrld Bank had been annexed

in the Management responses

Observations by the Committee
The Committee observed that the matter remained unresolved

7. Lack of Evidence of Competitive Procurement
The Statement of Financial Performance reflects project expeltscs atnount ol'Ksh. 1,385,104,642

as disclosed in Note 12 to the Financial Statements. A rcvier.l' of procurement documents

revealed that Coast Water Development Works Agenc,v (CWWDA) floatcd a tender fbr the

purchase and delivery of various tittings and servicing ol' trattslbrmers at Baricho Water

Treatment Plant for Kshs 15,570,000 and Kshs 25.800,0(X) ll totalling to Kshs 36'675,000'

However no evidence of competitive procurcnlent was provitled lbr audit. Lack of evidence of
competitive procurement is contrary to the prcconditions lirr lirnds r.tsc: Section C of the CLSG

grani agreement signed between the Water Scrviccs l)rovitler (WSl)) and WS'fl] and the Public

Inlerventiott

However, there was no evidence that WASREB approved the amendment of the grant agreement

and the reallocation ofthe funds from variable to fixed grants. 'fhis is contrary to Section 85(2)

of the WaterAct of 2016, which states that a WASREB license is a mandatory prerequisite to

enable one to provide water services. In the circumstances. Management was in breach of the law.



Procurement and Asset Disposal Act, 2015. In the circumstances, Management was in breach of
the law.

Submissions bv thc Accountins Olficcr
The Accounting Officer submitted the lbllowing:
The procurement documcnts are available and were provided

CWWDA CLSG I Project Procurcnrettl Documcntation had been

responses

_Observations by the Committee
The Committee observed the lbllowing

i. The procurement documents were provided and verified
ii. The matter is resolved.

8. Lack of a Cost Allocation l'olicv for Overhcad Costs

The statement of financial performance reflects project expenses of Kshs.1,385,104,642 as

disclosed in Note 12 to the financial statements. Included in this amount is an amount of
Kshs.2,13l,4l6 charged as fuel and rent costs to project expense. For fuel, the payment was

made to replenish a fuel card but thcre was no evidence that the expenditure was directly related

to the project against which it rvas chalgccl. For the rent expense, the Fund charged this to the EU
project to the extcnt ol'the'budgct anrl tlrcrc was no clear and consistent basis as to why the Fund

allocated this amount to the various pro.jects. l'his was against the financing agreement, which
states that, the overhead costs should bc apportioned to the running projects in a verifiable and

consistent manner to cnsure accuratc rcporting to donors. In the circumstances, Management was

in breach of the law.

Submissions bv thc Accountin Officcr
The Accounting Officer submitted the lbllowing;
The management developed a cost allocation policy which was part of the Finance Policy and

Procedures Manual Section 12.4 as $pproved by the Board on 26th September, 2024. The

Approved Finance Policy and Procedures Manual had been annexed in the Management

responses

Observations by the Committee
The Committee observed the firllowing

i. The Ammended Finance Policv rvas provided and verified

ii. The matter is resolved.

9. Lack of Documented Proicct Close Out Procedures
The financing agreement between the Irund and International Fund for Agriculture Development

(IFAD) for the implemcntation of LJpper Tana Natural Resources Management Project

(UTaNRMP) ended on 30 June 2023. There was no evidence provided that the Fund has

documented guidelines on close out procedures to be followed when closing a grant.

for Audit verification. The
annexed in the Management



There were instances where disbursements were made to partners in the last quarter of 2023.

There were also instances where WRUA s received lirnds in Novembcr 2022 while their

agreements with the Fund were ending on 3l December 2022. As a rcsult. there was inadequate

tiire for project implementation, monitoring ancl identiflcation o1'any construction defects. The

late disburslment of funds resulted in WRI.JA's thiling to ttbscrve thc linancing contract

conditions such as seeking a no objection prior to use ol lirnds and ineligible expenditure arising

from poor workmanship as follows:-

i. Middle Kathita Water Resource Users Association (WRUA) f'unds of Kshs.3,438,250

were disbursed on 23 march 2023 and the agreement end date was l9 May 2023 thus, the

WRUA did not obtain a no objection on procurement liom the F-und prior to engaging the

contractor.

ll Lower Thingithu WRUA funds of Kshs.1,536,000 were disbursed on I Novembet 2022

and the agreiment end date was 30 June 2023 it was observed that, the WRUA incurred

Kshs.2,063,790 for the construction of a sand dam along Ndii River. Field inspection on

l8 October 2023 revealed that, the sancl danr was lro lottger operational, as the water

would seep through the bottom. Duc to poor $'orkttranship. 
-l-he defects were not

identified in good time due to the project timelines rvith the grant encling on 30 June 2023

As a result, the project did not serve the purposc ol' holcling back water for the

community's use during the dry season.

In the circumstances, the ob.jective for the tinds ancl valuc lbr ntoney rnay not have been

achieved.

Submissions bv the Accounting Officer
The Accounting Officer Submitted the following;
The Water Fund was in the process of reviewing it's Investment Policy that would be approved

by the Board for implementation and this had included Project close out Procedures. In addition,

Water Fund engaged with the Middle Kathita and Lower'Ihingithu WRUAs on regularizing of
their No Objection through correspondences. The Draft Water li'und Investtnent Policy had been

annexed in the Management responses

Observations by the Committec
The Committee observed that the matter remaitlecl unrcsolr ccl

10. Information. Communic ation and Tcch nologv (lC-l') (irtvcrnancc

l0.l ICT Policv Deficiencics
As previously reported, review of the IT Policy in placc r

clearly defined controls, processes and procedures with
evealed that the Fund does not have

regards to network administration.

backup management and user creation in the application systems. Inadequate user access

creation guideiines may result to inconsistent processes of user access creation across the various

systems *ittin the oiganization. Lack of policy guidelines on network administration and

backup management may lead to inadequate backup and uetuork proccdures being implemented

in the IT systems.



In the circumstanccs. thc adccluaci' o l' ICl. backup and controls in the network procedures

implemented in the Il' systems. could not be conf rrmed.

Submissions bv thc Accountins Officcr
The Accounting Olficer subrnitted the following;
The management acknowledged the finding and undertook review of it's ICT policy to address

control deficiencies that were identified. Subsequently a second review of ICT policy
commenced in FY202312024 as part of continuous improvement and to keep abreast with
developments in the ICT. The review'was finalised and all the gaps and deficiencies identified
had been addressed as abor.'c. The Water Fund Approved ICT Policy had been annexed in the

Management responses.

Observations by thc Committce
The Committee observcd thc lbllou'ing;

i. The fund has since anrended and now has an Approved ICT policy in place

ii. The matter is resolved.

10.2 Passwo rd Deficicncies in thc Aren Resister Annlication
As previously rcported, the Aren Register application does not have a password configuration in
place that would allow thc administrators of the system to implement password policy as per

industry standards or the organization's IT policy. Failure to implement a password policy may

allow attackers to gain unauthorized access to the system therefore exposing the Fund to possible

loss or manipulation of its data. In the circumstances, the controls in place to prevent

unauthorized access to the system could not be confirmed.

Submissions bv thc Accountins Ollicer
The Accounting Ollicer subnrittcd tlrc lbllowing
As a follow up, the Managcrtrcnt e ngaged the Aren system vendor for refinement of the password

module to cater fbr passwold complexity requirements. The deficiencies have been addressed

through the Approved ICll- Policy under Section 2.8.1.5 Password Management General

guidelines on password management: l'he continued availability, integrity, and confidentiality of
the services and information provided by Water Fund ICT facilities are essential for the

successful operation of Water Fund's business. The potential threat to the security of these

facilities requires Water Fund to ensure it has appropriate password management guidelines.

Recommendations from the ICT department and current industry standards were used as a basis

for best practice within these policies. The Aren System Vendor Engagement had been annexed

in the Management responses.

Observations by the Committce
The Committee observed the follow'ing;

i. The dellciencies have been addressed through the Approved ICT Policy under Section

2.8.1 .5 Password Managerncnt General guidelines on password management

ii. The matter is resolvcd.



5. Lons Outstandins Receivables
th. ,tut"r*rrt of f-ancial position reflects receivables fiom non-exchangc transactions balance

of Kshs.364,003,433 as disclosed under Note 16 to the financial statements which includes

Kshs.172,054,967 that has been long outstanding with no movement during the year under

review. Though these advances were assessed as doubttut and provided fbr in the financial

statements, adequate control measures and safeguards to the signed agreernents to repay the

debts were not provided for audit.

In the circumstances, adequate control measures and t'ecoverability ol'the leceivables from non-

exchange transactions balance of Kshs.172,054.967 coulcl not bc contlrmed.

Submissions bY the Accountins Officer
The Accounting Officer Submitted the tbllowing:
The Water Fund initiated recovery strategies fiorn thc ali'ected WSPs with support from

respective County Governments. It's also expected that there rvill bc change of strategy

pertaining to diibursements to projects and specilic strategies to rvVSI)s in the list of
prorision-s/questioned costs. The Board of Trustees and rnanagement have cngaged governors of
ihe Countiei of Garissa, Taita Taveta, Samburu, Vihiga, Nakuru, Kakamega and Kajiado with the

aim of resolving the long outstanding receivables. In these engagements, the counties of Taita

Taveta, Kajiado and Garissa committed to refund the amounts in question by the end of the

financial year 2023124.
Water Fund has further, engaged the services of Quality Assurance Monitors (QAMs), who are

assigned specific counties with WSTF projects. The QAMs have been tasked with ensuring that

the implementing partners in their areas of jurisdiction prttvidc satisfac&lry reports in a timely

11-1unn.i. WSTF has also introduced a platforrn on which irll rcports ancl othet' relevant documents

are uploaded at the end of every ntonth. -[-he progranr tcan)s rcvie \\' lltc rcported documents and

reports based on the quality and timeliness.'fhc rcceivablcs arc as srttlrtltarizcd in table 3 below.

Table 3: Sunt o Receivsbles or FY 2022-2023
Status as at April
2025

Projcct Issuc kt
lblI

(jnllrg
:lllcc

PartnerDono r

Development

rccommended for
rvrite off of the
outstanding funds

'Ihc

l)artner
The amount ha
been a lon
outstanding
receivahle duc to
lack of monthl
reports. Whcn th

availcd they rvcr
deemcd to b

supporling nn
cxpenditure lbr a

call that hatl bccrr
closccl :tnd cotrltl

98,$77

Itcreports

not bc acceptcd..

Baba Dogo Water
Extension- Nairobi
County

KFWBMGF

\\'aiver granted by,,302,552ht :tntoultl l ltsBulla Arabia AndKFW/BMGF



ulla Garal Call 7- ucstioncd b
uditors as monies
pent on VAT and

thus
rcvcrsccl

WST
th

r pcnd it u rc,
thcreforc having i

s a rcceiva blc

onor. Recommen
orc losure by th
ommittee

hechnical Audit
undertaken and
Issue recommended
for closure

FW/BMGF Bar
Nyawita
Project-
County

Korvino
Water
Siaya

h'hc amount has

lnot hcen
:rccou n tcrl fo r, it
rrsts in thc WSI)'s
bank account, as

they arvait for
approval to spend
it on activities thad
rvere not in the
original Financin!
agreement. 

I

802,782

,881 hechnical Audit
undertaken and
Issue recommended
hor closu.e

w/BMGF lGarissa Primary
Playground PSF

Thc amount had
not been
accountetl for in
thc rcports to
WSTR thus
treated as a long
outstanding
rcccivablc

llechnical Audit
undertaken and
Issue recommended
for closure

6,882,498[rn. amount has

lbccn a long

loutstand ing
receivable due to
lack of monthly
rcports. When the
reports were
availed they were
deemed to be

supporting an
cxpenditurc for a

call that had
alrcacly been
closed and could]
not bc acccpted.

/BMGF Kiambiu
E xtension
County

Watcr
Nairobi

Technical Audit
undertaken and
Issue recommended
[or closure

Thc amount has
bcen a long
outstanding
receivable due to

3,493,,298Matharc
Sustainability
Water Projcct-
Nairobi County

KFWBMGF



ack ()f nronthl)'
ports. \\'hen th
p0 rts

va ilcd thel'
t0ccrncrl

upporling
xpcntlitrr re
all that h:t

lrcady
losed and
of be accc

ll',C r
1l'c r

b

il
lirr it

bccn
could

ted.
'fechnical Audit
undertaken and
Issue recommended
lirr closure

l,8rl-1,502Mbale Household
Sanitation Project
Amatsi- Vihiga
County

KFW/BMGF

ll'cchnical Audit
undertaken and
I ssue recommended
lirr closure

ll-3(r,(l-12The am<tunt u'as
qucstioncrl b1'

autliturs :ts nrutt ics
spent on VA'I anil
thus \\ S'l l'-
rcvcrsctl llte
expcncl il u rc,
thcrclirrc having it
as a reccivable

Mitunguu Town
Household
Sanitation Project-
Meru County

W/BMGF

'fechnical Audit
undertaken and
I ssue recommended
for closure

r 30.921The irmount rvas

qucstioned by
auditors as monics
spent on VAT and
thus WSTF
revcrscd thc
expenrliturc,
thcrctorc having it
as a rcccivablc

Naromoru
Household
Sanitation Project-
Laikipia County

W/BMGF

l)cmand letter issued
to thc IP with
rpectation of refund

3,167,17.)Thc alrrounl hltl
nof bcctl
accountcrl lbr iu
thc rcl)orts to
WSTF, thus
treated its a lottg
outstanding
reccivnble.
Follolv-up of the
matter lcd to
revelation that thc
amounts had bccn
spent 0n notr

Nolturesh Nzaui
Household
Sanitation Project-
Makueni County

W/BMGF



ro
Supporting
document for Ksh.
12,000,000 was
provided and 

^demand letter issued
to refund 530,543

O1'ugis Water
Pro.iect Kf\\' I\'-
Construction ol
Water Tanks antl
laying of water
pipelincs to
households within
Oyugis Town

I n adeq uatc
support to Project
I')xpcnditures of
Ksh. 12,530,543

12,530,543KFW/BMGF

flhe project funds
have been verified
and is withheld in the
IPs bank account.
The issue is

recommended fort
closure.

'4,160,927W/BMGF Muranga South
Houschold not becn

:rccountcd for, it
rcsts in thc WSP's
hank accou nt.

p ro.icct relatc<l
issucs ( la ntl issucs)
tlrlt huvc lcrl to
rr o n-u til izltio n oI]

thc fu ntls. 
I

hc amount has

h is is due to

1,297,466 fechnical Audit
undertaken and
Issue recommended
for closure

/BMGF Kapcnguria
Household
Sanitation- Wcsl
Pokot

'I'hc amount has
not been
accounted for, it
rests in the WSP's
bnnk account, as

they arvait for
approval to spend
it on activities that

[":
lo 

rr

l:rgr

re not in thc
ginal Financing
'ccm c rr t.

Technical Audit
undertaken and
Issue recommended
for closure

7,105,184Kapsoit Sosiot
Watcr Pro.icct
KfW IV- Kericho
Countv

Qucstioncd costs
lcd to rcvcrsal oI
crpendcd funds

KFW/BMGF

Technical Audit
undertaken and
Issue recommended
for closure

ucstioncd cost
led to rcvcrsal o

xpcnded funds

,684,904KFWBMGF Kapkn'cn Pipclinc
Ext - KfW IV-
Ilomet Countv

Project Issues have
been addressed
therefore
recommended for
closure

09,045COVID 19 Nairobi
covlD-19

Watcr

Demand letters were
issued by

,585,000&
Lt(l

Gusii Watcr
Sanitation Co

CLSG

cct lct ivitics.

Sanitation Projcct



LSG Management to th
lmplementing
Partner
Demand letters were
issued by
Management to the
Implementing
l)artner

78,490Kirandich Water &
Sanitation Co Ltd
CLSG

CLSG

l)cmand letters were
issued by
Nl:rnagement to the
lnrplementing
l'artner

12,,725Lamu Water &
Sanitation Co Ltd
CLSG

CLSG

l)e mand letters were
issued by
Nlanagement to the
Inrplementing
Partner

Wajir Water
Sanitation
CLSG

&
Co

CLSG

I'roject Issues have
hccn addressed
t h erefore
rccommended for
clos ure

50,095,350Questioned costs
led to rcversal ol
expended funds

Kakamega
Water
Sanitation
CLSG

County
And
Co.

CLSG

Nakuru Rural
Water & Sanitation
Co Ltd CLSG

CLSG

Qucsti0ned costsil,70J,ll46

fo

) I

l'
t-

[,I

Questioned costs I {,1 85,53t1
addressed

addresse

xpcndcd funds

nrject
e cll

therefore
rccommended
closure

l'roject Issues hav
hecn
t h c refore
rccommended fo
c los ure

Issues hav

le tl lo reversal ol
expe ntlctl funtls

led to rcvcrsal t

Nyahururu Water
& Sanitation Co
Ltd CLSG

CLSG

l'roject Issues hav
bcen
l hcrefore
rccommendcd fo

addresse

Ios ure

96,860Questioncd costs
led to revcrsal oll
expcndcrl funds

Limuru Water &
Sanitation Co Ltd
CLSG

CLSG

Nolturesh Water &
Sanitation Co Ltd
CLSG

CLSG

'l
I

7,65-1,,(X)0

)

,r50cos ts 580

e\ lcrrtlctl funtls
oul't cilsc

n c oc nu tilb

EI ectation of refund

Q u cst ion ccl l)cmand lctter issued

I

Iravc been verifie
rrrrd is rvithhcld in th

l'he projcct fund

led to rcversal t ito the IP with

ka
issue

I l)s

I'he

Gachiege WRUAIFAD

10,866



ommended fo
losure.

301,671 Project completedatare CFA

I cntlcd funds

tucstioncd cos

lcd to rcversal o
IFAD

Project completed
and issue closed

Qucstioned costs
lctl to rcversal oI
cxpcnded funcls

1,963,000IFAI) Irangi CFA

1,061 Project completedIFAD Kahtgc ('l'-,,\ (.)rrcstionctl costs
le<l to rcvcrsal oI
crpcndcrl funds

67,700 Project completedIFAD Kabaru CFA Qucstioncd costs
lccl to rcversal of
cxpended funtls

1,647,638 Project completedIFAD Kirnakia CFA Qucstioncd costs
lcd to rcvcrsal oI
cxpcnded funds

Questioned costs
lcd to rcvcrsal of
expcndcd funds

565,484 Project completedIFAD MaraguaLorver
WIIUA

272,900Lorver Thangatha
WIiUA

Questioned costs
lcrl to rcversal oI
expcndcd funds

IFAD

Project completedQucstioncd costs
lcrl to rcvcrsal o{
crpcntlcrl funds

1,986,952IFAD MI.t['E(]Al' Cl',\

8l7,lt3 Project completedMiddlc
WIIUA.
Nithi

Mutonga
Tharaka

Qucstioncd costs
lctl to rcversal oI
cxpcndctl funds

IFAI)

roject completed,628,450Structural issues

on the Dam led to
discomfort in
ncccpting
fin ancia I

tlocumcnts
submittctl hy the
\\;ltl.lA and thus
the anrounts
ayailcd arc still
long outstancling.

FAD Nairobi WIIUA

Project completed2,939Qucstionctl costs
lcd to rg'ersal oI
cxpcndcd funds

IFAD Saha \\'llt .\

5,282 Project completedQucstioncd costsIFAD Thika Mid WRUA-



ambu County ed to rcvcrsal tr

I cntletl luntls
l)roject completed322,091Qucstioncd cos ts

led to rcvcrs:rl oI
expentlctl funtls

Fpp..

[wnun

(luraIFAD

I'roject completed{00.(xx)Questioned costs
led to rcvcrsal rll
expendetl funds

rua Hills Cl-AFAD

I)roject completed4,480

expendcd funds

Questioncd costs
led to rcversal oI

h-o,ner

Jwnun

MathioyaIFAD

l'roject completedt 00,000Qucstioned costs
led to rcvcrsal of
expendctl funds

ower ThanantuFAD
UA

l'roject completed|,536,000

cxpcrrdctl funds

Questioned costs
lcd to lcvcrsal rtl

ThingithuFAD ower
RUA

l) ro.iect completedQuestioncd costs
lcd tu rcvcrsitl ol
experrdcd funds

| ,tt I 0,350FAI)
-I'hucower

UA

l) roject completed5(r.'700Qucslionerl cos ts

led to rcvcrsal ol
expended funds

[South
Jwnua-
lcounty

Mathioya
Muranga

IFAI)

I'roject completed25,3511Questioned costs
led to revcrsal of
expendcd funds

pper Thingith
UA

Project completed{9,880Questioncd cos-ts

led to rcvcrsal trl

expendctl t'untls

ht iLa
lwnua-
lCounty

Upper
Kiambu

IFAT)

6,8J2,619fr.-"-Mrgu.
JWater Project-
lSamburu County

EDE CPIRA

('lcareclEDE CPIRA Fti-nkuth WRUA-
JKa.iiarto Countl'

79ttI

('lcared,909EDE CPIRA u Bus Park
Taita 'I'ave ta

An ongoing court
case

5,5-j(r,,95JCou rt cascFxo"noain wltuA-
hu.k"n" County

GGEP

i\toney refundedl.r{,253GGEP lH*ajab WATSAN
Money refundedt 0 t.525GGEP E ibahlow WATSAN
NIoney refunded3,176,372Fsh"bt,

[wrt.o,
CaadGGEP

-j,l { lLack
and

of rcports
supporting

CLTi
Kwal

IM.i-,
lPro icct-

J6P

IFAD

r
I



orrnt (locunrcn ls

Observations by the Committce
The Committee observed that thc ntattcr retrraiucd unresolved

.I6P Mrima
l)ro.iccl-
('o rt n tr'

Sanitatitxr
Krvalc

I-ack ol' reports
anrl supporting
tlocumcn ts

4,788

,I6P Mrvangani
Sanitation Project-
Krvalc Countt'

Lack ol' reports
ancl supporting
documcnts

5,121

J6P llungoma Prinrary'
San. I)rojcct-
Laikipia County

Lack of rcports
and supporting
documcnts

32,175

J6P Krvale Wasco 2,067

J6P Mhuguni WRUA-
Krvale Countv

flack of reports
ancl supporting
documcnts

I,598

J6P clt's
Ku'alc

Mrvangani
l)ro.jccl-
(lorrntr'

l,a ck of rcports
:r ntl srr pporting
tlocumcnts

7,136

J6P (lounlvI-likipia
Watcr llill

Ln ck o I' rcports
a ntl srr pporting
documcnts

309,500

GOK Nvt nda rua
Sanitation I)roject-
GoK

Lack of reports
and supporting
documents

2,657,760

GOK Il u lugho
Osmosis
Project-
County

llcvcrsc[he projcct
Watc rlvan da lizcrl

(larissal

I

was 973,690

GOK Ministry Of Watcr
an<l Stnitation

l6l,090

I,075,603CPC-SIDA Kimangao Watcr
anrl Sanitation
Pro.icct

MTAP Mchclclo l)rinr a r1'

School
6,142,945EU SHARE onc Community- i\'latter rcported t

I{ive r Count E,,\CCilnil
Matter rcported to
EACC

383,034EU SHARE Manda Marveni
Watsan Project-
Lamu County

1,025,487EU SHARE

Total

Io,szs

lQuachacha-
lMarsabit Countv

lltz,ost,968



MIN. NA/AA&GPC-SFAC12025/007: ANY C)1'lllilt lltrslNESS
The Committee resolved to undertake an Inspcctiorr Visit to the projcct betbre making a

determination.
M I N. NA/AA&GPC-SFAC 12025 IOOS : Al).toutrN I'NlYI)A'ttr 0F NEX'I' MEETING

There being no other business, the meeting was adjourned at 4.51 p.nt. l'hc next nleeting will be

held on notice.

Q^r*nL 05 e.c
SI(;NEI) l)A'l1,. t0

HON. FATUMA ZAINAI} MOI I,\]\'INI Ii I), IlI I'

(ctHAIRPllRS()N)

SPECIAL FUNDS ACCOUNl'S ( ]0M N,I I-I"I't'E



MINUTES OF THE 381'II SITTING IN THE THIRI) SESSION OF SPECIAL FUND

ACCOUNTS COMMITTEE HELD ON TUESDAY, 2O,I'II AUGUST 2024, IN

COMMITTEE ROOM 20 BUNGE TOWERS AT 2.OOPM.

PRESENT
1. Hon. Fatuma Zainab Mohammed, MP

2. Hon. Dawood Abdul Rahim, HSC, MP

3. Hon. Erastus Kivasu Nzioka, MP

4. Hon. Charles NgusYa Nguna, MP

5. Hon. Eve Akinyi Obara, MP

6. Hon. Tom Mboya Odege, MP

7. Hon. Catherine Nakhabi Omanyo, MP

8. Hon. Cecilia Asinyen Ngitit, MP

9. Hon. Joseph Kimutai Cherorot, MP

10. Hon. PaulKibichi Biego, MP

WATER SECTOR TRUST FUND.

l. Mr. Willis Ombai

2. Mr. Edwin Korir

3. Mr. Kega Muthoni

4. Mr. Wynant Mulira
5. Mr. Mathew Karanja

APOLOGIES
1. Hon. Dr. Christine Ombaka Oduor, MP

2. Hon. Faith Wairimu Gitau, MP

3. Hon. Joseph Majimbo Kalasinga' MP

4. Hon. Kahugu Erick Mwangi, MP

5. Hon. Joshua Odongo Oron, MP

IN ATTENDANCE
NATIONAL ASSEMBLY SECRETARIAT
L Ms. Comfort Achieng - Clerk Assistant III

2. Ms. Judith Kanyoko - Legal Counsel II

3. Ms. Mercy Odengo - Research Ofllcer II -

4. Mr. Derrick Kathurima - Media Relations Otlicer

5. Mr. Peter Mutethia - Audio Offlccr III

6. Ms. Glory Nkatha - Protocol Atlachee

- Chairpersorr

- Vice Chairpcrsort

Chief lixccutir c Otllccr
Cieneral Mattage r' Intcrnal Audil

General Manager Programmes

Principal Int6rnal Auditor

Principal Accountant



OFFICE OF THE A U I)ITOII.-(; tiN TiII,,\I,

I - Mr. David Osicnro

2. Mr. Wilson Maiva

Liaison Olliccr
Director, Audit

MIN. NA/AA&GPC.SFAC120241056. PRELIMINARIES
The Chairperson callcd the meeting to order at 2.1lpm, followed by a word of prayer and

introductions. The lbllowing agenda was adopted as circulated:

l. Prayers.

2. Preliminarics/lntroductions.

3. Examination of thc Audito" (icneral llcports on Accounts of the Water Sector

Trust Fund l'or thc financial Ycar 2018/19 to202ll22
4. Any Other llusiness

5. Adjournmcnt [)atc ol'thc ncxt rllee ting.

The Chief Executivc Olllccr who is thc Accounting Officer for the fund took the oath of witness

and tabled the Subnrissions o[' thc Acpounting olllcer including supporting documents on the

audited accoullts ol'the lirnd.

MIN. NA/AA&G P('-SFAC /20241057.
I'XAMINATION OF THE AUDITOR GENERAL
ITEI'ORTS ON ACCOUNTS OF WATER SECTOR
TITUST FUND FOR THE FINANCIAL YEAR 2OI8II9
TO 202U22

Brief on the mantlatc and scopc of t[c Fund

The Accounting ofiiccr briel'ed llre Conrrrittee on thc operations and scope of the fund.

Examination of the Auditor Gcncral'rcports firr Water Sector Trust Fund for the financial

Year 2018/19 to 2ll2ll22
The Committce exarnincd thc Arrclitor (iencral's rcport tbr the Water Sector Trust Fund for the

financial Year 201tl/19 to 2021122 as lirllor'r,'s:

l. Unsupported expenditure
The statement of financial performance reflects project expenses of Kshs. 571,050,171 which as

disclosed under Note l0 to the llnancial statements includes Kshs 5,424,187 (2018: Kshs

16,848,188) relating to expenditures that have outstanding audit queries arising from audit of
project implementing organisations. Although Management has indicated that the issue is being

dealt with legally and adrninistratively. the outconre of the process has not been disclosed.

Submissions by thc Accounting Ofliccr
The Accounting Oflicer sttbrnittccl thc lirllowing:

Financial Year 201 tll201 9



Below is the detailed scheduled of the anrount which the atrditor had categorised as unsupported

expenditure and status of resolution.

Table I - UnsUDDOrted e.xnendilure FY 2018-2019

FY Prog. Implementing Partner Amount
Status as at
August 2024

Rem:rrks

2019 GGEP
Kasha Water Resources
Users Association (WRUA) 99,290

Follow up
ongoing

Dculrnd letter
submitted to the
lP.

2019
EU.
SHARE

Mudhe water project 75.000

75.000

l:ollon u 
1-r

o rtqo i ng

Demand letter
subnritted to the
IP
Demand letter
subrrritted to the
IP

20],9
EU-
SHARE Quachacha Water Pan

2019
EU-
SHARE

Isakhia Water and
Sanitation Project

I;ollou' up

ongoing

[)cmand letter
subnritted to the
IP

2019 IFAD North Mathioya WRUA 29,100
Suf flc ient
document
provided

Ilecornmended
lirr c Irrsure

2019 IFAD Upper Maragua WRUA 20.000
Follow up
ongoing

Denrand letter
subnritted to the
IP

2019 Sirimon CLTS - 2019 10.64:i Follou'up
or-tgoing

2019 J6P
Lelmokwo water project-
2019

l.i I 5.0u1
Irollou up
ongo in g

2019 J6I'
Tharaka Nithi County Water
Bill

2,728,600
I{clirncl u,as

n.radc by the

WSP

Recornmended
lirr c losure

2019 J6P Murugi Mugimango CLTS r 25.000
Suf llc ient
document
provided

I{ccorlmended
lirr closure

2019 J6P
Doldol Luisikut Water
Project

19.000
Suflicient
c[ocutnent
plovidcd

2019 UPC
Naromoru Water and
Sanitation WaterProject

28.000
S ul'llc icnt
rlocunrcnt
providcd

2019 UPC
Homabay Household
Sanitation Project

S Lrl'llc ie nl

I{cco nrmended
lirr c lr rsure

lte co rn mended
li,r e l, )sure

I{cc o mmended
lirr c ltrsure90.600

clocunrcnt

lro l lou r,tlr

o ngo irt u

97,312

J6P [)crnund letter
strbrlitted to the
II)
'l'cch 

rr ical audit
u ill bc carried
out arirl the
nrattcr be closed.



FY Prog. Implcmcnting Partner Amount Status as at
August 2024

Remarks

Nnrornolu Watcr ancl

Sanilation \\'atcr 40.000
il)roiec

- -]- -----!-
t

UPC

I)iloting ol' ncu []S F

tcchnolclg1.. Inttovation
(iarissa Watcr alld
Sewerage

5li.i00

('or-n alr

provided

2019
Sufficient
document
provided

Recommended
for closure

2019
Sufficient
document
provided

Recommended
for closure

2019 UPC Muranga WSP t 4,655
Follow up
ongoing

Relates to VAT

2019 I.JI'C Kirinyaga WSI'} 167.904
Follow up
ongoing

Relates to VAT

5,{69,487

He informed the comrnittce that I;ollorving 1hc release of the audit report a total of
Kshs.3,593,600 (66'Y'\ hacl hccn accountecl lirr through provision of supporting documents,

refunds and tcchnicirl arrrlits ol'thc pl..jccts lundcd. IIe noted that for the amount which had not

been resolved. ncgotiations n'as ongoinu with thc implementing partners and Development

Partners. A requcst hatl bccn :nudc to DPs to considcr waiver on questioned costs relating to

VAT and demand lctlcrs havc bccn rna<lc to ll)s. I{c also noted that to mitigate the recurrence, the

following are thc ntcilsurcs rvhich \\/atcr l:und had put in place to ensure that the funds released

to Implementing Partners (lPs) are propcrly utilized:
i) Follow up of documents and closure of questioned costs by the Board of Trustees; upon

release of the audit report, mar.ragcment has been following up documents to support

expenditure ancl have the Board close the questioned costs.

ii) County Engagcment Strategy; Water Fund Board has approved a County Engagement

strategy document that rvill enhance engagenlent of the Fund with various counties.

iii) Risk Management Policy and Framervorkl The Fund has implemented robust risk

management poticy and Framework which will enhance risk management in the project

implementation cyclc. Flagging ol'pro.iects u,ith issues is undertaken on a regular basis and

appropriate miti gati ng lttcasures trtttlcrtaken.
iv) Governancc Asscssmcnt of u,atcr scrvicc providers; Regular Govemance assessment of

various lntplcrnctrting I)rrrtrrcrs i:; rrndcrlakcrt and areas of improvement agreed for
implementatiott,uvith variotrs Irnlllcrlrcnting Partners (lPs.)

v) Project tmplenrcntation Manual; the purpose olthe Project Implementation Manual (PIM)

is to provide dctailcd guiclancc lbr Implementing Parhrers (lPs) of the approved projects

within the Water F'und funding cycle. 1-he rnanual gives a road map from the procurement

stage to project closure while considering critical obligations and responsibilities ofdifferent
project stakeholders as part ol'frnancial contract management.

vi) bnhanccd Monitoring and Evaluation; Resources have been availed to enhanced

monitoring and evaluation of lunded projects.

tIPC



vii) Recruitment of Quality Assurance Monitors; these consultants are based in various

counties and they assist the Implementing Partners in all aspects of pro.iect implemcntation.

viii) Training of Implementing Partners; regular training of irnltlelnenting partners rvill enable

the partners to implement projects ef ficiently.
ix) Systems Integrated Project (SIP); currently undcr intplcrncntation and will irltcgrate all

programmes and enhanced visibility and decision rnaking.

x; Technical Audits (External and Internal Auclits); r.r'hct'c cloctttl.tcnts are not available,

technical auditors will be able to assess thc valuc ctl'irttplcntcrttccl llroiects.
xi) Reporting to Ethics and Anti-Corruption Conrnrission. Itt sitttations of suspcctctl crtses of

corruption, the matters are normalll, reportcd to thc L.'t('(' lirr lirrther investigation.

xii) Document Management System; The l"und is currently in.rplementing tlocument

management system where all documents will be scanned and stored elcctronicalll io avoid

situation where Implementing Partners will report issues of missing supporting docttttrents at

the Implementation level.

Observations by the Committee
The Committee observed that the matter remained unrcsolved

2. Delayed Funding and Projcct Implementation

The statement of comparison of budget and actual anr()r.urts le llccts a linal hLrdgeted totll rcvenue

of Kshs 2,062,287,856 against actual received revcnuc ril'Kshs. 1.125.492,774 resulting in a
revenue deficit of Kshs 936,795,082 or 45Yo ot' the burlgetcd rcvertrle. -l'he deficit !\'as caused

mainly by delay in remitting budgeted funds b1' both thc l)cvclopnrettt l)at'ttrers and (lorcrtlment

ofKenya.
Further the Statement of Comparison of Budget and Actual itmounts rellect actull project

expenditure of Kshs. 571,050,171 against the budgeted expcnditure ol'Kshs 1,680.717,504

resulting in an under-expenditure of Kshs 1,109,667,333 or 66%o ol'the budgcted expcrr.l,ltrt'c.

The delayed funding and implementation of the Fund's projects bchind schedule may lcri.l to cost

overuns and non-provision of services to the intended benellciaries'

Toble II- Budset ond omouttt receivel - FY 2018-2019
No Funding source

GoK grants

Finance income

Budgeted
a mounl
(KShs)

584,900,000

Anl() u nt
received
(KShs)

s7e,d36,ooo

Actu a I

expenditure
(Kshs)

344,?22,993

Dclir'il

(KSh'I
( i.01.1,000)

50.092,307
) s2.092,307 02,000,000

Submissions by the Accounting Officer
The Accounting Officer submitted the following;
The management acknowledges the tinding noting th'.rt there rvas delay in reurittirr,r I'Lrtlgeted

funds by both the Development Partncrs and Governrtrcnt ol'Kcn1'4. Contitluotts li,ll ,r up is

being undertaken to ensure tin.rely receipt ol' ltrnds Jiortt lrotll the (]()vcrnntcrri i,ird the

Development Partners. DPs supported progranrrncs alc urulti-ycar in ttaturc and thus otrtstrrnding

disbursiments were budgeted fbr and receivecl in subscrlue nt ycars orl a rolling basis. ilclow is
the detailed scheduled of the arnount u,hich had been hudtcted lbr arld rcceived at thc Water

Fund.



No Frr nrling sou rcc

GoK grants

United Nations Clrildrcn ljund

M isccllaneous incomc
Govemment of Gcnnany -
KIW/BMGF
European Union - Rural
Governnrent of Denmark

IFAD
World tsank
S* sdett/l' in land - .l(r l'
Tolrl

Further, incidences of shared
passwords, lack of entbrcement ol'
key password parameters or1 the
application and database

lack of audit logs ancl global aucliting
parameters at the databasc lcvcl wcrc
noted.
In addition, continuous rrronitorirtg ()i

54.400,000 25.417,314

Amount
rcceivcd
(KShs)

579.856,000

I .7 44,009

73,960,418
t44,177,607
56,967,655

Actual
expenditure
(Kshs)

344,222,993

1,744,009

0

l 03,960,41 8

144,t77,607
59,890,673

64,800,390
40,693,881

r s5,783,193
915,273,164

Deficit

(KShs)
(5,044,000)

t,744,009

(28,982,686)

(373,039,s82)

4t,309,751
(249,332,34s)

(36,9 I 9,6 r0)
(t08,206,1l9)
(228,416,807)
(936,795,082)

0

3

4
5

6
7

8

447,000,000
t02.867,856
306,300,000

10 t.720,000
r4li.e00.000.00

l r.1.200,000
:.{}(;:,2 87.856

64,800,390
40.693,88 t

8.s.783, t93
|,12s,4s2,774

Observrtions by thc Oo nr nr ittcc
The Committee obscrvc(l that thc nraltr:r lcmainecl trnrcsolved

3. ICT Control l)eficir:ncics
Although managenrcnt had implerncnte(l two systcms to aid in project management and

monitoring, the systcrns were not lully utilized and had become redundant since implementation.
The Fund may thercli)re not havc derivec', value from the investment made in the system. Further,
incidences of shared passwords, lack ol enfbrcement of key password parameters on the

application and database as well as lack of audit logs and global auditing parameters at the

database level were noted. In addition. continuous monitoring of super user activities and

administration accounts on the application. database and operating system level was also lacking.
The above rveaknesscs rrral'lcad to undclccted unauthorized access and activities and potential

abuse of the privilcgc acccss u ith 1'rossri'rlc negativc irnpact on business operations, financial loss

or reputational damagc.

Submissions by thc ;\ccounting Olficcr
The Accounting Ol1iccr subnrittctl the lirIl<rrvirrg;

The fund was implentcnling two parallcl project mauagenlcut inlbrmation systems which were

inefficient. Managenrcnl has sirtcc implcrncnted and integrated project management

systems(SIP)which has tlre capacity to provide projcct management solutions for all the WSTF

funded programs in linc rvith GOK and [)P reporting and compliance requirements.
Issue ra isctl (lu rrcnt statu s

The management has implemented an automated
password compliance policy.
1'he policy requires the password to meet the
rccluired conrplexity standards.
r\uclit logs have becn enabled at database level.
Inlbrmation systclns audit is carried out regularly to
cnsure conrpliance.
Itltcrnal audit dcpartrncnt regularly reviews the

li udgcterl
atrou n l
(KShs)

5't4,900,000



super user activities and

administration accounts on the

application, database and operating

system level was also lacking

supel'Lrscr actir"ities in thc systcnl

Observations by the Committee
The Committee observed that the following;

i) The Auditor General had not verifled the ICT policy and rccluested lbr

undertake verification and report back to thc cornmittee

ii) The matter remained unresolved'

Follow up is
rungo ing

Financ ial Year 201912020

l. UnsuPPorted ExPenditure
The statement of financial perfbrmance reflects ploiect cxl)enses o1' Kshs. I .280, I 83..I 77 rvhich

as disclosed underNote l2 to the financial statements, incltrdes all anloullt ol'Kslis. ll.lll,949
(2019: Kshs.S ,424,187) relating to expenditures that have outstanding audit qtrcrics arisins lrom

the audit of Project implementing organizations. Although Management has indicatcd llurt the

issue being dealt with legally and administratively, the outcome of the plocess has Irot been

disclosed.

Submissions by the Accounting Officer
The Accounting Officer submitted the following;
Below is the detailed scheduled of the arnount u,hich lhc aLrditor had calcgorisc.l as t,,, """1,t1"6

expenditure and status of resolution.

llcrn a rlis
-['hor,rgi, tlic atrtl,l 1'

is not closcd, tlrc 1 ,cct
is successl ully
complcte. TechrriclI
audit rv ill be untlcltlkcn
to tinally closc the

LIC f\

1.65ri,050

'l houglr tlie atr.i,,
is r-tot e ioscd, tl,i
is suc e e ss lirl 11'

cornple te .

'['cchri 
i,- al audil r

irrtrlc; tl'licrt to ll r,

lime to

ot

C

AlnotttrtFY Prog
Status as at
August 2024

Follow up is
ongoing

1,476,700

Kipsing Water
Resource Users
Association
(wRUA)

GGEP2020

Kuro Bisan Owo
WRUA2020 GGEP

clos(. t l)c (luerv.

Table III- Unsuoported Expenditure FY 2019-2020

Implementing
Partner



Implcmcnting
Partncr

Status as at
FY Au st 2024

2020 (;(; EP
Sakc ('ontnrunil.y'

Rural Watcr
Suppll'l'rojcct

70.000
Follow up is
ongoing

2020 (;(; Et, Dahln \\/RIJA I Follow up is
ongoing

Remarks

I Though the audit query
is not closed, the project
is successfully
complete.
Technical audit will be

undertaken to finally
close the query.
Though the audit query
is not closed, the project
is successfully
complete.
Technical audit will be

undertaken to finally
close the query.

2020 (;(; IiP Dahan WRt IA 1.890.000
Follow is
ongoing

Maclogo WI(tlA t44.7',23
Irollow up is
ongoing

Though the audit query
is not closed, the project
is successfully
complete.

2020 (J(J IiP

Though the audit query
is not closed, the project
is successfully
complete.
Technical audit will be

undertaken to finally
close the query.

2020
r,lU-
SI I,,\ IIF],

Ngalabalabia 327,181
Sul cient
document
provided

Recommended for
closure

2020 r r,'Al)
Kayahwe WRUA-
IFAD, MLrranga

1.400
Sufl'icient
document
provided

Recommended for
closure

2020 lFAl)

I IT,\ I)

I II\ I)

Ka1'aliwc WRtln-
IF.A[). Muranrra I

t9_ 100

Lou'ci' N4alhioya l.(160

Sulllcient
document

roi itlccl
--1

24,000
Kinraki
IFAD

a (-l
1 A

Recommended for
closure

2020
Recommended for

closure

2020
Demand letters issued

fbr refund by the CFA

2020 I F.\ I) Kimakia CFA-
IFAD

r 02.500
Irollow up
ongoing

Demand letters issued
lbr refund by the CFA

Mwangani
Cornn.runity
Pro.lect- Krvale -

2,281,843
Follow up
ongoing

Technical audit will be

undertaken to value the
works done.

.I6P

It rog Amount

ri9.500

Sufllcient
tlocnment
providcd

Irollow up
ongoing

2020



FY Pro
Implementing
Partn er Anrount

Status as at
,\ugust 202J llcrnarks

2020

2020 J6P Enosagami 95 3,3 80

Sullicient
cloc u mcr-t1

plovicled

llccornmettded lirr
c losu re

Ilccotttmertded li,l
: lo s ttre2020 UPC

Bar Kowino-
Nyawita Water
Project

50.000

Sulllcient
cloc u mcnt

42,000
rovided

2020 UPC
Witemere
Household
Sanitation Project

2020 UPC
Naivasha
Household
Sanitation Project

120,000
Sulficient
doc ument

rovided

Rccotnmertdecl lirr
c losure

2020 UPC
Kericho
Household
Sanitation Project

50.000
Strl'llcicnt
rloc trrt.tcttt

plo'u'i-lccl

2020 UPC
Mairo Inya
Household
Sanitation Pro.ject

2020 UPC
Bar Kowino-
Nyawita Water
Proiect

I 0,I 99,730

He informed the Committee that tbllowing the release ot'the auclit rcport a totil I ,,1' Kshs.

1,,5641721 had been accounted for through provision of-supporting cloctlmetlts, r'(: rr(ls and

technical audits of theprojects funded. He noted that tbr the amount rlhicir had Irot [rc,"r r'':solved,

negotiations are ongoing with the implementing partncrs and Developrttcnt Partners. .'\ rcquest

hai been made to DPs to consider waiver on qucstioned c<lsts rclatittg lo VAT. Furtlrcr clcmand

letters have been made to IPs. He also noted that to mitigate tlte rccttrrctlcc. (he lbllori irr': are the

measures which Water Fund had put in placc to cnsurc that the luncls rr.rlcased to Irrrf i 'rtrcnting

Partners (IPs) are properly utilized:
i) Follow up of documents and closurc ol' questiortcd costs l,)' tlte lJtlr,rd r,, r;steesl

upon release of the audit report, ntauagcnrcl)t llts lrecrt li,il.,rr irtg trll tl, .:its to
support expenditure and have thc Boald closc thc !ltr'-'stiorlcd e')sl:..

ii) County Engagement Strategl; WatclFurrcl Bolt.l ilrs illrl)l.r \rtl rt ('otttltl' lr. "rr:clttent

strategy document that will enhancc cngagenrcllt ol thc FLtrrd ri itlt vrrriotls c(rt,, :.

iiD Risk Management Policy and Frarnovorli; 'l hc Irtrncl hrs iitrplcrnctltetl ;t risk

management policy and Framework rvhich r.r'ill el,liance risk rttrtttrtgcrncnt irt I lroject
implementation cycle. Flagging of projects rvith issues is tllt.lcrtitlic rl or) il I basis

and appropriate mitigating measures undertakctt.

iv) Governance Assessment of water scrvice providers; Ilcgtrlar (iovertlancc rr isslnent

of various Implementing Partners is unclcrtake n attd arcas o l' ilttllrovctttctli : ;d for

implementation with various Implementing Partne ls (ll)s.)

.gqvided
Sufhcient
document

Recornmended lirr
c losure

l{ccornmended lirr'
c Iosurc

S Lr l'iic icnt
tlocurttcI.tt

I(ccornmended li, r
42.000

c los trtc
rlrrt'itlccl

tJ55,69i
SLrlllcicnt
tloc rinre nt

I I{cconrrnerrded lirr
c losr-rtc

r idecl



v) ' i,'r'r Imrrlcnrcn,:rtion N'lunrrrl: thc purpose of the Project Implementation Manual
'\1) is to ;.rrvidc cicLailccl urriclancc lor Inrplenrenting Partners (lPs) of the approved

.;r'cls.r'itlrin thc WaterFurrcl lirnding cycle. I'he manual gives a road map from the
,r'Lrr('nrcnl slagc lo pro.icct closurc rvhile considering critical obligations and
:.onsibilitics ol'dill'crcnt prolcct stakcholders as part of financial contract management.

vi) ,tr:r rrccrl i\tonitoring antl livaluationl Resources have been availed to enhanced
,nitorl11g lncl cvaluation o[' lirnded projects.

vii) l' ,itnr.nt of Quality Assurance Monitors; these consultants are based in various
'rntics anrl the1, assist thc Implementing Partners in all aspects of project
''lct-.rcrrtalion.

viii) 'l ''ring of Inrplcmenting l)artners; rcgular training of implementing partners will enable
' I.ir11lrcrs to irnplcrncnt pro.jccls c1licicn1ly.

ix) S.r rcrns Intcgratctl l)ro.icct (Sll'); currcntly under irnplementation and will integrate all
' ,\r'tulrrlcs rurtl cnlr:rncecl r isibrlitv ancl tlecision making.

x) 'l' r'ic:rl ,,\rrrli(s (llxtcrnal anrl lntcrnal Audits); where documents are not available,
,'irnicll autlitols 'u.,ill bc able trr asscss the value olimplemented projects.

xi) I 'ring to Iithics antl , \ nti-Co rru ption Commission. In situations of suspected cases of
: rrl.tion. thc nrattcrs arc nurrlallv rcpolterl to thc EACC for further investigation.

xii) i),, rrrrrcnt Mnnirgcnrcnt S1'stcur; Thc Iruncl is currently implementing document
r,lrnagcnrcul svstcnl whcrc all clocumenls will be scarlned and stored electronically to
",,id sitr.ratiorr whcrc lrnplcrncnting Partners will report issues of missing supporting
.luncnts ll thc Irnplcnrcnlation level.

Obs'
'l'hc (

'i,' ns bl' thc Committcc
rrittcc obscrr,cd that thc matter rcmained unresolved

2. Ilutlgetary Control and Perform:rnce

The st', rncnt ol'cornparison ol' budgr:t and aclual anlounts rellects tinal receipts budget and

actuli ., conrpalable basis ol'KsL::s..1.12ti.900.000 and Kshs. 1,867,808,184 respectively
resuli,., io ln undcr'-lirnding ol'Kshs.l.2(rl .()9 I .816 or 55%o of the budget. Similarly, the Fund
actull . r.,1.,c,,.1 t'r-,,'" unouutcd to Kshs.1.6t17.724,308 against a budgeted expenditure of
Kshs..i. 11i.900.000 rcsulling [o arr rrrrtlcr t:xpcntlilure of Kshs.2,441,175,692 or 59o/o. The
undcllr lirl untl rrnrlcr'-cx1:rcrrtlitr-rlc rrllcctccl tlre planncd activities which in tum may have

impacte.l ncgativcly on scrvicc dclivcq to thc public.

Toblc It'- Ilttirlet atttl umttutrt rc(eircl I;Y 20 lq-2020

Subnris i,r'rs by thc Accounting Officcr
The Ac. rrnting Ofllccr submittcd the firllowing;
The nrrr;,lgcmcnt acknowlcdges the finding noting that there was delay in remitting budgeted

funds bv both the l)eveloprnent Partncrs and Government of Kenya. Continuous follow up is
being r.,rtlcltlkcn to cnsure tiurely receipt of lunds tiom both the Govemment and the

Develoltrucnt Partners. l)Ps supporteci lrrogrammes are multi-year in nature and thus outstanding

disburscrncnts were budgeted for and received in subsequent years on a rolling basis. Further,

Water lirrnrl institutcd lleilsul'es airned at clficicnt and tinrely accountability by projects in
improl'irrg cxpenditurc and absorption ol'ttnds. Ilclou'is the detailed scheduled of the amount

which hatl bccn budgctccl lor and reccit ccl at tltc Water [trnd



ArnouDt
rcceivcd

Acl0irl
crl)euditure

Vitt'irliit
(KSlt. )

Kshs

Toble V- ICT lindinss ond slolus

KShs

137 ,98 t ,27 4

61.455.544 il 1.3 87,8110

ili 7.r 5 8,809

s 7 7,599

1, l.trtt0,000

i3,726

1,949

79.842.213 79,842,213

203.5 89.39.1

1,787

433.000.01X) 203.-5 89.i 93 r.607

5 t3.000,000 r.095

I,tt67,n08,1tl4 1.687,72J,308 I \,692

Observations by the Committee
The Committee observed that the matter remained unresolved

3. ICT Control Deficiencies

Review of the Information Communication 'l-ccllllology (lC'[) s]'stellrs irlr:'l '

Management, and controls put in place re\/caled existcrlcc of dcllcicncies alttl rt cr,,

those systems. For instance, the ICT Policy did not inclu(lc a chrtugc ntaltagcrllcnt pl

such, iritical elements including changc log lracking. chaltge lllttttillrcrllcl)[ \\'()r'l(

emergency scenarios, risk assessment and imptrct critel ia otr rcclttcstcrl change s. tle trrils ,

approlers, user acceptance testing, fall back procctlurcs ancl resportsibilitics lirr rrl't,
reiovering from unsuccessful changes ancl urtlorcsccrl cvcllts u,ctc llrekittg. littlther. rr.

were ideniified in password contrguration ll'hclct-rv PaI'lllllctcl's tlocttlrrcttte cl irt tlrt ' :

not being enforced in the system. Also. databuscs 1-xtssutrcl hislolv cottliqtlrltli,,r,
to 5 passwords against policy recomnrendution ol'no fc-ttsc ol'oltl ltassu'ot'tls. irr

conti;uous monitoring of superuser activitics ancl adruirtislt'ator accotlllts on lltc- lr',,

database and operating level were also lacking. Although Manltgertlent 1111s :;:,,

amended the ICT Policy and reconfigured password parameters, e\islcrtce o1'thc rrlror -'

and other weaknesses may lead to undetected unauthorized access and acliviti.'s.
privileged access which can negatively impact on business opcrations. Ijtrrrrr, l'r'

reputational damage.

Submissions by the Accounting Officcr
The Accounting Officer submitted the fbllou'ing
Below is the detailed scheduled of the anrount u'hich had bccn brrdgctcd lirl arr.i r' ' '

Water Fund.

i6i.980.3 l8 i6i,+{1.05 I

264.7 18,104 ..17e,8 l7,9oS 
I

lbv
sin

,. As
for

'rnge

and
'sses

\ ere
r SOt

. ion,
onS,
'rrtly
,led
,' of
lnd

the

Budgeted amount
(KShs)No. Funding source

.107,541 , l9 I688,742,500595,000,000GOKI

I,122,4012,000,000Finance income2

063,000,000J
Kenya Water and Sanitation
conference

30,980,627

91.263.460657,000,0004
Government of Germany -
KfWBMGF

-s00.000.000
-5 European Union - Rural

I , 129,000,000Covemment of Denmark6

236,900.000IFAD7

8 World Bank

Sweden/Finland - J6PI
.t,I 2[t,900,000Total

Observation by thc auditor (-'urrcrtt stalus li.c rrt l rks

\

r, | 1.120

].-r-

83,236,025



'se r\':rtion hv thc autlitor Currcnt status Remarks

Done

Done

Done

Done

Done

Done

I
('hange log tracking,

( , tiulgc r-lla nilgc nrcrlt
ri,rrkflorv lilr crnergency
scc narios

I ,, li asscssnrcnt and
i ,i,act critcria ott
r.( Iucstcd cltitlrges.

l)ctails of change
lt,.'.\rOVCrs

i .,rrr acccptil ncc lcsting

I rl back procctlurcs and
r ",ronsibilitics firr aborting

', I rect,r,cring liort-t
r ':successlitl changes and
, 'lirresccn cvents lvere
Lrcking.

\\/ctrknesses rvcre
: lcntificd in passuord
, ,,n llguratiorr rvlrercbY
,':r ritmelcrs rloctttttcntcd in
tlrc policics rvcrc not ["rcittg

err Iorcetl in thc s1'stcltl

l)alabases passr.vorcl h istor)
conligurati()ns had been set

to 5 passwot'cls against
prrlicy rccottrrrrendation of
no re-usc ol'old passwords.

Continuous monitoring ot
supemser activities and

('hangc nranagement is Done
n()\\ iln integral part of
thc approvccl ICT policy

l-og tracking is now a

slandard procedure in
systenrs and databases

Change management is
now an integral part of
the approved ICT
policy. All changes

undergo risk assessment

I)ctails ol'change
approvcrs is part of the

rcvised change
nlirnagcnrent process

I lser acccptance testing
is part o l' the revised
change nlanagement
process

'l'his is part of the
rcvised change
rnanagcment process

Complex Password
cort liguration is t-tttw
rlt',cunrcntccl and

cn fbrcccl

1'his cont'iguration was

set to 24 passwords,
u'hich is the industry
standard.

2

3

1

6

7

tt

9 Continuousmonitoring Done

Done



10.

Observation by the auditor
administrator accounts on
the applications, database

and operating level were
also lacking.

Management has

subsequently amended the

ICT Policy and reconfigured
password parameters,

existence of the above
identified and

other weaknesses may
lead to undetected

unauthorized access

and activities, abuse of
privileged access which can

negatively impact on

business operations,
financial loss and
reputational damage.

Currcnt status
ol supcruscr act iv it i'js
and administrator
accottt-tts otl the

applications. datatrtsc
and opcrating lcvcl is

now part o l' thc startdarcl

operati ng ltroceclttrcs

A reviscd and applovcd
lC't I')olic)'is non itr
cll'ect that acldre sscs

these ancl abtlvc issues.

Itcnrarlis

[)onc

rrttl

The management acknowledges the finding and undertook rcvierv ol ICT policy as alltrtlctl lbove

to address control deficiencies that were identified. Subsequently a sccond rcvierv o1'I('l policy

commenced in FY202312024 as part of continuous improverttettt altcl to kccp al)r'-rr:;t with

developments in the ICT. The review was flnalised and purposccl lo elirninatc all tltc t':r|s and

deficiencies identified as above.

Observations by the Committee
The Committee observed that the lbllowing;

i) The Auditor General had not vcriflecl thc I('T poliel.

undertake verification aud re pot't back to lhe ctiitttllittce

ii) The matter remained unresolvcd.

FINANCIAL YEAR 2O2OI2O2I

l'ctlu€str'tl lirl toe

1. Budgetary Control and Performance

The statement oflomparison of budget and actual amounts rcllccts linal rcccipts btt.l'''l ':r I

actual on comparable basis of Kshs.6,607,541,700 and Kshs.-1,3 I I 'tl 13.5-l I rcsp,' ')'

resulting to an under-funding of Kshs.2,295,728,159 or 35Yo ttl'thc budget. Sinrillrl',- r,,c

Fund spint Kshs.4,537,32l,213against an approved Budget of Kshs. 6.607.541,100 rcstrlting



Subr
Thc
Thc
funcl

bein.
capa

disbr

rl.cntliturc , 1 l.,shs.l.()7().22().167. I hc underlunding and underperformance
':rnncrl lrctilirics ancl rnirr havc irnpactcd ncgatively on service delivery to the

ions by thc Accounting Officcr
'' :, ()l'llccl sul-rniltcd the lilllowing;

' r,rcr.rt acknouledgc the finding noting that there was delay in remitting budgeted
, "lr the Devcloprncnt Partncrs and Govcrnnlent of Kenya. Continuous follow up is
'lcn to cnsurc timely receipt ol llnds. WaterFund has instituted measures in

',ir(ling and supl.rolt to projects aimed at elficient and timely accountability of funds
I rr lrich improvc pm.ject expenditure and absorption of funds.

TA' ' llrrrl ct anrl rrrnount rcccivcd for FY 20211-2021

No - sou rcc
I] r rrlgc tcd
alllr)llrl(

,,\ nlolt nl rccc ivetl

| (KShs)
i. !Urlcrlt il n(l

i)irrllenl
i().1.300.00r) 6.1i.5.55.000

2

4

ref lliC()lll0S
,i pn or rt)

ol'

4lt.-500,00t)

798.8 t3.000

tlO 1,78(r.000

390,8 t0,000

L .lll [ ]nion
5

(,()Vefllll)elll

I)cnmalk
ol'

r39.-560 000
'",,rrk_,
L,r'rt,l'inland

278,8 r9.583

r00.000.000
(..6{r:.5.1 | .70()

l. I)clay in I)ro.jt'ct lmplenrcntation
Watcr' . rct,rr Tnrst lrunrl cntcred into a linancing support and implementation agreement with
Athi \\'ater \\/orks Do,ck)pnlcnt Agency (AWWDA) for Gatundu priority project on 28 April,
2020. AWWDA contracterl a drilling cornpany for LOT 3 and 4 of works relating to ground

water c\l)loitation proiccl. drilling and equipping of Gatundu boreholes for Kshs.54,632,385 and

Kshs.(rl 21tt.383 respcctivcly. The drilling conlpany was paid an initial sum of Kshs 7,388 808,

howcr t,r' tlrc company did not completc the works. Following abandonment of the construction
worksinNiarch.202 luithoutpriorconsultationorapproval bytheProjectManager,theAgency
held nrcctings with thc c()r)tract()r lirr lcsr.unption ol'works without success and subsequently, the

Agencf issued a notilicirtion t() tcrnrinate thc contract on 30 November, 2021. In the

7

8

9

i lrrrrd

6

l0

Actual expentliture Variance

( KShs) (KShs)

43 8,950,500 155,349,500

6(r.lli 1.136 5,000,000

(4te,s02,164)468,002,164

152.372.250 t 55,763,4t4 643,049,586

316,271,248 34t,271,248 460,514,'752

(34s,186,373)735,996,373 735,996,373

73,033,846 66,526,15473,033,846
I,683,288,5952.045,484. t05 2,045,484,105

(278,8 re,583)278,8 19,583

100.000.000
2,070,220,467J,3 il ,n t3,5J r .t,537,321,233

to l,

affc
pul.l

1xlt.)

: 00().(x)r)

rl
't\
r\ 1Gl.'

J

3 728.7'72.'700

, ..rl

Obscr'. ti,'rrs b1, thc ('ou'nittce
The ( ,. ,r:riiltcc obscrvcri tlrat lhe nlattcr rcnlained unresolved.



circumstances, the abandoned project atfected the plannecl ob.icctives ol'the Fund atttl ltr:tv llave

impacted negatively on service delivery to the public.

Submissions by the Accounting Officer
The Accounting Officer submitted the following;
The project was jointly funded by water Fund and Athi watcr works Dcvelopnrgrt

(AWWDA). Water Fund was to contribute Kshs. 250M and A\^/Wl)A rvas to cotrtribr

+ZSU to support the programme activities. Under thc contlact n \\ \\'l).'\ tils to bc irrr .'

and accounting agency. WSTF has since rcceivcd accottltti:tg tloctttt'tcItts lilr the tli:;i

made under this project. AWWDA shoulcl proviclc the cttrrcnt strtr.rs and lirr Waterlrtrr

funds (Kshs. 250,000,000) transf'errecl to AW'W'Dr\ uas fi:lly acct'ittttcd'

. 
\, r,CflCy

r r I( shs.
..,1ing

..-tnent

. rrll the

, ith
tin

, )ute

the

!rout

t.

. ,\thi

Observations by the Committee
The Committee observed that the fbllowing;

i) Management entcred into a llnancirlg sl.ll)l)()rt iln(l i,,llr.rlll.illl.iui\rll ilgi

Athi Water Works Development Agency (AWWI)A,) lirr GittuticiLr prioril.,

which Water Fund was to contribute Kshs.250M and r\\\'WD'\ was to

Kshs.425M.
ii) The drilling company was paid an initial sum of Kshs 7.381i 808. ltorr':r'cr

company did not complete the works.

iii) The Agency held meetings with the contractor lbr rcsurnptiott of u otl:"

success and subsequently, the Agency issucd a notilicatiort to tet'n,itrate tr .

iv) The matter remained unresolved.

The Committee directe<i that a joint rneeting bc trcld rvith br,tlr Watcr Funtl :r

WaterWorks DevelopmentAgency to shccl nrorc light on.thc Irtrrtlcr.

3. Information, Communication and'l'echnokrgl ( l( "i, " 
;ovcl-rr :rrlce-

(a) ICT Policy Deficiencies
Review of the current IT Policy in placc revcalcd thur tlte 1 111111 lirrus ltul lrave clji, :red

controls, processes and procedures with regarcls to rtctrvo|k tlllri,risLr'atiot.t. t,acku1.r i;,, rcnt

and user creation in the application systcrns. Inadccluate uscl'itcu..is creaii()n gtr:.lr: .iiay

result to inconsistent processes of user access crcatitll ilcross tltc variotts systcnls r" . ,.:r the

organization. Lack of policy guidelines on network adntinistration and backtrp mallagcrrr.ttt Inay

lead to inadequate backup and network procedures bcing iniplcrttcrtlctl irl tl..' IT svst'."r ';. i r the

circumstances, the adequacy of ICT backup and controls irt thc ttcitttrtk 1lt'oe itlures i:r: ted

in the IT systems, could not be confirmed. Thc multagetltctil rtcli;torrlcdgcs the rnd

undertook ieview of ICT policy to addrcss c()ntl()l tlcllc.cr:iius tlt.,t wci. :d.

Subsequently a second review of ICT policl'cottrnlcncr(l irl l \'1.)l.r 102'1 ... part ' : ,rr'ls

imp.ovemeni and to keep abrcast with de i,cio1.lnrcttts irt ilrc IC I . , i,e re vii* wa:; i.rr rtnd

purposed to eliminate all thc gaps ancl clcllcicncics itlcnliliicl r,:j rri .r. -.

(b) Password Deficiencies in thc,\rcn l{cgiste r' \1;1"'':'ri'rr'
The Aren Register application does trot ltare rt llasstr'.rt,l ct.rrlll....,i,.,rr il, ,,lace I

allow the administrators ol' the syste lll to ltltlllctlicrtt |)il.:S\i r,..i pl,iic-r .rs pe

standards or the organization's ll' policl'' lrailLlrc to itltIlctltcll[ lt i)ii5 ' ';old 1 'rlicy i
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ir rrnltrtlrorizt:tl acccssotr) the system there lbre exposing the Fund to possible
. lii rrlutitrn ol'its (lata. In the cilcumstanccs the controls in place to prevent
'cil acccss to lhc svstcrn coilld not be confim-red.

. r'1 rllr' .\CCltrntirr,r Offir:Cr'
' , / \l'li(.Ci : it, ,.,i.1,:(l lltc li.llt,ivirrg

''r, :rcklrorr l.'rllcs rl.c rl,.'ilcicncies ir thc Aren system's password security
' ,.. \'!rr:11t,.",. l.r cnu,l( c I the Arcn systenl vendor for refinement of the

;tro.irrlc t() catct' iil' l.assrvoltl contplcxitl requirements.

'rr.' Irl llrc Corrr nr il lcc
rr .e ()bscfvc(l thrrL tltc lollowing;
ll,. .,\trrlitor' (icnclal had not verificd thc IC-f policy and requested for time to
rrri.ieltakc vcrillcatitln and lcport back to the committee
,,re nritttcl' rcrlrainc(l unrcsolved.

/.) u r,stion crl l)ro.icct Expcnses
':rt r,1- flnancial pcllbrmance reflects project expenses of Kshs.4,098,370,763 as

r ) ,'tc I1 1o tlrc llnancial statements. Included in the project expenses is an
i..slrs.18.087. l()l irr rcspect o1'clucstioned costs which had procurement queries
' lrte rrrrrlit ol' Irr.iccl i;n1:lcnrcnting organizations. Although Management has
,l rlrc i:,suc i., l.ci 11.1 tlt:all ''r'ith lcgally and administratively, these costs reflect

''r, ir, lrllri1,t,":,r'nl rrl' li:rrrl:. r!islrur scrl lrnrl sncnl by various water and sanitation
'll:cc:' Irt(':,. '' i:' 

" 
trir,tts cottt)lies.

'')sl lrc('s. llrr , l'li:ctivc,rcss ol'corltrols in the lnanagement of funding to water
' I ::,rt I.,.r co,tll.,n,.,l.

''. r'r' the .{ccounting Officer
rrr:rins Olllcer strbntittcd the lbllowing

r! rrcl.:r)()\\,le(lgcs thilt in course of linancing projects, an amount Kshs.18,087,102
r: l,rte to approxinratcly 0.4% of total expenditure was questioned. The management' ,rr,: tlillbrcrrt irnplernenting partners with the lindings and is in the process of

,lir:rl tlie srrpportirrit (lr)culne ntation for review. Any unsupported expenditure will be
.I liont cach instittrtion with punitive rneasures instituted in cases where
, plilt ion is notcil.

tteslionc l'nt cct Ex tltses ot' [-l' 2020-2r)21

l'ro I nrplcnr clt ling I'a rl n cr ,,\motrnt
(llt)

(;(;El, l,tlt'ttgtrtt \\/ltt l,'\ l()1.0().5
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iVIwatatc I lorrschold
Sanitation i'r'o.iccl-
'l avcr rr \tr1( I'

I.jirra I I,,rrs, holr,l

Sanitlti,,rr ''r'oje ct i;r
Ijara- Clrissa WSi)

Kathrrl:rr Milimani
Kvuso 'l os'n Watcr
l)rojcct- Kiambere

Inrplt'nrcrr'irrg I'a rl ncr Art'totrrtt
r_!)_

\lattcltr'rllitr
I Iousclroltl Sanitatitln
l)roiect- Rcrrct WSl)

Yatta Iltruscholrl
Sanitatit.n I'rojcct-
Yatta ['SI'

c)5.000

I'C I

2.t61.025

Sulllcient
l.
,sul)portlng

i262.600
rovided

395.230 Irollow up
ongoing

20- .

C)b;

Thc . ,,r

20:]' I rl)c

I ir4 rvin iw

thlt folkrrvinq thc rclcasc ol IPs had heen accounted for through provision of
, rlocunrgrts. r'cll',',ls rrrrl rcr'!r'.rrc.rl auclits ol'thc projects funded. For the amount which
l'.':r lgsr,lvcri. r'r','^tiatiotr. crc ongoing with the irnplementing partners and

I l'urll, ,s. l:trlir','r' ,lcrlurttj icttc:'s havc becn made to IPs.

, rrs by the Conlrtil'cc
rittcc obscrvcri tl ;rl 1lri: n.rr[lcl t'cntairtccl uItrcsoh,'cd

.i. Long Outstanrling llcccivahlcs fronr Non-Exchange Transactions
Thc :rrcrrt o[' f rnanciai positiou rcllccts receivables liom non-exchange transactions of
Ksl, ",'. 

t5-+.f100 as cliscloserl in Notc l6 to the financial statements. However, this

balr, ,. lu,lcs iur lnr()unt ol'Kshs.29,765,280 in respect to project receivables which have

been oulstunding lirr rnorc tlran threc hundred and sixty- five (365) days. However, the

Funtls'policy is to rlake lirll provision tbr outstanding debts more than three hundred and

sixty- livc (-i65) da1,s old. and although Management gave evidence of measures made as a

follo$,rrlt to recover thc dcbts liorrr the water companies,' adequate controls and safeguards

to sii'r ', I agrccrnents t() rcpav tht: debts we re not provided. In the circumstances, the

reco\(-i rrilitr ol'thc rcccirublt's lirrrrt :rort-exchangc ttatrsactions balance of Kshs.29,765,280

coul(i ri(,t bc conlirrrrcd.

RemarksStatus as at
August 202.1
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supporting
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Recommended
for closure
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supporting
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following up to
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continue with the
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Follow up
ongoing
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fbr closure

Demand letters
issued and follow
up is ongoing

5,263,291

202t Lit,c

2021 Ul,c

clocuments

J)

He rt,ri

supl),'r '

had

Der



Submissions by the Accounting Officer
The Accounting Officer submitted the following
The managemJnt acknowledge the finding that some pro.jccts t'eccir rrirlcs alilrtoxirrtrtte lr' l.:1')/o of
total receivables are long outstanding. 'fhe managentcllI a.isisteLl Il' tltc iJorrltl lrrrs ir,,lilted

recovery strategies from the affected WSPs with sul)l)ort lrtrrtr Icsllcctivc ('ottttt)' (;()\ ': :. i:i.nts.

It,s also .*p..Gd that there will be change of strategy lrcrtlirrirtg to tlisbttt'scrtrcnts t,' , .iccts

and specifiC strategies to WSPs in the list of provisiorrs/clLtcstiottctl c()sts. 'l l)c Llolrtl o! i i :stces

and management have engaged governors of thc C'otrntics ol'(iltrissa. 'l'iritl 'l rrrctlt. ll rr,,i'tlru,

Vihiga, Nakuru, Kakamega and Kaiiaclo u'ith the aitrt ol rcsol.ittg tlrc ltrtrs oLr: ::rtling

recei-vables. In these engagements, u'c llarve had tl,c Jrrr.lrriis .'l i rrilrr . ',r . r. l' ilnd

GarisSa committing to retund the amounts irt qucstiotr lx th. rt,.. ,,1 Llte li,rr'r,. . ,' 24'

Water Fund has further, engaged the sen'ices of Qurrlity .\ss!,r'r.,,-- iioriitt,, ; , \ rtre

assigned specific counties with WS-l'lr llro.iects.'l hc QAI\is l,it\- t)c.n tlsli..l ', lr ': llat

the Implementing partners in their areas of jurisdictiort pt'or i.le :ii-ttiiil:rctol -\ re I r I ; rly
manner. WSTF has also introduced a platform on tvhiclt rill lcports ',11., r,1,,'j ll.lt

documents are uploaded at the end of every month. Thc progrrrnt tclrllls lc\,-'ll ti ted

documents and reports based on the quality and timeliness. .

The table below shows the current status of long outstilllding lccuii;.rl,ics.

Table VIII- Lons o utsto n d i n g re c e ivt h I e s

Receiva b le

Mchelelo Primary School

Baba Dogo Water Extcnstolt

Mathare Sustainabi litv Water'

Pro ect

Machakos Household Sanitation
ro ect

Ileccir':rblc
( KS irs)

\ccottt r tetl
rl(Shs)

:ll.

I

26.525 t

5.r2r I

lo..i 2-i

(r.112.915
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r,')l{. r77
698.(71

-1-- I ?')o.o:7
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I

2

Kone CommunityJ

4 Manda Maweni Watsan Project

Nairobi WRUA5

6 Kochodin WRUA

Mrima Sanitation Pro.iect7

8 Mwangani Sanitation Project

9
Ongata Rongai Sanitation (Safisan

Pilot) Project

l0

l1

t2

Nolturesh Nzaui Houschold
Sanitation projectl3 5,467.47e

1,075 (,0 j l (t7i ,,o.j

6

I-l

8l
;

3.4912e8

I I tt.i4(r

(,,

rl

Kimangao Water and Sanitation
Proiect
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. lludgetarv Conlrol nnd Pcrformancc
':1 ol'corrparisorr ol'[111dgc1 and actual anrounts reflects final receipts budget and
,)mpirrlhlc blsis,rl'l(shs.(r.627,309,000 and Kshs.5,193,614,542 respectively

rrrr trrrde r'-lrrn111,1!,rl Kshs.I,433,694,458 or 22Yoof the budget. Similarly, the Fund
.: 1ti2.29-i.S02 rrgrrirrst an irpproved burlgct ol'Kshs.6,627,309,000 resulting to an
ir.iiturc t'i' Kshs. I .: l-i.0 I l. r 9lJ. 'l'he undcr-lirnding and under-performance affected
I rrctiviti''s trl'111, 1;,,,,r.1 ir:rtl :l1av have inrnactccl negatively on service delivery to the

: by thc Ac(',y1'r'ii','' Ollic,'r
'i:rq OI'llr:cl srrl r i'tLrl llrt' i,rllorting
i acknos'lctl,-:cr rirl' lilrrlir'r' r,()ting that thcrc rvas delay in remitting budgeted funds
I)cvcloprrrcnt l)rlirr,lrs antl (lovcrnnrcnt ol' Kenya. Continuous follow up is being

1() ensurc tinrclr r.,,:crPt ol'iiurds. \\/atel[und has instituted measures in capacity
lsupport to pru-'icc's airncC at efficient ancl timely accountability of funds disbursed

ro cct cx c rrclit rrrc ancl abso 1iou o I' lirnils
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268.000.000
9

Sweden/Finland -
J6P

100.000.000
l0 Saudi Fund for

Development

5,193,61{,5,t26,627,309,000Total

8 World Bank 4.026. il(,.S,tti I -ll9.lll7.s6l ll3,796,080,000 4.025.467.861

tis. re.r.J t9 |

23() (

100 I ,rr0

9,805.581 9,1i0 5 ,.is I I

-t
5,382,29S,8()l t .t _\-1.69J.-l5ll

Observations by the Committee
The Committee observed that the matter remained unrcsolvetl

2. Failure to Remit Withholding Tax on Intcrcst ltteottrc

The statement of financial position reflects tlade atrcl otltcr' 1xt.r rrbic. ,,,' 1i.1,t. l-i0.i
disclosed under Note 22 to-tl'te flnancial statcrnenls rt,hiclr irtil:i.i'rs .,r itIrII.,I.IiIlI trrs 1'

Kshs.6,970,665. However, the balance inclr"rtlcs Kslrs.9l5.5li I r'cirrtirrr: to r'ithlroltlirr''
interesi income earned fiour project accounts that \!as tr<,t tctttittc,.l lo I'. l(A. lrailr::

withholding taxes on interest incorne deductctl b1, thc pa1 ei r,t l5'l ,, lr)d re r)rit to KI(,'\ .

the followi-ng months contravenes the Inconrc'l-ax Act rttt.l coLtltl rcs,rll irl l,cnlltics li'

being levied by KttA' In the circumstances' N'lanage Irleltt rrlts trt lrr'crre lt 'rl'tirc lltrv'

Submissions by the Accounting Officer
The Accounting Officer submitted the tbllouing
The management acknowledges the finding. The nranagcttlcnt hls sittcc 1;rricl to

withholding taxes pertaining to interest's income earncd b1, pro.icct l'rrttrk ltcc,ruttts.

Observations by the Committee
The Committee observed that the fbllowing;

i) Management has since paid to KRA thc,uvithhr:ltlinl,tlxcs pctlrtittirtrt ttr

income earned by project bank accotttlts.

ii) The matter is resolved.

3. Abandoned Project
As previously reported, the f-und cntercd inlo l f initncitlLl :iiri)lrr rIt rrrl.l r rll i) ie Irlcl)tilli()rl

with Rt|i WiteiWorks Devclopment Agcncr (AV\,\, \\'l) \ r l,,r' ( i:rlLrrr.ltnllqr"'1 '1;

April,2020. The Agency cotltractcd a clrilling colltl)rur\/ lir, l.(,r I I lrrtl J rrl ",, ;,.j
ground water exploitation project, driliirrg itntl cclttilrlrirtl .r; (irrii,rtdtt lri:
kshs.54,632,385 a;rd Kshs.6l;238,383 respectively.'l'hc drilling cor))l)url u'ls prr,,,

Sum of Kshs.7,388,808. However, the colttpany did not cotrtplctc tltc uprks.
abandonment of the construction works in March, 202 I withotrt plior uotrsttllatiott or rt,

the Project Manager, the Agcncy held meetings with the c()nlrirct()r'lirt'tcstttrtl'liotr
withouisuccess and subsequently, the Agency issucd a uotiltcatit,rr lo Letrrt,rtr,i

30 November,2O2l.ln the circumstances. tlte abanclortctl 1rrr,.!t.:t rl'1.;te.l li,.' , :

oftheFundandmayhaveirnpactednegativelyonscnicedclircrr ti,tltcptrl,iii.

Submissions by the Accounting Officer
The Accounting Officer submitted the lbllora'ing:
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:r,irrtlv lilrrl,'rr l.r \\'atcl lruncl and r\thi Water Works Development Agency
, !rnr,l ,',,.: ', ,,\ntrbrrle Kshs.250M and AWWDA was to contribute Kshs.

'I :rl'(rlri,''rri ir, i' i'ics. Unclcr the contract AWWDn was to be implementing
',,r. \\"- r'" h;,, s,,rcc reccivccl accounting docunrcnts for the disbursement

' , i'cl. ,/\'\ \' :).', sl rrrkr providc thc current status and for WaterFund all the
).r'rr/).(]0() ' r',,'.51i.11'g, I to.\WWD.\ uas lully accounted as per the General

or,
Th,.

t)

.),,,,

)

)

' tlrr'(lomnrilrcc
'.:,'t'vcd tlrrrl l lrc lirllor'"'ing:

|'r' , ',n('rlt cnlcrr'tl into il financing support and implementation agreement with
,"iri \\.'rrcr Works l)cvcloprnent Agency (AWWDA) for Gatundu priority project in
' ',i 'r \\"atcr Irtrncl rvas to contribute Kshs. 250M and AWWDA was to contribute

Il:\,1.
:illirrg er,rr1',,'r', rrrr pairl an irtiliirl sun.r of Kshs 7,388 808, however the

., ir rrr ,litl trot cr.r'r1.rlr'tc tl',c rvrlrks.
:11,' ',1',.'11g. he l,l lccrini'; r"ith thc c,.)ntractor for resurnption of works without

., i(\ :,, rr I :;ril' ,',.i : li:-r. I :r',.\gcllc)' issucd a notiflcation to terminate the contract.
I I i :'lrtr, t' t'cltI,itl,' I It|;c:,'ltcrl.

,rircctcrl (h:rl l.iorrrt rnceting lrc hcld rvith both Water Fund and Athi
, \'('loprnclrt ;\ 11r'lrct f o shctl morc light on the mattcr.

l. ..\ rrorrurlics irr l'r'r,.iccts lnrplementation

'.' rrnt ol llrrancial pcrlirrrnance Includes project expenses of Kshs.4,887,013,318 as

)lotc l2 to thc linancial statements out of which Kshs.46,621,785 relates to costs
,iri.,,,!s in the procrrrcnltn(. paylnent ol VAT from donor funds and non-compliance

rr'r)t partrlcrs qtritle lincs anlong olher I'actors. The costs relate to project costs
;r llr,-' lrilriL'c1 cxllcrrclitrrrc irrcurrcrl bv inrplerrrcnting partners as detailed below:

Co.tl.t Kshs.

30,104,506

1,040,899

4,362,791

1,918,766

5, 100,000
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Subrr' ,rrr ll.r' thc ;\ccounting Officer
The,\, rrr,trrrg ()l'liccr sttl'rniltctl lic lirll<'u'ing

Thc trr,.,c [,clou sltorvs the (]'.il'l (ll'll stilttls.

3,650,714
46,621 ,785
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Table IX- Anomolies in Proiecls Implementotion fttr f'Y 2021-)|t22
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'il,llA

Olkc.ju:r.lo \\:ater and

li;rn illrlio:r ( ',,tr.rn;rrri'

K irunrlir'h \\':1111 x pr-1

Sanitation ( 'onr DanY

Nakuru Watcr itntl
Scrvice Sattilrtlion
Conr pa rt v

Nlalindi Wltcr lrr(l

t7 .2.r0

I)I-.
I I'l{i\ 16.599

241.500('t.s(;

CLS(;

Amourrt
Status as at
August 2024

Remarks

provided

51.000
Follow up
ongoing

Demand letters
submitted to IP

Recommended
for closure

Sufllcicnt
supporting
documenls
providcd
Suljicicnt
supporting
clocunrcnts
proviclcd

Recommended
for closure

50.000
Follow up
ongoing

Demand letters
submitted to IP

Recommended
for closure

483,206

Sufficient
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documents
provided
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clocuments
providcd
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for closure
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for closure

Recommended
for closure

4,308,942

S uf tlcient
supporting
documents
provided

Demand letter
submitted to IP

Follow up
ongoing

Demand letter
submitted to IP

I"ollolv up
ongoing
S uf fl cient
supporting
documents
provided

Recommended
for closure

Sulllcient
supporting2022

Sarritatirrrt ('ortt al)
4,555,r49

,,t-L

256.500

Recommended
for closure



Implementing
PartnerProgFY

Garissa Water ancl

Sewerage Company
Limited

CLSG2022

Garissa Water and
Sewerage Company
Limited

CLSG2022

Tavevo Water and
Sanitation ContpanyCLSG2022

CLSG
Nairobi City Water anc!

Seu'erage Cornpany

Nairobi City Water ancl

Sewerage CompanyCLSG2022

CLSG
Aniatsi Water Services
Cornpany2022

r\nratsi Water Sen'ices
Conrpany2022 CLSG

CLSG2022

CLSG2022

I

10.3411.701

I .120.700

1.000.(r00
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, r\ r,,)\'cilrnrcnts in ilrr eflbrt to have the findings addressed.

'r.c':; rvho l,avc been responding to the WSTF's requests
, :rlr I rrrrs lirrthcr cr)gagcd the scrvices of Quality Assurance

'r"'s1.c,ilrc colntics u'ith WSTF projects. The QAMs have
'l' rii rrrirlit tlrrcrics in thc pro.iects that they are monitoring are

i6, lr lt,'( 11'rr"rilt,.1'

nii jc (,r)s-r',,.,, llt rt tlrr' li'llorvirtg:
l ',Lr,lir,,r' -(i n. r';rl l:otcd rvith conccln on one agency Amatsi Water services
( ; . n\' lli,nl "il i:l r,. lro had the highest anomaly amounting to Kshs L2,6M,762

a d i rrl rrot yet ci'atn,.l

l ,'e ,rrcrrr irrrlicrr',.1 tlrirl ilre,.'were currcntly in talks with Governor and agency to
1r-'lIitllC''

:t'tcnr.r:n tttttlsttlvctl

t,
In ,,,r,rlilr r' ',i :":rt l st: lrrs rrprlate on titc cngagement with agency and Governor
C irr,......,,'1,

. 'rr ,,, 1r,,1i.r1,. , ,,,,rnrt.r,rr.ir{ion and ['cchnology (lCT) Governance

'licr' l\,'l'i, i"tr, ils
;l., rcportcrl. r'c''icrv ol' tnc I'l l)olicy iir place revealed that the Fund does not have
. ' I ,'1111[11r15. 11r'()('('ss!':- ;rnd procedutes with regards to network administration,
'',,,'! ,,.,r1 :urrl us," r'rurtion in the application systems. Inadequate user access
' i ''s irlrv rcsrrlt 1tr irrcorrsistcr.tt processes ofuser access creation across the various

, rlrc orqurrlzatioir. i.ack ol' policl guidelines on network administration and
, si rr'.r rrrirr ie,rtl t,r inrrclccFrate backup and network procedures being implemented

..'.rl: .l:: llrr e ir, rnrr. turr cs. tltc adequlcl'of ICT backup and controls in the network
, i,;,plurrr.r,l,.,i i:: 'r ' i i :; st"'nrs. could tlol lrc conflrmed.

',rns b)'tlrc..\ct:otrrrting ( ) { ficcr
,l: t, r)l'll,','r,..'r....i,. .,i tl:c I6llgu,ing

'..'r:l 1r,1f.1.,r,1..r'',1!', s 'l rlrrling alld rnr(lertook review of ICT policy to address

rle ti i,'r: i, ll.rri " r': i,'."rtillccl. Subseclucntly a second review of ICT policy
.r(.t ir) Ir\'1()l:'l')-l I 's :',,:! ,,t' contirtt'oLts itnproventent and to keep abreast with
ircnis in lhc l('!.. r!,r' r'r'.'i' ,' ,rrt:; llnaliscd artd purposed to eliminate all the gaps and

ics iclentillctl irs atr()\'c.

(
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Olrscrlu t ions ltv tltc Coltrlttillce
fhc ( ,,:rr;rrittcc otrscrvctl thllt thc lirllorving:

i) 'l [c.,\urlitor Gcncrll h;rcl not verified the ICT policy and requested for time to
rurrtlcrtakc vcrillcatiort and report back to the committee

ir) 'l lie nratter rctltilitlc(l rlllrcsolved.
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(c) Passrvord Deficiencies in thc Aren llegistcr Aliplic:rtiorr

As previously reported, the Aren Register application clocs n,,t l,rtvc rt passrvorcl conlil'r
pi"J. tn"t woulci allow the adminisirators oi the qstcnr to itrrlrlcnrint passu'ord poli.

Ira"rt.y itandards or the organization's I'l'policy. lri,iltrle t(, irr,i)lcrriJnt.rl prtssrxrrcl.|.'

uilo* uttuak"rs to gain unaut-horizc<J accerr io the sr sl;ttt the .,'I, ,. e .\i).)sill'-1 llrc Iitrrltl t

iotr oa manipulaion of its data. ln tlrc cilcunrsilrlccs. tir.. -o,Lllols irl Plltcc t

unauthorized access rt.l the systeln cottld nt't bc collllirrlc(l'

ltn
l)er
Ily

'rtt

J lce
It'S

rly
,c

rC

lls

Submissions by the Accounting Oflicer
The Accounting Officer submitted thc lirllorving
The management ackrlowledges the delicicrlcies ir: tlit' \' ''
implementation. Mlnagement engaged lhc Arerr ;\'stcrrr \ '
password module to cater for passrvord cornlllcxitl lc(ltlircllle rltr:

ti\i \ l..t )l ' \ pitSS\\,Of(l :

rlOL l.lt lelrll('lllt'llI
'l'he tnuttcr is ttorv rt

Observations by thc Committee
The Committee observcd that the lirllorvirrg;

i) The Auclitor General lrad not ',,critied tlre lC I pt,li.'r' rttttl rc(ltrcslc(l lirr tirrrc ttl

undertake vcrificatioll atld report l-rack to tlic errttii 'l i

ii) The matt;r' r cmained trrrrcst)lvt' (1.

6. Long Outstanding l{eccivrrbles
The statement of filutncial positiorr rJllcrts t'cccivitl'lcs li'ott' t'r"r-cxe llltrr{e tritttsltctirrtr

of Kshs.596,033,165 ls disclosed ttndcr Notc l(r t , rlrc .li':, . rrl siiriir) . tr1s \\'lri''rl

Kshs.26,172,547 (28.0()l,l7l 2020-21) tlrat llils b.. ,\)rri'] .' .rtrLir:r \\ rir, Irr()\ '.'rrrr'
Kshs.l during the 1'clr under review lirtlillcr. ildc' .t rtt'e('r" \ ' Lci iri'') ': ' \iri 'r:

signed agreelnenti ro repay the rlcbrs rrerc llot.1)rt,ri,.letl .:.,i .,.,.ii,. ,;, tr,- .. , r.,,.

adlequate control mcasures and recovcrabilitl'ol'thc reccivlri,ie: llt)lri ll(tii-r-\ ',r.tlllc tr

balance of Kshs.26, 172,547 could not bc contrnned.

Submissions by thc Accounting Ofliccr
The Accounting Ofliccr submitted the lbllor,"ing
The management as:iistcd by thc Iloa;cl ltrrs ittitialetl ''L()\cl " "c '- ' 'lt' ' ll ' :rr:"
with SUpport from le spcctive Coultt)' (iot u'rtlnlenls. ll's rtlst, J' . e t jli l,r:ri i \'

of strategy pertainirrg ro disbursr'-rrte n ts tt, pro.iects r,r.J s1lcc" '' "rrl:g:' ' 
l'

provisions/questioncd costs. Thc Iloard rrl'Tt'ustees :rtd ntaltlttrcttiillt llllvc crrgaged gt'

ihe Counties of Garissa, Taita 'l'aveta, Srrnlbttru, Vilriga. \.,1.1.,1t- Krtlir.rttcge and Krr

the aim of resolving tl,c long rrutsrar,Jirrg rcccivatrlcs. ln tite 'ri' 'ttltltee tttcttts. u'e itrt'

counties of Taita l'..,,c1a, Kajiado lntl Ur..i;;:;i.l J()llrrl,ltillg t' i ..,:.1 ir: rrr, ttris i t ..,

the end of the finar;-irrl year 202.\ )';. \\..tcr i t;rl.. .' !'r " ' .' 'l '

Assurance Monitor, 1,lAMs,t. t\llt, .,.e .:.i:rt.J : "l'
QAMs have been ,rr,,lied witli cns.tlii, ilrrtt tri- :,,,'i'r: " -! ,) "r''
juriSdictiOn provide slrtisfactol') r'ep\)tt:; ilt rt titt:,. l tt,:.ti,rr-: ,\' ii i lr:, .:lso i:,

itutfoa- on which ull reports and othet'r'elevant rir)itttllerr.. ...'' ttirlt'l,,l. l :rt ilrc t:

month. The prograrri teams revictr thc lcportccl due Ltrttertts irit(i i!i)r.)r l:i lrlr,;i.i oi, lil'
timeliness.
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