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2.Key Entity Information

B ac kg r o un d information
The Imetha water and sanitation compatny ltd was incorporated by the companies Act (cap 486) Act of the
iaws of Kenya on 31't March 2006. At cabinet level, the Imetha water qnd sanitaiioi company ltd is
represented by the Cabinet Secretary for Ministry of Irrigation, Water and Natural resourcis, who is
responsible for the general policy and strategic direction of the Imetha water and sanitation company.
The constitution of Kenya 2010 under the fourth schedule placed water and sanitation services to the
county govemments, Consequently, the transition authority vide gazette noticeno 154 of the 96 august
2013, transferred water service provision including rvater and sanitation and sewerage companies to the
county government of Meru.

Principal Actffies
The principal dctivity of Imetha water and Sanitation Company ltd is to provide adequate, reliable and
aftbrdable water in its area ofjurisdiction.

Mission statement
To Avail and ensure integrated economic water and sewerage services by developing a sound and
sustainable financial system as water service provider.

Vision statement

To be leading water and sanitation services provider in Kenya

Core objectives
i.Integrity

ii. Team work
iii. Faimess
iv. Gender equity
v. Honesty

vi. Transparency
vii. Social responsibility
viii. Excellent performance and service delivery

ix. Professionalism in all the undertakings
x. Customer friendliness and responsiveness

Directors
The Directors who served in Imetha Water and Sanitation Company ltd during the yearlperiod were as
follows:-

1 Dr. Mworia Mugambi Director 16 May 2018
2 Mr George Kimathi Director 16 September 2022
3 Director 16May 2022

Ms Elizabeth Kanini Director l6 May 2018

5 Mr. Patrick Mugendi Secretary September 2022

111

I

CPA Jackline Karimi Maitima
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3.BOARD OF DIRECTORS

Photo Name and Qualifications Date of Birth and Experience

Dr. Mugambi Mworia
Ph.D. (Range Science), \{Sc
(Range science), BSc.
Ecology

Date of Birth i953
Senior Lecturer and Chairman Department of
Agriculture Kenya Methodist University
Chairman Eastem Conservancy Kenya Forest
Services Associate consultant,
Publix (Atrica) Ltd

I

CPA Jackline Karimt
Maitima
Bachelor of Commerce,
cPA(K)

Date of Birth 1980

Assistant Accountant General, National
Treasury and planning 17th December 2021

Mr. George Kimathi
PhD. Climate Change and

Adaptation Msc.Natural
Resources Management, Bsc

@nvironmental Science)

Date of Birth 28th JulY 1984

Ag. Chief Officer Water and Irrigation,
Climate change & Natural Resources

County Government of Meru,

6

Ms. Elizabeth Kanini
Dip. Business Management

Date of Birttr 1974

Formerly nominated MCA from 2013 to 2077,
Land Control Board Member from July 2007

to June 2014, Worked at Meru North Farmers

SACCO.

Date of Birth 2911211917

Over 10 years experience in Administration
Patrick Mugendi Kwiriga,
Ag. Chief Executive Officer
BBS, Development studies,

Masters Human Resource
Management

Itllgllltt wErEl allu salrtlaltull uurrrPauJ.
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2.Mt. Edward Njagi Mugambi

3.Ir,fr Patrick Mugendi

4.Winfred Mukiri

Date of birth 1969

Key profession/
Academic qualifications

HigherNational Diploma in Water Engineering

Responsibility: Technical Manager

August 2015 - to date

Date of birth 1978

Key profession/

Academic qualifi cation:

Bachelor's Degree Human resource Development

Studies & Economics.

Responsibility: Human Resource Officer

22nd Februa 2014 - to date

Date of birth 1986

Key profession/

CPA K, Bachelor's degree in Commerce Banking and

Finance o lon

Responsibility: Commercial Manager

Se tember 2012-to Date
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s.CHAIRMAN'S STATEMENT FOR THE YEAR ENDED 3OTH JUNE 2023

It is my pleasure to present the financial statements for the 2022-2023 for the Imetha water and sanita

company. The financial statements are the yardstick which measures the financial performance of the

company for the period in review. Despite the challenges occasioned by worldwide economic crisis, we

continued to provide water and sanitation services in our area of jurisdiction. The company experienced

water shortage as a result of the prolonged drought. This forced us to provide water to our customers

through rationing programmes.

Financial Performance

The company continued to provide services albeit hard economic conditions and harsh climatic

conditions. Despite the harsh conditions, the tumover dropped from Kshs 54,306,969 million to Kshs

51,524,775 million as compared to the previous financial year. In order to cushion water service

providers, the Water Sector Trust Fund disbursed Kshs 10,801.325 million as a grant for a new pipeline in

Mitunguu water scheme. The funds were utilized as per the terms and conditions of the WSTF

Water Infrastructure

During the period, the company embarked on addressing water coverage and improvement of distribution

Iines by sourcing funds from WSTF to rehabilitate 14.1 kilometres HDPE distribution pipeline in

Mitunguu scheme. Some 19 Master meters' are also factored to monitor the Non-revenue

Performance Ranking

A performance report by the Water Services Regulatory Board ranked the company position 71 Nationally

with 49 points a drop from position 49 with 66 points the previous period. The water service provision is

governed by the Water Act2016. Consequently, during the year the company negotiated for the water

service provision licence with WASREB. This was successful whereby the company qualified for a two

years iaterim operating license.

In order to continue providing services to the existing and new customers, we have to deliberately make

significant investnents in the water infrastructure to increase the supply of water as envisaged in the

5(five) year Strategic Plan.

On behalf of the Board of directors, I would like to thank our customers, development parhers especially,

the WSTF for continuously funding the company and the County govemment of Meru for providing us

enabling environment.

Finally, I acknowledge our suppliers, management and stafffor their contributions during the year.

vIl
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6.REPORT OF THE CHIEF EXECUTIVE OFFICER FOR THE FINANCIAL YEAR ENIDED
JI]NE 2023.

It is my pleasure to report on the performance of the company for the financial year202212023. During

the year, the company dropped on its operating income to 51,524,775 miliion in comparison to the

previous year's Kshs. 54,306,969.21 million, The drop was as a result of the prolonged drought which led

to the reduction of the water at the sources. However, the trade debtors increased by Kshs 697,891 as

compared to an increase of Kshs 1,674,081 in the previous year.

Infrastructure improvem ent

IMETHAWASCO inherited water infrastructure from the National Government in a dilapidated state.

Huge investments are therefore required to develop and improve water infrastucture which are old and

very wasteful, in order to meet the growing water demand. The ever-increasing demand for water services

within the area of company's jwisdiction is caused by population growth, expansion of major towns and

rural urban migration. The WSTF, funded the company with Kshs 18,279,870 to rehabilitate Mitunguu

water reticulation system and a further kshs 17, 214.223.40 for sanitation infrastructure.

Customers

At IMETHA we value every customer and we strive to ensure our customers are satisfied and delighted by

supplying them with clean, safe and reliable water. In order to meet this objective, we carryout hourly

tests on various supply points. Regular tests are carried out to attest that the water quality meets regulatory

requirements and conforms to the WHO standards.

During the period we organized sensitization through clinics to our customers to appeal to them to

promptly pay for the water services to enable us continue providing the commodity. We are grateful to the

customers who heeded this call and paid their water bills despite the tough economic crisis. Those who

didn't heed to our call have a chance to come and enter into payment arrangement on how to settle their

bills. On behalf of the management, I would like to thank our customers for their continued support they

have given us throughout the period.

Non -Revenue Water

The company like any other water service provider is faced with problem of water losses that currently

stand at 40 percent, similar to previous year of 40 percent . The Non-Revenue Water (I.IRUD is mainly

1X



illegal water use by unscrupulous individuals, under registering of oId meters, Ieakages and

ld and dilapidated pipelines and pipeline damages caused by road'contractors' ln order to

NRW, the company has implemented several interventions among them investigating and

th the authorities including the newly formed water police unit to apprehend the culprits

attributed

bursts of

reduce th

liaising

illegally

Finally,
provide

ing water, rehabilitation of old and dilapidated infrastructule , regular monitoring of category

one co er meters (healY Consumers)'

Staff

The achi ements registered over the period would not have been possible without the professionalism

and team rk of our staff who remained committed throughout the period to attend our customer needs

On the er hand, towards improvement of our staff welfare, we regularly train our staff on various

I take opportunity to thank the county Government of Meru for providing an enabling environment

for seni e delivery. We also cannot forget Water sector trust fund for the Mitunguu projects funding

which isted us much

express my gratitude to the Board of Directors for the continued guidance and support they

the CompanY

Regards

Patrick ugendi

Ex tivc Officerc c

x
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7. STATEMENT OF IMETHA WATER AND SANITATI N COMPAI\TY LTD PERFOMANCEo
AGATNST PREDETERMINED OBJECTI\TES FOR FY
2022t2023

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

to include in the financial statement, a statement of the county government entity's performance against

predetermined objectives.

The company has strategic pillars and objectives within its annual work plans for the FY 202212023

These strategic pillars are as follows;

Pillar l: lncrease water supply coverage

Pillar 2: Operation effrciency and customer service

Pillar 3 : Financial sustainability

Pillar 4 : Institutional Capacity/strengthening

Pillar 5: Corporate Governance

The assessment of the Board's performance against its annual work plan is done on a quarterly basis.

Imetha water Sanitation Company continued to implement its performance targets set for the FY

2022t2023

Imetha strategic plan is in the place
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8.CORP RATE GOVERNANCE STATEMENT

of directors of the company is responsible for the Governance of the company' Good

ovemanae is a fundamental part of the culture and business practices of the Company' The key

the company,s corporate governance framework and primary corporate govemance practices

for the y are outlined below.

of Dlrectors

's most significant responsibilities are:

Stakeho er interests

ding the company with a view to long-term provision of clean and safe water at low cost

ing regard to the interests of all stakeholders, including customers, regulators' staff and the

C mmunities in the areas in which the Company operates;

viding strategic direction to the Company with a focus on consistent business performance'

viour, transparency and accountability; and

viewing and monitoring corporate governance and corporate social responsibility

Strat

viewing, approving and monitoring corporate strategy and pians;

viewing, approving and monitoring major investrnent and strategic commitnents

a

a

a

a

a

Perfo

Integri

ance

a

a

eviewing business results; and

onitoring budgets.

of external rePorting

eviewing and monitoring the processes, controls and procedures which are in place to maintaln
a

eintegrityoftheCompany,saccountingandfurancialrecordsandstatements,and

viewing and monitoring reporting to stakeholders and regulators

Risk nagement and comPliance

onitoring and reviewing the risk management processes, the company's risk profile and the

processes for compliance with prudential regulations and standards and other regulatory

requirements; and

a

a

xtl
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o Reviewing and monitoring processes for the rnaintenance of adequate credit quality, Executive

review, succession planning and culture

. Approving key executive appoinfrnents and remuneration, and monitoring and reviewing executive

succession ptanning and diversity;

r Reviewing and monitoring the performance of the General Manager and senior management; and

. Monitoring and influencing the Company's culture, reputation and ethical standards.

Board performance

. Monitoring Board processes and performance. The Board has reserved certain powers for itself

and delegated authority and responsibitlty foi dayto-day management of the Company to the

General Manager. Delegations are subject to strict limits. The General Manager's authorities and

responsibilities include:

. Development and implementation of Board approved stategies;

o Setting operational plans within a comprehensive risk management framework; and

. Sound relationship management with the Company's stakeholders. All delegated authorities

provided by the Board to the General Manager are reviewed as required.

Composition of the Board.

The members of the Board and the period each member has been in office are set out in the Report of the

Directors. The composition of the Board is driven by the following prilciples:

o The Board will be of an appropriate size and as recommended by the regulator to allow efficient

decision making;

. The Chairman of the Board was elected by all the other Directors;

. The Board should be representative of all the areas of operation of the company

o The composition of the board should be such that neither gender is more than two thirds

. The Board should consist ofdirectors with a broad range ofexpertise, skills and experience from a

diverse range ofbackgrounds, including sufficient skills and experience.

Board meetings

The company board ofdirectors conducts its meetings according to the rules and procedures contained in

its goveming documents. There were tlree meetings held in each quarter that is audit committee meetings,

finance administration and technical committee meetings and the full board meeting. During the year the

xlll
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ld two audit committee meetings' two finance, adminis tration and technical meeting and two
company

full board eetings

The co ttee was constituted and had the following members

During financial year202212023 the board held 14 meetings' The details of the attendance at these

meetings e as set out belou'

Water ector Reforms

The C titution of Kenya 2010 devolved the provision of water services to the County govemments'

Conseq ently, the County Assembly of Meru passed a bill to provide for development, regulation and

manag ent of countY Public works related to water and sanitation services' The Act provides for the

creatio of Meru CountY Urban Water and Sanitation Corporation to be the successor to MEWASS and

Iureth The corporation is responsible for the provision of water and sanitation services in the urban

settle t within Meru CountY

COMMITTEE
MEETING

FULL BOARD IIIEETING

ELIGIBLE
TO
ATTEND

ATTE
NIDED

NAME OT'

Tgx
COMMITEEELIGIBLE
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F

OR
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THE
DIREC'

1

2

2
2

Special
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Finance
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2
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)
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Audit
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44bethMs. Eli
Kanini

1
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Technical

22rkson

nia
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Mutha 2
2
)

Audit
Finance
Technical

22
lorge
ri

Mr. Gt
Kimatl

Finance
Technical

tarles
da

Mr. Cl
Mwen 2

1

2
1

Audit
Finance22

xlv

1

)
2
2

I
1

1

1

1

1

I

2
2

Ms. Jfkline
Karirdi



;-';ffi il;; # ;# ;lffi;", #"ii.""
For the year ended June 30,2023

9.MANAGEMENT DISCUSSION AND ANALYSIS

Imetha water and Sanitation Company presents its financial performance for the year ending 30ff June

2022. The company continued to provide water service in its area of jurisdiction whose mission is to

provide quality water and sanitation services to its customer's delight, through a committed workforce

using modem technology.

Revenue

The revenue from water services billings, to date had Upward trend compared to the previous year. The

company continued to enhance distribution network capacity in order to deliver more water. This has

helped in growing the revenue.

During the year ending J:uuire2023, the company's revenue was Kshs 511524,775 compared to the IGhs

54'306,969 of the year ended 30the Jurc 2022. The reason for the decline in income was majorly

attributed to climate change tlerefore leading to lack of enough water hence low billing..

Expenditure

The company's primary expenditure relates to Adminishation, Operation and Maintenance and Personnel

costs. The others are depreciation ofassets. During the year ending 30th June 2023, expenditure was kshs

58,282,563 as compared to IGhs 59,839,635 in the previous year was incurred.

Liquidity

ln the financial year ending Jure 2023, there was increase in receivable by kshs 697,891 this is

attributable to by rurpaid bills due to inadequate water resuiting from prolonged dry spell. There was also a

increase in accounts payables this is because the company was not able to settle some of the debts, e.g.

WRMA and TWSB due to financial constraints. The company had a negative working capital of Kshs

654,493

As at 30ft June 2023 the company had Kshs \0,717,929 as cash at hand and bank, inventory of Kshs

900,476 The total current assets were Kshs 51,640,286 and the total current liabilities was Kshs

52,294,779 therefore the company had a net w-orking capital of 654,493
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foundations

) Water soruce

) Distribution infrastructure

F Production levels

) DistributionefficiencY

F Non - revenue water reduction

) Water safetY

The co any has made efforts to the above key foundations to reduce water scarcity which can affect the

compan future. In addition as part of company mandate of increasing sewelage services to Meru

it as constructed 200 Toilets to the residents of Mitunguu and constructed Decentralized

Facility with help from wsTF at Mitunguu water scheme, this will increase customers and add

the com

ii)

y more revenue streams

Environmental Performance

Imetha r and sanitation company values environment and strives to protect the environment more so

its wat catchment areas the management is in the process of developing a policy'

Employee Welfare

any recognizes that staffs are critical resource for attainment of corporate objectives and

perso development. The company therefore prioritises employee welfare, among other employee

manag ent initiatives the fotlowing are emphasized: trainilg, Health and safety at work place and

Person career developments. To enhance compliance with occupational safety and health act the

lnanag ent is proposing to develop a policy

resident

Treatrn

iiD

The co

xvl
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1O.ET\TVI{OMENTAL AND SUDSTAINABILITY REPORI.INq

Imetha w*er and r*itut s orr pupose :the driving force

behind ,rJry*ring we do. lts what's guides us to deliver our strategy, putting the customer first' delivering

relevant Silods and services, and improving operational excellence' Below is an outline ofthe

organisatiins policies and activities that promote sustainability'
I

D I SUSTAINABILITY STRATEGY AND PROFILE

i The continuity of our company is hinged/dependant among other on the foilowing key
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19 MARKET PLACE PRACTICES

a) Responsible Competition Practice

The company acknowledges the role played by competitors in complimenting it service to all citizens

under its jurisdiction given by the regulator to supply water , which is a right enshrined in the Kenya

constitution. in this regard, the company engages other water supply organisation more so the community

projects and provides them with technical expertise in Non-Revenue water reduction and water safety,

b) Responsible Supply Chain And Supplier Relations

The company acknowledges the importance of managing suppliers through prompt payment. We

endeavour to pay supplier invoices within the credit period given by our suppliers .where the company is

unable to meet this obligation on due dates we provide a notice to suppliers of the delay and communicate

alternative paying dates.

c) Responsible Marketing

The cornpany while publicizing of its products, ensures that our marketing and advertisements campaign

are conducted using fair language. are morally upright and adhere to other fair marketing and advertising

practices . The entity is in process formalising a policy document.

d) Product Stewardship

The company provides its customers with clean reliable water, to achieve this, hourly tests are conducted

and also regular tests are carried out to attest that the water quality meets regulatory standards and

conforms to the WHO standards. The company as protected water catchment areas by planting trees dnd

creating awareness to community of the need to protect water sources,

xvll
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11.CO SOCIAL RESPONSIBILITY/COMMTJNITY ENGAGEMENTS

The co its pro poor programmes continued to increase coverage for both water and

sanitati and underserved within its area ofjurisdiction during the financial year'

The co be able to:

improve the health standards of Timau water scheme the company is planning to

sidize 200 No of pour flash toilets and constructing a Decentralised Treatrnent Facility

xv111
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1l.REPORT O}- THE DIRECI'ORS

The Directors submit their report together with the audited financial statements for the year ended June

30,2023 which show the state of the Imetha water and sanitation company s affairs.

Principal activities

The principal activities of the Imetha water and sanitation company continue to be to provide adequate,

reliable, and affordable water in its area ofjurisdiction.

Results

The results of the Imetha water and sanitation company for the year ended June 30, 2023 are set out on

page 2-77

Dividends

the company has not declared dividends for the year ended 2023,arry profits made are ploughed back to

finance the Extension of services in the underserved areas in accordance with the water act 201 6.

Directors

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

with Regulation of Meru County water and sanitation services act of 2014

Auditors

The Auditor General is responsible for the statutory audit of fhe Imetha water and Sanitation Company in

accordance with regulation of Meru County Water and Sanitation Services Act of 2014 and article 229 of

the constitution of Kenya and the Public Audit Act 201 5.

By Order of the Board

xlx

DR. Mworia Mugambi

Chairman of Directors
Meru Countv Urban lYater & Ssnitation Services Corooration
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12.STATEMENTOFD IRECTO RS'RESP ONSIBILITIES

Section Ait of tne public finance management acl20l2 and The Public Finance Management Ac12012

and the state corporations Act, require the Directors to prepare financial statements in respect of that

Imetha wdter and sanitation company, which give a ffue and fair view of the state of affairs of the Imetha

water an&. sanitation company at the end of the financial yearlperiod and the operating results of the

Imetha wlter and sanitation company for that year/period' The Directors are also required to ensure that

the Imethn water and sanitation compary keeps ploper accounting records which disciose with reasonable

accuracy ithe financial position of the Imetha water and sanitation company' The Directors are also

responsiue for safeguarding the assets of the Imetha water and sanitation company'

The Directors are responsible for the preparation and presentation of the Imetha water and sanitafion

company,s financial statements, which give a true and fair view of the state of affairs of the Imetha water

and sanibtion companyfor and as at the end of the f,rnancial year (period) ended on Jrme 30' 2021' This

responsiuility includes; (i) maintaining adequate financial management arrangements and ensuring that

these coitinue to be effective throughout the reporting period; (ii) maintaining proper accounting records'

which dlsclose with reasonable accrracy at any time the financial position of the Imetha water and

sanitatioh company; (iii) designing, implementing and maintaining intemal controls relevant to the

preparatlon and fair presentation of the financial statements, and enswing that they are free from materiai

misstatements, whether due to eror or fraud; (iv) safeguarding the assets of the Imetha water and

sanitatiln cornpany; (v) selecting and applying appropriate accounting policies; and (vi) making

accormthg estimates that are reasonable in the circumstances'

I

TheDiftctorsacceptlesponsibilityforthelnrcthawaterandsanitationcompany'Sfinancialstatements,

which have been prepared using appropriate accounting policies supported by reasonable and prudent

judgernlnts and estimates, in conformity with lntemational Financial Reporting Standaxds (IFRS)' and in the

mannerirequired by the PFM Act 2}l}andthe State Corporations Act'

rn" oilr".to* are of the opinion that the Imetha water and sanitation companr s fumncil statements give a

true and fair view of the state of Imetha water and sqnitation company's transactions during the financial

I

year enHed June 30, 2022, and of the In'tetha water and sanitation company's financial position as at that

date. The Directors f'urther confirm the completeness of the accounting records maintained for the Imetha

I
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water and Sanitation Company, which have been relied upon in the preparation of the Imetha water and

sanitation company's financial statements as well as the adequacy of the systems of intemal finan

contol.

Nothing has come to the attention of the Directors to indicate that the Imetha water and sanitafion company

will not remain a going conc€rn for at least the next twelve months from the date of this statement.

Approval of the financial statements

The Imetha water and sanitation company's financial statements were approved by the Board on 27th

September, 2023 and signed on its behalf by:

Dr. Mworia Mugambi

Chairman Board of Directors

Patrick Mugendi

A.G Chief Executive Officer

xxi
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TO THE AUDITOR-GENERAL ON IMETHA WATER AND SANITATION
co ANY IMITED FOR THE YEAR ENDED 30 JUNE,2023

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

rt on the Financial'Statements that considers whether the financial statements
resented in accordance with the applicable financial reporting framework,
standards and the relevant laws and regulations that have a direct effect

e financial statements

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

Effectiveness of lnternal Controls, Risk Management and Governance
ch co iders how the entity has instituted checks and balances to guide internal

This responds to the effectiveness of the governance structure, the risk
agement environment and the internal controls, developed and implemented by

charged with governance for orderly, efficient and effective operations of the

g
e
a

C

An
rele

yea

The
res

odified opinion does not necessarily mean that an entity has complied with all
regulations and that its internal controls, risk management and

s are properly designed and were working effectively in the financial

rts of the report are aimed at addressing the statutory roles and
of the Auditor-General as provided by Article 229 of the Constitution, the

inance Management Acl, 2012 and the Public Audit Act, 2015. The three parts
port, when read together constitute the report of the Auditor-General.

T ON THE FINANCIAL STATEMENTS

pedO rnron

audited the accompanying financial statements of lmetha Water and Sanitation
ny Limited for the year ended 30 June, 2023 set out on pages 1 to 72, which
se of the statement of financial position as at 30 June, 2023 and statement of profit
and other comprehensive income, statement of changes in equity, statement oforl

uditor-General on Imetha l|ater and Sanitalion Company Limited for the year ended

t_0



cash flows and statement of comparison of budget and actual amounts for the year then
ended, and a summary of significant accounting policies and other explanatory
info,'mation in accordance with the provisions of Article 229 of the Constitution of Kenya
and Section 35 of the Public Audit Act, 2015. I have obtained all the information and
explanations which, to the best of my knowledge and belief, were necessary for the
purpose of the audit.

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

Basis for Qualified Opinion

1. MaterialUncertainty Related to Going Concern

The statement of profit or loss and other comprehensive income reflects a loss of
Kshs.6,757,792 (2022:Kshs.5,680,832). Further, the current liabilities of Kshs.52,294,779
exceeded the current assets of Kshs.51,640,286, resulting to a negative working capital
of Kshs.654,483. The negative liquidity position is an indication of the existence of a
material uncertainty on the Company's ability to continue as a going concern.

The financial statements, however, were prepared on a going concern basis on the
assumption that the Company will continue to receive financial support from the County
Government of Meru and its creditors. Management did not disclose in the financial
statements the material uncertainty related to going concern or measures taken to
mitigate this. Further, the trade and other payables balance increased by Kshs.5,787,323
from Kshs.32,578,106 in previous year to Kshs.38,365,429 in the year under review, an
indication of the Company's inability to settle financial obligations as and when they fall
due.

ln the circumstances, the going concern of the Company could not be confirmed

2. Unconfirmed Customer Deposits

The statement of financial position reflects refundable deposits and prepayments balance
of Kshs.13,929,350 and as disclosed in Note 43 to the financial statements. However,
the Company spent Kshs.6,000,000 out of the customer deposits to purchase a motor
vehicle as reported in the previous year. No evidence has been provided to show that
the Company has reimbursed the utilized amount as required.

ln the circumstances, the accuracy, completeness and security of customer deposits
balance of Kshs.13,929,350 could not be confirmed.

Report of the Auditor-General on lmetha lYoter and Sanitation Company Limited for the year ended
30 June, 2023
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3. lnaccuracies in the lnventory

The statement of financial position and as disclosed in Note 28 to the financial statements
reflects inventory of Kshs.900,476 relating to stationery and general stores. However,
the Company did not value, present and disclose the amount of water held in the
treatment plants, reservoirs and distribution systems at the end of year in accordance
with lnternational Accounting Standard on lnventories (lAS) 2.

ln the circumstances, the accuracy and completeness of inventory of Kshs. 900,476 could
not be confirmed.

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

My opinion is not modified in respect of this matter.

Key Audit Matters

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

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the matters described in the Basis for Conclusion on Lavvfulness
and Effectiveness in Use of Public Resources section of my report, I confirm that, nothing

Repon lf the Auditor-General on Imetha Water and Sanitation Company Limiled for the year ended
30 June, p023
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The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of the lmetha Water and Sanitation Company
Limited Management in accordance with ISSAI 130 on Code of Ethics. I have fulfilled
other ethical responsibilities in accordance with the ISSAI and in accordance with other
ethical requirements applicable to performing audits of financial statements in Kenya. I

believe that the audit evidence I have obtained is sufficient and appropriate to provide a
basis for my qualified opinion.

Emphrsis of Matter

Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects an approved budget
and actual revenue on comparable basis of Kshs.70,585,235 and Kshs.62,326,099
respectively, resulting to revenue under-collection of Kshs.8,259,135 or 12o/o of the
budget. Similarly, the approved expenditure budget and actual of Kshs.70,585,235 and
Kshs.63,840,433 resulting in an over expenditure of Kshs.6,744,802 or 10o/o of the
budget.



else has come to my attention to cause me to believe that public resources have not been
applied lawfullv and in an effective way.

Basis for Conclusion

1. Audit Fees

The statement of financial position and as disclosed in Note 42 to the financial statements
reflects trade and other payables of Kshs.38,365,429 which includes audit fees payable
to the Auditor-General relating to accumulated audit fees since lhe 201312014 financial
year of Kshs.1,658,000 less provision of Kshs.232,000 for the year under review. As
reported in the previous year, the Kshs.1,658,000 audit fees should have been paid to
the Office of the Auditor-General in accordance with Section a1(1)(c) of the Public Audit
Act, 2015 which states that the funds of the office of the Auditor-General shall consist of
audit fees charged at the rates prescribed by the Auditor-General.

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

2. Un-Supported Salary Structure

During the year under review, the Board and Management of lmetha Water and Sanitation
Company processed salaries and wages for its staff amounting to Kshs.22,457,307
through its own salary scale adopted by the Board that outlined salaries for different job
groups and annual increments. However, Management did not provide approval and
authorization from the Salaries and Remuneration Commission for the implemented
salary scales. Furthermore, board minutes for adopting and approving the salary scales
were not provided for audit.

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

3. Staff Acting Beyond Six Months

Review of payroll data revealed that two officers have been in acting capacity for more
than six months. Review of their personal files further revealed that the Scheme Manager
has been in acting capacity since December,2022 while the procurement officer has been
acting since February, 2022. fhis was contrary to the provisions of Human Resource
Policies and Procedures Manual for the Public Service, May, 2016 that limit the duration
of acting appointments to only six (6) months.

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

4. Unmetered Billing

Note 6 to the financial statements reflects operating revenue of Kshs.47,955,794 which
includes water sales amount of Kshs.42,452,157 which further includes Kshs.12,198,730
relating to unmetered water whereby the water consumers only paid a standing monthly
fee not based on the amount of water utilized. This was contrary to Regulation 43(2) of
the Part lll of ModelWater Service Regulations, 2002 which states that, the water service
provider shall ensure that all connections shall be metered within one year and shall

Report of the Auditor-General on Imetha llater and Sanitation Company Limited for the year ended
30 June, 2023
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providb a report to the Water Service Board and the regulator on the progress with the
provisions of this regulation charge.

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

The audit was conducted in accordance with ISSAI 4000. The standard requires that I

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

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

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

Basis for Conclusion

1. Use of Expired Tariffs

Note 6 of the financial statements reflects operating revenue of Kshs.47,955,794. The
income was based on a water tariff for lmetha Water and Sanitation Company Limited
that was not approved since the previous tariff expired in the year 2017. This has
contributed to the deficit in the statement of profit or loss and other comprehensive
income.

2. Long Outstanding Receivables

Report Qf the Auditor-General on Imetha ll/ater and Sanitation Company Limited for the year ended
30 June, l;023

5

ln the circumstances, the effectiveness of controls on tariffs could not be confirmed.

Note 29 to the financial statement reflects trade and other receivables of Kshs.40,021,881
which hcludes balance of Kshs.664,668 relating to staff debts which have remained un
surrendered. The staff debts were issued between years 2012 and 2016 and have
remained outstanding for over ten (10) years now and no evidence was provided to
confirrn any efforts to recover the staff debts. This was contrary to Regulation 95 (5-7) of
the Public Finance Management (County Governments) Regulations, 2015. Further, the
ageing analysis to the debtors was not provided for audit.

ln the circumstances, the effectiveness of controls on recoverability of receivables could
not be confirmed.



3. High Non-Revenue Water

Review of records revealed that the Comparny produced 1,191,744 cubic meters (M3) of
water out of which 722,768 cubic meters was billed to consumers while the remaining
balance of 468,977 cubic meters with approximate value of Kshs.23,448,850 at the rate
of Kshs.50 per cubic meter, equivalent to 39% was lost water. This is water that was
produced but not translated to sales. This volume exceeds the set maximum allowable
water loss of 25o/o as per the WASREB lmpact Performance Report No.13/2021.

ln the circumstances, the high level of non-revenue water is unacceptable.

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standards
require that I 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. I believe that the audit evidence I have
obtained is sufficient and appropriate to provide a basis for my conclusion.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

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

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

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

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

Responsibilities of Management and the Board of Directors

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

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

Management is also responsible for the submission of the financial statements to the
Auditor-General in accordance with the provisions of Section 47 of the Public Audit Act,
2015. ln addition to the responsibility for the preparation and presentation of the financial
statements described above, Management is also responsible for ensuring that the
activities, financial transactions and information reflected in the financial statements are

Report of the Auditor-General on Imetha l ater and Sanitation Company Linited for the year ended
30 June, 2023
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in compliance with the authorities which govern them, and that public resources are
applied in an effective way.

The Board of Directors is responsible for overseeing the Company's financial reporting
s, reviewing the effectiveness of how Management monitors compliance with
rt legislative and regulatory requirements, ensuring that effective processes and
s are in place to address key roles and responsibilities in relation to governance
ik management, and ensuring the adequacy and effectiveness of the control

environment.

Auditor-General's Responsibi! ities for the Aud it

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

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

Further, in planning and performing the audit of the financial statements and audit of
compliance, I consider internal control in order to give an assurance on the effectiveness
of intemal controls, risk management and overall governance processes and systems in

ance with the provisions of Section 7(1) (a) of the Public Audit Act, 2015 and submit
lit report in compliance with Article 229(7) of the Constitution. My consideration of
lrnal control would not necessarily disclose all matters in the internal control that
rc material weaknesses under the lSSAls. A material weakness is a condition in
he design or operation of one or more of the internal control components does not
to a relatively low level the risk that misstatements caused by error or fraud in

ts that would be material in relation to the financial statements being audited may
tnd not be detected within a timely period by employees in the normal course of
ting 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.

the Auditor-Generol on Imetha ll/ater and Sanitation Company Limited for the year endedRepofl
30 June,
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As part of an audit conducted in accordance with lSSAls, I exercise professional
judgement and maintain professional skepticism throughout the audit. I also:

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

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

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

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

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

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

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

I also provide Management with a statement that I 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.

FCP , CBS
AUDITOR-GENERAL

Nairobi

22March,2O24

Report of the Auditor-General on Imetha Water ond Sanitation Company Limited for the year ended
30 June, 2023

8



"^,;;; 
i;;; # ;ff ;ilffi ;iilI*,i." "For the year ended June 30, 2023

14. Statements of Profit or Loss and other Comprehensive Income for the year ended 30 June 2023

Operating Revenue 6 47,955,794 45,619,283

Grant IncorE 'la 3,476,981 8,487,751

Other InOomes 8 92,000

9 199,935

Other G{irs(losses) 10

Total Revenue 54,306,969

StaffCosts l1 24,215,415 20,446,640

General and Operations Experses l2 17,997,287 19,310,180

13 344,200 1,029,400

Mainbnoe Erpenses 14 10,546,910 t2,977,765

Depreciation and Arnortbatbn Expenses l5 5,178,754 6,223,815

Finance Cost 16

Total Erpenses

(6,7 57,792) (5,680,832)

Income Tax Erperue(Credit)

ProfiU(loss) Afte r Taxation (6,757,792) (5,680,832)

Eamings per shar+Basb and Dihrted

Other comprehensive income

PmfiU(oss) Afte r Taxation (5,680,832)(6,757,792)

RenrsasrterEm ofNet Defined Benelit Liabiliw

Fair ralu{ Gain(-oss) on investruret in Equity Irutrument

Designat# As At FWOCI(Fah Value Through Other

Comprehinsive Income)

Total COmprehencive Income for the Year (6,757,792.14) (5,680,832)

a C

-i:.,; -.^ .i
i.l'

Revenuc

Finance hcome

51,524,775

Experscs

Board Expenses

58,282567 59,987,801

Pmfi V(loSs) Be fore Taxation

Dividcd per share

Surplus or Defeci! on Revaluat'ron of PPE

1
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Provisiors 40

Retternrets Benefts 41

Total Non-cum:nt liabilities

Curcnt Uabilities

Bonr 38

f,ease Lia

Pnrvisions 40

Retirt nre nts Bcnefits O ations 4t
Trade ard odrer P ables 42 38,365,429 32,578,106
Refi.uxlable De slsts arrl Ple t3,929,350 13,569,350
Dilibred hroure 44

Dividerxls P able 45

Taxatiru 46

Totll Cunrnt Lirbilitics 52294,719 46,147,456

TOTAL EQUtry AND UABIIJTIES 88J95,465 79,998,292
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ls at l$ July 2022 23,128,883 10,721,953 33,850,836
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rerntntbn gil
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deftrrcd tax onexces dqreciatbn

Faivah adjuumeton mvesErEnts
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Capitaldevebpmd gants recived dut"gth year 10,801,325 10,801,325
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proposd firaldivileds

Anmtisatbn of Capltal Crrzu (1,729,M5) (t,729,445)

CapirtalGrad

Refrnd -WSTF ($,239) (64,239)

0

Srptn/Dtuil brtnltar 0

AS rt 30 Jum 2023 16,306,852 36,100,685

5

19,793,833



Imetha lYater and sanltauon cuurPauJ'

Annual Reports and Financial Statements

For the Year ended June 30' 2023

7.Stat nt f ash FIows for The Year En ed 30 Ju ne2023
1

47,955 794
6, 387,911.

o') 0

360 000
5 02 335 787 323

))528
s6,471,515

1s31s24
19 l0 1808717 7

344 00
12 977 76510 546 910

1 674 081697,891

Cash fi'o m o e ratin activitie s
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7b
Grant inc e

9
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other inc
43

Custorner rtS

CreditorsIncrease
28

Decrease orn Inve

P rne nt
11

Staff cos
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11

Board E
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nse s
t4

Maintanc ex nses
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16

Financc
Refund customers de s ists 43

ncrea3e h Debtors 29
I

Total Pa nts
flow fro m o ratin Activitie s

Cas h Fl Iio Ill I n e s t I n Act l itie s

of P lant P and nts PE 14
Purchas
Procee from dis osal of PPE

Purchas of inta le assets

Purchas of investment

Purchas of uoted investments

Procee fron] d tS I ote d Inve stments

Ne t cas us e d I n In e s tin acti It Ie S
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36b
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Refund Grant income to WSTF 36a

Ne t cas flow fto nl financ I n act lv Itie s

Increas ln cash and c ASh E uiva nts

oash e
'lents as at l st J u 2022 32

Cash a
Effects Fore exchan Rtae fluctions

J JCash a cash e lva lents as at 0th une 2o23

55' 438,06753,801,703
2,669,872

10 736 627
066 149

10 801 ')<

64239
10 737 086

792 0l670,337

7 55 928 04't 592

8,047,59210'717,929

6

45,619,283

1.747,536
199,935

8
337,500

630,889
58,377,851

20,446,@

1,029,400

of

Net cash

of

2,939,184

(2,147,58r'.)(10,736,62D

o,147,5a4)
792,2O1
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l8.Statement of Coinrrarison of Budget and Actual Amount for the Year Ended 30 June 2023

Re ve nue Ks hs Supplimentary Kshs Actual Kshs

Operating Revenue 52,687,080 3.s21,849 562t4,929 47955,794 8259,t3s 85%

1,72944s t,729,44s r,729A45 \WoNon Operating revenue

w9,744 t,699,rr1 r2,s48,86r t2,548,861 LWoCirants

92,0N lWoOther incorne 92,000 92,000

Total Revenue
'fotal incomc 53,536,824 17,048,411 70,585,235 62,326,,099 8,259,135 Wo

BXPENSES

24,0n.5,5U 24,005,5M 242ts,4ts (2W,911) t07%Staff costs

731,000 4T/oBoard Expenses 731,000 344200 386,800

General and Operaticns Expenses 20,018,119 6247,086 2626520s t7,997287 8267,918 69./o

Maintanance 8,083201 8,083201 10,5469r0 (2,463,709) L3tr/o

Finance Costs

Tota I Recurrent Expendihre 52,837,824 6247,086 59,0M9r0 53,103,812 5981,098 Wo
Prolt OR bss (6,7s7,792)

Capital Expenditure 699,000 10,801J25 11,s00J25 t0,736,621 763,7M 93%

17,048,411 70,585,235 63,840,433Total Expenditure 53,536,824 6,744,802

7
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ction ofthe budge tud oPerating revenue by kshs 3,527,849 however the target was not

majorly attributed to prolonged dry sPe ll hence low billing.

Oper

There
realis

a)

There

The co ived some Grants from the water Sector Trust Fund to imPle ment a Project in Mitunguu

2

operation exPenses

the management to rethtce on the spending due to financial constraints

b) ng
d due to fewer board meetings'expe

c) expenses

fre n of the pipe network occasion more spending by the mangement

8
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l9.NOTES TO THE FINANCIAL STATEMENTS

1. General Information

The Imetha water and sanitation company ltd was incorporated by the companies Act (cap 486) Act of the

laws of Kenya on 3lstMarch 2006. At cabinet level, the Imetha water and sanitation comparry ltd is

represented by the Cabinet Secretary for Ministry of Irrigation, Water and Natural resources, who is

responsible for the general policy and strategic direction of the Imetha water and sqnitation company.

The constitution of Kenya 2010 under the fourth schedule placed water and sanitation services to the

county governments. Consequently, the transition authority vide gazette notice no 154 ofthe 9s august

2013, transferred water service provision including water and sanitation and sewerage companies to the

county govemment of Meru, For Kenyan companies act reporting purposes, the balance sheet is

represented by statement of financial position and the profit and loss account by the statement of profit or

loss and other comprehensive income in these financial statements.

2. Statement of Compliance and Basis of Preparation

The financial statements have been prepared on a historical cost basis except for the measurement at re-

valued amounts of certain items of properfy, plant and equipment, marketable securities and financial

instruments at fair value, impaired assets at their estimated recoverable amounts and actuarially

determined liabilities at their present value. The preparation of financial statements in conformity with

Intemational Financial Reporting Standards (IFRS) allows the use of estimates and assumptions. It also

requires management to exercise judgement in the process of applying the Imetha water and sanitation

c ompqny's accounting policies.

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

reporting crrrency of the Imetha water and sanitation company. The financial statements have been

prepared in accordance with the PFM Act, the State Corporations Act, and International Financial

Reporting Standards QFRS). The accounting policies adopted have been consistently applied to all the

years presented.

9
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Notes to financial statements (continued)

3.A lication Of New and Revised International Financial Reporfing Standards (IFRS)

LNew and mendments standards and interpretations in issue effective in the year ended 30 June 2023

DescriptionTitle

measurement, presentation and disclosure of insurance

contracts issued. It also requires similar principles to be

applied to reinsurance contracts held and investrnent

contracts with discretionary participation features issued'

The objective is to ensure that entities provide relevant

information in a way that faithfully represents those

contracts.

Gs for the recognition,The new standard establishes princiP

ContracB sued in
ceIFRS 17

May 2017

annuab

altimtin

ti

nonbeSon dal bc gmrua pThe pp
footi nfi11ld)0 J2tS anJiEIaftoI uary

orthodudanSSnca oc u s
ullcco1ns acSh tingd St nti Sent hangot h8 gup

atll SteSunn ca oSechanofr n] tingc So obp

Accounth!
Standardsi 8-

Accountiig Policies,

Enors, ar#
Estimatesl

IAS (lnte onal

ble to amual Periods beginning on

or after lst January 2023, require entities to disclose their

material accounting policy information rather than their

signifi cant accounting Policies.

The amendments, aPPIica

1 titled Disclosure of
Accounting Policies
(issued in February

2021)

Arnen s to IAS

annualap

apn)
quti

ebr1 do St ngoc ba glnIppThe
ethscothdalro enJ2 p02anS1 JtIo uary

SA )14 I2and1hs 511o 1nelllx tl pgraparap
otSn ro11 ota toS th poti oEemoti exnecot' pgn1(

alte ofl Sot1t Ia1 con n1 n,o ognlNSca oanstr

Tax Reldted to
Assets aild
Liabilitids arising

12 titled efened

from a S e

Transa on (iszued

nts to IASAm

1n

Effective Date

Effective for ann..

periods beginning on :
after l't Jaruary 2023

The amendments I

effective for arul-

reporting Peric'
beginning on or aft

January 1,2023

The amendments

effective for ann

periods beginning on

after January 1,2023

The amendments
effective for ann I

periods beginning on

afterJanuary 1,2023

Tlte Dhectors ltsve ussessed the applicable standards and amendments' Based' on their assessment of

impact of apptication of the above, they do not expect that there will be a significant impact on the

c o ntp any's ftnsncial s tatenents'

10

introduce
toamendments,

amendmentsincl

IAS

taxable and deductible temporary differences'

onamendments,
ofafter

ofrecognition
1

that,

2021
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Notes to the financial statements (continued)

Application of New and Revised International Financial Reporting Standards (IFRS)
i. New and amended standards and interpretations in issue but not yet effective in the year

ended 30 June 2023.

Effective date

Amendments to IAS 1 titled
Classifi cation of Liabilities
as Crurent or Non-current
(issued in January 2020,
amended in October 2022)

The amendments, applicable to annual
periods beginning on or after lst
January 2024, clarify a criterion in IAS
I for classifiing a liability as tron-
current: the requirement for an entity to
have the right to defer settlement of the
liability for at least 12 months after the
reporting per!qd

Amendment to IFRS 16 titled
Lease Liability in a Sale and
Leaseback (issued in
September 2022)

The amendrnent, applicable to annual
periods begiruring on or after 1st
January 2024, requires a seller-lessee
to subsequently measure lease
liabilities arising from a leaseback in a
way that it does not recognise any
amount of the gain or loss.
The amendments, applicable to annual
periods beginning on or after 1st
January 2024, improve the information
an entity provides about liabilities
arising from loan arrangements for
which an entity's right to defer
settlement of those liabilities for at
least hvelve months after the reporting
period is subject to the entity
complying with conditions specified in
the loan arangement

The amendments are
effective for annual periods
beginning on or after
January 1, 2024. Earlier
application is permitted

(The Directors do not plan to apply any of the above until they become ffictive. Based on their
assessment of the potential impact of application of the above, they do not expect that there wtll be a
signiJicant impact on the company's financial statements),

iii Early adoption of standards Metha water and sanitation company did not -adopt any new or
amended standards in the year 2022

Impact: The standsrd has

no impact on the financial
statements of Imetha
Water and Sanitation
Company.

The amendments are
effective for annual periods
begirming on or after
January 1, 2024. Earlier
application is permitted.

The amendments are
effective for annual periods
beginning on or after
January 1, 2024. Earlier
application is permitted

11

Amendment/[nterpretation
to a standard

Amendments to IAS 1 titled
Non-current Liabilities with
Covenants (issued in October
2022
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Notes of tte financial statements (continued)

4.Summaly of Slgnificant Accounting Policies

rne prin{pte accounting policies adopted in the preparation of these financial statements are set out

l

below:

a) Revcnle recognition'l
Revenue fs recognised to the extent that it is probable that future economic benefits will flow to Imetha

water and sanitation company and the levenue can be reliably measured' Revenue is recognised at the

fair uarue]of consideration received or expected to be received in the ordinary course of the Imethawater

ona ,rn rhrron compqny,s activities, net of value-added tax (vAT), where applicable, and when specific

criteria hhve been met for each of the Imetha wqter qnd sanitation company's activities as described

below

lIl.

Revenue from the sale of water ser-vices is recognised in the year in which the Imetha water

and sanitation company delivers service to the customer, the customer has accepted the bill

and collectability ofthe related receivables is reasonably assured'

Grants from National Government or county Government are recognised in the year in

which the Imetha water and sanitation company aclually receives such grants'

Flnance income comprises interest receivable from bank deposits is recognised in profit or

loss on a time proportion basis using the effective interest rate method'

Dividend income is recognized in the income statement in the year in which the right to

receive the payment is established

Rental Income is recognised in the income statements in the year in which the right to receive

the payment is established'

Other income is recognised as it accrues'

U) fn-f<t[a contributions

In-kind tontributions are donations that are made to the Imetha wqter and sanitation company in the fomr

l

of actuaf goods and,/or services rather than in money or cash terms' These donations may iaclude vehicles'

eouiomlnt or personnei services. Where the hnancial value received for in-kind contributions can be

I

reliablyl determined, the Imetha water and sanitation compsny includes such value in the statement of

ll

lv

vl.

t2

l.
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comprehensive income both as revenue and as an expense in equal and opposite amounts; otherwise, the

Al1 categories of properfy, plant and equipment are initially recorded at cost less accumulated depreciation

and irnpairment iosses,

Certain categories ofproperty, plant and equipment are subsequently carried at re-valued amounts, being

their fair value at the date of re-valuation iess any subsequent accumulated depreciation and impairment

losses.

Where re-measurement at re-valued amounts is desired, all items in an asset category are re-valued

through periodic valuations canied out by independent extemal 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 reserye account; all other decreases are charged to profit or loss in the incorne

statement

Gains and losses on disposal of items of properly, plant and equipment are determined by comparing the

proceeds from the disposal with the net carrying amount of the items, and are recognised in profit or loss

in the iacome statement.

d) Depreciation and impairment of property, plant and equipment

Freehold iand and capital work I progress are not depreciated. Capital work in progress relates mainly to

the cost of ongoing but incomplete works on building and other civil works and installations,

AII non-current assets are valued at historical cost and after subsequent adjustment with their respective

depreciation.

Subsequent costs are included in asset carrying amount or recognized as a separate asset, as appropriate.

AII other repairs and maintenance are charged to the income and expenditure account during the financial

period in which they occurred. No asset revaluation has been carried in the year under review. Value of

water treatrnent plant freehold land and properly is under valuation and report will be submitted when all

procedures and formalities are completed and subsequently be incorporated in the financial statement

Items of property, plant and equipment are reviewed annually for impairment. Where the carrying amount

of an asset is assessed as greater than its estimated recoverable amount, an impairment loss is recognised

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

o

13

contribution is not recorded.

c) Property, plant and equipment
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M rS

M r Vehicles & cYcles

C puter and accessories

.P EquiPment

L se Tools

A tully ,s depreciation charge is recognised both in the year of asset purchase and none in the year of

asset dis sal.

e) Intan le assets

Intangibl assetscomprisepurchasedcomputersoftwarelicences,whicharecapitalisedonthebasisof

dtoacquireandbringtousethespecificsoftware.Thesecostsareamortisedoverthe

ES useful life of the intangible assets from the year that they are available for use' usually over

three ye

Pi

Fu

w

and fittings

iture and EquiPment

eters

ipes and fittings

urniture and EquiPment

otor Vehicles & cYcles

omputer and accessories

W.T.P EquiPment

Loose Tools

l2'/o

20"h

12.5o/r

250

300h

12,50h

3333%

l2o/o

200/,

12.50

250h

30'/,

12.5o/o

33.330h

f) Amo

Amorti

ation and impairment of tangible assets

on is calculated on the reducing balance method pro-rata to time ovel the estimated usefiri life

of the et at the following rates:

t4
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All computer software is reviewed annually for impairment. lilhere the carrying amount of an intangible

asset is assessed as greater than its estimated recoverable amount, an impainnent loss is recognised so t

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

g) Investment property

Investment property, which is property held to eam rentals and/or for capital appreciation (including

property under construction for such purposes), is measured initiaUy at cost, including transaction costs.

Subsequent to initial recognition, invesfinent properfy is measured at fair value. Gains or losses arisin$

from changes in the fair value of investment properfy are included in profit or loss in the period in which

they arise. An investment property is derecognized upon disposal or when the investnent properly is

permanenfly withdrawn from use and no future economic benefits are expected from the disposal. Any

gain or loss arising from derecognition of the property (calculated as the difference between the net

disposal proceeds and the carrying amount of the asset) is included in profit or loss in the period in which

the properly is derecognized.

15
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Notes to t e financiat statements (continued)

Summaryiof Accounting Policies

h) Rights ff use asset

fne rightli-use assets comprise the initial measurement of the conesponding lease liability' Iease

payments [nua. ut or before the commencement day, Iess any lease incentives received and any initial

direct cost. They are subsequently measured at cost less accumulated depreciation and impairment losses'

Wheneverlthe enlity incurs an obligation for costs to dismantle and remove a leased asset, Iestore the site

on which lt i, to*t.d or restore the underlying asset to the condition required by the terms and conditions
l

ofthe leaje, a provision is recognized and measured under IAS 37. To the extent that the costs relate to a

right-of-rJe asset, the costs are included in the related right-of-use asset, unless those costs are incurred to

produce ilrentories. fught-of-use assets are depreciated over the shorter period of lease term and useful

life of th{ underiying asset. If a lease tansfers ownership of the underlying asset or the cost of the right

of-use as{et reflects that the entity expects to exercise a purchase option, the related right-of-use asset is

oepreciatf over the useful life of the underlyirg asset. The depreciation starts at the commencement date

of the leafe. The right-of-use assets are presented as a separate line in the statement of financial position

i)Fixeil itterest investment (bonds)

Fixed inlerest investments refer to investment funds placed under Central Bank of Kenya (CBK) long'

trr* infiL"t octure bonds and other corporate bonds with the intention of eaming iaterest' Fixed interest

investnalnts are freely traded at the Nairobi Securities Exchange' The bonds are measured at amortized

cost or uf tui, uutr" through profit or loss or at fair value through other comprehensive income (FVOCD'

(Whicheler is aPplicable).

j) Quot{d invegtments

euoted Jnvestments are classified as non-c,,,rent assets and comprise marketable securities taded freely at

ti,, NuiloUi Securities Exchange or other regional and intemational securities exchanges' Quoted

I

investm|nts are stated at fair value

16
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Notes to the financial statements (continued)

Summary of Accounting policies

k) unquoted investments

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

Govemment owned or conuolled entities that are not quoted in the Securities Exchange. These are

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

l) Inventories

Inventories are stated at the lower of cost and net realizable value. Cost comprises direct materials and,

where applicable, direct labour costs and those overheads that have been incurred in bringing the

inventories to their present location and condition. Cost is calculated using the weighted average cost

nrethod/ FIFO (Wichever is applicable). Net realizable vaiue represents the estimated selling price less

all estimated costs of completion and costs to be incurred in marketing, selling and distribution.

m) Trade and other receivables

Trade and other receivables are recognized at amortized cost less allowances for any uncollectible

amounts. These are assessed for impairment on a continuing basis. An estimate is made of doubtful

receivables based on a review ofall outstanding amounts at the year end. Bad debts are written offafter all

efforts at recovery have been exhausted and when the necessary approval to write offis granted.

11
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n) Taxati

Notes to t e financial statements (continued)

Summary of Accounting Policies

on

i) Curren Tax

Current me tax assets and liabilities for the current period are measured at the amount expecled to be

om or paid to the taxation authorities. The tax rates and tax laws used to compute the amount

at are enacted or substantively enacted, at the reporting date in the area where the company
recovered

are those

f-II

operates

assets 1S co

iiabilities for

taxation

situation

1nv

reco

fore 1e

utilize

Notes

genelatestaxableincome.Cwrentincometaxrelatingtoitemsrecognizeddirectlyinnet

gnized in net assets and not in the profit or loss statement, current income tax assets and

the current period are measured at the amount expected to be recovered from or paid to the

duthorities, Management periodically evaluates positions taken in the tax returns

! ir, *r,i.r, applicable tax regulations are subject to interpretation and establishes p

with respect to

rovisions where

uppropria[t".

otueferJd Tax

,*"rul,* is provided using the liability method on temporary differences between the tax bases of

i .:,---^:^r -^-^,+i-^ hrt,.r^n <Fe et the renortins datO.
assets anf liabilities and their carrying amounts for financial reporting purposes at the reporting dal

,*.,J.d ta( liabilities are recognized for all taxable temporary differences, except in respect of taxable

temporary differences associated with investments in controlled entities, tlssociates and interests 1n joint

venturesI when the timing ofthereversalofthetemporarydifferencescanbecontolledanditisprobable

that the 1lemporary differences will not reverse in the foreseeable future. Defened tax assets are recognized

for all dtductible temporary differences, the carry forward of unused tax credits and any unused tax losses

Defene<I tax assets are recognized to the extent that it is probable that taxable profit will be available

against rxhich the deductible temporary differences' and the carry forward of unused tax credits and

unused [* lorr., can be utilized, except in respect of deductible temporary differences associated with

nts in controlled entities, associates and hterests in joint ventures, deferred tax assets are

only to the extent that it is probable that the temporary differences will reverse in the

future and taxable profit will be available against which the temporary differences can be

the llnancial statements (continued)

18
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Summary of Accounting policy

The carrying Ermount of defened tax assets is reviewed at each reporting date and reduced to the ext

that it is no longer probable that suffrcient taxable profit will be available to allow all or part of the

deferred tax asset to be utilized. Unrecognized defened tax assets are re-assessed at each reporting date

and are recognized to the extent that it has become probable that future taxable plofits will allow the

deferred tax asset to be recovered. Defened tax assets and liabilities are measured at the tax rates that are

expected to apply in the year when the asset is realized or the liability is settled, based on tax rates (and

tax laws) that have been enacted or substantively enacted at the reporting date.

Defened tax relatiag to items recognized outside surplus or deficit is recognized outside surplus or deficit'

Defened tax items are recognized in conelation to the underlying transaction in net assets. Deferred tax

assets and defened tax liabilities are offset ifa legally enforceable right exists to set offcurrent tax assets

against current income tax liabilities and the deferred taxes relate to the same taxable entity and the same

taxation authority.

p) Borrowing costs

Bonowing costs directly attributable to the acquisition, construction or production of qualifring assets,

which are assets that necessarily take a substantial period of time to get ready for their intended use or

sale, are added to the cost of those assets, until such time as the assets are substantially ready for their

intended use or sale. To the extent that variable rate borrowings are used to finance a qualifying asset and

are hedged in an effective cash flow hedge of interest rate risk, the effective portion of the derivative is

recognized in other comprehensive income and reclassified to profit or loss when the qualiSing asset

impacts profit or loss. To the extent that fixed rate borrowings are used to finance a qualifying asset and

are hedged in an effective fair value hedge of interest rate risk, the capitalized borrowing costs reflect the

hedged interest rate. Inveshnent income eamed on the temporary investrnent of specific borrowings

pending their expenditure on qualiSing assets is deducted from the bonowing costs eligible for

capitalization, All other borrowing costs are recognized in profit or loss in the period in which they are

incurred.

19
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Notes to t e financial statemints (continued)

Summa

q) Cash

of Accounting Policies

d cash equivalents

Cash and h equivalentscomprisecashonhandandcashatbank,short-termdepositsoncallandhighly

liquid in withanoriginalmaturityofthreemonthsorless'whicharereadilyconvertibletosmlents

unts of cash and are subject to insigaificant risk of changes in value' Bank account balances
known

include

r) Borro ings

Interest

associat

interest

ounts held at various Commercial Banks at the end of the reporting period

loans and overdrafts are initially recorded at fair value being received, net of issue costs

with the bonowing' Subsequently, these are measrued at amortized cost using the effective

e method. Amortized cost is calculated by taking into account any issue cost and any discount

I 
J. Finance charges, including premiums payable of settlement or redemption are

orpremir|monSettIement'.r1nancecnarBES'IIl9tuurrrtsylw1lll9ulv

accounted for on accrual basis and are added to the carrying amount of the instrument to the extent that

they are {ot settled in the period in which they arise' Loan interest accruing during the construction of a

project is]capitalized as part ofthe cost ofthe project'

l

s) Tradeiand other PaYables

Trade an[ other payables are non-interest bearing and are carried at amortized cost' which is measured at

*" i"O iptru or **ractual value of the consideration to be paid 
i 

** tt t:::::: * 
'oods 

and services

suppliedJ whether billed to the entity or not, Iess any payments made to the suppliers'

20
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Notes to the financial statements (continued)

Summary of Accounting policies

t) Retirement benefit obligations

The Company operates a defined contribution scheme for all full-time employees from July 1,2017.Ttle

scheme is administered by an in-house team and is funded by contributions from both the company and its

employees. The company also contributes to the statutory National Social Security Fund (I.ISSF). This is a

defined contribution scheme registered under the National Social Security Act. The company's obligation

under the scheme is limited to specific contributions legislated from time to time and is currently at Kshs.

1080 per employee per month.

u) Provision for staffleave pay

Employees' entitlements to arurual leave are recognised as they accrue at the employees. At provision is

made for the estimated liability for annual leave at the reporting date

v)Exchange Rate differences

The accounting records are maintained in the functional currency of the primary economic environment in

which the entity operates, Kenya Shillings. Transactions in foreign currencies during the year/period are

translated into the functional cr[rency using the exchange rates prevailing at the dates oft]re transactions

or valuation where items are re-measured. Any foreign exchange gains and losses resulting from the

settlenrent ofsuch transactions and from the translation at year-end exchange rates ofmonetary assets and

liabilities denominated in foreign currencies are recognized in profit or loss'

2l
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Notes to t

Summary of Accounting Policies

w) Budget information

The onglnal

ntr

e financial statements (continued)

budget for FY 202 2-2023 was approved by the Board of Directors on17th Jwre 2022

Subseque evisions or additionaI appropriations were made to the approved budget in accordance with

specific a rovals from the appropriate authorities. The additional appropriations are added to the original

budget b the entitY uponreceivingtherespectiveapprovalsinordertoconcludethefrnalbudget

Acco , fte company recorded additional appropriations of p<x on the 20xx-20xx budget following
v

the governing body'sapproval'TheCompany,sbudgetispreparedonadifferentbasistotheactual

incoure and expenditure disclosed in the financial statements. The financial statements are prepared on

sing a classification based on the nature of expenses in the statement of profit or loss'
accrual basi

whereas the

SU

budget is prepared on a cash basis. The amounts in the financial statements wele recast from

the accru a1 basis to the cash basis and reclassified by presentation to be on the same basis as the approved

budget. A comparisonofbudgetandactualamounts,preparedonacomparablebasistotheapproved

budget, is then presented in the statement of comparison ofbudget and actual arnounts' ln addition to ths

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

formats ind classification schemes adopted for the presentation of the financial statements and the

i

approvedl budget. A statement to reconcile the actual amounts on a compalable basis included in the

statemeni of cOmparison of budget and actual amounts and the actuals as Per the statement of
j

Comprehjensive income has been presented under section j of these financial statements'

22
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Notes to the financial statements (continued)

Summary of Accounting policies

x) Service concession arrangements

The Company analyses all aspects of service concession arrangements that it enters into in determining

the appropriate accounting treatment and discioswe requirements. In particular, where a private parfy

contributes an asset to the arrangement, the Company recognizes that asset when, and only when, it

controls or regulates the services the operator must provide together with the asset, to whom it must

provide them, and at what price. In the case of assets other than'whole-of-life' assets, it controls, ttuough

ownership, beneficial entitlement or otherwise - any significant residual interest in the asset at the end of

the arrangement. Any assets so recognized are measured at their fair value. To the extent that an asset has

been recognized, the Company also recognizes a corresponding liability, adjusted by a cash consideration

paid or received

y) comparative figures

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

to conform to the required changes in presentation.

z) Subsequent events

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

statements for the year ended June 30,2023

5 significant judgment and sources of estimation uncertainty.

The preparation of the Company's financial statements in conformity with IFRS requires management to

make judgrnents, estimates and assumptions that affect the reported amounts of revenues, expenses, assets

and liabilities, and the disclosure of contingent liabilities, at the end of the reporting period. However,

uncertainty about these assumptions and estimates could result in outcomes that require a material

adjustment to the carryi:rg amount of the asset or liability affected in future periods.
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Notes to t e financial stateme nts (continued)

Summary of Accounting Policies
I

a) Estim4tes ancl assumPtions

I

Thekeya{sumptionsconcerningthefunueandotherkeysourcesofestimationuncertaintyatthe

reporting date, that have a significant risk of causing a material adjustment to the carrying amounts of

assets and liabilities within the next financial year, are described below' The company based its

*rr*rr+, and estimates on palameters available when the financial statements were prepared'

However,jexisting circumstances and assumptions about future developments may change due to market

changes op circumstances arising beyond the control ofthe company' Such changes are reflected in the

assumPtions when theY occur

b) Useful lives and residual values'

i

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

potentiallfuture use and value for disposal:
' 

. The condition of the asset based on the assessment of experts employed by the company

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

processes.

Thenatureoftheprocessesinwhichtheassetisdeployed

Avaitability of firnding to replace the assets'

c) provision

raisedandmanagementdeterminedanestimatebasedontheinformationavailable

a

Dns wereProvisir

Additio

Provisi

obiigat

The pro

a

nal disclosure of these estimates of provisions is included in Note xxx

[n, *a measured at the management's best estimate of the expenditure required to settle the

lon at the reporting date and are discounted to present value where the effect is material

visionfor bad debts is estimated at 10% of the total trade payables' provisionsfor gratuitY is 31%

of emp

nyd shillings

loyees' basic salary. The amount payable to WASREB is provided a

and the amount payable to \LRA is provided at 51cents per m3

t 4% of the total billing in

absfracted.
Ke

24



il;ffi ;ffi # ;# ffi ffi ;, slliii." *
For the year ended June 30, 2023

42,452,157 41,922,173

sewerage serylces 2,935,159 1,822,699

Billing for other services 2,568,479 1,874,410

45,619,283Total 47,955,794

Notes to the financial statements(continued)

6.Operating Revenue

Billingfor other services refers to income generatedfrom services such as reconnecfionfees, and labour

charges

7b). Grant income

Q,lote: For capital/development Grants the amount recognized in the statement of comprehensive income

should be the depreciation amortization equivalents for the assets that hqve been acquired using such

capital/development grqnt as per IAS 20)

928,713Operational gants from Governnent Entities 849,744

Recunent/Operational grants from other agencies 897,792 5,459,198

Capital grants Anrortised 1,729,445 2,099,840

Donatiors tom cowfy Governnpnt

lnkind contrbrtions/donations tom other Agencies

9,487,751TOTAL 3,476,991

7 b)Grants Income

2022-2023
I

Operationai grants from Govemnrnt Entities 849,744 928,713

Recunent/Operational grants from other agencies 897,792 5,459,198

Donations from cowrty Govemnent

Inkind contribrfions/donations tom other Agencies

TOTAL 1,747,536 6,387,911

25
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For the Year ended June 30,2023

849,74400849,744

11,699,11710,801,32510,80 i,325897,792
orWater se

Trust
10,801,32510,801,3251r747,536Total

26
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rltil(t:.
f '"!i'il ii:i iili' i'!.i !

' . "trl.'itij:rii'

ri.','.it

County 
I

Govemm{nt of
Meru I

12,548,861

tI



lmelna waler anu sarlllallulr culllpalry.
Annual Reports and Financial Statements
For the year ended June 30, 2023

9 X'inance Income

No Jinance income during the period

Sale oftender

fines and penahies

Rental Income

Irsuarance Conpenasation

92,000
Miscellaneous incorue@efind of defrauded rrnney and

cash)

92,000Total

Interest inconre from teasury bonds

bills

lnterest from from receivables

199,935Interest fom Conunercial ba*s and fnancial instihttions

Lrterest on staf loars

Dividends

199,935TOTAL

27

Notes to the financial statements (continued)

8. Other Income

:',

i

lnterest income from
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10.Other ains and Losses

(r,sses)Fore
sale of investrrPntsn sal onLoss/

oftxed AssetsGain on

ss on Biological AssetsFair Vahre

ss on Revaluation of inrstnrnt ro erly
Fair V

Iosses on inventoRe

(1osses)foreUnre

Total

28
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I l.Staff Costs

17,521,10020,514,019Gross salary and Allowances

1,403,745 929,116Casual Workers wages

Medical insuarance schenp
141,200299,800Enployers contribution to social secrrity schenr
44t,812465,802Errployers conbrbution to pension scheme

Provisions br leave pay

310,299468,405Crratuly provisions

fringe benefit tax
174,400214,500stafwelfire
928,713849,744Other Ailowances -Salary for the corrrty staff

20,446,64024,215,415Totals
8684The average number of employees during the year

29
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12 Gener al and Operations exPenses

1 ,069,91 1

470,917
t,923,677

99,699
272,900
405,538

22,800
270,216
132,250

3,319,334

809,325
42,943

348,000

149,112
232,ooo

chernicals
r,t9s,322

522,948
ElectricitY 2,073 007
Fuel,Oi, ricants and Gases

Builk rva costs 298,344
Office S lies 488,688

ctive clo
358,030

Teleco ation

Po couner i 3,600
Water sewer

320,76s
e 96,000

Rent rates
and vehicles

Clairs co ersatiors
2,238,768

Dome Trave and Subsistence

Fore ll and accomo datio n

Statr and develoPrrrrt
615,030

51,408
Bank 348,000
Sec services

A colTllnlsslons 149,344
Public and Advertis 232,000
Audit S 280,100
!- I S

Co ftes
4 503 031

Lice and levies

S rts recreation

stake Hers e:penses

Do ns /CSR 423,513
Ho nses

Res h and develo rnent

Cc ne enses
137,702

Provis n for Dourfi.rl Debts
325,948

tio 108,600
co 1,723,743
Meet and conftrences 28,O20
News ers and eriodicals

1,064,625
wstf e I]sES 180,000
web st 215,000
B SMS 5,7 50
CO elQenses \7,997,287

785,000
s 188,070

381,792

185,853
342,805

67,295
)) 03,845

100
80,000

180,000
208,714

89,150
19 10 180

30

Uniform nd

Hire of

and

oficce
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Notes to the financial statements (Continued)

13. Board Expenses.

14. Maintenance Expenses

The company did not incur any lox expenses since no profit was recorded during the year

240,000 240,000Chainnan Honoraria
184,00032,000Sitting AJlarvances

Medicai insuamce

72,200 60s,400Induction and Training

Travel and acconndation

344,200 1,029,400Total Board Expenses

Plant and equipnrnt
6s,700Buildings

8,997,552 1 1,680,756Infrastructure netwo rks

Grourds
447,086824,090Motor vehicles

300,000 300,000Software

431,268 484,223ICT Qnfornration Comrrurication Technolory

Furnitrue

Water nrter maintance costs

Maintance of Access roads

10,546,910 12,977,765Total Maintenancc Expenses

3i

Other allowances

I ir-



l5.Deprcciation and Amortization Expenses

17. Income tax exPense

6,223,8155,178,754

5,178,754

Pro rnnetand up

Right ofrse Assets

Inta le Asset
canied tScoatertypro

6,223,815
n and AmortiszatiouTotal D rrcciatio

erses on loansInterest

erse on Bank Ovelnterest rdraft

Liab SlitientSlntere o

Ottrer ( ec

Total

dj ar at3rofit for thedusteandSE obn at10axaTntureC
ar urder/(over) rovlslonCr.urent tax nor

Crrrent defened tax c

11lovlsrornop

Totals

32
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l6.Finance Costs

Investnprt

i.

rnder- for defened tax

!r
:i:

lease
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Reconciliation oftax expense/(credit) to the expected tax based on accounting profit

(5,680,832)(6,757,792)Profit before taxation

licable tax rate of 30YoTax at the

Crment tax

Prior Year rnder- ro\,tsIon

osenses not deductble for taxTax effects ofe
Tax eflecyts of income not taxable

Tax eftcts ofexcess c ital allowances over de reciatio

norDefrned tax ar over- ro\.Eron
(5,680,832)(6,757,792)Total

33

t



Imetha
Annual
For the

wa
Re rts

and sanrta
and Financial Statements

uon compauJ

ended June 30,2023

Notes to financial statements (continued)

18. Ea per share

is incorpoThe comp

limited co

ploughed

19. Divid ds per share

The com y has not declared dividends for the year ended 30ff Jwrc2023 due to its tncorporatlon as a

legal underthecompany,sACTcap486lawofKenyaasapubiiclimitedcompanyguaranteed

by the go rnment of Kenya with no shareholding but with stakeholders. any profits made are ploughed

back to fi ce the extension of services in the underserved

rated as a legal entity under the company's act of 486 law of Kenya as a public

any by guarantee with no shared holding. but with stakeholders' Any profits made are

k to finance theextensionofservicesintlreunderservedareashencenoearningpershare.

34



NOTES TO THE FINANCIAL STATEMENTS
20.property, Plant and EquiPment

I

1(x)t^5

E0 902"923t7,1273,W),4s9t,l I2,030t3)62,64t20237,756t\90324129$81,61s2m,000atWD2

10,736,62110,163,701I 15,200259,00019E,720
Additbm

Tramfc r

91,639J4910,r63,70117,1273,207,659I, r 12,03013,621,6{l20,4$,41611901,24r29,E8i,675m,000As at 30/623

DEPRECIATION 19,705,61616576?.#5,614643,7009,$9,n4t3,6t42n2rll,08E20932,6t2/$.dlnn2
1r7&7vl8l228,60558,54r%5,479818,664rJ9r,0l3

r6,759Li14,24910,78520111,4329363549Jvn,713,5i5tu tuo?l

16755,17910,163,701l6Es33,1ll2,&36,1386,0015399J5r,8817,16{,050

NLT BOOK VAUIE

AS at 30/6,?3 t\tn)n551646,81546EJr07,471,185lg690,ls39,955,063290,0mAs at 30/ff22

35
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MEEHOII)
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AND

WATER

REATMENT

PLANT MEI-XRSrcH

MOTOR

\T,HICXES AND

MOTORCYOAS

T1]RNITURE&

EQUIPMB{T

coMfl.nms&
ETTfIRONICS

CAPMAL$ORK

llt fRocREss I{NAL

KsI KSII 16H xsH !sH KSH

Chtpfutrfat t)3626e

70\x4t s4,E84J70

290,000
409,789

3,s2\911
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20. ProPerfY, Plant eurd

2,14758{

80,902"92E

KSII

7E 755,345

I,l t2,G10

256,500

KSH

855,530
20,182J56

2w7,1$

55200

KSII

3,111J,35

9,151,142

12,903,211

51 r64

290,000

290,000

t1,127

KSH

t7,177

t,148,620

r3J62,611

KSH

t2214J.21
29,887,6is

29,8E7,675

atlnnl

rt 30/6112

lt3,l00

3,092,459

KSH

2979)59

(9, rs l

9 15

5

2,t80,373

265,n1

643,700

576J96

66,904

46EJ30

778,734

724

1

t,086

8,614272

7,,4'.1

fi3202
leTll

2113,08E

153t

2,052,330

r60,758

1E,691,846

223E,16

l l,l93,829

290,000

atlnDl
61 0e

Nl6nz

As at30/ff21

BOOKYALIJI

AS at3Uff22

l6,sl6

55l

811

16'j00

216

6

3 )12

36
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Notes to the Financial Statements

Valuation
The motor vehicles were valued by the Automobiles Association of Kenya om market value basis.

20(b) property, Plant and Equipment at costs

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

Property plant'and Equipment includes the following assets that are fuily depreciated

290,000290,000Land

3,549,357 9,3s3,88412,903,241Plant and Machinery
2,836,43813,621,641 10,785,203Motor Vehicles, includ mo les

533,41 12,674,2493,207,659compuers and rehted
409,7891,112,030 '102,241Offce equipmnet,f,u'nitue and fttigs

6,003,53914,432,93620,436,476water meters

22,723,625 7,164,05029,887,675pipe and fittings
16,759 36817,127loose tools

10, r63,70110,163,701work in progess
36,755,17991,639,549 54,884J70Totals

Motor vehicles includ motorc cles

entCom uters and related e ui

Office Su1 ment, fumiture and fi
Total

J/

Buildms

Plant and machinery
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Notes to t e financial Statements

2l.intagib e AssetsI

22.lnves ent properly

Cost
4,000,0004,000,000At July 1s

Additions

Disposals
4,000,000thAt June 3

4,000,0004,000,000nAmoffizal
tAt July 1t

,r the yearCharge ft

aluationOpening

nts During the yearMoveme

Disposals

Gains/(losses)

/aluationClosing \

Deprecial 0a Ct So

022As Jrily 1

Charge ft r the year

Disposal

losslmpairme

At June 0 2023

VahreNet bool

38

4,000,000

Addictbns

Fair Vah.6
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24. Biological Assets

Cost

As at I juty 2021

Addilions

As at 30 june 2022

Addittions

As at 30 jur 2023

Accumalated Depreciation

As at I july 2021

Charge for tlre year

As at 3Ojune 2022

Chuge fur tlr yeu

As at 30 jwrc 2023

Carryng Amount

As at 30 JutB 2022

As atjune 2023

I

Cattle

Trees

Others specifi

39

23.fughts of use Assets
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Notes to the financial Statements

25. Fixed lnterest lnvestments @onds)

The movefient in Investment during the year is as follows

26. Quoted Investments

bondCentalB ofkerrya 1,2.5% 15-

AB Co Bond

te BONDCD Co

atlj 2022Balance

the yearAdditiors d

drring the yearlnterest a

tehyearmaturities dnves

une 2023Balance tt 30 the j

Opening n

the yearMoveme d
G)G)Additions

Disposals

(Losses)Fair va

luationClosing va

40

Total
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Notes to the financial Statements

27. Unquoted Investments

Cost

AtJ 1

Additions
(losses)Fair value

Dis sals

At June 30

irne nt
AtJ 1

osals

aimrnt loss in the ar

At Junc 30

Net book value

4l

rl|iiii.'

ti

r.l

rrlrr tr,,' I l. .

ti

Shs ShrNoNo No

N/A

N/A

N/A

Shs

:
'.1.l

tii

.:I
:..1

.,,. ..,,;.),1

1.. i l'.
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Notes to the financial statements (continued)

28. Inventories

StN ShsNo Shs.r_o

N/A

N/A

N/A

NiA

5,5001,360General sbres
208,974315,172Chemic & laboratory items

662,651382,066Water fittings and Aacessories
312,8001 14,080Water neters

18,6007,600Uffirmand protective clothing
3 8,988Fuel, oil arrd h$ricants

Motor le spare parts

Goods intarsit
122,81567,275Statiorr and general stores

Finished ods

Work in ogress

ofstockslrss:
5,0701,223hosp itens

54,00010,800Comput and Accessories
1,429,398Total

42

The valu; of stock does not include the stock of water held ia the treatment works and reservoirs and the

distributibn systems due to the technicalities involved in the measurements of the water.

No

rli

900

900,476
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29. Trade and other receivables

2929. a Trade Receivables

At the begirming of the year

Additional provisions drring the year

Recovered druing the year

Written otrdr:ring the year

At the end ofthe year

39,280,056Trade receivables (nrcte (29a))
16077,157sits andDe

VAT ffalue Added T recoverableax
664,668664,668Staf receivables note 29 C

565,424Other receivables

Gmss trade and other rtceivables

Provision for bad and doubtfrrl receivable
39,323,99040,021,881Net trade and other rrcceivables

42,267,48743,644,507.00Gross tade receivables
(4,226,7+9)(4,364,451 .00)Provision for doubtflrl receir,ables

39,280,056.00Net trade receivables

ing analys fo wslloebt \1ASs asI!de ec aIYsro trasols thefi eta uneJ 0 theAs aob,
4,674,6813,926,657kss tlran 30 days
1,612,9441,898,168Between 30 ard 60 days
1,314,679t,293,396Between 61 and 90 d

970,054Between9l and 120

Over 120 d
42,261,48743,644,,507Total

43

28 a) Reconciliation of impairment Allowances for inventories

38,040,738

53

)

38,040,738

1,133,853
33,695,12835,392,433



29.(c) staff Receivables

29(d) Rec0nciliation of Impairment Allowance for staff Receivables

30.Tax recoverable

nniag of the yearAt the be

Additional provisions during the year

Recovered during the year

Written offdwing the year

At the end of the year

664,668664,668Ioans and advancesGross sta

airrnent lossProvision &r
Net staffioars

Less: Arnorurts due within one year
664,668664,668Annuts due after one year

At the be ofthe year

Additional rovisions d the ar

the yearRecove

Writtenofd the ear

At the end ofthe year

At be ofthe year

Inconp hx char for the year note 17)

Under(over) provision in prior year/s (note 17)

Inconr tax aid d the year

At end ofthe year

44
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29(b) Reconciliation of impairment allowances for trade receivables

III

!
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31. short Term Deposits

31. Short Term Deposits

Commercial banks

erative Bank ofKenyaCo

Comrnercial BankKe

bank

C ital Sacco

Totals

32.Bank and cash balances

32.Bank and Cash Balances

9,041,154Cash at bank
6,4393,785Cash in hand

Mobile rnc accourt
8,047,59310,717,929Totals

45

Barclays Bank ofKenya

10,714,1441

-l
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Notes to tbe financial statements (continued)

Detailed analysis of cash and cash equivalents

33.Ordi share ca ital

(no shar issued during the year)

a) Curre nt account
812,335.66981,617I 120023210300Co-opsra$ Bank

2,77260,3901 1 36023210300Co-opera Bark
283,37011480210303Accourtsc-o

6,158,3456,497,39s1100023210300BaukCo-o era
14,859142,07t1920288capital Sa o

769,4733,032,6721040282676151
8,041,15410,714,144Sub- tota

0s itsll deOn-
1100023210300Co-o Bank

Otlrers

Sut> total
Fixed sits accountec

Otlrer Co rcial banks

Sub to
$fi!ftrEt

6TT|E (s c

Cash in il
6,4393,785Cash in

accoultMobile
6,4393,785Sub to

8,041,59210,111,,929

E@IEG

d:Authoriz
)OO( ord ar vahe eachshares ofKslrs

id:

inary shares ofKshs. par vah:e each)OC( ord

46

Bank

Others

Grand total

I ir.

Issued and
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Notes to the Iinancial statements (continue d)

34. Revaluation Reserve

The revaluation reserye relates to the revaluation of certain items of property, plant and equipment. As

indicated in the Statement of Changes in Equity, this is stated after transfer of excess depreciation net of

related deferred tax to retained eamings. Revaluation surpluses are not distributable.

35.Fair Value Adjustment Reserve

The fair value adjustment reserve arises on the revaluation of available-for-sale financial assets,

principatly the marketable securities. When a frnancial asset is sold, the portion of the reserve that relates

to that asset is reduced from the fair value adjustment reserye and is recognised in profit or loss. Where a

financial asset is impaired, the portion of the reserve that relates to that asset is recognised in profit or loss.

36. Retained Earnings

The retained earnings represent amounts available for distribution to the entity's shareholders

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

28,809,71523,L28,884Balance as at the start ofthe
(5,680,832)(6,757,792)rofit Aoss frr the year

(64,239)Reflrnd ofursued revenue Grant from WSTF
23,128,88316,306,853Total Reserves

ca I rcserves
10,721,953a)ca ital Reserve @eftred lncome)

C ital Grant Income - WSTF
(1,729,445)Armotisation of ca iral

10,,721,,95319,793,833Total Capital Reserves

47

o",zAZ I.20274023'
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12,821,793

10,801,325
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37.Deffer(d Tax liability

Deferred t{x is calculated on all temporary differences under the liability method using the enacted tax

rate, cunedtly 30%. The net defened tax liability at year end is attributable to t}le following items

38.Borrowings

Accelerated capital allowances

Unrealised exchange gains/Qosses)

Rerahntion suphu

Tax iosses carried forward

Provisions for liabffies and charges

Net deftned tax liability

G) G)

Under provision in prior year

lnconre st4letrEnt charge/(credit)

Balance at end ofthe year

rnal Borma) Ex
of the ar

rrowingp dExternal

C)C)of during theRepaynr
earB alance t end of the

stic BorroDo

Donpstic onowings during the year

the yeardRe a

earB alance t end of the
a+balance at end ofthe period cC) Total B

\:i i

't l,'. ' .i | :.1.:

Balance at begiruring ofthe year

Credit to revahation reserve

Balance at beginning

the year

year

ofthe yearBalance al begiru:ing
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External Bormwings

Dollar denominated loan from '>oor Organiation'
Sterling Pound denominated loan from'yyy organization'

Erro denominated loan from zz organization'

Domestic Borrowings
Kenya Shtrling loan from KCB
Kenya Shilling loan from Barclays Bank

Kenya Shiling loan from Corsolidated Bank

Totalbalance at end ofthe year

Notes to the financial Statements(continued)

0,lB: the total of this statement should tie to note 43 totals. Cuftent portion of borrowings are those borrowings that are

pat'able within one year or the nex! financial year. Additional disclosures on terms of borrowlngs, nature of borrowings,

security and interest rates should be disclosed). [Foreign denominated loans should be restated based on CBK closingmean
rates at the end offinancial yearl

Short term borrowings (current portion)
Long term borrowings

Total
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39.Lease tability

At the s ofthe year

Discor.urt iderest on lease liabilily

G)(-)Paid d ar

At end ofthe year

Yeu2
Year 3

Year 4

Year 5

Onwards

C)(-)d interestlrss: trnea

Analysed

ntNon-Cun

Cuntnt

Balance d ofth yearbeghning

AddilbnalP l0tls

(,(.)(-)0(-)Provibn

C dw dbcout and tint ralw br mono

end ofthe yearBalane atthf
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Notes to the financial statements (continued)

Provisions dctails

4l.Retirements Benefit Obligations

Retirem ents benefi t Assets/Liability

The entity doesn't operate asset or Liability

IftIN

Curent Portion of Provisions

Lo n ofProvi;sionstenn

Total

KhKhsI(slNIGhi

tbnCwrent beneft ob

Noncurcd berpft obligathn

Total

51
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Notes to the linancial statements (continued)

Recognition of retirement Benefit Asset/; liability

a reco ed under other

b) Amoults recognised in the statements of financial position

slLosses in statements of Com rehensiYe income

xYoDiscount s

x%of/oFuture sa mcreases
xo/o

re- retirement)

Future pe

Mortality x%oxoh

x%oost- retirement)Morta
KXxxWithdrawa

x\Ill heahh
)o( years)o( yearsRetirement

defined plan assetsThe retum

ins/ losses arising from change s in demographic assurnptionsActuarial
from c s in fmancial assumptionsins/ losses arisActuarial

Achrarial and losses arising from expe rience adjustrne nts

Others (S )

AdjLstme for restrictions on the defned benefit asset

ment ofthe net defined benefit liability (asset)Re me asu

of defned beneft obliPtiors(a)Present
G)t.)lan assets(b)

ba )
on asset recogniredRes

Others

or liability fromdefrred benefit obNet As l'l

52

Amounts

I

x%o

xYoion increases

xYo

xx
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Retirement benefit AsseU Liability

The entity operates a defined benefit scheme for all frrll-time employees from July 1.2017 . The scheme is

administered by county pension Fund while CPF are the custodians of the scheme. The scheme is based

on 90lo percentage of salary of an employee at the time of retirement.

Imetha Wasco also contributes the statutory deductions to the National Socia; Security Fund Q.ISSF).it is a

deflrned contribution scheme Registered under the National Social security Act. currently the contribution

is at kshs 1,080

42,Trade and other Payables

Aging Analysis for trade and other payables

21,223,25027,333,540Trade payables
9,464,8568,009,494Accrued elpenses

1,132,396Employee payables

Other palables

Audit fees

32,578,10638,365,429Total

2t%9,464,8569.373,890 18%Under one year

4,494,523 10%7,045,0261-2 yeam

i 0,500,100 23%14,994,523 29%2-3 yeam

97721,687, 47%40%20,881,3410ver 3 years

7
'45

46,14152,294,719Total

53

Notes to the financial statements

1,890,0001,890,000

'ili.

13%
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43.Refisrdable Deposits and prepayments

13,231,85013,569,350Openng lance

337,500360,000Add De sists received during ttreyear

kss: re ed De osist diningtheyear

P p b custornersre

Retentio ontact deposits

O*rers (S

13,569,35013,929,350Total

337,500 3%3%360,000U,rO" on :f*
782,750697,500 5%1-2 yean

lt%1,428,7501,142,750 8%2-3 yeam

81%10,682,8s011,729,100 84%Over 3 yeu;
13,231,85013,929J50

Natio omry verTurEnt

Internatio fmders

Public co r.tions and donatiors

Total defened income

54

Aging Analysis for refundable Deposit and Prepayment

44. Deferred Income

t 1.. . ).1

Total
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The deferred income movement is as follows:

45. Dividends payable

The balance ofdividends payable relates to unclaimed dividends, payable to difflerent shareholders the

balance is analysed in annual amount below

Dividends payable analysis

Q,Io Dividends payabte to ordinary shareholders and to preference shareholders since the company has

no shareholder)

Balance brought forward

Additions
G)G)G)G)Trarsfers tc italflnd

G) G)G)G)TransEn to inconE statemert

G)G)G)C)Other trarsfers

Balarce carbd forwud

0ofthe ar
0the

G)C)
0Balance at end ofthe year

%I Inder orE 8I
9',ot-2

o/o%2-3 8rs
%Over 3 years

'[otttl
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Notes to thi financial statements (continued)

46.Taxation

47. Notes to the statements of cash flows

0At be ofthe AI
0for thelnconre c
0Under(o Srousrcn n nor

C)C)id during ttrc ar
0At end of ar

iliation of operating pmfiUfioss) t0 cash generated fron/ (used(a) Reco

in)opera ns

(5,680,832)92(6,757,7
rc laxPmftor hs

6,223,8r55,178,754
Depreciatbn

(2,099,840)(1,729,445)
Annrtiatbn

disposalofpro lant and(C,ain/bs o
(1,556,857)3,308,482)fiV(los)before working italctrargescap0perating

lcinngesWo*ingca
630,889528,922

in inventories

(1,674,081)(697,891)
(lnuease/

6,147,323intnde and othu payablesIncrease{d

b rs0Increase(d

)inpmvisbn for staft'have payIncrease(

2,939,7842,669,872
ted fmn/(rued in) operationCash gene

-
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is of cha es in loansAna

Balance at be of the ar

theRece d

during theRe

nts of 's accrued interestIevnus

iru/lossesF ore e\c

Accrued interest

Balance at end of the ear

c is of cash and cash e uivalents

Slrort term de sits

l,l 5 48,0410,7t4,t44
Cash at bark

6,4393,785
Cash in trand

8,047,59310,717,929
Balance at end of the

Ana sis of htenst

Interest on hans

Interest on bank overdrat

Intere$ on hase liabilities

ilalisedInterest on loaru

C)(-)
Balance at end ofthe year (note 35(b))

Intere$ id

is of dividende

ofthe yeuBalance at b

2Opr dMdends aid

2Oxx dMdends paid

20n< interim dMdends pail

Balarpe at end ofthe year

DivlJend paid

-

-
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Notes to t e financial statements
Other Dis losures
48. Relate Party Disclosures

I

Counfy Gbvernment of Meru

Imetha W{ter and Sanitation Company operates in Meru County, therefore. All transactions between

Imetha Wafer and Sanitation Co. and the County Govemment of Meru are at arm's length'

Other relatid parties are WSTF, the company Directors and the key management, Other than the directors'

emolumenls, all transactions made with these parties are at arm's length

OtHer related parties include

. The county department in charge of water

i. CountY government of Meru

r Water works agencies

r WASREB flMater Services Regulatory Board

o WRA
o Water sector Trust Fund

. KeY management

. Board of directors

t Kq management

. Board ofdirectors

fiieses to relatedS

resfromgovt.Rent Inp

to Govt. agenciesWater s

rrp from Govt ConrrPrcial BanksInterest

tomT-bills ard BondsInterest

ecfy)Others (S

Total

rtie sses from relatedb Purc

fwater fromgovt service providersPrrchase
lesS to govt aRent e

vt. agenciesconfrrence fees aid to

ail to Govt Con:nprcial barksSBank

58
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Interest e>perse to investrrpnts by other govt. entities

Others (

Grants from the Government

Grarts from National Govt ncrcs lt,699,117

Grants from Co Govemnpnt 849,744 928,713

Donatiors in kind

Total 12,548,861 1,477,911

P ofsalaries and for no< e lo

P for s and services fur >ocx

Total

d) Ke mana ement com ns ation
344,200 1,029,400

Co ensation to key nlent 3,200,463 1,772,356

3,544,663 2,801,756

Assets from detemrination of court cases

Reinrbwsable indenrnities and es

Receiyables from other venmrerfi effities

Ottrers (S

Total

49. Capital Commitments
Capital commitments at the year- end for which no provision has been made in these financial statements

are

No capital commitments for the year ended 30tl'June 2023

Anrcunts ar,ttrorised and contacted fur

Anpr:nts autlrorted but not conhacted for

kss: Arnrwrts inchrded inWork in IO

59

Total
b)

549,198

c) Expenses incuntd on behalf of rclated party

Directors' enrclunpnts
r-n2

Total
ansmg
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50. Contiugent Assets and liabilities

Conting t .A.ssets

Couting t liabilities

5I. FINAhICIAL RISK MANAGEMENT
l

Imetha \\iater and Sanitation Company is exposed to a variety of financial risks including credit and

Iiquidity 
fisks, 

The company's overall risk management progmmme focuses on unpredictability of

changes i{ the business environment and seeks to minimise the potential adverse effect of such risks on its

performa{ce by setting acceptable levels of risk.
I

Anpr.rrB atrthorised and contacted for

Le ss: Annunts inchrded in Work in progess

Continge nt liabilities

Court casd Inetha yasco against the entity 1,549,768.58

Bank guarantees in fivour of subsidiary

ContinSpdl liabfties arising from contracts inchrding PPPs @ublic
Priyate Partnershio)

Others (Speci$)

1'otal

Anpwrts authorized br[ not contacted for
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Notes to the financial Statements

i) Credit risk

The company has exposure to credit risk which is the risk that the customers may not be able to pay the

bills when they fall due.

The company provides a credit period of a maximum of 14 days to the water customers.

Failure to pay within this period the water supply is disconnected.

The credit risk associated with these receivables is minimal and the allowance for uncollectible amounts

that the company has recognised in the finzurcial statements is considered adequate to cover any

potentially irrecoverable amounts.

At 30 June 2023

43,644,507.043,644,507.043,644,507Trade Receivables

664,668.0664,668Other Recehables

IrNestments

10,714,144.010,714,144.010,714,144Bank balanc,,.s

55,023J19.055,023,319.055,023,319TotJll

At 30 June 2022

42,26'7,487.042,267,487.042,267,487 .0Receivables

1,230,092.0l,230,092.01,230,092.0Other Receivables

Investments

8,041,153.08,041,I 53.08,041,153.0Bank balances
51,538,732.051,538,732.051F38,732.0Total

61
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I

Credit Ris\(Contbrued)

The custoJers under the fully performing category are paying their debts as they continue trading. The

credit risk fssociated with these receivables is minimal and the allowance for uncollectible amounts that

the comparfy has recognised in the financial statements is considered adequate to cover any potentially

i...couerad" amounts. The company has significant concentration of credit risk on amounts due from 30

days. 
I

The board [f di.".,orc sets the company's credit policies and objectives and lays down parameters within

which the j,*iort aspects of credit risk management are operated

Liquidity fisk management

Ultimate r$sponsibility for liquidity risk management rests with the company's directors, who have built

an approptiate liquidity risk management framework for the management of the entity's short, medium

and long-tfrm funding and liquidity management requirements. The entity manages liquidity risk through

continuoul moniloring of forecasts and actual cash flows and maintaining a savings account where a

portion of e company's revenue is reserved

2023At 30 June
s2294,71948p765297343,473t,874,778CSTrade payaU

rn of bnowingsCunent prti

P rovisbns

Defened inc

nefrt ob tionEmpbye.e b1

52,294,77948,076,5292,343,4131,87 4,778Total

At 30 June 2022
46,t47,45742,8363s71,891,371t,419,128Trade payal

bn of bonowingsCurrent porl

Provisbns

)on'teDefened in

enefit obligatbnEmpbyee b
46,147,45142,83 6,3571,891,371I,419,728Total

II

II

I I

o.1

r

t--
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(iii) Market risk (Tailor os appropriate)

The board has put in place an internal audit fi.rnction to assist it in assessing the risk faced by the Company

on an ongoing basis, evaluate and test the design and effectiveness of its intemal accounting and

operational controls.

Market risk is the risk arising from changes in market prices, such as interest rate, equity prices and

foreign exchange rates which will affect the entity's income or the value of its holding of financial

instruments. The objective of market risk management is to manage and control market risk exposures

within acceptable parameters, while optimising the return. Overall responsibility for managing market risk

rests with the Audit and fusk Management Committee.

The company's Department in charge of risk management is responsible for the development of detailed

risk management policies (subject to review and approval by Audit and Risk Management Committee)

and for the day{o-day implementation of those policies.

There has been no change to the Company's exposure to market risks or the manner in which it manages

and measures the risk.

a) tr'oreign currency risk

The Company has transactional currency exposures. Such exposure arises through purchases ofgoods and

services that are done in currencies other than the local crurency. Invoices denominated in foreign

currencies are paid after 30 days from the date of the invoice and conversion at the time of payment is

done using the prevailing exchange rate
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Notes to th financial statements (continued)

(iiD Market risk (Continued)

The carryi{g amount of the Company's foreign aurency denominated monetary assets and monetary

Iiabilities at the end of the reporting period are as follows'

The Compny manages foreign exchange risk form future commercial transactions and recognised assets

and liabili es by projecting for expected sales ploceeds and matching the same with expected payments

At 30 June 022 CunentYear

Financial a ets

Investmerfu

Cash

Debtors

hilitiesFinancial

lesTrade ard o r

Bono

bility)asset/(lhNet lore

2022At 30 Junt

Financial assets

InvestnpnS

Debtors

bilitiesFinancial

blesotlprTrade urd

Bonowin{

cunency asset(liabNet foreig

l;i

rt r ll

:

Cash
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b) Foreign currency sensitivity analysis

The following table demonstrates the effect on the company's statement of comprehensive income on

applying the sensitivity for a reasonable change in the exchange rate of the three main transaction

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

appreciated with all other variables held constant

c) Interest rate risk

Interest rate risk is the risk that the Company's financial condition may be adversely affected as a

result of changes in interest rate levels. The company's interest rate risk arises from bank deposits.

This exposes the company to cash flow interest rate risk. The i-nterest rate risk exposure arises from

interest rate movements on the company's deposits.

l) Management of interest rate risk

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

favourable interest rates

2023Current FY
0t0%Erro
0l0o,'oUSD

2022 Prcvious FY
0t0%Er.ro
0USD

65

,.,,i

t0%



Imetha water and sanitation company.
Annual Rcports and Fiuancial Statements
For the year ended June 30,2023

Notes to t e finaucial statements (continued)

ii) Se sitivity analysis

The Comlany analyses its interest rate exposure on a dynamic basis by conducting a sensitivity analysis.

This involfres determining the impact on profit or loss of defined rate shifts. The sensitivity analysis for
I

interest ra(e risk assumes that all other variables, in particular foreign exchange rates, temain constant.
i

The analy$is has been performed on the same basis as the prior year.

Using thelend of the year figures, the sensitivity analysis indicates the impact on the statement of
l

comprehedsive income if current floating interest rates increase/decrease by one percentage point as a

decrease/i{crease of Kshs xxx (20xx: Kshs xxx). A rate increase/decrease of 5% would result in a

decrease/i{crease in profit before tax ofKshs xxx (20xx - Kshs xxx)

iiD Fair'lvalue of financial assets and liabilities

a) Financial instruments measured atfair value

Deterrnination of fair value and fair values hierarchy

IFR$ 7 specifies a hierarchy ofvaluation techniques based on whether the inputs to those valuation

tect$iques are observable or unobservable. Observable inputs reflect market data obtained from
I

ind{endent sources; unobservable inputs reflect the Company's market assumptions. These two

!yp$ ofinputs have created the following fair value hierarchy:

t) Lrvel 1 - Quoted prices (unadjusted) in active markets for identical assets or liabilities.

This level includes listed equity securities and debt instruments on exchanges.

D Level 2 - Inputs other than quoted prices included within Level 1 that are observable for

tle asset or liability, either directly (that is, as prices) or indirectly (that is, derived from

prices).

Ldvel 3 - inputs for the asset or liability that are not based on observable market data
l

(uufobservable inputs). This level includes equity investments and debt instruments with significant

i

un

avi

po

[bservable components. This hierarchy requires the use of observable market data when
I

hitable, The Company considers relevant and observable market prices in its valuations where

Isible
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Notes to the financial statemeDts (continued)

The following table shows an analysis of financial and non- financial instruments recorded at fair value by

level of the fair value hierarchy:

There were no transfers between levels 1, 2 ar.d 3 duri-ng the year.

Financial instruments not measured atfair value

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

the carrying amounts are a reasonable approximation of their fair values.

Financial Assets

Quoted equity inveslments

n* orr Iinancial Assets

Investrnent property

Land and buildings

At 30 June 2022

Financial Ass ets

Quoted equity investrnens

Non- financial Ass ets

Irvestment property

Land and buildings

-I
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Notes to t financial statements (continued)

iv) Capi I Risk Management

The o ective of the Company's capital risk management is to safeguard the Board's ability to

conti as a going concem. The Company's capital structure comprises of the following funds:

52. Incorporation '

The Imethd water and sanitation company is incorporated in Kenya under the Kenyan Companies Act 486

and is domlciled in Kenya

53.Events After the Report Period.

There we no matter material adjusting and non-adjusting events after the reporting period

54.. Cur cy

The finan al statements are presented in Kenya Shillings (Kshs)

Revaluatior reserve

Retained es mngs 16,306,856 23,128,883

Capital rest )rye 19,793,833 10,721,953

33,850,836Total fund ) 36,100,689

wmgsTotal bono
Irss: cash nd bank balances

Net debV ( rxcess cash and cash equivalents)

Gearing
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20 APPENDIXES

Appendix 1: Progress on follow up of auditor recommendations

The following is the summary of issues raised by the extemal auditor, and management comments that

were providei 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'

Time Frame
Status;
Resolved/No
t Resolved

Focal Point
person to
resolve

Management CommentsRef
No.

Issue/Observations
from Auditor

Resolved
Commercial

Manager

The uncredited receipts of

kshs 411,293 were for the

period ending 30th June

2022bulnot2021as was

reflected in the bank

reconciliation statements.

The dates were

erroneously indicated in

the bank reconciliation

statements. The

statements were rectified

to reflect the Correct

dates.

Cash and cash

Equivalents

1.1

Resolved
Commercial

Manager

The management is

continuously replenishing

customers deposits

account to ensure that all

the amount due to

customers is paid. A

standing order has been

made to that effect

1.0 Customer

Deposits1,2
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General
Manager

The trade payables were
on upward hend during
the period since the
company's revenues were
adversely affected by
prolonged drought which
caused shortage of water
in a number of schemes
hence low collection of
revenue

1.3
Not
Resolved

Not
Resolved

General
Manager

The company's budget
revenue could not be

achieved due to the
prolonged dry spell which
affected the volumes of
water sold to the
customers. There was also

massive destruction of
road works which affected
water supply

Budgetary Control
and Perfom'rance

1.4

Technical
Manager

Not
Resolved

The company is
progressively doing
intervention to reduce the
NRW to Desirable levels

Non-Revenue
water (|IRW2.1

Not
ResolvedGeneral

Manager

Metering is a capital

investnent to the

company; The company

requires 4,000 water

meters to be 100%

metered, This requires a

huge capital outlay and

pose a challenge to the

company with the current

tariffwhich does not cater

for capital investnents. A

tariff review proposal has

been submitted to

Unmetered Billing

2.2

10

1.0 Increase in

Trade payables
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WASREB for

consideration to cater for

capital investnents

3.0

Afftrmative Action

on Gender,

Ethnicity and

Regional

distribution

1.1

lack of salary and

remuneration

commission

approval

The management has

severally sought approval

for SRC salary approvals
HRM

Not
Resolved

t.2

Long

Outstanding

Receivables

The surrendered Imprest

were issued to offrcers

who failed to account for

after completion of

various tasks. The

management has written

letters to the concemed

officers who exited from

the company and follow-

up through calls to ensure

that they surrender their

Imprest. all Imprest have

been surrendered

Commercial
Manager

Not
Resolved

2.0 Lack of Not
Resolved

ICTThe management gas

7l

The management

committed to ensure that

any new recruit that will

be undertaken considers

ethnic balance

HRM
Not
Resolved
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tive Officer

Developed an IT policy

document for nse

The management has

always written to the

eservice provider

whenever the system

support is needed.

Therefore, there is no case

of unauthorized access in

the billing system

nfo

Iecl

'olir

rm

ln0

cy

logy

tion

Invr
Mar

Procurement
Officer

Resoived

The management have put

in place plan to dispose

obsolete items in stores. A

disposal policy is being

develop

The company had a

Disposal plan in place

3.0
)nt
lag

Dry

;ement

l2

72
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Appendix 11: projects implemented by the Company

During the year under review the company was funded by Water Sector Trust Fund to construct a

decentralised treatment facility which was compieted during the quarter'

Project

title

Project No donor Period

duration

Donor

commitment

Separate

donor

reporting

required as per

the donor

agteement

Consolidated these

financial

statements

Mitunguu

water

Project

1 Water Sector

Trust Fund

I Year yes yest8,279,870

WSTF1 1,389,05018,279,87090%11,389,050t8,279,870
1 Mitunguu

water

project

2

J

t)
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Appendix III: Inter-Entity transfers
Imetha water and sanitation company

P.O Box 487-60200, Mobile 0757 227 ll5 .

Meru

The IMETTIA water ald sanitation company wishes to confirm the amounts disbursed to you as at 30ft June 2023 as indicated in the table below.

P1ease compare the amounts disbursed to you with the amounts you received and populate column E in the table below. Please sign and stamp this

request in the space provided and retum it to us.

Differences
(Kshs)

(F){D-E)

Head of Accountants department of beneficiary entity:

Reference
Number

Date
Disbtused

Development (B) Inter-
Ministerial

(c)

Total
(D):(A+B+C)

Amount Received
by [beneficiary

entityl
(Kshs) as aI306

June 20xx
(E)

Total

Namc CPA Winfred Mukiri. Si

74

I

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

Recurrent (A)
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Appendix fV: RePorting of climate relevant expenditure

a\
{t

75

t

5
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Comments

Column I Column II Column
III

Column IV Column V Column
VI

Programme Sub-
programme

Disaster
Type

Category of disaster related Activity that require
expenditure reporting
(response/recovery/mitigation/preparedness)

Amount
(Kshs.)

76

a-

V: Disaster

Column VII
i

Expenditure
item
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Appendix VI: Recording of Transfers from Other Government Entities

Recurrentdepartrnent of Water
Ministry/CountY

DevelopmentDepartm ent of water
Ministry/CountY

Donor FundUSAID

Direct Payment

name of
Development
partner/CountY

deparfrnent etc.

Total

Ir1

77

I

ii:


