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| transmit the report of the Auditor-General on the examination and audit of the financial
statements of Tana Water & Sanitation Company Limited for the year ended
30 June, 2024. The report is submitted in accordance with the provisions of Article
229(7) of the Constitution for the necessary action as required by Article 229(8) of the
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REPORT OF THE AUDITOR-GENERAL ON TANA WATER AND SANITATION
COMPANY LIMITED FOR THE YEAR ENDED 30 JUNE, 2024

PREAMBLE

| draw your attention to the contents of my report which is in three parts:

l A. Report on Financial Statements that considers whether the financial statements are
fairly presented in accordance with the applicable financial reporting framework,
accounting standards and the relevant laws and regulations that have a direct effect
on the financial statements.

B. Report on Lawfulness and Effectiveness in the Use of Public Resources which
considers compliance with applicable laws, regulations, policies, gazette notices,
circulars, guidelines and manuals and whether public resources are applied in a
prudent, efficient, economic, transparent and accountable manner to ensure the
Government achieves value for meoney and that such funds are applied for the
intended purpose.

C. Report on Effectiveness of Internal Controls, Risk Management and Governance
which considers how the entity has instituted checks and balances to guide internal
operations. This responds to the effectiveness of the governance structure, risk
management environment and intermal contiots, developed and implemented by those
charged with governance for orderly, efficient and eftective operations of the entity.

A qualified opinion is issued when the Auditor-General ceniciudes that, except for material
misstatements noted, the financial statements are fairly presented in accordance with the
applicable financial reporting framework. The Report on Financial Statements should be
read together with the Report on Lawfulness and Effectiveness in the Use of Public
Resources, and the Report on Effectiveness of Internal Controls, Risk Management, and
Governance.

The three parts of the report aim to address the Auditor-General's statutory roles and
responsibilities as provided by Article 229 of the Constitution, the Public Finance
Management Act, 2012, and the Public Audit Act, 2015. The three parts of the report
when read together constitute the report of the Auditor-General.
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REPORT ON THE FINANCIAL STATEMENTS x
Qualified Opinion “

| have audited the accompanying financial statements of Tana Water and §
Company Limited set out on pages 1 to 44, which comprise the statement of ﬁ“ancia| \
position as at 30 June, 2024 and the statement of profit or loss and other comprehens.i\,e
income, statement of changes in equity, statement of cash flows and statement of
comparison of budget and actual amounts for the year then enqed and a SUmmary of
significant accounting policies and other explanatory information in accordance with the
provisions of Article 229 of the Constitution of Kenya and Section 35 of the Public Audit
Act, 2015. | have obtained all the information and explanations which to the best of my
knowledge and belief, were necessary for the purpose of the audit.

ANitatio, g

In my opinion, except for the effect of the matters described in the Basis for Qualifieq
Opinion section of my report, the financial statements present fairly, in all materig|
respects, the financial position of Tana Water and Sanitation Company Limited as at
30 June, 2024 and of its financial performance and its cash flows for the year then ended,
in accordance with International Financial Reporting Standards (fFRS) and comply with

the Companies Act, 2015, the Water Act, 2016 and the Public Finance Management Act,
2012.

Basis for Qualified Opinion

1. Inaccuracies in the Annual Report and Financial Statements

Review of the financial statements revealed that the report of the Managing Director on
page xiii disclose that a total of 1,837,389 cubic metres of water was produced ir the year
while the Company records indicate that 1,038,065 cubic metres of water was produced

i i : bic metres in respect of water producad. The report
in addition disclose that total expenditure incurred in the year 2022-2023 was

Kshs.46,188,784 which is inconsistent with the total expenditure in the pricr year audited
financial statements of Kshs.50,920,405.

In the circumstances, the accurac

y of the annual report and financial statements could
not be confirmed.

2. Inaccurate Statement of Financial Position

The statement of financial position reflects total
Kshs.79,345,935 which when recalculated gives a balance of Kshs.65,579,232 resulting
to unexplained variance of Kshs.13,766,703. in addition, the statement reflects total
current liabilities balance of Kshs.70,739,983 which when recalculated gives a balance of
Kshs.60,682,723 resulting to unexplained variance of Kshs.10,057,260. The recalculated
total asset balance is Kshs.72,283,340 while the recalcuiated total equity and liabilities

balance is Kshs.75,992,783 resulting to unexplained variance of Kshs.3,709,443
rendering the statement not to balance.

current assets balance of
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In the circumstances, the accurac : .
' of th
confirmed. y e statement of financial position could not be

3. g\:;t:‘l::rate, Unsupported and Long Outstanding Trade and Other Payables
e

The statement of financial position reflects trade and other payables balance of
Kshs.46,309,909. However, the corresponding Note 25 to the financial statements
reflects a balance of Kshs.10,057,260 resulting to unreconciled variance of
Kshs.36,252,649 while the aging analysis of trade and other payables reflects a balance
of Kshs.7,487,082 resulting to unexplained variance with the Note balance of
Kshs.2,570,178. In addition, the balance includes a balance of Kshs.694,644 owed to five
() suppliers that was not supported with Local Service Orders/Local Purchase Orders,

invoicgs, goods delivery notes while a balance of Kshs. 1,252,244 have been outstanding
for periods of between one (1) to over three (3) years.

In the circumstances, the accuracy and validity of trade and other payables balance of
Kshs.46,309,909 could not be confirmed.

4. Inaccurate Refundable Deposit and Prepayments Balance

The statement of financial position reflects refundable deposits and prepayments balance
of Kshs.606,111. However, the corresponding Note 26 to the financial statement reflects
a balance of Kshs.46,309,909 resulting to unreconciled variance of Kshs.45,703,798. In
addition, Management does not maintain a separate bank account for deposits.

In the circumstances, the accuracy and existence of refundable deposits and
prepayments balance of Kshs.606,111 could not be confirmed.

5. Unsupported and Long Outstanding Trade and Other Receivables Balance

The statement of financial position reflects trade =2nd receivable balance of
Kshs.55,066,814 as disclosed in Note 18 to the financia! statements. Included in the
balance is Kshs.55,459,934 which has been outstanding for 2ver one hundred and twenty
(120) days. However, Management did not provide a detailed detiors iedger/ageing
report to support the balances reported in the financiai stztements.

In the circumstances, the accuracy and recoverability of trade and o'er receivables
balance of Kshs.55,066,814 could not be confirmed.

6. Unsupported Inventory Balance

The statement of financial position reflects inventory balance of Kshs.125,900 as

disclosed in Note 17 to the financial statements. However, the balance was not supported
by inventory stock take report.

In the circumstances, the accuracy of inventory balance of Kshs.125,900 could not be
confirmed.
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7. Inaccurate Taxation Balance

- it taxation balance of Kshs.13 7g,.

t of financial position reflects taxa X

Lr;sve?,t:rteip,zncorresponding Note 27 to the financial statemhentf3 r;aélgcggza ba!an%
Kshs.606,111 resulting to unexplained variance amount of Kshs. 13,160,592

In the circumstances, the accuracy of taxation balance of Kshs.13,766,703 coulq N
confirmed.

8. Unsupported Adjustment to Share Capital Balance

Included in the statement of changes in equity is share capitg! balance as at 1 July, 2023
amounting to Kshs.5,000,000 and a closing balance amounting to Kshs. 1 O0,0QO as at )
June, 2024. However, the statement of changes in net assets does not disclose the
adjustment made to share capital balance in the year.

In the circumstances, the accuracy of the share capital balance of Kshs.100,000 coulq
not be confirmed.

9. Inaccuracies in the Cashflows Statement

The statement of cashflows reflects net cash used in operating activities amount of
Kshs.8,618,619. However, Note 28 to the financial statements reflects net cashflow used

in operating activities amounting to Kshs.12,931,214 resulting to unreconciled variance
of Kshs.4,312,595.

In the circumstances, the accurac

y of the cash used in operating activities could not be
confirmed.

Emphasis of Matter
Budget Control and Performance

The statement of comparison of budget and actya amounts reflects budgeted revenue
budget and actual on comparable amount of Kshs.86,ooojooo and Kshs.57 567 192
respectively resulting in under collection of Kshs.28,432 gog or 30% of the Bu d'get. 'Th 3
Company spent an amount of Kshs.75,941,045 against actual receipts of
Kshs.57,567,192 resulting to an over-expenditure of Kshs.18,373 823 oF 31% of fhe
actual receipts. '
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The underpe!formance may have negatively impacted on the planned activities of the
Company which affected service delivery to the public.

My opinion is not modified in respect of this matter.

Key Audit Matters

K‘ey'audit matters are those matters that, in my professional judgement, are of most
significance in the audit of the financial statements. Except for the matters described in

the Basis for Qualified Opinion section, | have determined that there are no other key
audit matters to communicate in my report.

Other Matter

Unresolved Prior Year Matters

Various prior year audit issues remained unresolved as at 30 June, 2024. Even though
Management has indicated some are resolved and others ongoing and partially resolved,
the assertion has not been supported. Some issues are disclosed as still un resolved.

Other Information

The Management is responsible for the other information set out on page ii to xx which
comprise of Key Entity Information and Management, The Key Management Team,
Chairman’s Report, Report of the Fund Administrator, Statement of Performance Against
Predetermined Objectives, Statement of Corporate Governance, Management
Discussion and Analysis, Report of the Board of Directors and Statement of Management

Responsibilities. The Other Information does not include the financial statements and my
audit report thereon.

In connection with my audit on the Tana Water and Sanitation Company Limited financial
statements, my responsibility is to read the other information and in doing so, consider
whether the other information is materially inconsistent with the financial statements or
my knowledge obtained in the audit or otherwise appears to be materially misstated. If
based on the work | have performed, | conclude that there is a material misstatement of

this Other Information, | am required to report that fact. | have nothing to report in this
regard.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN THEUSE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the effects of the matters described in the Basis for Conclusion on
Lawfulness and Effectiveness in the Use of Public Resources section of my report, |

confirm that nothing else has come to my attention to cause me to believe that public
resources have not been applied lawfully and in an effective way.

Report of the Auditor-General on Tana Water and Sanitation Company Limited for the year ended 30 June, 2024
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Basis for Conclusion

1. Non-Revenue Water

Review of records revealed that the Company produced a total of 1,038, 065 Cbic e

of water but only 362,512 cubic meters of water was billed to customers resulting {, y
revenue water of 675,553 cubic meters or 65% of the total volume of Water pmdu%d‘
The non-revenue water was 40 percentage points above the allowable 259, Hag,

675,553 cubic meters of non-revenue water been billed to customers, the Company ooy
have eamned revenue amounting to Kshs.23,644,355 using the Company’s averag

selling price of Kshs.35 Per cubic meter.

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

2. Un-remitted National Social Security Fund Contributions

Disclosed in Note 25 to the financial statements is trade and other payables balance of
Kshs.10,057,260 which included Kshs.1,396,276 relating to unremitted National Socia|
Security Fund deductions. Failure to remit the deductions is conirary to Section 27(1) of
the NSSF Act, 2013 which states that if any contribution for which = contributing employer

In the circumstances, Management was in breach of the law
3. Failure to Settlement Pending Bills

Included in the statement of financia| osition is trade and other payables balance of
Kshs.10,057,269 which in tum fncludespa balance of Kshs.1,91h7,2(§)9 )(;wed to suppliers
which has remained outstanding for over two years. Failure to settle the debts is contrary
to Reg_ulatron 41(2) of the Public Finance Management (County Governments)
Regulations, 2015 which fequire that debt service Payments shall be a first charge on the
County Revenue Fund and the Accounting Officer shayy ensure this is done to the extent
possible that the County Government does not default on debt obligations.

In the circumstances, Management yas in breach of the |aw
4. Lack of Approval Budget anqd Procurement plap

The statement of Comparison of byqy etand a al revenue and
fotal expenditure budget of Kshs.986,000’0 g(t)ua; :&no;;;:lss ryesﬂggfg ;gts respectively-
However, management did not provide evidence of approval of the budget by the County
Executive Member for Finance and the County Assembly as required by 149(2)()) of the
Public Finance Management Act, 2012, In addition, the company did not have in place a1

= ﬁ\\
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annual procurement plan as required by Section 53 (2 i
RSt Dt q y (2) of the Public Procurement and

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

The :dudlt was conducted in accordance with ISSAI 3000 and ISSAI 4000. The standards
require that | comply with ethical requirements and plan and perform the audit to obtain
assurance: about whether the activities, financial transactions and information reflected in
the ﬁnanmajl statements comply in all material respects, with the authorities that govern
then}. | believe that the audit evidence | have obtained is sufficient and appropriate to
provide a basis for my conclusion.

REPORT ON THE EFFECTIVENESS OF INTERNAL CONTROLS, RISK
MANAGEMENT AND GOVERNANCE

Conclusion

As required by Section 7(1)(a) of the Public Audit Act, 2015, based on the audit
procedures performed, except for the effects of the matters described in the Basis for
Conclusion on Effectiveness of Internal Controls, Risk Management and Governance
section of my report, | confirm that nothing else has come to my attention to cause me to
believe that internal controls, risk management and governance were not effective.

Basis for Conclusion

1. Inactive Customer Accounts

Review of the customer register of connections revealed that the Company had a total of
7,322 connections. However, Review of the register and revenue billing records revealed
a total of two thousand one hundred and twerty (2,120) customers. However,
Management did not provide reconciliations of customers billing against revenue
collections in the year under review.

In the circumstances, the effectiveness of internal cont:s!s and governance could not be
confirmed.

2. Lack of Audit Committee and Functional Internal Audit

The Company did not have an internal Audit Unit and the Board had not established an
audit committee as required by the corporate governance guidelines for the Water
Services Sector 2018 clause 3.7 (2) which stipulates that the audit committee, technical
services committee and finance human resource and administration committee are

mandatory.

In the circumstances, the effectiveness of internal controls, risk management and
governance could not be confirmed.

Report of the Auditor-General on Tana Water and Sanitation Company Limited for the year ended 30 June, 2024
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3. Lack of Information Communication Technology Policy and Disaster Recwqw\.\
Plan

The company does not have an ICT Policy, Data Recovery Plan (DRP) and IT secury,

policy which are vital ineffective and efficient management of the e;!llr):S_ IT feszurce_s,
Further, the company does not have an IT steering committee, whic l?_r"gpo ant in
performing the oversight function and formulation of policies to ensure t,hat gpanment
functions are properly in place to assist in the achievement of company's objectives in an
efficient, economic and effective manner.

In the circumstances, the effectiveness of internal controls, risk management and
governance could not be confirmed.

4. Lack of Risk Management Policy and Strategy

As reported in the previous year, the Company did not have a risk management policy,
strategies, and risk register to mitigate against risk. It was, therefore not clear how the
Management managed risk exposures. Also, there was no evidence that the three (3)
mandatory committees, Audit Committee, Technical Services Committee and Finance

Human Resource and Administration Committee held any meeting during the year under
review.

In the circumstances. the effectiveness of internal controls, risk manragement and
governance could not be confirmed.

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330, The standards
require that | plan and perform the audit to obtain assurance about whether effoctive
processes and systems of internal controls, risk management and overail governance
were operating effectively in all material respects. | believe that the audit evidence | have
obtained is sufficient and appropriate to provide a basis for my conclusion.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

As required by Companies Act, 2015, except for the effects of the matters described in
the Basis for Qualified Opinion section of my repert. | repart basad on my audit, that;

i. | have obtained all the information and explanations which, to the best of my
knowledge and belief, were necessary for the pumposs of the audit.

ii. In my opinion, adequate accounting records haya not been kept by the | so far as
appears from the examination of those racords.

ii. The financial statements are not in agreement with the accounting records and
returns.

Responsibilities of Management and those Charged with Governance

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with International Financial Reporting Standards (IFRS) and
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for maintaining effective internal controls as Management determines is necessary to
enable the preparation of financial statements that are free from material misstatement,
whether c{ue to fraud or error and for its assessment of the effectiveness of internal
controls, risk management and governance.

In preparing t‘he financial statements, Management is responsible for assessing the
company’s ability to continue to sustain its services, disclosing, as applicable, matters
related to sustainability of services and using the applicable basis of accounting unless
Management is aware of the intention to cease operations.

Management is also responsible for the submission of the financial statements to the
ggiigor-General in accordance with the provisions of Section 47 of the Public Audit Act,

In addition to the responsibility for the preparation and presentation of the financial
statements described above, Management is also responsible for ensuring that the
activities, financial transactions and information reflected in the financial statements
comply with the authorities which govern them and that public resources are applied in
an effective way.

Those charged with governance are responsible for overseeing the Company's financial
reporting process, reviewing the effectiveness of how Management monitors compliance
with relevant legislative and regulatory requirements, ensuring that effective processes
and systems are in place to address key roles and responsibilities in relation to
governance and risk management, and ensuring the adequacy and effectiveness of the
control environment.

Auditor-General’'s Responsibilities for the Audit

My responsibility is to conduct an audit of the financial statements in accordance with
Article 229(4) of the Constitution, Section 35 of the Public Audit Act, 2015 and the
International Standards for Supreme Audit Instituitions (ISSAls). The standards require
that, in conducting the audit, | obtain reasonabie azsurance about whether the financial
statements as a whole are free from material misstaiements, whether due to fraud or error
and to issue an auditor's report that includes my opinion in accordance with Section 48
of the Public Audit Act, 2015. Reasonable assurance is a high level of assurance but is
not a guarantee that an audit conducted in accordance with ISSAIs will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected
to influence the economic decisions of users taken on the basis of these financial

statements.

In conducting the audit, Article 229(6) of the Constitution also requires that | express a
conclusion on whether or not in all material respects, the activities, financial transactions
and information reflected in the financial statements are in compliance with the authorities
that govern them and that public resources are applied in an effective way. In addition, |
consider the entity’s control environment in order to give an assurance on the

Report of the Auditor-General on Tana Water and Sanitation Company Limited for the year ended 30 June, 2024
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\

effectiveness of internal controls, risk manager_nent and governanqe propesses ang
systems in accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 2015 |

\
Further, | am required to submit the audit report in accordance with Article 229(7) of the '\'
Constitution. '

Detailed description of my responsibilities for the audit s located at the
Auditor-General's website at:

responsibilities-for-audit/. This description

Office of the
h_ttps:/lwww.oaqkenva.qo.ke/auditor-qenerals-
forms part of my auditor’s report.

~

FCP a ~CBS
AUDITOR-GENERAL

Nairobi

31 December, 2024




