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KEY ENTITY ORMATION

Background

Busia Water

under the

ii). Ensure that

are in good

To provide

residents of

Core

. Profes

I

C

Equity

Integrity

rmation

Sewerage Services Company (BUWASSCO) was incorporated on Apri

Act Cap.486. At county level, the company is represented by the

ll4, 20

Executi

t4

ve

Committee in Charge of Finance and ICT and the County Executive Committee Member in

charge of Water Irrigation and Natural Resources, who are the members of the Board

which is for the general policy and strategic direction of the company. The company is

domiciled in and has branches in Busia town, Nambale, Matayos and Malaba/Kocholia.

Principal

The principal vity of the BUWASSCO is to:

and sanitation services to the residents of Busia Countyi). Provide

assets for water service provision entrusted to the company are maintained and

condition.

Vision, Mission and Core Values

Vision

A leading, and reliable provider of quality, affordable water and sanitation services

Mission

I

I

reliable affordable water and sewerage services in a sustainable manner to the

County

itv

Focus

T

lll
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KEY ENTITY
Directors
The Directors served the Busia Water and Sewerage services company limited during the
yearlperiod were as follows:

Kwedho

Hellen A. ukanda

Dr. Isaac

Phaustine

Francis

Darva

Joseph E

TION (Continued)

- Chairman

-Member

. CEC.DWINER

-CEC. Finance and ICT

- Chair, Finance Committee

- Member

- Member

- Appointed on l't December, 2018

- Appointed on I't December, 2018

- Appointed on 1't December, 2018

- Appointed on I't December, 2018

- Appointed on l'tDecember,20l8

- Appointed on 1't December, 2018

- Appointed on l'tDecember,20l8

l. Dr

2.

3.

4.

5.

6.

7.

Corporate H

P.O. Box 3

Dept. of Water, ', Env &Nat. Resource compound

Equity Bank- Forest Road

Busia, KENYA

Corporate Co

Telephone: (254 796523854

E-mail: i co.ke

Corporate Ban

Co-operative of Kenya
P.O. Box 595-5
Busia Kenya
Equity Bank
P.O Box 553
Busia Kenya
Kenya Bank
P.O Box 27-504
Busia Kenya

Independent

Auditor
Anniversary T
P.O. Box 30
Nairobi.
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THE BOARD F DIRECTORS

HO, Ph.D. - Chairman B.O.D
in Environmental Planning

1

DT.GEORGE
Doctor of

o Male 6l Yrs.
o Engineer
. Managing Consultant, Fepan Global

Agencies Co. Ltd

CIS OMONDI - B.O.D Member
Degree in Law

2

Bachelor
Mr. F

o Male 46Yrs
o Advocate, Omondi and Company

Advocates

Arts in Project Planning and

aJ

Master
M/s YA A. SUSAN

o Female 39 Yrs
o Human Resource
o Senior Administrator, University of

Nairobi

s Degree in Environmental Health

I
I

4.

Bachelor
A HELLEN AJIAMBOM/s.

o Female 44 Yrs
o Environmentalist
o Executive Director, Grow Again$t

Poverty Kenya
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ESEME

Bachelor Degree in Early Childhood

5. Mr

o Male 53 Yrs
o Teaching
o Head Teacher, Rwatama Primary

School

Etick Nakitari6. Mr. Oj

o Male 53 yrs
MSc Water Engineering
Bsc Civil and Structural Engineering

7
Hon. Barasa

Female
CECM Department of Finance &
Economic Planning.

8. Dr. Hon. ISAAC
ALUKWE, Ph.D.

Male
CECM Department of Water, Irrigation i
Environment, Busia County Governmenl
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MANA TEAM

Erick Nakitaril. Mr. Oi

Managing Director
MSc Water Engineering
Bsc Civil and Structural Engineering

Akasiba

T

2. Ms. Sarah

Bachelor of Science in Human Resource
Management
Certifi ed Human Resource Professional
(CHRP) l
IHRM member.

Human Resources Manager

Certified Public Accountant CPA(K)
Bachelor of Commerce

Intemal Auditor

3.CPA Mukaka

Certified Public Accountant CPA(K)
Bachelor of Commerce
MBA Finance

Finance Manager

Geoffrey Babu4 CPA
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CHAIRMAN'S

Busia Water and

charged with the

devolved

We have are

TATEMENT

Sanitation Company is an entity of the County Government of Busia County

of providing water and sewerage services to the residents of Busia. The

company draws mandate from the water Act 2016 as a service provider regulated by the water

servlces Board (WASREB) and anchored in the Busia County Water and Sanitation

2015. The y delivers its mandate on behalf of the County Govemment of Busia in the

of water services provision.

The services o by the company were previously limited to areas around towns, the board of

directors in recent line extensions done in several areas in Nambale to supply water to rural

set ups through of CABDA project.

As board of we have devoted our efforts and resources in trying to reduce avoidable cost of
production, in of this, we have sourced for funding of a solar pumping project in our

has significantly cut down our electricity costs used to pump water.treatment works,

The company, this current board ofdirectors, has been able to source for a dedicated

management which initially was being run by officers. The company is now run by a

of professionals, The team on board comprises of an Internal Auditor, Humanmanagement

resource ', Commercial and Finance manager, Technical manager and the Managing

This has seen to that we are aligned with the WASREB regulations and guidelines on the

management of service providers.

constructing a decentralized treatment facility in Port Victoria with the hel

from Water Trust Fund.

Our major in efficient service delivery is attributed to a number of factors among them; high

cost of electricity in particular. A proposal to pump water by gravity is being worked on

to reduce the A smaller region of service and inability to expand our service jurisdiction to

across the entire , in rural areas, to add on, the old service lines that needs replacement and

repairs and of the same.

The board have various departmental procedures and policies and now the company has a

sound policy which is used as a safeguard to normal operations to regulate and define ,rf
scope ofthe 's dealings. These includes finance policy, human resource policy, internal

,l

audit policy and policy

vlll
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of the company,

stakeholders.

We as the board

future.

Dr. George

Chairman

d Sewerage Services Company Limited

and Financial Statements
led June 30,2020

1X

ic plan for the company is in formulation to serve the current and future objectivt

this is being done by the management in liaison with Kenya Market Trust and ott

have confidence that the company is set to breakeven and thrive in the foreseeabl

rdho, Ph.D.

a
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REPORT OF MANAGING DIRECTOR

Since Busia Water And Sewerage Services Company Ltd has been running

now. It commenced business in July 2016 as water service provider. This isperiod of three

the water sector devolved as a county function that saw to it the split from the larger

Busia Water

diversified its services across the county and now has seven schemes wi thin the

,i.
after

services

a

The company

county, these

Malaba/Kocho ti

Mundika and

expand its delivery to most rural set ups in the county hence this has called fbr al

measures of the water at a cost effective method like gravity other than relying on e

hemispheres as

to

to

entirely. We are evaluating our choices to suit the company best for seamless service delivery all

core business is to serve clean safe and most importantly affordable water the

residents of B

ternative

lectricity

Govemment of Busia ,

County Government is

Busia water S

tulfilling the

now working

company is
\t

County.

ewerage Services company is solely owned by the County

To this effect, the company in collaboration with the

the county that initially did not receive our services and through it, there is a

KABDA in Nambale and in Malakisi that has seen rural residents having access to safe clean

to achieve

its long term

improvement plan in terms of infrastructure, expansion and sustainability

Through public- vate partnerships, and donor support we have embarked on expanding our

water and the still intends to partner with more private sectors and in kind donors

VCS

The Strategic for the period 2017-2021 which had a cost estimation of over Kshs.l5.5

has been partly executed due to insufficient funds and since the year has approached the

on coming up with a new strategic plan.

Mr. O bo Nakitari.

Managing

;8Billion

end, the

r

x

Mundika, Nambale, Malakisi, Matayos, Bujumba/Burinda, Amukura and

schemes. These schemes are served by water pumped from our treatment works in

majorly. Due to the high costs of pumping the company has been unable to

to regions
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CORPORATE VERNANCE STATEMENT

The company

economic and

gnizes the importance of corporate governance in creating balance between

ial goals and between individual and communal goals while encouraging efficient

use of accountability in use of power and stewardship and as far as possible to align the

interests of indi s, corporation and the society. Good corporate governance is intended to ensure

that the powers f the corporation is exercised in the stewardship of the corporation's total portfolio

of assets and with the objective of maintaining and increasing customer satisf-action and

other stakeho in the context of corporate mission

The company of Directors was appointed by the Governor of Busia County, to perform the

following

Ensure proper efficient exercise of the powers and performance of the functions of the company

Advise the generally on the exercise of the powers and the performance of the comppny

Approve the of the revenue and expenditure of the company

To ensure was no compromise on principles of corporate governance, Board of Directors

underwent trai on the same as well as the Code of Conduct. During the financial year just ended

three Full meetings were held as well as three Board Committee meetings. The remuneration

discussed and determined during the first Full Board meeting.

Terms of for Board of the company is three years with retention of a third of directors for

continuity. The of the board of directors is a follows;

Profess bodies, Women organizations, business and manufacturing communities

ve Committee Member in charge of Water, Environment and Natural Resources

ve Committee Member in charge of Finance and Economic Planning.

Regular of the Board are held quarterly. Special meetings may be called by the

a The 's director shall act in good faith, with due care and in the best interest of the

and its shareholders.

of the Board

The

The

o Each

a

a

a

a

is expected to attend board meetings and

are expected to ensure that other commitments do

applicable committee meetings.

not interfere in the discharge of

their

xl
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Board Com

o TheB is supported by three (3) Committees namely: Technical Committee, Finance and

Establi and Audit and Govemance Committee all of which are required to report to the

Board a of the actions taken at committee level.

T Committee: M/s. Susan Dary a (Chairperson)

Mr. Joseph Eseme

Hon,Dr. Isaac Alukwe, Ph.D.

M/s Ajiambo H. Mukanda

o Finance Establishment Committee Mr. Francis Omondi (Chairperson)

Hon,Dr. Isaac Alukwe, Ph.D

Hon. Phaustine Barasa

M/s. Mukanda H. Ajiambo

o Audit ttee Mr. Joseph Eseme (Chairperson)

M/s. Darya Susan

Hon,Dr. Isaac Alukwe, Ph.D

Hon. Phaustine Barasa

Board Rem

.By of the Board each director shall receive a net of Ksh.14,000 as sitting allowance

the B

and Ksh. 00 lunch and travelling allowances, if lunch is not served during the meeting. The

receives a monthly allowance of Kshs 35,000 subject to 30Yo tax. As compensation

shall allocate an amount not more than 2Yo of the total revenue of the company.

Audit and ance Committee

o The has an Audit and Governance Committee composed of four directors. The

Governance Committee is expected through the provision of checksAudit

bring

and balance

company. It

to

ispo itive results in supervising and supporting the management of the

responsl for ensuring the development of, compliance with, and periodic rev of

governance policies and practices in the company

xll
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I

I

I

ll

d Sewerage Services Company Limited

i and Financial Statements
ded June 30,2020

summarises the attendance of directors to the meetings held in the year ended

)

Direct )rs No of meetings attended
I Dr. Gr orge Kwedho, Ph.D. 9t16

t3lr62 Hon, I )r. Isaac Alukwe, Ph.D
3 Hon. I t0/16'haustine Barasa
4 Mr. Jo seph Eseme 9lt6
5 Ms. D lrya Susan t2lt6
6 Mr. Fr ancis Omondi filt6
7 Ms Mr rkanda Hellen Aiiambo 12116

xlll

3Oth
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MANAG DISCUSSION AND ANALYSIS

l'his financial has been a great growth to the company financially, the company

increase in the from Kshs.45M in the previous financial year to a sum of Kshs.53

current year.

Kshs.54.44M

overdue debts

debts in vain.

resources gave

realized an

l9M in this

budgeted revenue for this particular year was Kshs.l07.63M, a shortfall of

the actual. The management still is exposed to a risk of never recovering the long

a tune of Kshs. 62M as there has been deliberate measures taken to try recover the

ia county government through the department of environment water and natural

company grants by settling electricity bills worthy Kshs.6.4M during the year.

Busia Water Sewerage Services Company incurred a total recurrent expenditure of Kshs.44.48M

Staff expense account for Kshs. 32.13M of the total expenditure. At the end of this

3}th 2020, the company registered an operating loss of Kshs.0.328M.financial year J

The company through the challenges, been able to comply with income tax act-statutory

deductions been remitted up to date, these are; National Social Security Fund, PAYE and

National H Insurance Fund. The outstanding arrears brought forward in previous financial year

in form of penal

Local Authority

remain unpaid to date.

finanoial year to low income collected.

A non revenue 670/o was experienced, a drop from last financial year's. This is still higher than

boththe maximum of 25o/o. Total number of connected customers are 10,210 this are

active and di customers.

on Trust Fund and staff welfare deductions were not remitted during the

xlv
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BUWASSCO

commercial

us to deliver

operational

The companl'

of Busia

June 2020

Sewerage Services Company Limited

and Financial Statements

RESPONSIBILITY STATEMENT/SUSTAINABILITY

to transform lives by providing affordable clean safe water to households

This is our purpose; the driving force behind everything we do. It's what

in donation of clean and safe domestic consumption water to the

particularly in Budalangi and Port Victoria during the Covid 19 pandemic

xv

and

l

strategy, putting the customer first, delivering relevant services, and improving
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REPORT OF DIRECTORS

The Directors their report together with the audited financial statements for the year ended

June 30, 2020 show the state of the BUWASSCO's affairs.

Principal

The principal of the entity are;

i) Provide

report to

ii) Comply

and sanitation services in an effective, efficient and economical manner and

Government of Busia in accordance with the provisions in the Act.

all the provisions of the Laws of Kenya relating to the performance of its
employees. ln addition.obligations, uding those relating to occupational health and safety of

the shall operate a quality monitoring and assurance system in accordance with the

standards.

iii) Ensure that entrusted to the company are maintained and are in good working condition

iv) To develop for advancement of skills and competencies of employees of the company

v) Establish s for promoting customer relations;

Results

The results of company for the year ended June 30, 2020 arc set out from page 1 to 32

Interna

Dividend

The company

Directors

The members

Auditors

The Auditor
229 of the

By Order of ard

not pay dividends rather uses the surplus to enhance its principal activity

the Board of Directors who served during the year are shown on page v-vi

is responsible for the statutory audit of the company in accordance with Article
of Kenya and the Public Audit Act 2015.

{

Board S

Busia (K) r

Date:..9*Lt.P lrc*"
xvl
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ve a true

and the

the entity for that yearlperiod. The Directors are also required to ensure that the

accounting records which disclose with reasonable accuracy the financial position

r

STATEMENT F DIRECTORS' RESPONSIBILITIES

Section 8l of Public Finance Management Act, 2012 and section 14 of the State

Act, require the to prepare financial statements ln respect of that enti ty, which gr

and fair view the state of affairs of the entity at the end of the financial year,/period

operating of

Directors are also responsible for safeguarding the assets of the entity.

The Directors responsible for the preparation and presentation of the entity's financial

which give a and fair view of the state of affairs of the entity for and as at the end of the

year ended on 30, 2020. This responsibility includes: (i) maintaining adequate

that these continue to be effecti

financial

financial

ve throughout the reporting

reasonable accuracy at any

management

period; (ii)

time the

controls

of the entity; (v)

uslng

in conformity

the PFM Act,

and ensunng

proper accounting records, which disc lose with

posltion of the enti ty; (iii) designing, implementing and maintaining internal

presentation of the financial statements, and ensuring that

whether due to error or fraud; (iv) safeguarding the assets

to the preparation and fair

they are free material misstatements,

estimates that

selecting and applying appropriate accounting policies; and (vi) making

reasonable in the circumstances.

accounting

The Directors responsibility for the entity's financial statements, which have been

accounting policies

International Financial

12

S

supported by reasonable and prudent

Reporting Standards (IFRS and

judgements and estimates,

in the manner required by),

and the State Corporations Act. The Directors are of the opinion that the entity's

give a true and fair view of the state of entity's transactions during the financialfinancial

internal financial control

at that date. The Directors further

the entity, which have been relied

as the adequacy of the systems of

year ended June aJ0, 2020 and of the entity financial posl tionS

confirm the of the accounting records maintained

upon in the of the entrtv financial

AS

for

welstatements AS

XV11

I

entity keeps

of the entity.

prepared
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Approval of the

Busia Water and

Dr. George

Chairperson of

d Sewerage Services Company Limited

and Financial Statements
led June 30,2020

financial statements

sewerage services company financial statements were approved by the Board on

_2020 and signed on its behalf by:

l

-la*F-
:dho, Ph.D. Mr. Ojiambo Erick Nakitari

Managing Directorthe Board.

xvlll
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I the accompanying financial statements of Busia Water and Sewerage
pany Limited set out on pages 1 to 41, which comprise the statement of

, because of the significance of the matters discussed in the Basis for
ion section of my report, the financial statements do not present fairly,

disclosed in Note 13 to the financial statements, land and buildings
n the property plant and equipment movement schedule because they

ARTERS

Towers
a Street

4-OO1OO

NAIROBI

Website: www.oagken go.ke
OFFICE OF THE AUDITOR-GENERAL

E n hanc in g Ac countability

P.O. Box 3o

REPORT O THE AUDITOR.GENERAL ON BUSIA WATER AND SEWERAGE
SERVICES PANY LIMITED FOR THE YEAR ENDED 30 JUNE, 2O2O

REPORT O THE FINANCIAL STATEMENTS

Adverse O nton

I have aud
Services
financial p as at 30 June, 2020, and statement of profit or loss and other
comprehe
statement

income, statement of changes in equity, statement of cash flows and
comparison of budget and actual amounts for the year then ended and

significant accounting policies and other explanatory information in
the provisions of Article 229 of the Constitution of Kenya and Section

lic Audit Act, 2015. I have obtained all the information and explanations
which, to the best of my knowledge and belief, were necessary for the purpose of the
audit.

ln my op
Adverse Opi
the financial sition of Busia Water and Sewerage Services Company Limited as at
30 June, 2
ended, in
Basis) and

0, and of its financial performance and its cash flows for the year then
ance with lnternational Financial Reporting Standards (Accrual

o not comply with the Kenyan Companies Act, 2015 and the Public
Finance ement 4ct,2012

Basis for Opinion

1. Property Plant, and Equipment

The sta of financial position as at 30 June, 2020 reflects a balance of
Kshs.698,1 under property, plant and equipment which was however, not supported
byanuptod
identification

assets register indicating the nature, dates of acquisition, cost, unique
ber, current value and current location contrary to Regulation 136(1)

of the Public inance Management (County Governments) Regulations, 2015 which
the Accounting Officer should be responsible for maintaining a register

his or her control

Further, and
were exclud

Report of the A
30 June, 2020

on Busia l{ater and Sewerage Services Comparry Limited for the year



belong to the County Government of Busia. However, the ownership of the land and
buildings could not be determined in the absence of supporting documentation. ln
addition, the service provision agreement signed between Lake Victoria North Water
Service Board and the Company and the handing over notes of assets and liabilities
did not specify the land sizes and valuation on which various water schemes under
Busia Water Company operate from.

ln the circumstances, the accuracy, completeness and ownership of the property,
plant and equipment with the net book value of Kshs.698,102 as at 30 June, 2020
could not be confirmed.

2. Trade and other receivables

2.1 Variance in Trade and Other Receivables

The statement of financial position reflects a balance of Kshs.77,524,111 under trade
and other receivables. However, the schedules provided for audit review reflects a
balance of Kshs.68,268,111, resulting to an unexplained variance of Kshs.9,256,000.
Further, the trade and other receivables balance of Kshs.77,524,111 differ with the
balance of Kshs.76,724,111 reflected in the corresponding Note 15 to the financial
statements, resulting to an unreconciled variance of Kshs.800,000.

Consequently, the accuracy and completeness of the trade and other receivables
balance of Kshs.77,524,111 could not be confirmed.

3. Bank and Cash Balances

The statement of financial position reflects a balance of Kshs.3,566,876 under bank
and cash balances which, as disclosed in Note 16 to the financial statements, includes
an amount of Kshs.1,440,770 being a closing balance of customer deposits held at
the Kenya Commercial Bank Deposit, account number 1266120025. However, the
bank balance of Kshs.1,440,770 was not supported with the certificate of bank
balance and bank reconciliation statement as at 30 June, 2020.

Further, and as previously reported, the statement of cash flows revealed inaccuracies
in the changes in working capital which were used in computing the net cash from
operating activities leading to misstatements in the comparative bank and cash
balances of Kshs.603,968.

Under the circumstances, the accuracy of the reported bank and cash balance of
Kshs.3,566,876 as at 30 June, 2020 could not be confirmed.

4. Trade and Other Payables- Unsupported Customer Deposits

The statement of financial position reflects a balance of Kshs.81 ,047,183 under trade
and other payables which, as disclosed in Note 17 to the financial statements, includes
an amount of Kshs.8,588,755 in respect of customer deposits. However, supporting
schedules and third party confirmations were not provided for audit review. Further,
review of the creditors ageing analysis revealed that creditors amounting to
Kshs.8,188,609 had been outstanding for a period of over ninety days.

Report of the Auditor-Generql on Busiq Lltqter and Sewerage Seryices Company Limited for the year ended
30 June, 2020

2



Under the rcumstances, the accuracy of the customer deposits of Kshs.8,588,755
as at 30 Ju

5. Unsup

The share

,2020 could not be confirmed

d Share Capital Balance

pital balance of Kshs.100,000 reflected in the statement of financial
position not supported with the register of share certificates.

rcumstances, the shareholding of the Company and the accuracy of the
reported nce of Kshs100,000 could not be confirmed

6. Statem of Cash flows

The nt of cash flows reflects a balance of Kshs.6,114,753 being cash
generated
customer a

operations. However, an amount of Kshs.602,192 described as
justments during the year was not supported or explained

umstances, the accuracy of the statement of cash flows for the year
ne,2020 could not be confirmed

7. Lack

A trial bal

Trial Balance

preparation
should be generated at the end of an accounting period prior to the

the financial statements to allow the management check and identify
keeping errors and make necessary adjustments to the financial

Under the

Under the
ended 30 J

possible b

The audit
lnstitutions

accordance
statements
appropriate

Report of the
30 June, 2020

statements However, the Company did not produce a trial balance making it difficult
to determi the accuracy of the balances in the financial statements.

Under th
30 June,

ec mstances, the accuracy of the financial statements for the year ended
could not be confirmed

Company Management in accordance with ISSAI 130 on the Code of Ethics
I have fulfi other ethical responsibilities in accordance with the ISSAI and in

other ethical requirements applicable to performing audits of financial
Kenya. I believe that the audit evidence I have obtained is sufficient and
provide a basis for my adverse opinion.

Key Audit atters

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

Other Ma r

Budget land Performance

The Co had a revenue budget of Kshs.84,319,295 against actual receipt of
Kshs.62,9 ,767 representing an overall under-collection of Kshs.21,336,528 or 25o/o.

s conducted under the lnternational Standards of Supreme Audit
lSSAls). I am independent of the Busia Water and Sewerage Services

uditor-General on Busia ll/aler and Sewerage Services Company Limited for the year ended

3



Further, the Company spent a total Kshs.62,063,034 against a budget of
Kshs.97,732,871 representing an under expenditure of Kshs.35,669,837 or 37o/o of
the budget. The under collection and under expenditure affected the planned activities
and may have impacted negatively on service delivery to the residents of Busia.

Other lnformation

The Directors are responsible for the other information. The other information
comprises the Report of Directors as required by the Companies Act, 2015, and the
statement of the Directors' responsibilities which are obtained prior to the date of this
report, and the annual report which is expected to be made available after that date.

My opinion on the financial statements does not cover the other information and I do
not express an audit opinion or any form of assurance thereon.

ln connection with the audit of the 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 the knowledge obtained in the audit, or
othenryise appears to be materially misstated. Based on the work I have performed
on the other information obtained prior to the date of this auditor's report, if I conclude
that there is material misstatement of this other information, I am required to report
that fact. ! have nothing to report in this regard.

REPORT ON LAWFULNESS AND EFFECTIVENESS !N USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, because of the significance of the
matters discussed in the Basis for Conclusion on LaMulness and Effectiveness in Use
of Public Resources section of my report, based on the audit procedures performed, I

confirm that public resources have not been applied laMully and in an effective way.

Basis for Conclusion

1. Non - Revenue Water

During the financial year under review, the Company produced a total of 1,330,371
cubic meters of water, out of which only 606,447 cubic meters was billed to customers,
leaving a balance of 723,924 (or about 54Yo) of the total volume of water produced as
Non-Revenue Water (NRW), which is 29% over and above the allowable 25o/o set by
the Water Services Regulatory Board Guidelines. The Non-Revenue Water of 54o/o
resulted in a loss of sales estimated at Kshs.17,609,895. The significant level of non-
revenue water has a negative impact on the Company's profitability and its ability to
sustain services. No evidence was provided of any efforts by the Company to address
the situation.

Report of the Auditor-General on Busia Wqter qnd Sewerage Services Company Limited for the yeor ended
30 June, 2020
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Item
Amount

Kshs.
LVN Staff w elfare loans 544,425
Ukulima Sa ;co Society 1,252,461

2. Water arge Tariffs

The Com last reviewed the water tariffs in 2012. This is contrary to Section
72(l)(b) of e Water Act of 2016 which requires that the Regulatory Board should
evaluate an recommend water and sewerage tariffs to the county water services

may affect e operations of the Company

Further, the pany's tariff expired in 2018 and no explanation was provided for the
delay in o ning approval for a new tariff from the Water Services Regulatory Board
(wASREB)
that W

Consequ , the Company Management was in breach of the law

3. Unapp Transfer from Customers Deposits

ar under review, an amount of Kshs.650,000 was drawn from Co-

d approve the imposition of such tariffs in line with consumer protection
of review of the water charge tariffs may lead to low returns which

This is contrary to Section72(c) of the Water Act, 2016 which requires
B should set license conditions and accredit water services providers.

bank account No.01 141237264002 and transferred to KCB account
roval by the Board for the transfer from the customer deposits account

for audit review. Further, and as previously reported, an additional
hs.1 ,513,613 had been transferred from the customers deposits account

y's expenditure account for daily operations without the Board's
has not been refunded to date. No explanation was provided on why the
ng Kshs.2,163,613 has not been refunded.

personnel emolument revealed that the staff costs of Kshs.32,131,682
percent (58%) of the total revenue amount Kshs.55,623,869. This was
Section 25(1Xb) of the Public Finance Management (County

) Regulations, 2015 which limits the wage bill to thirty-five percent (35%)
nue

es which, as disclosed in Note 17 to the financial statements, includes
Kshs.21,075,588 in respect of unremitted statutory deductions and

penalties as iled below

providers
standards

During the
operative d
However,
was not pr

amount of
to the Co
approval a
amount total

was fifty-eigl
contrary to
Governme
of the total

and other pr

an amount

Report of the A
30 June, 2020

4. No pliance with the Law on Fiscal Responsibility - Wage Bill

Review of

Conseque , the Company was in breach of law

5. Unremi Statutory Deduction and Penalties

The stateme of financial position reflects a balance of Kshs.81 ,047,183 under trade

on Busia llater and Sewerage Services Company Limited for the year ended
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Item
Amount

Kshs.
Wevarsity Sacco Society 149,917
LAPTRUST 14,838,722
Co-operative Bank of Kenya 3,427,392
NHIF Penalties 803,300
PAYE Penalties 60,371
Grand Total 21,075,588

No explanation on why the deductions and penalties were not remitted to the
respective bodies.

6. lrregularities in Procurement of Security Services

The statement of statement of profit or loss and other comprehensive income reflects
an expenditure of Kshs.41 ,446,032 under administration costs which, as disclosed in
Note 10 to the financial statements, includes an amount of Kshs.2,640,000 relating to
security services. However, examination of procurement records revealed that the
Securicor firm had not tendered for the supply and provision of security services. The
Securicor firm was engaged by Nzoia Water Services Company Limited
(NZOWASCO) after they took charge of Malakisi treatment scheme and Amagoro
office which were initially under NZOWASCO but the contract expired on
31 December,2017.

Under the circumstances, the Company irregularly engaged the Securicor firm since
January, 2018 without a contract agreement which was breach of law.

The audit was conducted per ISSAI 4000. The standard requires that I 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 comply, in all material respects, with the authorities that govern them. I

believe that the audit evidence I 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, because of the
significance of the matter discussed in the Basis for Conclusion on Effectiveness of
lnternal Controls, Risk Management and Governance section of my report, based on
the audit procedures performed, I confirm that internal controls, risk management, and
governance were not effective.

Report of the Auditor-Oeneral on Busiq Water and Sewerage Services Company Limited for the year ended
30 June, 2020
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Basis for C nclusion

lT lnternal ntro! Weakness

The Compa haS been ope rati ng with out a n approved trateg P nT S c la IT Strateg ic
the Board level and an lT Steering Committee at the l\Ianagement level.

, the Company's strategic goals may not be efficiently and effectively

uires that I plan and perform the audit to obtain assurance about whether
ses and systems of internal control, risk management, and overall

livery of better services

The audit s conducted in accordance with ISSAI 2315 and ISSAI 2330. The

Committee

Conseque
met in the

standard
effective
governance
evidence I

conclusion.

i.t

REPORT O OTHER LEGAL AND REGULATORY REQUIRENTENTS

As required the Companies Act,2015, I report based on my audit, that:

obtained all the information and explanations which, to the best of my
edge and belief, were necessary for the purpose of the audit;

lnm opinion, adequate accounting records have been kept by the Company,
as appears from the examination of those records; and,SO

The ompany's financial statements are in agreement with the accounting
and returns

Responsibi ties of Management and the Board of Directors

Manage
statements

re operating effectively, in all material respects. I believe that the audit
ave obtained is sufficient and appropriate to provide a basis for my

is responsible for the preparation and fair presentation of these financial
accordance with lnternational Financial Reporting Standards (IFRS)
ining effective internal control as Management determines is necessary
e preparation of financial statements that are free from material

whether due to fraud or error and for its assessment of the
of internal control, risk management and overall governance.

e financial statements, Management is responsible for assessing the
ility to continue as a going concern, disclosing, as applicable, matters
rg concern and using the applicable basis of accounting unless the

and for ma
to enable
misstateme
effectiven

Report of the A
30 June, 2020

ln preparing
Company's
related to
Managem is aware of intention to liquidate the Company or to cease operations

Managem is also responsible for the submission of the financial statements to the
Auditor-Gen in accordance with the provisions of Section 47 of the Public
Audit Act, 20 5

on Busia Water and Sewerage Services Company Limited for the year ended
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ln 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
are in compliance with the authorities which govern them, and that public resources
are applied in an effective way.

The Board of Directors is responsible for overseeing the financial reporting process,
reviewing the effectiveness of how the Company 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 Responsi bilities for the Aud it

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or
error, and to issue an auditor's report that includes my opinion in accordance with the
provisions of Section 48 of the PublicAuditAct,20l5 and submitthe audit report in
compliance with Article 229(7) of the Constitution. Reasonable assurance is a high
level of assurance, but is not a guarantee that an audit conducted in accordance with
lSSAls will always detect a material misstatement and weakness when it exists.
It/lisstatements 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.

ln addition to the audit of the financial statements, a compliance audit is planned and
performed to express a conclusion about whether, 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 accordance with the provisions of Article 229(6) of the
Constitution and submit the audit report in compliance with Article 229(7) of the
Constitution.

Further, in planning and performing the audit of the financial statements and audit of
compliance, I consider internal control in order to give an assurance on the
effectiveness of internal controls, risk management and overallgovernance processes
and systems in accordance with the provisions of Section 7(1)(a) of the Public Audit
Act, 2015 and submit the audit report in compliance with Article 229(7) of the
Constitution. My consideration of the internal control would not necessarily disclose
all matters in the internal control that might be material weaknesses under the lSSAls.
A material weakness is a condition in which the design or operation of one or more of
the internal control components does not reduce to a relatively low level the risk that
misstatements caused by error or fraud in amounts that would be material in relation
to the financial statements being audited may occur and not be detected within a timely
period by employees in the normal course of performing their assigned functions.

Report of the Auditor-Generql on Busia llaler and Sewerage Services Company Limited for the year ended
30 June, 2020
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Because
misstatem

its inherent limitations, internal control may not prevent or detect
ts and instances of non-compliance. Also, projections of any evaluation

ue to fraud or error, design and perform audit procedures responsive to
, and obtain audit evidence that is sufficient and appropriate to provide
my opinion. The risk of not detecting a material misstatement resulting
is higher than for one resulting from error, as fraud may involve

exists, I am required to draw attention in the auditor's report to the
isclosures in the financial statements or, if such disclosures are

p to the date of my audit report. However, future events or conditions
the Company to cease to continue as a going concern

overall presentation, structure and content of the financial statements,

ing of the audit and significant audit findings, including any significant
internal control that are identified during the audit.

on Busia Water and Sewerage Services Company Limited for the year ended

9

of ess to future periods are subject to the risk that controls may become
inadequate
the policies

As part of

ecause of changes in conditions, or that the degree of compliance with
nd procedures may deteriorate

audit conducted in accordance with !SSAls, I exercise professional
judgement nd maintain professional skepticism throughout the audit. I also

ldentify assess the risks of material misstatement of the financial statements,

collusion forgery, intentional omissions, misrepresentations, or the override of
,ntrol.internal

a Evaluate he appropriateness of accounting policies used and the reasonableness
of ng estimates and related disclosures made by the Management.

whether
those ris
a basis
from fra

Conclud
basis of

uncerta
related

obtained
may cau

Evaluate
including
underlyin

a

a

on the appropriateness of the Management's use of the going concern
nting and, based on the audit evidence obtained, whether a material

uncerta exists related to events or conditions that may cast significant doubt on
the Com y's ability to continue as a going concern. lf I conclude that a material

inad , to modify my opinion. My conclusions are based on the audit evidence

the disclosures, and whether the financial statements represent the
transactions and events in a manner that achieves fair presentation

Obtain s ient appropriate audit evidence regarding the financial information and
business activities of the Company to express an opinion on the financial
statem

. Perform ch other procedures as I consider necessary in the circumstances

I communi with the Management regarding, among other matters, the planned
scope and ti
deficiencies

Report of the A

30 June, 2020
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I also provide Management with a statement that I have complied with relevant ethical
requirements regarding independence, and to communicate with them all
relationships and other matters that may reasonably be thought to bear on my
independence, and where applicable, related safeguards.

CPA u, CBS
AUDITOR.GENERAL

Nairobi

10 February,2022

Report of the Auditor-General on Busia Water and Sewerage Services Company Limited for the year ended
30 June, 2020
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Busia Water a Sewerage Services Co. Ltd

Annual Rep and Financial Statements
tr'or the ren ed June 30 2020

STATEMENT PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME FOR
THE YEAR 30 JUNE 2O2O

9Note 2019-2020 2018-201
Ksh sKshs

REVENUES
42.718.13 56 53,191,519Revenue

( 19.836.638) (23.232,132 )7Cost of sales
]33,354,881 19,486,00Gross profit

rr,976,51 78 7,693,898In-kind contribut ion -CounW Government of Busia
2.098,350 2,538,13 )9Other Income

)43,147,129 34,000,65TOTAL REVBI IUES

XPENSESOPERATING I
)l0 (41,446,032) (38,373,634Administration C osts

1 1(a) (3,693,215)Selline and Distr bution Costs
(138.962)l 1(b)Finance Costs

)13 (400,473) (367,731Depreciation cha :ge

(45,678,6821 38,741,36 )rTING EXPENSESTOTAL OPER]

)(2,531,553) (4,740,715PROFIT/(LOSS ) BEFORE TAXATION

t2 4,904,85r )Income Tax Expt ,nse/(Credit)

164,13 )(2,531,553)PROFTT/(LOSS ) AFTER TAXATTON

1



Busia Water Sewerage Services Co. Ltd

and Financial Statements
June 2020

OF FINANCIAL POSITION AS AT 30 JUNE 2O2O

Annual
For the

ST

The financial
by:

<

Mr

"+l"n Iwere approved by the Board on

Mr.Rodgermiller Nelson Bunyasi

Head of Finance

202O and signed on its behalf

Dr.George Kwedho, Ph.D.

Note 2020 2019

Kshs Kshs
ASSETS

AssetsNon-Current
Property. plan ;and equipment l3 698,102 968,727

Total Non-Cr rrent Assets 698,102 968,727

Current Asse ts
Inventories t4 1,054,560 458,726

l5 77.524.t1tTrade and oth :r receivables 57,047,701
Tax recoverat le 4,904,850
Bank and casl balances l6 3,566,876 603,968

82.145.547 63.015J45Total Curreu t Assets

82,U3,ilg 63,98J,973Total assets

EQUITY AN D LIABILITIES
Capital and I tesenes
Ordinary shar capital 100,000 100,000

Retained earn ings 1,696,466 (676,83 l )
Caoital and I leserves 1.796.466 (576.E31)

Current Lial ilities
er payables t7 t 1.047.183 64.560.804I'rade and oth

Total Currer rt Liabilities 81.047.183 64,560,804

82,t43,649TOTAL EQr AND LIABILITIES 63,9E3,973

Managing

.,

Chairman of the Board

-Oe-Mxou>r
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Busia Water Sewerage Services Co. Ltd

Annual Reports Financial Statements
For the June 30,2020

STATEMENT CHANGES IN EQUITY FOR THE YBAR ENDED 30 JUNE 2O2O

Grants
TOrdinary share

capital
Retained
earnings

4rlAt July l,2018 100,000 4,063,994

Profit for the year 164,135 164, 35

At June 30,2019 100,000 4,229,019

9At July 1,2019 100,000 4,229,019

Profit for the (2,531,553) (2,531 3)

At June 30,2020 100,000 1,696,466 I

3

I

4,328,019



Busia Water Sewerage Services Co. Ltd

Annual
For the

and Financial Statements
June 30, 2020

STATEMENT F CASH FLOWS FOR THE YEAR ENDED 30 JUNE 2O2O

Note 2019-2020 2018-2019
Kshs Kshs

Cash Flows Fro m Operating Activities

t.962.861Cash generated f rom/(used in) operations l8 (6,1.L4,753)

(6,L14,7531 1.962,861Net cash genera ted from/(used in) operating activities

Cash Flows Fro m Investins Activities

l3 ( r29,8s0) (240,000)Purchase of protr erty, plant and equipment

(129,850) (240,000)Net cash qenera ted from/(used in) investing activities

Cash Flows Fro m Financing Activities
7,693,898Grant from Cour ty Government

;it Account 1,513,613Loan from Depo
Net cash genera ted from/(used in) financing activities 9,207,511

2,962,908 (2,170,t23)Increase/(decrear re) in cash and cash equivalents

603,968 2,774,091Cash and cash er uivalents at beginning of year

603,q6g
SH EQUIVALENTS AT END OF THE

3,566,876
CASH AND CA
YEAR

4



Bu-.- ,,tat-. --d S*,,-.agr --.,'ice- --. L.-
Annual Reports and Financial Statements
For the year ended June 30,2020

STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS FOR THE PERIOD ENDED 30 JUNE 2O2O

Original
budget

Adjustments Final
budget

Actual on
comparable

basis

Performance
difference

Rat
ing
o/o

Remarks

2Al9-2020 z0t9-2021t zuty:zuzu zuly:zu'zu zul9-zuzu tut
9-

202
0

zul9-zuzu

Revenue Kshs Kshs Kshs Kshs Kshs Ks
hs

Sales- Water
53,088,000 53,088.000

31,127,025
(21,960,975)

4t The company fall short of budgeted
water sales due to disconnections
from electricity.

-Sewer
6,120,000 6,120,000

18,660,644
12,540,644

204 Budgeted sewer sales surpassed
because of legalizing illegal sewer
connections

Meter rent
3,550,800 3,550,800

3,402,850
(147,950) 4.1

6

Meter rent for the year was within
the budget

Water bowser/Exhauster 2,060,495 2,060,495 2,098,350 37,855 1.8 Other income surpassed budgeted for
due to sensitization ofservices

Grant from county
government 19,500,000

19,500,000
7,693,898 (11,806,102)

61 Grants were below the budgeted
due to late disbursement of money

Total income 84,3L9,295 84,1t9,295 62,982,767 (21,336,528) ,<

Expenses

Board of directors
1,992,000 1,992,000

2,472,510
(480,510)

24 Low income generated couldn't be
fully spent to cover budgeted
expenditure

Staff remuneration
39,964.913 39,964,913

32,131,681
7,833,232

20 Low income generated couldn't be
fully spent to cover budgeted
expenditure

Opcration and Maintenance
'7,174,630 7.174.630

1,325,485
5,849,145

82 Low income generated couldn't be
fully spent to cover budgeted
expenditure

20,076,000 20,076,000 6.021,176 30

5

Electricitv Low income generated couldn't be



Bu-.- ,tat-, --d S-,,-.rg! --. ,,ic#Uf,mpo-.y, -in ...-
Annual Reports and Financial Statements
For the r ended June 2020

14,054,824 fully spent to cover budgeted
expenditure

Chemicals
10,658,700 10,658,700

2,498,835
8, I 59,865

77 Low income generated couldn't be
fully spent to cover budgered
expenditure

Motor vehicle expenses 22 Low income generated couldn't be
3,034,400

2,367,730
666,670 tully spent to cover budgeted

expenditure
Office and Administration

10,582,228 10,582,228
6,841 ,840

3,740,388
37 Low income generated couldn't be

fully spent to cover budgeted
expenditure

Computers and accessories
250,000 250,000

129,850
1 20,1 50

48 Low income generated couldn't be
fully spent to cover budgeted
expenditure

Levies
4,000,000 4,000,000

640,279
3,359,721

84 Low income generated couldn't be
fully spent to cover budgeted
expenditure

Total expenditure
97,732,871 97,732,871 62,063,034 35,669,937

37 Low income generated couldn't be
fully spent to cover budgeted
expenditure

6
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Busia Water Sewerage Services Co. Ltd

Annual
For the

i) The

rigorous

ii) Revenue

it had a negative

iii) Sewer sales

iv) Other vote

collected.

and Financial Statements
June 30, 2020

incurred under vote head board of directors were more than budgeted due to the

of management staff that was not foreseen during budgeting.

was less than forecasted in the budget majorly due to Covid l9 directives gi

effect to revenue collections.

significantly due to new sewer connection.

under the budget were less than what was budgeted due to less revenue
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Busia Water Sewerage Services Company Limited

Annual
For the r

and Financial Statements
June 3 2020

NOTES TO FINANCIAL STATEMENTS

I. GENERAL RMATION

Busia W' and Sewerage Services Co. Ltd is established by and derives its authority and

from Busia County Water and Sewerage Services,20l5 Act and is domiciled in
Kenya. The 's principal activity is provision of Water and Sewerage services to the residents

of Busia C

For Kenyan

of financial
Act reporting purposes, the balance sheet is represented by the statement

and the profit and loss account by the statement of profit or loss and other

income in these financial statements

2. STAT OF COMPLIANCE AND BASIS OF PREPARATION

The statements have been prepared on a historical cost basis except for the measure$nent

at re-valued of certain items of property, plant and equipment, marketable securities and

financial at fair Value, impaired at their estimated recoverableassets

value The preparationS of financial
amounts and

statements inactuarially
conformity

C

liabi litie at their present

International Financial Reporting Standards (IFRS) allows the use of estimates

and assum It also requires management to exercise judgement in the process of applying

the entity's ng policies.

The statements have been prepared and presented in Kenya Shillings, which is the

reporting currency of the Company.

statements have been prepared in accordance with the PFM Act, the State

Act and International Financial Reporting Standards (IFRS). The accounting

functional

The

policies have been consistently applied to all the years presented.

3. APPLICA ION OF NEW AND REVISED INTERNATIONAL FINANCIAL
REPORT G STANDARDS (IFRS)

i) Relev new standards and amendments to published standards effective for the year

30 June 2020

IFRS I Leoses

The standard, effectiVC lbr annual period beglnnrng on after St January 2or

a new lessee accounting model which requtre a lessee to recognise assetsS

asset

0l 9,

and

is ofliabi for all lease with a term o more than I 2 months unless the underlyingf
low
the

A lessee is required to recognise a right-of-use asset representing its right to use

leased asset and a lease liability representing its obligation to make lpase

8
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a Busia Water an Sewerage Services Company Limited

Annual
For the

and Financial Statements
June 30 2020

NOTES TO FINANCIAL STATEMENTS (Continued)

3. APPLI TION OF NEW AND REVISED INTERNATIONAL FINANCIAL
REPOR G STANDARDS (IFRS) (Continued)

i) new standards and amendments to published standards effective for the

30 June 2020(Continued)
year

Appl of IFRS l6 requires right-of-use assets and lease liabilities to be recognised in
respect most operating leases where the Company is the lessee

IFRIC Uncertainty Over income tox treatments

The addresses the determination of taxable profit (tax loss), tax bases, unused
tax los unused tax credits and tax rates, when there is uncertainty over income tax

under IAS 12. It specifically considers:

tax treatments should be considered collectively

for taxation authorities' examinations

determination of taxable profit (tax loss), tax bases, unused tax losses, unused tax
ts and tax rates

effect of changes in facts and circumstances

a

a

A to IFRS 9 titled Prepayment Features with Negative Compensation (issued in
October ,In

'fhe applicable to annual periods beginning on or after I January 2019, allow
entities measure prepayable financial assets with negative compensation at amortised cost
or fair through other comprehensive income if a specified condition is met.

Amen to IAS 28 titled Long-term Interests in Associates and Joint Ventures (issued
ul 20r7)

a

an

provide

com

2017.

The
that

applicable to annual periods beginning on or after 1st

applies IFRS 9, rather than IAS 28, in accounting for
and joint ventures

issued into IFRS 3 - Annual Improvements to .IFfi^Ss 2015-2017 Cycle,

applicable to annual periods beginning on or after lst January 2019,

guidance on applying the acquisition method to particular types of business

January 2019, clarifo
long-term interests in

The

9



Busia Water a Sewerage Services Company Limited

Annual
For the

and Financial Statements
ren ed June 30 2020

NOTES TO FINANCIAL STATEMENTS (Continued)

3. APPLI TION OF NEW AND REVISED INTERNATIONAL FINANCIAL
REPO TING STANDARDS (IFRS) (Continued)

D new standards and amendments to published standards effective for the year

June 2019(Continued)

applicable to annual periods beginning on or after lst January 2019, clarify
not re-an entity obtains joint control of a business that is a joint operation, it does

of the first annual reporting period that begins on or after I st January 209.
andentity to use updated actuarial assumptions to determine current service cost

for the remainder of the annual reporting period after the plan amendment,

or settlement when the entity re-measures its net defined benefit liability (asset) in

specified in the amended standard.

ents do not have any impact to the company.

Amen to IFRS Il - Annual Improvements to IFRSs 2015-2017 Cycle, issued in
2017

ended

The

that

measure ts previously held interests

to IAS 12 - Annual Improvements to IFRSs 2015-2017 Cycle, issued in

2017

The applicable to annual periods beginning on or after lst January 2019, clarify

that all tax consequences of dividends should be recognised when a liability to pay a

dividend
or loss,

is recognised, and that these income tax consequences should be recognised in profit

comprehensive income or equity according to where the entity origirtally

the transactions to which they are linked

A to IAS 23 - Annual Improvements to IFRSs 2015-2017 Cycle, issued in
2017

The applicable to annual periods beginning on or after lst January 2019, clarifu

that the of borrowings made specifically for the purpose of obtaining a qualifying asset

weighted averagethat is ly completed can be included in the determination of the

of costs for other qualifying assets.

to IAS 19 titled Plan Amendment, Curtailment or Settlement (issued ,n

2018)

The , applicable to plan amendments, curtailments or settlements occurring on or

after the

requires

net

curtar

the

The am

10
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NOTES TO FINANCIAL STATEMENTS (Continued)

3. APPLI ATION OF NEW AND REVISED INTERNATIONAL FINANCIAL
REPO G STANDARDS (IFRS) (Continued)

yearii) New

ended

IFRS 17

amended standards and interpretations in issue but not yet effective in the

June 2019

Contracts (Issued I8 May 2017)

IFRS I7 insurance liabilities to be measured at a current ful
lneasurement and presentation approach for all insurance

are de to achieve the goal of a consistent, principle-based accounting for insurance

IF'RS 17 IFRS 4 Insurance Contracts as of I January 2021

to References to the Conceptual Framework in IFRS Standords (Issued 29 Morch
2018- for onnual periods beginning I January 2020)

more

Together ith the revised Conceptual Framework published in March 2018, the
A to References to the Conceptual Frantework in IFRS Standards. The

fillment value and provides a

contracts. These requirements

contracts.

IASB also issued
document contains
IAS 38, IFRIC I2,

those
to thep

ant to IFRS 2, IFRS 3, IFRS 6, IFRS 14, IAS l, IAS 8, IAS 34, IAS 37,
IFRIC I , IFRIC 20, IFRIC 22, and SIC-32. Not all amendments, however update

with regard to references to and quotes from the framework so that they refer
revised C Framework Some pronouncements are only updated to indicate which version of
the fram they are referencing to (the IASC framework adopted by the IASB in 2001, the tASB

2010, or the new revised framework of 2018) or to indicate that definitions in the

not been updated with the new definitions developed in the revised Conceptual
of

do not plan to apply any of the above until they become effective. Based on their
thereof the potential impact of application of the above, they do not expect that

will be a impact on the company's financial statements.

standard

The

ll
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Annual Repo and Financial Statemcnts
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NOTES TO FINANCIAL STATEMENTS (Continued)

3. APPLICA ION OF NEW AND REVISED INTERNATIONAL FINANCIAL
REPORT

iii) Early

G STANDARDS (IFRS) (Continued)

option of standards

The did not early - adopt any new or amended standards in year 2020.

Y OF SIGNIFICANT ACCOUNTING POLICIES4.S

T'he

a)

out below:

recognition

Revenue s recognized to the extent that it is probable that future economic benefits will flow

accounting policies adopted in the preparation of these financial statements are set

and the revenue can be reliab ly measured Revenue IS at fair
consideration recei ved or expected to be recel ved n the ordinary

recognized
cotrrse

the
of the

butions are donations that are made to the company in the form of actual goods
lude vehicles,
contributions

s activities, net of value-added tax (VAT), where applicable, and when specific
cntena been met for each of the company's activities as described below

i) ue from the sale of goods and services is recognized in the year in which the
's delivers products to the customer, the customer has accepted the products

collectability of the related receivables is reasonably assured

ii) G ts from National Government are recognized in the year in which the company's
receives such grants. Recurrent grants are recognized in the statement of

life ofthe assets that has been acquired using such funds

ii i) ce income comprises interest receivable from bank deposits and investment in
s, and is recognized in profit or loss on a time proportion basis using the

ve interest rate method.

ir) income is recognized in the income statement in the year in which the right to
ve the payment is established

v) income is recognized in the income statement as it accrues using the eff'ective
agreements.

vi) er income is recognized as it accrues

b) In-kind tions

to the
value

rather than ln
eq or personnel

monev cash terms. These donations mav lncor
theservlce Where financial ue recel ved for ln -kind

In-kind
and/or S

S val
determined, the company includes such value in the statement of

ve income both as revenue and as an expense in equal and opposite amounts;
can be

the contribution is not recorded

t2

income. Development/capital grants are recognized in the statement of
position and realised in the statement of comprehensive income over the useful
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NOTES TO FINANCIAL STATEMENTS (Continued)

SUMMAR OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

c)P

All

, plant and equipment

of property, plant and equipment are initially recorded at cost less accumulated
and impairment losses.

Certain of property, plant and equipment are subsequently carried at re-valued
fair accumulated

is desired,
amounts, being their value at the date of re-valuation less any subsequent

and impairment losses. Where re-measurement at re-valued amounts
all i in an asset category are re-valued through periodic valuations carried out by

external valuers

Increases in the carrying amounts of assets arising from re-valuation are credited to other
co ve income. Decreases that offset previous increases in the carrying amount of the
same are charged against the revaluation reserve account; all other decreases are charged

loss in the income statement.to profit

d) and impairment of property, plant and equipment

Freehold and capital work in progress are not depreciated. Capital work in progress

to the costs of ongoing but incomplete works on buildings and other civilrelates
works installations.

Depre on property, plant and equipment is recognised in the income statement
straight basis to write down the cost of each asset or the re-valued amount to its res

value its estimated useful life. The annual rates in use are

Gains
com

Buildings
Plant and
Motor

Items of
carrying
lmpal loss

cles, including motor cycles
and related equipment
pment, furniture and fittings

25 years or the unexpired lease period
12.5 years
4 years
3 years

12.5 years

losses on disposal of items of property, plant and equipment are determined by
the proceeds from the disposal with the net carrying amount of the items, and are

in profit or loss in the income statement.

ona
idual

civil works

Com
Office

A full 's depreciation charge is recognised both in the year of asset purchase and in the
year of disposal.

, plant and equipment are reviewed annually for impairment. Where the
of an asset is assessed as greater than its estimated recoverable amount, an

is recognized so that the asset is written down immediately to its estimated
recovera amount.

l3

t
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NOTES TO T FINANCIAL STATEMENTS (Continued)

OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

e)I assets

4S

assets compn e purchased computer SO ftware
basis of costs incurred acqulre bringto and to use the

S license S which are

specl fic software
capitalized on
. These costs

the
are

over the estimated useful life of the intangible assets from the year that they are

availab for use, usually over three years.

f) Am

loss is
amount.

g) Investm

and impairment of intangible assets

is calculated on the straight-line basis over the estimated useful lif'e of computer
software three years

software is reviewed annually for impairment. Where the carrying amount of an

asset is assessed as greater than its estimated recoverable amount, an impairryrent
so that the asset is written down immediately to its estimated recoverable

property

Bui or part of a building (freehold or held under a finance lease) and land (freehold or
an operating lease) held for long term rental yields and/or capital appreciation, and

not occupied by the entity, are classified as investment property under non-current
held
which
assets.

property is carried at fair value, representing open market value determlned
by independent extemal valuer. Changes in fair values are included in profit or

loss in income statement.

h) Finance operating leases

Leases confer substantially all the risks and rewards of ownership to the entity are

finance leases. Upon initial recognition, the leased asset is measured at an

to the lower of its fair value and the present value of the minimum lease
classi AS

amount ual

policy

P

over the of the lease. incentives vedLease recei are

total the term of the lease

All

All

and the asset is subsequently accounted for in accordance with the accounting
icable to that asset.

leases are treated as operating leases and the leased assets are recognized in the

of financial posl tion to the extent of prepaid lease rentals at the end of the year.
profit or loss on a straight-line basis
recognized as an integral part ofthe

made under operating leases are reco gnized ln

expense over

l4
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NOTES TO FINANCIAL STATEMENTS (Continued)

4S Y OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

D Fixed

Fixed
(cBK

st

investments (bonds)

investments refer to investment funds placed under Central

)

Bank of Kenya
the intention ofong-term infrastructure bonds and other corporate bonds with

earnlng interest income upon the bond's disposal or maturity. Fixed interest investments are

fieely at the Nairobi Securities Exchange. The bonds are measured at fair value

i) Quo

profit or loss.

investments

Quoted
traded

investments are classified as non-current assets and comprise marketa
at the Nairobi Securities Exchange or other regional and

secun exchanges. Quoted investments are stated at fair value.

k) Unquo investments

Unq investments stated at cost under non-current assets, and comprise equity shEres

held in Government owned or controlled entities.

l) In

ble securities
international

are stated at the lower of cost and net realizable value. The cost of inventories
purchase price, import duties, transportation and handing charges, and is
on the moving average price method.

other receivables

other receivables are recognized at fair values less allowances for

compn

m) Trade

Trade

vear

n)

any
An
the

uncol ble amounts. These are assessed for impairment on a continuing basis

is made of doubtful receivables based on a review of all outstanding amounts at

. Bad debts are written off after all efforts at recovery have been exhausted.

income tax

income tax assets and liabilities
to be recovered from or paid to

used compute the amount are those
date in the area where the Entity operates and generates taxable income. Current

tax relating to items recognized directly in net assets is recognized in net

statement of financial performance

for the current period are measured at the amount
the taxation authorities. The tax rates and tax laws
that are enacted or substantively enacted, at the

assets and

not in

l5
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NOTES TO FINANCIAL STATEMENTS (Continued)

4 SUM Y OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

n)T

tax

tax is provided using the liability method on temporary differences between
tax of assets and liabilities and their carrying amounts for financial reporting purposes

at the date.

(Continued)

income tax (Continued)

income tax assets and liabilities for the current period are measured at the
to be recovered from or paid to the taxation authorities. The tax rates and tax WS

used compute the amount are those that are enacted or substantively enacted, at the
date in the area where the Entity operates and generates taxable income. C

tax relating to items recognized directly in net assets is recognized in net assets

periodically evaluates positions taken in the tax returns with to
SI in which applicable tax regulations are subject to interpretation and establ

where appropriate.

the

tax liabilities are recognized
of taxable temporary differences

AS and interests in joint ventures,
can be controlled and it is

in the foreseeable future.

to the
allow

for all taxable temporary diff-erences, except in
associated with investments in controlled entities,
when the timing of the reversal of the temporary

probable that the temporary differences will not

tax assets are recognized for all deductible temporary differences
ofunused tax credits and any unused tax losses. Deferred tax assets are

to the that it is probable that taxable profit will be available against which

tax
with in controlled entities, associates and interests in joint ventures,
tax are recognized only to the extent that it is probable that the temporary
will in the foreseeable future and taxable profit will be available against

differences can be utilized.

fhe amount of deferred tax assets is reviewed at each reporting date and redurced

that it is no longer probable that sufficient taxable profit will be available to
are
me

, the carry
recognized

the

the

tax assets and liabilities are measured at the tax rates that are expected
the y when the asset is realized or the liability is settled, based on tax rates (an

been enacted or substantively enacted at the reporting date

to apply in
d tax laws)

that

l6

temporary differences, and the carry forward of unused tax credits and unused
can be utilized, except in respect of deductible temporary differences associated



For the June 2020

NOTES TO FINANCIAL STATEMENTS (Continued)

OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(Continued)

tax (Continued)

tax relating to items recognized outside surplus or deficit is recognized outside
surp or deficit. Deferred tax items are recognized in correlation to the underlying

in net assets. Deferred tax assets and deferred tax liabilities are offset if a legally
right exists to set off current tax assets against current income tax liabilities and
taxes relate to the same taxable entity and the same taxation authority.

o) Cash

Busia Water

Annual Rcpo

4

n)

enforc

p) Bo

In
of

incl
and

Trade

Sewerage Services Company Limited

and Financial Statements

cash equivalents

cash equivalents comprise cash on hand and cash a bank,

the

Cash

c

t short term deposits
less. whi

on
chcall

are

highl v liqul vestments wlth an oflginal maturity of three mon ths ord ln
convertible to known amounts of cash and are subject to insignificant risk of

ln value. Bank untacco balances nc lude amounts held at the
al at the end of the reporting periodKenya at vanous Commerci Banks

of financial and alSO includestatements cash cash equivalents

Central Bank of
For the purposes
shoft term cash

inance charges,
on accrual basis

IS

ln

cost

and advances to authorized public officers and/or institutions which were not
or accounted for at the end ofthe financial year

bearing loans and overdrafts are initially recorded at fair value being received, net
costs associated with the borrowing. Subsequently, these are measured at amortized
g the effective interest rate method. Amortized cost is calculated by taking into
any ISSUE cost and any discount or premium on settlement. F

able of are accounted forpremlums pay settlement or redemption
added to the carrying amount of the instrument to the extent that they are not settled

in the in which they arise. Loan interest accruing during the construction of a project
IS zed as part ofthe cost ofthe project.

q) Trade other payables

other payables are non-interest bearing and are carried at amortized cost, which
at the fair value of contractual value of the consideration to be paid in future

of goods and services supplied, whether billed to the entity or not, less any payments
made the suppliers.

t7
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NOTES TO FINANCIAL STATEMENTS (Continued)

4 SUM Y OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

ent benefit obligations

The ty operates a defined contribution scheme for all full-time employees from July I
2016. scheme is administered by LAPTRUST and is funded by contributions from both
the and its employees. The company also contributes to the statutory National
Social Security Fund (NSSF). This is a defined contribution scheme registered under the

N Social Security Act. The company's obligation under the scheme is limited to
contributions legislated from time to time and is currently at l5Yo of the basic pay

per per month.

s) Provi for staff leave pay

' entitlements to annual leave are recognized as they accrue at the employees. A
provls is made for the estimated liability for annual leave at the reporting date

E0 ge rate differences

The ac records are maintained in the functional currency of the primary economic
which the entity operates, Kenya Shillings. Transactions in foreign

s during the yearlperiod are translated into the functional currency using the

rates prevailing at the dates of the transactions or valuation where items are re-

Any foreign exchange gains and losses resulting from the settlement of such
and from the translation at year-end exchange rates of monetary assets and

liabili denominated in foreign currencies are recognized in profit or loss.

u) information

The budget for Financial Year 2019-2020 was approved by the Board of Directors.
revisions or additional appropriations were made to the approved budget in

with specific approvals from the appropriate authorities

s budget is prepared on a different basis to the actual
ln the financial statements The financial statements are prepared

uslng classification based on the nature of expenses in the statement of financial

actual prepared on a comparable basis to the approved budget, is then presented in

r)

en

in the

ln

The ty

the

income and expenditure
on accrual basis

S

Sadj
of comparison of budget and actual amounts. In addition to the Basi

ustments to amounts in the financial statements are also made for difference
and classification schemes adopted for the presentation of the financial

and the approved budget.

l8

whereas the budget is prepared on a cash basis. The amounts in the financial
were recast from the accrual basis to the cash basis and reclassified by
to be on the same basis as the approved budget. A comparison of budget and
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NOTES TO FINANCIAL STATEMENTS (Continued)

4SU Y OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

v) Se concession arrangements

determ
where
asset

assets

or

asset

cash

w) Com figures

Where
reconfi

the
amounts
based its
prepared
change
changes

with IFRS requires
reported amounts of

estimates could
of the asset or

material adjustment to the carrying
:ar, are described below. The Entity

The

to

analyses all aspects of service concession arrangements that it enters into in
the appropriate accounting treatment and disclosure requirements. In particular,

private party contributes an asset to the arrangement, the Entity recognizes that
and only when, it controls or regulates the services the operator must provide

with the asset, to whom it must provide them, and at what price. In the case of
than 'whole-of-life' assets, it controls, through ownership, beneficial
otherwise - any significant residual interest in the asset at the end of the

. Any assets so recognized are measured at their fair value. To the extent that an

been recognized, the Entity also recognizes a corresponding liability, adjusted by a
paid or received

comparative figures for the previous financial year have been amended or
to conform to the required changes in presentation.

x) Su ent events

Ttrere been no events subsequent to the financial year end with a significant impact on

statements for the year ended June 30, 2020

5 SIGNIFI ANT JUDGMENTS AND SOURCES OF ESTIMATION
UNC Y

of the Entity's financial statements in conformity

the

The
to make judgments, estimates and assumptions that affect the

revenues, assets and liabilities, and the disclosure of contingent liabilities, at the end

of the period. However, uncertainty about these assumptions and

result in that require a material adjustment to the carrying amount
liability in future periods
State all j estimates and assumptions made

Estimates assumptions

The key concernlng the future and other key sources of estimation uncertainty at

date, that have a significant risk of causing a

o assets and liabilities within the next financial ye

and estimates on parameters available when the financial statements

, existing circumstances and assumptions about future developments
were
may

to market changes or circumstances arising beyond the control of the Entity. Such
reflected in the assumptions when they occur.
FINANCIAL STATEMENTS (Continued)

t9
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5 SIGNIFI JUDGEMENTS AND SOURCES OF ESTIMATION UNCERTA

Useful r and residual values

lives and residual values of assets are assessed using the following
future use and value from disposal:

to

a

a

a

a

a

The
infbrm

value w

'Ihe

The

tion of the asset based on the assessment of experts employed by the Entity
of the asset, its susceptibility and adaptability to changes in technology and

The

A
of the processes in which the asset is deployed
of funding to replace the assets

in the market in relation to the asset

were not raised since management could not determine an estimate based

available. Provisions are measured at the management's best estimate

required to settle the obligation at the reporting date, and are discounted to

the effect is material.

proce

on the

of the

20
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6RE

7 COST O SALES

8 GRANTS M NATIONAL GOVERNMENT

2019t2020 2018/2019
Kshs Kshs

31.128.025 29,972,518Water sal 3S

3,402,850 3,345,900Meter rer t
18,660,644 9,399,717Server
53,191,519 42,718,135Total

2019t2020 201812019
KshsKshs

l45,l5l 15,312Opening ;tock -chemicals
:hasesAdd pur

Water le' WARMA/les 495,279 528,t44
WASPA 145,000

1,3 I 8,8 l9WASREB (4% Revenue) 2,127,660

14,054,824 16,150,567Electricit'
3,643,024 5,364,441Chemical s-purchases
(774,300) (145,151)Less Clos ing stock- Chemicals

19,836,638 23,P,32,132Total

2018t20192019t2020
Kshs Kshs

Reccurrer rt grants received
In Kind d onations -Busia County Government 7,693,898 I1,976,517

7,693,898 11,976,517Total

2t
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NOTES TO FINANCIAL STATEMENTS (Continued)

COME9 OTHER

The tigure to both external and intemal exhauster and water bowser charges

10 AD TRATION COSTS

2019- 2020 2018-2019
KshsDescripl lon Kshs

2,098,350 2,368,130Exhauste r and Water Bowser
170,000Penalties

2,098,350 2,538,130Total

2019t2020 2018t 2019

Descripti )11 Kshs Kshs

IStaff Cor t
t6.030,027 2t,21'. ',1541Salaries z nd allowances of permanent employees

Wages ol 'temporary employees 2,940,668 l,J9 ;,650

452.551Acting al lowance
llorvance 433,000Airtime a

ICommutt rr allowance 1,740,000
5,814,000House all owance

rty allowance 173,672 ISpecial d

Medicali Lllowance 624,600
Secondec staff stipend 128,852

880,200 63 ;,040Cornpuls, >ry national social security schemes

Other per sion contributions-LAPTRU ST 2,389,856 2,56 ,376
524.256 32:;,330Leave pa l and gratuity provisions

I

Annual p :rformance reward
Board of Directors

2.472.5t0 1 111 t.287Directorr 'emoluments
Office ru nning expenses
Postage, Telephone and Internet 363,732 23ii,042

509,795
930.990Transpor tation, travelling and subsistence

Newspap :r & Periodicals 15,600 3( t,720

Printing, ;tationery
ring stock 67,205ope

Purc 708,995hases

653,550 54i i,700Less : Closing stock (122,650)
66,400 lt r,000Staff trair Ing expenses

Security r rervrces 2,640,000 2,88. 1,456

1,07'. 1,910Fuel
83,860 21,I,600Software maintenance

6 t,290Lab Reap ents
629.680 44 ,187Domestic Requisites /Hospital ity

5 ),000Social Cc rporate Responsibility

22
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421,150Motor veh cle
3 1,140Uniform Protective Cloth 48,990

Office bui dings repairs
22,400 66,200Subscriptir rn Fees

I Advertisements 358,540Publicity d

155 .7 16 ICrosscuttir rg issues Miscellaneous
100,010 68,089Repairs &J vlaintenance

IOperations & Maintenance
IOp ening stock

pul chases

Ler is: Closing stock I ,625,03 |

394,830 17,460Cornputer Accessories
icle inspections 300Motor veh

417,952Motor Vel icle Insurance 332,278
105,531Bank char qes and commissions

:emuneration 400,000Auditors'
ILesal fees

803,300N.H.l.F pe nalties
60,371P.A.Y.E P enalties

IConsultan :y /Professional Fees

25,015Office req uisite
5,000Licenses

Funeral E; (pense 5,000
31.444Electricitt Administration

400,000Audit fee
41,446,032 38,373,634Total

Z)
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tE FINANCIAL STATEMENTS (Continued)

NG AND DISTRIBUTION COSTS

2019-2020 2018-201 9

Descripl lon Kshs Ksl IS

Orreratir rnal Costs
Desludgj ng 4l,050
Operatio n and maintenance 474,755
Pipes anr I Fittines

Opening stock 246.370
Purchases 704,820
Closing stock (197,610) 753,580

Repairs < rn parts and materials 56,100
Subtotal 1,325,485
Motor ! ehicle expenses
F'uel 931,700
Motor V :hicle Repair and Maintenance 1,436,030

Subtotal 2,3671730

Grant T otal 3,693,215

COSTS

Description 2019-2020 Kshs 2018-2019 Ksh
Bank Charges 138,962

Total 138,962

24
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FINANCIAL STATEMENTS (Continued)

TAX EXPENSE(CREDrr)

of tax expense/ (credit) to the expected tax based on accounting profit

2019-2020 2018-
2019

Kshs Kshs

before taxation 4 140 715

at the tax rate of 30Yo I 14

effects ofexpenses not deductible for
I 10.3 l9

De reciation cha

effects of income not taxable-Grants (3,592,955)
Busia

,553) (4,904,850)

25
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

13 PROPERTY, PLANT AND EQUIPMENT

Plant and
Mechinerv

Water Supply
Infrastructure

Motor
Vehicles

incl. Motor

Computers &
Related

Furniture
&

Office
Equipment

Water Meters Total
Cycles

rqurpmellf,
Fittings

COST OR VALUATION

At lst July,2019 682,075 294,344 2,646,967 921,450 895,096 618,959 5,477,000 11,535,991

Additions 129,850 129,950

Transfers

Disposals

At 30th June, 2020 682,075 294,344 2,646,967 1,051,300 895,096 618,959 5,477,000 11,665,741

DEPRECIATION

At July 1,2019 334,568 64,296 2,646,967 848,080 871,973 370,781 5,430,500 10,567,164

Charge for the year 54,566 23,548 203,220 23 I 23, 49,517 46,500 400,473

At June 30,2020 389,134 87,844 2,646,967 1,051,300 895,096 420,298 5,477,000 11,554,995

NET BOOK VALUE

At June 30,2020 292,941 206,500 198,661 698,102

At June 30,2019 347,508 230,048 73,,370 23,123 248,179 46,500 968,727

The ownership of office buildings and land at the headquarters in Busia town is a property of the county government of Busia.
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t4

l5 (a)

ENTORIES

20t9-2020 2018-2019
Kshs T .shs

Ch emicals 734,300 145, t5l
Pir es and fittings L97,61,0 246. 370

Ste tionery and general stores 1,22,650 67 205
1,054,560 458, 726

\DE AND OTHER RECEIVABLES

2019-2020 2018-2019
Kshs I,( shs

Bu ;la 43,199,105 32,529 848

Na nbale 5,344,929 4,582 861

Ma layos 8,3L1,797 6,532 970

Ma laba kocholia 12,212,873 13,402 022

Pur ely Sewer Customers 7,656,007

Ne trade and other receivables 76,724,111 57,047 701
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AND CASH BALANCES

s cash is held at Kenya Commercial Bank, Equity Bank and Cooperative Bank of
has a business pay bill with Safaricom Company Ltd.

ORDIN SHARE CAPITAL

The
The

Kenya.

2019-2020 2018-2019
Kshs Kshs

Coc perative Bank Revenue Account 01141237264000 57,933 82,79t
9.344Co< perative Bank Expenditure Account 01141237264001 t9,964

39,8s0 400,7 t5Coc perative Bank Customer Deposits 0t141237264002
1,288,375MN lF-Mpesa Pay bill No. 689872

26,762 il 1.il9M-I 'esa Pay billNo. 689872

Eqr 0780279267508 162,033Lity Bank Revenue Account
Eqr itv Bank Expenditure Account 0780279267525 53 1,1 90

1,440,770
Ker
Acr

Lya Commercial Bank Customer Deposits
ount

1266120025

Tol al 3,566,876 603,968

2019-2020 2018-2019
Kshs Kshs

Au thorised:
BL WASSCO ordinary shares 100,000 100,000

To tal 100,000 100,000
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t7 ,E AND OTHER PAYABLES

2019-2020 2018-2019
Kshs KshsC] IEDITORS

1,200,000A( IDITOR GENERAL'S FEE
1,342,168 1,618,661PA N AFRICA CHEMICALS

660.0001,740,000BI ILLS SECURITY SERVICES
376,768 376.7 68C( IRNERSTONE SECURITY SERVICES

3 r,400M iORIAUTO SPARES
9,000D( )MINION DISHES

146,000MI ]LIAKO CONTRACTORS
248,000248,000SL LIS EAST AFRICA LTD
102,26079,000M \LCOMS AGENCIES

l,170,5 r 6 624,950Kt L CHEMICALS LTD
390,80sLI )NEL GENERAL STATIONARIES OFFICES
145,290A( )UATREAT
142,500 171,250BC IRDERLINE CONTRACTORS

62.000BC RDERLINE CONTRACTORS
13,000BI WANGA ENTERPRISES

75,620 188,420SP ]LLION KENYA LTD
I 10,000 r 578s0JO -OF ENTERPRISES
75,200rLoJO

340,950 239,920FA RMVIEW HOTEL
39.000D1 VIS & SHIRTLIFF

441,600 68,000CF. ARLINK GENERAL SUPPLIES
2t,200CI LORIDE EXIDE K LTD

232,278CI( ] GROUP
140,000 r 40.000CC AST INDUSTRIAL & SAFETY SUPPLIES LTD

r 05,740I 19,990AII )ATEK ENTERPRISES LTD
I 18,300BA HIBRANIABUILDING & CONSTRUCTION LTD
112,400SH IUMUTI ENTERPRISES
I 10,7 451 10,7 45BL TAYA VENTURES

5 3,000 5 3,000KII IARU AUTOWORKS
400,000 400.000KE NYA NATIONAL AUDIT OFFICE

6,t38,972 |,392,395KP LC
1,3 18,8 r 9 I ,3 r 8,819TSREBW;
r,r93,03 r 867,365W,, rRMA
5,013,685 5,01 3,685LV NWSB

55,000Wr rSPA
SA LARY RELATED PAYABLES
GR OSS PAY FOR JUNE

2.414,798 1,079,279NE T SALARY
184,r l6SUAL NET SALARYCA

L.\ .N STAFF WELFARE SAVINGS
544,425 44,650L.\ N STAFF WELFARE LOANS

228,000L.\ N. STAFF WELFARE SHARES
l,048,9031,252,461ULIMA SACCO SOCIETY

148.917 lr2,s65wt VARSITY SACCO SOCIETY
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LA ,TRUST 14,838,722 10,537,203
25.845CO OPERATIVE BANK OF KENYA 3,427,392 2,1

32s.330LE, IVE ALLOWANCE
485,500 182.858UN ,AID DIRECTORS SITTING ALLOWANCES

3 5,000BO D CHAIRMAN HONORARIA
03.300N.F t.I.F PENALTIES 803,300 {

PA' 1E PENALTIES 60,371 60,371
t76,812 l6t .87 4PA' /E JUNE

,.I.F JUNE 61,650 52,650N.F
31.180N.S .S.F 188,480

CR
SU]

EDITORS FROM JOINT KAKAMEGA-BUSIA WATER
,PLY

541 ,333 4 t ,333AU DITOR GENERAL
183.r64BE, \TWAM LIMITED INTEGRATED r83,r64

185,127 t8s.l2lAQ UATREAT
219,623 219,623BE] )ROCK HOLDINGS LTD

16,667 16,667BE ICO ENGINEERING
CIC 7,032 7,032

z))J I ICO \ST INDUSTRIAL & SAFETY SUPPLIES LTD z));t t

t22.250DO JBLE SHASHA 122,250

26,000 26.000GM BUSOLO CONTRACTORS
17,400 r7.400GO -F HOTEL
t9,777 19,7'17HI( iH RISE DESIGNERS

594,28',7 394,287ICE A LION GENERAL ASSURANCE
JUt IKA AUTOMOBILES 66,478 66.478

60.n2 60.1t2KA (AMEGA GENERAL MOTORS
348,708 48.708KI]. IETICS ENGINEERING LTD
333,33 3 JJ,JJJLE( iAL FEE

19,397,035 l9 97LVI {WSB LEVIES
31.627MO RISAM CONSRUCTION 31,627

585.833NU )AXX SERVICES 585,833
)+J JZ+JPAI IIDA ENGINEERING

778,350 778.3 s0PAI .I AFRICA CHEMICALS LTD
TAL CORPORATION OF KENYA ', 'r11 1 111POI

36.667 36.667SA] IAJANAND SPARES CORNER LIMITED
39,41 0 39.410TEI IRANOVA AUTOSPARES
r 9,333 19,333TY (ETEC AUTOSPARES

RMA 485,968W,A

w/ SREB 47,t40 47 ,t 40

r5.053 rs.053w/ TER & SOLAR TECHNOLOGIES LTD
142,753 t42.153WE KESA SIMIYU ADVOCATES

SU } TOTAL 71,335,794 55,972,049

CU STOMER DEPOSITS
BA B/F 8,588,755 8,016,255
DE ,OSITS DURING THE YEAR 1,133,134 599,500

LEI IS REFUNDS (l 0,500) (27,000)
9,598,755SU1 } TOTAL 9,711,389

81,047,183 64,560,804TO TAL PAYABLES

3l



!
)

,i

Busia

Annual
For the
NOTES

l8

r and Sewerage Services Company Limited

rorts and Financial Statements
r ended June 30, 2020

(a)

THE FINANCIAL STATEMENTS (Continued)

generated from/(used in) operations

2018-20r 9
Kshs

2019-2020
Kshs

of operating profit(loss) to cash
used

(2,53 r,s53) (4,7 4t ,9 t 4)Sperating profit/(loss)
400.473 367,731Depreciation

(474,183)

155

70

I J

I

t7
7

Operating profiti(loss) before working capital changes

602,192Customer Adjustments During the year
(lncrease)/decrease in inventories (595,834)

(20.476.4t0)(lncrease)/decrease in trade and other receivables
16,486,379Increase/(decrease) in trade and other payables

(6,1 14,753)Cash generated from/(used in) operations

(b) Analysis of cash and cash equivalents
3,566,876Cash at bank

3,566,876Balance at end ofthe year

32
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THE FINANCIAL STATEMENTS (Continued)

TED PARTY DISCLOSURES

County Government of Busia

The County Government of Busia is the principal shareholder of the company, holding I

the company's equity interest.

Other related parties include

i) Ministry of Water;
ii) Government of Kenya
iii) Lake Victoria North Water Services Board;
iv) Water Resource Management Authority;
v) Key management;
vi) Board of directors;

with related parties

to Lake Victoria North Water Services Board is KFW Phase 2loan of Kshs.l.075

for repayment since financial year2016/17 with annual repayments of Kshs.54,777,5

of 32years.

company does not pay dividends.

33
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NOTES THE FINANCIAL STATEMENTS (Continued)

LIABILITIES
No claims against the company have been brought up during this financial year

CIAL RISK MANAGEMENT

The entity's activities expose it to a variety of financialrisks including credit and liquidity risks
effects of changes in foreign currency. The company's overall risk managementand

focuses on unpredictability of changes in the business environment and seeks to
mln mise the potential adverse effect of such risks on its performance by setting acceptable

ensure thatof risk. The company does not hedge any risks and has in place policies to
is only extended to customers with an established credit history.

's financial risk management objectives and policies are detailed below:

(i) Credit risk

The entity has exposure to credit risk, which is the risk that a counterparty will be
unable to pay amounts in full when due. Credit risk arises from cash and cash
equivalents, and deposits with banks, as well as trade and other receivables and
available-for-sale fi nancial investments.

Management assesses the credit quality of each customer, taking into account its
financial position, past experience and other factors. Individual risk limits are set based
on internal or external assessment in accordance with limits set by the directors- The
amounts presented in the statement of financial position are net of allowances for
doubtful receivables, estimated by the company's management based on prior
experience and their assessment of the current economic environment.

customers under the fully performing category are paying their debts as they continue
The credit risk associated with these receivables is minimal and the allowance for

u

sidered adequate to cover any potentially irrecoverable amounts.
llectible amounts that the company has recognised in the financial statements IS

board of directors sets the company's credit policies and objectives and lays down
within which the various aspects of credit risk management are operated.

ii) uidity risk management

The

U imate responsibility for
built an appropriate li

ity's short, rnedium and
ity manages liquidity ri

liquidity risk management rests with the entity's directors, who
quidity risk rnanagement framework for the managernent of the
long-terrn funding and liquidity management requirements. The
sk through continuous monitoring of forecasts and actual cash
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NOTES THE FINANCIAL STATEMENTS (Continued)

FIN RISK MANAGEMENT (Continued)

(iii) rket risk

board has put in place an internal audit function to assist it in assessing the ri
entity on an ongoing basis, evaluate and test the design and effectiveness of

and operational controls.

policies (subject to review and approval by Audit and Risk
ittee) and for the day to day implementation of those policies.

has been no change to the entity's exposure to market risks or the manner in

and measures the risk

risk is the risk arising from changes in market prices, such as interest rate,

ices and foreign exchange rates which will affect the entity's income or the value
and

its

ing of financial instruments. The objective of market risk management is to
I market risk exposures within acceptable parameters, while optimising the

I responsibility for managing market risk rests with the Audit and Risk M
ittee.

company's Finance Department is responsible for the development of detailed risk
Management

sk faced by
its internal

which it

35
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22 IN

23E

24

The

The

THE FINANCIAL STATEMENTS (Continued)

RISK MANAGEMENT (Continued)

Risk Management

objective of the company's capital risk management is to safeguard the Board's
continue as a going concern. The entity capital structure comprises of the following

TION

is incorporated in Kenya under the Kenyan Companies Act and is domiciled in Kenya.

AFTER THE REPORTING PERIOD

were no material adjusting and non- adjusting events after the reporting period.

statements are presented in Kenya Shillings (Kshs).
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l: PROGRESS ON FOLLOW UP OF AUDITOR RECOMMENDATIONS

is the summary of issues raised by the external auditor, and management comm that
to the auditor. We have nominated focal persons to resolve the various issues as s

associated time frame within which we expect the issues to be resolved,

Status:
(Resolved /

Not
Resolved)

Timel
(Put,
whet
expe'
issue
res0

rame:
r date
t you
:t the
to be
tved)

Reference
No. on

the
external

audit
Report

Issue /
Observations
from Auditor

Management comments

Focal Point
person to

resolve the
issue (Nome

and
designution)

Juliet Were-
Accountant

ResolvedI

Late
submission of
Financial
Statements

The fi nancial statements
had been presented on
25 I I l20l 9. The preceding
financial statements i.e
201812019 were
presented on 301912019

Collins
Oduori-

Technical
Manager

Phased
resolution
ofthe non
revenue
water

2020-202s2.t
Unaccounted
for Water

The company's non-
revenue water was at

57Yo which was 32%o

above the sector
benchmark. The
company has reduced
non revenue water from
the 57%oto 53%o and
working pon reducing
non revenue water to
25%

Juma Mulika
Shadrack-
Managing
Director.

Not
resolved

N/A3.1
Property Plant
and equipment

The auditors observed
lack of asset register.The
company responded by
indicating that all
company assets were
owned by the county
government of busia as

per separation agreement
signed on2319l20l6.

Juliet Were-
Accountant

Resolved N/A7.1

Figure of
payable and
accruals not
fully supported

Auditors observed that
customer deposits in the
company accounts were
not supported fully. The
company provided
certificate of balances
and bank statements for
the above funds.

Basis for
conclusion
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Managing
Mr. Ojiam

rector
,Erick Nakitari

Chairman of the Board
Dr. George Kwedho, Ph.D

Focal Point
person to

resolve the
issue (Name

and
desisnation)

Status:
(Resolved /

Not
Resolved)

Timeframe:
(Put a date
when you
expect the
issue to be
resolved)

Reference
No. on

the
external

audit
Report

Issue /
Observations
from Auditor

Management comments

Linda Akinyi-
Human

Resource
Assistant

&
Juma Mulika

Shadrack-
Managing
Director.

Resolved N/aI
Staff in acting
position

Auditors observed that
some members of staff
had been in acting for a
period of over six
months. The company
provided approved letters
of acting capacity
extension for above
officers.

Resolved N/Al.l Internal audit
department

The auditors observed
that the company had no
established internal audit
department. The
company has established
one which is operational

Linda Akinyi-
Human

Resource
Assistant

&
Juma Mulika

Shadrack-
Managing
Director.

Not
Resolved

21.2
Lack of a
Board Charter

The auditors observed
that the company does

not have an approved
board of directors
charter. The company has

a draft of the same that's
awaiting approval

Erick Nakitari

Linda Akinyi-
Human

Resource
Assistant

&
Juma Mulika

Shadrack-
Managing
Director.

Resolved N/A

I

1.3

Information
Technology
controls
environment

The auditors observed
that the company does
not have an established
IT department. The
company has established
an operational IT
department with a

qualified ICT officer
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APPEND

Projects

Projects

Consolidatr
in these
financial
statements
(Yes/No)

I1: PROJECTS IMPLEMENTED BY THE ENTITY

by the company Funded by development partners

Donor
commitment

Separate donor
reporting
required as per
the donor
agreement
(Yes/No)

Project Project Number Donor Period/
duration

Upscaling
Basic
Sanitaion
the Urban
Poor,

Treatment
Facilitv

of

BUWASCOt24/2018-
2020

Water
Sector
Trust
Fund

6 month Kshs. 17.2M Yes
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APPENDIX IV:
ENTITIES

RDING OF TRANSFERS FROM OTHER GOVERNMENT

from other government entities.No recorded
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