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1. Acronyms and Glossary of Terms

A. Acronyms

CEO Chief Executive Officer

DG Director General

IAS International Accounting Standards

IASB International Accounting Standards Board
IFRS International Financial Reporting Standards
ICS Institute of Certified Secretaries

MD Managing Director

NT National Treasury

PFMA Public Finance Management Act.
WASREB Water Services Regulatory Board
LOWASCO Lodwar Water and Sanitation Company Ltd.

B. Definition of Key Terms

Fiduciary Management - Members of Management directly entrusted with the entity's
financial resources.

Comparative Year- Means the prior period.
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2. Key Entity Information

Background information

The Lodwar Water and Sanitation Company Ltd was established by the Company Act of Parliament
on 9th February 2007. At County level, the Company is represented by the County Executive Member
responsible for water services, who together with the board of Directors are responsible for the general
policy and strategic direction of the Company. The Company is domiciled in Kenya and has no

branches.

Principal Activities
The principal activity of Lodwar water and sanitation company Limited is to provide water and

sanitation services to residents of Lodwar Municipality.

Vision
To achieve excellence in the provision of quality water and sanitation services with the aim to be the

leading water service provider in the rift valley.

Mission
To provide adequate, portable, affordable and sustainable water and sanitation services to residents in

Lodwar and its environs through continuous improvement and extension.

Core values
1. External respect with a focus on customers.
ii. External and internal integrity, honesty, transparency. accountability and partnership through
networking.

iii. Internal teamwork, innovation and commitment.

1t
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Directors

The Turkana County water services providers’ caretaker Committee who served the entity during the

year were as follows:

NO NAME DESIGNATION

1 Patrick Losike CECM Water Chairperson
Services
Wiljustus Elim Lopeyok Chairperson

2 Simon Etom,Chief Officer Water Member
Services
Mark Achila- Chief Officer Water Member
Services

3 James llikwel,Chief Officer Member
Deputy Governor Office

4 Peter Lomurkai, Chief Officer Member
Preventive and Promotive (Health)
5 Ruth Emanikor, County Attomey  Member

5 Cathra Abdi, Chief Officer Member
Municipality and Urban Planning
Member

6 Joseph Loboche, Representing Member
Business Community Member

7 Esther Lokitoc Managing Director Member
LOWASCO  Secretary
Benedict Ekeru Managing Director  Member
LOWASCO & Secretary to the
Board.

8 County Director Responsible Member
former Human resources Member

Registered Office

Lodwar Handcraft Building
P.O. BOX 144-30500
Lodwar Kenya.

Corporate Headquarters

Ministry of Water Services Headquarters
P.0. BOX 144-30500

Lodwar Kenya

Corporate Contacts
Telephone: (254) 748127707
E-mail: mdlowasco(@gmail.com
Corporate Bankers

Kenya Commercial Bank,
Lodwar Branch.

P.O. BOX 150-30500

Post Bank- Lodwar branch

v

APPOINTMENT

Appointed on 22ndApril
2023

Appointed on 14 June 2025
Appointed on 15th June, 2023
Appointed on 20th,May 2025
Appointed on 15th June,2023
Appointed on 15th June,2023

Appointed on 15th June, 2023
Appointed on 15th June 2023

Appointed on 15th June, 2023
Appointed on 17th July.2023

15® January, 2025

Appointed on 15th June 2023

EXITED

Exited on
14, June, 2025

Exited on
20th, May 2025

15%
January,2025
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Independent Auditor

Auditor General

The Office of the Auditor General
Anniversary Towers, University Way
P.O. Box 30084GPO 00100

Nairobi, Kenya

Principal Legal Adviser

The Attorney General

State Law Office, Harambee Avenue
P.O. Box 40112

City Square 00200

Nairobi, Kenya
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3. Turkana County Water Services Providers Caretaker Committee

HON.WILJUSTUS ELIM LOPEYOK
CECM- Ministry of Water Services

Hon Wiljustus is a distinguished career teacher. :
He has vast experience of over ten years in
teaching and leadership having served in various
capacities including high school Principal and
Director administration.

He holds a bachelor’s degree in In Agriculture
Education and Extension from Egerton University,
and Diploma in agricultural education and

Extension. He is an Executive Director.

MR. CYRUS JAMES ILIKWEL

Accounting Officer-Office of the Deputy Govemor.

Mr. Cymé has over 14 ycars of work cxpcricnece
serving in various capacities in the public sector
including senior management, policy and decision-
making positions.

He holds a Master degree in Business
Administration; Accounting option, Bachelor
degree in commerce accounting option coupled
with CPA part II certification from KASNEB.

He is an executive director.

Benedict Ekeru
Ag. Managing Director

He was born on Mr Benedict is a holder
Diploma in

Water engineering water option and a Diploma in
Land Survey and Mapping. He has vast experience
in both public and public sector for more than 10

years.

vi
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74

MR. ENG Mark Achila

Accounting Officer-Water Services

CO Eng. Mark holds a Master of science degree in
Mechanical engineering, bachelor of industrial
technology and a Diploma in mechanical

engineering (plant option).

He has over 13 years of extensive working
experience in the field of Engineering coupled

with managerial responsibilities

=

MS. CATHRA ABDI
Accounting Officer-Municipalities and Urban Areas

Management

CO Cathra holds a Master of business
administration in health, leadership and
management, master of science in public health,
Bachelor of Science degree in public health and a

Diploma in clinical medicine and surgery.

MR. PETER LOMORUKAI

Accounting Officer-Preventive and Promotive Services

Mr. Peter has over 10 years of work experience
with approximately 5 years holding senior
management positions that are tasked with vital
senior management decision and policy making
functions.

He holds a Master of science in Field
Epidemiology, Bachelor of science degree in
Medical Laboratory science and a Diploma in
Laboratory technician and Technology.

Office of the County Attorney

Ms. Ruth has over 18 years of work experience in
the legal profession working for both the
Government and private sector/NGOs.

She holds a bachelor of Law degree from Moi
university, Post graduate diploma from KSL and a

certificate in strategic negotiation skills from KIA
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Mr Joseph holds a Diploma in Water Engineering.
He is a retired career civil servant with over 20-
year experience. He was one of the Pioneer

Managing Director for LOWASCO.

Mr Chris holds a Master in Business Management

{Human resource Management option), Bachelor
> AN of Business Management (Human resource
i‘\\ il Management option). He has over 10years

Mr Chris Locheria working in the public sector.

Director Administration
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4. Key Mana

Benedict Ekeru
Ag. Managing Director

ement Team

Mr. Benedict is a holder Diploma in

Water engineering water option and a Diploma in Land
Survey and Mapping. He has vast experience in both public
and public sector for more than 10 years.

. £ 30
N, e
330 Pl ®F
Mr Beniface Onyango

Production Officer

Mr. Boniface has a Diploma in electromechanical engineering
power option. He is the head of production.

S

Mr. Aaron kokako
Human resources and Admin

Mr. Aaron is a Member of HRMPEB HS2700 and
THRM REG NO. 611869

He possesses a Higher diploma in HRM

Diploma in HRM.

Human resource and administration

R

Thomas Igule
Finanace Officer

Mr. Thomas has a Degree in business and economics(Accounting
option ), Diploma in accountancy({ Accounting option),CPA part Il
section 3,

Higher diploma im HRM, Diploma in banking and finance,
Certificate in business management. He has more than Syears
experience in financial management.
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4. Chairman’s Statement

I am pleased to report release our annual report and financial statement for the year ended 30th June,
2025.0ver the years, the company has continued to make improvements to make sure residence of
Lodwar access safe and reliable Services.

I also wish to express my appreciation to His Excellency the Governor for appointing me and
my Team as Caretaker committee to manage the affairs of the Water Utility which has been
experiencing Governance issues since 2014 when the term of the last Board of Directors expired.
The shareholders of the company made a resolution to transfer all the shares to the County Government
of Turkana that formed Turkana County Urban Water Services limited to improve service delivery thus
operations of the company ended in November 2024.An application has been made to the register of
companies to wind up LOWASCO as a non-going Concern due to the appointment of a substantive
board for the New water company in line with County Water act 2019.

Gratitude goes to LOWASCO Staff for their dedication ;support and cooperation which enabled
the activities of the Company to be performed successfully including the preparation of the Financial
Report for the year ending 30* June 2025 in spite of several challenges.

Lastly I wish to thank Development Partners especially USAID STAWI Catholic Relief Services
and Practical for their partnership and support which has improved Water and Sanitation services
to the Residents of Lodwar Municipality.

His Excellency constituted the interim board the Governor  following recommendations by the
Senate Committee on County Public Investments and Special Funds. The board commenced its
work on 15" June 2023 and has been involved in the Uulity’s affairs at the tail end of the report
period. The Auditor General ‘s report for the Financial statements for the Utility for the previous
year’s specifically for 2018-2019,2019-2020 and 2020-2021 have been in bad light( i.e. disclaimer
or Adverse).The Interim board inits first sitting decided to recruit anacting M.D and seconded
some staff to assist in the operations of the Company.

During the year under review, the Company performed fairly well despite the fact that there were
several challenges which included frequent breakdown of boreholes , High electricity bills and

Financial constraints among others.

Name: WILJUSTUS ELIM LOPEYOK

Chairperson of the Committee
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5. Report of the Managing Director
The Company has maintained a stable potable water supply throughout the year. In year under
review and in the best interest of corporate governance in the water sector as provided by Water act
2016.1t has undergone a major transfer vested in its sharcholding to the County Government of
Turkana hence suffers a natural death. The books of the company are prepared as a non- going

concern as this year marks the ends of LOWASCO operations.

The department of water service engaged a consultant to value the assets of the company to enable
us make an informed decision on the transfer of assets to Turkana County Urban Water and Sewerage
services plc. Some liabilities of the company have been settled by TUWASCO i.e Salaries, electricity
etc.

Borchole 9 has been a major supplier of water in the larger kanamkemer ward serving more than 70%
of its population. Climate change that has elicited a rise in water levels has continued to threated the
borehole to the extent of losing 4 Boreholes within one financial year. Moreover, The following
challenges are facing the company
i.  High operation and maintenance cost due to old and dilapidated Water and infrastructure
ii. Inadequate tools and equipment’s to do major repairs
iii.  Lack of office space, furniture and Computers
iv.  High Non-Revenue Water currently at 56%
v.  Inadequate water supply during dry seasons as water tables goes down

vi.  High electricity bills
vii. Inadequate spare parts due to financial constraints
viii.  Lack of testing kits and Faulty Dozers for Water Quality Monitoring

ix. Defective meters hence leading to estimated readings hence low Revenue collection

€..
Dat an ..................

07 VeI A B aging Dirdcterd YMA01
HO 103410 SNISYNYI
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6. Statement of Performance against Predetermined Objectives for FY 2025.

The company has no strategic plan in the year under review and is planning to develop in the new
water company.

X1t
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7. Corporate Governance Statement

LOWASCO is committed to the values and principles of good corporate governance. Good corporate
governance requires that the board of directors must govern the corporation with integrity and
enterprise in a manner, which entrenches and enhances the mandate it has under section 71 of the Water
Act 2016.

The directors and management of LOWASCO regard corporate governance as pivotal to the successes
of the corporation and are unreservedly committed to ensuring that good corporate governance is
practised so that LOWASCO remains a sustainable and viable vehicle in the provision of water and
sanitation services to residents of Lodwar Municipality.

Caretaker Committee

The Committee was appointed by H.E Governor Jeremiah Lomurukai on  interim basis as from {50
June,2023 through Gazette Notice no 8256(2023) to take over fully and with immediate effect the
operations of LOWASCO.

The role and functions were not limited to

(a) To take over fully and with immediate effect, the operations of LOWASCO as a Government entity
to the exclusion of any private interests and shareholding whatsoever.

(b) To appoint acting Managing Director and the technical staff including internal auditor and the
accountants.

(¢) To oversee the technical operations of the company and to report progress to County Executive
Committee chaired by the Governor.

(d) To liaise with the Office of the County Attorney on the legal processes and procedures for winding
up the company and to report progress to the County Executive Committee.

(e) To undertake physical assets and liabilities verifications, prepare assets and liabilities inventory,
carry out valuation of the company assets and liabilities.

(f) To supervise the process of identification and transfer of assets and liabilities from the Rift Valley
Board (RVWB) or its successor and LOWASCO to the new water service providers established by the
County Government with full ownership and interests vested in the County Government.

(g) To ensure staff of LOWASCO are properly vetted and to recommend suitable staff, for transfer to
the new water service providers established by the county government. The Board shall take into
account academic qualifications, experience and performance appraisal results during vetting.

(h) To provide strategic planning and policy directions to the Company.

(i) To ensure proper financial management and accountability of the company.

Xiit
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(j) To ensure proper records including financial and audit reports are done

(K) Ensure compliance with the provisions of the law including the Companies Act, the Water Act,
2016, the Turkana County Water Act, 2019 and regulations.

(1) To ensure the company complies with corporate governance standards and guidelines issued by
regulatory authorities.

(m)To cstablish important committees or sub-committees as such as Audit and risk committee,
technical committee, Service committee and any other prescribed by WASREB guidelines for Urban
Water Supplies.

(n) To identify and prepare a list of liabilities after thorough scrutiny and make recommendations on
how to settle such liabilities.

(0) To enter into agreement(s) with any of such creditors for purposes of settling outstanding liabilities,
where there is sufficient justification to do so.

(p) To put in place measures to pursue LOWASCO debtors for purposes of raising revenues for its
operations and settlement of debts.

(q) To carry out any other activities, which may be geared improvement of service delivery, recovery
of debts?

(r) To perform any other functions, responsibilities and obligations that may be assigned by the county

executive committee.

The Committee is guided by the core tenets prescribed in MWONGOZO, the Public Officers Ethics
Act, and signed internal codes of conduct guides the Board’s decisions. Meeting is conducted twice
every week or on need basis.

The Committee is given appropriate information so that they can maintain full and effective control
over strategic, financial, operational and compliance issues. Except for direction and guidance on
general policy, the Committee has delegated authority for conduct of day-to-day business to the
Managing Director. The Committee nonetheless retains oversight responsibility for establishing and

maintaining the control of financial, operational and compliance issues.

X1V
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8. Management Discussion and Analysis

2024-2025 2023-2024 2022/2023 2021/2022

PARTICULARS Kshs Kshs Kshs Kshs

Operating Revenue 39,499,351 106,857,705 78,730,581 71,354,164
EXPENSES
Staff Costs 17,106,550 40,976,089 38,804,968 34,551,806
General and Operations expenses 24 439 656 75,949 347 27.119457 27,897,988
Board Expenses - 802,200 173,000 -
Maintenance Expenses 1,258,647 6,822 374 11,810,023 4,865,335
Depreciation and Amortization expenses 5,733,595 1,621,320 495,034 1,896,236
Total Expenses 48,538,448 126,171,331 78,402,482 69,211,365
Profit/Loss Before Tax (9,039,097) (19,313,626) 328,099 2,142,799
Corporate tax 98,429.70
Profit/Loss after Tax (9,039,097) (19,313,626) 229,669 2,142,799

In the year under review, revenue and expenses reduced due  to shifting of revenue collection and

expenditure to the Turkana Urban Water and Sewerage company ltd. LOWASCO was fully operation

al from July to November, 2024.

XV
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9. Environmental And Sustainability Reporting
Lodwar Water and Sanitation Company (LOWASCO) is a corporate entity established in 2007 under
the companies Act Cap 486 of the laws of Kenya. The core business of LOWASCO is the efficient
and economical provision of water and sanitation services to the residents of Lodwar Municipality
and its environs. The company took over the management of Water supply as a service provider from
2007 to date after signing a Service Provider Agreement (SPA) with Rift Valley Water Services
Board (license) on 3rd July 2007.The Company has been operating without a board of Directors since
2014 when the term of the board of Directors expired. The company has been operational under the
seconded Team leader from the Ministry of Water services with the support of the Company
management team in place of the board of Directors.
The main mandate is to provide adequate, portable, affordable and sustainable water and sanitation
services to residents in Lodwar and its environs through continuous improvement and extension
i)  Sustainability strategy and profile
The company recognize its obligations to act responsibly, ethically and with integrity in
its dealings with staff, customers, neighbours and the environment as a whole. We
remain firmly committed to courses that positively impact our society and influence
sustainability of our business.
ii) Employee welfare
The company is guided by Human resource policies and procedures manual whose tenets
include stakeholder’s engagement, training of siaff and Compliance with labour laws of

Kenya.

XV1
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10. Report of the Committee

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

June 30, 2025 which show the state of the company’s affairs.

i) Principal activities
The principal activitics of the Company are to provide water and sanitation services to residents of

Lodwar Municipality

ii) Results
The results of the company for the year ended June 30, 2025 are set out on page 1. Below is summary

of the loss made during the year.

2024-2025
PARTICULARS Kshs
Operating Revenue 39,499,351
EXPENSES
Staff Costs 17,106,550
General and Operations expenses 24,439 656
Board Expenses -
Maintenance Expenses 1,258,647
Depreciation and Amortization expenses 5,733,595
Total Expenses 48,538,448
Profit/Loss Before Tax {9,839,097)
Corporate tax
Profit/Leoss after Tax (9,039,697)

iii) Dividends
The company has not declared dividends for the year ended 30th June, 2025 due to the loss reported in

the year.
iv) Caretaker Committee

The members of the committee who served during the year are shown in accordance with company’s

Articles of Association.

Xvii
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v) Auditors

The Auditor General is responsible for the statutory audit of the Company in accordance with Article
229 of the Constitution of Kenya and the Public Audit Act 2015 for the period ended June 30, 2025, in
accordance to section 23 of the Public Audit Act, 2015 which empowers the Auditor General to appoint

an auditor to audit on his behalf.

By Order of the Commuittee.

XViil
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11. Statement of Committee Responsibilities

Section 164 of the Public Finance Management Act, 2012 and companies Act 2015 Cap 486 require
the Directors to prepare financial statements in respect of that Company, which give a true and fair
view of the state of affairs of the Company at the end of the period and the operating results of the
Company for that ycar. The Dircectors arc also required to ensure that the Company keeps proper
accounting records which disclose with reasonable accuracy the financial position of the Company.
The Directors are also responsible for safeguarding the assets of the Company.
The Directors are responsible for the preparation and presentation of the Company financial statcments,
which give a true and fair view of the state of affairs of the Company for and as at the end of the financial
year ended on June 30, 2025. This responsibility includes:
(i)Maintaining adequate financial management arrangements and ensuring that these continue to be
effective throughout the reponihg period;

(ii) Maintaining proper accounting records, which disclose with reasonable accuracy at any time the
financial position of the entity;

(iii)Designing, implementing and maintaining internal controls relevant to the preparation and fair
presentation of the financial statements, and ensuring that they are free from material misstatements,
whether due to error or fraud;

(iv)Safeguarding the assets of the Company;

(v) Selecting and applying appropriate accounting policies; and

(vi)Making accounting estimates that are reasonable in the circumstances.

The Directors responsibility for the Company financial statements, which have been prepared using
appropriate accounting policies supported by reasonable and prudent judgements and estimates, in
conformity with International Financial Reporting Standards (IFRS), and in the manner required by the
PFM Act, 2012, water act 2016 and companies Act 2015 Cap 486

The Directors are of the opinion that the Company’s financial statements give a true and fair view of the
state of Company’s transactions during the financial year ended June 30, 2025, and of the Company's
financial position as at that date. The Directors further confirm the completeness of the accounting
records maintained for the Company, which have been relied upon in the preparation of the company

financial statements as well as the adequacy of the systems of internal financial control.

XIX
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Statement of Committee Responsibilities (Continued)

In preparing the financial statements, the Directors have assessed the entity’s ability to continue as a
non-going concern. The Company sharcholders made a resolution to transfers all their shares to the

County Government of Turkana.

Approval of the financial statements

The company financial statements were approved by the Committee on 9 l | (/( 2025 and

signed on its behalf by:

XX




REPUBLIC OF KENYA

HEADQUARTERS
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Telephone: +254-(20) 3214000 I
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REPUBLIC OF KENYA I

REPORT OF THE AUDITOR-GENERAL ON LODWAR WATER AND SANITATION
COMPANY LIMITED FOR THE YEAR ENDED 30 JUNE, 2025

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

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

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

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

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

The three parts of the report are aimed at addressing the statutory roles and
responsibilities of the Auditor-General as provided by Article 229 of the Constitution, the
Public Finance Management Act, 2012, and the Public Audit Act, 2015. The three parts
of the report when read together constitute the report of the Auditor-General.

REPORT ON THE FINANCIAL STATEMENTS
Qualified Opinion

| have audited the accompanying financial statements of Lodwar Water and Sanitation
Company Limited set out on pages 1 to 49, which comprise of the statement of financial
position as at 30 June, 2025, and the statement of profit or loss and other comprehensive

Report of the Auditor-General on Lodwar Water and Sanitation Company Limited for the year ended 30 June, 2025



income, statement of changes in equity, statement of cash flows and statement of
comparison of budget and actual amounts for the year then ended and a summary of
significant accounting policies and other explanatory information in accordance with the
provisions of Article 229 of the Constitution of Kenya and Section 35 of the Public Audit
Act, 2015. | have obtained all the information and explanations which to the best of my
knowledge and belief, were necessary for the purpose of the audit.

In my opinion, except for the effect of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of Lodwar Water and Sanitation Company Limited as at
30 June, 2025 and of its financial performance and its cash flows for the year then ended,
in accordance with International Financial Reporting Standards and comply with the
Companies Act, 2015, the Water Act, 2016 and the Public Finance Management Act,
2012.

Basis for Qualified Opinion
1. Unsupported Trade and Other Payables

The statement of financial position reflects trade and other payables balance of
Kshs.82,059,921 as disclosed in Note 22 to the financial statements. However, the
balance includes other payables totalling Kshs.1,588,957 which were not supported by
contract agreements, award letters, purchase orders, inspection and acceptance reports
and completion certificates. Further, the balance includes trade and other payables
totalling Kshs.72,032,176 which have been outstanding for more than three (3) years.
No explanation was given for failure to clear the payables.

In the circumstances, the accuracy and completeness of the trade and other payables
balance of Kshs.82,059,921 could not be confirmed.

2. Undisclosed Assets Owned by the Company

The statement of financial position reflects property, plant and equipment balance of
Kshs.48,831,669 as disclosed in Note 13 to the financial statements. However, review of
the assets register revealed assets which include motor vehicles, motor cycles, pipeline
extensions, water collection points and building structures of undetermined value which
were not disclosed in the financial statements.

In the circumstances, the accuracy and completeness of the property, plant and
equipment balance of Kshs.48,831,669 could not be confirmed.

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

The statement of profit or loss and other comprehensive income reflects loss before
taxation of Kshs.9,039,097. Further, the statement of financial position reflects total
current assets of Kshs.45,458,263 against total current liabilities of Kshs.94,938,880
resulting in a negative working capital of Kshs.49,480,617. In addition, the Company is in
the process of winding-up and being taken over by Turkana Urban Water and Sewerage
Company Limited.

In the circumstances, the Company is technically insolvent and may not be able to meet
its current obligation as and when they fall due and its continued operation as a going
concern is dependent on the support of the County Government of Turkana and its
creditors.

My opinion is not modified in respect of this matter.
Emphasis of Matter
Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects final receipts budget
and actual on comparable basis of Kshs.48,000,000 and Kshs.22,335,848 respectively
resulting to under funding of Kshs.25,664,152 or approximately 53% of the budget.
Similarly, the Company expended Kshs.19,391,916 against actual receipts of
Kshs.22,335,848 resulting to under-absorption of Kshs.2,943,933 or approximately 13%
of actual receipts.

The under-funding and under-absorption affected the planned activities and may have
impacted negatively on service delivery to the Public.

My opinion is not modified in respect of this matter.

Key Audit Matters

Key audit matters are those matters that, in my professional judgement, are of most
significance in the audit of the financial statements. Except for the effect of the matters
described in the Basis for Qualified Opinion and Material Uncertainty Related to Going
Concern sections, | have determined that there are no other key audit matters to
communicate in my report.

Other Information

The Management is responsible for the Other Information set out on pages iii to xx which
comprise of Key Entity Information, Turkana County Water Services Caretaker
Committee, Key Management Team, Chairman’s Statement, Report of the Managing
Director, Statement of Performance Against Predetermined Objectives, Corporate
Governance Statement, Management Discussion and Analysis, Environmental and
Sustainability Reporting, Report of the Committee and Statement of Committee
Responsibilities. The Other Information does not include the financial statements and my
audit report thereon.
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In connection with my audit on the Company’s financial statements, my responsibility is
to read the Other Information and in doing so, consider whether the Other Information is
materially inconsistent with the financial statements or my knowledge obtained in the audit
or otherwise appears to be materially misstated. If based on the work | have performed, |
conclude that there is a material misstatement of this Other Information, | am required to
report that fact. | have nothing to report in this regard

My opinion on the financial statements does not cover the Other Information and
accordingly, | do not express an audit opinion or any form of assurance conclusion
thereon.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN THE USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the effect of the matters described in the Basis for Conclusion on
Lawfulness and Effectiveness in the Use of Public Resources section of my report, |
confirm that nothing else has come to my attention to cause me to believe that public
resources have not been applied lawfully and in an effective way.

Basis for Conclusion
1. Non-Renewal of Expired Water Tariff

During the year under review, the Company carried out water production and billed the
customers using expired water tariff gazetted in the year 2007. Since then, the tariff has
not been renewed or adjusted. This was contrary to Section 33(2) of the Water Services
Regulatory Rules of 2012 which provides that all licenses shall contain the period in which
such tariffs may be adjusted at least once in every three (3) years.

In the circumstances, Management was in breach of the law.
2. Non-Revenue Water

Review of water sales and production records revealed that the Company produced
969,016 cubic meters (m®) of water, out of which 488,341 cubic meters (m?®) was billed to
customers, while the balance of 480,675 cubic meters (m?) or approximately 50% of the
production represent Non-Revenue Water (NRW). This contravened the Water Services
Regulatory guidelines which require water service providers to ensure that commercial
losses in respect of water produced do not exceed 25% of total production.

In the circumstances, Management was in breach of the law.
3. Un-Metered Water at the Production Zones

Review of documents revealed that the total water production volume was 969,016 cubic
meters (M3). The data was obtained from the calculations of the pump running hours from
23 yielding boreholes located on the Upper Zone and Lower Zone instead of the bulk
meter readings. Further, it was noted that all the installed meters on the 23 yielding
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boreholes were not functioning. As a result, it was difficult to establish the actual volume
of water produced in cubic metre (M3). This was contrary to Clause 5.2.7 of the Non-
Revenue Water Management Standard -Guidelines of Water Services Regulatory Board
(WASREB) 2022 which provide that those bulk meters required for measuring all the
production are read on monthly basis without failure to accurately calculate monthly total
production.

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

4. Non-Remittance of Public Procurement Capacity Building Levy

Review of documents revealed that Management did not deduct and remit the public
procurement capacity building levy. This was contrary to Paragraph 3(1) of Legal
Notice 206 of the Levy Order, 2023 which provides that there shall be paid a levy by a
supplier on all procurement contracts signed between the supplier and a procuring entity
at the rate of 0.03% of the value of the signed contract, exclusive of applicable taxes.

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

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

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

As required by Section 7(1)(a) of the Public Audit Act, 2015, based on the audit
procedures performed, | confirm that, nothing has come to my attention to cause me to
believe that internal controls, risk management and governance were not effective.

Basis for Conclusion

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

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS
Conclusion
As required by the Companies Act, 2015, | report, based on my audit, that:

i. 1 have obtained all the information and explanations which to the best of my knowledge
and belief, were necessary for the purpose of the audit;
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ii. The information given in the Directors’ report on page xi is consistent with the financial
statements; and

iii. The auditable part of the Directors' remuneration report on page 23 has been properly
prepared in accordance with the Companies Act, 2015.

Basis for Conclusion

The Companies Act, 2015 requires that | report on the legal or regulatory requirements,
or on performance information disclosed. These matters require expressing a separate
opinion as to the Company’s compliance with laws and regulations. | believe that the audit
evidence | have obtained is sufficient and appropriate to provide a basis for my
conclusion.

Responsibilities of the Management and Board of Directors

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

In preparing the financial statements, Management is responsible for assessing the
Company’s, ability to continue as a going concern, disclosing, as applicable, matters
related to going concern and using the going concern basis of accounting unless
Management is aware of the intention to cease operations.

Management is also responsible for the submission of the financial statements to the
Auditor-General in accordance with the provisions of Section 47 of the Public Audit Act,
2015.

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

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

Auditor-General’s Responsibilities for the Audit

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

In conducting the audit, Article 229(6) of the Constitution also requires that | express a
conclusion on whether or not in all material respects, the activities, financial transactions
and information reflected in the financial statements are in compliance with the authorities
that govern them and that public resources are applied in an effective way. In addition, |
consider the entity’s control environment in order to give an assurance on the
effectiveness of internal controls, risk management and governance processes and
systems in accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 2015.

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

Detailed description of my responsibilities for the audit is located at the Office

of the Auditor-General's website at: https://www.oagkenya.qo.ke/auditor-generals-
responsibilities-for-audit/. This description forms part of my auditor’s report.

FCPA %%y éa: unguCBS

AUDITOR-GENERAL

Nairobi

18 December, 2025

Report of the Auditor-General on Lodwar Water and Sanitation Company Limited for the year ended 30 June, 2025
7



Lodwar Water and Sanitation Company Ltd

Annual Report and Financial Statements for the year ended June 30, 2025

13. Statement Of Profit or Loss & Other Comprehensive Income for the Year Ended 30 June
2025.

Note 2024-2025 2023-2024
Kshs Kshs

Revenue
Operating Revenue 6 32,747,362 71,957,628
Grants Income 7 6,751,989 34,900,077
Total Revenue 39,499,351 106,857,705
Expenses
Staff Costs 8 17,106,550 40,976,089
General and Operations expenses 9 24,439,656 75,949,347
Board Expenses 10 - 802,200
Maintenance Expenses 11 1,258,647 6,822,374
Depreciation and Amortization expenses 12 5,733,595 1,621,320
Total Expenses 48,538,448 126,171,331
Profit/(Loss \Before Taxation (9,039,097) (19,313,626)
Income Tax Expense/(Credit) - 8
Profit/(Loss) After Taxation (9,039,097) (19,313,626)
Prior year adjustment 11,372,114
Total Comprehensive Income for The (9,039,097) (7,941,512)

Year




Lodwar Water and Sanitation Company Ltd
Annual Report and Financial Statements for the year ended June 30, 2025

14. Statement of Financial Position as at 30 June 2025

Assets

Non-current assets

Property, plant and equipment I3 48,831,669 54,508,548
Total non-current assets 48,831,669 54,508,548
Current assets
Trade and receivable 14 42,504,511 47,370,430
Prepayments 5 9.820 20,220
Bank and cash balances 16 2,943 933 2,637,976
Total current assets 45,458,263 50,028,626
Total Assets 94,289,932 104,537,174
Equity and liabilities
Capital and Reserves
Ordinary share capital 17 100,000 100,000
Retained eamings 20 (13,923,141) (4,884,044)
Capital and Reserves (13,823,141) (4,784,044)
Non-current liabilities
Provisions 21 13,174,193 11,327,793
Total non-current liabilities 13,174,193 11,327,793
Current liabilities
Trade and other payables 22 82.059.921 82,710,506
Refundable deposits and Prepayments 23 12,878,959 15,282,919
Total current Liabilities 94,938,880 97,993,425
Total Equity and Liabilities 94,289,932 104,537,174




Lodwar Water and Sanitation Company Ltd
Annual Report and Financial Statements for the year ended June 30, 2025

The financial statements were approved by the Commuittee on 9 , ’ "( 2025 and signed on its
behaif by:

e

Name l/ofe kgw\ f@{u

Head of Finance
ICPAK M/No: 2233/




Lodwar Water and Sanitation Company Lid

Annual Report and Financial Statements for the year ended June 30, 2025

15. Statement of Changes in Equity for the Year Ended 30 June 2025

2,372,468

As at July 1, 2023 100,000.00 2,472,468
Loss for the year (19,313,626) (19,313,626)
CapitqllDevelqpment grants 585.000 585.000
received during the year ’ ’
Prior year adjustment 11,472,114 11,472,114
As at June 30, 2024 100,000.00 (4,884,044) (4,784,044)
As at July 1, 2024 100,000.00 {4,884,044) (4,784,044)
Loss for the year (9,039,097) (9,039,097)
At June 30, 2025 100,000.00 (13,923,141) (13,823,141)

Note:

Prior year adjustment of ash 11,472,114 relates to overstatement of accrued gratuity of ksh

11,372,114 after re—computations and ksh 100,000 due to casting.
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16. Statement Of Cash Flows for The Year Ended 30 June 2025

Cash Flows from Operating Activities

Receipts

Operating Receipts 24 19,247 873 50,082,565

Customer Deposits 450,000 1,081,000

Total Receipts 19,697,873 51,163,565

Payments

Staff Costs 9,336,725 (28,921,355)

General And Operation Expenses 7,125,542 (13,273,091)

Board Expenses (802,200)

Maintenance Expenses 2.929.650 (5,746,626)
(36,500)

Total Payments 19,391,916 (48,779,773)

Net-C.a.sh From/ (Used In) Operating 305,957 2383792

Activities

Cash Flows from Investing Activities

Purchase Of Property, Plant And -

Equipment (PPE) (£5630)

Net.C.a.sh From/ (Used In) Investing (256,300)

Activities

Cash Flows from Financing Activities

Proceeds From Issues of New Share ) .

Capital

Net Cash From/(Used In) Financing ~ B

Activities

Increase/(Decrease) In Cash and Cash

Equivalents 305,957 2,127,491.85

Cash And Cash Equivalents At .

Beginning of Year 2,637,976 510,484

Effects Of Foreign Exchanges Rate

Fluctuations

Cash And Cash Equivalents At End of 2.943,933 2,637,976

the Year




Lodwar Water and Sanitation Company Ltd

Annual Report and Financial Statements for the year ended June 30, 2025

17. Statement Of Comparison of Budget & Actuai Amounts for The Period Ended 30 June
2025

Kshs

Kshs

Kshs

Kshs

Kshs

Budget
carryovers from
the previous
year™®

2.637,975.85

Receipts

Operating

Revenue

48,000,000

48,000,000

19.697,873

28,302,128

41%

Total Receipts

48,000,000

48,000,000

22,335,848

25,664,152

47%

Payments

Staft Costs

18,000,000

18.000.000

9.336.725

8,663,275

52%

General and
operations
Expenses

27,000,000

27,000,000

7,125,542

19,874,459

26%

Maintenance
Expenses

1,300,000

1,300,000

2,929,650

(1,629,650)

225%

Depreciation and
Amortization
expenses

1,700,000

1,700,000

1,700,000

0%

Total Recurrent
Expenditure

48,000,000

48,000,000

19,391,916

28,608,084

40%

Total Payments

48,000,000

48,600,000

2,943,933

28,608,084

Capital
Expenditure
Payments

Surplus

2,943,933

Budget notes:

Operating income is under realized due to pull out of some donors who funded WASH programmes

i.e. USAID STAWL
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18. Notes to the Financial Statements
1. General Information
Lodwar water and sanitation Company Ltd is established by and derives its authority and
accountability from the Company's Act cap 486. The Company is partially owned by Turkana
County Government and is domiciled in Kenya. The Company’s principal activity is to provide
water and sanitation services to residents of Lodwar Municipality. For Kenyan Companics Act
reporting purposes, the balance sheet is represented by the statement of financial position and the
profit and loss account by the statement of profit or loss and other comprehensive income in these
financial statements.
2. Statement of Compliance and Basis of Preparation
The financial statements have been prepared on a historical cost basis. The preparation of financial
statements in conformity with International Financial Reporting Standards (IFRS) allows the use
of estimates and assumptions. It also requires management to exercise judgement in the process of
applying the Company’s accounting policies. The areas involving a higher degree of judgement or
complexity, or where assumptions and estimates are significant to the financial statements.
The financial statements have been prepared and presented in Kenya Shillings, which is the
functional and reporting currency of the Company. The figures are rounded to the nearest Kenyan
shilling.
The financial statements have been prepared in accordance with the PFM Act, the State
Corporations  Act, Watcr Act 2016 and thc Company’s Act Cap 486, and Intcrnational
Financial Reporting Standards (IFRS). The accounting policies adopted have been consistently
applied to all the years presented.
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Notes to the financial statements (continued)

3. Application of New and Revised International Financial Reporting Standards

(IFRS)

i. New and amended standards and interpretations in issue and effective in the year

Amendments to IAS
1 titled Classification

ended 30 June 2025.

The amendments, applicable to annual
periods beginning on or after st January

The amendments  are
effective for annual periods

Classification  and
Measurement of
Financial
Instruments
Amendments to
IFRS 9 and IFRS 7

of Liabilities as| 2024, clarify a criterion in [AS 1 for| beginning on or after
Current or Non- | classifying a liability as non-current: the | January 1, 2024. Earlier
current (issued in | requirement for an entity to have the right | application is permitted.
January 2020, | to defer settlement of the hability for at
amended in October | least 12 months after the reporting period
2022)
Amendment to IFRS | The amendment, applicable to annual | The amendments  are
16 titled Lease | periods beginning on or after Ist January | effective for annual periods
Liability in a Sale| 2024, requires a seller-lessee to| beginning on or after
and Leaseback | subsequently measure lease liabilities | January 1, 2024. Earlier
(issued in September | arising from a leaseback in a way that it | application is permitted.
2022) does not recognise any amount of the gain

or loss.
Amendments to the | The amendments specify: 1 January 2026

i. when a financial liability settled
using an clectronic payment system
can be deemed to be discharged
before the settlement date.

ii. how to assess the contractual cash

flow characteristics of financial
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