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ACRONYMS/AI}BRE VIATIONS

CBK - Ccntral Bank of Kenya

COB - Controller ol lludgct

COG - Council of Covcrnors

DPP - l)ircctor of Public Prosecution

EACC - Ilthics and Anti-Corruption Commission

CAAP - Gcncrally Acccpted Accounting Principlcs

IITMIS - Integratcd Financial Managcment Information System

KRA - Kcnya l{evenuc Authority

IGRI'C - Intergovcrnmental Rclation Technical Committcc

NI-llF - National Ilealth Insurance Irund

NRW - Non-Rcvcnuc Water

NSSI: - National Social Security []und

OAG - Office olthe Auditor-Ccncral

PAA - Public Audit Act

PI'M - Public I'inancc Managcmcnt

PSASB - Public Scctor Accounting Standards Board

RWWDA - Rcgional Watcr Works Dcvclopmcnt Agency

SO - Standing Ordcrs

IN'l' - 'l'hc National 'l-rcasury

WASREB - Water Scrvices Regulatory Board

WSP - Water Scrvice Providcr
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DEFINITION OF TERMS

Un{ualificd opinion: 'l'his refcrs to a clcan opinion which is thc most desirable in which the

auditor states that the financial condition, position, and operations of an organizati':'n are lairly

prc$entcd in the financial statcments in accordancc with Ccnerally Acccpted ,\ccounting

Principlcs (GAAP).

Quplified opinion: 'l'his is an opinion cxprcssed by thc auditor if thc financia statements

appear to contain a small dcviation from Gencrally Acccptcd Accounting Principlcs (GAAP)

but are olherwisc fairly prcscnted. It is also rcndercd if thc managemcnt of the organization

limits the scopc of audit procedurcs.

Adversc opinion: 'l'his relers to an opinion issucd whcn thcre arc material exceptions to

Gcnerally Acccpted Accounting Principles (GAAP) that alfcct the financial statcments as a

wholc and thc auditor indicates that thc financial statcments arc not prcscntcd lairly.

Disclaimer: 'l'his is an opinion given by thc auditor whcn therc is a significant imitation in

the acccss to audit information and documcntation and inadequate cooperalion by the

organizational managcment in thc audit proccss.

Nop-Revenuc Watcr: Non-Revcnue Water rcfers to thc differcnce bctwecn th'r amount of

watcr put into the distribution systcm and the amount of water billed/unbillcd ai authorizcd

co sumption. It is usually attributed to by physical losscs such as leakagcs, bursts, and

ovcrflows through the existing old and dilapidatcd watcr supply network, and commercial

losses duc to mctcring anomalies and illegal conncctions.

Going Conccrn: 'l'his is an accounting principlc uscd for a company that is financially stable

enough to mcct its obligations and continue its busincss for the loreseeable luture

Accountability - 'l'his relcrs to the assurancc that an individual or a group 'vill bc hcld

rcsponsible for their actions or inactions.
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PITEFACE

Hon. Speakcr,

Parliamcntary Committces are a creation ol thc Constitution through Articlc 124( l) ol the

Constiu.rtion which empowcrs cach llousc ol Parliamcnt to cstablish Committeel. and makc

Standirtg Ordcrs (SO) for thc ordcrly conduct of its proceedings, including thc procer:dings ol its

Committccs.'fhc Scnatc Scssional Committcc on County Public Investmcnts and Spccial lrunds

is cstablished by thc Scnate pursuant to Standing Order No. l94ofthe Scnatc Standin5.Ordcrsand

is mandated to-

a) Pursuant to Articlc 96(3) olthc Constitution, to exercisc ovcrsight over naticnal revcnuc

allocatcd to thc county govcrnmcnts; and

b) cxamine thc reports and accounts of county public invcstmcnts; and

c) cxaminc thc reports, ilany, olthc Auditor-General on thc county public invcslmcnts; and

d) To cxcrcisc ovcrsight ovcr county public investments.
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ESTAI]LISHME,NI' OF TIIE, COMMITTF],8,

Hon. Speaker,

'l'hc Committec was first constituted on lgth October,2022 pursuant to Senate Standinlr Order No.

194 of the Scnate Standing Ordcrs.'l'hc County Public Investmcnts and Special Funds Commiltcc

(CPISFC) was split lrom thc broad County Public Accounts and Investmcnts Committec (CPAIC)

in thc l2th Parliamcnt for thc purposc of clcaring audit backlog and to consider many au,Jit thematic

areas which had not bcen subjectcd to Parliamcntary scrutiny sincc thc inception ol dr:volution in

the ycar 20 I 3.

TlPage

Hon. Speaker,

1.he Cpunty Public Invcstmcnts and Spccial Funds Committee is onc ol thc fin,rncial audit

committees through which the Senate undcr thc provisions of Articlc 96(3) of thc t.lonstitution

conducts ex-post scrutiny on County Public Investmcnts and Special Irunds in Countils.



EXECUTIVE SUMMARY

In thc exccution of its mandatc, thc Committee relicd on the rcports of the Auditor.Gcneral on

auditcd Accounts of the watcr companies for thc Financial year 201912020 (l't July,:1019 to 30th

Junc, 2020) as thc primary documcnt lor thc invcstigations. 'fhe Committee invited thr: Govcrnors

as thc the Chicf Exccutivc Officcrs ol thcir respectivc County Govcrnmcnts pursuant to A(iclc

179(4) as a witncss to rcspond to the audit queries raiscd in the rcports undcr considct:ltion.

'l'he Committcc rcccived both writtcn and oral cvidcnces lrom thc (iovcrnors in rcs;'onse to thc

various audit qucrics raiscd by thc Auditor-Gcncral in the rcports under considcratiolr on various

datcs. The Committcc considcrcd and concluded its inquiry onto the rcports of the Aud tor-Gencral

on the Financial Operations of thc watcr companies for thc [rinancial Year 201912020.

'l'his rcport documents thc obscrvations and recommendations olthe Committee on e:tch

audit query as raiscd by the Auditor-Gcncral.

THE PREFACE DETAILS thc placc of Committccs in thc Constitution, Committee

cstabli6hment and mandatc, Committec membership and formation, the niche olthc Committcc in

the Scnate, the exccutivc summary, key observations and recommendations and

acknowlcdgemcnt.

CHAPTER ONE highlights the audit queries raiscd in the rcport of the Auditor.Gcneral for

Amatsi Water Scrvices Company l-imitcd for thc Financial Year 2}lgl2} and observations and

recomtnendations of thc Committec on cach audit qucry.

CHAPTER TWO highlights thc audit qucries raiscd in the report of the Auditor-Gcneral for

Bomcl Water Company Limitcd for the Financial Y car 2019120 and observations and

rccomine ndations of thc Committce on cach audit query.

CHAPTER THREE highlights thc audit querics raiscd in the rcport of the AuditorrGcneral for

(lusii Water and Sanitation Company Limitcd for thc Financial Year 2019120 and obscrvations

and rcbommendations ol thc Committec on cach audit qucry.

CHAPTER FOUR highlights thc audit qucries raised in the rcport of the Auditor-Gcneral for

Kisurnu Water and Sanitation Company l,imited for thc Financial Year 2019/20 and observations

and ricommendations ol the Committcc on cach audit que ry.

SlPage



CHAI'TER SIX highlights the audit qucrics raiscd in the rcport of thc Auditor-Gcncral for Nycri

Water and Sanitation Company Limitcd lor thc Financial Ycar 2019120 and obscrvations and

rccommendations of thc Committce on cach audit qucry.

9lPage

CHAPfER FIVE highlights thc audit qucries raiscd in the rcport of thc Auditor-ilencral lor

Kwalc Watcr and Scwcragc Company l-imited for thc Financial Ycar 2019120 and c bscrvations

and rccommendations of thc Committcc on cach audit query.



GENERAL OBSERVATIONS

l. Non-Revenue Water (NRW) - thc Committec obscrved that majority of Water

Companics had very high lcvels of Non-Rcvenue Watcr, way above thc recommended

pector bcnchmark of 25%o as prescribed by thc Watcr Scrviccs Regulatory l]oard

(WASRllll). -l-his was mostly attributcd to dilapidatcd inlrastructure (physical losscs) and

inaccuratc metcr rcading and billing, and illegal connections (commcrcial lo:;scs). Somc

companies such as Kwale Water and Sanitation Company l,imitcd and Bomct Water

Company l,imitcd had lcvcls of Non-Rcvenue Water as high as 66"/o and 57Yo 'espectivcly

in the Financial Year 2019120.

2. Bookkceping, Prcparation & Accuracy of thc Financial Statements - the Committcc

observcd that thcrc wcrc inaccuracics and crrors in regards to thc prcparation and

prcscntation of financial statcments in almost all Watcr Companies. l;urther, the

Accountants,and thc Managing Dircctors faccd challcnges in submitting supporting

documcnts to the auditors on timc contrary to Scction 62 of the Public Aud t Act, 2015

making thc accountability and audit proccss dilficult.'l'hc dclays in prcparation olcomplctc

financial statemcnts indicating lack of rcquisite compctcncics and cxpericnccs in the water

companics

3 Compliancc to Rcporting Standards and Accuracy of thc Financial Statr:ments - thc

Committee obscrvcd that nccountants cxpcricnccd challcngcs in adapting to thc

International Public Scctor Accounting Standards (IPSAS) rcporting lr:rmcwork in

prcparation of financial statcmcnts. Thc Committec also obscrvcd that thc F ublic Scctor

Accounting Standards tloard (PSASB) revicws the IPSAS Standards periodically to takc

into account cmerging issucs and conform to bcst accounting practices. Thr: Committec

found that somc Watcr companics cxpericnccd challenges in thc application of thesc

standards whilc prcparing financial statemcnts as evidenced by thc audit qucrics.

Ethnic Inclusivity - thc Committce obscrvcd that many watcr companies wcrc non-

compliant with scction 7 ( l) and (2) of National Cohcsion and Integration Act. 2008 which

providcs, "all public offices shall scek to represcnt thc divcrsity of the pcoplr of Kenya in

employment ol stalf and that no public institution shall havc morc than onc third of its

establishmcnt lrom thc samc cthnic community" and Section 65( l) (c) of County

(iovcrnment Act which provides "'l'hc nced to ensurc that at lcast 30% olthe vacant posts

4
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at cntry lcvel arc fillcd by candidates who arc not lrom thc dominant cthnic co nmunity in

thc County". Some companics such as Gusii Watcr and Sanitation Company L d had up to

96%o of thcir stall originating from thc samc cthnic community.

Matcrial Unccrtainty in Relation to Going Concern -thc Committcc obscrvr:d that quitc

a numbcr of water companies rcportcd negative working capital during thc poriod under

revicw.'l'hcrcforc, thc companics wcrc unablc to mcct thcir sho(-tcrm financial obligations

as thcy lcll duc and rclicd on financial support from the County Executive or dcvclopmcnt

partncrs raising conccrns on thcir sustainability.

Non-rcmittance of statutory deductions - the Committcc obscrvcd that vz rious watcr

companics havc continuously lailcd to rcmit statutory dcductions to various institutions

such as Kenya Rcvcnuc Authority, National I lcalth lnsurancc l"und, Natirtnal Social

Sccurity lrund, and pcnsion schcmcs which is a violation ol thc law cs'recially the

Rctiremcnt Bcncfits Act, 1997, thc Pcnsion Act and the Incomc Tax Act, 197.1 which lcd

to continucd accrual of intcrcst and pcnaltics.

Iludgctary Control and I'erformance - thc Committcc obscrvcd that a numtrcr ol watcr

companics had weakncsscs in exccuting thcir budgcts and did not adhcre to trc approvcd

budget ccilings set for programs, votcs and sub-votes. Watcr Companics cithcr ovcr-

utilizcd or undcr-utilizcd thc appropriatcd funds. In some instanccs, funds wcre rc-allocatcd

to items that wcrc not budgctcd lor and without prior approval by thc Board of Directors.

In addition, watcr companics expcricnccd high revcnuc shortlalls and unrcali:tic budgcts.

Non-transfer of assets and liabilities - the Committec obscrvcd that most watcr

companics had not {ully transfcrrcd all assets and liabilitics from thc dcfunct ;ouncils and

Rcgional Watcr Works Dcvclopmcnt Agencics as is rcquircd by thc Water /'c1,2016. ln

this regard, such watcr companies did not rcflcct thcir corrcct financial positiorr within thcir

books ol account.

Brcach of various provisions of thc law - the Committcc obscrvcd thal thr:re was non-

compliancc with thc provisions of the Public [rinancc Managemcnt Act, 2012, l']ublic Audit

Act, 20 | 5, Public l"inancc Managemcnt (County Government) Rcgulations, 2015, the

Water Act,20l6, thc Companics Act,20l5, the lncomc Tax Act (Cap.47t)), 1974,the

Rctiremcnt Ilcncfits Act, 1997, thc Pensions Acl, 1942, thc County Covernment Act,2012,

thc Accountants Act, 2008 and Water Scrvicc Rcgulatory Board (WASRITB) guidclincs.

11 | P a g e
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I 0. Unclear ownership of assets - thc Committec obscrvcd that most of thc water companics

had disputcs with regard to thc ownership of the asscts.

I I . Cross County Water Companies - l'hc Committcc obscrvcd that therc wcrc water

companics jointly owned by two County (lovcrnmcnts whcrc thcre werc somc conflicts ol

owncrship and managcmcnt. Iror instancc Kisii and Nyamira Countics.

12. Lack of an updated fixcd asset rcgister - thc Committee observed that watc. companies

had not updated thcir asset rcgistcrs exposing asscts olthc watcr company to risk of loss,

waste and misusc. l-hc Committcc lu(her notcd that thc National Trcasury issued a cirular

no.512020 of 25th Fcbruary 2020 on thc prcparation of assct rcgisters lor cntiti,:s in County

Governments.
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GENERAL RECOMMENDATIONS
'l'hc Cornmittcc rccommcnds that-

2

3

'lhe lloard and thc accounting officcrs of thc watcr companics to prrt in placc

comprchcnsivc mcasurcs to mitigatc Non-Rcvcnuc Watcr (physical and commercial

losses) including thc application o[ Gcographical Inlormation System (CIS) f rr recciving

real-time data in thc dctcction ol bursts and leakages, installation of smar metcrs for

accurate billing, rcplaccment of the dilapidatcd inlrastructure and deve lopmcnt of

institutional anti-corruption policics and cnforcemcnt measurcs to prevcnt illegal

conncctions among othcr mcasurcs. In addition, thc managcment should lisclosc thc

proportions of both thc physical and commcrcial losscs in pcrccntagc in thcir -cporting.

'[he Board and the accounting olficcr to cnsurc proper record kceping and pr':vide all thc

supporing documents to the Auditor-Gcneral in accordance with section 9t l)(e) of the

Public Audit Act,20 l5 during the time of audit and adhcrc to thc Accountants Act,2008,

failure to which the committcc shall invokc scction 62 ol the Public Audit Acl, 20 I 5.

'fhe Board olDircctors in consultation with the Public Sector Accounting Stardards lloard

conducts continuous capacity building on financial reporting standards for finirnce officcrs

in thc watcr companies and the managcmcnt, to improvc thc quality of rr:porting and

enhancc compliance. l'he board to cnsurc that thc accountants have rcquisite compctency

and expcricnce in finanacial managcmcnt as is rcquired by the Accountants 1\ct,2008. In

addition, thc accounting officcr to cnsurc compliance with thc financial rcpon ing templatc

of thc National 1'rcasury. 'l'his will strengthen maintenancc of books rl accounts,

prcparation of financialslatcmcnts, and timely submission of the statements and documents

to the Auditor-Gcneral by the watcr Companies.

l'hc Iloard and County Government to make deliberate e florts to progrcssivcly comply

with scction 7 ( l) and (2) of thc National Cohcsion and Intcgration Act, 2008 and Scction

65(l) (c) of thc County Governments Act,2012 on divcrsity, rcalization of thc onc third

rulc on rccruitmcnt in public institutions and cthnic inclusivity. In addition, thc Board and

the County Covcrnmcnts to establish a diversity policy with the aim of compl'zing with the

law. l'his will be reviewed in thc subscqucnt audit.

'l'hc Board, Accounting Officers and thc County Governments to put in placc stratcgic and

innovative measures l-or rccovcry and to boost thc financial health olthe watlr companics

4
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for self-sustainability. Additionally, they should review and regularize their existing asscts

indicating thc servicc providcr agrecmcnts bcforc transition from the dcfunct c runcils and

havc updated asscts rcgisters that rcflcct the currcnt financial position, dct,:rminc and

Asccrtain thcir commcrcial viability as rcquircd by thc I'}ublic Scctor Accountin'; Standards

Board (PSASI)).'t'he Board should indicatc if the financial support is a condi:ional grant

or donation in thcir books ofaccount and it should not bc a dircct transfer from thc County

Ilxccutive. Furthcr, thc County Governors through the County Exccutivc Committce

membcr for watcr should monitor thc financial opcrations of thc watcr compan es pursuant

to scction 184 of thc l)ublic l"inancc Managcmcnt Act,2012.

6. 'l-hc County (iovcrnments, the lloard and thc accounting olficcrs shall ensurc timcly

remittancc of statutory deductions to thc rclcvant institutions to avoid the accru;rlolintcrcst

and pcnaltics that will lurthcr incrcase the companics' liabilities.'l'hc accour,ting officcr

should comply with thc provisions olthc Incomc'fax Act (Cap. 470), l974,lhe Rctircment

l]cncfits Act, 1997, thc Pcnsions A.ct, 1942. The lloard should providc a plan and

commitment for thc rcpaymcnt oIthc outstanding statutory deductions, lailurc lo which the

committcc will recommcnd appropriate cnforccment mcasures to be taken.

7. Thc Board and accounting officers should prcpare rcalistic budgets and revenur: projcctions

to prevcnt issucs oIrcvcnuc shortfalls which havc negativc implications on the companics'

scrvice dclivery. In the proccss ol prcparing the budgct, thc board should .:onsidcr thc

prcvious budgctary allocation and il the currcnt budgct is to incrcasc, it. should bc

reasonablc. In addition, thc board shoulcl scek thc ncccssary approval by forwarding thc

budget cstimatcs to thc County l:xccutivc Committce mcmbcr for water, who shall thcn

forward it to the County 'frcasury as rcquircd by the law. Furthcr, thc wate r companics

should automatc thcir billing systcms.

8. l'hc Council ol Governors should engagc thc Ministry of Watcr, Sanitation arrd Irrigation,

the Watcr Scrvices l{cgulatory l}oard (WASILEI}), thc Rcgional \\ atcr Works

Developmcnt Agcncics and the Intcr-Govcrnmcntal Rclations 'l'cchnical ( ommittce to

settlc thc mattcr on thc translcr olthc assets and liabilities as requircd by thc Water Act,

2016.

9. l'hc Board and accounting olficcrs of thc water companics to strictly adhcrc t,r thc rclcvant

laws such as the I'}ublic l:inance Managcmcnt Act,,2012, the Public Audit,l,ct,20l5, thc
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Public Irinancc Managemcnt (Counly (iovcrnment) Rcgulations, 2015, the Watcr Act,

2016, thc Accountants Act,2008. thc Companics Act,20l5, thc Incomc l'ax Act, 1974.

thc Employment Act, 2007, thc Pcnsion Act, 1942, thc Rctiremcnt Bcnefits Act, 1997 and

thc Watcr Scrvices Rcgulatory lloard (WASREB) guidclines, lailure to which pcnaltics lor

hon-compliancc will bc sanctioned.

10. 'lhc (iovcrnors should cngagc thc Inter-Govcrnmental Relations Tcchnical Committec

(IGR1'C) and thc rclevant Rcgional Watcr Works Developmcnt Agencics to fist-track on

thc translcr ofthc asscts and liabilities so that thcy reflect a truc position of the companics

in their books of account.

I L 'l'he County Governors of thc Countics with cross-cutting watcr companies t,i initiatc an

amicablc proccss ol dealing with thc matter of owncrship of the water comf'anics. As a

long-tcrm goal, thc Governors should formulatc a strategy for the cstablishment ol

indepcndent watcr companics lor the respcctivc Counties.

12. 'fhc lloard ol'Directors and thc managing dircctor should cnsurc thc water con panics havc

updatcd fixcd assct rcgistcrs pursuantto section 136 (l) ofthc Public Irinancc lvlanagement

(County Governmcnt) Rcgulations, 2015 and in thc format prescribed by lhc National

Treasury and submit the same to the Officc of the Auditor-General within 60 days from

the adoption ofthis report.
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CHAPTER ONE

REPORT ON TTIE AUDITED FINANCIAL STATEMENTS FOR AMATSI WATER

SERVICES COMPANY LIMITED FOR THE YEAR ENDED 30rrr,.IUNE,202t)

l. 'Ihc Covernor of Vihiga County Exccutivc, I lon. Wilbcr K. Ottichilo, appeared before the

Committec on 1'ucsday, l't March, 2023 to rcspond (under oath) to audit queries raiscd in

thc Rcport ol thc Auditor-Gcncral on liinancial Statcmcnts for Amatsi Warer Serviccs

Company Limitcd for the Irinancial Year 201912020. Hc was accompanied by:

i. Mr. Ayiego [lzckicl - CS

ii. Ms. Anne Desma - CIICM Watcr and Environment

iii. Dr. Robcrt Kati - Chair - Amatsi

iv. Mr. Joscphinc Nyambasi - BOD Amatsi

v. Mr. ljdward l-uvusi - Ag. Managing Director

2. Amatsi Watcr Scrviccs Company Limitcd is wholly owncd by Vihiga County ( iovcrnmcnt.

3. 'the Auditor-Gcncral rcndcrcd a Qualificd Opinion on thc financial statements of Amatsi

Water Services Company l.imitcd for the period under rcview.

l. Unsupportcd Tradc and Othcr Receivables

scloscd in Notc l2 to thc financial statcments, the statcmcnt oIthe financial position reflccts

and othcr reccivablc amounting to Kshs. 67 ,378,065. I lowevcr, thc balance includcs an

amourit of Kshs.22. 747,700 that was not supportcd with documcnts such as invoiccs and lcdgers.

Conscquently, the accuracy, validity, complctcncss oltradc and othcr rcccivablcs totaling to Kshs.

67,378,065 reflectcd in thc statement of financial position as at 30th June, 2020 ,:ould not bc

con fi rmed.

Managemcnt Response:

In rcgards to Kshs.22,747,700, thc supporting documcnt wcre not provided by thc ,lefunct local

authority.

At tho timc ol audit, thc managcmcnt had not put in placc a systcm to analyze th,: rcceivables

indicating thc Aging analysis and othcr details. Ncvcrthelcss, thc managcmcnt has acquircd thc

billing system soflware (Majisoft) that now shows thc aging analysis of thc reccivat les.

As di

tradc

1.9 lPage



Management has also comc up with a dcbt managemcnt policy that outlines proccdrrres in dcbt

managemcnt giving clcar guidclincs on how to manage the dcbt to acccptable lcvels.

Com mittcc Obscrvation :

'l'hc Committec observcd that

lt.

l.

tv.

Thc statcmcnt olthc financial position olthe company reflccts tradc and othcr reccivablc

amounting to Kshs. 67,378,065.

Thc managcmcnt failed to providc the supporting documcnts such as invoiccs and ledgers

for'l'radc and other rcceivables amounting to Kshs. 22,747,700 to the Office ol thc

Auditor-Gcncral, during thc audit pcriod.

Thc managcmcnt has put into placc measures to cnsure that tradc and othcr reccivablcs arc

propcrly managcd in futurc.'l'hcsc measurcs includc the introduction of a dcbt managcment

policy as wcll as a ncw billing systcm soflwarc (Majisoft), which shows the a5,ing analysis

of thc reccivablcs.

Committee Ilccom mcnd ation:

Thc Committec rccommcnds that

The qucry rcmains unresolved.

The Accounting Officer cnsures that supporting documcnts are availcd to the Auditor

during audit as required under scction 9(1)(c) Public Audit Act' 2015.

The County should makc cvcry attcmpt to rccover thc long outstanding dcbts and

whcrc n<lt possiblc, may rccommend to the board for writc off in linc with thc l'>FM

(County Oovcrnmcnt) Rcgulation, 2015.

Thc Govcrnor should engage Thc Intcrgovcrnmcntal Relations Tcchnica Committee

(IGRTC) to ensurc that thc proccss of transfcr of all assets and liabilities is completcd

in a timcly manncr.

Thc Office of thc Auditor-Gencral should follow up on thc implcmenlation of the

mitigating measures put in placc by thc managcment and rcport on thc samc to thc

committcc, within the subscqucnt audit cyclc.
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2. Inaccuracy Trade and othcr Payables

As discloscd in Note l6 to thc financial statemcnts, thc statemcnt of financial positron rcflccts

tradc and other payablcs amount of Kshs 50,2l0,379.llowcver, the schcdule providr:d rcflected

balance of Kshs 56.349,076 resulting to an unreconcilcd and unexplained variancc arrrounting to

Kshs 6,1 38,697 .

Conscquently, thc accuracy. validity, complctencss of tradc and othcr payablcs totaling to Kshs.50,

210,379 rcflccted in thc statemcnt of financial position as at 30th Junc, 2020 c<,uld not be

con firmed.

Management Responsc:

'l-hc fi gtrrc of Kshs. 50,210,379 was crroncously capturcd in thc financial statemcnts, ttre schedules

indicates 56,349,076 as thc corrcct figurc.

Com mittec Obscrvation :

'l'hc Committec observcd that the 'l'rade and other Payablcs balancc was undcrstat,:d by Kshs.

6,138,697 within thc financial statcmcnt olthc company for thc ycar cndcd 3Oth Junc 2020.

Com qittee Recom mendation :

Thc Committcc rccommcnds that:

i. The qucry rcmains unrcsolvcd.

ii. Thc managemcnt to makc the adjustmcnt to rectify thc variancc of Kshs 6,138,697

within thc Trade and other payablcs balance stated in thc financial statement of

2019t2020.

iii. The Accounting Officer should strengthen intcrnal audit controls and cnsure propcr

rccord keeping.

iv. Thc Accounting Officer should always ensure that the rccords arc rccrrncilcd and

analyscd with necessary supporting documents and submitted to the Auditor-()eneral

in compliance with provisions of Scction 68(2) of the Public Fiance Man:rgement Act

2012.
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v. The Officc of the Auditor-Oeneral should revicw the implementation of this

rccommcndation and provide a report on this matter in the subsequcnt:rudit cyclc

(2021-2022).

vi. Ethics and Anti-Corruption Commission (EACC) expeditcs investigations on the

matter, and provide a status report to the Committec within 60 days aftcr adoption

of this report.

Key Audit Mattcrs

Key audit matters arc those matters that, in my profcssional judgcmcnt, are of most rrignificancc

in thc audit of thc financial statcments. I havc dctermincd that therc are no kcy audit matters to

rcport in thc ycar undcr rcv icw.

Other Matter

I lludgctary Control and I'erformancc

nderperformancc of Kshs. 4,361 ,435.00 was becausc ol underfunding of thc budget during

ear undcr review.

'l'he statement of comparison of budgct and actual amounts rcflccts final rcccipts budg,:t and actual

comparable basis totaling to Kshs.57,600,000 and Kshs 43,373,831 rcspcctively, re.ulting to an

undcrlunding amounting to Kshs 14,226,169 or 25Yo ol thc budgct. Similarly, tlc statemcnt

rcflects final cxpcnditurc budget and actual on comparablc basis totaling to Kshs. 84,1139,000 and

Kshs 80,477,565 rcspcctivcly, rcsulting to an underpcrlormance amounting to Kshs. .1,361,435 or

5Yo of thc budgct.

'l'he undcrfunding aflectcd the planncd activitics and may havc impaircd ncgativcly on thc

compiuly's profi tabil ity.

Management Responsc:

On underfunding of Kshs 14,226,169 was because of low watcr sales that was br:causc of an

outdated watcr billing system in thc ycar undcr review, Covid l9 cffects and Non-Rcvcnuc Water

(NRW) that was at33.4yo which was abovc the rccommcnded thrcshold of 25Y,.

Onu

the y
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Thc fol lowing are stratcgics put in place by managcmcnt to improvc rcvcnuc collcction:

Dcvclopment and implementation of dcbt rccovery policy

Procurement ofa new billing systcm (rccei) that has improved efficiency

Formation of debt rccovcry tcams to implement Rapid Rcsults Initiativc (RRI)

Rencwpl of watcr tari[fto addrcss thc cffects olhigh costs ofproduction

Committee Observation :

'[hc Committcc obscrved that the company failcd to absorb 50% of its budget at thr: end ol the

financial year which may havc negativcly impactcd servicc dclivcry to the public.

Committec Recommendation:

The Committcc rccommcnds that:

.

The query be marked as unresolved.

The managcment submits thc budgct of thc Company to thc Counf' Exccutive

Committcc Mcmbcr responsible for water for approval and submission to the County

Treasury for subscqucnt approval of the budgct estimates including thc compensation

of employecs in line with Scction 149 (2) (i) of thc Public Finance Mana;gemcnt Act,

2012 and Regulation 205 of the Public Financc Managemcnt (County G<,vernments)

Regulations, 2015.

Thc Company institutc propcr and realistic budget planning and the ()ffice of the

Aud itor-()encral to confirm thc effectivcness of thc mitigating measures put in placc

by thc Company and report in thc subscqucnt audit cyclc.

2. Unresolved Prior Year Matters

In thc audit rcport of thc prcvious ycar, scveral issues werc raiscd. Ilowcver, the Marragemcnt has

not resolved the issues or givcn any cxplanation for failure to adherc to thc provisions ofthc Public

Secto( Accounting Standards lloard templatcs and thc National 1'rcasury and planlring Circular

refcrencc No AG.4/16/3 Vol.l (9) datcd 24 June 2020.
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Managgment Rcsponse:

Scveral issucs raised by thc Office of the Auditor-General in the prior year were rcsolved except

One (l) issuc.

Committee Observation :

'l'he committee obscrved that thc management of the water company did not takc action in

rcsolving the qucries raised in the report of thc Auditor-Gcneral forthe financial year l0l8/2019.

Commlttee Recommendation:

Thc Committcc recom mcnds that:

lfhe Accounting Officer designated for County government entities shall -esolvc any

issucs resulting from an audit that remain outstanding as rcquired hy Section

149(2)(l) and section 184 of the Public Finance Managcment Act,2012.

The query bc marked as unrcsolved.

Ilasis f<l r Conclusi<ln

Rcv

lt.

Non- enue Watcr

Rcvicry of revenue rccords indicated thatthc Company produced l,687,925cubic metcrs (M3) at

a cost pf Kshs 22 pcr M3 rcsulting to Kshs.37, I 34,350 of water out of which only I . I 23,930M3

equivalent to Kshs 24,726,460 was billcd to customcrs. The balance of 563,9951v13 or 33.4%o

equivallent to Kshs 12,407,890 ol the total volume represcnting unaccounted for water over and

above thc allowablc loss of 25%o in accordance with the Water Services Regulatory Board

guidclines. 'l'he Managcmcnt failed to put internal controls to ensurc loss of water is within thc

allowable levels.

Consequcntly, the Managcmcnt was in brcach olthc law

Urn"[
l

ement Rcsponsc:

24 lP age

l.



During thc year IrY20l8/2019 thc Non-Rcvenue Water (NRW) was33.7o/o and thc cc,mpany put

intcrvcntion measurcs that rcduced NRW to 33.4% in thc trY20l912020 as tabulated below.

Sourcc of information

O.A.G audit report 20 I 8120 | 9

O.A.G audit rcport 201912020

WA S REB report 2020 /202 I

'l'hc tligh NRW was a result of thc old and dilapidated inlrastructurc that thc company ,vas running

which was not elficicnt to rcalizc NRW bclow 25oh tN atcr Scrviccs Rcgulatory Board benchmark.

Mcasures undertakcn to rcduce NRW

. Improvcd inl'rastructurcs through the County Govcrnmcnt and other Dcvelopmcnt partners

I.c. WSTI:, LVNWWDn

. Duc to challcngcs in water production and distribution, thc Company through thc County

Covernmcnt of Vihiga and [-akc Victoria North Watcr Works Dcvclopmcnt Agcncy

(LVNWWDA) bcncfited lrom Vihiga Cluster Water Projcct whcreby thcrc is irnprovcment

on thc watcr inlrastructurc and through this project, Non-Rcvenuc Watcr (NRW)

equipment was handcd over to thc company to enhance thc capacity ol-thc NRW team in

strategic rcduction ol non-rcvcnuc water below thc acccptablc lcvel of Watcr Serviccs

Rcgulatory Iloard (WASRIJB) bcnchmark of bclow 25%.

. Thc company has acquircd a ncw billing systcm (Majisoft) which is morc efficrcnt and ablc

to gencratc rcal timc data.

o Formation ol activc Non-revcnuc watcr managcment tcam and appoir.tmcnt of a

substantivc Non-Rcvcnuc Watcr Olficcr whosc main function is to lower an,l sustain thc

Non-rcvenuc watcr at low lcvcls as rccommcndcd by Watcr Scrvices Regu,atory Board

(WASRIIB) bcnchmark of below 25%.

. Thc Company dcve loped a Non-Rcvenuc Watcr Reduction Strategy to guide the company

on stratcgic rcduction ol Non-Rcvcnue Water.

Comm ittee Obscrvation :

Pcrio Perccntagc

2018 0t9 33.7'y,

20191 020 33.4y:,

2020t2021 30v,

'l'hc comm ittcc observcd that
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J'he Non-Rcvcnue Water of Amatsi Watcr Serviccs Company Limitcd during thc financial

year201912020 stood al 33.4Yo against thc allowablc loss ol25o% as prcscribc,l by Watcr

Services Regulatory lloard (WASRIiB) Guidelincs.'l'his has becn attributcd to ry physical

losses such as leakagcs, bursts, and ovcrflows through thc cxisting old and rlilapidatcd

watcr supply nctwork, and commcrcial losscs duc to mctering anomalies and illegal

conncctions.

'l'he managcmcnt olthc watcr company listcd measures to address the Non-Revcnuc Watcr

losses. 'l'hese measurcs include thc introduction of a ncw billing system (M.Uisoft), the

establishmcnt olan NRW'[cam which is taskcd with thc implementation and monitoring

of the company's NRW Reduction Strategy, and collaboration with thc County

Govcrnment, as wcll as other dcvelopment partners, to improve thc wlter systcm

infrastructurc.

'l-his high lcvcl of Non-Rcvcnuc Water has largely contributcd to the Company's revcnuc

shortfall.

Committce ILecommcndation :

The committec rccommcnds that:

i. The company should put into place comprehensive mcasures to mitiga'e the Non-

Revenuc Watcr. Thcse measurcs includc thc installation of smart mcters to cnsurc

accuratc billing, the rcplaccmcnt of the old watcr supply nctwork as well as thc

introduction of a Oeographic Information Systcm (GlS) which will help the company

reccivc real-time data on lcaks in pipcs and monitor maintenancc arnong othcr

specific mcasu res.

ii. The Oovcrnor should collaborate with IIACC to ensurc that pre-cmptive mcasurcs

are put into placc to reducc thc cascs of theft and illcgal conncctions.

iii. The Auditor-Gcncral should rcvicw thc implcmcntation of the mcasures put in placc

by the managcmcnt to mitigate thc matter and provide a report on this nrattcr in the

subsequcnt audit cycle.

iv. Thc qucry be marked as unrcsolvcd.
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CIIAP'TEII TWO

REPORT ON THE AUDITED FINANCIAL STATEMENTS FOR BOMEI WATE,R

COMPANY LIMITED RT]PORT FOR THE YEAR ENDF],D,301'II,.'UNE,2O2O

'l'hc Governor of l]omct County llxccutivc Ilon. (l'roL) Ilillary I]archok appcarcd bclorc thc

Committee on 'l'ucsday 2l'1 March, 2023 to respond (under oath) to audit qucries rrriscd in thc

Repo( of thc Auditor-(lencral on I'inancial Statement for Bomet Water Company Linritcd lor the

I;inancial Y car 2019/2020. 'l'hc Covernor was accompanicd by-

I

2

)

Mr. Andrew Kimtai Sigci

Dr. Ilenard Tanui

Mr. Irredrick Ruto

- CtiCM Financc

- CECM Watcr and Dnvironmcnt

- Ag. MD BOMWASCO

'[hc Bomet Watcr Company Limitcd is wholly owned by the Bomet County Governn ent.

'fhc Auditor-Gcncral rcndcred a qualificd opinion on thc financial statcmcnts of B:rmct Watcr

Company t,imitcd lor the pcriod undcr rcview.

1.0 Long Outstanding Tradc and Other Rcccivablcs

'l'hc statement of financial position rcflccts trade and othcr rcceivables balance ol'Kshs.219,

486,7251,(2019 Kshs.l69, 084,677) and as disclosed under Notc l5 to the financia statements.

Included in thc balance arc long outstanding reccivablcs of Kshs.183, 360,072 or 8.io% owed by

custorners whosc dcbts have rcmained uncollected for a pcriod of ovcr 90 days as at 3..) Junc 2020.

'l'his dcbt continues to grow lrom year to year thcreby allecting thc company's wo-king capital

and raising doubts to its collcctability.

Irurthcr, provision lor bad and doubtful dcbts has not been reflcctcd in thc r;tatcment of

comprchcnsivc incomc and thc managcmcnt has not put in any mcasurcs to ensurc thar all thc debts

it is owed arc collccted, recovcrcd or accountcd for implying incfficicnt dcbt collectirn systcms.

Management Rcsponse:
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Furthermore, includcd in the balancc of Kshs 219,486,725 was an amount owed to us by Kericho

County of Kshs 38,018,006 as pcr financial statcment notc I 5 pagc 25.

'l'o addrcss future delaycd paymcnt by Kcricho County, thc Company has signcd an MOU with

Kcricho County that will cnsurc prompt paymcnt of monthly watcr bills.

'l'hc cornpany has issued dcmand notices to customers and has also procurcd and inr.talled 1000

smart water mcters which has cnsurcd prompt paymcnts through real time paymcnt c I bills. 'l'his

mcasurc has bcen lactorcd in thc company's strategic plan 2021-2025 to procurc 1000 mcters

annually which will ensurc rccovery of arrears and current bills. Copies ol MOUs Signed and

Dcmand noticcs submittcd to thc Committcc.

Com mittce Obscrvation :

i) 'l'he Committce observcd that the accuracy and lull rccovcrability of thc rcpo(ed tradc and

other rcccivables balanccs of Kshs. 219,486,725 as at 30 Junc could not bc confirmcd.

ii) 'the cfliciency olthc Company's dcbt managcmcnt Stratcgies could not bc confirmcd.

Committcc llccom mcndation

'l'hc commitlcc rccommcnds that-

(i) Thc Accounting Officer should always cnsurc that the rccords arc rcconciled and

analysed with ncccssary supporting documcnts and submitted to tlte Auditor-

Gcncral in compliancc with provisions of Section 6tl(2) of the I'>FM Ar:t 2012,

The Aud itor-()cncral should revicw thc implcmentation of the meatiurcs put in

place by the managcment to mitigate the mattcr and providc a rel)ort on this

qucry in the subscquent audit cyclc.

ii)(

1.0 'l'radc and Othcr llcccivablcs
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Kshs 169,084,677 due to Ministcrial directive on non-disconnection of watcr supply to custome rs

due to Jutbreak of Covid- 19.



The statement of financial position rcflccts Kshs 92,005,784 for trade and other payablcs.

I lowcvir, the balance includcd long outstanding payables amounting to Kshs 38,388,425 owed to

other water agencies/bodies as detailed bclow;

i) Lakc Victoria South Water works Devclopmcnt Agency -Kshs 8'241,949

ii) Water Rcsources Management n uthority-Kshs 4,686,67I

iii) Water Scrviccs Regulatory Board- Kshs 7,201,442

iv) Othcr payables-Kshs 18,258,363

Mana emcnt Rcsponsc(,

'l-he long outstanding tradc and other payablcs of Kshs 38,388,425 was causcd b" cash flow

challcnges occasioned by Governmcnt directive on non-water disconncction duc to,:utbreak ol

Covid-19. 'l'he Company has instituted robust strategics on revenuc collcctions which includes;

Rehabilitation ol ltarc 'lrcatmcnt works which will cnsurc reduction in cost of cle ctricity and

chemicals hencc saving substantial amount which will be used to offsct outstanding payablcs.

In addition to this, the ongoing Bomet-Mulot gravity watcr Iine will rcduce on production costs as

well as incrcasing revcnue.

'l'he managcment has so far rcduccd on this payable and is committcd to scttle thc outstanding

debts oncc the company is back to its stablc financial position. Currcntly thc Comprrny has paid

LVSWWDA a total of Kshs 756,000, WARMA 915,491, WASREII Kshs 200,0(t0 and clcar

Outstanding Elcctricity bills. Bulk watcr salc agrccment, Bomct -Mulot progrcss reports and

paymcht vouchcrs submittcd to thc Committec.

Com ittee Obscrvation:

i) Thc Committcc obscrved that failure to settlc legal obligations may attract Jrenalties and

intcrest and cause reputation damage to the company.

Managemcnt did not provide supporting document for thc balance at the tir-'te of thc

audit. Flowever, thc documcnts were latcr provided to thc auditors for verificltion.

ll

m
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The cor]n

(i)

Committcc Rccommcndation :

( ii)

mittcc recommcnds that-

Thc Accounting Officcr ensures that supporting documents are availed to thc

Auditor during audit as requircd under section 9(1)(e) I'ublic Audit A;:t,2015.

Thc matter bc markcd as resolvcd.

3.0 Unsupportcd Loan Inherited from Community
'l'hc stalemcnt of financial position as at 30 Junc, 2020 rcflccts non-current tiabilitics of Ksh.443,

373 in respect of Kamurcito Watcr Projcct Loan. 'l'hc balance rcprcsents a comrnunity loan

obtainqd from a Bank as pcr thc lcttcr olollcr datcd l9 Deccmbcr 2014 and takcn ovcr by thc

Company. Howcvcr, thc loan was supported by deed oltranslcr and no documcnts w.:rc providcd

to clari[y the circumstances undcr which the watcr company took ovcr thc community rrojcct loan.

Furthcr, thc loan has takcn too long to bc scttlcd and is in arrcars sincc thc comprny stoppcd

rcmitting rcpaymcnts in July 201 7.'l'hc managcmcnt also did not providc any reason or explanation

lor lailure to scttle the loan and conscqucntly, it continues to attract intcrcst at l8.5Yo per annum.

In thc circumstanccs, thc validity and accuracy of thc Kamurcito watcr projcct loarr balancc ol

Kshs 443,373 as at 30 Junc,2020 could not bc confirmed.

Kamureito watcr project was a community-based water projcct. -lhc County Governm,:nt of Bomct

took over the projcct through Dcpartmcnt of Watcr and irrigation on 3rd Scptembe r 2013 through

public participation as pcr the minutcs dated 5th Junc 2013 and 26th Junc 2013. l'h€ projcct was

thcn handcd ovcr to Bomct watcr Company for managcmcnt hcncc all asscts and liabilitics relating

to the projcct wcre passcd ovcr to the company including among othcrs thc outstar ding pro.iect

loan. 'l-hc loan liability at thc timc of takcovcr was Kshs 3,726,301 which the comp:rny has becn

servicing.'l'he total outstanding loan balancc as at 30th June 2019 was Kshs 443,37:. as reflccted

in the financial stalcment note 19.

Thc adcrucd intcrest of approximatcly Kshs 750,000 on loan has bccn provided I'or in thc current

financial ycar 2022-2023 budgct. Thc rcsolution through public participation minutos, approved

budget has been availed lor verification and copics submittcd to thc Committec.

anagement ResponscM
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Com mittee Obscrvation :

Committce Recommendation :

The Committce rccommcnds th at:

i) The Ethics and Anticorruption Commission (EACC) to invcstigate thc ( lompany's

operations and file a rcport beforc the Committce.

ii) The Accounting Oflicer cnsures that all rcquircd policics are developcd and

operationalizcd I managemcnt to observe and adhere to Section 149 and liection 184

of thc I'ublic F'inance Act.

iii) Thc Aud itor-()cncral should rcvicw thc implemcntation of thc mcasurcs 1ut in placc

by the managcmcnt to mitigatc thc matter and providc a report on this query in the

subsequent audit cyclc.

RFJ,I'ORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUI]LIC RESOURCES

Unremitted Salary Dcductions

Notc l7 to thc financial statcmcnts discloscs stall salarics dcductions and Junc, 2021) salaries of

Kshs./1., 702,761. Of this amount, Kshs.l8, 416,098.50 rclatcs to dcductions not renritted to Lap

trust liom March 201 8. 1'hc Company is thcrcforc exposcd to the risk ol incurring pcnaltics and

litigation with thc continucd dclay in remitting thc deductions when thcy lall duc. 1'his is contrary

to Scction l9 (4) ol Iimploymcnt Act 2007 which rcquircs an cmploycr who dcducl:; an amount

lrom an cmploycc's rcmuncration to pay thc amount so dcducted in accordancc rr i1h thc timc

pcriod and othcr rcquircmcnts spccificd in thc law.

'l'o thc extcnt, thc Company is in brcach ol thc law.

Management Response:

During the ycar under revicw thc company had un remitted statutory dcduction of Kshs 17,310,957

as 3Oth June 201 9. This was occasioned by the cash flow challenges laced by the Conrpany which
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'l'hc company has put in placc robust mcasures to cnhancc rcvcnuc collcctions that inc lLrdcs;

Entcring into an MOU with Kericho County to strcamline water supply and paymerrts for bulk

watcr siles.

Furthcr. thc County (lovcrnmcnt ol'Bomct on bchalf of Water Company has entcred ar MOL.I with

Statc Ministry of Water to address issuc of Non-Rcvenuc Water as part of revcnuc c,thanccment

mcasurcs. l'his will boost rcvcnue collcctions to service the outstanding payables.

'[hc managcmcnt has further cmbarkcd on implemcntation of gravity lcd water s.,stcms (c.g.

Bomet.Mulot water line) which will cut down thc cost of productions and the savings will bc uscd

to scrvice outstanding payablcs.

MOU \ivith water stakeholders havc becn availed for audit verification and copies subrnittcd to the

Commlttee.

Com mittcc Obscrvation :

-fhc committce observcd that thc company had a balance of Kshs. Kshs.18,416,098.51) that rclates

to dcductions not remittcd to l-ap lrust lrom March 201 8.

Committec Rccommendation:

Thc c

i)

ommittcc rccommcnds that-

Within thrcc months from adoption of this rcport, thc managcmcnt t r providc a

dctailcd status rcport on the settlcment of the outstanding statutory dcdu,.:tions to thc

Scnatc and a copy to the Officc of thc Auditor-Ocncral for subscquent rcporting.

ii) The managcment to comply with Scction l9 (4) of Employmcnt Act 2007

iii) The Auditor-Gcncral should rcvicw the implcmcntation of the measures put in placc

by thc managcmcnt to mitigatc the mattcr and providc a rcport on this,1ucry in thc

subscquent audit cyclc.
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Exccssive Wagc Bill
'[he Company incurrcd an cxpcnditurc of Kshs.86, 455,624 on staff costs rcprcscnting fifty ninc

perccnt (59%) of thc Company's total operational costs o1Kshs.146,086,920. This is contrary to

paragraph 3.15 of the Modcl I Iuman Rcsourcc Policy and Procedurcs Manual for W;rtcr Servicc

Providers by WASREI) which prcscribes that in dctcrmining the staff establishmcnr, the Water

Service Providcr shall bc guided by WASRIIB scctor bcnchmarks on pcrsonnel cxperrditurcs as a

pcrccntagc of total opcration costs. 'l'hc management has explaincd that thc high wlge bill has

been cduscd by rccruitmcnt ol morc staffduring thc ycar undcr review hencc no ellorrs appear to

havc been madc to check thc wage bill.

M

al for Water Scrvicc Providcrs by WASREB of stalf lcvels is 7-Il staff lor evcry 1000

conncctions

Our currcnt customcrs' conncctions arc 21,000 which is within thc guideline.

In addition, thc company took ovcr Six (6) additional community watcr projccts with hcr stafL

Irurthci, the pcrsonncl cxpcnditurc as per percentage of O&M costs is at 38 %

(83,655,61 l/222,455,61l) which is within scctor benchmark ol 40o/o for medium conrpanies. Thc

managcmcnt has availcd a copy ol Wn SRIlll impact report issuc no l3 lor audit ver fication and

a copy submittcd to thc Committec.

Comnlittcc Observation :

'l'he committee obscrved that the company incurrcd expenditurc of Kshs.86, 455,624 on staff costs

represlnting fifty nine percent (59%) of the Company's total operational costs cf Kshs.l46,

086,920.

Com mittee Rccom mendation

anagemcnt Response:

WASREII guidclinc as pcr paragraph 3.15 o[thc Model lluman Resourcc Policy anc Proccdurcs

Manu

l

e ccimmittee recommends that-'l h
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Thc Committee rccommcnds that thc Company to adhcre with thc provisions of regulation

25(t) of thc I'ublic Financc managcmcnt (County Oovcrnment) Regulations, 201:i, establish

a lcan staff; and thc Auditor-Gencral to rcview, and rcport during thc ncxt audit cyclc.

2. Non - Revcnuc Watcr

Available rccords indicatc that the Company produccd 5,1 I9,5l9 cubic metcrs (Ml) rl water, of

which only 2,180,915 M3 wcrc billed to customers leaving out the balancc ol 2,!138,604 M3

unbilled reprcsenting 57Yo <tf thc production as Non-Rcvenue Water (NRW). 'l'hc NR',V exccedcd

thc sct threshold ol 25oh as approvcd by the Watcr Scrviccs Rcgulatory (Wn SREII) guidelines.

Management Rcsponsc:

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

over Six (6) community water projects with unmetered connections. The company endeavored to

complete treatment works for these projects.

To address the above challenges, the Company initiated replacement of old and dilap'idated PVC

pipelines with HDPE network in Bomet town Silent line-3km, Sergutiet Line-5knr and Boito

raising main-4km in the FY 2020. These are capital intensive measures and the County

Government through the M inistry ol Water is in the process of replacing other network s taken over

by the company by procuring more water meters which has been factored in the curr,:nt financial

year budget 2022-2023 and so far, we have procured 1000 smart water meters at a Lotal cost of

Kshs 191934,650. Annex 6- Pictorial evidence of ongoing replacements.

Committec Obscrvation :

-[.hc committce observcd that thc Non-Rcvenue Watcr of thc company during the financial year

201912020 stood at 57%o against thc allowable loss of 25o/o as prcscribed by Water Scrvices

Regulatory lloard (WASRIiB) Cuidclincs.

Com mittee Recom mcndation :

Thc company should put into place comprchcnsivc mcasures to mitig;rtc thc Non-

Rcvcnuc Watcr such as installation of smart mcters to cnsurc accurat,.. billing, the

(i)
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(i)

replaccmcnt of the old water supply nctwork as wcll as thc introdrrction of a

Gcographic Information Systcm (GIS) which will help thc company rr:ceive real-

time data on lcaks in pipes and monitor maintenance,

Thc Governor should collaborate with II,ACC to ensurc that preemptivc mcasurcs

are put into placc to rcducc thc cascs ofthcft and illcgal conncctions; z nd

The Auditor-Gcneral should rcvicw thc implcmentation of thc mcas rres put in

place by thc managemcnt to mitigate thc mattcr and providc a repr)rt on this

query in thc subscqucnt audit cyclc.

The Auditor-General should revicw the mitigating of the measures put in place by

the managemcnt to mitigate thc mattcr and provide a report on this q ucry in thc

subsequcnt audit cycle.

(ii)

(iii)

lJnmctcrcd Conncctions

Ililling records for thc ycar cnded 30 Junc 2020 revealed that an averagc of sevcn hundrcd and

fifty-six (756) Customcrs had water conncctions without mcters and werc billed on avcragc

consumptions. Although Kshs.6, 759255 was realizcd as rcvenuc from thcse customers translating

to 5% Of the total sales, billing ol customcrs without mcters could rcsult to possiblc Lrss ol watcr

hcncc high pcrccntage of Non-Rcvenuc Water.

Manat'emcnt Responsc:

'l'he unmetcred connections wcrc consumers lrom Community water projccts that were taken over

by the Company.

The Company has provided for procurement of water consumer meters in the current budget 2022-

2023 to meter these community projects and so far, we have procured and installed 1000 meters

in the current year.

Com mittec Observation :

'l'hc Committcc obscrvcd that

i) The list of mctcrcd customers has becn providcd
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iii) Managemcnt did not providc supporting documcnt lor thc balance at the timc ol thc

audit. I lowcver, the documcnts wcre latcr providcd to the auditors for vcrifica.ion.

Committec Rccommendation :

l'hc committce rccommcnds that-

(i) Thc company should put into placc comprchcnsivc mcasurcs smar mctcrs to

cnsurc accurate billing, thc rcplaccmcnt of the old watcr supply nctlrork as wcll

as thc introduction of a Gcographic Information Systcm (GIS) which riill hclp thc

company rcccivc rcal-timc data on lcaks in pipes and monitor maintclrancc.

Thc Committec markcd thc Qucry as resolvcd as vcrified by thc audil,rr.( ii)

Stalle{ Chebuntyo-Siongiroi Watcr Project

'l'hc statement of financial position rcflects non-current assets balance of Kshs. 47,592,,817.

Included in this balancc is Kshs.17,573,015 for Chebuntyo - Siongiroi Water Projcct financcd by

grant from Water Sector'l'rust lrund (WS'|F) during thc financial ycar 201512'.116 for the

construction ol a watcr supply cxtcnsion to connect thc Chepalungu area lrom Moi Girls -

Siongiroi watcr distribution point. Paymcnt documents indicate that thc total grant amount of

Kshs.17,573,015 had bcen paid. Ilowcvcr, thc project failed to take olfduring thr' test run on

completion duc to low water volumes/levels at the in-takc.

'l'hc leasibility study documents on the project havc not bccn availed for audit to establish whethcr

the p

2020

rdject was confirmcd viablc and a site inspection visit carried out in thc mont'r of January

notcd that thc sitc has since bccn abandoned.

Manalement Response:

'l'hc hydrological report for thc proposed watcr source shows that thcre would be sufllcicnt watcr

to supply thc project arca. l-lowcvcr, after the complction of thc project the implcmerrtation of thc

was hampcred by low watcr volumes from the sourcc. Wc have made an initiative to

itate Sigor Wate r trcatment plant to supply watcr to Siongiroi- Chcbunyo with the structurcs

by Water Sector 'l'rust Fund. l'his projcct is currcntly al 95Yo completc. In addition, we

proJecl

rehabil

funded
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have developed a direct linc from the existing old Sigor Water which will actualize the provision

of Water to Chebunyo as planned.

The hydrogcological report has bccn availed lor audit vcrification and copies submitted to the

Committee.

ttee Obscn'ation:

'l'he Committee observcd that

i) Thc leasibility study docurncnts on thc projcct havc not bccn availed lor audit

ii) 'l'hc sitc has bccn abandoncd and that thcrc is a possiblc loss of'public funds.

iii) A ccrtificatc olcomplction has not bccn providcd.

Com mittcc Rccommendation :

'l'hc committce rccommcnds that-

i) Thc committec rccommcnds that the managemcnt must at all times provi,le accuratc

records and other supporting documcnts to thc officc of the Audit or-(]encral

pursuant to Scction 9 (l) (c) of the Public Audit Act, 2015.

ii) Thc committec recommcnds that Ethics and Anticorruption Commission (EACC) to

invcstigatc thc Company's operations and file a report before thc Committce within

two months upon thc adoption of thc report.

iii) The Accounting Officcr cnsurcs that all rcquired policies arc dev,::loped and

opcrationalizcd; managemcnt to obscrve and adherc to Scction 149, Scr:tion 184 of

thc Public Financc Act,2012 and Section 62 of thc Public Audit Act,20Iii.

iv) Thc Auditor-Gcncral should review thc implcmcntation of the measurcs put in place

by the management to mitigate the matter and providc a report on this r;uery in the

subsequent audit cycle.
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CHAPTER THREE,

REPORT ON AUDITED FINANCIAL STATEMENTS FOR GUSII WATER ANI)

SANITATION COMPANY LTD FOR THE YE,AR ENDED 3OT[I, JUNE,2O2O.

'l'hc Governor for Kisii County, I lon. I)aul Simba Arati, appcarcd beforc the Committec on 29th

March, 2023 to rcspond (undcr oath) to audit querics raiscd in thc Repo( olthc Auditor-Gcneral

on l:inancial Statcment lor Gusii Watcr and Sanitation Company l-td for the I"in,rncial Year

201812019. Hc was accompanicd by:

L Mr. Kenncdy O. Abircha - CIICM Financc

2. Ms. [,ucy Wachina - MI) Gwasco

3. Dr. Otucho Junior Oburc - Chielolstaff

4. Mr. David Oburc - Chair olthc Board

5. Col. (Rtd) Moturi - Gwasco lloard Mcmbcr

6. CPA 'l'haddcus Mogesi - Accountant

'l'hc Company is wholly owned by thc County govcrnments of Kisii and thc Nyamira by 68%o and

32olo sharcs rcspcctivcly under thc watcr Act. 201 6.

'l'hc Auditor-Gencral rcndcred adversc audit opinion on thc financial statemcnts of iiusii Watcr

and Sanitation Company I-imitcd lor the Financial Year 201912020.

l. VariAnces in opcning balances

1'he lollowing comparativc Iigurcs in thc statcment olchangcs in cquity dilfercd with the financial

ycar 201812019 auditcd financial statemcnts figures as lollows:

Com poncnt Closing Audited Balances

in financial statemcnt for

2018/2019 (Kshs)

Opcning Balances in

Financial 201912020

Financial statement

(Kshs)

Va riancc(

Kshs)

Retained

Earn ings/Ac

cumulatcd

deficit

I t,772,500 r 6,01 6,700 4.224.200
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Ilescrvc 62,809,200 67,053,200 4,22 4,200

No rcconciliations or explanations wcrc providcd for the varianccs. Conscqucntly, thc accuracy

and completencss of the rctaincd earnings and rcscrvcs could not be confirmcd

Managcment Response

'l'hc Accounting Officer submittcd that thc managemcnt concur with thc auditor's obse rvation that

thc Opening balancc for Irinancial ycar 201912020 in rcspcct to Iletaincd earnings/ Accumulatcd

dcficitofnegative Kshs. 11,772,500 oughttohavcbccnncgativcKshs. 16,0 l6,T00whilcOpcning

balanceforFinancial ycar20lgl2020inrcspectof rcscrvcsof Kshs. 62,809,200 or.ghttohave

bccn Kshs. 67,053,200. 
-l'hc managemcnt thercfore rcgrcts the miss-posting crror in 2'.118/2019 in

thc process of kcying figurcs in the statemcnt ofchanges in cquity.

Committee observation

'lhc Committcc obscrvcd that rctaincd earnings and rcservc accounts had varianccs ir rclation to

thc Closing Auditcd Balanccs in financial statcmcnt lor 201812019 and Opcning llalanccs lor

Financial Y ear 201912020.llowcver the documcnts wcre latcr submittcd to the auditors lor review

and the variances wcrc rcconcilcd accordingly.

Comniittcc rccom mendation

Thc Committee rccommcnds th at:

(i) The Accounting Officer to takc rcmcdial mcasures to ensure tha: the water

Company keeps financial and other records that are accuratc, rcliab e, complctc

and ensurc adhercncc to accounting standards prescribed by the PSASB as

provided by Scction 8l(3) of the Public Financc Managemcnt Act 2012.

Thc mattcr bc markcd as rcsolvcd.

2 Variance in Transport and Lunch Expenses

ii)(

Notc

inclu

I to thc financial statcmcnts re flccts administrativc costs of Kshs. 60, I 01,300 which

s Kshs. 1,002,600 in rcspcct of transport and lunch which dillcrs with thc ledgcr balance
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of Kshs. I ,073,000 rcsulting to unreconciled variancc of Kshs 70,400. Consequcntly, tt e accuracy,

validity and complctcncss of Kshs. 1,002,600 for the year endcd 30th Junc 2020 c,iuld not bc

confirnled.

Managcment Rcsponse

'l'hc Adcounting Officcr submittcd that thc managcment takes note ol auditor's observation on

unreconciled variance ol Kshs Kshs.70, 400 betwccn thc financial statemcnts figure of Kshs

1,002,600 and the lcdgcr figurc of Kshs 1,073,000 on transport and lunch costs. FIc ltrrthcr stated

that thc variancc was causcd by an cxpcnditure transaction of Kshs 70,400 ol voucher no. 7865

paid thlough Chequc no.004926 which was erroncously captured twice in thc lcdgcr.'l'ris has bccn

analyzed below;

Amount (Kshs)

1.073.000

(70,400)

I,002,600

'l'hc 
I cdger supporting thc abovc figures has bcen providcd

Committce observation

'l'he Committee obscrvcd and noted unreconciled variancc of Kshs Kshs.70. 400 bctwcen thc

financlal statcments figurc olKshs 1,002,600 and thc lcdgcr figure of Kshs 1,073,000on transport

and luqrch costs at thc timc of thc audit. Ilowever, the documcnts were later provided tc' thc auditors

lor verification, and the matter is resolved.

Comruittee rccom mendation

The Committee rccommcnds that-

T*
'lotal Amount as pcr the transport and lunch Lcdgcr

entry (llrroneously capturedess; Duplicatc

transactions)

mount transport and lunch as pcr thc financial

s temcnts

J
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Notc I

Kshs.

(ii)

Thc Accounting Officer cnsures that supporting documents are avz iled to thc

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

mattcr bc marked as resolvcd.

2.1 Variance in Sccrctarial scrviccs

to the financial statemcnt rcflccts administration cost of Kshs. 60,102,300 which includes

90,600 in rcspcct of sccrctarial scrviccs which differs with thc ledgers balar ce of Kshs.

445,000 resultcd to unrcconcilcd variancc of Kshs. 54,400. Consequcntly, thc accur:rcy, validity

and complctcncss oladministration costs of Kshs. 60,102,300 for thc year cnded 30'l'Junc 2020

could not bc confirmed.

Management Response

'l'hc Accounting olficcr statcd that ledgcr amount of Kshs. 445,000 includes, Kshs. 51,400 which

was outsidc the financial ycar 201912020. Ilowever, a figurc ol Kshs. 390,600 as rccrrrded in the

financial statemcnt and the ledgcr is a truc rcflcction of the cxpcnditurc in thc financiel year under

rcv lc

Committee observation

'l'hc Committcc observcd unreconciled variancc ol Kshs. 54,400 in rcspect to sccrctarial scrviccs

at the timc of thc audit; howevcr, the documents werc later providcd to the auditor for revicw and

vcrification, and thc mattcr is resolved.

Committee Recommendation

3

'I'hc c mmittec rccommcnds that:

(i) The Accounting Officer cnsurcs that supporting documents arc avniled to the

Auditor during audit as rcquircd undcr scction 9(l)(c) Public Audit Act, 2015,

a nd;

The water Company keeps financial and othcr records that are accurirte, reliable,

complctc and cnsure adhcrcnce to accounting standards prescribed bl thc PSASB

as provided by Section 8l(3) of thc Public Finance Managemcnt Act l:012.

The matter bc markcd as rcsolvcd.

(ii

0

)

(ii
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2.2 variancc in Consumablcs

Notc I I to the financial statcmcnt reflccts administrativc cost of Kshs. 60,102,300 wh ch includcs

Kshs.403,800 in rcspcct of consumablcs which dilfcrs with thc lcdgcrs balancc of Ks'.ts.365.800

leadin

compl

't'hc C

thc au

ct

I

to unrcconcilcd variancc of Kshs. 38,000. Consequcntly, thc accuracy, r'alidity and

eness ol Kshs. 403.800 lor thc ycar cnded 3Oth June 2020 could not bc confirrrcd.

Management Responsc

Thc Accounting Officer submittcd that variancc of Kshs 38,000 in respcct to consumaL'lcs betwcen

thc financial statcment and thc lcdgcr arose from erroneous omission of an invoicc <latcd lgth of

May 2020 being an accrucd cxpcnditurc lor Stanford'l'cchnology. This therelore me ans that thc

cxpenditurc of Kshs 403,835 lor consumables is propcrly accounted for. Lcdgcr for consumables

has bcen providcd.

Committec observation

mmittee observcd that cost lor consumablcs had a variance ol Kshs. 38,000 ar the timc of

it; howevcr, thc documcnls wcrc latcr submittcd to thc auditors lor vcrificatiot'.

Committcc rccommendation

Thc Committee rccommends that :

(i) Thc Accounting Officcr cnsurcs that supporting documents are avrrilcd to the

Auditor during audit as required under scction 9(I)(e) l'ublic Audit 1,ct' 2015

Accounting Officer to cnsurc that the watcr Company kccps financi:rl and othcr

rccords that arc accurate, rcliable, complctc and ensure adhcrcnce to accounting

(ii

(ii

d

)

standards prcscribcd by thc I'>SASB as providcd by Scction til(3) ol'the I'ublic

Finance Management Act 2012.

) The matter be marked as rcsolved .

J Unsupportcd Cash and Cash Equivalcnts
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Note l8 to the financial statemcnt reflccts cash and bank balanccs figure ol Kshs. 2, 147,300 out

olwhich Kshs. 526,900 relatcs to Kenya Commcrcial []ank account which diffcrs with thc cash

book balancc of Kshs.466. 100 rcsulting to unsupportcd balancc of Kshs. 60,800. rurthcr, thc

cashbook reflects cash in hand balancc of Kshs. 6,700,273 which was not incorporatet in the bank

and cash balanccs of Kshs. 2,147,300 reflected in the financial statcmcnts. Irurthcr, thc cashbook

ol Kcnya Commcrcial Bank and M-Pcsa account wcrc not providcd for au,lit rcvicw.

Conscquently, the accuracy, validity and complctencss ol cash and cash equivalerts of Kshs.

2,147,300 as at 30th Junc 2020 could not bc confirmcd.

Managcmcnt Rcsponsc

'l-hc Accounting Olficcr submittcd that thc corrcct cash balancc reflcctcd nil instead of reported

figurc pf Kshs.6,700,237 by thc auditor.'['hc management rcgrcts having providcd r.nrcconcilcd

cash book which was indicating Kshs. 6,700,237 balanccs as at 30 Junc 2020 instcad ol'Nil balancc

as reportcd in thc financial statcments and thc rcconciled cash book. Furthcr the rnanagcment

hcrcby providcs cash book lor Kcnya Commcrcial Bank and M-Pcsa Statemcnts.

Further, he stated that managcment regrcts that a bank balancc of Kshs.526, 900 was used instead

olcasfJ book balance of Kshs.466, 100 in cash book giving a variancc of Kshs.60,8(10. l'his will

subseqr,rently bc amendcd. Certificatc of bank balance and board of survey havc also bcen

providpd.

Committee observation

'l'he C0mmittce observcd that:

tl

l

'l-hc cash-book balancc for KCB account had unsupported balancc of Kst s. 60,800.

Cashbook of Kcnya Commcrcial []ank and M-Pcsa account wcrc not proviJcd for audit

rcvicw. I lowcvcr, the documcnts were latcr submittcd to thc Auditors lor rcview

'l'hc audit qucry is markcd rcsolvcd.

Comrn ittce rccom mendation

Thc Committcc rccommends that the Accounting Officcr cnsurc that managetnent of thc

watcr Company comply with the provisions of Scction 62 (t) (b) and (c) of thc I'ublic Audit

Act, No. 34 of 2015 Act, on the timely submission of documcnts.
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Management Responsc

4. Variance in Trade and Other payables

Note23. To the statement ol'financial statcmcnt rcflccts tradc and othcr payablcs figure of Kshs.T l,

3ll,l00 comprising tradc payablcs olKshs.37,358,300 and othcr payablcs ofKshs.13,952,800.

Ilowcvcr, thc gcncral lcdgcr rcflccts balances Kshs.36, 666,600 and Kshs 32,439,0,r0 for trade

payablcs and othcr payablcs respectivcly rcsulting to unrcconciled and uncxplaincd variance ol
Kshs.69l,700 and Kshs, 1,5 13,800 rcspectivcly. Consequcntly, the accuracy, ralidity and

completencss of tradc and othcr payablcs figurc of Kshs. 71,3 I 1,100 as at 30th Junc 2020 could

not bc confirmed.

'l-he Accounting Officcr submittcd that it is rcgrcttablc that thc auditor was crroneourly providcd

with unreconcilcd tradc payables' ledgcr by thc timc of audit rcvicw. Howcvcr, in the preparation

olthe financial statcmcnts, a reconcilcd crcditors' ledgcr was uscd. The variancc of Kr;hs, 691,700

bctwccn Kshs 37,358,300 and 36,666,600 lor tradc payablcs arosc from thc crccitors whosc

balances had not becn rcconcilcd in thc ledger.

Furthcr, thc variance ol Kshs, 1,5 13,800 between a figure of Kshs.33, 952,800 and 32.439,000 lor

othcr trade payables arosc from accrucd staff salarics whcre a figure ol Kshs. 9,2"97,366 was

rcported in the financial statcmcnts against a ledger of Kshs. 7,983,766 provided to the auditor.

l,cdgcrs to support thc figurcs havc bccn providcd.

Committce obscn'ation

mmittcc obscrvcd that unrcconciled and unexplaincd variancc of Kshs. 691,7|'10 and Kshs,

00 on tradc payablcs and other payables; howcver, the documcnts wcrc latcr submitted to

itors for vcrification and the matter is marked as resolvcd.

ittee recom mcndation

'l'hc Co

1,513,8

thc aud

Comm

C1'he ommittec rccommcnds th at:
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(i) The Accounting Officcr must at all times cnsure that hc/she provide accuratc

records and othcr supporting documents pursuant to Section 9 (l) (e) ol'the I'ublic

Audit Act,2015.

The Accounting Officcr should strcngthen internal audit controls and ensurc

proper rccord kccping and;

Thc Accounting Officer to take administrativc action on thc officers within thc

Accounts and Financc dcpartmcnt who fails to keep complcte financial rccords as

requircd by thc Accountants Act,2008.

( ii)

5. Unreconciled Agcncy Account.

Note 24(a) to the statemcnt ol financial statcmcnt rcflccts agcncy account of Kshs. 10, 904,200

which includcs Kshs.20, 855,100 for [.ake Victoria South Scrvicc Board in respect of outstanding

Special Account (St'}A) Irec payablc. Howcvcr, supporting schedule rcflccted outstand ng SPA Fcc

payable amount of Kshs.29, 366,100 rcsulting to unrcconcilcd or cxplained balancr: ol Kshs.8,

5l l,000Conscquently, thc accuracy, validity and completencss of Kshs. 40,904,200 as at 3Oth June,

2020 could not be confirmcd.

'l'hc Accounting Olficer submitted that the managemcnt rcgrets having providcd thc nuditor with

unrcconciled supporting schedule oloutstanding SPA fee payablc amounting to Kshs 29,366,100.

llowcver, the managemcnt noticcd that thc charge was nullificd through Kcnya Gazettc Noticc

No.12188 and communication from Water Scrvices Rcgulatory Board (WASRE,I)). 'l'hcrcforc,

the Sctvicc Provision Agrcemcnt (SPA) charge ol 4%o had bcen abolished.'l'his thercfrrc confirms

that the outstanding amount to Lakc Victoria South Water Scrvice Board (l-VSWSII) for the year

was K6hs 20,855,100.

Committee obscrvation

'l'he Committec observcd that agcncy account had a balancc of Kshs.40, 904,200 wtrich includes

Kshs.20, 855,1 00 for l-ake Victoria South Scrvicc Board in rcspcct of outstanding Special Account

)

Management Responsc
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(SPA) t'ee payablc; howevcr, thc rcconciliations wcre later provided and the matter iri marked as

rcsolvcd.

Commlttee rccom mendation

I'hc Co

(i) 'I'hc Accounting Officer to strictly adhcrc to the binding/procu rcmcnt

agrccmcnts with third partics to avoid additional costs in the form of fincs and

pcnaltics, and;

Thc Auditor-Gcneral to review the reconciliation documents and rcpo -t in the

ncxt aud it cyclc.

( ii)

6. Understatcd Trade and Other Reccivablcs

Notc l7 to the statemcnt ol financial statcmcnt rcflccts tradc and other receivables ol Kshs.

108,879,800 altcr provision lor doubtful dcbts of Kshs. 12,097,700 (10%). []owoer, an aged

listing of tradc rcccivablcs providcd for audit rcview reflccts a balance of Kshs. 127, 73 t1,805 which

whcn subjectcd to l0% provision of doubtlul debts totals to Kshs. 12,773,881 rcsul'.ing into net

trade and anothcr rcccivablc of Kshs. l14, 964,924. Conscquently, thc accuracy, validity and

mmittce recommcnds that:

teness ofthc tradc and othcr reccivablcs figure ofKshs. 108, 879,800 as at 30t'June,2020

ot be ascertaincd.

compl

could

e

n

Mana$ement Responsc

l'hc Accounting Officcr submittcd that thc managcment rcgrets that aging listing of trade

rcccivables balancc of Kshs. 127,738,805 was unrcconcilcd and was erroneously sharr:d during the

audit process.'[his was occasioncd by thc parametcr at which the agc analysis is sct f.rr cxtraction

from Majisoft billing softwarc. 'fradc rcceivablc o[ Kshs. 127,738.805 was extractcd as at 4th

Scptember 2020. 'l'his means that tradc and othcr rcceivablcs balancc aging listing included

reccivables for thc ncw financial ycar which had alrcady commenccd.

ln addition, hc statcd that thc managemcnt has sincc providcd corrcct trade and othr:r rcceivable

agcanplysisolKshs. 120,977,530asat3Oth June,2020whichwhensubjcctedtothc t(l%provision
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for doubtful dcbts brings the nct trade and other receivablcs of Kshs. 108,879,801) for audit

vcrification.

Comm ttec obscrvation

'l'he Committcc obscrvcd that an agcd Iisting ol trade reccivablcs providcd for audit rr:view had a

balancc of Kshs. I 27, 738,805. -l'hc qucry rcmains unrcsolvcd.

Com mittce recom mcndation

The Committee recommcnds that thc Accounting Officer should always cnsu'e that the

rccords arc rcconcilcd and analyscd with ncccssary supporting documents and srrbmittcd to

the Auditor-(]cncral in compliancc with provisions of Section 68(2) of thc I'FM .r,ct 20I2.

7. Variance in Statement of Cash Flows

Note 28 to thc financial statemcnts rcflccts cash gcnerated lrom (used in) operatiors figure of

Kshs. 5,340,500 which dilfcrs with Kshs. 6,408,700 rcflcctcd in thc statcment of cash flows

rcsulting to unrcconciled and cxplaincd variance of Kshs. 1,068,200. Irurthcr, the cash flows

rcconciliation in notc 28 rcflccts no provision lor bad and doubtful dcbt as a reconciling itcm.

Conscquently, thc accuracy, validity and completeness ol the statcment of cash flows balancc of

Kshs 2; 147,300 ficr thc ycar endcd 3Oth June, 2020 could not bc confirmcd.

Managcmcnt llcsponsc

'l'hc Accounting Officcr submitted that thc managemcnt concurred with the auditor's observation

that cash gcnerated lrom /(uscd in) operations figurc of Kshs. 5,340,500 dil'fered with Kshs.

6,408,700 by Kshs. ( I ,068,200). 'l'his figurc of Kshs 6,408,700 was crroneously transierred to the

statempnt of cash flows. A compcnsating error ol Kshs 1,068,000 was committed ilt cash flows

from investing activities wherc cxpenditurc for the purchase of Property Plant and Equipmcnt of

Kshs 534,000 was trcatcd a cash inflow.

Furthcr, thc managemcnt concurred with the auditor's observation that doubtful de:rts werc not

uscd in thc rcconciliation. 'l-his is highly rcgrcttablc. Despite all these crrors, the Ne t cash from/
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(uscd in) opcrating activitics of Kshs (5,340,600) and cash and cash cquivalcnt at thc end of the

year of Kshs 2,147,300 rcmaincd thc samc.

Com mittce observation

'[hc Committcc observcd that the statements of cash flows had unreconcilcd anc explaincd

variance of Kshs. 1,068,200; and the query remains unrcsolvcd.

Com mittcc rccommcndation

8. Unreconciled Statement of Comparison of Budget and Actual amounts.

'fhe stafement of comparison of budgct and actual amounts reflccts final budget total in;omc figure

of Kshs.252, 825,074 while the rc-castcd figurc rcflccts Kshs. 265,394,815 lcading to unrcconciled

figure of Kshs. 12,569,741. Furthcr, thc statcmcnt does not rcflcct thc original budget and

adjustments amount as rcquircd by thc Public Sector Accounting Standard Board. Ccnscqucntly,

the acclracy and complctencss olthc statement of comparison ofbudgct and actual an ount for the

year cnded 30th June, 2020 could not be confirmed.

'l.hc Aocounting Officcr submittcd that thc variance of Kshs. 12.569,741 between final budgct total

income figurc of Kshs.252,825,074 and thc re-casted figure of Kshs .265,394,815 war, occasioncd

by rcvenuc economic cfficicncy. Ilascd on the Water Services Rcgulatory lloard (WASRIIB) Key

Perlormance lndicators (KI']ls) Impact report of Kenya's Watcr Scrvicc Sector lor F\' 201912020

llconomic cfficiency provides >95Yo of rcvenue collcction cfficicncy as good, 85o/o-95%o as

acccptablc and <85%o as not acccptablc.

ln addition, thc Accounting Officcr stated that the total income lrom operations of Kshs Kshs.

251,3T,814 which whcn subjectcd to 95o/o collection efficicncy brings a total reverue cxpected

Managcmcnt Rcsponsc
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The Committcc rccomrncnds that the Accounting Officers must at all times ensurc that they

provide accuratc rccords and othcr supporting documcnts pursuant to Section ') (l) (e) of
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Collection

efficiency
o//o

l

Il.cvcnuc strcam

t 74,035,888 95Incomc from Watcr

ncomc from Sewcr 74,970,457

2,388,470 95Incomc lrom Metcr

llcnt

Sub-total

Add: Grant lrom County Covcrnment

Total F'inal Iludgct

of Kshs. 238,825,074. Kshs. 238,825,074 added to grants from County Govcrnmt:nt of Kshs

14,000,000 brings total rcvcnuc budget to Kshs.252.825,074. This has bccn analyzec as followsr

Expccted collection arnount at

95% (Kshs.)

165,334,094

2,269,047

238,825,074

14,000,000

252,825,074

Irurthqr, the managcment took notc of the non-compliancc with the Public Scctor Accounting

Standard Board (PSASI)) in preparation of statcment of comparison of budget and actual amounts.

llowever, this has since bccn complicd with subsequcntly.

Com rh ittee obscrvation

'l'hc @ommittce obscrvcd that Statemcnt of Comparison of Budget and Actual lmounts had

unrcconcilcd figurc of Kshs. 12,569,74 I at the time of audit; and rcconciliatiotrs werc later

provided and the mattcr is markcd as rcsolvcd.

Comrnittee rccom mendation

'I'hc Committcc rccommends that

Thc Accounting Officer should always ensurc that thc rccords are reconcilcd and

analysed with neccssary supporting documents and submitted to the Auditor-

General in compliancc with provisions of Section 68(2) of the PFM Act 2012; and
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(ii)

that complete financial and accounting records arc prcscnted to tte Auditor-

Gencral pursuant to thc provisions of Articlc 229 of the Constitutiorr of Kenya

2010 and Section 68(2k) ofthe PFM Act 20I2;

Thc Accounting Officcr to takc administrative action on the officers within the

Accounts and Finance dcpartmcnt who fails to kecp complctc financial rccords as

requircd by thc provisions of the Accountants Act,2008.

9. Variance in Share Capital

'l-hc sharc capital of thc Company is Kshs.l00,000 which is dividcd into 20,000 ordinary sharcs

of Kshs.5 each. The shares as per thc busincss registration service in thc officc of lhc Attorncy

Gencral and l)cpartmcnt of Justice still reflcct that the Company is owncd by thc drrlunct Local

Autholitics as shown bclow;

Dcfunct Local Authoritics

Municipal Council of Kisir

Cusii County Council

fucha 
County Council 267

28s

249

633

423

Suneka 'l'own Council

yamira County Council

yamira 'l'own Council

eroka 'l'own Council

I'abaka l'own Council

gcmbo 'l'own Council 305

Masimba 'fown Council 305

fyansion8o 
Town Council s47

14ll

509

]

Sharc

299
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Total 5,233

'l'he sharcs as pcr thc busincss rcgistration service in thc olficc of the Attorncy ( iencral and

Dcpartment of Justicc sharcs rcflccts 5,233 sharcs which dillcrs with the financial statcmcnt of

20,000 leading to unrcconcilcd and uncxplaincd and variancc ol 14,767 sharcs. 'urther, thc

Dircctors listcd in thc busincss rcgistration dilfer with thosc discloscd in thc financi;rl statcmcnt

lor thc ycar cnded 30th Junc, 2020.A1so, thc shares had not translerred and paid for by the two

County Covernments of Nyamira and Kisii as expected. Conscqucntly, the ownershir, accuracy,

validity and complctcness olthc issucd capital ol'Kshs.100,000 as at 30'h June, 2020,:ould not be

con fi rmed.

Managcment llcsponsc

'l-hc Accounting Officcr statcd that Whcrcas the managcmcnt concurs with the auditor's

obscrvption that thc company's sharcs arc crroncously capturcd, thc managcmcnt ooservcd that

the breakdown of the sharcs is ovcrstatcd by 233 sharcs. Thc corrcct brcakdown ollhc sharcs of

the company is as analyzcd below

l)cfu nct Local Arrthoritics

Municipal Council of Kisii

Gusii County Council s09

Gucha County Council 267

Suneka 
-l'own Council

Nyamira County Council

Nyamira Town Council

'l'abaka Town Council

l4ll

285

249

633

423

299

Sharc

Keroka Town Council
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Ogembo 'l'own Council 30s

Masimba Town Council 305

Nyansiongo'l'own Council

'I'ota I

314

5,000

'l-hc above analysis indicatcs that thc Company has 5,000 sharcs of Kshs 20 cach whioh gives the

total sharc valuc olKshs.l00, 000. Evcn with thc typo in the number ofshares and their par values,

thc total share capital remained unchanged. The managcment also concurred that shares havc not

bcen transfcrred and paid lor by the two County Govcrnmcnts of Nyamira and Kisii as expcctcd.

Committec obscrvation

'l-he Comm ittec obscrved that the sharcs had not translcrred and paid for by thc two County

Covernments of Nyamira and Kisii as expcctcd; and the query is marked as unresolvr:d.

Com mittcc recommendation

The Committcc rccommcnds that within two months upon adoption of this report, thc

(iovcrnor to havc an engagcmcnt with his counterpart Oovernor of Nyamira ,.)ounty and

ensure thc mattcr of sharcholding is amicably resolvcd within thc provisions of , hc law.

Material Unccrtainty in llelation to Going Concern

'l'he statement of profit and loss and other comprchensive income reflccts an opcrrting loss of

Kshs.2 l, 725,800 during thc ycar cndcd 30 Junc, 2020 (2019: a loss of Kshs.6, 3t)4,300). 'l-hc

operating loss continucd kr deplcte thc rctained earnings lrom negative Kshs. I 6, 0l 6.600 as at 30

June, 201 9 to ncgativc Kshs.3 7, 7 42,400 as at 30 Junc,2020. Furthcr, thc current liabi litics lor thc

year under revicw amounted to Kshs. I12,215,300 whilc thc current asscts for the same period

amounted to Kshs. lll, 705,900 rcsulting to ncgativc working capital of Kshs. 509,400

dcmonstrating that thc company is unablc to mcct its financial obligations as and when thcy lall

duc. 'Ihis state of aflairs is indicativc of an acute financial challenge facing the conpany which
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raiscs significant doubts on its ability to opcrate as a going concern. Thc Company is thercforc

technically insolvcnt and its continucd existencc as a going conccrn is dcpcndent upon thc financial

supporl lrom its crcditors and thc govcrnment.

Managcment Responsc

-l-hc Accounting Olficcr subm ittcd that Managcmcnt concurs with thc auditors' obs:rvation

and has taken the following measurcs to addrcss thc situation

II

Incrcasing rcvcnuc by incrcasing availability of and acccss to watcr scr,,iccs in

partncrship with USAID

Installation ol new billing soltware to addrcss Non-Revcnuc Watcr hcncc intrcasing

revcnuc

Non-rcplaccmcnt ol retired olficers except on cssential scrvices to minimizc the wagc

Comniittee obscrvation

Thc Committcc obscrvcd that thc company registercd an opcrating loss of Kshs.2 I , 72 i,800 during

the ycar cndcd 30 Junc, 2020 and a ncgative working capital ofKshs. 509,400.

Com mittec rccom mendation

Thc Committcc rccommcnds that:

(i) Thc Accounting Officcr put in placc stratcgic mcasurcs to boost the financial

hcalth of the Company, and the Auditor-Gcneral to rcview and rcport on such

mcasures to the Committee in thc ncxt audit cyclc.

(ii) Company should review and rcgularize its existing asscts, to dclcrmine and

asccrtain thcir commercial viability.

(iii) Thc Accounting Officcr to undcrtakc dctailcd analysis of its long outstanding

trade reccivablcs and payables so as to rcflect the truc and fair financial position

of the Company.

(iv) Thc Company should put in place mitigating mcasures to addres. its ovcrall

rcvcnucs, rcvicw its tariffs for maximizing highcr incomes; and address the

bi
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physical and commcrcial watcr losscs in ordcr to reduce thc high levcl of Non-

Revcnue Watcr.

Othcr mattcr

Budgetary Control and Pcrformance

The statemcnt of comparison ofbudgct and actual amounts lor the year under rcvicw rcflccts total

budgeted rcceipts of Kshs 252,825,074 and actual revenue ol Kshs 155,452,400 re;ulting to an

undcr-funding of Kshs.97, 372,674 or 39oh. Similarly, thc statcmcnt rcflccts ap,rrovcd final

budgeted e xpenditurc of Kshs 252.825,073 and actual expcnditurc of Kshs. 177 ,178.:l0O resulting

to undcr absorption of Kshs.75, 646,873 or 30o/o.'l'hc under-funding and undcr-lerformancc

affcctad the planncd activities and may havc impactcd negativcly on servicc delivery to

stakeholders.

Management Rcsponse

Thc Accounting Officcr submitted that managcment concurred with the auditor's observation on

budgctary control and pcrformancc. This was occasioncd by Non-Revcnue Water (N RW) arising

hysical losscs due to dilapidated cxisting watcr infrastructurc and commercia losscs from

ling systcm. Ilowcvcr, thc managcmcnt as part of thc stratcgics to mitigate on high water

losscs, it has signed a Mcmorandum ol understanding with l,akc Victoria South \Vater Works

Devclopmcnt Agcncy and Gusii Water and Sanitation Company t-td for [,a:;t Milestonc

Connectivity aimed at; cxpansion ol distribution line, rchabilitation of dilapidatcc distribution

lincs and installation ol billing soltwarc to monitor water production and salcs.

Committee obscrvation

Thc Committee observcd that thc company registercd an under-funding olKshs.9i,372,674 or

39%o; and thc qucry remains unresolved.

from /
our bif
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I

Com mittce recommendation

Thc Committcc rccommcnds that thc Company institute propcr and realis,tic budgct

planning and thc Office of the Auditor-(lencral to confirm the cffectivencss of thr mitigating

mcasures put in place by the Company and rcport in thc subscqucnt audit cycle.

Ilasis for conclusion

Ovcr cxpcnditurc in Staff Cost

'l'he financial statcments rcflccl production staff salarics and wages of Kshs.45, !t73,800 and

administration stalT cost of Kshs.39,, 547,000 as discloscd in 7 and I l rcspectivcly. I owevcr, thc

total revcnue during thc ycar was Kshs. 129, 112,400 and therefore, thc cxpcnditrrrc of Kshs.

85,520,800 on compcnsation oI cmployccs (salarics, bcncfits and allowances) dur ng thc ycar

constitutcd about 66Yo of thc total rcvcnuc. This is contrary to thc provisions of're5 ulation (25)

(l)(b) of the Public [rinance Managcment (County Governments) Rcgulation,20l5 which by

implication limits the cxpcnditurc on compcnsation olemployces of thc company to a maximum

ol35%of the total annual rcvcnuc.

Managemcnt l{csponsc

oIcounting Olficcr submittcd that managcment concurred with thc auditor's ot;crvation on

r cxpcnditurc in StallCost. l'hc high wagc bill is as a rcsult of high numbet olstaff that

Consciluently, thc managcmcnt is in breach of the law

I'hc

the ovc

was iriherited I'rom the dclunct local authorities of Kisii and Nyamira. Gusii Watcr arrd Sanitation

Company (GWASCO), on rcalizing that thc staff lacked ncccssary skills, it recruited stalf with

prerequisite skills to achicvc productivity.

IIe fur'thcr statcd that thc managcment has however adoptcd the following measurcs t.r mitigate on

the high wagc bill;

i. It has signed a memorandum of understanding with the National Governnrent for Last

Milestonc Conncctivity aimed at cxpansion of distribution line and rch:rbilitation of

dilapidatcd distribution lincs.
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II

l

linstallation of billing soltware to monitor watcr production and sales. 'fhis will reduce thc

Non-Rcvenue Water (NRW) hcnce incrcasing rcvenue.

Rcplaccmcnt ol PVC pipcs with HDPII aimed at rcducing Non-Revcnuc Wrrtcr (NRW)

losses. 'l'his has an cffcct of increasing rcvcnue and rcducing maintcnancc rclatr'd costs.

2

Com m ittee obscrvation

Thc Committce observcd that thc cxpcnditure of Kshs. 85,520,800 on compensation ol'cmployccs

(salaries, bencfits and allowanccs) during the ycar constitutcd aboul66%o of thc total r,:vcnuc. The

qucry is markcd as unrcsolvcd.

Com mittce rccom mcndation

The Committec recommends that the Company to adhcre with the provisions ol regulation

25(l) of the l'ublic Financc managcmcnt (County Oovernmcnt) llcgulations, 2015, cstablish

a lean staff; and the Auditor-Oencral to revicw, and rcport during thc next audit cycle

Irregular Administrative Costs

'['hc financial statcmcnt rcflccts administration costs of Kshs.60, 102,300 as disclosel in Note I I

which includcs Kshs. 4,609,300 in respect o[ director's emolumcnt. Rcvicw of thc board of

directors minutes revealed that, thrcc (3) out of fivc (5) full board mcctings wcre helcl in the samc

timc (Fourth) quarter against thc guideline 4 .1.3 of thc company's corporatc governance which

statcs that thc Board ol Dircctors shall havc only onc lull board mccting in cvery quartcr. Sitting

allowanccs amounting to Kshs. I 96, 000 wcre thcrcby irregularly drawn. Conscquentlr', the validity

and value lor money of Kshs. 60, 102,300 lor the ycar cndcd 30th June, 2020 r:ould not bc

confirmed.

Management Rcsponsc
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1-hc managcmcnt concur with auditors' observation. I Iowcver. it is contenrplating an

administrativc action. Currcntly, thcrc exists an annual board calcndar lor board mcctings and this

is strictly followed by thc currcnt board of dircctors in linc with laid down guidclines

Committee observation

The Committce obscrved that thrcc (3) out of five (5) full board meetings wcrc hcld in the same

timc (Fourth) quartcr against thc guidclinc. Thc mattcr remains unresolvcd.

Com mittee rccom mendation

Thc

Acco

who

Committcc recommends that within thrce months upon adoption of this report, the

unting Officcr should institutc administrative actions against lloard membr rs and staff

contravcned the laid down guidclincs on Iloard mcctings.

3. Non-llcmittancc of Statutory Dcductions

l.hc financial statemcnts rcflcct tradc and other payablc figure of Kshs. 71,3 I 1,100 as disclosed

Notc l3 includcs othcr payablcs of Kshs. 33,952,800 out of which Kshs. 14,679,388 is in respcct

olpcnsion and providcnt funds. Howcver, the amount had not becn remitted to the varirrus pension/

providcnt bodics contrary to Scction 53A' (l) of the Rctiremcnt Bcnefit Authority Act 2012 which

rcquirds the cmploycr to rcmit thc dcductions within fifteen (15) days of thr: dcduction.

Conscqucntly, the managcment is in breach of thc Law.

Management Responsc

l'hc Accounting olficer statcd that managcmcnt rcgrcts the dclaycd submission of statutory

dcductions in thc financial ycar.'fhis was duc to constraincd financial resources. Howcvcr, the

mana ement has sincc madc thc paymcnts as analyzcd below

I)atc Payee Cheque

No.

Amount Paid

(Kshs)

Ilalance

(Kshs)

Wor iing

Papc rs ltcf No.
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2,062,920 r,030,02628- l0-

2022

CPF Financial

Serviccs

0001 30

55.600 028-07-

2020

National Social

Security F-und

005078

0000tt7 3,045,788 7,934,399

l3-i

t3-ii

t 3-iii28- r 0-

2022

National Watcr

Pension

330,226[-ap Irund 0001 32 220.4282

2

8- l0-

022

9,294,651

l3-iv

Total 5,384,736

It is also important to notc that thc paymcnts havc bccn made without pcnaltics anr' intcrcsts

Com nq ittee obscrvation

The Committec observcd that thc company had a balance of Kshs

pensioh and provident funds; and thc matter rcmains unrcsolved

providcd to thc Auditors.

Com mittec recommcndation

The

Acco

statuto

subscq

14,679,388 is n rcspect ol
'l'he documenls wcrc latcr

Committcc recommends that within thrcc months of adoption of this rcport, thc

unting Officcr to providc a dctailcd status rcport on thc scttlcment of the ,rutstanding

ry deductions to the Scnatc and a copy to thc Office of the Auditor-Gcncral for

uent rcporting.

,n. 
4

aamir]

4. Staff rccruitcd without advertisemcnt

nancial statemcnts reflect production staff salaries and wagcs of Kshs. 45.973,800 and

istration staff costs of Kshs. 39,547,000 respectively as disclosed in Note 7 and I I (a). review
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ol thc staff rccruitmcnt rcvcaled that thc lollowing positions wcrc fillcd without advcrtisemcnt

namely commercial olficer 2posts), IC'l' office ( lpost) Intcrnal Auditor (l ), Assistar,t 'l'cchnical

and (lpost) Managcr GIS olficcr (l post) contrary to Section 3.2.2 of the Gusii W:rtcr Human

Rcsource Policics and proccdure Manual which rcquircs that a vacant post is adv::rtised both

internally and cxtcrnally in ordcr to attract thc most suitablc candidatc. Conser;ucntly, thc

management is in breach ol thc rcgulation

Management Rcsponse

-l'hc Accounting ol'licer submittcd that managcment concurrcd with auditors' observat on that staff

rccruilment ol Commcrcial officcr (2posts), lCl' officc (lpost) Intemal Auditor (l), Assistant
-l-cchnical 

and ( lpost) Managcr GIS olficcr ( I post) positions were filled without conr;idcration of

Scction 3.2.2 of thc Gusii Watcr Iluman Rcsourcc Policics and procedurc Manual. \Vhcreas this

is rcgrettable, thc olficcrs wcrc rccruitcd on contractual basis whosc terms havc sincc cxpircd and

managcmcnt did not considcr thcir rcncwal. Noticc of tcrmination of contracts has bc.:n providcd.

Committee observation

'l'hc Committce observed that thc post for the commcrcial officcr 2posts), ICI'o ficc (lpost)

lntcrnal Auditor (l), Assistant l'cchnical and (lpost) Managcr GIS officer (l post, wcrc fillcd

withortt advcrtiscmcnt. 'l'hc matter is unrcsolvcd.

Committce recommendation

The Committee rccommcnds that thc Accounting officer cnsures that staff are recruitcd

under the laid down human rcsourcc guidelines.

5. Irrcgular Staff Ethnic Composition

Disclosed in NotcT and I l(b) to thc financial statements are production stafl salarics .rnd wagcs of

Kshs. 45,973,800 and administration staf[ costs of Kshs. 39,547 ,000 rcspectivcly. A revicw of the

pcrsonnel records reflccted that Company had a staff composition of 139 or 960% cornprise olthe

mcmbcrc from thc dominant community in thc county, contrary to Section 65(l) ol'thc County

Goverlnment Acl,2012 which rcquire that at lcast thirty perccnt of thc vacant post lt entry lcvel
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are fillcd by candidatcs who arc not from dominant cthnic community in the County

Conscqucntly, thc managemcnt is in breach of thc [,aw

Managemcnt Rcsponsc

'l'hc AQcounting Officcr submittcd that managcment concurred with thc auditor's obiervation on

Irregular Staff tlhnic Composition. Howcver, GWASCO bcing an equal opportunity employcr

advcrtises vacant positions in ncwspapcrs of nationwidc circulation, MyGov anc GWASCO

website to reach all potcntial applicants. Candidatcs who mcct the requisitc critcria arr: shortlistcd,

invited for intcrview and subscqucntly recruitcd without any bias as rcgard l,) cthnicity.

Unfortunately, thc managemcnt rcccives applicants majorly from the dominant comnrunity.

Com mittcc obscn,ation

-l-hc Committee observcd that Company had a stafl composition of 139 or 960% conrprise of thc

membcrs lrom thc dominant community in thc county.

Committec recommendation

Thc Committcc recommcnds that the Accounting C)fficcr ensure adherence and compliance

to Scction 65(t) (c) of thc County Govcrnment Act,2012

6. Excccdcd Non-lLcvenuc Watcr (NllW)

Notc to the financial statcment rcflect revcnue ol Kshs. 129, I 12,400 which irrcludc Kshs6

75,836,500 which rcprcscnts the incomc lrom watcr salcs during thc ycar. I lowevcr, a rcview ol
the billing systcm revcalcd that thc company produccd 2,271,885 cubic mctcrs (M3) of watcr out

of which only 1,033,526 cubic mctcrs wcrc billcd to customcrs. 'l'he balancc ol 1,2 i8,359 cubic

mctcrs or approximatcly 55% of thc volume rcpresent the Non-Rcvcnuc Watcr (NRW), which is

30%o overand abovc thc allowablc loss of25oZ in accordancc with Water Scrvicc Regr.latory Board

Guidclincs, 2010. 'l'he NRW of 1,238,359 m3 may havc rcsultcd in loss of sales cstimated at

Kshs.90, 866,425 at thc avcrage ratc of Kshs.73.38 per m3.'l'his is also an indicati.rn of lack of

efficicncy and cllectivcncss in thc usc of public resources. No cvidencc was provi<lcd lor cffort

by the company to addrcss thc situation. In thc circumstanccs, thc NRW above 30'lo above the
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aoa t,c limit may ncgativcly impact on thc company's profitability and its long tcrm

sustainability

Managcmcnt Response

The Accounting officcr submittcd that managcment concurrcd with the auditor's observation on

Non- Rcvenuc Watcr balancc of 1,238,359 cubic mctcr rcsultcd in loss of sales estimirted at Kshs.

90,866,425 at the avcragc ratc of Kshs.73.38 pcr m3. l'his was occasioned by Non-Rcvcnue Watcr

(NRW) arising from physical losses due to dilapidated cxisting watcr infraslructure and

commercial losses from our billing systcm. Flowever, thc managemcnt as part of the strategies to

mitigatc on high watcr losscs, it has signcd a mcmorandum ol understanding with the National

Government lor Last Milestonc Conncctivity aimcd at; expansion of distrinution linc,

rchabilitation of dilapidatcd distribution lines and installation ol billing software to monitor watcr

production and salcs.

Comn;ittee observation

'[hc Committcc obscrved that thc Non-Rcvenuc Watcr of thc company during thc financial ycar

201912020 stood at 55o% against thc allowablc loss of 25Yo as prcscribcd by Water Scrviccs

Regul{tory I}oard (WASRIiB) Guidclincs. Thc matter rcmains unrcsolved.

Comqittcc rccommendation

'l-hc C mmittcc recommends thalo

(i)

( ii)

(iv)

Thc company should put into place comprchcnsivc measures to mitigatc thc Non-

Revcnue Water such as installation of smart mctcrs to cnsurc accurat( billing, the

replacement of thc old watcr supply nctwork as wcll as thc introd uction of a

Geographic Information Systcm (GIS) which will help the company rcceive real-timc

data on leaks in pipes and monitor maintenance,

The (iovernor should collaboratc with EACC to ensure that prc-emptive mcasures

arc put into placc to reduce thc cases of thcft and illegal conncctions; and

Thc Auditor-(]cneral should revicw the implcmentation of the mcasures put in placc

by thc management to mitigatc thc mattcr and provide a report on this query in thc

subscquent audit cyclc.
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l,ack o f Ilisk Managcmcnt Policy l-ramcwork

A Review of thc intcrnal controls rcvcaled that thc company does not havc irr place risk

management policy framcwork to ensure that all opcrations are pcrlormcd within tre approved

risk tolerance lcvcls. 'fhcre was no documentcd disastcr rccovcry plan to dcal with loss ol data or

inlormation in casc ol systems lailurc to protcct thc I'l' inlrastructure in thc evcnt of disastcr.

Irurthcr, thcrc is no assurance on thc cffcctivcncss of risk Managemcnt proccss as rcc uircd by thc

provisions of Scction I 58( l) ol Public [rinancc Managcment (County Govcrnments) i{egulations,

20l5.ln the circumstance, thc security and reliability of the company data ircluding thc

Management Inlormation Systcm could not bc confirmcd.

Management Responsc

'l-he managcmcnt regrcts that thcre was lack olrisk managcmcnt policy lramework br,thc time ol

audit proccss. Ilowevcr, the managcment has since been dcvelopcd Risk Managernent Policy

(RMP) that is operational.

Com ittce obscrvation

'l'hc Committcc observcd that thc company did not have a risk policy management lramework

Comm ittcc rccommendations

'l'hc Committcc rccommcnds that-

'l'he accounting officer cnsurcs that thc company has a risk managemr nt policy in

accordancc with thc provisions of Scction 158(l) of I'ublic Financc I\Ianagcmcnt

(Oounty (lovcrnments) Ilcgulations,, 20I5.

I1. Thc qucry be marked as resolvcd.
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PCIIA TER T'OUR

IIF:,I'ORT ON'ttIE AUI)I1'E,D T'INANCIAL STATEMENTS FOR KISUMU W,\TER ANI)

SANI ATION COMPANY LIMITED FOR TTIE YEAR 3OI'II, JUNE, 2O2O

'r'hc overnor lor Kisumu County, II.l') Prof. Pctcr Anyang Nyong'o. appearcc bcforc thc

Committcc on 'l'ucsdey, 28'h Fcbruary. 2023 to rcspond (undcr oath) to audit querics raised in the

rcport of thc Audtor (icncral on financial statcmcnts for the Kisumu Water an,l Sanitation

Company lor thc financial ycar 201912020. l'hc Governor was accompanied by the following

olficers:

(ieorge O. Okongo

Thomas Odongo

Wilson Abicro

Y anzar M. Agwa

Philip Odundo

'l-hc Kisumu Watcr and Sanitation Company is wholly owncd by thc County Govcrnment of

Kisumu.

As disclosed in note l3 of the financial statemcnts, the statcment of financial position

reflcctb a balancc of Kshs. 254,915,333 undertradc and othcr rcccivables which includcs an

amount of Kshs.8,372,163 in rcspcct ol prepaymcnts and dcposits whose supporting

docunlents such as detailcd schedulcs and invoices wcre not provided for audit revie',,v.

Consequently, the accuracy ofthc balance of Kshs.8,372,163 oItrade and other receivablcs

as at 30 June2020 could not be confirmcd.

l Mr

2. Mr

3. Mr

4. Mr

5. Mr

Unsupportcd Tradc and Othcr Rcceivablcs

Mana emcnt llcsponsc:

It is worth noting that pagc 26 of thc Audited financial statcmcnts contain Appendices with

appcndix C dcscribing thc naturc of thc items included as deposits and prepay'ncnts.

Additionally,all thc schcdulcs were provided lor audit rcview, copies are hcreby att.rchcd.

It is not fair for thc Auditor-Gcneral 1o ask for invoiccs of the dcposits yet thcsc were rnostly

paid at the inauguration ol'the Company in 2003. Moreovcr, these are dcposits for utilitics
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that suppo( thc company opcrations and wcrc not cxpenscd in thc ycar undcr revicw.

Wc would also wish to rcitcratc that at no point during thc audit process did the above issue

come up or was quericd as both the managcmcnt lctter and thc Draft Audit report did not

contain the said mattcr hcncc the company was not given any opportunity to respon,l to it

as rcquircd but it only appcarcd in thc final rcpo(.

'l'hc report cqually statcs that thcrc wcrc no key mattcrs to rcport in thc financial ycar r:ndcr

rcvtcw

Com nl ittec Otrscrvations
'l-hc Committcc observcd that thc management had not provided the rclcvant documt nts to

support Kshs.8,372,163 ol tradc and othcr reccivablcs during the audit proccss, horvcver,

suppo(ing documcnts wcrc not providcd to thc Auditor-Gcncral for vcrification duri rg thc

time of audit.

Committce Recommcndations

The Committee rccommends that:

i. Thc company must adherc to Section 9 (l) (e) of thc Public Audit Act,2ll15 of

the submission of requisitc documcnts to the auditor during thc time of audit

and thc Public Financc Management Act,2012 on financial rcporting.

i. The mattcr be marked as rcsolved.

oTIIER MATTE,IIS

Iiutlg ary Controls and Pcrformance.

1.0 Revenuc Analysis

'l'hc statemcnt of comparative budgct and actual amounts for the year cnded 30 Junt: 2020

rcflects final rcceipt budgct and actual on comparable basis of Kshs.894,43 1,758 and

Kshs.194,276,1 50 respcctivcly resulting to undcr-funding ol Kshs. 100, I 55,608 or I l% of

thc budget.

Similarly, thc company expcnded Kshs.684,327,419 against an approve

budget of Ksh s.782,601 ,102 rcsulting to an under-cxpenditurc of Kshs. I 03, I 93,593 or I 3%o of thc

budgef;

ct
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'fhc undcrfunding and underperlormancc affcctcd the planncd activitics and may havc

impacted ncgativcly on the servicc delivery to the pcople.

Managemcnt Response:

KIWASCO applics thc Accrual basis of accounting and lully dcpcnd on own sourcus of

rcvcnuc to financc its opcrations and docs NO'l- rcccivc any appropriations frorr the

National 'l'reasury or County (lovcrnmcnts. 1'his implics that the company can only spend

what it has collectcd. 'l'he 
f inancial year undcr revicw was largcly affectcd by COVII)-19

pandemic that subscqucntly aflcctcd rcvcnuc to thc Company. Most of thc kcy comrrcrcial

accounts werc complctcly shut down or opcrating bclow par, thesc included sc rools,

rcstaurants, hotels and othcr manulacturing entitics likc Kenya []rcwerics rcmained closcd.

'l'hc multiplicr cflcct to managc working capital during thc timc was to minimizc costs/

activitics hcncc thc budgct undcr-cxpcnditurc of Kshs.l03,l93, 593.

'l'he budgctary pcrformancc is thcrclore acccptablc as ovcrall cxpcnditurc arc within thc

budget limits and available resourccs collcctcd in the ycar undcr rcvicw. As can bc obs,:rvcd,

theundcrpcrformancc in revenuc collcction was Kshs.100,155,608 while undcr expcnrliture

as Kshs.103,193,593 which proves that thc company could only spend out of avrilablc

rcsources obtained in the year and could not spend on all planncd activities to slrppoft

scrvice dclivcry ducto the shortlall in revcnue.

NOTE that only csscntial and ncccssary cxpcnditurc wcrc undcrtakcn during this pcriod.

Com m ittcc Obscrvations

'l.hc C mmittcc obscrvcd that hc company rcgistcrcd an undcrlunding of Ksh. 100, l5i ,608 or I l%

olthe budget, in rclation to its budgcted rcvcnues and undcr expcnditure as Kshs. l0-1,193, 593

o

Comm ittee Recommcndations

The Committee rccommcnds that:

Thc Company preparcs rcalistic budget and plans.
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l.

The accounting officcr adhcres to the provisions of regulation 42 (2\ ol'the I'>ublic

Finance managcmcnt (County Government) Ilcgulations, 2015 on cxercising

budgetary control measures.

Thc matter bc markcd as resolved.

REPORT ON LAWFULNESS AND I]FFECTIVENESS IN USE OF I'UBLIC

RESOURSES.

Ilasis of Conclusion

Non-compliancc with National Cohesion and Integration Commission Act, 2008

Revicw of staff cstablishmcnl rccords of thc Company rcvcalcd that thc total numrrcr of

staffoflhrce hundrcd and twcnty eight (328) out of which two hundred and eightl,five

(285) of staffreprcscnting 87oh are lrom the dominant cthnic community of the area

which is against thcNational Cohesion and Intcgration Commission Act, 2008 sectior 7( l)
which states that all publiccstablishmcnts shall scck to reprcscnt the divcrsity of thc pcoplc

of Kenya in the cmploymcnt ofstaff, (2) no public cstablishmcnt shall havc morc then one

third of its staff from thc samc cthniccommunity.

Consegucntly, managcmcnt is in breach of the law.

Managemcnt Rcsponse:

'l'he company is making progress in managing thc cthnicity aspccts of staff which strrod at

92%o in20l9 for thc dominant cthnic community but has improved to the currcnt 877o.

Mana6jcment will strivc to manage this progressivcly to ensurc lull compliance.

Committec Observations

'I'hc C0mmittee obscrved that the company had total numbcr threc hundred and rwenty cight

(328) stafl out of which two hundrcd and cighty fivc (285) of staffrcpresenting 8i'% arc from

the dqminant ethnic community of thc area which is against thesection 7( I ) of the National

Cohesion and Intcgration Commission Act, 2008.

Com nlittee Rccom mendations
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'I'hc Committce recommcnds that:

ii. The board and the accounting officcr to make delibcrate cfforts toward. comliance

with scction 7 (l) of thc National Cohesion and Intcgration Act,2008, which provides

that all publiccstablish ments shall scek to represcnt thc divcrsity of thc peoplc of

Kenya in the cmployment ofstaff, (2) no public cstablishment shall havr morc than

onc third of its staff from the same cthniccommunity.,

iii. The matter be marked as rcsolvcd.

REI'ORI' ON I],I.'FECTIVENT]SS OF INTT]IINAI, CONTITOLS, R.ISK MANA(;I.],MEN'T

AND (;OVERNANCE

Non-Rcvcnuc Watcr Managcmcnt

nre of water production rccords rcvealcd that the Company produced

10,525,356m3 olwater during thc ycar under rcview which howcver diffcrs with the billing

rccords which indicatcsthat 6,666,980m3 of watcr was sold during thc pcriod rcsulting into

unaccountcd for water of 3,858,376m3 which rcprescnls 37%" ol the total watcr produced

rcsulting to unaccountcd I'or watcr(tJIrW) being l2oh abov e the allowable loss of 25%.

er, the monetary loss could not bc computed as an approved tari[f structure \.!as notllowe

availe

Mana

v

d for audit rcvicw.

emcnt Responseo

-l'hc gtobally and industry acccptable tcrm to rcfcr to water losscs is Non-Revcnue $'ater (NRW)

and not Unaccountcd for Watcr (UIrW) sincc thc losscs can bc quantified an<l adequatcly

mcasured. NRW is therclorc a global watcr sector conccrn and a challcnge. -l'hc pcrlbrmancc on

thc same lor thc year undcr rcvicw is above the industry targcl of 25o/o which is thr: ideal targct

that companies are requircd to strive to achicvc. KIWASCO has old dilapidatcd walcr networks

laid during the colonial times and is continuously rchabilitating its watcr nctworks brrt are limitcd

by fiqancial musclc and hcavy investmcnt nccdcd to ovcrhaul old networks. KIWASCO is

currcntly working with various partncrs to help in containing NRW.

llclow are the Non-Revcnue Watcr reduction strategics adoptcd by thc KIWASCO.

Non-R.evenue Rcduction Stratcgy and Implemcntation
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The NRW action plan bclow presents all activities and tasks to be conducted to

manage andreduce NRW in Iine with the strategy:

a) Scnsitizc customcrs on their rolcs in lcak detcction and reporting

b) Conduct nctwork prcssure surveys to inform lcak detection

c) Frequent mctcr servicing, tcsting and calibration.

d) listablishment of a reliablc watcr balance at sub lcvcls (DMAs) and re-

prioritizing N RWactions based on results.

e) Design and establishment ol DMAs for sustainable NRW reduction and managcmcnt

f) E,stablishment and implementing mctering managcment.

g) Prcssuremanagcment.

h) l.,cak Managcmcnt.

i) Strcngthcning thc institutional capacity on NRW Rcduction and Management

ittec Obscrvations

mmittce obscrvcd that

lt

The Non-Revcnuc Water stood at 37%o way abovc the allowablc 25%o prescribed by the

Watcr Servicc Rcgulatory Board (WASRE,B) guidclincs. Thc high Non-Revenuc Watcr is

attributed to old dilapidated nctworks laid in thc colonial times.

'l'hc company provided a stratcgy for reduction ol Non-Rcvenue Water. I'hc stratcgy

encompass customer sensitization on leak dctcction and reporting, conduct network

prcssure survcys, lrcquent mctcr scrvicing, establishment of reliablc water balancc, leak

management and institutional capacity building.

Comm

'l'hc Co

Committcc l{ccom mcnd ations

Thc ommittee rccommcnds that:

The company puts in placc a comprehcnsivc water infrastructurc including

rcplacement of old age dilapidated pipes, installation of smart meters ,br accurate

billing and thc application of Gcographical Information Systcm (()IS) to rcccivc rcal-

time information on bursts and leakages to institute immediatc rcpairs.

d
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[.

lll.

The Company should provide details of both physical and commercial losses and thc

figurcs thc Non-Revcnuc Water in thc subsequcnt audit,

The mattcr bc markcd as unresolvcd and will bc checked on the subsequcnt audit to

ascertain the progress made.

2.0 Non Gazettcment of rcgular tariff adjustment

During the year undcr revicw thc cntity achicvcd a turnovcr oI Ksh.794, 276,150.1 Iorvcvcr,

it was noted that thc last timc watcr tarifl structures lor thc cntity wcrc gazetted \r'as on

24th March,20l7 which covcrcd thrcc (3) financial ycars 201612017,201712018 and

201812019. [:urthcr, no tariff structures approval from thc Water Management Authority

(WASMA) was availcd for vcrification which was an indication that thc prevailing tarifls

wcrc yet to bc gazette. It was thcrcforc not clear which tarills the entity used to cha-gc its

watcr and sewcragc to its customcrs.

Managemcnt Rcsponse:

It is thc responsibility ol thc rcgulator, Watcr Serviccs Rcgulatory lloard (WASRI:l)) to

approye and gazcttc tarifls to Water Scrvicc providers in thc Country. KIWASCO made

the ir submissions as per the sct guidelines within the requircd time lincs on 4'h July 2019 and

acknowledgcd as rcceived by WASREB on 8th July 201 9. I Iowcver. thc process was slopped

duc to the Covid- 19 pandcmic which ncgativcly affcctcd thc watcr scctor couplcd wrth the

rn.uru[", that wcrc institutcd by the govcrnmcnt to contain thc spread olthc pandemic.

'l-hc last tarilf was gazettcd on 24th March 20 I 7 as obscrved by thc auditors which

rcmains inforce until a ncw tarifl is published and Gazctted. -l'hcrcforc, this is the same

APPROVED 1'AI{lFI: that was applied to chargc for watcr and scweragc scrvices. As noted,

the last approvcd tariff datcd 24th March 201 7 was to covcr thc 3 ycars commencinq with

thc financial ycar 201612017, wc cxpectcd our tariffto bc approved by April 2020 but due

to Covid-.l9 all thcsc were suspcnded by thc rcgulator (WASREB) as thcy could nc't hold

the Public consultation excrcisc as requircd by Law bclorc publication and gazetten ent of

thc new tariff. Attachcd hercin arc correspondences and the Intcrim Liccnse Certificat: lrom

thc rc$ulator that allowed the company to lcgally opcratc during the said pcriod.
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Com nt ittec Observation

l'hc Cornmittcc obscrved that the company had not gazette watcr tariflas rcquired by Watcr

Scrvicg Regulatory Board (WASRIII)).

Com mittee Recommendation

The Committee recommcnds that:

i. The company ensures that it Gazettes a new approvcd tariff as required by law

in thc right timc.

ii. Thc matter bc markcd as rcsolved.
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PTECIIA R FIVE,

REPORT ON THE AUDITED F-INANCIAL STATEMENTS FOR KWALE WZ\TER ANI)

SEWERAGE COMI'ANY LIMITED FOR THE YEAR 301'II, JUNF],,2020

'l'he Covernor lor Kwalc County, ll.ll [ratuma Mohamed Achani, appcarcd bcforc tht Committcc

on 'l'uesday, 28th March, 2023 to rcspond (undcr oath) to audit querics raiscd in thc 'cport of thc

Audtor Ceneral on financial statements lor thc Kwale Watcr and Sanitation Companl t,imitcd lor

thc financial ycar 201912020. 
-fhc Covcrnor was accompanicd by:

l. Ms

2. Mr

3. Mr

4. Mr

5. Mr

6. Mr

Sylvia Chidodo

Ilemed R. Mwabuuzo

Bakari H. Sebc

William Jefu

Erick Parmct

Alex Onduko

l. Non-disclosurc of Matcrial Unccrtainty in Rclation to Going Concern

'l'hc Company recordcd a loss of Kshs.27, 397,471 (2019 - Kshs.6, 241,602), which brought its

accumulated loss to Kshs.123,780,892 (2019 - Kshs.96, 383,421). lrurther, thc total currcnt

liabilities totaling to Kshs.3l0, 803,187 excccded total currcnt asscts totaling to Kshs.235,

859,855, rcsulting in a negative working capital totaling to Kshs.74, 943,332. This is rn indication

that the Company may not bc ablc to settle its obligation as and when thcy fall duc.

'l'hc cxistcncc of this matcrial unccrtainty may cast a signilicant doubt on thc Company's ability

to continuc as a going conccrn. l-hc financial statcments havc been preparcd on a grripg conccrn

basis on the assumption that thc Company will continuc to rcceive financial suppr)rt from thc

County Govcrnmcnt ol Kwale, its crcditors and bankers. Ilowever, this material unccrtainty in

rclation to going concern and any mitigating mcasurcs put in placc by thc Company'\ directors to

rcvcrse the undcsirablc prccarious financial position havc not been disclosed in thc notes to thc

financial statcmcnts.
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- County Secretary

- CECM Water Services

- CECM Finance

- Finance Manager

- Managing Dircctor

- CO l:inance

'l'hc Kwale Water and Sanitation Company is wholly owncd by thc County Covernme nt ol Kwalc.



Management Rcsponse:

At prcscnt, l:Y 2021122 thc currcnt liabilitics balance is Ksh.420,946,139 whilc total c.rrrent assets

balance is Ksh.414,887,985 rcsulting into a ncgativc working capital of Ksh.6,05E,154. When

compared to the previous financial statcment (202012021) which rcported negative wo'king capital

of Ksh. 75,158,273 thcrc is a significant improvemcnt. 'l'his implies that the issue of material

unccrtainty of the company to continue as a going conccrn is highly croded implying lhat soon the

company will be ablc to mcet its obligation as and whcn thcy fall duc.

'l'hc company through its own sourccs is invcsting on rcplacing somc olthe dilapidate<t lines which

are prone to leaks and burst to rcducc non-rcvcnuc watcr. The County Govcrnmcnt through thc

Watcr Serviccs Departmcnt providcd support by purchasing l,000pcs watcr mete:'s/ customer

metcrs in form of grant to rcplacc the non-working meters. Another consignme nt of 3,600

customer meters was purchased by thc company through thc WSDP project. 1'hrough lhis initiativc

the cohpany is anticipating to incrcase revcnuc which in turn will significantly crode thc issuc of

going conccrn as it is causcd by high cost olproduction with vcry low turnover.

Committcc Observations

'l'hc Committec obscrvcd that:

i. Thc company was working under ncgativc working capital of Kshs.74, 943,132, making

thc company tcchnically insolvent, and there forc unable to mcct its obligatior s.

ii. Thc County (iovcrnmcnt through thc Water Scrviccs Dcpartment providccl support by

purchasing I ,000pcs watcr mctcrs/ customer mctcrs in I'orm of grant.

iii. Thc company cndeavourcd to providc mitigating measurcs on thc matter which was

attributed to Non-Rcvcnuc Water as a result of dilapidatcd inlrastructurc.

Committcc Rccom mcndations

The Committee recommcnds that:

i. Thc Governor through the County Executive Committcc member for ra'ater ensure

the monitoring financial pcrformance of thc company in linc with Scction 184 of the

Public Financc Managcmcnt Act, 2012.

Thc (iovernor cnsurcs strict compliancc rcgarding rcstrictions on county qovcrnment

investing in thc company in line with Section I84 of thc Public Finance I\lanagcmcnt

Act, 2012.

II
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lv.

Thc ()overnr)r to cnsurc that thc County Exccutivc Mcmber for Finatrcc to be a

mcmber of thc water company as rcquired by thc Watcr Act, 2016.

The company to put in placc comprchcnsive financial mcasures to sustain thc

operations of thc company.

Althoqgh thc Managcment indicatcd that estimates werc based on thrcc (3) months ar:tual reading

averages, thcrc was no cvidencc that the policy was bcing followcd by indicating the thrcc months

prcvious reading avcragc on thc bills.

Consequently, the accuracy, complctcness and validity of water sales totaling to Kshs. l2l, 865,224

rcflected in thc statcment of profit and loss and other comprehensivc incomc lor the y::ar cnded 30

June, ?020 could not bc confirmcd.

Managemcnt Responsc:

At present. thc company has donc close to l00o/o mctcring olall thc known customcr conncctions.

'l'his was possible through supporl of I,000 meters lrom County Governmcnt of Kwllc inform ol

grant and purchasc o13,600 new meters through the WSDP projcct.

Notc: Most of Kwawasco's customer mctcrs arc agcd/ faulty thus rcgisterin.; inaccuratc

consumption whilc othcrs are on complcte mcter stops. '[hc age ol these mctcrs conlributes a lot

to Kwawasco's undcr cstimation of billcd volumcs/ amounts. Due to financial ccnstraints thc

company had no capacity to replace thesc mctcrs in good time.

'l'hc company has for long bccn guidcd by Commcrcial Opcrations l)olicy and Procedurc

guidelincs (SOPs). All cstimatcs arc based on three month avcragc consumption altlrough due to

the inraccuracy of thc mcters and somc complctcly not working, thc e stimatcs scem to bc low or
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2.0 Rcvenuc on Estimatcd Billing

As discloscd in Notc 6 to thc financial statcments, thc statemcnt of profit and loris and othcr

comprehcnsive incomc reflects water sales totaling to Kshs.l2l, 865,224. I Iowever, rccords

indicatted that the Management billcd customcrs an amount of Kshs. 17, 307,604 after actual meter

rcading and Kshs.4, 396,520 on cstimated consumption.



not bcing corrcct, however thc company lollows the policy not to ovcr bill the customcr. -l'he

Company through thc WSDP projcct bought 3,000 meters and is replacing thc non-wo:king meters

on nccd basis that is ilthc onc on the ground cannot be scrviccd.

Com niittee Obscrvations

Thc Committec obscrved that thc company had failcd to providc suppo(ing documenlation on thc

billing to customcrs to the Auditors lor vcrification, in which thc Managemcnt billed ( ustomers an

amourt of Kshs.l7, 307,604 altcr actual mctcr reading and Kshs.4, 396,520 cn cstimated

consumption.

3.0 Unsupportcd Current Liabilitics

As disclosed in Notc 2l to thc financial statcmcnts, thc statement of financial pos tion rcflccts

currcnt liabilitics balance totaling to Kshs.3 10, 803,187. As rcportcd in the previ<'us year, the

balancc includcs trade payablcs balancc totaling to Kshs.230, 284,604 which includes an

unsupported balancc owed to Watcr Serviccs Regulatory lloard (WASRIiB) amourrt of Kshs.5,

982,991 and Coast Watcr Scrviccs Board amounting to Kshs. 180, 463,02 l.

Conscquently, thc accuracy, completencss and validity ol trade payablcs balance ,il Kshs.230,

284,604 as at 30 Junc, 2020 could not bc confirmcd.
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Com mittee Rccom mendations

Thc Committcc rccommends that:

i. Thc Accounting Officcr cnsurcs that supporting documents arc availed to thc Auditor

during audit as requircd under scction 9(l) (e) l'ublic Audit Act, 2015. Antl thc Public

Finance Managemcnt Act,2012 on financial reporting.

ii. The company providcs evidencc and the documcnts on the mitigating me: surcs to thc

Auditor-Ocneral for vcrification within 60 days of the adoption of this report.

iii. Thc Company should have an automatcd billing systcm to ensure accuraty in billing.

iv. Thc qucry be markcd as unresolvcd.



l'hc audit was conductcd in accordancc with Inte rnational Standards ol Suprcmc Audit Institutions

(lSSAIs). I am indepcndent of the Kwale Watcr and Seweragc Company Limitcd M inagemcnt in

accordance with ISSAI 130 on Codc of Ethics. I havc fulfillcd othcr ethical resp<,nsibilitics in

accordance with thc ISSAI and in accordance with other cthical rcquircmcnts ,rpplicablc to

pcrlorming audits of financial statcmcnts in Kcnya. I bclicve that thc audit cvidcncc I Iravc obtaincd

is sulftcicnt and appropriatc to providc a basis lor my qualificd opinion.

Management Response:

KWn WASCO has raiscd thc matter with CWSB in writing concerning the un-rccon;ilcd figurcs

rcsulting from erroncous billing ol l3 borcholcs opcratcd by KWAWASCO; iJcally thcsc

borcholes wcrc to bc operatcd by Coast Watcr Scrvicc lJoard as part olthc Bulk Watcr Supply as

pcr thc Scrvicc Provision Agrccmcnt (SPA).

I"urthcr to thcsc thcrc arc fivc boreholcs namcly Borchole 4,7,C, A and 9 ( opcrated by CWSB),

which serve/ sharcd bctwccn Mombasa Watcr and Sanitation Company and Kwal,: Water and

Sewcragc Company at thc ratio of wate r supply of 60% - 40Yo but the water b ills of thcsc

borcholes arc chargcd 100% to Kwalc Watcr by CWSB furthcr.

In KWAWASCO's records, the 60:40 ratio is reflectcd in order to calculatc the r:orrcct Non-

Rcvcnue Watcr status lor thc company.

'I'hc statement of financial position as at 30 June 2020 reflccts Kshs. 310,803,187 rn respect ol
currcnt liabilitics. 'l'hc balancc includc Kshs. 180,463,021 owcd to Coast Watcr sr:rvice Board

howcvcr thc lloard financial statcmcnts for the year endcd 30 Junc 2020 indic:rtcd that thc

company owcd thc Iloard Kshs. 573,908,861 rcsulting to a variance of Kshs. 393,44:;,840.

Wn SREB amount ksh.5, 982.991 ;

WASREB as the rcgulator in water and sanitation sector is entitlcd to 4Yo of the decla'ed company

revenue from rvatcr salc evcry month. Kwawasco docs not rcceive invoices/bills fro:n WASRIII]

but the WS P computcs the 4%o levy of thc salcs as pcr thc law ga7-ette notice No: I 2l 88. Attachcd

is thc Kenya Gazcttc Noticc in support ol thc 4%olevy on declarcd revcnue and thc lalcst paymcnt

plan betwecn Kwawasco and WASItllU.

Comrh ittee 0bservations
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l'hc Committee observed that:

'fhe company had unrcconcilcd figures and an outstanding and unsupported debt owed to

Water Scrvices Regulatory tloard (WASREB) of Kshs.5, 982,991 and ( oast Water

Scrvices Board amounting to Kshs. 180,463,021 .

'fhe company had sharcd assets with Coast Water Services Board.

Com mittcc Recommendations

I'he Committcc recommcnds that:

i. Thc accounting officer providcs thc requisite documents on the unsupprlrtcd tradc

and payables to the Aud itor-(lcneral for vcrification in accordancc with ;;ection 9 (e)

(l) of thc I'ublic Audit Act,20l5.

ii. Thc Governor cngages the Coast Watcr Scrviccs Iloard and the Intcr-(lovcrnmental

Tcchnical Rclations Committcc (I(;TRC) to scttlc the matter of the transfer of thc

asscts and liahilities.

The qucry be marked as unrcsolved.

Kcy Audit Mattcrs

Key a

the au

udit mattcrs are those mattcrs that, in my professional judgmcnt, are of most significancc in

it of the financial statements. 'l'hcre wcre no kcy audit matters to report in thc year undcr

rcvrcw

Other Matter

l. Iludgetary Control and Performance

'l'hc summary statcmcnt of appropriation - rccurrent and dcvelopment combincd 'eflects final

llt.

budg

totali

rcceipt

7 t7,0'l

d

s budget and actual on comparable basis totaling to Kshs.l8l,702,3'10 ard Kshs. 148,

4 rcspectivcly, rcsulting to an undcrlunding amounting to Kshs.32, 985,296 cr l8%o of thc

1
4c

Similarly, the statemcnt reflccts final cxpenditure budgct and actual on com,rarablc basis

to Kshs.180,162,360 and Kshs. 176, 114,545 respcctively, result ng to an

formancc amounting to Kshs.4,047,815 or 2%o of the budget.undc
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'l'hc underlunding alfccted the planncd activities and may havc impacted ncgativcl., on scrvicc

delivcry to the public.

Managemcnt Rcsponse:

'fhc re4sons as to why the Company did not achieve its targetcd revcnuc was duc to constant powcr

disconnection for non -payment ol KPI-C bills thus aflccting supply lrom bor,:holcs and

disconpection of Ilulk watcr by Coast Watcr Scrvicc []oard cqually aflecting supply t,r customcrs.

Committec Observations

Thc Committcc obscrved that:

i. Thc summary statcmcnt of appropriation - rccurrcnt and dcvclopmcnt combircd reflcctcd

final receipts budgct and actual on comparablc basis totaling to Kshs. l8l, 702,370 and

Kshs.l48, 717,074 rcspcctivcly, rcsulting to an underfunding amounting to Kshs.32,

985,296 or l8%o of the budgct. Similarly, thc statemcnt reflcctcd final cxpenc iture budgct

and actual on comparablc basis totaling to Kshs. 180,162,360 and Kshs.176,114,545

respectively, resulting to an underperlormancc amounting to Kshs.4,047,815 or 2Yo ol the

budgct..

ii. The company had rcvcnuc shortfall which was attributed to disconncction of clectricity

aflecting borcholcs and watcr supply to the customers.

Committec llccom mend ations

Thc Committec rccommcnds that:

i. Thc company makcs rcalistic budgct and plans on their programs to avoid revcnue

shortfalls.

ii. The accounting officcr to adhcrc to Section 42(l) of the Public Finance l\lanagemcnt
(County Govcrnmcnt) Regulations,20l5 on excrting budgctary control rleasures.

iii. Thc managcment initiatcs claboratc mcasurcs for sustaining its obligations with

regard to payment of electricity bills to avoid losses resulting from failurc to supply

water.

l\'. The query be marked as unrcsolved.

2. Unresolvcd Prior Ycar Matters
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In thc audit report of thc prcvious ycar, scvcral issues wcrc raiscd. I lowcvcr, the Manlgcmcnt has

not rcsolved thc issucs or givcn any cxplanation for failurc to adherc to thc provisions,rlthe Public

Scctor Accounting Standards Board tcmplatcs and'l'hc National 'l'rcasury and Planning Circular

relercnce no. AG.4l1613 Vol.l (9) datcd24 Junc, 2020.

Com ni ittee Observations

l'hc Committcc obscrved that prior ycar matters for two ycars had not bccn resolvcd.

Com m ittee Recom mcndations

The Committcc recommcnds that-

i. The accounting officer engagcs the Officc of the Auditor (icncral pursuant to Section

149 (2) (l) of the I'}ublic Financc Managcmcnt Act,2012 and Section l-1 6 (l) of thc

Public Finance Managemcnt (County Govcrnmcnt) Rcgulations,20l5'to rcsolvc thc

prior ycar mattcrs.
Thc Committcc rccommends that the matcr be markcd as rcsolved.II

RTJ,I'ORT ON LAWFULNE,SS ANI) E,FFECTIVE,NE,SS IN USE OF'I'UBLIC RI SOURCES

lla r Conclusion

l. Long Outstanding Payablcs

Tradc and othcr payablcs includcs an amount of Kshs.69,085,930 in rcspect ofother 1:ayablcs, out

of which an amount ol Kshs.46,90 1,828 re latcs to unrcmittcd statutory dcdtrctions. Thc

Managcment indicatcd thal the amount rclating to t'AYIr was in rcspcct o[ pcnal.ics lor non-

rcmittance olPAYl.l bclorc 2019 and provided schedulc olpayment agrccmcnt betwcen thc Water

Company and Kcnya Rcvcnue Authority. I lowcvcr, no cvidence was providcd to indicatc that the

Managcment had cntcrcd into negotiation and a similar arrangcment with other credilors.

foss
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Management Responsc:

Ccrtificatc on the auditcd accounts had not been issucd to Kwawasco by thc officc ol Auditor-

General for two consccutive ycars as thc officc had a change of guard from Dr. Edw:rrd Ouko to

the current Aud itor-Gcncral.



Furthcr, the balancc includcs audit lccs amounting to Kshs.2,820,000 outstanding fc,r morc than

one year, owed to thc Officc of the Auditor-General contrary to Section 4l(l) of the l'}ublic Audit

Act,20l5whichstatcthat,"thefundsolthcOfficcol'thc Auditor-Gcncral shall corrsistofaudit

fees charged at the ratcs prcscribed by thc Auditor-Gcncral."

Management Response:

'lhc issuc of unremittcd statutory dcduction amounting to Kshs. 46,901,828 has bccr rcsolvcd as

per tho agrcemcnt with KRA wherc thc company was instructcd to pay thc principle amount in a

pcriod of onc year. -l.hc management paid thc principlc amount in full, lodgcd a rcque.it on intcrcst

and pcnalties to be waivcd which is in thc process aftcr which the company will be in a position to

gct a tax compliancc ccrtificate. Attachcd arc correspondcncc with KRA and othcr stalutory bodies

and the pay in slips.

Committee Observations

Thc Committee obscrvcd that:

i. -the company had lailcd to rcmit statutory deductions amounting to Ksh.46,901,828., but

an agrccment was latcr madc with Kcnya Rcvcnuc Authority in which the prin,:iplc amount

was paid in lull, but the supporting documcnts had not bccn vcrificd by .hc Auditor-

Gcncral.

ii. '[he company had outstanding dcbt owcd to thc Olficc of thc Auditor-Genera.

Committcc Recom mendations

Thc Committee recommcnds that:

i. The company dcvclops a policy for bad dcbts going forward.

i. The accounting officcr adhcres to thc Rctircmcnt Benefits Act and thc P:rnsions Act,

with rcgard to thc rcmittancc of statutory dcductions and payment of trension and

Scction 22(2)(a) of the l'ublic Financc Managcment (County (i ovcrnment)

Regulations,20I5, which providc that the accounting officer to comply rlith any tax,
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'l'he Management did not provide a satislactory explanation of failurc to scttlc the l,rng ovcrdue

debts. In the circumstanccs, Iam unable to confirm whcthcr Managcmcnt cffectively managed

public resources.



ll

levy, duty, pcnsion, commitments and audit commitments as may bc p rovided by
legislation.
The matter bc markcd as resolved.

2.0 Unaccountcd for Watcr
'l'hc statemenl olprofit and loss and othcr comprchcnsivc incomc lor thc ycar cndcd 3tr Junc, 2020

rcflccts an amount ol Kshs. l2l, 865,224 in rcspcct of watcr salcs. Rcvicw o[ recorls indicatcd

that the Company's total quantity of watcr supplicd and produccd was 3,981,897 < ubic mcters

(mr), outof which only 1,355,469 (34%) cubic mctcrs were billed to customcrs. Th:, balance ol

2,626,428 (66%) cubic mctcrs was unaccountcd lor watcr (UFW). 'l'his is highcr th.rn 25o% Ioss

allowable by thc Watcr Scrvicc Rcgulatory tloard (WASRIIB) guidclincs by 1,551:,940 (39%)

cubic meters. 'l'hc unaccountcd lbr water may havc rcsultcd to loss totaling to Kshs. I00,941,100

bascd on an cstimatcd distribution ratc of Kshs.65 pcr cubic meter aftcr allowing lor the allowablc

25%o loss.

Conscquently, thc Managcmcnt is in breach olthc law.

'l-hc audit was conductcd in accordancc with TSSAI 4000. Thc standard rcquircs that I r:omply with

cthical requirements and plan and perform thc audit to obtain assurancc about ,vhether thc

activities, financial transactions and information rcflected in the financial statenrents arc in

compliance, in all matcrial rcspects, with the authoritics that govern them. I bclicvc that the audit

cvidcnce I havc obtaincd is sufficient and appropriate to provide a basis for my concl.rsion.

Mana$ement Response:

Kwawdsco was ablc to rcduce the NRW levcl lrom 62%o at end of financial ycar 2021 to 57%o by

July 2022, a rcduction of 5o4.

1-hc Company through WSDP is investing in customcr idcntification survey and introduction of a

GIS system to sort out illcgal connections and unmctcrcd connections.

sco is also procuring pipes and fittings to address physical loss through tinrely repairs/

c to rcpair burst. 'l'his is through WSDP tJtility 'l'urn around Framcwork (UT[ ).

Kwaw

rcspon

Commitlec Obscrvation
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Thc Committce obscrvcd that:

'fhe Non-Revenue Water stood at 66%o which is way abovc thc allowable 259ir prcscribed

by thc Water Scrvice Regulatory Iloard (WASRIJIS).

'lhe managcmcnt was taking mcasures to rcduce the Non-Rcvenue Water, including

customer idcntification, introduction of GIS, and procuremcnt of pipcs an,l fittings to

address physical losses.

llt

Comm ittce rccommcndations

The Committce rccommends that:

i. Thc company should put in place an elaborate systcm of infrastructure wit r ncw pipcs

to mitigatc on physical losses, smart metcrs for accuratc billing, a ppropriate

mcasurcs to contain illcgal conncctions and implemcntation of thc Or ographical

Information System (OIS) for detcction of bursts and lcakages to rcdu<c the Non-

Rcvenue Watcr.

ii. Thc Governor should collaboratc with EACC to develop institutional ant.corruption

policy and to cnsurc that pre-emptivc mcasurcs are put into place to redur:e thc cascs

of theft and illcgal conncctions.

iii. The Auditor-(icncral should rcvicw the implcmcntation of thc measurcs J'ut in placc

by the managcmcnt to mitigatc thc matter and providc a report on this query in thc

subsequent audit cycle.

iv. The company to rcport on thc ration for physical and commcrcial losses nnd causcs

for each in subsequent audits.

v he query be marked as unrcsolved.
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CIIAPTER SIX

REPORT ON THE AUDITED FINANCIAL STATEMENTS FOR NYERI WATER ANT)

SANITATION COMPANY LIMITED (NYEWASCO) FOR THE YEAR FNDFD 3O'I'II,

JUNE,2O2O

'l'hc Governor ol Nycri County l]xecutive Ilon. Mutahi Kahiga Mwalimu Edward appearcd

belorc the Committcc on Wcdncsday 22nd November,2022 to respond (under olth) to audit

queries raiscd in the Rcport of thc Auditor-Gcneral on Irinancial Statemcnts for ).lycri Watcr

and Sanitation Company Limited-lor thc Financial Ycar 201912020. IIc was accornpanicd by:

i. Mr. Patrick M. Karinga - Chairman, NYEWA SCO

ii. Ms. Kcziah Nyambura - Managcr, Lcgal NYE,WASCO

iii. Mr. Robert'fhuo - CIICM Finance

iv. Ms. Mcrcy Gathogo - Snr. Officer l"inancc

v. Mr. Kimani Rucuiya - County Attorney

'l'hc Nyeri Watcr and Sanitation Company t.imitcd_is wholly owncd by the Nveri County

Governmcnt.

l'he Auditor-Gcncral rcndercd a Qualificd opinion on thc financial statcmcnts of \yeri Water

and Sanitation Company Limited_for the period undcr revicw.

l Long outstanding tradc and other reccivablcs and amounts due from directors

Thc statemcnt ol financial position and as discloscd in Notcl6 to thc financial statcn ents reflects

tradc and othcr rcccivablcs balance o1 Kshs.237,947.398 as at 30 Junc,2020. Thi, was net of

provision lor doubtful debts of Kshs. 41,940,699 lor thc financial ycar undcr rcview Included in

this balance is an amount ol Kshs. 88,234,692.12 in rcspcct of dcbts which h rs rcmaincd

outstanding over a long pcriod oltimc. Managemcnt has not dcmonstratcd efforts ma'le to rccovcr

thc amount.

Management response

Thc MOH guidelincs on COVID- l9 instructed the water scrvicc providcrs to: 'lemporarily

suspcnd water scrvicc disconncctions, reconnect and rcstorc watcr services lor all residcnts and

provide watcr points in public placcs.
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l-his was thc rcason that thc majority of accounts rcccivablc rcmained unpaid for mrlre than 90

days. Ilurther, thc company inhcritcd a hugc amount of rcceivablcs from the dc unct Nycri

Municipal Council amounting to approximatcly Kshs. 52M as pcr thc financial statem::nts for hall

year ending 3 l't l)cccmbcr. 1998. 'l'his has rcmaincd a significant factor. Whilc recovcry cflorls

havc bcen madc on long outstanding dcbts, Managcmcnt notcs a continuat buildup oln.rn-paymcnt

of water bills as thc country rccovcrs from thc cflccts of Covid- l9 Pandcmic and the currcnt

National and County Govcrnment lcadcrship transition. 'l'his has bccn notcd cspecially with the

National Governmcnt accounts that currently stand at Kshs. 70M.

1'hc Managcmcnt has cmployed thc lollowing approachcs among othcrs in dcbt rccovcry efforts.

a) Sending rcgular automated mcssagc rcmindcrs to customers with outstanding itmounts.

b) Following up with customcrs by issuing to thcm demand lcttcrs. This method is normally

applicd to largc consumers and govcrnment institutions.

c) The Company is in thc proccss of cxploring outsourcing dcbt collcction scrvices liom

liccnscd prolcssional debt collcctors.

d) Thc Company is cnhancing dcbt managemcnt in thc organization through training as wcll

as establishing an active, wcll-rcsourccd dcbt collection dcpartmcnUlunction.

c) Expanding rcvcnue base to cushion thc company against thc stated challcnges.

Com mittcc Observation :

Thc committee obscrvcd

237,947,398 of which Kshs

U.

lll

Com mittcc recommcndation :

Thc managcmcnt pcrforms an aging analysis on thc long outstanding rect ivablcs and

with thc lloard's approval, writc off thc irrccovcrable dcbts in linc with scction 132

(d) of thc I'}F'M (County Govcrnmcnt) Rcgulation,2015.

Thc managcmcnt should cngage a dcbt collcction agcncy to accelcrate thc rccovcry of

the klng outstanding trade reccivahlcs within 60 days from the adoption ol this report.

The Office of thc Auditor-Gcncral to follow up on thc implementa tion of the

managcmcnt's mitigating mcasurcs and rcport back to the committcc on thc samc in

thc subscquent audit cyclc.

Thc query be markcd as unrcsolvcd.

that thc Company had long outstanding debts totalirrg to Kshs

.88,234,692.12 had bccn outstanding lor a long pcriod of time.

ll'.
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Dircct

and ot

2. Amounts duc from dircctors

In addition, includcd in this amount is Kshs. 420,000 to thc board of Directors to att,]nd a Board

Audit Committcc workshop which did not takc place duc to Covid-19 restrictions. The Board ol

rs had not surrcndcrcd thc unspcnt amount at thc timc of thc audit. Conscqucnt ly, thc tradc

cr rcccivablcs balancc of Kshs. 237,947,398 as at 30 Junc,2020 is not fairly s atcd.

Managcment rcsponse

'l'his amount ol Kshs. 420.000 was paid to thc Institute ol Internal Auditors (Kenyt.) - (llA) in

March2020 via chcque No. 141476 datcd 6th March2020 and not to the dircctors.'l'his amount

was lor a Board Audit Committec workshop that was to be held bctwecn 25th Ma'ch and2Tth

March 2020 a1 Mombasa. 'l'hc requcst and approval was donc through intcrnal metno Ref. No.

NWSC/ACllll I 57 l0l 12020 dated 20th lrcbruary 2020.

A noticc lor thc canccllation of thc training was rcccivcd lrom thc institutc of Intcnral Auditors

(Kenya) on l Tth March 2020 due to thc Govcrnmcnt ol Kcnya dircctivc on Covid- | 9 pandcmic

measutcs. This was aftcr thc paymcnt had already bccn made on datc lTth March, 2020.'l'hc

amount rcmaincd part ofothcr receivables at thc cnd of the 2019-2020 financial year

'Ihe amount of Kshs. 420,000 paid to IIA was utilized thc lollowing financial year 2070-2021 and

a rcceipt Q',Jo. 7554) obtaincd for thc same on thc l2th March 2021 .

Com m ittee Observation:

'fhe Committcc obscrved that:

o

h

-fhe company madc a paymcnt ol Kshs. 420,000 to thc Institutc of Intcntal Auditors

(Kenya) - (llA) lor a Iloard Audit Committee workshop which did not takc place duc to

Covid- I 9 rcstrictions.

Thc managcment statcd that thc aforcmcntioncd payment was utilizcd in thc lollowing

financial ycar (2020-2021), and a rcccipt for the samc had bccn attac rcd in thcir

submissions, to thc satisfaction olthe Auditor-Ccncral.

Com m ittec recom mcndation :

ll

The ommittee rccommcnds that thc mattcr bc markcd as rcsolvcd.
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Non-compliance with thc Water Scrvices Rcgulatory Board (WASRE,B) Regtrlations on

Personnel Costs

'l'he statemcnt olprofit and loss and othcr comprchensivc incomc rcflects an cxpcndit.rre of Kshs.

168,372,686 on staffcxpenscs as at 30 Junc, 2020. 'lhe amount rcprcsents about 38.60zr ofthc total

operating expcnditurc of which is highcr than thc rccommcndcd ratio of 30oh in accordancc with

thc WASRlll] guidclincs.'fhc cxccss pcrsonncl costs may negativcly impact on thc Company's

profitability and sustainability of serviccs in thc long run if mcasures arc not put irto placc to

contain thc cost within thc acccptablc lcvcl.

Managcmcnt resp0nsc

1'hc Company operatcd on a non-cost rccovery tariff from 2014 to 2021 lollowing a tariflcxpiry

inthcyear20l3. ln20lTatariff wassuccessfullydevclopcdandgazettcdon l7'hlicr20lTtobc

implcmented in March 2017 but was not implcmcntcd duc to thc prcvailing political r:nvironmcnt

being an electionccring ycar. A Collcctive Bargaining Agrecmcnt (CIIA) covcrinlr thc pcriod

2Ol7-2020 was negotiatcd during thc same pcriod as lrom January 2017 and rcgistcrcd on 25th

Sept 2017. 'l'his CBA rclied hcavily on the tarifL

Personnel costs during the ycar undcr rcvicw was as a rcsult of thc registcrcd ClrA 2017 -2020)

which was pcggcd on thc approvcd tariff. Howcvcr, this tariff was not implemcnted lcading to

rcduccd revenucs.'l'hc Managcmcnt had an obligation to implcment thc rcgistcrcd CIlA, which it

did. 'l'hereforc. thc pcrsonnel costs rcmaincd fixed and wcrc prioritizcd despitc:he rcduced

revcnues. l-his then lcd to low O&M cxpcnditurcs resulting to thc rcportcd high ratio.

Thc Managemcnt e llorts in managing pcrsonncl costs in Iinc with WASREII's proviriions yiclded

somc progrcss towards mccting thc statutory ratios. This cnsured the rate changcd malginally lrom
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Thc Managemcnt continued putting ellorts in addrcssing the situation and managed t:r implcment

a ncw and approved tarilf in April202l. 1'he rcgistcred C[]A was implcmented as cxpected up to

the year 2020. 'l'hc Managemcnt suspendcd CBA negotiations for thc year 2020 awaiting thc actual

implcmentation of a taril'f. l-his was actualized in thc ycar 2021 .'l-he new 2021122 -2023124 CBA

was negotiated, approvcd and implcmcnted in the year 2021.'l'he new 2021-2021 CBA was

negotiated in2021.'l'his was in ordcr to avoid a recurrcncc of this situation.



38%o in the Financial Y car 2019120 to 38.6%o in thc year undcr rcview and finally to 37o/o in thc

Irinancial Y ear 2020121. 'l'his was a notable achicvcment considcring this was the sanc pcriod thc

country was ravaged by thc Covid- l9 pandemic. 'l'his situation led to a rcduction n rcvcnues,

rcduction in opcrations, and O&M cxpcnscs as wcll. '[hc company continucs cnh:rncing staff

wcllare through the ycars dcspitc thc challenges highlighted above. Towards this end, lhc company

converled 99 casuals to 6 months contracts in January 2020 and latcr in July 2021 to two-ycar

contracts. 1'hc company also convcrtcd 23 staff mcmbers who wcrc on a to-ycar contrect to regular

stalfstatus in January 202 I . 'l'he company has also consistently observed thc 5oZ annual adjustment

on staff, salarics. The managcmcnt's cflorts are also seen in thc growth on Pcrsonncl expcnditurc

lrom year to ycar while maintaining thc ratio. Thcsc have grown lrom Kshs. l50m in 2)19 to Kshs.

l68m in 2020.

'l'hc Managemcnt remains committcd to putting cllorts to ensure compliance with .hc law. We

lorcsce the closurc of thc matter during thc lile of currcnt C)ompany's Stratcgy Plan ( ty 2026).

Committec Obscrvation :

'l'hc commiflce obscrvcd tlrat

'Ihe company's pcrsonnel cost totalcd to Kshs. 168,372,686, which rcprcscnlcd 38.6% o1'

thcir total expcnditurc which is 8.6% highcr than thc rccommcnded ratic ol 30Y' in

accordancc with thc WASRlll] guidclincs. 'l'he excess pcrsonncl costs ma r' ncgatively

impact on the Company's prol'itability and sustainability of serviccs.

This qucry was rccurrcnt.

ittee recommcndation:

'I'hc Committcc rccomnlcnds that:

Thc accounting ofliccr of Nyeri Watcr and Sanitation Company Limitcd ensures

compliancc with Rcgulation I I of thc Water Serviccs Rcgulations,,202l t rat requircs

rccruitcd staff are employcd on tcrms and conditions of cmployment app rovcd by its

board of directors, which tcrms and conditions shall comply with thc rvatcr sector

benchmark on pcrsonnel rcmuncration as set by thc Rcgulatory lloard, in line with

the guidelines issucd by the Salaries and Rcmuneration Commission.

II

Comm
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ii. The Company to adhcrc with thc provisions of rcgulation 25( I ) of the Public Financc

managcment (County Oovcrnmcnt) Regulations,2015, establish a lean sllff; and thc

Auditor-General to rcview, and report during the ncxt audit cycle.
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ANNEX I: MINUTES OF TTIE, COMMITTI.]E,



€i::=.,:.=--.
I3.III PARLIAMENT 2II) SESSION

MINUTES OI.' TIIE 'TWENTY I.'IRST SITTING OF THE COUNTY PUBLIC
INVESTMENTS AND SPECIAL FUNDS COMMITTEE WITII THE VIHIGA
COUNTY EXI]CUTIVE TO CONSIDER AUDIT REPORTS ON THE FII,{ANCIAL
STATEMENTS OF'I'I{E AMATSI WATER SERVICES COMPANY LIMITED
FOR tr'INANCIAL YEARS 2OI8/I9, 2OI9I2O,2O2OI2I TIELD ON TUEI;DAY, 1S'I'

MARCII, 2023 IN FIRST FLOOR, VIP LOUNGTi, KT NYAT'IA
TNTERNATTONAL CONVENTION CENTRE (KICC) AT 10.00 A.M.

PRESENT

1. Scn. Paul Karungo 1-hangwa, MP
2. Scn. Godlrey Aticno Osotsi, MP
3. Sen. (Prol.) Tom Odhiambo Ojienda, SC, MP
4. Scn. I-cdama Olckina, MP
5. Scn. William Kipkcmoi Kisang, MI'
6. Scn. Maurcen'l'abitha Mutinda, MI'}
7. Scn. Flamida Kibwana Ali, MP

ABSENT WITTI APOI,OGY

1. Scn. Miraj Abdullahi Abdulrahman, MP
2. Scn. Eddy Gichcru Okctch, MP

SECRETARIAT

r. Yussul- Shimoy
r. IJrick Njogu
r. Kenncdy Owuoth
r. Josphat Ng'enoh
s. Winfrcd Ocholla
r. Patrick Ngenoh
r. Andrew Nyairo
r. Josphat Ng'cnoh
r. John Pcre

I

2

3

4
5

6
7

8

9

M
M
M
M
M
M
M
M
M

- Ag Chairperson
- Chairperson
- Vice-Chairperson
- Membcr
- Membcr
- Member
- Mcmbcr

- Membcr
- Member

- Clerk Assistant II
- Clerk Assistant III
- Iriscal Analyst
- Mcdia Itelations officcr.
- Audio officer
- Procurcment officer
- Legal counsel
- Mcdia I(elations Ollirer
- Serjent-at-arms
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IN ATTENDANCE

A. COUNTY GOVERNMENT OF VIHIGA
1. IIon. W.K Ottichilo - Govcmor, Vihiga County
2. Mr. Ayicgo Ilzekicl - CS

3. Mr. Aggrey Musicga - County Attorney
4. Mr. Annc I)csma - CIICM Watcr and Environmt:nt
5. Dr. Robcrt Kati - Chair - Amatsi
6. Mr. Joscphinc Nyambasi - BOD Amatsi
7. Mr. Wyclille Obuhuma - Director Amatsi
8. Mr. Flarryson Ondulo - Internal Audit Managcr Amatsi
9. Mr. Bota Nyaburi - ICT Managcr
10. Mr. Edward l-uvusi - Ag. Managing Director
I L Mr. Ilcnjamin Otwoko - Director Financc
12. Mr. Wasikc Olesso Protous - I' and SCM
13.Ms. MitchcllStika - MCA Vihiga
l4.Ilon. David Onjiri - MCA Vihiga
l5.llon.'l.irrp I'aul - MCA Vihiga
l6.Ilon. Atsiapa Vincent - MCA Vihiga
17.Mr. NaftaliAgalomba - III'S
B. OFFICE OF TTIE AUDITOR GENERAL
Mr. Mark Gachanja - Auditor

MINNO.SEN/CPICSFII35/2023 PRAYER

Thc meeting was called to ordcr by thc Chairpcrson at six minutcs past ten O'c [ock

followcd by a word of praycr.

MIN NO. SEN/CPICSI-|13612023 ADOPTION OF THE AGENDA

The agenda o[ thc mecting was adoptcd having been proposed by Scn. Pall Karungo
fhangwa, MP and secondcd by Sen. Flamida Kibwana Ali, MP, as follows -

I

2

3

4

Prayer
Adoption of the Agenda
Administration ol-oa1h of witness
Meeting with Vihiga County Exccutivc to considcr thc Auditor Gcneral's Rcporl on
thc Financial Statcments ol'Amatsi Serviccs Company Limited for the Financial
Years 20 1 8/1 9, 2019 120 and 2020121

Any Other lJusincss5

6. Date of the Ncxt Meeting and Adjoumment
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MIN SEN/CPICSFII37I2O23 ADMINISTRATIONOFOATH

Thc II Govemor of Vihiga County took Oath of Witness and tablcd thc Managemcnt

rcspon and supporting documcnts for thc audit rcports of Amatsi Scrviccs Company

l.imi or the Financial Years 2018119, 2019120 and 2020121.

o

MIN O. SEN/CPICSF/I38/2023 MEETING WTTII UIIIGA COT]NI-Y
EXECUIIVE 'TO CONSIDER TTIE AUDTIOR
GI'NERAL'S RETTOR'I' ON THII FINANC-'IAL
STATEMENTS OF AMATSI SER\,ICTS
COMPANY I,IMI'I'I'D I.oR'ITII' f I.NANCIAL
YEARS 2018/19, 201920 AND 2020Dt

The wing queries were considered for the Financial Year 202012L

l. Inaccur
Sales

cies in Cost of Electricity expenditure amounting to
Kshs. 29,5 42,898 was not apportioned.

't'he OnG informed thc

Committcc lhat thc supporting

documcnts wcrc submittcd

latc, howr:vcr thc samc

documents wcrc submitted

latcr and vcr ificd.

'fhc qucry rcmained

unrcsolvcd e s a variancc ol-onc
( 1) millior could not bc

accountcd [r:r.

2. Unsuppc
lncome

ed other The Company received income from
Water Service 'frust Fund who are its

financiers. I Iowever, the signed

Financing Agreemcnt or contract in
support of this funding was not

provided for audit.

'l'he OAC informed thc

Committcc'.hat the supporting

documents were submittcd

late. how,.:vcr thc samc

documents wcre submitted

later and ve:'ificd.

staf fi; lor th,: Company

Inn
cl a

The Co

capacity

noted a

with the

lttcc

llcngc
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'lhc accuracy and complcteness of
Property, Plant and Equipment balancc

of Kshs. 363,209 could not bc

asccrtaincd.

'lhe accuracy and completeness

trade othcr receivables balance

Kshs. 77, 959,654, could not

confirmed.

of
ol
bc

5. UnsupportedTransfer
from the County
Government

3 Inaccu racies in
Property, Plant and
Equipment

'l'he qu(:ry rcmaincd

unresolved

l'hc Commiltcc notcd that thc

OAG did not rcceive

supporling d rcumcnts in timc.

'l'he Commilec directcd thc

OAG to urrdcrtakc physical

vcrification rif all assets of thc

water cor pany and thc

managcmcnl dircctcd to

cooperate.
'l'he OAG informcd thc

Committcc that thc

Managcmcn: did not providc a

policy on provision lor bad and

doubtlul dcb:s during thc audit

howcvcr, a ,lcbt managcmcnt

policy was cevclopcd, and it is
now availirblc for furthcr
rcvicw.

'l'he qu.rry remaincd
u n reso lvcd
'l-he OAG informed thc

Committec 'hat thc supporting

documcnts wcre submittcd

late.

I Iowcvcr, tlicy havc reccivcd

thc schedul,: ol'Kcnya I)owcr

bills supporting Vouchcrs and

thc deliveq notes havc now

bcen provic,ed to support thc

transfcr, hc rcc thc query was

rcsolved.
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4. Inaccuracies in 'I'rade

and other receivables

The accuracy and validity of transfcrs

from thc County Government of Kshs.

21,011,350 could not be confirmed.



Alter delibcration thc Cornmittec rcsolvcd as follows -

a) 'fhc Committce to retrcat and write its rcport on Auditor General's Re;rcrl on the

I.'inancial Statemcnt ol Amatsi Water Services Company Limited for the
Financial yea rs for 2018 I 19, 20 19 120 and 2020 I 2l ;

b) 'Ihe County Ilxecutivc dircctcd to put in placc a legal framework for waler scrviccs
in thc County within 60 days;

c) 'lhc Govcmor dircctcd to cstablish a tasklbrcc to facilitate rcstructurinp o[Amatsi
Watcr Scrviccs Company Limitcd to make itsclf sustaining;

d) 'Ihe Govcrnor to reconstitute thc Amatsi Water Scrvices Iloard of Dircctors to
improvc servicc dclivcry within 60 days; and

e) Officc of thc Auditor Gcncral directcd to confirm and vcrify numbcr of cmployccs
of thc Amatsi Watcr Scrviccs Company t,imitcd (pcrmancnt and tempcrary staff),
the status ol' stafl' establishmcnt and verify the authenticity ol' thc srhcdulc of
paymcnt of thc contract staff paid during thc li'inancial Ycar 2020121 .

MIN NO. SEN/CPICSFII39I2O23 ANY OTHER BUSINESS

'l'hcrc was no other business

MIN NO. SEN/CPICSFII4OI2OZ3 DATEOFNEXTMEETING&AIUOI RNMENT

'l'he Chairpcrson adjourncd thc mccting at one o'clock. 'l'hc ncxt mceling wo.rld be hcld
on Wcdnesday,2'd'March,2023 at l0:00 am.

t3104/2023
SIG D DA't'11

(CTIAIRPERSON: SEN. GODFREY ATIENO OSOTSI, MP.)

Nb
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I31.II I,ARLIAMIINT 2NI) SESSION

MINUTES OFTHE TIIIR'THY FIFTTI SITTING OF THE COUNT} PUBLIC
INVESTMENTS AND SPECIAL FUNDS COMMITTEE WITH THT BOMET
COUNTY EXECUTIVE 'I'O CONSIDER TIIE AUDIT REPORTS ON '[IIE
FINANCIAL STATEMENTS OF THE BOMET WATER AND SANITATION
COMPANY LIMITED l-OR FINANCIAL YEARS 2018/19,2019t20 AN.) 2020/21,
IIELD ON TUESDAY, 12'rtt APRIL, 2023 IN FIRST FLOOR, SIIIMI;A HILLS
IIALL, KICC AT IO.OO A.M.

PRESENT

L Scn
2. Scn
3. Sen
4. Scn
5. Scn
6. Scn
7. Scn

Godfrcy Alieno Osotsi, MP
Lcdama Olekina, MP
William Kipkemoi Kisang, MP
Ilddy Gichcru Okctch, MP
Ilamida Kibwana nli, MP
Maurccn'l'abitha Mutinda, MP
Miraj Abdillahi Abdulrahman, MP

- Chairperson
- Member
- Member
- Member
- Member
- Member
- Membcr

ABSEN'I' WITII APOI,OGY

l. Sen. (Prof.) fom Odhiambo Ojicnda, MP
2. Scn. Paul Karungo'l'hangwa, MP

SECRETARIAT

1. Mr. Yussuf Shimoy
2. Mr. David Angwenyi
3. Mr. IJrick Njogu
4. Mr. Godlrey Nyaga
5. CPA. Kenncdy Owuoth
6. Mr. Josphat Ng'cnoh
7. Ms. Winfred Ocholla
8. Mr. I'>atrick Ngenoh
9. Mr. Andrew Nyairo

- Vice-Chairperson
- Member

- Clerk Assistant I
- Clerk Assistant I
- Clerk Assistant III
- Clcrk Assistant III
- Iriscal Analyst
- Media Rclations offi< cr
- Audio officer
- I)rocurement officcr
- Legal counsel
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l0
l1

Ms
Mr

Il.aisa Mwithi
Matano Kataa

12.Mr. Josphat Ng'enoh
13. Mr. John Perc

IN ATTENDANCE

A. COUNTY GOVERNMENT OF BOMET
1. IIon. Barchoc.K. Ilillary - Govemor
2. Mr. Andrew Kimtai Sigei - CIICM Finance

3. Mr. Erick Chcpkwony - CC) Financc
4. Mr. Solomon Kimcto - CO Water

5. Mr. Frcdrick I{u1o - Ag. MI) BOMWASCO
6. Dr. Benard'l'anui - CI:CM Watcr and Environm,:nt
B. OFFICE OF TTIE AUDITOR GENERAL
l. Mr. Mark Gachanja - Office of the Auditor General

2. Henry.N. Nyandwakc - Director Audit
3. Mr. Mr. George.K. Onkwindi - DAA
C. ETHICS AND ANTI-CORRUPTION COMMISSION
Mr. Patrick Kinoti - Liaison Olficer, I]ACC

MIN.NO.SEN/CPICSFI2I3I2O23 PRAYER
'l'he meeting was called to ordcr by the Chairperson at thirtecn minutes past ter O'clock
followcd by a word of prayer.

MIN. NO. SEN/CPICSFI2I4/2023 ADOPTION OF THE AGENDA
1'he agenda of the meeting was adoptcd having becn proposcd by Sen. Willianr Kipkcmoi
Kisang, MP and secondcd by Scn. Eddy Gichcru Okctch, MP, as follows -

1. Praycr;
2. Adoption of the Agenda;
3. Administration ol-oath of witncss;
4. Meeting with thc County ljxecutivc of Ilomct to consider the Auditor Gencral's

Report on thc financial Statements of Bomct Water and Sanitation C:mpany for
the Iiinancial Years 20 I 8/l 9, 2019/20 and 2020121 ;

5. Any Other Business; and

6. Date of the Next Meeting and Adjournmcnt.

MIN. NO. SEN/CPICSF /21512023 ADMINISTRATION OF OATII
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- Itescarch Officer
- I{escarch Officcr
- Media Rclations Offic::r.
- Serjcant-at-arms



'l'he Govcmor of Bomct County took Oath of Witncss and tablcd thc M,rnagcmcnt

rcsponses and supporting documcnts for thc audit rcports of thc Bomct Watcr and

Sanitation Company Limitcd for thc |inancial Years 2018/19,2019/20 and202r)l2l .

MIN. NO. SEN/CPICSF 121612023 MET]'TING WTIII BOMI'T COI]NIY
I]XECUTIVE'Io CONSIDIiR TTIE AUDITOR
GENERAI,'S REPORT ON TIIE FINANCTAI-
STATEMENIS OF' BOMET WAIER ANI)
SANITA'IION COMPANY FCR TIIE
I.'INANCIAL YITARS 2OI8/Iq aO,9DO A\,D IOMDI

The Following queries were interrogated for the Financial Year 2020121

Obscrvatiolr and
Recommenr lations
'l.hc Cornmittle obscrved thal thc

issuc ol thc bank charges was

adequately ad< resscd.

Thc Comm ttee dircctcd thc

managemcnt t.) opcn a fixed deposit

account ban, accounl for thc
customer deposits so that it accrues

intcrests to ca cr for ledgcr lccs and

with lirniteri access to the

managem ent.

Concern

l. Customer Deposits Thc accuracy and completeness of lhe

customer's deposit balance Kshs. 2,292,989

could not be confirmed.
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REPORT ON THE FINANCIAL STATEMENTS

The Committe:: notcd the customers

deposits werr: borrowcd to pay

salaries but tlc same could not bc

confirmcd by thc Olficc ol thc
Auditor Gener rl (OAG). 'l'he OAG
directed to do :. verification and givc

a status rcport the subscquent audit
cyclc.

Irurther the Committec directed

management to providc a certified
copy of CR 12 to ascertain thc

ownership of thc Company within
sevcn (7) days.

Audit Query

I

I



'I'hc qucry rcr Lnincd unrcsoh'ctl

Thc Cornmillr:c notcd thal the

Company had not establishcd dcbt

recovery strat::gies and measurcs

and directed th:: Covernor to write to
thc Comrnittct on plans to rccovcr
thc samc witl in l4 days. lrurthcr,

OAC dirccted:o verily thc cfficacy
of the mcasurcs and reporl in thc

subscquent aur lit cycle.

Thc Commit:c further dircctcd
EACC to corr "ncncc invcstigations

and lake a closr: look into thc matlcr.

Thc qucry rcrrraincd un rcsolved.

Thc Commi tec observcd that

management did not provide

satislactory rersons lor thc delay in
resolving the i.;sues.

'I'hc qucrv rc raincrl unrcsolvcrl.

Interventions and Resolutions

Flaving considcrcd thc issucs raiscd by the Office of thc Auditor General on ttre l.'inancial

Statements ol-Bomct Water Company Limitcd for thc said Irinancial Years, the Committec

notcd that thc company had scrious managemcnt challcnges as demonstrirted by the

numerous unresolvcd mattcrs and directcd as follows:

The company is owcd Kshs. 203,592,386 and

the amounts continued to grow ovcr time

thcreby raising doubts on their collectability.

2. Trade and Other
Rcceivables

lved Prior
udit Mattcrs

3 Unreso
Year A

As disclosed in the financial statements. some

ol the prior year audit issues remained

unresolved as at 30 June,2020.
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l'he Comrnittec directcd
managcmcnt lr.rm both Kcricho and

Bomct Water ('ompanics 10 cngagc

and comc up with modalitics ol'
settling thc mi ttcr of pending bills
and sharc the sirme to the Cornm ittec

within fourteen (14) days.
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'I'he Governor to take kccn intcrest in the company to ensurc efficiency in its
opcrations and dirccted him to cxecutc the following rccommcndations within 60
days;

2. Rcstructurc its I Iuman Rcsources to tackle thc issue olovcrstaffing and maintain
a lcan and elficicnt staff cstablishment;

3. Restructure its managemcnt; and
,4. Mcasurcs laken to address thc high Non-Rcvenuc Water.
Within 60 days, thc Govcmor to provide a dctailed list of all stalled walcr projccts
within the county, indicatcd measures to bc takcn to complcte thcm as ue ll as their
opcrationalization;
Within 60 days, OAG and thc Parliamentary Iludgct Olficc to prepare l fiduciary
risk analysis rcport, detailing arcas of financial loss and possiblc rccomnrcndations,
lor considcrations by the Senate and for further action;
Ethics and Anticorruption Commission (llACC) to investigate the Oompany's
operations and filc a report bcforc thc Committee;
The County Govcmment in collaboration with thc County Asscmbly to enact a

water legislation to support thc operations of thc water company; and
'[he Governor directcd to engagc his counterpart Govcrnor of Kericho County in
ordcr to amicably rcsolvc thc contcsted pcnding payablcs bctwecn thc tvvo countics
and submit a status rcport to the Committce within l4 days.

MIN. NO. SEN/CPICSFI?I7I2O23 ANY OTHER BUSINESS

'l'hc Committcc rcccivcd and notcd thc contcnts ol a lcttcr from Kcnya Airpcrts Parking
Scrviccs (K-z\I'S) requcsting to rcschcdule thc mccting that was schcduled lbr 'l'hursday,

l3th April, 2023 and thc Committcc acccdcd to thc rcqucst.

MIN. NO. SEN/CPICSFIZI8IzOZ3 DATEOFNEXTMEETING&ADIOURNMENT

'l'hc Chairperson adjourned thc mceting at fiftccn minutes past one o'clock in th,: aftemoon
'l'he next mecting would bc hcld on Wedncsday, 13th'April, 2023 al l0:00 am.

26109/2023
SIGNl]I)

(CHAIRPERSON: SEN. GODFREY ATIENO OSOTSI, MP.)
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131''I PARLJAMENT 2'.-D SESSION

MINUTES OF ]'tIE 'IIIIR'I'Y SECOND SITTING OF TTIE COUN'I} PUBLIC
INVESTMENTS AND SPECIAL FUNDS COMMITTEE WITH TIIE KISII
COUNTY EXECUTIVE TO CONSIDER THE AUDITOR GENERAL'S ITEPORTS
ON THE FINANCIAL STATEMENTS OF TIIE GUSII WATER AND
SANITATION COMPANY LIMITED FOR FINANCIAL YEARS 2018/I ,, 2OI9I2O,
2020t21 HELD ON WIIDNESDAY, 291'rr MARCll,2023 AT THE VIP I,OUNGE,
FIRS'I' FLOOR, KENYATTA INTERNATIONAL CONVENI'ION CENTRE
(Krcc) AT 10.00 A.M.

PRESENT

Godfrey Atieno Osotsi, MP
(Prof.) Tom Odhiambo Ojienda, SC, MP
Ledama Olckina, MP
William Kipkemoi Kisang, MP
Ilamida Kibwana Ali, MI'}
Miraj Abdillahi Abdulrahman, MP

ABSENT WITII APOI,OGY

Sen. Paul Karungo Thangwa, MP
Sen. Iiddy Gichcru Okctch, MP
Sen. Maurccn I'abitha Mutinda, MP

Yussuf Shimoy
David Angwenyi
Erick Njogu

l. Sen
2. Sen
3. Sen
4. Sen
5. Sen
6. Sen

- Chairperson
- Vice-Chairperson
- Mcmber
- Member
- Mcmbcr
- Member

- Clerk Assistant II
- Clcrk Assistant II
- Clcrk Assistant III

I

2

J

.TENDANCE

ichard Momoima Onyonka, MP - Senator, Kisii County

SECRETARIAT

IN AT

Sen. It

Mr
Mr
Mr

I

2

3
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- Mcmber
- Member
- Member



4.

5.

6.
7.

8.

9.
10

ll

N4

M
I\4

M
M
M

r. Godlrey Nyaga
r. Kcnncdy Owuoth
s.ltaisa Mwithi
r. Matano Kataa
s. Lucy I{adoli
s. Winfred Ocholla

- Clcrk Assistant III
- Fiscal Analyst
- Rcscarchcr ofllccr
- Rcscarchcr officer
- I-egal counscl
- Audio olllccr
- Mcdia Rclations Officcr
- Scrjcant-At-arms

Mr. Josphat Ng'cnoh
Mr. John Pcrc

IN ATTENDANCE
A. COUNTY GOVERNMENT OF KISII
l. IIon. Paul Simba Arati - Govcmor, Kisii County
2. Mr. Kenncdy O. Abircha - CECM Irinancc

3. Ms. I-ucy Wachina - MD Gwasco

4. Dr. Otucho Junior Oburc - Chicf of Staff
5. Mr. I)avid Obure - Chair of thc Board

6. Col. (Rtd) Moturi - Gwasco Board Membcr
7. CPA 'l'haddcus Mogesi - Accountant
B. OFFICE OF THE AUDITOR GENERAL
1 . Mr. Mark Gachani a - Officc of thc auditor Gcneral
2. Mr. Wilson Maiyo - Director OAG
C. ETHICS AND ANTI-CORRUPTION COMMISSION
Mr. Patrick Kinoti - Liaison Olficer. IIACC

MIN.NO.SEN/CPICSI'|I9712023 PRAYER
'l'he mceting was callcd to ordcr by thc Chairpcrson at twcnty thrcc minutes pa:it ten
O'clock followed by a word of'praycr.

MIN. NO. SEN/CPICSFII98I2O23 ADOPTION OF THE AGENDA

'l'he agcnda of thc mccting was adopted having been proposcd by Sen. Ilamitla Kibwana
nli, MP and sccondcd by Sen. William Kisang, MP, as follows -

1. Praycr
2. Adoption olthc Agenda
3. Administration ol'oath of witness and 1'abling ol'Documcnts
4. Meeting with Kisii County [ixecutive to considcr thc Auditor Gcneral's Reports on

the Irinancial Statcments of the Gusii Watcr and Sanitation Company l-imilcd for
Financial Ycars 20 I 8/ I 9, 2019120 and 2020/21 .

5. Any Othcr llusincss
6. Date of thc Next Mecting and Adjournmcnt
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MIN. NO. SEN/CPICSI,' I 19812023 ADMINISTRATION OF OATH AND
TABLIG OF DOCUEMNTS

Thc tlon. Govemor of Kisii County took Oath of Witness and tablcd thc M.inagemcnt

rcsponses and supporting documcnts lor thc audit reports ol'Gusii Watcr and Sanitation

Company l-td. lor the Irinancial Ycars 20 I 8/ I 9, 2019120 and 2020/21 .

MIN. NO. SEN/CPICSI"- / 199 12023 MEE'I'ING WIT}I KISII I]OUN'I'Y
EXECUTIVF] TO CONSIDEII TIIE
AUDITOR GENERAL'S REPOR'I'S ON
TIIE F'INANCIAL STATEMENTS OF TIIE
GUSII WATER AND SANITATION
COMPANY LIMITED FOR I.-II.{ANCIAL
YEARS 2018/19,2019120 AND 2021/21

The Following queries were interrogated for the Financial Year 2020121.

'fhc office of thc Auditor Gcncral rendcred a Qualified Opinion on the lbllowirrg basis -

The accuracy of cash generated flrom/

(used in) operations comparative amount

of Kshs. 6,408,700 could not bc confirmed

lnaccuracies in thc
Statcmcnt of Cash Flows

t
'l-hc Officc of thc Auditor
(lencral (OrrG) inlormcd the

mccting that hc Journal Vouchcr
had bcen prr'vidcd and that the

mattcr woulc bc rcsolvcd in thc

ncxt financill ycar oncc thc

I'inancial Sta'emcnt arc amcndcd

accordingly.

'l'he Comm i tcc noted that thc

mattcr was or:casioned by serious

accounting ornissions and raiscd

conccrns on thc capacity the

financc depammcnt ol thc watcr

company.
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I



Ilowcvcr. thc committcc notcd

that somc r,:medial mcasurcs

wcrc bcing tal.cn to mitigate thc

mattcr and dir,:cted thc Olficc of
thc Auditor ( icneral (OAG) to
vcrily and repr,ft 6n their cfficacy

in thc subsequcnt audit cyclc.

Thc qu( ry remaincd
unrcsolved.
Thc OAG informcd thc

Committcc t rat the schedulcs

werc provided but thc

explanatory notcs wcrc not

providcd.

]'hc Committce directcd thc

managemcnt to providc all thc

ncccssary c:;planation to thc

OAG, who v,'ill thcrcaltcr do a

vcrification a:rd provide a status

update in th,: subscqucnt audit

cyclc.

Thc qui)ry
unrcsolvcd.

remaincd

2 Inaccuracics in the
Statement of Comparison
ofBudget and Actual
Amount

Thc accuracy and completeness of thc

statement of comparison of budget and

actual amounts for the year under review

could not be confirmed.

3. Share Capital The sharcs of the Company are still owned

by the dcfunct l-ocal Authorities and had

not been translcrred to and paid for by thc

two County Government of Nyamira and

Kisii.

Thc OAG inlormcd the

Committcc t rat thc sharcs had

not becn tr,rnslerrcd and that

sharcholding still in thc [,ocal

dcl'unct Auth rritics.

Thc Comm ittce directcd the
Governor to havc an

engagemcnt with h is

counterpart in Nyamira
County antl cnsurc that thc
transfcr fiom thc defunct
authorities to the County
Governmen :s was done.
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'l'he rcgularity of the expenditure of Kshs,

3,352,165 on Directors' emoluments

could not bc confirmed.

I rrcgula r llaymcnts of
l)ircctor's Emolumcnts

4

an undcr-funding of Kshs.l 12,362,300 or

34o/o of the budget and undcr-expenditure

of Kshs. 121,175,000 or 3l% of the

budget affected the planned activities and

may havc impacted ncgativcly on service

dclivery on the public.

5. Iludgctary Control and
Pcrform ancc

6. Unrcsolvcd Prior Ycar
Matters

-l'he managcment had not resolved the

issues or given any explanation for failure

to adhere to the provisions of the Public

Sector Accounting Standards and Board

templatcs.

1'he management was in brcach of law and

thc regularity of the cxpcnditure of Kshs.

778,300 spcnt on the software and Kshs.

411,700 incurred on the computcr repair

could not bc confirmed.

'l'he managcment was in breach of the

Law lor not remitting Kshs.15,012,325

rclating to outstanding pension and

8. Non-remittancc of
statutory deductions

'l'he Govcrnor admittcd that this
was a flraud t,y thc staff ol thc

watcr coml:any and thc

Committcc dircctcd EACC to
commcncc inr :stigations into thc

mattcr and r,:port back to thc

Committec within 60 days.

The qu( ry remaincd
unrcsolvcd.
'l'hc OAC inlormed thc

committec th rt the County had

put in place somc mitigating
mcasurcs. l'hc Committcc

dircctcd OA(i to vcrily thc

measures an,l rcport on thcir
cfficacy in thc subscquent audit

cyclc.

'l'hc qu,:ry rcmained
unrcsolved.
'l'he Committcc observcd that

managemcnt has madc

progresses to cnsurc compliancc

on the unresolved prior ycar

mattcrs.

'Ihc qucry tc bc revicwcd in thc
subsequcnt :.udit cyclcs
'l'hc Committcc dirccted IIACC
to commcnc:: investigations on

the matter with a vicw to rccovcr

any moncy that might havc

misappropriated.

The qucry
unrcsolved'
'l'he OAG confirmed

Committcc that thcy

rcmaincd

to the

vcrified
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provident funds deducted and other

remittances.

9. Long Outstanding Agcncy
Accounts

'l'he aging analysis in support of the

agency account balance revealed that

creditors with a total amount of Kshs.

36,222,699, that is 8l%" of the total

balance had bccn outstanding.

10. Non-Revcnuc Watcr
(NRw)

the Company produced 3,899,123 cubic
metcrs of water out of which 1,618,289

wcre billcd to customers; the balance

approximatcly 58% ol the volume
produced represcnts the Non-Revenue

Water, which is 33oZ above the allowable
loss of 25%.

paymcnts rrradc

managcmcnt.

bv the

The Committee observcd that

managcmcnt has madc stridcs

and dircctcd trc managcment to

settle thc balarrcc.

Thc qu( ry rcmaincd
u n resolved
'[hc Commit.ec observcd that

managcment had made efforts to

settlc thc balancc and

managcment was to apply for
waiver ol pcn rltics.

Thc Committcc dircctcd OA(l
to revicw t rc status of thc
paymcnts an I othcr mitigating
measurcs p,lt in placc to
address thc r ratter and providc
a status rptlatcd in the
subscqucnt a udit cyclc.

'l-hc Cornmitrcc noted that thc

non-rcvcnuc ',r'atcr was quitc high

al 58% o: Ld dircctcd thc
managcmcnr to submit a

comprchcnsive plan within 14

days on the mitigating
measurcs lrut in placc to
address the mattcr. OA(] to
verify the m{:asures and rcport
on their efficacy in thc
su bseq ucnt rr udit cyclc.

t04 lPage

I



Other interventions and resolutions

'l'he Committcc rcsolvcd 1o -

i. Considcr thc writtcn managcment responscs for thc Auditor Gencral's lteports on

thc Financial Statcmcnts of thc Gusii Watcr and Sanitation Company t,imited lor
thc Irinancial Ycars 20 18/19 and 2019120 during its rcport writing;

ii. Ilthics and Anti-Corruption Commission (EACC) requcstcd to submit a preliminary
re,port on thc ongoing invcstigations into thc allegcd fraud cases of the following
matters within Scvcn (7) days;

a. Irregular Paymcnts of I)irectors' llmolumcnts;
b. Irregular Procuremcnt of Computer Softwarc and Repair Works; ,md

c. Irregular Acccss to thc Company's Data by Software I)rovider.
iii. Secrctariat directcd to preparc a legal brief on intercounty ownership of

invcstmcnts and options for separating the ownership.

MIN. NO. SEN/CPICSF/2OOI2O23 ANY OTHER BUSINESS

l-here was no other business.

MIN. NO. SEN/CPICS F I 2OI 12023 DATE OF NEXT MEETING & AIUOURNMENT

Ihe Chairperson adjourned the mccting at onc minute past one o'clock. -l-he nt:xt meeting
would be held on 'l-hursday, 30'h'March, 2023 at 8:00 am.

19t04t2023
SIGNEI) DATE

(CHAIRPERSON: SEN. GODFREY ATIENO OSOTSI, MP.)
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I3TI' PARLIAMENT 2ND SESSION

MINUTES OF THE TWEN'TIETII SI'ITING OF TIIE COUNTY PUBLIC
INVESTMENTS AND SPECIAL I..UNDS COMMITTEE WITH TIIE COUNTY
EXECUTIVE OT- KISUMU 'TO CONSIDER REPORTS OF THE AUDITOR-
GENERAL ON 'T}IE FINANCIAL STATEMEN'I'S O}''ITIE KISUMT WA'TER
AND SANITATION COMPANY LIMITED FOR FINANCIAL YEARi 2OI8/I9,
2019t20, AND 2020/21 IIELD ON TUESDAY,2ST'rr FEBRUARY,2023 IN FIRST
FLOOR, VIP LOUNGE, KENYATTA INTERNATIONAI, CON',/EN'I'ION
CENTRE (KrCC) AT r 1.00 A.M.

PRIiSENT

1

2

.,

4

5

6

l
8

Scn
Scn
Scn
Scn
Sen
Son
Scn
Scn

Godlrcy Atieno Osotsi, MP
(Prof.)1'om Odhiambo Ojicnda, SC, MP
I-edama Olekina, MP
William Kipkemoi Kisang, MP
Paul Karungo Thangwa, MP
Iiddy Gichcru Oketch, MP
Maurccn Tabitha Mutinda, MP
Flamida Kibwana Ali, MP

- Chairperson
- Vice-Chairperson
- Member
- Member
- Membcr
- Mcmber
- Member
- Member

ABSENT WITH APOLOGY

Sen. Miraj Abdlllahi Abdulrahman, MP

SECRETARIAT

- Member

l. Mr
2.Mr
3. Mr
4. Mr
5. Ms
6. Mr
7. Mr

Yussuf Shimoy
David Angwenyi
Iirick Njogu
Kennedy Owuoth
Raisa Mwithi
Matano Kataa
IIillary Kipkorir
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- Clerk Assistant II
- Clerk Assistant II
- Clerk Assistant III
- Fiscal Analyst
- Researcher officer
- Researcher officer
- Legal counsel



8. Ms. Winfrcd Ocholla
9. Mr. I'atrick Ngcnoh
10. Mr. Josphat Ng'enoh
I l. Ms. Winlrcd Ocholla
12. Mr. Benard Marwara

IN ATTENDANCE

A. COUNTY GOVERNMENT OF KISUMU
l. Ilon. Pctcr Anyang' Nyong'o - Govemor, Kisumu County
2. Mr. George O. Okongo -CECMFinanccEmnunicPlaningtrdlcf
3. Mr.'fhomas Odongo - MD Kiwasco
4. Mr. Wilson Abiero - Co -liinancc Economic Planning an<l IC I
5. Mr. Evans Oticno - Admin Car and Mortgage
6. Mr. Danicl Okutah - Admin Kisumu County Education Fund
7. Mr. Nicholas Moscti - Kiwasco
8. Ms. Alicc Agcr - Africities Coordinator
9. Mr. Yanz.ar M. Agwa - CECM Wcccnr
10. Ms. Kcziah Okoth - Director Accounts
I l.Mr. Japheth O. Orwa -|tu:rdAccoturtartKisurnuCourtylldrcdiorF'urd
12. CPA Godfrey O. I)icnya - Dircctor Audit
13. Mr. Charles Omollo - Projcct Cordination
14. Mr. Moscs Ogcda - City IJnginecr
15. Ms. Percsia Omino - City I;inance Offlcer
16. Mr. Philip Odundo - Chief officer
B. OFFICE OF THE AUDITOR GENERAL
Mr. Mark Gachanja - Liaison Officer, OAG

MIN.NO.SEN/CPICSFIIZ9I2O23 PRAYER
'lhc mceting was callcd to ordcr by the Chairperson at fiftccn past elcven O'clrck
followed by a word ol-praycr.

MIN. NO. SEN/CPICSFII3OI2O23 ADOPTION OF THE AGENDA

'I'hc agenda ol'the mceting was adoptcd having becn proposed by Scn. Willirm Kisang,
MP and scconded by Sen. Ledama Olekina, MP, as follows -

Prayer
Adoption of thc Agcnda
Meeting with the County Executivc of Kisumu to considcr the followine matters:
i. Kisumu Water and Sanitation Company Limited for Irinancial Years 2018/19,

2019120 and2020/21;

I

2

3
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- Scrjeant-at-arms



ii. Auditor Gcncral's Rcporl. on the Irinancial Statcrnents of the Kisumu (lounty Car
and Mortgagc Schcme Fund fbr Irinancial Years 20 I 8/ I 9 . 2019120 an'7 202012;

iii. Responsc on the Auditor Gcneral's Rcport on thc Financial Staterrcnt of the
Kisumu County Ilducation Fund lbr thc Ycar cnded 30th lune,202l;

iv. Rcsponsc on the Auditor Gcneral's Reporl on thc Financial Statenent of thc
Kisumu County Covid-lg limergcncy Rcsponsc Irund lor thc Year:ndcd 30th

Junc,202l;
v. Responsc on thc Auditor Gcncral's Rcport on thc Financial Statenrent of thc

Kisumu Urban Projcct (l'}rojcct Advanced Account) - CKII 1035.01.G for thc
Ycar ended 30tl'Junc, 2020;

vi. Thc list of projccts fundcd by World Bank and Kenya Urban Suppor project in
Kisumu Counly and the amount of funds involvcd;

vii. Dctailcd Inlormation on Kisumu 42 venturcs Limitcd;
viii. Inlbrmation on thc amount olmoncy the County uscd in Afri-Citics ( onvention

Ccntrc and thc Afri-Citics Confercncc that was held in Kisumu Courty;
ix. Inlormation on the Kano Ricc Projcct;
x. Any grants rcccived by the County for the devclopment ol Kibuyc rnarket and

the Kcnyatta Sports Ground and thc Funds reccived by thc I-akc Region Bloc;
and

xi. Contract bctween thc County Government of Kisumu and Oasis Do:tors Plaza
on thc lcasing ol Victoria Anncx I Iospital.

4. Any Other Busincss
5. Datc of thc Ncxt Mceting and Adjournmcnt

MIN. NO. SEN/CPICSFII3IIZOZ3 ADMINISTRATION OF OATH

'l'hc IIon. Govcmor of Kisumu County took Oath of Witness and tablcd thc Managemcnt
responses and supporting anncxturcs on the lollowing -

u.

llt.
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Itcports of thc Auditor-Gcneral on the Irinancial Statcmcnts of the Kisumu Water
and Sanitation Company Limitcd for Financial Years 2018/l9,2ttl9l20 and
2020t21;
Ileports of the Auditor-Gcncral Report on thc Irinancial Statemr:nts of thc
Kisumu County Car and Mortgagc Schemc Fund lbr Financial Yea:s 2018/19,
2019/20 and2020121:
Rcport olthc Auditor-Gcneral on the Irinancial Statcment of the Kisumu County
Education Iiund for the Ycar cndcd 30tl' Junc,202l;
Rcport of thc Auditor-(icncral on thc Irinancial Statcmcnts of t:re Kisumu
County Covid- 19 Emergcncy I{esponsc Irund for thc Ycar endcd 3Oth .lune, 2021 ;

Report of thc Auditor-Gcneral on the Irinancial Statcments ol'the Kisumu Urban
Projcct (Projcct Advanccd Account) - CKII 1035.01.G for the Ycar cndcd 30tr'

Junc, 2020;



I

vll.l...t
vlu. 

I

Ilx.t
x.l

I

Ixl.l

Thc list of projccts funded by World llank and Kcnya Urban Supporl project in
Kisumu County and thc amount ol'funds involvcd;
Dctailcd Information on Kisumu 42 ventures Limited;
Information on thc amount of moncy the County used in Afri-Cities ( onvcntion
Ccntrc and thc Afri-Cities Confcrcncc that was hcld in Kisumu Counly;
Information on thc Kano I{icc Projcct;
Any grants rcccivcd by thc County for thc dcvelopmcnt of Kibuye rrarkct and
thc Kcnyatta Sports Ground and the lrunds rcccivcd by the Lake Reirion Bloc;
and
Contract bctwcen the County Govemment of Kisumu and Oasis I)or:tors Plaza
on the lcasing of Victoria Anncx Ilospital.

l'hc Officc ol' thc Auditor-Gencral indicatcd that thc County (lovcmmcnt madc late
submissions ol-managemcnt rcsponscs and supporting documcnts for the audit reports ol
thc Kisumu Watcr and Sanitation Company I-imited for Irinancial Years 201811'),2019120
and2020l2l and thus auditors had limitcd timc to carry out the vcrification.

M IN. NO. SEN/CPICSb' / 132/2023 MEETING WITII T}IE COUNTY DGCUTIVE
OT' KIST]MU TO CONSIDER THE FOLTOWING
MATTERS

Reports of the Auditor-General on thc Financial Statements of thc Kisurnu Water
and Sanitation Company Limited for Financial Years 2018119.-2019/20 an'12020121.

The Following queries were interrogated for the Financial Year 2020/21

Unsupported
Propcrty, Plant and
Equipment

I 'l'hc assct register maintained by thc

Managemcnt was not update d with
assct idcntification number, location,

cost, depreciation rate, accumulated

dcprcciation, and depreciation chargc

for the ycar and book valuc ofthe assct

among others.

'l'hc Committcc not,:d that the County
(iovcrnmcnt had surmittcd an updatcd

assct rcgislcr. IIowe,rcr, the Committcc
lbund thc inlormati rn submittcd to bc

inadcquatc and dircc':d that within sevcn

(7) days lrom thc dat.: of the mccting. thc

County (iovcrnmcn prov idcs adcquatc

inlormation to thc Ol'ficc of thc Auditor-
(icncral lor vcrificat on.

[Jpon vcrification, I)AC to providc a

status updatc on t.he mattcr to the

Commitlcc within sr vcn (7) days.

Qucry rcmained u rrrcsolvcd
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REPO ONL

2. Unsupportcd
Provision for bad
debts

3. Non-Compliance with
the I'ublic Sector
Accounting Standards
Board Requirements

l'hc basis for provision for bad debts

was worth Kshs. 48,986,667 not

supported givcn that most of the

customers are schools. Thc duration the

debts had outstanding was not

disclosed as well thc measures takcn to

collcct them.

'l'he watcr Company had Non- Revcnue

Watcr of 3,072,699 cubic mctcrs, that

is 3l% of thc total watcr produced

resulting in an cstimated loss of Kshs.

17, 848, 244 at a rate ol Kshs. 30 per

cubic mcter.

'l'hc Comm ittee lotcd that thc

managemcnt had mad,: cllorts to rccovcr
somc dcbts. I lowcvcr. thc recovcrcd and

outstanding amounts cmaincd unclcar.
'l'hc committcc, witt in sevcn (7) days

lrom thc datc olthc rrccting, dircctcd thc

managcmcnt submit 'c thc Committcc a

rcport with a clear rrcakdown ol thc

recovcred and outstar Cing debts.

Qucry rcmaincd unlcsolvcd
LNESS AND EFF'EC'I'IVENESS IN USE OF PUBLIC IiESOURC S

Thc committcc dircctcd thc
managemcnt t<l use thc new templates
going forward.

Qucry was considcrc.l rcsolvcd
'fhc OAG conf irmcd that thc

Managemcnt had pr rvidcd an accounts

rcgistcr with bank r:onfirmation lctters
and vcrificd.

4. Lack ofllank
Accounts Rcgistcr

5. Non-compliance with
thc Law on Non-
revenue Watcr

'l'hc Committcc cor sidcrcd

rcsolvcd.

the qucry
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Thc watcr company failcd to adhere to

the provisions of the Public Sector

Accounting Standards Board (PSASB)

te mplates.

'l-he Company did not maintain a

rcgistcr of bank accounts, contrary to
Section 87 (3) of the Public Finance
Management (County Covernments)

Regulations, 20 I 5 which requires each

public entity to maintain a register on

bank accounts. Although eight (8)

accounts were disclosed in the financial
statcments, it was not possible to

confirm that thesc wcre the only
accounts operatcd by thc Company.

Thc comm ittee notcd that thc

Management had rrot rcccived new

tcmplates at the timc of audit but has

sincc acquired them.

'l'hc committcc obst rvcd that thc Non-
Rcvcnue Watcr er ceedcd thc scctor

bcnchmark of 25Yo as pcr thc Water

Services Regulatory Board (WASII[JI))

Guidclincs.



The Following queries were interrogated for the Financial Year 2019/20

-fotal receivables balance as per the

financial statcments was Kshs.

254,915,333 out of which Kshs. 8,372,

163 denotcd prepaymcnts and deposits.

I-lowcver, supporting documcnts such

as dctailed schedules and invoiccs lor
the dcposits wcre not providcd for audit

rev icw.

l. Unsupported Tradc
and othcr Rcccivablcs

'fhe Committcc noted that thc

rcccivablcs had renraincd outstanding

over a long pcriod and directcd the

managcment top pul in placc rccovery

measurcs. OAG to vcrily thc

clfectivencss of the rneasures and rcport

on thcir cflcctivcncs' in thc subscqucnt

audit cyclc.

'l-hc Committcc rcsolved to considcr writtcn managcment responscs lbr the .lucries not
considercd during thc mccting. Iiurthcr, thc Committcc to cngagc the County (rovemmcnt

in thc cvcnt any item in thc responsc bccamc unclear.

MIN. NO. SEN/CPICSFII33IZO23 ANY OTHER BUSINESS

-Ihcrc was no other busincss

MIN. NO. SEN/CPICSFII34I2O23 DATEOFNEXTMEETING& AIUOLRNMENT

'I'hc Chairperson adjourncd the meeting at half past two o'clock. 'l'he next mer:ting would
be held on Wcdncsday, 2nd' March ,2023 at l0:00 am.
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Thc committcc dircctcd thc
managcment to put in placc measurcs

to tackle the Non-Revcnuc Water, that
is both thc physica and commcrcial
losscs. OA() to verifl the measurcs and

rcport on thcir cfl'cctivcncss in thc
subscquent audit cyr:lc.

Observation and Re :ommendationsConcernAudit Query



2610912023

(CHAIRPERSON: SEN. GODFREY ATIENO OSOTSI, MP.)

1:.2 | P a g e

SIGNED: DATE:



jEi,-,=..:.

I3'II PARI,IAMENT 2NI) SESSION

MINUTES OI,' TIIIi 'IIIIRTY I,'IRS'I SITI'ING OF '[IIE COUN'IY PUBLIC
INVESTMEN'I'S AND SPECIAI, FUNDS COMMITTEE WITII TIIE KWALE
COUNTY EXECUTIVE TO CONSIDER AUDIT REPORTS ON THE FII.{ANCIAL
S'TATEMENTS OI.' 'I'HE KWALE WATER AND SIiWERAGE C.:)MPANY
LIMITED FOR FINANCIAL YEARS 2OI8II9, 2OI9I2O, 2O2OI2I HELD ON
TUESDAY,23IIIMARCII,2023IN FIRST FI,OOR, VIP LOUNGE, Kf NYATTA
TNTERNATTONAL CONVENTION CENTRE (KICC) A1' 10.00 A.M.

PRESENT

1. Scn
2. Scn
3. Scn
4. Scn
5. Sen
6. Scn
7. Scn

Godfrey Atieno Osotsi, MP
Ledama Olekina, MP
William Kipkemoi Kisang, MP
Eddy Gicheru Oketch, MP
Maureen ]'abitha Mutinda, MP
Hamida Kibwana Ali, MP
Miraj Abdillahi Abdulrahman, MP

- Chairperson
- Membcr
- Membcr
- Membcr
- Member
- Membcr
- Membcr

ABSEN'T WITII APOLOGY

IN AT

Scn. (Prof.)Tom Odhiambo Ojienda, SC, MP
Scn. Paul Karungo Thangwa, MP

TENDANCE

Sen. Raphael Chimera, MP

SECRETARIAT

1. Mr. Yussul- Shimoy
2. Mr. David Angwcnyi
3. Mr. Iirick Njogu
4. Mr. Godfrcy Nyaga

- Vice-Chairperson
- Mcmbcr

- I;riend of thc Committee

- Clerk Assistant II
- Clerk Assistant II
- Clerk Assistant III
- Clerk Assistant III

I
2
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5.

6.
7.

8.

9.
l0
il

M
M
M
M
Ms.
.Mr
Mr

r. Kenncdy Owuoth
s. I{aisa Mwithi
r. Matano Kataa
s. I-ucy Radoli

Winfrcd Ocholla
Josphat Ng'cnoh
John Pere

- Ii'iscal Analyst
- Rescarcher olficer
- I{escarcher officcr
- Legal counscl
- Audio officer
- Media Relations Offlcer
- Serjcant-at-arms

IN ATII'NDANCE

A. COUNTY GOVERNMENT OF KWALE
1. I lon. Iratuma Achani - Govcmor, Kwale County
2. Ms. Sylvia Chidodo - County Secrctary

3. Mr. Hcmcd R. Mwabuuzo - CECM Watcr Serviccs

4. Mr. Bakari IL Scbc - CECM Finance

5. Mr. William Jclu - Irinance Manager

6. Mr. Erick Parmct - Managing I)irector
7. Mr. Alex Onduko - CO lrinancc

8. Mr. Abbas Ngcndo - P. Accountant
9. Mr. Stcvcn Safari - Internal Auditor
10. Mr. Joshua Mdoc - COS

TURKANA COUNTY ASSEMBLY
I-lon. I'hilip llkuwam - Deputy Spcakcr

IIon. Ilwci Michacl - Membcr of thc County Assembly

Hon. Mary Nakapwan - Membcr of thc County Assembly

Hon. Samuel Aliwo Iilimlim - Mcmbcr of the County Assembly

Mr. Patrick'I'iuko llng'cri - I)ircctor Lcgislativc Services

Ms. Rosclinc Aite Onakuta - I)eputy Dircctor Lcgislativc Scrvict:s

Mr. Lokwcc Jacob - Principal Clcrk Assistant

OFFICE OF THE AUDITOR GENERAL
Mark Gachanj a - I-iaison Officer, OAG

D. ETHICS AND ANTI-CORRUPTION COMMISSION
Mr. Patrick Kinoti - Liaison Officer, tiACC

MIN.NO.SEN/CPICSFII9II2O23 PRAYER
'l'he mecting was called to ordcr by the Chairperson at twenty nine minutes pait ten

O'clock lollowcd by a word of praycr.

B

l.
2.

4.

5.

6.

7.

C
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MIN. SEN/CPICSFII92I2O23 ADOPTION OF THE AGENDA

'fhc a enda of thc mccting was adoptcd having bccn proposed by Scn. Willit m Kisang,
MP an sccondcd by Scn. I Iamida Kibwana Ali, MP, as follows -

Prayer
Adoption of thc Agcnda
Administration oloath of witness and Tabling of Documents

Mecting with Kwalc County Exccutivc to considcr the Auditor Gcncral'li Report on
the Financial Statements of Kwale Water and Scwerage Company Ltd. For thc
Financial Years 20 I 8/l 9, 2019120 and 2020/21.
Any Othcr Business

Date of thc Next Mecting and Adjournment

MIN. NO. SEN/CPICSI.f I93/2023 ADMINISTRATION OF OAI II AND.tABLING OI.' DOCUM IiNl'S

'fhc n. Governor ol'Kwalc County took Oath ol'Witncss and tablcd the Managcmcnt

respo ses and supporting documcnts lbr thc audit rcports of Kwalc Watcr anrl Sewcrage

Comp y l-td. lbr thc Iiinancial Ycars 2018/19,2019120 and2020121

o

1

2

3

4

5

6

'Ihe

man

fficc ol thc Auditor (icncral indicatcd that thc Counly (]ovcrnmcnt su rmittcd thc

ent responscs and supporting anncxlures lbr thc audit rcports of thc Krvale Watcr

MIN

and S tation Company l-imited for Financial Years 2018/i 9,2019/20 and202D/21within
the sti ulated time and that they had verified the management response

NO. SEN/CPICSF I 19412023 MT]IiTING WITII KWAI,E COUNTY
EXI'CUTIVE 10 CONSIDER TIIE AUDNOR
GE,NERAI,'S RT'PORT ON TIIE T INANCIAL
SIATEMI]MS OF KWALE WA I'I.]R AND
SITWERAGE COMPAf.'ry LTD. l,OR 'llIE
I.-INANCIAL YI.]ARS 2OI8/I9, 2OI92O I,ND AUODI

Cons ration of Audit Report for Kwale Water and Sewerage Company l,imited for
Fina al Year 2020121

l. Unrecon
in Cost c

ci
,f

led Variance
Bulk Water

The variance of Kshs.45784,680 in respect of cost

of bulk watcr was not explained or reconciled.

Thc Officc o: lhe Auditor Gcneral

(OAG) informe:l the Committcc that thc

115 lPage

Observatio r and
Recommen lations

ConcernAudit Query



4. Unsupported Capital
Rese rve

managcmcnt did not address the query

sincc thc financial statcmcnt was not

reflecting the ,:orrcct position. 'l-hc

management wa; direclcd to makc thc

necessary adjustrnents 1o the financial

slatements.

'l'hr: qucry rem: inctl unrcsolvcd
'l'hc OAG infornred thc Commitlee that

thc watcr Cor. pany has submitted
documcnls to t Le satisfaction of thc

auditor in addresring thc query.

Thc Committee markcd thc query as

resolved.

Thc OAG inforr cd lhc Committcc that

that lhe query rr maincd outstanding as

thc variances co,: ld not bc asccrtaincd.

]'he Committcc dircctcd thc

managemcnt to engagc the OAG to
reconcile lhe filrures in the query and

report to the Cornmittcc within l4 days.
'l hc query remaincd unrcsolvcd.

Thc Committce noted that 40% of thc

bulk watcr pro:iuced by Coast Water
Agcncy was consumed by Kwalc
County whcrea.. 600/o was consumed by
Mombasa Cor rrty. I lowever, Coast

Watcr bill l0l)% to Kwalc Water

Company. 'l'he t--'ommiltce dirccted the

County Covernrnent togcther with the

OAC to cngage Coast Watcr Agency to
resolve thc mirtter of Coast Watcr
charging 100'.6 to Kwale watcr

Company for th:: water that is consumed

by Kwalc and Vlombasa Counties and

2. Lack of Receivables
Agcing Analysis

3. Unsupported Trade
Payables

The ageing analysis of the lradc and other

rcceivables balance of Kshs. 230,942,07 4 was not
providcd for audit verificalion.

Kshs.5, 982,991 owed to Water Services

Regulatory lloard (WASREB) not supportcd by

bills or a statcmcnt from thc creditor.

Kshs.37,276,860 owed to Coast Water Works

Development Agency. Flowever, records

maintained by the Agency indicatcd the balance

owed by thc Company as Kshs.695, 725,546,

resulting in un-reconciled and unexplained

variance of Kshs .658, 448,686
'l'he Management did not provide evidence in

support of thc capital reserve balances Kshs.

36,7 t9,864.

The Company had an operating loss of
Kshs. 15,088,834 and a negative working capital of
Kshs.75,158,273 an indication lhat the Company
may not be able to settle its obligation as and when

they fall duc. Managemcnt did not disclose the

material uncertainty related to going concern or
measures takcn to mitigate this.
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5. Failure to Disclose
Material Uncertainty
Relating to Going
Concern

'fhe Commiltee directed thc Company

to write off thr: debt subjcct to the

Board's dccisior and the matter to be

reported to the Committee within l4
days.

Thc query was r:onsidcred rcsolvcd.



7. Non-Revenue Water Non-revenue water at 620/o which is higher than the

257o loss allowable by the Watcr Servicc

Regulatory lloard (WASREB) guidclines.

8. Non-remittance of
statutory deductions

Management was in breach of the law following
unrcmitted statutory dcductions from Board

Membcrs' allowances, PAYE and withholding tax.

9. Unauthorized
lJxpenditure

6. Unresolved Prior Year
Matters

rcport back to he Committcc within
l4 days.

The OAC confirrncd that at thc timc of
audit the Certi icate on thc audited

accounts had rrot been issued to
Kwawasco by th : office for two ycars as

the officc due 1o:ransition issues.

'fhe Committee recommcndcd to thc

management lhal going forward

considers and adrlrcsscs issucs raised in

the draft managr:ment letter, as wcll as

thosc raised by intemal auditors and

resolve the audit issues thcrc in.

The Managemer'. was dircctcd to put in
place a comprcl cnsive mitigation plan

lo reducc thc 'Jon-revenuc watcr to
within thc accr ctable thrcshold. 'l'hc

OAG dirccted l( rcvicw the cfficacy of
the mcasures and report in the

subscqucnt audi, cyclc.

The qucry remairred unrcsolvcd

The OAG confir'mcd that remittance of
statutory dcducti,rn has been rcsolvcd as

per lhe paymcnt ugrcement entcrcd with
KRA.

Ilowevcr, the arrditor is yct to reccive

bank statemen:s and reccipts for
verification.

l'he Committee considercd thc matter
rcsolvcd subje:t to submission of
supporlive evidlncc of paymcnt of thc
principle amou I of Kshs.15,789,234

and correspondr rce with KRA secking

waiver of penz tics to the OAG for
verification.

The Commi 1ec directed thc

management to ')bscrvc strict adherence

to the laid dowrr procedures as per thc
Law in the utilization of funds for
activities not firctored in the original
budget.

The qucry was (')nsidered resolved
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Prior year audil issues remained unresolved as at

30 June, 2021 and the managcmcnt did not
provided reasons for the delay in resolving the

prior year audit issues.

Management was in breach of the law for the over-

expcnditure of Kshs.17,166,353 or 8% of the

budgeted amount withoul Board's approval.



The ICT intcmal controls and gcncral IT
cnvironmcnt lacked an IT Stratcgic Committee, IT
strategic plan, data back-up, tested emergency

proccdure and data recovery plan. Further, the ICT

Section appeared to be understaffed as it had only
one staff member.

10. Lack of IC't controls
and Policy Documents

'l'he OAG r cnfirmcd that thc

managemcnt h,,l institutcd thc I(l'l'
dcpartmcnt to:c in line with thc

company's stratt gic and busincss plan.

Other Interventions and Resolutions
'l'he Committce rcsolved to -

i. Consider thc writlcn managcmcnt responses of thc Auditor General's l{eports on

thc Financial Statcmcnts o{' thc Kwalc Watcr and Sewcrage Company lor the

Irinancial Ycars 2018/19 and 2019120 during its rcport writing; and

ii. Consider conducting a lleld visit to Kwale County at futurc date to vt:rify issues

prcscntcd in thcir managemcnt rcsponscs.

MIN. NO. SEN/CPICSFII9s/2023 ANY OTHER BUSINESS

'l'hc Committcc \\,as inlormcd of a lcttcr Rcli'l'N'l'/CONIr5 1/07| (50), dated .l7tr'March,
2023, reccived by thc Olllcc of thc Clcrk ol thc Scnatc on 28th March, 202 l, liom thc
Principal Secrctary (l'S), 'l'hc National 'l.rcasury rcqucsting the Committec to rerchcdulc its
meeting that was schcdulcd lbr Friday, 3l't March, 2023 to Thursday,30th March, 2023.

'l'he Committcc acccded to the rcqucst by the PS, National 'l-rcasury and resolvcd to

rcschcdulc the mccting to Thursday, 30th March ,2023 al8:00 am.

'l'he Sccrctariat was taskcd to communicatc thc samc to the olllcc of thc Crrntrollcr of
budgct and the olllcc of thc Council ol Govcrnors, which had bccn invitcd to appcar in the
same mecting.

MIN. NO. SEN/CPICSFII96I2O23 DATEOFNEXTMEETING&AIUOII'RNMENT

'l'he Chairpcrson adjourncd thc mccting at twenty-thrcc minutes to two o'clock. f'hc ncxt
meeting would bc hcld on Wcdnesday, 29'h'March, 2023 at 10:00 am
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'l'he Committec considcred the mattcr
rcsolved subje.t to submission of
cvidcncc of llt ard approval to the
(lommittcc witlrin l4 days.
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(CIIAIRPERSON: SEN. GODFREY ATIENO OSOTSI, MP.)
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I3,TII PARI,IAMEN'I' IST SESSION

MINUTES OF TIIE EIGIITTI SITTING OI.- THE COUNTY PUBLIC
INVI]STMENTS AND SPIiCIAL FUNDS COMMIT'IEE TO CI)NSIDER
REPORTS OI.'THIi ATJDITOR-GENERAL ON TIIE FINANCIAL STAI EMENTS
OF NYERI WATER AND SANITA'I'ION COMPANY LIMII'ED AND OTIIAYA-
MUKURWIi-INI WA'TER SERVICES T,IMITED FOR FINANCIAI, YEARS
2018n9,2019t20 AND 2020/21 HELD ON WEDNESDAY, 22ND NOVEM llER, 2022

AT TIIE BOARDROOM RED CROSS BUILDING, FIRST FLOOR,
PARLIAMENT BUILDINGS AT lO.OO A.M.

PRESIiNT

Sen. Godfrey Aticno Osotsi, MP
Scn. Lcdama Olckina, MI'
Scn. Paul Karungo Thangwa, MI)
Sen. I:ddy Gichcru Okclch, MP
Sen. Maurcen'l'abitha Mutinda, MP
Scn. Ilamida Kibwana n li, MP

ABS N'T WI'I'II APOI,O(;Y

Sen. (l'rof.) lom Odhiambo Ojienda, SC, MP
Sen. Miraj Abdillahi Abdulrahman, MP
Sen. Murango James Kamau, MP

SECRETARIA'T

r. Yussul Shimoy
r. David Angwcnyi
r. Erick Njogu
s. Raisa Mwithi
r. Matano Kataa

Kenncdy Owuoth
Hillary Kipkorir

I

2

J

4

5

6

- Chairperson
- Member
- Member
- Member
- Member
- Member

- Vice-Chairperson
- Membcr
- Mcmbcr

- Clerk Assistant II
- Clerk Assistant II
- Clerk Assistant III
- Research Officer
- Research Officer
- Fiscal Analyst
- Legal counsel

E

I

2

J

I

2

3

4

5

6

7

1

M
M
M
M
M
Mr
Mr
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8. Mr. Josphat Ng'enoh
9. Ms. Winlied Ocholla
10. Mr. Patrick Ngenoh
I 1. Mr. John Pcre

- Mcdia I{elations offict:r
- Audio officcr
- Procurement officer
- Scrjeant-At-Arms

IN A'I"TENDANCI.]

COUNTY GOVERNMENT OF NYERI
I lon. Mutahi Kahiga Mwalimu Udward - (iovemor, Nycri County
Mr.Irrcdrick Wanjohi Kinyua - CIrCM
Mr. Patrick M. Karinga - Chairman, NYIIWASCO
llng. Pcter Kahuthu - NYEWASCO
Mr. Irrancis K. Kiura - Chief Managcr Commercial Scrvice s

Mr. Kimani I(ucuiya - County Attomey
Mr. Irclix Githae - Managcr I Audit
Ms. Ilva Mwangi - Lxccutivc Assistant

Mr. Robert'l'huo - CIICM Irinancc

A
1.

2.

4.

5.

6.

7.

8.

9.

10. Ms
1l.Ms
12. Ms
13. Ms
14, Mr
15. Mr
16, Mr
17. Mr

Keziah Nyambura
Joyce Munira
Mercy Gathogo
Paulinc W. Ndegwa
Moses N. N. Munyi
Arthur Mukira
Paul Wambugu
Pcter Ndirangu

- Manager, Legal NYEWASCO
- NYAWI]SCO
- Snr. Officer liinance
- Chief Officcr Water
- Managing Dircctor OMWASCO
- Chair OMWASCO
- Chief of Staff
- Commercial Manager

B. OFFICE OF TIIE AUDITOR GENERAI,
1. Mr. Frcdrick Ondick - Principal Auditor
2. Mr Alcx Ndungu - I)cputy Dircctor ol'Audit
3. Mr. David K. Chcrono - I)irector of Audit
4. Mr. Mark Gachanj a - Auditor

MIN/SEN/CPICSFIS3/2022 PRAYER
'l'he mccting was called to ordcr by thc Chairpcrson at halIpast ten C)'clock fcllowcd by

a word of prayer.

MINISEN/CPICSFI54I2O22 ADOPTIONOFTHEAGENDA
'l'he agenda of thc meeting was adopted having been proposcd by Sen. Ilcdy Gicheru
Oketch, MP and sccondcd by Scn. Ledama Olekina, MP, as follows -
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1. Prayer
2. Adoption of thc Agenda
3. Adrninistration of Oath
4. Mecting with the County Ilxecutivc ofNycri to consider Rcports olthc Audi'or-General

on thc financial statcmcnts of Nycri Watcr and Sanitation Company Limited and
Othaya-Mukurwc-ini Watcr Scrviccs Limitcd for l"inancial Ycars 2018/19,2019120
and 2020121

5. Any Othcr Business
6. Date of thc Next Mccting and Adjournment

MIN/SEN/CPICSF/55/2022 ADMINISTRATION OF OATH
'I'hc Ilon. Govcmor o[Nycri County took Oath of Witncss and tablcd the Managemcnt

rcsponses and supporting documcnts lbr the audit rcports of thc Nycri Watcr anrl Sanitation

Company Limitcd and Othaya-Mukurwc-ini Water Scrviccs Limited lbr Irinancial Ycars

20 1 8 I 19, 20 19 120 and 2020 /21 .

l'hc OAG indicated that thc county Govemmcnt madc late submissions of nranagemcnt

responses and supporting documcnts tbr the audit reports of the Nyeri Watcr anrl Sanitation

Company Limited and Othaya-Mukurwe-ini Water Scrviccs Limited lbr thc Irinancial

Years 2018/19,2019120 and 2020121 and thus they had limited timc to verify all thc

responses.

M I N/S E N/C I'ICSF / 56 I 2022 MEETING WITH TTIE COUNry EXECUTIVE
OF NYERI'Io CONSIDER REPORIS OF TIIE
AUDITOR{;ENERAI, ON TIIE I,INANCI^L
SI'ATT]MEN'IS OF NYERI WA|ER AND
SANITATION COMPAT\Y LIMTIED ANT)
OTIIAYA-MUKURWDINI WA'IER SERVICI]S
LIMITED FOR FINANCIAI, \'EARS 2OI8/I9,
2019D0 N.{D2A20DI

l. Nyeri Water and Sanitation Company Limited
The following querics were intcrrogated for the Financial Year 2020/21

t

Lack of ownership
documents and updatcd
Asset Register.

I Asset Register was not fully updated since

some Assets did not have Asset Numbers,

Registration of five (5) motor vehicles

missing while the Motorcycle rcgistration

The Otfice ol' thc audilor Gcneral

(OAC) had r,.lt physically vcrificd
the Asset Registcr.

Thc Commiltr:c directed thc OAC to
verily the n slict register within l4

t22 lP a ge

Observatio r and
Recommen lations

ConcernAudit Query



3. Unresolved
matters

2. Non. Compliance
with one Third Basic
Salary Rule

96.9%o of the employecs comprise ol one

ethnic community contrary to section 7 (l)
and (2) of the National Cohesion and

Integration Act, 2008.

3 I employees earncd net salaries which were

less than one third ofthe Basic Salary contrary

to Section I 9 (3) of the Employment Act,
2007.

]'he OAG. wit

date of the mr

vcrily thc agr

trade receival

Committec.

'l'hc Comm

Governor and

to make d

progressively
(l)and(2)of
and Integrati

Scction 65( I

Govcrnmcnls

diversity.
'l'hc Commit,cc notcd that the

managemenl had pu1 in placc

rcrncdial mce :iures and thc matlcr
was marked rr:solvcd.

days from the date of the meeting

and providc a status update on the

same.

hin 14 days from the

eting was directed to

ing analysis for the

les and advise thc

'l'he Committe t) noted that Company

had not recciyed OA(l Ccrtificatcs

lor the prcr ious two Irinancial
periods duc to transition issues at thc

OAG. 'l'hc Cr,mmiltee dirccted lhc

County Govc nmenl ol'Nycri and

thc OAG to c rgage and rcsolve thc

matter within 4 days lrorn the datc

ol the meetin,l. OAG to providc a

status updatc on the malter in thc

subscqucnt au.lit cycle.

a

prror

ULNESS AND EFFECTIVENESS IN USE PUBLIC RESOURC S

l. Staff
Diversity

Ethnicitv

'l-he Commi

managemenl

of documents

to be verified

ltce directed the

he Board of I)irectors
:liberate efforts to
:omply with scction 7

he National Cohesion

rn Act, 2008 and

(e) of the County
Act. 2012 on

tee noted that the

nade late submission

and that they were yet

)y the OAC.

e directed the OAG to

rments within l4 days

of the meeting and

Ls update.

a

'l'hc Committr
vcrily the doc

Iiom the dat,

provide a stal
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number KMEK 399N appeared three times in

the asset registcr.

Basis for doubtful debts of Kshs. 41,940,699

was not disclosed in thc lrinancial Statement

or explained.

Various audit issues remained unresolved as

at 30'h June. 2021

REPO ON

2. Unconfirmed provision
for doubtful Debts and
ageing analysis

1'he Company's personnel expenditure stood

at 38oZ ofthe total expenditure, excceding the

recommendcd ratio of 30%o in accordance

with the WASRIIB guidelines.

3. Non-Compliance
with the Water
Services Regulatory
Board (WASREB)
Regulations on
Personnel Costs

t

I

t



The following queries were interrogated for the l-inancial Year 2019120

l'hc Cornmittc.: notcd that duc to late

submission o documents by thc

managcmcnt, thc OAC had no1

concludcd the'rcrillcation proccss.

Thc Commit:ee notcd that the

amount of Ksh:;.420,000 was paid to

Institulc of Inlcrnal Auditors
(Kenya) - III and thus thc mattcr

was resolvcd.

The Committt directed that-

i olrc to conclude
vfification of
dluments and report to
tt| Committee within
f{rrteen ( l4) daysl

ii. ffe Company to
pSperly profile their
c$tomers and
sftngthen their
cltracts; and

ii i. Irftmagement to provide
t$ Committee with the
F* report on the
sfmng of the
C rnr iIn

'l'he Comrnittr e noted that the maltcr

remaincd outstanding sincc the

managcment rad not dcmonstratcd

any intcrveni 'rg rncasurcs and that

the company'. CBA was negotiated

bcforc the t.rrifls were scl. 'l'he

Comm ittcc di 'ectcd the Govcrnor 1o

cnsurc that lhc managcmcnt

institutcs rem:dial measure and ths

OAC to provide a status updatc in

the subscquert. audit cycled.

Mattcr rema ned unrcsolvcd

Thc water company had high trade and other

receivables balance of Kshs . 237 ,947 ,398 as

at 30 June,2020. Includcd in this balance is

an amount ofKshs. 88,234,691 .12 in respect

of debts which has remained outstanding

over a long period of time. Management has

not dcmonstrated e fforts made to recover the

amount.

An amount of Kshs. 420,000 to the Board of
Directors to attend a Board of Audit
Commi(tee workshop which did not take

placc due to Covid- l9 restrictions remained

unspent and was not surrendered at thc time

of thc audit.

I-,ong Outstanding'I'rade
and other Receivables
and amounts due from
Directors

2

l'he Company's personncl expenditure

stood at 38.6%o of the tolal expenditure,

excccding the recommended ratio of 30% in

accordance with the WASRIIB guidelines.

Non-compliance with the
Water Services
Regulatory Board
(WASREB) Regulations
on Personnel Costs

3

i

a
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Observatior and

Recommen, lations
ConcernAudit Query
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2. Othaya-Mukurwe-ini Water Services Company

The following queries were interrogated for the Financial Year 2020/21

Observatior r

Recommen lations
and

'lhe Cornmilt<: notcd GIS was onc

of thc mcasures thc managcmcnt

intendsd to usr to recover the debts

but lailed to dernonstrate how it
would assist ir the recovcry.

Mattcr remai ned unresolved

The Comnrittec noted that

ownership of somc thc company's

assets remlined unclear as

owncrship d:rcuments were no1

provided for audit.

Thc Committce dircctcd thc

Covcrnor to .:nsurc that the watcr

company tool full owncrship ol all

its asscts in I ne with thc law.'l'hc
Covcrnor to urther ensure that all

assels are tallged accordingly and

thc watcr c, 'mpany to mainlain

updatcd accrrratc asscls rcgislcr.

OAG to prov de a status updatc on

the mattcr in the subscquent audit

cyclc.

Mattcr rcma ncd u n rcsolvcd

I

ConcernAudit Query

l-he had high trade rcccivables of Kshs.

194,184,277 which was net of provision

totaling Kshs. 47,570.540 As similarly
reported in thc previous year, debts totaling
Kshs, 214,182,042 inherited from thc

National Water and Pipcline Corporation

were outstanding for over 8 years as at 30

June. 2021. I:urther, thc gross trade and

other receivables balance was not supported

with the list of the debtors. Although
rccoverability of thc debts is unccrtain.

Management's provision for bad and

doubtful debts totalling Kshs 47,570,540

appeared inadequate given the large dcbts

balance and thc long period oftime thc dcbts

were outstanding.

I Trade and other
Receivables

The following anomalies were noted in the

Plant, Property and Equipment totalling
Kshs 22,921 , l6l

'l.hc fixed asset register did not
indicate the estimated useful lifc
and the residual values of the
rcspective assets.
'l'he assets wcre not tagged for
idcntification and verificalion
of thcir respective locations.
'l'he summary of the significant
accounting policies at notes 4(d)
to the financial statemenls does

not disclosc thc deprec iation
rale for water meters and

distribution pipelines.
The balance includes buildings
and water tanks with a book
value of Kshs 4,163,21l.
Ilowever, the company did not
own the land on which the
assets were located and the
respective leasc agreements or
ownership documents for the

ll

lv

I

2. Property, Plant and
Equipment

125 lPage

I

t

-l'he Comm;l1ee directed that

Covcrnor 10 cnsurc thal thc

management J,uts in place measures

to recover th:: debts. [rurther. thc

Covcrnor to ,:nsurc that thc walcr

company has a dcbt managemcnt

policy to gt ide how the watcr

company manrges its debts.

a

lll.
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3. Unremitted Lease Fecs

'fhe water company was a beneficiary of the

African Devclopment Bank loan, through

Tana Water Works Development Agency,

under Small'lowns, Rural Watcr Supply and

Sanitation Project. However, the loan

remained outstanding, and the watcr

company had failed to disclose it in its

financial statements.

4. UndisclosedOutstanding
Loan

The Water company had non-revenue water

4l.lgyo which is 16.19 pcrcentage points

over sector benchmark of 25Yo in
accordance with water Services Regulation

Board (WASREB) guidelines.

5. Excessive Non-Revcnue
Water

The Company had ninety-six (96) staff
members out of whom, nincty{wo (92) or

96%o werc drawn from the dominant ethnic
group in Nyeri County. This was contrary to

section 7(2) of the National Cohesion and

Integration Act,2008 which states that no

public cstablishment shall havc more than

one third of its staff from the same ethnic

6. Lack of Ethnic Diversity

]-hc Comm nec directed thc

managemcnt of thc watcr company

to submit thc lrank statements ol thc

special accourrt within sevcn (7)

days and give a copy of the same to

OAG for verilicalion.

Mattcr rcmai rcd unresolvcd
'l'hc Comm ittee obscrved that lhe

information submitted by thc

management was in adequale and

that the mi(ter rcquired morc

detailed infonnation on thc loan and

that the same would bc reviewed in

the subsequenl audit cycle.

Mattcr rema ncd u n rcsolvcd
'l'hc Committr:c notcd that thc non-

rcvcnue water rcmained high in thc

pcriod un( Jr rcvicw. 'l'hc

Committee di cctcd the Governor to

cnsure that tl"'t managcmcnt of thc

water comp;rny puts in placc

mcasure to 1:cklc thc non-rsvcnuc

water. OAC t ' rcview the measurcs

and report or their efficacy in lhe

subsequent audit cycle.
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buildings and thc water supply
infrastructure were not
provided.
'Ihc total asset balance
amounting to Kshs. 22,921,160
does not includc the value of
other water infrastructure
owned by the company.

The company deposited the unpaid lease

lees in a special account under the County

Covernmcnt ol Nyeri though the action was

not supported by any legislation.

'l'hc manager rent to progressivcly

work towards nclusivity in Iinc with
scclion 7 (2) of thc Nalional

Cohcsion and Intcgration Act, 2008.

t



community. In the circumstances, the

managcment was in breach of thc law.

7. Irregular Expenditure on
Kenya I'orest Wayleave

Thc Cornrnittec to rcvicw the mattcr

in the mattcr i r the subsequent audit

cyclc.

t

I

t

Owing to limitcd timc, thc Committcc rcsolved to considcr thc writlcn rcsponsc ol'thc
audit reports ol'the Othaya-Mukurwc-ini Water Services Limitcd for thc Irinancial Ycars
2018119 and2019l20.

MIN/SEN/CPICSFI'7I2O22 ANYOTTIERBUSINESS

'l'hcre was no othcr busincss.

MIN/SEN/CPICSF/58/2022 DATEOFNEXTMEETING&AIUOURNMICNT

'l'he Chairpcrson adjourncd thc mccting at half past two o'clock. The ncxt me::ting would
be hcld on Tucsday,6th'Dcccmber,,2022 at 10:00 am.

22t0312023
SIGNED DATE

(CIIAIRPITRSON: SEN. GODFREY ATIENO OSOTSI, MP.)

?

727 lP age

Way-leave fees totalling Kshs 4 14.000 paid

to the Kenya forest services (KFS) contrary

to section l3l(2)of water act 2016. Thc law

provides that a licensed watcr service

provider shall not be rcquircd to pay any fecs

lor the of public assets for the provision of
water serviccs other than the repayment of
loans acquircd for the development of those

assets. In the circumstances, the

management was in breach of l-aw.

I
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I3TII PARLIAMENT 2]iD SESSION

MINUTES OI.' 'TIIE A IIUNDRED AND TWIiN'I'IETTI MEETING OF TIIE
COUNTY PUBI,IC INVESTMENTS AND SPECIAL FUNDS COI,IMITI'EE
DURING ITS REPORT WRITING RETREAT IIELD ON FRIf,AY, 27'ttt

OC'TOBER,2023 IN LAKIi NAIVASIIA SIMBA I,ODGE, NAKURU CCUNTY AT
2.00 P.M.

PRESENT

I

2

J

4

5

6

Sen. Godlicy Aticno Osotsi, MP
Scn. William Kipkemoi Kisang, MP
Sen. Eddy Gicheru Okctch, MP
Sen. Maurecn'l'abitha Mutinda, MI'

. Sen. Miraj Abdillahi Abdulrahman, MP

. Scn. Ilamida Kibwana Ali, MP

ENT WITII APOLOGY

l. Sen. (Prol.) 'l'om Odhiambo Ojicnda, SC, MP

- Chairperson
- Member
- Member
- Member
- Member
- Member

ABSt

2 Scn. Paul Karungo'l'hangwa, MP
- Vice-Chairpcrson
- Member

SIiCRETARIA'I'

Mr. Yussuf Shimoy
2. Mr. I)avid Angwcnyi

Mr. Iirick Njogu
Mr. Godlrcy Nyaga
Ms. Lillian Wawcru
Mr. Kcnncdy Owouth
Mr. Kataa Matano
Ms. Winlicd Ocholla
Mr. Josphat Ng'cnoh
. Mr. John l)crc

J

4
5

6
7

8

9
I 0

- Clcrk Assistant I
- Clerk Assistant I
- Clerk Assistant III
- Clcrk Assistant III
- Legal Counscl
- Iriscal Analyst
- Rcsearchcr officer
- Audio officcr
-Mcdia Rclations Offi c cr
- Scrjeant-At-arms

a
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MINNO./SEN/CPICSI,-172112023 PRAYER
'l.he meeting was callcd to order by thc Chairpcrson at two O'clock in the aftelnoon

lollowcd by a word of prayer.

MIN NO. /SEN/CPICSFI722I2O23 ADOPTION OF TtIE AGENDA

'l'he agenda of thc mccting was adoptcd having been proposcd by Sen. Eddy Gichcru
Okctch, MP and sccondcd by Sen. Maurccn 'l'abitha Mutinda, MP, as follows'-

1. Praycr
2. Adoption of the Agenda

3. Adoption of thc Reports

4. Any Othcr Ilusiness

5. Datc of thc Ncxt Mccting and Adjournment

MIN. NO. SEN/CI'ICSI'172312023 NI)C)PTIONOFREI{)RIS.

lhc hairpcrson indicatcd that thc Committcc had finalizcd considcration ol'rcporls ol'
Watc Companics ol'scvcn (7) countics lbr thc liinancial Ycars 2018/19,21)19120 and

20201 I during its rctrcat held in Salari Park IIotcl from l lth to 16th luly,2023

'l'hc Committcc adoptcd thc said rcpons as lbllow-

Thc rcports on thc Audit Rcports ol'thc following County Water Providcrs lbr the

Financial Ycar cndcd 3Oth June,2021 -

I . Amatsi Watcr Scrvicc Company I-imited lbr thc ycar cnded 30th .lunc, 2021,
Vihiga County having bccn proposcd by Scn. Miraj Abdillahi AL dulrahman,
MP and Scconded by Scn. Iiddy Gicheru Okclch, MP rcspectively.

2. Ilomct Water Company I-imitcd for the year cndcd 30th June, 2 )21,, Ilomct
County having becn proposcd by Scn. Miraj Abdillahi Abdulr,thman, MP
and Sccondcd by Scn. I.,ddy Gicheru Okctch. MP rcspcctively.

3. (iusii Watcr and Sanitation Company Limitcd lbr thc year enderJ 30'h Junc,
202 l, Kisii and Nyamira Counties having bccn proposed by Scn. Miraj
Abdillahi Abdulrahman, MP and Secondcd by Scn. llddy Gich::ru Okctch,
MP rcspcctively.

4. Kisumu Watcr and Sanitation Company I.imited for thc year endt'd 30'h Junc,
2021, Kisumu County having bcen proposcd by Sen. Mira' Abdillahi
Abdulrahman, MP and Sccondcd by Sen. Irddy Gicheru Ctkctch, MI'}
rcspcctivcly.

5. Kwalc County and Scweragc Company Limitcd lbr the year endt d 3Oth Junc,
2021, Kwalc County having bccn proposcd by Sen. Mirai Abdillahi

I

,

t29 lP.rge
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Abdulrahman, Ml' and Sccondcd by Scn. Ilddy Gichcru Okctch, MP
rcspcctivcly.

6. Nycri Watcr and Scwcragc Company Limitcd for thc year cndui 30th Junc,
2021, Nyeri County having becn proposcd by Sen. Miraj Abdillahi
Abdulrahman, MP and Scconded by Scn. Irddy Gichcru Oketch, MP
rcspcctivcly.

7. Wajir Watcr and Sewcragc Company l-imitcd for the year cndcrl 30th Junc,
2021, Wajir County having been proposcd by Scn. Miraj Abdillahi
Abdulrahman, MP and Scconded by Scn. liddy Gichcru Okctch, MP
rcspcctivcly.

B. 'fhe rcports on the Audit I{cports of the following County Watcr Proviriers for the
I.'inancial Year cnded 3Oth June, 2020-

1. Amatsi Water Scrvicc Company l-imitcd lbr the ycar ended 3Oth .rune, 2020,
Vihiga County having bccn Proposcd by Scn. Iiddy Gichcru Okct.:h, MP and
Sccondcd by Scn. William Kipkemoi Kisang, MP respcctivcly.

2. Ilomct Watcr Company Limited for thc ycar cnded 30tl' Junc, 2( 20, Bomct
County having bccn Proposed by Scn. Iiddy Gicheru Okctch, MP and
Sccondcd by Sen. William Kipkemoi Kisang. MP respcctivcly.

3. Gusii Watcr and Sanitation Company I.imitcd for the ycar cndccl 30'h Junc,
2020, Kisii and Nyamira Counties having bccn Proposcd by Scn. Eddy
Gichcru Oketch, MP and Sccondcd by Scn. William Kipkcmoi F.isang, MP
rcspcctivcly.

4. Kisumu Water and Sanitation Company Limitcd for the ycar cnderi 3Oth June,
2020, Kisumu County having been Proposcd by Sen. Eddy Giche ru Oketch,
MP and Secondcd by Scn. William Kipkcmoi Kisang, MP respcctively.

5. Kwalc County and Scwcrage Company Limited for the ycar cndcri 30th Junc,
2020, Kwale County having becn Proposcd by Sen. Iiddy Gicheru Oketch,
MP and Seconded by Scn. William Kipkcmoi Kisang, MP rcspcctively.

6. Nycri Water and Scwcragc Company Limitcd fbr the ycar cndcc 30th June,
2020, Nycri County having been Proposcd by Sen. Eddy Gichc:u Oketch,
MI'and Scconded by Sen. William Kipkcmoi Kisang, MP rcspcc,ively.

C. Ihe rcports on the Audit l{eports olthe following County Watcr Provide rs for thc
Irinancial Ycar ended 3Oth Junc, 2019 -

1. Amatsi Water Servicc Company Limitcd for the year ended 3Oth June, 2019,
Vihiga County having bccn Proposcd by Scn. William Kipkcmoi K.isang, MP
and Scconded by Scn. I:ddy Gicheru Okctch, MP respcctivcly.

2. Ilomct Watcr Company Limited for thc ycar cndcd 30th Junc, 20 t9, Bomet
County having becn Proposcd by Sen. William Kipkemoi Kisang, MP and
Scconded by Scn. I:ddy Gicheru Okctch, MI'respectively.

1:l0 lPage
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3. Gusii Walcr and Sanitation Company Limitcd lbr thc ycar cndcrl 30'r' Junc,
20 19, Kisii and Nyamira Countics having becn Proposed by Scn. William
Kipkemoi Kisang, MP and Sccondcd by Scn. I:ddy Gichcru C'kctch, MP
rcspectively.

4. Kisumu Watcr and Sanitation Company Limitcd lirr thc year endc.l 30'r' June,
2019, Kisumu County having bccn Proposcd by Sen. William Kipkcmoi
Kisang, MI) and Sccondcd by Scn. Iiddy Gichcru Oketch, MP rcl pcctivcly.

5. Kwalc County and Scwcragc Company I-imitcd lbr thc ycar cndc,.[ 30tr'Junc,
2019, Kwalc County having bccn Proposcd by Scn. William Kipkcmoi
Kisang, MI' and Scconded by Scn. Iiddy Gichcru Okctch. MP rcs pcctively.

6. Nycri Watcr and Scweragc Company Limitcd for thc year endcc. 30'l'June,
2019, Nycri County having bccn Proposcd by Scn. William Kipkcmoi
Kisang, MP and Sccondcd by Scn. llddy Gichcru Oketch, MP rcsccctivcly.

MIN. NO. SEN/CPICSI'172412023 ANY OTHER BUSINESS

-l'herc was no othcr busincss.

MIN. NO. SEN/CPICSI,'172512023 DATEOFNEXTMEEIING&AIUOIIRNMENT

'l'hc C airpcrson adjourncd thc mccting at hall'past thrcc o'clock in the evcninlr.'l'hc ncxt
meeting would bc held on l"riday, 27'h'Octobcr, 2023 at 4:00 pm

6fi112023
SIG

(CHAIRPERSON: SEN. GODFREY ATIENO OSOTSI, MP.)
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