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KEY ENTITY INFORMATION
Background informatios

Kyeni Water and Seweruge Company Lid (KYEWASCO) is a water service provider
(WSP) which was incorjwrated in June 2008 and mandated by Tana Water Services
Board through Service Pr vision Agreement (SPA). KYEWASCO covers an area of over
192.8 km2 which has a uopulation of about 80,466. The head office is at Kathanjuri,
Kyeni Division Embu couaty.

Principal Activities
The principal activity of the KYEWASCO is provision of water and sewerage services
within the designated s :vice provision agreement (SPA) region of Runyenjes Sub-
county of Embu County.
Key Management
KYEWASCO day-to-day management is under the following key organs:

- Board of irectors.

- General M inager

- Managem 'nt

Fiduciary Management

The caretaker management personnel who held office during the financial year ended 30"
June 2019 and who had cirect fiduciary responsibility were:

No. Designation Name

1. General Manager -Edwin Njue

2. Technical Officer AR )
o] A o

E 8 ¢ountant -Jacinta Ndegwa
4. Human Resource Officer -Daniel Murimi

5. Revenuc Officer -Bancy Nyakio
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Directors

The interim committee me=bers who served the entity in place of the board are as
follows:

1.  Mr Renson Mbogo I gurukiri - Chairman
2. Mr Gerald Muturi - Member

3. Mr Dionisio Njeru - Member

4. Mrs Beatrice Mwari - Member

5. Mr Japheth Mbogo - Member

6.  Mr Godfrey Ngondi - vice chairman
7. Mr lewis Muriithi - Member

8. Mr Gabriel Njue - Member

9.  Eng. Richard Mbogo - Chief Executive

Registercd1 Office headquater

Kathanjuri Divisional Hezdquarter
Runyenjes + Karurumo reoad

P.O. Box 315-60103

Runyenjes, KENYA

Corporate Contacts

Telephone: (254) 715 87( 863
--mail: kyewasco@yahoo .com

Corporate Bankers

1. Co-operative bank «f kenya
Embu branch
P.O. Box 1337-6011)
Embu, Kenya

Independent Auditors

Auditor General

Office of the Auditor Gereral
Anniversary Towers, University Way
P.O. Box 30084

GOP 00100

Nairobi, Kenya
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Principal Legal Advisers
1. The attorney general state law office
Harambee avenue
P.o. box 40112
ity square 00200
Nairobi, Kenya
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THE BOARD OF DIREC {ORS

WARD  |NAME I 1

| KYENISOUTII | ERASMUS KITHINJI | Date appomled ted 27™ August 20'19 '
MU "HENYA

DOB. 1977
Key Qualification: Bsc (BED - ECDE)
Work experience: Teacher (Deputy I1.

Teacher)
5 KYENINORTH | AN HONY RUTERENYAGA | Date appointed 27" August 2019

L. DOB. 1981
| &7 Key Qualification: Diploma
‘ Work experience: Businessman
3. KYENI T OUTH | FEATA MARIGU MUMERU | Date appointed 27" August 2019
| r DOB. 1969
’ Key Qualification: “O” Level

| Work cxpcuence Farmer

4KYENINORTH R( BERT MWANIKI INJERU | DE&:EpomtE& 27" August 2019

DOB. 1959
Key Qualification: “O” Level
Work experience: Farmer

5. KYENI SOUTH | § ELLA KAGENDO KARIUKI | Date appointed 27" August 2019

'DOB. 1974
Key Qualiﬁcalion BSc (social work)
Work experience: Social worker

| Date. appomtcd 27™ August 2019

6. KA(;A,ARI
SOUTH |

"DOB. 1975
Key Qualification: “O” Level
Work experience: armer

R (S|
7KYENI NORTH | BEA’ I RICI MWARI NJIRU Date appomlcd 7 August 2019

DOB. 1958
i ' Key Qualification: “O” Level
1 i ,LT-;_)_ | Wgrlj Expcnenw Farmer
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8. GENERAL
MANAGIR

CHARLES WAMAI

9.EMBU COUNTY
GOVERNMENT
REP

- NO.

10.COMPANY
SECRETARY

Wi !éokom;lgdm 'éompan'y

Date appointed 7™ July 2019

| DOB.
Key Qualification:
Work experience:
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CARETAKER MANA GEMENT TEAM
|

1. Ed

V;l;l—N_]U.C o General Manager
i ' key Profession/Academic Qualifications: Bsc (Water
- Engineering) Served the company up to 15™ of march 2019

Tochmical Officer
- key Profession/Academic Qualifications: Dip (Water
f Technology)

owa

EN Accountant

key Profession/Academic Qualifications: Dip in Accounts

Human resource Officer

- key Profession/Academic Qualifications: (Dip Human
Resource Management). Served the company as acting general
manager from 15" march 2019 up to 9 July 2019

5. Bancy Nyakio | Revenue Officer -
pen LN key Profession/Academic Qualifications: CPA K

| 6.COMPANY - Wangoko and company |
SECRETARY

—
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CHAIRMAN'S STAT! MENT
It gives me great pleasure to present the 2019 annual report and financial statements for
KYENI'WATER AND SEWERAGE COMPANY LIMITED. During the year under
review, we continued t make great strides in our service provision agreement area in our
focal role of enhancing water provision services.

Financial Performance

The financial year 2018 - 2019 under review was a challenging one for the company.
The gross water income attained was Kshs. 11 million compared to Kshs13 million in
2018, with about 2 miliion decrease.

This can be attributed to the local politics which prevailed during the period dwelling on
issues of billing and accrued debts.

Appreciation

We continue to enjoy the support and goodwill inter alia of our client, the County
Government, suppliers, other service providers, regulatory authority and board. I wish to
record out appreciation (o them all and note that we highly value these relationships.

I also wish to thank and congratulate the management of the company for the loyalty,
dedication and tireless cfforts that have made the year possible.

Finally, tomy fellow committee members, thank you for your commitment, support and
considered advice that is so essential in this extremely noble service.

ERAsMmus  KHheST

Chairman Date ....... ::1@) 07)%10 .............
B.0.D))
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REPORT OF THE C/IIEF EXECUTIVE OFFICER

Itis my pleasure to report on another successful year. In 2019 Kyeni Water and Sewerage
company Itd has again registered a water sales income of Kshs. 11 million down from
Kshs. 13/ million in 2013. The decrease in income was due to various challenges the
company went through during the period such as the recent drought and local politics.

Customer Service

Our business motto is * :o exceed our customers’ expectations”. This has seen our
delivery of service to b= no longer giving our clients promises, but deliver the promises.
We keep our promise &t the hour of reckoning, when a customer makes a complain. We
endeavour to keep abreast with the ever-changing times. We work closely with our
clients. To support therr and our staff, we hold regular trainings to share our thoughts
and make them understzad our services.

Branch Network

Our branch network continues to grow in line with our business model and we aim to
align ourselves with the zounty government and ensure full representation. Branches are
opened after a thorough feasibility study is conducted. Our growing network currently
consists of two branches.

These branches are managed by dynamic persons who are always available to provide
solutions to the needs of our clients.

Customer Base

Customer base of 9,937 connections spread over an area of 192.8 km 2 with a population
base of 80,466. A population of 48,446 is for now adequately served by the reticulation
system in place stretching a distance of 350 km in form of assorted sizes ranging from
25mm diameter to 250 mm diameter.

Information Technology

We can only accord superior services when our processes are efficient and effect. The
need for a robust and pragmatic information technology platform was identified after a
thorough review of the processes. The company has commenced implementation of a
new integrated billing software that is web based, hence transforming the waywe do
business. Once implemented, the system will offer us with a competitive advantage and
above all ensure that we are able to offer a superior customer service.

Staffing |

Our staffs are the greatest resource and we have an exciting mix of skills in various
disciplines blicnded with wealth of experiences. The average age of our employees is
approximately thirty-five years. They are enthusiastic to make certain that we are always
in the front. These empioyees arc always ready to roll up their sleeves whenever required
to perform specific task to ensure that customers’ needs are met and our goals achieved.
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in the front, These employees arc always ready to roll up their sleeves whenever required
to perform specific tasks to ensure that customers™ needs are met and our goals achieved.
|

Conclusion

Kyeni water has continued to be the front runner and this can only be due to the
commitment and diligence by the board and management staff who have worked
tirelessly to satisfy our clients, and all stakeholders. I register my appreciation to the
support which has made 2018 - 2019 'Y a momentous year for all of us.

We hope that in 2019 - 2020 FY we will offer even better services.

CLhaotes W W oaens A
R and

Ag. General Manager. Date gg-\ &) \ 5c 20
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CORPORATE GOVERNANCE STATEMENT

Good corparate governance is key to the integrity of water sector institutions and markets
and is central to the health of our economics and their stability. Corporate governance
plays a leading role in making it certain how corporations and their boards and
management are directed, controlled and held to account. Corporate governance
therefore encompasses the systems, practices and procedures by which the individual
corporation regulates itself in order to remain competitive, cthical, sustainable and fair.
THE BOARD OF KYEWASCO limited follows, principles of openness, integrity and
accountability in its stewardship of the company’s affairs. It recognizes the developing
nature of carporate governance and assesses the company’s’ compliance with generally
accepted caorporate governance practice on a regular basis. directly and through its board
committees and management. The role of the board is to ensurce compliance by focusing
on and providing the company’s™ overall strategic direction and policy ~making as well
as performance review through accountability and ensuring appropriate monitoring and
supervision. The board is also responsible for the overall system of internal control and
for the reviewing its effectiveness. The controls are designed to both safeguard the
company’s] assets and ensure the reliability of financial information.

A management team, comprising the general manager and senior staff meets regularly to
consider issues of operational and strategic importance to the company. Here below are
the key features of the existing corporate governance practices within KYENT WATER
AND SEWERAGE COMPANY LIMITED which are reviewed and improved on a
regular basis: -

1. Board of Directors

The board of directors consists of seven non-executive directors representing various
stakeholders™ groups and two others seconded by the county government. The chairman
of the board is a non-executive director and the board meets formally at least four times a
year.

The board is responsible for setting the direction of the company through the
establishment of strategic objectives, key policies and approval of budgets. It monitors
the implementation of strategies and policies through a structured approach to reporting
by management and consequent accountability.

The directors are actively involved in and bring strong independent judgment on board
deliberations and discussions. These directors have a wide range of knowledge and
experience of local markets that is applied to the formulation of strategic objectives and
decision making.

The board meets regularly and retains full and effective control over the company in all
strategic. financial, operational and compliance areas. To assist the board in the
discharge of its responsibilities, board committees have been established. All the board
committees meet at least four times a year. The committees are as follows: -

a) Audit Committee

xii
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The audit committee comprises of three non-executive directors and a senior manager.
The committee is responsible for inter alia, developing and advising an audit and
financial controls and compliance issues of the company. It also defines the scope of the
internal audit function and acts as a liaison between the external auditors and
management.

b) Finance, HR, And Technical Committee

The finance. HR and technical committee comprises of three non-executive directors and
the general | manager. The committee provides guidance to the board on finance and
technical requirements for the company.

2. Intérnal Controls

The company has implemented and maintained internal controls designed to provide
reasonable assurance as to the integrity and reliability of the financial statements and to
adequately safeguard and maintain accountability of the company’s™ assets. Such
controls are/ based on established policies and procedures and are implemented by trained
personnel with appropriate segregation of duties. The effectiveness of the system of
internal controls is monitored regularly through operational meetings and the annual
external audit.

~

3. Related Party Transactions and Directors Remuneration.

The remuneration for directors consists of sitting allowances for their services in
connection with the Board and committee meetings.

The aggregate amount of dircetor’s remuneration for services rendered during the year
ending 30" June 2019 are contained under note 4 of these annual report and financial
statements.

4.  Going Concern
The directors confirm that the company has adequate resources {o continue in business

for the feasible future and therefore the continued use o f going concern as a basis of
preparing the financial statements.

Chairman AG. General Manager

Xiil
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MANAGEMENT DISCUSSION AND ANALYSIS

The company management is composed of a lean team of four members as shown in page
5. The Ag. General Manager takes the responsibility of overseeing smooth operation of
activities through effective and timely communication, coordination, control and offering
leadership. The other officers in the management team heads and are responsible for
various sections/department in the company.
During the period under review. KYEWASCO has operated under difficult conditions
mainly due to the following factors

a) Disraption of mains due to ongoing/completed road constructions and

rchabilitations
b) Billing Issues

a) Disruption of Mains Duc to Ongoing Road Constructions
Since last year, road maintenance and construction activities were and have been on the
rise being supported by both national and county governments. During implementation of
these activities our lines (Main and sub-branches) were sometimes destroyed making the
company to incur extra costs in replacing them. On the other hand. when repairs are not
undertaken immediately. there was loss of revenue due to supply disruption.

b) Billing Issues
Billing issues started in November 2016 when a section of consumers from Kyeni North
location started complaining about high billing through metering among other issues. The
complaints were based on other community-based water projects in our arca of operation;
their water i$ not metered and their monthly charge is on average Ksh 250/=. The matter
culminated with a public baraza at Mufu market on 27" December 2017 and subsequence
public meetings addressed Kyeni MCA. The governor His Excellency Martin Wambora
‘ssued a directive that the consumers should pay a flat rate of Ksh 200/= and their account
arrears to be lifted. This created confusion significantly affecting the company’s revenue.

X1V
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CORPORATE SOCIAL RESPONSIBILITY STATEMENT/SUSTAINABILITY
REPORTING

The company upholds its core values which enshrine ethical business practices,
compliance with regulatory and other legal requirements and respect for humanity.,
communities and the environment. The company’s’ corporate social responsibility
(CSR) hinges on two key pillars, employces and welfare programmes.

During the year, our employees have become an important part of this noble objective.
The employees are the backbone of our success.

Therefore. we have unrelentingly ensured that they have a favourable work environment.
Training and development of staff has continued to be an important part of our business.
All staff are encouraged to attend internal and external training sessions in order to
upgrade themselves technically and professionally. The internship placement
programmes has continued with several students working as interns in various
departments. Those students are drawn from various colleges.

XV
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REPORT OF THE DIRECTORS

The Directors submit their report together with the audited financial statements for the
year ended June 30. 2019 which show the state of the KYEWASCO aftairs.

l’rincipai activities

The principal activities of the entity are provision of water and sanitation services within
the Service Provision Agreement (SPA) area.

Results

The results of the entity for the year ended June 30, 2019 are set out on page 1. Below is
a summary of the profit and loss made during the year.

Dividends

Subject to the approval of the sharcholders, the Directors do not recommend payment of
any divided.

Directors

The members of the Board of Directors(caretaker committee) who served during the year
are shown on page (vii) and (viii).

Auditors

The Auditor General s responsible for the statutory audit of KYEWASCO in accordance
with Article 229 of the Constitution of oo and the Public Audit Act 2015 for the year
ended June 30, 2019 .

By Order of the Board .
+ e ald fVLcZu'\% L

Director

Date: D.q] 6) | 2020

XVl
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The Public Finance Management Act, 2012 and the State Corporations Act, require the
Directors|to prepare financial statements in respect of that company, which give a true
and fair \?'cw of the state of afTairs of the company at the end of the financial year and the
operating|results of the company for that year. The Directors are also required to ensure
that the company keeps proper accounting records which disclose with reasonable
accuracy the financial position of the company. The Directors are also responsible for
safeguarding the assets of the company.

The Directors are responsible for the preparation and presentation of the company’s
financial statements, which give a true and fair view of the state of affairs of the company
for and as at the end of the financial year ended on June 30, 2019. This rt.sponslblllly
includes: ( maintaining adequate financial management arrangements and ensuring that
these continue to be effective throughout the reporting period: (ii) maintaining proper
accounting records. which disclose with reasonable accuracy at any time the financial
position of the entity: (iii) designing, implementing and maintaining internal controls
relevant to the preparation and fair presentation of the financial statements, and ulsmmg
that they are free from material misstatements. whether due to error or fraud; (iv)
safeguarding the assets of the company: (v) sclecting and applying appropriate
accounting policies; and (vi) making accounting estimates that are reasonable in the
circumstances.

The Directors accept responsibility for the company’s financial statements. which have
been prepared using appropriate accounting policies supported by reasonable and prudent
Jjudgements and estimates, in conformity with International Financial Reporting Standards
(IFRS), and in the manner required by the PFM Act and the State Corporations Act. The
Directors are of the opinion that the company’s financial statements give a true and fair
view of the state of the company transactions during the financial year ended June 30.
2019, and of the company financial position as at that date. The Directors further confirm
the completeness of the accounting records maintained for the company, which have been
relied upon in the preparation of the company’s financial statements as well as the
adequacy of the systems of internal financial control.

Nothing has come to the attention of the Directors to indicate that the company will not
remain a going concern for at least the next twelve months from the date of this statement.

Approval of the financial statements

The company financial statements were approved by the Board on 1%]q \Q_qu
2019 and signed on its behalf by:

‘F(—_’d <8 f\/\,q( ij J}L:q:/, w‘uf,/%w,w ;‘\J/‘H’\J Awfc b:)

\amc Name me
Director Director Director
XVil
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OFFICE OF THE AUDITOR-GENERAL P.O. Box 30084-00100

Enhancing Accountability

REPORT OF THE AUDITOR-GENERAL ON KYENI WATER AND SEWERAGE
COMPANY LIMITED FOR THE YEAR ENDED 30 JUNE, 2019

REPORT ON THE FINANCIAL STATEMENTS
Adverse Opinion

| have audited the accompanying financial statements of Kyeni Water and Sewerage
Company Limited set out on pages 1 to 52, which comprise of the statement of financial
position as at 30 June, 2019, statement profit or loss and other comprehensive income,
statement of changes in equity, statement of cash flows and the statement of comparison
of budget and actual amounts for the year then ended, and a summary of significant
accounting policies and other explanatory information in accordance with the provisions
of Article 229 of the Constitution of Kenya and Section 35 of the Public Audit Act, 2015. 1
have obtained all the information and explanations which, to the best of my knowledge
and belief, were necessary for the purpose of the audit.

In 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 the
financial position of the Kyeni Water and Sewerage Company Limited as at
30 June, 2019, and its financial performance and its cash flows for the year then ended,
in accordance with International Financial Reporting Standards, and do not comply with
the Water Act, 2016, the Companies Act, 2015 and the Public Finance Management Act,
2012.

Basis for Adverse Opinion
1. Inaccuracies of the Financial Statements

The statement of financial position reflects, two different amounts in respect to non-
current assets - Kshs.6,171,876 and Kshs.34,460,891. The statement also reflects total
assets balance of Kshs.34,460,891 and total equity and liabilities of Kshs.34,367,556
resulting in a variance of Kshs.93,335 which has not been explained or reconciled.

Further, the statement of cash flows reflects cash and cash equivalents at the end of the
year of Kshs.5,727,059. However, a recast of the balance gave Kshs.5,635,724 resulting
to unreconciled and unexplained variance of Kshs.91,335. The statement also reflects a
balance of Kshs.9,500 in respect to internal proceeds whose source could not be
established.

In addition, the statement of changes in equity reflects retained earnings balance of
Kshs.1,808,401 whereas in Note 45(iv) to the financial statements, the balance is
Kshs.2,727,158 resulting to unexplained and unreconciled variance of Kshs.918,757.

Report of the Auditor-General on Kyeni Water and Sewerage Company Limited for the year ended 30 June, 2019
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In the circumstances, accuracy and completeness of the above financial statements for
the year ended 30 June, 2019 could not be confirmed.

2. Discrepancies in the Bank and Cash Balances

As disclosed in Note 30 to the financial statements, the statement of financial position
reflects bank and cash balance of Kshs.5,727,059. The balance includes an overdraft of
Kshs.81,468 in a current account at a commercial bank. However, the respective cash
book reflects a negative balance of Kshs.39,497 resulting in an unreconciled and
unexplained variance of negative Kshs.41,971.

Further, the bank reconciliation statements for the month of June, 2019 reflected
Kshs.331,724 as the balance as per bank certificate. However, the respective bank
statement and bank confirmation certificate reflected a balance of Kshs.378,478 resulting
in an un-reconciled or unexplained variance of Kshs.46,754.

In addition, the respective bank reconciliation statement reflects Kshs.72,800 in respect
to receipts in the bank statements which was subtracted from the balance in the cash
books therefore understating the cash and cash equivalents as at 30 June, 2019 by the
same amount.

In the circumstances, the validity and accuracy of the bank and cash balance of
Kshs.5,727,059 as at 30 June, 2019 in the statement of financial position could not be
confirmed.

3. Inaccuracy in Trade Receivables

As disclosed in Note 27(b) to the financial statements, the statement of financial position
reflects gross trade receivables balance of Kshs.25,082,840. However, the trade
receivables ledgers reflected a balance of Kshs.22,310,487 resulting to unreconciled
variance of Kshs.2,772,353. The statement reflects a trade and other receivables balance
of Kshs.22,561,956 whereas in Note 27(a) the balance is Kshs.20,079,438 resulting to
unreconciled variance of Kshs.2,482,518.

In addition, the Management made a provision for doubtful receivables of
Kshs.2,508,284. However, basis for the provision was not availed for audit review.

In the circumstance, the accuracy and completeness of the Kshs.22 561,956 trade and
other receivables reflected in the statement of financial position as at 30 June, 2019 could
not be confirmed.

4. Unsupported Customer Deposit Withdrawals

As disclosed in Note 37 to the financial statements, the statement of financial position
reflects trade and other payables of Kshs.5,242,266. The balance, as previously reported,
includes other payables of Kshs.2,877,053 which further includes Kshs.2,264,750 which
has been reflected in Note 35 as borrowings. Review of records indicated that the
Company withdrew this money in April, 2016 from the customer deposit account. No

Report of the Auditor-General on Kyeni Water and Sewerage Company Limited for the year ended 30 June, 2019
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supporting documents were availed approving the withdrawal and the balance has not
been reimbursed.

Consequently, the accuracy, completeness and validity of borrowings of Kshs.2,264,750
as at 30 June, 2019 could not be confirmed.

5. Unsupported Top-up Allowances

As disclosed in Note 12(b) to the financial statements, the statement profit or loss and
other comprehensive income reflects staff costs of Kshs.9,146,513. The balance includes
top-up allowances of Kshs.330,768 paid to four (4) seconded staff from County Executive
of Embu. However, documents in support of the top-up payment to the seconded staff
were not availed for audit review.

In the circumstances, the accuracy and validity of top-up allowances of Kshs.330,768 for
the year ended 30 June, 2019 could not be confirmed.

6.0 Administration Costs

As disclosed in Note 12 to the financial statements, the statement profit or loss and other
comprehensive income reflects administration costs of Kshs.12,780,266. The following
observations were made:

6.1 Unsupported Directors’ Emoluments

The balance includes Director's emoluments of Kshs.585,794. Included in balance is
sitting allowances of Kshs.350,000. Review of records availed revealed that the board
held five (5) meetings during the year under review and members were paid with varying
rates for each sitting - between Kshs.2,000 and Kshs.6,000 per sitting per member.
However, attendance register for the board meetings and documentary evidence to justify
the varying rates used to pay members allowances were not availed for audit review.
Further, balance includes Kshs.176,320 whose supporting documents including payment
vouchers containing full details, clear narrations, particulars of the items to which they
related and appropriate authority were not availed for audit review.

6.2 Other Unsupported Expenditure

The balance includes staff training expenses of Kshs.149,400. However, the invitation
letters, training needs assessment, programme and back to office reports were not
availed for audit review. Further, the balance includes legal fees of Kshs.133,910 under
consultancy fees. However, the procurement documents including list of registered
suppliers, tender evaluation minutes and award letters were not availed for audit review.

In the circumstances, the accuracy and validity of the above expenditure amounting to
Kshs.809,630 expenditure for the year ended 30 June, 2019 could not be confirmed.

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

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 of Matter

1. Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects final receipts budget
and actual on comparable basis of Kshs.25,571,907 and Kshs.13,653,499 respectively
resulting to an under-funding of Kshs. 11,918,408 or 47% of the budget. Similarly, the
statement reflects final expenditure budget and actual on comparable basis of
Kshs.25,571,907 and Kshs.16,594,258 respectively resulting to an under expenditure of
Kshs.8,977,648 or 35% of the budget.

The under collection of income and under expenditure affected the planned activities and
may have impacted negatively on service delivery to the public.

2. Unresolved Prior Year Matters

In the audit report of the previous year, several issues were raised. However, the
Management has not resolved the issues or given any explanation for failure to adhere
to the provisions of the Public Sector Accounting Standards Board templates and The
National Treasury’s Circular Ref: PSASB/1/12 Vol.1(44) of 25 June, 2019.

Other Information

The Board of Directors is responsible for the other information. The other information
comprises the Company'’s information, corporate governance and the report of Board of
Directors as required by the Companies Act, 2015. The other information does not include
the financial statements and the auditor’s report thereon.

My opinion on the financial statements does not cover the other information and | do not
express an audit opinion or any form of assurance conclusion thereon.

In connection with my audit of the Company’s financial statements, my responsibility is to
read the other information and, in doing so, consider whether the other information is
materially inconsistent with the financial statements or the knowledge obtained in the
audit, or otherwise appears to be materially misstated. If, based on the work | have
performed, | conclude that there is a material misstatement of this other information, | am
required to report that fact. | have nothing to report in this regard.
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REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, because of the significance of the
matters discussed in the Basis for Conclusion on Lawfulness and Effectiveness in Use of
Public Resources section of my report, | confirm that public resources have not been
applied lawfully and in an effective way.

Basis for Conclusion
1. Non-compliance with Law on Annual Report and Financial Statements

The annual report and financial statements did not disclose key staff details including date
of birth, key qualification, and membership to professional bodies and work experience.
Further there are inaccuracies in pages, balances inf Note 12(a) and 12(b) are illegible
and the statement of comparison of budget and actual amounts is not properly headed.
This is contrary to the template Public Sector Accounting Standards Board templates and
The National Treasury’s Circular Ref: PSASB/1/12 Vol.1(44) of 25 June, 2019.

Consequently, the Management is in breach of the law.
2. Irregular Engagement of Casuals

The Management engaged six (6) casuals for twelve (12) months and paid them a total
of Kshs.516,547. This is contrary to Section 37(b) of the employment Act, 2007 which
states that “Notwithstanding any provisions of this Act, where a casual employee performs
work which cannot reasonably be expected to be completed within a period, or a number
of working days amounting in the aggregate to the equivalent of three months or more,
the contract of service of the casual employee shall be deemed to be one where wages
are paid monthly and Section 35(1)(c) shall apply to that contract of service”.

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

3. Breach of Water Service Provisions Agreement

Included in the bank and cash balance of Kshs.5,727,059 is Kshs.60,000 in respect to a
bank guarantee resulting from an agreement between Tana Water Services Board and
the Company entered in July, 2013. However, review of the guarantee letter dated
1 August, 2013 revealed that the guarantee was for one (1) year which expired on
31July, 2014. This is contrary to the Water Service Provisions Agreement which provides
that the bank guarantee shall always be secured at the beginning of each financial year.
Further, no bank balance confirmation certificate was provided for audit review.

In the circumstances, the Management is in breach of the agreement.
4. Non-compliance with Non-Revenue Water Guidelines

During the financial year under review, the Company produced a total of 1,039,740 cubic
meters (M%) of water. However, out of this volume, only 463,883 cubic meters (M3) of
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water was billed to customers as consumed. The balance of 575,857 M*® which is
approximately 55% of water produced represented Unaccounted for Water (UFW). The
UFW of 55% was over and above the allowable loss of 25% by 30% according to Water
Services Regulatory Board (WASREB) guidelines. The non-allowable unaccounted for
Water of 30% may have resulted in loss of sales estimated at Kshs. 8,160,265(at the rate
of Kshs.25.83M3). No explanations have been rendered for the high NRW and measures
being put in place to comply with guidelines.

Consequently, the Company is in breach of the guidelines.

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

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1)(a) of the Public Audit Act, 2015, because of the significance
of the matters discussed in the Basis for Conclusion on Effectiveness of Internal Controls,
Risk Management and Governance section of my report, based on the audit procedures
performed, | confirm that internal controls, risk management and governance were not
effective.

Basis for Conclusion
Long Outstanding Trade Receivables

Note 27(b) to the financial statements reflects Kshs.22,574,556 in respect to trade
receivables as at 30 June, 2019. However, the respective aging analysis report availed
for audit review reflects Kshs.11,174,227 in respect to long outstanding trade receivables
which are older than three (3) years. Further, the Management has not instituted any
recovery measures or demonstrated their intention to write off the debts totaling
Kshs.11,174,227 as they are likely to be irrecoverable if action is not taken.

In the circumstances, it has not been possible to confirm existence of effective debt
collection mechanisms.

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

As required by the Kenyan Companies Act, 2015, except for the matters under the Basis
for Adverse Opinion, Other Matter, Basis for Conclusion on Lawfulness and Effectiveness
in Use of Public Resources and Basis for Conclusion on Effectiveness of Internal
Controls, Risk Management and Governance sections of my report, | report based on my
audit, that:

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

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

(i) The Company’s financial statements are in agreement with the accounting records
and returns.

Responsibilities of Directors and Board of Directors

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

In preparing the financial statements, Management is responsible for assessing the
Company's ability to continue as a going concern, disclosing, as applicable, matters
related to going concern and using the going concern basis of accounting unless
Management is aware of the intention to liquidate the Company or 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,
2018.

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

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

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

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

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

¢ |dentify 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
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fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control.

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

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

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

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

Perform such other procedures as | consider necessary in the circumstances.

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

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

Eois

AUDITOR-GENERAL

Nairobi

09 November, 2021

Report of the Auditor-General on Kyeni Water and Sewerage Company Limited for the year ended 30 June, 2019

9



l'—Y—
|
Kyeni Water and Sewerage Company [.TD.

' " Annual Reports and Financial Statements

| For the year ended June 30,2019 7 . -

' STATEMENT OF PROFIT AND LOSS AND OTHER COMPREHENSIVE INCOME FOR
THE YEAR ENDED 30 JUNE 2019

‘ — =
| "Reyenue | , 1 6 11981100 13302050
| Costofsales | } _ _ | 71(2,894,004) | (10,261,139) |
Gross profit - o - ‘ 908709 | 3,040911 |
|
‘ 'Gv_raimrsr I%l__ﬁ lhciT\trz’nionzll_(i(wiun'm_wnl - _ ) 8 o _l__.45@280i : 7 7]}109_50 1
" Interest income | . B ] 0 0 o
. | Other Income | i , _ - B 10| 251,469 | _7,_g5_,30§1'
\ Other ;:alns/(_ossqs) . o - 7 | My o0y 0
| TOTAL REVENUES 10760845 | 114635, 166|
| OPERATING EXPENSES - — ]
Administration Costs _ 12 12,780,266 | 11,744,763 E
‘ Selling and Dlslrlbulmn C osts 7 _ 13] 919988 | 1062916 |
| FinanceCosts | | 14  of 0]
| - ] T 1 |
I . , : . | 1
" TOTAL QP}CRA:I‘ING EXPENSES . _ 151 13,700,254 | 12 807 679 i
I I B R - S '
‘I R =T - B o - o . !
| S ST ) o . e e ]
. PROFIT/(LOSS) BEFORE TAXATION (2939409 | (1,172,513) |
[
INCOME TAX E};ﬂ:}\}SE/(CR'i:I_)!Tl‘)" i T - '0']
[ PROFITALOSS) AFTER TAXATION || (2939409 (1,172513)
|
I o — —_— F > ————————————
‘ OIIII*_ILQQMPRH!PNSIVP ll\C()Mb 7 _ i I - 1|
Fair value through comprehensive income ) - o 0 0
_ Slual_lls_(ldellc.ll ob revaluation of PPE 0] 7 0|
‘ TOTAL (‘()MI’R[HI' VS[VP INCOME P()R THE ' YE AR 1 (2 ‘)39 409) 3 (1 172 517) 11
[ I R
| e | ) . R I
‘ Earnings per share Tl basic and diluted 17 X 0 1[ s 0 1\
Dividend per share | o 8 ol 0]
| ) | | B |
| I — T R—
‘ . i . o l I ]
\




Kyeni Water aﬂd Sewerage Co: pany LTD.
Annual Reports and Financiz Statements
For the year ended June 30,2 19

L ? e n A 12

| ASSETS | o
Non-Current Assbts - - R Y P
| Property, plant and equipment o . 19 6,171,876 7,080,364
_Intangible assets | = = - 2 ] 0 el
| Investmentproperty [ 21 | o ¢
| Prepaid operating lease rentals L 22 | S S I
_Fixed interest investments (bonds) - 25 0 0 0
Quoted investments I . 0 0
Unquoted investments - o o 25 0 0
Staff receivables d le aﬁcr one year 27(c) 0 0
__Total Non- Current Assets - _— f - _ii iﬁlkiivil_’/‘_l_,ﬁ_?_qﬁi 7,080,364
Current Assets | S NN R
Inventories | e 0 0
Trade and other recgivables o 27(a) | 22,561,956 | 24,825,181
_Tax recoverable - 28 | 0| 0
Short-term deposits| o o 29 | 0 0
| Bank and cash balances o 30 5,727,059 5,346,069
' Total Non- currcntmsseY( ''''' T T 34460890 37,251,614
_EQUITY AND LIABILITIES [ I
gpltalﬁagﬂcscrvf - B - - -
Ordinary share capital — e 0 0
_Revaluation reserve | |32 119,436,994 19,427,494 |
Iau ‘air value a_J_stmeni rcserve - 33 0 0
Relalned_ca_!gl‘ggs_“‘ S S . 1,808,401 | 4,747,810 |
Proposed dividends | SRR S sy .| N i
 Capital and Rescrvcs - - 21,245,395 | 24,175,304
Nongwc_mhmbuws S N R ——
Borrowmgs 35 0 0
Deferred tax hablllty \ 7 - - 7 _ _—_3677; ) B :77_"7__: i()i‘__—ﬁ:_j_a;
Total Non Currcnt lf@blllllcs __ V:‘ i 7_ ::1 :k::ﬁ;‘___h a ___;_k__
_Current Liabilities | G S 1 |
Borrowings | s | o 0
Trade and other payabl s S 37 5,242,266 3,781 9!5—
Retirement benefit Ob_th?IIOELA;__- - T Wy - 0
Provision for leave pay| - i T 30 ] 0 0
' Customer ¢ deposits | 40 7,879.895 | 7,294.395
Total Current Liabilities - L 13122061 13,076,395
TOTAL BQUITY AND LIABILITIES B R +367.556 | 37,251,614

Director General/C.E.O/ M.D
Name mm’s\d W

NL]ITILAe) C\-ki ‘

He d of Finance
ICP*AK M/NO:

1 2

The financial slalcmcnts_'v;crc approvm oy the Board on \?;n‘ c\ ')

P 8E Nomeye (1A NOE G &

2019 and si 51gncd on its behalf by
Chairman of the Board

ERArShau s u,:arm:n



Kyeni Water and Sewerage Company L.TD.

Annual Reports and Financial Statements
For the year ended June 30, 2019

s



AR P RAAA PeoNALA MALANA LN YY ML LREN. S ALl -

AhnhaliRe_pofts and Financial Statements
For the year ended June 30, 2019

STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDED 30 JUNE 2019

At July 1, 2017 18,787,494 5,920,323 24,707,817 |
| Revaluation gain . - -
Additions 640,000 (1,172,513) (532,513)
At June 30,2018 19,427,494 4,747,810 24,175,304

/ / (

\ : \ . :
At July 1, 2018 v 19,457,494 4,7Y7,810 23,175,304
Revaluation gain - - -
Additions 9,500 (2,939,409) (2,929,909)
At June 30,2019 19,436,994 1,808,401 21,245,395
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STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS FOR THE PERIOD ENDED 30 JUNE 2019

Revenue Kshs Kshs Kshs Kshs Kshs
Sale of zoods n 25,571.907 0 25,571.907 11,981.100 (13.590.807)
Sale of services o 0 0 0 0 0
[ransfers from the Government . 0 0 0 o 0 0
Donations in kind - 0 0 ' 0 1.422.280 1.422.280 |
Finance Income o 0 0 0 0 0
Other income B 0 0 0 250.069 250.069
Total income 25.571.907 0 25,571,907 13.653.499 (11,918,458)
CEx penses o
Compensation of employees 0 0- 0 0 0
| Use of goods and services . B 0 0 0 0 0
Administration Costs 17.252,716 0 17,252,716 13.700.254 3.552.462
Cost of sales - 8.319.190 0 8.319,190 2.894.004 5.425.186
Faxation paid 0 0 0 0 0|
Other payments 0 0 0 0 0
Grants and subsidies paid 0 0 0 0
Total expenditure 25,571.907 25.571,907 16,594,258 8,977.648
Surplus for the period 0 0 (2,940.809) (2,940.810)
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GENERAL INFORMA | TON

KYEWASCO is establisted by and derives its authority and accountability from Companies Act.
The company is wholly owned by the Government of Kenya and is domiciled in Kenya. The
entity’s principal activity ‘s water service provision.

|
STATEMENT OF COMPLIANCE AND BASIS OF PREPARATION

The financial statements ~ave been prepared on a historical cost basis except for the measurement
at re-valued amounts of certain items of property, plant and equipment, marketable securities and
financial instruments at (air value, impaired assets at their estimated recoverable amounts and

actuariallyi determined liehilities at their present value. The preparation of financial statements in

conformity with Internat:onal Financial Reporting Standards (IFRS) allows the use of estimates
and assumptions. It also :equires management to exercise judgement in the process of applying
the entity’s accounting pclicies.

The financial statements have been prepared and presented in Kenya Shillings, which is the
functional jand reporting ciurrency of the company.

The financial statements have been prepared in accordance with the PFM Act, the State
Corporations Act and Ivernational Financial Reporting Standards (IFRS). The accounting
policies adopted have bee:: consistently applied to all the years presented.

APPLICATION OF NEW AND REVISED INTERNATIONAL FINANCIAL
REPORTING STAND ARDS (IFRS)

i) Relevant new standsrds and amendments to published standards effective for the year
ended 30 June 2019

IFRS 16: Leases

The new standard, effective for annual periods beginning on or after 1st January 2019,
introduces a new lessez accounting model, which requires a lessee to recognise assets and
liabiliti‘es for all lease« with a term of more than 12 months, unless the underlying asset is of
low value. A lessee is required to recognise a right-of-use asset representing its right to use

the underlying leased asset and a lease liability representing its obligation to make lease
payments.
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NOTES TO THE FINANCIL L STATEMENTS (Continued)

APPLICATION OF NEW AND REVISED INTERNATIONAL FINANCIAL
REPORTING STAYDARDS (IFRS) (Continued)

Relevant new standards and amendments to published standards effective for the year
ended 30 June 207 9(Continued)

Application of IFRS 16 requires right-of-use assets and lease liabilities to be recognised in
respect of most operating leases where the Company is the lessee. Based on the Directors'
assessment, right of use assets of KSh 0, lease liabilities of KSh 0 and a deferred tax asset of
KSh 0 have been recognised with a corresponding decrease of the net amount in retained
earnings in these financial statements.

IFRIC 23: Uncertainty Over income tax treatments

The interpretation addresses the determination of taxable profit (tax loss), tax bases, unuscd
tax lossds, unused tax credits and tax rates, when there is uncertainty over income tax
treatments under IAS 12. It specifically considers:

o  Whether tax tregtments should be considered collectively
« Assumptions for taxation authorities' examinations

e The determination of taxable profit (tax loss), tax bases, unused tax losses, unused tax
credits and tax rates

« The effect of changes in facts and circumstances

Amendments to IFRS 9 titled Prepayment Features with Negative Compensation (issued in
October 2017)

The amendments, applicable to annual periods beginning on or after 1 January 2019, allow
entities to measure prepayable financial assets with negative compensation at amortised cost
or fair value through other comprehensive income if a specified condition is met.

Amendments to IAS 28 titled Long-term Interests in Associates and Joint Ventures (issued
in October 2017)

The amendments, applicable to annual periods beginning on or after 1st January 2019, clarify
that an entity applies [FRS 9, rather than IAS 28, in accounting for long-term interests in
associates and joint ventures.

Amendments to IFRS 3 - Annual Improvements to IFRSs 2015-2017 Cycle , issued in
December 2017.
The amendments, applicable to annual periods beginning on or after 1st January 2019,

provide additional guidance on applying the acquisition method to particular types of business
combination.
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Kyeni Water and Sewerage Co mpany LTD.

Annual Reports and Financi: | Statements
For the year ended June 30, 2019

NOTES TO THE FINANCIA L STATEMENTS (Continued)

3. APPLICATION Ol NEW AND REVISED INTERNATIONAL FINANCIAL
REPORTING STANDARDS (IFRS) (Continued)

i) Relevant new standa ds and amendments to published standards effective for the year
ended 30 June 20 9(Continued)

Amendments to IFRS 11 - Annual Improvements to IFRSs 2015-2017 Cycle, issued in
December 2017

The amendments, applicable to annual periods beginning on or after 1st January 2019, clarify
that when an entity obizins joint control of a business that is a joint operation, it does not re-
measure its previously held interests

| . .
Amendments to IAS [2 - Annual Improvements to IFRSs 2015-2017 Cycle , issued in
December 2017

The amendments, applicable to annual periods beginning on or after 1st January 2019, clarify
that all income tax comsequences of dividends should be recognised when a liability to pay a
dividend is recognised. and that these income tax consequences should be recognised in profit
or loss, other comprehensive income or equity according to where the entity originally
recognised the transactions to which they are linked.

Amendments to IAS 23 - Annual Improvements to IFRSs 2015-2017 Cycle , issued in
December 2017

The améndmcnls, appicable to annual periods beginning on or after 1st January 2019, clarify
that the costs of borrowings made specifically for the purpose of obtaining a qualifying assct
that is substantially completed can be included in the determination of the weighted average
of borrowing costs for other qualifying assets.

Amendments to IAS !9 titled Plan Amendment, Curtailment or Settlement (issued in
February 2018)

The amendments, app ‘cable to plan amendments, curtailments or settlements occurring on or
after the beginning of the first annual reporting period that begins on or after 1st January
2019, requires an entity to use updated actuarial assumptions to determine current service cost
and net interest for th» remainder of the annual reporting period after the plan amendment,
curtailment or settlement when the entity re-measures its net defined benefit liability (asset) in
the manner specified in the amended standard.

(The organisation should assess the impact of the above standards and amendments and
| = - . . . - - .
state the|impact of their application in these financial statements.)

NOTES TO THE FINANCI AL STATEMENTS (Continued)
|

9
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Kyeni Water and Sewerage  ‘ompany L1D.

Annual Reports and Finav -ial Statements
For the ycarJ ended June 2/, 2019

3. APPLICATION CF NEW AND REVISED INTERNATIONAL FINANCIAL
REPORTING ST ANDARDS (IFRS) (Continued)

ii) New and amended <tandards and interpretations in issue but not yet effective in the year
ended 30 June 2119

IFRS 17 Insurance C: ntracts (Issued 18 May 2017)
|

IFRS 17 requires insurance liabilitics to be measured at a current fulfillment value and provides a
more uniform measurement and presentation approach for all insurance contracts. These requirements

are designed 1o achieve the goal of a consistent, principle-based accounting for insurance contracts.
IFRS 17 supersedes IFRS 4 Insurance Contracts as of 1 January 2021.

Amendments to References to the Conceptual Framework in IFRS Standards (Issued 29 March
2018- Applicable for ennual periods beginning 1 January 2020)

Together with the revised Conceprual Framework published in March 2018, the IASB also issued
Amendments to References to the Conceptual Framework in IFRS Standards. The document contains
amendments to IFRS 2, IFRS 3, IFRS 6, IFRS 14, IAS 1, IAS 8, IAS 34, 1AS 37, 1AS 38, IFRIC 12,
IFRIC 19, IFRIC 20 IFRIC 22, and SIC-32. Not all amendments, however update those
pronountements with regard to refercnces to and quotes from the framework so that they refer to the
revised Conceptual Framework. Some pronouncements are only updated to indicate which version of
the framework they are referencing to (the IASC framework adopted by the IASB in 2001, the IASB
framework of 2010, or the new revised framework of 2018) or to indicate that definitions in the

standard have not been updated with the new definitions developed in the revised Conceptual
Framewark.

The Directors do not plan to apply anv of the above until they hecome effective. Based on their
assessmett of the porential impact of application of the above, they do not expect that there
will be a significant impact on the company's financial statements
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Kyeni Water énd Sewerage CC mpany L1D.

Annual Reports and Financ 1l Statements
For the year ended June 30. .019

NOTES TO THE FINANC) AL STATEMENTS (Continued)

3. APPLICATION OF NEW AND REVISED INTERNATIONAL FINANCIAL
REPORTING STANDARDS (IFRS) (Continued)

iii) Early adoption of standards

The entity did not ear'y — adopt any new or amended standards in year 2018.

iii) SUMMARY bF SIGNIFICANT ACCOUNTING POLICIES

The principlc accounting policies adopted in the preparation of these financial statements are sct
out below:

a) Revenue recognition

b)

Revenue is recognised to the extent that it is probable that future economic benefits will flow
to the campany and the revenue can be reliably measured. Revenue is recognised at the fair
value of consideration received or expected to be received in the ordinary course of the
company's activities, net of value-added tax (VA'T), where applicable, and when specific
criteria have been met for each of the company s activities as described below.

1)

v)

Revenue from the sale of goods and services is recognised in the year in which the
company delivers products to the customer, the customer has accepted the products and
collectability of the related receivables is reasonably assured.

Grants from National Government 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 pf the assets that has been acquired using such funds.

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.

Dividend incorse is not recognised in the income statement in the year in which the
right to receive the payment is established. The company does not give divided.

| . . . ¥
Other income is recognised as it accrues.

In-kind contributions

In-kind contributions are donations that are made to the company in the form of actual goods
and/or services rather than in money or cash terms. These donations may include vehicles,
equipment or personnel services. Where the financial value received for in-kind contributions
can be reliably deiermined, the company includes such value in the statement of

comprehensive income both as revenue and as an expense in equal and opposite amounts;
otherwise, the contribution is not recorded.
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Kyeni Water and Sewerage Company L1TD.

Annual chor‘ts and Financi.' Statements
For the year cndcd June 30, 2019

e el

NOTES TO THE FINANCLA L, STATEMENTS (Continued)

3

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

¢) Property, plant and ¢ juipment

All categories of property, plant and cquipment are initially recorded at cost less accumulated
depreciation and impairment losses.

Certain categories of property, plant and equipment are subsequently carried at re- -valued
amounts, being their fair value at the date of re-valuation less any subsequent accumulated
deprec1atlon and impaiment losses. Where re-measurement at re-valued amounts is desired,

all items in an asset category are re-valued through periodic valuations carried out by
independent external valuers.

Increases in the carrying amounts of assets arising from re-valuation are credited to other
comprehensive income. Decreases that offset previous increases in the carrying amount of the

same asset are charged against the revaluation reserve account; all other decreases are charged
to profit or loss in the income statement.

Gains and losses on disposal of items of property, plant and equipment are determined by
comparing the proceeds from the disposal with the net carrying amount of the items, and are
recognized in profit or foss in the income statement.

d) Depreciation and impairment of property, plant and equipment

Depreciation is calculated on reducing balance basis and annual rate estimated to carrying
values of assets over their expected useful life. The annual depreciation rates are;

Buildings and civil works 25 years or the unexpired lease period

Plant and machinery 12.5 years
Motor vehicles, including motor cycles 4 years
Computers and related equipment 3 years
Office equipment, furpiture and fittings 12.5 years

A full year’s depreciation charge is recognised both in the year of asset purchase and in the
year of asset disposal
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Kyeni Water and Sewerage C unpany L'1D.

Annual Reports and Financ 1l Statements
For the year ended June 30, 019

NOTES TO THE FINANCIAL STATEMENTS (Continued)

4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

€)

g)

h)

Intangiblc assets

Intangible assets comprise purchased computer software licences, which are capitalised on the
basis of costs incurred to acquire and bring to use the specific software. These costs arc
amortised over the estimated useful life of the intangible assets from the year that they are
available for use, usua!.y over three years.

Amortisation and im pairment of intangible assets

Amortisation is calculited on the straight-line basis over the estimated useful life of computer
software of three year:.

All computer softwarc is reviewed annually for impairment. Where the carrying amount of an
intangible asset is assessed as greater than its estimated recoverable amount, an impairment

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

Investment property

Buildings, or part of @ building (freehold or held under a finance lease) and land (freehold or
held under an operating lease) held for long term rental yields and/or capital appreciation, and

which are not occupied by the entity, are classified as investment property under non-current
assets.

Investment property 1s carried at fair value, representing open market value determined

periodically by independent external values. Changes in fair values are included in profit or
loss in the income statement.

Finance and operating leases

Leases which confer substantially all the risks and rewards of ownership to the entity arc
classified as finance leases. Upon initial recognition, the leased asset is measured at an
amount ¢qual to the lower of its fair value and the present value of the minimum lease

payments, and the assct is subsequently accounted for in accordance with the accounting
policy applicable to that assct.

| 5 v "

All other| leases are treated as operating lcases and the leased assets are recognised in the
statement of financial position to the extent of prepaid lease rentals at the end of the year.
Payments made under operating leases are recognised in profit or loss on a straight-line basis

over the term of the lease. Lease incentives received are recognised as an integral part of the
total lease expense over the term of the lease.
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Kyeni Water and Sewerage Company L'TD.

Annual Reports and Financ 2l Statements
For the year ended June 30, 2019

NOTES TO THE FINAVCh AL ST ATEMFN I‘Q (Contmued)

4

SUMMARY OF SIGYIFICANT ACCOUNTING POLICIES (Continued)

)

D

K)

D

Fixed interest investments (bonds)

Fixed interest inves:ments refer to investment funds placed under Central Bank of Kenya
(CBK) long-term infrastructure bonds and other corporate bonds with the intention of
earning interest incore upon the bond’s disposal or maturity. Iixed interest investments are
frccly traded at the Nairobi Sccuritics Iixchange. The bonds are measured at fair value
through profit or logs.

Quoted investmenis

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

Unquoted investments

Unquated investments stated at cost under non-current assets, and comprise equity shares
held in other Governiment owned or controlled entities.

Inventories

Inventories are stated at the lower of cost and net realisable value. The cost of inventories

comprises purchase price, import duties, transportation and handing charges, and is

determined on the moving average price method.

Trade and other receivables

Trade and other receivables are recognised at fair values less allowances for any

uncollectible amounts. These arc assessed for impairment on a continuing basis. An

estimate is made oi doubtful receivables based on a review of all outstanding amounts at the

year cng. Bad debts arc written off after all efforts at recovery have been exhausted.

. il

I'axation

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 Entity operates and generates taxable income. Current
income tax relating to items recognized directly in net assets is recognized in net assets and
not in 1h1"9 statement of financial performance.
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- Kyeni Water and Sewerage ¢ ympany LTD.

Annual Reports and Financal Statements
For the year ¢nded June 30, 22019

NOTES TO THE FINANCIAL STATEMENTS (Continued)
4  SUMMARY OF SIC NIFICANT ACCOUNTING POLICIES (Continued)

n) Taxation (Continucd)
Current income ta> (Continued)

Current income tax assets and liabilities for the current period are measured at the amount
expe("rtcd to be reccvered from or paid to the taxation authorities. The tax rates and tax laws
used to compute the amount are those that arc enacted or substantively enacted, at the
reporting date in thé area where the Entity operates and generates taxable income. Current
income tax relating to items recognized directly in net assets is recognized in net assets and
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.

Deferred tax

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

Deferred tax liabilities are recognized for all taxable temporary differences, except in
respect of taxable temporary differences associated with investments in controlled entities,
associates and interests in joint ventures, when the timing of the reversal of the temporary

differences can be controlled and it is probable that the temporary differences will not
reverse in the foreseeable future.

Deferred tax assets are recognized for all deductible temporary differences, the carry
forward of unused tax credits and any unused tax losses. Deferred tax assets are recognized
to the extent that it is probable that taxable profit will be available against which the
deductible temporary differences, and the carry forward of unused tax credits and unused
tax losses can be utilized, except in respect of deductible temporary differences associated
with investments in controlled entitics, associates and interests in joint ventures, deferred
tax assets are recognized only to the extent that it is probable that the temporary differences

will reverse in the foresecable future and taxable profit will be available against which the
temporary differences can be utilized.

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced
to the extent that it is no longer probable that sufficient taxable profit will be available to
allow all or part of the deferred tax asset to be utilized. Unrecognized deferred tax assets arc
re-assessed at cach reporting date and are recognized to the extent that it has become
probable that future taxable profits will allow the deferred tax asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in
the year when the asset is realized or the liability is scttled, based on tax rates (and tax laws)
that haye been enacted or substantively enacted at the reporting date.
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Kyeni Water and Sewerage C » npany LD

Annual Reports and Financ ¢l Statements
For the year ended June 30. 2019

NOTES TO THE FINANC) AL STATEMENTS (Continued)

4

SUMMARY OF SICNIFICANT ACCOUNTING POLICIES (Continued)

n) Taxation (Continued)

p)

q)

Deferred tax (Coniinued)

Defetred tax relating to items recognized outside surplus or deficit is recognized outside
surplus or deficit. Deferred tax items are recognized in correlation to the underlying
transaction in net assets. Deferred 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 raiate to the same taxable entity and the same taxation authority.

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 of cash and are subject to insignificant risk of
changes in value. Bank account balances include amounts held at the Central Bank of
Kenya and 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.

Borrowings

Interest bearing loans and overdrafts are initially recorded at fair value being received, net
of issue costs assoeiated with the borrowing. Subsequently, these are measured at amortised
cost using the effective interest ratc method. Amortised cost is calculated by taking into
account any issuc cost and any discount or premium on settlement. Finance charges,
including premiums payable of settlement or redemption are accounted for on accrual basis
and are added to the carrying amount of the instrument to the extent that they are not settled
in the|period in which they arise. Loan interest accruing during the construction of a project
is capitalised as part of the cost of the project.

Trade and other payables
Trade and other payables are non-interest bearing and are carried at amortised cost, which 1s
measured at the fag value of contractual value of the consideration to be paid in future in

respect of goods and services supplied, whether billed o the entity or not, less any payments

made to the suppliars.
|
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Kyeni Water and Sewerage Cu-apany LTD.

Annual Reports and Financ:..| Statements
For the year ended June 30, 2019

NOTES TO THE FINANCIAL STATEMENTS (Continued)

4 SUMMARY OF SIG VIFICANT ACCOUNTING POLICIES (Continued)

r)

s)

t)

Rctire{mcnt benefit abligations

The company cont: butes to the statutory National Social Security Fund (NSSF). This is a
defined contributics scheme registered under the National Social Security Act. The
company’s obligation under the scheme is limited to specific contributions legislated from
time to time and is currently at Kshs.1,080.00 per employee per month or 6% of monthly
pay.

Provision for staff jeave pay

Employees’ entitlements to annual leave are recognised as they accrue at the employees. At
provision is made for the estimated liability for annual leave at the reporting date.

Exchange rate differences

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

Budget information

The ariginal budget for TFY 2018-2019 was approved by the care taker
committee.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.

The entity’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 classificaticn 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 of budget and
actual ax‘lnoums, prepared on a comparable basis to the approved budget, is then presented in
the statement of comparison of budget and actual amounts. In addition to the Basis
difference, adjustments to amounts in the financial statements are also made for differences
in the formats and classification schemes adopted for the presentation of the financial
statements and the approved budget.
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Annual Repbrts and Fina cial Statements
For the year ended June 30, 2019

NOTES TO THE FINANCTAL STATEMENTS (Continucd)

, 4 SUMMARY OF SISGNIFICANT ACCOUNTING POLICIES (Continued)
. u) Budget information (Continued)

| A statement to reconcile the actual amounts on a comparable basis included in the statement
of camparison of budget and actual amounts and the actuals as per the statement of financial
perfarmance has been presented under section two of these financial statements.

v) Service concessior arrangements

The Entity analyses all aspects of service concession arrangements that it enters into in
determining the appropriate accounting treatment and disclosure requirements. In particular,
where a private perty contributes an asset to the arrangement, the Entity recognizes that
asset when, and on'y when, it controls or regulates the services the operator must provide
together with the asset, to whom it must provide them, and at what price. In the case of
assets other than ’whole-of-life’ assets, it controls, through ownership, beneficial
' entitlement or otherwise — any significant residual interest in the asset at the end of the
arranglcment. Any assets so recognized are measured at their fair value. To the extent that an

asset has been recognized, the Entity also recognizes a corresponding liability, adjusted by a
cash consideration paid or received.

w) Comparative figures

Where|necessary comparative figures for the previous financial year have been amended or
reconfigured to conform to the required changes in presentation.

X) Subsequent events

There have been no events subsequent to the financial year end with a significant impact on
the financial statements for the year ended June 30, 2018.

| 5 SIGNIFICANT  JUDGMENTS AND SOURCES OF ESTIMATION
' UNCERTAINTY

| The preparation of the Entity's financial statements in conformity with IFRS requires
. management to make judgments, estimates and assumptions that affect the reported amounts of

revenues, expenses, assets and liabilities, and the disclosure of contingent liabilities, at the end
of the reporting period. Ilowever, uncertainty about these assumptions and estimates could

result in oufcomes that require a material adjustment to the carrying amount of the asset or
liability affected in future periods.

State all judgements, estimates and assumptions made: e.g

1R
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.. Kyeni Water and Sewerage C mpany LTD.

Annual Reports and Finane @1 Statements
For the year ended June 30, 1019

SIGNIFICANT JUDC“MENTS AND SOURCES OF ESITMATION UNCERTAINTY
(Continued)

Estimates and assumptions

The key assumptions concerning the future and other 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 Entity
based its assumptions and estimates on parameters available when the financial statements were
prepared. However, exisiing circumstances and assumptions about future developments may
change due to market changes or circumstances arising beyond the control of the Entity. Such
changes are reflected in the assumptions when they occur.

Useful lives and residual values

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

e The condition of the asset based on the assessment of experts employed by the Entity

¢ The nature of the asset, its susceptibility and adaptability to changes in technology and
Processes

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

e Availability of funding to replace the asscts

e (Changes in the market in relation to the asset

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 xxx.

Provisions are measured at the management's best estimate of the expenditure required to settle
the obligation at the reporting date, and are discounted to present value where the effect is
material.

10
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NOTES TO THE FINANCIAL STATEMENTS (Continued)
9 INTEREST INCOME
Interest income from treasury bonds o _
Interest income from treasury bonds N L | P —
Interest from receivables | 0
Interet from commercial banks and financial institutions | o
Interest on staff loans S i 0 .
Total| ) I
10 OTHER INCOME
Sale offtender documents g
Fines and penalties R I | R ,,!
_Cash donations . S S | S— .
In kind donations 0] 7,253,305 |
 Gainonsaleof fixedassets o0
Insuran¢e compensation 0 0 ;
_Decrease in provision for bad and doubtful debts 251469 0 |
 Total = . 251,469 | 7,253,305
11 OTHER GAINS AND LOSSES

Foreign.
Loss/gait
Unrealiz
Total

exchange gains / (losses)
1 on disposal on sale of investments
ed forcign exchange gains/(losses)

21
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Kyeni Water and Sewerage Company LTD.

Annual Reports and Financial Statements
For the year ended June 30, 2019

NOTES TO THE FINANCIAL STATEMENTS (Continued) .

12 (a) ADMINISTRATION COSTS

LS_i,affT osts (note 12b) 9146513 9,416,867
irec rs cmolumcms 585,794 | 31,620 .

40,000 | 34,200 |

(,omn umcallon scrv1_cc:. and supplu.s 1 _ 292 996 | 287,120 ]

I A
lravell ng and subs.lstcncc 1 ] ,038.930 | 541 310 w
ising, printing, stdtlonu’y and pholocopylng - [ 162,635 - 112_570 '
Rcmc pcnscs - = ] ) ﬁ______ZZQO_OW__ 72,000

S_lg[_ffl _mmg cx:pcn‘;cs = | 149400 | IOQ_QOO l
110,650 82,358

nurancecosts T 2] 100450
| Bank ¢ arges and commissions . — 265468 | 27,780 | !
Of{_'(,q nd gcncral supplics and scr\ucs - . S S _____;0___30,_12577;

' remuneration — 126500 126,500 J
S e 0] 10,000
ncy fccs s N JEBOIOL 128 5641

Repairs and maintenance | 11860] 10 622 |

Provision for bad and doubtful debts — 0] 114937] |

Seeunityl, 0 T 87,000 51,000 |

Iranspottation(fucl, oil and maintenance of motors) | 328874 | 420,740 |

12 (b) STAFF COSTS

Ealancs ar

_c_l_a_allowam.cs ol pcrmancm_ cmployees 7: 7,822,614 | 8,144,169 ;‘
_Wages of temporary employces . ) _r 607 ”39 63513_8 |
. Compulsory national health i msurancc schcmcs I | 184 400 *__[_8,9;699 B
Hgo_mggl_sory national social security schemes 469,260 | 477360
_ch_cr_gensmn conlnbutlons . S o [ 0] 0
Leave pay and gratuity provisions | 63,000 | 0|
- |
= s TR R —
The avcra ¢ numbcr of cmployccs at thc end oflhc_ycar was B S S
Pcrmancnt mp[oycce Mandgcmcnt o - 189
fﬂaﬂc_m_tmloyccq Unionisable - 4 4_'
Temporary and contrdclcd cmployccs - o D T_ 9T
| Total | 1 § 30 |
[ Provide sh

"t appropriate explanations as necessary|
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. Kyeni Water and Sewerage Company 1.TD.

Annual Reports and Financial Statements
For the year ended June 30, 2019

NOTES TQ THE FINANCIAL STATEMENTS (Continued)

13 SELLING AND DISTRIBUTION COSTS

ASﬁa@“ es and wagcs of salcs pcrsonncl o _ R R ) . 1
_M_a_rkcll_g dI'ld promollonal expenses 0, 0

| Sales/commissions - . D R ¢ 0
Sales|c dlscounls and rcbatcs L 0, 0 }
Other scllmg and dlslrlbuuon costs- derccmuon uf?lf)f‘)ﬁﬁﬁﬁ_m 11,062, 916
Total 1919988 | 1.062.916 '
[Prov de short appmprrate erplana!mns as necessary/

14 ) CE COSTS

Interest expensc on loans - 0 N
_Interest expense on bank ovcrdrdftq I '
Total = - e - 0 0

[Provide short appr opr:ate explanations as necessar v]

IS OPERATING PROFIT/(1.LOSS)

“The operating profit/(loss) is arrived at after
charging/(crediting):

e e e e B e e e 5|

Staff casts (note 12b) ) | 9,146,513 6,948,899 l.
Depreciation of propcrty plam and cqmpmcnt(notc 13) . 919988 | 1,062,916
_Amortisation oflnlangl_l:ulc_egsgcigs_ . ___0__¥ - 0
' Provision for bad and doubtful dcbl.s - i 0 114, 937
Dlgc_ch]s __cmo!u_rpc_:nts - fees . 7585 794 31 620 ‘
] _other T 2921459 14.773.086 |
r_/iu_c_i_ilgga rcmuncrauon cpx_’r_cnlycar fccs 126,500 126 SOOJ
I - prior ycar undcr—prov:slon N oy 0,
Iiogon dxsposal ofpropcrty plant and equipment e 0]
Net forejgn exchange loss , 0 0]
Interest receivable o O 0
Interest payable B 0] 0
| _Rent receivable

O] 0
(13,700,254) |

e s < e e e e e
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THE FINANCIAL STATEMENTS (Continued)
INCOME TAX EXPENSE/(CREDIT)
(a) Current taxation
‘Current taxation based on the adjusted profit for the | 0 0
yearat30% SR . e
Clirrent tax: prior year under/(over) provision o o) 0
Clrrent year deferred tax charge 0y 0
Prior year under-provision for deferred tax L0 o
Total 1| 0

b) Reconciliation of tax expense/

rofit

N } D essy
lax at the applicable wax ratc of 30% 0 0 J
Ko S —tu f
Prior year under-provision [~ 0y 0
Tax effects of expenses not deductible for tax 0 0 \'
purposes SRR R D
| laxeffects of income not taxable S —
Tax|effects of excess capital allowances over l 0 0 i
depreciation/amortization , S S
| Deferred tax prior year over-provision ) ( S U 0 |
— S e N . |
TOt 1 |
o ' ' ] —1  —

24
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NOTES TO THE FINANCIAL STATEMENTS (Continued ) -

17 EARNINGS PER SHARE

The w#rc No carnings per share.
18 DIVIDEND PER SHARE

No diviﬂcd given.



Kyeni Water and Sewerage Company LTD. ——

~ Annual Reports and Financial Statements

For the year ended June 30, 2019

NOTES TO THE FINANCIAL STATEMENTS (Continued)
19 PROPERTY, PLANT AND EQUIPMENT

COST OR VALUATION B -
At July 1,2018 - - . - | 2,697,300 11,482,118 0 -| 14,179,418
Additions - : - - . 9.500 B - 9,500
i I - S DY DT N |
Disposals (-) (-) (-) (0) (0) 0) (-) (0)
At June 30,2019 - - - 2,697,300 11,491,618 0 - 14,188,918
DEPRECIATION
AtlJuly 1.2018 - - - | 2,427267 4.662.288 0 - 7,089,555
Charge for the year _ - - - 67,509 852479 0 - 919.988
Impairment loss - - - 0 0 0 - 0
Eliminated on disposal (-) (-) (-) (0) (0) | (0) (-) (0)
At June 30,2019 - - - 2,494,776 5,514,767 0 - 8,009,543
oo POOK VALUE At June 30, - . 20485 5967351 0 S| 6,171,876

Property, plant and equipment include the following items that are fully depreciated:

Plant and machinery 0 0

Motor vehicles, including motor cycles 0 0|
0 0
0 0]

Computers and related equipment
Office equipment. furniture and fittings

YA
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NOTES TO THE FINANCIAL STATEMENTS (Continued)
19 PROPERTY, PLANT AND EQUIPMENT (Continued)

COST OR VALUATION |
AtJuly 1,2017 . 2,697.300 | 11472618 14,169.918
Additions ) = 0 640,000 640,000

~Transfers | = I U ) S &) B -
Disposals T = .l— 0 . (0) :
At June 30,2018 - 2,697,300 12,112,618 14,809,918
DEPRECIATION ‘ - )
At July 1,2017 - 2,337,255 3.689.384 - 6.026,639
Charge for the year - 90,012 972,904 - 1.062.916
Impairment loss - 0 0 0]
Eliminated on disposal - 0 (0) (0)
At June 30,2018 - 2,427,267 4,662,288 7,089,555
NET BOOK VALUE 270,034 6,810,330

Property, plant and equipment include the following items that are full reciated:

_| Plant and machinery 0
Motor vehicles, including motor cveles e — - a—— 0
Computers and related equipment 0
Office equipment, furniture and fittings 0

[Include a brief description of what the Capital Work in Progress relates to]
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NOTES TO THE FINANCIAL STATEMENTS (Continued) -

20 INTANGIBLE ASSETS

spasals R
irment loss )

vesg

NETBOOK VALUE
Atlune30 _

[Provide short appropriate explanations as necess
intangihle assets |

2R




[Kyeni Water and Sewerage Company 11D,

Annual Reports and Financial Statements
For the year ended June 30, 2019

) THE FINANCIAL STATEMENTS (Continued)

21 ESTMENT PROPERTY

‘Mavements during the year

Taif value gains/(losses)

Cldsing valuation

Atuly T

Charge for the year
Disposals
Impairmentloss

 AtJune 30
NETBOOK VALUE
At June 30

DEPRECIATION (IF AT COST)

20

0 e

N
S
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For the year ended June 30, 2019

HE FINANCIAL STATEMENTS (Continued)

NOTES TO ]
22 IPAID OPERATING LEASE RENTALS
: rgg_f_br—?hclcar 77 S AU LN N
I'ransfer to investment propcrty (notc L) I S | N 0]
N E— A ©)
_0”7”7 '—:77 0
. F - i
IR 5 0
[Provide short approprr-ate erplananom as necessar{;f* .
Example: Land which was previously held as an operating leasc was transferred to investment property and
reported at fair value in line with the requirements of 1AS 40, as the entity now holds the land for the purposes
of development of an investment property (note 21).
23 ED INTEREST INVESTMENTS (BONDS)

entral Bank of Kenya 12.5% 15-Ycar
nfrastructure Bond L R

B Corggralc Bond (glvc dclallq) _ I R | [ 0]
D Corporate Bond (give details) - ey 0]
i \ el 0
The movement in mvesrm;nr&'z.:rmg the year is as fa!!ous / . S

petails
! 0 0

Balance at | July

Addmons  during lﬁcﬁycar _' I A | 1 E—
| Interest accrucd during theyear r 0y 0]

Investment maturitics durlng__, the year

| Balance at 30 June
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Annual Reports and Financial Statements

For the year ercd June 30,2019

NOTES TO THE FINANCIAL STA TEMENTS (Contmu-cd)

24

QUOTED INVESTMENTS

D|§p05als N
Fair yalue gams/(lmscq)

_Clog flg 'vgaiiu;lio'qﬁ -

25

LC() iy S e -
Atdulyl
Additions
Digposals

Aldune 30

IMPAIRMENT
Atduly 1
 Disposals
Impairment loss in thc year

June 30

NET BOOK VALUE
At June 30

[ I ) R ']
| 0

(V) N (.
T e 0
.  w %
S ] P /5

(O E—)

S 3 R
FE 2 S

0 0
I )

v hvcfudmg mnke-up of the investments in the table
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T ORH‘A

“Engindering stores B 0 —
Fuel, qil and lubricants S S | 0
PMQLQLVCMC!C sparcparts ,,,____(H_,__J_E___O__
Gooddlintransit . _ o} 0]
Stationery and gcncral slorcs . === oy 0]
kkkk . o T e 0
B O ———— ———=| ==
[Provide short appropriate explanations as necessary/

27 (a)

Net 1

rade receivables (note 27 (b)) 1
Deposits and prepayments
VATY rccovcrablc -

[ cccwablcs (nolc "7 (c))
T rcccn__v_abl_c_s )

Prov1510n for bad and doubtful rcchablc

TRADE AND OTHER RECEIVABLES

lradc and “other rcccwables

adc and othcr rcccwablcs

1

/ Provide short appropriate exp!anan'cms as necessary|

s
(RS]

22310487 | 27,583,534
R
I |

I
I |

22,310,487 f’
(2,231,049

20, 079 438 SN

27,583,534 |
(2.758,353) |

24 825 ISI




Kyeni Water and Sewerage Company L'TD.

Annual Reports and Financial Statements

For the year ended June 30, 2019

NOTES TO THE FINANCIAL STATEMENTS (Continued)

27 (b) TRADE

(JI'OSS t

At June

l eSS thé

RECEIVABLES

__adc rcccwablcs B -
Prov151 pn for doubtful rcccwab[cs y

n 30 days )
Bctwce n 3 30 and 60 days

27 (¢) STAFF

Bc_t\gcm 61 and 90 days
Between 91 and I20 days
Over 120days

RECEIVABLES

30, the ageing analysis of the gross trade |
rcccwa ples was as follows:

25082840 | 27,583,534
(2.508,284) | (2.758,353) |
22,574, 556 24,825,181
P | Ep—
oy
0 .
0] 27,583,534
0] 27.583.534

_Pr_o_vrsu bn for impairment loss

s duc after onc yecar

Gross sTlafT]oans ‘and advances

Amounts duc within one year

33

) 0
O

) 0]

O]
0

0
)
— —
()

) 0
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Annual Reports and Financial Statements
For the year ended June 30, 2019

NOTES TO THE FINANCIAL STATEMENTS (Continued)

“Atbegindingoftheyesr | -of -
Income tax charge for the year (note 16) - - =
‘Under/(over) provision in prior year/s (note 16) _ T .2
Income tax paid during the ycar . €] I——— 1
Atendoftheyear L J I

[Provide short appropriate explanations as necessary]

29 SHORT TERM DEPOSITS

 Cooperative Bank of Kenya )
'Kenya Cgmmercial Bank - I 1 R
‘Barclays Bank of Kenya S S | —— ]
R S . T ol | s

[Provide short appropriate explanations as necessary/

30 BANK AND CASH BALANCES

Cashabdnk | 5611489 5281664
Cashinhand {_ 115570 1 64,405
. 5727059 | 5,346,069 |

s are held at co-operative bank. Customer deposits 10 date iskshs7, 879,895, However the funds
were used in metering and a balance of kshs 2,264,750. 00 has not been refunded in the customer accounts|/

34
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NOTES TO THE FINANCIAL STATEMENTS (Continucd)

30

31

d Sewcrage Company L'TD.

ts and Financial Statements
ded June 30,2019

BANK AND CASH BALANCES (Continued)

The make - up of bank balances and short term deposits is as follows:

Detailed analysis of the cash and cash equivalents

e

~ Sub-total

'b) On + call deposits

Co-gperative bank

_ Subtotal

Sub:total

_¢) Others(specify)
_ Cashiin transit
_ cash|in hand

Authorised:
. XXX ordinary shares of Kshs.X par valuecach |

|

~a) Currentaccount
_ Co-pperative bank

| Co-gperative bank

©) Fixed deposits account

Issucd jh'dfu'"y paid:
dinary shares of Kshs.X par valuc cach

d) Staff car loan/ mortgage |
_ Co-gperative bank

~ 01120051892000 |

[Provide short appropriate explanations as necessary|/

35

(81.467.8D) |

137,537 |

1 sees|

15,632,957

5,632,957

137,537

5,084,127

5,084,127 |

0

oy 0
ES———. | 0
155701 64.405 |

S ) E—

o 0_1‘“
| 5,727,099 |

5,346,069

R
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IE FINANCIAL STATEMENTS (Continued)

32 REVALUATION RESERVE

The revd
As indic
net of re

33 FAIR V

The fair

ALUE ADJUSTMENT RESERVE

relates t
loss. W

recognised in profit or loss.

34 RETAI[’LED EARNINGS

The retained carnings represent amounts available for distribution to the entity’s shareholders.
yuted retained carnings are utilised to finance the entity 's business activities.

Undistri

35

BalanLc a{cnd oithg _icar
Tiess: Aountsdoswiiloons yeut U perian]

1
| Amounts duc after one year (non-current portion)
|
L

Balancc at bcgmnmg oflhc  year o
I_ xterna borrowmgs durlng the ycar
‘Domestic borrowings during t lhc - year 7
Repayments of external borrowmg,s durmg_, the ycar
Repayments ofdomcsllcs borrowings during the > year
Exchange ratc gaﬁ:n‘:/(lq%cs) on revaluation of _b_orrow:_ngs -

36

luation reserve relates to the revaluation of certain items of property, plant and equipment.
ated in the Statement of Changes in Equity, this is stated after transfer of excess depreciation
ated deferred tax to retained carnings. Revaluation surpluses are not distributable.

valuc adjustment reserve ariscs on the revaluation of available-for-sale financial assets,
principally the marketable sccuritics. When a financial assct is sold, the portion of the reserve that
that asset is reduced from the fair value adjustment reserve and is recognised in profit or
ere a financial assct is impaired, the portion of the reserve that relates to that asset is

| 2.264.750 | 2,264,750 |
o0

0 0
O O
EERO) )
0 0
2,264,750 | 2,264,750
o0 0
2264 750 | 2264 750
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'NOTES TO THE FINANCIAL STATEMENTS ((‘ontmucd)

33 BORROWINGS (Continued)

The analyses of both external and domestic borrowings arc as follows:

P_x;cmal -orrowmgL _ . S - —
| Dollar denominated loan from /\ i 0y 0
Slerlmg Pound denominated loan from ‘B’ 0 0
Euro deno mal_cd loan from *C’ B - o) 0
e = e 7 ! N . 0| o
7Domcst|c Borrowmgs B . N 7 =

Kenya Shilling loan from ke 0 0
__l_(c_n)dﬁh lling loan from Barclays | Bank 0 0
‘Kenya Shilling loan from Consolidated Bank . -0 0]
g e A A
Total balahccatendofyear | 0L 0]

i jorelzqn—d—( nominated loans should be restated based on CBK Z’o;mg mean rates at the end of
financial year|

36 DEFERRED TAX LIABILITY

Deferred tax is calculated on all temporary differences under the liability method using the enacted
tax ratc, cutrently 30%. The net deferred tax liability at year end is attributable to the following
items:

 Acceleratdd capital allowances [ SN ) S—
Unrcallscc cxchang,c gains/(losses) _ - o, 0
Revaluatidn surplus - R —1
Tax losses carried forward I e () ()

Provisions l'or liabilitics and chargcs - (0) | ()

Net dcfcrr‘d _ia_,{fi%bi_l_i__ly R

{ SRR = B = — - . RS - —

37
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NOTES TO THE FINANCIAL STATEMENTS (Continued) -
36  DEFERRED TAX LIABILITY (Continucd)
The movement on the deferred tax account is as follows: |
Balance af beginning of the year : o] 0]
Credit to rievaluation rescrve (O — ()5
_Under provision in prior ycar. ! oy 0
Income statement charge/(credit) 0 0
_Balance af end of the year ]
| i = ===
[Provide short appropriate explanations as necessary/
37 D OTHER PAYABLES
- | 2238713 1,440,662
" ) . 126,500 | 126,500 |
contract monies I S U
________ | 2877053 | 4214753 ]
i 5.242,266 | 5,781,915
[Provide short appropriate explanations as necessary] mm——
38  RETIREMENT BENEFIT OBLIGATIONS

The compa
scheme reg
limited 10 ¢

ny contributes to the statutory National Socia
yistered under the National Social Security Act. The company’s obligation under the scheme is

Valuation/at the beginning of the year (08
_Changes in valuation during the year 0] 0
Ti@&aﬁﬁqém end of the year ) B

| Sccurity Fund (NSSF). This is a defined contribution

pecific contributions legislated from time to time and is currently at Kshs.1080.00 or 6 percent of

the gross pay per cmployee per month.

38
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NOTES TO THE FIN

39 N FOR LEAVE PAY

‘Balance at|beginning of the year R ) )
Additional provision at end of year _ | 63000] 63,000
Leave paid out or utilised during theyear | (63.000) | ~(63,000)
Balancealend oftheyear | . 0[ 0]

S —— S (e =Sl _ S|

Provision for annual lcave pay is based on services rendered by full-time employees up to the end of the year.

40 Customer deposits

The balance|of dividends payable relates to unclaimed dividends, payable to different ordinary sharcholders.
The balances are analysed in annual amount below.

,Be@nqc,aﬁbszgbniﬂg,of the year | 7294395 @ 6,512,395 |
- Addations during the ycar | 585500 | 782,000 |
0 0

. . . o I U E—

I (L (R 1 (———
L_!};a_lgqcca‘tmd_o_f_.&hcxsgr__ . 7-879,89_§_J_ 7,294,395 |

39
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NOTES TO THE FINANCIAL STATEMENTS (Contmucd)

41

NOTES TO THE STATEMENT OF CASH FLOWS

(a) Reconciliation of operating profit/(loss) to cash
___generated from/(used in) operations
_____ QR_aimgprof't/(loss) I 1 (2 939_49?) - (L,172,513)
___ Depreciation | 919,988 1,062,916
__ Amortisation ' R— N
(Gain)/loss on dlsposal of propcrty planl and 0 0
___equipment B L N S
Operating profit/(loss) before working capital (2.019,421) (109,597)
B S S —
| Incrcasc)/dcurcasc in mvcmoru.s 1 0 o 0
 (Increase)/decreasc in tradc and olhcr rcc.cwablcs L 2263225 [1,132,175)
_Increase/(decrease) in lradc and othchpayabI'g:s___ | (539.649) | 378,764 |
~Increase/(decrease) in customer deposits 585,500 | 782,000
_[Increase/(decrease) in retirement benefit obllg,dtlons o, 0
Increase/(decreasce) in provision for staff lcave pay B N — 1

12309076 | 28589

|(b) Analysis of changes in loans I A Ia——
ﬁ_(jaldn_éc_;@ beginning of theyear | 0 0
| Receipts during theyear | 0 0
| Repayments durmg__hc year (0 (0)
|| Repayments of previous year’s ac,crucd :mcrcsl 0 0y
_Foreign exchange (gainsylosses | 0, (O]
Accrued interest , : 0 0
| Balanceatendoftheyear N
(¢) Analysis of cash and cash equivalents ' N
| Shortterm deposits 0ol 0
~Balance at beginning of’ the ycar 5,346, 069 | 5,427,077
| Balance at end of the year 1 s, 727,059 ______:5g4gpﬁ ,
40
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NOTES TO THE/FINANCIAL STATEMENTS (Continued)

41 NOTES TO THE STATEMENT OF CASH FLOWS (Continued)

_Intefeston loans (note 12) I T B N
___Intefest on bank overdrafi (note 12) SR S S
Interest on loans capitalised 0 0

__ Balanceatbeginning oftheyear | o [ 0
_ Balance at end of the ycar (note 35(b))

_ Intefest paid S ) o | 0
,@);ﬁ_&p’iﬁ&sjs,qihii}_@nipé’id_.f_ o B DR e
___Balanccatbeginning of theyear | 0 | (|

2017 dividends paid I L. | e
__ 20I8dividendspaid | 0_7,_-4 0

_ 2019 interim dividends paid B N S | B
_Balance at end of the year [ S () I (0)
___ Diyidendpaid 5 | 0|

42 RELATED PARTY DISCLOSURES
(a)  Government of Kenya

The Government of Kenya is the principal sharcholder of the entity, holding 100% of the entity's equity
interest. The Government of Kenya has provided full guarantees to all long-term lenders of the entity,
both|domestic and external.

Other related partics include:

i) | The Parent Ministry;

i) | County Government of xxx
i) | Xxx;

iv) | Xxx;

v) | Key management;

vi) | Board of directors;

41
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NOTES TQ THE FINANCIAL STATEMENTS (Continued)

42 RELATED PARTY DISCLOSURES (Continued)

Transactions with related parties

~a) Sales to related parties

~ Shlesofgoodstoxxx | o0l

_Sales of services xxx - R S o,

- Tota 0l

| et e pv et O . . il DU

'b) Grants from the Government ) =

P______'_(Jrams from Natlo_n_dl Govt . ___;_O____; V*O;
Grants from County G (Jovcmmcm = 1= 0] 0

| Donations in k_nfndwwﬁ N 1 l422 280 | 1,340, 950

ot 1422280 1,340,950

I R - [ m——| ===
¢) Expenses incurred on behalf of related party ,1

] Paymcms of salancs and wagcs for xx\( C-I:I:l-glz)_)_{éts B j 7“:—__0_—_:i“0:7 j
| Payments forgoods and services for o0, A DU ‘QT'— 0
| Total S . 0y 0
)| Key management compensation S N
j:_j_l)lrc-clo-rs cmolumcnls B ) : “1 WOﬂif - __(Z_
| Compensation to the (,l 5 R 0, 0
| Compensation to kcy managcm(.nl I R | 0
Total - R )

43 CAPITAL COMMITMENTS
tal commitments at the year- end for which no provision has been made in these financial statements are:

An ounts authorucs but not comractcd f'br )
Lass: Amounts mcludcd in Work in progrcss

[Priovide short appropriate explanations as necessary|

42
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NOTES TO TH

44

CONTIN

FINANCIAL STATEMENTS (Continucd)

SENT LIABILITIES

Bank gudrantees B ) ) 60,0001 60,000
Legal cldims against the entity T T T T o 0
LC“CTS OFCl"Cd_“ - T __0— S ‘6*
“Disputed tax penalties | ] L’
7 - ___ - ) B __7:,- 160,000 60,000
r o I ,_______.L__;":'J

[Provide short appropriate explanations as necessary|
In the opinion of the directors, no provision is required in these financial statements as the liabilities

are not

wpected (o crystallize.

45 FINANCIAL RISK MANAGEMENT

The entity’s activitics expose it to a varicty of financial risks including credit and liquidity risks and

effects

on unpredictability of changes in the business environment and sceks to minimise the

of changes in foreign currency. The company’s overall risk management programme focuses
potential

adverse| effect of such risks on its performance by sctting acceptable levels of risk. The company
does nat hedge any risks and has in place policies to ensure that credit is only extended to customers

with an established credit history.

The co

(i)

mpany’s financial risk management objectives and policies are detailed below:

lCrcdit risk

The entity has exposure to credit risk, which is the risk that a counterparty will be unable to
pay amounts in full when due. Credit risk arises from cash and cash equivalents, and deposits
with banks. as well as trade and other receivables and available-for-sale financial
investments.

Management assesses the credit quality of cach customer. taking into account its financial
position, past experience and other factors. Individual risk limits are set based on internal or
external assessment in accordance with limits set by the dircctors. The amounts presented in
the statement of financial position are net of allowances for doubtful receivables, estimated
by the company’s management based on prior experience and their assessment of the current
cconomic environment,

The carrying amount of financial assets recorded in the financial statements representing the
entity’s maximum exposure to credit risk without taking account of the value of any collateral
obtained is made up as follows:
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NOTES TO TH

45  FINANCI

E FINANCIAL STATEMENTS (Continued)

AL RISK MANAGEMENT (Continued)

(i) Credit risk (Continued)

Ban balanccs _ _ - L .. T

Tot I SN SO | —— | 0
June 2018 N N A . i

Rcc< ivables from exchange T

trangactions | 0] 0 0 _ 0

Receivables from non exchange |

| transactions = = 0, o, 0, 0

Bank balanccs ] S R : z

Total B ______0}__%7779“__ 0 0

The ¢ustomers under the fully performing catcgory arc paying their debts as they continue trading.
The credit risk associated with these receivables is minimal and the allowance for uncollectible

cover any potentially irrecoverable amounts.

amoTnts that the company has recognised in the financial statements is considered adequate to

The board of directors sets the company’s credit policies and objectives and lays down parameters
within which the various aspects of credit risk management are operated.

ii) Liquidity risk management

Ulti
built

short,

ate responsibility for liquidity risk management rests with the entity’s directors, who have
an appropriate liquidity risk management framework for the management of the entity's
medium and long-term funding and liquidity management requirements. The entity manages

liquidity risk through continuous monitoring of forccasts and actual cash flows.

The

table below represents cash flows payable by the company under non-derivative financial

liabilitics by their remaining contractual maturities at the reporting date. The amounts disclosed in
the table are the contractual undiscounted cash flows. Balances due within 12 months cqual their
carrying balances, as the impact of discounting is not significant.
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NOTES TO/THE FINANCIAL STATEMENTS (Continued)

45 FINANEIAL RISK MANAGEMENT (Continued)

(ii) Liguidity risk management (Continued)

At30June2009 | |

_Irade payables 0 S - 0y 0]
_Qurrent portion of borrowings =~ 0/ 0/ 0] 0]
Brovisions . 0 0, 0} 0
Deferred income . ] 0/ 0] 0
_ imployee benefit obligation 0 0y 0 0]
Jdotal 0 S U R | R
At 30 June 2018 I L b ]
fradepayables 0] 0L 0p 0
_Current portion of borrowings | oy 0y 0] 0
Provisions I N 0, 0] 0]
_Deferred income o 0 0l 0y 0
EEmployee benefit obligation 0 0l 0 0
Total 0 0, 0] 0, 0

(iii) Market risk

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

I\“arkcl risk is the risk arising from changes in market prices. such as interest rate, equity prices
nd foreign exchange rates which will affect the entity's income or the value of its holding of
nancial instruments. The objective of market risk management is to manage and control market
sk exposures within acceptable parameters, while optimising the return. Overall responsibility
Or managing market risk rests with the Audit and Risk Management Committec.

- o

The company’s Finance Department is responsible for the development of detailed risk
rmanagement policies (subject to review and approval by Audit and Risk Management Committee)
d for the day to day implementation of those policies.

There has been no change to the entity’s exposure to market risks or the manner in which it
manages and mcasures the risk.
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45 FINANCIAL RISK MANAGEMENT (Continued)
(iii) Market risk (Continued)
a) Foreign currency risk
The| entity has transactional currency exposures. Such exposure arises through purchases of
goods and scrvices that arc done in currencies other than the local currency. Invoices

denpminated in foreign currencies are paid after 30 days from the date of the invoice and
conversion at the time of payment is done using the prevailing exchange rate.

carrying amount of the entity’s foreign currency denominated monetary assets and
ctary liabilities at the end of the reporting period arc as follows:

Th

30 June 2019

Financial I Llabllltlcs '

T'rade and othcrpayablcs - 1 o] o] 0
Borrowings j ' S 0
Net fc formgn currcncy asscl/(hdblhly) [ 0, 0, 0

The entity manages foreign exchange risk form future commercial transactions and
ognised assets and liabilitics by projecting for expected sales proceeds and matching the

At30 June 2018

Kinancial assets .
Investments S R L SR D)
ash_ - ) oy 0y 0
[')cbtors o 7 0 o0y 0
Kinancial | Llabllmce . T . T i ]
‘Trade and othcr pjablcs S I '} R () B
7L!orrowmgs o 0y 0 0 |
Net foreign cum.ncy assclﬂllablllly) 0 0 =l
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FlNANCiAL RISK MANAGEMENT (Continued)

(iii) Market risk (Continued)
\

b) Foreign currency sensitivity analysis

’}“he following table demonstrates the effect on the company’s statement of comprehensive
income on applying the sensitivity for a reasonable possible change in the exchange rate of
the three main transaction currencies, with all other variables held constant. The reverse
would also occur if the Kenya Shilling appreciated with all other variables held constant.

2019

Euro | T = 0
(USD 0% 0 0
2018

Euro - 10% 0 0
USD 10% 0 0

Interest rate risk

Interest rate risk is the risk that the entity’s financial condition may be adversely affected as a
‘result of changes in interest rate levels. The company’s interest rate risk arises from bank
‘deposits. This exposes the company to cash flow interest rate risk. The interest rate risk
‘exposure arises mainly from interest rate movements on the company’s deposits. .

' Management of interest rate risk
To manage the interest rate risk, management has endcavoured to bank with institutions that

| offer favourable interest rates.

[ ’

i Sensitivity analysis

' The entity analyses its interest rate exposure on a dynamic basis by conducting a sensitivity
anaIySls This involves determining the impact on profit or loss of defined rate shifts. The
' sensitivity analysis for interest rate risk assumes that all other variables, in particular foreign

| cxchangc rates, remain constant. The analysis has been performed on the same basis as the

| prior year.
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Fair value

of financial assets and liabilities

a) Financial instruments measured at Jair value

Dctem’llinalion of fair value and fair values hierarchy

IFRS

7 specifies a hierarchy of valuation techniques based on whether the inputs to those

valuation techniques are obscrvable or unobservable. Observable inputs reflect market data

obtain

from independent sources; unobservable inputs reflect the entiry’s market assumptions.

These two types of inputs have created the following fair value hierarchy:
|

Level 1 — Quoted prices (unadjusted) in active markets for identical assets or liabilities. This
level includes listed equity securities and debt instruments on exchanges.
q.evcl 2 — Inputs other than quoted prices included within Level 1 that are observable for the
set or liability, cither directly (that is, as prices) or indirectly (that is, derived from prices).
vel 3 — inputs for the asset or liability that are not based on observable market data
%nobscrvablc inputs). This level includes equity investments and debt instruments with
significant unobservable components. This hierarchy requires the use of observable market
data when available. The entity considers relevant and observable market prices in its
valuations where possible.

The fd)llowing table shows an analysis of financial and non- financial instruments recorded at fair

value

by level of the fair value hierarchy:

inancial Assets
Quoted equity investments - 0 0 0 0
Non- financial Assets |
Investment property 0 0 0 0
Land and buildings 0 0 0 0;
S S —
i 0 0 0
At 30 June 2018 o i
‘inancial Assets ’
Quoted equity investments oy 0 0 0
Non- financial Assets | I e D
Investment property il 0 [V 0
Land and buildings - 0 0 0 0
| -
o 0 0 0
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NOTES TO THE FINANCIAL STATEMENTS (Continued)
45 FINANCIAL;RISK MANAGEMENT (Continued)

Fair value of financial assets and liabilities (Continued)

a)  Financial instruments measured at fair value (Continued)
\

Financial Assets | [ | [ |
Quoted equity investments _ 0 0 0 0
INon- financial Assets | o
Investment property 0 0 0 0
Property, plant and equipment 0 0 0 0,
i 0 0 0 0
| | e ey | E—
4
At30Junc208 | |
[Financial Assets e
Quoted equity investments 0 0 0 0
Non- financial Assets
Investment property 0 0 0 0
Land and buildings 0; 0 0 0
B N o 0 0 0 0

There :Werc no transfers between levels 1, 2 and 3 during the year.

b)  Financial instruments not measured at fair value -

|
Discidsures of fair values of financial instruments not measured at fair value have not been made
because the carrying amounts are a reasonable approximation of their fair values.

J

|
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45 FINANCIAL RISK MANAGEMENT (Continued)

|
iv) Capital Risk Management

The objective of the entity’s c?apital risk management is to safeguard the Board’s ability to
continue as a going concern. The entity capital structure comprises of the following funds:

9,427,494

"Revaluation reserve 19,436,994
Retained earnings 2,727,158 | 4,747,810
Q.pital;escrvc R B 7 0
Total funds : 22,164,142 24,175,304
i

Total borrowings 0 0

Less: cash and bank balances (0) (0)
| Net debt/(excess cash and cash equivalents) | 0/ 0]

Gearing 0% 0%

46 INCOPOI*ATION

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

\
47 EVENTS AFTER THE REPORTING PERIOD

There were no material adjusting and non- adjusting events after the reporting period.
|

48 CURRENCY
The financial statements are presented in Kenya Shillings (Kshs).
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APPENDIX 1: PROGRESS ON FOLLOW UP OF AUDITOR RECOMMENDATIONS

|
The following iF the summary of issues raised by the external auditor, and management comments that were
provided to the auditor. We have nominated focal persons to resolve the various issues as shown below with

the associated time frame within which we expect the issues to be resolved.
\

Basis for adverse opinion [
. | -New board appointed on | . ' ;
‘ | 27" august 2019. | l :
Presentation of | ;sftzli)t:(rlnzrt:tacl)lzca(z:][zrlson ' Jacinta |
1.0 the financial | & ' Ndegwa - | Resolved Q
' amounts, progress on ; ' ‘
statements. ‘ . i | accountant 1
| follow-up of auditors ! L
1‘ recommendations and 1
4 teansfersincluded. | B R
Accuracy of | Cashbook balances ' Jacinta i
2.0 bank and cash | included and signed by the | Ndegwa- | Resolved |
 |balances. | General Manager. |accountant | | |
\ | : i ,
Teade sid } The company did not have | General 5 |
3.0 lothcr" | a board of directors to  Manager— ‘
' " | come up with a bad debts ' Charles | ' Prog "
receivables ool | y { i
TR et L ... . SE i ... S WSS SN,
' The Company had started | ; |
Internal to refund the cash | General i i
borrowing borrowed. However, the | i ’
2 | Manager — | |
4.0 from . company will resume ! Oharlan ' In progress 1
customers - payments once collections | 3 i
deposits are stable since there isa | 3 .
o _ board in place | 1 | I
| Report on lawfulness and effectiveness in use of public resources |
i ; | To charge at the rates to be | ; '
1 1.0 || Audit fees ' given by the Auditor- L - In progress a
! | | General | l | 1
i ’ ' General 3 i
| Lack of | Manager — | .
20 || ternal unit | To consult the board ' Charles | In progress |
o (Wamai
% | In the new board | Cicneral | | ;
30 ||Lackofaudit | o itited there is already | M2M28%T~ | Resolved |
' | committees , . . | Charles 1 !
i an audit committee. | Wamai i , .
P ! i R BN | Wamai | 1 i
Report on effectiveness of internal controls, risk management and governance P
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’ I | Bancy ireri - | ;
| | We shall adhere to 100% | revenue | ;
Nodl-rcvcnuc | metering, legalising illegal | officerand Once funds |
1.0 | connections and - Juliet In progress i ‘
water ! spa e .. are available
| . rehabilitation of | Karimi — ;
 dilapidated pipelines. | technical " ;
| | | o gpeson |
‘ ' | General
; | A new board was \ .
2.0 gi(;:tioﬂ | constituted on 27" August | g]?:r :la(g:scr | Resolved
| | o wamai i
Information | 1 ‘
technology | l i .
(IT) internal i A new integrated billing | S:;"’a;r | k‘:vea“‘“g i
3.0 cculhtrol | software web based | Char?cg:s | In progress operationali
weakness and | initated [SEs | pe
; amai ; sed
ladk Ofa | | | ‘
L | stategicplan. | | _
i
Guidance Notes:

(i) Usethe saJnc reference numbers as contained in the external audit report;

ii) Obtain the “Issue/Observation” and “management comments”, required above, from final external
g

audit rcpof"'t that is signed by Management;

(iii) Before apg')roving the report, discuss the timeframe with the appointed Focal Point persons within your

entity rcsdonsibic for implementation of cach issuc;

(iv) Indicate the status of “Resolved” or “Not Resolved” by the date of submitting this report to National

Treasury. |

C/Hﬁ—{LL‘c_ST W. I n

Diredtor General/C.E.O/M.D
(enter titie of head of entity)
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