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KEY ENTITY INFORMATION AND MANAGEMENT

(a) Background information

The Ministry of Water, Sanitation and Irrigation was formed after the merger of the former Ministry
of Water and Sanitation and State Department for Irrigation through Executive Order No. 6 of 22™
August 2019. The mandate of the Ministry was further revised through the Executive Order No. 1 of
2020 issued on 14" J anuary, 2020 (Revised).

The Ministry’s mandate is guided by key laws and policies as provided by the Constitution of Kenya
2010, Water Act 2016, Irrigation Act 2019, Kenya Water Institute (KEWI) Act 2001, legal notice
number 252 of 2015, Agenda 2063, SDGs No. 2, 6, and 15, Kenya Vision 2030, MTP III (2018-2022),
and the ‘Big four’ agenda. These laws and policies emphasize the need for efficiency and better
management in the utilization of natural resources to enable the government achieve its strategic
goals of economic growth, poverty reduction and social stability.

The Ministry is committed to the implementation of policies, legal and regulatory frameworks for
promoting sustainability in water resources and transboundary waters management, improvement of
water and sanitation services, irrigation and land reclamation while at the same time mitigating and
adapting to the effects of land use and climate change. This strategic plan is aligned to MTP III (2018-
2022), SDGs No. 2, 6 and 15, Kenya Vision 2030, the ‘Big four’ agenda, Agenda 2063 and the
budget system through the Medium-Term Expenditure (MTEF). This shall form the basis for
identifying development priorities and establishing deliverables under the Ministry’s performance
contract system.

The Vision of the Ministry is universal access to adequate, safe and sustainably managed water
resources, sanitation and Irrigation and its Mission is to ensure good governance in the conservation,
protection, water harvesting and storage, management and development of water resources, sanitation
infrastructure, irrigation and land reclamation for national socio-economic development”. The
Ministry is also guided by the national values as espoused by the Constitution of Kenya. These values
are: Sustainable Development, Honesty and Integrity, Human Dignity, Teamwork and focus on
results, Innovativeness and Participatory approach.

The mandate of the Ministry involves water resource management and development, sanitation,
irrigation and land reclamation for socioeconomic development. It is outlined in the Executive Order
No. 1 of 2020 issued on 14™ January, 2020 (Revised). The functions of the Ministry are: Water
resources management policy; Water catchment area conservation, control and protection; Water and
sewerage services management policy; Waste water treatment and disposal policy; Water quality and
pollution control; Management and Development of Tran boundary waters; Sanitation management;
Management of public water schemes and community water projects; Domestic water storage and
development; Development of dams for domestic and industrial water uses; Water storage, Flood
control and dykes; National Irrigation Policy and Management; Management of Irrigation Schemes;
Mapping, Designating and Developing Areas Ideal for Irrigation Schemes; Irrigation Water
Harvesting and Storage and Land Reclamation.
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(b) Key Management

The Ministry’s day-to-day management is under the following key organs:
1. Directorate of water

o Department of Water Services

o Department of Water Resource

o Department of Trans boundary Waters

ii. Directorate of shared services
e Human Resource Management and Development Department
o Central planning and Projects Monitoring Department
o Finance Department
o Accounts Department
o Supply Chain Management Department
o Administration General Department
e Records Management Department
o ICT Department
o Public Communication Department
o Internal Audit Department
o Legal Department

(¢) Fiduciary Management

The key management personnel who held office during the financial year ended 30" June
2021 and who had direct fiduciary responsibility were:

No. Designation Name

1. Cabinet Secretary Sicily K. Kariuki, (Mrs), EGH
2. Chief Administrative Secretary Dr. Andrew K. Tuimur, CBS
3. Principal Secretary Joseph W. Irungu, CBS

4. Water Secretary Eng. S. O. Alima

3 Irrigation Secretary Aboud Moeva

6. Secretary Administration Joseph K. Keter ‘ndc’ (K)

7. Director, Human Resource Management & Dev.  Caroline Mugwe

8. Director, Central Planning & Project Monitoring  Paul Asele

9. Director, Department Water Resources Chrispine Juma

10.  Director, Department of Transboundary Waters Gladys Wekesa

11.  Director, Department of Infrastructure Development John Muiruri

12. Chief Finance Officer Daniel Kihara

13. Deputy Accountant General Agnes Waweru

14.  Director Supply Chain Management Julius Kieni

15.  Chief Internal Auditor Charles Nyakeri

16.  Deputy Director, Youth Affairs Dr. Sophia Opiyo

17.  Director Legal Department- James Nduna
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(d) Fiduciary Oversight Arrangements

i) Audit and Finance Committee Activities

Reviewing and monitoring the external auditor’s independence and objectivity, taking into
consideration relevant professional and regulatory requirements. In fulfilling its duties, the

- committee reviews with the external auditors, the scope_of their audit_plan,-system of

ii)

internal audit reports, assistance given by management and its staff to the auditors and any
findings and actions to be taken.

Reviewing any related party transactions that may arise within the State Department.
Reviewing communication between external auditors and management including
responses on audit queries on the annual financial statement raised by the Auditor General.
Following up on recommendations of the Parliamentary Accounts Committee (PAC)

Parliamentary Committee Activities

The parliamentary accounts committee as sole watchdog committee among others is responsible

for:

Receiving and discussing at the first instance reports from the Auditor General with a view
of responding to them and making presentations to PAC in Parliament.

Examine financial reports and accounts and Workings of the ministry

Examine accounts showing appropriations by the national assembly to meet Ministry
expenditure

Examine whether the affairs of the ministry are managed with sound financial principles
and prudent practices.

iii) Development Partner Oversight Activities

The oversight role is carried out by the establishment of a steering committee where all donors are
members. This committee meets on a quarterly basis and all the donor representatives attend and
have the following activities:

Review development partners programs and activities through their missions
Co-ordinate funding in the water sector
Project completion review by the committee members

iv) Budget Committee Activities

This is the committee charged with the responsibility of implementation of the Ministry’s
budget and its prudent management. The duties of the committee include:

o To review budgets, supplementary estimates and performance of budget against actual
for the State Department in consultation with the Heads of Department.

o To participate in sector working groups

o To review and consider the cash flow plans
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o To review the utilization of the cash limits and consider any changes as may be

©

4

(®

(h)

()

required;

To review the utilization of the donor funds voted for the State Department.

To advice the accounting officer on the challenges related to the budget
implementation

To review and recommend the reallocation of payments

To review and approve the submission of the payment returns, payroll IPPDs, pending
bills and A-I-A returns for the State Department and recommend actions to be taken.

Ministry of Water, Sanitation and Irrigation Headquarters

P.O. Box 49720-00100
Maji House

Ngong Road

Nairobi, KENYA

Entity Contacts

Telephone: (254) 020 - 2716103
E-mail:ps@water.go.ke
Website: www.water.go.ke

Entity Bankers

Central Bank of Kenya
Haile Selassie Avenue
P.O. Box 60000

City Square 00200
Nairobi, Kenya

Independent Auditors

Auditor General

Office of the Auditor General
Anniversary Towers, University Way
P.O. Box 30084

GPO 00100

Nairobi, Kenya

Principal Legal Adviser

The Attorney General
State Law Office
Harambee Avenue
P.O. Box 40112

City Square 00200
Nairobi, Kenya
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FORWARD BY THE CABINET SECRETARY

The Budget allocation for the Ministry was Kshs. 81,800 Million in financial year 2020/21 while

actual expenditure was Kshs. 67,716 Million translating to 84% absorption level. The Recurrent

approved budget was Kshs. 6,077 Million against an expenditure of Kshs, 5,742 Million translating to

an absorption level of 96.2%. Further, the Development approved budget was Kshs. 75,724 Million
—againstam expenditure of Kshs; 66,974 Million translating to an absorption level of 83%. The

Ministry recurrent and development expenditure, per programme and sub-programme is presented

below from tables 1 to 3.

Gross 6,077 5,742
AIA 1,907 1,879
Net 4,170 3,863
Compensation 691 706
to Employees
Transfers 5,282 4,960
Vote 1109: Water, Sanitation and Use of goods
Irrigation and services 104 76

7000
6,000 -

L5000
4,000
3,000 -
2,000
1,000 -

¥ Approved Budget
{Kshs. Millions}
202072021

W Actual Expenditure
{Kshs. Millions)
2020/2021
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Table 2: Analysis by Category of Expenditure: Development (Kshs. Millions)

Approved o
Budget Actual
penditure

Gross ra 61,9L74

GOK 35,209
Vote 1109: Water, Sanitation and LOANS 26,315
Irrigation GRANTS 450

S0, G
T, 000

~~~~~~

W A}]!ﬁ“)['(]'\)"&d BLIL’,i?ﬂGL
[Kahs, Millional
40,000

202042021 |

30,0100 ¥ Actual Expenditure |
! [Kahs, Mllions)
20,000 20202021
i 10,000
i
! 0 .
|

(3ross GOK Loans Grants  Local AlA 2
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Table 3: Analysis by Programs and Sub programs (Kshs. Millions)

General Administration, Planning and Support 769,526,565 644,261,128 125,265,437 84
Water Resource Management 8,5972,056,106)  5925213,076]  2,646,843,030 69
water & sewerage infrastructure development 2,239,464,437]  2,228.649,069 10,815,368 100,
Water havesting and storage for irrigation 20,966,152,229]  18,178,381,021]  2,787.771,208 87
Irrigation and land reclamation 49,254,007,079]  40,739.685351]  8,514,321,728 83
Grand Total 81,801,206,416)  67,716,189,645|  14,085,016,771 83

Analysis of budget by programmes

During the period under review , the Ministry undertook the development, public participation and
Pre-Publication consultations with committees of Delegated Legislation on both houses for Water
Services, Water Harvesting and Storage and Water Resources, and Irrigation (General) Regulations
2020.The Ministry also developed key policy documents including the National Water Policy being
the Sessional Paper No. 01 of 2021 which is in Parliament awaiting debate; National Irrigation
Services Strategy and Water Act 2016 (Amendments) Bill; draft Sanitation policy which has
undergone stakeholder consultation, the Irrigation Guidelines 2020 were finalized and published. In
addition, the Ministry undertook Asset and Liabilities verification exercise resulting in a
comprehensive consolidated report from all the Agencies which is awaiting validation prior to its
Gazettement as required by the Water Act 2016.
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On the implementation of programmes, the Ministry was able to complete 41 projects during the
review period; 21 water projects, 5 sewerage project and 15 irrigation projects. During the same
period, a total of 22 projects were started; 18 water projects and 4 sewerage project. This resulted to
increased water provision from 64% in to 65.5% while sewerage services increased from 26% in
2020 to 27.1% in the FY2019/20 and FY2020/21 respectively. Under the Kenya Towns Sustainable
Water and Sanitation Programme, there are 8 projects earmarked as last mile water connectivity and
three as last mile sewerage connectivity. Once complete, 192,000 people will be connected to water
and an addition 80,000 people will be connected to sewerage. To enhance intergovernmental
collaborations and improve the management of water sector, the Ministry has built capacity for nine
water services providers in the following counties Kisumu, Uasin Gishu, Nakuru, Kilifi, Machakos,
Embu, Meru, Laikipia and Kiambu.

Under the Big Four Agenda, the Ministry has undertaken projects to supply water to the following
sites; Special Economic Zones (SEZs) in Naivasha and Mombasa, Level 4, 3 and 2 hospitals across
the country, Housing Projects in Nairobi and Athi River, Livestock holding Grounds in seven
counties, and Fish Markets and Fish Landing Sites at the Coast.

The ministry initiated and finalized on groundwater mapping assessment for South Turkana, Marsabit
and Wajir whose information is crucial for decision-making of both National and County
governments in realizing adequate provision of water and sanitation to the areas. Further the ministry
has enhanced its data and information collection mechanism by rehabilitating 46 monitoring stations
and upgrading 16 telemetric hydromet stations.

Similarly, on water harvesting and storage, the Ministry is fast tracking construction and subsequent
completion of large multipurpose dams; Karimenu II in Kiambu, Thwake in Kitui/Makueni, fast-
tracking of RAP implementation to pave way for commencement of construction works for Mwache
Dam in Kwale/Mombasa while Soin-Koru multipurpose dam is also being processed for
implementation. Other ongoing dams construction are; Yamo in Samburu County and Siyoi-Muruny
Dam and Water Supply in West Pokot County. In addition, through presidential directives the
ministry constructed three peace dams namely Kases in West Pokot, Forolle in Marsabit and -
Naku’etum in Turkana.

In support of food security under Big IV agenda, the Ministry put an addition 48,000 acres under
public schemes and community-based smallholder irrigation schemes contributing to an average
production of 66,000 tons of rice and 17,000 tons of maize annually and directly benefiting over
108,077 farmers. In addition, the Ministry constructed 25,091 household water pans by end of June
2021 across the country; this translated to 28.09 million m® of storage to irrigate about 14,980 acres
of land. An addition 10 boreholes were drilled in 10 public schools to provide water and support
irrigation in greenhouses.

During the year under review, the Ministry put in place robust approach in adherence to health

protocols posed by COVID-19 as well as further progress on its project’s implementation. The

Ministry in collaboration with other government agencies drilled 193 boreholes and constructed water
X
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points within Nairobi Metropolitan Area specifically targeting the informal settlements benefitting a
total population of 620,000 people.

The emerging issues related to the Ministry are:

e Need to re-organise planned activities and programs due to Covid -19 pandemic disruption

e Financial resources constraints posed by budget adjustments, and consumer bills temporary
reliefs.

e Introduction of tax on water and sewerage infrastructure services

Recommendations:
e Mapping of degraded lands in the country is necessary for appropriate,

Taxation of water and sewerage deter some consumers due to affordability thus it is essential
to include a pro-poor tariff band (0-6m?) charged.

Develop efficient county specific land reclamation programs aimed at reversing degradation
and achieving land degradation Neutrality (LDN)

County- based mapping of irrigation schemes and national assessment of areas under
irrigation is necessary for efficient and real time reporting.

Below are some of the projects the ministry is undertaking:

" National Expanded Irrigation Programme - Impact S~

/

.
Rinmnknrwe-- water
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TELEMETRIC MONITORING STATIONS

Configuration and Talitystions!
the Sensors
Discharge andVelocity

Measurementsior The Purpose of
Catbraungihe Sensors

RGS 4AAGY Jocatewat Fisheries Hatcheries
on River Sagana

Lovation:
-0.362957, AT.008112; Attitsde: 1752mas!

SOME OF THE MAJOR WATER PROJECTS

Ongoing Dam Filling works —

Project
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\/ © NORTHERN COLLECTOR TUNNEL PROJECT

S Gathuka Outfall Gabion Laying -
dcoject. |
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Residents fetching water at KMC Achinver s ) ! i ,
3 f Residents fetching water atIsinya £
3 aw

Manjengo site- Covid-19 respanse project

AL W v ‘. j

: fpﬁuim’y site- Covid-19 FESPONSC Project

Mwea Irrigarion Developmenrt Programime (Thiba Dam)-Diversion channel

completed; Ongoing durn embankment works
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Household Water Harvesting Programme

To enhance business continuity the ministry has employed the following risk management strategies;
it has put in place an operational risk and management committee. Identified and conducted capacity
building a risk champion from each department. Further the Ministry has also developed Terms of
reference for the development Risk Policy and Institutional Risk Management Framework (IRMF).
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Challenges experienced:

Slow project implementation due to inadequate funds, delayed disbursements, and delayed approval
of master lists for tax exemption by the National Treasury has negatively impacted on the
implementation of some projects; lengthy process for land acquisition/ compensation of way leaves,
forest moratorium; Pollution of Water resources posing a major threat to water quality and public
health, largely due to inadequate effluent treatment.; Inadequate frameworks, management systems
and enforcements for laws, policies, strategies and regulatory guidelines; lack of proper framework
guiding management of small and medium size scale irrigation schemes; dilapidating infrastructure
;Land reclamation mandate is not clearly stipulated as a national government or county government
function, rendering effective implementation of land reclamation projects and programmes difficult.

To address the inadequate financial resources, the Ministry will continue to rationalize its activities to
match the expected exchequer releases. In addition, continuously engage Parliament and National
Treasury to enhance communication with project implementation agencies and grant exemption from
remission of duty and taxes; resource mobilization for construction and rehabilitation of major Water,
Sanitation and Irrigation projects and taxation of water and sewerage services to include a pro-poor
band so as to make services affordable. '

In fulfillment of the primary functional obligation assumed by all Cabinet Secretaries as envisaged in
the constitution of Kenya article 153 section 3 and 4 (b) I hereby present a detailed annual report on
the ministry’s activities during the FY 2020/2021.

SICILY K. KARIUKI (MRS), EGH
CABINET SECRETARY

MINISTRY OF WATER, SANITATION AND IRRIGATION
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Introduction

Section 81 (2) (f) of the Public Finance Management Act, 2012 requires that, at the end of each
financial year, the Accounting officer when preparing financial statements of each National
Government entity in accordance with the standards and formats prescribed by the Public Sector
Accounting Standards Board includes a statement of the national government entity’s performance
against predetermined objectives.

The key development objectives of the Ministry’s 2018-2022 plan are to:

a)

b)

g)

To enhance sector governance and leadership through formulation and implementation of 4 no.
Policies, 3no. Bills and 4no. Strategies in full compliance with the water Act of 2016 and
Irrigation Act 2019

To build human resource and financial capacity through training of 550 no. of staff annually,
recruitment of 173 no. of staff and mobilization of Kshs 367.1 Bn by 2022

To increase the per capita fresh water endowment from 527 MM3 to 700 MM3 through
management, protection and conservation of water resources by 2022.

To increase the percentage of national population with access to safe water from 60% in 2017
to 77% by the year 2022.

To increase the percentage of national population with access to improved sanitation from 67%
in 2020 to 85% by the year 2022

To Increase water storage per capita from 4.5M3 to 14M3 by 2022, for domestic use,
industrial use, irrigation, restoration and reclamation of degraded lands

To increase area of land under irrigation from 484,000 in 2018 acres to 700000acres by 2022
and enhance sustainability of the irrigation schemes

Progress on attainment of Strategic development objectives

A review of the strategic plan 2018-2022 was done and the findings on extent of results achieved
during the review period is presented in the table below:

XVil
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Table 1.1: Summary of findings on the Implementation of Strategic Plan 2018-2022

Program Strategic Objective | Outcome Indicator Performance
General To enhance sector Good Governance | Degree of | 73%
Administration | governance and ;\I}[:r]ngement of implementation of
, Planning and | leadership through Water Resources enabling
Support formulation and ::S/ilézifation environment at all
Services implementation of 4 levels
no. Policies, Degree of | 72%
3no.Bills and 5no. implementation of
Strategies in full establishment and
compliance with the reform of
water Act of 2016 institutions at all
and Irrigation Act levels.
2019
To build human | Enhanced human | e No. of staff e 63 staff
resource and | resources and recruited recruited
financial capacity | financial capacity annually
through training of o No. of staff e 100 staff
550 no. of staff Trained Trained
annually, recruitment Annually
of 173 no. of staff e Amount in e Ksh 77 Billion
and mobilization of Kshs. Billion Mobilized
Kshs 367.1Billion by mobilized
2022
Water To increase the per | Increased Total Renewable 528.14 MM®
Resources capita fresh water | availability of safe | Water Resources
Management endowment from 527 | and adequate | (TRWR) per

MM? to 700 MM>

through
management,
protection and

conservation of

water resources

capita in m*/yr/cap
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water resources by

2022.

Water and To increase the | Enhanced Proportion of 65.5%
Sewerage E ael:i(::r?;gepopulati(?rf accessibility of national
Infrastructure | with access to safe | water services population with
Development 2w(;1 1t ? tirc;}rgg 06?0(1/10 t;:; access to safe

year 2022 ’ drinking water

service

To increase the | Enhanced Proportion of 82.5%

percentage of | accessibility of national

national population | Sanitation services | population using

with  access  to basic sanitation

improved sanitation services'

from 68% in 2017 to

80% by the year

2022
Water Storage | To Increase water Enhanced Water Water storage per | 5.3M’
and Flood storage per capita Storage and capita in m*/cap
Control from 4.5M? to 14M? | Availability

by 2022, for

domestic use,

industrial use,

irrigation, restoration

and reclamation of

degraded lands
Irrigation and To increase area of Enhanced Acres of land v552,000 acres

Land

Reclamation

land under irrigation

from 484,000 in
2018 acres to
700,000 acres by
2022 and enhance
sustainability of the

schemes

Utilization of
Land through

Irrigation

under irrigation

New Acres put

under irrigation

94,980 acres
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CORPORATE SOCIAL RESPONSIBILITY STATEMENT/SUSTAINABILITY
REPORTING

The Ministry of Water, Sanitation and Irrigation exists to transform lives. This is our purpose; the
driving force behind everything we do. It’s what guides us to deliver our strategy, which is founded
on Ministry of Water, Sanitation and Irrigation pillars: putting the customer/Citizen first, delivering
relevant goods and services, and improving operational excellence. Below is a brief highlight of our
achievements in each pillar:

1. Sustainability strategy and profile

The Ministry allows sharing of plans with its stakeholders who include the national treasury,
development partners, County Governments, customers, other local agencies, organizations, and
regulators. We firmly believe this is an important tool for focusing our energies on. It will help the
ministry and future leaders in making the decisions that will continue progressively realise human
rights to water and sanitation. This will also lead to achievement of the Sustainable Goal Number 6
(SDG 6). The ministry through its agencies has manage to undertake the following in the last
financial year.

a) Community level initiatives for the sustainable management of water resources in cleaning
Nairobi river and its tributaries

b) Development of water services in rural areas considered not to be commercially viable for
provision of water services by licensees;

c) Mobilised communities to end open defecation in counties of Kwale, Turkana, Migori
Baringo and Samburu

d) Development of water services in the under-served poor urban areas; and

e) Research activities in the area of water resources management and water services, sewerage
and sanitation

2. Environmental performance

The Ministry of water sanitation and irrigation recognizes the Environmental Policy to guide in
investment of the projects. The implementing agencies of the ministry have aligned to the
Environmental Management Act 2015 (EMCA) provisions. Through the policy implementation of
water, sanitation and irrigation projects considers environmental impact assessment report to optimal
performance of the environment. The ministry also promotes investments adopting green
technologies which are considered environmental friendly. The implementation of the policy is
hindered by the high initial cost of mainstreaming green growth approaches in investments such as
solarisation of boreholes pumping stations.

The ministry has developed the National Sanitation Management Policy (NSMP). There exists a gap
in the solid waste management policy compared to the EMCA provisions with limitations on
sanctions for generators of the solid waste and those charged with responsibility of safe disposal.
Limitation in awareness creation of the public hinders the achievement of the policy aspirations.

3. Employee welfare

The Ministry is guided by Public Service Commission (PSC) guidelines for recruitment, training and
welfare of Human Resources policy. The policy including auxiliary policies that guide the recruitment
and selection processes are adhered to conform to public service directives from time to time. The
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policies emphasise on affirmative action on Gender, Disability, and Regional balance, Youth and
Women as per the provisions of Constitution of Kenya 2010. The water sector institutions review
policies regularly in consultation with the stakeholders to address emerging issues such as COVID-19
Pandemic. The ministry and its agencies has maintained high level caliber staff and continual
improvement of skills through Training on professional careers and performance appraisal which is
undertaken bi-annually.

The appraisal system in the ministry provides for reward and sanction for deviation from the norms.

The ministry has set up a committee on Occupational, Safety and Health policy which is in
compliance with OSHA of 2007.

4. Market place practices-
a) Responsible competition practice.

The ministry has an anti-corruption committee and policy in place to ensure incidences of fraud and
corruption are identified and addressed in an appropriate and timely manner. The Code of Conduct
and ethics that has to be observed by all staff stipulates that during discharge of one’s duties they
should behave appropriately and treat all and sundry with utmost respect.

b) Responsible Supply chain and supplier relations

The ministry is very keen in complying with Public Procurement Asset Disposal ACT, 2015 and
regulation 2020 in ensuring conducive working relationship while practicing good governance. The
ministry procures goods and services from service providers through a transparent competitive
processes and ensures allocation to the target groups of Youth Women and Persons with Disability.
Further, it ensures that it adheres to Presidential directive circulars to support to local content. The
ministry strictly develops and follows Procurement Plan while budgeting for all activities hence the
strictness in adhering to the approved budget and honouring all contracts while also strictly
processing payment of all contracts within 14 days as after conducting due diligence as stipulated in
the service delivery charter.

¢) Responsible marketing and advertisement

All advertisements are placed in line with the National Government Circular that recommends all
government advertisements to be exclusively placed in the MyGov newspaper pull out coordinated
through the Government Advertisement Agency.

Conformity to the National government and Organizational branding guidelines and Communication
Policy. This ensures brand equity and visibility for all financing partners through strategic logo
placement of the Court of Arms, Agency, Donor partners and Implementing partner’s logos.

d) Product stewardship

The ministry has not developed any products therefore has not put in place safeguards to consumer
rights and interests.

Water stewardship is using water in a way that is socially equitable, environmentally sustainable and
economically beneficial. This is achieved through a stakeholder inclusive process that involves site
and catchment based actions
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Water tariffs are set through public consultation process to protect consumer rights and interests.
Improving and strengthening Sustainable Access to Water and Sanitation in rural communities around
our area of jurisdiction the Agency plans to implement more of water infrastructure which will help in
improving the water table, Improved health with access to WASH facilities, Environment
sustainability — Afforestation by planting, decreased soil erosion and improved soil moisture,
Improved access to water to ensure women spend less time in travelling to fetch water

S. Community Engagements-

During the period under review, the ministry together with its sector institutions undertook the
following Corporate Social Responsibility (CSR) activities. Due to the effects of Covid-19 pandemic,
the activities were scaled down. In the FY2020/21, the activities included:

e Support to Tatu Kenga’s Education

e Support to the Eldama Ravine Half Marathon’s Conservation Activities in November 2020
Presidential Directive on Increasing Forest Cover in Kenya: Tree-planting in Lambwe Forest in Homa
Bay County in March 2021
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STATEMENT OF ENTITY MANAGEMENT RESPONSIBILITIES

Section 81 (1) of the Public Finance Management Act, 2013 requires that, at the-end of each financial
year, the accounting officer for a National Government Entity shall prepare financial statements in
respect of that entity. Section 81 (3) requires the financial statements so prepared to be in a form that
complies with relevant accounting standards as prescribed the Public Sector Accounting Standards
Board of Kenya from time to time.

The Accounting Officer in charge of the Ministry of water, Sanitation and Irrigation is responsible for
the preparation and presentation of the entity’s financial statements, which give a true and fair view of
the state of affairs of the entity for and as at the end of the financial year (period) ended on June 30,
2020. This responsibility includes: (i) maintaining adequate financial management arrangements and
ensuring that these continue to be effective throughout the reporting period; (ii) maintaining proper
accounting records, which disclose with reasonable accuracy at any time the financial position of the
entity; (iii) designing, implementing and maintaining internal controls relevant to the preparation and
fair presentation of the financial statements, and ensuring that they are free from material
misstatements, whether due to error or fraud; (iv) safeguarding the assets of the entity; (v) selecting
and applying appropriate accounting policies; and (vi) making accounting estimates that are
reasonable in the circumstances.

The Accounting Officer in charge of the Ministry of water, Sanitation and Irrigation accepts
responsibility for the entity’s financial statements, which have been prepared on the Cash Basis Method
of Financial Reporting, using appropriate accounting policies in accordance with International Public
Sector Accounting Standards (IPSAS). The Accounting Officer is of the opinion that the Ministry’s
financial statements give a true and fair view of the state of entity’s transactions during the financial
year ended June 30, 2020, and of the entity’s financial position as at that date. The Accounting Officer
charge of the Ministry of water, Sanitation and Irrigation further confirms the completeness of the
accounting records maintained for the ministry, which have been relied upon in the preparation of the
entity’s financial statements as well as the adequacy of the systems of internal financial control.

The Accounting Officer in charge of the Ministry of water, Sanitation and Irrigation confirms that the
entity has complied fully with applicable Government Regulations and the terms of external financing
covenants (where applicable), and that the entity’s funds received during the year under audit were used
for the eligible purposes for which they were intended and were properly accounted for. Further the
Accounting Officer confirms that the entity’s financial statements have been prepared in a form that
complies with relevant accounting standards prescribed by the Public Sector Accounting Standards
Board of Kenya.

Approval of the financial statements

The Ministry’s financial statements were approved and signed by the Accounting Officer on
al ] \M 2021.

=
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Principal Se(lﬁ a‘rlf %B Depuf§/ Accountant General
Name: Joseph\W. Irungu, CBS Name: Agnes W. Waweru
' ICPAK Member Number: 5514

XXxiil



MINISTRY OF WATER, SANITATION AND IRRIGATION
Reports and Financial Statements
For the year ended June 30, 2021

XXV



REPUBLIC OF KENYA

Telephone: +254-(20) 3214000 v HEADQUARTERS
E-mail: info@oagkenya.go.ke 22 Anniversary Towers
: Monrovia Street

Website: www.oagkenya.go.ke
OFFICE OF THE AUDITOR-GENERAL P.O. Box 30084-00100
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Enhancing Accountability

REPORT OF THE AUDITOR-GENERAL ON MINISTRY OF WATER, SANITATION

AND IRRIGATION FOR THE YEAR ENDED 30 JUNE, 2021

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

A. Report on the 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 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 government
achieves value for money and that such funds are applied for 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, the risk
management environment, and the internal controls developed and implemented by
those charged with governance for orderly, efficient and effective operations of the
entity.

An unmodified opinion does not necessarily mean that an entity has complied with all
relevant laws and regulations, and that its internal control, risk management and
governance systems are properly designed and were working effectively in the financial
year under review.

The three parts of the report are aimed at addressing the statutory roles and
responsibilities of the Auditor-General 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.

REPORT ON THE FINANCIAL STATEMENTS
Qualified Opinion

| have audited the accompanying financial statements of the Ministry of Water, Sanitation
and Irrigation set out on pages 1 to 26, which comprise of the statement of assets and
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liabilities as at 30 June, 2021, and the statement of receipts and payments, statement of
cash flows and summary statement of appropriation- recurrent and development
combined for the year then ended, 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.

In my opinion, except for the effects of the matter discussed in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, the financial position
of the Ministry of Water, Sanitation and Irrigation as at 30 June, 2021 and of its financial
performance and its cash flows for the year then ended, in accordance with the
International Public Sector Accounting Standards (Cash Basis) and comply with the
Public Finance Management Act, 2072,

Basis for Qualified Opinion

1. Variances between the Financial Statements and Confirmations from Other
Government Agencies -

The statement of receipts and payments reflects transfers to other government units
amounting to Kshs.59,624,597,538 in Note 8 to the financial statements. However, third
party confirmations from the entities which received funding during the year under review
differed with the transfers reflected in the financial statements as summarized below:

Balance as per financial | Confirmations from
statements Amount | 3™ Parties Amount| Variance Amount
Account Name (Kshs.) (Kshs) (Kshs.)
Recurrent Account 4,944 866,851 4,764,895,499 179,971,352
Development Account 34,811,135,995 29,224,867,439 5,686,268,556
AlA 19,853,569,403 15,529,398,589 4,324,170,814
Total 59,609,572,249 49,440,618,900 10,090,410,722

Consequently, the accuracy and completeness of the transfers to other government units
of Kshs.59,624,597,538 could not be confirmed.

2. Pending Accounts Payables
2.1 Unreported Pending Accounts Payables

Note 18.1 to the financial statements on pending accounts payables reflects pending bills
totaling to Kshs.78,530,845. A review of pending bills analysis provided for audit
verification reflects that the Ministry had pending bills amounting to Kshs.84,160,272 as
at 30 June, 2021. The difference of pending bills amounting to Kshs.5,629.427 was not
disclosed in the financial statements for the year ended 30 June, 2021. Further, no ageing
analysis for these pending bills was provided for audit verification.
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2.2 Unsupported Pending Accounts Payables

Included in the pending accounts payables balance of Kshs.78,530,845 are pending bills
totalling to Kshs.8,230,052 which were not supported with the relevant documents such
as invoices numbers, local purchase orders/local service orders, nature of goods
supplied/services offered and delivery notes.

2.3 Outstanding Compensation Claims and Legal Fees

Included in the pending accounts payable balance of Kshs.78,530,845 as at

30 June, 2021 is an amount of Kshs.42 468,829 which relates to long outstanding
compensation claims and legal fees. The Management has not explained why the claims
and legal fees have not been settled. Non-payment of these compensation claims, and
legal fees may attract litigations, interest and penalty charges.

2.4 Non-Payment of Pending Accounts Payables

Note 18.1 to the financial statements reflect pending bills of Kshs.78,530,845 which were
not paid during the year under review but were instead carried forward to the financial
year 2021/2022. Failure to settle pending bills in the year to which they relate adversely
affects the subsequent year’s provisions, since the bills form a first charge to that year's
budget provisions.

Consequently, it was not possible to ascertain the accuracy and validity of the pending
bills balance of Kshs.78,530,845 as at 30 June, 2021.

The audit was conducted in accordance with International Standards of Supreme Audit
Institutions (ISSAls). | am independent of the Ministry of Water, Sanitation and Irrigation
Management in accordance with ISSAI 130 on Code of Ethics. | have fulfilled other ethical
responsibilities in accordance with the ISSAI and in accordance with other ethical
requirements applicable to performing audits of financial statements in Kenya. | believe
that the audit evidence | have obtained is sufficient and appropriate to provide a basis for
my qualified opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, are of most
significance in the audit of the financial statements. There were no key audit matters to
report in the year under review.

Other Matter

1. Budgetary Control and Performance

The summary statement of appropriation - recurrent and development combined reflects
budgeted receipts of Kshs.81,801,206,416 against actual receipts of
Kshs.67,731,063,442 resulting to an underfunding of Kshs.14,070,142,974 or 17%.
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Similarly, the statement reflects final expenditure budget and actual on comparable basis
of Kshs.67,716,189,645 and Kshs.81,801,206,416 respectively, resulting to an under-
expenditure of Kshs.14,085,016,771 or 17% of the budget.

Although Management attributed the underfunding to lack of Exchequer releases from
The National Treasury and lengthy procurement process, the Ministry may not have
implemented all the planned activities, impacting negatively on delivery of services to the
public.

2. Delay in Exchequer Releases

Review of records maintained by the Ministry in relation to Exchequer Releases revealed
that the Ministry received Kshs.14,135,364,038 as exchequer releases from the National
Treasury in the months of June and July, 2021. A total of Kshs.10,608,459,196 or 75% of
development exchequer was received in the subsequent year 2021/2022, as detailed
below;

Amount

No. | Date Reference No. Vote (Kshs.)
1 22-Jun-21 FT21173RZL11 Recurrent 255,816,670
2 29-Jun-21 FT21180PNYT6 Recurrent 330,254,186
3 14-Jun-21 FT21165YGFGY Development 1,209,067,587
4 21-Jun-21 FT21172LR9XH Development 103,552,318
5 24-Jun-21 FT211756SH57 Development 1,358,936,789
6 25-Jun-21 FT21176SFBL4 Development 9,136,274
7 29-Jun-21 FT21180B8BT6 Development 260,141,018
8 2-Jul-21 FT21183KLKZZ Development 8,482,699,383
9 6-Jul-21 FT21187MF5MR Development 2,125,759,813
Total 14,135,364,038

The delay in exchequer releases may have resulted in low absorption of the budget and
this may have adversely affected the development programmes of the Ministry and
provision of services to the public.

3. Unresolved Prior Years Matters

In the audit report of the previous year, several issues were raised under the Report on
Financial Statements and Report on Lawfulness and Effectiveness in Use of Public
Resources. However, the Management has not resolved the issues or given any
explanation for the failure to adhere to the provisions of the Public Sector Accounting
Standards Board and the National Treasury’s Circular Ref: AG.4/16/2 Vol.3(72) dated
30 June, 2021 on Revised Annual Financial Reporting Template.
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REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

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

Basis for Conclusion
1. Unsatisfactory Implementation of Project - Sagana River Restoration Project

The Ministry awarded one tender reference number MWS/SRRP/IFB/001/2018-2019 to
two International Firms in December, 2018 at a contract sum of Kshs.1,194,801,722 for
restoration of Sagana River being fully funded by the Kenyan Government.

The Project scope of works included construction of Sagana Diversion Weir, construction
of two cascading 18-meter-high dams on Kabhiti stream, laying of 12 km of 250 to 280 mm
ha UPVC water transmission line, construction of one 2500m3 balanced tank, laying and
testing of 17 km of 110 mmdia UPVC distribution line and construction of six (6 No.)
distribution tanks of capacity 250m3 each.

The Ministry made an advance payment of Kshs.238,960,344 and a further payment of
Kshs.78,938,659 vide payment voucher number 4338 on 15 April, 2020 and
Kshs.7,893,866 vide payment voucher number 6055 dated 6 July, 2020 all totalling to
Kshs.325,792,868. The Project was planned to take eighteen (18) months to be
completed by July, 2020. However, audit inspection in the month of November, 2021
revealed that the project is far from completion.

In the circumstance, the value for money may not be realized due to the slow pace of
implementation.

2. Lack of a Complete Fixed Asset Register and Ownership Documents

The fixed asset register of the Ministry as at 30 June, 2021 does not include the four (4)
motor vehicles. Though the Management explanation was that these motor vehicles were
borrowed from other institutions under the Ministry, no documentary evidence of the
Institutions or log books have been provided for verification. This is contrary to Section
170(1) of the Public Procurement and Asset Disposal Regulations, 2020 which requires
an Accounting Officer of a procuring entity be responsible for maintaining a register of
assets under his or her control or possession.

Further, verification of the Ministry’s records revealed that vehicles previously owned by
Water Appeals Board which were handed over to the Ministry were still bearing private
registration numbers instead of Government of Kenya (GK) numbers. Further,
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Management has not provided the log books for four (4) vehicles: KBG 835C, KBG 984C,
KBG 431C and KBG 834C. This is contrary to Section 72(1) and (2) of the Public Finance
Management Act, 2012 which states that the Accounting Officer for a National
Government entity shall be responsible for the management of the entity’s assets and
liabilities and manage those assets in a way which ensures that the national government
entity achieves value for money in acquiring, using and disposing of those assets.

In the circumstances, Management is in breach of the law.

3. Irregular Disposal of Motor Vehicles

During the year under audit, the County Government of Migori informed the Ministry vide
a letter reference CGM/PROC/GC/2021/VVOL.1 and dated 17 February, 2021 that the
County Government had disposed motor vehicles with registration numbers GKA 442K
and GKA 524K. No evidence has been provided to prove that Management granted
permission to the County Government of Migori to proceed with the disposal of the two
motor vehicles. There is also no evidence that the vehicles were valued and reserve
values set before the disposal took place. Further, there is no evidence that proceeds
from the sale of the motor vehicles were remitted to the Ministry.

Consequently, regularity and value for money on the disposal of the two vehicles could
not be confirmed.

4. Delayed Projects Completion
4.1 Kanini Irrigation Project Tharaka Nithi

The Ministry awarded tender ref: NMSI/ONT/003/2020-2021 to a construction firm at a
contract price of Kshs.34,409,368 for the construction of Kanini Irrigation Project at
Tharaka Nithi on 21 May, 2021. The contract duration was scheduled to take 6 months to
end on 20 November, 2021. Audit inspection of this project in the month of
November, 2021 revealed that the project was scheduled to take 6 months to be
completed by 20 November, 2021, the audit progress report indicates that the project may
be about 70% when it is supposed to have been completed. Further an amount totalling
to Kshs.25,606,899 out of the total contract sum of Kshs.34,409,368 (approximately 74%)
had already been paid to the contractor with a balance of Kshs.8,802,468.75 or 26%
remaining.

4.2 Maragua Bulk Water Supply and Irrigation Project

The Ministry entered into a contract for the Maragua Bulk Water Supply and Irrigation
Project on 14 February, 2020 at a contract price of Kshs.889,397,520. The expected
construction period was eighteen (18) months to be completed by August, 2021. The
scope of works included construction of a 14-meter-high composite dam, 8,000 m3 per
day full water treatment plant at Gakoigo and supply and installation of all valves and
fittings for the pipelines and other ancillary works. A review of the project records revealed
that the construction of the water treatment plant of 8,000m3 per day capacity was
supposed to be constructed on a land parcel owned by Nginda Coffee Farmer's Co-
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operative Society Limited. However, by the time of audit inspection of this project in the
month of November, 2021, the project had not been completed three (3) months after the
expiry of contract period.

In the circumstance, the delay in completion of the project may result in additional project
costs not in the budget, and the Ministry may not achieve value for money from the
projects

5. Inconsistent Budgeting and Reporting of Projects

—A-review-of the Ministry’s-budget-and-financial statements-revealed-inconsistencies-on
how the projects were budgeted for and reported in the financial statements. For instance,
Thwake Multipurpose Development Project was budgeted for and reported under
acquisition of goods while other similar projects were budgeted for and reported under
transfers to other government agencies.

In addition, a number of headquarters’ projects were budgeted under transfers to other
government agencies, yet the amounts were not transferred to other government
agencies.

As a result of the inconsistent budget procedures and reporting for similar projects, it may
not be possible to obtain comparable project information from the Ministry’s financial
statements as presented.

The audit was conducted in accordance with ISSAI 4000. The standard requires 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
financial statements are in compliance, in all material respects, with the authorities that
govern them. | believe that the audit evidence | have obtained is sufficient and appropriate
to provide a basis for my conclusion.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1)(a) of the Public Audit Act, 2015, except for the matter
described in the Basis for Conclusion on Effectiveness of Internal Controls, Risk
Management and Governance section of my report, based on the audit procedures
performed, | 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
Ineffective Audit Committee

Review of the internal audit function revealed that the Ministry’s Audit Committee did not
hold meetings during the year under review as required by Public Finance Management
Act, 2012. The Audit Committee forms a key component in the governance process by
providing an independent expert to the Ministry by assessment of the activities of top
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Management, the quality of the risk management, financial reporting, financial
management and reviewing the internal audit reports to the top management.

Further, the audit committee members were appointed on 31 January, 2018 for a term of
3 years renewable for another term of three (3) years. By 31 January, 2021, the audit
committee members were eligible for reappointment. No evidence has been provided by
Management to confirm whether that these members were reappointed for another term
of three years and the calendar of activities of the audit committee during the financial
year under audit was also not provided.

Consequently, the effectiveness and quality of the internal controls and risk management
provided by the audit committee 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 effective
processes and systems of internal control, risk management and overall 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.

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 Public Sector Accounting Standards (Cash
Basis) and for maintaining effective internal control as Management determines is
necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error and for its assessment of the effectiveness
of internal control, risk management and governance.

In preparing the financial statements, Management is responsible for assessing the
Ministry’s ability to continue to sustain its services, disclosing, as applicable, matters
related to sustainability of serv