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- Central Bank of Kenya

- Controller of Budget

- Cor:ncil of Governors

- Director of Public Prosecution

- Ethics and Anti-Comrption Commission

- Generally Accepted Accounting Principtes

- Integrated Financial Management Information System

- Kenya Revenue Authority
- Intergovernmental Relation Technical Committee

- National Health Insurance Fund

- Non-Revenue Water
- National Social Security Fund

- Office of the Auditor-General
- Public Audit Act
- Public Finance Management

- Public Sector Accounting Standards Board

- Regional Water Works Development Agency

- Standing Orders

- The National Treasury

- Water Services Regulatory Board

- Water Resources Authority
- Water Service Provider
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DEFINTTION OF TERMS

l.Unqualifiedopinion:Thisreferstoacleanopinionwhichisthemostdesirablein
whichtheauditorstatesthattheirnancialcondition,position;andoperationsofan
organization are fairly presented in the financial statemenls 'in accordance with

Generally Accepted Accounting Principles (GAAP)'

2.Qualifiedopinion:Thisisanopinionexpressedbytheauditorifthefinancial
statements appear to contain a small deviation from Generally Accepted Accounting

Principles(GAAP)butareotherwisefairly-presented:It.isalso.renderedifthe
management of the organization limits the scope of audit'procedures'

3. Adverse opinion: Tlis refers to an opinion issued when there are materiali

exceptionstoGenerallyAcceptedAccountingPrinciples(GAAP)thataffectthe.
financial statements as a whole and the auditor indicates that the financial statements

are not presented fairlY.

4.Disclaimer:Thisisanopiniongivenbytheauditorwhenthereisasignificant
limitation in the access to audit information and documentation dnd inadequate

cooperation by the organizational management in the audit process"

5.Non-RevenueWater:Non-RevenueWaterrefeistothedifferencebetweenthe
amountofwaterputintothedistributionsystemandtheamourrtofwater
billed/unbilled as authorized consumption. It is usually attributed to by physical'

Iossessuchasleakages,bursts,andoverflowsthroughtheexistingoldahd
dilapidated water suppiy network, and commercial losses due to metering anomalies

and illegal connections.

6.GoingConcern:Thisisanaccountingprincipleusedforacompanythatis
financially stable enough to meet its obligations and continue its business for the

foreseeable future.

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

held responsible for their actions or inactions'
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Committees are a creation of the Constitution through Article 124(l) of
on which empowers each House of Parliament to establish Committees

tanding Orders (SO) for the orderly conduct of its proceedings, including

ings of its Committees. The Select Committee on County Public

and Special Funds is established pursuant to Standing Order No. 194 ofthe

Orders and is mandated to-

uant to Article 96(3) ofthe constitution, to exercise oversight over national

ue allocated to the county governments; and

the reports and accounts of county public investments; and

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

nts; and

ercise oversight over county public investments
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tCOMMITTEE MEMBERSHIP

Hon. Speaker,
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7. Sen. Hamida Kibwana Ali, MP

8. Sen. Maureen Tabitha Mutinda, MP

- Clerk Assistant I
- Clerk Assistant I
- Clerk Assistant III
- Clerk Assistant III
- Fiscal Analyst
- Legal counsel

- Legal counsel

- Research Officer
- Research Officer III
- Research Officer III
- Research Officer III
- Media Relations officer.
- Audio officer
- Procurement officer
- Media Relations Officer
- Serjent-at-arms

5lPage

COMMITTEE SECRETARIAT
l. Mr. Yussuf Shimoy

2. Mr. David Angwenyi

3. Mr. Erick Njogu
4. Mr. Godfrey Nyaga

5. Mr. Kennedy Owuoth

6. Mr. Andrew Nyairo
7. Ms. Lucy Radoli
8. Mr. Sharon Rotino

9. Ms. Linet Aseka

l0.Ms. Raisa Mwithi
l1.Mr. Martin Mulandi

12. Mr. Josphat Ng'enoh
13.Ms. Winfred Ocholla
14. Mr. Patrick Ngenoh

15. Mr. Josphat Ng'enoh

16. Mr. John Pere



S ENT OFTHE COMMITTEE

r,
was first constituted on I 9th Octob er' 2022 pwsuant to Standing Order

Senate S tanding Orders. The County Public Investments and SPecial

ittee (CPISFC) was split from the broad CountY Public Accounts and

Committee (CPAIC) in the l2h Parliament for the PurPose of clearing audit

to consider many audit thematic areas which had not been subjected to

scrutinY since the inception ofdevolution in the year 2013'

r,

n

Public Investments and Special Funds Committee is one of the financial

ttees through which the S"'*tt *d"t the provisions of Article 96(3) of the

conducts ex-post scrutiny on Public Investments and Special Funds in
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EXECUTIVE SUMMARY ,
In the execution of its mandate, rhe committee relied on the reports of the Auditor-General on audited Accounrs of the water companies r". tn. iir"l.; ;;". 2020/2021(l't July, 2020 to 30th June, 2021) as the primary documents ro. ttre investfations. Thecommittee invited thp Govemors as the chiei Executive officers or tnei"r ..ro..iu.countv Governments pusuanto Articre r79@) as;ir;r;;';^;**'. the auditqueries raised in the reports under consideration.
The Committee received both written and oral evidences from the Govemors inresponse to the various audit queries raised by the Auditor-Generar in ,rr" *p"* ,"a.1collsideration on vario.us Catg-s,,The Qg,mmittee considered and concluded its inquiryonto the reports of the..{'uditor;Ggneql on the Financiat operations o, ,n. *u,".companies for the Financial yrcar 2020/2021.
This report documents the observations and recommendations of the committee oneach audit query as raised by the Auditor_General.

Trm PREFACE DET{LS the place of Committees in the Constitution, commineeestablishment and mandate, committee membership and formation, the niche of thecommittee in the senate, the executive summary, k"y observations andrecommendations and acknowledgement.

CHAPTER oNE is a record of the audit queries raised in the report of the Auditor_General for Busia water and Sewerage company Limited for the Financiar year
2020/21and observations and recommendationsof the committee on each audit query.
CHAPTER TWo is a record of the audit queries raised in the report of the Auditor_General for Iten-Tambach water and Sewerage company Limited for the FinancialYear 202012r and observations and recommendations of the committee on each auditquery.

CHAPTER THREE is a record of the audit queries raised in the report of the Auditor_General for Kirinyaga water and Sanitation company Limited for the Financial year
2020/21and observations and recommendations of the committee on each audit query.
.HAPTER FouR is a record of the audit queries raised in the report of the Auditor_General for Malindi water and Sewerage company Limited for the Financiar year
2020/21 and observations and recommendations of th" committee on each audit query.
CHAPTER FIVE is a record of the audit queries raised in the report of the Auditor_General for Mandera water and sewerage company Limited for the Financial year
2020121 and observations and recommendations of the committee on each audit query.
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SIX is a record of the audit queries raised in the report of the Auditor-

Migori Water and S*it^tion'Company Limited for the Financial Year

observations und 
"to*'n"ndations 

of tht Co-*ittee on each audit query'

2

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

Nanyuki Water and S""';;; co'npu"y Limited for the Financial Year

observations u.,O "to"tndations 
of ttre Committee on each audit query'

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

Nithi water ana sunitaiin company Limited for the Financial Year

observations and recommendations of the Committee on each audit query'

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

ombasa Water and Sanitation Company Limited for the Financial Year

observations and recommendations of the Committee on each audit query

8lPage
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GENERAL OBSERVATIONS
I ' Non:Revenue water (NR!v) - The committee observed that majority of water

Companies had very high levels of Non_Revenu. Wut.., Jf above the
recommended sector benchmark of 250/o as prescribed by the water services
Regulatory, Board (wASREB). This was mostly attributed to dilapid4ted

1*urtgcture 
(physical rosses) and inaccurat" .",.. ."uaing *i tiii{;;;

illegal connections (commercial losses). Some compani., ,rlr, u, s*i" w",".
and Sewerage Company Limited and Kirinyaga Water and S*i,"ri"" C"*;;;
Limited had levels of Non-Revenue water as high as 67%o and S*yorespectively
in the Finhncial year 2020/21.

2. Bookkeeping, preparation & Accuracy o[ the Financiar Statements - Thecommittee observed that there were inaccuracies and errors in regards to thepreparation and presentation of financial statements in armost alr watercompanies' Further, the Accountants,and the Managing Directors facedchallenges in submitting supporting documents to the auditors on time contrary
to section 62 of the public Audit Act, Cap.4r2B making the accountability andaudit process difficult. The delays in- preparation of complete financial
statements indicating lack of requisite competencies and experiences in the water
companies.

3' compliance to Reporting Standards and Accuracy of the Financiar
statements - The committee observed that Accountants experienced chaflengesin adapting to the Intemational public Sector Accounting standards (IpSAS)
reporting framework in preparation of financial statements. Additionally, thecommittee observed that the pubric Sector Accounting Standards Board(PSASB) reviews the IpsAS periodically to take into acco;t emerging issues
and conform to best accounting practices. The Committee found that some Water
companies experienced challenges in the application of these standards whilepreparing hnancial statements as evidenced by the audit queries.4' Ethnic rncrusivity - The committe" obs"rred that many water companies werenon-compliant with section 7 (l) and (2) of the Nationar coiesion andIntegration Act, Cap.7N which provides,,,all public ffices shall seek torepresent the diversity of the peopre of Kenya in emproyment of staf and that nopublic institution shail have more than one third of its estabtishment from thesame ethnic community" and Section 65(l) (e) of county Governments Act,cap'265 which provides, "The need to ensure that at r"ast 30% of the vacant

posts at entry level areflled by candidates who are notfrom the dominant ethnic
community in the county". Some companies such as Iten_Tambach water and
sewerage company Limited had alr 4g (roo%)of their staff originating from thedominant ethnic community.

9lPage
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at[rial Uncertainty in Retation to Going Concern - The Committee

s*ved that quite a number of water companies reported negative working

C

S pflort from the County Executive or development partners ralslng concems on

p ta d ng th penod under rc c The re fore he companur eS were unab e to

the r S ort erm nan at h fi c

eii sustainabilitY.

on]-remittance of statutory deductions - The Committee observed that

us wa ter om arues had co n nuo us fa ed to rcm statutory deduc ons

o

efi
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anous Kcnva Re enue thor ty Nat1onal H thAu a

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

tion of the law especially the Retirement Benefits Act, Cap'197' the

ions Acq Cap.l89 and the Income Tax Act, Cap'470 which led to continued

C

mb o wa r com arue S had weakne ses n cxccu no the budgets and d d
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gh rev nu Shortfa ls and Lrnrea
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bud ts

cs Thc onlm ttee observed tha mos
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ot [dhere to the approved budget ceilings set for programs. Water Companies

ther over-utilized or under-utilized the appropriated funds. In some instances,

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

foval by the Board of Directors. In addition, water companies experienced

S c
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t v ttp

[nct councils and Regional Water Works Development Agencies as ts

[i."4 Uy the Water Act, Cap.372. In this regard, such water companies did

[eflect their correct financial position within their books ofaccount.

lach of various provisions of the law - The Committee observed that there

s non-comp liance with the provisions of the Public Finance Management Act,

afl.4124, Pub lic Audit Act, Pubtic Finance Management (County Govemment)

egiulations, 20 15, the Water Act, the Companies Act' Cap.486, the Income Tax

cf" the Retirem ent Benefits Act, the Pensions Act, the County Government Act,

e Accountants Act, Cap.53l and Water Service Regulatory Board (WASREB)

idelines

nilear ownership of assets - The committee observed that most of the water
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obligations as they fell due and relied on financial

institutions such as

of interest and penalties.
The Committee observed that a

had disputes with regard to the ownership of the assets'

their asset registers exposing assets of the water

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



l2.Multiple Levies - The Committee observed that CounW Water Service
Providers were subjected to mulliple water sector levies including-

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

ii. Water User Charges,of Kshs.5 per cubic metre of.water-qonsumed
exclusive of donation sold, paid to Water Resources Authority (WR q.);

iii. A further 5% of the Water User Charges as Conservation fees paid to
WRA; and . : , l

, iv. Efflueqt discharge: fee5 wlrich are 80%o of Kshs. 0.3 per cubic. metre of
water sold, paid to WRA.

These levies negatively affected the water companies' financial viability thus,
putting them at risk,of an inability to continue and operate as a going concem.
The Committee further noted that these levies were consequently transferred to
the consumers through the increment of water prices.

11 | P a g e



G RECOMMENDATIONS
m ee recommends that-

oard and the accounting officers of the water comPanies to Put in Place

co hensive measures to mitigate Non-Revenue Water (physical and

co rcial losses) including the aPPlicatio n of GeograPhical Information

S e (GIS) for receiving real-time data in the detection of bursts and leakages'

i4
H

ln tal tion of smart meters for accurate billing, reP lacement of the dilapidatedfn

lu
elopment of institutional anti-comrPtion Policies and

ln aStructure and dev

to prevent illegal connectrons among other measures' In
e ort"m"nt measures

ent should disclose the proportions of both the PhYsical
a ition, the managem

$mmercial losses in percentage in their reportlng
er record keePing anda

oard and the accounting officer to ensure ProP

e all the suPPorrng documents to the Auditor-General in accordance with

tlon 9(l)(e) ofthe Pub lic Audit Act,20l5 during the time of audit and adhere

Accountants Act,20 08, failure to which the committee shall invoke sectlon

6 the Public Audit Act,2015

Board of Directors in consultation with the Public Sector Accounttng

us caPacitY building on financial reportlng
S rds Board conducts contlnuo

ds for finance offrcers in the water companies and the management' to

liance. The board to ensureS

e

ocu

ve the qualitY ofrePofting and enhance comP

the accountants have reqririt" .o.P.tencY and experience in finanacial

gement as is required by the Accountants Act' 2008. In addition, the

unting officer to ensure compliance with the f,rnancial rePorting temPlate of

ational Treasury' This will strengthen maintenance of books of accounts,

ments, and timelY submisston of the statements and

paration of financial state

ments to the Auditor-General bY the water ComParues

eBoard and CountY Govemment

with section 7 (1) and (2) of the National Cohesion and Integration Act,

Govemments Act,2Ol2 on diversitY'
d Section 65(1) (e) ofthe CountY

ublic institutions and ethnic

Iy

regularize their existing asse

to make deliberate efforts to ProgressivelY

councils and have uPdated assets registers that

ion, determine and ascertain their commercial

an

5

al

.1

n

izatton of the one third rule ort recruitment tn p

n usiviry. In addition, the Board and the CountY Governments to establish a

ity policY with the aim of comPlYing with the law. This will be reviewed

subsequent audit Period

I no*d, Accounting Office rs and the CountY Govemments to Put in Place

trateg ic and innovative measures for recovery and to boost the hnancial health

f the water comPanies for self-sustainabiliff. AdditionallY, theY should review

ts indicating the service Provider agreements

be re transition from the defunctf
fo

re ct the current financial Posit
dards Board (PSASB)

vl
fle
ab ility as required bY the Pubtic Sector Accounting Stan
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The Board should indicate if the financial support is a conditionar grant ordonation in their books ofaccount and it should not be a direct transfer from thecounty Executive. Further, the county Governors through the county Executivecommittee member for water should monitor the financial operations of thewatpr gompanies pur$uant to section 184 of the public Finance Management Act,20t2.
6' The county Govemments, the Board and the accounting officers shalr ensuretimely remittance of statutory deductions to the relevant institutions to avoid theaccrual of interest and. penarties that will: further increase the companies,liabilities. The, acpounting offigqr shguld compry with the provisions of theIncome Tax Act (Cap. al\, 1974, the Retirement 

""r"Ou ".,,";;r;: 
;;Pensions act, 1941. The Board shourd provide a plan and commitment for therepayment of the outstanding statutory deductions, fa,ure to *tlcr ttecommittee will recommend appropriate enforcement measures to be taken.7' The Board and,accor,qtlng officers should prepare realistic budgets and revenueprojectiops to prevent. issues of ."u.nr. ,to.trut. which have negativeimplications on the companies' service delivery.,In the process of preparing thebudget, the bgqd should consider the previous uuag"tary allocation and ifthecurrent budget is to increase, it should b. ..usonuil. i, 

"ooir..,, Ii. uou.ashould seek the neqeqfary approvar by forwarding the budget estimates to the
90*., Executive committee member for water, who sha, then forward t, ,; ;;counv Treasrrry as required by the law. Further, the water companies shouldautomate their billing systems.

' The council,gf Governors shourd engage the Ministry of water, Sanitation andIrrigation, the water Services Regulaiory Board (wASREB), the Regionarwater works Development Agencies and the Inter-Governmental RelationsTechnical committee to settle the matter on the transfe, 
"iin" ,rr",, ,roliabilities as require.d by the Water Act,2016.

' The Board and accounting officers of the water companies to strictly adhere tothe relevant laws such as the public Finance Management Act,2or2,the pubric
Audit Act, 2015, the public Finance Management (county Government)
Regulations, 2015, the Water Act, 2016, th; Accountants Act, 200g, theCompanies Act,2015, the Income Tax Act, 1974, the Employment Act, 2007,the Pension Act, rg4Z,the Retirement Benefits Act, l ggT and the water ServicesRegulatory Board (wASREB) guidelines, failure to which penarties for non_compliance will be sanctioned.

8

9

l0'The Govemors should engage the Inter-Govemmental Relations Technicarcommittee 0GRTC) uno tr," rerevant n.ri"r"r water works Deveropment
Agencies to fast-track on the transfer of the assets and liabilities so that theyreflect a true position of the companies in their books of account.

I
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Board of Directors and the managing dircctor should ensure the water

panies have updated fixed asset registers pursuant to scction 136 (l) ofthe
lic Finance Management (Counfy Govcrnment) Rcgulations, 2015 and in the

at prescribcd by the National Treasury and submit the same to the Auditor-

eral within 60 days from the adoption of this report.

Ministry of Water, Sanitation and Irrigation should review the existing

cies and regulations related to levies of water companies with the aim of
lining and harmonizing them

14 lPage
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I{on. Speaker,

On behalf of the County Public Investments and Special Funds Committee, it is my

pleasant duty and privilege to table this report on the floor of the Senate and commend
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,I N OF THE IIEPORT OF THE SENATE SELECT COMMITTEE ON
PUBLIC INVESTMENTS AND SPECIAL FUNDS ON THII

RATION OF THE AUDIT ITEPORTS OF SEVEN COUNTY WATER
I'R.OVIDERS FOR TI{E FINANCIAL YEAR 2O2OI2O2I

ersigned Members of the Select Committee on County Public Investments

Funds, do hereby append our signatures to adopt this report.

N ( WAl'IiR COMPANY CO UNl'Y

t. ll t BUS IA

2. I 1'

SIA WATER ANI) Stlw[,RA(;E SIJIiVICI]S COMPANY l,lMlTlll)

!],N-]'AMBACII WA'I'I]R ANI) SIiWERA(;E COMPANY LIMITED EI,G I]YO.
MARAKWET

KI KIRINYAGARINYAGA WATER AND SANIl'A'I'ION COMPANY I,IMI'I'I]D

N,II ,I,INDI WA1'I]R AND ST]WERAGE COMPANY I,IMI'I'ED KII,II,'I

NII ,NDI.]ITA WATEII, AND SI.]WI]RACI] COMPANY LIMI'I'EI) MANI)ERA

6 },I I(;ORI

['r (. MBASA WATEII AND SANI]'A1'ION COMPANY LIMI'I'I,],I) MOMBASA

t.

I

I

\YUKI WAI-EIT ANI) SANII'ATION COMPANY LIMI'IEt) LAIKIPIA

).

I

I
.I I{I WAI'ER AND SANI'IA'I'ION COMPANY I,IMITIiD THARAKA

NITHI

te

rd

the

Spc

un

cia

I ,lo Ni lt1le Signature

S 2Godfrey Atieno Osotsi, MP (Chairperson)

S

(

n. (I']rof.) Tom Odhiambo Ojienda, SC, MI']

ice-Chairperson)

Sc
)-,

n. William Kipkemoi Kisang, MP

Sc r. Paul Karungo Thangwa, MP
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Sen. Miraj Abdillahi Abdulrahman, MP5

Sen Eddy Gicheru Oketch, MP6

Sen. Hamida Kibwana Ali, MP7

Sen. Maureen Tabitha Mutinda, MP8

17 lPage

v



(

CHA?TER ONE

ON THE AUDITED FINANCIAL STATEMENTS FOR BUSIA

D SEWERAGE COMPAI'IY LIMITED FOR THE FINANCIAL

) t2021

or

o

Se

of Busia County, Hon' Dr' Paul Nyongesa Otuoma E'G'H' appeared

;ffi;tu.rauy 8'h June, 2023 to respond (under oath) to audit

in the Report of the Auditor-General on Financial Statement for Busia

*..ur. Co.p*y Limited for the Financial Year 202012021' He wasq

by

a

Arthur Odera - DePutY Govemor

Topister WanYama - CECM Finance

ErickNakitari - MD BUWASSCo

Gypsum WAjala - Chief Officer - Finance

ter and Sewerage Company Limited is wholly owned by the Busia County

t

ac fixed asset register'

ent of financial Position as at 306 Jrrne 2021 reflects property' plant and

balance of kshs. 3,528,783 which as disclosed in note 12 to the financial

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

v did not maintain a fixed asset register indicating the tYPe and nahrre of

tlons and values required by regulation 136 of public finance management

emment) regulation 2015

o N THE FINANCIAL STATEMENTS

umstances

balance ofk

cnt ResPonse

r-General rendered a quali{ied opinion on the financial statements of Busia

Sewerage Company Limited for the period under review on the following

the asset movement schedule in note 12 to the financial statements includes

ildings of undermined value which were owned by the company as at 30th

theaccuracyandcompletenessoftheproperty,plantand
rir. ilrt,it, as at 30'hiune 2021 could not be confirmed'

ement agrees with the audit observations on the lack of Asset Register'

t has since developed a template of asset register and availed for audit
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verification' A certified asset register will be developed after valuation has been carried
out by a registered valuer in the next financial year.

Committee Observations

The Committee observed that the query remains unresolved as_

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

The management hereby submits copies of bank. reconciriation statements, bank
statements and certificate ofbank barance for audit verification

Committee 0bservations

The Committee observed that the query remains unresolved as_

i. The management failed to provide bank reconciliation statements, bank
statements, bank confirmation certificates and cash books to support a bank and
cash balance of Kshs. 5,9r4,r4r to the Auditor-General in contravention of
section 9(l)(e) of the public Audit Act, Cap.4l2B.
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ii. The company's asset movement schedule in note l2 to the financial statements
included land and buildings of undermined value which were owned by the
company as at 30th June202l..

Committee Recommendation

The Committee recommends that-

i' the Accounting officer ensures that the company carries out a varuation of
all its assets within 60 days of the adoption of this report;

ii. the Accounting officer ensures that the company has an updated lixed asset
register as prescribed by the pubric Sector Accounting standards Board
(PSASB); and ,

iii. the Auditor-General to rindertake physical verification of all assets of the.
water company and provide a status report to the committee within 60 days
from the adoption ofthis report.

2. Unsupported Bank and Cash Balances.
The statement of financial position as at 30 June, z02l reflects bank and cash balance
of Kshs. 5,914,141 . However, bank reconciliation statements, bank statements, bank
confirmation certificates and cash booi<s were not provided for audit review.

Consequently, the validity, accuracy and completeness ofthe bank and cash balance of
Kshs. 5,914,141 as at 30 hne,Z\2l could not be cbnfirmed.

Management Response

I



ll anagement has since availed all the requested documents except the cash

ecommendations

ttee recommends that-

anagement to submit the required Cash Books to the Auditor-General

rification, within 60 daYs of the adoPtion of this rePort;

ccounting Officer should ensure timelY submis slon of documents

d rI the audit Process in line with section 9 (1) (e) of the Public Audit Act'

lu c to which the Committee shall recommend for their investigation and

tion in line with section 62 (2) of the Public Audit Act; and

irect an investigatio n into thc Possible

bo k

C e

o m

t

A

c

s cup

of Public Prosecutions to d
,CrP.4lZB bY the Accounting Officertor

c nt avention of the Public Audit Act
IC Prosecutions'assessment, criminal

d

bilitY arises'
here in the Director of Publ

to institute crimin al proceedings against the Account tng

fficcr.

ns p ortcd ExPenditure- Administration Costs
ve income reflects exPenditure

nt of Profit and loss and other comPrehenst
the amount includes Payments

hs 4 ,772,580 orr administration costs' However'
ent vouchers, invoices/goods

ks 481,000 which were not suPPorted bY PaYm
d therefore could not be

tes among other exPenditure documents an

stances, the validity and occurrence ofthe exPenditure of kshs' 481,000

resubmits the supporting documents for audit verification

solved as the management failed

C ittee observe d that the query remalns uue

invoices and goods received notes among other

p payment vouchers,
rt payments totaling to Kshs. 481 ,000 during the audit

e n e documents, to suPpo

ttce Recommcndations

mmittec recommends that-

confirmed
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ll.

the Accounting officer to submit the requested documents to the Auditor_General for verification, within 60 days of the adoption of this report; andthe Accounting officer. shourd ensure timcry submission of documentsduring the audir process in.tine wirh section , fil f"l ,iri.;;r;:.il;,I,;:;failure to which the committee shart rccommcnd for their r"r*,rg"ia. 
"roprosecution in line with section 62 e) ot thepublic Audit Act.

Other m'atters

Prior Year Audit Matters

In the audit rcpqrt of the previous year, several issues were raised Under the !.gpgrt onFinancial statement, Report on Lawfulner. ;;;-;;;,;;T":qe of pubricResources, and Report on Effectiveness of Intema, a;;;;i;;;;;;.ffir;
Governance. However, the issues have not u.", i..rri"a l, 

^*;d,><'i]",ro* uo onprior audit maners. In addition, the Management have no, ..roiu.Ji;; ;;rr", or givenany explanation for failure to adhere to the provision of the public sector.AccountingStandard Board templates.

Management Response:

The management agrees with the audit observations. A comprehensive audit foilow upReport on the recommendations of the Auditor-Generar i* 0.., o"r.roped to be

:::Tfil;irbsequent 
audits. The rurunug",,,lnt has made prosress in resoruing trre

Committee Observations

The committee observed that the query remains uruesolved as_

i' The management of the water company did not take action in resorving thequeries raised in the report of the Auditor-Generar for the rrnanciar year 
,

2018/2019.
ii' The management gave no explanation for failure to adhere to the provision ofthe Public Sector Accounting Standard Board templates.

Committee Recommendations

The Committee recommends that_

i' the Accounting officer shoutd try and resorve any issues resurting fiom anaudit that remains outstanding as required by seciion rasrzlrtrf t.e pubric
Finance Management Act, Cap.4l2A; and the Auditor_Geo.."f p.oria., ,status update on the progress made on th
cycre upon review of the progress rcport; 

Le matter in the subsequent audit
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I

t c ccounting Officer adheres to section 149(2Xb) of the Public Finance

nd section a\2\ of the Public Audit Act in the

l.

agement Act a

re aration and management of financial and accounting records; and

Accounting Officer to ensure that the water Company keePs financial

records that are accurate, reliable' comPlete and ensure

to accountin g standards Prescribed bY the Public Sector

g Standards Board (PSASB)'

ON LAWFULNES AND EFFCTIVENESS IN USE OF PUBLIC

a

To
o ES

Article 2,29(6) of the Constitution, based on the audit Procedures Performed

A tor-General, the following matters formed the basis for conclusion that

Iic urces were not applied lawfully and in an effective way-

h f Legal Instruments

gement did not Provide coPies of share certificates'

for audit review' Therefo

Memorandum of

n and Articles of Association
re, the ownershiP

e ComPanY could not be confirmed

na cnt ResPonse

ement wlshes to state that it agrees with the audit observation the share

was not availed as it could not be traced at the time of the Audit' The

e ent has since availed the memorandum of association and articles of

n of Busia Water and Sewerage Services ComP any Limited which has details

lding. Currently the management through
ert all the shares which were
Chief Executive Committee

convened a m

individual shar

eeting with shareholders to rev

eholders to ensure that the company is fullY owned bY the

vernment of Busia

ee Observations

ittee observed that the management failed to Provide coPies of share

es, Memorandum of Association and Articles of Assoc iation during the audit

owever, all the documents have since been submitted to the Auditor-General

cation. The Committee further observed that the water company was not fullY

ent as there were individual shareholders in the

r

r
y the CountY Govemm

ho ding structure of the water company

mlttee Recommendations

Cdmmittee recommends that-

I
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i' the Governor of Busia County takes immediate measures to ensure thatBusia Warer and Sewerage Seryices Company Li.td;;;;ly owned by theBusia county Government and is registered in rine with the law; andii. the Accounting Officer should .nr]r." ,irrl.f;=r;ili;r,"r'r, documentsduring the audir process in rine with secrion s til (.1 "iii; auo,," Audit Act,failure to which the committee shall recommend for their investigation andprosecution in line with section 62 (2) of thefrUfi. erOii a.t.

2. Non-Revenue Water
Reyiew of the water production records revealed that the company produced r2370ogcubic merers of waterlrl:::"*,.d for only 402,028 cubic meters 

-;;"r;;:,;;;
remaining balance of g34,9gl cubic meters or 67yo which was unaccounted forrepresents Non-Revenue water. However, the Loss exceeded zszh"*"ii"'ffi,;;Water Service Regularory aoaro fwaiREei- 

'

Therefore, the Management was inefficient in managing the water resource and was inbreach of WASREB Regulation.

Management response
The management wishes to :t.- ,1" it is in agreement:with the Auditor's observationthat the non -revenue water QrIRW) hes a negalive impact on the company profitabilityand its ability to sustain services. Th. hi;h fii; is as a rbsult of,

(i) old and dilapidated water in-frastructure which requires a lot of financialinvestment before they can be efficiently utilized.
(ii) Frequent Bursts and leaks which r.ruin a routine chalrenge on a month_to_month basis.

(iii) stuck and defective water meters which require repracement and frequentmeter servicing exercises.
(i") Unmetered, illegal and meter by-passes by some of our customers whichincreases the volumes of water beinglost o, u,ontf,_to_."#irr,,

The company's strategy is to invest more in metering its consumers, repair kit andmonitoring of its pipeline network so as to reduce the NRW and l*p.ou.'on revenuegeneration.

The manageme't has embarked on projects which are expected to significantry reducenon-revenue water to the water Sector Reguration Board (WASREB) sector benchmark of 25Yo. These include:

' New bilting system and smart meter reading - the company through support ofKenya Towns Sustainable water Supply and Sanitation program and Lake VictoriaNorth water works Agencies is currently implementing an ent".p.ir" R"ror...
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w
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it e Recommendations

mmittee recommends that-

ASREB ob uld nes Howe er th ate comp has made som fforts toanyr

the Accounting Officer should put in place comprehensive measures to

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

tolr"-r. f fr" measures to include replacement of old age dilapidated

infrastructure, installation of smart meters for accurate billing and the

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

dataforthedetectionofburstsandleakagesamongothermeasures.The
Atrditor-Generaltoreviewtheimplementationofthemeasuresputinplace
to mitigatc the Non-Revenue Water and provide a status update on the

matter in the subsequent audit cycle; and

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

o{ tneft and illegal connections'
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CHAPTER TWO

REPORT ON THE AUDITED FINANCIAL STATEMENTS FOR ITEN-
TAMBACH WATER AND SEWERAGE COMPANY LIMITED FOR THE
FINANCIAL YEAR 2O2OI2O2I

The Govemor of Elgeyo-Marakwet county, Hon. wisley Rotich, appeared before the
committee on Tuesday, LstAugust, 2023 to respond (under oath) to audit queries raised
in the Report of the Auditor-General on Financial Statements for Iten-Tambach Water
and Sewerage company (ITWASCO) Limited for the Financial year 2020/2021. He
was accompanied by-

l.

ii.
iii
iv

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

Itbn-Tambach water and Sewerhge company timited is wholly owned by the county
Govemment of Elgeyo-Marakwet.

REPORT ON THE FINANCIAL STATEMENTS.

The Auditor-General rendered a qualified opinion on the financial statements of lten-
Tambach water and Sewerage company, Lim:ited for the financial year 202012021 on
the following basis -

l. Non-Revenue Water
The statement of profit or loss and other comprehensive income for the year ended 30
June, 2021 reflects water sales revenue aniount of Kshs. 28,717,440. Review of
supporting documents provided for the audit revealed that the company produced
1,002,600 (2020:807,091) cubic merers (M3) of water. However, only 681,765 (2020:
548,822) cubic meters (lv{3) *as billed to'customers. The balance of 320,g35 (z0zo:
258,269) cubic meters (M3) or approximately 32.a% (2020:31.9 %) represented non-
revenue water (or Unaccounted for water GrFw)) which is 7%, (2020:6.9%) above the
acceptable loss of 25% of the totai production as per guidelines published by the water
services Regulatory Board (wASREB). Management has notjustified the high volume
of non-revenue water or Unaccounted for Water (UFVD).

In the circumstances, the accuracy and completeness of the water sales revenue amount
of Kshs.28, 717,440 could not be confirmed.
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eag nl nt Response

drt agrees that during the Year ITWASCO produced l'002'600 cubic meters

o *ft.r. Ho*"uer, out of this volume, onlY

ximatelY 327o of total volume represented Non-
68 1,765 m3 was billed to customers

n4'

w OIRW) which is 7% over and above the allowable loss of 25% inba

ll ater

of 320,835 m3 or aPPro

gulatory Board guidelines
rd c[ with the Water Services Re

co pany was established under the I icensee of fuft Valley Water Services Board

B The water suPPIY whose jurisdiction was Iten and Tambach towns was being

v the Ministry of Water was inherited by the comPanY as a whole' One of

of the comP any among others was to reduce the Non-Revenue Water Q'IRW)

ceptable rate wherebY this was reduced from 42o/o to 32o/o in the Year undere

this was manag ed under limited available resources in the Year. The comPanY

fore still committed to reducing this bY emPloY ing more resources to work on

ch lleirges resulting in such unaccounted-for water and these measures include

Proposals to Water Trust Fund to finance Purchase of water meters through

Urban Projec t ConcePt to reduce unmetered connections and rePlace faultY

ll

ul

lv

ffl'i'".r"", in collaboration with :n" ::YY^::::H""T 
'::,:H:1"Marakwet has incr"ased;;;;;;;;"f metered connection and is planning

;;;;;; ;ore water meters to reduce NRw'

The company has put ';;i;;;; 
t;;* th'rough a companv manlc^e.d:^1o-tl]:e

I numbers for the prbri. iJ'.""p;;;i"dd.-bursts, iriegar connections and

i:':ffiHTlffintaining the line' th: pllolltt^,:am of pipefitter's repairs

reoorted reakages, b*r"";; u,,ir,r' i, ".ri.i"ati 
n g i Il e gal connections and

::ffiffi;;;;,lv whenever identified and renorted'

The company already n"a--i"tt"ff"a 200 No ton*"' meters which was

fu"d;J by County Government of Elgeyo Marakwet'

AIso, the county go***int-urtJuJyi^ inttuled master meters in each zone

B#:ffHtf.1*Y;o,rr, - Meters are read using a smartphone on site and

uoloaded automatically i" "'Uifiiig 
autubu" Th-e database then runs checks

Hffiilfi,;;;il1 that would suggest all erroneous reading' The

smartphone is ut'o *tail;i;;''ilto"g?aph of the meter when it is read'

which enables anomalies Io Ut 
"'ok"a 

-without 
a further site visit' but also

orovides a means to tt""tL"i tttt meter has been actually read' This system

;:ilil::'#;;;;-i* ;;;";f *;nitoring both consumption and meter

ffif 
"#:"#ffi 

i"ui.*ur.t"redAreast.o\rnsl,:sl:lr 9"?Yff lr.l;,"
tone establishea u' u tty tooi-t rnunug"ltakages through reconciling DMA

ilffiffi ;;;i;;,h.';;;tr,y *ut"I uurance w ith the leaka ge assessment;
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and Provision.of appropriate incentives to customers and staff who reportillegal connection.

Committee Observations

i' The Noir-Revenue water stood at 32yo, which is 7% .above the sector
benc'mark of 25%o set by the water Services Regulatory Board:(wASREB)
guidelines.

ii. The management of the water company risted measures to address the Non_
Revenue water rosses. These measures incrude, active reak a.,."rion, *i
repair; and termination of cut-off accounts from the mains to curb illegal
reconnections among others.

iii' This high revel of Non-Revenue water has rargery contributed to the
Co[npany's revenue shortfall as well as the materiil uncertainty relating to a
going concem

Committee Recorirmendations

The Committee recommends that -

i' The company shourd put into prace comprehensive measures to mitigate
the Non-Revenue water. These measures include the instaration of
smart meters to ensure accurate bilring, the repracement of the ord water
supply network as well as the introduction of a Geographic Information
system (GIS) which wilt help the company receive real_time data on
leaks in pipes and monitor maintenance.

ii. The Governor shourd coilaborate with EACC to ensure that pre-emptive
measures are put into prace to reduce the cases of theft and iregar
connections.

iii. The Auditor-Generat shourd review the imprcmentation of the measures
put in place by the management to mitigate the matter and provide a
report on this matter in the subsequent audit cycle.

2. Non-Disclosure of Value and Ownership of Land
The statement of financial position reflects p.op..ry, plant and equipment barance ofKshs' 6,184,955 as disclosed in Note 5 (a) to the financial statements. The balance
includes buildings barance of Kshs.r, 314,sr6. However, the varue of land on which the

2TlPage

The Committee observed that query remains unresorved from rrnancia tyear z0t9,b0zo



afe bult has not been disclosed in thefinancia]111i'itllJ,15';*"rllli
ohn.rn ownership of the rand by the company was not provided for audit

e stance, the ownership, accuracy and comp leteness of the ProPertY, Plant

pment balance ofKshs'6, 184,955 as at 30 June' 2021 could not be confirmed

il ent ResPonse

nt concurs with the findings that the value ofland has not been disclosed in

al statement. This is because the company had no title of ownershiP of the

erefo re, the company was not able to proceed with valuation and recognize the

el books

I of Land originallY belongs to Sirikwa County Council as the attached

h certificate reserved for Iten Prlmary under parcel No. 404, with other four

ent institutions

to c

o

e

-lpe e records, the procedure of subdividing of the parcel was in Process' The

ow-ups on the matter to be resolved

eed for the said piece of land and had not

ch the building stands in its hnancial

ent of water and Company are making foll

it ee Observations

ttee observed that the query remains unresolved from financial year

0 0 as the water comPany had no title d

d the land measuring 1 acre on whi

e Recommendations

ommittee recommends that; -

the Governor ensures that the water company securcs full ownership of

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

within 60 days of the adoption of this report;

the Accounting Officer "n"""' 
that the water company maintains an up-

to-date asset register in the format prescribed by the Public Sector

Accounting stantlards Board (pSAsB) and the company to carry out a

valuation of all its assets and submit the same to the Auditor-General

within 60 days from the adoption of this report;

the Governor engages the Intergovernmental Relations Technical

Committee (IGRTC) to ensure that the process of transfer of all assets

and liabilities are completed in a timely manner; and
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iv' the Auditor-General to undertake physical verilication ofall assets ofthe
water company and provide a status report to the Committee within 60
days from the adoption ofthis report.

3. Un-Transferred Work in progress
The statement of financial position,reflects workin-progress (un-transfened) balance
of Kshs. 16,880,122 as discrosed inNote 5 (b) to the nrar,"iui statements. Reviewof
supporting documentation revealed that the work in progress relates to assets which
were financed by the water Services Trust Fund. According to the financing agreement
between water Services Trust Fund, Rift valley water Service Board (RvwSB) and
Iten Tambach water and Sewerage company Limited (IT*ASC.) dated 25 July,
2012, ITWASCo was the implementor of the project while Rift,valley water Service
Board (RVWSB) was to acquire the ownership of the new assets developed. Rift valley
water Services Board requested for the transfer of th9 completed work in progress to
the Board as per the terms of the financing agreement. However, at the time of the audit
the project had not been transferred and therefore the completed assets are wrongly
classified in the financial statements as work in progress and are not being depreciated
although they are in use.

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

Management Response

Management stated that the figure of Kshs l6,gg0,r22was a fi.rnding from water Sector
Trust Fund(wSTF) for Three proposals Namely: 3rd; 5th and 6th calr proposals
awarded to ITWASCO, the contracts were signed between Rift valley water service
Board( on their behalf) and wSTF, ho*"u.. uft.. the completio, oior":.|,, they w€re
not handed over to Rift vailey water Service Board duriirg the audii pJ.iod rrd u, p".
the queries served, they have since written to Rift valley water Service Board for a
transfer of the assets to them of which they were uruesponsiu".

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

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

i e bserved that the management had resolved to address the issue in Financial

20 2l 023 bY transferring the assets from Work in Progress to comPleted assets

mr e Recommendations

C ittee recommends that the Auditor-G eneral follows uP the matter.on

ation of the correct accounting
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ent of financial P

ccivables
osition reflects trade receivables balance of Kshs

tc
te 6 (a) to the frnancial statements. However' audit

ivables increased bY Kshs0 as disclosed in No
ents revealed the trade rece

ST o the suPPorting docum
2,895,027 h the 201912020 financial Year to Kshs

5 2 or 2Oo/o from Kshs' 2
ear. Further, the agetng analYsis revealed that out

20 84 rr 2O2Ol2O2l financial Y

ceivables balance of Kshs 1'f 520,849 outstanding as at 30 June,202l' an

Kshs. 19,136,387 or 63 o/o had been outstanding for more than 180 daYs

ificant increase in receivab les or exPlained whY

es n

o

e

u

ng a

so de

cc

0

nt has notjustified the sign

ts ve not been collected

ofthe long outstanding tade receivables and

umstances, the recoverabilitY

he provision for doubtful debts could not be confirmed

p

c

lr

v oft

e cnt ResPonse

ent agrees that bills totalling to Kshs 19,136,387 or 63% had been outstanding

than 1 80 daYs as reported Due to economic downtlrn and Post Covid 19

and a letter to Council ot Governors on disconnection of water, Ministry of

Water, Sanitation and irrigation through circular ref. t[Dt3t3ll359VOL' I

ection of water suPPlies to clients' This majorlY

d instructed against disconn

o

to the outstanding bills'

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

not settled their bills'

t recovery policy has been hnalized and they were implementing

Observations

ittee observed that the query remains uruesolv^ed' from the hnancial year

as the company r'"4 uu' t"tir;;'il 19'136'387 owed to them for more

an 8
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Committee Recommendations

The Committee recommends that _

The management performs an aging analysis on the long outstandingreceivabres and with the Board's ap"p.o*i,-*.ite off the irrecoverabre

*::,fir'}with regulation rso(ri or prM (counrv Gor..n-.rt;
The' management. ensures imprementation of the Enterprise ResourcePlanning (ERp) sysrem and iti ,.. i, p*ro1;lr;;;;;;;:ilffi,T;
analysis.

Thg management ensures strict compriauce with the provisions on lossesand write.offs stipulated under regulation isOlty of pFM (CountyGovernmcnts) Regulations.
The Accounting officer etrsures that supporting documents are avairedto the Auditor durins audit as ,"qui.;i;;;er section 9(I)(e) pubticAudit Acr, faiture to iltricn th" C;;;i;". ,i",, recommend for their
I#.,Ii:f" and prosccution in rine *iin ,Joi", 62(2) ofthe pubtic

lt.

llt.

lv.

1.. 
t:ia Outstanding payables, provisions and AccrualsI he statement of financial iosition ..fil;;"";"bles, provision and accruals balance ofKshs' 24'54g,07g as discrosgd in Note s ,o ,h. nnuncial statements. Included in thebalance,is. regulatory lgvie.s amounting to 

"rnr. 
,U,rrU,526, outof which Kshs.15,598,566 relares to 2otg/2020 *a ,u.ii..].ar..

In the circumstances the Company is exposed to risks of litigations instituted by thecreditors due to failure to settte amorinU'"*"0 ," ,rOOr,.^.
Management Response

Management concurs with the findings that, the amount in question ofKshs 16,176,526reflected in the figures of regulatory l.ui.r'o*.a',o Rift valley water Services Boardwas overstated by Kshs 6,116,67g. It came to their rearisation that with theoperationalization of the water Act and the trunrf". of the ownership of water ServiceProviders (wSp's) to the county cou".n-.nt n".essitated that there would be no morepayments to the v/ater Service Board. "rvrw wrJuru

It therefore implies that the company recognized a Iiability amount of Kshs 6,116,67g,which ought not to be reflected in their bools and tt.
Water Services Board- ^. qrw. u\_,ur\s ano rnls was correctly done by fuft Valley
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tive measure, the company had passed

adjustment would be made in the
Joumal entries in its records for

Financial year and necessary prior year

tements

483. Which mainly accrued during the

address the outstanding Kshs' 7'478'

es of the comPany and due to liquiditY
as to clear the debts from the
challenges, the management

a write off of the levies from the AgencY so

books as per MIN 270:2022t2023 dated 28th March 2023

e Observations

uresolved as the balance of Kshs

ittee observed that the query remalns
es Board remains unsettled though

ement has P

*ed to former Rift Valley Water Servic

rovided corresPondences on request for write-off bY the the

ValleY Water Works DeveloPment AgencY

e Recommendations

mittee recommends that the Governor of Elgeyo-Marakwet County

e Central Rift ValleY Wate r Works DeveloP ment AgencY to agree on a

lan for the trade and other paYables balance of Kshs. 7,478,483 and

rton the same with the Auditor-General for verification within 60 daYs

adoPtion of this rePort' The Auditor-General to provide a status uPdate

tter in the subsequent audit cycle.

atters

Control and Performance

ent of comParison of budget

indicates that actual exPendit

and actual amounts for the period ended 30

ure exceeded budgeted amounts for PublicitY

rtising (20oh) atdProvision for regulatory levies (25%). The Management did

de evidence that the over exPend iture was aPProved

ent ResPonsc

ent agrees with the

r publicitY and adverti

expenses ofwhich co

ly regrettable

that regulatory levies Paid exceeded the budgeted amount. The levies were

and theY Paid us ing Conditionat LiquiditY SuPPort Grant (CLSG) which were

findings that actual expenditure exceeded budgeted
^r;;it 

was caused by under provision in vote during

,'rd"r"ib" avoided and it exceeded the amount and this

cted in the budget
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The Board of Directors were aware that the company received the grant which wasintended for cautioning covid-I9 pandemic. Therefore, the Board of Directorsauthorized the utilization of the same and strictly adhered with conditions of the donoras per the minutes of the Board of Directors dated l2th october, 2020 MIN179:2020/202l payment of the accrued was one of the eligible in the grant.

Committee Observations

The committee observed that_

Basis for Conclusion

i' there was an over-expenditure relating.to advertising an<t pubriciry; andii. the accrued regularory levi.j *... ;;;d using Conditional Liquidiry SupportGrant (CLSG) and thar the Board autho.ized the utirization oiiie grant.

Committee Recommendations

i. 
ln1 fclunting OIIicer shoutd cempty wirh regutarion 42(I)(b) of rhepublic Finance Management (Couuty Government) R"gr#;;; 20;;on.exerting budgetary control measures; andi' the Board of Directors shourd institute o.oo.. and rearistic budgetplanning as well as measures to enhance ir, orno *"r.1",*,;,as review of rariffs, 

"oor""iao-oilro.. customers 
"r. ""rlii;i;tftladdress reveuue leakages. The Auditor-Generar to confirm theeffectiveness of the mitigating measures put in the water company andreport in the subsequent audit cycle.

REPORT ON LAWF'.JLLENSS AND EFFECTIVNESS IN USE OF PUBLICRESOURCE

Pursuant to Article 229(6) of the constitution, based on the audit procedures performedby the Auditor-General, the following ma*ers f"...J ;;; ;;^;#;.il;;; ;;;;public resources were not applied lawfully and in an effective way_

Non-Compliance with Law on Ethnic Composition

Review of human resource data for the year ended 30 lune,202r reveared that thecompany had a total workforce of forty nine (+9) emproyees a, of whom were fromone ethnic community contrary to Section 7(l) and 7(2) of theNational cohesion andIntegration Act, 200g that requires all pubric establishments to seek to represent thediversity of the peopre of Kenya in employment of staff and that no pubric establishmentshall have more than one third of its estautisrrment liom the same ethnic community.
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nm'

stances, Management was in breach of the law
c

c

C nt

tt

nt ResPonse

third diversitY Rule on staff
nt
t had no

concurs with the findings that one

t been comPlied in the ComPanY as required bY the National

n ntegration Act 2008. The seven staff members were emPloYed to Permanent

e year 2013 and uP to date the comPanY had not emPloYed anY staff in

terms. The comPany established and develoPed the comPanY's Human

Manual on 16th October 2015 which would be used as a guide on

As the management of ITWASCO, theY would be contented to have an

e sociery at the comPanY as theY strive forward to excel. TheY are also in

that one third diversitY rule promotes national unity and theY assured the

thatthey shall abide by the regulations

Observations

nresolved from fi nancial y eu 2019 12020

observed that the query remalns u

had a total workforce of 49 employees who were all from the same

o pany

unity that was dominant in the CountY

Recommendations

ittee recommends that; -

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

which states that (1) All Public
Nation al Cohesion and IntegritY Act

establishment shall seek to rePrcsent tl'e diversitY of PeoPle of KenYa in

emPloYment of sraff. (2) No public establishment shall have more lhan one

third of ils emPloYees lrom same ethnic grouP; and

The Board and the accounting officer makes detiberate efforts to

progressivelY comPlY with section 65 of the CountY Governments Act'

2012 which Provides
at entry level be fill
ethnic communitY'

that at least thirtY Percent 307o ofthe vacant Posts

ed bY candidates who are not from the dominant
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CHAPI'ER THREE

REPORT ON THE AUDITED FINANCIAL STATEMENTS FOR KTRINYAGAWATER.{ND SANITATION COMPANY LIMITED FOR THE FINANCIALYEAR 2020/?021

The Govemor for Kirinyaga county, Hon. Anne waigiiru, EGH, oGW appeared beforethe committee on Tuesday, l6rh May, 2023 to respond (under oath) to audit queriesraised in the reporr of the Aiidiror-General on financial ,,u";;;'io."riJ *,.,nruruwater and Sanitation company Limited for the financi ut y"* zaiitzori. ii. o"r..r".

I

ii
iii
iv.

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

- CECM Finance
- Chairman
- Ag. Finance Manager KIRIWASCO
- Cfrief,Officer Finance
- Chief Officer planning and

The Kirinyaga water and sanitation company is who,y owned by the countyGovernment of Kirinyaga. .

REPORT ON THE FINANCIAL STATEMENTS
The Auditor-General rendered. a quarified opinion on the rrnanciar statements ofKirinyaga water and Sanitation company t-imited for the period und,er review.

l- Statement of Changes in Equify
The statement ofchanges in equity reflects Kshs. 16,627,294 in respect ofcapital grants,
5*r^l9t:"t in respect of amortization orcapitaig.ant under Capital Grants and Kshs.129'000 in respect of prior year adjustmerl r". revenue ,"r"'*"r. Hl*"u"., ,rr"r"balances were not supported with the respective schedule.

Management Response
The schedules for amortization of capital grants amounting to Ksh 30g,575 and prioryear adjustments amounting to Kshs. r2g,ooo which incluJe, our-"nr,o ,uppriers ofkshs' 94,000 to HIT Transporters and Kshs. 35,000 paid to Tangerine Auto Hardware.

Committee Observations
The management submittedthe schedures to support the balances Kshs. 16,627,2g4,Kshs 308,575 and Kshs. r2g,ooo in respect of capitar grants, amortization of capitar
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d

fo

m

trior year adjustments for revenue reseryes respectivelY to the Auditor-

verification thus the matter was resolved

Recommendations
ittee recommends that the Accounting Officer should ensure timelY

ments during the audit Process in line with section 9 (1) (e) of

ct, failure to which the Commi ttee shall recommend for their

secution in line with section 62 (2) of the Public Audit Act'

ion of docu

lic Audit A
atlon and P ro

m nt of ComParison of Budget and Actual Amounts

ent of comparison of budget and actual amounts revealed the following

c

S;

di

vl

I

c

+'

I

u

h

Variance

Kshs

Re-

Calculated
Performance
Difference

Kshs

Performance
Difference
Kshs

Actual On

Comparable
Basis Kshs

Budget

Amount
Kshs

m

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

atlonIS

I
1,177 ,935

25,868,68827,046,62341,907,02767,775,715
(9r,7 17)

-3 16,9884,225,2714,000,000
lo for

on
(708,615)

6,627,6025,918,9872,713,r989,340,800

35,r57,26435,484,7647r,990,552r07,147,816

lffiI
IlgS

ffi
m
ffit

E

I
I

I

it ll o ent RcsPonse
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P

ote 2 to the financial statements reflects Kshs. 15,241'716 in resPect of

plant and equlpment additions for the Year' However the statement of

of budget and actual amounts excludes the ProPerlY plant and equiPment

/capi budgeted and actual analysis and is therefore incomPlete.

the approved budget suPPorting the above-budgeted figures was not

for audit review and verification.

the validitY, accuracy and comPleteness of the resPective financial

balances for the Year ended 30 June 2021 could not be ascertained.

2

I

and

-225,27r

rT
hf""

327,500 _



The variance between the performance difference and recarculated performance
difference was due to arithmetical error, this has been rectified.

Thp Ksh. l5,24l,7l6in respect ofproperty plant and equipment additions was classified
under addition qf assets for the FY 2020/2021 as analyzed below

Assets totaling to Kshs.
investunent. 'fhe work in
year budget

budget for FY 2020/2021 under minor
hs. 12,528,5 l8 was included in the prior

2,713,t98
progress to

were in the

taling to Ks

Committee Observations
The committee observed that the query has been resolved as the variance between theperformance difference and recalculated performance differen.. *;;";;;arithmetical enof which was corrected within the post-Audit financial statement
however, the same was yet to be reviewed by, the Auditor_General.

Committee Recommendations
Thc Committee recommcnds that-

i. tle Accounting ollicer to take administrative action on the ofr-rcers within
the Accounts and Finance department who fa,s to keep "r.oi;; financiar
records in accordance with their terms and conditions or 

"ipoior,o.ri""employment and as required by the Accountants Act, 200g;ii' The Auditor-Generar foilows up the matter to confirm if the correct
accounting adjustments were made in the post Audit Financiar statements;

iii' the Accounting officer should compry with section 6g(2) of the pubric
Finance Management Act, 2012 rvith regard to preparation and
management of financial and accounting recordsl and

No. Particulars Amounts Kshs.
Assets

I & om eb
2

1,842,t98
Subtotal
Work In progress

2,713,lgg

I
4,769,595

6,360,801
J t,399,121

12,529,519Subtotal

15,24l,7I6

Computer phones, 87 r ,000.

House Hold
2. FaciliTreatment ty

Total
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t e

n

<t

r

s

ccounting oflicer should enhance the capacity of officers prepanng

ciar statement, to "o-pf, 
..rno ,0" accounting standards and should

er invest in technology ""U f*t*tts that reduce inaccuracies in the

ta ement of Water Sales

to the hnancial statements reflects Kshs' 150' 874,825 in resPect of revenue

sales. However, the recomPuted amount on a comParable basis from the

rds reflects a total income of Kshs' 161' 114,908 for the Period resulting to

n e of Kshs. 10,240 ,083 which has not been reconciled or exPlained

n stances, the validity, accuracY and comP leteness of the Kshs' 150'874'825

ed from water sales could not be ascertatned

ent ResPonse

nce of Kshs. 10,240,083 was as a result of adjustment made within the year

r h

re

e

c

aration of financial statements'

ustments were done tn line with WASREB guidelines

t:J"t:ffitJff that the variance of Kshs' 10'240'083 was as a result ofce

o

4 to the t of water sales receivables net

a les which includes Kshs' 128,458,621 in resPec

sion at l07o of Kshs 14,273,180' However' aud it examination of water billing

revealed that vanous adjustments were made on water sales receivables

ng to Kshs. 10,240,0 83 without being suPPo(ed bY relevant accounting

made within the Year

management, the Committee recommends that the

financial statements reflects
d j ustments

Kshs.l36, 965,069 in respect of trade

ine with WASREB guidelines

s

n

ntation. In addition, the water sales billing records reflect Kshs' 53,045'085

ti to a variance of Kshs 7 5,413,536. Further, the water sales were not suPPorted

ing analYsis rePort

a ement ResPonse

app roved adjustment of Kshs 10, 240,084- the adjustments were done in the

inl

3:

Note I

the

M
The

All

Ttre

ma

{

of

marked as resolved'

by
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I
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The variance of Kshs. 75,4r3,536 was arrived at after netting totar provision for baddebt of Kshs' 14,273,1g0 from disconnected and dormant accounts b"l"r;;^;;;rh"89,686,716.

Committee Observations
The committee observed that the management submitted the accounting dgcumentationand.ageing analysis report to suppolt the balance of Kshs. ro,24o,og3 rr;;#;"adjustments made on water sares receivables, thus the query is resolved.

Committee Recommendations

5: Long Outstanding Receivables
As reported in the previous year, Note 4 to the financial statements reflects Kshs.r36,965,069 in respect of tra.e receivables which includes Kshs. ,,t,;:;;;l; il;;Kshs 1, 134,4'73 for salary advances and Kshs. rTo,rr4for staff roans [o four (4) foaagrofficers,to.purchase laprops. However, supporting documentation including arrprovalsand evidence that the Management has initiated r.Iou..r;iil;; 

";;ces was notprovided for audit review. --^r''r q.*.y"

In the circumstances, the varidity, accuracy and compreteness of Kshs. l 3 6, 965,069 forreceivables as at 30 June202l could not be ascertained.

Management Response
out ofKsh r,r34,473 the company has recovered Ksh. 919,340 as per attached recoveryschedule. The balance of Ksh. 20g,465 we are fast-tracking the effort to recover theoutstanding. currentry the company doesn,t grant sarary advances to employee sincethe company has partnered with the financial Institutions.
The laptops were bought between April 200g and May 200g through a loan advancedto the staff which was to be recovered from their salary. However, the said staffleft theorganization between December 200g and November 201 0 before the full 

";"*, ;;recovered.

The company in 201g after the company was under new management governancestructure and since then we.initiated the recovery process. The company has institutedlegal process to recover against them.
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The Committee recommends that the Accounting of.cer shourd cnsure timcrysubmission of documents during the autrit process in line with section g (1) (e) ofthe Public Audit Act, fairure to which the committee sharl recommend for theirinvestigation and prosecurion in rine with section u, irl "i"" ";oiic 
luait act.



m

C

ttde Observations

ec
ittee observed that

ompany has made arecoveryof Ksh. glg,34}outofKsh l'121 
'805 

inrelation

salary advances leaving

company advanced Kshs. 170,114 to four (4) members of staff to Purchase
e

Act,2015.

n upported Property, Plant and Equipment

to the financial statements reflects Kshs'98' 644,815 in respect of property, plant'

uipment. However, the amount was not supported by an updated asset register and

ptops and the said staffle ft the institution before the full amount was recovered

uPporting documentatton including aPProvals and evidence that the

gement has initiated recovery of the salary advances was not provided

ttec

mm ittee recommends that-

he Accounting Officer of the water comp any takes immediate measures to

recover the Kshs. l70,ll4 with interest within 60 days from the

tion of this report. Failure to which' the Board o f Directors shall ensure

hesame is recovered from the Accounting Officer o f the rvater company;

hc Accounting Officer provides the status ofrecove ry of the outstanding

alhry advances to the Auditor-General within 60 days from the adoPtion

had not been valued for a long some time. Further, the comPanY have not

tle deed or ownership documents for both the ir headquarters offices in KerugoYa

of this rePort; and

thi Accounting Officer should ensure timely submission of documents

duping the audit process in line with section 9(1Xe) of the Public Audit Act'

20[5, failure to which the Committee shall recommend for their

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

e

a

ul
r{gional office in Baricho sub- location of Ndia Location. A verification visit done

nth ofAPril 2022 established that the headquarte rs land had been encroached' In

itr the company has possession of several parcels of land buildings, various water

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

cyc and other assets spread across the Kirinyaga county whose details and
to les

erltation in regards to ownership were not available

ci(cumstances, the validity, accuracy, ownership and completeness of the ProPerty,

uJd 
"qriprn..,t 

balance of Kshs' 98'644'815 as at 30 June 2021 could not be

iq"d

o

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

Committee Observations
The Committee observed that-

i. The management failed
verification;

lt

ul

to submit an updated fixed asset register for audit

the comp.any h4s not acquired.title deed or ownership documents for both their
headquarters offices in Kerpgoya and the regional 9ffice in Baricho sub_location of
Ndia Location; and

The company had possession of several pargels of land buildings, various water
installations, machines, water treatrnent facili.ties/plant, water tanks, equipment,s
and motor cycles and other assets spread across the Kirinyaga county *t or" a.,uit,
and documentatio, in regards to ownershii were not available hence the query
remains unresolved.

Committee Recom mendations
The Committee recommends that-

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

It. the Accounting officer ensures that the water company maintains an up-to-
date asset register in the format prescribed by the public Sector Accounting
Standards Board (PSASB).

7: Cash and Cash equivalents
Note 6 to the financial statements reflects Kshs. 3 1,564,770 in respect of cash and cash
equivalents as at 30 J,ne 2021 which includes Kshs 469,221 in respect of Mpesa
account. However, the amount was not supported with Mpesa certificates,
reconciliations statements and supporting schedules.

Consequently, the accuracy and completeness of the cash and cash equivalents balance
of Kshs. 31,564,770 as at 30 June,2O2l could not be ascertained.

Management Response
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C ficate is provided for audit review and its hereby attached

itt Observations

ittee observed that the management submitted the Mpesa Certificate to

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

verification, thus the matter was resolved'
e

r

itt Recommendations

e mitigation measures taken by the management' the Committee

ds that the matter be marked as resolved'

u orted Short-Term Loan

d in the previous Year, Note 9 (c) to the financial statements reflects Kshs

respect of short term loan However, details on the lending institution' interest

od of repayment, Princtpal payments, Board approval and other terms and

o for the loan were not Provided
umstances, the accuracy, completeness and validity of the short-term loan

8

c

Kshs. 147,5 I 8 as at 30 June 2O2l could not be ascertained

c ent Response

ttached the ledger, Contract between Kamweli, KREP Bank & Kiriwasco and

re v ent schedule which was provided for audit review

Observatio ns

ittee observed that whereas the management submitted the loans ledger to

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

contemplated under the Public Audit Act and constitutes an offence under
S

o 6 (2) of the Act

Recommendations

mittee recommends that-

the Accounting Officer should ensure timely submission of documents

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

Act, failure to which the Committee shall recommend for their

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

Audit Act; and

o

l.

42 lPage

Com

N

8:U

t4'1,5

n

As

rlom

IV'T

'Me

the

'the
I

'thc

llu



ll. Noting the mitigation measures taken by the management, thc
Committee recommends that the query be marked as resolved.

The company had a revenue shortfall of Kshs 39,353,871 in the financial year
under review-

The company failed to absorb Kshs 31,142,020 of its budget in the financial year
under review.

9: Budgetary Control and Performance
Review of the statementof budggt a4d actual,amounts indicated total receipts budget of
Kshs 2 16,697,4 I 6 against actual budget of Kshs 177 ,343,545 resulting in to unrealized
revenue collection amounting to Kshs 39,353,871. This is an indication of unrealized
targets. There is need therefore for the management to prepare a realistic budget. Further
the total payments budget amounted to Kshs 207,356,616 against actual payments of
Kshs I 76,214,596 again resulting to under absorption of Kshs 3l ,142,020.

There is need therefore for the company to have a proper budgeting mechanism with a

view to utilizing the budget in full for better service delivery to the ciiizens of Kirinyaga
County.

Committee Observations
The Committee observed that-

It

Committee Recommendations
The Committee recommends that-

i. the Accounting Officer should comply with regulation 42(1Xb) of the Public
Finance Management (Counfy Government) Regulations, 2015 on exerting
budgetary control measuresl and
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Management Response

During the budgeting period it was anticipated that Kerugoya Kutus Water supply
project would have been completed by 30ft September 2020 which would have injected
30,000 m3 per day but this was not realised within the financial year. In addition, we
expected to have a,new tariff in operation by 3l't December 2020 which was 4pplied in
May 2018 which would have boosted,increase in revenue, which dint happen. ffis
resulted company not realizing the projected budget projection hence resulting to a
shortfall of kshs. 39,353,87 1.

Under absorption of Kshs 31,142,020 this resulted due to shortfall of rbvenue in the

budget hence readjustment of company activities.



h Board ofD irectors should institute proper and realistic budget planning

ell as meas ures to enhance its own generated revenue' such as review of

il iffs and connection of more customers antl automation to address

enue leakages. The Auditor-General to confirm the effectiveness of the

gating measures put in place by the water company and rcport in the

sequent audit cYcle.

I ment of Conditional Liquidity Grants to Deferred Income without

r Budget
ent of profit or loss and other comprehensive income reflects Kshs'177'

s respect ofrevenues for the Year ended 30 June 2021 which includes Kshs' 17'

,6 respect of Conditional Liquidity grants for projects which were balances

iginal grants of Kshs 33'398 ,916. However, Kshs. 16,069,272 was moved to

S

tl

e

come but was not supporte d by the approved income and expenditure

fo
zed in the f,rnancial statements could not be

o the deferred income recogm
ess of the approved income budget and work

to cfual revenues received in exc

or each project in the year under consideration to warrant the accounttng

nt corded in the books ofaccount

tances, the treatment of the conditional grant in the financial statements

nce of the approved budget could not be ascertained to be correct

c ent Response

d income was recognized in the financial statement in line with IAS 20

tt c

en

Observations
ittee observed that the company gave a satisfactory explanation for the

of Kshs. 16,069,272 from Conditional Liquidity grants to defened income

tter was resolved

tt e Recommendations

th clarification bY the manageme nt, the Committee recommends that the

b marked as resolved.

ear adjustment:

come) to recognize CLSG grant in the profit and loss

e entity recognize expenses utilized up to June 2021

account over the Period

r

r Audit Mattcrs
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Appendix I - Progress on follow up on Auditors Recommendations- is incomplete as it
does not capture all the prior audit issues. It also excludes key columns for capturing;
issues raised, Management comment(s), focal point person to resolve the issue, .status
on whether the issue is resolved or not and the Time frame within which the issue(s)
will be addressed as required by the PSASB circular referenced AG.411613 vol. I (9)
dated 24th June 2020 issued regarding the preparation of annual financial statements
for the year under audit.

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

Committee Observations 
:

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

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

12: Non- Revenue Water
During the year under reyiew; Kirinyaga water and sanitation Company. Ltd produced
6,722,945 cubic meters (Mr) of water, but only 2,701,482 (M3) was billed to customers
atacostofKshs. 150,874,825.Thebalance of 4,021,463cubicMeters(M1),waterwhich
is approximately Sixty (60%) percent of the total production is unaccounted for Water

GruD which is way above the sector recommended limit of 25%o. according to the
water Services Regulatory Board (wASREB) guidelines, this quantity is thirty-five
(35%) percent above the allowable loss of twenty-five (25yo) percent. The
Unaccounted-for water of thirty-five (35%) percent or 2,353,030.75 (M3) of the water
produced may have resulted,in loss of sales estimated at Kshs.470,606,150 (which is
the minimum Tariff of water sale as per rhe water Act No. 8 of 2002 at Kshs.200 per
Mr)

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

Mauagement Response
NRW is caused by physical losses and commercial losses. Physical losses are caused
by old dilapidated infrastructure that has caused high operational costs in repair ofbursts
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S of water. For instance, Githioro water supply system was constructed in 1940'

ign population of 2500 PeoP le. Cunently, the system is serving more than

0 e, which is beYond its destgn capacity. Commercial losses are caused by

ty and illegal connections. The company has taken the following measures

reduction

Th

im

e compan

plemented in the FY 202012021

y developed Non- Revenue Water reduction plan which has been

2 company has shifted from UPvc pipes to HDPE pipes. this is because HDPE

s are more durable and elasti c than Upvc pipes. flrther, the company ts
r\.
piie

3

4

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

old Unplasticized polyvinyl chloride (PVC) pipes with High DensitY

PolvethYlene (HDPE) PiPes'

;#;;;r'ttro,rgn'r*a Water Works Development Agency has procured

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

i"lr"a*"d Metering of production units which has improved accuracy in water

priduction.
r,,hooirg of reticulation networks and connections which has enhance real-time

.bti o.i"g of leak detection/bursts and consumer connections'

Havins l00o% metering ratio'

clnu"irion of all class B meters to class c consumer meters to improve on

aqcuracy.

Uhearth all illegal connections and bypasses

year,202212023 the NRW is at 560/o as comPared to the FY

iJtee observations
onlmittee observed that-

,Ht;;-il;"n,r" wu,". stood at 6Ooh way above the allowable 25%o prescribed

b{ th" Wut.. Service Regulatory Board (WASREB) guidelines'

,1r;^ *"r_*.;u. wutJ. was aftributed to physical losses (old dilapidated

iJtur,-"*."; and commercial losses (faulty meters and illegal connections)'

Itnt ee Recommendations

5

6.

7.

8.

th

0

e

c orhmittee recommends that-

iil. i.""r*ing Officer should put in place comprehensive measures to

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

iJtt"- ,0" measures to include replacement of old age dilapidated

infrastructure, installation of smart meters for accurate bilting and the

a[plication of Geographical Information System (GIS) to receive real-time

dataforthedetectionofburstsandleakagesamongothermeasures.The
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the Governor of Kirinyaga county to collaborate with the Ethics and Anti-
corruption commission to ensure pre-emptive measures are put in place to
reduce cases of theft and illegal connections.

Managcment Response

The company initiated process of tariff renewal'application in the year 201g. This was
followed by a series of activities which involved wAsREB as regulator and on 9,h
March2022 public participation was carried out after getting clearance from wASREB.
After that the process was under WASREB until 3'd February 2023 whenit was gazetted
by wASREB. currently the company has effected the newly apprgved and gazetted
tariffstructurefortheperiod2022l2023to2024l2025.

Committee Observations
The Committee observed that-

i. the company operated without an approved water [4riff structure from the Water
Services Regulatory Board (wASREB) since 2019/2020 financial year upon
expiry of the tariff.

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

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

l4: Non-Renewal of Liccnsc

Auditor-General to review the implementation of the measures put in place
to mitigate the Non-Revenue water and provide a status update on the
matter in the subsequent audit cycle; and

It.

!i

l3: Expired Water Taritfs
The company has been operating without an 4pproved water tariff gtructure from the
water Services Regulatory Board (wASREB) with effect from 2llglzozo hnancial
year upon expiry and which have to date not been renewed.

In the circumstances, the,non.updptiqg of thg,watsr ariffs results to lower revenue
streams in addition to the lower customer deposits which may be inadequate to cover
for ugpaid bills in case ofdefault. 

:

ll.
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p has been oPerating without a License from the Water Services Regulatory

SREB) with effect from 20 MaY 2021 uPon exPiry and has since not been

ntrary to the Water Act 2016, Section 72 (c), which gives WASREB the

o setting I icense conditions and accrediting Water Service Providers

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

c ent ResPonsc

y was operatl ng with an interim license issued by the regulator on 206 May

period of two years up to 19m MaY 202l.According to WASREB' renewal

is supposed to be done 5 months before expiry of existing licence' The

pplied for licence renewal ort 22"d November 20l9.WASREB as regulator

March2022W ASREB conducted Public Participation on issuance oflicense

uentlY a new five-year license for the Period from 15fr December 2022 to

ber 2027 was tssued. The comPany therefore is operating under a valid water

vision License

e Observations

ttee observed that-

company oPerated without a valid license, during the period under revlew'

trary to section 72(c) of the Water Act,CaP.372

company has since acquired a valid license from the Water Services

gulatorY Board (WASREB)

ee Recommendations the Committec

e

he mitigation measures taken by the company'

nds thatihe matter be marked as resolved'

tc Bill lng
ects Kshs 150,874,825 in respect of income

a) to the financial statements refl

ng of customers. However, analYsis of the customer's records indicates that

ny had a total of 19,230 active connections as at 30 June 2021' with 10'368

ered with each being charged a flat rate of Kshs 250 per month irrespective

consumPtion
at a flat rate may result into loss of

cumstances, the charging of customers

or the comPanY
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Committee Obser.vation and Recommendation
The Committee observed that the 10,36g accounts that were charged a flat rate o[
Kshs. 250 were billed as per the water tariff structure at that ti." tn^ irr.
Committee rccommends that the matter be marked as resolved.

l6: Duplicate Water Meters
Note l0 (a) to the financial statements reflects Kshs 150,g74,g25 in respect of income
from billing of customers. However, included in the balance are estimated sales totaling
Kshs 324,765 from four.hundred and forty (440) duplicate water meters th^t 

"..;;;i;:in the water supply system but had.only one accourt.billed for revenue purposes.

In the circumstances, the tharging of,customers at an estimated rate, for the duplicate bills
may result to loss of revenue.

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

Management Response
According to the; company's register the total number of registered connection is
43,345. what varies is the identification of account due to 

"hang1 
of tenancy ro, ,"n,ui

houses. The report on registered connection normally giues ihe originar registered
connection while report on account will indicate total number of registered connection
inclusive of change of tenancy accounts. Therefore, there are no duprication of the
accounts in our database since each account has a unique identification number and its
tied to a specific location on ground through GIS mapping.

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

Committee Recommendatious
Noting thc clarification made by the managcment of the water company, thc
Committee recommends that matter be marked as resolvcd.
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7 mpliance with the Law on Fiscal Responsibility on Wage Bill

erefore it's important to retain the total number of 157 staff' As per WASREB

h k guideline, the comPany was at 5% staffper thousand connections which is

n set benchmark

any has Put the following measnres to attain 35Yo as per the provisions of

o -c

c

rc

s

c m

The current

increment is

lmprove on

ects Kshs. 92,664,60 7 in resPect ofPersonnel costs' However, this represents

J o of the total expenditure of Kshs' 176' 214,596, and is higher than the

ed threshold of 35Yo in accordance with the Water Services Regulatory Board

) guidelines

mstances, the excess personnel costs may negatively imPact on the comPanY's

t

ta ili and sustainability of services if measures are not put in Place to contain the

the accePtable level

A c ent ResPonse

ny had a staffestablishment of 159 staff where technical department had a

o 7 staff and suPPort staff were 52 in the FY 2Ol9l2O20' Since the comPanY

ntial service which requires more technical Stafffor efficient public service

25(l) (a) and (b) ofthe Public Finance Management (County Govemments)

t1 s,2015

,"4 rease in water coverage ratio without increasing workforce

CBA is based on performance which will ensure the staff salary

commensurate on revenue growth

collection efficiencY

m y strate gic plan 202112026 has set road map on company revenue growth

ee Observations

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

f personnel costs, which about 53o/o of the total expenditure of Kshs

,2 4, 96, and is higher than the recommended threshold of35% in accordance with

Services RegulatorY Board (WASREB) guidelines
c

t

nl ee Recommcndations
mittce rccommends that the Committee recommends that the Company

with the Provisions of regu lation 25(1) of the Public Finance

2015 which limits the wage bill

o

ha

n c ent (County Government) Regulations'
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to thirfy -five percent (35%) of the total
complement,

revenue and establish a lean staff

18: f,'ailure to Adhere to the Third rule on Basic salary
A review of 'the company payrorl reflected that the company deducted ag.rounts of
Kshs.16,550,260 from its 159 emproyees in the process .*...aing a third 

"i;;;;;ri;pay contrary to Section I9(3) of the Employment Act,2007 which states that without
prejudice to any right ofrecovery ofany debt due, and notwithstanding the provisions of
any other written law, the total amount of all deductions which under the provisions. of
subseption (1'), may be made by aq emproyer from the wages of his g-pr"r.. 

",."rr-"r"time shall not exceed two-thirds of such wages or such add-itional o, othi. u*gunt as may
be prescribed,.by the Minister either generally or in reration to a specifieJ .;il;.;;
employee or class of employers or employces or any trade or industry;

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

Management Response.

During the period under review, The National Government granteJ tax relipf to all
entployees as part of the COVID-19 Containment measures. Employees utilized the
resulting increment in the net salary to appry for roan facilities with: financial
institutions' on the expiry ofthe tax relief, the iota a.ou.tions for the officers exceeded
the two-thirds stipulated by the law. currently the company is in compliant

Committee Observations
The committee observed that a review of the company payrorl reflected that the
company deducted amounts of Kshs.16,550,260 from its 159 employees in the process
exceeding a third of their basic pay contrary to Section r9(3) of the Employment Act,
2007.
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Committee Recommendations
The Committee recommends that-

i' the accounting officer adheres to section 19(3) of the Employment Act,2007
with regards to the one-third rure on basic sarary. The Auditor_Generar to
monitor the matter and provide a status update in the. subsequent audit
cycle; and

ii. The matter be marked as unresolved.



9: lc

pa

ar

co

r Staff DiversitY

ny had 159 employees as at 30 June202

b from the dominant ethnic Community'

f(e) of the CountY Govemment Ac

lrts to ensure that at least thirty percent o

[ndidut.t who are not from the dominant

l. However, 147 members of staff

This contravenes the provisions of

t, 2Ol2 which requires CountY

f the vacant posts at entry level are

ethnic community in the county'

r
6

c

tances, the management was in breach of the law

ment ResPonse.

staff were recruited during the company's inception in year 2006 when

o Xe) of the County Govemments Act,ZOlZ was not in place

ny

o

year under review the COMPANY BOARD advertised for various positions

ga Water and sanitation company website and newspaper of national

clearly indicating that the Cornpany is an equal opportunity employer and

sponses from interested applicants

most of the applicants were from the dominant community resulting in

lo ent of large population from the same communitles

SO portant to note that most of the staff in the Company were inherited from

ater which had a staffestablishmentthatwasdominatedbythelocalethnic

in the ComPanY

y Respects Section 65 1(e) of the County Government Act, 2012 and is

wards meeting the legal requirement for diversity. Currently the Company

it' at and undertake to imProve desPite the recruitment challenges

eJ

o

lV

c

p
F.

r

c

it e Observations
tg\yo of thestaff are from the dominant community which

C n1 ttee observed tha

f Section 65(e) of the County Government Act'2012
e s the provisions o

m it e Recommendations

o mittee recommends that-
oflicer makes deliberate efforts to.T e Board and the accounting

5 of the County Governments Act, 2012
p gressivelY comPlY with section 6

ich provides that at least thirty percent 30'/. of the vacant Posts at entry

el be lilled bY candidates who are not from the dominant ethnic

mmunitY; and

e

T Board and the accounting officer to make deliberate efforts

mply with section 7(1) and (2) of the
ressivelY in the endeavor to co
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National Cohesion and Integrity Act, 2008, which requires that public
establishments shall seek to represent the diversity of the people of Kenya
in employment of statf.

20: Non Gazettement of Board of Directors
The company had 7 board members serving during the year ended 30 June
2O2l.However, the board of directors have to date not been gazetted contrary to
Mwongozo 2015 chapter one, l.ll which states that each board member shall be
formally appointed to the Board through a Gazette notice and thereafter an appointrnent
letter.

However, the auditgrls ob5ervation has bro.qghl thg company,s into attention on cited
requirement in Mwongozo guideline and will be,subsgquently comply with it.

Committee Observations
The Committee observed that the company failed to gazette the board of directors as
required by chapter one of the Mwongozo Guidelines 20i5.

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

21: Long Outstanding StaffImprest
Note 4 reflects Kshs. 136,965,069 in respect of receivables of which includes of Kshs.
4,572,727 in respect of staff debtors as at 30 June 2021. However, included in the staff
debtors are long outstanding imprest of Kshs. 3,g47,Oll rhui hur. remained
unrecovered for periods beyond six (6) months.
Further, eight (8) officers were issued with more than one imprest totaling Kshs.
1,418,770 without surrendering the earlier issued imprests. This is in contravention of
section 92(8) of Public Finance Management (county Government) regulations which
requires an accounting officer to ensure that no second imprest is issued to any officer
before the first imprest is surrelrdered or recovered in full from his or her salary.
In the circumstances, the Management was in breach of the law.
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Management Response.

In appointment of the directors, the company was guided by companies Act 2015,
WASREB corporate Govern4nce Guideline 3.4.5 and memorandum and articles of
association.



A ent ResPonse

ementing control measures the company, long outstanding unsunendered
c

r uced from Kshs. 3,847'011 to Ksh' 1,544'338'

t of eight officers issued with more than one imprest totaling Kshs' l'418'770
S

accounted fullY

itt Observations

ittee observed that-
any's staff had long outstanding imprests totaling to

o e of the water comP

s. 3,847,01I which had been outstanding for more than 6 months

ht (8) officers were rssued with more than one imprest totaling Kshs

18,770 without surrende ring the earlier issued imprests contrary to sectlon

z(a; of luutic Finance Management (County Govemment) regulations

itt e Recommcndations

C ittce recommends that-
to take immediate action to recover the

h Accounting Officer

un urrendered imPrests amounting to Kshs. 3,847,011 from the defaulting

cer with interest at the Prevailing Central Bank rate faiture to which the

ounting Officer commits an offence under regulation 93 of the Public

Fi ance Management (CountY Governments) Regulations, 2015; and

e Accounting Ofticer ensures strict adherence to Regulation 93(5) of the

lic Finance Management (County Governments) Regulations' 2015'

ich requires holders of temporary imprests to account or surrender them

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

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

M nagement (County Government) regulations which rcqulres an

ac ounting officer to ensure that no second imprest is issued to any officcr

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

sil ry; and

Tlr e matter be marked as unresolved'

L ng Outstanding Trade Creditors
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In the circumstances, the Management was in breach of the law

Management.Response

The company had a discussion with the office of the auditor General and agreed on
payment plan dated 25'h May 2o2l of ksh. 100,000 per month in order to.settle the
arrears. The company has so far paid Ksh. 800,000.
Committee Observations
The committee,observed.that the company entered into a payment agreement with the
Auditor:General in order to clean the- outstanding audit fees of Kshs..3,41d,000.

Committee recommendations
The committee recommends that the Auditor-Gencral to review the company,s
compliance to 'the,repayment,plan gpd give a status update of the same to the Senate
during the subsequent audit cyCle.

23: Non-Payment of Corporation Tax
As reported in the previous year, Note 9(f) reflects Kshs. lg6,3g6 in respect of taxation
relating to tax payable for the 2018/2019 financial year which has not been remitted to the
Kenya Revenue duthority to date. Further, the company has not filed tax retums since
incorporation in2006. This is contrary to section 92(A) of the Income Tax Act,2012
which states that "where any person is.required to fumish a retum.under section 52B, the
tax chargeable there under shall be due and payable on the last day ofthe fourth month
following the end of the year of income or accounting period.

Management Response
The process is ongoing to ensule the company is compliant with KRA

Committee Observations
The Committee observed that the financial statements reflected Kshs. lg6,3g6 in
respect oftaxation relating to tax payable for the 2018/2019 financial year which has
not been remitted to the Kenya Revenue Authority to date. Further, the company has
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Note 9 (a) to the financial statements reflects Kshs. 96,911,065, in respect of creditors and
accruals which includes Kshs. 75,577,334 in respect of trade creditors. However, trade
creditors include an amount of Kshs. 3,480,000 in respect to outstanding audit fees payable
to the Office of the Auditor-General which has been outstanding since 2006/2007 financial
year. This is contrary to Section al(l)(c) of the Public Audit Act, 2015 which states that
the funds of the Office of the Auditor-General shall consist of audit fees charged at the
rates prescribed by the Auditor-General.



fiI d retums since incorporation in 2006' This is contrary to Section 92(A) of

Tax Act,2012

itt
C nl

a

a

c

Accounting Officer comP lies with section 92(A) of the Income Tax Act'

.470 on paYment of tax and Section 22(2)(a) of thc Public Finance

nagement (CountY Gover nment) Regulations, 2015, which provide that

accounting officer to comply with any tax, levY, dutY, Penslon'

o mitments and audit commitments as may be provided by legislation;

Board of Directors to surcharge the Accounting Officer for any

Ities or interests that may accrue due to late payment of corporation

of Annual ComPanY Returns

any was incorPorated under the Companies Act CaP 486 of the Laws of

wever, it has not been f,rlling annuaI retums to the registrar of Companies

Recommendations
ittee recommends that-

Observations
ttee observed that the company had not provided the supporting documents

f returns for the year under review during the time of audit

it e Recommendations

m ittec recommends that-

h Accounting Oflicer complies with section 125 of the Companies Act'

ery company having a share capital shall' once

section 125 of the Companies Act which stipulates that every company

are capital shall, once ai least in every year, make a return' and the said

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

I

o

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

and is exposed to hnes and penalties

c ent response

y has been filling returns to the registrar of the company find the attached

Rl2 and filed return to the Registrar Company

ue

itt
m

0 5 which stiPulates that ev
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at least in every year, make a return, and the said return shall be in the form
prescribed and shall be submitted on the fourteenth day after the date of
the annual general meeting and section 2z(z)(a) of the public Finance
Management (County Government) Regulations , Z0lS, which provide that
the accounting officer to comply with any tax, levy, duty, pension,
commitments and audit commitments as may be provided by legislation;
and

25: Information Technology and Communication (ICT) Control weaknesses
As reported in the previous year, the company does not have an approved ICT policy,
security policy, environmental policy and Information Technology (IT) coatinuity,plan,
disaster recovery plan and risk assessment policy.

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

Management Response

currently the company has an approved ICT policy which comprises Security policy,
Environmental policy and IT Continuity pian, Disaste. R."ou.ry plan and fusk
Assessment Policy.

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

Committee Recommendations
I'he Committee recommcnds that the Board of Directors ensures that the water
company puts in place all internal control systcms such as the Internal Audit
committee as provided under section 155 (5) of the public Finance Management
Act,2012, and a Risk Management Policy as provided under section r5g (l) of
Public Finance Management (county Governments) Regulations, 2015 anqng
others to guide the internal operations of the water company. Further, the
managements to submit evide nce of the same to the Auditor-General for
verification; and

5TlPage

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



L nterprise wide Risk Management (ERM)

does not have an Enterprise wide Risk Management (ER\O in Place or

gementPolicy and Framework (IRMPF) to guide its strategic and oPerational

vl ontrary to Public Finance management regulati ons 2015, Section 165' (1)

ch reduires that' The Accounttng Officer shall ensure that the government entity

(a) risk management strateg ies, which include fraud Prevention mechanism;

system of risk management and internal control that builds robust business

c rnJunv rnuy not be having an adequate fraud prevention mechanism and a system

*Jn*"rn.n, and intemal control that builds robust business operations' Further'

a

onE

e

m afement was in breach of the law

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

require that I PIan and Perform the audit to obtain assurance about whether

processes and sYstems of internal control, risk management and overall

were operating effectivelY, in all material respects. I believe that the audit

ce I have obtained is sufficient and appropriate to provide a basis for my

ion

ement ResPonse

tl/ the companY has an approved Enterprise wide Risk Management (ERM)

will assist company in guiding its strategic and operational activities

ittee Observation
mmittee observed that the company did not have a Risk Management Policy and

work (IRMPF) during the time of audit, but was later developed

ittee Rccommendation

mittee recommcnds that the Board of Directors ensures that the water

puts in place all internal control systems such as the Internal Audit

0

ttee as provided under

12, and a Risk Management Policy as provided under section 158 (1) of
section 155 (5) of the Public Finance Management

Ttn
to

ance Management (CountY

guide the internal oPeratio

Governments) Regulations, 2015 among

ns of the water company' Further' the

ts to submit evidence of the same to the Auditor-General for
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CHAPTER FOUR

REPORT ON THE AUDITED FINANCIAL STATEMENTS FOR MALINDI
WATER AND SEWEMGE COMPANY LIMITED F'OR,THE FINANCIAL
YEAR 2020t2021

The Governor of Kilifi county Hon. Gideon Maitha Mung'aro, oGW, appeared betbre
the committee on Thursday, 27th April, 2023 to respond (undbr oath) to audit queries
raised in the Report of the Auditor-the General'on Financial Statements for Malindi
water and Sewerage company Limited for the year ended 30rh June,202t. He was
accompanied by-

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

-,CEC\I. Fr4pnce Economic Planning
- CEQM- Water
- Ag. Managing Director
- County Chief Officer -Water

The Malindi water and Sewerage company Limited is wholly owned by the Kilifi
County Govemment.

REPORT ON THE FINANCIAL STATEMENTS ::

The Auditor-General rendered a qualified opinion on the Finatcial Statements of the
Malindi Water and Sewerage Company Limited for the financial year Z0LO/2021 onthe
following basis -

Unreconciled Refundable Custbmer Deposits

The statement of financial position and as disclosed in Note 34 to the financial
statements, reflects customer deposits balance of Kshs. 56,717,s64. However,
supporting records provided for audit review indicated related bank balance of Kshs.
172,996 as at 30 June, 2021, resulting to unreconciled and unexplained variance of
Kshs. 56,544,568.

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

Management Response

The management provided a copy of the customer Fixed Deposit Register showing the
customer deposit amount of Kshs. 56,717,564 as at 30 June 2021. Further, the
management indicated that the variance of Kshs. 56,544,569 was yet to be transferred
to the Fixed customer Deposit Account from the Revenue main account.
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he d ds at Mar

o tee Observationsm

so indicated that all monies were received and banked in the matn

d subseq uently transferred to dePosit account to refund what was

sit accoun t. The management Provided evidence of the amounts that

ch2023,that stood at Kshs' 5'165'305

Co ittee observed that -

). fvidence of refund of Kshs 5'000'000 (IGhs' 1'000'000 Monthly) was

provt

unreconciled baIance of Kshs. 56,544,568 was held at the main revenue

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

no repayment PIan was Provided for audit bY the Accounting Officer to

demonstrate how the balances were to be cleared; and

). no Customer DePosits Management Policy was in place

n] remains unresolved'

tt[e Recommendations

nlmittee recommends that -

nt hasis of Matter

rial Uncertainfy Related to Going Concern

)

ded to the Auditor-General and verified;

the Accounttng Officer did not Provide evidence to indicate that the

)

q

C

T

i. the Accounting Officer should' within 60 days of the adoption of this

report, submit to the Auditor-General a repayment plan with clear

timelines for the repayment of the customer deposits;

ii, the Board of Oitt"io" lnouta put in.-place a Customer Deposits

Management f ofi"y to gttiO" oo """t"' 
utilization and refund the money

within specified tirntiirri'' Further' theAccounting Officer should ensure

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

utilization of the dePosits; and

tti. ;;;T;;"it"* oin"tt suouto ensure that all customer deposits are

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

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

charges- fU" A"to'niio* Otnttt should submit evidence of the samc to

the Auditor-G"o"tul *'ih'o eO days of the adoption of this report for

verificationl and 
,- ^*^- --,r o,,hrnit a status report in

il. the Auditor-General to review the matter and submit a status repo

thc subsequent audit cYcle'

a
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During the year under review, the company reported a net profit of Kshs. 9,244,975(2020: Loss of Kshs. 45,646,359), resulting in a cumulatiu. ,.tuin.a O'.ir"rlr''r,
Kshs'395,195,690 as at 30 June, 2021 (Kshs. 404,140,666 2019/2020). Furrher, thecurrent liabilities of Kshs. 79g,5r2,g07 exceeded the current assets balance of Kshs.444,688,056, resurting in a negative working capitar of rrrrr. ii:,siafsi'riarirr.
3v9;595,02.6;20r9/zozo),an indication that the company may be experiencing financialdifliculties in settling financial obrigations as and when they may falr due.

The gxistence of the above material uncertainty casts significant doubt on the
Cgmpanyls 4biliff to,coniilu.q 

^ u going cer-rqerr] it. nr;*i, ;;#;;;;"*
prepared on a goiqg concem bagis on the asqumption rhat the company ;iii;;il;;;;
receive financial support from the counfy Gtvernnrent of Kilifi, i,, ;;**I;;;
bankers' However, this materiar uniertainty in relation ,o ,oi.,g';;- and anymitigating measures put.in place by the company ro reverse ,i" *o.rir"ur. nn"n.iur
position have not been disclosed in the financial statements.

Management Response

The nranagement submitted that the ulcertainty was due to negative working cash flow
and indicated that they'were undertaking the f<illowing mitigation measure;., : .

i). Increas<i w4.9r coverage in.the area to inclqase revenue base through the on_

... go-g Nelwork Expansion and Effrciency Imp,iqvement Initiatives.ii) appfiqd for p pgsreffegtivq tariff on No oUleciion on tariff application.
iii). Lrndertake qfficient measures rike f.urther 1.dr.,i;"-;;-;:i;, tor, lnon_
. . rryqnu" water loss) through N\W interventions in progress.
iv). Address the historicar debt issue with the coast watei"works Development

Agency (fopgrly coast water Services Board) with a possibirity of write
off.

They further in{icated that the water .o,4p*y was undertaking the Utirity Tum Around
program on pe rformalrce improvement.

Committee Obsbrvations

The Committee observed that the query had recurred fiom the previous financiar years
and that it remains unresolved as _

i). whereas the company realized a net profit of Kshs. g,244,g75 in the year
under review, it had a negative working capital Kshs. 353,g24,g51ou"i ,h.
same period meaning trrat the company could not settre its financial
obligations as and when they fall due;
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It UIr" *u,., company was technically insolvent

L;";;* on continued suPPort from the

Jreditor; and

[tu*u;* measures put in place by the com

*rnu.r.iuf position were inadequate'

, meaning that its survival was

CountY Government and its

pany to reverse the undesirable

o

u

m

C

ee Recommendations

mittee recommends that -
uld take keen interest in the

. the Governor of Kilifi CountY sho

ter comPanY in line with Article
nagement and oPerations of the wa

. the Accounting Officer sho
179

rcgard to the financial and

(4) of the Constitution;
uld preP

non-financia

are and submit quarterly reports in

I status of the water company ln

line with section 166 of the Public Finance Management Act' Cq 4l2A;

. the CountY Executive Committee Member in charge of water should

take full resPonsibilitY for monitoring the financial performance of the

countY corPoration in line with section 184 of the Public Finance

Management Act CaP 412A and regularlY rePort to the Governor

through the CountY Executiv e Committee in line w ith Article 179 (6) of

v).

v)

ma

the constitution; 
-L ^"r'r ""rlerteke annual reporting on county

the County Treasury should undertake annt

Corporation including an assessment of thc commerciat viability of the

company in line with tn]-ttu"O"Os set by the Water Services Regulatory

Board under section zilzl or tnt *i':t 1:t',:-"p 
3?2; and

. the Accounting Officer'iot"U' *Uo'o 60 days of the adoption of this

report, put in place ttt"i"git and innovative measures for recovery and

to boost the financial health of the water company for self-sustainability'

Additionally, th" t^;;;;;"ot t"ti"*t and regularizes the company's

existing assets and n"Jt'"pi"tta assets register that reflect the current

financial position' f "tin"n 
management to determine and ascertain

their comme."ior ,iuiii-tv u.-."qrril"a by the public Sector Accounting

Standards Board (PSASB)'

h 1$atter

fft*ing issues were raised by the Auditor-General under Other Matter -

dgetarY
of comParison of budget and
Control and Performance

actual amou nts reflects revenue final budget

ections on comParable basis of Kshs.996,252, 351 and Kshs. 742,619'923

,428 orZlohof the budget

e

sp tivcly, resulting to a revenue shortfall ofKshs.253,632
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Similarly' the company expended Kshs. 7g4,3g3,565 against an approved budget ofKshs' 996,252'351, resurting to an under-exo"rai*. 
"f 

;irhr. ,*,lilrlir? 
" 
r 20o/o ofthe budget.

The management fi.u1her stated that they wourd review the budget in the mid_yearappropriately to reflect the actuar revenue to be colrected and the J*p".rai*.. costs tobe'inourred' The management acknowledged that set budget was an ambitious one tostretch the mdnagement in serving the residents.

The committee observed that the query had recurred from the previous financiar yearsand tliat it remains unresolved as -

Committee Observations

Committee Recommendations

The Committee recommends that _

i)'the water company had a revenue shortfall of Kshs. 253,632,42g or 25yo ofthe budget and an under-expenditure of Kshs. 20l,g5g ,,7g6 oy 20%o of thebudget which could have had an adverse impact on service dqlivery and thecompany's plans; and
ii)'the Accounting officer admitted that the approved budget was ambitious,casting doubt on the water company,s abitif to tully;;t;;;;.';;;..

the Accounting officer did not provide .;"rr;-;k;;;;',;."* ,i.,revenue.

i' the Accounting officer shourd compry wirh reguration 42(1)(b) of thePublic Finance Management (County Government) Regulations,20l5 onexerting budgetary control measures;
ii' the Board of Directors shourd institute proper and rearistic budgefplanning as well as measures to enhance its ov

as revicw or rarirrs, connection or more "rrlJf:l:XTt"llHll;'Jiiaddress revenue leakages. The Audito._C"n..ut to confirm the

;iF,;"

The revenue shortfall and under-expenditure had negative impact on the planned goarsand objectives of the company. v. ure pr

Management Response

The management submitted that the shortfa, in the, budget was because of majorcustomers, who are mainly the hotels ;;;; on p*"hur. of water because:of lowbusilress'oh the industry. ihe under.^0"*;;;;s because,of lciit revente co,ectionfrom the sales.
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ness of the mitigating measures put in the water company and

port the subsequent audit cYcle'ln

) Prior Year Matters , --^^^r',-,r \{enagemeflt has not provided
ear audit issues remained unresolved' Manageme

delay in resolving *" ;;;;;;lualt issu"s' lTn*'the 
unresolved

es are not discrosed *o".;.,* progress on fo*ow up of auditor's

ns section of the financiu' 'ot"t"no 
as required by the Public Sector

c

o

e

o

Standards Board

nt ResPonse

included the Progress on Prlor Year audit issues in the financial report

21 on page 48 on follow uP on Progress of Auditor recommendations

tt c Observations

o

ttee observed that a progress report on prior year audit issues had been

the management for audit review' However' numerous queries were still

"J 
*u, ,t 

" 
q.t"ry remains unresolved'

itt Recommendations

mitt
from

ee recommends that the Account

an audit that remains outstand

lng

p 4l2L; a

ing as req
Officer should resolve anY issues

uired by section 149(2)0)

nd the Auditor-General

CS

P

a status uP
blic F inance Management Act' Ca

date on the Progress madeonthematter in the subsequent

p

a le upon review of the Progress report.

R
U

ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC

CES

to Article 229 (6) of the Constitution, based on the audit procedures performed

uditor General, the following matters formed the basis for conclusion that

sources were not applied lawfully and in an effective way -

e and Other PaYables

ment of financial Position and as disclosed in Note 32 to the financial

s reflects trade and other paYables balance of Kshs.662,202,655, out of which

of Kshs.587,812,801 relates to long outstanding creditors that were over 180c

o of the Malindi Water and

S ol This is contrary to Provisions of Section 13' 1
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Sewerage company Limited Accounting and Finance procedures and policies Manual,2015 which provides that, alr liabilities-are reviewed on a monthly basis to ensure theCompany is able to honor its obligations as and when they fall due.

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

Management Response

The management submitted that trade and other payubr.s un,o,.,,t of Kshs. 662,202,655included Kshs. 547,562,47s.7s to coast wu,". w-rr;;i;ffi,;;;., (formerrycoast water Services Board). The management also added that the Board oversaw theestablishment of an appropriate tariff to *.ou".
as we, ., 0,, ;; l[ ;;il;;;;';; ffi i:':';:l,|;#:Ti.il,;:Ti:rff
Agency.

The management admitted that the water company had not been abre to pay in fu, allits creditors'due to inability to cover alr the costs over the trading period leading to anaccumulation of the debts over the period. They arso acknowledged the issue as achallenge that they wourd overco-. orr". time, when the company. recovered its costs.They provided a statement indicating payment movement to coast water worksDevelopment Agency for scrutiny.

The Committee observed that the query remains unresolved as _

i)' the Accounting officer admined that the water company had cashflowchalrenges that impaired the abirity to meer itr fi"un;#;;igution, u. *awhen they fell due; and
ii)' measures to improve revenue to enable the .water company to tackle thepayables were not provided; and
iii)' a repayment plan o, how the outstanding payabre to coast water worksDevelopment Agency would be paid was not provided.

Committee Recommendations

The Committee recommends that -
i)' the counfy Executive committee Member in charge of water shourdcontinuousry monitor the financiar performance of the waterin tine with section 184 of tne puuiic ilffi;;;;"_Jl iT.;ll4r2A aad report on the same to the county Execritive committee,making recommendations on how the ,ort.. *.puny 

""o i.p.ou. it,performancel
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ithin 60 daYs of the adoPtion of this rePort' the Governor of Kililt

ountY should engage the Coast Water Works Development (formerlY

oast Water Services Board) and agree on a repaym ent plan and file a

eport on the same with the Auditor-General for ver ification- Auditor-

cneral to Provrde a status update on the matter in the subsequent audit

cle; and e total comPliance with the

ocedures and Policies Manual'he Accou nting Officer should ensur

ompanY's Accounting and Finance Pr

015

li ation of Unauthorized Tariffs
did not have a current approved tariff

vear under audit review, the ComPanY

m the Water Services Regulatory Board, contrary to Rule 32(2) of the

that all licenses to contain the

Se ices Regulatory Rules, 2012, which require

which such tariffs maY be adjusted at least once in every three Years

n available shows that the ComPanY used the aPProved tariff structures for

n 201712018 to 20 lgl2}2}. The Management aPP lication for a review and

al of new tariffs had not been acted on asofJarr:uarY'2022

cl umstance, Management was in breach of the law

o ent ResPonse

had initiated the process of tariff
ement submitted that the water company

on which was at an advanced stage They added that the tariff aPPlication

being handled directly by the regulato r unlike previouslY where it was done

S as

h Coast Water Services Board'

o

nl ec Obscrvations

ittee observed that the query remains unresolved as -

water comPany used unauthorized tariffs for the period under review contrary

rule 32(2) ofthe Water Services Regulatory Rules' 2012;

e management had initiated tariffreview and approval of new tariffs, but it had

ot been acted on as of January, 2022 and no exPlanation was provided for the

Iay

)

i)

ittcc llccommendations
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The Committee recommends that _

REPORT ON EFFECNVM{ESS OF INTERNAL CONTROIS, RISK MANAGEMENTANDGOVERNANCE

Pursuant to section 7(l) of the public Audit Act, based on procedures performed by theAuditor,Gerleialr thp following,mattqr fqrr.nqd lhe basiq ro. .onctuion that internalcontrols, risk mapagement and overall govemance were not effective _

Over-Commitment of Staff Salaries

The statement of profit or loss and other comprehensive income reflects administrativecosts of Kshs.346,3gr ,673 u disclosed under Note l l to the financial statements.Included in this amount 4r9 staffcoqts of Kshs.l95,109,166 paid to two hundred andfour (20a) employees both in Management, unionisable and temporary employees.
Revibw of the'net salaries and other staff dues revealed ,n" 

"*""i, ""irmitted 
theirsalaries beyond two thirds (2/3) of their basic salaries,.contrary to section c.l (3) of thePublic Service'commission Human Resources,poricies and procedures Manual, May20t6.

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

Management Response

The Management acknowledged that some staff had exceeded the r/3 rule under thePublic Service HR policies and procedures. The management indicated that they hadput the relevant staffon notice, giving them a deadline for.the financial yeatr 202r/22 toclear of the breach. They firther indicated that management controls were in prace toensure the matter does not happen agairr.

6TlPage

i)' within 60 days of the adoption of this report, the Accounting officer, andthe Water Services Regulatory Board (WASREB) should finalize thetariff review and approvar of the new tariffs and submit evidence of thesame to the Auditor-Generar for verification. The Auditor-Gcncrar toprovide a status update on the matter in the subsequent audit bycre;ii)' the Accounting officer should that tariff adjustment is undertaken asrequired by water Services Reguratory Board (wASREB) Tariff
Guideline, 2023; and

iii)' in rine with the 
,*ASREB Tariff Guiderine,2023, *ASREB shourd

:nsure 
tofar compriancc with guiderinc 4.0 0n the Taritf Adjustment

Process which provides that t[1 p.o""ss sha[ take a maximum of sixmonths from the receipt of a 
"omiletc application.

,
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mittee recommends that the Accounting Officer should comply with

(3) of the Employment Act' Cap 226 regarding the one third rule on the

emo on the directive was Provided for scrutiny' All personal staff pay roll

were aPProved at Management level before being effected'

Observations

ittee observed that the query had recurred from the Previous financial Years

gement took remedial measures that were verified bY the Auditor-General

ered the query resolved

Rccommendations

on the basic salary'

'l'he

and

and
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REPORT ON THE AUDITED FINANCIAL STATEMENTS FOR TUANOTRAWATER AND SEWERAGE COMPANY LIMITED FOR THE FINANCIAL
YEAR 2020/2021

The Govemor of Mandera counry, Hon' Mohamed Khalif, EGH, appeared before theconunittee on Tuesday,25'h July, 2023 to respond (under oath) to uuait queries raisedin the Report of the Auditor General on Financial Statement for Mandera water and
Sewerage company for the Financiar year 2o2o/20rg.r. *rrl.."*;;;;;;;'_"'"' ''"

Mr. Billow Hassan

Mr. Ibrahim M. Adan
Mr. Hussein Somo
Mr. Kassim H. Abdinoor

CI{APTER FIVE

- County Secretary
- CEC Finance

- County Attomey
- MD MADWASCO

I

ii
iii
iv,

The Mandera water and Sewerage company is wholly owned by the Mandera county
Govemment.

REPORT ON FINANCIAL STATEMENTS

The Auditor-General rendered a quarified opinion on the financial statements of
I "o*r 

water and Sewerage company for the period under review on the following
oasls.

lnaccuracies in the Financial Statements

The statement of financial position reflects members, equity balance of negative
Kshs.42,304,98r and as disclosed under Note l9 to the financial statements. However,
note 19 reflects an amount of Kshs. 99,920,746.In addition, the members,equity wasnot reflected in the statement of changes in equiry reflects. Further, the statement offinancial position reflects retained eamings of nlgative Kshs.20,430,g7g. Howeveq thecumulative retained eamings were Kshs.33 ,372,7gr as reflected in the statement ofchanges in equity. In the circumstances, the accuracy of the financial statements could
not be confirmed.

Management Response

At the time of preparation of the response we discovered an error with respect to theparagraph on inaccuracies of financial statements of which Kshs. 99,920 ,746 wasreported instead of Kshs. 42,304,99r. This was brought to the attention of the auditorwho agreed with our observation. chair, the rrgure of Kshs. 33,372,791 disclosedcorrectly in the statement of changes in equity is the cumulative retained rossescomprising of Kshs. 20,4i0,878 which is the net retained losses for the financial year
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le

l3
that was disclosed in the statement of f,rnancial position and the Kshs

"* 
O in. net retained losses of the previous year'

I

t:::T::il: that the members' equirv of Kshs'42'304'e81 was not

the statement of changes in equity'

Recommendations

ittee recommends that;

c Accounting Officer should comPlY with section 149(2) of the Public

nce Management Act' 2012 with regard to PreParation and

agement of financial and accounting recordsl

Accounting Officer should enhance the caP

ents to comPlY with the accoun

acity of ofhcers Preparl

ting standards and shou

ng

ld

n ncial statem
technologY and Processes that reduce inaccuracies in thc

u ther invcst in

paration of financial statements; and

e matter remains unresolved'

Matters

matters are those matters that' in my professional judgment' are of most

e in the audit of the nt'untiut statements' There were no key audit matters to

c

ln

atters

t ry Control and Performance
ts reflects revenue budget and

venue on comParab
ent of comParts on ofbudget and actual amoun

le basis of Kshs'462'829' 534 and Kshs'387,506'403

der-collection of revenue ofKshs. 75,323,131 or 16% of

089,763 against an actual

t

d

tl ely, resulting to an un
mpany exPended Kshs'361'

n of Kshs. 101,139,111 otd et. SimilarlY, the Co

f Kshs.462,829,534 resulting to an under-absorPtto

of budget. .. -:r^-r-

absorption may have negatively impacted on service delivery to the residents

r
ra town and its envtrons

ment ResPonse

was to be financed bY sales' grant from the counU

company's budget

ent of Mandera and donor funds. During the financial Year under review, the

adverse effects of

p was not able to collect all the revenue from sales due to the
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the c,ovlD-19 and drought. Similarly, the donor grants component was not received asper the signed fi,ancing agreements. This *u, u*r,".'";:':.T:':i-
ongoing and their runds iryas to be released ,n onur:::uute 

some of the projects were

chair, the following were the projected donor grant which were not realized as per theinitial fi nancing agreement:

' conditional rilifitr support grarit'(cL,SG, I),from worrd, bank of Kshs.' 69,675,000 to mitigate erects o-rcoun ,s was not disbursed fully.,As at theend ofthe financial year, only Kshs.23,300,06r was disbursed.

' EU drought ending project under EUCIpRA program was derayed due toinsecurity conci'ms'1". 
*r.ounty. tt. 'initial' piojecf budget of Kshs.67'517,537'27 was not 'fury impiemented as'the donoi dislursed,:Kshs.52,479,683attheendofthefinrincialyear2020/21:'.

It is worth noting that in_the year una".."ui.*, the actual revenue.rbceived of Kshs.387 
'506,403 was almost fully absorbed at an absorption rate of 93yras shown in thestatement of comparison of hudget and actual estatements. 

.. vr (,q\r6ur o,ru aclual amounts on page 5, of the financial

Committee Observations
The Committee observed,thalg._9orP*y expended Kshs.361,0g9,763 against anactual budget of Kshs'462,g2g,534 ,.rutring' in an under-absorption of Kshs.101,739,771 or 22%o of the budget.

Committee Recom mendations
The Committee recommends that-

t. the Accounting officer shourd compry witri reguration 4z(r)(b)of the pubricFinance Management (County Cor".n_"rrg i"gufrtion., ;;a ;;;_;,",budgctary controt measuresl and

the Board of ,Directors shourd institute proper and rearistic budgetplanning' The Auditor-Generar to confirm the effectiveuess of themitigating measures put in place by the water company and report in thcsubscquent audit cycle.
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AND EFFECTIVENESS IN USE OF PUBLIC

ES

to Art\cleZ29( 6) of the Constitution, based on the audit procedures performed

itor-General, the following matters formed the basis for conclusion that

so
1"

ces were not applied lawfully and in an effective way-

onclusion

petitive Procurement of Fueln- o

e

was

o

p

itt
nl

pl r
c

R

the administration costs of Kshs 48,4l2,7g4under Note 10 to the financial

ls an amount of Kshs. 18,123,743 relating to transport and fuel exPenses

noted that, out of the fuel worth Kshs 7,77|,OOO Procured during the

rth Kshs. 6,322,000 was Procwed from one seryice station while fuel

ng to Kshs. 1,457,000 was procured from other prequalified suPPliers' This is

regulation 91(5) of the Public Procurement and Asset DisPosal Regulations'

hi h requires enttttes to ensure a fair and equal rotation amongst the Persons on

ified list

nt ResPonse

urchases fuel from different suPPIiers every financial year and since the

of fuel at all Petrol stations in Mandera are the same as set bY EnergY

Regulatory AuthoritY. It is the PolicY of the company to competitively source

of fuel between the Prequalified list of fuel suPPliers for the different Years

nder review was marred with COVID-I9 Pandemic effects that disruPted

of manY businesses including the fuel suPPliers. The said station, en;oYs

ty to our area of oPerations, caPacitY and reliabilitY in meeting suPPIY as

owever, other suPpliers were also considered on rotational basis as Per the

ifi d list

Observation and Recommendation

ittee observed that the *"ur.a 
"orno"ny 

submitted the prequalified list

s and consideration of 
'upffy 

of futi was given on rotational basis'

mitigation by the water company' the committee recommends the

b marked as resolved'

cmittance of Statutory Deductions

n the staffcost balance of Kshs' l l'198'665 disclosed under Note 10(a) to the

tatements, is an amount of Kshs'23 7,600 which relates to PaYment to
S

n

ry national social security schemes' Review of the ComPanY's statutory

ended 30 June,202l revealed that
o s from the automated payrolls for the year
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Month Remittance Date Deadline Date
luly,2020 16,000 25 November,2020 9-Aug:2020

August, 2020 16.000 25 November, 2020 9-Sept-2020

September, 2020 22,400 25 November, 2020 9-Oct-2020

October;2020 22.4,00 25 November, 2020 9 November, 2020
November.2020 23,200 12May,202t 9 December, 2020
December, 2020 12,May,202t 9lanuary,202l
January,202l 2r.200 12May,2021 9 February,2O2l

9 March,20Z'l
February, 2021 12 N\ay,2021

April,2021 23,600 12May,2021 9 May,'2021 ,

National Social Security Fund Q'JSSF) deductions amounting to Kshs. 190,000 were notremitted on time contrary to section 53(l) of the Retir€ment Benefits Act. 2012 asdetailed below:

Total

In the circumstances, .co

2012 was not adhered to.

Management Response

190,000

mpliance ryith Seotion 53( 1) of the Retirement Benefits Act,

73 lPage

Amount

22,800.,

22.4A0

Mr: chairman, the company had challenges in collecting revenue from sales due to theeffects of the COVID-I9 pandemic, the persistent dr-ought ,hr; ;;;;;; ;;production levels and our customers' ability to pay their bills, and late disbursements
from the county Treasury that affected the,company,s ability to remit .the statutory
deductions on tung during the year trnder reyiew.

However,'th" .o*puny tras taken appropriate steps to comply with the statutory
deadlines and it now remits the deductionson time despite NSSF not having an ofiice
in Mandera.

Committee Observations
The committee observed that National Social Securify Fund (NSSF) deductions
amounting to Kshs. 190,000 were not.remitted on time due to low revenue collections
and late disbursemehts from the county Treasury. However, the company has sincebegan remitting their cleductions on time.

Committee Recommendations
Noting the mitigation measures taken by the water company, the Committee



m ds that the matter be marked as resolved'

ent of Casual Workcrs for a Prolonged Duration

the staffcost balance of Kshs. 11,198,665 disclosed under Note l0(a) to the

tements, ls an amount of Kshs. 10,554,815 which relates to salaries and

for both permanent and temPo rary employees. Review of casual payrolls

t there were 36 casuals that were engaged continuously for more than tluee

us months contrary to section 37 (l)(a) and (b) of Employment Act, 2007'In

tances, Management was in breach of the law

ent Response

all companY in caPacttY' MANDWASCO has been engaging staff on

basis for a sPecified Period of time in line with the Public Service

n Framework for short term emP loyment in the Public Service Resolution

t allowed the engagement of emPloyees on short term contract for a period

ing 6 months. However, the comPanY is currently in the process of engaging

ees that are on short-term contracts to permanent and pensionable terms of

e Observations
ittee observed that the management failed to avail short-term contract

for twentY-nine contractual employees for audit verification, during the

d which constitutes an offence under section 62(2) of the Public Audit Act

Accounting Officer to submit to the Auditor-General the short-term

Recommendations
ittee recommends t

tract agreements fo

ification;

hat-

r the twenty-nine contractual employees for

Accounting Officer shoutd ensure timety submission of documents

ing the audit P rocess in line with section 9(l)(e) of the Public Audit Act'

5, failure to which the Committee shall recommend for their

estigation and prosecution in line with section 62(2) of the Public Audit
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Management Response

Mr. chairman, the company has constituted an Audit and Risk Management committee
from its board members through a resolution of the board to oversee financial risks and
audit issues of the qompany. The company is in the process of advertising for the
external and independent audit committee. Chair, on the intemal audit function, the
Mandera County Treasury seconded an intemal auditor to the company to undertake the
intemal audit functions as required by the public Finance Management Act,20l2.
However, the auditor absconded duties in the financial year under review and after
m,r.rftiple follow r1p9 including show cause, and salary stoppage, the auditor resigned
from his position. The auditor has since been replaced and the audit function and
responsibilities has now resumed and is on course.

Committee Observations
The Committee observed that the Company had not established aq Audit Committee
and Internal Audit function during the financial year under review. '

Committee Recommendations
The Committee recommends that-

i. the Board of Directors ensures that the water company puts in place all
internal control systems such as the Internal Audit committee as provided
under section 155(5) of the Public Finance Management Act,2012, and a
Risk Management Policy as provided under regulation 15g(1) of public
Finance Management (county Governments) Regulations, 2015 among
others to guide the internal operations of all the funds. Further, the
managements to submit evidence of the same to the Auditor-General for
verification; and

TSlPage

4. l'ailure to Establish an Audit Committee

The company has not established an Audit committee and Intemal Audit function
contr4rJ to Section 167(1) of the Public Finance Management (Cou4ty Government)
Regulafions, 2015 which requires county Government entities to establish audit
committees in accordance with prescribed regulations to monitor the entities
governance process, accountability process and control systems, offer objective advice
on issues concerning risk, control, regulatory requirements and govemance of the
Company. In the circumstances, Management was in breach of the law.

iii. The matter rernains unresolved.
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atter remains unresolved'c

a

ON EFFECTIVENESS OF INTERNAL CONTROLS' RISK

NTAND GOVERNANCE

section 7(l) of the Public Audit Act, based on Procedures Performed bY the

eral, the following matter formed the basis for conclusion that intemal

n management and overall governance were not effective -

r onclusion

k Management PolicY Framework

financial Year under review, the ComPanY oPerated without a documented

ement PolicY Framework contrary to the requ irements of Treasury Circular

of 23 February, 2009 which requires all heads of Public institutions to

implement a Risk Management Framework as a fundamental steP towards

an accountable and innovative Public servtce. In the circumstances'

was not in a Position to evaluate, rank and Prioritize critical risks and

urces towards mitigating identified risks

ent RcsPonse

&tr, at the time of the audit, the comPanY had a draft risk management PolicY

owever, since then, it has been finalized' approved, and is now oPerational

e Observations d without a documented Risk
ittee observed that the Company operate

ent PolicY Framework, during the Year under review. However, the

t provided an apProved fusk Management Policy to Committee and to the

eral for verification thus the matter was resolved

Recommendations
ittee recommends that, noting the mitigation measures taken by the

m

ent, the matter be marked as resolved'
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CHAPTER SIX

REPORT ON THE AUDITED FINANCIAL STATEMENTS FOR MIGORIWATER AND SANITATION COMPANY LIMITED FOR THE FINANCIALYEAR 2020t2021

The Govemor of Migori County, Hon. @r.) Ochilo George Mbogo Oyacko appearedbefore the committee on Tuesday, 25rh April 2023 to respond (under oath) to auditquerics raised in the Report of the Auditor-Generiil on Financial statements for Migori
Yir-.l ,*O Sanitation Company MIWASCO) Limited for the Financial year
202012021 . He was accompanied by_

l.

ii.

iii
iv.

Mr. Maurice N. Ot'unga

Mr. Christopher O. Rusana
Mr. Phidale Castro Ounta
Mr. Jacob Maroa

- CECM, Finance
- CECM, Water
- Chief Officei,Water
- MD,MWASCO

The Migori water and Sanitation company Limited is wholry owiied by the MigoriCounty Government.

REPORT ON THE FINANCIAL STATEMENTS

Th9 Auditor-Generar rendered a qualified opinion on.the fine*rcial statements of theMigori water and Sanitation company Limited for the financi.r v""" ioia /2019 onthe following basis:-.

l. Customer Deposits Account
The statement of financial position reflects customer deposits totaring Kshs. 7, l g6,4g l .However, review of records on the deposits indicated that withdrawars totaring Kshs..7,006,448 were made from the deposits account without the,authority of the Board ofDirectors. It was therefore not possibre to confirm the purposes for which the fundswere withdrawn and how they were used.

In the circumstances, the accuracy and completeness of the customers, deposits balancetotaling Kshs. 7,1 86,481 could not be confirmed

Management responses
The management noted the auditor's observation and stated that cumuratively
withdrawals from the customer deposits account were made over years when thecompany was undergoing financial constraints to mitigate eme.g".r"i"s and statutoryobligations. The emergencies were as folrows: MIWASCO was not abre to coilect
revenue because of non-payment of electricity bills. In the year under review, the water

77 | P d ge
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r

de osit account

under review, withdrawals were made in mitigating COVID-l9 Pandemic

s to enswe constant supply of water as per

y operated for 4 months out of 12 months' hence necessitating withdrawal

repairs in our water intake
Iy in mitigating COVID-I9 pandemics

Direc
water

t.

a edict on constant water suPP

e current administration has carried out major management restructurlng

company wherebY the former Managing Director, Head of Finance and

servlces and technical manager contracts were terminated, and a new

tor was hired in August 2021' The water department seconded a senlor

officer to helP streamline the comPanY The current administratton

&
+

ntract engagement with former Board of Directors for failures tn

mentiontng that the county government has been consistent in PaYtng

ty bill and buYing of chemicals since SePte mber 2022 and there had not been

p Iy intemrPtion for the Past 8 months' This had resulted in revenue collection

m Kshs. 212,620 in September to Kshs 2.17 million in MIWASCO's last

llection in the month of February' The countY has Purchased fittings worth 2

fo rehabilitation and rePairs of broken/vandalized lines that resulted from road

old dilaPidated PiPes The comPanY had stePPed up plans to collect debts

to 38.76 million owed to the comPanY, Part of which would be used to rePaY

o ed funds from the dePosit account

Observations
t the query remains uruesolved as-

m ittee observed tha

response submitted was inadequate as the Accounting Officer did not submit

, a rePayment Plan cleartY stiPulating how the borrowedth

to the Auditor-General

c tomer dePosits will be refimded; and'

orrowed Kshs. 7,186,4Slfrom the customer dePosits

th water company b

unt to mitigate revenue shortfalls and the same had not been refunded to the

unt

ec Recommendationstt

o
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ii.

I

Tilf;::::Tfr?L'r[1t-.nourd, within 60 days or the adoption or this

report' submit to the Auditor-General a repayment plan with clear



ii)

iii).

.)
Issued Capital

Committee Observations

timelines for the repayment ol'thc customer deposits for verification andreporting in the subsequent audit cycle;
The Board of Directors shourd put in prace a customer DepositsManagement policy to guide how the water company can access, utilizeand refund the money within specified timelines. Further, theAccounting Officcr should ensure that there is tull disclorr;;;; ;;water company,s customers on the utilization of the deposits; andThe Accounting officcr shourd ensure thar a, .rr;;;;';"oriu 

"..depqsited in a fxed/call account whose access to t;; ;ur;il;;;;,limited and wherc the,accrued intercsts 
""n f. used to 

";;;;;;r;charges' Management to submit evidcnce o[ thc same t" trr" aroiir.-General within l4 days of rhe adoption of this report;;;;;'r;."'

The.statement of financial position reflects issued capitar totaring Kshs. 100,000 and asdisclosed in Note l g to the financial statemenrs. The issued .upirul of ,h. ;;;;;;;;divided into 5.000 sharqs ofKsJp, 20,9a9h. Records ut th" B;.;;;, *.r,;i*,,* Servicein the office of the Attomey-General and Department of Justice indicates ;:i;tI;;June202l,the companytrad thrge directors two of whom herd 350 shares each and one300 shares all totaring 1000 against 5000 shares reflected in the financi",l"o.];iilr.The difference of 4000 shares between the rwo sets of ,.;;r-;;;;, ili",#.Further, the 5000 shares owned by defunct rocal authorities were not transferred to theCounty Goverrrment of Migori after the aCvent of Devolution.

In the circumstances, the ownership acc,racy and compreteness of the issued capital ofKshs. 100,000 could not be confirmed.

Management responses
The management noted the auditor,s observation
Government has taken up the matter through the office
that legal procedures of transferring the shares are conc

and stated that the Counfy
of the county attorney to ensure
luded.

The Committee observed that the query remains unresolved as _
The Comp4ny had three Directors and 500.0 srrares owned b1, the defunct locarauthorities that were not transferred to the county c""."r-;;;; ro"r,'r, ,n"inception of devJution; and

T9 lPage



Officer, is a statement of intent that does. not
response bY the Accounttng

sure that the water company's ownership is tn
clear stePs to be taken to en

e [ith the law as well as the timelines involved

m ee Recommendations

e

ve

()

h C rhittee recommends that- +hqr Mionr'
The Governor should take immediate measures to ensure that Migori

Water and Sanitation Company is fully owned by the Migori County

Government and registered in line with the law;

ffiH;;;;-;";t;".i Countv should.ensure that the 
-t"lry

;";#;;;oirnrigo.ii.ms up the ownership of the water company rn

line with section 72(1) and (f) of tfre Water Act' Cap' 312 by making the

necessary payment f"t tn" 'hu" "upit^l 
in line with the Company's

[Vlemorandum and Articles of Association and submit the Share

Certificate u. ttiatot" oip'V'otrrt to the Office the Auditor-General for

verification;
The Governor of Migori Counfy should ensure that within 60 days of the

adoption of this report, the shareholdingstructure of the water company

is in line with the *ut"' Services Regulatory Board (WASREB)

guidelines on corporate governance for entities in counties; and

The Managing Oitt"tot io provide copies ofshare certificates' as well as'

an updated CR12 in u"to'"ott with the Companies Act' 2015' to the

Auditor-General within 60 days from the adoption of this report'

)

i)ii

iv)

3 C tive Trade and Other Receivables

t offinancial position reflects trade and

38

341

,764,850. However,

892,265 differs with
the account's comParative Prior Year balance totaling

the corresPonding balance ofKshs.. 34,680,390 rePorted

,"]uiou. year's audited financial statements, resulting in an unreconciled variance

211,875

and other receivables totaling
th

S

ci]cumstance, the comparative balance for trade

2 t i ,875 is not fairlY stated'

II gement rcsponses

anlagement noted the auditor's observ ation and stated that the 202012021 final

nalized before the OAG rePort for the FY 2Ol9l2O2O was hnalized due to

thin the Office of the Auditor General

S0 lPage

other receivables balance totaling
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However, Management had ensured that the cerlified comparative figures have been
adopted while submittingthe202r/2022 annuarreport and financiar statemenrs.

Committee Observations
The comm

trade and

statements.

Committee Recommendations

Tbe Committee noted that the Accounting Officer had
measures on the matter in the subsequent audit cycle.

4. Comparative Trade and Other payablcs

ittee observed that the query was resorved as the comp4ny.accounted for the
other receivables totaling Kshs. 2ll,g75 .in tre' zozttzozz nrunJ

The statement of financial position reflects trade
Kshs. 51,494,339. However, the comparative
47,140,532 differs with the corrcsponding balance
previous year's audited financial statements, resul

and other payables 6alance totaling
prior year balance totaling Kshs.
of Kshs. 46,g2g,65g..n..tJa in tto
tirrg in an unreconciled variance of

instituted mitigating

mitigating

l1 9::lro'+rrance, the comparative barance for trade and other payablgs totaling Kshs
211,873 could not be confirmed

Management response
The management noted the auditor's observation and stated that the 2020/202r fnarreport was finalized before the Auditor-Generar report for the Fy, 20r9/2020:was
finalized due to transition within the office of the Auditor General.
However, Managem€nt has ensured that the certified comparative figures have been
adopted'while submitting the2ozr/2)z}annuar report and rrnanciar statements. :

Committee Observations
ittee observed that the query was resolved as the company accounted for the
other receivables totaling Kshs. 2ll,g73 in the 2o2r/2022 financial

Kshs. 211,873

f'he comm

trade and

statements.

Committee Recommendations
The committee noted that the Accounting ofricer had instituted
measures during the subsequent audit cycle.
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5 at rl U

t of comPre

ncertainty Rclated to Going Concern

hensive income reflects an oPe

9,237).The loss further dePlet

rating

ed the

Kshs. 45,348,066 as at 30 June

loss of Kshs' 3,041'820

retained eamings of the

( fKshs. 10,89

urrent liabilities totaling
negative Kshs' 48,389,889 uP from negative

Kshs. 69,288,996 exceeded current assets ofKshs

resulting to a negatlve working caPital of Kshs. 22,900,715' Ttle

le financial status imPlies that the company may not be able to meet its

0

m

t
e

8

a

o

p

c

ligations as and when they fall due

up

d rs have not made anY

is technically insolvent' and its continued existence as a going concern ls

on financial support 
';;; ";;;tt;rs 

and the countv Government of

on the risk to the going concern
specific disclosure

the measure Planned or taken to stoP the loss-making

f company' or indicated

turn the comPany to Pro fitabilitY

c ent resPonscs 's observation and stated that the current

eement noted the auditor

10n had Put in Place the recovery strategY of the comPanY bY

a R ruittng a new board of directors to sPearhead the management of the

mpany to operate according to Iaid dou'n regulations

current administration has increased budgetary electricity allocation to the

mpany and subsequentlY Paid electricitY bills for the last eight months, so that

(
c

c

r treatment works continuouslY oPe rate without disruPtton

( uring water treatment chemicals are procured and availed to the company tn

e payable

e dePaftment of water has suPPorted the comP any in buYing httings for rePatr

and rehabilitation of lines at a cost of 2'0 million, which shall further imProve

0

seryice deliverY and revenue collection
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(h) The company is in the process qf mapping out new cusromers,/ customerregistration and carrying our crient ia.ntii;.ut]on suwey and .ti.niruira.to.ysurvey which wiil further improve service derivery. 
- -., s"s vrrwr* ).ttti

(i) The company has embarkei,on un u*rr.Ju. ,,eaiu campaign to inform thepublic on the ongoing restructuring and reforms Uy ,t. ."rnp*?' 
,v rru\

Committee Observations

The committee observdd. that trre company continued to registbr losses and wasoperating at a negative *o+irq capital of Kshs ..iz,soo,rtswhich raised concems overits;biliry to meet its obtigatiols as *a;i:"J,*"i-*,, due.

Committee Recommendations

tv.

vI.

The committee recommends that_
i' the Governor 

1f -fisori County shourd take ,keen interest in themanasement or Misori wut". 
"odt s;ri;;;"*;""#; Limited(MIWASCO) in tine wirh Artictc 179(4) ot rfie Cor.titrtion].-..,ii' the county Executive committee rur"xrra. in charge of water, shourd takeresponsibirirv for rnonitoring the i--.irr p..fJi-rn." ;;;;" counrycorporation in rine with section Ig4 0f the purriic riouo"i rvtr"r'ug"m"nt a"tCap. 4l2A and regularly report to the_ goverrior through tie CountyExecutive committee in line with Articre r7g (6)of the constitution;iii. thc Accouhting Officer should 

""r,r." Orr.r"sure of materri-rri.".rr,rr, ,,
;;lx1:,.r3#:-;T',X: in rine *iir' tr'" Pubric ;;;;;";;."unting
the Accounting officer shourd prepare and submit quarterry reports inregard to the financiar and non-financiar status of ,ie water company in rinewith secticin 166 of the public Finan." M"o"g.-ent Act;the county Treasury undertakes annuar ."fi.,ro, on county corporationincruding an assessmeot of the commercial viabirity of the company in tinewith the standards set by the water services Reguratory Board undersection 77(2) of the Water Act;

the Accounting officer shourd undertake deta,ed analysis of the watercompany's long outstanding trade receivabres and payabres to reflect thetrue and fair financial position of the Company; and. 
r ----* '- . !r,Lr-r

thc Accounting officer shourd, within 60 auy, ortrr. adoption of this report,put in prace strategic and innovativ. -.u.ui", for rccovery and to boost thcfinanciat hearth of the water company for serf-sustainabirity. Additionary,the management reviews and regularizes the company,s existing asscts and

vu.
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h updated assets register that reflect the current financial position'

gcment to determine and ascertain their comme-rcial viability

thePublicSectorAccouotiogstu,o,rdsBoard(PSASB).
F rt er, mana

re uired bY

MATTERS

dg Control and Performanceil

c

o

1

on ofbudget and actual amounts reflects final receiPts budget

n comParable basis of Kshs' 78 ,737 ,415 and Kshs. 48,758,803 resPectivelYm nt of comParts

under-funding of Kshs. 29,978,612 or 38o/o of the budget' Further' the

urred exPenditure totaling Kshs 43,280,541against an aPProved budget of

diture of Kshs' 26,601,319 or 387o ofthe

,8 1,860 resulting to an under exPen

ofbudget and actual amounts reflects a

F er, the statement of comPartson

budget amount of Kshs' 78'737 '415 which, however'

totaI of Kshs. 17,731,415' resultin g in an unexPlained variance of Kshs

0

ce affected the planned activities arrd may have

ing and underPerforman
to the resident of Migori CountY

d gativelY on service delivery

any underPerformed in both revenue and exPenditure estimate due toent rcsponses

in oPerating envtronment as a result of COVID-l9 in the Year under revrew

ro Presidential edict not to disconnect anY customer with alrears or who don

9

n

fi

o

c

n, the comPanY was de

nt of electricitY bills' Further to this, there were old dilaPidated PiPelines that

as the comPanY did not have money. The suPPlY

n ofPiPelines bY road construction works

a summation error of miscellaneous receipts on

in the f,rnancial statement

m tee Observations and under exPenditure of

ittee observed that there was a 38% underfunding

et, which affected the planned activities and maY have impacted negativclY on

livery to the residents of Migori CountY

ter comPounded with inaccessibiliry of customers' homes due to COVID-I

on movement greatly affected revenue collecti

ficient in suPPIY of water

on, billing and oPerations- In

utilitY chemicals and non-

o llr ee Recommendations
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The Committee recommends that_

i' the Accounting officer shourd compry wrth reguration 4z(r)(b)of the pubricFinance Management (county Governmeng Regurations, ibis o, exertingbudgetary control measures; andii. theBoard rrr,l:::.r,r:iljura irstitut. proper and realistic budgct pranning
1"Y.1il 

as mea,sures,.t-o enhance its o*, g.ne."t"d revenue, such as review oftariffs and 'connectioi of more .rrti-".u 
"ro "ri-*u,r* to addrisS

:.]:rr.: leakages. ,o. ori,;._;.;; to confirm the effecriveness of rhemitigating ."r.lllr.r,ut in place by the water cornpany and report in thesubsbQiieiit auilir cycle. :

2. Unrestilved prior year,Matters
In the report of the previous year, several issues were raised underreport on the financialstatements and report on lawfulness and effectiveness in use of public resources.However, review of the prcigress on rotto*, uf oiouorro., recommendations indicatedthat the managerirent had not rebolved ,t . ,r;r.. 

", 
at 30 June 202r. Management didnot provide explanations why the matters were not resorved

Management responses
The manageinent noted the auditor,s observation and committed to resolving all theissues as soon as'it received recoriime"oJar, or,ie Senate county pubric Investmentsand Special Fundi Committees.

Committee obseiwations
The committee observed that there were issues from previous years that had not beenaddressed, and thgs the query rema.ins ,*"rolu.J.

Committee recommendations

The Committee recommends that; _

i) the Accounting officer shourd resorve any issues resurting from an auditthat remains outstanding as required by section ,.;d;6';;;;';ffi;
Finance Management Act,2012; and
the Auditor-General shourd provide a status update on the progrcssmade on the matter in the subsequent audit cycle upon review of theprogress report.

ii)
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DI
T
o T ON LAWFULNESS AND EFFECTIVENESS ON THE USE OF

LI SOURCE
Article22g (6) of the Constitution' based on the audit procedures performed

itor-General, the following matters formed the basis for conclusion that

es were not applied lawfully and in ineffective way -

nd Other PaYablese

p

ent of financial Position reflects trade and other payables totaling Kshs

J as disclosed in Note 22 to the financial statements' Examination of records

other paYables indicated that there were salary arrears totaling Kshs

8 as at 30 June 2021. This was contrary to Section 18(2Xc) of the Employment

ch stipulates that, wages and salaries shall be deemed to be due in the case

oyee in position for a period exceeding one month, at the end of each month

of

, the balance included of unPai d PAYE Tax of Kshs' 1,862,053' NSSF of

5,600 and withholding Tax of Kshs . 41,100, all totaling to Kshs' 2,908'753'

been outstanding for more than tweIve months as at 30 June 2021 ' Failure to

tions infringed on section 19(4) of the Employment Act Cap' 226 which

tutory deductions to be paid to the re levant authorities in due ttme

stances, managemenl was in breach of the law

ent resPonses

ement noted the auditor 's observation and stated that the outstanding salary

statutory deductions were necessitated by the company undergoing financial

in the period under review due to low billing and revenue collection

by COVID-I9 Pandemic and Power disconnections' However' the

had made strides in paying arrears and statutory obligations, as demonstrated

exed schedules. Moving forward, the company was committed to renegotiate

tutory and other creditors with a view to settling all the arrears

it ee Observations

ittee observed that the query remains unresolved as-

S

D

ii)
there were salary arrears totaling Kshs' 14'540'883 as at 30 June 2021;

management made efforts to Jettle with NSSF' and the Payment Order

indicJtes a balance of Kshs" 55,200 due on 30 April 2023;
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iii) debt payment instalment agreement executed with KRA on 23 November
2020 with arrears to be completed on r! 10-2022. Latest KRA Tax Invoice
not provided; and

iu) acknowledgement and feedback by NHIF on application for waiver on lg,
August 2020 not provided.

Committee Recommendations

The Committee recommends that-

tl.

Iu.

lv,

v

vt.

lhe F,o3rd-of Dirgct_ors and the Accounting Officer should put in place a
payment plan to settle the unpaid sararies of Kshs. 14,540,gg3 witliiii 60 days
from the adoption of this report and provide status update to the
Committee;
the Accounting officer adhcres to reguration 2z(z)(a) of the pubric Finance
Management (County Governmentl 

"Regulations, 
r0ia,*Ot* ;;;;;, ,;"

Accounting Officer cf a county governmeni entity to comply with any tax,
levy, dufy, ocnsion, commitments and audit .o.-it-"nt, 

", ."r'i"providertbylcgislation; . : :;
the Accounting officer to engage the NSSF, NHIF and KRA with the aim
of formulating a payment agreement to settle the ouistandirig statutory
deductions and provide a detailed status report on the same to the Auditor-
Gencral for subsequcnt reporting within 60 days from thb adoption of this
report;
the Board of Directors should ensure that the company adheres to section
19(4) of Employment Act in regard to remittance or"-ptoy"" rcmuneration
deductions in accordance with the time period ,p".ih"i by the rerevaht
bodies;

the County Executive committee Member in chargc of water shourd
coutinuously monitor the financiar performance of the water company in
Iine with section 184 of the public Finance Management Act and report on
the same to the county Executive committce, making recommendatlo^ on
how thc water company can improve its performancel and
the Auditor-General should review and provide a status update on the
implementation of this recommendation and provide a report on this matter
in the subsequent audit cycte.

2. Agency Account
Examination of records on water levels indicated that the company owed the water
Services Regulatory Board (wASREB) Kshs. 3,007,743 and Lake victoria South
water Service Board (LVSWSB) Kshs. 7,s79,433 as at 30 June 202 r. Manageme.t did

8TlPage



s

sadsfactory explanation for the failure to pay the levies

""0 
O"t tnt for non-comPliance'

tances, management was in breach of the law

in due time to

t resPonse ation and stated that failure in remitting

was due to the comPanY
ent noted the auditor's observ

undergotng financial constraint

ver, there are efforts to a payment PIan wt

come up with an imPlementable PaYment Plan

observations

ttee

evidence

e with section 184 of the Public Finance Managemen

mpany owed WASREB Kshs. 3'007,743 and LV
of settling the amounts;

30 June 2021 andhadnotprovided the current status

observed that the query remains unresolved as-

SWSB Kshs' 7 
'578'433

was submitted to demonstrate that efforts to negotiate a payment

s in the Year under

thLVSWSB and

water company rn

are underwaY

Recommendations

mittee recommends that-
LVSWSB and WASREB and agree on a

r within 60 daYs from
th Governor should engage

of resolving this matte
avment Plan with the view

e of water should
e adoP

e CountY

ntinuouslY

tion of this rePort;

Executive Co

monitor the financr

mmittee Member in charg

al performance of the
t Act and rePort on

o

t
t
c

e

o

Committee, making recommendations on

t e same to the CountY Executive
ove its Performance; 

and
the matter in the

ow the water company can imPr
de a status uPdate on

e Auditor-General should Provt

ubsequent audit cYclc'

ment of Salaries Belo

of the total fiffcY-ntne

w the Minimum Wage

oll for the month of Jun

(59) emPloYees were eam

e 20Zl
ing monthlY

revealed that forty-two

wages totaling
of the comPany's PaYr

0,000 contrary to the Regulations ofW ages General Amendment

SSlPage

anot
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renegotiating
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which sets the minimu
Kshs. 12,523 

--^-'^^^"''t'n month'ly wage for employees working in Migori county at
In the circumstances, management was in breach of the law.

M4nagement Rcsponse

#:,#il1i"'il::lj:::"::auditor's observarion and stared that rhe current
resrru*uing or rurrwain 

unomaly in mana8ement hen:s,::k;;;r ,"0, u, ensuring
Finance Management ,:3^?]:"":thip 

wherebv former Managing o-i'r-Jctor, Head of
c 

:m 
pa,v *u, u, a..go ill .:"'*ilffi Tf 

, 

#HiI XT#T#I;ffi ,tradopted new scheme of seruice *hi.h;;;;.lrr.o tr,. staff salary minimum wage.
Committee Observations
The commiftee observed that 420ut of the 5g emoroyees wbre earning ress than Kshs.
t2'523 contrary to the Regurati"rr;;*r;; o.rl.", Amendment orler of 20r 8. The;:ffiI*,"r'. 

ted a newsche-t of,.-iJ.i*r-:"t'r.o oruddr.;,;; Llrr,ir*n *"r"

i StaffEthnicComposition
Review of personnel re".,".,l" ,r,^^.^, - , .,.
whom37 or64%o*..""totot 

indicated that the 
iompanr had 5g emproyees, out of

;m*lllffi il:il":"iilii;H:l'JHi,",'HT:il;,l;iuii:;
ffff il::,'flliilff :::";;;;;nf :i::1,".'i;H.:;ml,f .l;Tf ,*community Lng more than one third of its rturaru*oi#irL ru,n" 

",trri.In the circumstance, Management was in breach of the law.

Management Response
The management noted the auditor,s cbservation.and stated that Migori county is a
cosmopolitan County and all ""r.*1,"r'".."",*^r, encouraged a *r,, for the
advertised vacancies in rine with National c"i.r,", and IntegratiJn a"i. iio*.r".,,t.

Committee Recommendations
Thc committee recommended that;i) ttre Accountir

Regurariohs oiir,?li::,;L1ilff're strict compriauce with theii) theAuditor_G..";;;;::;1::"oo-.ntOrder,of20t8; and
tt 

" 
., u..q, JIIX r.| .T:[:o. 

th e m atter * o o',rr";" ,i,",r, upd are
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o t said that it wi, strive to progressivery achieve ethnic diversity threshold

Observations
$ee observed irnat 64o/oof the Company employees were members of the

c communitY in the Counry

Recommendations

ttee recommends that; -

m tt

t

to make deliberate efforts

he Board and the accounting ofhcer
with section 7(1) and (2) of the

establishmen

rogressivelY
ational Cohesion and IntegritY Act

ts shall seek to rePresent

in the endeavour to comPlY

the diversitY
which requires that Public

of the PeoPte of

KenYa in emPloY ment of staff; and

ll the CountY Executive should work progressivelY towards attaining the

requirement of the Provisions of section 65(1)(e) of the CountY

Government Act on cthnic inclusivitY

n director's

review. However,

ment of Directors Emoluments

emolument indicated PaYme

the following unsatisfac

nts totaling

tory matters

Kshs.. 1,338,478 in the

were noted in relation
5 r lar PaY

m

co

)

S

ll

ments:

the balance included board allowance- Kshs' 145'000' board commitee

allowance- Kshs' 327'7i8*and board meal allowance- Kshs' 227 
'360 

paid in

respect of ten board meetings held in the year under review' The number of

meetings exceeded tnt 
't"';;; 

ti* ptt"'ibtd in the offrce of the President

Circular No. OP/CAB *;;;";ement of State Corporations' dated l lth

[]?i33l; g notice s and rec ords 
" 
t 
Tli:1": ::::"T:::ti.H:1 J.,l: il'

provided for audit t"uiew and as a result the occurrence and purposes for the

'***::*U::::,?:':f 
i'lio"""boardemorumentstotaringKshs

i,rrt,ort could not be confirmed'

mcnt ResPonse d stated that the board had extra

fult board meetings to P
gement noted the auditor's observatton an

ass the Business Continulty Plan (BCP) and Quick Start

Services Trust Fundial
inish Grant (CLSG) resolutions as demanded bY Water
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towards mitigating COVID_lg.pandemic in the year under review thereby in excesspayment of alrowances above the ceiling requirement by law. ttre managil-,g ;.il:
lffi;:'a 

letter to the fonner *,p";;:.:;*o . hand over the docrinents to the

Committee Obscrvations

Committee Recommcndations

The committee recomnlends that_
(i)

(ii)

Management Response

The committee observed that the board of directors herd ten,meetings in the year,underreview which exceeded the prescribed number of 6 and had not provi-ded Board meeting

fuif;;lt:rqcorcls'or,'9.1iner'uni' 
;;n;';gurar pafments totaring ro Kshs..

the Accounting officer of thc compa4y shourd rccover the Kshs. r,33g,47gpaid to directors as emoruments *riiir.r.tiib; o"r. otthe adoption of thisreport; and

j}:,1"0't" General should provide a status update in sufseque4r audit

6. Nou-Revenue .lVater

During the year under review fl.re c.,,'.,^.-,, -_^r--, r

water but onr y 2 4 s,B a t -:' il;iT ,:.:TjTI,:_ #;t iHl J :H, ffi:j;, lT; ;ior 48%o of the'total'volume denoted non-..r"nr. *uter (rtrRW) which haJtwenty_threepercentage points above the a[owabre ross,of 25%o prescribed in Schetlule E of the

The NRW resulted in revenue loss totaring Kshs.. r3,g94,703 at the average sares rateof Kshs" 59,86 per cubic meter of water bi[ed by the company in the year under review.The large ratio of NRW further impried ,i"i ,rr. ao*runr,. water distribution systemwas inefficient and may; to a significant extent, .*pruin ,i. .".r-il, 
"**r operatingIosses reported by the Compan/oue.,h. ;;;.' 

"'

The management noted the auditor's observation and stated that the companyexperienced a lot of water loss through o"rt u"tion of main lines due to ongoing.ouaconstruction works and busts in the ttistribution ,,r.r, faurty and .,on_n,nctioningcustomer meters, estimate production due to faurty master rneters at treatment plant.
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H
q

d

ve

re

administra fion had taken initiative of buYtng pipes and fittings for

usts/leakage s for the company' ln addition' a technical staff from the

of water had been seconded to the comPany to assist the technical

in line Patrol and spearhead technical office and enforcing the Migori

ter Act 2021 that enforces order on road work constructors to rePair the

nstruction works' The comPany was carrying out

h sical losses such as le
rcial losses due to metertng

dilapidated water suPPIy network, and comme

malies and illegal connecttons;

management of the water companY listed measures to address the Non-

nt
t
a

e

o

Reducti

termina

d

ty

m

(,

ntification survey to weed out illegal connecttons There was also anwat

ide

er structures during co

AS in budget allocation fbr PiPeli ne and related infrastructure

nl ttee Observations

co ttee observed that-

e Non-Revenue Water of the comPanY during the financial Year 202012021

to d at 48oh against the allowable loss of 25% as Prescribed bY Water Services

o
6t,ulatory Board (WASREB) Guidelines' This has been attributed to bY

akages, bursts, and overflows tluough the existing old

ures include, the establishment of an NRW

R
Team

enue Water losses' These meas

which is tasked with the implementatt on and monitoring of NRW

on StrategY which includes active leak detection, and rePair' and

ffi 
'"Jffffi 

:rTlNon-*"'"nuewaterhaslT:Y:::.,:11:ii""H,ff H;"''
,"|,r"n . shortfall, as well as the material uncertainty relating to a going concem'

tion of cut-off accounts from the matns to curb illegal reconnecttons

idtee Recommendations

"ilH:;;:?[TiLti ll li; prace comp rel:],' *' measu res to mitigate the

Non-Revenue Water' ;;;';;"t.res inclu<te the installation of smart

nireters to ensure accurate Uitling' the replacement of the old water supply

rietwork as well u' tn" iottoOot"tion of a Geographic lnformation System

(GIS) which will help the company receive real-time data on leaks in pipes

*lm;:::.T*T#;Zounty shourd coraborate with EAGC to ensure

that pre-emptit" -"""t"* "t" iut into place to reducc the cases of theft and

illegal connections; and

m

e

ll
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the Auditor Generar shourd review the implementation of the measures putin place by the m.a,agement to mitigate the matter and provide a report onthis matter in the subsequent audit cycle.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISKMANAGEMENT AND GOVERNANCE
Pursuant to section 7(r ) of the pubric Audit Act, based on procedures performed by theAuditor General, the forowing matter formed the basis for concrusion that internalcontiols; risk management and overall governance were not effecrive :- ,

l',Lack of Risk Management policy and,stratery : 
,i :

Review.of intemal control and risk.nunur.,n.n, indicated that the Company did nothave a documented risk rnanagem"n, p"ori.y-.rd ;;;;d;;. ffiil;;"jmitigating operational and other 
"o,,,,on risks. tt was, therefore,. not clear howmanagement ris!" exposures. The omission cont

o f the p ub r i c r inu,,. J v*, g;";' (*,* ;:T:trj*;ril1lil;l,ill ?[i,rT [?requires the Accounting officer to deveroj .irt .nunug9.i;;;;;C rhat supportrobust business operations.
Management had therefore acted contrary to the law.

Management Responses
The management noted the auditor's observation and provided a draft policy documentfor reference, however the approvar ofthe policy wourd be effected once the new boardis in place in the month of May 2023.

Committee Observations

The committee observed that while the management provided the Risk ManagementPolicy framewoqk, they did not atach the ;;;;;r.""al rninutes.

Committee Recommendations

Thb committee recommenas that the Board of Directors ensures that the watercompany puts in prace au internar contror systems such as the Internar Auditcommittee as provided-under section 155(5) ;f the pubric Finance ManagementAct' 2012' and a Risk Management roricy as provided under section r5g(l) ofPublic Finance Management (County Governments) Regurations, 2015 amongothers t, guide the internar operations of the water company antt submit evidence
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f
d

e to the Auditor-General for verification within 60 days from the

ti n f this rePort.

ttered Access to The Billing System by Vendor

t stating that they now had access control

s

of the billing system revealed the following anomalies;-

e CompanY did not have full control of the billing system' as some

ctions were managed bY the system's vendor;

vendor was authorized to execute any role in the sYstem, including

inistrator, normally reserved for departmental users. This was desPite the

endor not being an employee ofthe Company and not having been assigned

respo nsibility in the operations of the company;

access to the organization's database was reserved to the vendor onlY and not

to staffof the ComPanY; and

the system administrator, who was an employee of the Company' could not

change the Password for the users of the billing system including his own

account and was therefore dependent on the sYstem vendor

c umstances, the system's security controls were weak and as a result,

nt could not guarantee the security and integrity of the data in the database

ng system

cnt ResPonsc

ement stated that the sYstem vendor surrendered the admin rights of the

b tem to the Managing Director-MIWASCO and also created access rights in

to ensure checks and balances when operating the system. This was a

measure since the company had a new ICT oflicer in place. The rights would

ferred to the ICT officer once he had undergo ne training, Further in Liaison

ndor, they did a system clean up removing all dormant and Past oPerators ln

n e

e

and relocated the system server from revenue office to an isolated room ln

c, ts security. Under the ongoing reforms, the company has put in Place mgasures

a new Enterprise resource planner (ERP)

ee Observations

ittee observed that the company provided an updated system hand over

e

t

ee Recommendations
hat the Auditor General should ascertain whether

o mittee recommcnds t

r company had access control of the billing system and report in the next

le.
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REPORI'ON THE AUDITED FINANCIAL STATEMENTS FOR MOMBASA
WATER SUPPLY AND SANITATION COMPANY LIMITED FOR THE
FINANCIAL Yr,AB- 2O2O I2O2I

The Governor of Mombasa county; Hon, Abdullswamad Sherrif Nassir, appeared
before the committee on Thursday z2nd June,2023.to resirond (under oath) to audit
queries raised in the Report of the Auditcir-General on.Financial Statement for
Mombasa'water Supply and Sanitation ccimpany Limited (MowASSCo) for the
Financial Y ear 2020/202 I . He was accompanied by- ,

I

ii
iii
lv

IVIr, Evaiis Oarida

Mrs. Emilly Achieng
Mr. Abdurahim Farah
Mr. Kinyai Laban

'CECM,Finance.
CECM Water
tT,O.UOWaSSCO
GMMOWASSCO

The Mombasa water Stipply and Sanitation company Limited is wholly owned by the
County Government of N4ombasa.

REPORT ON FINANCIAL STATEMENTS

95 lPage

CHAPTER SEVEN

The Auditor-General rendered a qualilied opinion, on,the financial statements of
Mombasa water'supply and Sanitation'compiny,Limited for the financial year
2020/202,1 on the following basis,

1 ) Failure to Disckise Material'Uncertainty, Related to Going,concer:n
The statementrof profit or loss and other comprehensive income reflects a loss before
tax of Kshs. 78,891;997 (2020 ,- a loss,.of Kshs. 120;54g,405)'which brought the
company's accumulated loss to Kshs.'2,077,362,4:16 as at 30 June, 202r (2020 -.Kshs.
2,062,438,655). Further, the current liabilities of Kshs. l,glg,4zg,2l4 exceeded the
curent assets of Kshs. 354,83 1,536 resulting into a negative working capital of Kshs.
1,464,597,678 as at 30 June, 2021. The negative liquidity position is an indication of
the existence of a material uncertainfy on the company,s ability to continue as a going
concem.

The financial statements have been prepared on a going concern basis on the assumption
that the company will continue to receive financial support from the county
Governinent of Mombasa and its creditors. Ftrowever. this material uncertainty in
relation to going concern and any mitigating measures put in place by the company,s
directors and management to reverse the undesirable precarious financial position have
not been disclosed in the to the financial statements.
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S

c tances, the comPanY is technicallY insolvent and may not be able to meet

bligations as and when theY fall due and it maY continue to dePend on

the CountY Government

nt ResPonse
the comPanY has to increase wlter

to address the Problem of going concem'

so reduceNRW

artnering with DeveloPm

The management has the

ent Partners for infras

refore embarked on the followtng;

tructure develoPment and

ve efficiencY and increase water suPPlY- the

ompany

pacity building to imPro

is currentlY being funded bY the world bank to rehabilitate and

xpand water pipelines which is exPected to be comPlete by December 2023

fter rehabilitation we are expecting to reduceNRW through water loss from

50o/oto39Yo. This will consequentlY increase our revenue by aPProximatelY

ksh 64,000,000 Further through funding from the deve lopment Partners,

World Bank (WB) and French Development AgencY (AFD) water suPPIY to

Momb asa will drasticallY imProve in more than three folds after the

comPIetion of Mwache Dam and Mwache Water Treatment Plant bY

Decembe r 2026. The designed volume to Mombasa is 180 ,000m3 Per daY

This volume translates to 64,800,000m3 of water annuallY which translates

NRW

o 3,272,400,000 increase in revenue'

fill,1}iffr;X},,Ttl- have been rormed and in the new deveroped

;fffi?l""XX'i:;"tffi the equipment T9 :l"^l*o'ired 
and procurement

Or**, 
"nt""d 

and contract signed awaiting delivery'
tp.o.u."a.n 

of Bulk meters and Consumer meters

For the last three years the company have procured and installed 3'000

consumer meters mainli tl'ru""**i of non-working meters and installed

;;;;;* connection through various ptol^":tt'^

Bulk meters *t'" in"utt""Jiig"""a""i olthe Cot'nty to accurately measure

the bulk suPPIY from the sources'

Crrto*.. ldentification Survey (CIS)

The company i' *d;;i;' t*io*t' ldentification Survey (CIS) to

identiff customers *ni iilg"fiti* and also clean up the customer database'

H:':ffi:#l#l'r-.ented ERP, *': :l'l 
improve the process or the

company and mainly 
'on 

''"tt' 
management and reduce the commercial
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Years 2019t2020 2020/2021 2021/2022Losses 78,986,653 t20,548,40s 78,ggt,.gg7 20,1Es,380

The committee observed tltat query remains uhr'esolved from financi alyear 2019/2020-
i' the financial statem€nts of the water company were prepared o" u ror", concernbasis despite the company incurring u tor. or 

"rr,r. 
is,8;,Jri j)..u.ru,..

ross of Kshs' 2,077,362,476 as at 30-June, 2021) aqdope,rating with a negativewogking-q4pit+!'9iKshq, l ,464,597,67g,in the financiar year wrder review.ii' The figures above were,an inarcation trrafrr,. .o.o*, *;, ,".h-;ly insorvent,meaning that its survivar was dependent on continued support from the Mombasa(grrn6i.eovernment.

CommitteeReco.mmendations 
,

The Committee recommends that_

i. the Governor of Mombasa County shoutd take keen intqrest in themanagement and operations of the water company in line wiii irticte f 79(4) of the Constitution;
ii' the Accountipg officer should ensure discrosure of materiar uncertainty inrelation to going concern in line with thc public Scctor AccountingStandards Board template;

tv

The Accounting officer shourd prepare and submit quarterry reports inregard to the financiar and non-fioun.i"r status of the water company in rinewith section 166 of the public Finan." Munug"_" nt Act,2012;the counfy Executive committee Member ii .rr".g" of water shourd takefull responsibirity for monitoring the financiar performance of the counfycorporation in line with section lg4 0f ,re pubric Finance Management Act,

9TlPage

vi) currentry the company has over 50%o faurty meters while contributes toNRW' we are however expecting 10,000 meters liom development partnerswhicl when installed will greatly reduce water loss.vii) purchase of Smart Meters
The cglnpany in partnership with the county Govemment of Mombasa hasinitiatep the prgcess of asset finan.ing f.o,n N;;;i;Jilt,,#;, ;:purchase of 10,000 smart meters that wil go 

"f"rg 
i" ,.Or.i;; ;i;; ;;company will be.reading water bills on actuals

Fror4 the stratggies put in prace the pompar,y torr., n]i..n reducing as seen from rhetable below;



to the Governor through the County Executive

2

om

2

CountY TreasurY sh
mittee in line with Ar
and regularlY rePort

ticle 179 (6)

ould under

of the Constitution;

take annual report

ln

S

er lnc Iudes an amount of Kshs. 4, 142,000 relating to a Payment made to a

for registering the transfe

ent of
r of shares from Mun

Mombasa, registering th

icipalitY Council

I

t c

n

ro e

ing on CountY

orporation including an assessment of the commercial viabili8 of the

mpanY in line with the standards set by the Water Services RegulatorY

oard under section 77(2) of the Water Act, 2016;

eAccounting Officer should, within 60 daYs of the adoPtion of this rePort'

ut in place strategic and novative measures for recovery and to boost the

ater comPanY for self-susta inabititY. Additionally'

nancial health of the w

. tt "oug.atttt 
reviews and regularizes the company's existing assets and

avc updated assets register that reflect the current financial Position'

urther.' management to determine and ascertain their commercial viabilitY

s required bY the Public ector Accounting Standards Board (PSASB)'

upported legal fees

ve income reflects legal and

stdtement of Profit o

ssional expenses totaling

r loss and other comPrehenst

Kshs. 15,021,530 as disclosed in note 18 to the

.i[l statements which includes legal exPenses of Kshs 7,612,300' The amount

eg 1,"" e apPointment of

chairm

a to the CountY Governm

an and members of the board and finalizing the formal agreement of

fers of asset, Iiabilities and obligations. However, there was no evidence

SU rtrng the PaY ment that was made for the work done bY the lega I firm

In circumstances, the ProPrietY and validity of the legal expenses Kshs

4,1 00 could not be confirmed
2,O

nil em

i)

ii)

ent ResPonse

out of the Kshs' 4,142'000' a voucher t'"o^:n:1-"ifi.nt3'ilil:::Hff:
with supporting documents including work doneolo;I.t*";;;"r^," *'
1,794,000, the fee not" 

"'ui*n"d 
and a letter giving instructions to the

flJ,Tll;"JfT::i1Il',,"'o rrom the y':)":l''v councl Mombasa to

the county co'"'nrntnt'i"r*;;; ";t"ched 
is the c12 to show the current

shareholding of tnt tornJu^ny' U*n"'tott' the- management has initiated the

process of recovering t':"i&;;;;'t00 paid to the advocate for work not

done.
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Committee C)bservations

The committee observed-that the management submitted the vouchers to support apayment of Kshs. 4,142,00.0 made to 
" 
t;i;; for registering the rransfer of sharesfrom Municipariry councir Mombasa ," * l"r"r, Government of Mombasa to theAudit.r-Generar for verification thus thi m;;;, resolved: Howdver; the comminee

:oted:that 
the nianagement did not sub'mit the,docurnents during audit.

Committee Recommendations

The Committee recommends that_ 
l

n.

the Accounting officer.shourd ensure timery subpisqion,o[ documentsduring rhe audit o-"*:- 
l".l,.re 

with section ,iil f"l orthi pu6tic oro,, .ilrifailure to which the Committee shalr recomm*, ,o. their investigation ahdprosecution,in line with section 62 e) of thepublic Audit Act.Noting the mitigation measures taken by the water company;.the committeerecommends that mafter be marked ,.-."rolr"d.

The staternent'of profit and loss and other comprehensive inco,me reflects,ritector,sexpenses of Kshs s'051,400 as <riscrosed in Noie-zo,r,h";;;;;;;.ilte..nt 
, out orwhich Kshs' 2'348'ooo rerates to ;-;;;;" on companv Secretarv Services.However, the expenditure was not inc.luded ,, ,n" -.,,)',"11',1,Y "^"::J:iunder review e,ir*., the supportinr r;;;i: ffiJ:i.T.fl..ffiT1ffi;1,#authorized by an appropriate senior 

"f;* il;* payment.

In the circumstances, the propriety of the expendifure on company secretary services of

Management Response
the company did not budget. for company secretary services for the year 2olg/2olgtherefore the it was expensed in t.e air"ctor';;;;"rr., vote rine but currently we havecurrently budgeted for company secretary services.

Committee Observations

The committee observed that the water company incurred an expenditure of Kshs.2'348'000 in reration to company s."..tu.y's'"l=,rices which was not included in thearrnual budget for the financi al year unde. review.
Committee Recommendations
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lt.

balance and ensure the samc is submitted to the Auditor-General for
verification with 60 days from the adoption ofthis report; and
the Accounting officer should ensure timely submission of documents
during the audit process in rine with section 9 (l) (e) of the public Audit Act,
failure to which the Committec shall recommend for their investigation antl
prosecrrtion in line with section 62 (2) of the putilic Audit Act.

5) Unconfirmed share capital
As previously reported, the company Limited was incorporated on lg March 201r to
take over services of the defunct Mombasa water and Sewerage company limited
which had an authorized share capital of Kshs.5,000,000. However, the old company
was not liquidated and no sha.es had been transfenedito the ,.* c""rpr", as at 30 lune
2021. Further, out of the ncw Company's authorized rtu...upioi 

"irooo 
ordinary

shares of Kshs. 1000 each,'only twelve 1iz; ,h".ei vtlued,at Ksis.12,000 were allotted
but not paid for, leaving a balance of Kshs.4,9Bg shares un-allotted.

Further, note 2 to the financial statements refleit issued 6ut not pai.d,5,ol2 ordinary
shareS of par value of Kshs.l000 each'and twelvd'(r2) ordinary shares ofpeir value of
Kshs.2O each, which is more than the authorized ordinary srrares of 5000.in addition,
the issued but not paid share capital of Kshs.5,000,240 is also reflected in the statement
of hnancial position under assets as amount duelreceivables from shareholders capital,
resulting in a non-existent asset.

In the circumstances, the accuracy and completeness of the share capital balance of
Kshs.5,000,240 could not be confirmed.

Committee Observations

The Committee observed that-

The management submitted the Company's cRl2 to the committee and the
Auditor-General for verification. The document confirmed that the all shares had
been transferred from the the Municipality Council Mombasa to the county
Govemment of Mombasa.
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Managcment Response
i) The shares have been transferred from the Municipality council Mombasa to

the County Govemment of Mombasa attached is the Cl2 to show the current
shareholding of the company.

ii) This is a prescntation error' on the financial statements which will be
corrected in the next financial year.
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rh c um

rep rovided for audit review' the AgencY's records indicated an outstanding

571,123,390 and thus , resulting in a vartance of Kshs. 417,654'262

o K hs. Ksh.1,

ch not been e

te 1 I to the financial statements
xplained or reconciled

reflects a nil balance for water seryice trust

twhereas the suPPorting schedule provided for audit review indicated an

to Kshs. 1,416,603' This anomalY could not be exPlained

leteness of the trade and other PaYables

and other PaYables balance of Kshs

hnanoial statements. lncluded in the

ating to trade Payables, out of which

g for more than ninery (90) daYs as at

ables include an amount of Kshs' l'153'469'128 related to debts owed to

Kshs. 1,819,429,214 could not be confirmed

ter Works DeveloPment Agency. Although suPPorting invoices for the

stances the accuracY and comP

n gemcnt ResPonse
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i)

ii)

iii)

The company has faced.cash flow challenges on high cost ofoperations anda lower water tariff that is berow fu, cost.".*',r.o resurting in monthry cashdeficit'which wps made worse by the covid--1g pandemic. This has largelyexplained its inabiriry to meet its obligationsrs ana when due. However, wer qc,eived a Qonditional lriqgidtty Suppo.t C.*i fCf.S Cj ;;; ;ff ;;through water Sector Trust Fu;d rwiirl "id: 71,437 ,328which we usedro offier part of the,cwwDA debr.
The company is in the process of.econciling the variance see attached

. reqonciliation done.

3." 
**1.j balanpe f.ol watgr service trust fund is 0 as shown in the bankstatement,.,balancE confir.mation certifi cate and bank ."*;;;l;;"; ;;#;

Committee Observations

The committee'observed that the.issue is.recuning from the previous year_
i. The amount iec6

db,;i;;,i,"u".i'::,1,ff ;iffiT":iTT::l,'*,..,1$il.,#i:,:,[11:
Agency differed from the records of the Agency that indicateJrn ortrt-dingdebt of Kshs' Ksh'1,57r,r23,3g0 leacring to a variance of Kshs. 4r7,654,262.This variance was not reconciled or explalned.ii. The .water qompany, had a trade and
1,3t7,,074,27e,Cg)%''"nr;;r;ril:;,ffi ,1h":XT:l?,:ffi 

,;:J;;T::
90 days.

Committee Recommendations 
:

The Committee recommends that-

i' the Giovernor of Mombasa county engages the coast water worksDevelopment Agency and othcr rerevant creditors to agree on a repaymentplan for the trade and other payables balance of Kshs. 1,317,074,279 andfire a report on the same wittr tte auoitor-Generar for verification within 60days from the adoption of this report. The Auditor-""r.-'r"'nrovide 
astatus update on the matter iu the subsequent audit cycle;ii' fhe Accounting eflicer undertakes tn. oi."rr".y monthry reconciriations as.require! by section 90 (t) of the public Finance Mr;"g";;;; (Counfy

-Gollnmcnts) 
Regulations, 2015 and submits evidence of the same to theAuditor-Generar for verification. The Auditor-Generar to provide a statusupdate of thc same in the subsequent audit cycle.

Key Audit Matters

1O3 lP3gg
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ent and sustainabilitY rePorting and corPorate social
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ttee Recommendations

mmittee recommends that;
dministrative action on the

Accounting Officer to take aPProPriate a

ccounts and Finance deP artm
terms and conditions of
ent who failed to keeP

appointm"rrt or emPloYme

5J
dheres to section 149(2)(b) of thc Public Finance
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ting standards and 
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accuracies during preParation of financial statemcnt;
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1
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ing the mitigation mcas
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2) Budgetary Control and performance

The statement of comparative budget and actual aand actuar, on .ompu.nbre 
. 

basis 
""r 

K;;.';J rir"ff;.TT rlffl T:;fi |;,1?.J
;,J-?TI#;:il:..j,a shortra, in 

"u'n,. olKshs r,047,4 74,764 or 46%o or the

#E:;;;;;r.ffi ;[T":::::1i:,l,1lf :],,:il:"],,1;#;:1"uj[,tr;

Management Response 
; r. . 

:

i) The rvorrd witnessed u,precedented covid lg pandemic break out throughout the
ffffix1il::L o,,r1l2r 

and during il ;;, ,"n..ur r,vgi.,.;;;;** in parricurar
prqsideit 

"r il ;,i;iilfiffiT:i "#?':: 
*n.; ;.."Joi,i.',.,s' hence the

wananchi with ,";;;;;";:':.:::::i:: ::. 
unintemrpted provision or water to

therefore i,pr 
";;,,"d' :ffi::ffi',":,:Jffi: 1,,,: !, 

*ut.i . o.,i J*, r *" 
"o,ounf

#:.i::Hd**itr,-*ut".atitsown.",,n.,JJlnlJ:::;,lj#:il9#Tfi :,u".,,::
ii) $ajor customers for rhe company are mainly-troters ana auring covid most orthe
l:':o';ffi,,!asl 

were 
"r*"i,'r,'.i'1"ro,ria,u Lor.tion in b,rd conseqiienrry 

leducineiii)1he shortfa, in revenue was as a resurt of budgeting Kshs 2i0,900,000 for wsrFGLSG and we ended up receiving *rirl,r*,,75 a variance 
"a*rn. rrr,u05,g25.Arso we budger Kshs r,239,gir,lot a."ortoa and ended up receiving Kshs+t S,goa,ota variance of Kshs rc;i,ii t,ii' t . 

"'

Committee Observations

The Committee observed that query remains unresolved from20l9/2020_
i. The cgmpany had a revenue shortfall otbudget). 

-u o rcv€rlre snortfall of Kshs. 1,047,474,764 (46% of the
ii. The company *,,:0.: absorb Kshs. 1,372,494,667 or 60%oof its budget.committee Recommendations . _,..t21,\)t) t or ouTo of its bu(

The Committee recommends that_

i' the Accounting officer shourd compry with reguration 42(1)(b) of the pubric

I*,lX#X,lffiJf ::Jvnco"'"'"-"nt)Reguratiodi;;;.exerting
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Observations

Recommendations
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ro IN ltn aud ha t rema lns ou ts and n as requ ed by scction 49 (2
t

e
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Review of the company records an4 an +udit rnspection carried out in January,2022
revealed weaknesses in the management of sewerage and sanitation ,"*i.a, *itt in
Mombasa city as detailed below:

i) The Company transports wastes from customers who are not connected to
Ivlombasa water sewer networks using exhausters, Howgyqr, thq, cgqrpany
does not have:a licensq lom National Enviropment Management Authorify
to carry out the service.

ii) Raw sewer wastes in Mombasa isrand and west mpin land is emptied into the
ocean due to lack of sewer treatment plants.

i ii)

ir)

v)

The sewer treatrnent plants at Kizingo and Kipevu have not been operating
for the last 20 years and 7 years respectively. progress repgrt ,

In addition, 9 selver nefworks qq[apsgd.(fiyg i1 Old tgwn,twg in Mambwe
and two in west mainland) while ail it""ilni'pump stations (four in west

Further, the untreated waste poses hearth hazards to the residents of Mombasa
city.

I tus ls contrary to regulations I0 and l I of the environmental ,mahagement 
and

coordination (waste water) regurations, 2006 which requires an ope.utof to have a
license for the transportation of waste ad to operate a w.4ste disposal site or plant
among others.

Inihe circumstances, mahagement was in.breach of the law. :

Management Response
i) The company could not get the NEMA license duethe condition of the waste

water treatment plant but we have now embarked on the rehabilitation of the
plants and the pumping station.

ii) Raw wastewater is being released inio the ocean because the treatment plants
are not operational. However, through the wSDp programme the following
projects ar.e ongoing to rectiff this:

l. KE-MowASCo-16771-cw-RFB Rehabilitation of the Kipevu wastewater
treatment plant and pur4ping stations. Thq project is at 35%" progress with a
completion date of l |h November 2024. The projLct is to rehabiritate lhe treatment
plant and West Mainland pump stations.

2. KE-MowASCo-113723-cw-RFB Rehabiritation and Extension of Sewer
Networks in west mainrand and Island. The project is at 10.5% progress with the
completion date of l4th July zoz4.Thisproject entairs replacing oio r.*.. sections,
rehabilitation of manholes, replacement of manhole covers and desludging of
manholes.

3. KE-Mow ASC}-|6772-cw-RFBn-or l Improvement of storm warer ourrets and
combined sewer overflows in Mombasa Isrand. This entails improvement of storm
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ets to cater for illegal connections of sewage to storm water drains and

pr vement of the PumP stations within the island

itt c bservations

m e observed that-

orted waste using exhausters desPite not having a

ater comPany transP
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th ce contrary to regulati

oordination (Waste Water) Regulations, 2006
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y emptied raw sewer waste into the ocean due to lack of sewer

o

t working

er compan

ter comPany has embarked on various projects to rehabilitate the wasteent Plants

treatment plants, pumping stations' and sewer networks

c Recommendations

ittee rccommcnds that; -

easures undertakcn bY the

e uditor-Gen eral reviews the mitigation m
treatment Plants' PumPing

:rt r comPanY to
r networks and Provide a stat
rehabilitate the waste water

us rePort on the same to the

t ons, and sewe

o mitte e; and
ort within sixtY(60) daY s of the adoPtion of this

E to submit a status reP

rt on the matter and the effectiveness of the measures taken bY the

ntY Government in 
^
dhering to NEMA gu idelines on waste

t

c

o

c

agement.

r (, lar award of contract

under review, the comPany

I motor insurance comPany

awarded a contract for motor vehicle insurance

Review of the insurance contract number

entered into with the service Provider on 20th

S SDP/089/2020-202 1 which was

02 lr evealed that the notification of tender award was issued on l3'h MaY 2021

c le s than the stiPulated fourteen daYs' window Period before signing the contract

e procurement aPproval was slgned bY a Person other than the accountlng

tnoauthorizing letter delegating such resPonsibilitY was provided for audit

it on.

ent and Asset DisPosal Act'

S ntrary to Section 135 (3) ofthe Public Procurem
thin the Period sPecified in

S s that 'a written contract shall be entered into w
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the notification but not before fourteen days have elapsed fo,owing the giving of thatnotification provided that a contract shall te signed within ,rr. ,"na-.. rur]airy pe.ioa,.
In the circumstances, management was in breach of the law
Management Response

i) t'ne wate.r Bowsers and vacuum Exhausters plays a great rore in fac,itatingconsistent water supply and :sanitati
settlements ana.in,r.n l*o* 

"r^.r,T"t:;;:t ":tE:;,#,; ?.ii:ffithe time to get the vehicles o,rrh.-rouJ was at the expense of saving humanlives thus the:Aocounting Officer invoked seition OSA) uf tlr. arOrO ,O*to approve the procurement relating to an ugent need. This was in adherenceto the'directive issued by the MiniJtry.of water to p.oria.-*ut., in rt ut.gi"rocarions and points ro enabre effective hana*"r;J;;;;";0.;'i . provisionto all the residents, hospitals, health centers and dispensaries.ii) The contract was duly signed as per attachedCommittee Observations

I .--:

i. the water.company awarded a contract fo
insurance .".;;; ;";il,-;;;::i:';fffi,[ffi HIil:J";#I'period:after 

notification of tender i"J"r"**, conrrary to Section 135(3) of the, Public?rocurementand AssetDispo.ut,i.f, ZOt.S.ii' 
;:"#:1'ffi1;"#ir*o *" ";l;;;;", a resurt ormeasures taken to curb

Committee Recommendations

Noting that the water company took the measu

Lr, 1n 
u Com mif rqe .".o-.., o, th a r the m a ttfi'.til:il Ji: :i::?i":: f,1[l?;the Accounting officer ensures rh^r th";;;;;;;.nr* stricry adheres to secrion

;r:,:fjJ*l;1i" 
procurement uoo arr"ioisposar Act, wirh regards timelines

" Ir::ffit''g 
qf Procurement of Goods and Services ourside rhe e-procurement

In the year under review, the company processed tt
1an 

ua I ly ancr o uts i d e the approved o.o. r.. .n"n,'"rfi:."Jl" lTf;rf H Hffi.;49(2) of Pu6lic Procurement and Assets Disposal Regulations 2020 which states rhat'the conduct of e-procurement procedures for the suppry of goods, works and servicesshall be cariied out by a procuring entity using an e-procurement system which isrntegrated to state portal,,
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4)

clr stances, management was in breach of law

t Response
acquired ERP system which is integrated to PPIP (Public

has now

en Information Portal)

Observations

observed that the water company Processed the Procurement of goods

manually and outside the approved procurement systems contrary to the

e(2) of Public Procurement and Assets Disposal Regulations 2020' The

v has since acquired an ERP sYstem to support e-Procurement, thus the

solved

Recommendations

mitigation measures taken bY the management on acquiring an ERP

pport e-Procurement, the Committee recommends that the matter be

as esolved.

r xpenditurc on RePairs and Maintenance of Motor vehicles

c

f

e

s

s

nt of profit or loss and other comprehensive income reflects transport and

ount of Kshs 31,035,839 as disclosed in note 19 to the statement of

ents. The transPort and travelling amount includes an expenditure for

d nance of motor vehicle s of Kshs. 13,773,574'00' however' the repairs

rted with Pre and Post inspection reports from the deparfinent ofpublic

, there was only I repair and maintenance service provider' contrary to

CompanY Procured a 1-Year framework contract for repair and maintenance

hicle services using reque st for Quotation and not open tender contrary to

urement Asset DisPosal Regulations, 2020 which states that, a procwmg

nter into a framework agreement through open tender using an invitation to

ch shall speciff {a) that the procurtng entity intends to establish a

agree ment; (b) the number of suPPliers or contractors which shall not be less

v

r

r

en alternative vendors; (c) the duration of the framework agreement which shall

three years; (d) the evaluation criteria; (e) an estimate of the total volume or

ork or quantity of Purchases exPected to be made for the duration of the

agreemen t, as approPriate; and (0 anY other information as may be deemed

o

r
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Management Response
i) The company has engaged ministry of public works to do pre and post repair

wolks on the vehicles.

This was not a framework contract, thc company procured a l.year contract
for repair and maintenance of motor vehicre sl*ices using request for
Quotation. Currently we have a l -year contract fbr repair una .n"uinr*un.. or
motor vehicle services procured through open tender.

the rAccounting officer shourd ensure timery submission of docqments
during the audit process in rine with section 9 (r) (e) of the pubric Audit Aql ,

failure to which thc committee sharr recommend for their investigation and
prosecution in line with section 62 (2) of the public Audii Act.
Noting the mitigation mcasures taken by the com,any, the Committce
recommends that the matter be marked as resolved.

CommitteeObservations : . ,:

TheiQe66i6ee observed that the.management subminqd.documentg,to support the
expenditure of Kshs. 13,773,574 for repairs and maintenance of motgr vehiqles and thesame was verified by the Auditor-General.

Committee Recommendations

The Committee recbmmends that-

ll

5) Irregular expenditure on Fuel and Oils
The'statement ofprofit and loss and other comprehensive income reflects transport and
travelling amount of Kshs 31,,026,839 as disclosed in note l9 to the financial statements.
The hansport and travelling amount includes an expenditure on fuel and oils of kshs
12,621,606. Audit review of the expenditure revealed the foilowinganomaries:

' :,i. circular No op/cAB.9/I08A dated 30s April, 2015 for supply of fuel and oil to
govemment by National oil corporation of Kenya lNational oil) states that in
order to realize the benefits, all ministries and Govemmgnt 4gencies are
therefore, requested to liaise and negotiate with the corporation for suppry of fuel
and oil. However, no evidence of negotiation between the company and
National Oil was provided for audit revierv.

ii. Fuel and lubricants costing Kshs. 12,621,606 were not taken on charge vide
counter receipt voucher (S l3).
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In,the circumstance, management was in breach of the regulations.



w IK tickets of the company vehicles did not indicate total fuel drawn' fuel

forward and distance covered

:.:tliTt""totiation between the company and national oil before the

ntract was signed
ds and as 513 is difficult to record

S JServes as the document to recerve goo

ord sheet which is countersigned
lwe use an intemallY generated fuel rec

nt, Human Resource and Finance
ttuee (3) representatives from procureme

d partrnents

is has since been correctedandthecompanyisnowusingcompletework

kets indicating the fuel drawn and distance covered

Observations

ttee observed that-

management failed to Provide evidence of negotiation between the

pany and National Oil for supplY of fueI and oil for audit review as ts

red by Circular No OP/CAB'9/108A dated 30th Apri1,2015 for suPPlY of

and oil to government bY National Oil CorPoration ofKenya Q'{ational Oil)

management submitted work tickets that excluded information such as total

drawn, fueI carried forward and distance covered. However, thus was

ted and an amended coPY was submitte d to the Auditor-General for

cation
S13 document is to receive goods' however'

management clarified that the

ntemally generated fuel record sheet
rding offuel is done uslng an I

e Recommendations

m ittee recommends that-

Accounting Officer should ensure timelY

ng the audit P rocess in line with scction 9 (1) (e) of the Public Audit Act'

ure to which the Committee shall recommend for their investigation andu

secution in line with section 62 (2) of the Public Audit Act-

ing the mitigation measurcs taken bY the company, the Committee

ommends that the matter be marked as resolved'

112 lPage

iii

T[re

i)

ii)

iii)

1.

lt

fl.rel

+.,"

lll

fue

l.
submission of documents

N

Com

ll.

ll



CHAPTER EIGHT

REPORT ON THE AUDITED FINANCIAL STATEMENTS FOR NANYUKIWATER AND SANITATION COMPANY LIMTTED FOR THE FINANCIALYEAR 2020/2021

The Govemor of Laikipia codnty Hon. Joshua wakahora Irungu, EGH appeared beforethe committee on Thursday 2l't September,2023 to respond (under oath) to auditqueries raised in the Report of the,Auditor General on Financial'statements for Nanyukiwater and Sanitation company (NA,ASC.) Limiteel for the Financial year
2020/2021 . He was accompanied by_

- CECM Water andrsanitation
- CECMFinance and Eqonomic planning
- MD Nanyuki Water
- Intemal Auditor Nanyuki Water

The Nanyuki water and sanitation company Limited is wholry owned,by the countyGovernment of Laikipia.

R-EPORT ON THE FINANCIAL STATEMENTS

The Auditor-General reridered a quarified .opinion: cin the financial statements forNanyuki water jand sanitation company Limiieii for, the ,financ iar year 2020/202r onthe following basis-

l.l Unsupported Trade and other Receivables

As disclosed in Note 27 to'the financial statements, the siatement of financiar positionreflects trade receivabres barance of Kshsr r,53,505,025 as at 30s.June 2021. However,audit review indicated the following anomalies;

i. Varue Added Tax (vAT) refundable of Kshs ?_2,253,547 was notsupported with correspondences from Kenya Revenue ar*,*ity
ii. The company's Board approved the write off of the specific bad debtsamounting to Kshs 30,605,364. However, the write off was not approved bythe county Executive committee Member for Finance. This is contrary tosectiorr 150(2) of the Public Finance Managernent Act which requires anAccourting officer of a county Government entity to obtain approval of thecounty Executive Committee Mernber for Finance to write oriu to.r.

In addition' the criteria of selecting debtors who qualified for write off was unclear sincemajoriry of debtors were entities that stilr .xist und Ivlanagement ought to have prannedfor instalment payment arrangcments with affected clienis. rni, is""ont.ary to ,""tion

i.

ii.

I ll.

iv.

Mrs. Leah Njeri
Mr. Wachira Gacheri
lr4r. Kennedy Gitonga
Mrs. Phoebe.Karimi
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5

vemments) Regulations 2015

Public Finance Management (CountY Go

that all losses written off are

that an Accounting Officer shall ensure

r anY other relevant legislation'

e o ce with the PFM Act, the Regulations o

stances the accuracy of the trade and other receivables balance of Kshs

c

c

5 could not be confirmed

a t ResPonse

comPany is mandated to Provide safe, Potab Ie drinking water and waste

ter management' VAT Act Cap. 416 (enacted in 1989 now rePealed)

orized both water and waste water managem erfi as zero rated suPPlY

wever, the VAT LctCaP' 476 (enacted in 2013) which came into effect in

um

ompany will continue utilizing the VAT credits on its future VAT liabilities'

write off was Presented to the CountY Executive Committee Member:

inance, Planning and EnterPrise DeveloPment for ratification and'this was

ne on 8th lune2022

Observations

ittee observed that-

at 30th June 2021, KRA owed the company VAT refund amounting to

s.22,253,547
Kshs. 30,605,364 was written off unlawfullY and contravened section

0 of the PFM Act and regulation 150 of PFM (CountY Governments)

gulations, 2015 as the management did not seek the aPProval of the

CM Finance

e Recommendations

e mittee recomrnends that-

ptember 2013, re-categorized water Proviston as zero rated suPPlY whlle

te water management as taxable suPPlY' After the repeal ofthe latter, the

e water management supplY becam e exemPt suPPlY

d amendments to the Income Tax

Laws (Amendment) Bill, 201 8 introduce
excluding bottled water from

ct bY categortztng the suPPlY of natural water
VAT incuned bY the affected

pp

o raled suPPlY to exemP

Iies would not be claimab

t supPlY hence anY

Ie for inPut tax' Guided bY the provisions of the

the comPanY had continuouslY claimed the VAT input which had

ulated to Kshs. 22,253,54 7 at the time of audit. However, aPPlication

frefund from KenYa Revenue Authoriry was still under review' The
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tl.

The stalement of financial position reflects a barance of Kshs 25r,43 1,043 underProperty' plant and' Equipment which, .r. orrr"*o in Note Ig to the financialstarpmentsi incrudes an ar4epnt of Kshs. 30p00,0;;1;;:;;;ibr',;Iulluo"o ,.o,Nanyuki'High schqol' However, the,tille deed was not provided for audit verification.Furthe;' lggbooks for ("1) motor vehiole 
"r; i; motor cycres a, valued at Kshs.4,165,708 were not provided for audit ."ui.*.t '' '

In Ihp circqrnstancps, the oyrgrship .nd accuracy of rhe property prant and equipmentbalance ofKshs' zsr,43r,o43as at'3,th Ju;;ldir 
"orro 

not be confirmed.
Management Response

,The financial statements reflected a balance of Kshs. 25r, 431,043under property, prantand Equipment' The logbooks of the fol *oa..r.les and (l) motor vehicle valued atkshs' 4, I65,708 are parr of arr.ts l.rs"i u""*inl o.orrct Nanyuki Municipar councirtfuough Northem Water Works Agency to NaWASCO.
The amount of Kshs. 30,000,000 is the varue of the instarations at Nanyuki High schoolcomprising of one boreho-l:^(210m deep, yield 25 m3 ftv.)and two reinforced concretestorage tanks (1,136m3,1,000mi). grru rvvrr rtrrruorc 

.Committee Observations

The Committee observed that the query remains unresolved as_

i' the ownership documents for the rand acquired from Nanl.uki High Schoolwere not submitted to the Auditor-General in contravention of section9(l)(e) of the public Audit Act.
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t. the Auditor-Generar to carry out aebtor circurarization of the vATrefund with a view to confirm and verify the amount outstanding and toverify if the amount stated is incorrect or in dispute;
the Accounting Officer to engage KRA with the aim of formulating apayment agreement to settre the outstanding vAT Refunds 

"na 
prrrio"a detailed status reportl on the srme tJ the Auditor-Generar f,r

,;:::*rnr, ieporting within 60 Oays from tt e adoption of rhis report;

the Ethibs and Anti-Corruption commission (EACC) to investigate thecircumstances under wtrith the Krrrr. s0,;05Jlo,"r, unlawfully writtenoff with a vicw to recommending to the Director of public prosetutions
prosecution of th'e Board Memblrs if ..;;;;crlpabitiry arises.

tt I.

1.2 Lack of documen ts



oks for one motor vehicle and four motor cycles all valued at Kshs

ll o

5, 08 were not Provided for audit revlew

ecommendations

tee Recommends that; -
the land acquired from

Governor Provides ownershiP documents for
thin twenty-one daYs of

nyuki High School to the Auditor-General

,l

I

l. t lYl
N

e adoPtion of this report;

ubmits to the Auditor-G eneral logbooks for the one

t c water company s

otor vehicle and four motorcYcles all valued at Kshs. 4'165,708 within

cnty-one daYs of the adoPtion of this rePort;

water companY maintains an

he Accounting Officer ensures that thc
cribed bY the Public Sector

ccounting Standard

ster in the format Pres

s Board (PSASB) and

ets and submit the same to th
the comP

e Auditor-General
any to carry out ap-to-date asset regl

nclusion that Public

t

f

aluation of all its ass

ithin 60 daYs from the adoPtion of this rePort;

mental Relations Technical

he Governor to engage the Intergovern
ocess of transfer of all assets

ommittee (IGRTC) to ensure that the Pr
nner;

nd Iiabilities are conrPleted in a timelY ma

he Auditor-General to undertake PhYsical verifrcation of all assets of the

the Committee within 60

water comPanY and provide a status rePort to

days from the adoPtion ofthis rePort'

OF LAWFULNESS AND EFFECTTVENESS
IN USE OF PUBLIC

U CES

tution, based on the audit Procedures Performed

to article 229(6) of the Constr
matters formed basis of cot

ditor-General, the following

were not aPPlied lawfullY and in an effective waY-

on-ComPlia nce with National Cohesion and Integrity Act 2008

Ied that during the Year under review, the

o

yhadato
f human resource records revea

tal of sixtY-one (61) emP loy ees on Permanent and Pensto

from the dominant comm

nable terms

unity. This
a

)
hich forty-nine (49) or eightY (80% were
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rs contrary to Section 7(2) of the National Coh

[:::*J:ffi X*,;::i"*"""ffi ;::T::il:Jll";'li,T#;;i',:,J'J:1

I"H;Htrlffiiffr"rement discriminate other communities in emproyment and

Management Response

The company inherited alr the 6r (sixty-one staff) from defunct Nanyuki Municiparcouncil' However, the subsequent.".*1*.n,, ].. aon" competitively and fairly withadvertisements from National newspapers una .orpuny uebsite.
Committee Observations

observed that the query remains unresolved because the company hado were from the dominant community.
Committee Recommendations

The Committee recommends that; _

i' The Board and. the accounting oflicer to make deliberate efforts
fl::ffir:|ilil#" endeavour tolompry with section zfri 

"na fzl or u,"
es ta brish m en.,,i,,'llli:"::1.*: ;:0,1*"ot'i"tr 

req uir., ir, 
" 
t p u uri"

in employment of staff; and 
diversity of the people of Kenya

The Board and the
p rogressivery co m p ry JI"[ il: ;IT',# H:, ff 

,*::: 
Ji:::,: J;Cap'265 which provides that at least ,nr.,r, 0"".""t 3070 0f the vacant posts

ffiITrfl:t 
be filled bv canrlidate' ,oho u* nor from tt 

" 
ao-io"ni"lr,ni.

The Committee
80% of staff wh

ll

2.2 Non-Revenue Water

Review of documents provided for audit revealed that thecompany produced 4 ,665,5g2cubic meters of water during the year out 
"i'*,.r, 2,Tgg,ogocubic meters bilred toconsumers. The balance of l,g76,502 cuUic metervolume produced valued ,t ;:;.';;.;:::j'cters or approximatelv 40Yo of the total

whi ch i s over and ;;;l 
ll::X: -i.f 

j 
i :11'"ffi;:; I:;*:X*:.'S.?Regulatory Board (WASREB) grridelines.
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p

a

an indication of inefficiencY and

n

ant level of Non-Revenue Water ts

ss in the use of public water resources, which negativelY imPact on the

's rofitability and its ability to contrnue as going concern

t ResPonse

y has accessed factors that caused high NRW that is above 25o/o in addition

nof water balance component based on International water associatron

wA) and water balance table' 68% ofoverall NRW was as a result of real

uted to the following;

SSES

(

oor condition of parts of the water network infrastructure

Iy infrastructure that was installed during the 1970s consists ofdeteriorated

e Galvanized Iron (GI), uPVC, and Cast Iron. This has led to significant

ses due to the condition ofthese old and degraded components

dry seasons (January to March and August to SePtember), herders migrate

Kenya forest in search of water and pasture. this usuallY results to them

the Pipelines leading to water losses

etwork Damage by Other Service Providers

I year 2 O2Ol2O2l, the Non-Revenue Water (l'[RW) ratio exPerienced an

a result of infrastructure damage incurred during the installation of fiber

bles and the improvement of road networks within Nanyuki municiPalitY

nt Losses

Metering Components Inaccuractes

master and consumer meters contrib utedto32%oof the overall NRW during

8,794 ofthe consumer t"tttt are more than eight (8) otd hence under-

gation to reduce NRW during the period

network infrastructure

Developed a proposal for funding to Water Sector Trust Fund (WSTF) for

pip" n"i*ort rehabilitation and replacement'

Upgrade and rehabilita;;;; pipe line network to HDPE in Ichuga and

Thingithu phase l, f'f g"i ' iotafing to 44'8 kms of assorted pipe sizes
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. Repair of lno. Leaking storage tank (Inooro).

' capacity buirding of commercial staff r lno.were trained at KEWI on bestpractices on proper meter reading insta.ation and meter servicing.

2. Vandalism and Destruction of Water system

' NAWASCo has continually co,aborated with Krs, KWS and community
Forest associations (cFAs) to sensitize the herders on the need to desist fromdamaging and vandalizing of water infrastructure.

3. Damage of water systems by other service providers.

4

b) Preliminary coordination meetings and planning with relevant utirity entitiesbefore the start of construction.

c) continuous instalration of pipeline markers arong water piperines andcollaboration with other service providers e.g., K[IRA.
Metering Component Inaccuracies

. Implemented the meter replacement and management policy.
' Developed a proposar for replacement of 4000 no customer meters toWASFMIN.
. Modification of a locally assembled meter test bench.. Replaced 61 6 no faulty and aged meters with AMR enabled. Serviced 4,800 no. Stopped customer meters.o Introduction of barcoded tags for customer meters.

a) updating of all new water and sewerage infrastructure on web-based GISGd htt s://www .natyasc o ts.co.

NAWASCo's diligent efforts in Non-Revenue water (NRW) management haveresulted in significant achievements. Initialry, at the company,s establishment, the NRWrate exceeded 6002. However, with unwavering commitment and strategic actions, thisfigure has been rowered to 32%o in the fislcar year 202r/2022, according to theassessment by the water Services Regulatory Board (wASREB), and currentry standsat 30%o.

NA,ASC. has implemented a comprehensive strategy aimed at further diminishingwater losses, with the urtimate goar of surpassing the industry benchmark of rgo/o by

The company has in place an NRW reduction strategy to further reduce water rosses tobelow the sector benchmark of l g% by 202g.
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servations
unresolved as the Non-Revenue water

e observed that the query remalns

was at 407o which was 157o above the sector benchmark of 257o as set

B guidelines However, the water company has made some efforts to

arising from commercial and PhYsical losses

mmendations

ee recommends that; -
lace with a view to

ew the measures Put in P

rt in the subsequcntuditor-General to revr
reducing NRW and rePo

ing their effectiveness tn

cycle; and
the Ethics and Anti-

t to collaborate with
easures are put place to

CountY Governmen

tion Commission to ensure pre-emptive m
p

cc cases of ttreft and illegal connections'I
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REPORT ON THE AUDITED FINANCIAL STATEMENTS FOR NTTHI
WATER AND SANTTATION COMPANY LIMITED FOR THE FINANCIAI,
YEAR 2020t2021

The Governor for Tharaka Nithi county. H.E Muthomi Njuki, appeared before the
committee on Tuesday, 25s July, 2023 to respond (under oath) to audit queries raised
in the report of the Auditor General on financial statements for the Nithi Water and
Sanitation company ltd for the financial year 202012021. T'he Governor was
accompanied by:

l. Mr. Njue Njaai - CECM Water
2. Mr. Laban Mwaniki - Managing Director
3. Mrs. Loise Murua - Chief Officer Water and Irrigation
4. Mrs. Irine Kithaka - Commercial manager
5. Mr. Nduaii .E. K - Director Accounts
6. Mr. Erick Munene - Internal auditor
7. Mrs Glorytine Kathure - Technical Manager

Nithi water and Sanitation company Limited company is wholly owned by the county
Governmerrt of Tharaka Nithi.

REPORT ON THE FINANCIAL STATEMENTS
The Auditor-General rendered a qualified opinion on the financial statements of Nithi
water and Sanitation company Limited for the period under review on the following
basis:

1. Fixed Assets

The statement of financial position reflects property, plant and equipment totaling ksh
176,251,207 as further disclosed in note 17 to the financial Statements. The balance
includes buildings and motor vehicles with a historical value of kshs 656,645 and ksh
1,358,997 respectively. However, ownership documents, including the title deeds for
the land on which the buildings are located, and the logbooks for the four vehicles were
not provided for audit. Further, the value of the parcels of land are not separately
disclosed in the financial statements.

In the circumstances, the accuracy, ownership and existence of the property, plant and
equipment amounting to kshs 176,251,207 at June 2021 could not be confirmed.

Management response
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0

rdance with the water Act'

mandated to Provide suPPo
nt water w

e WSP in water reforms in acco

orks develoPment agency (forme

rt to water companles

rly known as Water Board

under section 53 ofthe
fo tion of th

its agent. Therefore the comPanY received stated assets and many other to

ervlce s until frrrther amendment of Water Act 2016 section 83 and water

S

o

ection 83 of the Water Act 2016' County owned WSP shall hold assets for

Observations

observed that-

tatement of financial Position reflected ProPertY' Plant and equiPment

ksh 176,251. The balance included buildings and motor vehicles with a

Cal value of kshs 656'645 and ksh 1,358,997 resPec tivelY. However,

rship documents, including the title deeds for the land on which the

il ngs are located, and the logboo ks for the four vehicles were not Provided

r udit.
value of the parcels of Iand were not separately disclosed in the financial

ll
ments

tt Recommendations

m ittee recommends that-

documents are Provided
h Accounting Officer to ensure that suPPorting

ed under section 9(1)(e)

o hc Auditor during the audit Period as requrr

u lic Audit Act,2015'

accounting officer to Provide the ownershiP documents for the various

as ets to be verifred bY the Auditor General with in 60 daYs of the adoPtion

of his rePort.
officer to ensure that the value of the Parcels of land are

T e accounting

se aratelY disclosed in the financial statements as required bY the

I ernational Accounting Standards'

and other PaYables

the financial statements reflects a balance of kshs 36'431,166 in resPect to

other PaYables which includes Kshs' 7,262'572 in resPect to other PaYables

c the build-uP ofthe arrears as rePorted in the Previous Year , the analYsis ofthe

ot availed for audit verif,tcation

8

alance and associated invoices were n
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In the circumstances, the-accuracv and completeness of the trade payables of Kshs7,262,572 as at 30th lune 2022 could not U. .onl.r.a.
Management response

Kshs' 7,262,572 rerates to outstanding board adrnin fees and Reguratory le,zies due to

il::;r.:"'r* 
reguratory board. Attached prease find redgers containing the bu,d_up of

wasreb do not issue invoices therefore wSpS uses gazettenotice No 12 r gg to tabulateamounts due' Attached find gazette notice and wasreb memo tbr reference.
Committee Observations

The committee observed that the financiar statements reflects a balance of kshs36'431'166 in respect to trade and other payables which includes Kshs. 7,262,572 inrespect to other payables. Howevsl, the build-up of the arrears as reportea in ttreprevious year, the anarysis of the opening uutun.. and associated invoices were notavailed for audit verification.

Committee Recommendations

The Committee recommends that_

The Accounting officer to ensure that supporting documents are providedto the Auditor during jhe ayait period 
".^."qui."a under section g(r)(e) ofthe Public Audit Act, Cap. 4128.

The Board and the u""u:nrjlg officer to develop a structured payment planto be approved by the Auditor Generar wittrin oo days of the adoption ofthis report to crear the outstanding debt, and the auditor-generar to reportin the next audit cycle.

lt.

3. Revenue- Other rncome
Note r 0 to the financial statements reflect other income totaling Kshs. 7, l0g,g04 whichincludes Kshs. 70g,000 in respect of exhauster. However, an audit review of thetransport documents revealed that the work tickets had no entries for the fuer drawn bythe exhausters and no schedule of movement was availed for audit review.
Under the circumstance the compreteness and accuracy of income generated of Kshs.

;::,ll?#3j:ted 
in the financial state..r,, ro.,r," year ended 30 June 2021 courd not

Management response
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d over in January 2021 bY TWWDA

anitation Program

National g
o. Vacuum exhausters were hande

overnment Project known

funded bY Africa

as KenY

DeveloP

a town's sustainable water

ment Bank which is still

of the exhauster had a mechanical breakdown soon before we had fueled

However, the other one had fuel enfries
ur e

c

bservations

09 804 which includes Kshs' 708
e observed that the financial

,000 in resPec

statements reflected other income totaling

t of exhauster' However' an

of the transPort documents revealed that the work tickets had no entries for

by the exhausters and no schedule of movement was availed for audit

Recommendations
Officer should ensure timelY

ittee rccommends that the Accounting
in line with section 9 (1) (e) of

of docu ments during the audit Process

2015, failure to which the Committee shall recommend for
Audit Act'

tion 62 (2) of the Public Audit
igation and prosecution in line with sec

ent of P

e Non- Revenue Water (NRW

rofit and loss and other comprehensive income and as disclosed

6 to the financial statements reflects a Kshs. 70, 446,550 balance in related

nue for the Year under review. Documents Provtded for audit revealed that

y produced a total of3, 556,428 cubic meters (M3) of water during the Year

w at a Production cost of Kshs.3 Per cubic meter' However, onlY 1,329,416

stributed and billed to customers while the balance of 2,227,012 M3 or

ly 62.6Y, of the total volume Produced was not billed and was therefore

for. Annex I of Water Services Regulatory Board (WASREB) guidelines

Performance Standards 2006 allows a maximum loss ofL|o/ofor every cubic

of water Produced and hence onlY 889,107 M3 loss was allowed out of

2

) f water Produced at a cost of Ks
ubic meters (m3) Produced bY the ComPanY. The Ioss of 1,337,905 (M3)

hs. 4,013,715 was therefore non-allowable

umstance, the non-revenue water negatively impacted on the Company's

J

(

s6 c

6

cl

fi ity and its long-term sustainability

T

ent rcsPonse
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That the company acknowledges the high Non-Revenue water figure this year of62'6%, totar production for the year was zlsse ,+zt^l,however onry 1,32g,416 m3 wasaccounted for in terms of sales. The alrowable limit is 25yo of totar water produced, asper the water Services Regulatory Board (wASREB), guidelines on servicePerformance Standards 2006.

The company is in pursuit of the above and has made a step forward with respect to thelast financial year 201g.-20?0:The company registered a Non-Revenue water loss of69 %' A decrease of 6-4 %o. The company st ategi. plan targets are Syo.This does notjustify the high Non-revenue figure; however, with the practicab,ity in the sector onthe reduction of Non-Revenue water attaining reclu ction of 37.6o/oin a single financialyear is a whore rot oftask considering the .huir.ng., with our distribution system such

i)water theft and limited access to carry out operations at piperine sections passing

,tf.Hr'ffi :'.':]|oill:.', ::': 1* o i the di stri b uti on svs tem 
" "';;; m anaged bv

suppry;Mutonga",,fr :':X.?1;ffi1"1"i"Ii#,:ffi ,,i',:xx::i}:::r:k,j
Non-Revenue water ross o! go% The company is in the process of sourcing funds tore-route these pipelines to follow,oud co.ridors.

ii)competition for way leave with other commturity projects .Two of our schemes areheavily affected by this challenges namely chuka-Karingani and chogoria schemes.operations are very diflicurt in these r"h...s u, several pipelines share a lrn width wayleave hence frequent bursts accidents caused by the community water projects whireaccessing their supply networks. The company is undertaking a rehabilitation and re_routing of the distribution where *ay reaue a[,ows, including"charr. ;i;;. materiarsfrom upvc pipe material to HDpE. The management is closely fo,owing this issue withthe county commissioner's office to bring thl stakeholders on the table for an amicableagreement on the way forward on handling routine operations.

iii)The piperine has also enhanced investigatioru of the pipelines traversing privatelands as short term intervention.

iv) The company has also secured an ultra-sonic flow meter to equip the Non_Revenuewater unit' The Non-Revenue unit has been undertaking ."griu, meter testing andreplacement.

The above chalrenges and./or interventions are actively pursued by the wSp, which hasshown a positive outcome in the last financial year as to the reduction of Non_RevenueWater and overall revenue collection from an u,n..ug. of 3,500,000/= per month in theFy 2019-2020 to 5,000,000/= per month in the financial year under Audit (2020_2021).
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to the set benchmark in the future financial Years

bservations
62.6Yo over and above the

II 2

e observed that the non-revenue water was

the Water Services Regulatory Board (WASREB)

% prescribed bY

C ee ecommendations

ttee recommends that-

rehensive measures to mitigate

ccounting officer to Put into Place comP

on-Revenue Water such as installatio n of smart meters to ensure

ate billing, the rePlacement of the old age dilaPidated infrastructure

ell as the introduction of a GeograPhic Information System (GIS) to

c

ent therefore undertakes to actively follow on the reduction ofthe non-

y were Kshs'60, 689'129

e

m

c

e

c

o ide real-time data on leakages and bursts for monitoring and timelY

CC) for the develo

tcnance to P
Governor to eng

revent water loss among

age the Ethics an

pment of institutio

other measurcs'

dA
nal c

nti-CorruPtion Commisslon

orruption Prevention PolicY

hc comPanY' d the imPlementation of the

vsis revealed that all trade recervables amounting to kshs. 60,689,129 have

for more than eight (8) months. It was observed that an amount

Ksbs.15,172,282

,068,913 has been outstanding for more than two (2) Years'

utstanding for more than a year, whiIe Kshs. 39,447 ,934has been outstanding

n 8 and 12 months

verability of the trade receivables of Kshs'60' 689'129 as

th CI umstances, the reco

e 2021 is doubtful

r
h Auditor-General to review the efficacY an

evenue water and rePort in

c ures Put in P lace to mitigate on the non-r

he subsequent audit cYcle'

utstanding Trade Receivables
t of Kshs.74, g28,4ll under trade

ent of financial Position reflects an amoun

receivables, which as disclosed under note 2 I to the financial statements

shs. 60,689, l2grelating to trade receivables. A review of trade receivables

J

r

J

o

TN (, ment response

n in the financial statement in the note no' 27(a) of trade receivables' there ls

vement of debts collection, in the Year 2Ol9l202O the Gross trade receivabless

r

pr

\s. 61,412,257 and in the Year 202Ol2O2l rhle
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Compared to other previous years, the receivables maintained an upward trend but inthis current year, there in an improvement whi;; ;due to formati* iro"u,, RecoveryUnit. Attached see copies of minutes 
"f 

*. ,.0i, *ecovery Unit.
Committee Observations

The Cornmittee observed that:

(D 
.;|;,rll?lrlt"r 

statements inctuded Kshs. 60,689,129 relaring to trade

(ii) A review of
receivabres".:'.ll,"d',T'iif 'rr,#i,il"I;,'..l,1:f :T":*#l,Jt:more than eight (g) months. It was observed that an amount of kshs.6,069,913 had. been outstanding for more than two (2) years, Kshs.15'172'292 had been outstandilg for more than a year, wh,e Kshs.39,447,934 had been outstanding il. b",*."n g and l2 monrhs.Committee Recommendatious

The Committee recommends that_

i. The accounting rlT... t3 dlvclol a comprehensive debt recovery strategyfor the company which shourd u" r".in"a"uy the Auaitor Generar within 60.. 11tr ofthe adoption ofthis report; andii' The Accounting offtcer ,, ,"o".iru" a deta,ed anarysis of the rongoutstanding trade receivabres and with the Board,s approvar, write off theirrecoverable debts in line with the section 130 (2) (d) of the pubric FinanceManagement (County Governmentg n"gufutiors, 20I5.

L27 lP a?,e

6. Lack of a Risk Management policy
Review of the water company's Internar controls reveareci that the water company didnot prepare and approve a risk management poricy. Therefore, the watercompany doesnot have a framework for management of risk and has not documented, risks identified,assessed and risks controls measures contrary to section l5g of the public Finance

#fr Xrff :llfi:ily"::*mmenr) 
Re gulations 20 I 5 states that the accounting o ffi cer

whichincrudeo",oo*,::?lffi IJ:",X#i"i;li-,,X[flT;:[,..lrllm;
control that builds robust business operations.

In the absence of risk mz
appetite and set .irt ,ot.'^ugtment 

policy' it is not possible to detine the entity's risk
exposure to risk. 

rance levels by identi&ing boundaries uguinrt ,nu""eptable



lllr

en

3nt

0tlt

n

n

response

s, the Water Company is in breach of the law

loped our risk management policy which was approved by the

have deve

lurre2022'

bservations

observed that the water comPanY did not have an aPProved risk

to Section 158 of the Public Finance Management (CountY

policY contrary

Regulations 20 15.

Recomnrendations
r to adhere to Section 158

ittee recom

at the accounting o
c Finance Manag

mends that the accounting office

ement (CountY Governmcn

fficer shall ensure that the

t) Reg

countY

ulations 2015 which

government entitY

k management strategies' which include fraudp revention mechanism

of risk management and internal control that builds robust business
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13TH PARLIAMENT 2ND SESSION
MINUTES OF THE EIGHTY SIXTH SITTING OF THE COT]NTY PUBLICINVESTMENTS AND SPECIAL TUNDS CO;,TMITTEE WITH THE COUNTYEXECUTIVE OF BUSIA rO CONSiOTN-NTPONTS OF THE AUDITOR-GENERAL ONTHE FINANCIAL SiAT_TTTIBiTT OFTHE BUSIA WATERANDSEWERAGE SERVICES COMPAN' iiiVTTTTO FOR FINANCIAL YEARS20r8/20r9,20r9t2020 AND 2020/202r uplo oNTHURSDA', 27rH JrJLy,2023AT THE SHTMBA _.-y_r!Ls H/lii, -unsr 

FLOOR, KENYATTATNTERNATTONAT, coNvENTrOrv criinE rKrcc) AT 9.30 A.M.
PRESENT

l. !.n. Godfiey Atieno Osotsi, Mp
? !.n @rof.) Tom OdhiamboOjienda, SC. Mp
J l"n Wiiliam Kipkemoi Kisani, Ilp' - -'
1 !.n.Eddy Gicheru Oketch, d
5. Sen. Hamida Kibrvana Ali, Mp
6. Sen. Maureen Tabitha Mutinda, Mp7. Sen. Miraj Abdillahi Abdulrahman, Mp

ABSENT WITH APOLOGY

8. Sen. Paul Karungo Thangwa, Mp

IN ATTENDANCE

1. Sen. Okiyah Omtatah, Mp
2. Sen. Edwin Sifuna. Mp

SECRETARIAT

l. Mr. Yussuf Shimov
2. Mr. David Angwenyi
3. Mr. Erick Njogu
4. Mr. Godfrey Nyaga
5. CPA Kennedy Owuoth
6. Ms. Ilaisa Mwithi
7. Mr. Kataa Matano
8. Mr. Andrew Nyairo

- Member

- Clerk Assistant I
- Clerk Assistant I
- Clerk Assistant III
- Clerk Assistant III
- Fiscal Analyst
- Researcher officer
- Researcher officer
- Legal counsel

- Senator Busia County
- Senator Nairobi County
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- Chairperson
- Vice-Chairperson
- Mernber
- Member
- Member
- Member
- Member
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hat
Pe

Ocholla
Ng'enoh
re

- Audio officer
- Media Relations Officer

- Serjeant-At-arms
- Attachee

lifield Murimt

ANCE

Y EXECUTIVE OF BUSIA
- Governor

Paul Otuoma
- DeputY Govemor, CECM Water

Odera

opister WanYama

ck Nakitari
psum WAjala

Dr. Bonface Erute

David Karani

Margret WanYama

ancan Kwena

Miriam Okumu

lijah Mwaro
phonce Okwera

ICE OF THE AUDITOR GENERAL

red Abugah - Ag. Director , Audit

k Gachanja
Patrick Kimani - PrinciPal Auditor

CS AND ANTI.CORRUPTI ON COMMISSION

ck Kinoti -Liaison Officer, EACC

SEN/CPICSF I5I8I2O23 PRAYER

was called to order by the Chairperson at thirfY minutes Past nlne

llowed bY a word of prayer

SEN/CPICSF I5I9I2O23 ADOPTION OF THE AGENDA

of the meeting was adoPted having been ProPo sed bY Sen. Maureen Tabitha

and seconded bY Sen' Wi Iliam KiPkemoi Kisang' MP, as follows -

on ofthe Agenda;

tration of Oath of Witness and Tabling of Documents'

- CECM Finance

- MD BUWASSCO

- Chief Offrcer - Finance

- ChairPerson CPAIC

- CPAIC Member

- Director Liason '

- Revenue Officer

- Accounts Assistant

- Ag. CountY Secretary

- Clerk Asst. CPAIC

I
2

3
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4' Meeting with the co'.,rty Executive of Busia to consider Reports of the Auditor_General on the Financial Statements of the Busia water una s"*..ug. Servicescompany Limired for Financiar years 201g/20rg,2019/2020 and 2020/2021;5. Any Other Business; and
6. Date of the Next Meeting and Adjoumment.

ADMINISTRATION OF' OATH OF WITNESS
AND TABLING OF DOCTIMAYTS

The Govemor of Busia county took oath of witness and tabled the Managementresponses and supporting documents for the audit reports of Busia water and Sewerageservices company Limited for the Financial years 20rg/rg,2org/20 andzo20/2r.

MIN. NO. SEN/CPICSF / 520 /2023

MIN. NO. SEN/CPICSF/s 2II2O23 MEETING WITII COT]NTY EXECUTTVE
BUSIA TO CONSIDER REPORTS OF TID
AT]DITOR4EMRAL ON THE Ftr'VANCIAL
STATEMENIS OF BUSIA WATER ANDSEWERAGE SERVIC]ES COIIPAIiY
LIMTTED FOR TIIE FINANCTAL YEARS
2018D019 20D tmm N,D 2AnDU2t

The Following queries were interrogated for the Financiar year 2020/202r

Audit Query Conccrn bservation aud
Recommendations

o

ack of Fixed AssetiI L
Register

counting Officer did not
provide a fixed asset register
audit review.
Land and buildings of an
undetermined value were
captued in the company's asset
movement schedule as reflected
in note l2 to the financial
statement.

The Ac
ommittee observed that the

Accounting Officer failed to _

movement schedule.
The Committee directed the
Accounting Officer to ensure that
the water company carries out a
valuation of all its assets within 60
days from the date of the meeting
and submit an updated fixed asset
register to the Committee and the
Auditor-General for a

The C

udit review

ll

i.

.
provide an updated
fixed Asset Register for
audit review at the time
of audit-
Provide the value of
land and building in the
company's asset
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enue Water
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QuerY remains unresolved'

matterthereviewtoThe
audit cycle.subsequentthein

RESOFoUSEINSANDL4ON

QuerY remains unresolved'

meeting,

Busia

guidelines.

withinthatdirectedCommitteeThe
theofdatethefrom60 days

toCountYBusiaofGovemortl.re fullISwater companythcthatensure
GovemmentCountYthebyowned Act,Waterthewithlineinof

RegulatoryServiceswaterand6I20 The
ASREB)(wBoard lnmatterthereviewtoCommittee

audit cycles.subsequentthe

Articles

Association

companywatertheofstatusThe Accountingtheconfirmedbenotcould officateceltttheto providefailedOfficer ofandMemorandaandcapitalshare
reviewauditfor

high

itigating

installation

thethatobservedCommitteeThe
was veryWaterNon-Revenue

measuresmthethatand werecompanywaterthebytaken
directedCommitteeTheinadequate.

1n placeto putGovemorthe
measuresmitigatingcomprehensive theandthe physicalbothaddressto tomeasuresThelosses.commercial

oId,theof
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GISof

WASREB guidelines'

Water

points

per the

Non-RevenueScompanywaterThe
42IS percentagethat610h,atstood

AS25%ofbenchmarksectortheabove
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systems ro detect b

The Auditor-General to review the
measures put in place to ascertain
their effectiveness and provide a
status update in the subsequent audit
cycle.

Query remains unresolved

ursts real-time
among others

The l-ollowin g queries were interrogated for the Financial Year 2019/2020

Audit Query Concern
Observation and

roperty, plant, andP

Equipment provide a updated fixed asset
register for audit review.
The assets movement schedule as
disclosed in note l3 to the
financial statements did not
include the value of land and
buildings.

The Service provision Agreement
between the water company and
the Lake Victoria North Water
Works Development Agency
(LVI\WWDA) did not speci$
the land sizes and valuation on
which the various water scheme
under which the water company
operate from.

ll

III

The Accountr-ng Officer did not ittee observed that the
Officer failed to -r. provide an updated
fixed Asset Register for
audit review at the time
ofaudit.

ii. Provide the value of
land and building in the
company's asset
movement schedule.

The Comminee further observed
that some of the company,s assets
were yet to be handed over to the
water company by the LVIVWWDA.

The Committee directed that
i. within 60 days from the

date of the meeting, the
Governor and the Board
of Director to engage
LVIVWWDA and
ensure that the water
company takes full
ownership of all its
assets;

ll. the Accountin Officer
to maintain an updated
affixed asset register in
the format prescribed

The Comm
Accounting

the Public Sectorb

135 lP.r;1 e
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Boardl and

The Auditor-Ceneral to

review the matter and

orovide a status uPdate
'in 

the subsequent audit

cycle'

QuerY remains unresolved

lll

Accounttng Standards

Observation an

Recommendations

d

Concern

The Committee directed

Govemor to ensure that

le

ob

theatthbservedoitteeCommThe
ca vtechnwascom anywater p
wasexistencetSthatventinsol
thefromonslocatialondependen

andGovernmentCountY
furtherCommitteeThetors.credi

lacen peasuresm putthatserved
thereservetocompany

wereontlSalc pofinan

f-

water companythefoentmanagem
thefodatethefromd60 aysthin
andcstrate gracen pm pueetlng,
theforureSeasmveatilnno
ialfinanctheboostingandrecovery

SEforcompanywaterthefohealth
thalefi reportanditinab tyustaS torudtheandtteecommthe
toeneral.GtorudiTheGeneral. ilidedan provmatterthe1Crev

udauenbSU seqthetnustatus pdate

the

the

by the water

undesirable
inadequate.

11

workive ngahad negaticom vwater panThe currenttSaso55554SKshfotalcap itsexceeded4060 ,864 ,5Kshsfoit les
The536 ,246,0Ksltsfoassetscurren

I't surpassed51 ,04Kshsancebalbtorsde
5)4KshsfoalesSearsthe v

ncertaintY
to Going

g queries were interrogated for the Financial Year 2018/2019
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Interventions and Resolutions

Having considered the issues raised by the office of the Auditor Generar on theFinancial Shtements of Busia water aj s;;.;;" services company Limited for theFinancial years under review, the Committe. .rro]u.O as follows;
i).The Governor to take keen interest on the n

wa ter and S ewerage s ervices c ompanv t,#rr':r ;:t Ti ;Tlji:1'#}T:Constitution;
ii)'The Govemor, within 60 days from the date of the meeting, takes immediatesteps to ensure that Busia Water Compml is fully owned by the CountyGovernment in line with the water Act,20r6,the water services R.gul"tory

... ,:u.O (WASREB) guidelines and any otier guiaing taws.iii).The Governor ro constitute the Boari of OirJ
with the waterAct, 2016 and regu,",t;,, ;;t#;::H,y.Tl;:ilffi:,T#:
once the Board is properly constituted it should regularize the appointment ofthe Managing Direcror in line witrr negutation ll of the water ServicesRegurations' 2021' Further, the Goverio, ,o introduce of performancecontracting for all employees to improve productivify;

iv)'The nlanagement to maintain an ,paatea as.., *.rr.r.. in the format prescribedby Nationar rreasury and the p.ouisions ofsection 136 (r) ofthe pubric FinanceManagement (county Government) Regulations, 2015 and a copy of the samesubmitted to the committee within 6o dis from the date of the meeting;v)'The committee noted that Non-Rev.nuJ t;;. stood at 67 percent for rhe yearunder review' that is, 42 percentage points above the recommended sectorbenchmark of 25 percent as required by water Services Reguratory boardguidelines' The county Govemment or glia, within 60 days from the date ofthe meeting, to put inplace.a comptehensiu. pi* on how to tackle the high Non_Revenue water, crearly indicatinghow uotn ft yri.ut and commerciar rosses wi,be addressed and a report to be filed with the committee. Further; the office ofthe Auditor-General to verifr the measures and report on their effectiveness inthe next audit cycle;
vi)'The county Govemment of Busia, within l4 days from the date of the meeting,to provide a debtors' schedule to the committee and office of the Auditor-General; and

l37 lPage
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f

mmittee observed that the water company reporled a negative working

in the financial Year under review indicating that it was unable to meet its

and long-term obligations as theY fall due thus relYing on hnancial

rt from the CountY Executive. The CountY Government and management

bility and, within 60 daYs from the date of the meeting, Puts in Place

ic and innovative measures for the recovery and boosting the financial

of the water comPanY for self-sustainabilirY, and file a

tor-General.

ANY OTHER BUSINESS

report with the

ittee and Offrce of the Audi

EN/CPICSF/52212023

water comPany for information'

MEETING &

iat was directed to obtain the report by the Busia County Assembly's

ic Accounts and In'estme^nt' Cornrnitt"t on the consideration of the audit

EN/CPICSF/ 52312023 DATE OF 
-NEXTADIOURNMENT

erson adjourned the meeting at twenty minutes to one o'clock in the

next meeting would be held on MondaY' 31'rJulY, 2023 at 9:30 am

111412024

..... DATE:

(CHAIRPERSON: SEN. GODFREY ATIENO OSOTSI' MP')
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I3TH PARLIAMENT 2ND SESSION
MINUTES OF THE NINETIETH SITTING OF THE COUNTY PUBLICINVESTMENTS AND SPECIAL FUN" COUTVTTTTTE WITH THE COLINTYEXECUTIVE OF ELGEYO MARAK\ilT TO CONSTDER REPORTS OF THEAUDITOR-GENERAL ON THE TNgANiiAT, STATEMENT OF ITEN -TAMBACH WATER AND SEWERAGE COMPANY LIMITED FORFINANCIAL YEARS 2OI8/2OI,, ZOTSIiO2O AND 2O2O/202I HELD ONTUESDAY, IST AUGUST, 2023 IN TUB iTVT_AiL DINNTNG, NBWUdNC, MAIJ\PARLIAMENT AT II.OO A.M.

PRESENT

-1. !en. Godfrey Atieno Osotsi, Mp
?. !"n. (prof.) Tom Odhiambo Ojienda, SC, Mp3. Sen. Ledama Olekina, Mp
1. l.n.William Kipkemoi Kisang, Mp
| !rn.Paul Karungo Thangwa, fu
9. Sen. Eddy Gicheru Oketch, Mp
1. !., Miraj Abdillahi Abduirahman, Mp
8. Sen. Maureen Tabitha Mutinda, Mp

ABSENT WITH APOLOGY

9. Sen. Hamida Kibwana Ali, Mp
SECRETARIAT

- Chairperson
- Vice-Chairperson
- A friend of the Comminee
- Member
- Member
- Member
- Member
- Member

- Clerk Assistant I
- Clerk Assistant I
- Clerk Assistant III
- Clerk Assistant III
- Fiscal Analyst
- Researcher officer
- Researcher officer
- Legal counsel
- Audio officer
- Media Relations Officer
- Serjeant-At-arms

l. Mr. Yussuf Shimoy
2. Mr. David Angwenyi
3. Mr. Erick Njogu
4. Mr. Godfrey Nyaga
5. CPA Kennedy Owuoth
6. Ms. Raisa Mwithi
7. Mr. Kataa Matano
8. Mr. Andrew Nyairo
9. Ms. Winfred Ocholla
10. Mr. Josphat Ng,enoh
I 1. Mr. James Ngusya
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ANCE

YO/MARAKWET COUNTY EXECUTIVE

isley Rotich
- Governor
- CECM Water

n Lagat
- Chair ITWASCO

ck LinYewa
- CECM Finance

phanus Tanui
- MD ITWASCO

Yator
- CFM ITWASCO

miah Kigen

enry Ego

CE OF THE AUDTTOR GENERAL

k Gachanja
- Liaison o fficer
-NRRO

onface Ong'wen

NATIONAL TREASURY
- Liaison Officer

on Ndungu

CS AND ANTI -CORRUPTION COMMISSION

ck Kinoti

EN/CPICSF/547,12023

- Liaison Officer

was called to order by the Chairperson at ten minutes one O'clock

a word of Prayer'

SEN/CPICSF 154312023 ADOPTION OF THE AGENDA

PRAYER

of the meeting was adopted having been proposed by Sen' Eddy Gicheru

and seconded bv Sen' M;; i;iitha lviutinda' MP' as follows -

on of the Agenda;

stration of oath of witness and Tabling of Documents;
nsider RePorts of the

with the CountY Executt ve of ElgeYo Marakwet to co

-General on the Financta I Statements of the Iten Tambach Water and

e ComPanY Limited for Financial Years 2018 l2)l9, 201912020 arrd

02r',
ther Business; and

f the Next Meeting and Adjoumment
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MIN. NO. SEN/CPICSF/s 4412023

MIN. NO. SEN/CPICSF/ 545/2023

The Governor of Elgeyo Marakwet county took oath of witness and tabred theManagement responses atid supporting ao.ur*t, for the audit reports of Iten _

:;i;;f}Tfr#1. r"*..ure company Limited for the Financiar years 20r8lre,

MEETNG WITI{ THE COI.INTY
EXECLU\{E OF EIGEYO MARAKWET iO
CONSIDER REPORTS OF TTIE ATIDTTdRGENERAL oN TTIE FD,IANCIAL
STAITJTMNTS OF TIIE IIEN_ TAI\,BACH
ISIER AND SEWERAGE corlPANY-
LIMTTED FOR TIM FINANCIAL YEAAG
2018t2019, mD DUm ArliD 2vm/2u21

The Following queries were interrogated for the Financial year 2020/2021

Audit Query Con cern

on - Revenue WateiI N
Wa

Wat

eTh Non-Re cnue ter' the com wa-spany
2J hat l rcen ope nts abotag p ve the

rsecto benchm rka as thc erper Servlces
CR ato Bgu oars wrV ASREB( )

Ihe Committee observed that the
company's Non_Revenue Water
exceeded the sector benchmark
threshold and that the mitigating
measures put tr place by the water
company to address the matter were
inadequate.

The Committee directed the
Governor to ensure that within 60
days from the date of the meeting,
the water puB in place
comprehensive measures to mitigate
the Non-Revenue Water that is, both
the physical and commercial losses.
The measures to include replace o[
old dilapidated pipes, installation of
smart metres and application of GIS
systems to track bursts and leakages
real-time among other measures.

Query remains unresolved.

observation and
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i. the value of land on

which the buildings are

built was not disclosed

in the financial

statements'

ii. The water did not have

a title deed for the said

Piece of land'

The Committee directed the

Govemor to finalize on the Process

of acquiring futt ownershiP of the

said piece of land within 30 daYs

from the date of the meeting and

submit a coPY of the same to the

Auditor-General for veri frcation'

The Accounting Officer to maintaln

an updated and accurate fixed asset

resisier and submit evidence of the

.uL" to th" Auditor-General within

30 days from the date ofthe meeting

for verification.

Auditor-General to provide a status

update on the matter in the

subsequent audit cYcle'

remains unresolved'

The Committee observed that -

Query

statements of value of land which

the water comPany buildings are

built.
Failure to Provide ownershiP

documents for the said land'

financialNon-disclosure in

ncrshiP
urc ofN

v

an unexplained increase in the trade

receivables and that the water

comDanY had not demonstrated anY

efforts to recover the debts Further

the water comPanY had not Provided

a debtors schedule for audit review

The Commiftee directed that within

30 days from the date ofthe meeting'

the Accounting Officer to Put in

place comPrehensive debt recovery

measures to recover moneY owed to

the comPany and submit evidence of

the same to the Auditor-General for

audit review. The Committee also

directed the Govemor to ensure that

the water comPany Puts in Place a

debt management PolicY and submit

The Commiftee observed that was

the same to the Auditor-General

4,625,822 from a balance of Kshs' 22'895'027

in the 2019/2020 financial year to Kshs'

2'1,520,849 in202012021 financial year' No

explanation was given for increase and failure

to collect the debts Kshs' 18,136'387 had

been outstanding for more than 180 days'

by KshsThe trade receiv ables increased
ivables
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within 3 days frorn the date of the
meeting for audit review.

Query remains unresolved

The Following queri es were interrogated for the Financial year 2019120

Audit Query

3. Lack ofService
Provision Agreement

Interventions and Resolutions

Having considered the issues raised by the Auditor-General on the Financial Statements
of Iten - Tambach water and Sanitation company Limited for Financial years under
review, the Committee directed as follows -

i).The committee noted that the Non-Revenue water stood at 32yo that is 7
percentage points above the sector benchmark of 25%o as per the water Services
Regulatory Board (wASREB) guidelines. The committee, within 60 days from
the date of the meeting, directed the County Govemment to put in place clear
and actionable measures on how the water company intends to tackle the high
Non-Revenue water, clearly indicating how both physical and commercial
losses will be addressed and a report on the same to be filed with the committee
and the office of the Auditor-General to verifu the measures and report on their
effectiveness in the subsequent audit cycle;

ii).Noting that the county Govemment was not ir-r possession of ownership
documents of a parcel of rand hosting the water company and .ther pubric
facilities and that the status had remained the same for over I 0 years, the
committee, within 30 days frorn the date of the meeting. directed the county
Govemment to obtain ttre relevant ownership documents of the said land and
submit evidence of thc same to the Office of the Auditor-General for varication.

Concern Observation and

Recommendations

The Committee observed that the
water company had obtained an
operating licence from the Water
Services Regulatory Boad.

licence

Query was ma rked as resolvcd

The Company did not have an operating
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the Office of the Auditor-General to report on the matter in the

audit cYcle; and

that the water company had high trade

within 30 days from
receivables in the financial Year

the date of the meettng'

iew, the Committee'

the CountY Govemme nt to Put in Place a Debt Recovery PIan and the

submitted to Office of the Auditor General for vert fication.

N/CPICSF/54612023
ANY OTHER BUSINESS

other business
MEE'flNG &

N/CPICSF/s 4112023 DATE OF NEXI

ADIOURI\MENI

rson
e next meetlng

adjoumed
woutd be hel
the meeting

d on ThursdaY
at fifteen minutes Past two o'clock in the

, 3'd'August, 2023 at 9:00 am

HAIRPERSON: SEN. GODFRE

lll412024

. DATE:

Y ATIENO OSOTST' MP')
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#ts:.:"
I3TH PARLIAMENT 2ND SESSION

MTNUTES oF rHE Fglf^y-ErcHrH srrrJlg_gf rHE couNry puBl,rcII\TVESTMENTS AND SPNCNi rUNO'"b.iYYg,E WITHTUT COTNVTYEx'ECurrvE oF xrnrNvaca"i5"i6^sroro nnponis- or rHEAUDrrOR_GENERAL^ oI ruo riNaitrar, srarrn*rui oF THEKIRTNYAGA WATER,gO -SiWU^iiTU' 
C-O_MPANY FOR FTNANCIAL

'EARS 
20t8/20ts, zorqrzozo-aND r6)f,n"oir,:lprlD oN *EDNE'DA y, t7ruMAy, 2023 ArrT*1lf. ;6;-n;b;,,1l!I FLooR, KLNvATTATNTERNATToNAL coNvrNrroN?"oN"fii, (Krcc) AT u.00 A.M.

PRESENT

.l l.n.-Godfrey Atieno Osotsi, Mp
? l.n.paul Karungo thung*u, t,IP
J l.n.E<tdy Gicheiu oketJh, Na4. Sen. Miraj Abdillam aUOri*f,rran, Mp

ABSENT WITHAPOLOGY

j. !.n. (prof.) Tom Odhiambo Ojienda, SC, Mp
?. !.n Ledama Olekrna, Mp3. Sen. William KipkemoiKisang, Mp
1. l.n Hamida Kibwana Ati, Mp5. Sen. Maureen Tabirha frauiinal. fw

SECRETARIAT

- Chairperson
- Member
- Member
- Member

- Vice-Chairperson
- Member
- Member
- Member
- Member

- Clerk Assistant I
- Clerk Assistant I
- Clerk Assistant III
- Clerk Assistant III
- Fiscal Analyst
- Researcher officer
- Legal counsel
- Audio officer
- Media Relations Officer
- Serjeant-At-arms

l. Mr. Yussuf Shimov
2. Mr. David Answenvi
3. Mr. Erick Njogu
4. Mr. Godfrey Nyaga
:. Mr. Kennedy Owuoth
6. Ms. Raisa Mwirhi
7. Mr. Andrew Nyairo
8. Ms. Winfrea Oclotta
9. Mr. Josphat Ng,enoh
I0. Mr. John pere
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ANCE

n Ann Waiguru

acqueline Njogu
es Kihia

Jane Murage

Edward NYaga

arilns Otieno

eter Murimi
oseph Mwangt

ony Munene

awrence Muchira

teven GikonYo

ared Wachira

EXECUTIVE OF KIRINYAGA
- Governor
- CECM Finance

- Board ChairPerson

- Ag. Fm KIRIWASCO
- Co. Finance

- Co. Planning and Procurement

- Co. Water

- Intemal Auditor KIzuWASCO

- Political advisor

- CountY Director Budget

- KirinYaga
- KirinYaga

ICE OF TIIE AUDITOR GENERAL

Peter M. Gitonga - DePutY D irector Audit

James Njeru - DepurY Director of Audit

Fredrick Kitili - Manager Audit

CS AND ANTI-CORRUPTION COMMISSION

P ck Kinoti - Liaison Officer, EACC

SEN/CPICSF I2\2I2O23 PRAYER

llowed bY a word ofPraYer

. SEN/CPTCSFI293I2O23 ADOPTION OF THE AGENDA

of the meeting was adoPted having been proPosed bY Sen. Paul Karungo

MP and seconded by Sen. Miraj Abdullahi Abdulrahman, MP, as follows -

on ofthe Agenda;

tration of oath of witness and Tabling of Documents;

with the CountY Executive of KirinYaga to consider Reports of the Auditor-

on the Financial Statements of the Kirinyaga Water and Sanitatton

any Limited for Financial Years 2}l8l2}l9,2Ol9l2020 and 202012021:'

AIN

6

7

1

r\.

2

J

4

5

trrlrs

N,ft.##
NL.

il..
Nilt

Mr

I

0

1

2.

i.
')

3.

C.
Mr

B

8

9

I
I
I

Mr.

was ca,ed to order by the chairperson at twenty-two minutes past elOven

of,5



6 Date of the Next Meeting and Adjoumment

MIN. NO. SEN/CPICSF I2g4I2O23 ADMINISTRATION OF OATH OF IVIINESS
AND TABLING oF DOCTMFT\ITS

The Governor of Kirinyaga county took oath of witness and tabled the managementresponses and supporting documents for the audit reports of the Kirinyaga countywater and Sanitation company Limired for Financial y:ears20rg/20tg,zotgtzozo 
ana2020/2021.

MIN.NO.SEN/CPICSF/295/2023 MEEIING WITH KIRINYAGA COTINTY
EXECLITIVE TO CONSIDER. TIIE AI.]DITOR
GENERAL'S REPORT ON TIIE FINANCTAL
STATEMENTS oF KIRII\TYAGA WATER
AND SANII{TION COMPANY FOR TTIE
FINANCIAL YEARS zO$/M19, 2OI}I2MJ AIqD

The office of the Auditor-Generar i^di"ut?ffiL" roilowing queries had since beenaddressed by the management _

Report on the Financiar statements for the Financial year 2020/202r

a. Inaccuracies in the Financial Statements;
b. Statement of Changes in Equity;
c. Misstatement of Water Sales;
d. Trade and Other Receivables:
e. Unsupported Water Bills Adjustments;
f. Cash and Cash Equivalents;
g. Unsupported Short_Term Loan; and
h. Statement of Comparison of Budget and Actual Amounts.

Other matter

a' Movement of Conditional Liquidity Grants to Deferred Income Without
Approved Budget; and

b. Progress on Follow-up of prior year Audit Matters.
The Foltowing queries were interrogated for the Financiar year z0z0/202r

Audit Query Con cern Observation and
Recommendations

L4TlPage
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water comPany had recovered Kshs'

919,340 out of the salary advance of

Kshs. 1,134,473, leaving an

outstanding unrecovered debt of

Kshs. 208,465. The Committee also

observed that loans amounting to

Kshs. l70,l14 were advance to 4

former ofhcer ad that it was yet to be

recovered.

The Committee directed the

Govemor to ensure that the water

company institute measures to

recover the outstanding balances

and submit evidence of the same to

the Auditor-General for verifi cation'

The Auditor-General to Provide a

status uPdate on the mafter in the

subsequent audit cYcle.

The querY remains unresolved

The Committee observed that the

officers to purchase laptops had no support

documentation including approvals and

evidence that the Management has initiated

recovery of the salary advances'

1,134,41J and Kshs.

to four (4) former
Salary advances of
l70,l14 for staff

Kshs.

Ioans

Kshs. 98,644,815 in resPect of

property, plant and equipment was

not supported bY an uPdated asset

register and other asset ownership

documents.

The Committee directed the

Governor to ensure that the wrter

companY secures full ownershiP of

all assets and submit an uPdated

fixed assct register in the required

format as Prescribed bY the Public

Sector Accounting Standards

Board within 14 daYs from thc

date of the meeting.

The qucrY remains unresolved

The Committee observed that the

the property, plant and equipment balance of

Kshs. 98,644,8 t 5 as at 30 June could not be

ascertained as -

the amount was not supPorted bY

an updated asset register and the

assets had not been valued for a

long time.

OwnershiP documents for assets

were not Provided for audit'

leteness ofThe accuracY, ownership and comP

lant and

148 lPage
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l. Budgetary Control
and Performance

'l'here was unrealised revenue collection of
Kshs. 39,353,871 and an under absorption
Kshs. 3 1,142,020, hampering service delivery
to the people of Kirinyaga.

The Auditor-General to confirm
the effectiveness of the mitigating
measurcs put in place by the water
company and provide a status
update in the subsequent audit
cycle.

Qrrery remained u n resolved

LIuB RE oS URCES

l. Non-Revenue Water The Non-Revenue Water stood at 60%, that is
35 percentage points above the sector
benchmark of 25o/o as per the WASREB
guidelines.

The Committee directed the

Governor of Kirinyaga County to

ensure the water company submitted
to the Committee and the Auditor-
General comprehensive measures on

how it intended to tackle the high
Non-Revenue Water, clearly
indicating how both the physical and

the Commercial losses would be

addressed within 14 days from the

date of the meeting.

149 lPagr.

The Committee observed that there
was an under collection and under

absorption of the budget by the

water company which could have

affected service delivery by the

water company.

The Committee directed the
Accounting Officer exert
budgetary control measu res in

line with regulation 42(l)(b) ofthe
Public Finance Management
(County Governments)
Regulations 2015, such as

instituting proper and rea listic
budget planning as well as

measures to improve revenue.

orREPORT ON USD

The query remains u n resolved.



The Committee observed t

water comPany was not ln

compliance with the Mwongozo

Guidelines with resPect to

gazzettment of the Board of

Director.

The Committee directed the

Governor to ensure that the water

company comPlies with the

Mwongozo Guidelines.

The Auditor-General to review the

matter and provide a status update in

the subsequent audit cYcle

hat the
The Company had seven

serving during the year ended 30 June,202l'

However, as at the time of audit, the Board of

Directors had not been gazetted'

(7) board members

rcctors

ent o[N

B

The Committee directed

to submit a list of staffs owing the

Company and detailed Plan on how

they intend to recover the monies

within fourteen (14) daYs.

The querY remained unresolved

Governor
There were long outst

Kshs.3,847,01 I that have remained

unrecovered for periods exceeding six (6)

months.

Further, eight (8) officers were issued with

more than one imPrest totalling

Kshs.l,4l8,770 without surrendering the

earlier issued imprests, contrary to Section

92(8) of Public Finance Management (County

Governments) Regulations, 20 I 5.

anding imprests of

st

nding

r

ns and Resolutions

ommitteehavingconsideredtheissuesraisedbytheofficeoftheAuditor-
the Financial Statements of Kirinyaga Water and Sewerage Company

FinancialYears20l8/lg,2}lgl2}arLdz}20l2l,itnotedthatthecompany
ment challenges as demonstrated by the numerous unresolved matters and

follows -

Governor take keens interest in the operations and management of the water

pany in line with Article 179 of the Constitution;

Governor ensures registration and full ownership of the water company ln

uroftheCorrntyGovernmentinlinewiththeprovisionsoftheWaterAct
6;

hin60daysfromthedateofthemeeting,theGovernorundertakestotal
cturing of the water comPany bY

lSOlPage

Thc querY remains un resolved'
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3.

ff I

n

had

irectcd
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a. Reviewing its Human Resources Management to introduce performance
contracting for all staff including the top management;

b. Reconstituting the Board of Directors, and

c. Mapping all the assets of the company.
iv).The county Government in collaboration with the county Assemble to enact a

water legisiation to support operations of the water company;
v).Within 14 days from the date of the meeting, the management to prepare and

submit to the committee comprehensive mitigation measures on how they intend
to address the issues of Non-revenue Water (NRW), both the Commercial and
Physical losses. The NRW stood at 600 , which is way above the Z5%o

recommended threshold as per WASREB Guidelines. Further, the Govemor to
collaborate with the Ethics and Anticorruption Commission (EACC) to put in
place comrptionpreventive measures to deal with activities that may lead to high
Non-Revenue Water;

vi).The management to provide evidence of communication with rana Athi water
in its bid to secure ownership of various assets iir favour of the water company;
and

vii).The management to update the Asset Register of the water company in line with
the format prescribed by the Public Sector Accounting Sector Standards Board.

MIN. NO. SEN/CPICSF/29612023 ANY OTHER BUSINESS

The Committee received a letter from Hon. Eric Muchina, MCA Kerugoya Ward,
Kirinyaga county raising allegations of abuse of office and Financia Impropriefy at
Kirinyaga Water and Sewerage Company Limited. The Committee noted that the issues
raised in the said letter did not relate to audit matters before the Committee. The
committee resolved to consider the contents of the letter in its subsequent meetings.

DATE OF NEXT
ADIOURNMENT

MEETING &

SIGNED:....
1t/4t2024

DATE:

(CHAIRPERSON: SEN. GODI,'REY ATIENO OSOTSI, MP.)
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MIN. NO. SEN/CPICSF /297 /2023

The chairperson adjourned the meeting at nine minutes to three o'clock in the
afternoon. The next meeting would be held on Thursday, I 8th' May, 2023 at l0:00 am.
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SOFTHEF ORTY FOURT H SITTIN G OF THE COUNTY PUBLIC

NTS AND SPECIAL FUNDS COMMITTE E WITII THE COI.INTY

OF KILIFI TO CONSIDBR REPORTS OF THE AUDTTOR.
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GECOMPANY LIMITED AND KTLIFI MARIAKANI
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SEWERAGE COMPANY- LIMITED FOR FINANCTAL YEARS 2OI8II9,20te/20 AND 2020/2,"llElD o* iuriilitL,-,r1," ApRrL, zoli ar rnrU'#.tr,3R'#.ur#i?J"dlr'fu ii*"o-orNrERNArroNAL

. Mr. Yussuf Shimoy

. Mr. David Angwenvi
,IvIr. Erick Njogu
IW. Godfrey Nyasa
CPA. Kennedy Oiaroth
Mr. Josphat Ng'enoh
Ms. Winfred Ocholla
IvIr. Patrick Ngenoh
IvIr. Andrew Nyairo
.Ms. Raisa Mwithi
. Mr. Matano Kataa
, Mr. Josphat Ng,enoh
Mr. John pere

INATTENDANCE

A. COTINTY GOVERNMENT

] I_"" Gideon Mung,aro
2. Mrs. yaye Shosi an n.O
3. Mr. Omar Said Omar
4. lvft. Ezekiah Nguma Mwarua

PRESENT

] 1." Godfrey Arieno Osotsi, Mpz. ren. Ledarna Olekina, Mp

i !:: wiltiam KipkemoiIi.ung, rw+. Jen. paul Karungo Thangwa, ilIp
l. l.n.Eddy Gicheru oketch, Mp
9. !.n Maureen Tabirha Vrrira", Vfp
1 !.n.Hamida Kibwana Ati, Mp8. Sen. Miraj AbdultahiAb;;rh_an, Mp

ABSENT WITH APOLOGY

Sen. (Prof ) Tonr Odhiambo Ojienda, SC. Mp

IN ATTENDANCE

Sen. (Rtd) Justice Stewart Madzayo,CBs, Mp

SECRETARIAT

I
2
J
4.

5.

6.

7.

8.

9.

l0
II
t2
13.

- Chairperson
- Member
- Member
- Member
- Member
- Member
- Member
- Member

- Vice-Chailperson

- Senator, Kilifi County

- Clerk Assistant I
- Clerk Assistant I
- Clerk Assistant III
- Clerk Assistant III
- Fiscal Analyst
- Media Relations officer
- Audio officer
- Procurement officer
- Legal counsel
- Research Officer
- Research Officer
- Media Relations Officer.
- Serjeant-at-arms

- Goverrror
- 9I9y- Finance Economic ptanning
- CECM - Water
- CO, Water

OF KILIFI
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ircB or rHE AUDIToR GENERAL

Japheth Kasivu - Principal Auditor

Mark Gachanj a - Liaison Officer

TICS AND ANTI-CORRUPTION COMMISSION

- Finance Manager, IvTWASCO
- Ag. MD, MUWASCO
- MD KIMAWASCO
- Accountant KIMAWASCO
- Internal Auditor
- Senior Procurement Officer
- Ag. CountY Secretary

- Procurement KIMAWASCO

- Liaison Officer

Ieith Kalume

lsaac Chibule

fascal Jira
Rhoda Chigiri

i<ingstone Mulowe
Nelson Mbitha
Martin M. Mwaro
lsmail Juma

nick Kinoti

SEN/CPICSF1267I2O23 PRAYER

[g *as .alled to order by the Chairperson at twenty eight past ten O'clock

fring followed bY a word of PraYer'

SEN/CPICSF 126812023 ADOPTION OF THE AGENDA

I of the meeting was adopted having beenproposed by Sen' Hamida Kibwana

na"r"*.i.a Uy"Sen. Miraj Abdullahi Abdulrahman' MP' as follows -

on ofthe Agenda;
listration of-oath of witness and tabling of documents;

l:T,;;'il ;;; e*".rii". of Kililfi to consider Reports of the_Auditor-

ffi ""'iir"'itr"."ii 
s,"".ents of Malindi Water and Sewerage Company

tiiil *i,,i"ri.i"r"J*^", and sewerage company Limited for Financial

Do t alt s, 2ol9 l2o and 2020121 ;

ither Business; and

hth" N.*t Meeting and Adjournment'

l. sBNlcplc sql26gl2023 ADMINISTRATIoN oF oATH AND

TABLING OF DOCUMENTS

[rno, of Kilifi County took Oath of Witness and tabled the Management

I and supporting documents for audit reports of the Malindi Water and

i A;;il; iim'it"d una Kilifi-Mariakani water and Sewerage Companv

t . eirJ*i|"r Y ears 20 |8 I2O1g, 2O1g I2O2O and 2020 I202I'

b. spNlcptc sF1210t2023 MEETING wITH TIIE couNTY

|""" ExECurrvE oF KIL^ ro ..NSIDER
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REPORTS OF TTM AUDITOR4ENERAL ON
TTM FINANCTAL STATEMENTS OF
MAUNDI WATER AND SEWERAGE
COMPANY LIMITED AND KILIFI
MARTAKANI WATER AND SEWERAGE
COMPANY LTD. FOR TTIE F'INANCIAL
tlEARS 201Mn19, m192020 AND 2{n\DAn.

The Governor of Kilifi county, Hon. Gideon Maitha Mung'aro, appeared before the
Committee to respond to the issues raised in the reports of the audit-or-General on the
financial statements of Malindi water and Sewerage company Limited and Kilifi-
Mariakani water and Sewerage company Limited for the financial years for 20lgll9,
2019/20 and2020121.

The Govemor requested the Committee to consider the written management responses
of the audit reports and to allow him to travel back to Kilifi following the Shakahola
tragedy and the Cornmittee acceded to the request.

MTN. NO. SEN/CPICSF/27112023 ANY OTHER BUSINESS

ll

The commitree sought to know the status of preparation for the Inquiry into the
county Pension Fund Liabilities and was informed by the secretariat that
preparations of an advert for public participation and letters to county pensions
Fund, LapTrust and Lapfund were underway. The committee diiected the
secretariat to present the draft advert for its consideration during the next meeting.

Following revocation of the earlier permission granted by the Hon. Speaker of the
Seirate to hold its sittings on wednesday momings, the committee directed the
secretariat to revise the work schedule, proposing other modalities of holding its
meetings. Further, the Committee directed the Secretariat to reschedule the meeling
with the county Executive of Kirinyaga that was scheduled for wednesday, 3d Mayl
2023 to later date.

MIN. NO. SEN/CPTCSF/z1 212023 DATE OF NF)(T
AIUOT]RNMM{T

MEETING &

The Chairperson adjoumed the meeting six minutes past eleven o,clock. 'fhe next
meeting would be held on Tuesday, 2d.May,2023 at l0:00 am.

SIGNED: DATE:...
t4ltt/2023
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AND SEWERAGE COMPANY LIMITED FOR FINANCIAL YEARS 2OI8/2OI',201912020 AND 202012021 HELD ON ruEsnAy, 25'*r JULY, 2023 IN FIRSTFLOOR, SHIMBA HI.,S, KENYATTA INiPNNATIONAL CONVENTIONCENTRE (Krcc) AT 9.30 A.M.

PRBSENT

ABSENT WITH APOLOGY

Sen. Godfrey Atieno Osotsi, Mp
Sen. (Prof.) Tom Odhiambo Ojienda, SC, Mp
Sen. William Kipkemoifisang, Uf
Sen. Hamida Kibwana Ali, Mp
Sen. Maureen Tabitha Mutinda, Mp

- Chairperson
- Vice-Chairperson
- Member
- Member
- Member

- Member
- Member
- Member

- Senator Mandera County

- Clerk Assistant I
- Clerk Assistant I
- Clerk Assistant III
- Clerk Assistant III
- Fiscal Analyst
- Researcher officer
- Researcher officer
- Legal counsel
- Audio officer
- Media Relations Officer.
- Attached to the Committee
- Serjeant-At-arms

- Governor
- County Secretary
- CEC - Finance
- County Attorney
- Deputy Director Financial Services
- CEO Finance

I
2

3

4
5

I
2
3

Sen. Paul Kamngo Thangwa, Mp
Sen. Eddy Gicheru Oketch, Mp
Sen. Miraj Abdillahi Abdulrahman, Mp

INA'I"I'ENDANCE

Senator Roba Ali Ibrahim, Mp

SECRETARIAT

l. Mr. Yussuf Shimoy
2. Mr. David Angwenyi
3. Mr. Erick Njogu
4. Mi. Godfrey Nyaga
5. CPA Kennedy Owuoth
6. Ms. Raisa Mwithi
7 . Mr. Kataa Matano
8. Mr. Andrew Nyairo
9. Ms. Winfred Ocholla
10. Mr. Josphat Ng,enoh
11. Mr. Holifield Murimi
12. Mr. John Pere

IN ATTENDANCE

A. COUNTY EX.ECUTTVE OF MANDERA
l. Hon. Muhamed Khalif
2. Mr. Billow Hassan
3. Nft.Ibrahim. M
4. Mr. Hussein Somo
5. Mr. Abdirahman Ahmed
6. Mr. Addikadir Tache
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bdifafah Kollow
on

Susan Gichuchi

ssadin Edow
asia Isaack

NATIONAL TREASURY
on Ndungo

F CE OF THE AUDITOR GENERAL

urrie Nj oroge - Director of audit

Mutiga - Principal auditor

Mark Gachamja - Liaison officer

ICS AND ANTT-CORRUPTION COMMISSTON

a ck Kinoti

- MD MADWASCO
- PrinciPal Accountant

- Assistant Director

- Chairperson PAIC

- Clerk Asst. PAIC

- Member PAIC
- Director Administration

- Chief of Staff
- Director EnergY

- DeputY CEO Mandera Water

ssin Hafi
ed Mohamed

brahim Asduwa

Abdullahi Ibrahimn

S

P

SEN/CPICSF15O612023 PRAYER

g was called to order by the Chairperson at twenty eighty minutes past nlne

oc llowed by a word of PraYer

SEN/CPICSFI5O7I2O23 ADOPTION OF THE AGENDA

m

Li d

of the meeting was adopted having bee.n proposed by Sen' william

;;, it/it;;Js?conded uv s"n' Hamida Kibwana Ali' MP' as follows -Kke

A
A

P

M

on of the Agenda;

IStration of oath of witness and Tabling of Documents;

with the County Executive of Mandera to consider Reports of the Auditor-

on the Financial Statements of Mandera Water and Sewerage Company

for F inancial Y ears 20 | 8 I 20 19, 20 19 I 2O2O and 2020 I 2021 ;

D

ther Business; and

f the Next Meeting and Adjournment

. SENiCPICSFISOSI2O23
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7.

8.

9.

10

1l
12

l3
Mohamed Mohamud

Najma Suraw

Mr. - Liaison Officer

- Liaison Officer

5.

6.

14.

15.

16.

It.
t.
2.
3.

C.

D.
Dr.

MIN. N ADMINISTRATTON OF OATH OF WITNESS

AND TABLING OF DOCUMATIS



The Governor of Mandera county took oath of witness and tabled the Management
responses and supporting documents for the audit reports of Mandera water and
Sewerage company Limited for the Financial years 20lgllg,z0l9/20 and2020/21.

MIN. NO. SEN/CPICSFI'Oq/aL23 MF,ETING WTIH TIIE COT]NTY
E)(ECUTIYE OF MANDF,RA TO CONSIDER
RF,PORTS OF TIIE AT]DITOR4ENERAL ON
TTM FINANCIAL STATEMFATS OF
MANDFRA WATER AND SEWERAGE
COMPANY LIMITD FOR FINANCIAL
YEARS 20182019,m19/2{In Al.{D 2M0/2U2t

The Following queries were interrogated for the Financial year 2020/2021

3. Budgetary Control
and Performance

1. Inaccuracies in the
Financial Statements

Audit Query

The query remains unresolved.

not be confirmed as note 19 to the financial
statements reflected different amourrts of
members' equity. Members,s equity was also
not captured in the statement of changes in
equity. Statement offinancial position and the
statement of changes in equity reflected
varying retained eamings balances.

Concern

KEY AUDIT MATTERS

The accuracy ofthe financial statements could

There was revenue under collection of Kshs.
75,328,131 and under absorption of Kshs.
101,739,771 which may have negatively
impacted on service delivery to the residents
of Mandera town of the budget.

The Committee observed the
under collection and under
expendifure was as a resu lt of low
sales volumes of water due to
Covid-19 and drought as well as

slow disbursements of funds by
donors due to security concerns
in the county. Further the
Committee noted that no
budgetary control measures were
put in place by the water
company.

The Committee directed
Governor to ensure that

the

the
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Observation and
Recommendations

The Committee observed that the
County Govemment of Mandera
disputed the figures captured by the
Auditor-General.
The Committee directed the
Governor to engage the Auditor and
resolve the dispute. The Committee
to review the matter in the
subsequent audit cycle.



budgetary control measures tn

line wit regulation 42(l)(b) of the

Public Finance Management

(CountY Governments)

Regulations, 20 I 5.

The querY remains unresolvcd'

Accounttng officer exerts

Observation an

Recommendations

d
ConcernA

The Committee observed

the land ownershiP

by the Auditor-General'
The intangible assets

were not inherited from

Northern Water Works

DeveloPment AgencY

and that theY were

acquisitions bY the

water company.

The Accounting Officer

failed Provide
suPPorting documents

to veriff the acquisition

of the intangible assets'

The Committee directed the

Governor to ensure that the

acouisition documents for the

intangible asses are submitted to the

Audiior-General for audit review

with 14 daYs from the date of the

meeting.

QuerY remains unresolved'

that -

ll.

lll

were
verified

documents

provided and
Water Works DeveloPment

AgencY were not disclosed in the

Notes to the financial statements'

Land hosting Suftu Water intake

had no title deed-

Buitdings and civil works

amounting to Kshs. 62'989,234

should have been rePorted under

project costs in the statement of

Profit and loss ans the Projects

were to be owned bY the

communitY.

ll.

Intangible assets amo

Kshs.88l,600 from
mting to
NorthemnershiP

ing queries were interrogated for the Financial Y ear 2019120
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The Following queries were interrogated for the Financiar year 20lg/19

Audit Query Concern

l. Water Sales Revenue The number and values of
monthly bills issued to customers
could not be confirmed as the
revenue schedule provided for
audit review did not have invoice
numbers and invoice dispatch
registers.

The water company had not
installed water meters at its water
pumps.

ll

The Committee observed that at the
time of audit, the water company
had not metered its water supply
system and therefore relied on a flat
rate billing system.

The Committee further noted that
the water company was in the
process oF automating its revenue
system but failed to address the
metering issues.

The Committee therefore directed
the Governor to cnsure that all
customers are metered through
smart meters for accurate billing.
Further, the Governor to ensure
that the old infrastructure is
replace and that the water
company deploys a ppropriate
technologies such as GIS to detect
bursts and leakages real time, The
Auditor-General to monitor
implementation and provide a

status update in the subsequent
audit cycle.

Query remains unresolved

from the County Govemment of Mandera
were not supported with ledger records.

rants balances of Kshs. 37,010,4g3The G

management provided the
supporting schedule and that the
same had been reviewed by the
Auditor-General.
The Committee directed the
Accounting Officer to ensure that
documents are submitted within the
required timelines in line with
section 9(l)(e) of the Public Audit
Act.

mmiftee observed that theThe Co
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REPORT ITMON

0bservation and
Recommendations

i.

2. County Government
Grants



QuerY was marked as resolved'

audit review, the ledgers to support

th" *".b.rt' equitY and caPital

sranb balances and that the same

iras reviewed bY the Auditor-

Genera[.

The Committee directed the

Accounting Officer to ensue that

documents are submitted within the

.eouired timelines in Iine with

section 9(l)(e) of the Public Audit

Act.

Que was marked as resolved.

that the

tted for
The Committee

Accounting Offi
observed

cer submi

for audit review

taCaand pon tyEquirecordsThe edger
Kshsand895928 ,66Kshsfoancesab

edidrovnotwerc pveectl02 ly60 0 resp1

apitald

accuracy of the oPening Property'

olant and equiPment balance

iotalting Kshs. 65,522,125 could not

be confirmed as the water company

failed to demonstrate how the

balances were arrived at'

Further, the Committee noted that

some of the assets and liabilities

belonging to the water comPany

were 
-Yet 

to be transferred from the

defuntt local authorities and the

water company had not

demonstrated any efforts to pursue

the matter with the

Intergovemmental Relations

Tectriical Committee (IGRTC)'

The Committee directed that -
the Govemor to engage

IGRTC for futl transfer

of assets and liabilities

in favour of the water

company.

the Accounting Officer

to carry out a valuation

of atl the company's

assets within 60 daYs

from the date of the

meeting and submit an

that theThe Committee observed

register

Commi

to the

ttee and the

ll

assetupdated fixed

financial statements on how the diminution tn

value of the Company assets during the

donnancy period was accounted for in the

books of the Company, and how the opentng

property, plant and equipment balance

i""ffi"g fsns. 6S,SZZ,\Z5 as at July' 2018

was arrived at.

vided in theNo disclosure has been Pro

I
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5 Additions in the year
Under Review

ariance of investment balances
on fixed assets of Kshs.
23,458,859 between rhe
statement of cash flows and Note
l4 to the financial statements was
not explained or reconciled.
The balance of Kshs. 843,427 of
financing activities of fi xed assets
inherited from the Northem
Water Services Board was not
explained.

Review of records on the assets
indicated that the properties were
not registered in the Company,s
n:une.

II

Interventions and Resolutions

Having considered the issues raised by the office of the Auditor Generar on theFinancial Statements of Mandera water and Sewerage company Limited for the
Financial Years under review, the Committee directed as follows;

i).The Govemor takes keen interest in the operations of the water company in the
county in line with Article 179 of the Constitution;

Auditor-General
verification.

Query remains unrcsolved

for

ommittee observed that the
variance of Kshs. 23,45g,g59 was
adequately addressed in the
management response. However,
properties amounting to Kshs.
843,427 inherited from the Northem
Water Services Board
explained and the said assets were
not registered in the company,s
name.

The Committee directed the
Governor to engage IGRTC and
ensure full ownership of all the
assets of water company within 60
days from the date of the meeting.
The Accounting Officer to ensure
that all assets ofthe water company
are valued within 60 days from the
date of the meeting and maintained
an updated fixed asset register in
required format and submit a copy of
the same to the Auditor-General and
the Committee for verification. The
Auditor-General to
matter and provide a status update in
the subsequent audit cycle.

Query remains unrcsolved

The C

was not

review the

6. Freehold Land company did have ownership
of a freehold piece of land valued

The water
documents

at Kshs. 4,500,000

ommittee observed that theThe C
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i.

ownership documents for the land

were availed.

Query was marked as resolved.



e

) ountye

a

)

)

company complies with the WASREB advisory Ref

A REB/LEGAL/582 VOL.V I (9) dated 6tr' April, 2023 to all Governors, and

full ownershiP of the water company is transferred to the County

nt in line with the law (Water Act, 2016) and other guiding laws' Upon

vernor, within 60 daYs from the date of the meeting, ensures that the

letion, the Governor submits a copy of the CR-12 to the Committeel

Government in collaboration with the counry Assembly to finalizes

tment of a County Water Act to support the operations of Mandera Water

anitation ComPanY Limited;

Committee noted that in some instances the management of the water

any submitted documents for audit outside the set timelines during the audit

s contrary to the Provisions of section 3l of Public Audit Act,2015' The

company ensures total compliance with the said provisions of the law

ol g forward;

od govemance, sound accountability, protection of public resources' and

ved service delivery, the management of Mandera Water and Sewerage

pany commences metering of its customers;

management to maintain an updated asset register in the format Prescribed

e National treasury and the provisions ofsection 136 (l) of Public Finance

ement (County Government) regulations, 201 5 and a copy of the same to

bmitted to the Committee within 60 days from the date of the meeting;

i) Committee noted that the management of the water company had failed to

lish an internal audit function and an audit committee contrary to sectlon

(l) Public Finance Management (County Government) regulations, 2015

management to establish internal audit function and an audit committee for

water companY within 60 daYs from the date of the meeting' Further the

ty Government ensure that the intemal is adequately resourced; and

Committee noted some assets o f the water company had not been transferred

the defunct local authorities (Mandera County Council)' The County

ernment in consultation with the Intergovemmental Relations Technical

ttee (IGRTC) ensures all assets are transferred in favour of the County

ernment within 60 days from the date of the meeting'

SEN/CPICSF I5IOIZO23 ANY OTHER BUSINESS

no other business.

SEN/CPICSF I5III2O23 DATE OF NFXT MEETING

ADIOT]RNMEIIT

rson adjoumed the meeting at thirty -seven minutes past eleven o'clock in

Thursday, 27th' I'rlY, 2023 at 9:30 am

&

n. The next meeting would be held on
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29/4/2024
SIGNED: DATE

(CHAIRPERSON: SEN. GODFREY ATIENO OSOTSI, Mp.)

MINUTES OF THE FORTY THIRD SI.ITING OF THE COUNTY PUBLIC
INVESTMENTS AND SPECIAL T'UNDS COMMITTEE WITH THE COUNTY
EXECUTIVE OF MTGORI TO CONSIDER REPORTS OF THE AUDITOR-
GENERAL ON THE FINANCIAL STATEMENTS OF'THE MIGORI COUNTY
WATER AND SANITATION COMPANY LIMITED FOR FINANCIAL YEARS
2018119,2019/20 AND 2020/21, HELD ON TUESDAY, 25rH APRIL, 2023 AT

lrl
7

*1Oa

8 sr$
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ON CENTRE (KICC) AT 10.00 A.M.

GodfreY Atieno Osotsi, MP
(Prof.) Tom Odhiambo Ojienda, SC' MP

Wittiu* KiPkemoi Kisang, MP

Paul Karungo Thangwa, MP
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Maureen Tabitha Mutinda, MP

Hamida Kibwana Ali, MP

Miraj Abdillahi Abdulrahman, MP
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a Olekina, MP
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B. OFFICE OF THE ATJDITOR GENERAL
l. Mr. Laban Ondara - principal Auditor
2. Mr. Japheth Kasivu - principal Auditor
3. Nfr. Mark Gachanja _ Liaison Officer

C. ETHICS AND ANTI-CORRUPTION COMIVTISSION
Mr. Patrick Kinoti - Liaison Officer

MIN.NO.SEN/CPICSF/261/2023 PRAYER

The meeting was calred to order by the chairperson at half past ten o,crock in the
morning followed by a word of prayer.

MTN. NO. SEN/CPICSF/26212023 ADOPTION OF THE AGENDA

The agendaof the meetingraras adopted having been proposed by sen. Hamida KibwanaAli, MP and seconded by Sen. Miraj Abdillat i aUAuf.ui,*an, Mp, u, fotto*, _

1. Prayer;

2. Adoption of the Agenda;
3. Administration of oath of witness and tabling of documents;
4. Meeting with the ccruuty Executive of Migori to consider Reports of the Auditor-

General on the Financial Statements of Migori corrnty water and Sanitation
company Limited tbr Financial years 20rgl19,2019/20 and2o20/2r;

5. Any Other Business; and
6. Date of the Next Meeting and Adjoumment.

10. Dr. Achwora John
I l. Mr. Dennis Wasike

MIN. NO. SEN/CPICSF/2 63 12023

MIN. NO. SEN/CPICSF/2 64/2023

- CO - Finance
- Governor's liaison office

ADMINISTRATION
WITNESS AND
DOCUMENTS

OF OATH
TABLING

OF
OF

The Governor of Migori county took oath of v/itness and tabled the Management
responses and supporting documents for the audit reports of the Migori county water
and Sanitation company Limited for Financial years 20lglzol9, 2019/2020 and,
2020t2021.
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MEETING WIIH TrIE GDLINTY
EXECUTT\/E OF I}trGORI TO CONSIDER
REPORTS OF ATIDITOR4ENERAL ON TTIE
FINANCIAL STATEMENTS oF n/trC,oRI
COTINTY WATER AND SANIATION



cq

COMPANY TJVIIIED FOR FINANCIAL

iilii zoisaole, 20 1e2{I20 AND ,frn Dar

ueries were interrogated for the Financial Year 202012021

Observation an

Recommendations

d
Concern

The Committee, within I4 daYs

from the date of the meeting'

directed the management of the

water comPany submit a

comPrehensive repayment Plan for

the customer dePosits'

done

tofundreathnotedtteenlComThe
betoetasnt vuaccotSslthe depo

QucrY rc nl ains unresolved'

eposits

matter within sixtY (60) daYs from

the date of the meeting'

The Committee acceded to his

request and directed that the

*unug"a"n, submits a copy of the

CRli uPon the laPse of the 60

days.

Que rY rcnl ains u nresolved

the

the
enlor requestedGoThe

veresohimlowaltotteeConim

authorities

was yetcomwater panythefoownershThe
ocaldefunctthemfroferredtransbeto

rnenentoverTlmGtheto CountY
sectorotherand6120ater Act,with the W

guidelines.

tivc Trade
Receivables
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l'oThe

RT ON CIALANFIN

it ucrJ

Board of Directors

companywatertheofThe management
customerthefrom'1,006,448Kshs.withdrew

theofthe approvalwithoutaccountdeposits

z}lgtz)z} was finalized due to

transition within the Offrce of the

Auditor-Ceneral'

However, the Office of

General confirmed that

2O2ll2O22 annual rePort

the

and
submitting

thethatobserveditteeCommThe
izedfinalwasfinal report20201202
FYtheforOAG reportthebefore

financia I statements.

figures

adopted while

the Auditor-
the certified

had been
comParative

211,8't5.

comparative
financial position

corresponding

unreconciledresulting

vablesreceiotherandtradeThe yearprior
statementthelnreflectedbalanoe

revlewundertheof yearof
thewithdifferedof 34,892,265

thc1nreportedKshs. 34,680,390ofbalance
statements,financialauditedyear'sprevious

Kshs.ofvarianceantn

:tnd



The query was considered
resolved.

The Commiftee obs

202012021 final report was finalized
before the OAG report for the Fy
2019/2020 was finalized due to
transition within the Oflice of the
Auditor-Ceneral.

However, the Office of the Auditor-
General confirmed that the certified
comparative figures had been
adopted while submitting the
202112022 annual report and
financial statements.

erved that the

aterial Uncertainty
Related to Going
Concern

M

4 Comparative Trade
and other payables

The prror year trade and other payables
comparative balance reflected in the statement
of financial position of the year under review
of Kshs. 47,140,532 differed with the
corresponding balance of Kshs. 46,92g,659
reported in the previous year,s audited
financial statements, resulting in an
unreconciled variance of Kshs. 21 1,g73.

The cu ITEN liab ES o ta n K hs s
69 2 3 996 ceede d assets of Ks hs
46,388,281 resulting in a negative working
capital of Kshs. 22,900,715.

mmittee observed that thE
water conrpany was a loss-making
trend leading to negative working
capital.

The Committee directed the
Governor to ensure the water
company put in place strategic and
innovative measures for recovery
and boost the financial health ofthe
water Company for self_
sustainability.

The Office of the Auditor-General to
provide a status update on the mafter
in the subsequent audit cycle.

Query remains unresolved

The Co

Budgetary Control
and Performance

The com parison of the budget and actual The Comm rttee observed that the

The Office of the Auditor-Ceneral
informed the meetin g the matter of

recelpts resulted to an under-funding of Kshs.
29,978,612 or 3g% of the budget whereas that
of the incurred expenditure and the approved
budget resulted to an under-expenditure Kshs
26,601,319 or 38%o ofthe budget. Further, the
recomputed total of Kshs 77,731,415 differed
with the total final budget amount of Kshs

169 lP.rge

The query was considered
resolved.

current

6.

underfunding and under expenditure
may have had an adverse effect on
the water company,s planned
activities and service delivery to the
residents of Migori County.



the variance was because o

casting error and that the necessary

corrections had been done.

The Company's Board of Directors

was directed to ensure that the

management of the water comPany

comes up with realistic budgets and

undertake supplementary budgets as

often as possible to ensue the

budget is realised.

The Committee to review the matter

in the subsequent audit cYcle.

remains u nresolved

fa

Query

78,'737,415 resulting resu

unexplained variance of Kshs 1,006,000

anIting in
I

The Committee observed that

the management had not Provided an

explanation as to why the matters

were not.

The Committee directed the

management to try to resolve all

prior year issues in line with Section

149(2Xl) of the Public Finance

Management Act,2012'

The Committee to review the matter

in the subsequent audit cYcle.

remains unresolved

The Committee observed

i. the matter of salary

arrears was not

adequatelY addressed

bY the management;

and

ii. the management was

. taking some steps to

address the matter of
unremitted statutory

deductions'

The Govemor requested the

Committee to allow him to solve the

matters within sixty (60) days from

the date of the meeting.

that

that

Query

A review of the Progress on

Auditor's recommendations indicated that the

Management had not resolved the issues as at

30 June, 2021 .

The water comPanY had

Kshs. 14,540,883 and unremitted Pay-As-

You-Eam (PAYE), National Social Securiry

Fund (NSSF) remittances and Withholding

Tax arrears totalling to Kshs. 2,908,753 and

had been outstanding for more than l2 months

as at 30 June 2021 .

follow up of

salary arrears of

o

V

,

rl

Ive

:at1

\\I/
ant

es

other

Prior
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I
l

I

l

I
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The Committee acceded to his

request and resolved to review the

matter in the subsequent audit cycle.

Query remains unresolved

9.. Payment of Salaries
Below the Minimum
Wage

Employees were eaming monthly wages

totalling Kshs. 10,000 contrary to the

Regulation of Wages General Amendment

Order of 2018 which sets the minimum
rnonthly wage for employees working in

Migori County at Kshs. 12,523.

The Committee noted that the

management of the water company

had taken remedial measures to

address the staff salary minimum
wage.

The regularity

totalling Kshs

confirmed.

of the board emoluments

1,338,478 could not be

The Committee noted that the

management of the water company

had failed to submit crucial
documents that were necessary in
responding to the matter as they

were not provided by the secretarial

service provider.

The Committee directed the

Governor to ensure that demand

letters were written to the said

service provider to submit the

necessary documen6 failure to

which the Committee shall

intervene.

Query remains unresolved and

the matter to be reviewed in the

subsequent audit cycle.

The non-revenue water stood at 48% that is 23

percent points above the sector benchmark of
25o/o as prescribed by the Water Services

Regulatory Board (WASREB) guidelines.

The Committee, with 60 days

from the date of the meeting

dirccted the management of the
water company to put in place

comprehensive measures to tacklc
the high NRW (both physical and

Commercial losses),

Officc of the Auditor-General to

verify the measures and report on

their effectiveness in the

subsequent audit cycle.

The Committee further directed the

EACC to commence investigations

into the operations of the past regirnc

10. Irregular Payment of
Directors'
Emoluments

11. Non-Revenue Water
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Query was considered resolvcd.



give a Preliminary
seven (7).

remains unresolved

report within

Query

Covernor to ensure that the water

company took full control of the

Bitling SYstem within 60 daYs from

the date of the meeting'

The query remains unresolved

and the matter to be reviewed in

The Committee directed the

the subseq uent audit cYcle

Vendor retained theThe Billing SYstem s
ccess to

mst

v n

t

I

ns and Resolutions

mmittee having considered the issues raised by the Office of the Auditor

the Financial Statements of Migori County Water

the Financial Year 2020121 it resolved as follows;

nsider written management resPonses for remaining issues raised by the

itor General on the Financial Statements of Migori CountY Water and

tation ComPanY Limited for the F inancial Y ears 2020121, 2019120 and

n9;
Governor to ensure that the CountY Govemment takes full ownership of the

r company bY transferring all the shares owned bY the defi'rnct local

rity and submit a copy of the CR-12 within 60 days;

Governor to submit to the Committee measures Put in Place to refund

mer deposits with 14 daYs. The Office of the Auditor General to verifY the

ure and report in the subsequent audit cycle; and

Govemor directed to write a demand letter to Kirui Secretartes (service

vider) to Provide documents tn their possessto n tlrat were necessary ln

ilitating the audit process' In the event of non-compliance, the Governor to

rm the committee for its interventlon

. SEN/CPICSFI265NO23 ANY OTHER BUSINESS

and Sanitation ComPanY

DATE OF NEXT MEEIING

ADIOT]RNMENT

rson adj oumed the meettng at fifteen minutes Past two o'clock in the

Id on Wednes daY, 26th' APrtl, 2023 at 10:00

no any other business'

. SEN/CPICSF126612023
.t

The next meeting would be he
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controls of the system hence the management

could not guarantee the security and integrity

of the data in the database of the billing

system.
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14/tt/2023SIGNED: DATE

(CHAIRPERSON: SEN. GODFREY ATIENO OSOTSI, Mp.)

#*:,.-=---=e.
13TH PARLIAMENT 2ND SESSION

MINUTES OF THE SIXTH FOURTH SITTING OF THE COUNTY PUBLIC
INVESTMENTS AND SPECIAL FUNDS COMMITTEE WITH THE COUNTY
EXECUTIVE OF MOMBASA TO CONSIDER REPORTS OF THE AUDITOR-
GENERAL ON THE FINANCIAL STATEMENT OF THE MOMBASA WATER
SUPPLY AND SANITATION COMPANY LIMTTED FOR FINANCIAL YEARS
2018/2019, 2019/2020 AND 2020/202r HELD oN THURSDAY, 22ND.ruNE, 2023
ATTHE IMPALA ROOM, FIRST FLOOR, KENYATI'A INTERNATIONAL
CONVENTION CENTRE (KICC) AT 11.00 A.M.
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l. Prayer;
2. Adoption of the Agenda;
3. Administration of 6ath of witness and Tabling of Documents;4' Meeting with the counrv E.;;;;;;M#oir, ,o co,sider Reports of the Auditor_General on rhe Financiur st t"-.ntr 

"i:ii. ni".u* water suppry and Sanitation
r::ffiH.t"T',T:.gXj'*"'"lY;;;;;iitg,zo,siizi^iiidtiror,,
6. Date of the Next Meeting and Adjounment.

The meeting was ca,ed to order by the chairperson at sixteen minutes past erevenO'clock followed by a word cf prayer 
'--r-^-vl

MIN NO. SEN/CPICSF/3 89/2023 ADOPTION OF THE AGENDA

MIN. NO. SEN/CPICSF/3 gO/2023

MIN. NO. SEN/CPICSF/3 g I /2023

13. Mr. Mohamed Bow _ Director Intergovernmental Relations
B. OFFICE OF'T,HE AUDITOR GENERALl. tvtr. paul K. Nziol
2^ w.p,"ri.i d;;X.. . ?:X[r"*:cror 

Audit
C. ETHICS AND ANTI-CORRUPTI'Oilt.O"...,,*
Mr. patrick Kinoti _ Liarson Officer

MINNO.SEN/CPICSF/388/2023 
PRAYER

Hryc w[rr MOn4BASA COTTNTYEXECLITI!'E TO CONSIDER TTM AUDTTOR
gEryErlAl.'s REPORT oN rrm flNANZia;.StAlT,IlMI\rrS OF MON4BAS' WAffi
*,PP!Y AND SANTTATION COMPANY;O;
TTIE FINANCTAL YEARS 2OI82 OTS,iOigD;i
AJ-,ID2020nI2t

AD-'MINISTRATION OF OATH OF }VIINESS
AND TABLING OF DOCTIMENTS

The Governor of Mombasa county took oath of witness and tabred the Managementresponses and supporting documenL fb. th;;;;i;"porrs of the Mo_uusu wut.r supply
iti;,ili?:*" compan! Limited fb;*;ffi ;,u, 

".u., 
20 t 8 /zo 1 e, 20 t e /2020 and

The Following queries were interrogated for the Financial year 2020/2021
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The agenda of the meeting was adopted having been proposed by Sen. Maureen TabithaMutinda, Mp and se"ordrd b; il;:i;;fi"dffi, Abdurrahman, Mp, as rorows _



Observation an

Recommendations

d

Concern
Aud

The Committee considered the

-::-.- rrnresolved Pending

T"1''i*,a" 
'the 

effectiveness of

;"';;;.;;"' Put in Place bY the
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*'" Auditor-General '

The querY remains unresolved'

effectiveness

-General
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The querY remains unresolved'
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The committee directed the Office
ot the Auditor_Ceneral to provide a
status update on the matter in the
suosequent audit cycle.

rn place were
considered the

4 Unaccounted for

%

ces

Th NO n R vcn Cu oo d ha s2 cen ap nge ts bapo o e h sectorbencrunark or 52 eper wAS BRE
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xrdtcated that the measures put in
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cycle.

The query remains unresolved

Th Com m tt e no ed th a h
Co nu ty of Mom b 2tas

ad ut np a ec mp o II m8a a ures
o Non R l)e u

The Following query rvas interrogated for the Financial ycar 2019/2020

The committee havins considered the issues raised by the. office of the Auditor_Generar on rhe Financ;r'r 51s1gmenr: ffi;i;: rlx,". 
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The query remains unresolved.

measures put
satisfactory and
mafter addressed.

Watcr Water at 46%,

guidelines,
have

The 
.Committee directed the Officeof 

.the_ - 
Auditor_Ceneral to veriry

their effectiveness in the subsequent
audlt cycle.

water.

Govemment

address

Interventions and Resolutions
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.SL::.-r{"
I3TH PARLIAMENT 2ND SESSION

MINUTES OF THE I{UNDRED AND SECOND SITTING OF THE COUNTY
PUBLIC INVESTMENTS AND SPECIAL FTJNDS COMMITTEE WITH THE
COUNTY EXECUTIYE OF LAIKIPIA TO CONSIDER REPORTS OF THEAUDITOR-GENERAL ON THE FINANCIAL STATEMENT OF THE
NYAHURURU WATER AND SANITATION COMPANY LIMITED AND THENANYUKI WATER AND SANITATION COMPANY LIMITED FORFINANCIAL YEARS aOI8I2OIq, 2OIg/2020 AND 2020/2021 HELD ONTHURSDAY, 2IST SEPTEMBER, 2023 AT THE IMPALA ROOM, FIRST
FLOOR, KENYATTA INTERNATIONAL CONVENTION CENTRE (KICC)
AT 10.00 A.M.

PITESENT
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C. ETHICS AND ANTI-CORRUPTION COMMISSION
Mr. Patrick Kinoti - Liaison Officer

MINNO,SEN/CPICSFI6I3/2023 PRAYER

The meeting was called to order by the chairperson at thirty minutes past nine o,clock
followed by a word of prayer.

MIN NO. SEN/CPICSFI6I4/2023 ADOPTION OF THE AGENDA

The agenda of the meeting was adopted having been proposed by Sen. wiiliam
Kipkemoi Kisang, MP and seconded by Sen. Miraj Abduirahi abduliahman, Mp, as
follorvs -
1. Prayer;

2. Adoption of the Agenda;
3. Administration of oath of witness and Tabling of Docurnents;
4. Meeting with Laikipia Coturf Executive to consider Reports of the Auditor-General

on the Financial statements of the Nyahururu water and Sanitation company
Limited and Nanyr.ki water and Sanitation company Limited for the Financial
Y ears 201812019, 2019 t2020 arrd 2020/2021 ;

5. Any Other Business; and
6. Date of the Next Meeting and Adjoumment.

MIN.NO. SEN/CPICSFI6I5NO23 ADMINISTRATIONOFOATHOFIVINESS
AND TABLING OF DOCTJMENTS

The Govemor of Laikipia cowrty took oath of witness and tabled the Management
responses and supporting documents for the audit reports of Nyahururu water and
Sanitation company Limited and Nanyuki water and Sanitation company Limited for
the Financial Years 20 I 8/ I 9 , Z0l9/20 and 2020/21 .

MIN. NO. SEN/CPICSF/616/2023 MEEIING \ryTIH I.AIKIPIA COT]NTY
EXECUTTVE TO CONSIDER REFORTS OF
TIIE ATIDITOR4ENERAL ON THE
FINANCIAL STATEMENTS OF TIIE
}TYAHURT]RU WATER AND SANITATTON
COMPAN}' UIVtrTED AND NAI{YT]KI
WATER AND SANITATTON COMPANY
LIMITED FOR TIIE FINANCIAL YEARS
20tam9, 20t9 Dam ANID 2A20DA2|

a. Nyahururu Water and Sanitation Company Limited
The Following queries were interrogater.l for the Financial year 202012021
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Observation and

Recommendations
Concern

The Committee observed that Board

of Directors of the water company

was inegularly constituted.

The Committee directed the

Govemor to regularize the

appointment of the Board members

and submit an updated CR-12 within

60 days from the date ofthe meeting.

Query remains unresolved.

There was a breach of the law as

information provided for audit review

indicated that the Company had ten Board

members, contrary to Section 3.4. I (2) of
WASREB guidelines that limits the number of
Board members to seven.

the

bers

tof
e

The Committee observed that the

water company registered a high

NRW in the period under review and

that he significant level of Non-

Revenue Water could be an

indication of inefficiencY and

ineffectiveness in the use of public

and water resources, which maY

negatively imPact on the ComPanY

on the Company's profitabititY and

its ability to sustain services.

The Committee further observed

that the measures Put in Place were

inadequate.

The Commiftee directed the

Governor to ensure that within 60

days from the date of the meeting,

the water company Puts in Place

comprehensive mq$ures on how it
intends to address the NRW, clearlY

indicating how both the Commercial

and Physical losses will be

addressed. The Accounting Officer

to submit the measures to the

Auditor-General for verification.

The Auditor-General to Provide a

status update on the effectiveness of
the measures taken in the subsequent

audit cycle.

Query remains u nresolved.

The Non-Revenue Water (I'IRW) for the water

company stood at 39.4Yo, that is, 14.4

percentage points above the sector benchmark

of 250/o as per WASREB Guidelines.

The Committee observed that the

assets belonging to the water

company were yet to be transferred

in its favour and that the fixed asset

Four (4) motor vehicles and granted

Northern Water Works Development Agency

and the County Govemment of Laikipia had

not been transferred and registered in the

by thed

Plant and
t
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name ofthe water company and that the fixed
asset register was not up to date.

The Following querics werc interrogated for the Financial Year 201912020

Observation and

Recommendations

register was not up to date as

required by the law.
The Committee directed the

Covernor to ensure that the water

company takes full ownership of all
its assets and that the Accounting
Officer maintains an updated fixed
asset registered as required by
section 149(2)(o) of the Public
Finance Management Act, 2012.

Query remains unresolved.

4. Unauthorized
Expenditure of
Customer Deposits

The water company spent customer deposits

amounting to Kshs. 26,714,922 without
authorization and did not have a policy
guideline on how to access, utilize and refund

the money within specified timelines.

The Comminee observed that the

water company utilized customer

deposits without approval an that at

the time, the water company had

made any refunds to the deposits

account.

The Committee directed the

Covemor to ensure that within 14

days from the date of the meeting,

the water company comes with a

repayment plan for the deposits,

with clear timelines and submit the

same to the Auditor-General and the

Committee for verification. The

Auditor-General to monitor
compliance with the repayment plan

and provide a status update in the

subsequent audit cycle.
The Board of Director to come with
clear guidelines on how the

management of the water company

can access, utilize and refund

customers deposits within specified
timelines. Customer deposits should

be held in a Frxed/call account where

the management cannot easily

access it as well as where interest

earned can be uscd to offset bank

charges.

Query remains unresolved.

Con cc rnAudit Query
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water comPany incurred

authorized over exPenditure

expenditure outside the budget in the

year under review.

The Committee directed

Accounting Officer to

budgetary control measures in line

with- regulation 42(l)(b) of the

Pubtic Finance Management

(Counw Govemments) Regulations'

)orS .na also ensure that all

expenditure incurred bY the water

company is within the aPProved

budget in line with the law'

The to regutarize the exPenditure

incurred outside the budget'

Auditor-General to monitor the

matter and provide a status update in

the subsequent audit cYcle'

QuerY remains unresolved'

and

tn
The Committee oGerved that the

the

exert

the water comPany incurred an over

expenditure of Kshs. 10,755,219 on l7 items

without necessary approvals' Further' the

water company also incurred an expenditure

amounting to Kshs' 4,607,957 without

budgetary allocation.

the water where
There was a breach ofthe law

d Over
ur

a

water comPany was technicallY

insolvent and that its continued

exitance as a going concern was

dependent on financial suPP

The Committee further noted that

the Management failed to disclose in

the notes to the financial statements'

the material uncertainty in relation

to going concem and anY mitigating

,n"r.ur"t put in place by the to

reverse the undesirable financial

sih-ration.

The Committee directed the

Governor the Covemor of LaikiPia'

within 60 daYs from the date of the

meeting, to Put in Place

comprehensive mitigation measures

to boost the financial health of the

water comPany for

sustainabilitY.

Query remains unresolved'

sel f-

ort from
and its

that theThe Committee observed

Govemmentthe CountY

creditors.

current assets leading to a

negative working capital of Kshs' 22'7 59 
'607

helce the company could not meet its short

term ftnancial obligations as and when they

fall due. The company also registered an

operating loss of Kshs' 5,679,069 leading to a

negative reserve balance of Kshs ' 52'946 '261'

Management has not disclosed the material

"on""* 
in relation to going concern and any

measures it has taken, or intends to take' to

reverse the unfavourable financial

performance and put the Company on a path

to profitabilitY.

company'sThe water

exceeded its

current liabilities
o

I

o

ncertainty
to Going

isclose

o

1

Nanyuki Water and Sanitation Company Limited
b
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The Following queries rvere interrogated for the Financiar year 2020/202r

1. Lack of Ownership
Documents

The Commiftee observed that the
Accounting Officer failed to provide
ownership documents of the piece of
land acquired from Nanyuki High
School, the four (4) motorcycles and
one (l) vehicle.
The Committe also observed that the
ownership of the four (4)
motorcycles and one (l) vehicle was
yet to be transferred from the
defunct local authorities and the
Northern Water Works
Development Agency to the County
Government.
'fhe Committee directed the
Governor submit to the Auditor-
General, the ownership documents
of the land acquired from the
Nanyuki High School within 30
days from the date ofthe meeting.

The Office of the Auditor General to
follow up on the implementation of
the management's mitigating
measures and report back to the
committee on the same in the
subsequent audit cycle.
The Govemor, within 30 days from
the date of the meeting, should
engage thc Intergovernmental
Relations Technical Committee and
secure full ownership of the assets
held by the defunct local authorities
and the Waer Works Development
Agencies.

Query remains unresotved.

Audit Query Concern Observation and
Recommendations

Title Deed for the land acquired
from the Nanyuki High School by
the water company was not
provided for audit review.
Logbooks for one (l) motor
vehicle and (4) motorcycles
valued at Kshs. 4,165,708 were
not provided for audit review.

II

Interventions and Resolutions
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t

idered the issues raised bY the Office of the Auditor-General on the

S tements of the water comPan ies for the said financial years' the Committee

d d as follows -

N
L

that the Board of Directors of NYahururu Water and Sanitation Company

d was irregularly constituted, the Committee directed the Governor of

t.l\ ia County to regularize the appointment of the Board members in line with

ater Act, 2016 and Water Services Regulatory Board (WASREB)

Iines. Further, the Governor, within 60 daYs from the date of the meetlng,

ts an updated copy of the CR-12 to the Committee and the Office of the

d r-General for verif,rcation;

that the water companies (NYahururu Water and Sanitation Company

m d and NanYuki Water and Sewerage ComPanY Limited) had Put in Place

hensive strategies on how theY intended to address the matter of Non-

nue Water, the Committee directed the Office of the Auditor-General to

n the measures and rePort on their effectiveness in the subsequent audit

cl

ot that the water comPanies (NYahururu Water and Sanitation Company

ted and NanYuki Water and Sewerage ComPanY Limited) had made

sed utilization of money from customer deposits, the Committee

c

n

a on

o

re ted the Govemor of Laikipia, within seven (7) days from the date of the

ng, to submit to the Committee and the Office of the Auditor-General

ntial suPPort to demonsfiate that refunds to the deposits accounts were

n ing. Further, the Office of the Auditor-General to verifY the matter and

rt on the status of the same in the subsequent audit cycle;

g that NYahururu Water and Sanitation Company Limited has been on a

o -making trend leading to negative working Capital, the Committee directed

Governor of LaikiPia, within 60 daY s from the date of the meeting, to put tn

Ia comprehensive miti gation measures to boost the hnancial health of the

r company for self-sustainability;

v) ng that the water comPanies (l"iYahururu Water and Sanitation Company

ited and NanYuki Water and Sewerage CompanY Limited) had high trade

ivables in the years under review' the Committee directed the Govemor to

pu lnp Iace a Debt Recovery Plan to guide the recovery Process and submit the

s eto the Ofhce of the Auditor-General for verification within 30 days from

th date of the meeting. Further, the Governor to submit to the Office of the

A itor-General and the Committee' a debtors schedule and a schedule of all

eivables within 7 days from the date of the meeting; and
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vi).The committee directed the Governor to pursue securing ownership documents
of assets transferred from the water works Agencies to the water companies.

,
MIN. NO. SEN/CPICSF / 617 12023

There was no any other business.

MIN. NO. SEN/CPICSF/618/2023

ANY OTHER BUSINESS

DATE OF NEXT
AD.IOURNMENT

The Chairperson adjoumed the meeting at nine minutes past noon. The next meetingwould be held on Thursday, 21't,septembe r,2023 at I l:30 am.

MEETING &

(CHAIRPERSON: SEN. GODFREY ATIENO OSOTSI, Mp.)

€L:.--=il,
13TH PARLIAMENT 2ND SESSION

PRESENT'

l. Sen. Godfrey Atieno Osotsi, Mp

MINUTES OF THE EIGHTY FIFTH SITTING OF THE COUNTY PUBLICII{YESTMENTS AND SPECIAL FUNDS COI}IMITTEE WITH THE COUNTYEXECUTIVE OF THARAKA NITHI TO CONSIDER REPORTS OF THEAUDITOR-GENERAL ON THE FINANCIAL STATEMENT OF THE NITHIWATERAND SANITATION COMPANY LIMITED FOR FINANCIAL YEARS2018/2019,201912020 AND 202012021 HELD ON TUESDAY, 25rH ilJLy,2023AT TI{E SMMBA HILLS HALL, FIRST FLOOR, KENYATTATNTERNATTONAL CONVENTTON CENiRE (KrCC) AT 11.00 A.M.

.olJa,
jrrl ilil \ 'm'

NT Oa

f srtl

- Chairperson
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I

William Kipkemoi Kisang, MP

Maureen Tabitha Mutinda, MP

WITHAPOLOGY

(Prof.) Tom Odhiambo Ojienda, SC, MP

Paul Karungo Thangwa, MP

Eddy Gicheru Oketch, MP
Miraj Abdullahi Abdulrahman, MP

Hamida Kibwana Ali, MP

ANCE

Mwenda Gataya, MP

T

ussuf Shimoy
avid Angwenyi
ck Njogu

Nyaga
Kennedy Owuoth

a Mwithl
Matano
wNyairo

infred Ocholla
Josphat Ng'enoh
Holifield Murimi
John Pere

NDANCE

NITHI COUNTY EXECUTIVE
Muthomi Njuki, EGH

Laban Mwaniki
Njue Njaai
. Loise Mutua
. Irine Kithaka
Nduaii.E K
Erick Munene
. Gloryfine Kathure

. Dennis Miriti

. Kennedy Mirithi
. Alice Micheni
Andrew Endovo
Sammy Githinji
. Liz Kwigi

- Member
- Member

- Vice-Chairperson
- Member
- Member
- Member
- Member

- Senator Tharaka Nithi CountY

- Clerk Assistant I
- Clerk Assistant I
- Clerk Assistant III
- Clerk Assistant III
- Fiscal Analyst
- Researcher oflicer
- Researcher officer
- Legal counsel
- Audio officer
- Media Relations Officer.
- Attached to the Committee
- Serjeant-At-arms

- Govemor
- Managing Director
- CECM Water

- Chief officer Water and Irrigation

- Commercial manager

- Director Accounts
- Internal auditor
- Technical Manager
- Procurement officer
- Head of Commercial
- Liaison officer
- Communications officer
- Office of the Governor
- Communication office
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B. OFFICE OF THE AUDITOR GENERAL
l. Mrs. Jane Kariuki - Director of audit
2. Mr. Reuben Kamuruchi - Deputy l)irector of audit
3. Mr. Mark Gachamja - Liaison officer

C, THE NATIONAL TREASURY
Dr. Jackson Ndungu - Liaison officer

D. ETHICS AND ANTI-CORRUPTION COMMISSION
Mr. Patrick Kinoti - Liaison Officer

MINNO.SEN/CPICSF/5I212023 PRAYER

The nreeting was called to order by the Chairperson at ten minutes past twelve
O'clock followed by a word of prayer.

MIN NO. SEN/CPICSFIsI3/2023 ADOPTION OF THE AGENDA

The agenda of the meeting was adopted having been proposed by Sen. William
Kipkemoi Kisang, MP and seconded by Sen. Maureen Tabitha Mutinda, MP, as follows

l. Prayer

2. Adoption of the Agenda

3. Administration of oath of witness and Tabling of Documents

4. Meeting with County Executive of Tharaka Nithi to consider Reports of the Auditor-
General on the Financial Statemcnts of Nithi Water and Sanitation Company

Limited for Financial Years 20 I 8/20 19, 2019 12020 and 2020 /2021 .

5. Any Other Business

6. Date of the Next Meeting and Adjournment

]\,IIN. NO. SEN/CPICSF / 5L412023 ADMINLSTKA*TION OF OATTI OF WIINESS
AND TABLING OF DOCT]ME.{TS

The Govemor of Tharaka Nithi County took Oath of Witness and tabled the

Management responses and supporting documents for the audit reports of Nithi Water

and Sanitation Company Limited for the Financial Years 2018/2019,2019/2020 and

2020/2021.

MIN. NO. SEN/CPICSFI'I5/20Z3 MF,ETINGWITHCOUNryEXECUTIVE OF
THARAKA NITIII TO CONSIDER REPORTS
OF TIIE AI,JDITOR{ENERAL ON THE
FINANCIA.L STA'IEMENTS OF NTTTII
WATER AND SANITATION COMPAI\TY
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ngq

UN,{ITED FORFINANCIAL YEARS 20182019'

20192020ANDaU2I/N2I

ueries were interrogated for the Financial Year 20201202t

Observation an

Recommendations

d
Concern

The water comPanY was

vet to transfer

ownershiP of some of

its assets fiom defunct

local authorities and

that the water comPany

shared some of its land

with a National

Government entity

(Lands DePartments);

and

The water comPany

failed to disclose the

value of is Parcels of
land in its financial

statements.

The Committee directed the

Govemor, in consultation with the

Intergovemmental Relations

Tech-nical Committee (ICRTC) to

ensure the CountY Goveemment of

Tharaka Nithi takes full ownershiP

the land within 60 daYs from the date

of the meeting from the defunct local

authorities. The Govemor to further

engage the Lands DePartment to

,dirJss on the matter of the parcel of

land occuPied bY the two entities

within 120 daYs from the date of the

meeting, that is, the water comPany

and the Lands DePa(ment of the

National Govemment' The Auditor-

General to review the matter and

provide a status uPdate in the

subsequent audit cYcle'

a rcnr ains unresolved'

The Committee observed that -
l.

It

cars and land hosting the water

company's buildings were not

provided for audit review'

The value of land Parcels

belonging to the water company

were disclosed in the financial

statements.

u.

ents for theThe ownershiP docum
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2. Trade and Other
Payables

ances and the associatedThe opening bal ommittee observed that the
Accounting Officer submitted the
support ledgers explaining the build
up to the arrears.

Query was marked as resolved

The C

ER oP TR No AL Fw ULNESS EAND FF ECTIvEN SSE N SU oE F PU LB CI R E os RU CES
4. Excessive Non -

Revenue Water 62.6Yo rutio, that is, 37.6 percentage points
above the sector benchmark of25% as set by
Water Services Regulatory Board
(WASREB). The high NRW curtailed the
Company's profitability in the year under
review and may, if not urgently contained by
Management, pose a significant risk to the
Company's ability to deliver its services in a
sustainable way.

The Non-RevenueWater (NRW) stood at ommittee observed that the
water company registered very high
NRW and that the measures put in
place by the water company to
address the same were inadequate.
The Committee directed the
Covernor to ensure that within 60
days from the date of the meeting,
the water company puts in place
comprehensive measures to address
the high NRW and the measures to
clearly indicate how it intends to
tackle both the physical and the
commercial losses. The Auditor-
General to review the measures and
provide a status update on their
effectiveness in the subsequent audit
cycle.

Query remains unresolved

The C

company's receivables ol Kshs
60,689,129 remained outstanding for a long
time hence their recoverability was doubtful.

The water

,

5. Long Outstanding
Trade Receivables

The Committee observed that the
water company's debts had been
long outstanding and that the
recovery measures outlined by the
management were inadequate.
The Committee directed the
Accounting Officer to develop a
comprehensive debt recovery plan
as well as a debt management policy
and submit copies of the same to the
Auditor-Ceneral for veri fi cation.
The Auditor-General to review the
effectiveness of the measures put in
place and provide a status update on
the same in the subsequent audit
cycle.

Qucry remains unresolved
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t

h Fo orling queries were interrogated for the Financial Year201912020

entions and Resolutions

oonsidered the issues raised by the Office of the Auditor General on the

al Statements of Nithi Water and Sanitation Company Limited for Financial

,nf..."ui.*, the Committee directed as follows-

I

Tt[e committee noted that some of Nithi water and Sanitation company assets

;fi ;;;;; ,r"rri"..o from the detunct local authority (Municipality of chuka

;ffi;;;Hin"iin National Government (Lands Department) shared land

;H;;"ffi- "riui"t' 
The committee directed county Government in

.J".r,^i"r'*iit,n. Inter_governmental Relations Technical committee

;rt*;a;;;t"res all assets are transfened in favour of the County Government

;H;;;;6;;;;;;;. date of the meeting' Further' the Governor' within 120

il;;;;; i"i. "r*" 
meeting, to engage the said National Government entity

afd amicablY resolve the matter;

FINANCIAL STATEMENTS

Observation and

RecommendationsdirA

The Committee observed t

water company recorded an under

collection and an under expenditure

that maY have affected the Planned

activities and maY have imPacted

negatively on service delivery to the

residents of Tharaka Nithi Counry'

The Committee directed the

Accounting Officer to exert

budgetary control measures in line

with regulation a2(l) of the Pubtic

Finance Management (CountY

Governments) Regulations, 2015'

Further the water company to

institute proper and realistic budget

planning. The Auditor-General to

review the measures put in place and

provide a status uPdate in the

subsequent audit cYcle'

Query remains unresolved'

hat the

Kshs. 53,835 387. The under expenditure

affected the planned activities and may have

impacted negatively on service delivery to the

residents of Tharaka Nithi Counf'

c noedand unerdcoreancoe mTh vp
focune dre exun nddan a55 5 p94 085hsKs

ry Control
orm ance

u6

:l

I

ryg
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ii).The committee noted that the Non-Revenue water stood at 62.zyo that is 37.6
percentage points above the recommended tkeshold of 25o/o as per the water
Services Regulatory Board (wASREB) guidelines. The county Government to
put in place clear and actionable measures on how the water company intends to
tackle the high Non-Revenue water, clearly indicating how both physical and
commercial losses will be addressed and a report on the same to be filed with the
committee within 60 days from the date of the meeting and the office of the
Auditor-General to verify the measures and report on their effectiveness in the
subsequent audit cycle;

iii).The committee noted that trade receivable amounting to Kshs 60,6g9,129
remained outstanding in the year under review. Further, Government institutions
such as Kenya Revenue Authority, Kenya prisons, Kenya Forests Services
among others remained as debtors to the water company. The County
Govemment to put in place a debt recovery plan and submit the same to the
committee and the office of the Auditor-General for verification within 60 days
from the date of the meeting. Further, the county Government to enter into a
Payment Agreements with the said institutions and recovers the outstanding
amounts within 90 days from the date of the meeting. The office of the Auditor-
General to report on the matter in the next audit cycle; and

iv).The Govemor, within 60 days fiom the date of the meeting, ensrues that Nithi
water and Sanitation Company Limited is fully owed by the county Govemment
of Tharaka Nithi in line with Water Act, 2016 and other guiding laws.

MIN. NO. SEN/CPICSF/s 1612023

There was no other business.

MIN. NO. SEN/CPICSF/5I7 /2023

ANY OTHER BUSINESS

DATE OF NEXT
ADIOURNMENT

MEETING &

The chairperson adjoumed flie meeting at Seven minutes to two o'clock in the
aftemoon. The next meeting would be held on Thursday, 27th, Iuly,2023 at9:30 am.

SIGNEI) .....- DATE:

(CHAIRPERSON: SEN. GODFREY ATIENO OSOTSI, Mp.)

a
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13TH PARLIAMENT 2ND SESSION

OF A HUNDRED AND SIXTH-SIXTH SITTING OF THE COUNTY
ESTMENTS AND SPECIAL FUNDS COMMITTEE ON THE

TION OF MINUTES AND ADOPTION OF REPORTS HELD ON
29rH APRIL,2024, AT 11:00 AM AT COMMITTEE ROOM 10
OOR, BUNGE TOWER.
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L Sen. GodfreY Atieno Osotsi' MP

2. Sen. William KiPkemoi Kisang, MP

3. Sen. Paul Karungo Thangwa, MP

4. Sen. EddY Gicheru Oketch, MP

5. Sen. Mirai Abdillahi Abdulrabman, MP

ABSENT WITH APOLOGY

1. Sen. (Prof.) Tom Odhiambo Ojienda, MP

2. Sen. I-edama Olekina, MP

3. Sen. Hamida Kibwana, MP

4. Sen. Maureen Tabitha Mutinda' MP

SECRETARIAT

1. Mr. David AngwenYt
2. Mr. Erick Njogu
3. Mr. GodfreY NYaga

4. Ms. Faith Wangoi
5. CPA KennedY Owuoth
6. Ms. Raisa Mwithi
l. Mr. JosPhat Ng'enoh
8. Mr. William Omondi

9. IvIr. Julia Gachoki

- Chairperson
- Member
- Member
- Member
- Member

- Vice - ChairPerson
- Member
- Member
- Member

- Clerk Assistant I
- Clerk Assistant III
- Clerk Assistant III
- Legal Coun^sel

- Fiscal AnalYst
- Researcher Officer
- Media Relations officer
- Audio officer
- Serj eant at- arms

I

)

MIN.NO.SEN/CPICSFIIO3II2O24 PRAYER

Themeetingwascalledtoorderbythechairpersonatthirtyminutespastllo'clock
followed by a word of PraYer

MIN. NO. SEN/CPICSF IIO32I2O24 ADOPTION OF THE AGENDA

Theagendaofthemeetingwasadopted-havingbeenproposedbySen.PaulKarungo
Thang:wa, MP and ,..ond".d by Sen' William Kipkemoi Kisang' MP' as follows -

l. Prayer;
2. Adoption of the Agenda;

3. Confirmation of Minutes;
4. Matters arising from the previous minutes;

5. AdoPtion olRePorts;
6. Any Other Business; and

7. Date of the Next Meeting and Adjournment'

{
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i)

ii)

second Sitting held on Tuesday, 18h July,2023;

sitting held on Thtusday, I 0s August, 2023;

iv) 1-hc Sitting held on Thursday, 2l't August,

v)

after being proposed by William Kipkemoi Kisang, MP and

viii)
ber,2023; were confirmed as a true record of the proceedings

of the Fifth Seventh Sifting held on Tuesday,

x)



,

I
Chairperson after being proposed by Sen. Miraj Abdillahi Abdulrahman, MP and
seccnded Sen. Eddy Gicheru Oketch, MP.

xii) The Minutes of a Hundred and Seventy Seventh Sitting held on Thursday, l6th
November, 2023;were confirmed as a true record of the proceedings and signed
by the Chairperson after being proposed by Sen. William Kipkemoi Kisang, MP
and seconded Sen. Eddy Gicheru Oketch, MP.

MIN. NO. SEN/CPICSF IIO34I2O24 MATTERS ARISING FROM THE
PREVIOUS MINUTES

There were no matters arising

IVIIN. NO. SEN/CPICSFILO35I2O24 ADOPTION OF REPORTS

The Committee adopted the followings sets of reports and directed the secretariat to
prepare them for tabling in the Senate;

2. Report of the Select Committee on County Public Investments and Special
Funds on the consideration of the Audit Reports of the follovving county water
service providers for the Financial Year 201912020 (1't July, 2019 to 30th June,

2020), having been proposed and seconded by Sen. Paul Karungo Thangwa,
MP and Sen. Eddy Gicheru Oketch, MP -

a) Busia Water and Sewerage Services Company Limited - Busia County;
b) Iten-Tambach Water and Sewerage Company Limited - Elgeyo-

Marakwet County;
c) Kirinyaga Water and Sanitation Company Limited-- Kirinyaga County;

I
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l. Report of the Select Comrnittee on County Public Investments and Special Funds

on the consideration of the Audit Reports of the following county water service

providers for the Financiai Year 2018/2019 (l't July, 2018 to 30th June, 2019),
having been proposed and seconded by Sen. Williarn Kipkemoi Kisang, MP and

Sen. Miraj Abdillahi Abdulrahman, MP -
a) Busia Water and Sewerage Services Company Limited - Busia County;
b) tten-Tambach Water and Sewerage Company t,imited - Elgeyo-

Marakwet County;

c) Kirinyaga Water and Sanitation Company Limited - Kirinyaga County;
d) Malindi Water and Sewerage Company Limited - Kilifi Counry;
e) Mandera Water and Sewerage Company Limited - Mandera County;
f) Migori Water and Sanitation Company Limited - Migori County;
g) Mombasa Water and Sanitation Company Limited - Mombasa County;
h) Nanyuki Water and Sanitation Company Limited - Laikipia County; and

D Nithi Water and Sanitation Company Limited - Tharaka Nithi Counry.

I
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d) Malindi Water and Sewerage Company Limited - Kilin County;

e) Mandera Water and Sewerage Company Limited - Mandera County;

f1 Migori Water and Sanitation Company Limited - Migori County;

g) Mombasa Water and Sanitation Company Limited - Mombasa County;

h) Nanyuki Water and Sanitation Company Limited - Laikipia County; and

i) Nithi Water and Sanitation Company Limited - Tharaka Nithi County'

3 port of the Select Committee on County Public Investments and Special

F ds on the consideration of the Audit Reports of the following county

ter service providers for the Financial Year 202012021 (l't July, 2020 to

J June,202l), having been proposed and seconded by Sen. Paul Karungo

gwa, MP and Sen. William Kipkemoi Kisang, MP -
a) Busia Water and Sewerage Services Company Limited - Busia County;

b) Iten-Tambach Water and Sewerage Company Limited - Elgeyo-

Marakwet CountY;

c) Kirinyaga Water and Sanitation Company Limited - Kirinyaga County;

d) Malindi Water and Sewerage Company Limited - Kilifi County;

e) Mandera Water and Sewerage Company Limited - Mandera County;

f; Migori Water and Sanitation Company Limited - Migori County;

g) Mombasa Water and Sanitation Company Limited - Mombasa County;

h) Nanyuki Water and Sanitation Company Limited - Laikipia County; and

i) Nithi Water and Sanitation Company Limited - Tharaka Nithi County'

SEN/CPICSF1103612024 ANYOTHERBUSINESS

rson informed members that the Committee was finalizing interrogation of
o the Auditor-General on the financial statements of funds established in

d that it would soon embark on interrogation of audited reports of other

ounties such as -

ty Corporations;
l4 and 5 Hospitals; and
tional Grants administered as Funds

iate was tasked to liaise with the Office of the Auditor General to establish

for its consideration, a list of-

itional grants that are administered as funds in counties;

4 and 5 hospitals in counties; and
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The Committee noted that there was slow implernentation of its numerous interim
recomrnendations that are given out to counties during its meetings. The secretariate
was tasked to deveiop a tracker on the implementation of the interim recommendations
and to regularly update the Committee on the same.

MIN. NO. SEN/CPICSF IIO37 i2024 DATE OF NEXT
ADIOTJRNMENT

MEETING &

The Chairperson adjourned the meeting at two minutes past noon. The next meeting
woulci be held on Tuesday, 30s,April, 2024 at I l:00 am.
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