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1. Acronyms and Glossary of Terms

ICPAK

IFRS

MD

PFM

PSASB

WASREB

Institute of Certified Public Accountants of Kenya

Intemational Financial Reporting Standards

Managing Director

Public Financial Management

Public Sector Accounting Standards Board

Water Services Regulatory Board

lll
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gen

Entity Information

information

The

(25'r', 6 At County level, the Company is represented by the County Executive Member

a water and sewerage company Ltd was established by the 2002 Act of Parliament on

rcsp or water and sanitation, who together with the board of Directors are responsible for the

and strategic direction of the Company. The Company is domiciled in Kenya

Prin

The

VISI

Tob g and most sustainable water service provider in Rift valley and area ofcoverage

NI IS

liable, affordable and safe water and sewerage services in an efficient and el'fective way

e customers in the defined areas through continuous improvement of the company

o S

alu iintegral part of any organisation culture which in tum creates a sense of identity,

bclo rection and purposc. in our quest for timely provision of quatity serviccs. We shall be

following core values;

ty

sensitivity

and effectiveness

ility

tiveness

TIONS

er and sewerage services within kapenguria municipality and West Pokot County at

our Mission statement.

ivities

activity of the Company is provision of water and sewerage services

o

o

a

o

o

a

b

er focused

o
P
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Board of Directorse

Designation

N Iv Andiema Cairperson (Kapenguria Water and Sewerage

Services)

Pcdoo Member (Kapenguria Water and Sewerage

Services)

J ob Tingaa Member (Kapenguria Water and Sewerage

Services

4 et Mungo Member (Kapenguria Water and Sewerage

Services

5 lt d Kanrsait Member (Kapenguria Water and Sewerage

Services
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Annual Report and Financial Statements for the year ended June 30,2023

4. Key Management Team

Name Qua lification
Area of
Responsibility

Shadrack Tomeyan Bachelor Of Commerce /
CPA K

Managing Director

Geofry Pkorir Diploma In Water Engineering
Technical Manager

Brian Toroitich Diploma In Business Management Commercial

Manager

vlt
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Chairman's Statement

, hereby present to you the Kapenguria water and scwerage limited
ent for the year ended 30 June, 2023

pport we have received from our custonrers, the employees, county

to my fellow Board members for their invaluable insights & support. I wish to

On be

Annual

The res

Gov

Iami
ackn the Scnior Managcment & Staff for their valuable support & dcdication in reaching these

favo sults, without their individual contribution. We once again mark another successful year

e

e

t,

u

ofKA S S. Finally on behalf of thc Board I would like to thank thc National & County Government
and Re lat ry bodies for the guidance, training & support
The co an has completed its Human Resource Policy, New Salary structure and is now in process

is sche of service for its employees

The ne y-siyoi gravity water Project is ongoing and we expect that once is completed, pumping

sts wi ce and easc operation ofthe company. Currcntly, our clcctricity expcnses are still giving
e conl v a lot ofpressure on company operations

aln oo d t that with your continued support, we will once again steer the Company through another

uccess fi ncial year

inally, to thank my fellow Directors, management and staff of the Company for their hard work
hich bled the impressive trading results during the year. I also thank our valued customers for
elr su and loyalty and assure them ofour determination to continually inrprove the quality of

ur serv ES

ank y God bless you all

OT
s of Water

P JAMES LOPORNA
Managing Director

, .;.|AGING DIRE
I I{APENGU}IIA ,,
I ao sEwFr
lsl
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Annual Rcport and Financial Statements for theyear ended June 30, 2023

6. Report of the Managing Director
It is now eleven years'since Kapcnguria water and Sanitation company (KAWASES) Limited was

formally launched fully with its own Board of Directors and run independently from the Kapenguria
Municipality. Undoubtedly, the company has made tremendous strides in the Management and delivery
of Water and Sewerage Services within the Kapenguria Town and its Environs. From a small
department in the council to a leading Water and Sanitation service provider in the county, the company
has always sought to strategically position itselfto provide quality services to its customers as it strives
to meet the minimum industry standards.

The Management of the company from year 2016 has put in place plans and strategies which are
carefully drawn with total management input and commitment to make KAWASES the County Water
and Sanitation Services Provider. All has been done with the various legislations, policies and
procedurcs developed and being implemented for the good of the company. Among these include but
not limited to, Constitution of Kenya (2010), waterAct (2016),vision 2030 blueprint amongst others.

To fully implement these Strategies, the managenrent and human resource will play a critical role. The
managemcnt has since recruited skilled staff for some specific departments for the realization of the
Vision and Mission of the Company.

The managcment's focus will be to have the optimum number of staff with the right skills and attitude
and will endeavour to train, motivate and retain the staff with the essential talents and avail good and
conducive working environment.

The Company therefore, will strive to nurture the company's Core Values and forge good industrial
and customer relations for the achievement of the set objectives.

Thank you and God Bless You

)w

I SERVICES LTD
lx

JAMES LOPORNA
Manaqing Director
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ent of Performance against Predetermined Objectives for FY 202212023

tion 2 (f) of the Public Finance Management Act, 2012 requires the accounting

in the financial statement, a statement of the County govemment entity's performance

objectives

ofdirectors will dcvelop strategic pillars to be anchored in its l0-ycar stratcgic plan.KA
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8. Corporate Governance Statement

Corporate governance is the process and structure used to direct and manage the business affairs ofthe Company
towards enhancing prosperity and corporate accounting with the ultimate objective of realising shareholders,
long-term value while taking into account the interest of other stakeholders. Directors are responsible for
corporate Sovernance practices ofthe Company. This statement sets out the main practices in operation during
the year under review, unless otherwise indicated.

Directors and Management of the Company regard corporate govemances as pivotal to the success of the
business and are unreservedly committed to ensuring that good govemance is practiced so that the company
remain sustainable and viable business of the community stature. As part of this commitment, the Board fuly
supports bcst practices in corporate governance and has adhered to the Guideline Governance.

BOARD OT'DIRECTORS

The Board consists of five Directors and a Managing Director. The Directors' biographies are on page 4.
Directors possess a broad range of skills, qualifications and experience required to direct the Company.
At least one third of the Board members are required to submit them for re-election each year during the Annual
General Meeting. Any Director appointed by the Board during the year is required to retire and seek re-election
at the next Annual General Meeting.
Business transactions with all parties, Directors or their related parties are carried out at arm,s length.

RESPONSIBILITIES

The primary responsibilities of the Board include: establishment ofshort and long-term goals of the Company
and strategic plans to achieve those goals; ensuring preparation ofthe annual financial statements; approval and
review of the annual budgets; setting and periodicatly reviewing key performance indicators and management
perfomrance; managing risks by ensuring that the Company has adequate systems of internal controls together
with appropriate monitoring of compliance activities; and working with management to realise shareholders'
value.

To enable the Board to function effectively the Board is given full and timely access to relevant information.
New Directors are also inducted through provision of necessary information pertinent to the Company,s
business, meetings with Management and training so as to enhance their understanding of the Compuny,s
legislative framework, its governance processes and the nature ofthe business and operations of the Company.
Continuous training is provided. Towards this, nine Directors have been trained on.orpor"t. govemance by the
Rift Valley Water Services Board. The Board meets at least once a quarterly or more often in accordance with
requirements of the business.

BOARD WORJ< PLANAND MEETINGS

The Board work plan and calendar of meetings is prepared annually in advance. Adequate notice is given for
each Board meeting and Directors receive detailed papers on issues to be discussed in good time before the
meeting. The Board held a total of 4 meetings during the year, which were very well attended.

Board Committees

xl
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A num of'lstanding committees exist in order to assist the Board and management fulfil their responsibilities
Each c mittec operates within thc ambit of defincd tcrnrs of refercnce assigned to it by thc Board
During ydar, there was no board of directors and therefore no standing committees

CORP TE SOCIAL RESPONSIBILITY STATEMENT

In reco

sustain

envlron

the Co

In order

The En nnfent Our business has been a major beneficiary ofwood products. We have, therefore, undertaken
to contri te towards national a forestation initiative in collaboration with thc Forest Department. Since 2012,

nylhas sustained a tree-planting programme at Kaposi's water catchment area, Kapkoris catchment
and kam nj area. Also, further encouragement to individual farmers to planted trees along the upstream

Stakeh er fwareness.
d, (onsequently, we have endeavoured to contribute to initiatives that impact on improvement oftheir
-being.

fa{iftate awareness and understanding of various aspects and nature of ow service, rve carried out
arefress campaigns through print and electronic media and also organised face-to-face meetings with

Operate

social

ieach a wide cross section ofour customers and other stakeholders

tiof of its obligations as a responsible corporate entity, the Board of Directors and management

th! Company's participation in corporate activities that enhance the social, economic and

ntat interests that affect its intemal stakeholders.

ur I{u an Capital

f our human capital as a prerequisite to meeting

, we continued to offer various groups of our
op careers, locally. All employees also undergo

of training and development needs

anous a

view to

takc

m

holdcrs

ducati

vider that is well aware of its obligations to its customers, we drafted a Customer Charter
gations to them. We invited customers under thc urnbrella of resident associations and other

a meeting to debate and suggest how to enhance our services. Consequent to this interaction

r s{pport to education-related initiatives stems from the fact that the pool of skitled manpower that
p tt drive the success of our Company are a product of the country's education systcm. We,
ref{re, continued to provide opportunities for attachment for Kenya Water Institute students and those

m tfrtiary institutions, to enable them acquire a hand- on experience and fulfil a requirement for
duaftion. We also provide 5 position every year for intemship. During the year under review, l7
ents went through the attachment prograrnme at KAWASESS

xll

annual

in rSgnftion of the value of partnerships and dialogue in order to better understand the needs of our
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9. Management Discussion and Analysis
Kapenguria water and sanitation services company ltd was formed and registered in 2006 and issued
with certificate of incorporationon261512006 but it became fully operatiJnal in 200g. Its mandate is
to supply water and sewerage services to urban centres within weit Pokot County with cumulative
population of about 120,000 people. There were eight water supplies that were handed over to the
lom_pa_ly by rift valley water service board namely: Kapenguria, Makutano,Tartar-Keringet,
Kachelipa, Ortum,Chepareria, Karas, and Sigor. Currently Kachelip; and Sigor water supplies are-noi
operational and Muruny/chepareria is being managed by the community 

-after 
expiry of an Mou

between the community and the county Government. In the MOU THE COUNTy Government was to
manage the water scheme for five-year w.e.f 2014 to 2019. The MOU needs to be reviewed and
decision made in accordance with wATER ACT 2016 and wASREB regulations.

. MANAGEMENT STRUCTURE OF THE COMPANY
Bellow is the ideal and desired management structure of the company. The current status does not
comprise of all thc departments and committees.

HEAD OF DEPARTMENT CHART

Commcrcial
Mrnager

Commitlect
o, the 8o..d

Audlt
Commhtec

Finance and
Administr.tion
Managct

Board of
Diraatoat

M.n.8ing
Dlrector

Tcchniral
sctuices
Managea

Assistant
Managel

tcT

Audit
Manatel

Asslst.nt
M!oagea

Procurcment

Perron.l
Atritt.nt

xllt



KA G WATER AND SEWARAGE SERVICES
Ann ort and Financial Statements for the ear ended June 30, 2023

DIRECTORS

direc
repre

's term expired in 2016, The Company has been operating with a slim board of
September 2019 that comprised of the CEC and CEO Ministry of Water and one
of consumers.

St water connections are 2488 out of which 506 are active. (Metered 177 and 327
9 under disconnection)dt

a c

BO
The

An ard of directors comprising of three mcmbers (CEC Finance, CEC Water and a
Rep ve of Other County Sectors/Bodies) was constituted to manage the af fairs of the
COITI were also tasked rvith constituting the full board of directors

WA !l PPLY

SERVICES

st wage from our clients in west Pokot County and ferry it 40 kms away to Kitale sewerage
in Trans Nzoia County. The exercise is not very economical because of the costs

No !
s

rate

rpp ly
r Sourcc Mode Of Supply Water

Production
per day.
MJ

Water
Demand
Per Day.
M3

Rcmarks

K rguna Surface
water- river

-Pumping
6 pump scts
3 pumping station

360 700 Operational

2 N aku tano Pumping
6 pump sets

2 pumping stations

360 r800 operational

3 T
K

rrtar
:rin1 lct

Pumping
3 pumps
2 pumping stations

270 550 operational

1 K Iras Pumping 500 operational

5 C repa rena Gravity 1,800 6000 Operational
/managed by
the Muruny
WUA

rtun:6 o Gravity 480 500 Operational
7 S aor Gravity stalted
8 K rche liba borehole Pumping

3,.,100 10,050

otal

SE+
d

vcra c

nvol

We
eat

xlv

1.e. lire and wear, fee and labour charges etc.

I

130

Works
ongoing by
min of water

TO'TAL
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Considering the above data, the cgmp?ny has a budget defect of ksh l7 ,426,400. Despite the fact that
the county govemment pays for electricity and chemicals a mounting to Ksh 11,290,000 th.
company still has an annual budget deficit ofKshs 6,136,400.

ADMINISTRATION/HUMAN RESOURCE DEPARTMENT
Gaps exist in our current staff establishment. The company has a total of 53 staff on regular and
contract. l4 out of this staff are stationed in Muruy/Chepareria scheme. Some of the p.r.o*fl that we
are lacking are:-lntemal auditors, legal officers, ICT officer, human resources etc. We are unable to
recruit them because of our financial limitation.

TRANSPORY
. OneMotorbikes-grounded
r Pick up Nissan- grounded

Two exhausters' tracks - serviceable but one needs replacement of steering pump

CHALI,E,NGES

a

CTIALLENCES CAUSE MITIGATION
MEASURE.

LINII'TATION

I . Frequent break
downs of pumping and
electrical machines due
to old a

l. Repairs. 2. Installation
ofnew machines of
higher capacity. 3. Resort
to ravl schemes

Finance/Resour
ces

2. vandalisrn of pipes
line i.e. Chepareria

I . Line patrols.
Community and local /
political leaders'
negotiations.

The water supplies
have outlived their
design demand.

l.lnstall new machines
2.expand pipe sizes

3. Lack of water flow
in the rivers during dry
season due to illegal
water diversion

Warma, County And
National Gorv To Act

4.An unaccounted for
water

Replacement and
servicing of old meters

5. Illegal connections 2. Carryout regular
inspection.

On going, but
we lack of
finances to buy
materials

6. Old and blocked
service lines.

3. Form response team
to unblock and maintain
lines.

I Inadequate
rvater for sale

xv

NO
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7. Ongoing unending
rehabilitation of
kapenguria and
makutano w/s

Consultation with client
RVWSB, Min Of Water
And Consultant

8. Some areas are under
served due to increased
water demand and low
production.

INSTATOLLATION
OF PUMPS WITH
HIGH CAPACITY.

l.I-ack of finance to
procure advanced
billing software.

2. Seek finances to
procure billing soft wear

I . lntroduction of pay bill
number.

Done/ln place

2 Poor billing and
revenue
:ollection
metbods.

2. unsecure methods of
collecting revenue

2.Direct deposits to bank
account by client

3

dv
ac

co
ac
ca

:of
nced
unting
ages/soft

Procure advance
accounting packages

Lack of finance

I .Faulty and not
functional meters

1 I
(

,orv Metered
lonnections

2. Most consumers
were fitted with flat
rate connections at the
beginning.

I

I

I

Iigh
Inn
tacl

costs of
ing
rines.

L Electricity bills and
frequent break downs
due to aged parts.

Both
national/county
govcmmcnt

5 I
t

When funds are
available.

of
port mcans

,ack
rans

grounded vehicle and
motor bikes

l. Seek assistance from
min of water.
I . repair of motor bikes
and vchicle

6 T

c

a

0

c

a

t

nt money
to the
any

8hrS

ulty in
g huge

nting to
million.

Lack of legal frame
work i.e. county water
policy

l. Enact laws and engage
legal services.

xvl

Change from flat rate to
metered.

2. Resort to cheaper
schemes like gravity
schemes.
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7 Dcmoralized
staff.

I . Lack of motivation-
2. Salary arrears owed
to staff for 5 months in
2017 and 2 months
2018
3. Lack offinance to
pay salary in time.
4. Lack of facilitation
i.e. tools, transport,
protective clothing etc
5 ed staff

I . Improve revenue
collection-
2. Seek for funds from
County Government.
3. Talk and give hope to
staff.\
4. Retire aged staff
5. Repair grounded three
motor bikes and pickup
6. Retire all staffs above
60 ofa

Currently there
is no means of
transport. All
motor bikes
and the pickup
are all
grounded. Staff
walk to the
field or use
boda bada .

xvll
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0. Environmental and Sustainability Reporting

K,4WA ists to transform lives. This is our purpose; the driving force behind everything we do

It's wh gu des us to deliver our strategy, putting the customer/Citizen first, delivering relcvant goods

and ce and improving operational excellence. Below is an outline of the organisation's policies

that promote sustainability.and acti lti

e

o

1Ve

Sustainabilify strategy and profile -
I

fop management especially the accounting officer should make reference to sustainable

rfs, broad trends in political and macroeconomic affecting sustainability priorities,

and key achievements and failure

uiding the organisation, provide evidence of the policy

e 6uccesses, shortcomings, efforts to manage biodiversity, waste management policy and

to reduce environmental impact of the organisation's products

Employee welfare

account of the policies guiding the hiring process and whether they take into account the

ndbr ratio, whether they take in stakeholder engagements and how often they are improved

la

o

p in efforts made in improving skills and managing careers, appraisal and reward systems.

rganisation should also disclose their poticy on safcty and compliance with Occupational

and Health Act of 2007, (oSHA)

Corporate Social Responsibility / Community Engagements

ASES engaged in corporate social responsibility by way of contributions made to the

try of Water for tree planting activitics.

I

xvlll
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11. Report of the Directors

The Directors submit their report together with the audited financial statements for the year ended June
30,2023 which show the state of the company's affairs.

i) Principalactivitics

The principal activities of the Company are water service provision and sewerage services

ii) Results

The results ofthe company for the year ended June 3o,zo23 are set out on page

of the profit or loss made during the year.

l. Below is summary

ii i) Dividends

The company has not issued shares. lt is fully owned by the county Government

iv) Directors

There were no members of the Board of Directors who served during the year.

v) Auditors

The Auditor General is responsible for the statutory audit of the company in accordance with Article
229 of the constitution of Kenya and the Public Audit Act 2015 or Certified public Accountants to
carry out the audit of the Company for the yearlperiod ended June 30,2023, in accordance to section
23 of the Public Audit Act, 2015 which empowers the Auditor General to appoint an auditor to audit
on his behalf.

By Order of the Board
-G.1^

.IORI
TER IING,) lI\---

lv ANAG
PEN

OrS
GUiI
r,wE

A, \}VA
RAGE

LTD
I(A

srrR\/ICI'SN^ "{M.rt /-\p41& I

Signature...... /$r*W ''

Date..... .... . .. fL.aeg+t osy
Corporate Secrctary/Secretary to the Board

xtx
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11. Statement Of Directors' Responsibilities

Section 164 of the Public Finance Management Act, 2012 and companies Act 2015-require the

Ditlectors to prepare financial statements in respect of that Company, which give a true and fair view

ofthe state ofaffairs ofthe Company at the end ofthe financial year/period and the operating results

of the Company for that year/period. The Directors are also required to ensure that the Company

kedps proper accounting records which disclose with reasonable accuracy the financial position ofthe

COmpany. The Directors are also responsible for safeguarding the assets of the Company.

The Directors are responsible for the preparation and presentation of the Company financial

$dements, which give a true and fair view of the state of affairs of the Company for and as at the end

of the financial year (period) ended on June 30, 2022. This responsibility includes: (i)Maintaining

a@uate financial management arrangements and ensuring that these continue to be effective

thmughout the reporting period;(ii)maintaining proper accounting records, which disclose with

re45onable accuracy at any time the financial position of the entity; (iii)Designing, implementing and

mOintaining intemal controls relevant to the preparation and fair presentation of the financial

st4ements, and ensuring that they are free from material misstatements, whether due to error or

frard; (iv)Safeguarding the assets of the Company; (v)selecting and applying appropriate accounting

policies; and (vi)Making accounting estimates that are reasonable in the circumstances.

Thc Dlrectors responsibility for the Company financial statements, which have been prepared using

appropriate accounting policies supported by reasonable and prudent judgements and estimates, in

cotlformity with International Financial Reporting Standards (IFRS), and in the manner required by the

PFI4 Act, 2012,water act 2016 and companies Act 2015) - Company.

lt

xx
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rectors' Responsibilities (Continued)

of the opinion that the Company's financial statements give a true and fair view of

pany's transactions during the financial year ended June 30, 2022, and of the

ial position as at that date. The Directors further confirm the completeness of the

rds maintained for the Company, which have been relied upon in the preparation of the

cial statements as well as the adequacy of the systems of internal financial control

I

xxt

Notliin$ ha$ come to the attention of the Directors to indicate that the Company will not remain a going
II

.on&.Jl forlat least the next twelve months from the date of this statement.
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e financial statements

Th financial statements were approved by the Board on F1ilO{2'4< 2024 and

f bv:sl

Na

C

RNPOL

re

AMES

Signatu

Name J AANDIEMA

n of the Board Managing Director

xxlt
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REPUBLIC OF KENYA

RAg"-H
Enhunc ing A cctn n I uh i I i tt'

RBPORT OF THE AUDITOR-GENERAL ON KAPENGURIA WATER AND SEWERAGE
sdn{ircEs coMpANy LrMrrED FoR THE yEAR ENDED 30 JUNE, 2023

PREAMBLE

I dfarii y(ur attention to the contents of my report, which is in three parts:
I

A. Rhpo[ on the Financial Statements that considers whether the financial statements
alb fdirly presented in accordance with the applicable financial reporting framework,
afto{nting standards and the relevant laws and regulations that have a direct effect
orh the financial statements.

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

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

An unmodified opinion does not necessarily mean that an entity has complied with all
relevant laws and regulations and that its internal controls, risk management and
goverhance systems are properly designed and were working effectively in the financial
year under review.

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
Publiq Finance Managemenl Acl,2012 and the Public Audit Act, 2015. The three parts of
the report when read together constitute the report of the Auditor-General.

REPORT ON THE FINANCIAL STATEMENTS

:"ffi:Wrl#r^fditor-General 
on Kapenguria llater and Sewerage Services Company Limited for the year ended

Teleptlone: +25+(20) 3214ooo

e-tflu';ff:1ff;::;::-"
HEADqUARTERS

Anniversary Towers
Monrovia Street

P.O. Box Joo84-ooloo
NAIROBI

Adpeffse lOpinionttlI lia,,lf {udited the accompanying financial statements of Kapenguria Water and
Setvdagt Services Company Limited set out on pages 1 to 35, which comprise of the
stafedienf of financial position as at 30 June, 2023 and the statement of profrt and loss



and other comprehensive income, the statement of stalement of changes in equity,
statement of cash flows and statement of comparison of budget and actual amounts for
the year then ended and a summary of significant accounting policies and other
explanatory information in accordance with the provisions of Article 229 of the
Constitution of Kenya and Section 35 of the Public Audit Act, 2015. I have obtained 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, because of the significance of the matters discussed in the Basis for
Adverse Opinion section of my report, the financial statements do not present fairly, in all
material respects, the financial position of the Kapenguria Water and Sewerage Services
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
(Accrual Basis) and do not comply with the Water Act, 2016 and the Public Finance
Managemenl Ac!.,2012.

Basis for Adverse Opinion

1. lnaccuracies in the Financial Statements

The statement of financial position and statement of changes in equity do not include
capital and reserves of the Company which stood at Kshs.100,000 and Kshs.2,496,486
respectively as at 30 June, 2023. No explanation or reconciliation was provided for not
including the balances in the financial statements. Similarly, retained earnings at the
beginning of the year of Kshs.430,128 reflected in both financial statements differ from
the deficit reflected in the audited financial statements oI 202112021 of Kshs.20,071,840
resulting in an unexplained/unreconciled variance of Kshs.20,501,968. Further, the
statement of cash flows reflects cash and cash equivalents of Kshs.1,707,767 as at 30
June, 2023 while re-casting reflects an amount of Kshs.1 ,677,766 resulting in an
unexplained variance of Kshs.30,001.

ln addition, the restated balances in the statement of financial position were not explained
or supported.

ln the circumstances, the accuracy of the financial statements could not be ascertained.

2. Unsupported Trade and Other Receivables

The statement of financial position reflects trade and other receivables balance of
Kshs.10,750,774 as disclosed in Note 13 to the financial statements. However, the
supporting schedules and ledgers were not supported by the aging analysis to show for
how long the receivables have remained outstanding. Further, a detailed analysis on
trade and other receivables reflected a totalof Kshs.24,016,099 as outstanding while the
statement of financial position reflects a balance of Kshs.10,750,774 implying a direct net
of opening balance of Kshs.13,265,325.

ln the circumstances, the accuracy and completeness of trade and other receivables of
Kshs.10,750,774 bould not be confirmed.

Report of the Auditor-General on Kapenguria llater and Sewerage Services Company Linited for the year ended
30 June, 2023
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3. UnsupportedTrade.Payables

The stalement of financial position reflects trade and other payables balance of
Kshs.11,346,204 while Note 14 to the financial statements reflects a balance of
Kshs.11,546,204 resulting in an unexplained variance of Kshs.200,000. An ageing
analysis on the trade and other payables was not provided for audit. Further, review of
the records provided revealed that a total of Kshs.9,271,695 as outstanding while
staternent of financial position reflects Kshs.11,346,204 resulting in an unexplained
variance of Kshs.2,074, 509.

ln the circumstances, the accuracy and completeness of trade and other payables
balance of Kshs.1 1,346,204 could not be confirmed.

4. Unsupported Customer Deposits

The statement of cash flows reflects customers deposits balance of Kshs.231,000 as
disclosed in Note 15 to the financial statements. However, the supporting schedules
including customer deposit agreements and customer deposit movement schedule/ aging
analysis on the accumulated customer deposit were not provided for audit. Further, the
balance has not been reflected in the statement of financial position as a payable.

ln the circumstances, the accuracy and completeness of customer deposits balance of
Kshs.231,000 could not be confirmed.

5. Un-lVlstered Water Production Zones

The statement of profit or loss and other comprehensive income reflects operating
revenue of Kshs.13,932,770 which includes water sales amount of Kshs.1 1 ,964,820 and
as disclosed in Note 6 to the financial statements. However, the Management failed to
install and operationalize bulk meters in six (6) different production zones. As result, it
was not possible to establish the total volume of water produced in cubic metre (m3) and
further determine the acceptable level of the Non- Revenue Water as provided by the
WASREB standards. This was contrary to Section 3(a) of Water Services Regulatory
Board (WASREB) Standards for Non-Revenue Water Management guidelines, 2014
which stipulates that the acceptable levels of non-revenue water should be between 20-
250/o and also Chapter 5.2.7 of the Non-Revenue Management Standard -Guidelines
(WASREB) 2022which provide that bulk meters required for measuring allthe production
are read on monthly basis without failure to accurately calculate monthly total production.

ln the circumstances, the accuracy and completeness of water sales amount of
Kshs.11,S64,820 could not be ascertained.

6. Non-lnstallation of Meters for Registered Customers

The statement of profit or loss and other comprehensive income reflects operating
revenue of Kshs.13,932,770, which includes water sales amount of Kshs.'1 1,964,820 as
disclosed in Note 6 to the financial statements. However, there were 3,289 registered
customers as at 30 June, 2023 out of whom 445 or 14o/o of lhe total customers were fitted

Relprtlpf tfie Auditor-General on Kopenguria llater and Sewerage Services Company Limited for the year ended
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with meters, which is less than the acceptable 95% as per the requirements of WASREB.
The remaining 2844 or 86% of the total customers were not fitted with water meters as at
30 June, 2023. Further, the Management had billed all the un-metered clients at
Chepararia zone and Karas Zone with a flat rate of 12 cubic meter(m3) at Kshs.500 per
month. No justification or approved documentation for the billing of the customers with
the flat rate was provided.

7. Unsupported Property, Plant and Equipment

The statement of financial position reflects a nil balance on property, plant and equipment.
As previously reported, all the Company assets are leased from Rift Valley Water Works
Development Agency. However, the lease agreements for these leased assets were not
provided for audit. Further, the nature of the lease(s) was not confirmed and the leases
were not accounted for in line with IAS 17 paragraph 22 which requires that at the
commencement of the lease term, lessees shall recognize finance lease as assets and
liabilities in their statements of financial position. IAS 17 paragraph 31 further requires a
lessee to disclose for finance leases the net carrying amount at the end of the reporting
period and a reconciliation between the total future minimum lease payments at the
reporting period and their present value.

ln the circumstances, the accuracy, validity and completeness of the property plant and
equipment nil balance could not be confirmed.

8. Material Uncertainty Related to Going Concern

The statement of financial position reflects the total current liabilities of Kshs.22,377,099
as at 30 June, 2023 which exceeded total current assets of Kshs.17,1 12,216 resulting in
a negative working capital of Kshs.5,264,883. This results in current ratio of 0.76 against
a recommended current ratio of 1:2.

ln the circumstances, the Company was technically insolvent and dependent on the
support of the County Government and creditors to sustain its services.

The audit was conducted in accordance with the lnternational Standards of Supreme
Audit lnstitutions (lSSAls). I am independent of the Kapenguria Water and Sewerage
Services Company Limited Management in accordance with ISSAI 130 on the Code of
Ethics. I have fulfilled other ethical responsibilities in accordance with the ISSAI and in
accordance with other ethical requirements applicable to performing audits of financial
statements in Kenya. I believe that the audit evidence I have obtained is sufficient and
appropriate to provide a basis for my adverse opinion.

ln the circumstances, the accuracy and completeness of water sales amount of
Kshs.1 1 ,964,820 could not be ascertained.

Report of the Auditor-General on Kapenguria llater and Sewerage Services Company Limited for the year ended
30 June, 2023
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Key Audit Matters

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

Other Matter

Prior Year Audit Matters

The audit report of the year ended 30 June, 2022 highlighted various issues under the
repoft on financial statements and the report on laMulness and effectiveness in use of
public resources. Although Management has indicated in the report on progress made in
follow up of auditor's recommendations that the matters were resolved immediately while
others were unresolved, the actual status of the matters will be confirmed after they are
discussed by the legislature.

Other !nformation

The Kapenguria Water and Sewerage Services Company Limited is responsible for the
other information set out on page iv to xxiiwhich comprise of Key Entity lnformation and
Management, The Board of Directors, Management Team, Chairman's Statement,
Report of the Chief Executive Officer, Corporate Governance Statement, Management
Discussion and Analysis, Environmental and Sustainability Reporting, Report of the
Directors, Statement of Directors Responsibilities, Statement of Performance Against
Predetermined Objectives. The other information does not include the financial
statements and my audit report thereon.

My opinion on the financial statements does not cover the Other lnformation and
accordingly, I do not express an audit opinion or any form of assurance conclusion
thereon.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution and based on the audit procedures
performed because of the significance of the matters discussed in the Basis for
Conclusion, I confirm that public resources have not been applied laMully and in an
effective way.

Basis for Conclusion

1. Failure to Prepare and Obtain Approval for the Budget

The statement of comparison of budget and actual amounts reflects revenue and
expenditure budget of Kshs.20,500,000. However, no evidence was provided that the
budget was approved by the Board and further submitted to the County Executive
Committee Member for Finance for approval and onward transmission to the County

Report o{ the Auditor-Ceneral on Kapenguria ll/ater and Sewerage Services Company Limited for the year ended
30 Jane, 2023
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Assembly. This was contrary to Section 149 (2)0 of the Puhlic Finance Management Act,
2012 which states that in carrying out a responsibility intposed by subsection ('l), an
accounting officer shall, in respect of the entity concerned submit the estimates of an
entity, which is a county corporation, to the executive committee member responsible for
the entity who, after approving it, shall forward it to the County Executive Committee
member for finance.

ln the circumstances, Management was in breach of the law

2. Non- Compliance with Law on Fiscal Responsibility

During the year under review, the Company raised total revenue of Kshs.13,932,770.
From the revenue, the Company was expected to spend no more than Kshs.4,876,470
(35% of 13,932,770). However, the total expenditure under staff costs during the year
was Kshs.7,999,210 which was more than Kshs.4,876,470 by Kshs.3,113,741 or 22.37o/o

of the total revenue raised. This was contrary to Regulation 25(1Xa)(b) of Public Finance
Management (County Government) Regulations, 2015, which states that compensation
of employees (including benefits and allowances shall not exceed 35oh of the equitable
share of revenue raised plus other revenues generated by the County Government.

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

3. Non-Compliance with Payment of Statutory Dues

The Company had un- remitted statutory dues amount of Kshs.546,767 comprised of pay
as you earn (PAYE) Kshs.38,127, National Hospital lnsurance Fund (NHIF) of
Kshs.230,000 and National Social Security Fund (NSSF) of Kshs.278,640. No
explanation or justification was given for the failure to remit the statutory deductions. This
was contrary to Regulation 22(2)(a) of the PFM (County Governments) Regulation, 2015
which requires accounting officers to comply with any tax, levy, duty, pension,
commitments and audit commitments as may be provided for by legislation.

Scrutiny of the Company payrolls for twelve months from July, 2022 lo June, 2023 for
fifty-five employees who are employed on contractual basis, together with sampled
employee personal files, revealed that the company does not pay or make provision for
gratuity to its employee's whose contracts of services have come to an end, leading to an
undetermined amount of gratuity due to the staff who have since exited or due to exit
employment from the company. This was contrary to Section 35(5)(6) of the Employment
Act Cap 226 No.1 1 of 2007 which provides that; An employee whose contract of service
has been terminated under subsection (1)(c) shall be entitled to service pay for every year
worked, the terms of which shall be fixed. No explanation or justification was given for the
failure to pay gratuity on the expiry of the contract period.

Report of the Auditor-Ceneral on Kapenguria lYater and Sewerage Services Company Limited for the year ended
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ln thg circumstances, Management was in breach of the law

5. Expired Tariff

The etatement of profit or loss and other comprehensive income reflects operating
revenue of Kshs.13,932,770, and as disclosed in Note 6 to the financial statements. The
amount was generated from an application of a water tariff that was gazzeted on
05 March,2010 through a Gazette Notice No.2401 which was more than thirteen (13)
years since it was implemented. No explanation or justification was provided for failure by
the Company to seek for review and approval of the tariff. This was contrary to Regulation
32(2) of the Water (Services Regulatory) Rules of 2012 lhal provides that all licenses
shall contain the period in which such tariffs may be adjusted at least once in every three
(3) years.

The audit was conducted in accordance with the lnternational Standards of 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
activitbs, 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 and based on the audit
procedures performed because of the significance of the matters discussed in the Basis
for Conclusion, I confirm that internal controls, risk management and governance were
not effective.

Basis for Conclusion

1. lnformation Technology (!T) lnternal Controls

Review of the company information systems reveled that the Company has a Billing
Management System.However, the Company did not have an approved lT policy for
governance of ICT resources. ln addition there is no ICT steering committee to assist in
the development of ICT policy framework so as to enable the company to realize long
term ICT strategic goals.

2. Lack of Disaster Recovery PIan

The Company did not have in place a disaster recovery plan/business continuity plan,
which may assist in ensuring business processes resume with minimal interruptions in
the event of a disaster. Moreover, most of the transactions are done manually and the

Report of, the Auditor-General on Kapenguria l{ater and Sewerage Services Company Limited for the year ended
30 Jue, 2021
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few computers available in the offices do not have updated anti-virus to protect the
hardware and the data from malicious spare ware and malwares.

The audit was conducted in accordance with the lnternational Standards of Supreme
Audit lnstitutions (lSSAls) 2315 and 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.

in my opinion, adequate accounting records have not been kept by the Company,
so far as appears from the examination of those records; and

ilt The Company's financial statements are not in agreement with the accounting
records and returns.

Responsibilities of the 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 (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.

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 the
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.

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

Report of the Auditor-General on Kapenguria ll/ater and Sewerage Services Company Limited for the year ended
30 June, 2023
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The Board of Directors is responsible for overseeing the Company's financial reporting
pro@ss, reviewing the effectiveness of how the Marragement 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.

Audltor.General's Responsibilities for the Aud it

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditor's report that includes my opinion in accordance with the provisions
of Section 48 of the Public Audit Act, 2015 and submit the audit report in compliance with
Article 229(7) of the Constitution. Reasonable assurance is a high level of assurance, but
is not a guarantee that an audit conducted in accordance with lSSAls 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 d 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 efrective 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 controls in order to give an assurance on the effectiveness
of internal controls, risk management and overall governance processes and systems in
accordance with the provisions of Section 7(1 )(a) of the Public Audit Act, 2015 and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of
the inlernal controls would not necessarily disclose all matters in the internal controls 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 controls 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
occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions.

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

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

I

Report lf, the Auditor-General on Kapenguria llater and Sewerage Serttices Company Limited for the year ended
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o 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.

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

. Conclude on the appropriateness of Management's use of the applicable 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 sustain its services. 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 to sustain its services.

. 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 controls that are identified during the audit.

I also provide Management with a statement that I have complied with relevant ethical
requirements regarding independence and communicate with them all relationships and
other matters that may reasonably be thought to bear on my independence and where
applicable, related safeguards.

FCPA

Nairobi

25 April,2024
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KAPENGURIA WATER AND SEWARAGE SERVICES
Annual Report and Financial Statements for the year ended June 30, 2023

[7. Statement Of Cash Flows for The Year Ended 30 June 2023

Cash Flows from Ope rating Activities

6 13,932,770 6,282,74t
Grants 7 4,665,700
Customcr Dcposits l5 231,000 6l ,000
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Payments
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Cash And Cash Equivalents At Bcginning Of Year 430,t27 333,905

1,707,767 430,,127
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dW .ry
Nlrne Jantcs Lopornir

Nl anaging Director

Name Esther Chelele

Senior Accountant

ICPAK M/|.{o: 28597

4

No(e 2022-2023

, Krh.
2021-2022
- Kttts .

+-

Receipts

Operating Revenue

Total Receipts

Staff costs

Board Expenses

58 1,860 43'1,450

Incre6e/decrease in customer deposits 61,000

Cash And Cash Equivalents At End Of The Year

Name Nelly Andiema

Chairperson of the Board



KAPENGURIA WATER AND SEWARAGE SERVICES
Annual Rcport and Financial Statemcnts for the year cnd ed June 30,2023

I8. statement of comparison of Budget & Actual Amounts for The period Ended 30
June 2023

Revcnue Kshs Kshs Kshs Kshs
Operating
Revenue 12,400,000 12,400,000 _13,932,770 (1,s32,770\ t2%
Grants

8, r00,000 _8,I 00,000 8, r 00,000 0%Total
Revenue 20,500,000 20,500,000 13,932,770 6,567,230

staff cosrs 6,864,000
6 864,000 7,999,210 (t,135,210) n7%

General and
operations
Expenses

3,236,000.00 3,236,000.00 4,669,491.00 (1,433,491) t44%

Maintenance
10,400,000 ,000l0 400 581,860 9,8 I 8, 140

6%
Total
Recurrent
Expenditu re

20,500,000 20,500,000 13,250,561 7,249,439
Profit or
Loss 682,209

The financial statements were approved by the Board on

behalfby:
lt? t-brC-ttro24 andsigned on its

Name Nelly Andiema

Chairperson of the Board

)W
Name Jamcs Loporna

Managing Director

Name Esther Chelele

Senior Accountant

ICPAK M/|.{o: 28597
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IA WATER AND SEWERAGE SERVICES LTD ANNUAL REPORT AND
STATEMENT FOR THE YEAR ENDED JTINE 30 2023

the Financial Statements

Information

ES Company Ltd is established by and derives its authority and accountability from xxx

Company is wholly owned by the West Pokot County Government and is domiciled in

he Company's principal activity is provision water and sewerage services.

FINAN

ot

KA A

Act

Kc

For eniran Companies Act reporting purposes, the balance sheet is represented by the statement

of nCial position and the profit and loss account by the statement of profit or loss and other

co rehbnsive income in these financial statements

f Compliance and Basis of Preparation

The I statements have been prepared on a historical cost basis except for thc mcasurement

at amounts of certain items of property, plant and equipment, marketable securities and

hn truments at fair value, inrpaired assets at their estimated recoverable amounts and

ac ialiy determined liabilities at their present value. The preparation of financial statements in

con rmfty with International Financial Reporting Standards (IFRS) allows the use of estimates and

ass ptlons. It also requires management to exercise judgement in the process of applying the

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

or erd as$umptions and estimates are significant to the financial statements, are disclosed in Nl
The financial statements have been prepared and presented in Kenya Shillings, which is the

lun on I and reporting currency of the Company. The figures are roundcd to the ncarest Kenyan

shil

Thc ll ncial statements have been prepared in accordance with the PFM Act, the State

Co ora ons Act, Water Act 2016 and the Company's Act and International Financial Reporting

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

p nted

a

a

6



KAPENGURIA WATER AND SEWARAGE SERVICES
An nual ort and Financial Statements for the year ended June 30,2023

NOTES TO THE FINAI\CIAL STATEMENTS (Continued)

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

i' New and amended standards and interpretations in issue effective in the yeor ended 30 June 2023

Amendments to IAS l6

titled Property, Plant and

Equipment: Proceeds

before Intended Use

(issued in May 2020)

e to annual periods beginning on or after I

January 2022, prohibit a company from deducting from the cost of
property, plant and equipment amounts received from selling items

produced while the company is preparing an asset for its intended use.

Instead, a company will recognise such sales proceeds and related cost

in profit or loss

The amendments, applicabl The amendments are effective for annual

periods beginning on or after January 1 ,

2022. Early application is permitted.

Amendments to IAS 37

titled Onerous Contracts -

Cost of Fulfilling a

Conkact (issued in May

2020)

contract is onerous, the cost of fulfilling the contract includes both the

incremental costs of fulfilling that contract and an allocation of other

costs that relate directly to fulfilling contracts. They are effective for
contracts for which an entity has not yet fulfilled all its obligations on

or after I Jantary 2022.

The amendments clari$ that for the purpose of assessing whether a The amcndments are effective for annual

periods beginning on or after January l,
2022. Early application is permitted

Amendment to IFRS I

titled Subsidiary as a

First-time Adopter

icable to annual periods beginning on or after I

January 2022, provides a subsidiary that becomes a first_time adopter

later than its parent with an exemption relating to the measurement of
its assets and liabilities. The exemption does not apply to components

of equity.

The amendment, appl The amendments are effective for annual

periods beginning on or after January l,
2022. Early application is permitted.

7

Effcctivc Datc
Title Dcscription



II Amendmcnt to IFRS 9

titled Fees in the ' l0 per

cent' Tcst for

Derecognition of

Financial Liabilities

Thc amendmcnt, applicablc to annual pcriods beginning on or aftcr I

January 2022, to IFRS 9 clarifies the fees rhar a company includes when

assessing rvhether thc tcnns of a nc\\,or modified financial liabiliry arc

substantially difl'erent from the tenns of the original financial liability.

Thc amendmcnts are effective for annual

Amendment to IAS 4l

titled Taxation in Fair

Value Measurements

(issued in May 2020 as

part of the Annual

Improvements to IFRS

Standards 2018-2020)

The amendment, applicable to annual periods beginning on or after I

January 2022, to IAS 4l removed the requirement to exclude taxation

cash flows when measuring fair value. This amendment aligned the

requirements in IAS 4l on fair value measurement with those in other

IFRS

The amendments are effective for annual

periods beginning on or after January 1,

2022. Early application is permitted.

nlG

The Directors have assessed the applicable standards and amendntents. Based on their assessment of impact of application of the above, they

do not expect tlrat tltere will be a sigttificant in pact on the conpanyts /inancial statements, Or thefollowing has been ossessed to be significant

for the company and has been addressed asfollows..-

8
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Description llffective Date

periods beginning on or after January l,

2022. Early application is permitted



KAPENGURIA WATER AND SEWERAGE SERVICES LTD ANNUAL REPORT AND FINANCIAL STATEMENT FOR THE YEAR
ENDED JLTNE 30 2023

NOTES TO THE FINAI\CIAL STATEMENTS (Continued)

Application of New and Revised International Financial Reporting Standards (IFRS)
ii' New and antended standards ond interprelotions in issue but iot yet ilfective in the yeor ended 30 June 2023.

IAS I - Presentation

of Financial

Statements

I "Presentation of Financial Statements,' sets out the overall

requirements for financial statements, including how they should be

structured, the minimum requirements for their content and overriding

concepts such as going concern, the accrual basis ofaccounting and the

current/non-current distinction. The standard requires a complete set of
financial statements to comprise a statement of financial position, a

statement of profit or loss and other comprehensive income, a statement

of changes in equity and a statement ofcash flows.

IAS The amendments are effective for annual

periods beginning on or after January l,
2023. Earlier application is permitted.

Amendments to IAS I

titled Classification of

Liabilities as Current

or Non-current

(issued in January

2020)

a criterion in IAS I for classifuing a liabiliry

as non-current: the requirement for an entity to have the right to defer

settlement of the liability for at least 12 months after the reporting

period.

The amendments, clarifo The amendments are effective for annual

periods beginning on or after January l,
2023. Earlier application is permitted.

Amendments to IAS I

titled Disclosure of

Accounting Policies

(issued in February

2021\

ents, applicable to annual periods beginning on or after I st

January 2023, require entities to disclose their material accounting

policy information rather than their significant accounting policies

The amendm The amendments are effective for annual

periods beginning on or after January I ,

2023. Earlier application is permitted.

9
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KAPENGURIA WATER AND SEWERAGE SERVICES LTD ANNUAL REPORT AND FINANCTAL STATEMENT FOR THE YEAR
DL!. U

lncomeIAS I2
Taxes

IAS 12, "lncomc Taxes" implements a so-callcd 'comprehensive

balance sheet method'of accounting for income taxes which reiognizes

both the current tax consequences of transactions and cvents and thc

future tax consequences of the future recovery or settlement of the

carrying amount of an entity's asscts and liabilities. Differenccs

between the carrying amount and tax base of assets and liabilities, and

carried forward tax losscs and crcdits, are recognized, with limited

exceptions, as deferred tax liabilities or deferred tax assets, with the

latter also being subject to a 'probablc profits' test.

The amcndmcnts arc effcctivc lor annual

reporting periods beginning on or after

January l, 2023. Early adoption is

pennitted.

IAS 8- Accounting

Policies, Errors and

Estimates

The amendments are effective for annual

reporting periods beginning on or after

January l, 2023. Early adoption is

permitted.

trfrE tr*liFtilfriF,t

1

iii. Early adoption of standards

The entity did not early - adopt any new or amended standards in year 202212023

10

t

The Directors do not plan to apply an), of tlre above until they become effective. Based on their assessment of the potential impact of
application of the above, they do not expect tlrat there will be a significant impact on the company's financial statentents OR The

directors have elected to early adopt NA and iltey expect NA to be the impact of the adoption of the entity financial statements.

llffective Date

The amendments, applicable to annual periods beginning on or after I st

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.



KAPENGURIA WATER AND SEWERAGE SERVICES LTD ANNUAL REPORT AND
FINANCIAL STATEMENT FOR THE YEAR ENDED JIINE 30 2023

NOTES TO THE FINANCIAL STATEMENTS (Continues)

4. Summary of Significant Accounting policies

The principle accounting policies adopted in the preparation ofthese financial statements are

set out below:

a) Revenue recognition

Revenue is measured based on the consideration to which the entity expects to be entitled in a
contract with a customer and excludes amounts collected on behalf of third parties. The entity
recognizes revenue when it transfers control of a product or service to a customer.

i) Revenue from the sale ofgoods and services is recognised in the year in which
the company delivers products/services to the customer, the customer has

accepted the products/services and collectability of the related receivables is

reasonably assured.

ii) Grants from Government Entities are recognised in the year in which the

company actually 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.

iii) Finance income comprises interest receivable from bank deposits and investment

in securities, and is recognised in profit or loss on a time proportion basis using

the effective interest rate method.

iv) Dividend income is recognised in the income statement in the year in which the

right to receive the payment is established.

v) Rental income is recognised in the income statement as it accrues using the

effective interest implicit in lease agreements.

vr) Other income is recognised as it accrues.

ll
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I.JRIA WATER AND SEWERAGE SERVICES LTD ANNUAL REPoRT AND
AL STATEMENT FOR THE YEAR ENDED ruNE 30 2023

lO THE FINANCIAL STATEI\IENTS (Continued)

r of Significant Accounting Policies

b) ln-kind contributions
l

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

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

In-ki

andJ

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

utiOns can be reliably determined, the Company includes such value in the statement of

com hehsive income both as revenue and as an expense in equal and opposite amounts;

othe se, the contribution is not recorded but disclosed

Property, plant and equipment

Cert

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

atifn and impairment losses.
I

c{tegories of property, plant and equipment are subsequently carried at re-valued

amo , being their fair value at the date of re-valuation less any subsequent accumulated

atifn and impairment losses. Where re-measurement at re-valued amounts is desired,
I

all it s iin an asset category are re-valued through periodic valuations carried out by

d{rt external valuers

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

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

are charged against the revaluation reserve account; all other decreases are charged

S

com

same se

plant

carry

t o[ loss in the income statement. Gains and losses on disposal of items of property,

olDquipment are determined by comparing the proceeds from the disposal with the net

mount of the items, and are recognised in profit or loss in the income statement.gal

t2



KAPENGURIA WATER AND SEWERAGE SERVICES LTD ANNUAL REPORT AND
FINANCIAL STATEMENT FOR THE YEAR ENDED JTINE 302023

NOTES TO THE FINANCIAL STATEMENTS (Conrinued)

Summary of Significant Accounting policies

d) Depreciation and impairment of property, plant and equipment
Freehold land and capital work in progress are not depreciated. Capital work in progress relates
mainly to the costs of ongoing but incomplete works on buildings and other civil works and
installations.

Depreciation on property, plant and equipment is recognised in the income statement on a
straight-line/reducing balance basis to write down the cost of each asset or the re-valued
amount to its residual value over its estimatcd useful life. The annual rates in use are:

Freehold Land o/-/o
Leasehold Land -/o
Buildings and civil works 10%
Infrastructure works o//o

Plant and machinery 8 t25%
otor vehicles, including motor cyclesM 6 2s%

Computers and related equipment 3 333%
ce equipment, fumiture and fittingsoffi

8%

A full year's depreciation charge is recognised both in the year of asset purchase and in the
year of asset disposal.

Items of property, plant and equipment are reviewed annually for impairment. where the
carrying amount of an asset is assessed as greater than its estimated recoverable amount, an
irnpaimtent loss is recoguised so that the asset is written down immediately to its estimated
recoverable amount.

Item Yca rs Ratcs

t2

l3
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KAP IA WATER AND SEWERAGE SERVICES LTD ANNUAL REPORT AND
FIN STATEMENT FOR THE YEAR ENDED JUNE 30 2023

NO S TO THE FINANCIAL STATEMENTS (CONtiNUCd)

arj of Significant Accounting Policies

fntangible assets

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

ac laied amortization and accumulated impairment losses. Amortization is recognized on

AS ht-f ine basis over their estimated useful lives. The estimated useful life and amortization

rncth ale reviewed at the end of each reporting period, with the effect of any changes in

estimqte being accounted for on a prospective basis. Intangible assets with indefinite useful

lives that are acquired separately are carried at cost less accumulated impairment losscs.

f) Amortisation and impairment of intangible assets

sation is calculated on the straight-line basis over the estimated useful life of theAmo

irltan bld asset. All intangible assets are reviewed annuatly for impairment. Where the

g {mount of an intangible asset is assessed as greater than its estimated recoverable

e)

ann

c

alno t, fit impairment loss is recognised so that the asset is written down immediately to its

esh ted recoverable amount.

Investment property

ett property, which is property held to earn rentals and/or for capital appreciation

ing property under construction for such purposes), is measured initially at cost,

incl ng'transaction costs. Subsequent to initial recognition, investment property is measured

at fai vafue. Gains or losses arising from changes in the fair value of investment property are

ed lin 
profit or loss in the period in which they arise. An invesrment properry is

dere gnized upon disposal or when the investment property is permanently withdrawn from

use d future economic benefits are expected from the disposal. Any gain or loss arising

nition ofthe property (calculated as the difference between the net disposal proceeds

Inve

(incl

incl

ond

and

d

c

no

og

ing amount of the asset) is included in profit or loss in the period in which the

pro s derecognized

t4



KAPENGURIA WATER AND SEWERAGE SERVICES LTD ANNUAL REPORT AND
FINANCIAL STATEMENT FOR THE YEAR ENDED JUNE 30 2023

NOTES TO TIIE FINANCIAL STATEMENTS (Continued)

Summary of Significant Accounting policies

h) Right of Use Asset

The right-of-use assets comprise the initial measurement of the corresponding lease liability,
lease payments made at or before the commencement day, less any lease incentives received
and any initial direct costs. They are subsequently measured at cost less accumulated
depreciation and impairment losses. Whenever the entiry incurs an obligation for costs to
dismantle and remove a leased asset, restore the site on which it is located or restore the
underlying asset to the condition required by the terms and conditions of the lease, a provision
is recognized and measured under IAS 37. To the extent that the costs relate to a right-of-use
asset' the costs are included in the related right-of-use asset, unless those costs are incurred to
produce inventories. Right-of-use assets are depreciated over the shorter period of lease term
and useful life of the underlying asset. Ifa lease transfers ownership of the underlying asset or
the cost of the right-of-use asset reflects that the entity expects to exercise a purchase option,
the related right-of-use asset is depreciated over the useful life of the underlying asset. The
depreciation starts at the commencement date of the lease. The right-of-use assets are presented

as a separate line in the statement of financial position.

i) Fixed interest investments (bonds)

Fixed interest investments refer to investment funds placed under Central Bank of Kenya
(CBK) long-term infrastructure bonds and other corporate bonds with the intention of eaming
interest income upon the bond's disposal or maturity. Fixed interest investments are freely
traded at the Nairobi Securities Exchange. The bonds are measured at fair value through profit
or loss.

j) Quoted investments

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

l5
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STATEMENT FOR THE YEAR ENDED JUNE 30 2023C

a

S

r

O THE FINANCIAL STATEI\{ENTS (Continued)

of Significant Accounting Policies

nquoted investments

ed investments stated at cost under non-current assets, and comprise equity shares held

overnment owned or controlled entities that are not quoted in the Securities

ge

n are stated at the lower of cost and net realizable value. Cost comprises direct

ls d, where applicable, direct labour costs and those overheads that have becn

bringing the inventories to their present location and condition. Cost is calculated

eighted average cost method. Net realizable value represents the estimated selling

s ll estimated costs of completion and costs to be incurred in marketing, selling and

ti

rade and other receivables

o er receivables are recognized at fair values less allowances for any uncollectible

se are assessed for impairment on a continuing basis. An estimate is made of

vables based on a review of all outstanding amounts at the year end. Bad debts

off after all efforts at recovery have been exhausted and when the necessary

write off is granted.

ventories

)

nd

I

I

l6



KAPENGURIA WATER AND SEWERAGE SERVICES LTD ANNUAL REPORT AND
FINANCIAL STATEMENT FOR THE YEAR ENDED JI'NE 302023

NOTES TO THE FINANCIAL STATEMENTS (Continued)

Summary of Significant Accounting policies

n) Taxation

i) Current income tax

Current income tax assets and liabilities for the current period are measured at the amount
expected to be recovered from or paid to the taxation authorities. The tax rates and tax laws
used to compute the amount are those that are enacted or substantively enacted, at the reporting
date in the area where the Company operates and generates taxable income. Current income
tax relating to items recognized directly in net assets is recognized in net assets and not in the
statement of fi nancial performance.

Current income tax assets and liabilities for the current period are measured at the amount
expected to be recovered from or paid to the taxation authorities. The tax rates and tax laws
used to compute the amount are those that are enacted or substantively enacted, at the reporting
date in the area where the Entity operates and generates taxabre income.

Management periodically evaluates positions taken in the tax returns with respect to situations
in which applicable tax regulations are subject to interpretation and establishes provisions
where appropriate.

o) Deferred tax

Deferred tax is provided using the liability method on temporary differences between the tax
bases of assets and liabilities and their carrying amounts for financial reporting purposes at the
reporting date.

l7



KAP GURIA WATER AND SEWERAGE SERVICES LTD ANNUAL REPORT AND
FIN CIAL STATEMENT FOR THE YEAR ENDED JUNE 30 2023

NOT

Sum

IS

S TO THE FINANCIAL STATEMENTS (Continued)

ary of Significant Accounting Policies

Deferted tax liabilities are recognized for all taxable temporary differences, except in rcspect

of taxhble tcmporary differenccs associated with invcstments in controllcd entities, associatcs

and irterests in joint ventures, whcn the timing of the rcversal of thc tcmporary differences can

be codtrolled and it is probable that the temporary dilferences will not reverse in the foreseeable

futurs. Deferred tax assets are recognized for all deductible temporary differences, the carry

forward ofunused tax credits and any unused tax losses. Deferred tax assets are recognized to

the e(tent that it is probable that taxable profit will be available against which the deductible

temporary differences, and the carry forward of unuscd tax credits and unused tax losscs can

be utilized, exccpt in respect of deductible temporary differences associated with investments

in controllcd entities, associates and interests in joint ventures, defcrrcd tax asscts are

recogtfized only to the extent that it is probable that the tcmporary diffcrcnces will rcvcrse in

the fo[eseeablc future and taxable profit will be available against which the tcmporary

differences can be utilized.

The chrrying amount of deferred tax assets is reviewed at each reporting date and reduced tot"
the e>{fent that it is no longer probable that sufficient taxable profit will be available to allow

I

all orlfiari ofthe deferred tax asset to be utilized. Unrecognized defened tax assets are re-

ur*.ieO at each reporting date and are recognized to the extent that it has become probable
I

that fifturg taxable profits will allow the defened tax asset to be recovered. Deferred tax assets

and I bililies are measured at the tax rates that are expected to apply in the year when the asset

zed or the liability is settled, based on tax rates (and tax laws) that have been enacted or

subst tively enacted at the reporting date

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

or dellcit. Deferred tax items are recognized in correlation to the underlying transaction in net

assetsJ Doferred tax assets and deferred tax liabilities are offset if a legally enforceable right

exists to set off current tax assets against current income tax liabilities and the deferred taxes

relate to the sarne taxable entity and the same taxation authority.

TI

l8
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KAPENGURIA WATER AND SEWERAGE SERVICES LTD ANNUAL REPORT AND
FINANCIAL STATEMENT FOR THE YEAR ENDED JUNE 30 2023

NOTES TO THE FINANCIAL STATEMENTS (Continued)

Summary of Significant Accounting policies

p) Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of
qualifying assets, which are assets that necessarily take a substantial period of time to get
ready for their intended use or sale, are added to the cost ofthose assets, until such time as

the assets are substantially ready for their intended use or sale. To the extent that variable rate
borrowings are used to finance a qualifuing asset and are hedged in an effective cash flow
hedge of interest rate risk, the effective portion of the derivative is recognized in other
comprehensive income and reclassified to profit or loss when the qualifying asset impacts
profit or loss. To the extent that fixed rate borrowings are used to finance a qualifying asset
and are hedged in an effective fair value hedge of interest rate risk, the capitalized borrowing
costs reflect the hedged interest rate. Investment income eamed on the temporary investment
of specific borrowings pending their expenditure on qualiffing assets is deducted from the
borrowing costs eligible for capitalization. All other borrowing costs are recognized in profit
or loss in the period in which they are incurred.

q) Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and cash at bank, short-term deposits on call
and highly liquid investments with an original maturity of three months or less, which are
readily convertible to known amounts ofcash and are subject to insignificant risk ofchanges
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 include short term cash imprests and advances to authorised public officers
and'/or institutions which were not surrendered or accounted for at the end of the financial year.

l9
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RIA WATER AND SEWERAGE SERVICES LTD ANNUAL REPORT AND
L STATEMENT FOR THE YEAR ENDED JUNE 30 2023

S TO THE FINANCIAL STATEMENTS (Continued)

ary of Significant Accounting Policics

Borrowings

t bfaring loans and overdrafts are initially recorded at fair value being received, net of

ost8 associated with the borrowing. Subscqucntly, these are measured at amortised cost

effective interest rate method. Amoltised cost is calculated by taking into account

sue cost and any discount or premiurn on settlement. Finance charges, including

m! payable of settlement or redemption are accounted for on accrual basis and are added

arfying amount of the instrumcnt to thc cxtcnt that they are not settled in the period in

they arise. Loan interest accruing during the construction of a project is capitalised as

the cost ofthe project

Trade and other payables

and other payables are non-interest bcaring and are carried at amortised cost, which is

ed at the fair value of contractual value ol'the consideration to be paid in future in

olgoods and services supplied, whcther billcd to the entity or not, less any payments

o the suppliers

f.etirement benefit obtigations

m$any operates a defined contribution scheme for all full-time employees from July l,

hd scheme is administered by an in-hor.rsc tcam and is funded by contributions from

e lompany and its employees. The company also contributes to the statutory National

Sepurity Fund (NSSF). This is a dcfined contribution scheme registered under the

al $ocial Security Act. The company's obligation under the scheme is limited to specific

utifns legislated from time to time and is currently at Kshs. 760 per employee per

) frovision for staffleave pay
I

yeds' entitlements to annual leave are rccogllised as they accnre. A provision is made
I

es$mated liability for annual leave at thc rcporting date.

e

20



KAPENGURIA WATER AND SEWERAGE SERVICES LTD ANNUAL REPORT ANDFINANCIAL STATEMENT FOR THE YEAR ENDED JLTNE 302023

NOTES TO THE FINANCIAL STATEMENTS (Continued)

Summary of Significant Accounting policics

v) Exchange rate diflerences

The accounting records are maintained in the functional currency of the primary economic
environment in which the entity operates, Kenya Shillings. Transactions in foreign currencies
during the yearlperiod are translated into the functional currency using the exchange rates
prevailing at the dates of the transactions or valuation where items are re-measured. Any
foreign exchange gains and losses resulting from the settlement ofsuch transactions and from
the translation at year-end exchange ratcs of monctary assets and liabilities denominated in
foreign currencies are recognised in profit or loss.

w) Budget information

The original budget for Fy 2022-2023 was approved by the Board of Directors on 15 July
2023 Subsequent revisions or additional appropriations were made to the approved budget in
accordance with specific approvals from the appropriate authorities. The additional
appropriations are added to the original budget by the entity upon receiving the respective
approvals in order to conclude the final budget. Accordingly, the Company recorded additional
appropriations of 0. The Company's budget is prepared on a different basis to the actual income
and expenditure disclosed in the financial statements. The financial statements are prepared on
accrual basis using a classification based on the nature of expenses in the statement of financial
performance, 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 reclassified by presentation
to be on the same basis as the approved budget. A comparison ofbudget and actual amounts,
prepared on a comparable basis to the approved budget, is then presented in the statement of
comparison of budget and actual amounts. In addition to the Basis difference, adjustments to
amounts in the financial statements are also made for differences in the formats and
classification schemes adopted for the prescntation of the financial statements and the approved
budget' A statement to reconcile the actual amounts on a comparable basis included in the
statement of comparison of budget and actual amounts and the actuals as per the statement of
Comprehensive income has been presented under section l4 of these financial statements.
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RIA WATER AND SEWERAGE SERVICES LTD ANNUAL REPORT AND
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S TO THE FINANCIAL STATENIENTS (Continues)

Service concession arrangements
I

omf,any analyses all aspects of service concession arrangements that it enters into in

nirlg the appropriate accounting treatment and disclosure requirements. In particular,

a pfivate party contributes an asset to the arrangement, the Company recognizes that

heh, and only when, it controls or regulates the services the operator must provide

wi

an

th the asset, to whom it must provide them, and at what price. In the case of assets

'whole-of-life' assets, it controls, through ownership, beneficial entitlement or

Sc anv s gn fican rcS dua ll cIc S n hc assct a hc cnd o h arran cmcf n Anv

h

re

d,

() o o lt zed a re lneasured hc r la r a Lt To the cx c lt tha an its S as b cnt h

ZE rhe o lI panv a So recog11 Z S a corrcSpond I1 5 a

a

C b v adj u S cd v a caSb

tion paid or received

Comparative figures

n.{.rrury comparative figures for the previous financial year have been amended or

*r[a ,o conform to the required changes in presentation.

) Subsequent events

f,uup 
Ur.n no events subsequent to the financial year end with a significant impact on

fncial statements for the year ended June 30, 2023.

nificant Judgments and Sourccs ol'Estimation Uncertainty

cp tion of the Company's financial statemcnts in conformity with IFRS requlres

tTl nt to make judgments, estimatcs and assumptions that affect the reported amounts

u s, expenses, assets and liabilitics, and the disclosure of contingcnt liabilities, at the

he rting period. However, unccrtainty about these assumptions and estimates could

n tcomes that require a material adjustment to the carrying amount of the asset or

ctcd in future pcriods
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NOTES TO THE FINANCIAL STATEMENTS (Continues)

a) Estimates and assumptions

The key assumptions concerning the future and othcr key sources of estimation uncertainty at
the reporting date, that have a significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial year, are described below. The
Company based its assumptions and estimatcs on parameters available when the financial
statements were prepared. However, existing circunrstances and assumptions about future
developments may change due to market changes or circumstances arising beyond the control
of the company. Such changes are reflected i. the assumptions when they occur.

b) Useful lives and residual values

The useful lives and residual values of assets are assessed using the following indicators to
inform potential future use and value from disposal:

r The condition ofthe asset based on the assessment ofexperts employed by the
Company

o The nature ofthe asset, its susceptibility and adaptability to changes in technology
and processes

o The nature of the processes in which the asset is deployed

o Availability of funding to replace thc assets

c) Provisions

Provisions were raised and management determined an estimate based on the information
available. Additional disclosure of these estimates of provisions is included in Note NONE.

Provisions are measured at the management's best estimate ofthe expenditure required to settle
the obligation at the reporting date, and are discounted to present value where the effect is
material.
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Publicity and advertising I 80,120
Audit fees 232,000 232,000

(WAL cllc s n dan c CS RMA w SA REo B 1,6ts,7 s2 t,667,090
Hospitality expensesAVelfare 136,910
Provision for doubtful debts I,300,000
Total 4,669,491 11,572,095

KAPENGURIA WATER AND SEWERACE SEI{VICES LTD ANNUAL REPORT ANDFINANCIAL STATEMENT FOR THE YEAR ENDI]D JTINE 30 2023

l0.Board Ex enses

I l. Maintenance Ex enscs

l2.Cash and and Bala n ccs

13. Accounts Receivables

Sitting allowances
20,000

Total Board Expenses
20,000

Plant and Equipment 581,860 437,450
Total

581,960 437,450

amc ofbank, account no.& currencvN 'I'1'pe of
account

2022-2023 202t-2022

Kenya commercial bank acc no 1106207744-
ria water and sewerak ecll

Opcrations 835,29 182,549

enya commercial bank acc no I10817594-
ria water and sewera

K
ka eel1

Opcrations 166,s96 118,739

enya commercial bank acc no I 1 108 175 l7-
a water and sewera

K
ka

Opcrations 282,062 78,322

MPESA 390 880 000
Cash in hand 32 938 23 518TOTAL

13,265,325 t3,265,325
Outstanding receivables as at 30 June 2023 B 24,016,099

et changes in account receivablcs C:A-I}N (10,750,,774) 13,265,325
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10, the aging analysis of the gross trade
was as follows

Less har 30 days 527,656
Betu len 30 and 60 days

614,,293

Betu )en 60 and 90 days 635.396

Bet\^ ,'en 9l and 120 days 21,543941

Tota 24,016,099

I .Ar

Pa ya les asi tt l"t July 2022 A 20,817,899 20,817,899
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Undr on (v ar 1,300,340 t4 3,330,864 l6
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I
1,949055 2t% 3,747,221 l8

2-l v ars 2,'77(t,900 30% 6,66t,727

Over !ye ars 3,24s,400 35% 7,0780,86 34o/o

Tota, 9,271,695 20,817,899

I I ,Ct

Open ngl ]alance

Increr sel 1 customer deposits during the ycar 231,000

TOT LL 231,000 1,558,200

I ( Fr I n (

Ba rk rnd asc h balancc 430,128 333,905

T( )T rL 333,905430,128

F C STATEMENT FOR THE YEAR ENDED JI.INE 302023
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KAPENGURIA WATER AND SEWERAGE SEI{VICES LTD ANNUAL REPORT AND
FINANCIAL STATEMENT FOR THE YEAR ENDED JUNE 302023

17. Related Party Disclosurcs

County Government of West pokot

The County Government of West Pokot is thc principal shareholder of the Company, holding
100% of the company's equity interest. Thc County of Govemment of wEsr poKor has
provided full guarantees to all long-term lendcrs of thc Company, both domestic and external.

Other related parties include:

o The County Department in charge of Water

. County Govemment of Wcst pokot

o Water works Agencies

o WASREB

o WARMA

r Water Sector Trust Fund

. Key managcment

. Board of directors

o Others (spccify)

(i) Credit risk

The company has exposure to credit risk, which is rhe risk rhat a counterparty will be unable
to pay amounts in full when due. Credit risk ariscs lronr cash and cash equivalents, and deposits
with banks, as well as trade and other receivablcs and available-for-sale financial investments.

Management assesses the credit quality of cach customer, taking into account its hnancial
position, past experience and othcr factors. Individual risk limits are set based on internal or
external assessment in accordance with limits sct by the directors. The amounts presented in
the statement of financial position are net of allorvances for doubtful receivables, estimated by
the company's management based on prior cxpcrience and their assessment of the current
economic environment.
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The carrying amount of financial assets recordcd in the financial statements representing the
entity's maximum exposure to crcdit risk without taking account of the value of any collateral
obtained is made up as follows:



IA WATER AND SEWERACE SERVICES LTD ANNUAL REPORT AND
STATEMENT FOR THE YEAR ENDED ruNE 302023

rs under the fully pcrforming category are paying their debts as they continue

credit risk associated with thcsc receivables is rninimal and the allowance for

amounts that the company has rccognised in thc financial statements is considered

cover any potcntially irrecovcruble amounts. The company has significant

e

le

on of credit risk on amounts dr,rc liorn Custorrcrs.

of directors scts the colxpany's crcdit policics and objectives and lays down

within which the various aspects ol'credit risk nranagement are operated.

idity risk managcment

sponsibility for liquidity risk nranallcment rests rvith the Company's directors, who

an appropriate liquidity risk nranrlrcment fralllcwork for the management of the

short, n-redium and long-tcrm lirn<ling and liquidity rranagement requirements. The

ages liquidity risk through continuous n.roniloring of forecasts and actual cash

low represents cash t'lows payablc by the company under non-derivative financial

their remaining contractual maturitics at the rcporting date. The amounts disclosed

are the contractual undiscountcd clsh flows. Ballnces due within l2 months equal

g balances, as thc impact of discorrnting is not significant

A t 3 Ju ne 2023
'adrTr Re ceivables 23,346,099

rnkB bal tnces t,707 ,767 | ,701 .7 67

25,723,866 25,053,866

At lr Ju ne2022 (previous Year)

t6,705.607 16,705,603 1,300,000

Bt rnl bal rnccs 430,127

Tr lta
430.127

17,135.734 17,135,730 I,300,000
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At 30 June 2023 current year
Trade payables 9,27 t,695 9,27 t,695
Provisions 670,000 670,000
Total 9,947,695 9,941,695
At 30 June 2022 previous year
Trade payables 20,817,899 20,817,899
Provisions I,300,000 1,300,000
Total 22J77.J99 z2Jl1-899

I
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is the summary of issues raised by the extenral auditor, and management

t were provided to the auditor

I

Inaccuracies in the

statement of Proflt or Loss

& Other Conrprehensive

Income

None
Not

Resolved
30th June,2024

I

Inaccuracies in the

Statement of Financial

Position

Not

Resolved
30'h lune,2024

2
Inaccuracies in Cash and

cash Equivalcnt

Not

Resolved
30th June, 2024

3
Error of

transposilion
Resolved Resolved

4
Misclassification of

expenses

Expense corrcctly

classified
Resolvcd Resolvcd

5
Property, Plant and

Equiprnent

Not

Resolved

3 l'r December,

2024

6
Unsupportcd Inventory

Balance

The cornpany

does not hold

stock ol itcrns

Resolved Resolved

7
Unsupported debtors from

the Ministry of water

l'rovision lbr bad

dcbts and lvrite

off of Kshs

1,300,000 was

cffectcd in thc

Not

Resolved
3Oth Junc, 2024

I t
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20. Appendiccs

APPENDIX l: PROGRESS ON FOLLOW UP OF AUDITOR RECOMMENDATIONS

Issuc / O bscrl'a tions li'trrrr

Autlilor

\lartagrr:i,,i

'()nlnt (' I

Status:

(Ilcsolvel /
Not

Rcsolved)

'l'ilnel'rarne :

(Put a dute

. x'hcu you

c,U)tlcl llte issu (

lo bc rcsolved)

Inaccuracies in the

Financial Statement



KAPENGURIA WATER AND SEWERAGE SEIIVICES LTD ANNUAL REPORT AND
FINANCIAL STATEMENT FOR TI]E YEAI{ ENDI]D JUNE 302023

Financial

statclnents

8 Unpaid share capital

'fhc company is

lully owncd by

the County

Govcrnment

Resolved 3Oth June, 2023

9

Undisclosed Matcrial

Uncertainty Rclating to

Going Conccm

'fhis accumulated
tlcficit has bccn
occasioned by
high cost of
production duc to
use of elcctricity
in all pumping
stations. To
a llcviate this, the
County
(iovcrnment of
\\/cst Pokot in
l)urtncrship with
\\'atcr Sector Tmst
Irund has fundcd
sovcral gravity
t'atcr projccts to
incrcase water
production at low
cost
Clonscquently, the
company will
rcturn to
pro(rtability by
nreeting customers
dcmand and cost
ol roduction

Not

Resolved
3Oth June, 2024

l0
Non-lnstallat ion of Water

Meters

During the year
under review, the
company
cxperienced
financial
constraints

Not

Resolved
3Oth June, 2025

3l

llcferen cc

No. on thc

ertcrnal

audit

Ilcport

-I'inrcfram 
e :

(Put a dttc

. x,hen you

expccl lhc issu e

to hc resolred)

,r", .\lll r:r gc ttr c r. t

:rrrr tt ten ts
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coupled with
managerial
weaknesses hence
could not
undcrtakc such a
critical activity.

Currently, with a

substantivc board
of directors and
managenrent team
in place, the
company will
endeavour to
mobilize
resources lbr
installation of
meters to
registered
customers.

[. Unaccountcd for Watcr Work in progress
Not

Resolved
30th June, 2024

2
Failure to Meet Budgeted

Revenue Target

Occasioncd by
high cost ol
production

Not

Resolved

3 1tt December,

2024

Long Outstanding Trade

Debtors
Work in Progress

Not

Resolved
30tl'June, 2014

4 30'l'June, 2024
Unsupportcd Tradc and

Other Payables

Supporting
documentat ions
such as invoices
and vendor
statements
provided

Not

Resolved

Cash procurenrent of Fuel,

Oil and Lubricants

Frameworli
Contract signcd
with Service
Provider

Rcsolved l" July, 2023

IrIT

32

Issue / 0bscn'ations I'r'orn

Auditor

llltnage rn e rtt
|'

cornlndnts

Status:
.1

(llcsolvcd /
h'ot

Il asolved)

'l'iriicfrlrnc:

(P.ul a lule

xthcn you

c-tpec't the issut

to he resolrtd)

13.

I

is.



t6

Unsupported Domestic

Travel and subsistence

Expenditure

Not

Resolved
30th June, 2024

17
Unsupported Iloard

Expenses

Documents for the
county executive
ad hoc comrnittee

rovided

Not

Resolved
3Oth June, 2024

Basis for con clusion

I

Presentation and

Disclosures in thc Financial

Statements

Financial
statcments have
bccn amcndcd

Not

Resolved
30th June, 2024

2
Irregular Cash procurcment

of Maintenance cxpeltses Outstanding Not resolved 1"1 July,2024

.,
Late submission of

Financial statcrncnts

The company has
subntitted
financial
statements within
the timelines as
provided in
section 149 (2) (k)
of the PFM Act,
2012.

Resolved 3Oth June, 2023

4
Unremitted Statutory

Deductions

The company
currently remits
the statutory
deductions within
the provided
timelines

Resolved
lttJanuary,

2024

5

Non-Compliance with the

One-Third of Basic Salary

Rule

Occasioned by
advance salaries
extended to
employecs during
tinres of financial
distress

Not resolved 3Oth June, 2024

6
Non-compliancc with law

on ethnic composition Work in Progress
Not

Resolved

JJ
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Ilcfcrcn cc

No. on thc

cxtcrnal

audit

Il,cport

;::,}ffi

,,"::ffi

'l'irncframc:

(Put o datc

x,hen you

t-vprt:t lhe issue

to he rcsollcd)

ffi.,ut"'' 
ar i.tts frottt 'Ianage rne n t

conr nlen ts

3 1'r December,

2025
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Lack ofApproved Budget

The budgct was
approved by the
county exccutive
committec
mcrnbcrs lbr
water and llnaucc.
Board of
Directors have
becn appointed.
Thcy will rrpprovc
the budget
estimates
henceforth.

Resolved 1't July, 2023

I

Lack of Procurement

Function

The county
procuremcnt
function u'us
utilizcd b1, thc
company

Not

Resolved
l't July,2024

( )

Unresolved Prior Year

Audit Matters on

Recommendation of

Oversight Bodies

3 1't December,

2024
Work in Progrcss

Not

Resolved

Rcport on effectiveness of intcrnal con t rols, risk managcment and governance

Lack ofa Substantive Board Resolved

Resolved

a ointcrl

Sccondment of the Acting

Managing Director

The Boaril of
Directors Iras bccn
constitutccl
Thc Managing
Dircctor hls becn

Lack of Servicc Provision

Agrecment

3 I tt December,

2024

Not

Resolved

Lack of Internal Audit

Function and an Audit

Committee of the Board

Partially

Resolved
30th June,20l24

Thc boartl of
Directors rvill
draft and lpprove
a scrvicc
provision

The comprrny
utilizcd thc
county's audit
function in

a-!lrecl1lclll

34

lt

Stltus:

(Resoh'cd /
|''ot

Rcsolyctl)

'l'irrrcfrlnrc:

(l'}ui a dutt

tthatt 1'ott

e-tpact tlte issuc

ru lte rcsolrtl)

Issue / Obscn ations l'rorn

,\rrdittrr

7

I 1't July,2023

2
Itt January,

2024

3

4
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absentia of a
substantive board
of directors.

5
Lack of Risk Managemenr

Policy and Strategy

The board of
dircctors will draft
and approve a risk
management
strategy and

-Pslsv.

Not

Resolved
30'h June, 2024

6
Lack of Approved ICT

Security Policy

The board of
directors will
develop and
approve ICT
security policv

Not resolved
3 1't December,

2024

7
Management of Cash and

Cash Equivalcnt

The segrcgation
ofduties has been
established

Resolved 30th June, 2023

Name James Loporna

Signature

H:::::*":':'c{t/-y
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llcfcrencc

No, on thc

ertcrn:tl

audit

Ilcport

'l'inrcframc:

(Put a latc
. wlren 1,ou

expcct thc issue

to he rcsolved)

Issuc / Ol: 'r'r a( rrrs li.onr

Auditor

llanagerncnt

corrltncn Is
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A
P ts

d : Projects Implemented By the Company

emented by the Company Funded by development partners

ects completion

U
r

fii*

I

al'l

R uPlcPvvwt024t006 Water

sector

Trust

Fund

3 years 90 million YES NO

I

Sta tu of

ln I I I ton90 100% 90 million 90 million Water sector

trust fund and

county

govemment

ny

erp
a

36

I

lill"'
Ploiect Nunrbci

Pificct Total

Iproject
Cost

l'otal '

expcndcd to
datc

Pcriod/
tlu r:t tiorr

Conrplction'%
to date

oDbn Donttr ' .''
cotrt tttitnt t rr t

Scpr rrttc
rlotror
rcllorting
rctluircd irs

pu'Ihc
dortor
ilgre e nl en {

( \'e si No)

Actull

Consoliduted
irr thcsc

fi n a ncial
sliltcments
(Ycs/No)

H

Budgct Sources of
l!nds

84 million

--T---

ltl



84 million l00o/omy
are:

rpr
na

'oject

90 million 90 million 90 million
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ppendix II: Projects Implemented By the Company

tus of Projects completion

Water sector

trust fund an,

county
govemment

37

TActuel
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)trTtTot
Pro.
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GIPrr




