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1. Acronyms and Glossary of Terms

Provide Acronyms and glossary of tenns that appear in this annual rep0O1i and financial statements.

ICPAK
IFRS

MD

PFM
PSASB
WASREB

Institute of Certified Public Accountants of Kenya
International Financial Reporting Standards
Managing Director

Public Financial Management

Public Sector Accounting Standards Board

Water Services Regulatory Board
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2. Key Entity Information

Background information

Elwak Water and sewerage company Ltd was established by the Companies Act of Parliament on
23" of April two thousand and twenty (2020). At County level, the Company is represented by the
County Executive Member responsible for water and sanitation, who together with the board of
Directors are responsible for the general policy and strategic direction of the Company. The

Company is domiciled in Kenya and it's based in Elwak Municipality, Mandera County.

Principal Activities
The principal activity of the Company is to provide and ensure a constant supply of clean water for
commercial, industrial and domestic purposes within the jurisdiction of Elwak Municipality

The company is to be responsible for the provision and maintenance of water and sewerage services

within the jurisdiction of Elwak Municipality

Directors

The Directors who served the entity during the year were as follows:

1. Mrs. Mariam Maalim Isaackow- Chair Person
2. Mr Issack Hassan Adan - Ag. Managing Director
3. Mr Mohamed Adan Issack -Board Member
4.  Mr Mohamed Rashid Haji  -Board Member
5. Mr Abdikadir Mohamed -Board Member
6.  Mr Ahmed Adan -Board Member
7. Mrs Nasra Adan Maalim -Board Member

Registered Office
Elwak Building, Next to Elwak Municipality Head Quarter
EL Golicha Road

P.O. Box 61-70301
Elwak, Mandera County KENYA
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Corporate Headquarters
P.O. Box 61-70301
Elwak Building, Next to Elwak Municipality Head Quarter

Elwak, Mandera County
KENYA

Corporate Contacts
Telephone: (254) 726296944
E-mail: info@elwasco.co.ke
Website: www.elwasco.co.ke

Corporate Bankers

Equity Bank Limited Mandera Branch
P.O. Box 60000

Mandera, Kenya

Independent Auditor

Auditor General

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

Nairobi, Kenya

Principal Legal Advisers

The Attorney General

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

City Square 00200

Nairobi, Kenya
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3. The Board of Directors

Miss.Mariam M. Issackow -
Ag.Chairperson

Mr. Abdikadir Mohamed Tache - Board
Member

An Educationist with over 22 years of experience.
Graduated with Bachelors in Education- Secondary
Option-Mount Kenya University. She represents

National Government education sector

He is a dynamic accounting and managerial
professional with vast experience and expertise of
over 20 years in leadership and navigating complex
financial landscapes. He holds Global Executive
Masters Business Administration (GeMBA), BSC-
Accounting USIU-Africa (2008) and Member of
ACCA-UK.

He is the current County Chief Officer-Finance.

Mr. Mohamedrashid H. Ahmed -Board
Member

An active and successful entrepreneur with over 15
years of working experience in business
administration. He Holds a Diploma in Business
Administration (Higher Institute of Development
Studies). He represents the business community of
Mandera South.

Mr. Mohamed Adan Issack -Board

Member

He is a dedicated agriculturalist and managerial
professional with over 20 years of experience in
developing innovative strategies to enhance yields,
quality, and resilience against environmental
challenges.

He holds a Master's degree in Crop Improvement
from Nottingham University, UK. Mohamed
represents Mandera South Professionals Association
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Mrs.Nasra Adan Maalim -Board Member

Mr.Ahmed Abdullahi Adan - Board
Member

Mr. Issack Hassan Adan - Ag.CEO

She is an Educationist with over 10 years of
experience in education and societal development,
community-based organization activities.

She holds a Bachelor of Education Arts Education

degree. She represents women and vulnerable groups

in Mandera South

He is an experienced water engineer with over 25
years in the field. He holds a Bachelor's degree in
Civil Engineering and a Bachelor's in Environmental
Management. He is highly skilled in designing
sustainable water systems, managing projects, and
implementing innovative solutions for water resource
management. Committed to enhancing
environmental sustainability and ensuring efficient
water use for communities. He represents Mandera
County Water Department

An enthusiast administrator with over 15 years of
experience, holding a Master's in Governance and
Ethics (Mount Kenya university) and a Bachelor's in
Education. Proven track record as head teacher,
Ward Administrator and Deputy CEO, skilled in
policy implementation, team leadership, and
community engagement. Committed to promoting
ethical governance and enhancing educational

initiatives for sustainable development.

VI
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4. Key Management Team

An enthusiast administrator with over 15 years of
experience, holding a Master's in Governance and
Ethics (Mount Kenya university) and a Bachelor's in
Education. Proven track record as head teacher,
Ward Administrator and Deputy CEO, skilled in
policy implementation, team leadership, and

community engagement. Committed to promoting

ethical governance and enhancing educational
Mr. Issack Hassan Adan initiatives for sustainable development.

He is the Acting CEO.

Experienced HR Manager with a Bachelor's in
Business Administration from Kampala University.
Skilled in talent acquisition, employee relations, and
performance management, dedicated to fostering a

positive workplace culture and organizational

growth.

Mr. Alinoor Mohamed He is the human Resources Manager.

He is a hardworking water engineering professional
with Diploma In Water Engineering, KEWI.
He has gained sound skills in designing sustainable

water systems, managing projects, and implementing

innovative solutions for water resource management.

He is a member of the Institute of Engineering

Technologists & Technicians-Kenya (IETTK)-

Mr. Issa Hussein Abdirahman He is the Acting. Technical Services Manager

Vil
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CPA Amir Hussein Adan

He is a passionate accountant professional with
expertise in financial strategy, budgeting, and team
leadership, driving organizational growth and
operational efficiency through sound fiscal
management. He holds a Bachelor of Arts degree
from the University of Nairobi and a Master of
Business Administration from Kenyatta University.
Amir is also a Certified Public Accountant of Kenya
and a member of ICPAK with over fifteen years of
experience in finance, who began his career at Equity
Bank as the Head of Commercial Agency.

He is the Head of Finance and Administration

Mr. Osman Ibrahim

He is a results-driven ICT professional with 9 years
of experience in technology management and system
implementation. He holds a Bachelor's degree in
Computer Science from Umma University. He is
skilled in end-user support, network administration,
and team leadership. Committed to optimizing IT
infrastructure and enhancing organizational
efficiency.

He is the JCT Manager

Mr. Abdullahi maalim

He is a result-oriented supply chain professional with
five years' experience. He holds a Bachelor of
business management Degree (Mount Kenya
[University). He is a member of Kenya Institute of
Supplies Management. He is skilled in strategic
sourcing, vendor management and cost optimization

for operational excellence

IHe is the Acting Procurement Manager

Note: The MD and the Company Secretary will feature both under the 'Board' and '"Management'.
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5. Chairman's Statement

It is my pleasure to present the report for Elwak Water and Sewerage Company Ltd, outlining the key
activities, successes, challenges, and future outlook over the past year.

Throughout the year, despite the dry conditions in the Elwak region, we made significant progress in
expanding water access to underserved areas. We extended our pipeline network, providing clean water
to over Sixty Household new households. Additionally, we focused on water conservation by
implementing awareness campaigns and upgrading our systems, which resulted in a 45% reduction in
water wastage. Our infrastructure was also modernized, ensuring that the water we deliver meets safety
standards.

However, we faced several challenges. The persistent drought and naturally dry climate severely
limited our water resources, forcing us to ration supply in certain areas. The cost of operations increased
due to the need for advanced technologies and infrastructure, necessary for improving water
distribution in this arid region. We also encountered delays in some projects as we addressed issues
with aging pipelines that required urgent repairs.

Looking ahead, Elwak Water and Sewerage Company Ltd is committed to addressing these challenges.
Our focus will be on diversifying water sources by investing in boreholes, rainwater harvesting, and
exploring alternative technologies. We aim to enhance sustainability by promoting water conservation
and improving efficiency across all levels of operation. Engaging with the community will remain a
priority, ensuring fair water distribution and raising awareness about responsible water use.

In conclusion, while the past year presented difficulties, Elwak Water and Sewerage Company Ltd
remains resilient. With the ongoing support of our dedicated staff and partners, we are confident in our

ability to continue delivering reliable water services to the people of Elwak.

Mrs. Mariam Maalim Issackow
Chair of the Governing Body
07/08/2024
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6. Report of the Managing Director

It is my privilege to provide a detailed account of Elwak Water and Sewerage Company's key
activities, successes, challenges, and financial perfolmance over the past year.

During the year, Elwak Water and Sewerage Company Ltd made significant progress in expanding
access to water and improving our operations. We extended the pipeline network by 4 kilometres,
bringing clean water to cover 80 additional households, paiticularly in underserved areas. In response
to the region's dry conditions, we prioritized water conservation, reducing wastage by 50% through
public awareness campaigns and technological improvements. We also upgraded our water treatment
facilities, ensuring the water supplied meets national safety standards.

From a financial perspective, the company faced challenges due to the high cost of operations in such
an arid region. However, we saw eight hundred eight increases in revenue, driven by new
connections and an adjustment in service charges to sustain operations. The costs of maintaining and
upgrading infrastructure, along with securing water during periods of drought, led to an increase in
operational expenses by 60%. We were able to secure additional funding from our paitnerships with
the County Government and international organizations, which helped support key projects.

The harsh climate of Elwak posed several challenges throughout the year. Prolonged droughts led to
water sholiages, which forced us to implement rationing in some areas. Additionally, aging
infrastructure required frequent repairs, slowing the pace of expansion and increasing maintenance
costs. Rising operational costs, especially in sourcing alternative water supplies, also put financial
pressure on the company.

Looking ahead, Elwak Water and Sewerage Company Ltd is focused on ensuring a sustainable water
supply for the region. We plan to invest in alternative water sources like groundwater and rainwater
harvesting to reduce our dependence on traditional, drought-prone sources. We will continue
upgrading our infrastmcture to minimize water loss and improve delivery efficiency. Strengthening
financial sustainability remains a priority.

In conclusion, despite the challenges of operating in a dry region, Elwak Water and Sewerage
Company Ltd has made significant advancements in expanding water access and improving service
delivery. I want to thank our team, paitners, and the community for their ongoing support, which has
been critical in our progress. With these collective effolls, I am confident that we are well-positioned

to continue meeting the water needs of Elwak and ensuring a sustainable future.

U
Mr. Issack Hassan Adan

Ag: Managing Director
07/08/2024
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7. Statement of Performance Against Predetermined Objectives for FY 2023/2024

Section 81 Subsection 2 (f) of the Public Finance Management Act, 2012 requires the accounting

officer to include in the financial statement, a statement of the County government entity's performance

against predetermined objectives.

Elwak Water and Sewerage Company Limited has two strategic pillars and objectives within its

Strategic Plan for the FY 2020/2021- 2024/2025.

ELWASCO develops its annual work plans based on the below pillars. Assessment of the Board's

performance against its annual work plan is done on a quarterly basis.

During 2023/2024 financial year, the Company implemented its third year of 2020/21 to 2024/25

Strategic Plan via the annual Performance Contract and the work plan. Overall, the implementation

achievement of the Strategic Plan during the 2023/24 FY is estimated as 55% as detailed in the table

below summarized per the seven strategic themes. The major perf01mance driving factors included

adequate planning and implementation of the various projects. This achievement was also realized

due to the support from County government in the mitigation against the adverse effects of draught.

Estimated

2020/21 - 2024/25 Implementation during

Overall Remarks

Customer Focus and Stakeholder 72%

Stakeholders were engaged in discussions

on El Nifio preparedness and mitigation,

Capacity Development

Engagement
as Elwak Municipality is prone to flooding
and lacks an adequate drainage system
Governance and Institutional 66% This performance was largely

Affected by financial constraints

Information &  Communication [45%

-Due to reduction of revenue as result of]

Technology (ICT) and other Support El-nino

Financial Stewardship 74% -Effects of El-nino, which hugely affected
revenue collection.

1 Implementation Estimates 55% Overall, the Strategic plan implementation

during the reporting period was affected

by Elnino especially due to the low

revenue collection.

The company's expenditure has mainly been on Repair, Maintenance and operation costs. The

Company is running on deficit as our Revenue systems are not yet at its peak. ELWASCO is sorting
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out Grants from the WSTF and other such entities. The County Government Grant is solely not

enough. The Company is looking to improve its revenues gradually.

MR. ISSACK HASSAN ADAN

AG.CEO
Date 07/08/2024
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8. Corporate Governance Statement

Directors at Elwak Water and Sewerage Company Ltd are appointed through a formal nomination
process, followed by approval at the Annual General Meeting (AGM). The removal of directors is
conducted in line with company bylaws and may occur based on performance reviews or shareholder

resolutions, ensuring transparency and adherence to regulatory guidelines.

The Board of Directors is responsible for providing strategic direction and oversight to the company.
This includes setting corporate policies, approving budgets, ensuring compliance with legal and
regulatory standards, and overseeing management performance. The Board also evaluates key
investments and ensures that the company's operations align with its mission and values.

Elwak Water and Sewerage Company Ltd operates under a formal Board Charter that outlines the roles,
responsibilities, and duties of the Board. The charter ensures accountability, transparency, and ethical
governance, providing clear guidelines for decision-making and the ethical standards that the Board

must uphold.

The Board held seven meetings over the past year to discuss strategic and operational matters. Board
members had an average attendance rate of 98% with valid reasons provided for any absences.
Attendance is monitored to ensure full participation and compliance with the Board's attendance policy.

The company has a comprehensive succession plan to ensure leadership continuity. This plan identifies
potential future leaders within the organization and provides them with training and mentorship. The
Board regularly reviews and updates the plan to align with the company's long-term strategic goals.

Newly appointed Board members undergo a structured induction program to familiarize them with the
company's operations and governance framework. Ongoing training is provided to all Board members
to keep them informed of regulatory updates, industry trends, and best practices in corporate

governance.

The performance of the Board and its individual members is evaluated annually through a formal
review process. This evaluation assesses the effectiveness of the Board's decision-making, oversight
responsibilities, and overall contribution to the company's objectives. Feedback from this review is

used to enhance the Board's performance.

The company enforces a strict conflict of interest policy, requiring Board members to declare any
potential conflicts at the beginning of each meeting. In cases where conflicts arise, the affected member
is required to recuse themselves from the relevant discussions and decisions to maintain objectivity and

fairness.

Board members are compensated according to the company's remuneration policy, which is designed
to attract and retain qualified individuals. Compensation is aligned with the company's financial
performance and is reviewed periodically to ensure it remains competitive and fair.

Xl
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The Board operates under a code of ethics that emphasizes transparency, accountability, and integrity.
Members are expected to conduct themselves professionally and uphold the highest ethical standards

in their duties and interactions with stakeholders.

An independent governance audit was conducted during the year to assess the effectiveness of the
Board's governance practices. The audit confirmed that the Board is operating in compliance with
regulatory standards and has strong governance structures in place. Recommendations from the audit

are being implemented to further strengthen the governance framework.

(A | =)——=T7

Ll 1/ <— 1 Jz=z. -

Mrs. Mariam M Issackow
Chair of the Governing Body
7™ August 2024

XIv



Elwak Water and Sewerage Company Ltd

Annual Report and Financial Statements for the year ended June 30, 2024

9. Management Discussion and Analysis

For the past three to five years, Elwak Water has demonstrated steady operational and financial
perfolmance. Revenue has shown consistent growth, with a year-over-year increase in water sales
driven by expanded infrastructure and improved service delivery. Despite rising operational costs,
the company has maintained healthy profit margins by optimizing processes and reducing waste.
Key projects over this period include the constrnction of new water treatment plants and the
expansion of distribution networks, which have improved access to clean water for underserved

arcas.

The company has remained compliant with all statutory requirements, including environmental
regulations and water quality standards, ensuring the continued tmst of both regulators and
customers. However, the organization faces significant risks, particularly related to climate change,
which could impact water availability in the future. Elwak Water has implemented mitigation
strategies, such as diversifying water sources and investing in conservation technologies, to address

these challenges.

There are no significant airears in statutory or financial obligations, and all debts have been serviced
on time. A review of the broader economy highlights moderate growth, though inflation and rising
energy costs have exerted pressure on operational expenses. Despite these challenges, the water
sector remains resilient, with increased demand for clean water driven by population growth and

urbanization.

Looking forward, Elwak Water plans to invest in advanced water recycling technologies and further
expand its distribution networks to meet the growing demand. These initiatives are expected to
drive future growth and enhance the company's long-term sustainability.

10. Environmental and Sustainability Reporting

Elwak Water Services Company places sustainability as a top strategic priority, led by management,
particularly the Accounting Officer. The company integrates sustainability into its mission to deliver
safe water services, focusing on environmental conservation, economic resilience, and social
responsibility. Political factors like Kenya's Vision 2030 and devolution, along with economic
challenges such as inflation and limited government funding, shape the company's sustainability
efforts. Despite these challenges, growth in Northern Kenya offers opportunities for expanding

services.

Elwak Water Services aligns its strategies with international frameworks such as the United Nations
Sustainable Development Goals (SDGs) and incorporates global best practices, including the water-
energy nexus, smart water management, and sustainable procurement. The company has partnered
with organizations like the African Water Association (AfWA) to enhance climate resilience and

resource management.

Key achievements include reducing water losses by 15%, expanding access to an additional 50,000
residents, adopting solar energy for water pumping, and engaging communities on water

XV
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conservation. However, the company faces funding shortages for major projects, delays in climate
resilience efforts, and challenges in implementing smart technology on a larger scale.

In conclusion, Elwak Water Services is committed to balancing essential water services with
environmental and economic sustainability. While progress has been made, securing funding and
integrating advanced technologies remain critical areas for improvement. The company continues to
align with global best practices to ensure long-term sustainability.
i) Sustainability strategy and profile
The Company's sustainability strategy is led by top management, with the Accounting Officer
emphasizing the imp01lance of incorporating sustainability into all operations. The strategy is
built on three key pillars: environmental conservation, economic resilience, and social
responsibility, all of which ensure the company can provide long-term water services to the
community. Political trends, such as Kenya's Vision 2030 and devolution, shape the company's
sustainability priorities, while macroeconomic factors like inflation and limited public
financing affect operational costs and funding for large projects.
In response, the company adopts international best practices, aligning with the United Nations
Sustainable Development Goals (SDGs) and engaging in global paltnerships to improve water
management and climate resilience. Elwak Water Services has made notable achievements,
including reducing water losses, expanding access to clean water, and incorporating renewable
energy in its operations. However, it faces challenges such as inadequate funding for
infrastructure upgrades, delays in climate resilience projects, and difficulties in fully integrating
smart technologies.
Despite these hurdles, the company remains committed to sustainability and continues to adapt
its strategy to meet both national and international sustainability standards. By addressing key
macroeconomic and political trends and leveraging global best practices, Elwak Water Services
aims to secure its future as a reliable and sustainable water provider for the community.
i) Environmental performance
The Company follows a comprehensive environmental policy aimed at minimizing its
ecological footprint. This policy focuses on sustainable water resource management, energy
efficiency, waste reduction, and biodiversity conservation. Evidence of the policy can be found
in the company's public reports and adherence to national environmental regulations, including
Kenya's Environmental Management and Coordination Act (EMCA) and other guidelines from
the National Environment Management Authority (NEMA).
Successes of this policy include the reduction of water losses, the adoption of solar-powered

water pumping systems, and community engagement in environmental education. These
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initiatives have helped minimize energy use and improve local resource conservation. However,

there are shortcomings, such as insufficient funding for large-scale waste management systems
and delays in implementing biodiversity protection projects.
To manage biodiversity, the company works on protecting water sources, restoring local
ecosystems, and minimizing disruption to wildlife habitats during infrastructure development.
Waste management efforts include initiatives to reduce, recycle, and properly dispose of waste
generated by the company's operations, especially in water treatment processes.
Additionally, the company is focused on reducing the environmental impact of its products by
ensuring that water is delivered in an environmentally responsible manner. This includes using
energy-efficient systems and reducing pollutants in treated water to preserve the natural
environment.
iif) Employee welfare
The Company follows a structured hiring policy that emphasizes fairness and inclusivity,
ensuring that gender balance is considered during recruitment. The company engages
stakeholders in its hiring processes to meet community expectations and industry standards.
These policies are reviewed regularly to adapt to evolving workforce needs and improve
recruitment practices.
To enhance employee skills and suppolt career development, the company invests in continuous
training programs, offering opportunities for staff to improve their competencies. Career
management efforts include mentorship programs, clear career progression paths, and periodic
employee appraisals. The appraisal system is linked to performance-based rewards, with
incentives such as bonuses, promotions, and recognition programs to motivate staff.
Elwak Water Services Company also prioritizes workplace safety, adhering to the Occupational
Safety and Health Act of 2007. This includes implementing safety protocols, conducting regular
risk assessments, and ensuring that employees are trained on safety measures to maintain
compliance and promote a secure work environment.
iv) Market place practices-
The organisation has outlined its efforts to:
a)  Responsible competition practice.
The Company promotes responsible competition by adhering to strict ethical guidelines.
The company has a zero-tolerance policy for conuption, ensuring transparency in all

operations and actively discouraging unethical behaviour. It maintains responsible
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v)

b)

d)

political involvement, avoiding any partisan bias while working within legal
frameworks to engage with government stakeholders.

The company fosters fair competition by respecting market regulations and ensuring
that its business practices do not unfairly disadvantage competitors. Additionally, Elwak
Water Services maintains professional respect for its competitors, focusing on
improving service delivery and innovation rather than undermining others in the
industry.

Responsible Supply chain and supplier relations

The Company maintains responsible supply chain practices by upholding strong ethical
standards in its business relationships. The company ensures fair treatment of suppliers
by honouring contracts, adhering to agreed-upon telms, and respecting timely payment
practices. By fostering transparent communication and building trust, Elwak Water
Services supports long-telm partnerships with suppliers while promoting sustainability
and integrity throughout its supply chain operations.

Responsible marketing and advertisement

The Company is committed to ethical marketing practices by ensuring that all
advertising and promotional activities are truthful, transparent, and not misleading. The
company adheres to standards that prevent exaggeration of claims and focuses on
providing accurate information about its services. Additionally, it avoids exploiting
sensitive issues and ensures that marketing strategies are respectful and aligned with
regulatory guidelines.

Product stewardship

The Company is dedicated to safeguarding consumer rights and interests through robust
product stewardship. The company ensures that its water services meet high quality and
safety standards, providing consumers with reliable and safe access to clean water. It
actively addresses customer concerns and feedback, implementing measures to resolve
issues promptly and transparently. Additionally, Elwak Water Services educates
consumers about the proper use and benefits of its services to enhance overall
satisfaction and trust.

Corporate Social Responsibility/ Community Engagements

The Company is actively involved in Colporate Social Responsibility (CSR) initiatives,

dedicating resources to various community engagement activities throughout the year. The

company's CSR efforts include charitable donations in both cash and materials, such as funding
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local development projects and providing essential supplies to underserved communities.

Corporate Social Investment activities focus on enhancing local infrastructure and supporting
educational and health programs. The impact of these initiatives is evident in the improved

quality of life and increased access to resources for the communities served, demonstrating the

company's commitment to positive social contributions.
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11. Report Of the Directors
The Directors submit their report together with the audited financial statements for the year ended June

30, 2024 which show the state of the company's affairs.

i)  Principal activities
The principal activities of the Company is to provide and distribute a constant supply of water for
commercial, industrial and domestic purposes within the jurisdiction of Elwak Municipality.

To be responsible for the provision and maintenance of water and sewerage services within the

jurisdiction of Elwak Municipality.

ii) Results
The results of the company for the year ended June 30, 2024 are set out on page 1

Below is summary of the profit or loss made during the year.

Total revenue for the year (all sources) 44,681,240

Total expenditure expenses (73.239.648)
Net profit/loss for the period (28.558.408)

iii) Dividends
The company has not declared dividends for the year ended 30" June 2024.

iv) Directors

The members of the Board of Directors who served during the year are shown on page v

XX



Elwak Water and Sewerage Company Ltd
Annual Report and Financial Statements for the year ended June 30, 2024

v) Auditors
The Auditor General is responsible for the statutory audit of the Company in accordance with Article

229 of the Constitution of Kenya and the Public Audit Act to calTy out the audit of the Company for
the year/period ended June 30, 2024, in accordance to section 23 of the Public Audit Act, 2015 which

empowers the Auditor General to appoint an auditor to audit on his behalf.

By Order of the Board

Mr.Issack Hassan Adan
Ag. Managing Director
Date:7™ August 2024
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12. Statement of Directors' Responsibilities
Section 164 of the Public Finance Management Act, 2012 and companies 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. 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 the assets of the Company.

The Directors are responsible for the preparation and presentation of the Company 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, 2024. This responsibility includes: (i)Maintaining adequate financial
management arrangements and ensuring that these continue to be effective throughout the repol ling
period;(ii)maintaining proper accounting records, which disclose with reasonable accuracy at any time
the financial position of the entity; (iii)Designing, implementing and maintaining internal controls
relevant to the preparation and fair presentation of the financial statements, and ensuring that they are
free from material misstatements, whether due to error or fraud; (iv)Safeguarding the assets of the
Company; (v)selecting and applying appropriate accounting policies; and (vi)Making accounting

estimates that are reasonable in the circumstances.

The Directors responsibility for the Company financial statements, which have been prepared using
appropriate accounting policies supported by reasonable and prudent judgements and estimates, in
conformity with International Financial Reporting Standards (IFRS), and in the manner required by the

PFM Act, 2012, water act 2016 and companies Act 2015.

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 systems of internal financial control.

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

Nothing has come to the attention of the Directors to indicate that the Company will remain a going
concern for at least the next twelve months from the date of this statement.
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Statement of Directors' Responsibilities (Continued)

Approval of the financial statements

The company financial statements were approved by the Board on 7" August 2024 and signed on its

behalf by:

Gtz =, (HYIIY) 1]

Name

Mr Mariam Maalim Issackow Mr Issack Hassan Adan

Chairperson of the Board Ag. Managing Director
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REPUBLIC OF KENYA

HEADQUARTERS
& * Anniversary Towers
o | Monrovia Street

P.O Box 30084-00100
OOFFICE OF THE AUDITOR-GENERAL NAIROBI

Telephone: +254-(20) 3214000
Email:info@oagkenya.go.ke
Website:www.oagkenya.go.ke

Enhancing Accountability

REPORT OF THE AUDITOR-GENERAL ON ELWAK WATER AND SEWERAGE
COMPANY LIMITED FOR THE YEAR ENDED 30 JUNE, 2024

PREAMBLE

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

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

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

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

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

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

REPORT ON THE FINANCIAL STATEMENTS
Qualified Opinion

| have audited the accompanying financial statements of Elwak Water and Sewerage
Company Limited set out on pages 1 to 39 which comprise of the statement of financial

Report of the Auditor-General on Elwak Water and Sewerage Company Limited for the year ended 30 June, 2024
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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. | 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 Elwak Water and Sewerage Company Limited as at
30 June, 2024 and of its financial performance and its cash flows for the year then ended,
in accordance with International Financial Reporting Standards and comply with the
Water Act, 2016, the County Government Act, 2012 and the Public Finance Management

Act, 2012.

Basis for Qualified Opinion

1.0 Inaccuracies in the Financial Statements

1.1 Statement of Comparison of Budget and Actual Amounts

The statement of comparison of budget and actual amounts reflects actual total recurrent
expenditure of Kshs.53,269, 164 and actual capital expenditure of Kshs.28,705,000 all
totalling to actual expenditure of Kshs.81,974, 164. However, the statement of comparison
of budget and actual amounts reflects total actual expenditure of Kshs.73,369,839, hence
resulting in the unreconciled variance of Kshs.8,604,325.

In the circumstances, the accuracy of amounts reflected in the statement of comparison
of budget and actual amounts could not be confirmed.

2.0 Water Sales Revenue

The statement of profit or loss and other comprehensive income reflects operating
revenue of Kshs.3,336,240 as disclosed in Note 6 to the financial statements. The
revenue was in respect of water sales during the year under review. However, review of
revenue records and interviews with Management revealed that the Company had no
data on the volume of water supplied to customers during the year under review. The
explanations from the Management were that there were no master meters to record the
volume of water released to the pipeline for distribution. Similarly, customers from two (2)
consumer regions out of three (3) regions were not metered and thus the volume of water
consumed by customers could not be established.

Report of the Auditor-General on Elwak Water and Sewerage Company Limited for the year ended 30 June, 2024
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In the circumstances, the accuracy and completeness of water operating revenue of
Kshs.3,336,240 could not be confirmed.

3.0 Failure to Disclose In-Kind Contribution from the County Executive

The statement of profit or loss and other comprehensive income reflects total revenue of
Kshs.44,681,240. However, the amount did not include in-kind contribution by the County
Executive of Mandera in respect of salaries for permanent employees paid by the County

Executive.

Further, the statement of profit or loss and other comprehensive income reflects staff cost
of Kshs.20,192,700 in respect of casual workers' wages, medical insurance schemes and
other allowances. However, the expenditure did not include salaries for permanent
employees paid by the County Executive of Mandera.

In the circumstances, accuracy of total revenue of Kshs.44,681,240 and staff cost of
Kshs.20,192,700 reflected in the statement of profit or loss and other comprehensive
income could not be confirmed.

3.1 Unsupported Decrease in Trade and Other Payables

The statement of financial position reflects a balance of Kshs.10,445,603 in respect of
trade and other payables as disclosed in Note 21 to the financial statements. However,
Management did not provide a payables ledger to support the movement from
Kshs.19,572,518 in the previous financial year to Kshs.10,445,603 in the current financial

year.

In the circumstance, the accuracy of the trade and other payables balance of
Kshs.10,445,603 could not be confirmed.

4.0 Discrepancies in the Ordinary Share Capital

The statement of financial position reflects a balance of Kshs.100,000 in respect of
ordinary share capital as disclosed in Note 17 to the financial statements. Review of the
Company's records revealed that ordinary share capital comprised of 100 shares of
Kshs.100 translating to share capital of Kshs.10,000 resulting in a variance of

Kshs.90,000.

In addition, review of the CR12 form and the Company's Memorandum of Association
revealed discrepancies in the actual shareholding. The CR12 indicated three (3)
individuals holding a total of six hundred (600) shares, with each individual owning two
hundred (200) shares translating to share capital of Kshs.60,000 resulting in a variance

of Kshs.40,000.

Further, the Company's ownership structure as reported, indicated that the ordinary
shares were held by individuals. This was contrary to Paragraph 3.3.1(4) of the Water
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Service Regulatory Board Guidelines, 2018 which requires county government to hold all
the shares in trust for the people of the County and the other shareholders who hold the
shares in trust and not in their personal capacity are the Office of CECM in charge of
Finance, the Office of the CECM in charge of water and the County Secretary who shall

hold one share each.

In the circumstances, the accuracy and validity of share capital of Kshs.100,000 could not
be confirmed.

5.0 Undisclosed Material Uncertainty Relating to Going Concern

The statement of financial position reflects current assets of Kshs.2,602,637 against total
current liabilities of Kshs.10,445,603 resulting in negative working capital of
Kshs.7,842,966. This indicates existence of material uncertainty on the Company's going
concern. The material uncertainty relating to going concern and measures put in place to
improve the Company's financial performance were not disclosed in the financial

statements.

Under the circumstances, the Company is technically insolvent and its continued
operations is dependent on the continued support from the creditors and County
Government of Mandera.

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

Emphasis of Matter

Key Audit Matters

Key audit matters are those matters that, in my professional judgement, are of most
significance in the audit of the financial statements. Except for the matters described in
the Basis for Qualified Opinion, | have determined that there are no other key audit

matters to communicate in my report.

Other Information

The Management is responsible for the other information set out on page iii to xxiii which
comprise of Key Entity Information, Board of Directors, Key Management Team,
Chairman's Statement, Report of the Managing Director, Statement of Performance
Against Predetermined Objectives, Corporate Governance Statement, Management
Discussion and Analysis, Environmental and Sustainability Reporting, Report of the
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Directors and Statement of Directors' Responsibilities. The other information does not
include the financial statements and my audit report thereon.

In connection with my audit on the Company's financial statements, my responsibility is
to read the other information and in doing so, consider whether the other information is
materially inconsistent with the financial statements or my knowledge obtained in the audit
or otherwise appears to be materially misstated. If based on the work | have performed, |
conclude that there is a material misstatement of this other information, | am required to
report that fact.

Inadequate Disclosure of Performance Against Predetermined Objectives

Review of the statement of performance against predetermined objectives revealed
significant gaps in compliance with the reporting template. The statement did not indicate
key sections such as; Strategic Pillars, Objectives, Key Performance Indicators, Activities
and Objectives in a format prescribed by financial reporting templates for water
companies.

The absence of this critical information indicates that the company did not conform to the
requirements outlined in the reporting template, thereby undermining the transparency,
accountability and comprehensiveness of the report.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

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

1.0 Non-Compliance with Water Service Regulatory Board Guidelines on
Employee Cost

Review of records revealed that the Company reported personnel expenditure of
Kshs.20,192,700 against total operating and maintenance costs of Kshs.36,710,464 for
the year ended 30 June, 2024. Employees' costs therefore accounted for 55% of the
operating and maintenance costs, which are significantly higher than the expected
threshold for commercial viability for medium companies of 40%. This was contrary to
requirement of Section 3.9(10) of the Water Services Regulatory Board (WASREB)
Guidelines, 2018 which provides that personnel cost as share of operations and
maintenance cost for medium companies shall be contained below 40%.

In the circumstances, Management was in breach of the Water Services Regulatory
Board Guidelines.
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2.0 Provision of Water Services Without a License

Records provided for audit review revealed that the Company operated without a license
from the Water Services Regulatory Board (WASREB) contrary to Section 85(1) of Water
Act, 2016 which requires that for any company providing water services should obtain a
licence from the Water Services Regulatory Board. Management did not provide a
satisfactory reason for the failure to obtain a license as required.

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

3.0 Non-Revenue Water

The statement of profit or loss and other comprehensive income reflects operating
revenue of Kshs.3,336,240 as disclosed in Note 6 to the financial statements. It was,
however, noted that the Company did not have data on the volume of water distributed
from the intakes since master meters were not installed. Similarly, most customers are
not metered and thus volume of water consumed by customers could not be established.
As a result, the Company could not establish the volume of water produced and volume
billed to customers and if there were losses in form of Non-Revenue Water.

Due to inability to establish level of non-revenue water the operational efficiency of the
Company could not be confirmed.

4.0 Engagement of Casual Workers for a Prolonged Duration

The statement of statement of profit or loss and other comprehensive income reflects staff
costs of Kshs.20,192,700 as disclosed under Note 9 to the financial statements which
includes expenditure of Kshs.17,777,280 relating to casual workers' wages. Review of
casual worker's payrolls revealed that there were seventy-three (73) casuals that were
engaged for more than 3 continuous months. This was contrary to Section 37(1)(a) and
(b) of the Employment Act, 2007 which provides that where a casual employee works for
a period or a number of continuous working days which amount in the aggregate to the
equivalent of not less than one month or performs work which cannot reasonably be
expected to be completed within a period or a number of working days amounting in the
aggregate to the equivalent of three months or more, the contract of service of the casual
employee shall be deemed to be one where wages are paid monthly.

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

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

provide a basis for my conclusion.
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REPORT ON THE EFFECTIVENESS OF INTERNAL CONTROLS, RISK
MANAGEMENT AND GOVERNANCE

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

Review of the operations of the Company revealed that the Company did not have an
internal audit unit and internal audit committee in place contrary to Regulation 155(2)(b)
of the Public Finance Management (County Governments) Regulations, 2015 which
requires the creation of internal audit unit to promote independence and to ensure broad
internal audit coverage and adequate consideration of audit reports.

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

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

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

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

ii. The information given in the Directors' report on pages xx is consistent with the
financial statements and

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

Responsibilities of the Management and Board of Directors

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

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

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

Act, 2015.

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

The Company 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
International Standards for Supreme Audit Institutions (ISSAIls). The standards require
that, in conducting the audit, | obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatements, whether due to fraud or error
and to issue an auditor's report that includes my opinion in accordance with Section 48
of the Public Audit Act, 2015. Reasonable assurance is a high level of assurance but is
not a guarantee that an audit conducted in accordance with 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.

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

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

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

Auditor-General's website at: https:/iwww.oagkenva.go.ke/auclitor--nenerals-

A

N a
<« " W™ ,-.CBS
AUDITOR-GENERAL

Nairobi

09 December, 2024
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Elwak Water and Sewerage Company Ltd

Annual Report and Financial Statements for the year ended June 30, 2024

14. Statement of Profit or Loss & Other Comprehensive Income for the Year Ended 30 June 2024

Revenue

Operating Revenue 6 3,336,240 1,000,023
Grants Income 7 41,345,000 85,240,186
In kind contributions 8 0 26,380,200
Total Revenue 44.681.240 112.620.409
Expenses

Staff Costs 9 20,192,700 40,285,550
General and Operations expenses 10 36,710,464 61,511,154
Board Expenses 11 700,000 0
Maintenance Expenses 12 4,933,000 194,680
Depreciation and Amortization expenses 13 10,703,484 8,991,781
Total Expenses 73.239.648 110.983.165
Profit/(Loss) Before Taxation (28.558.408) 1.637.244
Income Tax Expense/(Credit)

Profit/(L.oss) After Taxation (28.558.408) 11146!071
Earnings Per Share - Basic and Diluted

Dividend per share

Other Comprehensive Income

Profit/ (Loss) After Taxation

Surplus Or Deficit on Revaluation Of PPE

Remeasurement Of Net Defined Benefit Liability

Fair Value Gain/(Loss) On Investments In Equity

Instruments Designated As At FVTOCI (Fair Value

Through Other Comprehensive Income)

Total Comprehensive Income for The Year ] (28,558,408) ),)461071




Elwak Water and Sewerage Company Ltd
Annual Report and Financial Statements for the y[ /ar ended June 30, 2024

15. Statement of Financial Position as at 30" June 2024

Assets

Non-current assets

Property, plant and equipment 14 97,938,583 78,758,464
Total non-current assets 97.938.583 78.758.464

Current assets

Trade and receivable 15 2,308,000 804,166

Bank and cash balances 16 294,637 11,290,646
Total non-current assets 2.602.637 12.094.812
Total Assets 100,541,220 90,853,276

Equity and liabilities

Capital and Reserves

Ordinary share capital 17 | 100,000 100,000
Capital Grant 126,131,731 78,758,464
Fair value adjustment reserve 0

Retained earnings (36,136,114) (7,577,706)
Capital and Reserves 90,095,617 71.280.758

Non-current liabilities

Trade and other payables 21 10,445,603 19.572.518
Total non-current Liabilities 10.445.603 19.572.518
TOTAL EQUITY AND LIABILITIES 1 100.541.220 +  90.853.276
Tefinancial tatements were approved by the Board on 7" August 2024 .anclsigoed on its behalf by:
R CLEETTRETI [Jrmrrtee e o 1] 4J£\/ Oemgrrr o,

Name Name Name

Issack Hassan Adan Amir Hussein Adan Mariam M Issackow

Ag. Managing Director Head of Finance Chairperson of the Board

ICPAK M/No:33546
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16. Statement Of Changes in Equity for the Year Ended 30 June 2024

As at July 1, 2022

100,000

(8,723,777)

x7,760,390

39,142,719

New capital issued

Revaluation gain

Transfer of excess

depreciation on revaluation

Deferred tax on excess
depreciation

Fair value adjustment on
quoted investments

Profit for the year

1,146,071

1,146,071

Capital/Development
grants received during the
year

78,758,464

78,758,464

Transfer of
depreciation/amo 1tisation
from capital fund to
retained earnings

Dividends paid - prior year

Interim dividends paid -
current year

Proposed final dividends

As at June 30, 2023

100,000

(7,577,706)

126,524,960

119,047,254

As at July 1, 2023

100,000

(7,577,706)

126,524,960

119,047,254
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Issue of new share capital

Revaluation gain

Transfer of excess
depreciation on revaluation

Deferred tax on excess
depreciation

Fair value adjustment on
quoted investments

(30,276,832)

Profit for the year

(2815581408}

(28,558,408)

Capital/Development
grants received during the
year

29,883,603

29,883,603

Transfer of
depreciation/amortisation
from capital fund to
retained earnings

Dividends paid - prior year

Interim dividends paid -
current year

Proposed final dividends

At June 30, 2024

100,000

(36,136,114)

126,131,731

120,372,449

Note:

L.

Prior year adjustment was due to an over stated capital grants for previous year, which was noted in the previous financial audit. This was

due to human error. The adjustment was done to rectify any further inconsistences in the statement of changes in equity.




Elwak Water and Sewerage Company Ltd and Sewerage Company Ltd
_nnual Report and Financial Statements for the year ended June 30, 2024

17. Statement Of Cash Flows for The Year Ended 30 June 2024

Cash Flows from Operating Activities

Receipts

UPC VAT contribution- Operations account 1,261,908
In Kind Contribution from Mandera County

Government 26,380,200
Operating Revenue 3,336,240 195,857
Non-Operating Revenue 0

Grants 70,033,599 85,240,186
Total Receipts 73,369,839 113,078,151
Payments

Staff Costs 20,192,700 40,285,550
General And Operation Expenses 36,710,464 33,838,594
Board Expenses 700,000

Maintenance Expenses 4,933,000 194,680
Total Payments (62,536,164) (74,318,824)
Net Cash From/ (Used In) Operating Activities 22 | 10,833,675 38,759,327
Cash Flows from Investing Activities

Purchase Of Property, Plant And Equipment (PPE) (21,746,835) (27,672,560)
Proceeds From Disposal Of PPE 0

Net Cash From/ (Used In) Investing Activities (21,746,835) (27,672,560)
Cash Flows from Financing Activities

Proceeds From Issues of New Share Capital

Proceeds From Borrowings

Repayment Of Borrowings

Dividends Paid

Net Cash From/(Used In) Financing Activities

Increase/(Decrease) In Cash and Cash

Equivalents (10,913,160) 11,086,767
Cash And Cash Equivalents at Beginning of Year 16 11,290,646 203,879
Prior Year adjustments (Balance Error) (82,849)

Cash And Cash Equivalents at End of the Year 16 294,637 11,290,646

Note: The difference in the balance brought forward for this financial year and the closing balance of

last financial year were due to the adjustment of errors in the last financial statement.
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18. Statement of Comparison of Budget & Actual Amounts for The Period Ended 30 June 2024

i ' '

Revenue Kshs Kshs Kshs Kshs Kshs
Operating Revenue 3,336,240 - 3,336,240 1,928,240 1,408,000 57.8%
Non-Operating Revenue - - - - - -
Grants 70,033,599 - 70,033,599 69,133,599 900,000 96.9%
Total Revenue 73,369,839 - 73,369,839 71,061,839 2,308,000 96.9%
Expenses
Staff Costs 20,337,837 - 20,337,837 20,192,700 145,137 99.3%
Board Expenses 700,000 - 700,000 700,000 0 100%
General and operations 31,300,900 ) 31,300,900 27,443 464 3,857,436 87.7%
Expenses
Maintenance 5,042,503 - 5,042,503 4,933,000 109,503 97.8%
Total Recurrent Expenditure 57,381,240 - 57,381,240 53,269,164 4,112,076 92.8%
Profit or Loss 15,988,599 - 15,988,599 17,792,675 (1,804,076)
Capital Expenditure 29,883,603 29,883,603 28,705,000 1,178,603 97%
Total Expenditure

73,369,839 - 73,369,839 73,369,839 0 100.0%
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19. Notes to the Financial Statements

1. General Information
Elwak Water and Sewerage Company Ltd is established by companies act and derives its authority
and accountability from water Act and other relevant acts. The Company is wholly owned by the
Mandera County Government and is domiciled in Kenya. The Company's principal activity is
provision of safe and sufficient water to the residents within Elwak Municipality and its environs.
For Kenyan Companies Act reporting purposes, the balance sheet is represented by the statement
of financial position and the profit and loss account by the statement of profit or loss and other
comprehensive income in these financial statements.

2. Statement of Compliance and Basis of Preparation
The financial statements have been prepared on a historical cost basis except for the measurement
at re-valued amounts of cel lain items of propel ly, plant and equipment, marketable securities and
financial instrnments at fair value, impaired assets at their estimated recoverable amounts and
actuarially determined liabilities at their present value. The preparation of financial statements in
conformity with International Financial Reporting Standards (IFRS) allows the use of estimates and
assumptions. It also requires management to exercise judgement in the process of applying the
Company's accounting policies
The financial statements have been prepared and presented in Kenya Shillings, which is the
functional and reporting cmTency 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 2016 and the Company's Act and International Financial Repolling

Standards (IFRS). The accounting policies adopted have been consistently applied to all the years

presented.
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Notes to the financial statements (continued)

3. Application of New and Revised International Financial Reporting Standards
(IFRS)

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

30 June 2024.

Amendments to IAS 1 The amendments, applicable to annual The amendments are effective
titled Classification of periods beginning on or after Ist January for annual periods beginning on
Liabilities as Current 2024, clarify a criterion in IAS 1 for orafter January 1, 2024. Earlier
or Non-cutTent (issued classifying a liability as non-cmTent: the application is permitted.

m  January 2020, | requirement for an entity to have the right to

amended in OctobeL defer settlement of the liability for at least 12

2022) months after the reporting period

Amendment to IFRS | The amendment, applicable to annual | The amendments are effective
16 titled Lease . periods beginning on or after Ist January ., for annual periods beginning on
Liability in a Sale and: 2024, reqmres a  seller-lessee to | or after January 1, 2024. Earlier

Leaseback (issued in | subsequently measure  lease  liabilities , application is permitted.
September 2022) arising from a leaseback in a way that it does

not recognise any amount of the gain or loss.

Amendments to TAS 1| The amendments, applicable to annual | The amendments are effective
titled Non-current . periods beginning on or after Ist January for annual periods beginning on
Liabilities with 2024, improve the information an entity or after January 1, 2024. Earlier
Covenants (issued ilJ provides about liabilities arising from loan application is pennitted.
October 2022) arrangements for which an entity's right to

defer settlement of those liabilities for at

least twelve months after the reporting

period is subject to the entity complying with

conditions specified in the loan an-angement.

(The Directors Iwl'e assessed the applicahfe stcmdards and alllenc/ll1ellts. Based on their
assessment of'impact of'application of'the above, they do 110! e.,pect that there ,1.-ilf be a significant
impact on the company'sfinancial statements. Or thefo!l0vI-ing has been assessed to he sign(ficont
fiJr the coll1pwly and has been aclclressed usfiJ//mrs )
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11. New and amended standards and interpretations in issue but not yet effective in the year
ended 30 June 2024.

and  Disclosure in

Financial statements

IFRS 18 Presentatio! The objective of IFRS 18 is to set outl The new standard is effective

requirements for the presentation and
disclosure of information in general purpose
financial statements (financial statements) to
help ensure they provide relevant
information that faithfully represents an
entity's assets, liabilities, equity, income and

expenses.

for annual periods beginning on
or after January 1, 2027. Earlier

application is permitted.

The Directors do not plan to apply any of the above until they become effective. Based on their
assessment of the potential impact of application of the above, they do not expect that there will

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

fii. Early adoption of standards

Elwak Water and Sewerage Company Ltd did not early- adopt any new or amended standards in

year under review.
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Notes to the financial statements (continued)

4. Summary of Accounting Policies

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

below:

a) Revenue recognition

Revenue is measured based on the consideration to which the entity expects to be entitled in a contract

with a customer and excludes amounts collected on behalf of third parties. The entity recognizes

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

iii)

vi)

Revenue from the sale of goods and services is recognized in the year in which the
Company delivers products/services to the customer, the customer has accepted the
products/services and collectability of the related receivables is reasonably assured.
Grants from Government Entities are recognized in the year in which the Company
actually receives such grants. Recun-ent grants are recognized in the statement of
comprehensive income. Development/capital grants are recognized in the statement of
financial position and realised in the statement of comprehensive income over the useful
life of the assets that has been acquired using such funds.

Finance income comprises interest receivable from bank deposits and investment in
securities, and is recognized in profit or loss on a time proportion basis using the effective
interest rate method.

Dividend income is recognized in the income statement in the year in which the right to
receive the payment is established.

Rental income is recognized in the income statement as it accrues using the effective
interest implicit in lease agreements.

Other income is recognized as it accrues.

10
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Notes to the financial statements (continued)

Summary of Accounting Policies

b) In-kind contributions

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, equipment,
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 revenue and as an expense in equal and opposite amounts; otherwise, the contribution is not

recorded but disclosed.

¢) 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
subsequently can-ied at re-valued amounts, being their fair value at the date of re-valuation less any
subsequent accumulated depreciation and impairment losses. Where re-measurement at re-valued

amounts is desired, all items in an asset category are re-valued through periodic valuations can-ied out

by independent external valuers.

d) Depreciation and impairment 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 equipment is recognized in the income statement on a straight-
line/reducing balance basis to write down the cost of each asset or the re-valued amount to its residual

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

Leasehold Land

Buildings and civil works 10 10%
Water and sewer Infrastructure works 10 10%
Plant and machinery 12.5 8.4%
Motor vehicles, including motorcycles 12 20%
Computers and related equipment 5 40%
Office equipment, furniture and fittings 5 20%

11
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A full year's depreciation charge is recognized both in the year of asset purchase and none in the year
of asset disposal. Items of property, plant and equipment are reviewed annually for impairment and
accounted for in line with the provisions in the standard.

e) Intangible assets

Intangible assets with finite useful lives that are acquired separately are calTied at cost less accumulated
amortization and accumulated impainnent losses. Amortization is recognized on a straight-line basis
over their estimated useful lives. The estimated useful life and amortization method are reviewed at the
end of each reporting period, with the effect of any changes in estimate being accounted for on a
prospective basis.

Intangible assets with indefinite useful lives that are acquired separately are carried at cost less

accumulated impairment losses.

f) Amortization and impairment of intangible assets
Amortization is calculated on the straight-line basis over the estimated useful life of the intangible
asset. All intangible assets are reviewed annually for impairment. Where the carrying amount of an
intangible asset is assessed as greater than its estimated recoverable amount, an impailment loss is

recognized and the asset is written down to its estimated recoverable amount.

g) Investment property

Investment property, which is propel ly held to earn rentals and/or for capital appreciation (including
propeltyunder construction for such purposes), is measured initially at cost, including transaction costs.
Subsequent to initial recognition, investment propel ly is measured at fair value. Gains or losses arising
from changes in the fair value of investment property are included in profit or loss in the period in
which they arise. An investment propelly is derecognized upon disposal or when the investment
property is pelmanently withdrawn from use and no future economic benefits are expected from the
disposal. Any gain or loss arising from clerecognition of the property (calculated as the difference
between the net disposal proceeds and the carrying amount of the asset) is included in profit or loss in

the period in which the propelty is derecognized.

12
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Notes to the financial statements (continued)

Summary of Accounting Policies

h)  Right of Use Asset

The right-of-use assets comprise the initial measurement of the conesponding lease liability, lease
payments made at or before the commencement day, less any lease incentives received and any initial
direct costs. They are subsequently measured at cost less accumulated depreciation and impairment
losses. Whenever 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, unless
those costs are incurred to produce inventories. Right-of-use assets are depreciated over the shorter
period of lease term and useful life 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 staits at the commencement date of the lease. The right-of-use assets are presented as

a separate line in the statement of financial position.

i) Fixed interest investments (bonds)
Fixed interest investments refer to investment funds placed under Central Bank of Kenya (CBK) long-
term infrastructure bonds and other corporate bonds with the intention of earning interest. Fixed interest
investments are freely traded at the Nairobi Securities Exchange. The bonds are measured at amoltized

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

(FVOCI).

j) Quoted investments

Quoted investments are classified as non-current assets and comprise marketable securities traded
freely at the Nairobi Securities Exchange or other regional and international securities exchanges.

Quoted investments are stated at fair value.

13
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Notes to the financial statements (continued)

Summary of Accounting Policies

k) Unquoted investments
Unquoted investments stated at cost under non-current assets, and comprise equity shares held in other

Government owned or controlled entities that are not quoted in the Securities Exchange. These are

measured at fair value through profit or loss (FVTPL).

I) Inventories

Inventories are stated at the lower of cost and net realizable value. Cost comprises direct materials and,
where applicable, direct labor costs and those overheads that have been incun-ed in bringing the
inventories to their present location and condition. Cost is calculated using the weighted average cost
method/ FIFO. Net realizable value represents the estimated selling price less all estimated costs of

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

m) Trade and other receivables

Trade and other receivables are recognized at amortized cost less allowances for any uncollectible
amounts. These are assessed for impairment on a continuing basis. An estimate is made of doubtful
receivables based on a review of all outstanding amounts at the year end. Bad debts are written off after

all efforts at recovery have been exhausted and when the necessary approval to write off is granted.

n) Taxation
1) Current income tax

Current income tax assets and liabilities for the cun-ent period are measured at the amount expected to
be recovered from or paid to the taxation authorities. The tax rates and tax laws used to compute the
amount are those that are enacted or substantively enacted, at the repol ling 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 the current period are measured at the amount expected to be recovered
from or paid to the taxation authorities. Management periodically evaluates positions taken in the tax
returns with respect to situations in which applicable tax regulations are subject to interpretation and

establishes provisions where appropriate.

14
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0) 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 repol1ing purposes at the reporting date.

Deferred tax liabilities are recognized for all taxable temporary differences, except in respect of taxable
temporary differences associated with investments in controlled entities, associates and interests in
joint ventures, when the timing of the reversal of the temporary differences can be controlled and it is
probable that the temporary differences will not reverse in the foreseeable future. Deferred tax assets
are recognized for all deductible temporary differences, the carry forward of unused tax credits and any
unused tax losses. Defel Ted 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 forward of unused
tax credits and unused tax losses can be 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 extent that it is probable that the temporary differences will reverse
in the foreseeable future and taxable profit will be available against which the temporary differences
can be utilized.

The carrying amount of deferred tax assets is reviewed at each repol ling 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 deferred tax assets are re-assessed at each repO11ing date
and are recognized to the extent that it has become probable that future taxable profits will allow the
deferred tax asset to be recovered. Deferred tax assets and liabilities are measured at the tax rates that
are expected to apply in the year when the asset is realized or the liability is settled, based on tax rates
(and tax laws) that have been enacted or substantively enacted at the repol ling date.

Deferred tax relating to items recognized outside surplus or deficit is recognized outside surplus or
deficit. DefelTed tax items are recognized in coffelation to the underlying transaction in net assets.
Defened tax assets and deferred tax liabilities are offset if a legally enforceable right exists to set off
current tax assets against current income tax liabilities and the deferred taxes relate to the same taxable

entity and the same taxation authority.

15



Elwak Water and Sewerage Company Ltd
Annual Report and Financial Statements for the year ended June 30, 2024

p) Borrowing costs
BorTOwing costs directly attributable to the acquisition, construction or production of qualifying assets,
which are assets that necessarily take a substantial period of time to get ready for their intended use or
sale, are added to the cost of those assets, until such time as the assets are substantially ready for their -
intended use or sale. To the extent that variable rate borTOwings are used to finance a qualifying 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 profit or loss when the
qualifying asset impacts profit or loss. To the extent that fixed rate borrowings are used to finance a
qualifying asset and are hedged in an effective fair value hedge of interest rate risk, the capitalized
bonowing costs reflect the hedged interest rate. Investment income earned on the temporary investment
of specific bonowings pending their expenditure on qualifying assets is deducted from the borrowing
costs eligible for capitalization. All other bonowing costs are recognized in profit or loss in the period

in which they are incurred.

q) Cash and cash equivalents
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
convel lible to known amounts of cash and are subject to insignificant risk of changes in value. Bank

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

r) Borrowings
Interest bearing loans and overdrafts are initially recorded at fair value being received, net of issue
costs associated with the borrowing. Subsequently, these are measured at amollized cost using the
effective interest rate method. Amollized cost is calculated by taking into account any issue cost and
any discount or premium on settlement. Finance charges, including premiums payable of settlement or
redemption are accounted for on accrual basis and are added to the carrying amount of the instrument
to the extent that they are not settled in the period in which they arise. Loan interest accruing during

the construction of a project is capitalized as pall of the cost of the project.

16
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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 entity or not, less any payments made to the suppliers.

t) Retirement benefit obligations
The company contributes to the statutory National Social Security Fund (NSSF). This is a defined
contribution scheme registered under the National Social Security Act. The company's obligation

under the scheme is limited to specific contributions legislated from time to time.

u) Provision for staff leave pay
Employees' entitlements to annual leave are recognized as they accrue. A provision is made for the

estimated liability for annual leave at the reporting date.

v) Exchange rate differences

The accounting records are maintained in the functional cunency of the primary economic environment
in which the entity operates, Kenya Shillings. Transactions in foreign currencies during the year/period
are translated into the functional currency using the exchange rates prevailing 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 liabilities denominated in foreign currencies are recognized in profit or loss.

w) Budget information
The original budget for FY 2023-2024 was approved by the Board of Directors . Subsequent revisions
or additional appropriations were 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. Accordingly, the
Company did not record additional appropriations on the 2023-2024 budget following the governing
body's approval. The Company's budget is prepared on a different basis to the actual income and
expenditure disclosed in the financial statements. The financial statements are prepared on accrual basis
using a classification based on the nature of expenses in the statement of profit or loss, whereas the
budget is prepared on a cash basis. The amounts in the financial statements were recast from the accrnal

basis to the cash basis and reclassified by presentation to be on the same basis as the approved budget.
17
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A comparison of budget and actual amounts, prepared on a comparable basis to the approved budget,
is then presented in the statement of comparison of budget and actual amounts. In addition to the Basis
difference, adjustments to amounts in the financial statements are also made for differences in the
formats and classification schemes adopted for the presentation of the financial statements and the
approved budget. A statement to reconcile the actual amounts on a comparable basis included in the
statement of comparison of budget and actual amounts and the actuals as per the statement of

Comprehensive income has been presented in the financial statements.

X) Service concession arrangements
The Company analyses all aspects of service concession an-angements that it enters into in determining
the appropriate accounting treatment and disclosure requirements. In particular, where a private party
contributes an asset to the an-angement, the Company recognizes that asset when, and only when, it
controls or regulates the services the operator must provide 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 significant residual interest in the asset at
the end of the anangement. Any assets so recognized are measured at their fair value. To the extent

that an asset has been recognized, the Company also recognizes a conesponding liability, adjusted by

a cash consideration paid or received.

y) Comparative figures

Where necessary comparative figures for the previous financial year have been amended or

reconfigured to confonn to the required changes in presentation.

z) Subsequent events

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

financial statements for the year ended June 30, 2024.
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5. Significant Judgments and Sources of Estimation Uncertainty
The preparation of the Company's financial statements in conformity with IFRS reqmres

management to make judgments, estimates and assumptions that affect the reported amounts of
revenues, expenses, assets and liabilities, and the disclosure of contingent liabilities, at the end of
the reporting period. However, uncertainty about these assumptions and estimates could result in

outcomes that require a material adjustment to the can-ying amount of the asset or liability

affected in future periods.

a) Estimates and assumptions

The key assumptions concerning the future and other key sources of estimation unceliainty at the
reporting date, that have a significant 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 assumptions and estimates on parameters available when the financial
statements were prepared. However, existing circumstances and assumptions about future
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 lives and residual values

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

potential future use and value for disposal:

* The condition of the asset based on the assessment of expelis employed by the Company.

* The nature of the asset, its susceptibility and adaptability to changes in technology and
processes.

* The nature of the processes in which the asset is deployed.

* Availability of funding to replace the assets.

¢) Provisions

Provisions were raised and management determined an estimate based on the information
available. Additional disclosure of these estimates of provisions is included.
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 material.
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Notes to the financial statements (continues)

6. Operating Revenue

Water sales

3,336,240

1,000,023

Total

3,336,240

1,000,023

7. Grants Income

Donations from County Governments- Recun-ent 41,345,000 85,240,186
Donations from County Governments- Development 24,455,000 0
Capital Grant from WSTF 4,233,599 0
Total 70,033,599 85,240,186

Mandera
County
Government 41,345,000 24,455,000 65,800,000 85,240,186
WSTF 0 4,233,599 4,233,599 0
Total 41,345,000 28,688,599 70,033,599 85,240,186

8. In -Kind contribution

|

In kind contribution from County Government of Mandera

26,380,200

Total

26,380,200
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Notes to the financial statements (continued)

9. Staff Costs

Gross Salary and Allowances 0 26,380,200
Casual workers' Wages 17,777,280 13,734,350
Medical insurance schemes-NHIF 1,410,300 171,000
Other allowances-NSSF 1,005,120 0
Total 20,192,700 40,285,550
The average number of employees during the year

10. General and Operations Expenses

Electricity 1,620,910 100,000
Fuel, oil, lubricants, and gases 13,374,000 2,500,000
Production supplies 0 27,672,560
Selling and distribution cost 0 16,773,986
Domestic Traveling and subsistence 1,047,210 0
Subscription to professional bodies 0 0
Foreign travel and accommodation 385,000 0
Water and sewerage 5,518,585 0
Telecommunication 0 400,000
Hire of Equipment and vehicles 5,600,000 750,000
Staff training and development 866,200 8,304,700
Board training 0 750,000
Office supplies 1,265,700 881,220.63
Bank Charges 30,859 16,779.37
Security services 4,272,000 1,000,000
Stakeholders' expenses 1,200,000 0
Hospitality expenses 750,000 1,100,000
Other operations 780,000 0
VAT Contribution for UPC project 0 1,261,908
Total 36,710,464 61,511,154
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Notes to the financial statements (continued)

1. Board Expenses

700,000

| Sttg allowances C B
Induction and Training 0 C
Travel and accommodation 0 (
Total Board Expenses 700,000 (

12. Maintenance Expenses

Plant and Equipment 2,135,000 0

Buildings 0 194,680

Ground 1,800,000

Motor vehicles 998,000

Total Maintenance Expenses 4,933,000 | 194,680
13. Depreciation  and Amor lization Expenses

Propelty, plant, and equipment 10,703,484 8,991,781

Total Depreciation and Amortization 10,703,484 8,991,781
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Notes to the financial statements (continued)

14. Property, Plant and Equipment

Cost Or Valunatian
Cost Or Valuation

At July 1, 2022 1,080,000 47,756,496 1,767,511 9,473,678 60,077,685

Additions 27,672,560 27,672,560
Transfers

Disposals

At June 30, 2023 1,080,000 75,429,056 1,767,511 9,473,678 87,750,245
Depreciation

At July 1, 2022

Charge For the Year 54,000 6,336,041 707,004 1,894,736 8,991,781
Impairment Loss

Disposal

At June 30, 2023 54,000 6,336,041 707,004 | 1,894,736 8.991.781
Net Book Value At 1,026,000 69,093,015 1,060,507 | 7,578,942 78,758,464
June 30, 2023
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Notes to the financial statements (continued)

Property, Plant and Equipment (Continued)

Nact awm vialssandl e

Cost or valuation

As at Luly 2023 1,026,000 69,093,015 1,060,507 | 7,578,942 0| 78,758,464

Additions 0| 1.800,000 | 19.878.603 8.205.000 0 0 0| 29.883.603

Transfers 0 0 0 0 0 0 0 0

Disposals 0 0 0 0 0 0 0 0

As at 30™ 19,878,603 0

20522 307 June 2,826,000 1% 77,298,015 1,060,507 | 7,578,942 108,642,067

Depreciation

At July 1, 2023 174,000 0] 10,716,805 1,885,344 | 4,263,156 ol 17,039.305

Charge for the 282,600 1,987,860 6,493,033 424203 1,515,788 0 10,703,484

year

Impairment loss 0 0 0 0 0 0 0

Disposal 0 0 0 0 0 0 0

As at 30" J 1,987,860 0

2;22 une 456,600 20 17,209,838 2,309,547 | 5,778,944 27,742,789
K val 17,890,743

Net book value 2,543,400 R 70,804,982 636,304| 6,063,154 O 97,938,583

At June 30, 2024
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Notes to the financial statements (continued)

Valuation

Land and buildings were not valued. These amounts were adopted.

20 (b) Property, Plant and Equipment at Cost

If the freehold land, buildings and other assets were stated on the historical cost basis the amounts

would be as follows:

Land
Buildings & civil works 3,000,000 (456,600) 2,543,400
Water and Sewer Infrastructure 19,878,603 (1,987,860) 17,890,743
Plant and machinery 88,014,820 (17,209,838) 70,804,982
Motor vehicles, including motorcycles 0 0) 0
Computers and related equipment 2,945,851 (2,309,547) 636,304
Office equipment, furniture, and fittings 11,842,098 (5,778,944) 6,063,154
120,252,769 (27,199,929) | 97,938,583
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Notes to the financial statements (continued)

15. Trade and Other Receivables

2308000

Gross trade and other receivables 804,166

Provision for bad and doubtful receivable

Net trade and other receivables 2,308,000 804,166
15. (a) Trade Receivables

Gross trade receivables 2,308,000 804,166

Provision for doubtful receivables

Net trade receivables 2,308,000 804,166

As at June 30, the ageing analysis of the gross trade receivables was as follows:

Less than 30 days

Between 30 and 60 days

Between 61 and 90 days

Between 91 and 120 days 2,308,000 804,166

Over 120 days

Total 2,308,000 804,166
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Notes to the financial statements (continued)

16. Bank and Cash Balances

Cash at bank 294,637 11,290,646.34

Cash in hand 0
Mobile money account 0
294,637 11,290,646.34

Detailed analysis of the cash and cash equivalents

a) Current account
Equity bank Itd- Revenue a/c 1000280260417 15,825 2,617
Equity bank Itd- Operation a/c 1000280260468 209 10,026,121.34
Equity bank Itd-Development a/c 1000280259289 278,603 1,261,908
Total 294,637 11,290,646.34

17. Ordinary Share Capital

Authorized:

1000 ordinary shares of Kshs. 100 par value each 100,000 100,000
Issued and fully paid:

1000 ordinary shares of Kshs.100 par value each 100,000 100,000
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Notes to the financial statements (continued)
18. Revaluation Reserve

The revaluation reserve relates to the revaluation of certain items of propelly, plant and equipment. As
indicated in the Statement of Changes in Equity, this is stated after transfer of excess depreciation net

of related deferred tax to retained earnings. Revaluation surpluses are not distributable.

19. Fair Value Adjustment Reserve

The fair value adjustment reserve arises on the revaluation of available-for-sale financial assets,
principally the marketable securities. When a financial asset is sold, the portion of the reserve that
relates to that asset is reduced from the fair value adjustment reserve and is recognised in profit or loss.

Where a financial asset is impaired, the portion of the reserve that relates to that asset is recognised in

profit or loss.

20. Retained Earnings
The retained earnings represent amounts available for distribution to the entity’s shareholders.

Undistributed retained earnings are utilised to finance the entity's business activities.

21. Trade and Other Payables

10,445,603 19,572,518

Trade payables
Total 10,445,603 19,572,518

Aging Analysis for Trade and other Payables

| Under one year 10,445,603 10% | 19,572,518 %
1-2 years 0 % 0 %
2-3 years 0 % 0 %
Over 3 years 0 % 0 %
Total 10,445,603 100% 19,572,518 100%
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Notes to the financial statements (continued)

22. Notes to The Statement of Cash Flows

(a) Rconcltion of operatig profit/(loss) t as
generated from/ (used in) operations

Profit or loss before tax (28,558,408) 1,637,244
Depreciation 10,703,484 8,991,781
Amol lization 0
(Gain)/loss on disposal of property, plant and equipment 0
Operating profit/(loss) before working capital changes 0
Working capital changes: .
(Increase)/decrease in inventories 0
(Increase)/decrease in trade and other receivables (2,308,000) (1,958,619)
Increase/( decrease) in trade and other payables 9,249,765 982,138
Increase/( decrease) in retirement benefit obligations 0
Increase/( decrease) in provision for staff leave pay 0
Cash generated from/ (used in) operation (10,913,159) (3,412,527)
Balance at beginning of the year 11,207,792 14,703,173
Balance at end of the year 294,637 11,290,646
(b) Analysis of cash and cash equivalents
Sholl term deposits
Cash at bank 294,637 11,290,646
Cash in hand

2941637 11.290.646
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Notes to the financial statements (continued)
Other Disclosures
23. Related Party Disclosures

County Government of Mandera
The County Government of Mandera is the principal shareholder of the Company, holding 100%
of the Company's equity interest. The County of Government of Mandera has provided full
guarantees to all long-term lenders of the Company, both domestic and external.
Other related parties include:

* The County Department in charge of Water

*  County Government of Mandera

*  Water works Agencies

*  WASREB (Water Services Regulatory Board)

* WARMA

»  Water Sector Trust Fund

* Key management

e Board of directors

24. Financial Risk Management
The Company's activities expose it to a variety of financial risks including credit and liquidity risks

and effects of changes in foreign currency. The company's overall risk management 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
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:

Notes to the financial statements (continued)

(1) Credit risk
The Company has exposure to credit risk, which is the risk that a counterpaiiy will be unable to pay
amounts in full when due. Credit risk arises from cash and cash equivalents, and deposits with banks,

as well as trade and other receivables and available-for-sale financial investments.

Management assesses the credit quality of each customer, taking into account its financial position,

past experience and other factors. Individual risk limits are set based on internal or external assessment
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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 recorded in the financial statements representing the entity's

maximum exposure to credit risk without taking account of the value of any collateral obtained.

Credit Risk (Continued)

The customers under the fully performing category are paying their debts as 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 board of directors sets the company's credit policies and objectives and lays down parameters

within which the various aspects of credit risk management are operated.

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 management of the Company's short,
medium and long-tenn funding and liquidity management requirements. The Company manages
liquidity risk through continuous monitoring of forecasts and actual cash flows.

(iii) Market risk

The board has put in place an internal audit function to assist it in assessing the risk faced by the
Company on an ongoing basis, evaluate and test the design and effectiveness of its internal accounting
and operational controls.

Market risk is the risk arising from changes in market prices, such as interest rate, equity prices and
foreign exchange rates which will affect the entity's income or the value of its holding of financial
instruments. The objective of market risk management is to manage and control market risk exposures
within acceptable parameters, while optimising the return. Overall responsibility for managing market

risk rests with the Audit and Risk Management Committee.

The company's Depailment in charge of risk management is responsible for the development of
detailed risk management policies (subject to review and approval by Audit and Risk Management
Committee) and for the day-to-day implementation of those policies.
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There has been no change to the Company's exposure to market risks or the manner in which it

manages and measures the risk.

a) Foreign currency risk

The Company has transactional currency exposures. Such exposure arises through purchases of goods
and services that are clone in cunencies other than the local cutTency. Invoices denominated in foreign
currencies are paid after 30 days from the date of the invoice and conversion at the time of payment is
done using the prevailing exchange rate.

The Company manages foreign exchange risk form future commercial transactions and recognised
assets and liabilities by projecting for expected sales proceeds and matching the same with expected
payments.

Foreign currency sensitivity analysis

The following table demonstrates the effect on the company's statement of comprehensive income on
applying the sensitivity for a reasonable change in the exchange rate of the three main transaction

cunencies, with all other variables held constant. The reverse would also occur if the Kenya Shilling

appreciated with all other variables held constant.

b) Interest rate risk

Interest rate risk is the risk that the Company's financial condition may be adversely affected as a result
of changes in interest rate levels. The company's interest rate risk arises from bank deposits. This

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

rate movements on the company's deposits.

i) Management of interest rate risk

To manage the interest rate risk, management has endeavoured to bank with institutions that offer

favourable interest rates.

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

remain constant. The analysis has been performed on the same basis as the prior year.
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Using the end of the year figures, the sensitivity analysis indicates the impact on the statement of

comprehensive income if cun-ent floating interest rates increase/decrease by one percentage point as a

decrease/increase.

iii)  Fair value of financial assets and liabilities

a) Financial instruments measured at fair value

Determination of fair value and fair values hierarchy
IFRS 7 specifies a hierarchy of valuation techniques based on whether the inputs to those valuation
techniques are observable or unobservable. Observable inputs reflect market data obtained from

independent sources; unobservable inputs reflect the Company's market assumptions. These two types

of inputs have created the following fair value hierarchy:

i) Level 1 - Quoted prices (unadjusted) in active markets for identical assets or liabilities.
This level includes listed equity securities and debt instrnments on exchanges.

ii) Level 2 - Inputs other than quoted prices included within Level 1 that are observable
for the asset or liability, either directly (that is, as prices) or indirectly (that is, derived
from prices).

iii) Level 3 - inputs for the asset or liability that are not based on observable market data
(unobservable inputs). This level includes equity investments and debt instrnments
with significant unobservable components. This hierarchy requires the use of
observable market data when available. The Company considers relevant and

observable market prices in its valuations where possible.

Financial instruments not measured atfair value

Disclosures of fair values of financial instruments not measured at fair value have not been made

because the carrying amounts are a reasonable approximation of their fair values.
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Notes to the financial statements (continued)

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 concern.

Incorporation

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

25. Events After the Reporting Period
There were no material adjusting and non- adjusting events after the rep011ing period.
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20. Appendices

Appendix 1: progress on follow up of auditor recommendations.

The following is the summary of issues raised by the external auditor, and management comments that were provided to the auditor.

The table of contents in the financial statements did not inclnde

Tha ahAvra Aarcae Acacianad d0 0 1 CRRSIT
The table of contents in the financial statements did not include The above error occurred during submission
acronyms and glossary of terms as required by the Annual of financial report to the office of auditor
Financial Reporting Template (revised June, 2023). In addition, general on 29th sept 2023, as our finance
passport size photographs and key professional/academic team submitted the wrong copy of the report. Not
qualifications for the Board members and the Management team However, we have conected the mentioned July 2025
were not included in the relevant sections of the financial errors and our financial report is in compliant resolved
statements. with the format prescribed by the Public
In the circumstances, the financial statements were not presented Sector Accounting Standard Board. A copy
in the format prescribed in the Annual Financial Reporting of the report has been provided for review
Tem late (revised June, 2023). and confirmation.
The statement of financial position reflects current assets of The above elTor occuned during submission
Kshs.12,094,812 against total cunent liabilities of of financial report to the office of auditor
Kshs.19,572,518, resulting to negative working capital of
Kshs.7,477,706. In addition, out of the total revenue of general on 29th sept 2023, as our finance
Kshs.112,620,409 reported in the statement of profit or loss and team submitted the wrong copy of the report.
other comprehensive incolme, the Company generated only However, we have c01Tected the mentioned Not

2 Kshs.1,000,023 representing 1% of the total revenue. The total July 2025
staff costs for the permanent employees amounting to errors and our financial report is in compliant resolved
Kshs.26,.380,200 was paid by the Coupty Exe?utive.. with the format prescribed by the Public
In the circumstances, the Company is technically insolvent and
may not be able to meet its current obligations as and when they Sector Accounting Standard Board. A copy
fall due and it may continue to depf?nd on support from the County of the rep01i has been provided for review
Government of Mandera and creditors.
and confirmation.
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M Abnbmcanmcd AL 20 SSES. e (I

The statement of profit 0r112)§_s and other compre'hensive income
reflects grants income of Kshs.85,240, 186. As reflected in note 7
to the financial statements, grants amounting to Kshs.78,758,464
were recognized in the statement of changes in equity as capital Prior year adjustment will be done in Not
fund. The amount of grants recognized in the statement of profit or . . July 2025
loss and other comprehensive was therefore overstated. subsequent financial year 2023/2024 resolved
In the circumstances, the accuracy of total revenue of

Kshs. 112,620,409 and profit after taxation of Kshs. 1,146,071
could not be confirmed

The statement of financial position reflects capital grants balance
0ofKshs.78,758,464 as 30 June, 2023. However, the statement of
changes in equity reflects capital grants balance of

Kshs. 126,524,960 resulting in unreconciled variance of
Kshs.47,766,496. In addition, the statement of changes in equity Prior year adjustment will be done in Not
reflects profit for the year of Kshs.1, 146,071 under retained . . July 2025
earnings as capital grants received during the year. subsequent financial year 2023/24 resolved
In the circumstances, it was not possible to confirm the accuracy
of capital grants of Kshs.78,758,464 and Kshs.126,524, 960
presented in the statement of financial position and the statement
of changes in equity respectively

The statement of financial position reflects net book value for
property, plant and equipment of Kshs.78,758,464 as at 30 June,
2023 and as disclosed in note 15 to the financial statements.
However, the accumulated depreciation as at 1 July, 2022 for the
various classes of assets was not disclosed. In addition, the Prior adjustment will be done in Not
approved depreciation rates applied on depreciation of assets were subsequent financial year to correct the July 2025
not disclosed. Further the net book values for the prior year were error resolved
not disclosed in note 15 as required.

In the circumstances, the accuracy of property, plant and equipment
0fKshs.78,758,464 could not be confirmed.
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The statement of financial position reflects trade and other
payables balInce of Kshs.19,572,518. However, the Management
did not provide payment vouchers, other supporting documents
and analysis to support the balance. In addition, Aging analysis for
the payables was not included in note 20 to the financial
statements.

In the circumstances, the accuracy of the trade and other payables
balance of Kshs.19,572,518 could not be confirmed.

Tha alasraince~e Rkl JLeEZe0 3 00 ST
The above error occmred during submission
of financial report to the office of auditor
general on 29th sept 2023, as our finance
team submitted the wrong copy of the report.
However, we have corrected the mentioned
errors and our financial report is in compliant
with the format prescribed by the Public
Sector Accounting Standard Board. We have,
however, provided all the necessary
documents and explanation to support the
payables balance in the financial statements.
A copy of the payables sheet has been
attached as ANNEX 2.

Not

resolved

July 2025

The statement of profit or loss and other comprehensive income
reflects operating revenue from water sales for the year of
Kshs.1,000,023. However, the actual collection during the year was
only Kshs.195,857 resulting in an under-collection of Kshs.804, 166
or 8 0% of the projected revenue. Management did not provide
details on measures put in place to address the undesirable under-
collection of revenue.

Furt(ller, it was observed that operating revenue for the Company
declm(/d sharply from Kshs.6,925,300 reported in the previous
financial year to Kshs.1,000,023 reported in the cunent financial
year. Although Management explained that the decline was as a
result of a directive by the County Government not to bill its
customers during the year, Management did not provide the
justification for the directive.

My o inion is however not modified in respect of the above matter.

Elwak Municipality experienced prolonged
draught that caused untold human suffering.
The Company, as part of draught mitigation
measure and upon direction from The
Mandera County Executive, exempted the
community, majority of whom live under the
poverty line, from payment for the Financial
Year in question. The County Government
covered fully, all the fuel expenses through
unconditional grant. The relevant
documentation has been attached as ANN EX
L

Not

resolved

July 2025

Included in the staff costs of Kshs.40,285,550 disclosed under
note 10 to the financial statements was an expenditure on
wages for casual workers of Kshs.13,734,350. Review of

The company has a pool of 73 casual
employees from which some are engaged
on need be bases, this is because of

Not

resolved

July 2025
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casuals payroll revealed that there were sevenfy-:c‘hree (73)
casual workers who were engaged for more than three (3)
continuous months contrary to Section 37(1)(a) & (b) of the
Employment Act, 2007 which provides that where a casual
employee works for a period or a number of continuous
working clays which amount in the aggregate to the equivalent
of not less than one month or performs work which cannot
reasonably be expected to be completed within a period or a
number of working days amounting in the aggregate to the
equivalent of three months or more, the contract of service of
the casual employee shall be deemed to be one where wages
are paid monthly. The contracts of the casuals were renewed
after every tlu-ee (3) months.

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

‘limited resources available. The

Company does not have the financial
capacity to employ the casuals on
permanent basis.

During the year under review, the Company estimated its
annual water production at 4,038,858 M? of water. However,
the Company did not have data on volume of water billed to
customers.

In the circumstances, it was not possible to determine the level
of Non-Revenue Water and the operational efficiency of the
Company could not be determined.

The NRW is high because of drop in
billing for services as explained in
previous response. The company also
faces challenges such as vandalism of
piping systems between Falama and
Borehole 11 which is about 30Km apart.
The rate of vandalism is very high as
herders and animals tend to destroy parts
of our pipes hence causing loss of water
in M3. The company has however,
recruited line patrollers on casual basis to
counter the challenge of vandalism.

Not

resolved

July 2025
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According to Note 10 to the financial ctatement tatal ctaff rnat fan
According to Note 10 to the financial statement, total staff cost for

the year under review was Kshs.40,285,550 against total water

revenue of Kshs.1,000,023 for the same period. This implies that | The Managements will seek the approval of Not
10 personnel cost as a percentage of water revenue was 4,028%. the board in retrenching members of the Ived July 2025
In the circumstances, the company exceeded the limit of 40% set by | staffs who are unproductive resotve

Water Services Regulatory Board which may compromise the
sustainability of the Company.

The statement of financial position reflects net book value of
Kshs.78,758,464 for property, plant and equipment as at 30 June,
2023. Included in the balance is an amount in respect of additions
to property, plant and equipment of Kshs.27,672,560 relating to | The company applied to KRA to be a Not
11 installation of submersible pumps and assorted water items. | withholding agent. However, we are yet to
Examination of payment vouchers and other relevant documents | receive an approval and a withholding pin
revealed that payments totalling to Kshs.22,500,000 were | from KRA as of 30th June 2023
made without deducting 6% VAT on supplies and 3% withholding
VAT on payments for works.

In the circumstances, Mana ement was in breach of the law.
e

jSRETOREIE, SO R &

July 2025

resolved

Name Issack Hassan Adan

Ag: Managing Director

Date07/08/2024
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Appendix II: Projects Implemented by the Company
Projects

Projects implemented by the Company Funded by development partners.

1.Elwak- UPC 8TH WSTF July 2023 100% YES YES
Falama 8 to

UPC Water December

project 2024

Status of Projects completion

Elwak- 4,233,599 | 3,333,599.25 || 100% 5,000,000 4 4,233,599

Falama
UPC
project

WSTF
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Appendix Ill- Inter-Entity Confirmation Letter

Name of Transferring entity: County Government of Mandera

Name of Beneficiary entity: Elwak Water and Sewerage Company Ltd

Reference |Date Disbursed

Total

cterens Recurrent (A) Development (B) (C)=(A+B) Remarks
1 13.09.2023 10,000,000
2 06.10.2023 15,000,000
5 15.11.2023 1,300,000
31.01.2024 15,000,000
06.05.2024 10,000,000
28.06.2024 14,500,000
TOTAL 65,800,000

I confirm that the amounts shown above are correct as of the date indicated.

Head of Accounts Department - County Government of Mandera

(| l)lll"l: o0

|
— e

Name Hassan Abdow Mohamed  Sign .../ ... Date 12.08.2024

Head of Accounts Department - Elwak Water and Sewerage Company Limited

Name Amir Hussein Adan Sign ... [ ] ————z:__ ..., Date...12.08.2024
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Appendix IV. Recording of Transfers from Other Government Entities

County Treasury 13.9.2023
ReculTent 10,000,000 0 0 0 10,000,000
County Treasury 6.10.2023 RecmTent 15,000,000 0 0 0 15,000,000
County Treasury 15.11.2023  RecrnTent 1,300,000 0 0 0 1,300,000
County Treasury 30.01.2024  ReculTent 15,000,000 0 0 0 15,000,000
County Treasury 06.05.2024  ReculTent 10,000,000 0 0 0 10,000,000
County Treasury 3.07.2024  Recurrent 14,500,000 14,500,000
WSTF 29.12.2023  Development 3,333.599 0 3,333,599 0 0 0 3,333,599
TOTAL 69,133,599.25 69,133,599.25
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