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DEFINITION OFTERMS

l ' Unqualified opinion: This refers to a clean opinion, which is the most desirable, inwhich the auditor states that the financial condition, position, and operations of anorganization are fairry presented in the financial statements in accordance withGorerally Accepted Accounting principles (GAAP).
2' Qualilied opinion: This is an opinion expressed by the auditor if the financial

statements appear to contain a smail deviation from Generaily Accepted AccountingPrinciples (GAAP) but are otherwise fairry presented. It is also rendered if theorganisation's management limits the scope tf audit procedures.
3' Adverse opinron: This refers to an opinion issued when there are materiarexceptions to Generaily Accepted Accounting principles (GAApt that affect thefinancial statements as a whore, and the auditor indicates that the financialstatements are not presented fairly.
4' Dlsclaimer: This is an opinion givan by the auditor when there is a significantIimitation in the access to audit information and documentation, and inadequatecooperation by the organizational management in the audit pro""r..5' Accountability - This refers to the assurance that an individuar or a group wilr beheld responsible for their actions or inactions.
6' Non-Revenue water: Non-Revenue water refers to the difference between theamount of water put into the distribution system and the amount of waterbilled/unbilled as authorized consumption. It is usuaily utt iuut"a io physical lossessuch as leaks, bursts, and overflows in the existing, ord, and dilapidated water supprynetwork, and to commercial tosses due to metering anomaries and iflegarconnections.

7' Going concern: This is an accounting principle used for a company that isfinancially stabre enough to meet its obrigations and continue its business for theforeseeable future.
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PREFACE

Pursuant to Article 96(3) of the Constitution, the Senate exercises oversight over national
revenue allocated to the county govemments. The Select Committee on County Public
Investments and Special Funds is established pursuant to Standing Order No. 194 of the
Senate Standing Orders and is mandated to-

a) examine the reports and accounts of county public invesfinents; and
b) examine the reports, if any, of the Auditor-General on the county public

investnents.

Pursuant to the provisions of Article 229(4) of the Constitution of Kenya, 2010, the
Auditor-General is required to audit and report on the accounts of all national and county
government entities, including water companies, municipalities, hospitals, and county
funds, within six months after the end of each financial year.

This report covers the consideration by the Committee of the Auditor-General's reports on
the financial statements of Marsabit Countywater company, municipality, and hospital for
the Financial Year 202412025.The entities considered include Marsabit Water and
Sewerage company Limited (MARWASCo), Manabit Municipality, Marsabit county
Referral Hospital.

The Governor of Marsabit County, accompanied by relevant oflicials, appeared before the
Committee to respond under oath to audit queries raised by the Auditor-General in the
respective reports.

5
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The membership of the committee comprises the following Senators-

Sen. Godfrey Atieno Osotsi, CBS, Mp.
Sen. &ldy Gicheru Oketch, MP.
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- Research Officer III
- Research Officer III
- Media Relations officer
- Audio officer
- Se{eant-at-arms
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ESTABLISHMENT OF THE COMMITTEE

The Committee was first constituted on lgth October, 2022, pursuant to Standing Order

No. 194 of the Senate Standing Orders. The County Public Investments and Special

Funds Committee (CPISFC) was split from the broad County Public Accounts and

Investments Committee (CPAIC) in the l2th Parliament for the purpose of clearing audit

backlog and to consider many audit thematic .ueas which had not been subjected to

Parliamentary scrutiny since the inception of devolution in the year 2013.

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

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

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

Counties.

r.
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EXECUTIVE SUMMARY

In the execution of its mandate, the committee reried on the reports of the Auditor_
General on audited accounts of Marsabit county entities for the Financial year
2024/2025 (lst July, 2024 to 30th June, 202s) as the primary documents for the
investigations. The committee invited the Governor of Marsabit as the chief Executive
officer pursuant to Article 179(4),as a witness to respond to the audit queries raised in
the reports under consideration.

The committee received both wrinen and oral evidence from the Govemor,
accompanied by relevant county officials, in response to the various audit queries raised
by theAuditor-Generar in the reports under consideration on various dates.
This report presents the findings and recommendations of the Serect committee oncounty Public Investments and Special Funds following its consideration of the
Auditor-General's reports on three (3) entities in Marsabit county for the Financial year
202412025. The entities covered are: one (l) Municiparity - Marsabit Municipality; one(l) water company - Marsabit water and Sewerage company Limited; and one (l)
hospital - Marsabit County Referral Hospital.

All three entities received a euarified opinion from the Auditor-Generar, indicating the
existence of significant audit issues that require urgent management attention and
corrective action.

The key issues identified across the entities include: undiscrosed property, plant and
equipment; failure to depreciate assets; going concern uncertainties arising from over_
reliance on county Govemment transfers; non-compriance with Universar Health
coverage requiremenrs; irregular engagement of casual emproyees beyond three
months; failure to establish the Hospital Board of Managemeni; absence of an Auditcommittee; lack of Risk Management policy; non-compliance with Data protection
requirements; Non-Revenue water above allowable thresholds; failure to retain
customer deposits; non-implementation of transferred municipal functions; and
persistent unresolved prior year audit matters.

This report documents the observations and recommendations of the committee on
each audit query as raised by the Auditor-General.

8
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a THE PREFACE DETAILS the place of Committees in the Constitution, Committee

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

Committee in the Senate, the executive summary, key observations and

recommendations and acknowledgement.

CHAPTER ONE is a record of the audit queries raised in the Auditor-General's report

on for Marsabit Water and Sewerage Company Limited (MARWASCO) Water

Company for the Financial Year 2024125, along with the Committee's observations and

recommendations for each audit query.

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

General for Marsabit Municipality for the Financial Year 2024/25, along with the

Committee's observations and recommendations for each audit query.

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

General for Marsabit County Referral Hospital for the Financial Year 2024/25 along

with the Committee's observations and recommendations for each audit query.

CHAPTER FOUR This chapter documents funds under the County Govemment of
Marsabit which include Marsabit County Executive Car I-oan Fund, Marsabit County

Executive Mortgage Fund, Marsabit County Emergency Fund, Marsabit County

Climate Change Fund and Marsabit County Education Fund. Due to time constraints,

the Committee did not manage to interrogate the reports but has recommended that

appropriate remedial actions are taken to address the issues raised in the Auditor-

General's report and report is submitted to the Senate within 30 days of the adoption of
this report.

I
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GENERAL OBSERVATIONS FOR MARSABIT WATER AND SEWARAGE
WATER COMPANY

The committee made the following generar observations regarding the operations and
financial management of the Marsabit water and Sewerage -o,,p-y 

Limited.l. Going Concern - The committee observed that the company is wholly reliant on
the county Govemment of Marsabit to meet its payroll obligations, raising
sigrrificant concerns about its going concern status and ability to independently
meet its financial obligations as they fall due.

2. High Non-Revenue Water - The Committee observed that the Company,s Non_
Revenue water (NRw) stood at 40%o of totar water produced, significantly above
the allowable threshold of 25%o under the WASREB service performance
Agreernent. This represents a major loss of revenue and undermines the
Company's fi nancial sustainability.

3. Asset Management Deficiencies - The committee observed that the company
had not properly recognized and disclosed land, buirdings, and prant and
machinery in its financial statements, and had failed to conduct an annuar stock
take or maintain proper inventory records.

4' Governance weaknesses - The committee observed that the company had
persistent unresolved prior year audit matters, had not adopted a customer deposit
policy, and had failed to tag its assets.

GENERAL RECOMMENDATIONS FOR MARSABIT WATER AND
SEWARAGE WATER COMPANY

The committee makes the forowing recommendations to address the observed
deficiencies in Marsabit Water and Sewerage Company Limited:

l. Financial sustainability - The Govemor should ensure that the Board of
Directors and Management have, within sixty (60) days of the adoption of this
report' prepare and submit to the County Government a comprehensive roadmap
for achieving financial sustainabirity, incruding a crear pt- ro. ir"*u.irg
production, connectivity, and revenue generation to reduce dependence on
County Government support.

2. Non-Revenue water Reduction - The Govemor shourd ensure that the Board
of Directors and Management implement targeted measures to reduce NRW to
within the acceptable WASREB threshold of 25%o, including rehabilitation of
dilapidated distribution infiastructure, and submit quartedy progr"r, reports to
the Auditor-General.

3' Asset Transfer and Management - The Governor shall fast-track the formal
transfer of all assets, including land, buildings, plant, and machinery, to the
Company and ensure these are properly recorded in the financial statements in

a
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compliance with Regulation 136(l) of the PFM (County Governments)

Regulations, 201 5 .

4. Customer Deposit Policy - The Governor should ensure that the Board, within

sixty (60) days of the adoption of this report, finalize and implemant a customer

deposit policy as required by Section 72(l)(c) of the water Act, 2016, to

safeguard against damaged meters and unpaid water bills.

5. Resolution of Prior Year Matters - The Govemor shall ensure that the

Accounting Offrcer resolves all outstanding prior year audit matters as required

by Section 3 I ( l Xa) of the Public Audit Act, 201 5, and submits a status report to

the Auditor-General within sixty (60) days.

1'l



GENERAL OBSERVATIONS FOR MARSABIT MUNICIPALITY
The committee made the forowing general observations regarding the operational andfinancial management of Marsabit Municipality: _

l ' Lack of operational Autonomy of Municiparity - The committee observedthat the Municiparity lacked operational independence from the countyExecutive in areas of management, function and finances. Revenue corected bythe Municiparity was transferred to the county Revenue Fund rather than beingretained for its own operations, contravening Sections 12,20,45, and 46 of theUrban Areas and Cities Act, 201l.
2' Non-Imprementation of tansferred Functions - The committee observed

that the Municipality had not fully implemented the eighteen (lg) functions
transferred to it by the Govemor vide Gazette Notice No. 3g36 of 2020. Thiscontravenes Section 20(l) of the urban Areas and cities Act, 2011, which
requires county governments to ailocate adequate resources to urban areas for
the performance of transferred functions.

3' Deficiencies in Financiar Reporting and Standards compriance - Thecommittee observed that there were inaccuracies and errors in the financiar
statements of the Municiparity, particularly regarding nir balances for rand anddepreciation, raising concems about the capacity of the officers responsibre fortheir preparation.

4' Asset Management weaknesses - The committee observed that theMunicipality had not properly disclosed ail assets in its financiar statements,
including land on which the head office is situated, and had failed to tag its assetsin accordance with Reguration 132(2) of the pFM (county Governments)
Regulations, 2015.

5' weak Internar contrors and Governance - The committee observed that theMunicipality lacked a Risk Management poricy and had not conducted internal
audit functions, exposing it to sigrrificant govemance risks.

GENERAL RECOMMENDATIONS FOR MARSABIT MUNICTPEUTY
The committee makes the following recommendations to address the observeddeficiencies and enhance the governance, financial management, and operationalautonomy of Marsabit Municipality: _

l ' Enforcement of Municipal Autonomy - The Governor should ensure that thecounty Executive committee Member responsible for finance and urbandeveropment, within sixty (60) days of the adoption of this report, takeimmediate steps to operationarize Sections 12,20,4s, and 46of the Urban Areasand cities Act, 2011, by formally deregating management, functionar, andfinancial powers to the Municiparity. The Municipal Board sha, thereafter

12



provide a compliance report to the County Assembly and the Senate Committee

on County Public Investments and Special Funds.

2. Implementation of Transferred Municipal Functions - The Governor should

ensure that the Municipal Manager, within sixty (60) days of the adoption of this

report, prepare a comprehensive implementation plan for all eighteen (18)

functions transferred by Gazette Notice No. 3836 of 2020, with clear milestones

and resource requirements, and submit the same to the County Assembly and the

Auditor-General.

3. Strengthening Financial Reporting capacity - The Govemor should ensure

that the Municipal Manager and the head of finance, in consultation with the

CECM for finance and the Public Sector Accounting Standards Board (PSASB),

develop and implement a continuous capacity-building program for all finance

officers. The Municipal Manager shall ensure that all financial statements

prepared from the financial year 2024125 onwards fully comply with the most

current IPSAS framework.

4. Asset Management and Tagging - The Govemor should ensure that the

Municipal Manager, within sixty (60) days of the adoption of this report, ensure

that all assets are properly disclosed in the financial statements, a comprehensive

fixed asset register is maintained in compliance with Section 104(1)(h) of the

Public Finance Management Act, 2012, and all assets are tagged for ease of

identifi cation and tracking.

5. Internal Controls and Risk Management - The Govemor should ensure that

the Municipal Manager shall develop a standalone Risk Management Policy and

ensure regular internal audit functions are conducted, with reports submitted to

the relevant oversight bodies in compliance with Regulation 158(l) and Section

155(l) of the Fublic Finance Management Act,2012.

13



GENERAL OBSERVATIONS FOR MARSABIT COUNTY REFFERAL

HOSPITAL

The Committee observed that-

l. Non-Compliance with Kenya Quality Model for Health Policy Guidelines -

The Committee observed that Marsabit County Referral Hospital did not fully

comply with the Universal Health Coverage standards as it was inadequately

staffed and lacked essential medical equipment, including sufficient ICU beds,

functional theatres, and specialist medical personnel.

2. Failure to Establish a Hospital Board of Management - The Committee

observed that the Hospital had not constituted a Board of Management contrary

to Section 5 of the Marsabit County Health Services Act, 2016. This has created

a cascading governance gap, including the inability to constitute an Audit

Committee.

3. persistent Unresolved Prior Year Audit Matters - The Committee observed

that the Hospital management failed to resolve nine (9) prior year audit matters

including unaccounted laboratory chemicals, undisclosed assets, failure to

conduct annual stock-taking, and weaknesses in inventory management, contrary

to Section 3 I ( I Xa) of the Public Audit Act, 201 5.

4. Inaccuracies in Financial Statements - The Committee observed that there

were material inaccuracies in the Hospital's financial statements, including nil

depreciation expense despite having depreciable assets, and undisclosed

property, plant, and equipment, raising concerns about the capacity of finance

officers.

5. Irregular Engagement of Casual Employees - The Committee observed that

the Hospital engaged twenty-six (26) casual employees for twelve (12)

continuous months without proper documentation including CPSB approval,

letters of appointment, or evidence of a needs assessment, contrary to Section

37(lXb) of the Employment Act, 2007'

6. Weak Internal Controls and Risk Management - The Committee observed

that the Hospital lacked a Risk Management Policy, had not constituted an Audit

Committee, and had not tagged its assets, reflecting systemic governance

weaknesses that expose public funds to risk.

GENERAL RECOMMENDATIONS FOR MARSABIT COUNTY REFFERAL

HOSPITAL

The Committee recommends that-
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' compliance with Kenya Quallty Model for Health pollcy Guidelines - TheGovernor should ensure-that the Accounting officer submits, within sixty (60)
days of the adoption of this r€port, a coriprehensive pran outlining specific
measures being taken to address the hospital's stafting and equipmen, Jhonug"..
The plan should include both short+erm and long-term sorutions, focusing onoptimizing existing resources and ensuring sustainable staffing revers.
Estabrishment of Hospital Board of Management - The Governor shourd, as
a matter of urgency, initiate the process of amending the Marsabit County HealthServices Act,2016, through the county Assembry to ,fic, ii ;;;; Fac,ities
Improvernent Financing Act,2023,and thereafter constitute the Hospital Boardof Management. This shall be completed within ninety (90) days of the adoptionof this report.

Resolution of prior year Matters - The Govemor shalr ensure that theAccounting officer prepares and submits a structured action pran addressing a,unresolved prior year audit matters, with clear timelines for resolution, to theAuditor-General within sixty (60) days of the adoption of this report.
capacity Building on Financial Reportlng Standards - The Governor shouldensure that the CECM for finance, in consultation with the public SectorAccounting Standards Board (pSASB), shourd facilitate continuous capacitybuilding on financial reporting standards for finance officers and management inthe Hospital to improve.the quality of reporting and enhance compliance.
Compriance with Emproyment Act on casuar workers - The Governor shourd
ensure that the cECM for finance ensures that future engagement of casualworkers is supported by proper documentation including -pSB 

app.orals,
appointment letters, and needs assessment reports in compriance with Section37(lXb) of the Employment Act, 2007.
Internal contrors and Risk Management - The Governor shourd ensure,within sixty (60) days, that.the Hospitar deverops a Risk Management policy,
constitutes an Audit committee upon establishment of the Board, and tags allassets for ease ofidentification and tracking.

4
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CHAPTER ONE: WATER COMPANY

I.I. REPORT ON THE AUDITED FINANCIAL STATEMENTS FORMARSABIT WATER AND SEWERAGE COMPANY LIMITED
(MARWASCO) FOR THE FINANCIALYEAR 202412025

The Govemor of Marsabit county, Hon Mohamud Mohamed Ali appeared before theCommittee to respond (under oath) to audit queries raised in the report of the Auditor-
General on financial statements for the Marsabit water and Sewerage company Limitedfor the financiat year 2024/ZOZS.

REPORT ON THE FINANCIAL STATEMENTS

The Auditor-General rendered a Qualified opinion on the financial statements of theMarsabit water and Sanitation company for the period under review on the followingoasls--

l. On Undisclosed property, plant and Equipment

The statement of financial position and Note 20 to the financial statements reflectproperty, plant and equipment balance of Kshs.68,21g,605. Included in the balance is aNil balance in respect to land, buildings and plant and machinery. However, auditinspection reveared that the Company is in possession of parcels of land where the headoffice and water treatment plant are situated, office buirdings, and plani ana machinery
assets, which were not recognized or recorded under the property, ilant ana equipment.
Management Response

Management confirmed that the aforementioned assets have not been transferred fromthe County Executive to the Company.

Committee Obserryations

The Committee observed that_

l ' the company was in possession of significant assets irrcluding Iand, office
buildings, and plant and machinery that had not been formaily transfenea from thecounty Executive, resurting in undiscrosed balances in the financiar statements.

2. the lack of formal asset transfer undermines the company,s abirity to reflect its true
financial position and manage its assets effectively.

Committee Recommendations

The Committee recommends that_

i' within sixty (60) days of the adoption of this report, the Governor, through
the GECM responsibre for matters of water, should engage with the rerevant

a
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water works Development Agencies to ensure the transfer of ownership

documents of the donated items is fast-tracked;

ii. the Governor ensures that the management of the water company ensures

that the valuation of all assets of the water company is fast-tracked and

submits the valuation report to the Auditor- General for verification. The

Auditor general to provide a status update on the mstter in the subsequent

audit cycle;

iii. upon completion of the transfer and valuation, the Accounting ollicer
should prepare an updated asset register within 60 days of the adoption of

this report and submit to the Senate and a copy to the Auditor General for

verificationl

iv. the governor should ensure that the accounting officer undertakes

adjustments to the financial statements so as to reflect the true value of the

assets and auditor general shoutd keep the matter in view in the subsequent

audit cycle; and

v. the Accounting officer ensures that the water company maintains an up-to-

date asset register in accordance with section la9(2Xo) ofthe Public Finance

Management Act cap 4l2A and in the format prescribed by the Public

Sector Accounting Standards Board (PSASB), failure to which the

provisions of section 199 of the Public Finance Management Act, cap.4l2A

on penalties for offences shall apply.

2. UndisclosedlnventorY

The statement of financial position and Note 28 to the financial statements reflect a Nil

inventory balance. Further, audit review established that no annual stock take was

conducted during the year and management failed to disclose the value of inventories

held at the year-end, including Water meters, chEmicals and laboratory items, uniforms'

stationery and other general store items.

Management ResPonse

Management agreed with the auditor's observation and committed to put in place

corrective m€asures to ensure accurate reporting. The Company has established and

equipped an asset management office.

Committee Observations

The Committee observed that-
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)

the company failed to conduct an annuar stock take and did not discloseinventory values in its financial statements, resulting in a materially misstated
balance sheet.

management committed to corrective measures and indicated the establishmentof an asset management office, but the current position on whether a stock takehas been conducted was not demonstrated.

Commlttee Recommendations

EMPHASIS OFMATTER

l. Going Concern of the Company

Committee Observations

The Committee observed that-

The committee recommends that the governor directs that the Accounting oflicerensures that an annuar stock take rs conducted at the crose of each financiar yearand that all inventories are properly valued and disclosed in the financialstatements in compriance with Section r4g(2)(b) of the pubric FinanceManagement Act, cap. 412A. The Auditor-General should confirm compliance inthe subsequent audit cycle.

The staternent of profit or loss and other comprehensive income and Note l l to thefinancial statements reflect staff costs balance of Kshs.23,lg4,g32. tncruded in theamount is Kshs.20,446,992 in respect of sararies for thirty-one 1:t; suustantive staffpaid by the county Government of Marsabit and not by the company. The arrangernortindicates that the company is wholly reliant on the county Government to meet itspayroll obligations, raising concems about its going concern and abirity toindependently meet its current obligations as they fall due.

Management Response

Managanent stated that the company is in its nascent stage and on an upward growthtrend. water being a universal right, the county Government-is mandated toprovidesupport until the company breaks even. The Board of Directors and management havea clear roadmap to ensure financiar sustainability of the company by increasingproduction, connectivity and revenue generation.

l ' the company is whory dependent on the county Government for its payror,
representing Kshs.20,446,gg2 0utof its total staffcosts, which raises serious
concerns about its financial viability as an independent entity.
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2. management stated there is a roadmap for financial sustainability but did not

provide documented evidence to support stated positions on upward growth'

Committee Recommendations

The Committee recommends that-

It l.

lv.

the Governor shoutd take keen interest in the management and operations

of the water compsny in line with Article 179 (4) of the constitution;

the Accounting officer should prepare and submit quarterly reports to the

county Treasury in regard to the financial and non-financial status of the

water company in line with section 166 of the Public Finance Management

Act, cap.412A, failure to which the provisions of section 199 of the Public

Finance Management Act, Cap. 412A on penalties for offences shall apply;

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'

2012 and regularly report to the Governor through the County Executive

Committee in line with Article 179 (6) of the Constitution;

the county Treasury should undertake annual reporting on county

corporation, including an assessment of the commercial viability of the

company in line with the standards set by the water Services Regulatory

Board under section 77(2) of the Water Act, 2016; and

the Accounting officer should, within 60 days of the adoption of this report'

put in place strategic and innovative measures for recovery and to boost the

financial health of the water company for self-sustainability. Additionally'

the management reviews and regularizes the company's existing assets and

have updated assets register that reflect the current financial position.

Further, management to determine and ascertain their commercial viability

as required by the Public sector Atcounting Stanilards Board (PSASB).

)

OTHER MATTER

l. Unresolved Prior Year Audit Matters

The following issues raised on Marsabit water and Sewerage Company Limited in the

previous audit report remain unresolved:

i. Lack ofApProved Strategic Plan;

ii. Non-Revenue Water;

iii. Failure to Provide for Audit Fees;

iv. Lack of Risk Management Policy;
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v. Non-Retaining of Customer Deposits.

Management Response

The management confirms- that 3 of the prior year audit findings have been resorvedwhile 2 are being addressed

Committee Observations

The committee observed that five prior year audit matters rernain unresolved, incrudingfundamental governance issues such as the absence of a strategic pran and a riskmanagement policy. Managernant's response indicated u pu".irl **r", awaitingcommittee recommendations rather than proactively implementing remedial measures.
Committee Recommendations

The Committee recommends that _
i' the Governor ensures that the Accounting oflicer resorves a,outstanding prior year audit matters as required by Section rag(2)(r) ofthe publlc Finance Management Act, Cap.4l2A, fallure to which theprovisions of Sectron lgg of the public Finance-Management Act onpenalties for offences shall apply; and
lt. the Governor ensures that

comprehensive status report on
all prior year matters, to the Se
verification within 90 days of th

the Accounting Officer submits a
all mitigation measures taken to resolve

nate and copies the Auditor-General for
e adoption ofthis report.

a

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLICRESOURCES

l. Non-Revenue Water

The statement of profit or loss and other comprehensive income and Note 6 to thefinancial statements reflects revenue barance of Kshs.24,l5 3,423. . rncluded in thebalance is Kshs. 15,95 3,422 inrespect of water sares-billing. Records provided for auditreview showed that the company produced a totar of 109,956M3, out of which only65,972M3 were biiled to the customers.

The balance of 43,984M3, or approxim ately 40%o of the water produced with a saleprice of Kshs.16,09g,144 (average sale price for the year und"r.eui"w of Kshs.366 percubic meter) represents the Non-Revenue water (NRw).This was above the alowableloss of 25%o as provided for by Schedule E of the water Service Reguratory Board(wAsREB) guidelines and if not addressed may negativery impact on the company,sprofi tability and its long_term sustainability.
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Management ResPonse

The management confirms that there has been year on year improvement in reduction

of losses associated with Non-Revenue Water (NRW). In the financial year 202212023,

the company was unable to measure the extent of Non-Revenue Water. in the financial

year 2023/2O24,thecompany was able to ascertain its NRW level at 50%. The NRW of

407o was an improvement by l0% from the previous year. The NRW is attributed to

dilapidated old distribution pipes and aging infrastructure' However, the management

has put in place the NRW management unit with clear road map on reducing NRW to

below the acceptable standards.

Committee Observations

The Committee observed that-

l. the Company's NRW of 40o/o significantly exceeds the WASREB allowable

threshold of 25%o, representing a revenue loss of approximately Kshs. 16 million

attributable to dilapidated infrastructure.

2. while management indicated an improvement from 50% to 4lYo,the level remains

unacceptably high and the stated roadmap for further reduction was not

substantiated with measurable targets.

Committee Recommendations

The committee recommends that-

i. The Governor should ensure that the Accounting oflicer monitors and

oversees the implementation of measures to mitigate Non-Revenue Water

(NR\9, addressing both physical and commercial losses, and reports

progress to the Auditor-General for review in the subsequent audit cycle.

ii. the Governor ensures that the Accounting oflicer segregates NRW to both

Physical or commercial so that the water company can ascertain and

identify specific mitigating measures to effectively address and reduce the

NRW ievets; and

iii. the County Government to collaborate with the Ethics and Anti-Corruption

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

oftheft and illegal connections.

iv. the EACC should investigate the causes of high NRW, including potential

commercial theft, illegal connections, staff collusion, or administrative

lapses, and provide a status update to the Senate within 90 days ofadoption

ofthis report.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK

MANAGEMENT AND GOVERNANCE
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l. Non-Retaining of Customer Deposits

The statement of financial position and Note 44 to the financial statements reflect a Nilbalance in respect of refundable deposits and prepayrnents. Records provided includingthe water meter inventory and the co-panyl customer base show that the companyhad a total of four hundred and sixty 1+L0) connected meters to customers. However,the company had not required its connected customers to pay any refundabre depositon the connected water meters. Such deposits wourd have providi a safeguard againstdamaged meters and unpaid watsr bills in the event of account closures.

Management Response

Management agreed with the Auditors' observation and stated that it is in the process ofdeveloping a customer deposit policy to prevent any further financial risk and to enablethe company recover cost in case of non-compliance or customer default.

Committee Observations

The Committee observed that_

l ' the company had 460 connected customers but none had paid any refundabre
deposit, Ieaving the company exposed to significant financial risk from damaged
meters and unpaid bills.

2' management committed to deveroping a customer deposit policy but thisremained unfinished, representing a persistent prior year matter.

Committee Recommendations

The Committee recommends that_

i' the Accounting ollicer should, within 60 days of the adoption of this report,submit to the Senate and the Auditor-General status of imprementation ofthe repayment pran with crear timerines for the repayment of the customer
deposits;

the Governor shourd ensure that the Accounting oflicer provides a certifiedbank statement for the designated customer deposit account and acomprehensive individuar customer deposit register within 60 days of theadoption of this report to Senate and a copy to the Auditor-Generar. TheAuditor-General to provide status update to ttre senate on the same;

a

the Board of Directors shourd put in place a Customer DepositsManagement Poticy to guide how the water company can sccess, utirize andrefund the money within specilied timelines. Further, the Accountingoflicer should ensure that there is fu, discrosure to the water company,s
customers on the utilization of the deposits; and
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of assets for the ComPanY'

Committee Observations

The Committee observed that-

Committee Recommendations

The committee recommends that the Governor directs the Accounting officer to

tag all assets within sixty (60) days of the adoption of this report in compliance

with Regulation 132(2) of the PFM (County Governments) Regulations,20l5, and

submits compliance evidence to the Auditor-General for verification in the

subsequent audit cYcle.
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iv. the Accounting oflicer should ensure that all customer deposits are

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

and where the accrued interests c8n be used to offset the bank charges.

Management to submit evidence of the same to the Auditor-General within

60 days ofthe adoption ofthis report for verification'

2. Failure to Tag Assets

The statement of financial position and Note 20 to the financiat statements reflect

property, plant and equipment balance of Kshs.68,219,605, included in the balance is

anamountofKshs.l85,28l forofficeequipment,fumitureandfittingsandKshs.Tl,050

for computers and related equipment. However, audit inspection carried out in the

month of September, 2025, of sampled offices revealed that office desks, chairs and

desktop computers were not tagged.

This was contrary to Regulation 132(2) of the PFM (County Governments) Regulations,

2015 which states that the Accounting officer shall ensure that processes and

procedures both electronic and manual are in place for the effective, efficient,

economical and transparent use of the county govemment entity's assets.

Management ResPonse

Management agreed with the Auditor's observation and committed to undertake tagging

l. the company's sampled assets including office fumiture and computers were

found to be untagged at the time of audit inspection in September 2025.

2. management committed to asset tagging but has not demonstrated evidence of

measures put in place to implement this.



REPORT ON THE FINANCIAL STATEMENTS

TheAuditor-General rendered a euarified opinion on the financiar statements of theMunicipality of Marsabit for period und". ."u,"* on the fo,owing basis-
Basis for euatified Opinlon

I. Undisclosed property, plant and Equipment

The statement of financial position and Note 24 to the financial statements reflectsproperty, plant and equipment barance of Kshs.r05,2 gg,349.Incruded in the barance isa nil balance in respect of rand. However, audit inspection revealed that the Municiparitywas in possession of a parcer of land where the head office is rocated but which was notrecognized in the financiar staternents under the prop€ro/, plant and equipment.
Management Response

Management confirms that the parcer of rand referenced in the report has not beentransferred from the county Executive to the Municiparity and therefore courd not bedisclosed in the financial statements during the financial year.

Committee Observations

a
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CHAPTER TWo: MUNICIPALITIES

2.I REPORT ON THE AUDITED FINANCIAL STATEMENTS MUNICIPALITYOF MARSABIT FOR THE FINANCIAL YEAR 202412025
The Governor of Marsabit county, Hon. Mohamud Mohamed Ali appeared before thecommittee to respond (under oath) to audit queries raised in the report of the Auditor_General on financiar statements for Marsalit Municiparity for the Financiar year
2024/2025' The Governor was accompanied by the fo,owing officers-

The Committee observed that_

l ' The Municipality herd physical possession of rhe rand and head oflice premises;however, the formar hansfer from the county Executive remained incomprete.This resurted in an undiscrosed asset batance, contravening Regurations 136(r)and 132(2) of the public Finance Management (County covemments)Regulations, 20 I 5.

2' the non-transfer of assets from the county Executive to the Municiparity reflectsthe broader rack of operational autonomy that continues to hamper the entity,sability to prepare accurate financial statements.

Committee Recommendations



a

The Committee recommends that-

i. within sixty (60) days of the adoption of this report, the Governor ensures

the transfer of ownership documents of assets under the Executive to the

MunicipatitY is frst tracked;

ii. the Governor ensures that the management of the Municipality

undertakes the valuation of all assets of the Municipality and submit the

vatuation report to the Auditor- General for verification during the

subsequent audit cYcle;

iii. upon completion of the transfer and valuation, the Accounting officer

should prepare an updated asset register within 60 days ofthe adoption

of this report and submit to the Auditor-General for verification

iv. the Accounting oflicer ensures that the Municipality maintains an up-

to-date asset register in accordance with section la9(2xo) of the Public

Finance Management Act Cap 4l2A and in the format prescribed by the

Public Sector Accounting Standards Board (PSASB);

v. within 90 days of the adoption of this report, the Governor ensures that

the operational autonomy of Municipalify of Bomet is fully actualized in

accordance with sections 169 - 181 of the Public Finance Management

Act as read together with sections 12 (Structures and management of

cities, municipalities), 20 (Governance and management functions of a

board),45 and 46 (financial autonomy) and provide evidence ofthe same

to the Auditor-General for verification and monitoring. The Auditor-

General should provide a status update in the subsequent audit cycle.

2. Undisclosed Depreciation Expense

The statement of financial performance and Note 16 to the financial statements reflects

nil balance in respect to depreciation and amortization expanse. However, furniture and

fittings, computers and bther assets with net book values of Kshs'2,961,400'

Kshs.l,0l0,000 and Kshs.l85,000 respectively, were not depreciated during the year

under review.

Management ResPonse

Management acknowledges the auditor's observation regarding the non-depreciation of

fumiture and fittings, computers and other assets in the financial statements during the

year, attributing it to the absence of a depreciation policy. Management committed to

putting in place a policy to guide the depreciation rates to be reported in the financial

statements.

Committee Observations
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The Committee observed that_

l ' the Municipality did not have a depreciation policy at the time of the audit,resulting in failure to depreciate assets with a combined net book valueexceeding Kshs.4 million.
2' the management committed to deveroping a depreciation policy to guide assetvaluation in subsequent financial yearshowever the committee did not specift atime-frame for implementation.

Committee Recommendations

The Committee recommends that the Govr
deverops and adopts an asset depreciation *,LT ;T,H:,IJi;"jii"XTr"ff:
adoption of this report and ensures that alr depreciable assets are appropriaterydepreciated in subsequent financiar statements in compriance with Section149(2)(b) of the pubric FinanceManagementAct,cap.4r2A.TheAuditor-Generar
should provide a status update in the subsequent audit cycle.

The issue of Fairure to Carry out Internal Audit was raised on Marsabit Municiparity inthe previous audit report and the matter has not been resorved.

Management Response

The management agrees with the auditor,s observation and confirms that the intemalaudit exercise has been done for the Municipar for half year 2025-2026.

OTHER MATTER

3. Unresolved prior year Audit Matters

Committee Observations

The Committee ohserved that_

a

The Municipality has not resolved the issue of failing to carry out intemal auditfunctions, as raised in the prior year's audit report. This contravenes Section 3l(l)(a) ofthe Public Audit Act, 2015, which requires a state organ or pubric entity that has beenaudited to submit a report on how it has addressed the recommendations and findingsfrom the previous year's audit.

Committee Recommendations

The Committee recommends that _
i' the Governor ensures that the Accounting officer resorves a,outstanding prior year audit matters as required by Section r4g(2)(r) of
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the Public Finance Management Act, Cap.412A, failure to which the

provisions of Section 199 of the Public Finance Management Act on

penalties for offences shall apply; and

the Governor ensures that the Accounting OIIicer submits a

comprehensive status report on all mitigation measures tsken to resolve

all prior year matters, to the senate and copies the Auditor-General for

verification within 90 days of the adoption of this report.

a

REPORT ON LAWFULNESS AND EFFECTIVENESS IN THE USE OF PUBLIC

RESOURCES

l. Non-Compliance with Municipal Status Requirements

The statement of financial performance reflects a nil balance in respect to revenue from

non-exchange transactions. However, Marsabit Municipality was conferred Municipal

status despite not demonstrating the capacity to generate suffrcient revenue to sustain

its operations, contrary to Section 9(3Xd) of the Urban Areas and Cities Act, 2011,

which requires that a town may be granted municipal status only if it has demonstrable

capacity to generate adequate revenue to sustain its operations

Management Response

Management confirmed that Marsabit Municipality was conferred a charter in

compliance with the Urban Areas and cities Act, 2011, Section 9 (4). Further, the

Municipality undertakes some of its key functions such as revenue collection from

different streams such as rates, rents, taxes and fees and swipe the funds to the Marsabit

County Revenue Fund to support service delivery in the County' These funds are

reported by the Receiver ofRevenue during the financial year.

Committee Observations

The Committee observed that-

Committee Recommendations

The Committee recommends that-

'a
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1. the Municipality's collected revtnues are transrerred to the county Revenue

Fund and not retained for its own operational purposes, making the Municipality

financially dependent on the County Executive.

2. the capacity to generate sufficient revenue to sustain its own operations was not

demonstrated at the time of conferment of Municipal status, which is a

prerequisite under Section 9(3Xd) of the Urban Areas and Cities Act, 201 I .



a

t. within sixty (60) days of the adoption of this report, the Board of theMuniciparity ensures the Integrated Development and Economic pran
and the Integrated strategic urban Deveropment plan (ISUDp) for theMuniciparity is put in prace in line with section 20(1xc) of the urban
Areas rnd cities Act, Cap.27S;
the Governor takes all the necessary steps to ensure the Municipality
achieves fulr operational independence in accordance with sections l2(management independence), 20 (functional independence), 45 and 46(financial independence) of the urban Areas and Cities Act, cap.275 andthe Auditor General to verify the implementation of thisrecommendation in the next audit cycle;
the Governor should ensure by the commencement of the financiar year
202612027 that the municiparity is fury operationarized in rine with its
delegated functions as gazetted by the county governmentl and
the municipalify is adequatery funded in accordance with sectio n r72 0fPublic Finance Management Act, 2012 and the Auditor to keep this
matter in view and report in the subsequent audit cycle.

Ill.

2. Non-Implementation of Transferred Municipal Functions
Audit review estabrished that the Municipality did not implement eighteen (lg)functions ranging from deveropment controls, flood controls, construction of roads tocollection of rents, rates, taxes, duties and fees as outlined in the Kenya Gazette NoticeNo. 3836 of 2020 on transfer of functions to the Marsabit Municipaliti uy tt 

" 
Governorof Marsabit county' Further' evidence of implernentation of the transferred functions asoutlined in the Kenya Gazette Notice No.3g36 of 2020 was not provided. In addition,the county Executive did not transfer the financiar resources necessary to supportexecution of these functions, contrary to Section 20(l) of the Urban Areas and CitiesAct,20ll, which requires a county government to alrocate adequate resources to anurban area or cfty for the performance of transferred functions.

a
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Management Response

Managernent confirms that the Municipality is undertaking all the transferred functionseither independently or in collaboration with the relevant departments and partners. Forexample, the Municipal colrects revenues within its "r* of 
"ououge 

on beharf of thecounty and swipe the funds in to the Marsabit county Revenue Fundaccount to supportservice delivery to the residents of the County. Further, the municipal undertakes wastemanagement rore in collaboration with the Department of Lands, urban development
and energy.



a

l. the Municipality claimed to be implementing transferred functions but did not

provide documented evidence of the implementation of all eighteen (18)

transferred functions.

2. the County Executive had not transferred adequate financial resources to the

Municipality to facilitate execution of these functions as required under Section

20(l) of the Urban Areas and Cities Act, 201l.

Committee Recommendations

The Committee recommends that-

i. within sixty (60) days of the adoption of this report, the Board of the

Municipality ensures the Integrated Development and Economic Plan

and the Integrated strategic urban Development Plan (ISLJDP) for the

Municipality is put in place in line with section 20(lxc) of the urban

Areas and cities Act, CtP.275;

ii. the Governor takes all the necessary steps to ensure the Municipality

achieves full operational independence in accordance with sections 12

(managementindependence),20(functionalindependence),45and46
(financial independence) of the Urban Areas and cities Act, cap.275 and

the Auditor General to verify the implementation of this

recommendation in the nert audit cycle;

iii. the Governor should ensure by the commencement of the financial year

2026t2027 that the municipality is fully operationalized in line with its

delegated functions as gazetted by the couDty governmentl and

iv. the municipality is adequately funded in accordance with section 172 of

Public Finance Management Act, 2012 and the Auditor to keep this

matter in view and report in the subsequent audit cycle'

REPORT ON EFFECTIVENESS OF

MANAGEMENT AND GOVERNANCE

INTERNAL CONTROLS, RISK

Basic Conclusion

l. Lack of Risk Management PolicY

Management did not develop a Risk Management Policy to guide on risk manaSement

assessment and formulation of risk mitigation strategies in the year under review' This

was contrary to Regulation 158(1) of the Public Finance Management (County

Governments) Regulations, 2ol5,which requires the Accounting officer to develop risk

a
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Committee Observations

The Committee observed that-



I
management strategies which include fraud prevention mechanisms and internal controlthat builds robust business operation.

Management Response

Management noted the observation and stated that it will put in place prans to developa County Risk Management policy.

Committee Observations

The Committee observed that-

l ' the Municiparity did not have a Risk Management poricy, exposing it tounmitigated operational and financial risks.

2' management committed to deveroping a Risk Management policy but did notprovide any timeline or evidence of initiation of the process.

Committee Recommendations

The Committee recommends that the Governor ensures that Municipar Managerfast-tracks deveropment of Municiparity's standarone Risk Management poticy,
distinct from any county-wide poricy, as provided under Reguration l'E(l) ofthePublic Finance Management (County Governments) Regulations, 2015, withinsixty (60) days ofthe adoption ofthls report.

2. Failure to Carry Out Internal Audit Function
During the year under review, the Municipality did not conduct internal audit functionsto assess the effectiveness of internar contrors, compliance with raws and poricies, andthe efficiency of operations. This is contrary to Section 155(r) of the pubric FinanceManagement Act, 2012, requiring county government entities to have appropriatearrangements for conducting internal audits.

Management Response

The management agrees *rin tr," auditor,s obr"*utio, and confirms that the internaraudit exercise has been done for the Municipar for the harf year of 202s-2026
Committee Observations

The Committee observed that-

The Municipality faired to carry out any intemar audit functions during the year under

;U:' 
constituting a breach of Section r 55( r ) of the pubric Finance Mlnagement Act,

Committee Recommendations

a
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The Committee recommends that the Governor pursues the Municipal Manager

ensures that internal audit functions are conducted at least quarterly and that

internal audit reports are submitted to the relevant oversight bodies. The Auditor-

General should keep the maffer in view and provide a status update in the

subsequent audit cycle, failure to which the provisions of Section 199 of the Public

Finance Management Act on penalties for offences shall apply.

3. Failure to Tag Assets

The statement of financial position and Note 24 to the financial statements reflects

property, plant and equipment balance of Kshs.l05,298,349.Included in the balance is

furniture and fittings, and computets balances of Kshs.2,961,400 and Kshs.l'010'000

respectively. However, physical inspection carried out in the month of October, 2025

on sampled office desks, chairs and desktop computers revealed that the assets were not

tagged. This is contrary to Regulation 132(2) of the Public Finance Management

(County Governments) Regulations, 201 5 which states that the Accounting Officer shall

ensure that processes and procedures both electronic and manual are in place for the

effective, efficient, economical and transparent use of the County Government entity's

assets.

Management ResPonse

Management noted the auditor's observation and commits to put in place measures to

ensure that all Municipal assets are tagged for ease of identification and tracking.

Committee Observations

The Committee observed that-

sampled Municipal assets including fumiture, fittings and computers were found

to be untagged at the time of audit inspection in October 2025'

management committed to implementing an asset tagging exercise but did not

demonstrate evidence of measures initiated to put this in p-lace'

Committee Recommendations

The Committee recommends that the Governor ensure the Municipal Manager

tags all assets within sixty (60) days of this report's adoption, in compliance with

Regulation 132(2) of the Pubtic Finance Management (County Governments)

Regulations, 2015, and submits evidence of compliance to the Auditor-General for

verification in the subsequent audit cycle.

2
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CHAPTER THREE: HosPITALs

3.I REPORT ON THE AUDITED FINANCIAL STATEMENTS FORMARSABIT COUNTY REFERRAL HOSPITAL FOR THE FINANCIAL YEAR2024t202s

The Governor of Marsabit County appeared before the committee to respond (underoath) to audit queries raised in the report of the Auditor-General on financial statementsfor Marsabit county Referrar Hospital for the financial year 2024/202s.

REPORT ON THE FINANCIAL STATEMENTS
The Auditor-General rendered a Qualified opinion on the financial statements ofMarsabit county Referral Hospitar for the period under review on the foilowing basis _

l. Undisclosed property, plant and Equipment
The statement of financiar position and Note 32 to the financial statements reflectsproperb/, plant and equipment balance of Kshs.29,349,700. Included in the barance isnil balances in respect of rand, buildings, fumiture and fittings and medical equipment.However, review of documents maintained and physical inspection carried out inNovember 2o2s revearer that the Hospitar was in possession of land, buirdings,furniture and fittings, motor vehicres and irant and medical equipment assets, but whichwere not recognized in the financiar statements under property,;lant and equipment.
Management Response

The Management agrees with the Auditors, observation. The nil balances in respect ofland, buildings, furniture and fittings and medicar equipment were due to non_varuationof the mentioned assets. we confirm that the management has initiated the process ofasset valuation and assets tagging. A Directorate of Asset management department hasbeen established at the county Treasury to over- see alr assets are varued and tagged inthe shortest time possible across alt Couilty departments.

Committee Observations

The Committee observed that-

l ' the Hospital was in possession of significant assets incruding rand, buirdings, and

f_1]::l,lrirment 
that had not been valued and therefore lot ,"cognired in rhenanctal statements.

2. management's response indicated that a Directorate of Asset Management isbeing established at the county Treasury but no timelin" *u. p.*io"d for thecompletion of asset valuation.

a
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Committee Recommendations

The Committee recommends that-

u.

lv.

t

within sixty (60) days of the adoption of this report' the Governor, through

the CECM responsible for matters health, engages with the Ministry of
Heatth of the National Government to ensure the transfer of ownership

documents of land and buildings is fast tracked;

the Governor ensures that the management of the hospital undertakes the

valuation of all assets of the hospital and submits the valuation report to the

Auditor- General for verification during the subsequent audit cycle;

upon completion of the transfer and valuation, the Accounting Officer

should prepare an updated asset register within 60 days ofthe adoption of
this report and submit to the Auditor-General for verificationl and

the Governor, through the Accounting Oflicer ensures that the hospital

maintains an up-to-date asset register in accordance with section 149(2)(o)

of the Public Finance Management Act Cap 4l2A and in the format
prescribed by the Public Sector Accounting Standards Board (PSASB),

failure to which the provisions of section 199 of the Public Finance

Management Act, Cap.4l2A on penalties for offences shall apply.

)
2. Undisclosed Depreciation Expense

The statement of financial performance and Note l8 to the financial statements reflects

nil balance in respect of depreciation and amortization expense. However, ICT

equipment and oxygen plant with net book values of Kshs.3,036,000 and

Kshs.26,3 13,700 respectively, were not depreciated during the year under review.

Management Response

Management acknowledges the auditor's observation regarding the non-depreciation of
ICT equipment and oXygen plant in tfie financial statements during the year,-which is

attributed to the lack of a depreciation policy in place. The management committed to

putting in place a policy to guide the depreciation rates to be reported in the financial

statements.

Committee Observations

The Committee observed that-

a) the Hospital did not have a depreciation policy at the time of the audit, resulting

in failure to depreciate ICT equipment and an oxygen plant with a combined net

book value of approximately Kshs.29 million.
t
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b) management committed to developing a depreciation policy but no evidence of
initiation was provided.

Committee Recommendations

The committee recommends that the Governor ensures the Hospitar Board ofManagement, once constituted, deverops and adopts an asset depreciation poricywithin sixty (60) days of its estabrishment, and that alr dep.eciable assets areappropriately depreciated in subsequent financial statements, in compliance with
Section 149(2)(b) of the public Finance Management Act, Cap. 412A.

3. Long Outstanding Receivables

The statement of financial position and Note 29 to the financial statements reflects
receivables from exchange transactions barance of Kshs.24,042,519. Included in the
balance is an amount of Kshs.9,933,500 in respect of claims fiom the defunct National
Health Insurance Fund that has remained outstanding for more than two (2) years.

Management Response

Management confirms that the rong outstanding receivables of Kshs.9,933,500 related
to defunct NHIF unreimbursed craims. The management has r"grr*ty forowed up with
SHA for clearance ofthe debt.

Committee Observations

The Committee observed that-

Receivables totaling KShs 9,933,500 from the defunct NHIF have remained outstandingfor over two years, raising concems about their recoverability and impact on theHospital's cash flow. Management states it has followed up with SHA but provided no
documented evidence of the correspondence or SHA,s response.

_ Committee Recommendations

The Committee recommends that_

i. the Accounting ollicer ensures timery submission of comprete and accurate
documents during audit processes, including evidence of resubmission and
follow-up of rejected or partiary approved sHA craims, in compriance with
section g(lxe) of the pubric Audit Act, cap. 4128, failure to which theprovisions of section 62(2) of the pubric Audit Act, cap. 4l28 shalr appry;

ii' the Governor ensures the Accounting oflicer shourd, within 60 days of the
adoption ofthis report' put in prace recovery measures for the outstanding
amount with crear timelines. The Auditor-Generar should review the

a
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implementation of the measures put in place provide a status update on the

matter in the subsequent audit cyclel and

iii. the Governor ensures the Accounting Officer to undertake a detailed

analysis of its long outstanding trade receivables and with the Board's

approval, write off the irrecoverable debts in line with the Section 130 (2)

(d) of the Public Finance Management (County Governments) Regulations,

2015 and the Auditor-General to provide a status update on the same during

the subsequent audit cYcle.

OTHER MATTER

Unresolved Prior Year Audit Matters

The following issues raised on Marsabit County Refenal Hospital in the previous year

audit report remain unresolved:

l) Unaccounted Laboratory Chemical Reagents and Radiology Supplies;

2) Undisclosed Property, Plant and Equipment;

3) Failure to Conduct Annual Stock Taking;

4) Inadequacies in Universal Health Care as Per Kenya Quality Model for Health;

5) Casuals Engaged for More Than Three Months Continuously;

6) Failure to Establish the Hospital's Board of Management;

7) Failure to Develop Risk Management Strategy;

8) Weaknesses in Inventory Management;

9) Failure to have Intemal Audit Arrangements.

Management Response

The Management confirms resolving 5 prior year audit issues during the Senate

appearance on 25th September, 2025 while 4 issues are in the process of being

addressed.

Committee Observations

The Committee observed that-

l. The Committee obssrved that, despite Management's claims, 9 prior year audit

issues persist, with only partial progress reported. This indicates weak

implementation of audit recommendations and ongoing Sovernance lapses,

particularly in asset management.

2. Tlrcabsence of the Hospital Board of Management and risk strategy undermines

accountability.

Committee Recommendations

The Committee recommends that -
,
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the Governor ensures that the Accounting Officer resolves
outstanding prior year audit matters as required by Section l4g(2)(l
the Public Finance Management Act, Cap.4l2A, failure to which
provisions of section 199 of the public Finance Management Act
penalties for offences shal apply; and
the Governor ensures that the Accounting Officer submits

all

)of
the
on

lt.

comprehensive status report on ail mitigation measures taken to resorv
all prior year matters, to the senate and copies the Auditor-General fo
verification within 90 days of the adoption of this report.

a

e

r

REPORT ON LAWFULNESS AND EFFECTIVENESS IN
RESOURCES

Basis for Conclusion

l. Casuals Engaged for More Than Three Months Continuously
The statement of financial performance and Note l6 to the financial statements reflects
costs balance of Kshs. 24,3sr,3gz.Included in the balance is Kshs. 6,120,000 in respectof expenditure on twenty-six (26) casuar workers engaged by the Hospitar. However,
the casuals'engagement was not supported with approval by the county public Service
Board, Ietters of temporary employment and pertinant information .u"h u, date of hire,period served, duties performed and quarifications of the casuars was not provided foraudit. In addition, during the year under review, the casuars were engaged for twelve(12) months continuousry. This was contrary to section 37(lxb) of the Employment
4ct,2007 which states that where a casuar emproyec performs work for more than threemonths, the contract of service of the casuar employee shail be deemed to be one where
wages are paid monthry and Section 35(l )(c) shall appry to that conhact of service. This
exposes the Hospital to litigation for unlawful terms of employment.

Management Response

Management agrees with the auditor's observation and commits to put in prace
corrective measures that will enhance compliance with the law.

Commiffee Obserwations

The Committee observed that_

a) twenty-six (26) casual emproyees were angaged continuously for twelve (12)
months without 

.CPSB approval or proper employment documentation,
contravening Section 37(lXb) of the Employment Act, 2007.

b) management committed to correctiv" -"urur", but did not provide evidence of
actions taken or the current employment status of the casual workers.

USE OF PUBLIC

a
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Committee Recommendations

The Committee recommends that the Governor direct the Board of Directors and

Accounting O{ficer to ensure the Hospital complies with Section 37(l)(b) of the

Employment Act, cap. 226. All future casual employee engsgements must be

approved by the County Public Service Board, properly documented, and limited

to three months unless converted to contractual terms.

2. Non-Compliance with Universal Health Coverage Requirements

As previously reported, verification of services ofiered, equipment used and number of

members of staff at the Hospital revealed that, the Hospital operated with inadequate

staff and equipment as detailed below:

t

,

Level 4

Hospital

Requirements

Available Shortfall

Medical Officers l6 8 8

0 2

Gynecologists 2 I I

Pediatrics 2 I I

Radiologists 2

Pharmacist 4 2
,)

Functional ICU beds 6 I 5

Functional HDU Beds 6 5 1

Functional theatres -

Maternity, general,

orthopedic, pediatrics,

ENT, dental and

ophthalmology

7 5

Maternity department

ward for six
delivery coaches

6 4 2

New Born Unit with
five (5) HDU cots

5 3

a
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Anesthesiologists 2

1 I

Equipment

2
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Management confirms that the Hospitar provides uninterrupted services and operatesoptimally based on hospitar service areas and needs. In order to meet Kanya eualityModel for Health poricy Guiderines, the management commits to progressivery providestaffing and equipment needs for the Hospital.

Management Response

lt.

Ill.

Committee Observations

The Committee observed that_

a) the Hospitals staff comprement and medical equipmant did not meet the
requirements of the Kenya Quarity Moder for Hearth, with critiJ gaps incruding
no anaesthesiorogist and only r functionar ICU bed against a requirement of 6.b) managernent committed to progressive improvem"nt brt did not provide astructured plan with measurable targ€ts or timelines.

Committee Recommendations

The Committee recommends that_
within sixty (60) days of the adoption of this report, the Governor submitsto the Senate a comprehensive pran outrining the specific measures beingtaken to address the hospital's staffing shortages. The measures shouldinclude both short-term and long_term solutions, focusing on optimizingexisting resourcesr improving employee werfare, and ensuring sustainabre
stafling levels moving forwrrd; and
within ninety (90) days of the adoption of this report, the Committee
recommends that the Governor ensures the hospitar deverops andimplements a comprehensive pran, with appropriate budgetary arocations,to acquire and operationarize the required facilities and equipment toprovide a' services required for a Lever 4 hospitar. The Auditor-Generar
should monitor progress and keep this matter under review in thesubsequent audit cycle; and
the Governor ensures the officer in charge of the facility has the requisite
academic and professionar quarifications in accordance with the Hearth Act,2017 and provide evidence of measures taken to address the matter toSenate within 60 days of the adoption of this report.

r)-

I

3' Failure to Estabrish the county Referrar Hospitals Board of Management
As previously reported, revjew of the annual report and financiar statements revearedthat the Hospital's Board of Management haa not been established. This is contrary toSection 5 of the Marsabit county Health Services Act, 2016 which provides for the

a

l.
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establishment and composition of County Referral Hospital Management Board which

is to be constituted and gazetted by the County Executive Member for Health in

consultation with the Governor and other stakeholders.

Management Response

The management confirms that the process of establishing Hospital Board is in the final

stages.

Committee Observations

The Committee recommends that

8. Non-Compliance with Data Protection Requlrements

Audit review established that the Hospital had not registered with the Offrce of the Data

Prote-ction Commissioner (ODPC) as a data controller aqd data processlr' despite

actively collecting, processing, and storing personal data ofstaff, service providers and

patients during the year under review. This is contrary to Section l8(l) of the Data

Protection Act,2019 requires that data controllers and data processors who process

personal data must register with the Offrce of the Data Protection Commissioner

(oDPC).

Management Response

The management agrees with the Auditor's observation and commits to ensure that the

Hospital is registered with the Offrce of the Data Protection Commissioner as a data

controller and data processor as required by the law.

a

The Committee observes the persistent delay in constituting the Board' now spanning

multiple audit cycles, despite legal requiranents and prior recommendations exposing

the Hospital to operational risks and potential legal non-compliance. Managernalt's

vague claim of "final stages" lacks evidence, such as timelines or documentation,

undermining credibil ity.

Committee Recommendations

l. the Governor directs the county Executive Member for Health to
constitute and gazette the Hospital Board of Management within thirty (30)

days of this report's adoption in full compliance with Section 5 of the

Marsabit County Health Services Act, 2016'

2. the Accounting officer submit evidence of gazettement to the Auditor-

General within seven (7) days thereafter, and that the Auditor-General

confirm compliance in the subsequent audit cycle.
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Committee Observations

The Committee observed that-

REPORT ON EFFECTIVENESS OF
MANAGEMENT AND GOVERNANCE

Basls for Conclusion

l. Lack of an Audit Committee

the Hospital had not registered with the oDpc as a data controler and dataprocessor despite processing significant amounts of sensitive personal data
including patient medical records.
management confirmed that an apprication has been filed with the oDpc andprovided evidence of the dury fired application form and proof of payment.

2

Committee Recommendations

Noting the mitigating measures taken by management, the committeerecommends that the Governor directs that the Accounting officer ensures thatthe oDPC registration is completed and that the Hospital thereafter maintains fullcompliance with the Data protection Act, 2019, including the deveropment of adata protection policy and staff training on data handling procedures. TheAuditor-Generar to keep the matter in view and confirm relistration in thesubsequent audit cycle.

INTERNAL CONTROLS, RISK

t

During the year under rwiew, the Hospital operated without an Audit committee,
contrary to Regulation 167(l) of the pFM (county Governments) Regurations , zors,
together with Gazette Notice No. 2690(l), which states that subject to paragraph (2) ofthis regulation, each county Govemment entity shalr estabrish an Audit committee
Management Response

Managanent stated that it is awaiting the establishment of the Hospitar Board fromwhich the Hospital Audit Committee shall be constituted.

Committee Observatlons

The Committee observed that_

l' the Hospital has been operating without an Audit committee, a persistart
governance gap that is directly linked to the failure to constitute the Hospital
Board of Management.
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2. the absence of an Audit Committee means that internal audit functions and risk

management have not been subject to independent oversight, undermining

financial accountability.

Committee Recommendations

The Committee recommends that the Governor fast-tracks the constitution of the

Hospital Board of Management as directed under the recommendation on Issue 7

above, which shall then immediately facilitate the establishment of the Audit

Committee. The Auditor-General should provide I status update in the subsequent

audit cycle.

2. Failure to Tag Assets

The statement of financial position and Note 32 to the financial statements reflects

property, plant and equipment balance of Kshs.29,349,700. Included in the balance is

Kshs.3,036,000 in respect of ICT equipment's. However, audit inspection carried out in

the month of October, 2025 of sampled computers revealed that the assets were not

tagged. This was contrary to Regulation 132(2) of the Public Finance Managanent

(County Governments) Regulations, 201 5 which states that the Accounting Offrcer shall

ensure that processes and procedures both electronic and manual are in place for the

effective, effrcient, economical and transparent use of the County Government entity's

ASSEIS.

Management ResPonse

The Management has noted the auditor's observation and committed to put in place

measures to ensure that all the Hospital assets are tagged for ease ofidentification and

tracking.

Committee Observations

The Committee observed that-

I . sampled Hospital ICT assets were found to be untagged at the time of audit

inspection in October 2025.

2. management committed to asset tagging but has not demonstrated evidence of

measures put in place to implement this'

Committee Recommendations

The Committee recommends that the governor directs that the Accounting Officer

ensures all assets are tagged within sixty (60) days ofthe adoption ofthis report in

compliance with Regulation 132(2) of the PFM (County Governments)

Regulations, 2015, and submits evidence of compliance to the Auditor-General for

verification in the subsequent audit cycle.
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ll. Lack of Rlsk Management policy

As previously reported, management did not provide evidence of the existence of a Risk
Management Policy to guide its management on risk management assessment andformulation of risk mitigation strategies in the year under review. This is contrary toRegulation 158(l)(a) and (b) of the PFM (county Governments) Regulations , 2ols,
which requires the Accounting officer to develop risk management st.aiegies includingfraud prevention mechanisms and internal control that buirds robust business
operations.

Management Response

Management noted the observation and stated that it will put in prace plans to develop
a County Risk Management policy.

Committee Observations

The Committee observed that-

l ' the Hospital does not have a Risk Managsment policy, and this is a recurring
prior year matter that management has acknowredg"a iut not yet resorved.2. management committed to deveroping a county Risk Management policy but
did not provide any timerine or evidence of initiation of th" p.I"".r.

Committee Recommendations

The committee recommends that the Governor, through the Accounting oflicer,
ensures that the Hospitar deverops a standarone Risk Management poricy drstinctfrom any county-wide policS within sixty (60) days of the adoption of this report
as required by Reguration l5g(l) of the pFM (county Governments) Regurations,
2015. Evidence of the approved policy shalr be submitted to the Auditor-Generar
for verification.

{
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CHAPTERFoUR: FUNDS

REPORT ON THE AUDITED FINANCIAL STATEMENTS FOR
MARSABIT FUNDS FOR THE FINANCIAL YEAR 202412025

In accordance with Articre 22g(4)of the constitution as read together with section 7(l)of the Public Audit Act, Cap. 4r2B during the period under review, the Auditor-General
audited the financiar statements of various funds in Marsabit county. consequently, and
in accordance with Article 2 29(7) of theconstitution as read together with section 32( l )of theAct submitted the following reports to the Senate-

t

L Marsabit County Executive Car Loan Fund
2. Marsabit County Executive Mortgage Fund
3. Marsabit County Emergency Fund
4. Marsabit County Climate Change Fund
5. Marsabit County Flucation Fund

Committee Observations

The committee takes note of the queries raised by the Auditor-General in these reports.

Committee Recommendation

The Committee recommends that_

i' the Governor through the respective accounting officers ensures that
appropriate remediar actions are taken to address the issues raised in the
Auditor-Generarrs report on the financiar statements for the Marsabit fundsfor the Financiar year 202412025 and submit a report to the Senate within
30 days of the adoption of this report and a copy to the Auditor-Generall
and

ii' the Auditor-General to keep the matter in view in the subsequent audit
cycle.
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The meeting was cailed to order by the chairperson at ten minutes past three o,crockin the afternoon followed by a *ord 
"f 

p*;;:-'
MIN. NO. SEN/CPICSF/37812026 ADOPTION OF TIIE AGENDA

The agenda of the meeting was adopted having becn proposed by Sen. Agnes KavinduMuthama, Mp and .oond"d by Sen. c;;;il;gai Mbugua, Mp as follows _

I

2

3

4

5

. Prayer;

. Adoption of the Aganda;

. Consideration and Adoption of Reports

. Any Other Business; and

. Date of the Next Meeting and Adjoumment

MIN. NO. SEN/CPICSF/37,12026 CONSIDERATION AND ADOPTION OF
REPORTS

The committee considered the reports on the consideration of the audit reports of thefollowing counties and their respective entities for the Financiar yju, iazqno2s (l,rJlly, 2024 to 30e June, 2O2S)_

l. Embu Report

Sector Entity

santtation companyNgandori water and

water and sanitationNyagaka

sanitation company limitedEmbe water and

Water Companies

4

tation companyEmbu water and sanl

Municipality bu municipalityEm

bu level 5 hospitatEm

Mbeere sub county hospital

es sub county hospitalRunyanj

Hospitals

4

county hospitalIshiara sub

Embu county educati on zupport fund

Embu county climate change fund

ve car & mortgage fund
Embu county executi

Funds 5

govemmenl emergency fund
Embu county

2

No.
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2. Kirinyaga Report

3. Lamu

Sector No. Entity

Water Companies 2 Kirinyaga County Water and Sanitation
plc(KICOWASCO)

Rukanga Makutano Water and Sanitation
plc. (RUMAWASCO)

Municipalities I Kerugoya -kutus municipal

Hospitals 3 Sagana sub - county level 4 hospital

Kianyaga sub county level 4 hospital

Kimbimbi sub county level4 hospital

Funds 6

County Govemment of Kirinyaga Executive

Mortgage Fund

Kirinyaga executive car loan & mortgage

tund

Kirinyaga county alcoholic drinks control

fund

Kirinyaga county climate change fund

Kirinyaga county executive bursary fund

Sector No Entity-

Water company
Lamu water and sewerage company limited

Municipality I Lamu municipality

J Lamu county referral hospital

Faza sub-county hospital

Mpeketoni sub-county hospital

Funds 4 Lamu county bursary and scholarship fund

3

Kirinyaga county executive emergency fund

I

Hospitals



uLam coun c tmatety fundchange

county anergancy fundLamu

Lamu county executive staff housing fund.

4. Mandera Report

5. Mombasa Report

Sector No. Entity

sewerage company (MANDWASCO)Mandera water and
Water companies

2
Elwak water and sanitation company

Municipalities 2 Elwak municipality

Mandera municipality

Hospital 7

Lafey Ho

eferra Hospi
Hospital

Bantsa Sub-Coun talty Hosp
Kotulo uS b-Coun Re ferral Hty talosp

uS Cob- un S talty pr
Mandera enC tra uS b- Coun oH taty sp

dMan era RCounty ta
Mandera North Sub- Coun ty
Mandera west Sub-Coun H talty osp

Mandera county climate change fundFunds
2

Mandera county education bursary fund

Sector No. Entity

Water company water supply and sanitation companyMombasa

Likoni sub-county level 4 hospital

Tudor sub-county Ievel 4 hospital
Hospitals

5

Mrima sub-county level 4 hospital

4
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Portreitz Sub.County level 4 hospital

Mombasa Alcohol Drinks Control FundFunds ')

Mombasa County Elimu Scheme

6. Murang'a Report

Sector No. Entity

Water companies 5 i water and sanitation compaly

Gatanga water and sanitation plc

Kahuti (Murang'a west) water and sanitation company
limited

Murang'a south water and sanitation company
(MUSWASCO)

Murang'a water and sanitation company
(MUWASCO) limited

Gatamath

Municipalities J Kangari Municipality

Kenol Municipality

Murang'a Municipality

Hospitals 4 Kandara Sub-County Hospital

Kigumo level4 hospital

Maragua Sub- County lev_el 4 hospital

Murang'a level 5 hospital

Funds 4 a county govsrnment education and
scholarship fund

Murang'a county agricultural farm inputs subsidy &
incentive fund (afis fund)

Murang'a county climate change fund

Murang'a county youth fund

Murang'

Coast General Teaching & Referral Hospital

5



9. Tharaka Nithi Reporr

sector no. entity

Municipality Nyamira municipality

i level4 hospitalEsan

level 4 hospitalManga

4 sub-county hospitalMasaba level

Hospitals 4

yamlra county referral hospitalN

Nyamira county education support fund

yamlra county emergency fundN

Nyamira county
(executive) fund

mortgage & car loan

Funds 4

Nyamira county climate change fund

Sector No. Entity

Water company Tana River W
Limited

Sanitation Companyater and

Municipality Hola municipaliry

Tana river county climate change fund

Tana ri
tund

isaster risk managementver county d

Funds 3

ver county ward bursary fundTana ri

No Entity

Water company Nithi water and sanitation company limited

Chuka municipalityMunicipalities 2

wana municipalityKath

Hospitals uka referral hospitalCh

6

7. Nyamira Report

8. Tana River Report

I

I

I

Sector

I

3



4. Iten County Referal Hospital
5. Tambach Sub-County Hospital
6. Elgeyo Maralwa 

!9r1tf-1.gonbly Catering Services Revolving Fund7. Elgeyo Marakwet Arcohoric Drinks and conlot runa-rx"cuiir"
8. Elgeyo Marakwet Car and Mortgage Revolving f*a-e*ouiir"
9. Elgeyo Marakwet County Climate-Change Funt
10. Elgeyo Marakwa Education Fund-Executive.

MIN. NO. SEN/CPICSF/38512026 ANY OTIIER BUSINESS

There was no any other business.

MIN. NO. SEN/CPICSF/3 8612026 DATE OF NDM
AIUOURNMETT

The Chairperson adjoumed the meeling at forty-five minutes past five o,crock in theafternoon. The next meeting would be caflea on notlce.

SIGNED: DATE AD4/)
d- r)

(CHAIRPERSON: SEN. GODFREYATIENO OSOTSI, CBS, Mp.)
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