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l. Acronyms and Glossary of Terms

ICPAK

IFRS

MD

PFM

PSASB

WASREB

LOWASCO

Institute of Certified Public Accountants oI Kenya

Intcmational Financial Reporting Standards

Managing Director

Public Financial Management

Public Scctor Accounting Standards Board

Watcr Services Regulatory Board

Lodwar Water and Sanitation Company Ltd

tl



Lodwar Water and Sanitation Company Ltd
Annual Report and Financial Statements for the year ended .lune 30, 2024
2. Key Entity lnformation

Background information

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 seruices to the residenls 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 Agrcement (SPA) with Rifl Valley Water Services Board (license)

on 3rd July 2007.The Company has been operating without a board of Directors since 2014 when thc

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. Through the leadership of H.E Hon Jeremiah Ekamais Lomurkai

Napotikan,he appointed the interim Board of Directors as from l5th June,2023 through Gazette Notice

no 8256(2023) to take over fully and with immediate effect the operations of LOWASCO.

Additionally, through gazette notice number 14739 a corrigenda was made to change the name from

Board of Directors to Turkana County Water Serviccs Providers Caretaker Committce

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 qualiry water and sanitation services with the aim to be the

leading water service provider in the rift valley.

Mlsslon

To provide adcquate, portable. affordable and sustainable water and sanitation services to residcnts in

Lodwar and its cnvirons through continuous improvcmcnt and extension.

Core values

i. Extemal respect with a focus on customers
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ii. Extemal and internal integrity, honesty, transparency, accountability and partnership through

networking.

iii. Intemal tcamwork, innovation and commitment.

Dlrectors

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

year were as follows:

l. FaithAkuwom,CECMWatcrScrviccs chairpcrson - Appoimcd on 15& Junc,2023
Exited on 22d April,2024
Patrick Losike GECM water Services Chairperson - Joined on 22rd April 2024

2. Simon Etom,Chief Otliccr Water Serviccs Membcr - Appointcd on l5d June,2023
3. James llikwel,Chief Officer Finance Mcmber - Appointed on l5th June,2023
4. Peter Lomurkai, Chief Offrcer Preventive and Promotive (Health)Member Appointed on l5,h

June,2023
5. Ruth Emanikor, County Solicitor Mcmber - Appoinrcd on l5rh June,2023
6. Cathra Abdi. Chief Officer Municipality and Urban Planning Member Appointed on l5o

June,2023

7 . Joseph Loboche, Rcprcscnting Business communiry Member Appointed on l5rh Junc,2023
8. Esihcr Lokitoe Muragiug Dircstur LowASCo sccrctary - Appointcd urr i 7s July,2023
9. County Director Rcsponsible for Human resourccs Member - Appointed on 15ft June,202j

Reglstered 0IIIce
Lodwar Handcraft Building
P.O. BOX r44-30500
Lodwar Kenya

Corporete Headquarters
Ministry of Water Services Headquarters

P.O. BOX 144-30500

Lodwar Kenya

Corporate Contacts
Tclcphonc : (254 ) 7 48 I 2'7'7 0'7

E-mail: mdlol,asco(D,gmail.com

Corporatc Bankcrs
Kenya Commercial Bank,
Lodwar Branch.

P.O. BOX 150-30500

Post Bank- Lodwar branch
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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 Advlsers
The Attomey General

State Law Office, Harambee Avenue
P.0. Box 401 I 2

City Square 00200

Nairobi, Kenya



Lodrvar Water and Sanitation Company Ltd

J. Turiiana County Water Services Providers Caretaker Comminee

lloN.P.{'l Rtcx t.ostKI.t t,oK,rtNto}l
cE(:M- Ministry of, Water Scrviccs

I lon. Patrick is holder of a Master degree
specializing in Strategic management, a Bachelor
in Business management and a Higher Diploma in
Human resource nranagement.

He has over 20 years ol'work experience in both

Govemment, legislativc and non-government

organizations with active paflicipation in various

senior management and decision-making
positions.

MR. CYRLIS JA}IES ILIKWEL
Accounting Oflicer-Finance

Mr. Cyrus has over 14 years of work
cxpcrience serving in various capacities in thc
public scctor including senior managcmcnt,

policy and decision-making positions.

He holds a Master degree in Business

Adrninistration; Accounting option, Bachclor

degree in comrncrce accounting option

coupled with CPA pan II ce(ification from
KASNEB.

I\f rs Esther LoHtoe
Ag. Managing Director

Mrs Esther is a tcacher by prot'ession having

taught for over I 5years to ohildrcn wirh special

needs. She has served in theCounty
governlrrent administration tbr over 5 year.

Shc holds a bachelor's degrcc in Education

and counsclling, Diploma in special needs and

Certificate in teaching

MR. SIMON FK-AI ETOM
A ccounting Ol'fi cer-Water Services

-l

Mr. Simon holds a Bachelor of Art degrcc in
sociology and a certificate in Gender, poverty

and developnrent srudies tionr Egerton

university.

He has accumulated over ten years olworking
experience in the public sector and NGO.
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Lodwar Water and Sanitation Company Ltd
Annual Report and Financial Ststements for the ear ended June 30, 2024

CO Cathra holds a Mastcr 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

sur8ery.
MS. CATHRA ABDI
Accounting Officer-Municipalities and Urban

Arcas Managcmcrrt

MR. PETER LOMoRUKAI
Accounting Of'ficer-Preventivc and Promotivc
Scrviccs

Mr. Peter has over l0 years of work
expcrience with approximately 5 years

holding senior management positions that is

tasked with vital senior management decision
and policy making functions.

He holds a Ma^ster of science in Field
Epidemiology, Bachelor o[science degree in

Medical Laboratory science and a Diploma in
Laboratory technician and Technology.

Ruth Emanikor
Accounting Ofticcr-
Office of the County Attomey

Ms. Ruth has ovcr l8 years of work
cxpericnce in thc legal profession working for
both the Govemment and private

scctor,NGOs.

She holds a bachclor of Law degree from Moi
university, Post graduate diploma from KSL
and a ccrtificatc in strategic ncgotiation skills
from KIA

Mr Joseph Lobochc

Member

Mr Joseph holds a Diploma in Water

Engineering. He is a retired career civil
servanl with ovcr 2O-year cxpericncc. Hc was

one of the Pioneer Managing Director for
LOWASCO.
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,\nnual ort and Finan clal Statemcnts for thc cxr ended June 30, 2024

Mr Chris hold-s a Master in Busincss

Management (I{uman resource Management

option), Bachelor ol Business Management

(Hutnan rcsourcc Management option)' Hc

has over l0years working in the public sector

N{r Cliris Lochoria

Director Human Resources
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4. KeY Management Team

Mrs Esther is a tcachcr by profcssion having taught

for over I 5years to children with special needs' Shc

has servcd in theCounty govemment administration

for over 5 years. She holds a bachelor's degree in

iducatitln an,t counselling, Diploma in special needs

and Certificate in tcaching.

In addition, she has done the prestigious senior

management course from Kenya school of
govemnrent.

Mrs Esther Lokitoe
Ag. Managing Director

Mr. Bonilhcc has a Diploma in electromechanical

cngincering power option. He is thc head of
production.

Mr Bonifacc OnYango
Production Officer

Mr. Aaron is a Member of HRMPEB HS2700 and

IHRM REC NO. OI I869
He possesses a Higher diploma in HRM

Diploma in HRM.
Ilurnan resource and administration

Mr. Aaron kokako
Human resources and Admin

v

Mr. l'opclcm is a carcer accountant w

years working in both the private and

scctor. I Ic is a member of Institutc of
Public Accountant of Kenya(ICPAK)

standing. Hc is currently the Fund Administrator

to thc water scrvices fund, Hcad of revcnue

reporting with the Ministry of Finance' He holds a.

Sact etoi's degree in Comtnerce, CPAK, CSK' and

CIFA Part I from Kasneb

ith over l0
public
Certified
and in good

Accounting SuPPort and SuPervision
Mr. [,opelem Peter
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Lodrvar Water and Sanitation Company Ltd
,\nnurl Report and Flnancl:rl Statcments for thc ycar ended June 30,, 2024

5. Chalrman's Statement

Provision of watcr is not a business to make money but a ncccssiry and service to every citizen and

this has been cnshrined in thc constitution of Kenya 2010. You simply don't buy a car to fuel it, but

fuel is requircd for you to move from one placc to another. Similarly, we don't operate to make

nroney, but money is requircd as a rcsoruce for us to move from where wc are to whcre we want to

be. Water is life, and the Committee is very much alive to this fact. Our role is to provide strategic

direction to ensure that we achieve our Vision and Mission.

During thc ycar undcr revicw, the Company pcrfbrmcd fairly well dcspite the fact that thcre were

scveral challcngcs which includcd frequent breakdown of boreholes, Higtr elcctricity bills and

financiat constraints among others, additionally, three boreholes that serve 90Vo of the population in

kanamkcmer was swcpt by the river. The Company has 74 members of staff whosc contract

ended on 30d June 2024 but was renewed for three years

In compliance with water aot 2016 and Turkana County y/ater act 2019, the Committee srarted the

process of recruitment of the board of Directors for both Rural and Urban Water Cornpanies which

was concluded. The Caretaker Committee went for a bcnchmarking in Nakuru County Which had

fully operational Rural and Urban water cornpanies which lvas Co Funded by the N{inistry of Water

and Livcstock Markcting Systcms.

The County Government and Development Partners who included LJNICEF. Practical Action,

Livestock Marketing Systems and Catholic Relief Services invested in Water infrastnrcrure during

lnc riod in ordcr to improve Water scrvices

Z
A

Yl- Vw,wzNamc:

Chairperson of the Commlttee.
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Lodwar Water and Sanitation Company Ltd
.{nnual Repo rt and l-inancial Statements for the year endcd.lune 30. 2024

6, Report Of the Manrglng Dlrector

I am pleased to present tlre annual financial statement for the year ending 30tr June 2024.As compared

with last financial ycar, there is a slight drop in operating revenue by Kshs 6,772,953.00 or 97o and an

increase in expenses by Kshs 47,768,849 or 61Yo, thus causing a net loss ofkshs 19,3 13,626. The

County Department of Water Services has bailed out the company by paying accrued Salaries and

Elecrricity bills.

Despite the operational liquidity challenges, I wish to thank LOWASCO Staff for their dedication,

support and cooperation which enabled thc activities of the Company to be performed successfully-

The Caretaker Committee was constituted

recommendations by the Serlate Committee on

by His Excetlency the Govemor following

County Public Investments and Special Funds.

The Committee commenced irs work on l5d June 2023 and has been involved in the Utility's affairs

by recruiunent of an acting M.D and proposing secondment of an accountant, Intemal Auditor'

revenue officcr, procurcment officer and a technical officer to assist in the financial management of

thc Company which has succcssfully been done.

Non-Revenue Water still remains the biggest challenge in LOWASCO, Some of the problem areas

include: Old and dilapidated infrastructure, lack of adequate funds to roll out proper District Metered

Areas in the whole network (Hydraulicatly rnodelled DMAs) and Urgent need for Comprehensive

Customer ldentification survey (CIS) of the customers data base. Damages by ongoing construction

works of roads rehabilitations is still a pain to us. We continue to discover Illegal practices such as

bypasses and Vandalisms in peri-urban areas together with sporadic meter thefts.

The Company is expcricncing the following othcr challcngcs: -

High operation and maintcnance cost due to an old nnd dilapidated Water and infrastructure

Inadequate tools and equiPment

Inadequate office space and Furniture

Inadequate water suppty due to high population growth

High electricity bills

Inadequate spare parts due to financial constraints

Lack of testing kits and Faulty Dozers for water qualiry monitoring

Defective meters hence leading to estimated readings hence low Revenue collection

xl



Lodrvar Wrter and Sanitation Company l,td
,\nnurl Rcp ort end Flnanclel Strtcmcnts for the yerr tndcd June 30,2$24

The total water Storage for Lodwar Water supply which comprises olboth masonry and elcvated

steel Tanks currently is 2,275 m3. Currently 707o of the Rcsidents of Lodwar Municipality have

access to pipcd Watcr Supply. The toul Watcr produccd per day is 7200m3 while the Water demand

is 12,000m3/dey having a deficit of 4,t00mt'

Despite the challengcs, donor partrrers have played a pivotal role in the implementation of Water and

Sanitation (WASH ) programs.

UNICEF havc supported thc Board dircctors for rural and Urban Water Companies corporatc

govemancc training in Eldoret and Launch of Lodwar Water Mastcr plan for 25vears.On the other hand

Livestock Marketing System fundcd by USAID took caretakcr commiftee to Nanyuki for training. Thcy

also donatcd buft fusion machine to LOWASCO.

During the year, ksh 30,000,000 were disbursed to LOWASCO Hom of Africa Ground Water for

resilience donor accormt. This is a world bank ftrnded project meant to develop and improve grotmd

water and waler infrastrucrure in rural areas.

Lov..-rtD<

\lr n r
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Lodwar Water and Sinitation Company Ltd
Annual Report and l'inancial Ststements for the year ended June 30' 2024

T.Statement Of Performance Against Predetermined ObJecflves for FY 202312024

The company has no stratcgic plan and is planning to deve lop one for the New Company

xllt



l-odrvar Water and Sanitation Companl' Ltd
.,\nnurl Report and Financirl Statcments for the ycrr endtd .Iune 30, 2024

E. Corporate Governance Statement

Prermble

LOWASCO is committed to the values and principles of good corporate govemance. Good corporate

governance requires that the board of directors must govern the corporation with integriry and

enterprise in a manner, which e ntrenches and enhances thc mandatc it has under section 7l of thc Water

Act 2016.

The directors and managcmcnt of LOWASCO regard corporate govemance as pivotal to the successes

of the corporation and are unreservcdly committed to ensuring that good corporatc govcrnance is

practised so that LOWASCO remains a sustainable and viable vehicle in the provision of water and

saniadon services to residents of Lodwar Municipality.

Caretaker Commlttee

Thc Committec was appointcd by H.E Govemor Jercmiah Lomurkai on intcrim basis as from l5r

June,2023 through Gazctrc Noricc no 8256(2023) to takc ovcr fully and with immcdiatc cffcct thc

opcrations of LOWASCO.

The role and functions wcre not limited to

(r) To uke over fully and with immediate effect, the operations oILOWASCO as a Covernment etrtity

to the cxclusion ofany private intcrcsts and shareholding whatsocver.

(b) To appoint acting Managing Director and the tcchnical staff including internal auditor and the

accountants.

(c) To oversee the technical operations of the company and to report progress to County Executive

Committee chaired by thc Govemor.

(tl) Tg liuisc with thc Officc uf thc County Attumcy on ibc lcgai proucsscs and prtrr;cdurcu ftrr winding

up thc company and to report progrcss to thc County Executivc Committec.

(e) To undertake physical asscts and liabilitics verifications, prcpare assets and liabilitics inventory,

carry out valuation of thc company asscts and liabilitics.

(f; To supervise rhe process of identification and ransfer of assets and liabiiities from the Rift Valley

Board (RVWB) or its successor and LOWASCO to the new water service providers established by the

Counry Government with full ownership and interests vestcd in the County Government.

(g) To cnsure staffof LOWASCO are property 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.

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

() To ensure proper records including financial and audit repons are done

(k) Ensure compliance with the provisions of the law including the Companies Act, the Water Act,

201 6. the Turkana County Water Act, 201 9 and regulations.

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

(m)To establish 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 identifo and prepare a list of liabilities after thorough scrutiny and make recommendations on

how to settle such liabilities.

(o) To enter into agreement(s) with any ofsuch creditors for purposes of settling outsranding 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 ils
opcrations and settlcment of dcbts.

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

of debts.

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

executive committee.

The Comminee is guided by the core tenets prescribed in MWONGOZO, the Public Officers Ethics

Act, and signed intemal codes of conduct guidcs the Board's decisions. meeting is conducted twice

cvcry week or on need basis.

The Committce is given appropriate information so that they can maintain full and cffective 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

xv
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A rise in revenue is attributed to payment made on behalf of the company by water services fund

The general and opcrating expenses went up due to high cost of electricity, repairs and provision for

doubtful debts
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Lodwar Water and Sanitatlon Company l-td
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10. EnvironmentalAnd SustainabilityReporting

Lodwar Water and Sanitation Company (LOWASCO) is a corporate enriry established in 2007 under

the cornpanies Act Cap 486 of the laws of Kenya. The core business of LOWASCQ 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

20O7 to date after signing a Scrvice Providcr Agrcement (SPA) with Rift Valley Water Scrvices

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

scrvices to residents in Lodwar and its environs through continuous improvement and extension.

Sustainability strategy and profile

The company recognizes the fact that the way in which it conducs its activities financially has a bearing

on those with interest in its work.

xvll
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ll. Report Of the Dlrectors

Thc Caretaker committce submit their rcport togcther with the unauditcd financial -statcmcnts for the

year ended Junc 30, 2024 which show the statc of the company's affairs'

l) PrlnctPal acdvltles

The principal activities of the company are to provide water and sanitation services to residents of

Lodwar MuniciPalitY

ll) Results

ThcresultsofthecomparryforthcyearendedJune3o,2o24aresctoutonPagclisalossofksh

19.313,626

iii) Directors

The members of lhe caretaker committee who served during the year are shown on page in accordance

with thc company's Articles of Associatiotr

xvl
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I-odwar Water and Sanitation Company Ltd
Annual Report rnd Financial Statements for the year ended June 30, 2024
iv) Auditors

v) The Auditor General is responsible for the shtutory audit of the Company in accordance

with .\rtrt'lr: l19 rrl ttrc (lonstitutiorr rrl' hr:nva and the Public Audit Act 2015 for the period

ended June 30,2024, in accordance to section 23 of the Public Audit Act,2015 which

ers the Auditor General to appoint an audilor to audit on his behali

Ry Order of ttcc
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12. Statement Of Directors' Responsihilities

Secrion I 64 of the public Finance Management Acl, 2012 and companies Act 201 5 Cap 486 rcquire

the Directors to prepare financial statenrents in respect of that Company' which give a true and tair

view of the state of affairs of the Company at the end of the financial year/period and the operating

results ofthc Company for that year. The Directors are also required to ensure that the Company keeps

propcr accounting rccords which disclose with rcasonable accuracy thc financial position of the

Company. Thc Directors arc also responsible lor safeguarding thc assels of the Company.

The Directors are responsiblc for the preparatjon an<I prcscntation of the Company financial statements'

which give a true and fair vicw of the state of affairs of the Company for and as at thc cnd of the financial

year ended on Junc 30,2024. This rcsponsibility includcs:

(i)Mainuining adequate financial management alrangements and ensuring that these continue to be

cffectivc throughout thc reporting pcriod;

(ii) Maintaining proper accounting rccords, which disclose with reasonable accuracy at any time the

financial position of thc entitY;

(iii)Dcsigning, implcmcnting and maintaining intemal controls rclcvant to thc prcparation and fair

prcscntation of thc financial statemcnts, and cnsuring that thcy are frec from matcrial misslatcmcnts'

whether due to error or fraud;

(iv)Safeguarding the asscLs of the Company:

(v)selecting antl applying appropriate aocounting policics; and

tvi)Making accoundng estimates that are reasonable in the circumstances.

Thc Directors responsibility for the Company financial statements. which have bccn preparcd using

appropriatc accounting policics supportcd by reasonablc and prudcnt judgcmcnts and estimates, in

conformity witi Intemational Financial Reporting Standards (IFRS), and in the manner required by the

PFM Act 20 i 2, warcr act 201 6 and companies Act 201 5 Cap 486
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Lodwar Water and Sanitation Company Ltd
Annual Report and Financial Statements for the year ended June 30,2024
Statement of Directors' Responsibiliths (Continued)

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, 2024, 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 systerns of internal financial control.

In preparing the financial statements, the Directors have assessed the entity's ability to continue as a

going concern

Nothing has come to the attention of the Directors to indicate that the Company will not rernain a going

concern for at least the next twelve months from the date of this statement.

Approval of the financial statements

The y financial staternents ed by the Committee on 2024 and,
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xame ( .lwr'.>
Chairperson of the Committee

mels/a.tarce
tr

Na

Ma

e

\

onr

xxl

DirectoS.



REPUBLIC OF KENYA

Telephone: +254-(zo) 3zr4ooo
Email: info@oagkenya.go.ke
Website:www.oagkenya.go. ke

HEADOUARTERS
Anniversary Towers

Monrovia Street
P.O Box 3oo84-ooroo

NAIROBIOFFICE OF THE AUDITOR.GEl{ERAt

l'. tt hu rt< irry ..1<'cr ttr tt trt lt iIitt

REPORT OF THE AUDITOR.GENERAL ON LODWAR WATER AND SANITATION
COMPANY LIMITED FOR THE YEAR ENDED 30 JUNE,2024

PREAMBLE

I 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;

C. Report on Effectiveness of lnternal 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 lnternal 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 Managemenl 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

I have audited the accompanying financial statements of Lodwar Water and Sanitation
Company Limited set out on pages 1 to 43, which comprise of the statement of financial

Report of the Auditor-General on Lodwar Water and Sanitation Company Limited for the year ended 30 June, 2024
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B. Report on LaMulness and Effectiveness in the Use of Public Resources which
considers compliance with applicable laws, regulations, policies, gazefte 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,



position as at 30 June,2024 and the statement of profit or loss and other comprehensive
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. I have obtained allthe information and explanations which to the best of my
knowledge and belief, were necessary for the purpose of the audit.

ln 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, 2024 and of its financial performance and its cash flows for the year then ended,
in accordance with lnternational Financial Reporting Standards and comply with the
Companies Act, 2015, Water Act, 2016 and the Public Finance Management Act, 2012.

Basis for Qualified Opinion

1. Errors and lnaccuracies in the Annual Reports and Financia! Statements

The annual report and financial statements prepared and presented for audit had the
following errors and omissions:

The information on Turkana County Water Caretaker Committee on page vi-viii has
not disclosed the dates of birth of the committee members
Environmental and Sustainability Reporting on page xvii has not reported on the
following key areas; environmental performance, employee welfare and market place
practices as required by the reporting template.
The statement of financial position reflects retained earnings amount of negative
Kshs.16,256,158 which differs from the amount of negative Kshs.16,356,158
reflected in the statement of changes in equity resulting to unexplained variance of
Kshs.100,000
Note 18 to the financial statements reflects retained earnings amount of negative
Kshs.19,733,371 which is at variance with the retained earnings of negative
Kshs.16,256,158 reflected in the statement of financial position. The resultant
variance of Kshs.3,477 ,213 has not been explained.

ln the circumstances, the financial statements as presented do not conform to
lnternational Financial Reporting Standards disclosure requirements and prescribed
template by the Public Sector Accounting Standards Board.

2. Unconfirmed Sales Revenue

The statement of profit or loss and other comprehensive income reflects operating
revenue of Kshs.71,957,628 as disclosed in Note 6 to the financial statements. However,
the water sale ledger provided shows customer billings amounting to Kshs.1 17,338,245
resulting in a variance of Kshs.46,465,485 that has not been reconciled.
ln the circumstances, the accuracy and completeness of operating revenue of
Kshs.71,957,628 could not be confirmed.

Report of the Auditor-General on Lodwar Water and Sanitation Company Limited for the year ended 30 June, 2024
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3. Unsupported Domestic Trave! and Subsistence Expenditure

The statement of profit or loss and other comprehensive income reflects general and
operations expenses amount of Kshs.75,949,347 which include domestic travel and
subsistence amount of Kshs.497,310 as disclosed in Note 9 to the financial statements.
However, the expenditure has not been supported by payment vouchers, imprest
warrants, an approved work plan, procurement plan, bus tickets, work tickets or boarding
passes, hotel bookings and attendance registers.

ln the circumstances, the propriety, accuracy and completeness of domestic travel and
subsistence amount of Kshs.497,310 could not be confirmed.

4. lnaccuracy of Property, Plant and Equipment

The statement of financial position reflects property, plant, and equipment balance of
Kshs.54,508,548 as disclosed in Note 13(a) to the financial statements. During the year
under review, the entity acquired additional assets amounting to Kshs.40,876,348.
lncluded in the additions during the year is water and sewer infrastructure of
Kshs.40,035,048 procured in the previous years but omitted in the financial statements.
The assets were erroneously recorded as additions during the year instead of prior year
adjustment. ln addition, the annual physical asset verification report for the year under
review was not provided.

ln the circumstances, the accuracy and completeness of the property, plant, and
equipment balance of Kshs.54,508,548 could not be confirmed.

5. Unconfirmed Cash and Cash Equivalents

Review of the cash books and bank statements provided for verification revealed that the
Company withdrew cash amounting to Kshs.6,072,879 for petty cash operations from its
expenditure Account held at a commercial bank. However, the Management did not
maintain a memorandum cash book for petty cash and imprest management during the
year under review.

ln the circumstances, the propriety, accuracy and completeness of the withdrawal of
Kshs.6,072,879 could not be confirmed.

6. Unsupported Refundable Deposits and Prepaymentsz

The statement of financial position reflects refundable deposits and prepayments amount
of Kshs.15,282,919 as shown in Note 21 to the financial statements. However, the
payables have not been supported by detailed schedules showing the names of
customers who are owed by the Company and a detailed ageing analysis.

ln the circumstances, the accuracy and completeness of refundable deposits and
prepayments amount of Kshs.15,282,919 could not be confirmed.

Report of the Auditor-General on Lodwar Water and Sanitation Company Limitedfor the year ended i0 June, 2024
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7. Variance in Trade Payables

The statement of financial position reflects trade and other payables amount of
Kshs.94,082,620 as disclosed in Note 20 to the financial statements. However, the
supporting schedules for trade and other payables shows a total of Kshs.82,133,797
resulting in unreconciled variance of Kshs.11,948,823.

ln the circumstances, the accuracy and completeness of trade and other payables
amount of Kshs.94,082,620 could not be confirmed.

The audit was conducted in accordance with lnternational Standards for Supreme Audit
lnstitutions (lSSAls). I am independent of the Lodwar Water and Sanitation Company
Limited Management in accordance with ISSAI 130 on the Code of Ethics. I 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. I

believe that the audit evidence I have obtained is sufficient and appropriate to provide a
basis for my qualified opinion.

Material Uncertainty Related to Going Concern

The statement of financial position reflects total current assets of Kshs.50,028,626
against total current liabilities of Kshs.109,365,539. This makes liquidity ratio of 0.46:1 (or
negative working capital of Kshs.50,028,626) which is below the recommended liquidity
ratio of 2:1.|n addition, during the year under review, the capital reserve dropped by
Kshs.1 8,628,626 from Kshs.2,472,468 to negative Kshs.16,1 56,1 58.

Further, Lodwar Water and Sanitation Company Limited is in the process of being taken
over by Turkana County Urban Water and Sewerage Company Limited.

ln the circumstances, the Company is technically insolvent and may not be able to meet
its current obligations as and when they fall due and its continued operations as a going
concern is dependent on the support of the County Government of Turkana and creditors.
My opinion is not modified in respect of this matter.

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

Other lnformation

The Management is responsible for the other information set out on page iii to xxiwhich
comprise of key entity lnformation and Management, Turkana County Water Services
providers caretaker committee, management team, chairman's statement, report of the
Managing Director, statement of performance against predetermined objectives,
corporate governance statement, Management discussion and analysis environmental

Report of the Auditor-General on Lodwar Water and Sanitation Company Limitedfor the year ended 30 June, 2021
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and sustainability reporting, report of the directors and statement of directors'
responsibilities. The Other lnformation does not include the financial statements and my
audit report thereon.

ln 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. lf based on the work I have performed, I

conclude that there is a material misstatement of this Other lnformation, I am required to
report that fact. I have nothing to report in this regard.

My opinion on the financial statements does not cover the Other lnformation and
accordingly, I 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
LaMulness and Effectiveness in the Use of Public Resources section of my report, I

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-compliance with Affirmative Action on Gender, Ethnicity and Regional
Distribution

The statement of profit or loss and other comprehensive income and as disclosed in Note
8 to the financial statements reflects staff costs amount of Kshs.40,976,089. Review of
the Company's payroll for the month of June, 2024 revealed that the Company had
seventy four (74) staff members, out of which sixtythree (63) or 85o/o of staff are from
the dominant ethnic community leaving eleven (1 1) employees or 15% from other ethnic
communities contraryto Section 7(1)and (2) of the National Cohesion and integration
Act, 2008 which requires that all public establishments shall seek to represent the
diversity of the people of Kenya in employment of staff and that no public establishment
shall have more than one third of its establishment from the same ethnic community.

Further, out of a total of seventy-four (74) employees, only twelve (12) employees or, 16%
are female while the remaining majority of sixty-two (62) employees or 84% are male.

ln the circumstances, Management was in breach of the law

Report of the Auditor-General on Lodwar lr/ater and Sanitation Company Limitedfor the year ended 30 June, 2024
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2. Operation as a Water Service Provider Without a License

Review of the available documents revealed that the Company had no valid license from
the Water Service Regulatory Board authorizing it to operate water production services
contrary to Section 85(1) of the Water Act, 2016 that states that a person shall not provide
water services except under a license issued by the Regulatory Board, upon submission
of an application and such supporting documents as the Board may require.

ln the circumstances, Management was in breach of the law

3. Unpaid Tax Expense

The statement of profit or loss and other comprehensive income reflects general and
operations expenses of Kshs.75,949,347 as shown in Note 9 to the financial statements.
This includes tax expenses relating to penalties and interest for non-remittance of tax
(pay as you earn, value-added tax, and interest on unpaid tax expense) of
Kshs.5,887,373 for the tax period between January, 2015 to 30 June, 2024. However, the
amount had not been paid by the close of the year under review. Management has not
demonstrated how the tax obligation will be settled to avoid further penalties.

ln the circumstances, the amount continues to attract more penalties and interest leading
to unnecessary and nugatory expenses.

4. Long Outstanding Payables

The statement of financial position reflects trade and other payables amount of
Kshs.94,082,620. Examination of trade and other payables ageing analysis revealed
pending payments for goods, services and works totalling to Kshs.66,174,961which have
been outstanding for over 60 days contrary to Regulation 150(1) of the Public
Procurement and Assets Disposal Regulations, 2020 that states that subject to the
availability of funds and after proper certification of the goods, services or works have
been done, a procuring entity shall make prompt payments for all performed contracts
including enterprises owned by youth, women or persons with disabilities and shall make
payment within sixty days from the date of receipt of the invoice.
ln the circumstances, Management was in breach of the law.

5. Late Remittance of Statutory Deductions

Review of the Company's payrolls for the year ended 30 June, 2024 indicaled a total
amount of Kshs.4,622,330 in respect to remittance of NSSF, NHIF and PAYE deductions.
However, review of the payment vouchers and deposit slips provided revealed that a total
of Kshs.463,768 for PAYE and Kshs.206,250 for NHIF was remitted after the deadline of
ninth day of each following month. This was contrary to Employment Act, that requires
employers to remit deduction from the employees' emoluments to the respective bodies
within set timelines.

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

Report of the Auditor-General on Lodv,ar llater and Sanitation Company Limitedfor the year ended 30 June, 2024
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The audit was conducted in accordance with ISSAI 3000 and ISSAI 4000. The standards
require 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, based on the audit
procedures performed, except for the effect of the matters described in the Basis for
Conclusion on Effectiveness of lnternal Controls, Risk Management and Governance
section of my report, I confirm that nothing else has come to my attention to cause me to
believe that internal controls, risk management and governance were not effective.

Basis for Conclusion

1. Lack of Substantive Board of Directors

During the year under review, the Company did not have a fully constituted Board.
Management of the Company affairs was conducted by an interim board of directors
contrary to Section 79(1) of the WaterAct,2016 which requires that a water services
provider should have a board of directors and in the case of a company, the members of
its board of directors shall be constituted in accordance with the Companies Act, 2015 or
any other wriften law and that the directors be nominated to serve on the board in
accordance with the Company's memorandum and articles of association.

2. Lack of Risk Management Policy and Disaster Recovery Plan

Review of the internal controls of the Company revealed that there was no risk
management policy in place and thus the Company did not carry out risk assessment
during the period under review contrary to Regulation 158(1) of the Public Finance
Management (County Governments) Regulations, 2015 which requires each County
Government entity to develop risk management strategies and a system of risk
management. Further, a disaster recovery plan or business continuity plan was not in
place to ensure that the Company recovered its operations in the event of a disaster.

ln the circumstances, the effectiveness of the Company's risk management and mitigation
measures could not be confirmed.

Report of the Auditor-General on Lodwar llater and Sanitation Company Limitedfor the year ended 30 June, 2024
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3. lnformation Technology Resources Management

Review of the lnformation Technology lnternal Controls revealed that the Company did
not have an approved ICT Policy, lT security policy, policy on physical access to lT
environment and lT continuity and disaster recovery plan in place to guide ICT operations.

ln the circumstances, the Company will not be able to create an efficient computer-based
system for gathering, storing and processing information for management decision
making, communicating management aims and directions, define and manage service
levels, monitor and evaluate lT performance and manage lT Human resources.

4. Non-Revenue water

The statement of profit or loss and other comprehensive income shows operating revenue
of Kshs.71,957,628. lncluded in this amount is water sales billing of Kshs.70,872,760
that was billed from the water production of approximately 1 ,105,359 cubic meters as per
the production schedules provided. However, the Company had total production of
2,502,000 cubic meters during the year but managed to bill its customers a total
of 1,105,359 or (44o/o) cubic meters of water. This makesnon-revenue water of
1,396,641 cubic meters representing 56% of produced water contrary to lndustry
threshold allowable loss (25% of water produced).

ln the circumstances, the Company's water management systems were inefficient

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standards
require that I 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. I believe that the audit evidence I 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,I report, based on my audit, that

ilt

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;
The information given in the Directors' report on page xi is consistent with the
fi nancial statements; and
The auditable part of the Directors' remuneration report on pages xvii has been
properly prepared in accordance with the Companies Act, 2015.

Responsibilities of the Management and Board of Directors

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with lnternational 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
Report oJ the .4 uditor-General on Lodv'ar lfater und Sunitulion Company'Linitedfor the.r'eur ended 30 June. 2021

8



due to fraud or error and for its assessment of the effectiveness of internal controls, risk
management and governance.

ln 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 lhe Public Audit Act,
2015.

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
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
lnternational Standards for Supreme Audit lnstitutions (lSSAls). The standards require
that, in conducting the audit, I 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 PublicAuditAct,20l5. Reasonable assurance is a high levelof assurance but is
not a guarantee that an audit conducted in accordance with IFPP 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.

Report of the Auditor-General on Lodwar Water and Sanitation Company Limitedfor the year ended 30 June, 2024
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ln conducting the audit, Article 229(6) of the Constitution also requires that I 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. ln addition, I

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

Detailed description of my responsibilities for the audit is located at the Office of the
Auditor-General's website at,
responsibilities-for-audiU. This descri

h s://www.oa ken a o.ke/auditor nerals-
ption forms part of my auditor's report

FCP , CBS
AUDITOR.GENERAL

Nairobi

30 December,2024

Report of the Auditor-General on Lodwar llater and Sanitation Company Limitedfor the year ended 30 June, 2024

10



Lodwar and Sanitation Company Ltd.
Annual Report and Financial Statements for the Year ended June 30. 2024

14. Statemcnt Of Prolit or Loss & Other Comp rehensive Income for the Year Ended 30 June
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17. Ststement Of Cash Flows for The Year Endt'd 30 .lunc 2024
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(256.300)ent (PPE)Purchase Of ProperrY, Plant and Equi
(256,300)Net Cash From/ (Used ln) Investin ALIlYtIIC!

ActivitiesCash Flows from F'inancin

Procecds From Issues of New Share C tal

Proceeds From Borrowi

Repaym ent Of Borrowin

Dividends Paid

]lct Cash From/(Used ln) Financing Activitics

(e4l,83e)2.127,1e2I ncrease/(Decrease) In Cash and Cash

uivalcnts

I,452,-323s l0.4tt4Cash And Cash Equivalcnts at Beginning of
Year
Efl'eca Ol Forei Exchangcs Ratc Flucruations

510,4842.631.976Cash And Cash Equivalcnts at End of the Year
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.Annual Repo rt and !-inanciul Statcments filr thc 1 ear ended.lune 30, 2024

lE. Statement Of Comparison of Budget & Actual Amounts for The Perlod Ended 30 June

21t24

KshsKshs KshsKshsKshsRevenue
99'/"1,142,295106,857,705t 01t,000.000t 08.000,000RevenueOperating

99"h1,142,295106,E57,705108,000,000108,000,000Total Revenue

Expenses
102"(e76,08e)40,976,08940.000.00040.000,000Staff Costs
4llo1,197,800802.2002.000,0002,000.000Board Expenses

l46o/u(24,077,157)'75.94e.3475t.872.re05 r.872.le0
General and
operations
Expenses

560/05,305,4366,822,3741 2. r 27.81 0t2,t27,8lOMaintenance
Expcnses

81"/o378,6802,000,000.00 r .621,3202,000,000.00
Depreciation and
Amortization
expenses

llTo/o(r8,l7lJ3l)r 26.171,3311011,000,00010E,000,000Total Expenses

( r e,313,626)Profit or Loss for
the year

I
I
I

I
I

II
III
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KshsKshsKshsRrvenue

water supply

Frequent borehole
breakdowns intermPted99"/"1,t42,?95106,857,?05r08,000,000Operating Revenue

Erpenses
Ovcr cxpcaditurc is as a

rcsult of recruimctrt of
casuals and Managing
dircctors' monthlY

allowances

l02Yo(976,089)-10.97(r,08s40,000,000Staff Costs

thc watcr Fund

The board siring
allowanccs wcrc paid bY400hr,197,800It02.2002,000,000Board Expcnses

challenges
propsr

of

Liquidiry
instiotcd
managcmant
expcndinre

146"4(24,077,t57)15,949.34',151,872,190General and
operations Expcnscs

challcngcs
proPct

of

Liquidity
institutcd
m&nagement
expeodintre

56"45,305,4366,822,3'7412,127,801Maintcaance
Expenses

8l"h
Thc were few additional
asscts in thc Ycar378,680l .62 r ,3202,000,000

cxpcnscs

f)cprcciation and

Amonization

challengcs

Pro,Pcr
of

Liquidity
institutcd
rnarBgcmcnt
cxpcnditurc

1t7a/"(1&r71,33r)t 26,1 71,33 1r08,000,000Total Erpenses

( re,313,626)Proflt or Loss for
the yesr

6
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Lodwar Water C-'ompany Ltd
Annual Report and Financial Statements for the yeur ended June 30, 2024

19. Notes To the Financlal Statements

t, General Information

Lodwar water and sanitation Company Ltd is established by and derives its authoriry and

accountabiliry from the company's Acr cap 486. The company is partially owned by Turkana

Counry Government and is domiciled in Kenya. The Company's principal activify is to provide

water and sanilation services to residents of Lodwar Municipality. For Kenyan Companies Act
reporting purposes, the balance sheet is rcpresented by the statement of financial position and the

profit and loss account by the statement of profit or loss and other comprehensive incomc in these

financial s[atements.

2. Statement of Compliance and Basis of Preparation

The financial statements have been prepared on a historical cost basis except for the measurement

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

financial instruments at fair value, impaired assets at their estimated recoverable amounts and

actuarially dctermined liabilities at their prcscnt value. The preparation of financial statemcnts in

conformiry with Intemational Financial Reporting Standards (IFRS) allows the use of estimates and

assumptions. It also requires Inanagement to exercise judgement in the process of applying the

Company's accounting policies. The areas involving a higher degree ofjudgement or complexity,

or where assumptions and estimates are significant to the financial statements.

Thc 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' Water Act 201 6 and the Company's Act Cap 486, and International Financial Reporting Standards

(IFRS). The accounting policies adopted have been consistently applied to all the ycars presented.

7



Lodwar Water
Annual RePort

and Sanitation ComPan
and Flnrncirl Statemen

y Ltd
ts for the year cndcd Junc -30' 2024

Notcs to the financial strtemcnts (continucd)

ApplicstionofNcwandRevisedlnternationalFinancialReportingStendsrds3
(rb RS)

New and amended stsnd&rds and lnterPretstlons in issue rnd effective ln the yerr

ended 30 June 2024.

Ttre amcndmcnts are effective

for annual Periods beginning on

or after January l. 2024. Earlier

application is Permitted.

The amendnrents, aPP

periods beginning on or after lst January

2024, clanfy a criterion in IAS I for

classilying a liability as non-currenl: the

requirement for an entity to have the right o

defer settlcmenl of the liability for at least l2

months after the rePorting Period

licable to annual
Amcndments to IAS

titled Ctassification of

Liabilities as Current

or Non-current (issued

in January 2020,

amended in October

2022)
The amendmenls arc e

Iirr annual period-s beginning on

or after January I. 1024. Larlier

application is Permitted.

ffectivcThe amendmeut, aPPlic

peritlds beginning on or afler lst January

2024, rcquires a seller-lessce to

subsequently mea-sure lease liabilities

arising from a leaseback in a way that it does

not recognise any amount of the gain or loss'

able to annualAmendment to IFRS

16 titled Lease

Liability in a Sale and

Leaseback (issued in

September 2022)

The amendmens are E

lor annual Periods bcginning on

or after January I , 2024. Farlier

application is Permitted.

lTectiveThe amendmcnts. aPP

pcriods beginning on or after lst January

2024, improvc the information an entity

provides about liabilities arising fiom loan

arrangements for which an enlity's right to

defer settlement of those liabilities for at

least twelve months after the reponing

period is subject to the entity complying with

conditions specified in the loan arrangement'

[cable to annualAmendmcnts to IAS I

titled Non+urrent

Liabilitics with

Covenants (issued in

October 2022)

x

l.

Effectivr Datelirl.



Lodwar Water Company Ltd
Annual R and Financial Statements for the ear ended June 30,2024li. New and amcnded standards and in terpretations in issue but not yet effectlve in thevear ended 30 June 2024.

iii. Early adoption of standards

Lodwar water and sanitation did not early - adopt any ncw or amended standards in year under
rcvlcw

IFRS I 8 Presenration

and Disclosure in

Financial statements

Thc objcctive of IFRS

requirements for the presentation and

disclosure of information in gcncral purpose

financial statemcnts (financial statements) to

help ensure thcy provide rclevant

information that faithfully represents an

entity's iusers, liabilities, equity, income and

expenses,

l8 is lo set out e new standard is cfl'ective

for annual periods beginning on

or after January l, 2027. Earlier

application is permittcd.

Th

I

l itlc Description Efl'ectivc l)ate



I-odwar Water and Sanitation Company Ltd
,\nnual R rt and Flnancial Statements for the r ended .lunc 30, 2024

Notes to the financisl ststements (continued)

4. Summary of .{ccounting Policies

Thc principal accounting poticies adopted in the preparation of these financial statements are set out

bclow:

e) Revenue rocognltlon

Revenuc is mcasurcd bascd on thc considsation to which thc cnrity cxpccts to bc entiticd in a contract

with a customer and excludes amounts collccted on behalf of third parties' The entity recognizes

revenue when it transfers control of a product or service to a customer'

i) Revenue from the sale of goods snd services is rccognized in the year in which the

Companydeliversproducts/serviccstothecustomer,thecustomerhasacceptedthe

products/services and collectability of tlrc relatcd receivables is reasonably assured'

ii)GrantsfromGovernmentEntitiesarerecognizedintheyearinwhichtheCompany

acruallyreceivessuchgrants.Recurrcntgrantsarerecognizedinthestatementof

comprehensive income. Development/capital grants are recognized in the statement of

financial position and rcaliscd in thc statemcnt of comprehensive income over the useful

lifc of thc assee that has bccn acquircd using such funds'

iii) Finance incomc compriscs intcrcst rcccivablc from bank dcposits and invcstmcnt in

securities, and is recognized in profit or loss on a time proportion basis using the effective

interest rate method.

iv) Dividend income is recognized in the income statement in the year in which the right to

receive the payment is estabiished.

v) Rental income is recognized in thc income statement as it accrues using thc effectivc

interest implicit in lease agreements'

vi) Other lncome is rccognized as it accrues'

l0



Lodwar Water Company Ltd
.{nnual Report and Financial Statements for the year ended June 30. 2024

Notes to the financial statements (contlnued)

Summary of Accounting Policies

b) In-kindcontributions

In-kind contributions are donations that are made to the Company in the form of actual goods and/or

services rather than in money or cash terms. These donations may include vehicles, cquipment,

utilities or personnel services. Where the financial value received for in-kind contributions can be

reliably determined, the Company includes such value in the statement of comprehensive income

both as revcnuc and as an expcnse in cqual and oppositc amounts; otherwise, the contribution is not

recorded but disclosed.

c) Property, plant and equipment

All categories of property, plant and equipment are initially recorded at cost less accumulated

depreciation and impairment losses. Certain categories of property, plant and equipment are

subscquently carried at re-valucd amounts, being their fair valuc at the date of re-valuation less any

subsequent accumulated depreciation and impairment losses. Where re-measurement at re-valued

amounls is desired, all items in an asset category are re-valued through periodic valuations carried out

by independent extemal valuers.

d) Depreclation and impoirment of property, plant and equipment

Freehold land and capital work in progress are not depreciated. Capital work in progress relates mainly

to the cost of ongoing but incomplete works on buildings and other civil works and installations.

Depreciation on property, plant and equipmcnt is recognized in thc income statement on a straight-line

basis to write down the cost of each asset or the re-valucd amount to its residual valuc over its cstimated

useful lifle. The annual rates in use are:

RatesYearsItem

2.5%Buildings and civil works including pipes

12.5%Infrastructure works (Meter and Equipment)

25%Motor vehicles, including motorcycles

20.4o/oComputers and related equipment

t2s%Oflice equipment, fumiture and fittings

ll
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Lodwar Water ComPanY Ltd
i\nnual Report and Financial Statenrents for the yerr ended June 30, 2024

A full ycar's dcpreciation charge is recognizcd both in the year of assct purchase and none in the year

of asset disposal. Items of properry, plant and equipment are reviewed annually for irnpairment and

accountcd for in linc with thc provisions in thc standard'

e) Intenglble essets

lntangible assets with tinite useful lives that are acquired separately are carried at cost less aocumulated

amortization and accumulatcd impairmcnt losses. Amortization is recognizcd on a straight-linc basis

over their estimared useful lives. The cstinrated useful lifc and amortization method are reviewcd at the

end of each reporting period, with the effect of any changes in estimate being accounted for on a

prospectivc basis.

Intangibte assets with indcfinite useful lives that are acquircd separately are carried at cost less

accumulated impairment losses.

0 Amortizstion and impeirment of intangible assets

Amortization is calculatcd on thc straight-linc basis ovcr thc cstimatcd uscful lifc of thc intangible

assct. All intangible assets are rcviewed annually for impairmcnt. whcrc thc carrying amount of an

intangible asset is asscssed as grcater than its estimatcd recovcrablc amount, an impairmcnt loss is

recognizcd and the assct is.$.ritten do$'n to its estimatcd reco..,ereble 3mount.

g) Investment property

lnvestment property, which is property held to earn rcntals and/or for capital appreciation (including

property under construction for such purposes), is measured initially at cost, including transaction costs'

Subsequent ro inirial recognirion, invcstment propcrry is measured ar fair value. Gains or losses arising

{iom changes in the fair value of investment propcrty are included in profit or loss in thc pcriod in

which they arise . An invcstmcnt propcrty is dcrccognizcd upon disposal or whcn the investment

propcrty is permanently withdrawn from use and no future economic benefits are expectcd from the

disposal. Any gain or loss arising from derecognition oi the property (calculated as the difference

between the net disposal proceeds and the carrying amount ofthe asset) is included in profit or loss in

the period in which the property is derecognized.

t2



Lodwar Water ComPanY Ltd
Financial Statements for the Year ended June 30. 2024

Annual RePort and

Notes to the flnancial stltements (continued)

Summary of Accounting Policies

h) Rlght of Use Asset

The right-o1'-usc assets comprise the initial measurement of the corresponding lease liability' lease

payments made at or belbre the commencement day. less any lease incentives received and any initial

direct costs. They are subsequently measured at cost less accumulated depreciation and impairmcnt

losscs. Whenevcr the entity incurs an obligation for costs to dismantle and remove a leased asset'

restore the site on which it is located or restore the underlying asset to the condition required by the

terms and conditions of the lease, a provision is recognized and measured under IAS 37' To the extent

that the costs relate to a right-of-use asset, the costs are included in the related right-of-use asset, uless

those costs are incurred to produce inventories. Right-of-use assets {ue depreciated over the shorter

period of lease term and useful lifc of the underlying asset. If a lease transfers ownership of the

underlying asset or the cost of the right-of-use asset reflects that the entity expects to exercise a

purchase option, the related right-of-use asset is depreciated over the useful life of the underlying asset'

The depreciation starts at the commencement date of the lease'

l) Flxed interest lnvestments (bonds)

Fixed interest investments refcr to invcstmcnt funds placed under Central Bank of Kenya (CBK) long-

tcmr intiastructure bonds arrd othcr corporatc bonds with the intention of canling intercst' Fixed intcrest

investments are freely traded at the Nairobi Securities Exchange' The bonds arc measured at amortized

cost or at fair value through profit or loss or at fair value through othcr comprehensive income

(FVOCI).

j) Quoted investments

Quoted investments are classified as non-culTent assets and comprise marketable securities traded

freely at the Nairobi Securities Exchange or other regional and international securities exchangcs'

Quoted investments are stated at fair value'

l3
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Notes to the finenciel stetements (continucd)

Summary of Accounting Policies

k) Unquoted lnvestments

Unquotcd hvcstrnents stated at cost undcr lon-currcnt assets, and comprisc cquity shares hcld in other

Govemment owned or controlled entities that are not quoted in the Securi(ies Exchange. These are

measured at fair value through profit or loss IFVTPL).

l) Inventories

Inventories are siated at the lower ofcost and net real izable value. Cost comprises direct materials and,

where applicable, direct labour costs and those overheads that have been incurred in bringing the

inventories to their present location and condition. Cost is calculated using the weightcd average cost

method/ FIF'O. Net reslizable value represents the estimated selling price less all estimated costs of

completion and costs to be incurred in marketing, selling and distribution.

m) Trade and other receivrbler

Trade and otlier re,;eivables are recognized at anrortized cost less allowances for auy uncollectible

amounts. These are assessed for impairment on a continuing basis. An estimate is made of doubtful

reccivables based on a review of all oustanding amounts at the year cnd. Bad debts are writtcn off after

all efforts at recovery have besn cxhausted and when the necessary approval to writc offis granted.

n) Taxation

i) Current income tax

Current income tax assets and liabilities for the current period are measurcd at the amount expected to

be recovcred from or paid to the ta..(ation authorities. The $,r rates and tar larvs used to compute thc

arnount are those that are enacted or substantively enacted, at the reporting date in the area where the

Company operates and generates taxable income. Current income tax relating to items recognized

directly in net assets is recognized in net assets and not in the profit or loss statement. Current income

tax assets and liabilities for tlie currerit period are measured at lhe amount expected to be recovered

from or paid to the taxation authorities. Management periodically evaluates positions taken in the tax

retums with respect to situations in which applicable tax regulations aro subject to interpretation and

establishes provisions where appropnate.
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o) Deferred tax

Deferred tax is provided using the liability method on temporary differences between the tax bases of

assets and liabilities and their carrying amounts for financial reporting purposcs at the reporting date'

Deferred tax liabilities are recognized for all taxable temporary differences, except in respect oftaxable

temporary differences associated with investments in controlled entities, associates and interests in

joint venhyes, when the timing of the reversal of the temporary differences can be controlled and it is

probable that thc tcmporary diffcrenccs will not reversc in the forcseeable future ' Deferred tax assets

are recognizcd forall dcductible temporary differEnces, thc carry forward ofunused tax credits and any

unused tax losses. Defened tax assets are recognized to the extent that it is probable that taxable profit

will be available against which the deductible temporary differences, and the carry fonvard of unused

tax crcdits and unused tax losses can bc utilized, except in respect of deductible temporary differences

associated with investments in controlled entities, associates and interests in joint ventures, deferred

tax assets are recognized only to the cxtent that it is probable that the temporary differences will reverse

in the foreseeable furure an{ taxable profit will be available against which the temporary differences

can be utilized.

The carrying amount of deferred tax assets is reviewed at each reponing date and reduced to the extent

that it is no longer probable that sufficient taxable profit will be available to allow all or part of the

deferred tax asset to be utilized. Unrecognized def'crred tax assets are re-assessed at each reporting date

and are recognized to rhe extent that it has become probable that future taxable profits will allow the

deferrcd tax asset to be recovcred. Deferrcd tax asscts and liabilities are mcasurcd at the tax rates that

are cxpected to apply in thc ycar when the asset is realized or the tiability is scttled, based on tax rates

that have been enacted or substantively enacted at the reporting date'

Deferred tax relating to items recognized outside surplus or deficit is recognized outside surplus or

deficit. Deferred tax items are recognizcd in correlation to the underlying transaction in net assets'

Deferred tax assets and deferred tax liabilitics are offset ifa legally enforceable right exists to set off

c.,'rent t41( assets against current income tax liabilities and the deferred taxes relate !o the same taxable

entity and the same taxation authority.
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p) Borrowing corts

Borrowing costs directly attributable to the acquisition, construction or production of qualiffing assets,

which arc assets that ncccssarily takc a substantial pcriod of timc to gct rcady for thcir intcndcd usc or

salc, are addcd to the cost of those assets, until such timc as thc assets are substantially ready for thcir

inteoded usc or salc. To thc cxtent that variablc rate borrowings are uscd to fioance a qualifoiag asset

and are hedged in an effective cash flow hedge of interest rate risk, the effective portion of the

derivative is recognized in other comprehensive income and reclassified to prolit or loss when lhe

qualifying asset impacts profit or loss. To the extent that fixed rate borrowings are used to finance a

qualifoing asset and are hedged in an effective fair value hcdge of interest rate risk, the capitalized

borrowing costs reflect the hcdged interest rate. Investment income earned on the temporary investm€na

of specific borrowings pending their expenditure on qualiffing assets is deducted from the borrowing

costs eligiblc tbr capitalization. All other borrowing costs are rccognized in protit or loss in the period

in rvhich they are incuned.

q) Cash end cash equlvalents

Cash and cash equivalents comprise cash on hand and cash at bank, short-term deposits on call and

highly liquid investments with an original maturity of three months or less, which are readily

convenibie ro known amounu ofcash and are subject to insignificant risk of changes in value. Bank

account balances include amounts held at various Commercial Banks at thc end of thc reporting period.

r) Borrowlngs

Interest bearing loans and overdrafc are initially recorded at fair vaiue being received, nel of issue

costs associated with thc borrowing. Subscquently, these are measured at amortized cost using the

effective interest rate method. Amortized cost is calculated by taking into account any issue cost and

any discount or premium on sefilement. Finance charges, including premiums payable of settlement or

rcdcmption are accounted for on accrual basis and arc added to thc carrying amount of thc instrumcnt

to the extcnt that they are not scttled in thc period in which they arise. Loan interest accnring during

the construction of a project is capitalizcd as part of the cost of the projcct.

l6
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s) Trade and other PaYables

Trade and other payables are non-interest bearing and are carried at amortized cost, which is measured

at the fair value of contractual value of the consideration to be paid in future in respect of goods and

services supplied, whether billed to the cntity or not, lcss any payments made to the suppliers.

0 Retlrement beneflt obllgatlons

Thc company contributes to rhe statutory National Social Security Fund (NSSF). This is a defined

contribution schemc regislered under the National Social Security Act. The company's obligation

under the scheme is limited to specific contributions tegislated from time to time and is currently at

Kshs. 1,080 per emploYee Per month.

u) Provision for staffleave PaY

Employees' entitlements to annual leave are recognized as they accrue. A provision is made for the

estimated liability for annuat leave at the reporting date.

v) Exchange rate differences

The accounting records are maintained in the functional currency of the primary economic cnvironment

in which the entity operates, Kenya Shillings. Transactions in foreign currencies during the yearlperiod

are translated into the functional currency using the exchange rates prevaiting at the dates of the

transactions or valuation where items are re-measured. Any foreign exchange gains and losses resulting

from the settlement of such transactions and from the translation at year-end exchange rates of

monetary assets and |iabilities denominated in foreign currencies are recognized in profit or loss.

w) Budget information

The original budget for FY 202312024was approved by the Board of Directors on l5th September,2023

Subsequent revisions or additional appropriations were not made to the approved budget in accordance

with specific approvals from the appropriate authorities. The additional appropriations are added to the

original budget by the entity upon receiving the respective approvals in order to conclude the final

budget. The Company's budget is prepared on a different basis to the actual income and expenditure

disctosed in the financial statements. The financial statements are prepared on accrual basis using a

classification based on thc nature of cxpcnses in the statement of profit or loss, whereas the budget is

prepared on a cash basis. The amounLs in the financial statements were recast from the accrual basis to

the cash basis and reclassified by presentation to be on the same basis as the approved budget.

t't
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A comparison ofbudgct and actual amounts, prcparcd on a comparable basis to thc approved budgct'

is then presentcd in the statcment of comparison of budget and actual amoun6' In addition to the Basis

diffcrcncc, adjustmcnts to amounts in thc financial statcmcnts arc also madc for diffcrcnccs in thc

{brmats and classification schemcs adopted for the presentatron

approved budgct.

Service concesgion rrrongements

of thc financial statemctlts and the

The Company analyses all aspects ofservice concession arrangemenls that it enters into in determining

the appropriate accounting treatment and disclosure requirements. In particular, where a private party

contributes an asset to the arrangement, the company recognizes that asset when, and only when' it

controls or regulates the services the operator must ptovide together with the asset' to whom it must

provide them, and at what price. In the case of assets other than 'whole-of-life' assets' it controls'

through ownership, beneficial entitlement or otherwise - any signit'lcant residual interest in the asset at

the end of the arrangement. Any assets so recognized are measured at their fair. value' To the extent

that an asset has been recognized, the company also recognizes a corresponding liabiliry, adjusted by

a cash consideration paid or received'

r) ComParative figures

Wherenecessarycomparativefiguresforthepreviousfinancialyearhavebeenamended

reconfigured to confornr to the requircd changcs in presentation'

ol'

y) Subsequent events

There have been no evcnts subsequent to the financial year end with a significant impact on the

financial statements for the year ended June 30,2024'

Iti
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Significant Judgments and Sources of Estimation Uncertainty

Thc preparation of the Company's financial statements in conformity with IFRS requires

management to make judgments, estimates and assumptions that aflbct the reported amounts of

revenucs, expenscs, asscts and liabilities, and the disclosure ofcontingcnt liabilities' at thc cnd of

the reporting period. However, uncertainty about these assumptions and estimates could result in

outcomes that require a material adjushnent to the carrying amount of the a'sset or liability

affccted in future Pcriods

a) Estimater rnd assumPtions

The key a.ssumptions conceming the future and other key sources of estimation uncertainty at the

reporting date, that have a signihcant risk of causing a material adjustment to the carrying

amounts of assets and liabilities within the next financial year, are described below. The

company based its &ssumptions and estimates on parameters available when the financial

statements were prepared. However, existing circumstances and assumptions about furure

developments may change due to market changes or circumstances arising beyond the control of

the Company. Such changes are reflected in the assumptions when they occur'

b) Useful llves snd resldual values

The useful lives and residual values of assets are assessed using the following indicators to inform

potential future use and value for disposal:

o The condition of the asset based on the assessment of experts employe d by the company'

o The nature of the asset, its susceptibility and adaptability to changes in technology and

processes.

r The nature ofthe processes in which the asset is deployed'

. Availabiliry of funding to replace the assets'

c) Provisions

Provisions were raised and management determined an estimate based on the information

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

to settle the obligation at the reporting date and are discounted to present value where the effect is

matcrial

l9



Lodwar Water ComPanY Ltd
!'inancial StNtemcnts l'or the Year ended June 30, 2024Annual Report and

Notcs to the financial statements (continucs)

6. ()perating Revenue

7. Grants Incomc

8. Staff Costs

711,474,58110.872.760Water sales
?56.000I ,081 .000Cttnnt:ctirttr ti:r:s

3,n68Discount received
7E,730,5E171.957,62E'l otal

34,900,0'17Payment made by Turkana Counry Water

Serviccs Fund
34.900.077Total

32,940,23334.062,821and AllorvancesGross Sal
420,000csCasual workers' W

372,200957,960Employer's contributions to social security

schcmcs
5,492,4855,535.308provrsronsGrarui

3tt,tt04,96ll{0,976,0|t9'[otal

7371The everrge number of employees durlng t

vear

he

l0

2$22AA1]2$73-2024

KshsDcscri tion

2023-2024

Kshs

f)escrrpdon



Lodwar Water Company l-td
Annual Report and Flnancial Statemen ts for the year ended June 30,2024

Notes to the financial statements (con(lnued)

9.General and rations Ex

Electricit 20,187,903 t9,82',7,55e
Fucl, oil, lubricants. and SiLSCS 417,957 973,255
Office su lies r,103,740 I ,l 36,596
Tclecommunication r35,900 707,800
Insurancc 42,658
Domestic Traveling and subsistence 4e7,3t0 I,846,t40
Staff trainin and devcl t 409,000
Provision for Audir fees 250,000 300,000
Bank Ch cls 202,729 96,039
Clcan in scsEr r r,850 19,400
Publici and advertisin r r8,020 8,000

I t'ecsLc I,200,000
Consultan f'ccs 276,000

cxllos irali 34,400 89,000
Refund to Customers -16,-500 t7,760
Othcr Burial Ex cnscs 159,000
Subscri tion to professional bodies r t,250

e and Courier servicesPos t,225
Tax ex 5,887,373
Hire of Motor vehicles and ut ents 96,000
Provision ofbad and doubtfirll debrs l 1.828,363
Payment made by Turkana Counry Water
Services Fund 34,900,077

Total 75,949,341 27.119,457.00

2l

ses

2022-2023
)escI

2023-202t

Kshs Kshs

240,000
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Lodwar Water ComPanY Ltd
Financial Statements for the Year ended June 30. 2024Annual Report and

Net Book Value At June
r 5.073,516 0

2023

Valuation

There was no valuation in the Year.

13 (b) Property' Plant and Equipment at Cost

property plant and Equipment includes the following assets that are fulty depreciated

14. (a) Trade Reccivables

I1t0.004 15,253,520

t 7,358,q536 I 0,q010016.148,352Cost Or Valuation
17.358,953610,6010016,748,352At July l, 2023
{0,876,348256,300585.00040,035,048Additions
58,235,301610,601256,3005tt5,00056,783,400.At June 30. 2024

0
Depreciation

2,105,433
430,,5971,674,836I 2023

Accumulated as At JulY

I,621,32076,32552,28573,1251,419,58 5Charge For the Ycar
3,726,753506,92252.28573,1253,094,421At June 30. 2024

103,679204,01 55rr.87553,688,9 Ir0
Net Book Value At June

30,20u

54, r 69,854.0059,14 I,E 13.00Gross tradc rece ivables
I r.828,362.60Provision tbr doubtful rcceivablcs

54,169,854.0047.,313,450.40Net trade receivables

5,700.841.00
analvsis of the gross trade receivatrle s was as follows:

2,784.978.00
As at June 30, the a

Less than 30 days
3,113,024.00I,020,956.00Between 30 and 60 daYs
2,835.739.001.550,345.00Between 6l and 90 da s

42,520,250.0053,785,534.00Over 9l da s

54.'169,lt54.0059, t 41,tt 13.00Total

23

Oflice
cquipment,
furniture &

't'o'r'AL

lir

\4'ater.t
Sewer
lnfrasl ruclure

Meters
and
Equipment

Computeni
& ruhted
F,quipmnts

|v 2|02312024

54,508.548

2022-2$232$2]-ZO24
I(rhsKshs



Lodwar Watcr ()ompany Ltd
Annual Report and l'inancial Statements for the year ended June 30,2024

Notes to the linancial statenrents (continued)

14. (b) Steff Receivables

15. Pre d l.x cn scs

16. Bank and (lash llalances

56.9tt0.00Gross staff loans and advances

I'rovision tirr impairntr'nt loss

56,980.0{tNet stafl'ioans

Lcss: Amounts duc wrthrn one year

56,980.00AmounLs due after one year

20.220.00Motor vehicle inspection
20,220.00Total Rnerd firpenses

438124.572.3 15, 105.69Cash at bank KCB
25.805.00 7250Cash at bank Post Bank

C'ash in hand

6-51t0297,065.0{)Mobilc moncy account (Mpcsa paybill
830540)

2,637,975.69 510,484.57Total

24

Description l
2023-2{t24 2122-2$23

Kshs Kshs

1022-20r]202-r-20:4Ilescription
Kshs

Ilcscription
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Lodwar Water ComPanY Ltd
Annual Report and Financial Statements for the year ended June 30. 2024

Notes to the financial statcments (continued)

Detailed anal of the cash and cash uivalents

17. Ordinary Share CaPital

18. Retained Earnin

Current eccounta)
10, 797.211,483,048.5 In 0721 0933KCB BANK

393,057.56298,392.18tt296?2762KCB BANK
34,356.25533.665.00I r06908236KCB BANK

(86.4sI t32124352KCB BANK
7,250.0025,805.00POST BANK

u5374.572,340'910.69Sub- total

d) Others(specify)

65.1l0297.065.00830540Mobile money account (MPesa
paybill)

65,1 10.00297 "065.00Sub- total
5 t 0,484.572,637,915.69Grand total

Authorized:

100.000.00r 00.000.00
100 ordinary shares ofKshs. 1000par

valuc each

AsatJ 1,2022
2.242,799.002.142,799.00100,000.00ital issuedShare COrdi
229.669.00229,669.00carProt'it for the
2,472,468.002,372,468.00100,000.00As at Junc 30 21123

As at Ju I 2021
2,472,468.O02,372,4611.1111100,000.00Ord Sharc Ca ital issued
(22, r 05,838.82)(22, r 05,838.82)Loss for thc ci't r
(r9,633J70.82)(1e,733J70.E2)100,000.00At June 30. 2024

25

2023-2024 2022-2$23

Financial institution Account number I(Shs KShs

2tlt3-2021 2{t22-2t}23

Kshs

'l'otal
Retained
Earnings

()rdinary share
capilall)escfiptioo
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Lodwar Water Company Ltd
Annual Rep ort and Financial Statenrents for the year ended.lune 30,2024

Notes to the financial statements (continued)

19. Provisions

20.Trade and other pavables

2 l. Refundable !)eposits and Prepal rnents

Balance at the bcginning of the ycar 5.792,485.00 5.792.485.00

Additional Provisions 5,535,307.92

Provision utiliscd

Changc due to discount and timc value for
money

Balancc at thc cnd of the ycar 11,327.192.92 5,792,4E5.00

Trade Payablcs 920,378.4t

Accrued cxpenses 44.490.544. I I 32,706.480.00

Employee payablcs 48.003.1 r 8.5 45,566.642.00

Other payables i,588,957.00 r.589,457.00
'l-otal 94.082.6 t 9.61 1t0,782,957.4 r

Customcr dc;xrsits l 1,364,000.00 I 0,.t I 7,(XX).00

Prepaynrents by customers 3,9 l 8,919.00 5,366,925.00
'r.....1 t<te.'otorrar r < ?e2 atr/= ntr

26

Ilescriptiou Gnrtuity prol'isi0ns Totul

li.Shs li,Shs

Ilesc It

I

302-L202,t 20t2-2023
Kshs Kshs

Kshs

Ilc;cripOon I 2$,J.-2$24 2022-202-l

h,slrr



Lodwar Water Company Ltd
Annual Report and Financlal Statements for the year ended June 30. 2024

Notes to the financial statements (continued)

Aglng Analysis firr Refundable Deposlts and
Prepayments

22, Notes to The Stutement of Cash F lows

6.20'% 5,622,e35 36"4Under one year e47.000.00

8"1,2-s6.000.00 l.6lr% 1,279.900.001-2 years

56"Over 3 ycars 14,079,91 9.00 92.13lD I,tt8 r,090.00

l0lloAI 5,282,91 9.00 100,'A r 5.783,925.00Total

(a) Reconciliation of operating
prolit/(loss) to cash generated from/ (used in)
operations

229,669.13( r 9,313,625.57)Profit or loss bctbre tax

t,621,320.33 495,033.93Depreciation

5,535,307.92 5,492.485.00Provisions tbr Cratuity
250,000.00 300.000.00Provisions for Audit fces

r I,828,362.60Provisions for bad and Doubtful debts

_s,887,372.81Accrued expenses

22tt7 I 949.01Working capital changes

(6,7r r,e32.00)Less Increase in trade and other receivables

6,799,423.60dccrcasc in tradc and othcr rcceivablcs

13,299,662.61 58, r82,634.66Increase in trade and other payables

57,e87.890.12Cash generated from/ (used in) operation {E,779,713.31

27

()/o of thc lotrl

L

21122-2023 96 ofthc
{otal

K shs

2022-202-l

I trht Kshs



Lodwar Water and Sanitation Company Ltd
Annual Reports and Financial Statements
For the year ended June 30 2024

Notes to the financial statements (continued)

6. Rcvalua(ion Reserve

Thc revaluation reserye rclatcs to thc rcvaluation of certain items of properry, plant and equipmcnt. As

indicated in the Statement of Changes in Equity, this is stated after transfer of excess depreciation net

ofrelated deferred tax to retained earnings. Revaluation surpluses are not distributable.

7. F'air Valuc Adjustmcnt Reservc

The fair value adjustment reserve arises on the revaluation of available-for-sale financial assets,

principally thc marketable securities. When a financial asset is sold, the portion of the reservc that

relates to that asset is rcduccd from thc fair value adjustmcnt rescrvc and is recogniscd in profit or loss.

Whcrc a financial assct is impaired, thc ponion of thc rcscrvc that rclates to that assct is recogniscd in

profit or loss.

8. Retained Earnings

Thc retained camings represent arnounts availablc for distribution to thc entity's sharcholdcrs

Undistributcd rctaincd carnings arc utiliscd to financc thc cntity's business activitics.

28
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[,odwar Water and Sanitation Company Ltd
Annual Reports and Flnanclal Statements
f'or the year ended June 30 2024

Notes to the linancial statements (continued)

Other Disclosures
9. Related Party Dlsclosures

County Government of Turkana

The County Government of Turkana is the principal shareholder of the Company, holding 60%

of the Company's equity intcrest. The County of Govemmcnt of Turkana has provided lull
guarantecs to all long-term lcnders of the Company, both domestic and extemal.

Other related parties include:

. The County Department in charge of Water

o Water works Agencics

o WASREB (Water Services Regulatory Board)

o WARMA

r Water Sector Trust Fund

. Key management

r Board of directors

Transactions with related parties

10. Flnancial Risk Management
The Company's activitics cxpose it to a variety of financial risks including credit and liquidity risks

and effects of changes in foreign curency. The company's ovcrall risk managemcnr programme

focuses on unpredictability of changes in the business environment and seeks to minimise the potential

adverse effect of such risks on its performance by setting acceptable levels of risk. The company does

a) Sales to related parties
Watcr sales to Govt. agencies (Ministry of
watcr scrviccs 7.386,000 r 4,060,500
'l-otal 7,396,000 r {,060,500
b) Itayments made on behalf of

Water Scrvices Fundl,owAsc()
Payments of salaries and wages for
LOWASCO ern I ecs 3,575,785 5,558,462.02

Payrnents for goods and services for
LOWASCO 3t,324,291

Total 3.1,900,076 5.558,462.02

29

2023-2$24

Kshs

2022-2023

-

Kshs



Lodwar Water and Sanitation Company Ltd
Annual Reports and Financial Strtements
For the ycar cndcd June 30 2024

Notes to the llnanclal stntements (contlnued)

not hedge any risks and has in place policies to ensure that credit is only extended to customers with

an established credit history. The company's financial risk management objectives and policies are

detailed below:

(D Credit risk

The Company has cxposurc to credit risk, which is the risk that a counterparry will be unable to pay

amounts in full whcn due. Crcdit risk ariscs from cash and cash cquivalents, and dcposits with banks,

as well as trade and other rcccivablcs and available-for-sale financial invcstrnenls.

Managcment assesscs thc crcdit quality of cach customer. taking into account its financial position,

past expcricnce and othcr factors. lndividual nsk lunits arc set bascd on intemal or extemal asscssmcnt

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.

The carrying amount of financial assets rccorded in the financial statements reprcsenting the entity's

maximum exposure to credit risk without taking account of the value of any collateral obtaincd is ntadc

up as follows:

At 3tl Junc 202{

47,370,430.00Tradc Rcccivables 4't,370,430.00

20,220.00Pre-Paid Expenscs 20,220.00

,/.,o)t,yt).oy 2,63i,9i5.69Bank balanccs

50,028,625.69 2,637,975.69 20,220.00 47,370,430.00'l'otal

At,1ll June 202.1

6,7 r l ,9,32.00Tradc Reccivables 6.7 r 1.932.00

510,484.57 5 10,484.57Bank balances

7,222,416.57l'otal 7,222,416.57

-I

30

Total amount

Xshs

Fully
perfcrnring

Ksbs

Pest dur but
not Implired

Kshs

Past due and
Impdred

Kshs



I-odwar Water and Sanitation Company Ltd
Annual Reports and Flnanclal Statements
For the year ended June 30 2024

Credit Risk (Continued)

The customers under the fully performing category are paying their debts a-s they continue trading. The

credit risk associated with these receivables is minimal and the allowance for uncollectible amounts

that the company has recognised in the financial statements is considered adequate to cover any

potentially irrecoverable amounts. The company has significant concentration of credit risk on amounts

duc from Customcrs.

ii) Liquidity risk management

Ultimate responsibility for liquidity risk management rests with the Company's directors, who have

built an appropriate liquidity risk management framework for the managernent of the Company's short,

medium and long-term funding and liquidiry management requirements. The Company manages

liquidity risk through continuous monitoring of fbrccasts and actual cash flows.

The table below represents cash flows payable by the company under non-derivative financial

liabilities by their remaining contractual marurities at the reporting date. The amounts disclosed in the

table are the contractual undiscounted cash flows. Balances due within l2 rnonths equal their carrying

balances, as the impact of discounting is not signifrcant.

At 30 Junc 2024

Trade payables t,706,296.08 102,t23,934.61 r03,830,230.69

Provisions 5,535,307.92 5,535,307.92

Total s,535,307.92 I,706,296.011 r 02,r 23,934.61 t 09,365,538.61

At 30 June 2023

Tradc payablcs 74,073,942.00 74,073,942.00

Provisions 6.709.015.00 6,709,015.00

Total 80.7E2.957.00 80,782,957.00

-

-I

l.css than I
m0nlh

Between l-3
months

Kshs Kshs

( )vcr 5 months
I olal

K shs Kshs



For the ycrr cndcd .lune 30 2024

Notes to the finnnclal statements (contlnued)

(iii) Market rtsk

The Committee has put in place an intemal audit function to assist it in assessing the risk f'aced by the

Company o1 an orrgoing basis, evaluate and test the design and effectiveness of its intemal accountirrg

and operational controls.

Market risk is thc risk arising from changes in market prices, such as intcrest rate, equiry priccs and

foreign exchangc ratcs which will affcct thc cntiry's income or thc valuc of its holding of financial

instruments. The objective oflmarket risk management is to managc and control market risk cxposures

wirhin acccptable parameters, whiie optimising the rcurn. Overall responsibiiiry for managing markct

risk rests with thc Audit and Risk Managemcnt Committee.

The company's Department in charge of risk management is responsible for the development of

detailcd risk managcmcnt policics (subject to rcview and ap,proval by Audit and fusk Managcment

Committee) and for thc day-today implcmentation of those policies.

There has been no changc to the Company's cxposure to market risks or the manner in which it

manages and mcasurcs the risk.

a) Foreign currency risk

The Company has no transactional currency cxposures. Such exposure arises through purchascs of

goods and services that are done in currencies othcr than the local culTsncy. Invoices denominated in

forcign currcncies arc paici aftcr 30 days from thc date of the invoicc and convcrsion at thc timc of

payment is donc using the prevailing exchange rate.

b) Interect rate risk

Inrerest rate risk is rhe risk that the Company's iinanciai condition may be adversely affected as a result

of changes in interest rate levels. Thc company's interest rate risk arises from bank deposits. This

exposes the company to cash flow interest ratc risk. The inleresl rate risk exposure arises from intercst

ratc movements on the company's deposits.

JJ
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Lodwar Water and Sanitation Company Ltd
Annual Reports and Financial Statements
For the year ended June 30 2024

Notes to the financial statements (continued)

i) Management of interest rate risk

To manage the interest rate risk, m.magement has endeavoured to bank with instirutions that offer

favourable interest rates.

ii) Sensitlvlty analysis

The Company analyses its interest rate exposure on a dynamic basis by conducting a sensitivity

analysis. This involves determining the impact on profit or loss of defined rate shifts. The sensitiviry

analysis for interest rate risk assumes that all other variables, in particular foreign exchange rates,

remain constant. The analysis has becn performed on the same basis as the prior year.

iv) Capital Risk Management

The objective of the Company's capital risk management is to safeguard the Board's ability to

continue as a going concem. The Company's capital structurc comprises of the following funds:

I l. Incorporatlon
The Company is incorporated in Kcnya under the Kcnyan Companies Act and is domiciled in Kenya.

12. Events After the Reporting Period
Thcrc were no material adjusting and non- adjusting evcnts aftcr the rcporting period.

13. Donor Grant-Horn of Africe Ground Water for resilient project.
The company entered in to a performance-based agreement (PGB) between Water sector trust fund
and County govemment of Turkana on 27th April, 2023.T\e objectives of the grant are:
(a)To Constnrct and rehabilitate ground water based rural water suppty projeca and drilling ofnew
boreholes desipated as strategic for drought resilience purposes.

33

Rcvaluation rescrve

Retained earnings (16,256,t57.57) 2,372,468

100,000.00 100,000.00Capital reserve

( 16,t 56,t 57.57) 2,472,468.00Total funds

Total borrowings

Lcss: cash and bank balanccs 2,637.976 5 r0,485

Net debt/ (excess cash and cash equivalenls) ( 18,794,133.26) 1,961,s83.00

2023-2021 2t)22-2023

Kshs Kshs
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For the vear endcd June 30 2024

@)Operations ard Maintenance(O&M) of existing, rehabilitated and new ground water

infrastruchre through the (O& M) suPPort facility.
(c) Opcrating cost of thc SPru in accordmcc with thc cligibiliry critcria and proccdurcs sct forth

in the PBG Manual.
Additionally, a frarncwork agrccmcnt bctwccn Watcr sector trust frmd, County govcnrmcnt of
Tnrkana and Lodwar watei and sanitation company was signed on 29ff February ,2024 for

administrativc support to the sub projcct implcmenting unit undcr thc hom of Africa ground watcr

for resilicnce project culrninated into a linance agreement budget of .kshs 30,000,000'00 as

surnmarized below. The amount of ksh 30,000,000.00 was received on 136 March,2024.

nrl cost utilization

t6 .r90 611.00

1..,t.,"5,4 r,1. t l0l,3 r 5,300.00?,130,00c

I

Travcl and travcl cosls (including
per{iern, t&xi services, Air ticket
expenses) for project team
nrcmbers

00.i00.(n)0300.000Service/maintcnance of projcct
vcltclcs and2

2?o,o1.940,00055S qSq RO2,500,000Fucl lbr projcct vchiclcs

5.{)txt.0{t0 l),to5.000.000I
Ollice renovation and
Improvement

6q",,6 t6,000

1..14.{.0(x} X(r'lo

b! Facilitation for Environmcntal.
Social Sateguards (ESS, NF.MA-
ESIA, GBV. SPIU and Casuals
(Field assisrants) (Field assistance

for E& S

r,18.r,000.102,000,000

8.556,0m.O01o.000,000

5

a) Contcrcnce Scrvices

70,1o412. I05977.895.00I .400,000
(r

Sutionery, clectricity and offtce
consumablcs

t 090900,00nl rJo,000.00I ,000,000
1

Communication costs (Telcphone,

ainime and lntemet)
01,o500.(xx)500.000Advcrtiscrncnl c()sts

Lj" 
"60.6619,i18.5570,0009 Bank Chalges

15"/"03,t23.45 16,596,877t3'fotal -10.000 000.00

Lrtlllzstlon rs Junc 2024 Vrrhnce
.tmount (KES) Amouor (KES) u t i lizcrl

(]ASH BALAN(JE RECONCILIATION Amounl

Balance as per Budg et vs Actuul Performance schedules 16,596,87?.00

add

Direct cash deposit 1.000.00

l.ess

OuLstanding irnprest 207,200.00

Bulunce es per Cssh book 16,390,677.00

Balance es pcr Bank S(rtcmcnt

34

Approvcd budget

lmounr (KES)
:to. Operlllonrl cost ctntre
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20.Appendices

Appendix t: progress on follow up of auditor recommendations.

The following is the summary of issues raised by the extemal auditor, and management comments

that were provided to the auditor.

I

Inaccuracies in the statement of
flnsncial statement.
The statemcnt uf financial position
includes total non-current and currcnt
assests balance of Kshs. 69,933,859
which ditlbred with total equity and
liabilities amount of Kshs. I M,83 1,835
by unexplained variance of
kshs.34,897,9?6. Thc statcmcnt further
reflects an amount of kshs.2,172,468 as

rctained caming which is thc nct profit for
the current and prcvious ycar. However.
this amount omittcd thc retaincd camings
from the financial years ended 30
June.202l and earlier.
In the circumstanccs, thc accuracy and
completeness ofthe balances in the
statement offinancial position could 0ot
he confirmed.

Resolved

2

Statement of Cash Flows
The statement of cash flows rcflscts cash
and cash equivalents at the beginning of
the year balance of Kshs . I,452,124
which is at variance with thc closing cash
and cash equivalenls at the end of
previous year of Kshs. 3.034,5 I 7 as

evidenced by audited financial statements.
No evidence was provided for the revision
or reslatement ol'the arnount. Further,
note 20 to the financial statements on
reconciliation of opcrations indicates that
cash gencratcd from opcrations was Kshs.
57.987.891 which varies with thc anxrunt
in the statement of cashflorvs of Kshs.
(941,838) by Kshs. 58,939,729. Further.
no notes were provided for the cashflow
included in the statcment of cashflows.

Resolvcd

35

Refercncr
No. on the
crternal

eudit Rcport

ment
comm€
nts

Strtus:
(Rcsolvcd

Not
Rcsolvcd )

Timefreme:
(Put a datt n'hcn
yoo erprct the

irsue to br

I Manase

lssue / Obscrvalions from Auditor

resohved
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In the circumstanccs. thc accuracy and
completeness of the balances in the

cashflows statement could not be
ascertained.

3

Deprecletlon and Amorttzetlon
Expenses
The statement of prr-rlil or loss and other
comprchcnsivc income and Notc I I to the
financial statcmcnt rcflcct dcprcciation
and amortization expenses of Kshs.

'tvJ,UJ{. nuwgvtsl, UIE t Ultlllally s ab$Ellr

register includc some land, equipmenl
motorvehicles/cycles and oflice
equipment which werc llot valucd and no
depreciation was charged during the year.
Further, Notc l2 to the financial
statements includes inaccurate calculation
of depreciation reflccting opening
accumulated deprcciation as at 30 July,
2022 Kshs. 1,610,399 instead of fte re-
casted amount of Kshs. 16,846,918
resulting in unexplained variance of Kshs.
15,236,519.
In the circumslances, the accuracy and
fair statemen( ofthe dc'preciation chargc
in the financial statemenl for the year
ended 30 June, 2023 could not be
confirmed.

Rcsolvcd

4

Property, PIent and Equlpment
The state ment of finaucial positiori
reflects properry, plant and equipment
balance ofKshs. 15.253.520 as disclosed
in Note l2 (o the financial s(atcmenr.s

which differs with recalculated or re-
casted balance of Kshs. 14, I 95, I 30 by
unexplaincd varianccs of kshs. 1.058.390
Further. other land. equipment and motor
vchiclcs/cycles and offi ce equipment
included in tle Company's asscsts
register were not valucxl and include in
the anrount reponed in the linancial
statemcnts.
ln the clrcumstances, (hc complctcness
and accuracy of propcrty. plant and
equipment balance of Kshs. 15.253,520

Resolved
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Refcrencc
No. on thc
e (rntd

iudit Repon

I lr{eregg
loert
l*--.
I nts

Stetus:
(Resolved

Nol
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'l'imrfrrmc:
{Pot r detr $hcr
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hf,ue to be

Issue / Observations liom .,{uditor
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for thc year ended 30 Junc, 2023 could
noi be confinned.

30d'June ,20245

Accurrcy of Trade rnd Other
Recelvables
The statement of financial position
rcllects trade and othcr rcccivables
balances oiKshs. 54,169,854 as shown in
Note l3 to the financial statements.
However, the balancc ino[udcs amounts
which have been outstanding tbr over
9 I days ol Kshs. 42,520,250 and which
further include a total ol'Kshs. 3.299,622
in respect of twenty-two (22) accorurts
considered to be dormant. Management
has not provided or explained measures or
any el-iorts puts in placcs to pursue the

dcbtors and collected thc amounts.

Further, no provision f<lr bad and doubtful
debts was made for the possible non-
recovcrabiliry of part of the rcceivables.

In thc circunrstances. thc valuation and
receivability of receivables from
exchange transaction could not be
confirmed.

Not Resolved

6

Refundable customer Deposits
The statement of financial position reflects
refundable deposits and prepayments
balanccs of Kshs. 15,783,925 which, as

disclosed in Notc l9 to the financial
statcnrcnts includc rct'undable deposits
from customer's arnount of Kshs.
10,417,000 and prepayments of Kshs.

5,366,925. The Company receives
mandatory refundablc deposits of Kshs.
1,000 from each new customer before any
connection is done.

Rcvicw of available records revealed thc
following;

(i) ledger and
movement

Deposit
connections

Not rcsolvcd

3'7

Time l'rame :

(l'ut a drte when
you cxpcct thc

issuc to be
resolvedi

Reference
No. on the
ettcroal

audit Rcport

Managc
meot
comme
nts

Stalus:
(Resr vcrl /

Not
Resolvt<l)

I

Issuc / Obsen'rtions from Auditor
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schedule for Kshs. 10,417,000
as at 30 June,2023 showed
that there were 256 additional
connections in the year.

However, the Note did not
have comparative balance.s lor
both prepaymenls and
customer dcposits.

(ii) A register of astivc and
inactive customers as at 30
June,2023 slrowed a total tif
8,715 customcrs but the new
conneclions movement
schedule disclosed lO,4l7
customers giving a variance of
I,702 customers that could not
be traced to the custonrer's
register.

(iii) The customer deposit balance

of kshs. 10,417,000 as

disclosed under Note 19

dilfered with deposits bank
account balance of kshs.

34,356 held at KCB resulting
into unexplained and
reconciled variance of Kshs.
10,382,644.

Under the circumstances, accuracy
and completeness of the refundable
deposits and prepayments amount of
Kshs. 15,7E3.925 could not be

confirmed.

REPORT ON LAWFULLNES AND EFFECTIVENESS USE OF PUBLIC
RESOURCES

RssolvedI

Lack of operational budget
The Comptury operated without an
operational budget or approved budgct
estimates conrary to scction 149(2Xh) of
the Public Finance Managcmen( Act,20l 2

which requires the accounting oflicer to
prepare estimares of thc expenditurc of the
entiry ln contbrmlry \.vith the strateglc plan
ln this circumstance. lhe management was
in breach of the law

38

Ilefcren c',c
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external
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Status:
(Resolved

Not
Resolved)
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)

Non-Revenue Weter
The statement of profit or loss & other
comprchensive inconre for the year undcr
review reported revenue from water sales
of Kshs.78,730,581. The Company
produced 2,404,979 cubic meters of water
at a production cost of Kshs.55 Per cubic
mctcr out of which 974,939 cubic metcrs
was distributed and billed to customers
during the year under review. This
rcpresents 4lYu of watcr produccd whilc
59% was unaccounted for water, which
was over and above the industry threshold
of 25o/o by 31%. The Water Services
Regulatory Board (WASREB) Schedule E
and KPI's Impact No.l3 provide for non-
revcnuc water level of 20% as good: 20Yo-

25Yo x acceptable while abovc 25% is
unacceptable. This implics that the
Company lost salcs of approxirnatcly
Kshs.65.8 17,55ti. Also, the amount of
water loss increased from 54% in the prior
year to 59Yo in the current year implying
that no effort was made or measures
institutcd to rcducc thc loss of water and
revcnue.

In thc circumstanccs the management was
in breach of thc Law

Not resolvcd

Lete Remittance of Statutory
Deductions
Review of the Company's payrolls,
payment vouchers and payment slip for the
year cnding June, 2023 revealed that a total
of Kshs.1,60.1,242 for PAYE and NIIIF
was remitted aftcr thc deadline of ninth of
each following month while Kshs.78,840
tbr NSSF was remitted atier the deadline
of fillcenth ol each following month (See

appcndix).
The company was thereforc in breach of

the larv and risked incurring penalties and
intcrcsts on latc rcmittance of statutory
deductions.

Resolved
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Rcfercnce
No. on the
rxtrmal

audit Rcport

I m.ot

l conun(
I nts

Status:
(Reiolved /

No(
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lllenage
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Not resolvcd

Non-complience with Aflirmativc
Action on Gender, Ethnlclty end
Regionel Distribution

Rcvicw of the Comptury's payroll for the

nronth of June, 2023, revealed that the

company has seventy three (73) staff
members, out of wh{)m sixty- two 162) or
85% are from thg dominant ethnic

community leaving eleven (ll) or 15%

from other ethnic communities conrary to
Section 7(l) and (2) of the National

Cohesion and integration Act, 2008 which
requires that all public establishmenus shall

seck to represent the diversity of the people

uf Kcnya in crupluytrtcnt uf staff and that

no public establishmcnt shall have more

than one third of its establishment from the

same ethnic communitY.

Furthcr, out of a total of 7.1 employces,
twclve ( l2) ernployccs or. l6% are lemale

while the remaining majority of 6l
employees or E.,l7o are male contrary to the

Puhlic Service Commission Human

Resource Policies and Procedures Manual

of 2016 pan B.22 (2) requiring that the

Government will endcavour to havt' a

gender balanced Ctvil Service by ensurtng
that not more tlran 2/3 o{' positions in iLs

cstablishmerrt are filled by either gendcr.

Under the circumstances the Management

was in breach of thc law.

l

Resolved

Non-Flllng Compeny AnnuNl Rcturns

Available infbrmation indicates rhat the

Company was incorporated on 09

Fcbruary,200? undEr the Companics Act
Cap 4E6 of the laws of Kenya .Howevcr.
there was no cvidence provided f'trr audit

review to show that the ComPanY

submitted annull retums on or before 9

le toof ev atter

5

I

4o

Reference
No. on the
ertertal

audit Reporr

Status:
(Rcsolvcd /

Nor
Itcsolved)

Timeframc:
(Put , drte whcn
y+u crprct the

issue to be
rxolrd)

I lssue / Obserw:rtions liom Auditor

itu,trige I

I BeEt
lcemme
I o,.
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the Registrar of Companics contrar-v to
section 705( l) of the Companies Act, CAP
486 which statcs that ( I .cveryContpany
shall submir ro the regisrrar successive
annual returns each of which is made up to
a date not latcr than the date that is fr<lnt
time to time the Company's return
date.2.The company's retunr datcs is
(a)Thc anniversary of rhc company's
incorporation :or (b)If the conrpany's last
return lodged in accordance with this part
was made upto a different date-the
anniversary of the date .

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

REPORT ON THE EFFECTIVENESS OF INTERNAL CONTROLS, RISK
MANAGEM ENT AND GOVE,RNANCE

I

l. Leck of Rlsk Assessment Policy rnd
Disaster Recovery Phn

The Company has not developed a risk
management policy hence risk
assessments were not performed for the
ycar ended 7022/2023 conrrary ro
Rcgulation 158(l ) and 163(l) of the Public
Finance Managenrent (County
Govemment) Rcgulations. 201-5 which
requires each county government entity to
develop risk management strategies and a
systenl of risk management.
Also, a disaster recovcry plan or business
continuity plan was not in place to ensure
that the Company rccovered its
functionality in case of an unplanned
incident or disastcr.

ln the circumstances .existence of risk
management strategy and plan could not
be confirmed.

Not Resolvcd

4t

Reference
n-o. on (he

exterual
audit Report
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(Resolvcd I

Not
Resolvcd)

'I imefrrme:
(Put r datc when
you expect {hc

ixue to bc
resolvcd)

Issue / ()bservetions from Audltor



a

Lodwar Water and Sanitation Company Ltd
Annual Rcports and Financial Statements

For the l ear cndcd J unc 30 2024

\l.r '.'..\lt,a/l

Lack of lnternal Audit Function
Audit Committee

The Company did not have an intcrnal
audit function conlrary to Scction

t 55( t Xa) of Public Finance Managemcnt

Act, 2012 which states that a county

govemment entity shall cnsurc that it
complies with this Act and has appropriate

an'angements lbr conducting intemal audit

according to the guidelines issued by thc

Accounting Standards Board; and to

section 155(5) of Public Finance

Management Act, 2012 requiring county
govemment cntitics to estublish audit

committees in accordance with prescribed

regulations.

In the circumstances, the cxistcnce of an

effective mechanism to ensure strong

intemal controls could not be ascertained.

, ;rn d

,)

Not Resolved

informatlon Technologt Management
Review of the information techttology

intemal controls revealed lhal the

Company did not have an approvcd ICT
Policy, IT security policy, policy on

physical access to IT environment and IT
continuity and disastcr rccovery plan in
place to guide ICT operations.
Further, there were aPProPriare

atrangements through an approved IT
strategic plan for oversight and

formulation of policies to cnsure that IT
depanment functions properly to assist in

achievement of organizational ohjectives

in an economic, efi'icient and etTective

way.
In the circumstances thcre was no

arssurance in the company's management

of its IT assets systans.

_l

Rcsolved

3. Lack of Substentlve
Directors

The Compauy operated without a board of

llogrd of

directors durin the ar ended 30 Jun

1
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2023 contrary to Section 177 of the
Companies Act, CAP 486 which states that
cvury company (othcr than a private
company) registered after the appointed
day shall have at least two directors. and
cvsry company registered beforc the
appointed day and every private company
shall havc at lcast one director.
On l5 Junc. 2023, the Govsrnor of
Turkana Counry appointed an intcrim
board of dircctors to run the Company
contrary to Section 79(l ) of the Water Act,
201 6 which requires that a water services
provider should havc a board of directors
and in the case of a company, the members
of its board ofdirectors shall be c<lnstituted
in accordance with thc Companies Act,
2015 or any other wrincn law and that the
directors be nominated to serve on the
krard in accordance with the Company's
memorandum and articles ol' association.
ln the circumstances, the company was not
likely to meet its objectives effectively and
efficiently duc to lack of oversight and
management of thc board.

n\\_
C5(r

ss

v2--

aaoa)

Name

Signature

Managing

l)ate
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