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Annual'Reports and Financial Statements
For the year ended June 30, 2020
KEY ENTI’IY INFORMATION

Background information

Homa.Bay County Water and Sanitation Company Limited (the then South*Nyanza Water and
Sanitation Company), was established under the Company’s Act Cap 486 on ,12? -June 2006. The
" Company was formed by the defunct local authorities and given the mandate of providing water and
sanitation: services: “within cight Sub-Counties:- Mbita, Suba, Kasipul,  Karachuoyo, Rangwe,
Kabondo, Ndhiwa and Homa Bay Township. Homa Bay County Government is the ‘major
shareholder of the Company. ' e 3T ke

In August 2014, South Nyanza Water and Sanitation Company changed its name with the Registrar
of Companies Kenya to Homa Bay County Water and Sanitation Company Limited, in the spirit of
devolution, which brought fourth County Governments. -
Principal Activities' ~ - _ ' » T
- The principal activity of the Company is that of offering water and sanitation services ‘within Homa

Bay County.

Directors

The Directors who served the entity during the year/period were as follows:
1. Prof. George O. Krthoda  Chairman -Appointed on 29.03.2018
2. Dir. Zablon Were Member - Appointed on 29.03.2018
3. Dir. Isdorah Akinyi Member - Appointed on 29.03.2018
4. Dir. Millicent Matengo ~ Member - Appointed on 29.03.2018
5. Dir. Lenjulians Onano Member-Rep. CEC Water - Appointed on 29.03.2018
6. Mr Evans L. Nyagol MD - Appointed on 20.10.2015
7. Hon David Korikko Member-CEC Finance - Appointed on 30.10.2018
8. Dir. Kenneth Onyango Member - Appointed on 30.03.2019

NOTE: Member CEC-Member of County Executive Committee
The MD sits in the board as an executive mem ber, the rest of the directors are Non-executive.
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Regisiered Offices

Homa Bay County Wja‘_cer.érvld‘ éaﬁitaﬁon Company Ltd
Kendu - Homa Bay I}Qad/H@hway

P.O. Box 4, 40300. S |

Homa Bay, KENYA

Corporate Headquarters ..

Homa Bay County Water .and 'Sani_taﬁon Compény Ltd
County Assembly Road,

Next to New TSC -Nyanza Regional Offices

P.O. Box 4, 40300...

Homa Bay, KENYA

Corporate Contacts

Telephone: +254717428030
E-mail: homawater@yahoo.com/ homawater@gmail.com

Corporate Bankers

1.  Kenya Commercial Kenya

Homa Bay Branch
P.O. Box,

40300, Homabay
Kenya

)

Co-operative Bank of Kenya

Homa Bay Branch
P.O. Boxg,
40300, Homabay
Kenya
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5. Equity Bank Ltd
P.O.Box
Homa Bay Branch
Kenya

Auditors

Auditor General

Kenya Office Of The Auditor General
Anniversary Towers, University Way _
P.O. Box 30084 :

GPO - 00100

Nairobi, Kenya

Company Secretary
1. Olotch & Company Advocates

Advocates, Commissioners for oaths & Certified Public Secretaries
Queensway House

5% floor, Kaunda Street

P.O. Box 7146-00100

Nairobi, Kenya
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BOARD COMMITTEES:

COMMITTEE NAME POSITION
Lomusce gy | L D
RESOURC . : ( ny

S i COMBETOGRE 1. Nicholps-K’o_riko : Member
2 TECHNICAL L Isc}czl:'gllAlqn):l‘ . Chajrfefson
COMMITTEE L Millicent Matengo Meinbes

IL Lenjulian Onano Member
3INTERNAL AUDIT L Lol ol Chpitperson
COMMITTEE 1L Millicent Matengo . - Membe;

111 Lenjulian Onano . - Member

THE BOARD OF DIRECTORS- DURING THE YEAR 2019/20

I
1. Dir.Prof. George O. Age : 66
Krhoda Qualifications: CAI.{EER PRO,FH'E . .
He is an Associate professor University
CBS,BED(HONS),MA Of Nairobi, Vice Chair Daystar
and PhD university, a specialist in Hydrology and
water resource management, Managing
Director of Research on envirommnent
and development planning(REDPLAN)
consultants ltd, former permanent
secretary ministry of water and
irrigation, among others. Prof. Krohda is
the current chairperson of the board.
Age : 61
CAREER PROFILE
Diploma Electrical Has vast experience in electrical
Cugineering engineering, having worked with
(Related trainings Africa Synthetic Fibres and Sunflag
locally and abroad) Textiles
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Age: 53 years o CAREER PROFILE

Has had a vast experience in business
Qualifications - | management including real estate
o Certificate in =~ | management. .
Business - | Hasheld a position of Secretary in the
Management | Kenya booksellers Association —
. > Financial literacy | Kenya, currently the managing director
2 : Program | of Maam Bookshop and other
A 7! : ‘ | enterprises.
3. Dir. Millicent Matengo :
Age: 34yrs
Qualifications:

e Degree in

. . Genderand | CAREER PROFILE

4. Dir. Isdor a}}“Akmyx Development | Has vast experience in project

, o Studies management of development projects,
having previously worked with

e Diploma in Catholic Relief Services and APHIA

Project plus as a project Coordinator.
Management | Currently a business lady running her
- " | own Pharmacy (Domakis

Pharmaceuticals Limited) and an

e Diploma in
Events Planner.

Management

of Information

Systems
Age: 34yrs CAREER PROFILE
Qualifications Has served in different ranks in
Higher diploma in Government security institutions.
Project Planning & He is currently working in County
Management department of Water & Environment
Diploma in Monitoring | and is a shareholder director in the
& Evaluation - Board, representing the Parent

Diploma in Criminology | Ministry.
He is also a partner in a Private Crimes

5.Dir. '_—LAe'nj ulians Onano . il
1nvestigation company.







Age:49 : o
CAREER PROFILE
Qualifications: MBA, Has vast managerial experience having
CPA(K) worked in the sugar industry and higher
' education sector for a long time, '
*He sits'in the board as an executive
director.” ’ :
Age:48
Qualification: Bcom,
;MBA strategic
Management
CARFEER PROFILE _
Worked in top management of KRA
for over 20 years. #" '
7. Dirr. Kenneth Onyango

9. CS Pamela Ochieng Olotch | Olotch &Company
Advocates
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1  MANAGEMENT TEAM

L CPA Eval.lsg,{'._,. O. Nyagol Oualification:
» s z ;i}

MBA, CPA(K)

Managing Director (CEO)
Qualification:
CPS(K)

2.
Responsibility:

Company Secretary

ualification:
B.Com, Accounting
CPA XK)
Responsibility:

Internal Audit Manager

(U]

QOualification:
CPA(K)

B.Com, Finance

Responsibility:

4. CPA Samuel Ngicho - Finance Manager
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. PR RN ' Qualification:
e enHSREY :

Bsc. Human Resowrces

MBA Human Resources"

Human Resource Manager

Qualification:

Bsc. Mechanical Engineering

Responsibility:

Technical Manager

Qualification:
B.Purchasing& Supply,Master of supply
Chain Management,ongoing PhD Project
Management

Responsibility:

Supply Chain Manager

7. Dan Oketch

Qualification:
Bsc-Biology

Responsibility:

Commercial Manager

8. Winni; Rakwach
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- For the year ended June 30, 2020
CHAIRMAN’S STATEMENT L

It is my pleasure on behalf of the Board to present to you this annual report for the financial
year ended 30 June 2020 Homa Bay County Water And Sanitation Company remains

‘ focused on the path of long term recovery and sustainability. The financial year 2019/20 has
been a year of improved ﬁnanmal performance under prudent financial and opelatlonal
management. It is a year where the_ C_ompany has reduced its net loss as compared to the year
2018/19.There has been substantial progress od all strategic areas consistent with the broader
agenda of our government in imprtoving water vserviees delivery in urban and rural areas. The
Company in the prevailing socio- economio e_nvironmerit,hés continued to make best use of its
resources to ensure quality delivery of its services. With the focused Board of Directors,
executive management and staff, notable achievement will eventually be attained. On behalf
of the Board of Directors, I would like to thank the Executive Management and entire staff for

the commitment and resourcefulness.

To my fellow Board members and committee chairpersons, accept my appreciation for the
dedication that has assisted the orgenization to remain focused to its objectives, during the
year under review despite the pandemic, operational and financial challenges. The guidance
on strategic priorities by the Ministry of Water and Environment Resources, County
Government and National Government underpins our success in the financial year ending 30
June 2020.

It is my aspirations that as long as the initiatives of ensuring a better life for all are enshrined
in the vision of the Company, we will continue to engage positively with all the key players
and stakeholders to move forward together in improving water supply and sanitation in the

County of Homa Bay and its surrounding.

George O. Krhoda
rman — Board of Directors

10
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IL°  REPORT OF THE MANAGING DIRECTOR

. Introduction s SRR

This report highlights and outlines the activities and actual performance of Homa Bay Water And

- Sanitation Company for the year ended 30 June 2020. It is pleasing to note that despite the challenges
the operating environment continues to pose, the Company has managed to"supply quality water to its

valued customers with ' : :

- niinimum disruptions in the year. Financing major capital works in order to satisfy the growing water

- -demand and reducing the levels of unaccounted for water in the supply area remained biggest
challenges in the year under review o ' :
In the FY 2019/20, the company continued with its effort towards improvement of revenues and

operations stabilization. The company recorded turnover of Kshs 171,75‘0,7_99-a'gainst operating
expense of Kshs 173,074,629, leaving a total operating deficit before tax of Kshs. 1,723,409.

The company is yet to achieve sustainable operations since it still relies on County Government of
Homa Bay subsidies for power bills. The water coverage is still below 50%, plant production
capacity is still at 31% of demand in all water schemes and therefore client satisfaction is low due to
the limited supply. The company fell short of the budgeted production by 40% due to failure to kick
start operationalization of West Karachuonyo new Production plant which was expected to boost the
production capacity by 20%.

However, the company has been working with various stakeholders to transform itself to a
commercially viablé enterprise with key focus on service delivery. Kenya Government through Lake
Victoria South Water Works Development Agency (LVSWWDA) approved funding for the
development of three (3) new water plants in Homa Bay, Oyugis and Kendu Bay. WASREB has been
instrumental in ensuring proper governance of the company through Board training/Board oversight
and, the County Government of Homa Bay has been supporting the company in ensuring smooth
water supply operations.

We also collaborated with Dunea-Netherlands for capacity development —staff & operations for
NRW reduction thus we hope to achieve operational efficiency in the near future.

Use of modem billing technology was key to the improved revenue generation; telephone bills
increased efficiency in bill delivery and electronic bill payment. Emphasis on NRW reduction was a
key activity in the year through Dunea-Netherlands. The company initiated a NRW reduction
program that will ensure increase in water supply to consumers in the future. Training was key to
improvement in 2019/20, staff training epsuyred clear focus to production efficiency for better service

Thank you.
Evans L. O. Nyag

Managing Director

11
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Annual Reports and Financial Statements
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'III. . MANAGEMENT DISCUSSION AND ANALYSIS

" -‘PERFORMANCE OVERVIEW
1.0 INTRODUCTION

The management of HOMAWASCO hereby presents to the- shareholders and stakeholders report and
statements on the financial performance of the company for the fi ﬁénéial year ended June 2020.The year was
the year of pandemic, that ravaged the entire world economy. Water sector was hit hard by the several
declarations from state agencies. Partial lockdown, zero collection of water bills among other measures were
applied to help reduce the impact of the pandemic. The cash flow went down to 40% in some cases leaving
openatlons half way sufficient. Management though soldiered on to ensure that water-the essential commodity
during COVID 19 period -was readily available and continuously. A good part of the next Fnancnal year will
still be affected by the ripple effect of this pandemic even after the lockdown.

1.1 REVENUES

The company achieved a turnover of Kshs.171.8million against a budget of Kshs 157.6million representing
110% performance with a total expenditure of Kshs. 173.5million leaving a deficit before tax of Kshs.1,
723,408. The Incomes is made up of company water & sewerage sales at Kshs 63.4million, Grants from
County Government at Kshs 65.6million in electricity bills and disaster management and grants from other
development partners of Kshs 42.4million. The company achieved an average monthly billing of Kshs 3.6
Million and an average monthly collection of Kshs 4.1Miilion. The company had an average collection
efficiency of 113% which is within the Water Sector benchmark of >95% and an average of 56% Non-
Revenue Water level against a sector benchmark of <25%.

The existing connections in the year under review stood at 6,127 connections with 3,773 active connections
and 2,354 dormant connections with an average metering ratio of 74% against a sector benchmark of 100%
metering.

The major impediments on the achievement of the budget was decrease in production due to constant power
cuts and political unrest in the County, which resulted to lost production hours resulting to low sales. The
Company also failed to secure grants from the National Government and other development partners as had
been envisioned in the budget.

1.2 EXPENDITURES

The company incurred total operational expenditures of Kshs. 173,480,207 against a budgeted Kshs.
153,217,183 .The cost recovery rate of the company stood at 93% against a sector benchmark of > 100%. This
is due to the high operational costs occasioned by operating an old dilapidated water supply system as well as
high technical losses due inefficient equipment and leaks.

1.3 COMPLIANCE WITH REGULATORY REQUIREMENTS

The company has always strived to pay all statutory obligations as and when they fall due. These levies and
fees are WASREB, LVSWWDA, and WRMA levies. There has been a cash flow challenge crippling this

12
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S{OMA BAY COUNTY WATER & SANITATION CO. LTD

. ..nnusl Reports and Financial Statements
For the year ended June 30, 2020

commitment over the past and presently. The company will strive to pay current continuous lxablhtles to such
bodiés as and when they fall due in the subsequent years. Amounts owed to these bodxes as at 30 June 2020

stood as follows

Kshs.

WASREB- - 1,467,502.00

WRA

- 29,705,000.00

LVSWWDA- 24,511,441.00
TOTAL __55.683.943.00

1.4 RISKS

Thecompany “faces several -risks that might impede the achievement of its objectives. The major risks

identified are;-

> Harsh economic conditions in the country due to COVID-19 pandemic
» Credit risk resultiﬁg from debtors not paying all their bills as and when they fall due
» Deiay in electricity bills settlement by the County Government
» Insecurity caused by Political activities
»  Water pollution at water sources E.g. Rivers.
» Sabotage from competitors and road contractors
»  Lack of funds for pipeline expansion
» Inability to source for funds from the market to finance capital investment
1.5 DEVELOPMENTS

The company is soon to receive the three new water pumping plants situated in Oyugis, Kendu Bay and Homa
Bay. In addition there are six potential rural water plants/boreholes which are due for integration into the
company’s supply grid in the next financial. With Oyugis at 50% complete, Kendu Bay 60% and Homa Bay
65% complete, there is optimism that come 2021/22, some of the plants should be handed over for operations

and production.

13
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- HOMA BAY COUNTY WATER & SANITATION CO. LTD
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CHAIRMAN’S STATEMENT

It is my- pleasme on behalf of the Board, to present to you this annual report for the ﬁnanc1a1
year ended 30 June 2020. Homa Bay County Water And Sanitation Company remams

s focused on'the path of long-term recovery and sustainability. The finanicial year 2019/20 has
been a year. of improved financial perfonnance under prudent financial and opelatlonal
management Itiis a year where the Company has reduced its net loss as compared to ‘the year
2018/19.There has been substantial progress on all strategic areas consistent with the broader
agenda of our govemment in improving water servmes delivery in urban and rural areas The
Company in the preva;hng socio- economic environment has continued to make best use of its
resources to ensure quality delivery of its services. With the focused Board of Directors,
executive management and staff, notable achievement will eventually be attained. On behalf
of the Board of Directors, I would like to thank the Executive Management and entire staff for

the commitment and resourcefulness.

To my fellow Board members and committee chairpersons, accept my appreciation for the
dedication that has assisted the organization to remain focused to its objectives, during the
year under review despite the pandemic, operational and financial challenges. The guidance
on strategic priorities by the Ministry of Water and Environment Resources, County
Government and National Government underpins our success in the financial year ending 30
June 2020.

It is my aspirations that as long as the initiatives of ensuring a better life for all are enshrined
in the vision of the Company, we will continue to engage positively with all the key players
and stakeholders to move forward together in improving water supply and sanitation in the

County of Homa Bay and its surrounding.

George O. Krhoda
rman — Board of Directors
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HOMA BAY COUNTY WATER & SANITATION CO. LTD

Annual Reports and Financial Statements
For the year ended June 30, 2020

IV. REPORT OF THE DIRECTORS

The Diféctors‘fsﬁﬁiﬁit'i their report together with the audited financial statements for the year. énded
June 30, 2020, which show the state of HOMAWASCO’S affairs. oy

Principal activities D : -
‘The principal activity of the Company is that of provision of water and sanitation services within
Homa Bay County . - . '

Results

The results of the entity for the year ended June 30, 2020 are set out on pages 1-7

Directors

The members of the Board of Directors who served during the year are shown on page VI-IX In
accordance with Regulation of the Company’s Articles of Association.

Auditors

The Office of the Auditor General is responsible for the statutory audit of the Company in accordance
with the Public Audit Act 2015, and sections 14 and 15 of the Public Finance Management (PFM)
Act, 2012, which empowers the Auditor General to nominate other auditors to carry out the audit on
his behalf,

Dividends
The directors do not propose any dividend for the year.

By Order of the Board

Board Chairman

Homa Bay County Water & Sanitation Co. Ltd

14
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Annual Reports and Financial Stateme'n‘ts.
For the year ended June 30, 2020 -
STATEMENT OF DIRECTORS’ RESPON SIBILITIES

~Section 81 of the Public Finance Management Act, 2015; - require the Directors to prepare financial’
statements in respect of. that company, which give a true and fair view of the state of affairs of the
company at the end of the:financial year/period and the operating results of the company for that
year/period. ‘The Directors are also.required to ensure that the company keeps proper accounting
records which disclose with reasonable accuracy the financial position of the company. The Directors-
are also responsible for safeguarding:thé'asths-of the company. :

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

The Directors accept responsibility for the Company’s financial statements, which have been prepared
using appropriate accounting policies supported by reasonable and prudent judgements and estimates,
in conformity with International Financial Reporting Standards (IFRS), and in the manner required by
the. PFM Act, 2012 . The Directors are of the opinion that the company s financial statements give a
true and fair view of the state ofcompany’s transactions during the financial year ended June 30, 2020,
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’s financial statements as well as the adequacy of the systems of internal financial

control.

Approval of the financial statements

The company’s financial statements were approved by the Board on 202%, and
signed on its behalf by:

7y

Managing Director
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REPORT OF THE AUDITOR-GENERAL ON HOMA BAY COUNTY WATER AND
SANITATION COMPANY LIMITED FOR THE YEAR ENDED 30 JUNE, 2020

REPORT ON THE FINANCIAL STATEMENTS
Qualified Opinion

I have audited the accompanying financial statements of Homa Bay County Water and
Sanitation Company Limited set out on pages 16 to 39, which comprise of the statement
of financial position as at 30 June, 2020, statement of comprehensive income, statement
of changes in equity, statement of cash flows and the statement of comparison of budget
and actual amounts for the year then ended, and a summary of significant accounting
policies and other explanatory information in accordance with the provisions of Article 229
of the Constitution of Kenya and Section 35 of the Public Audit Act, 2015. | have obtained
all the information and explanations which, to the best of my knowledge and belief, were
necessary for the purpose of the audit.

In my opinion, except for the effect of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of the Homa Bay County Water and Sanitation Company
Limited as at 30 June, 2020, and of its financial performance and its cash flows for the
year then ended, in accordance with the International Financial Reporting Standards and
comply with the Water Act, 2016, the Companies Act, 2015, and the Public Finance
Management Act, 2012.

Basis for Qualified Opinion
1. Inaccuracies in the Financial Statements

The statement of cash flows reflects depreciation charge, provision for bad debts and
amortization of software balances of Kshs.5,799,303, Kshs.1,424.469 and Kshs.36,165
respectively while the statement of comprehensive income reflects a depreciation charge
of Kshs.5,835,470 and nil balances for the provision of bad debts and amortization of
software resulting to variances of Kshs.36,167, Kshs.1,424,469 and Kshs.36,165 which
were not explained or supported.

Consequently, the accuracy, validity and completeness of the balances reflected in the
financial statements for the year ended 30 June, 2020 could not be confirmed.

Report of the Auditor-General on Homa Bay County Water and Sanitation Company Limited for the year ended
30 June, 2020



2. Water and Sewage Sales

Note 24 to the financial statements reflects a balance of Kshs.51,548,710 in respect to
water and sewage sales. However, the ledger listing of customers invoiced and
customers who made payments were not provided for audit in support of the monthly
reports.

Consequently, the accuracy, validity and completeness of revenue balance of
Kshs.51,548,710 could not be confirmed.

3. Inventories

The statement of financial position and Note 11 to the financial statements reflects a
balance of Kshs.1,306,060 in respect to inventories. However, the balances of donation
in kind and chemicals balance of Kshs.774,051 and Kshs.532,009 respectively were not
supported with the relevant ledgers and schedules.

Consequently, the accuracy and validity of the inventories balance of Kshs.1,306,060
could not be ascertained.

4. Project Costs

The statement of comprehensive income and Note 30 to the financial statements reflects
a balance of Kshs.82,017,997 in respect to project costs which includes payments totaling
to Kshs.17,949,734 which were not supported with quotation for the contracts and the
evaluation reports.

Consequently, the accountability, validity and authenticity of the project costs balance of
Kshs.82,017,997 for the year ended 30 June, 2020 could not be ascertained.

5. Ordinary Share Capital

The Company was incorporated on 12 June, 2006 vide certificate No.12559 in the name
of South Nyanza Water Services Limited. Whereas general information in the financial
report reveal that the Company is fully owned by the County Government of Homa Bay,
the shareholding structure of the Company as per the Articles of Association obtained
indicate that the shares are owned by defunct Local Authorities as shown below:;

Entity Shares
Municipal Council of Homa Bay 1482
Mbita Point Town Council Iy
Oyugis Town Council 795
Kendu Bay Town Council 497
Homa Bay County Council 482
Rachuonyo County Council 547
Suba County Council 480

In addition, it was established that the shares as per the search from the Registrar of
Companies are still held by the defunct Local Authorities and not yet taken over by the

Report of the Auditor-General on Homa Bay County Water and Sanitation Company Limited for the year ended
30 June, 2020
2



- County Government of Homa Bay during the advent of devolution. However, these shares
have not been paid for. Further, the name “Homa Bay County Water and Sanitation
Company Limited “does not exist in business registration service in the Office of the
Attorney General and Department of Justice.

Consequently, the validity, ownership and accuracy of the ordinary share capital balance
of Kshs.1,776,711 as at 30 June, 2020 could not be confirmed.

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

Emphasis of Matter

Material Uncertainty Related to Going Concern

The statement of comprehensive income indicates that the Company incurred an
operating loss of Kshs.1,723,409 during the year ended 30 June, 2020 (2019: a loss of
Kshs.5,331,950). The operating loss continued to deplete the retained earnings from
negative Kshs.35,825,953 as at 30 June, 2019 to negative Kshs.37,549,363 as at
30 June, 2020. If the trend of the loss persists, the Company would be faced with liquidity
problems which may have an adverse impact on its operations. The statement of financial
position also indicates that the total current liabilities of Kshs.96,747,089 exceeded the
total current assets of Kshs.55,774,791 resulting in a negative working capital of
Kshs.40,972,298 as at 30 June, 2020. This presents a key materiality uncertainty related
to going concern. If remedial measures are not taken to reverse the trend, the Company
may not have the ability to continue as a going concern.

Under the circumstances, the financial statements have therefore been prepared on the
going-concern basis on the assumption that the Company will continue to get financial
support from the County Government, shareholders, and creditors.

My opinion is not modified in respect of this matter.
Key Audit Matters

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

Other Matter
1. Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects final receipts budget
and actual on comparable basis totalling to Kshs.157,698,860 and Kshs.171,756,799
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respectively, resulting to an overfunding amounting to Kshs.14,057,939 or 9% of the
budget. Similarly, the statement reflects final expenditure budget and actual on
comparable basis totalling to Kshs.153,217,183 and Kshs.173,480,208 respectively,
resulting to an overperformance amounting to Kshs.20,263,025 or 13% of the budget.
There is need for the Management to re-look at its budget making mechanism with a view
to coming up with a more realistic budget.

In addition, there was no evidence provided for audit review to confirm that the over
expenditure of Kshs.20,263,025 was approved contrary to Section 43(2) of Public
Finance Management (County Government) Regulations, 2015 which states that County
Government entities shall execute their approved budgets based on the annual
appropriation legislation and the approved annual cash flow plan with the exception of
unforeseen and avoidable spending dealt with through the Contingencies Fund of
supplementary estimates.

2. Unresolved Prior Year Matters

In the audit report of the previous year, several issues were raised. However, the
Management has not resolved the issues or given any explanation for failure to adhere
to the provisions of the Public Sector Accounting Standards Board templates and The
National Treasury and Planning Circular reference No. AG.4/16/3 Vol.1(9) dated
24 June, 2020.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

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

Basis for Conclusion

1. Accrued Liabilities

The statement of financial position and Note 18 to financial statements reflects accrued
liabilities balance of Kshs.76,461,966 which includes salary deductions amounting to
Kshs16,306,020 that had not been remitted to relevant statutory bodies as at the time of
audit exercise in December, 2020. Management did not demonstrate its preparedness to
clear the liabilities contrary to the Public Finance Management (County Government)
Regulations, 2015 Section 22(2)(a) which states that “In addition to the responsibilities of
Accounting Officers provided for in the Act, an Accounting Officer designated under the
Constitution, the Act or any other Act, shall comply with any tax, levy, duty, pension,
commitments and audit commitments as may be provided for by legislation”

Consequently, Management is in breach of the law.
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- 2. Staff Ethnic Composition

The statement of comprehensive income and Note 25 to the financial statements reflects
a balance of Kshs.30,132,501 in respect to personnel cost out of which an amount of
Kshs.28,124,657 relates to staff costs. Examination of employee records and details in
the main payroll revealed that out of 102 employees, 99, translating to 97% were from the
dominant community in the County contrary to Section 65(1) of the County Government
Act, 2012 which require that at least thirty percent of the vacant post at entry level are
filled by candidates who are not from the dominant ethnic community in the County.

Consequently, the Water Company Management is in breach of the law

3. Presentation of Financial Statements

A review of the Company’s financial statements for the year under review revealed the
following;

1.1 The head of finance has not indicated his name and the Institute of Certified Public
Accountants of Kenya (ICPAK) membership number in the statement of financial
position.

1.2 Progress on follow up of auditor recommendations and report on projects
implemented by the entity are not included in the financial statements.

1.3 The financial statement has made reference to the statement of comprehensive
income instead of statement of profit or loss and other comprehensive income.

1.4 Details of the Company Secretary in respect of date of birth, key qualifications and
work experience are not included in the financial statements.

1.5 Report of the directors is signed by the Chairman instead of the Corporate Secretary
and is not dated.

1.6 Statement of director’s responsibilities is not signed by the Accounting Officer and
the name of the Managing Director is not indicated.

In the circumstances, the financial statements are not prepared in accordance with the
Public Sector Accounting Standards Board (PSASB) prescribed format.

The audit was conducted in accordance with ISSAI 4000. The standard requires that |
comply with ethical requirements and plan and perform the audit to obtain assurance
about whether the activities, financial transactions and information reflected in the
financial statements are in compliance, in all material respects, with the authorities that
govern them. | believe that the audit evidence | have obtained is sufficient and appropriate
to provide a basis for my conclusion.
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REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

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

Basis for Conclusion
REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

As required by the Kenyan Companies Act, 2015 | report based on my audit, that:

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

ii. In my opinion, proper books of account have been kept by the Company, so far as
appears from the examination of those books;

iii. The Company’s statements of financial position and statement of comprehensive
income are in agreement with the books of account; and

iv. In my opinion, the information given in the report of the directors on page IV is
consistent with the financial statements.

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

Responsibilities of Management and the Board of Directors

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

In preparing the financial statements, Management is responsible for assessing the
Company’s ability to continue as a going concern, disclosing, as applicable, matters
related to going concern and using the going concern basis of accounting unless
Management is aware of the intention to liquidate the Company or to cease operations.
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Management is also responsible for the submission of the financial statements to the
Auditor-General in accordance with the provisions of Section 47 of the Public Audit Act,
2015.

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

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

Auditor-General’s Responsibilities for the Audit

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditor’s report that includes my opinion in accordance with the provisions
of Section 48 of the Public Audit Act, 2015 and submit the audit report in compliance with
Article 229 (7) of the Constitution. Reasonable assurance is a high level of assurance,
but is not a guarantee that an audit conducted in accordance with ISSAls will always
detect a material misstatement and weakness when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or in the aggregate, they
could reasonably be expected to influence the economic decisions of users taken on the
basis of these financial statements.

In addition to the audit of the financial statements, a compliance audit is planned and
performed to express a conclusion about whether, in all material respects, the activities,
financial transactions and information reflected in the financial statements are in
compliance with the authorities that govern them and that public resources are applied in
an effective way, in accordance with the provisions of Article 229(6) of the Constitution
and submit the audit report in compliance with Article 229(7) of the Constitution.

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

Because of its inherent limitations, internal control may not prevent or detect
misstatements and instances of non-compliance. Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with the
policies and procedures may deteriorate.

As part of an audit conducted in accordance with ISSAls, | exercise professional
judgement and maintain professional skepticism throughout the audit. | also:

Identify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide
a basis for my opinion. The risk of not detecting a material misstatement resulting
from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control.

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

Conclude on the appropriateness of the Management'’s use of the going concern
basis of accounting and, based on the audit evidence obtained, whether a material
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