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PREAMBLE

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

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

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

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

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

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

Qualified Opinion

| have audited the accompanying financial statements of Amatsi Water Services
Company Limited set out on pages 1 to 34, which comprise of the statement of financial
position as at 30 June, 2024, and the statement of profit or loss and other comprehensive
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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 Amatsi Water Services 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 (Accrual Basis), Companies
Act, 2015, Water Act, 2016 and the Public Finance Management Act, 2012.

Basis for Qualified Opinion

1. Inaccuracies of the Financial Statements
Review of the financial statements submitted for audit revealed the following inaccuracies:

i. The statement of cash flows reflects net cash from operating activities of
Kshs.12,529,540. However, recast of the statement confirms negative outflow
amount of Kshs.21,089,507, resulting to an unexplained variance of Kshs.
33,619,047,. The casting error has resulted to an inaccurate bank and cash balance
of Kshs.2,495,078.

ii. The statement of changes in equity reflects retained earnings balance of
Kshs.31,550,761 as at 30 June 2024. However, recasting the accuracy of the
statement revealed a balance of Kshs.6,985,877 resulting to an unexplained and
unreconciled variance of Kshs.24,564,884. Further, the casting error has resulted to
an inaccurate capital and reserves balance of Kshs.59,781,784 in the statement of
financial position.

iii. The statement of financial position reflects ordinary share capital balance of
Kshs.129,400 which is at variance with the explanatory note balance of Kshs.29,400
resulting to an unexplained variance of Kshs.100,000.

In the circumstances, the accuracy and completeness of the financial statements for the
year ended 30 June, 2024 could not be confirmed.

2. Inconsistencies in Explanatory Notes

Review of the financial statements revealed inconsistencies between the numbering of
notes under components in various financial statements and the disclosures under the
notes to the financial statements as tabulated below:
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Note as Per

Financial | Explanatory
Component Statements Notes
Other gains/(losses) 10 9
Staff Costs 11 10
General and Operations expenses 12 11
Board Expenses 13 12
Maintenance Expenses 14 13
Depreciation and Amortization expenses 15 14
Property, plant and equipment 20 15
Intangible assets 21 16
Inventories 28 17
Trade and receivable 29 18
Bank and cash balances 32 19
Ordinary share capital 33 20
Capital development fund 35 -
Retained earnings 36 -
Provisions 40 24
Trade and other payables 42 25
Refundable deposits and Prepayments 43 26
Deferred income 44 -

Further, the statement of cash flows was prepared using indirect method. However, the
statement has not been referenced with notes to the financial statements.

In the circumstances, the financial statements have not been presented in compliance
with the requirements of the reporting template issued by Public Sector Accounting
Standards Board (PSAB).

3. Variances in the Statement of Comparison of Budget and Actual Amounts

The statement of profit or loss and other comprehensive income reflects total revenue of
Kshs.103,332,589. However, the statement of comparison of budget and actual amounts
reflects total actual revenue of Kshs.98,442,797, resulting to a variance of
Kshs.4,889,792. Similarly, the statement of profit or loss and other comprehensive
income total expenses of Kshs.121,313,865 was at variance with the actual expenses
reflected in the statement of comparison of budget and actual amounts of
Kshs.101,301,597 resulting to a variance of Kshs.101,301,597.

In the circumstances, the accuracy of the financial statements could not be confirmed.

4. Unsupported Prior Year Adjustments

The statement of cash flows reflects a prior year adjustment of Kshs.3,751,839. However,
the prior year adjustment does not have an elaborate note describing what the amount
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relates to. Further, the adjustment was not supported by journals, requisite documents
and records to justify amendments. This was contrary to Regulation Section 149(1) the
Public Finance Management Act, 2012 states that an accounting officer is accountable to
the county assembly for ensuring that the resources of the entity for which the officer is
designated are used in a way that is lawful and authorized and shall ensure that the entity
keeps financial and accounting records that comply with this Act.

In the circumstances, the accuracy and completeness of prior year adjustments of
Kshs.3,751,839 could not be confirmed.

5. Grants Income

The statement of profit or loss and other comprehensive income and as disclosed in Note
7 to the financial statements reflects grant income of Kshs.34,992,398 which comprise of
Kshs.28,693,104 and Kshs.6,299,294 in respect of operational grants from government
entities and recurrent grants from other agencies respectively. Review of the supporting
documents provided revealed that the grants from the county government were electricity
bill payments made on behalf of the company. However, the following anomalies were
observed:

i. Review of the electricity costs statement of account indicated bills worth
Kshs.5,610,352 were not disclosed as grant income which resulted to understated
income;

ii.  Management did not provide the memorandum of understanding between the
County Government of Vihiga and Amatsi Water Company detailing the terms of
offsetting the electricity costs; and

ii.  Further, the statement reflects grant income of Kshs.34,992,398 which is at
variance with the Kenya Power customer statements amount of Kshs.36,835,225
resulting in an unexplained variance of Kshs.1,842,827.

In the circumstances, the accuracy and completeness of grant income of
Kshs.34,992,398 could not be confirmed.

6. Unsupported Compensation of Employees Expenditure

The statement of profit or loss and other comprehensive income reflects staff costs of
Kshs.44,285,059 as disclosed in Note 10 to the financial statements. The expenses
include employees contribution to pension and gratuity provisions of Kshs.2,518,459.
However, the schedules to support the balances were not provided for review.

In the circumstances, the accuracy and completeness of the staff costs of
Kshs.44,285, 059 incurred could not be confirmed.

7. Unreconciled Trade Receivables

The statement of financial position reflects an amount of Kshs.117,626,744 for trade
receivables and as disclosed in note 18 to the financial statement. However, the
recovered trade receivables of Kshs.6,531,221 as disclosed under Note 18b on
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reconciliation of receivables was at variance with the decrease in trade receivables in the
statement of cashflow of Kshs.323,323 resulting to a variance of Kshs.6,207,898. Further,
trade receivables ageing analysis provided for audit reflected a total of Kshs.26,426,644
which was at variance with the disclosed balance of Kshs.6,531,221 under Note 18b
hence understatement of Kshs.19,895,423.

In the circumstances, the accuracy and completeness of trade receivables of
Kshs.117,626,744 could not be confirmed.

8. Receivables with Debit Balances

The statement of financial position and as disclosed in Note 18 to the financial statements
reflects trade and other receivables balance of Kshs.117,626,744. Review of records
provided by Management revealed that debtors in respect of 595 customers of
Kshs.2,647,820 with debit balances in the ledger that should ideally be classified under
payables or differed liability. It is not clear and Management has not explained why these
debit balances are yet to be cleared and/or reconciled. The offsetting of these direct debit
is contrary to IAS 32.42, which states that an entity shall not offset assets and liabilities
or income and expenses.

In the circumstances, the accuracy and completeness of the trade receivables could not
be confirmed.

9. Long Outstanding Trade Receivables

The statement of financial position and as disclosed in Note 18 to the financial statements
reflects trade and other receivables balance of Kshs.117,626,744. Included in this
balance is trade receivables balances totalling to Kshs.91,964,100 or 78% of the total
trade receivables that was outstanding for more than three sixty-five (365) days.
Management did not provide documentary evidence in form of correspondences with the
customers indicating efforts made to recover the outstanding amounts from the debtors.
This was contrary to Regulation 83 (1) and 2) (g) of the of the Public Finance Management
(County Government) Regulations 2015 which states that for purposes of this regulation,
sound cash management. includes-pursuing debtors with appropriate sensitivity and
rigour to ensure that amounts receivable by the county government are collected and

banked promptly.

Further, the Company did not maintain an updated receivables' ledger that reflects
opening balances, amount accrued during the year, payments received and balance
carried forward.

In the circumstances, the accuracy and recoverability of trade receivables balance of
Kshs.117,626,744 could not be confirmed.

10.Unsupported Bank Balances

The statement of financial position reflects bank and cash balance of Kshs.2,495,078 as
disclosed in Note 19 to the financial statements. The amount relates to balances held in
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seven (7) bank accounts operated by Company during the year under review. However,
three (3) accounts balance of Kshs.1,029,846 held in respect of Water Bowser,
Cooperative Bank and 8th call UPC Jeptulu were not supported with bank certificates and
bank reconciliation statements were not provided for audit.

In the circumstances, the accuracy and completeness of the cash and cash equivalents
balance of Kshs.2,495,078 could not be confirmed.

11.Unsupported Refundable Deposits

The statement of financial position reflects refundable deposits and prepayments balance
of Kshs.14,179,462. However, the comparative (opening) balance as disclosed in Note
26 to the financial statements reflects Kshs.13,895,388. It is not clear and Management
has not explained the increase of Kshs.284,074 of customers’ deposits. Further, the bank
statement reflects an opening balance of Kshs.192,508 which is at variance with
customer's deposits of Kshs.13,895, resulting to an unreconciled variance of
Kshs.13,702,880. Similarly, the balance as at 30 June, 2024 of Kshs.14,179,462 is at
variance with bank statement balance of Kshs.441,595, resulting to a variance of
Kshs.13,737,867. Review of the deposits account bank statement revealed withdrawals
of Kshs.710,000 in respect to salary payments and water fund. However, there was no
authorization for the inter-account transfers contrary to Regulation 47(1)(e) of the Public
Finance Management (County Government) Regulations, 2015 which states that
allocations earmarked by the County Treasury for a specific purpose may not be used for
other purposes, except with treasury’s approval. No evidence of refund of the withdrawals
was provided for audit review.

In addition, review of the revised financial statements indicated that refundable deposits
and prepayments of Kshs.14,179,462 were revised from Kshs.4,378,679 as earlier
reported. This has resulted in an unreconciled variance of Kshs.9,800,783. However, the
adjustments have not been supported by approved journal entries with sufficient
explanation and verifiable supporting schedules.

In the circumstances, the accuracy, validity and completeness of refundable deposits and
prepayments balance of Kshs.14,179 462 as at 30 June, 2024 could not be confirmed.

12.Long Outstanding Payables

The statement of financial position and Note 25 the financial statements reflects trade
and other payables balance of Kshs.81,116,650. Review of documents provided for audit,
revealed that payables totalling Kshs.18,555,945 have remained outstanding for more
than three years without settlement. The Management did not explain why the pending
amounts were not treated as first charge during the 2023/2024 financial year. This was
contrary to The National Treasury Circular No.10/2020 dated 16 June, 2020 on
prioritization of pending bills.

In the circumstances, Management was in breach of The National Treasury circular.
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13.Non-Revenue Water

Review of Technical report provided for audit revealed that the Company produced
1,977,435 cubic meters of water during the year, out of which 1,332,958.7 cubic meters
was billed to its customers for Kshs.74,381,800. The balance of 644,476.3 cubic meters
(33%) represents non-revenue Water (UFW) which is 8% percentage points above the
allowable threshold of 25% set by the Water Service Regulatory Board (WASREB).
Further, monthly billing reports generated from the billing system, Majisoft reflected actual
water bill of 735,759 cubic meters (at Kshs.60,109,390) which is at variance with the
Technical Report billing of 1,977,435 cubic meters resulting to an unexplained variance
of 1,241,676 (63%) representing non-revenue water which is above the allowable level of
25% set by WASREB. It is not clear and management did not explain the huge variances
between the system report and the technical committee report.

The significant level of Non-Revenue Water is an indication of inefficiency and
ineffectiveness in the use of public and water resources, which may negatively impact on
the Company's profitability and its going concern.

The audit was conducted in accordance with International Standards for Supreme Audit
Institutions (ISSAls). | am independent of the Amatsi Water Services 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
Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects final revenue budget
and actual amount on comparable basis of Kshs.162,261,581 and Kshs.98,442 797
respectively, resulting to under-collection of Kshs.63,818,784 or 39% of the budget.
Similarly, the Company spent an amount of Kshs.101,301,597 against budgeted
expenditure of Kshs.211,214,250 resulting in under performance of Kshs.111,060,479 or
55% of the budgeted expenditures.

Review of the budget revealed that general and operation expenses had a final budget of
Kshs.14,670,000 against actual expenditure of Kshs.43,471,546 leading to an over
expenditure of Kshs.28,801,546 which was not explained nor accounted for. This is non-

compliance with the budget.

The underfunding and under performance affected the planned activities and may have
impacted negatively on service delivery to the public.

My opinion is not modified in respect of this matter.
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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 matter described in the
Basis for Qualified Opinion section, | have determined that there are no other key audit
matters to communicate in my report.

Other Matter

1. Non-Compliance with Affirmative Action on Gender, Ethnicity and Regional
Distribution

Review of the payroll records for the month of June, 2024 revealed that the Company had
a workforce of 72, out of whom 70 were members of the dominant community. This
represents 97% of the total workforce contrary to Section 7(1) and (2) of the National
Cohesion and Integration Act, 2008 that requires public establishment to seek to
represent the diversity of the people of Kenya in employment of staff.

In the circumstances, Management was in breach of the law.
2.0. Prior Year Matters

2.1. Land Without Ownership Documents

As previously reported, audit inspection carried out on Jeptulu Water Project revealed
that the water tank is situated in a private land which the Management does not have
ownership documents. In addition, no explanations were provided as to why the land
transfer process had not been initiated.

2.2. Lack of a Risk Management Policy

As previously reported, Management did not provide evidence of the existence of a Risk
Management Policy to guide on management of risk assessment and formulation of risk
mitigation strategies. This was contrary to the Regulation 158(1) (a) and (b) of the Public
Finance Management (County Governments) Regulations, 2015 that requires accounting
officer to develop risk management strategies, which include fraud prevention
mechanisms, and internal control that builds robust business operation.

In the circumstances, the effectiveness of risk management could not be confirmed.
Other Information

The Management is responsible for the other information set out on page iii to xx which
comprise of the Key Entity Information, The Board of Directors, Key Management Team,
Chairman’s Statement, Report of the Managing Director, Corporate Governance
Statement, Management Discussion and Analysis, Environmental and Sustainability
Reporting, Report of the Directors, Statement of Directors Responsibilities, Statement of
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Performance Against Predetermined Objectives). 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. | have nothing to report in this regard.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN THE USE OF PUBLIC
RESOURCES

Conclusion

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

Basis for Conclusion
1. Unauthorized Expenditure

Note 11 to the financial statements reflects general and operating expenses of
Kshs.63,951,837 which includes consultancy expense and fuel, oil and lubricants of
Kshs.670,800 and Kshs.1,489,674 respectively. However, the approved budget for the
two items are Kshs.1,200,000 and Kshs.510,000 resulting to aggregated over
expenditure of Kshs.450,474. This is contrary to Section 45(3)(a) of the Public
Procurement and Asset Disposal Act, 2015 which requires that all procurement processes
be within the approved budget of the procuring entity and be planned by the procuring
entity concerned through an annual procurement plan.

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

2. Employees Acting Capacity Beyond Stipulated Period

Review of the human resource records provided revealed that Management paid
Kshs.471,436 as acting allowances to two (2) members of staff who have been in acting
positions for more than six (6) months. This was in contravention of paragraph C.14(1) of
the Human Resource Policies and Procedures Manual for the Public Service, 2016 which
requires that when an officer is eligible for appointment to a higher post and is called upon
to act in that post pending advertisement of the post, he is eligible for payment of acting
allowance at the rate of twenty percent (20%) of his substantive basic salary and that
acting allowance will not be payable to an officer for more than six (6) months.
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3. Non-Remittance of Gratuity

The statement of financial position and Note 25 to the financial statements reflects trade
and other payables balance of Kshs.82,527,010 which includes staff payables of
Kshs.26,208,870 in respect to statutory deductions as shown below:

Description Amount
Gratuity 2,698,486
NSSF 7,891,681
PAYE 1,820,886
Staff Pension Contribution 4,519,096
Staff Salary 9,278,721
Total 26,208,870

However, Management did not provide a plausible explanation as to why there was
delayed deductions and remittances of statutory obligations which continue to attract
penalties. The non-remittance was contrary to Section 19(4) of the Employment Act, 2007
which provides that, 'an employer who deducts an amount from an employee's
remuneration shall pay the amount so deducted in accordance with the time period and
other requirements specified in the law, agreement, court order or arbitration as the case
may be’.

In the circumstances, Management was in breach of the law.
4. Unsupported Procurement of Motor Cycles

The statement of financial position and disclosure Note 15 to the financial statements
reflects property, plant and equipment balance of Kshs.22 445 386. The cost of the assets
included additions of motor cycles of Kshs.1,036,107 procured during the year under
review. However, copies of logbooks to confirm registration and ownership of the motor
cycles were also not provided for audit. Further, review of the payment voucher and
supporting documents revealed anomalies as follows;

I.  Management did not provide evidence to confirm that the Head of Supply Chain
Management issued a Professional Opinion and that the same was approved by the
accounting officer as required before the extension award on hotel and
accommodation services.

ii.  No evidence was provided to confirm that the Management undertook market survey
reports in accordance with Regulation 90(1) (c)(ii) of the Public Procurement and
Asset Disposal Regulations, 2020 which states that an accounting officer shall not
enter into a contract under Section 104 of the Act unless it is satisfied that the offer
is at the prevailing real market price.

iii.  Similarly, there were no copies of logbooks as confirmation of registration and
ownership of two Toyota double cabin registration no. KBM 125H and KBG 907C.
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In the circumstances, Management was in breach of the law.
5. Cash Procurements Beyond Allowable Limit

The statement of profit or loss and other comprehensive income reflects general and
operational and maintenance expenses of Kshs.63,951,837 and Kshs.9,269,502
respectively which, as disclosed in Note 7 and 13 to the financial statements includes
expenses made through imprests amounting to Kshs.936,474. Further, the fuel, oil and
lubricants of Kshs.1,489,674 was purchased using cash and exceeded the threshold for
cash purchases or low value procurement set at a maximum of Kshs.50,000. This was
contrary to Section 107(a) of the Public Procurement and Disposal Act, 2015 which states
that a procuring entity may use a low-value procurement procedure if the entity is
procuring low-value items which are not procured on a regular or frequent basis and are
not covered in framework agreement; maximum level of expenditure under this method
is Kshs.50,000 and Kshs.100,000 for goods and services respectively per financial year.

In the circumstances, Management was therefore 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.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1)(a) of the Public Audit Act, 2015, based on the audit
procedures performed, except for the effect of the matters described in the Basis for
Conclusion on Effectiveness of 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

1. Partial Integration of Revenue System

The statement of profit or loss and other comprehensive income reflect operating revenue
of Kshs.66,312,291. Review of the internal controls in respect to revenue revealed that
there was partial integration between the billing system and the payment system where
only Mpesa transactions could be traced to the system. Bank payments were manually
reconciled between the billing report and payments report for individual customers in
order to determine their outstanding balances, which may be prone to errors. In addition,
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the management failed to maintain individual customer ledgers to show the opening
balances, amount invoiced, amount paid and the outstanding balances.

In the circumstances, Management cannot guarantee the integrity and reliability of the
revenue automation system.

2. Failure To Maintain Water Meters Register

Review of the billing records indicated that out of the company's 11,532 customer base,
5,848 water meters were indicated as inactive as at the end of the year. However,
Management did not maintain a physical stock register of the meters to show returned to
store, re-issued or held in store of the meters after disconnection/termination contrary to
Regulation 136(1) of the Public Finance Management (County Governments)
Regulations, 2015. The dormant account meters would have generated an estimated re-
connection fee of Kshs.5,848,000 based on the re-connection charges of Kshs.1,000 per
meter which exposes company to revenue losses.

In the circumstances, Management has not instituted proper mechanisms to safeguard
the Company's assets.

3. Lack of Updated and Complete Asset Register

The statement of financial position and Note 15 to the financial statements reflects
property, plant and equipment balance of Kshs.22,445,386. However, review of the
assets register revealed that the listing excludes computers and related equipment and
fifteen (15) new mobile meter reading phones of Kshs.Kshs.108,00 and Kshs.293,265
procured during the year. Further, the assets register provided indicated that not all field
were updated especially identification number of the asset, location of the asset,
insurance certificate number of the insurable assets, cost of each item of asset,
depreciation rate, accumulated depreciation, depreciation charge for the year and book
value of the asset. This was contrary to Regulation 136(1) of the Public Finance
Management (County Governments) Regulation, 2015 which requires the Accounting
Officer to be responsible for maintaining a register of assets under his or her control or
possession.

In the circumstances, the internal controls on assets recording and reporting were not
effective.

4. Lack of IT steering Committee

Review of the Company's information technology systems revealed that although the
Company have an approved ICT Policy for governance, there is no ICT steering
committee in place to assist in the development of ICT policy framework to enable the
Management realize long-term ICT strategic goals. Lack of ICT steering committee which
is contrary to Section 6.2 of the IT Governance Standard by the ICT Authority on ICT
Governance direct that all Ministries, County, Departments and Agencies shall establish
an IT Steering Committee to define the IT mission and goals aligned with the strategic
direction of the organization, to authorize and direct the development of the services and
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operation plans. Further, review of IT systems revealed that the billing system, Majisoft
has a clause maintenance as per the contract. The contract indicates that the service
support includes data hosting and backups, system support and maintenance, mobile
app support and payment for APl support. However, the Management did not provide a
valid and signed contract agreement with the vendor contrary to Section 68 (2)(d) of the
Public Finance Act of 2012 which requires that the accounting officer ensure that all
contracts entered into by the entity are lawful and are complied with.

In the circumstances, the existence of effective measures to deal with risks and business
continuity and disaster recovery could not be confirmed.

The audit was conducted in accordance with ISSAls 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

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

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

ii.  The information given in the Directors’ report on pages ii to xix is consistent with
the financial statements; and

ii. The auditable part of the Directors' remuneration report on pages ...... (s PP has
been properly prepared in accordance with the Companies Act, 2015.

iv.  The Project’s financial statements are in agreement with the accounting records
and returns.

Responsibilities of the Management and Board of Directors

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

In preparing the financial statements, Management is responsible for assessing the
Company’s ability to continue as a going concern, disclosing, as applicable, matters
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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.

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 (ISSAls). 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
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.
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Detailed description of my responsibilities for the audit is located at the Office of the
Auditor-General's website at: https://www.oagkenya.go.ke/auditor-generals-
responsibilities-for-audit/. This description forms part of my auditor’s report.

FCP%CBS

AUDITOR-GENERAL

Nairobi

27 December, 2024
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