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2 INFORMATION

rmation

lished by the Water Act of 2016 as an agent of the County Government of Machakos to

d sewerage services within Kangundo and Matungulu sub counties. The County

appointed a Board of Directors who are responsible tbr the general policy and strategic

tlty

vity of the entity is to provide water and sewerage services within its jurisdiction

served the entity during the year were as follows
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D OF DIRI]CI'ORS

KANGT'NDO WATER AND SEWERAGE COMPANY LIMITED
and Financial Statements

A 3th 20
Mr. Samuel Kalumo Muneene chairs the board of the company
and rcpresents hxincss commrmrty.

ACTING CIIAIRMAN(BOD)
Academic Qualification : EACE
Professional Qualification: Educational officer
Age : 68 years

Academic Qualification : Bachelor of Laws
Professional Qualification: Lawyer
Age : 34 years

MAGDALENE EMMA. NTHENGE apoointed l3e seI'l2021
Mss Emma M. Mwanzia is a director of ttre company and chairs
the Financial committee. She represents community organizations.
Academic Qualification : Olevel
Professional Qualification: Secretary
Age :60 years

J. THE 8O

A

a,

EDNA M Mwaruia Aupointed l3Seotember 2021
Mrs. Magdalene E. Nthenge is a direclor of the company. She
chairs Technical committee of the company and represetrts women
organizations.
Academic Qualification : Olevel
Professional Qualification: Farmer
Age : 59 years

v

CATHERINE MUTTIKU Appointed l3september 2021

Miss Catherine Mutuku is a director of the company and chairs the
audit committee of the company.
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MARGARET MUNYIVA MULI
Mrs. Margaret Munyiva Muli is the Ag. Managing Director and
the secretary to the Board of Directors. She holds a Dploma in
water Engineering from Kenya Water institute.

Appointed: 22 J:ldy 2023

-

Mrs. Agnes Muteti is the Managing Dtector and the sccretary to
the Board of Directors. She holds a certificate in water suply
from Kenya Water institute.

AGNES K. MUTETI

Left : 30 June 2023
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Date of Birth:1968

MANAGING DIRECTOR

Agnes Muteti is the Mauaging Director and is in charge of lhe
day to day operations of the company and also head of
commercial department. She holds a certificate in Water
S from the Ken a Water Institute

MARGARETMUNYIVAMULI
Mrs. Margaret Munyiva Muli is the Ag. Managing Director and
the secretary to the Board of Drectors. She holds a Dploma in
waler Engineering from Kenya Waler institute.

Appointed: 22 Jtuly 2023

I
Patick Kimiti is the manager in charge of Technical
Operations within the compurny. He holds a certificate in Waler
Supply from the Kenya Water lnstitute.

TECHMCAL MANAGER

Anthony Muema is the company's accountant in charge of the
finance department. He holds a Bachelor of commerce (Finance

Option) degree from KCA University and is a Certified hrblic
Accountanl of Kenya (CPA K).

ANTHONYMI-IEMA

ACCOT]NTANT

I

vli

.I. KEY NI.\NT\GENIENT TE.\IVI

\
AGNES MUTETI

PATRICK KIMIT]

Date of Birth: 1969

Date of Birth:1982
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S STATEMENT

God to give me this golden opportunity to give out the report of Matungulu Kangundo Water and

limited as at the year ended 30 June 2023

pany started in 2008 by the then wattr olIrcer Mr. Nicholas Mageto. The water Managernent was

him by the Kangundo urban council. The company popularly known as MAKAWASCO comprises of
cs/Stations namely; Nguhmi, Tala md Kmgundo.

was handed over with a lot of challenges which has kept on manifesting themsslves for quite a

hich so far we have managed to change

labour

paid workers and therefore unmotivated to perform better

rmorganiztd water management systcms

dihpidated pipes

pipes network sketch maps

connectlons

d challenges that existed durhg the initial stages were very many. However, I am proud and pleased

confidence that I can see light at the end of the humel because there is a lor of irrprovement in

Personnel

re moderately motivated

management team in place

connections almost dealt with completely

with better remuneration

I am thankful to the organizations which have come very handy to ow rescu€ in terms of the company

narnely; Machakos Cormty Govemment md Watcr Sector Trust Fwrd who have tirelessly

new pipes network that have led to minimized Non-revenue water.

thank all our esteemed water customers rrd the rest of stakeholders for being on our side on this long

inception of the company in 2008.Your challenges, opinion md assistmce has taken us this far

limit; we shall never rest rmtil errery customer/bouse.hold gets wat€r'regrdless of the distmce one is

source.

agarn and hope that you will give your help where it is most needed to make MAKAWASCO the

in this region.

Katumo
of Directu

feel honored

ls yorm8

ong time and

lisr of t}te

annotmce

erms of-

I must say

assisted in

Finally, let
ourn€v slnce

The sky is
from the wa

Thank you

Regards,

Chairmn,

U

Poor

Lack
Ilt

I

a

a

t

I

water

Ille
w

Samuel

water

water

a)

b)
c)
d)
e)

0

old
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6. R}]PORT Otr THE MANAGING DIRECTOR

It is my pleasure to present to you MatLlngulu Kangundo water and sewerage colnpany management report

tbrthe year en&cl June 30 2023.The Company is mandated to provide water services within Matungultt

and Kangunclo sub counties to a coverage area of approximately 924km2 targeting a current estirnated

population of 234,388 people.

Water is a key driver of social ancl economic development aud over the years, supply of reliable and

al'fordable water to orlr customers, in-rprovement of customer service and acceleration of water access to the

public remains at the centre stage of our operations.

Notably, between 2008 and ltne2023, the company had connected 1595 customers. With a view to taking

services to our customers and improving efficiency, the company created customer care services (Offices)

throughogt its tluee service areas. In our operation we continue to be guided by our mission of sustaining

etllcient, effective. save and affordable water services to the community for bettering their lives.

Most of the people live in areas with unsafe and unreliable water services with limited access to legal

connections. The company has therefore been exploring and implementing sustainable innovations to

provide quality, reliable and affordable water to those areas in partnership with the water seryices trust

tund. Machakos County Government and internally generated funds. This far the company has constructed

18 water Kiosks/stand pipes throughout its service area to ensure water is available to all'

We continue to implement programs aimed at improving our service delivery, efficiency and customer

convenience in line with our vision 'To be the best water service provider in the region' by providing

quality services that delights our customers. The company is continuously exploring for ways to improve

customer convenience in the payment of water services through use of KCB pay bill (Mpesa) and bill

paynlent through Kenya commercial Bank.

Challenges facod during the reporting period

1. High cost of pumping ( Power bills)

2. I Vandalism df water infrastructurestil
3. I Water theft lltI
+. 

I 
Innation 1H{gh cost of materials)

s. 
I 
lnsurncient 

lfources 
resulting to water rationing

O. 
I 
Oitaniaated 

finfrastructures 
contributing to non-revenue water

z. I ffign non-."]f,"nr" water contributed by vandalism, theft and dilapidated pipelines among others

unte.t"t lng, alf.iog the reporting period

tx
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lhe company hold several barazas to sensitize community and address the issue of vandalism and water

theft.

Thc conrpany wrc lunclecl by water sector trLlst fund under the Urban Project Concept (UPC 8tl'call) after

subn:nitting a proposal to extend a lOkm pipeline from Kangundo (Kwa Akamba market) to Syanthi market.

1'lre conrpar.ry managed to reduce the non-revenue water tiom the previotts 48%o to 37Yo

Through the support ofwater sector trust fund under conditional liquidity support grant during the covidl9

period. the company did a 3km pipeline extension in Nguluni and several cllstomers were able to get

sr.rtficient supply,

The company managed to apply tbr water service provision license from water services reglllatory board

(WASREB) and also applied tbr review of its tariff which all went through and awaiting approval by

Wasreb.

Fulure PIans

l) Solarizationofthe boreholes

2) Procuremenl of a billing and accounting software

3) Reduction ofnon-revenue water from 37%o lo 350A

4) Rehabilitation of the dilapidated pipelines

5) Complete overhaul of Ndovoini B retum pipe and rerouting of all the pipelines passing through

homesteads

6) Installation 0f zone meters to help establish specific areas water is lost

Way forward, wp will continue reaching out and engaging all our stakeholders especially the community

within our area of coverage mainly in conserving our soruces of water and infrastructure. We also look

tbrward to more collaboration and support from the two levels of Government, development partners, and

other institutions in the sector.

Finally, I wish t
To our esteeme

appreciate our stakeholders and corporate partners for the solid commitment and support.

customers, we thank you for your loyalty and support. It is through the hard work and

f the MAKAWASCO team that we are now able together with our stakeholders to mark

made during the year. Therefore, to the management and staff of MAKAWASCO, let us

, to the Board; I thank you for your guidance and leadership

ed effort
ievement
ls mome

Mafgaret Muli

'+\Ab^,'
Ag.Managing Director

Lr
X
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7. STA'TEMENT OF PERFORMANCE AGAINST PREDETERMINED OBJECTIVES FOR TTIE YEAR

2023t2022

Matungulg Kangunclo water and Sewerage Company limited operates under Five (5) strategic pillars and

objectives for tho year 201812019 and202l12023.These pillars are as follows;

Pillar l: Operational Etficiency and Aflbrdability of water services

Pillar 2: Asset maintenance fbr continttons service delivery

Pillar 3 : Financial Sustainability

Pillar 4: Water infrastructure development

Pillar 5: Effectivc Corporate Goveruance

Malungulg Kangunclo water and sewerage company limited develops its annual work plan based on the

above 5 key pillars. Assessment of the board's performance against its arurual work plan is done on a

quarterly basis. Matungulu Kangundo water and sewerage co. Limited achieved its performance targets for

the finance year 202312022 as per the table below;

Strategic Pillar

Operational
Efficiency
Affordability
Water Services

Effective
Corporate
Governance

and

of

Objective Key perfonlance
indicator

Activities Achievements

Reduced customer
complaints

Carry out customer
satisfaction survey
and also ensuring
that repairs are

done at the right
time

Power bills
other repair
settled in time

and
COSTS

Provide water and
Sanitation Services

Increase water and
Sanitation
coverage

Drilling Boreholes,
Extension of
Pipeline and
Construction of
Sanitation facilities

Extension of
pipeline in Nguluni
area for 3300m.

Board of Directors
adhere to the board
meeting schedules
and pass important
resolutions in time

Board Meetings
held as per

schedule.

Four board
meetings were held
during the year and
key resolutions
passed.

xt

Constant supply of
portable water that
meets the
expectations of our
customers

Water
Infrastructure
Development

Four board
Meetings in every
quarter.
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8. CORPORATE GOVERNANCE STATEMENT

Tho board of Directors actively shapes the company's rnission and the strategic direction. The board has set ottt clear

agencla to ensure its overall control of the cornpany's aflairs. The responsibilities and lilnitations ofthe directors are

prirnarily set ogt in the articles o[ association of the conrpany attcl corporate governance guidelines by the sector

regu lator.

-l'he 
boarcl is responsible for policy fornrulation, approval of utilization of the company funds, admirristration of the

corapany and protection ofthe property and assets of the company'

'fhe executive tnanagement courrtrittee chaired by the rnanaging Director cotnprises head of departrnents and sections

repoding directly to the Managing Director. The comnrittee rneets at least once per month to review perfortnance aud

to consider policy arrd business issues including strategic measures while also reviewing papers before they are

tabled before the Board for consideration and approvals.

The irrclepenclencq ofthe Board from the cornpany's corporate management is ensured by separation of the functions

of lhe chairnral ancl Managing Director and a clear clefinition of their responsibilities. The chairman is primarily

responsible for provicling leadership of the Board of Directors while the Managing Director is responsible for the day

to day managernent of the cornpany. This helps in achieving an appropriate balance of authority, increased

acoountability and improved capacity for decision making.

Board of Directors

on a quafterly baris the Board of Directors considers tnanagernellt repofts from the managing Director, Mauagement

acoounts, and reports of each Board committee, specific proposals for capital expenditure and acquisition as well as

strategic planning for the company. The Board meets at least once per quarter. The calendar of meetings is prepared

annually and apprcved in advance.

Cunmittees of the Board

The Board oversces the molitoring system and has set specific respons ibilities for itself and its comnrittees Board

coormittees have been established with formal written terms of reference and observe the rules of conduct and

procedures of the Board.

The Board committees are constituted by the Board which sets out the responsibilities delegated by the Board to the

comrnittee and tlre committee's structure and operation. The role of the committee is to operate within the terms of

its chafter and to make recommendations to the Board for approval or ratification. The committee may determine on

behalf of the Boatd certain matters with prior approval of the Board'

xii
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Committee
ittee deals with strategic planning, operations and technical issues. lts responsibilities include

re develOprnerrt, reviewirrg and evaluating of water service standards and ensttring servtce

and effectiveness, monitoring ancl evaluatilg performance of both the service provision agleement

ance contract. This cornnrittee is chaired by Miss Edna M' Mwanzia

d Administration Comlnittee
ittee cleals with financial, recruittneut and administrative issues of the company lts

lt ies inclucle reviewing ancl evaluation of perfortnance of the approved recurrent budget, opening

of bank accounts, financial performance and sustainability of the company, facilitate for the

of tariff and related charges for water services and all staff matters. The committee is chaired by

alene Emma Nthenge

nrittee
ittee deals with cornp liauce issues. Its responsibilities include examining and assessing the

ss of the itrternal contro l, evaluate internal audit prograrns, carry out special audits, receive and

dit reports, verify the compauy's assets and liabitities and adopt a proactive risk based approach

audit systems. This comrnittee is chaired by Miss Catherine Mutuku

l. 'fechnic

l-he corn

intiastruc

eltlcienc

2. Finance

lesponsib

and clos

applicati

Miss. M

3. Autlit C

effective
consider

to intern

and the

The co

The c

xiii
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IIIENT DISCUSSIONS AND AN.\LYSIS

water and Sewerage Company limited provides water and sanitation services to
Kangundo sub counties. The company engages with developmenl partners and local

ensure it fulfills its mandatc. The company's operations are sustained by frrnds that are

payments from customers for services rendered and also from its parhers through grants,

donations

the utility managed to produce 155,155M of waler and billed I00,965M of waler
-Revenue water (NRW) of 56,1 90M3 equivalents to 37%.This is ilhrstrated by the table and

Jrm

23
1229t

7,830

4,46t

us Billing (Water Sales)

.Total Production(M3)

rWater Sales(M3)

_6
a,

lll
!Eio

A
3

ll
>lT!L<l(L,o

=

9.lllrlNAG

ommunlty
ollected fr
bsidies

esulting to

below;

gulu

gulu

g the

Y* Jul 2 , Aug
22

Sep
22

Oct
22

Nov
22

Dec
22

Jan

23
Feb
23

Mar
23

May
23

tlondilu.
n(M',

13,36' I 14,467 14,442 12,749 12,528 11,714 I 1,882 14,589 12,49
0

13,482 11,152

Biltne(
I!f,I

9,559 9,412 9,128 8,588 7,032 7,478 7,654 10,412 8,340 8,519 7,013

NRW(}\,f 3.8tO 4,150 4,1395,0s5 5.314 't,161 5,496 4,236 ,1,228 4,tTl

otal on(M')
otal Bill 100 65v{')
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Comparison for FY 20?Jn022 and FY 2W2n02l

r Cost o, sal€s

!Gon€raland
OpGretiofi
Erpenses

r Board Expenses

I Maintanance
Expcnscs

r Cost ol Sales

! Genoral and
Operation
Expcnsls

r Board Erpcnscs

I Mairtenance
Ex penses

Cost Summ:

Cosl Ilem Amount 2022n021 Amount 2021n020
Cosl of sales 355,308 1,505,540
General and, heration expenses 5,744,715 6,847,566
Iloard Expen ;ES r,087,663 1,452,508
Mainten.Trce Expenses 1,548,553 1,369,890
Depreciation Expenses 1,509,788 1,619,411
StaffCosts 7,127,344 7,176,391

xvt
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IO. ENVIROMENTAL AND SUSTAINABILITY REPORTING

Malulggln Kangundo warer ancl Sewerage Company lirnited (Makawasco) exists to transform lives

thr.ough the provision ofquality, atlordable, reliable, portable and sustainable water and sanitation services

to the resiclelts of Matungulu and Kangundo sub counties. This is the purpose; the driving force behind

everything we do. That is what guides us to cleliver on orlr mandate. The following is a brief of our

achievenreuts in delivering our pillars;

Sustainability strategy and profile
MAKAWASCO is committed on providing quality, affordable, reliable, portable and sustainable

water and sanitation services to our customers within our jurisdiction. This will be achieved through

extensio4 of services, sinking of more boreholes, harvesting of rain water and Construction of dams

ancl weils. This will be achieved by collaboration with the National govemment, County

Governrnent of Machakos and donor partners to extend our services to the trnderserved and also

increase our water and sanitation coverage.

t.

ll.

lu.

tv.

Employoe Welfare
Employee hiring is done competitively as all positions are advertised and employment is on merit.

The l/3 gender rule is always put into consideration. Employee hiring also takes in stakeholder

engagement and this helps to improve the company's relationship with the stakeholders. Job

placernent is done on the skills possessed by employees.

Market Place Practices

a) Responsible competitionpractice

The company has put in place to measures to discourage malpractices both within and

outside the organization. In an effort to discourage corruption and other malpractices the

company does not accept cash payments and bill payments are done directly to the bank.

Further to this the company does not engage in political activities though it recognizes

leaders elected by the people as part ofthe stakeholders ofthe entity.

xvI

Environmental Performance
The management believes that the operations of the company has a minimal impact on the

environment; however we acknowledge that there are inevitable environmental impacts associated

with the daily operations. Our aim is to ensLlre we minimize any harmful effects on the environment

as we @ntinue with our operations. This will be attained by partnering with established

elvironmental organizations such as NEMA to guide on developing environmental standards to be

used by the company.
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b) ponsible supply chain and supplier relations

e entity treats its suppliers with impartiality and ensures it has maintained its supply

n. Suppliers are engagecl on competitive bids or quotations and are paid at the right

e

sponsible Marketing and advertisement

company ensures that there is advertisement for its products and services either locally

through tl.re n-redia. This is enhanced through public participation exerclse

d) uct Stewardship

e constitution of Kenya Llncler article 43 1(d) provides for a right to clean, safe water in

quate qr.rantities. The company in compliance with the constitution and customer needs

undertaken to provide clean, safe ancl affordable water to its residents within its

sdiction and in places where it has not covered its operations; it has allowed community

ed organizations to assist in serving those residents.
.l

xv

Corportte social responsibility/Community Engagements

The conpany did not participate in corporate social activities for the year ended 30tl'June 2023.
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I F THE DIRECTORS

bmit their report tbr the year ended June 30. 2023 which show the state of the entity's

ties

ivities of the entity are the provision of water and sewerage servlces

entity for the year ended June 30,2023 are set out on page l-21

company's articles and Memorandum of association, the company does not pay dividends

f the Board of Directors who served during the year are shown on page iv-v. In accordance

59 of the entity's Articles of Association; one director who is the longest serving ts

by rotation, however, all the directors are serving their final term in office.

neral is responsible for the statutory audit of the entity in accordance article 229 of the

tion and public audit act 2015
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IvIATUNGU KANGI.]NDO WATER AND SEWERAGE COMPANY LIMITED
and Financial Statementsual R

For the yer Jrme 30 2023

NT OF DIRECTORS RESPONSIBILITIES FOR YEAR ENDf,D JUNE 30,2023

the public fmance mmagernent Act, 2012 and the Kenya Company's Act 2015; require the Directors

ial statements in respect of that entity, which give a true ancl far view of the state ol affairs of the

of the frrancial year and the operating results of the entity that year. The Directors are also rquired
the cntity keeps proper accounting records which disclose with reasonable accuracy thc finmcial
cntity. The Directors are also respo,nsible fo safeguarding the asses ofthe entity.

respcnsible fcr the preparation and presentation of the entity's i'mancial stat€ments, uhich give a

of the state of affairs for and as at the end of the financral year ended on Jtme 30, 2023.This

ludes

irg adequate frnancial managem€nt arrtrlgem€xrts and ensruing that these continue to be efective
the reporting period

rrg proper accounting records, which disclose wrth reasonable accwacy at any time the finarcial
of the entity;

implementing and maintaining intemal controls relevant to the prepration and fair pres€ntatron

ial statements, whether due to error or fraud,

ding the asses of the entity
md applying aprpropa"iate accounting policies; and

accounting estimates that are reasonable in the crcumstances.

respolrsibility for the enhty's financial statem€rts, which have been prepared using appropiate
ies supported by reasonable and prudert judgments and estimates, in conformity with intemati$al

standards (IFRS), and in the manner required by the PFM Act and the company's Act. The

the opurion that the entrty's financul statements give a true and fair view of the state of entity's

the financial year ended June 30, 2V23 nd of the entity's fmancial position as at that date. The

confirm the completeness of the accormting reccrds maintained for the entity, which have relied

ion of the entity's financial statemerts as well as the adequary of the systerns of intemal

to the attention of the Dfectors to indicate ttrat the entrty will not remain a going concern for at

months from the date of this statement

linancial statements

ancial statements were approvedby the Board on 0-f (i)4 ...........2023and sigrred on its behalf

Name: Margara Muli

Managing Directr

Katumo Muneene

the Board

Sigrratre: *6=*....^I
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HEADqUARTERS

Anniversary Towers
Monrovia Street
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REPOR F THE AUDITOR-GENERAL ON MATUNGULU KANGUNDO WATER AND
E COMPANY LIMITED FOR THE YEAR ENDED 30 JUNE, 2023SEWE

PREAM E

I draw yo r attention to the contents of my report which is in three parts

r revtew

I have a
Sewera

Opinion

ited the accompanying financial statements of Matungulu Kangundo Water and
Company Limited as at 30 June, 2023 set out on pages 1 1o21, which comprise

An unm ified opinion does not necessarily mean that an entity has complied with all
relevant laws and regulations and that its internal controls, risk management and
governa ce systems are properly designed and were working effectively in the financial
year un

The th parts of the report are aimed at addressing the statutory roles and
respons ilities of the Auditor-General as provided by Article 229 of the Constitution, the
Public F ance Management Act,2012 and the PublicAuditAct,20lS. Thethree parts of
the repo , when read together constitute the report of the Auditor-General

REPOR ON THE FINANCIAL STATEMENTS

Qualifi

Report of
30 June. 2 3

Auditor-General on Matungulu Kangundo ll/ater and Sewerage Compony for the year Ended

I

A. Report on the Financial Statements that considers whether the financial statements
are falrly 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
complance with applicable laws, regulations, policies, gazette notices, circulars,
guide[nes and manuals and whether public resources are applied in a prudent,
efficient, economic, transparent and accountable manner to ensure Government
achieves value for money and that such funds are applied for the intended purpose.

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

l-0 '{



of the statement of financial position as at 30 June, 2023 and the statement of profit or
loss and other comprehensive income, statement of changes in equity, statement of cash I
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 lhe Constitution of Kenya and Section 35
of the Public Audit Act, 2015. 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.

ln my opinion, except for the effect of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of the Matungulu Kangundo water and Sewerage
Company Limited as at 30 June, 2023, and of its financial performance and its cash flows
for the year then ended, in accordance with lnternational Financial Reporting Standards
(IFRS) and comply with Public Finance Managemenl Acl,2012,the companies Act, 2015
and the Water Act, 2016.

Basis for Qualified Opinion

l. lnaccuracies in the Financial Statements

Review of the financial statements presented for audit revealed the following anomalies:

i. The statement of financial position, statement of changes in equity and as disclosed
in Note 19 to the financial statements reflects negative retained earnings of
Kshs.18,001,125 while the recalculated amount is negative 16,160,778 resulting to
an unexplained difference of Kshs.1 ,840,347.

Note 21 to the financial statements reflects increase in inventories balance of
Kshs.206,593 which differs with the recalculated decrease of Kshs.1 ,TBs21o
resulting to unexplained difference of Kshs.1 ,578,617. This affects the net cash flow
from operating activities amount of Kshs.8,232,605 in the statement of cash flow by
a similar margin.

2. Long Outstanding Trade and Other Receivables

The statement of financial position reflects a balance of Kshs.8,432,108 in respect of
trade and other receivables and as disclosed in Note 16(i) to the financial statements.
The balance is net of provision for bad and doubtful debts of Kshs.81,528 However the
ageing analysis provided shows that debts totalling Kshs.5,713,624 representing 70% of
the balance had remained outstanding for over 90 days implying that their recoverability
was doubtful, and casts doubt on adequacy of the provision made for the bad and doubtful
debts.

ln the circumstances, the accuracy, recoverability and fair statement of trade and other
receivables balance of Kshs.8,432,108 could not be confirmed.

Report of the Auditor-General on Malungulu Kangundo l4/ater and Sewerage Comparry for the year ended
30 June, 2023
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3. Unsupported General and Operation Expenses

The statement of profit or loss and other comprehensive income and as disclosed in
Note 9 to the financial statements reflects Kshs.5,711,545 as general and operation
expenses. However, included in the amount is unsupported expenditure of
Kshs.4,390,044 lacking requisitions and inspection and acceptance reports for the goods
and services to be procured during the financial year.

ln the circumstances, the accuracy and occurrence of the expenditure of
Kshs.4,390,044 could not be confirmed.

4. Accuracies of Customer Deposits.

The statement of financial position reflects customer deposits balance of Kshs.4,672,920
as disclosed in Note 20(a) to the financial statements and supported by customer deposit
ledgers. However, a review of the bank statements and certificate of bank balance as at
30 June, 2023 shows the deposits bank account maintained at Kenya Commercial Bank
reflected only a balance of Kshs.816,207 . The variance of Kshs.3,856,713 has not been
explained or reconciled.

ln the circumstances, the accuracy and completeness of the customer deposit balance of
Kshs.4,672,920 could not be confirmed.

5. Unconfirmed Value and Ownership of Assets

Note 14 to the financial statements reflects property, plant,and equipment balance of
Kshs.21 ,970,445 which differs from the statement of financial position balance of
Kshs.20,573,437 resulting in unreconciled variance of Kshs.1,397,008. However, the
Company does not maintain an asset register making it difficult to ascertain the basis of
valuation. Further, the Company disclosed land valued at cost Kshs.2,350,000 and motor
bikes at Kshs.232,000 whose ownership documents were not provided for audit review.

ln the circumstances, the ownership and fair statement of assets balance of
Kshs.21 ,97O,445 disclosed in the financial statements could not be confirmed.

The audit was conducted in accordance with the lnternational Standards for Supreme
Audit lnstitutions (lSSA|s). I am independent of the Matungulu Kangundo Water and
Sewerage Company Management in accordance with ISSAI 130 on the Code of Ethics. I

have fulfilled other ethical responsibilities in accordance with the ISSAI and in Accordance
with other ethical requirements applicable to performing audits of financial statements in
Kenya. I believe that the audit evidence I have obtained is sufficient and appropriate to
provide a basis for my qualified opinion.

Report of the Auditor-General on Matungulu Kangundo ll'ater and Sewerage Company for the yeor ended

30 June, 2023
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Emphasis of Matter

Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects budgeted and actual
revenues on comparable basis of Kshs.35,359,677 and Kshs.23,812,067 respectively
resulting into shortfall in revenue collection of Kshs.11,547,610 or 33Yo of the budget.
Similarly, the statement shows budgeted and actual expenditure in the year amounted to
Kshs.19,555,882 and Kshs.15,830,4'13 respectively resulting to an underperformance of
Kshs.3,725,469 or 19% of the budget.

ln the circumstances, the underfunding and underperformance affected the planned
activities and may have impacted negatively on service delivery to the public.

My opinion is not modified in respect of this matter.

Key Audit Matters

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

Other Matter

Unresolved Prior Year Matters

ln the audit reports of the previous year, several issues were raised under the Report on
Financial Statements, Report on LaMulness and Effectiveness in Use of Public
Resources, and Report on Effectiveness of lnternal Controls, Risk Management and
Governance. However, Management has not resolved the issues or given any
explanation for failure to adhere to the provisions of the standards prescribed by the
Public Sector Accounting Standards Board template.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

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

Report of the Auditor-General on Malungulu Kangundo llater and Sewerage Company for the year ended

30 June, 2023
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L Non-Compliance with National Gohesion and Integration Act, 2008

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

2. Non4ompliance to the Approved Staff Establishment

The statement of profit or loss and comprehensive income reflects an amount of
Kshs.7,127,344 under staff costs. However, the approved staff establishment provided
for audit showed that the Company had in-post staff totaling 14 while the number in the
approved staff establishment was 48 hence a deficit of 34 staff. The deficit in key positions
mainly in procurement, human resource, internal audit, finance, clerk and legal offices
may imply that the Company may not be able to execute key operations in a timely and
efficient manner.

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

3. Delay in the lmplementation of Kang'undo Water Supply Project

Note 14 (b) of the financial statements discloses work in progress valued at 5,769,997.
The Company in conjunction with the County Government of Machakos received
financing from theWater SectorTrust Fund amounting to Kshs.16,071,560 made up of
Kshs.2,571,449 for Value Added Tax payable by the Company and Kshs.13,500,110
being the funds under Urban Project Concept Programme. The purpose of the fund was
to lay '10,800m of pipeline extension, construct 3 closed kiosks, purchase 200 consumer
meters and undertake other accompanying costs. The contract validity period was one
year starting April2022. Review of the project records and inspection during the month
of January, 2024 revealed that an extension for five (5) months was sought and granted
ending on 6 September,2023. The extension period has since lapsed yetthe project is
incomplete. The contractor has since been paid two interim certificates totalling
Kshs.5,157,400. Further, the following anomalies were observed:

Report of the Auditor-General on Matungulu Kangundo llater and Sewerage Company for the year ended

30 June. 2023
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Basis for Gonclusion

Review of human resource documents revealed that the Company has seven (7)
permanent employees out of whom six (6) representing 86% of the workforce were from
the local dominant community. This is contrary to the provisions of Section 7(2) of the
National Cohesion and lntegration Act, 2008 which stipulates that no public establishment
shall have more than one third of its staff from the same ethnic community.

ii.

iii.
iv.

Only one kiosk instead of two had been constructed but finishing, painting and
signage have yet to be done.
All 200 water meters had been purchased and are in the stores.
Pipeline extensions were at 45% completion level.
Storage tank has been renovated but the pump house is yet to be constructed.



The progress report dated 10 July, 2023 show that the actual cost of materials for
the renovation of the pump house and storage tank amounted to Kshs.850,000
against an approved budget of Kshs.551,700 leading to an over expenditure of
Kshs.298,300.
The Company requested for variation of works on August 2023 with varied works
estimated at Kshs.2,785,595. The financing partner (WSTF) has yet to officially
respond on the issue. Further, Management has to explain why the variations were
justifiable since all bidders were required to visit the project sites before placing
their bid.

VI

ln the circumstances, the residents of Machakos County have been denied the benefits
that would accrue from the project and value for money spent on the project could not be
confirmed.

4. Non-Revenue Water

During the year under review, the Water Company produced a total of 155,093 cubic
meters (m3) of water out of which 100,965 cubic meters was billed to customers leaving
a balance of 54,128 m3 about 35% as non-revenue water worth Kshs.8,660,480 (at the
rate of Kshs.160 per m3). The level of non-Revenue Water (NRW) is over and above the
allowable loss thresholds of 25% by 15,465 m3 as provided for by Water Services
Regulatory Board (WASREB) Guidelines, 2018.

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

The audit was conducted in accordance with the lnternational Standards for Supreme
Audit lnstitutions (lSSAl) 4000. The Standard requires that I comply with ethical
requirements and plan and perform the audit to obtain assurance about whether the
activities, financial transactions and information reflected in the financial statements
comply, in all material respects, with the authorities that govern them. I believe that the
audit evidence I have obtained is sufficient and appropriate to provide a basis for my
conclusion.

REPORT ON THE EFFECTIVENESS OF
MANAGEMENT AND GOVERNANCE

INTERNAL CONTROLS, RISK

Conclusion

As required by Section 7(1)(a) of the Public Audit Act,2015, based on the audit
procedures performed, except for the matters described in the Basis for Conclusion on
Effectiveness of lnternal Controls, Risk Management and Governance section of my
report, I confirm that, nothing else has come to my attention to cause me to believe that
internal controls, risk management and overall governance were not effective.

Report of the Auditor-General on Matungulu Kongundo llater and Sewerage Company for the year ended

30 June. 2023
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Basis for Conclusion

1. Weaknesses in lnterna! Control Systems

The statement of profit or loss and other comprehensive income reflects total expenses
amounting to Kshs.17,344,348. Review of financial records relating to the expenditure
revealed internal control weaknesses in payment processing cycle as detailed below;

i. Payment vouchers were not serialized for control purposes.

ii. Payment vouchers were not stamped / labeled as paid to avoid incidents of double
payments.

iii. There were no details of cheque numbers and accounts to which payments were
charged.

iv. The payment vouchers did not provide for budget expenditure controls for items
being paid.

Weak internal controls expose the Company to possible loss of public funds through
misappropriation.

2. Lack of Both lnternal Audit and Effective Audit Committee

The Company has not put in place appropriate arrangements for conducting internal
audits as required by the Public Sector Accounting Standards Board. Further, the
Company Board constituted an Audit Committee vide minutes dated 19 May,2022.
However, the Audit Committee has never held any meeting since its conception.

Lack of internal audit arrangements and Audit Committee means management activities
are not appraised independently and inefficiencies in operations and losses through
fraudulent practices could be occasioned.

3. Lack of Risk Management Policy, Disaster Recovery and Business Continuity
Plan

The Company lacks a risk management policy, disaster recovery and business continuity
plan. Further, there were no corrective actions which may be taken to recover lost data
and allow for business operations to be restored in an event of a disaster.

ln the circumstances, there were no preventive measures in place to mitigate or reduce
the impact of loses in an event of a disaster or other unforeseen occurrence.

4. Weakness in lnformation Communication Technology (lT) Environment

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

Report o/ the Auditor-General on Matungulu Kangundo lltater and Sewerage Company for the year ended

30 June. 2023
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Such policies are vital in effective and efficient management of the institution's lT
resources. Further, most of the procedures and functions in the finance and accounting
department are manually performed as the Company is yet to embrace information
communication technology in all its operational areas.

Manual processes are open to manipulation leading to lack of integrity of data processed
through the system.

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

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

ln my opinion, adequate accounting records have been kept by the Company, so
far as appears from the examination of those records; and,

The Company's financial statements are in agreement with the accounting records
and returns.

Responsibilities of Management and the Board of Directors

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

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

8

ii

As required by Companies Act,2015 I report based on my audit, that:

i. 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;

iii.

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.

Report of the Auditor-General on Matungulu Kangundo llater ond Sewerage Company for the year ended

30 June, 2023



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

The Board of Directors is responsible for overseeing the 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

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditor's report that includes my opinion in accordance with the provisions
of Section 48 of the Public Audit Act, 201 5 and submit the audit report in compliance with
Article 229(7) of the Constitution. Reasonable assurance is a high level of assurance, but
is not a guarantee that an audit conducted in accordance with lSSA|s will always detect
a material misstatement and weakness when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis
of these financial statements.

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

Further, in planning and performing the audit of the financial statements and audit of
compliance, I consider internal control 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 and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of
the internal control would not necessarily disclose all matters in the internal control that
might be material weaknesses under the lSSAls. A material weakness is a condition in
which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements caused by error or fraud in
amounts that would be material in relation to the financial statements being audited may

Report of lhe Auditor-General on Matungulu Kangundo Water and Sewerage Company for the year ended

30 June, 2023
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occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions.

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

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

a

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

Conclude on the appropriateness of the Management's use of the going concern basis
of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the Company's ability to continue as a going concern. lf I conclude that a material
uncertainty exists, I am required to draw attention in the auditor's report to the related
disclosures in the financial statements or, if such disclosures are inadequate, to modify
my opinion. My conclusions are based on the audit evidence obtained up to the date
of my audit report. However, future events or conditions may cause the Company to
cease to continue as a going concern.

Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures and whether the financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

Obtain sufficient appropriate audit evidence regarding the financial information and
business activities of the Company to express an opinion on the financial statements.

Perform such other procedures as I consider necessary in the circumstances

I communicate with Management regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies
in internal control that are identified during the audit.

Report of the Auditor-General on Matungulu Kangundo llater and Sewerage Company for the year ended

30 June, 2023

a

a

a

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

a
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I also p ide with a statement that I have complied with relevant ethical requirements
independence and to communicate with them all relationships and other
at may reasonably be thought to bear on my independence and where

regardi
matters
applicab , related safeguards

FCP BS

Nairobi

21Marc ,2024

Report of Auditor-General on Matungulu Kangundo ll/ater and Sewerage Company for the year ended

30 June, 2
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15. State ent offinenciel position as at 30 June 2023

2023

Note

..TSSET'S
l{on-cu assets
Properfy, t and Equipment 'ltl

Current
Inveillories
Trade and receivables
Cash and balances

EQUITY LIABILITIES

Capitel Reserves
Share
Capital
Retained ngs

Non-cu Liabilities
Customer

Current es

Trade and payables

Total and liabilities

Mmagrng

l5
l6(D
17

Name L\q\:

1

Sign

Kshs

20"573-437
20.573.437

2,056,070
8.432.108
r.681"354

12.169^532

32J42969

18 40
34,368,491

19 (18.001.125)

16367 406

2(a) 4,672,920

20(b) r1.702.643

il.702.643

32J42-%9

Head of Finance

..A.N.Trtr*:t MUEMA

I C,P.f.x,.. Na...l. lFenr

2022

Kshs

270360
9,082,355
1.863.953

11.217 -168

40
34,368,491

Q2.63s-86/.\
11.732,667

4,42r,970

11,0't5,405

1't,015,405

2J;179,o42

Chairman of the Board

Sry"1,-.€t H,^rce g, e

15.952_874
15.952-87,,1

Tolal assils 27.110-r.}4.2

\.-
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t of changes in equity For the Year Ended 30 June 2023

Share
Capital
Kshs

40

Capital
reserves
Kshs
34,368,491

Retaining
earning
Kshs

(26,804,85s)

Total

Kshs
7,563,676yl,202l

e 30.2022

yl,2022

ar

30,2023

40 34.36 8.491

2.328.643 2.328.643

Q4.476.2rD 9.892.319

40 34,368,491 (24,476,2r1) 9,892,319

6,475,086 6,475,086

____A9- 34-j.i&A9-l, tl&00lt251 )5351A!6

. Statem

alance as at

ss tbr the

ance as at

alance as at

llt tbr the

ance as at

3
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17. Statement of cash flows for the year ended 30 June 2023

Note 2022-2023 2022-2021

CAS}I FLOW
ACTIVITIES

FROM OPERATING Kshs Kshs

Receipts

o atln Revenue 15,119,721 14,476,590

Grants Income-County Government( Machakos) 3,574,849 1,003,400

Grants from WSTF 5 ,t t7 ,497 6,8 19,959

Customer De s lts 250,95t 401,2t0
Total Recei ts 24,063,018 22,688,112

Payments
7,t27,344 7,176,391

Board Expenses 1,087,663 1,452,508

General and Operation Expenses 5,711,545 6,847,566

Maintenance Expenses r,548,553 1,369,890

Cost of Sales 355,308 1,505,540

Relund of Customer de oslts 4,790

Total Pa ments 15,830,413 18,356,685

Net Cash from Operating Activities 8,232,605 4,331,427

CASHFLOW FROM INVESTING ACTIVITIES

(8,4ts,204) (3,551,500)

Net Cash Used in Investing Activities (8,415,204) (3,551,500)

CASHFLOW FROM FINANCING ACTIVITIES
Net Cash from(used) in financing Activities

Increase(Decrease) in Cash and Cash Equivalents
(182,599) 779,927

Cash and Carh Equivalents at the beginning of the
Year 1,963,953 1,084,026

Cash and Carh Equivalents at the End of the Year
1,681,354 1,863,953

4

Staff costs

Purcl.rase of Property, Plant and Equipment
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of Comparison of Budget and Actual Amounts For the year Ended 30 June 202318. Statcmen

%of
Utilization

Actual on
Comparable
basis

Performance
Difference

Adj ustn.rents Final
Budget

Original
Budgct

2022-232022-232022-23 2022-232022-23
Kshs o//oKshs KshsKshs Kshs

97t 5,119,'721 484,5'7315,604,294Water Sales 15.604.294

10050,00050,000

Sale of Ann
fenders

ral

378,3 82,6 1313,500,1t0 5,117,497

rm

ior
13,500,I t0

50,000

Grants frr
Water sec

:rust Fund

581,574,849 2,630,4246,205,2'73

Grants fr
Sounty
Government

Inl

5,201,873 1,003,400

6'.7I 1,547,6 t035,359,677 23,812,06734,356,278 1,003,400Iotal Incom
Expenses

939,076 607,t2'7,344I ,003,400 8,066,4207 ,063,020

'742,003,964'7 
,7 15,509 5,7 l1 ,5457,715,509

General
Operations
expenses

351,132 821,548,553l,899,685
Maintenance
Expenses 1,899,685

201,297l,288,960 1,087,663
Board
Expenses r,288,960

100355,3083 5 5,308 3 s 5,308Cost of Sales

230,000 0230,000230,000Pending Billt

813,725,46919,5 5 5,882 I 5,830,413I ,3 5 8,708
Total
Expenditure 18,t97,174

7 ,98t,654
7,822,t4t

15,803,795
hc

16,159,104
(3 s5,308)Surplus for

Period

TIIII

I

5

Rcve n uc

staff costs

84
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I 9. Notes to t e financial statements

l. Genertl information
Matungulu Kangr-rndo Water and Sewerage Company Ltd is established by and derives its

ar.rthority and accountability tt'om the water Act of 2016. The Company is wholly owned by

the Machakos County Government and is domiciled in Kenya. The Company's principal

activity is Provision of water and sanitation Services.

For Kcnyan 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

Ioss 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 certain items of property, plant and equipment,

marke6ble securities and financial instruments at fair value, impaired assets at their estimated

recoverable amounts and actuarially determined liabilities at their present value. The

preparltion of financial statements in conforrnity with International Financial Reporting

Standards (IFRS) allows the use of estimates and assumptions. It also requires management to

exercise judgment in the process of applying the Company's accounting policies. The areas

involving a higher degree of judgment or complexity, or where assumptions and estimates are

significant to the financial statements, are disclosed in Notes.

The financial statements have been prepared and presented in Kenya Shillings, which is the

functional and reporting currency of the Company. The figures are rounded to the nearest

Kenyan shilling.

The fi ancial statements have been prepared in accordance with the PFM Act, the State

Corpo tions Act, Water Act 2016 and the Company's Act and International Financial

Repo

to all

g Standards (IFRS). The accognting policies adopted have been consistently applied

e years presented

6



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

i. New ond amentled standartls ond inlerpretalions in issue elfective in lhe year ended 30 June

2023

TI'I'LE
IFRS l7 Insurance

Contracts (issued in
May 2017)

IAS 8- Accounting

Policies, Errors, and

Eslimates

DESCRIPTION EFFECTIVE DATE
The new standard establishes principles for the

recognition, measurement, presentation and

disclosure of insurance contracts issued. It also

requires similar principles to be applied to
reinsurance contracts held and investment

contracts with discretionary participation features

issued. The objective is to ensure that entities

provide relevant information in a way that

faithftilly represents those contracts.

The Company does not issue insurance conlracts

Effective for annual periods

beginning on or after ltt
Jantary 2023.

The amendments, applicable to annual periods

beginning on or after lst January 2023, introduce

a definition of 'accounting estimates' and include

other amendments to IAS 8 to help entities

distinguish changes in accounting policies from

changes in accounting estimates.

(Entity to state the ffict of amendments on their

financial statements for the year ended.)

The amendments are

effective for annual reporting

periods beginning on or after

January 1,2023.

Arfendments tolfAS I
titlLd Disclosurdof
RcLounting roti]|lles
(is{ued in Februhy
2oh) ll

The amendments, applicable to annual periods

beginning on or after lst January 2023, require

entities to disclose their material accounting

policy information rather than their significant
accounting policies.

(entity to state whether this has brought about

changes to the accounting policies disclosed)

The amendments are

effective for arurual periods

beginning on or after January

r,2023.

Amendments to IAS 12

titled Deferred Tax

Related to Assets and

Liabilities arising from

The amendments, applicable to annual periods

beginning on or after lst January 2023, narrowed

the scope of the recognition exemption in
paragraphs 15 and 24 of IAS 12 (recognition

The amendments are

effective for annual periods

beginning on or after January

t,2023.

7
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exemption) so that it no longer applies to

transactions that, on initial recognition, give rise

to equal taxable and deductible temporary

differences.

MITUNGULU TANGUNDO WATER AND SEWERAGE COMPANY LIMITED
Arinual Reports 4|rd Financial Statenrents
Fof the year endlf June 302023

a Single Transaction

(issued in May 2021)

(The Directot's hoya assessed the applicable slandards and amendments. Based on their assessment

o/ inpacl ol oltplicotion of the above, they do not expect lhat there u,ill be a significant impact on

lhe cctntptny's.financial statements. Or the follou,ing has been assessed to be signi/icant for lhe

company and has been addressed as follows....)

Application ol New and Revised International Financial Reporting Standards (IFRS)

ii. New and omendetl stondards ontl inlerprelalions in issue but not yel eflective in the year

ended 30 June 2023.

TITI,E
Arnendrnents to IAS I

titled Classification of
Liabilities as Current or

Non-current (issued in

January 2020, amended

in October 2022)

Ar{endments tq IAS I
titlFd Norfcurrent
Li{bilities il with
Cofvenants (is{red in
October 2022) |

The amendments are

effective for annual

periods beginning on or

after January l, 2024.

Earlier application is
permitted.

The amendments, applicable to annual periods

beginning on or after lst January 2024, improve the

information an entity provides about liabilities arising

from loan 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

arrangement.

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.

I

DESCRIPTION EFFECTIVE DATE
The amendments, applicable to
beginning on or after lst January

criterion in IAS I for classifying a

current: the requirement for an entity

to defer settlement of the liability
months after the reporting period

annual periods

2024. clarify a

liability as non-

to have the right
for at least l2

Amendment to IFRS 16

titled Lease Liability in
a Sale and Leaseback

(issued in September

2022)

The amendment, applicable to annual periods

beginning on or after lst January 2024, requires a

seller-lessee to subsequently measure lease liabilities
arising from a leaseback in a way that it does not

recognize any amount of the gain or loss.

The amendments are

effective for annual

periods beginning on or

after January 1, 2024.

Earlier application is

permitted.

The amendments are

effective for annual

periods beginning on or

after January l, 2024.

Earlier application is

permitted.
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b (iii) Early adtption of Standards

'ilrc entity did not early-adopt any new or amended standards in year 202312022

of Signilicant Accounting Policies
le accounting policies adopted in the preparation ofthese financial statements are set out

below:

a) Revenuo 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

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

.l Summary
'I'[re princip

Reve
deliv,
coller

nue from the sale of goods and services is recognized in the year in which the Company

Brs products/services to the customer, the customer has accepted the products/services and

Dtability ofthe related receivables is reasonably assured.

Its from the National Government are recognized in the year in which the Companyll. Gral

actudly receives such grants. Recurrent 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 recognized in profit or loss on a time proportion basis using the effective interest rate

iv. Divi end income is recognized in the income statement in the year in which the right to receive

the p ent is established

v. Ren income is recognized in the income statement as it accrues using the effective interest

Ut.

vl.

m

implicit in lease agreements

Other income is recognized as it accrues

9
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Notes to the Financial Statements (Continued)
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Contributions

alion and impairment losses

tategories of property, plant and equipment are subsequently carried at re-valued amounts,

lir fair value at the date of re-valuation less any subsequent accumulated depreciation and

tnt losses. Where re-measurement at re-valued amounts is desired, all items in an asset

are re-valued through periodic valuations caried out by independent external valuers

in the carrying amounts of assets arising from re-valuation are credited to other

nsive income. Decreases that offset previous increases in the carrying amount of the same

ntributions are donations that are made to the Company in the form of actual goods

rvices rather than in money or cash terms. These donations may include vehicles.

t, utilities or personnel services. Where the financial value received for in-kind

contribu ons can be reliably determined, the Conrpany includes such value in the statement of

tve incorne botl-r as revenlle and as an expense in equal and opposite amounts;

. the contribution is not recorded but disclosed

c) Prope , plant and equipment
All cate ories of property, plant and equipment are initially recorded at cost less accumulated

b) In-Kin
In-kind

and/or

equipm

compre

otherwi

depreci

Certain c

being the

impairml

category

Increase

compre

asset are arged against the revaluation reserve account; all other decreases are charged to profit or

loss in e income statement. Gains and losses on disposal of items of property, plant and

equrpm t are determined by comparing the proceeds from the disposal with the net carrying

amount f the items, and are recognized in profit or loss in the income statement

10
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Arrrual Reports and Financial Statenrents

For tlie year ended Jtrne 30?023,

Plarrt ar:d Machinery 12.5%

Conrputels and related Eqtripnrent's 30yo

Ftrrniture, Fittings and Pipeline 12.5%

Motorbikes 25%

Billing Sorftrvare 20Y"

Buildings 2.5oh

A full !ear's depreciation charge is recognized both in the year of asset ptrrchase arrd in the year of asset

disposal.

e) Intangible assets

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

accumulated amortization and accumulated impairment losses. Amortization is recognized on a

straight-line basis over their estimated useful lives. The estimated useful life and amortization

method ue 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 useftil lives that are

acquired separately are carried at cost less accumulated impairment losses.

f) Amortieation 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 impairment loss is

recogni6d so that the asset is written down immediately to its estimated recoverable amount.

g) Inventorles
Inventories are stated at the lower of cost and net realizable value. The cost of inventories comprlses

purchase price, transportation and handling charges, and is determined on the moving average price method.

Notes to the Financial Statements (Continued)

d) Deprecia{on of property, plant and equipment
Freehold iura ana capital work in progiesi are not depreciated. Capital work in progress relates mainly to the

costs of oirgoing but incomplete works on buildings and other civil works and installations.

Deprecialion on property. plant ancl equiprnent is recognized in the income statement on a reducing basis.

The annuhl rates in ttse are:

h) Trade and Other receivables
Trade and other receivables are recognized at fair values less allowances for any uncollectable amounts.

These are assessed for irnpairrnent on a continuing basis. An estimate is made of doubtful receivables based

on a revicw of all outstanding amounts at the year end.

Provision ofdoubtful debts is at tyo of the outstanding debtors at the end ofthe year.

11.
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Notes to the l-inrncial Strrtements {Continued)

i) 'Iaxatiol
Current incothe tax assets and liabilities lor the current and prior periods are measured at the amount expected to
be recovered frorn or paid to the tax authorities. The tax rates and tax laws used to conrpute the amount are those
lhat are enacfd or substantially enacted as at the reporting date. Current incorne tax relating to itenrs recognized
directly in eqlrity is recognized in equity and not in the inconre staternent.

j) Cash and Cash equivalents
Cash and cash equivalents conrprise cash on hand and cash at bank. Cash at Bank comprise amounts held at
Kenya commercial bank at the end of the finarrcial year. For the purposes of the financial statenrents, cash
and cash equivalents also include slrort ternr cash irrrp rests and advances to authorized public officers which
were surrcrrdered or accounted for at the end olthe financial year.

l) Subsequcnt events
There have been no events subsequent to the financial year end with a significant impact on the
financial statelnents for the year ended June 30,2023

rn) Compamtive Figures
Where necessary comparative figures for the previous financial year have been amended or
reconfigured to conform to the required changes in presentation

n) Cash and cash equivalents

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

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

converlible 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. For the purposes of these financial statements, cash and cash equivalents also

includo short term cash imprests and advances to authorized public officers and/or institutions

which Were not surrendered or accounted for at the end ofthe financial year.

o) Budget information

The original budget for FY 2023-2022 was approved by the Board of Directors on 25'r' August

2022. $ubsequent 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 recorded additional appropriations on the

2022-2021 budgets following the governing body's approval. The Company's budget is prepared

72

k) Trade a{d other payables
Trade an{ other payables are measured at the fair value ofcontractual value ofthe consideration to be paid in
future in fespect of goods and services supplied, whether billed to the entity or not, less any payments made
to the su#liers.
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on a dill-erent basis to the actual income and expenditure disclosed ir.r the financial statements.

The tirfancial statements are prepared on accrnal basis using a classification based on the nature of

expenses in the statement of financial perforrnance, whereas the budget is prepared on a cash

basis. The amounts in the financial statements were recast from the accrual basis to the cash basis

and reglassified by presentation to be on the same basis as the approved budget. A comparison of

budget and actual amounts, prepared on a comparable basis to the approved budget, is then

presenled in the staternent of comparison of budget and actual amounts. In addition to the Basis

cliffererrce, adjustments to amounts in the financial statements are also made for differences in the

format$ and classification schemes adopted for the presentation of the financial statements and the

appro\,Ed 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 actual as per the statement of

Comprchensive income has been presented under page I of these financial statements.

6
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8. COST

Openin

Purc

Cost

Clos

F SALES

Stock

REVENUE
Gross water sales

Connection fees

OTHEN.INCOMES
Water Services Trust Fund (CLSG)

I ,003,400
571 449

3.574.849

2022
kshs

14,423,390

53,200

14,476,590

Weston Contractors

7. Grants rom County Government
Sal s for seconded staff
Kan do water project (Vat component)

6,775,176
44.783

6,819,959

1,003,400

138,400

1,637,540

1,776,400

270,860

S

oods Available for Sale

Stock

of

13

1,505,540

2023
Kshs

I 5,085,1 31

34,590

15,119,721

5,117 ,497

5,117,497

270,860

2,140,518

2.411.378

(2,0s6,070)

355,308
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9. GENE

Prol'essi

Adverti

Staff un

Ofllce t

Subscri

Postage,

Printing

Travelli

Increase

Lease fe

Bank c

Electrici

License

Public P

Chernica

10. Depreci
Depreci

1I. MAI

12. Board

Board Si

Water

Ne

Rent

R

I-evies

Repair

Chai

Board

Provisi

IT exp

vt
A
Fo

NGUNDO WATER AND SEWERAGE COMPANY LIMITED
Financial Staternents

June 30 2023

n I Sta ts Con ed

L AND OPERATION EXPENSES

nts commlsslon 503,685

Fees

96,640

rn-I

N

t

16,134

I 16,000

770

14,820

1 08,1 30

172,365

948,486

254,730

682,366

163,345

52,620

2,403,404

88,5 50

89,500

5,711,545

1,513,935

1,548,553

428,568
6sr,380

7 ;715
1.087.663

15,750

12,971

I 16,000

4,800

45,000

15,120

75,200

75,430

959,405

6,774

249,450

655,364

92,620

66,789

2,804,929

493,289

622,912

520,763

15.000

6,847,566

1 ,619,4ll

1,369,890

428,568
'763,10s

260.835
1.452.508

&cleaning
lbr audit

S

ons

s &Periodicals

elephone & Internet

Stationeries

&Accommodation

Provision for Doubtful debts

xpenses

ges

&Water

pplication fees

Penalties

cipation expenses

&Testing

tion and Amortization
on on PPE
NANCE EXPENSES
d Maintenance

nces and Expenses
Honoraria
rug Allowances
r Expenses
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Cosl

As at July
2022

Additions

As at June

Accunr ulat
As at July
1,2022

Annual
depreciati

As al June

Carryrng
alnount

As at June

F

I3. ST

0.2023 2

0.2023

AIUNCUL NCUNDO WATER AND SEWERAGE COMPANY LIMITED
nual Reports d Financial Staternents

June 30 2023l the year en

Salari

Salari

Lan

Buildings
(Water
kiosk)

Furniture.
fittings &

piping
Motor
Bikes

Billing
Systenl

Computers
&

accessories

COSTS

and allowances of permanent employees

for Seconded staff

f temporary employees

5,066,764

I,003,400

819,770

99,890

137,520

7,127,344

5,097,003

1,003,400

882,908

57,000

136,080

7,176,391

Wages

Staff lfare

Nssf C pany

14. PROP RTY, PLANT AND EQUIPMENT

Total

3,204,448 10,098,448 19,609,194 232,000

64.500

0 563,794 36,409,384

364,500300,000

3,204,448 10,449,948 19,673,694 ?32.000 300,000

266,815 7,468,358 12,161,981 189,988 0

73,441 372,699 938,964 10,503 60,000

266,815 7,468,358 13,100,945 200,491 60,000

2,864,192 2,608,89'1 6,572,749 31,509 240,000

563,794 36,773,884

Deprec iation

0,2023 2,35

369,368

58,328

20,456,510

1 ,513,935

427 .696 21,970,445

136,098 14,803,440

b) Wor in Progress

I5.INVE RIES

5,769,997

Cons les

15

2,056,070 270,860

Notes to the Financial Statenrents (Continued)

Borehole
Eq u ipnrent
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NGUNDO WATER AND SEWERACE COMPANY LIMITED
d Financial Statements

d June 30 2023

cial Statements (Continued)
E AND OTHER RECEIVABLES 2023

ivables

nts (Rent deposit)

dvances

for bad and doubttul debts

Days

Days

Days

Days

8,152,825
20,000

306,81 I

34.000

(81,528)

8,432,108

8,152,825
(81.528)

8.011.297

1,685,945

213,416

539,840

5,713,624

(7,367)

2022

8,889,483

20,000

131,267

130,500

(88,895)

9,082,355

8,889,483
(88.89s)

8.800.588

1,216,600

832,063

1,578,385

5,262,435

6,774ii)

he

ank

d

rease in Provision for bad and Doubtful debts

D CASH BALANCES

1,681,354 1,863,943

1,681,354 1,863,943

is held at Kenya commercial bank which is the companies' bankers. The cash at Bank is
ng Bank accounts;

Balance

Account (1107331072) 103,838

ccount (110718471l) 816,207

nt (1297138619) 761,307

Y SHARE CAPITAL
d

shares ofkshs 20 par value each 100-000 l!0J00

d fully paid:

shares ofkshs 20 par value each
16

____4!_

Gross Trade receivables
Provision for Doubtful debts
Net trade receivables
Debtors agins analvsis

40
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ancial Statements (Continued) 2023

ED EARNINGS

F

N

as at July 2021

the year

CURRENT LIABILITIES
er Deposits

E AND OTHER PAYABLES
yables

Expenses

ana sts

Days

Days

Days

Days

4,421,970

1 1,370,930

331,713

11,702,643

359,930

52,061

49,429

11,241,223

(24,476,212)

6,475,086,

2022

(25,225,458)

2,328,643

10,468,563

546,842

11,015,405

697,476

52,008

48,553

9,670,527

17

(18,001,125) (22,635,864)

4,672,920
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ANGUNDO WATER AND SEWERAGE COMPANY LIMITED
d Financial Statenrentsn

21. NOTE TO THE STATEMENT OF CASHFLOWS

Ra) econciliation ofoperating Profit(loss) to cash used in operations

s

Operating Profit

Depreciation

Operating profit before working capital char.rges

Decrease in inventories

Increase in trade receivables

Increase in trade and other payables

Cash generated from operations

b) Analysis of cash and cash equivalents

2023
Kshs

6,475,086

1,513,935

7,989,02r

206,s93

(6s0,247)

687.238

8,232,605

1,681,354

2022
kshs

2,328,643

1,619,411

3,948,054

(132,000)

(764,580)

1.284.743

4,336,217

1,863,943

1,863,943

2,328,643

1,619,411

88,895

4,036,949

1,619,411

2,417,538

C

22.TAXA ION

Net Surp

Deprecia

ash at bank

ash in hand

C

1 681 354

lus (Loss) as per the income statement

Provisi n for bad and doubtful debts

Wear Tear allowance

Taxabl lncome

23. Notes the Budget

I) evenue

on

6,445,244

1,509,788

81,528

8,036,560

1,509,788

6,526,772

o

e shortfall in the revenue was caused due to low water production occasioned due to
gular breakdowns of the company's borehole at Kangundo. The breakdown was brought

tes to the fi

out by vandalism

18
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II) Administration Costs
The under absorption of administration costs was caused by low revenLles which caused the

oompany suspend sonre of its projects.ie Billing software

24. FINANCIAL RISK MANAGEMENT

The entity's activities expose it to a variety offinancial risks including credit and liquidity risks.

The company's overall risk management program me focus on unpredictability of changes in

business environment ancl seeks to minimize the potential adverse effect of such risks on its
performgnce by setting acceptable levels ofrisk. 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 cornpany's financial risk management objectives and policies are detailed below:

Credit Risk
The entity has exposure to credit risk, which is the risk that a counter party will be unable to

pay amounts in full when due. Credit risk arises from cash and cash equivalents, and

iteposits banks, as well as trade and other receivables and available for sale financial

investments.
Managenrent 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 intemal or

external aisessment in accordance with limits set by the directors. The amounts presented in

lhe 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 is made up as follows:

Impaired(kshs)Past Due(kshs)Fully
Performing
(kshs)

Total
Amount(kshs)

At 30 June 2023

5,713,6242,439,2018,152,825

Receivables
from Exchange
Transactions

1,681,3541,681,354Bank Balances

81,5285,713,6244,120,5559,834,179Total

19

rt.

Nqtes to the financial statements (continrred)
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nterest rate risk
Est rate risk is the risk that the entity's financial condition may be adversely affected as a

I of changes in interest rate levels. The company's interest rate risk arises from bank
Eits. This exposes the company to cash flow interest rate risk. The interest rate risk
ture arises mainly from interest rate movements on the company's deposits.

lgement of interest rate risk
tanage the intelest rate risk, the management has endeavored to bank with institutions that
favorable interest rates.

II. {
Interl
,esu{
d.pd
expd
Manl
ro'{
offerll

25. RELATED PARTY DISCLOSURES

County Government of Machakos
The company is a wholly owned entity by the County Govemment of Machakos. The
rcpresentation of the county in the entity has been attained by the County Executive
Committee member taking one share and the Chief Officer in charge of water issues taking
one share for a value ofkshs 20 for per share.

I

C

C

EC MEMBER
HIEF OFFICER

Total Value
20.00
20.00

II.

III.

V/

40.00

Water Resources Authority
Water Resources Authority (WRA) is in charge of water catchment areas and licenses the

company to abstract water. The company is entitled to pay 50 cents for every I cubic of
water abstracted.

2023 2022

ater Abstraction Balance 848,689 771 ,112

Yater Services Regulatory Board(Wasreb)
he board regulates the company's tariffs and water quality to ensure that they conform
lgh quality standards. The company pays 4%o lease fee to the regulator.

2023 2022

1,915,779

V

T
h

License Fee Balance

20

2,520,568

Notes to the financial statements (cortinued)

No. ofShares @
1 20.00

1 20.00
2-
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Separate
Donor
reporting

Donor
Commitment

Project
Duration

P 'oject No. Donorrject
le

Prr
Til

YesYesl2 MonthsWSTF(water
sector Trust
Fund)

Ka
wa
Prc

rgundo
.er

ject

tus of Compl

Source of
Funds

ActualBudgetCompletion
%o date

Total
Expended
to date

Proje lt Total
Project
Cost

WSTF16,071 ,560I 6,071 ,5604l16,071 ,560 7,688,947
Kanp
Wate
Proje

lndo

lt

1

I

M
An
Fo

20
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ECTS IMPIEMENTED BY THE COMPANY
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A

S
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