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l. Acronyms and GlossarY of Terms

provide Acronyms cmd glossctry of terms that appear in this annual reporl and financial statements

ICPAK

11,'RS

MD

PFM

PSASB

WASREB

Institute of Certified Public Accountants of Kenya

Internalional Financial Reporting Standards

Managing Director

Public Financial Management

Public Sector Accounting Standards Board

Ll/ater Services Regulatory Board
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l'ln ty I nlirrrnation

nd information

I4/ater company Ltd (YAI,[/ASCO) was established by the Act of Parliament CAP 387, on

7, 006. At County level, the Company is represented by the County Executive Member

ip Activitics

n ipal activity of the Company is to provide quality water services within Matuu town and its

respo S le for water and sanitation, who together with the board of Directors are responsible for the

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

its he d ffice located at Matuu, Yatta Sr.rb County

Princ
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ctors who served the entity during the yearlperiod were as follows:

, Albanus Muthama - Chairman - Appointed on October 2021

. Augustus Mboya -Managing Director -Appointed on 1" July 2016

Stephen Mbondo - Member - Appointed on October 2016

Julius Kisilu -Member -Appointed on October 2021

orld class provider for reliable, sustainable and affordable water and sewerage services

ston:

pro

V/A CO area ofjurisdiction in an efficient and environmentally friendly manner

de sufficient, quality affordable and sustainable water and sewerage services within

to

IvI

2.M
3

4

5

6

7

8

9

I{argaret Mwamisi -Member

Antonillar Wambua -Member

s Beth Kioko

Stephen Ndwiki

Joseph Muli

-Appointed on October 2021

-Appointed on October 2021

-Appointed on October 2021

-Appointed on October 2021

- Left on February 2022

-Member

-Member

-Member
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Company Secretary

Mulekyo &MulekYo Co.Advocates

P.O. Box 73554

Nairobi, Kenya

Registered Office
Matuu town

Along Katangi/kombe Rd. Off Garissa Road

P.O. Box 185-90119

Matuu, KENYA

Corporate Headquarters
Tanathi Water Services Board

Private bag

Kitui, KENYA

Corporate Contacts

Telephone: 020-2357 -535

E-mail : yattawaco@Yahoo.com

Corporate Bankers
Equity Bank Limited
Matuu Branch

P.O Box 58-901l9
Matuu, Kenya

Independent Auditor
Auditor General

The Office of the Auditor General

Anniversary'fowers, University Way

P.O. Box 30084 GPO 00100

Nairobi, Kenya

Principal Legal Advisers
The Attorney General

State Law Office, Harambee Avenue

P.O. Box 401l2
IV
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3. 'l'he Board of Directors

Age: 56 years

Profession/Academic qualifi cations

. Degree in Engineering from Kenyatta

university

Work experience
. Businessman

Position Held

Chairman of the Board

Executive Director

Age: 35 years

Profession/Academic qualifications
. Master of Arts in Economics

. Bachelor of Economics and Finance

. CPA(K)

Work experience
. Internship KCB Machakos
r Internship-Kitui water and sanitation

. ManagingDirector-YAWASCO

Managing Director/Secretary to the Board
Position Held

Augustus Mboya

Age: 64 years

Profession/Academic qualilications
. Degree in Public Administration from

University of Nairobi
Work Experience

. Fontter Clerk at Machakos Municipal
Counc il

. Farmer and Businessman

Position Held
-Chairman -Finance and Administration
Committee
-Member-Technical and project committee

Executive Member
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t

An p

D.O.B: 54 years
Profession/Academic qualifi cations:

. Degree in bachelor of commerce
Work Experience

. Businessman

. f.arrtter

Position Held
-Chairman-Audit and Risk assessment committee
-Member-Technical and Project committee

Ereculive Mcntbcr

Age: 66 years
Profession/Academic q ualifi cations :

o Diploma in Education
Work Experience

o Retired teacher
. Businesswontan

Position Held
r Member-Finance andAdministration

committee
Member-Technical and Project committee

Executiye Member

Age: 55 years
Profession/Academic q ualifi cations:

o Diplonra in Education

Work Experience
. Retired Cabin Crew at JKIA
r Farmer

Position Held
r Chairman-Technical and Project

committee
Member-Finance and Administration Committee

Exacutive Mamber
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Age: 56 years

Profession/Academic qualifi cations:

Diploma in Education
Work Experience

o Retired teacher
. Businesswoman
a

Position held
Member-Technical and Project committee

Member-Audit and Risk assessment committee

Executive Member

Antonillar ll/ambua

Age:57 Years
Piofession/Academic qualifi cations :

o Water Engineer from the University of
Nairobi

Work Experience
i Water Engineer at Machakos County

Government

Executive Director

Age: 50years

Profession/Academic qualifications:

o Degree in Business Leadership from Scott

Christian UniversitY
Work Experience

. Former MCA, Ndithini Ward
o Businessman

Position Held
Member-Technical and Project Committee

Member-Audit and Risk assessment committee

Executive Member
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Antony mulekyo
ProfessionaUAcademic qualifi cation

o LLB
. Diploma in law KSL
. Member ICPSK

Position Held
o Company Secretary

lx



Yrtta ater Services ComPanY Ltd
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1.K 1l ll emcnt Team

Position- Managing Director

Profession/Academic qualifi cations:

o Master of Arts in Economics

o Rachelor of Economics and Finance

. CPA(K)

Position- Commercial Manager

Profession/Academic qualifi cation :

. tiegree in Business Management (Procurement

Option

Profession/Academic qualifi cation:

. Diploma in Water Engineering

Peninah

Position-Accountant

Profession/Academic qualifi cation:

. Degree in Bachelor of Commerce (Finance

Option)
. CPA(K)
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Position-Technical manager
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Professional/Achdemib qualifi cation
o LLB
. Diplon.ra in law KSL
o Member ICPSK

Position Held
o Company Secretary

Mulekyo & MulekYo Co Advocates
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rman's Stateme nt

lf of the Board of the Directors. it is with great honour I present to you an overview of the
report and financial statenlents ofthe company fbr the year ended 3Oth June 2023.The strong
ion that we have laid over tinre embracing our

tum fbr secure tuture

teh industry the cost of electricity which is the nlost common input has been high. During
we also f-aced power disconnection resulting to reduced revenue.We experience shortage of
dihg the company to purchase. The cost of chemicals went slightly lower because of
received from the county government and the water levels not consistent through the period
expef ienced some shortages.

overview: The performance during the period was average compared to the previous year
ormance is mainly attributed to the high loss of water hence un-accounted for water (UFW).
ue to dilapidation of the water Iines which have becn ir.r use since when the conlpany started
s' We submitted an application to Trust tund tbr the rehabilitation of the Ikombe water

for support in the promotion of water connection at Ikombe and its environs. we also have
ATUU last mile connectivity which is ongoing ancl is believed after its completion. it will
our customer base hence increased revcnue.

pany revenue base slightly improved during the year. The water pump in use has small
capacity and our customer base is increasing hence all the customers cant access to our
However, this is expected to rise in next years by connecting new customers, attending to
bursts a,d removing of illegal connections and acquiring a new water pump witl.r a bigger

due to itrcrease of our customer base. For the corporate responsibility the company is more
siness that has served the cot.trmunity since 2007.Our policy brings together the ways in

e conlpany ensures. at corporate level. that its activities are carried out ethnically. sustainably
e public benefit

he period. the conlpany was itrvolvecl in a nunrber ol initiative-s rvhich have benefited the
ng conrmunity' The initiatives are in line with the right to water and sanitation as enshrined
r 4(41&43) Kenya Constitution-The Bill of Rights. our initiatives are tbcussed o1 the
ent good business and ethical labour practices. The conlpany is committed to being a good
and contributes positively to the creation of employment in the country and Machakos

As an ernployer the company is comntitted to ensurirlg that all the emplol,ees are fully

ed by robust governance structure contrnue t

vision to be leading water utility in Kenya,

o drive growth in YAWASCO, providing

\II
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supported in their work, have a decent working environment, are fairly rewarded and maintain a good

work-life balance

The company has in place two retirement benefits schemes (NSSF and Lup-fund) for its staff which

will provide earning during the retirement period. In addition, the company has a medical cover

G\fHIF) for its staff. The company also has work injury policy (WIBA) for its employees' The

company also carries out employee's satisfaction survey every year with a view of improving the

conditions and working environment of its employees and keep in touch with emerging employee

issues

To the customers who are the pillar of the company's existence great concem is put to ensure their

satisfaction. Annually the company conducts a customer satisfaction survey to ascertain whether the

efforts put by the company are felt by the customers and issues raised are addressed properly' The

company also in an effort to improve service delivery to customers hold meeting wiJh water Action

Groups, a team appointed by the regulator, wASREB to voice the complains to customers' The

company recognizes environmental sustainability as the greatest challenge of the 2lst century and

commits to ensuring that all of its major strategies and operations consider their environmental and

ecological aspects and imPacts

Finally, the future of YAWASCO looks brighter. The company has positioned itself to expand water

coverage to underserved arrears and prepared to stretch water production to maximum capacity of

existing facilities.l would like to appreciate all our stakeholders, and more so the County Government

of Machakos and Development partners for the solid commitment and support during the year ended

on 30th June 2023.To our esteemed customer thank you for your loyalty and support.it is through the

hard work and dedicated effort of the Board of the Director and Management that we are now able to

celebrate together our achievement for 202212023 financial year. Therefore, the Management and the

staff of YAWASCO, let us practice our core values of customer focus, professionalism, teamwork'

integrity, innovation and creativity to the delight of our customers so as to make a difference in our

country. We hope for continued cooperation from all stakeholders in the coming year'

Thank you and May God bless You all.

CIIAIITMAN [. 4 Ib.^.*'
.F

xll I
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(r.l{c rt of the Managing Director

Thge as slight improvement during the year despite the many challenges here and there but majorly

thc nt challenge was inadequate rainfall and massive power disconnection. The Conrpany relies on

thc Y a Water Canal as its main source of water and during the rnonth of February and March the

canal and the earth danl dried completely. Also unpaid electricity expenses led to power

disco ection leading the company to pump water using the generator hence high cost ol fuel

Secon ty, lhere were also cases of water pipes being destroyed especially when roads are being

repar which made our repair costs to rise hence wastage of water raisir.rg our Non-Revenue Water

Allhough repairs has been done, the company has problems with the water systems as they

lre old and dilapidated leading to massive leakages There was also an issue olde-silting of our intake

rr hich as lcausing low flow of water to the canal. We also have experienced theft and vandalism of
chain inks and concrete blocks arouud our earth dam by the surlounding conrrrrunity due to

d sale ol- scrap n.retals

Wc ha

lailure

In lirtu

like dri

of our customers to pay on timely basis hence slowing down our operations and some

are adamant ,hostile and arrogant to our nteter reader team

We ha a project funded by the National government and AFDB which intends to collect water lrom

the so e (Thika river) which assures us of yearly supply of water to our custonlers without

\\'orry l g of drought. This will ensure we continue supplying clean and treated water and increase

water c verage hence increased sales

we also intend to expound oltr water harvesting activities and have nlore sources of water

ycar to

huge outstanding debts which have proved futile fbr the company to collect. This due to

r NG D r rrEC'ro rr....h5m-Z.lsr.i V SIGN:....

ing of boreholes and constructing lllore earth dams. We plan to clean the canal intake once a

solve the issue of de-silting. we plan to have regular inspection of our pipes to curb

ullllece ary spillage. We are also under the approval of the board going to involve the services of a

rlcbt co ector to be able to collect outstandinu debts

xlv
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T.Statement Of Performance Against Predetermined Objectives for FY 2022/2023

Yatta Water Services Company Limited (YAWASCO) has 4 strategic pillars and objectives within its

Strategic Plan for the FY 2018/2019 - 202212023. These strategic pillars are as follows:
Pillar l: Increase revenue
Pillar 2: Increase customer satisfaction
Pillar 3: Management of non-revenue water
Pillar 4: Enhance institutional capacity

YAWASCO develops its annual work plans based on the above 4 pillars. Assessment of the Board's
performance against its annual work plan is done on a quarterly basis. The company achieved its
performance targets set for the FY 202212023 period for its 4 strategic pillars, as indicated in the'
diagram below:

Increased Water
sales

Impiovement
in collectibn
ettlclency

To
increase
our sales

Timely collection of
revenue and billing of
customers

Increased water custorners

Increased water production

Pillar l:
Increase
revenue

Good
customer
relations

Good customer
care service
Implement an

effective
feedback
mechanism for
customers
Enhance
collaborations
between
customers and
stakeholders

Pillar 2:
Increase
customer
satisfaction

Good
customer
relations

Less customer complaints
and positive feedback
Prompt handling of
customer issues

Increased customer/
stakeholder participation

Implementation
of GIS
Use of

technology-
based meters

Continuous
maintenance of
water
infrastructure

- Current at
35%- 

Reduced NRW

- Block maps

- 
Reduction in response time
to bursts
Increased stakeholder
involvement in management
of NRW

- 
Reduced water bursts and
leakages

- 
Effective NRW unit

Pillar 3:

Management
ofNon-
Revenue
Water (IIIRW)

To reduce
NRW

XV

Stratcgic
l'il la r

Objective l Kev l'erfrtrntrrtce Itttlic:ttors Aclr ic,vcur crr tsActivitics
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To attract
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qualified
staff
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funding to
YAWASCO

- Job Evaluation
being done

Collection
efficiency is
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water
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High productivity
Improved
performance

Increased staff
motivation and
prodLrctivity

Timely collection of
revenue

Adequate financial
planning

Stafl. customer
and community
sensitization
Strengthen

NRW unit to
enhance
enforcement
Benchmarking
with industry
standards

Ensure optimal
staff
complement
Enhance staff
training
Perfbrmance
nlanagentent
and reward

Improve
revenue
collection
efficiency
Enhance
effective and
efficient
financial
managentent
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8. Corporate Governance Statement

Yatta water Services company Limited (YAWASCO) Board is committed to the values and

principles of good corporate governance. Good corporate govemance requires that the Board of

Directors must govem the Company with integrity and enterprise in a manner which entrenches and

enhances the mandate it has under section 77-83 of the Water Act 2016 to operate. This embraces the

Company's interaction with customers, Machakos County Government, National Government' Water

Services Regulatory Board, Water Resources Management Authority and other stakeholders'

The Board retains effective control aimed at promoting and protecting stakeholder interests/value and

overseeing the Company objectives are met by delegating its authority to the Managing Director who

oversees the business operations ofthe Company on a daily basis'

The Directors and Management of YAWASCO regard corporate governance as vital Jo the successes

of the company and are committed to ensuring that good corporate govemance is practiced so that

yAwASCo remains a sustainable and viable institution for providing water services in Yatta Sub-

County.

As a public Service organization, yAwASCo decisions are guided by the core tenets prescribed in

the Public Officers Ethics Act and internal codes of conduct' We continually strive to strengthen and

sustain the trust that the government, the water sector and the public have placed on us'

The company has held board meetings in every quarter of the year which have been well attended by

the members. During this financial year there were two board meetings and five committee meetings'

The company has a succession plan mechanism in place and is well stipulated in the appointment

letters of the Board of Directors. The board remuneration is well stipulated in their appointment

letters from the appointing authority. There is no conflict of interest in the existing board members'

xvl I
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gonrent l)iscussion and Analysis

ervices Company Limited (YAWASCO) is a limited liability company which was

line with refbrms in the water sector as enshrined in the Water Act 2016. The

wned fully by Machakos County Government and is mandated to provide water

Yatta Sub-County in Machakos County.

ormance

's perfornrance slightly improved during the year ended tiom a loss before tax of Kshs.

loss before tax of Kshs. 1,196,799

irrcreased from Kshs. 22,154,723 to Kshs. 27,952,272 during the financial year

senting a rise of 26oh. The operating expenses for the year ended was KShs

2t 12022 - Kshs.3 8,5 85.282).

has been an involvement of a debt collector. the collection of trade receivables has

t a result of adamant customers and during the year ended trade receivables increased

,987 from KShs 19.569,865 in the prior year

ENUE VS EXPENSES ANALYSIS FOR THE IAST 3 YEARS-

QO2A-2021.,2021-2022 and 2022-2023 |

1y2020-2021 1y2021-2O22

I revenue I grants ! operating expenses

1y2022-2O23

II)C

Co

S

I"in

't'h

55

The

20 )

29.
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20,0

10,0
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OPERATING REVENUE fY 2022'2023

r metering r canal billing r kiosk sales " bowser r dtf r new connections

Expenses fy 2022-2023

r staff costs r 6en and operating expesnses r Board expenses " Maintenance expenses

xlx
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ta ce rvith Statutory Requirements

Y SCO has strivcd to meet its statutory obligations. These include providing regular operational

IUt cial reports, ntonitoring and evaluation reports and regulatory fee submission to the Water

Se s Regrrlator Board (WASREB). YAWASCO also reports to the Water Resource Management

Au rity (WAItMA) and pays abstraction fees. YAWASCO also reports to the County Government

ol' hakos (thc ouncr)

Y SCo also pays taxes regularly to KRA including VAT,PAYE .AFFORDABLE HouslNG
AND NITA FEE and also pays other statutory bodies including NHIF and NSSF not

lir ing pension service providers as directed by employees.

mpany has also continuously met its flnancial obligations as and when they lall due.

mpany is r-rsing an expired tariff which was gazetted in November 2010 and has since expired

'lh

l 0

h

LE

lh

I\4

lh

2

risks fhcing the conrpany includes

Lack ofconstant water supply contributed by poor and inadequate rains. The current water

supply from the Yatta Canal and the earth dam cannot meet tl.re demand fiom the customer

The Compatry is currently operating using the rural tarifL We supply water to rural and peri

urban area hence reduced revenue.

UFW (Unaccounted for Water) commonly known as Non-Revenue Water (NRW)

currently stands at 35%o. However, upgrade of water main lines and reduced response time

to pipe bursts will bring it down to industry standards of 25o/o.

Huge power expenses leading to power disconnections every now and then leading to loss

of revenue.

ompany is putting in place the right mechanisms to counter the challenges it's facing at the

t'n t and in tlrc firrcsccablc lirlure

xx
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I 0.Environmental and Sustainabilify Reporting

r/ Sustainability strategy and profile

The Company ensures increased service provision as the population increases. In addition, the

Company has an on-going water project which will increase water productivity thus increasing
supply as demand arises due to population increase.

There is also a treatment works component which will supplement the current treatment works to
ensure sustainability of the water infrastructure.
The company also intends to be up to date with technological changes and change old distribution-
lines with new pipelines which will also ensure sustainability.

iv) Market place practices-

The organisation should outline its efforts to:.
The Company ensures high levels of water quality supplied by conducting monthly water quality
tests to ensure consumers are supplied with clean water to safeguard their health.

The management ensures there is prompt communication to our consumers whenever there are

disruptions in our servicas.

a) Responsiblecompetitionpractice.

YAWASCO is a com:ption free zone and has cultivated a culture of integrity within its employee

cornplement. Those willing to sell water are given licences and authorization as per requirement by

WASREB.

xxl

ii) Environmentalperformance

The Company currently has a Decentralized Treatment Facility (DTF) for waste, whose design dees

not contribute to pollution of the environment and has no smell thus ensuring that the environment is
clean.

iil Employee welfare

YAWASCO enforces equal employment to all irrespective of race, gender, tribe, religion etc.

Therefore, transparency in recruitment and selection process is key, we ensure that the recruitment
processes are competitive and that affirmative action in respect to gender ratio is observed.

Our recruitment policies are always reviewed to ensure relevance and compliance with the

employment laws.
The management also provides flexible working hours to employees who wish to study part time to
upgrade their skills, in addition, the Company supports employees in various trainings to sharpen

employee skills. The Company ensures employees' salaries are commensurate to skills,
qualifications, experience and performance.
YAWASCO cares about the health, safety and well-being of its employees, therefore ensuring

compliance with Occupation, Safety and Health Act (OSHA) and Work Injuries Benefits Act
(wrBA).
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b Responsible Supply chain and supplier relations

YA CO ensures there is prompt communication to our suppliers whenever there are challenges

go c yments

) Responsible marketing and :rdvertisement

O uses local stations to ai water issues to our customers

YAW
to pro

We plan to create a website and

faceb page in the future so that we can reach more people

Product stewardship

The C pany ensures high levels of water quality supplied by conducting monthly water quality

tests t e ure consumers are supplied with clean water to safeguard their health

e) Corporate Social Responsibility

O hdvocates for community wellbeing. Therefore, the Company has been in the forefront
free clean and adequate water to the community through the kiosk outlets managed by the

dco ltlnrunity tanks
We al upply water treatment chemicals to secondary schools within Matuu town upon request

comm n in Masewani, Kivandini, Kasarani, Kwa Usdu and Sofia areas and children homes within
Matu
When there are outbreaks like cholera, the company supplies free water through water bowzer to
school

xxn
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ll.Report Of the Directors

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

June 30, 2023 which show the state ofthe company's affairs'

i) Principalactivities

The principal activity of the Company is provision of quality water services and in an affordable

manner to residents to Yatta Sub-County and its environs

iD Results

The results of the company for the year ended June 30, 2023 ate set out on page 1' Below is summary

of the profit or loss made during the year.

Loss for the ycar

iii) Dividends

The company has not declared dividends for the year ended June 30 2023,as per the Company's

Articles of Association which states that all profits made shall be ploughed back to the company for

provision of water services.

iv) Directors

The members of the Board of Directors who served during the year are shown on page V to VII In

accordance with the company's Articles of Association'

v)Auditors
The Auditor General is responsible for the statutory audit of the Company in accordance with Article

219 ot'the Constitution ol'Keny'.a and the Public Audit Act 2015'

By Order of the Board

20221202.3

Kshs

1J95J99

202u2022

Kshs

5531,97

Nrtme
Company
Date:

Secrctary/Secretary to the Board

xxlll
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tat

on gf the Public Finance Management Act,2012 and companies Act 2015 require the

flrepare financial statements in respect of that Yatta Water Services Company, which

t2. s e ent Of Directors' Rcsponsibilities

positiofr
l

Comp{n

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

reportln

Directors

glve a and fair view of the state of affairs of the Company at the end of the financial year and the

operatihg results of the Company for that year. The Directors are also required to ensure that the

keeps proper accounting records which disclose with reasonable accuracy the financial
Conr pan

The P tors arc responsible for the preparation and presentation of the company financial

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

of the fi n"fd ly"u. ended on June 30, 2023. This responsibility includes: (i)Maintaining adequate

financi management arrangements and ensuring that these continue to be effective throughout the

period;(ii)maintaining proper accounting records, which disclose with reasonable accuracy

at any t e the financial position of the entity; (iii)Designing, implementing and maintaining intemal

levant to the preparation and fair presentation of the financial statements, and ensuring that
controls

they are free from material misstatements, whether due to error or fraud; (iv)Safeguarding the assets

of the oo[p*y, (v)selecting and applying appropriate accounting policies; and (vi)Making

accoull ng estimates that are reasonable in the circumstances

l

The Di ctors responsibility for the Company financial statements, which have been prepared using

approp te accounting policies supported by reasonable and prudent judgements and estimates, in

ty with Intemational Financial Reporting Standards (IFRS), and in the manner required by the

,2012,waler act2016 and companies Act 2015

conf$

PFN,

xxlv
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Statement Of I)irectors' ResPons ibilities (Continued)

The Directors are of the opinion that the Con.rpany's financial statements give a true and fair view of

the state of Company's transactions during the financial year ended June 30' 2023' and of the

Company,s financial position as at that date. The Directors further confirm the completeness of the

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

company financial statements as well as tl.re adequacy of the systems of internal financial control'

Nothing has come to the attention of the Directors to indicate that the Company will not remain a golng

concern for at least the next twelve months from the date of this statement.

Approval of thc financial statements

The company financial statements were approved by the Board on

signed on its behalfby:

)t I

#y.**..tYl.k

1 2023 and

fu .rr.tnan. r. . . . .1. l.u s.
IName l-. De*

Chairper(on of the Board

Name 4"L
Managing Oi.Etor

n6.{....

xxv
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REMRT OF THE AUDITOR.GENERAL ON YATTA WATER SERVICES COMPANY
r-rilrfieo FoR THE vEAR ENDED 30 JUNE, 2023

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

ffeport on the Financial Statements that considers whether the financial statements
fre fairly presented in accordance with the applicable financial reporting framework,

fccounting standards and the relevant laws and regulations that have a direct effect
rbn the financial statements.

fleport on Lawfulness and Effectiveness in Use of Public Resources which
(onsiders compliance with applicable laws, regulations, policies, gazette notices,
(irculars, guidelines and manuals and whether public resources are applied in a
f,rudent, efficient, economic, transparent and accountable manner to ensure that the

$overnment achieves value for money and that such funds are applied for the
iirtended purpose.

C. i (eport on the Effectiveness of lnternal Controls, Risk Management and Governance

I v{hich considers how the entity has instituted checks and balances to guide internal

I ferations. This responds to the effectiveness of the governance structure, risk
I nfanagement environment and internal controls, developed and implemented by
I t$ose charged with governance for orderly, efficient and effective operations of the
lefrtity.

An rln{nodified opinion does not necessarily mean that an entity has complied with all
reterfa{t laws and regulations and that its internal controls, risk management and
gov(rrfne systems are properly designed and were working effectively in the financial
yearlufider review.

The ltfiree parts of the report are aimed at addressing the statutory roles and
respfn$iOitities of the Auditor-General as provided by Article 229 of the Constitution, the
Publfc f inance Managemenl Act,2012 and the Public Audit Act, 2015. The three parts of
the rlpprt when read together constitute the report of the Auditor-General.

tt
REPb*T ON THE FINANCIAL STATEMENTS

Quallfihd Oplniontt
I havf {udited the accompanying financial statements of Yatta Water Services Company
Limitldlset out on pages 1 to 83, which comprise of the statement of financial position as

Reportpllhe Auditor-General on Yatta ll/oter Services Company Limitedfor the year ended 30 June, 2023

t

REPUBLIC OF KENYA

OFFICE OF THE AUDITOR-GENERAL

Enhu nc i rrg .4 c'c rs u nl uh i I it.r'
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o
)at 30 June, 2023 and the statement of profit or loss and other comprehensive income,

statement of changes in equity, statement of cash flows and statement of comparisor, of
budget and actual amounts for the year then ended, and a summary of significant
accounting policies and other explanatory information in accordance with the provisions
of Article 229 of the Constitution of Kenya and Section 35 of the Public Audit Act, 2015.1
have obtained all the information and explanations, which, to the best of my knowledge
and belief, were necessary for the purpose of the audit.

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 Yatta Water Services Company Limited as at
30 June, 2023 and of its financial performance and its cash flows for the year then ended,
in accordance with lnternational Financial Reporting Standards (IFRS) and comply with
the Water Act, 2016, the County Governments Act, 2012, the Companies Act, 2015 and
the Public Financial Managemenl Acl,2012.

1. Anomaties in the Customers Deposits Balance

The statement of financial position reflects refundable depcsits and prepayments balance
of Kshs.4,146,588 which, as disclosed in Note 43 to the financial statements, includes
customer deposits of Kshs.4,021,588 refundable on demand for customers terminating
their service contracts with the Company. However, the balance was unsupported by way
of detailed analysis of customers for which the deposits belonged to. Further, the
corresponding deposit bank account had a balance of Kshs.489 indicative of a likely
unauthorized utilization of Kshs.4,021,099 for company operations.

ln the circumstances, the accuracy and completeness of the customers deposits balance
of Kshs.4,021,588 could not be confirmed.

2. Failure to Disclose Material Uncertainty in Relation to Going Concern

ln the circumstances, the Company's sustainability is dependent on continued support by
the County Government of Machakos, creditors and other stakeholders.

Report ofthe Auditor-Cenerol on Yotta lloter Sert'ices Company Limitedfor the year ended 30 June, 2023
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Basis for Qualified Opinion

The statement of profit or loss and other comprehensive income reflects loss before
taxation of Kshs.1,196,799 (202112022-Kshs.5,531,327). Further, the statement of
financial position reflects total current liabilities of Kshs.41 ,414,526 which exceeded
current assets of Kshs.30,720,939 by Kshs.10,693,587 signifying that the Company is
technically insolvent. ln addition, the statement of financial position reflects increase in
trade and other payables of Kshs.8,135,304 from the previous year's balance
Kshs.28,536,184 to Kshs.36,671,488 which indicates inability by the Company to settle
its obligations as and when they fall due. However, Management did not make specific
disclosures in the financial statements on uncertainty relating to going concern.



Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects final revenue budget
and Tctual on comparable basis of Kshs.31,560,000 and Kshs.28,270,924 respectively
resulting to an under-performance of Kshs.3,289,076 or 10o/o of the budget.

ln thQ circumstances, the underperformance affected the planned activities and may have
impabted negatively on service delivery to the residents of Matuu.

My opinion is not modified in respect of this matter

Key Audit Matters

Other Mafter

Unresolved Prior Year Matters

ln the previous year's audit report, several issues were raised under the Report on
Lawfulness and Effectiveness in Use of Public Resources and Report on Effectiveness
of lnternal Controls, Risk Management and Governance which have remained unresolved
as at 30 June, 2023.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
REEOURCES

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 Lawfulness
and Effectiveness in Use of Public Resources section of my report, I confirm that, nothing
else has come to my attention to cause me to believe that public resources have not been
applied lawfully and in an effective way.

felort 
oI the Auditor-General on Yatla ll/oter Services Comparry Limited for the year ended 30 June, 2023

ll r

( The audit was conducted in accordance with the lnternational Standards for Supreme
Audit lnstitutions (lSSAls). I am independent of the Yatta Water Services Company
Limited Management in accordance with ISSAI 130 on the Code of Ethics. I have fulfilled
other ethical responsibilities in accordance with the ISSAI and in accordance with other
ethical requirements applicable to performing audits of financial statements in Kenya. I

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

Emphasis of Matter

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



1. Failure to File Annual Returns

Review of the Company's records revealed that it was incorporated in 2006 and operates
as an entity of Machakos County pursuant to Section 78 of the Water Act, 2016. However,
Management did not provide evidence of filing annual returns as provided for by Section
705(1) of the Companies Act, 2015 which states that every company shall submit to the
Registrar successive annual returns each of which is made up to a date not later than the
date that is from time to time the company's return date. No satisfactory explanation was
provided by Management for the failure to file annual returns.

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

2. Excessive Non-Revenue Water (NRW)

The statement of profit or loss and other comprehensive income reflects operatrng
revenue of Kshs.27,952,272 which includes water sales of Kshs.27,886,272 as disclosed
in Note 6 to the financial statements. Review of water production records revealed that
the Company produced 330,827m3 of water, out of which only 214,937m3 or 657o was
billed to the customers. The balance of 115,890m3 or approximately 35% of total
production represented Non-Revenue Water (NRW)valued at Kshs.15,015,685 which is
above the allowable loss of 25o/o as per the Water Service Regulatory Board guidelines.
No satisfactory explanation was provided for the high level of NRW and the measures
instituted to reverse the trend.

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

3. Use of an Outdated Water Sales Tariff

Review of the water tariff in use revealed that it was gazetted on 26 November, 2010 and
was to be used for the period from 1 November, 2010 to 30 June, 2012. There was,
however, no evidence for extension and the continued use of the expired water tariff that
may have been unrealistic.

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

4. lrregularities in the Procurement Process

Review of procurement records revealed instances of non-compliance with the Public
Procurement and Asset DisposalAct, 2015 as noted below.

i. The Company did not have an approved annual procurement plan detailing allthe
items and services to be procured during the year.

lt Management did not provide a list of prequalified suppliers for review.

There were no user requisitions provided for review and it was not possible to
confirm how procurements were initiated.

Report of the Auditor-Ceneral on Yatta ll/ater Services Company Limiledfor the year ended 30 June, 2023
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Basis for Conclusion )



t Records to confirm appointment of staff members to various procurement
committees by the Accounting Officer were not provided.

Professional opinions issued for procurements undertaken during the year were not
provided for review.

No evidence was provided to support issue of Local Purchase Orders (LPOs) to the
suppliers.

lnspection reports for goods and services supplied and copies of receipt vouchers
(S13) to confirm that purchased goods were taken on charge were not provided for
audit verification.

vt

vll

viii. There was no segregation of duties since the procurement unit had only one officer
and who was, incidentally, not qualified and who also acted as a billing clerk.

ix. Most procurements were done through cash purchases without use of competitive
procu rement processes.

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

5. Failure to Comply with the Ethnicity Diversity Rule

Review of the staff establishment revealed that there were twenty-eight (28) employees
out of whom, twenty-six (26) or 93% of the total workforce were from the dominant ethnic
cornmunity in the County. This is contrary to the provisions of Section 7(1) and (2) of
the National Cohesion and lntegration Act, 2008 which requires all public establishments
to seek to represent the diversity of the people of Kenya in the employment of staff, and
that no public establishment to have more than one third of its staff from the same ethnic
community.

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

6. Lack of an Approved Annual Procurement Plan

Management did not provide an approved annual procurement plan detailing all the items
and services to be procured by the Company. Thus, the company did not include a
procurement plan in its annual budget preparation process contrary to Regulation 40(1)
of the Public Procurement and Asset Disposal Regulations, 2020 which states that, a
procuring entity shall prepare a procurement plan for each financial year as part of the
annual budget preparation process.

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

The audit was conducted in accordance with the lnternational Standards for Supreme
Audit lnstitutions (lSSA|) 4000. The Standard requires that I comply with ethical
requirements and plan and perform the audit to obtain assurance about whether the
activities, financial transactions and information reflected in the financial statements
comply, in all material respects, with the authorities that govern them. I believe that the

R{polt of the Auditor-General on Yatta lYater Services Company Limited for the year ended 30 June, 2023
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audit evidence I have obtained is sufficient and appropriate to provide a basis for my
conclusion.

REPORT ON THE EFFECTIVENESS OF INTERNAL CONTROLS, RISK
MANAGEMENT AND GOVERNANCE

Conclusion

Basis for Conclusion

1. Lack of an Internal Audit Function

Review of the Company's operations revealed that the Company did not have an internal
audit function during the year. The performance of risk assessment, evaluation of
operational effectiveness, review of the internal controls and evaluation of performance
were therefore not undertaken.

ln the circumstances, the Company's operational efficiency and risk management
activities were not evaluated during the year.

2. Lack of a Disaster Recovery Plan

Management did not provide an approved disaster recovery plan/ business continuity
plan. ln the absence of a disaster recovery/business continuity plan, the Company lacks
a blueprint for mitigating against disasters and ensuring that its operations are not
disrupted in case of a disaster.

ln the circumstances, the Company lacks arrangements to ensure business processes
resume with minimal interruptions in the event of a disaster.

3. Failure to Bank Revenue from Water Sales

The statement of profit or loss and other comprehensive income reflects operating
revenue amount of Kshs.27,952,272, which includes water sales of Kshs.27,886 ,272 as
disclosed in Note 6 to the financial statements. The water sales include kiosk sales of
Kshs.823,455. Review of documents provided revealed that the kiosk water sales were
not banked but the same was utilized in the office as petty cash.

In the circumstances, the controls around cash management were weak and may expose
the Company to the risk of cash loss and misuse.

Report of the Auditor-Generol on Yatta llater Services Company Limitedfor the year ended 30 June, 2023
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As required by Section 7(1)(a) of the Public Audit Act, 2015, based on the audit
procedures performed, except for the matters described in the Basis for Conclusion on
Effectiveness of lnternal Controls, Risk Management and Governance section of my
report, I confirm that, nothing else has come to my attention to cause me to believe that
internal controls, risk management and overall governance were not effective.



The audit was conducted in accordance with the lnternational Standards for Supreme
Audit lnstitutions (lSSAls) 2315 and 2330. The Standards require that I plan and perform
the dudit to obtain assurance about whether effective processes and systems of internal
conttols, risk management and overall governance were operating effectively, in all
matorial respects. I believe that the audit evidence I have obtained is sufficient and
apprbpriate to provide a basis for my conclusion.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

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

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

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

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

Responsibilities of Management and the Board of Directors

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with lnternational Financial Reporting Standards (IFRS) and
for nraintaining 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
conEol, risk management and overall governance.

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

Management is also responsible for the submission of the financial statements to the
Audltor-General in accordance with the provisions of Section 47 of lhe Public Audit Act,
2015.

ln {dition to the responsibility for the preparation and presentation of the financial
s@tfments described above, Management is also responsible for ensuring that the
aOtitities, financial transactions and information reflected in the financial statements are
in Smpliance with the authorities which govern them and that public resources are
appfied in an effective way.

The Board of directors is responsible for overseeing the Company's financial reporting
prodess, reviewing the effectiveness of how Management monitors compliance with
relevant legislative and regulatory requirements, ensuring that effective processes and
sysbms are in place to address key roles and responsibilities in relation to governance

RlpdTt ofthe Auditor-General on Yattu llakr Services Company Limitedfor the year ended 30 June, 2023
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and risk management and ensuring the adequacy and effectiveness of the control
environment.

Auditor-General's Responsibi lities for the Audit

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

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

Further, in planning and performing the audit of the financial statements and audit of
compliance, I consider internal control in order to give an assurance on the effectiveness
of internal controls, risk management and governance processes and systems in
accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 201 5 and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of
the internal control would not necessarily disclose all matters in the internal control that
might be material weaknesses under the lSSAls. A material weakness is a condition in
which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements caused by error or fraud in
amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions.

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

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

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

a
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asis for my opinion. The risk of not detecting a material misstatement resulting from
aud is higher than for one resulting from error, as fraud may involve collusion,
rgery, intentional omissions, misrepresentations, or the override of internal control

valuate the appropriateness of accounting policies used and the reasonableness of
counting estimates and related disclosures made by Management

nclude on the appropriateness of Management's use of the applicable basis of
a unting and, based on the audit evidence obtained, whether a material uncertainty

ists related to events or conditions that may cast significant doubt on the Company's
ility to continue as a going concern. lf I conclude that a material uncertainty exisls,
m required to draw attention in the auditor's report to the related disclosures in the

U

I

fi ncial statements or, if such disclosures are inadequate, to modify my opinion. My
nclusions are based on lhe audit evidence obtained up to the date of my audit
port. However, future events or conditions may cause the Company to cease to

tinue as a going concern or to sustain its services

a

a

F luate the overall presenlation, structure and content of the financial statements,
luding the disclosures and whether the financial statements represent the
dedying transactions and events in a manner that achieves fair presentation

ain sufficient appropriate audit evidence regarding the financial information and
siness activities of the Company to express an opinion on the financial statements

C

Pa rform such other procedures as I consider necessary in the circumstances

lc unicate with tt/lanagement regarding, among other matters, the planned scope and
tim of the audit and significant audit findings, including any significant deficiencies in

I control that are identified during the audit.

provide Management with a statement that I have complied with relevant ethical
ments regarding independence and to communicate with them all relationships
er matters that may reasonably be thought to bear on my independence and

applicable, related safeguards

OR-G NERAL
, CBS

Nairo

16 Ap 1,2024
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Yatt ater Services Company l.td
Annu c ort and Financial Statements lbr the year ended June 30, 2023

Assets

Non-cr I rl ent assets

Proper v lant and equipn.rent 20 2,931,717 5,319,433
Intangi I assets 2t
Investn I c T t property 22
Right- r f use assets 23

Biologi a assets 24

tC :est investments 25

nI .estments 26

Unquot
Quoted

Fixed i

d nvestments 27
'f otal n, )n. cu rrcnt assets 2,,931,719 .5,319,433

Cu rrcn :ll cts

28 1,966,102 1,83 1.750
Trade d ceivable 29 28,725,987 19,s69,865
Tax rec \C ble 30

Short-te nt deposits 3l
Bank an Ci h balances )Z 28,850 5,434
'I'otal no in rrent:rsscts 30,720,939 21,,410,391

'l'otal r\s tc 26,726,049

liquitl, ar Id liabilitics

Capital a n ( Ilcscrvcs
Ordinary r h rre capital 33 100,000 100,000
Revaluatir I) lt reserve 34

Fair value a justment reserve 35

Retained e ilf tings7533216 36 (7,861 ,868) (6,665,069)
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Deferred t liabilitv 37
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39
provisions 40

)

I5, tement Of Financial Position As at 30 .f une 2023

202 r-2A3-7I Note 2022-2023

l(shs l(shs

Invcntorics

33,652,659

Lcase liability



Yatta Water Services Compnny Ltd.
Annu:rl Rcport :r nd lrin:rncial Statenrents lilr the year ended June 30, 2023

.11
I{etirement benefits
'l'otal non-current linbilitics

Current liabilities
137,32938Borrowings

39Lease liability
596,450596,45040Provisions

4lRetirement beneflt obligations
28,536,18436,671,488+,Trade and other payables
4,021,5884,1 46,58843Refundable deposits and Prepayments

44Deferred income
45Dividends payable
46Taxation

33,31 I ,55141,,414,,52(t'l'otirl current linbilities

26,726,48233,652,658Total cquity and linbilities

The financial statements were approved by the Board on

behalf by:

O'y'.rC..

2023 afi signed on its

rfui...Mh fl r4.r+lu M ,^^....A.lhonn{.r \t'
Nanrc

Mnnagin
,l-?
g Dlrector

M-Nome

Head of Finance

rcPAK MtNort.t:9.!{ )

Name

Chai rnliln 0f thc llolrd

J

'x4q I

2023-2023 2021-2033Notc
KshsKshs-+



Yatta Watcr Se rvices Companl, Lt<l
Annual Ilcport and Financial St
16. Statement Of Ch

atemcnts for thc lear cndcd .Iunc 30, 2023
anges in Equig, for thc ycar En<Ied 30 June 2023

As at July. 1,2022 100,000 (1,133,,742) (1,033,742)
New capital issued

Revaluation gain

Transfer of excess

depreciation on revaluation (-)

Deferred tax on excess
depreciation

Fair value adjustment on
quoted investments

Loss for the year
(5.531.327) (s.s31,327)

Capital/Development
grants received during the
year

Transfer of
depreciation/amortisation

from capital fund to
retained earnings

Dividends paid - prior year

Interim dividends paid -

a-a-
I UUUUUnir.rr rr utltE -tv, zvL1

Notes

I lcapital i

Ordinary
share Revaluatio

n rcsen e

Fair
.l'a lue
adjustme
nt rcserv'c

Capital/

i Developrne

nt liund

Retained
earnings

Proposed

dir.idends
Total

current vear

Proposed flnal dividends

(6,665,069) (6,565,069)

I

.l
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ter Services ComPanY Ltd
ep0rt ancl Financial Statements for the yeirr ended June 30, 2023

17. tement Of Cash lilorvs lbr'l'he Ycar ltndcd 30 Junc 202-1

Cash FI

Ilecei pt
t7 ,341,66218,290,573ti

s fronr Operating Activities

ReceiptsOperz
t0,899,232318,652Cranl sl orne

Finar lncorne

Oth ln
173,900r25,000r Deposits

ome

Custc ,lll (

28,414,79418,734,225R

Pay tetr

cipts

I 1,896,7338,636,648staff Cc
12,623,3677,206,9s2ral nd Operation ExpensesGene
r,849,600939, r00CNSCSBoarr IE
2,076,7651,748,800:el' nce ExpetrsesMain

ostsFinan ce

rd f Custonrer DepositsRefur
28,116,46518,53 I ,500'fotal P: nlcnts

(31,671)202,725las From/ (Used In) Ope rating ActivitiesNct (

l-l fronr I nvesting Activitics
(52,500)(42,000)ras Of Properly, Plant And Equiprnent (PPE)PLrrcl

From Disposal Of PPEProce ,ed

(-)Purcl tas Of Intangible Assets
(-)ras Of Investnrent ProPeftYPurct
( )Purct ras Of Quoted Investments

From Disposal of Quoted InvestmentsProct ed
(s2,500)(42,000)-il ( From/ (Used In) Investing ActivitiesNct (

FI rvs fronr I"inlncing Actif itics

ed From lssues of New Share CaPitalProcr
137,32935Fronr BorrowingsProct red
(sr,09r)(t37,329)35Repaylx nt Of Borrowings

)(AI1tDivi< len s Paid
(86,238)(137,,329)lat h From/(Used In) Financing ActivitiesNet (

2,06723,396Incrt (Decrease) In Cash and Cash Equivalents

3,3675,45,117A d Cash llq uivalents At lleginning Of Year

tS f Foreign Exchanges Rate FlrrctuationsE,ff-ec

5,.15d28,85017A nd Cash l)q uivalents At trnd of the Ycar

(t

202 J-2()2.1

Kshs

202 t -2022

Kshs
----_ t--

I

Nrrle

l'otal

47

Cash

S

Cash

Clsh

Cash

tl



Yatta Water Services Company Ltd
Annual Report and Financial Statements for the year cnded .lune 30,2023

18. Statement Of Comparison of Budget & Actual Amounts for'fhe Period Ended 30 June

2023

Kshs Ksh s Kshs Kshs o//oReven ue I(shs
30,060,000 30,060.000 27,952.272 (2,107,728) -7YoOperating Ilcvenuc

Non-Operating
Revenue

-79%Grants 1,500.000 r.500"000 318,652 (r,r81,348)
Finance Income
Other gains

31,560,000 28,270,921 (3,289,076) -t0%T'otal Revenuc 31,,560,000

E,xpenscs

12,294,630 12,423,484 r 28,854 lo/ostafT closts 12,294,630
1,90s,s40 905,100 ( 1,000,440) -52%Board Expensc-s 1,905,540

I 4,823,0 r 0 12,620,00s (2,203,00s) -17%General and operations
Expenses

14,823,01 0

2,536,820 l,089,000 (1447,820) -t33%Maintenancc 2,536,820

t00v;2,429,7t4 2,429,714
Depreciation irnd
amortization
Finance cost

-l7tt31,560,000 29,467,303 (2,092,697)T'otal Recurrent
Iixpenditure

31,560,000

0 (1,196,379)Profit/Loss 0

l0l),,1,42,000 .12000Capital Expenditure

3l ,560,000 29,467,303 3,702,561 ll,,l,Totll Expcnditure 31,560,000

l

I)
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e or the year ended decreasedby 7%o from a budgeted amount ofKShs 31,560,000

o

o of KShs 27,952,272 attributed to low water sales due to power disconnection

enue. The company also experienced drought during the months of February to

n

e

l'

March 20 erl ied Yatta Canal and the earth dam

During ar grant amount decreased from budgeted amount kshs 1,500,000 to ksh 318,652e

Staff cos

12,2s2,2

h in

te

at

creased by 0.1%o from the budgeted kshs 12,131,853 to an actual amount ofkshs

d to engaging casual workers during repair works, unpaid salaries and dues

utory deductions were also remitted during the year.

n u

during

General

12,620,0 ttn

but op

tion expense decreased by l7%from the budgeted kshs 14,823,010 to actual ksh

ted to reduced canal maintenance during the year, reduced numerous canal patrol

uent reminder messages sent to customers and door to door debt collection by our

staff. un e payables during the year

o

5

S

2

ti

I



Yatta Water
Annual Ilepo e:rr cndcd .-lunc 30, 2023

19. Notes 'Io the Irinancial Statements

l. General lnformation

yatta water Services company Ltd is established by and derives its authority and accountability

lrom Water Act 2016. The Company is wholly owned by the Machakos County Govemment and

is domiciled in Kenya. The company's principal activity is provision of water to the residents of

Matuu and its environs. For Kenyan companies Act reporting purposes, the balance sheet is

represented by the statement offinancial 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 property, plant and equipment, marketable securities and

financial instruments at fair value, impaired assets at their estin.rated 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. lt also requires management to exercise judgement in the process of applying

the company,s accounting policies. The areas involving a higher degree of judgement or

complexity, or where assumptions and estimates are significant to the financial statements' are

disclosed in Note 5-

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

fulctional and reporting currency ofthe Company' The figures are rounded to the nearest Kenyan

shilling.

The financial statements have

corporations Act, water Act 2016 and the Kenyan company's Act 2015 and International

Financial Reporting Standards (IFRS). The accounting policies adopted have been consistently

applied to all the years presented'

Services ComP:rnY Ltd
rt and l'inancial Statements for the y

been prepared in accordance with ,the PFM Act, the State

9
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lLcport and I'- inancial Staternents for the Year ended June 30, 2023

the ljnanci:rl stttenrcnts (cont inued)

lication of New nnd llevisetl lnternational Financial Reporting Standards

s)

New and amendetl standartls utrtl interpretations in issue ond effective in lhe.yeor

enrlel 30 Junc 2023.

Effective for annual

periods beginning on or

after l " January 2023 .

Th" neru standard establishes princip

recognition, tneastlrelnent, presentation alld

disclosure of itrsurance contracts issued. It also

requires sirnilar principles to be applied to

reinsurance contracts held and investment

contracts with discretionary participation features

issued. The objective is to ensure that entities

provide relevatrt information in a way that

faithfu lly represents tl)ose contracts.

The Company

les for theIFRS I 7 Insurance

Contracts (isstred

in May 2017)

The amendments are

effective for annual

reporting periods

beginning on or after

January 1,2023.

The anrendments, applicable to annua

beginning on or after I st January 2023, introduce

a definition of'accounting estimates' and include

other amendments to IAS 8 to help entities

distinguish changes in accounting policies from

changes in accounting estimates.

(entity to state lhe ffict of antendments on their

Jlnancial statements for the year ended.)

lperiodsAS (lnternational

Accounting
Standards) 8-

Accourrting

Policies, Errors,

nd Estirnates

The amendmertts are

effective for atrnual

periods beginning on or

after January I ,2023 .

The arnendtnents, applicable to annua

(Entity to state whether this has brottght about

es to the accounting policies disclosed)

beginning on or alter Ist January 2023, require

entities to disclose their material accotrnting

policy infornration rather than their significant'

accounting policie s.

lperiods

chang

rnendments to

S I titled

The amendments are

effective for annual

periods beginning on or

after January 1,2023.

The amendments, applicable to annua

beginning on or after I st January 2023, narrowed

the scope of the recognition exemption in

paragraphs 15 and 24 of IAS l2 (recognition

exemption) so tlrat it no longer applies to

transactiotrs that, on initial recognition, give rise

ual taxable and deductible terrrporary

lperiods

to eq

lated to Asscts

d Liabilities
ising fi'ont a

rnendrnents to

AS l2 titled
elerred Tax

irrgle

l0

.\'att:r fVater Services Oonlpanl' Ltd
,,\nnu.{

Ell'cclivc l)alcDcscription'l'itlc

does not issue insurance conlracls.

bisclosure of
[Accor,rrti,rg
policies (issued in

february 2021)



d ifferencesTransaotion

(issued in MaY

2021\

Yatta Water Scrvices ComPanY Ltd
Annual lteport ancl Financial Statements lbr the ycar ended June 30, 2023

(The Directors haye assessed the applicable standards and amendments' Based on their

assessmenf of impact of application of the above, they do not expect that there will be a

significant impact on the company's financial statements'

l1

EII'c ctive l)ateDcscriptiort'l'it lt'
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Ap
(IF
ii.

o the Financial St:rtements (Continued)

tiOn oI New anrl Revisecl Intern:rtion:rl I.inancial lleporting St:rndartls

New Ancl amencled standartls and interpre tcrt ions in i!;sue but not yet e/Jbctive in the year

Directors do nol Plan to apply any of the above until lhey become efeclive. Based on their assessment

thlWl"ntiat impact of application of the above, they do not expect that there will be a significant impact

thP cary p a ny's fi nanc i a I s t o t em enls)'

Early adoption of slandards

AWASCO did not early - adopt any new or amended standards in year under review

The amendments are

effective for annual Periods

beginning on or after January

1,2024. Earlier aPPlication is

permitted.

The amendrnents, applicable to annua

periods beginning on or after lst January

2024, clarify a criterion in IAS I for

classifting a liability as non-current: the

requirement for an entity to have the

right to defer settlement of the liability

for at least l2 rnonths after the reporting

period

IAmendrnerrts to IAS

I titled Classification

of Liabilities as

Current or Non-

cunent (issued in

January 2020,

arnended in October

2022)

The amendments are

effective for annual Periods

beginning on or after January

1,2024. Earlier aPPlication is

permitted.

The ameudment, applic6ble to annua

periods beginning on or after I st January

2024, requires a seller-lessee to

subsequently measure Iease liabilities

arising from a leaseback in a way that it

does not recognise any amount of the

gain or loss.

IAmendnrent to IFRS

l6 titled Lease

Liability in a Sale

and Leaseback

(issued in September

2022)

The amendments are

effective for annual Periods

beginning on or after JanuarY

1,2024. Earlier apPlication is

permitted.

The amendments, applicable to annua

periods beginning on or after lst January

2024, improve the information an entity

provides about liabilities arising frorn

loan arrangements for which an entity's

right to defer settlement of those

liabilities for at least twelve months after

the reporting period is subject to the

entity complying with conditions

specified in the loan arangement.

IAnrendrnents to IAS

I titled Notr-current

Liabilities with

Coveuants (issued in

October 2022)

t2

Notts

ended 30 June 2023.
'l'irlc Description Ii ll'r'ctivc Date



Notcs to the financi:rl statements (continucd)

4. Sumnrary ol' Accounting Policies

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

below:

a) Revenue recognition

Revenue is measured based on the consideration to which the entity expects to be entitled in a"

contract with a customer and excludes amounts collected on behalf of third parties. The entity

recognizes revenue when it transfers control ofa product or service to a customer.

i) Revenue from the sale of goods and services is recognized in the ye4r in which the

Company delivers products/services to the customer, the customer has accepted the

products/services and collectability of the related receivables is reasonably assured.

iD Grants from Government Entities are recognized in the year in which the Company

actually receives such grants. Recument grants are recognized in the statement of

comprehensive income. Development/capital grants are recognized in the statement of

financial position and realised in the statement of comprehensive income over the useful

life ofthe assets that has been acquired using such funds.

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

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

effective interest rate method.

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

receive the payment is established.

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

interest implicit in lease agreements.

vi) Other income is recognized as it accrues.

13

Yatta Water Services Company Ltd
Annual Report and Financial Statements for the year ended June 30, 2023
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, plant and equiprnent

Not al stateme nts (continued)

Su nr

t

il nting Policics

lr) d contributions

-k d bontributions 6re donations that are made to the Company in the form of actual goods

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

Ut Ilt nt, utilities or personnel services. Where the financial value received for in-kind-

II butions can be reliably deterrnined, the Company includes such value in the statement

co p hensive income both as revenue and as an expense in equal and opposite amounts;

se, the contribution is not recorded but disclosed

c)

c

o

gories of property, plant and equipment are initially recorded at cost less

ertain categories of property, plant and

ounts, being their fair value at the date

ted depreciation and impairment losses. C

Ul ent are subsequently carried at re-valued am

l'e al\.ration less any subsequent accumulated depreciation and impairment losses. Where

D1 asurement at re-valued anlourlts is desired, all items in an asset category are re-valued

ough periodic valuations carried out by independent external valuers

14



Yatta Water Services ComPanY Ltd
.,\nnual llcport antl Ifinancial Statcments for the ycar ended Junc 30, 202-1

Notes to the financial statements (continued)

Summary of Accounting Policies

d) Depreciation and impairment of property' plant and equipment

Freehold land and capital work in progress are not depreciated' Capital work in progress

relates mainly to the cost of ongoing but incomplete works on buildings and other civil

works and installations.

Depreciation on property, plant and equipment is recognized in the income statement on a

straight-line/reducing balance basis to write down the cost of each asset or the re-valued

amount to its residual value over its estimated useful life. The annual rates in use are:

c)

A full year,s depreciation charge is recognized both in the year ofasset purchase and none in

the year of asset disposal. Items of property, plant and equipment are reviewed annually for

impainnent and accounted for in line with the provisions in the standard.

Intangible assets

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

accumulated amortization and accumulated impairment losses. Amortization is recognized on

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

amortization method are reviewed at the end of each reporting period, with the effect of any

changes in estimate being accountecl for on a prospective basis'

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

less accumulated impairment losses.

12.5%202212023Buildings and civil works

12.5%202212023Plant and machinery
25Yo202212023Motor vehicles, including motorcyc les

202212023Computers and related equiPment 30%

12.5Yo202212023Office equipment, furniture and fittings

t5

RatesYclrsltem
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he financial state ments (continucd)

of Accounting Policies

Amortization and impairment of intangible assets

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

intangible asset. All intangible assets are reviewed annually for impairment' Where the

Carrying amount of an intangible asset is assessed as greater than its estimated recoverable

am6unt, an impairment loss is recognized and the asset is written down to its estimated

recoverable amount.

s) Investmcnt proPerty

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

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

lncluding transaction costs. Subsequent to initial recognition, investment property is

measured at fair value. Gains or losses arising from changes in the fair value of investment

roperty are included in profit or loss in the period in which they arise' An investment

roperty is derecognized upon disposal or when the investment property is permanently

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

n or loss arising from derecognition ofthe property (calculated as the difference between

e net disposal proceeds and the carrying amount ofthe asset) is included in profit or loss

in the period in which the property is derecognized

16
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Notes to the financial stttements (continued)

Summary of Accounting Policies

h) Right of Use Asset

The right-of-use assets comprise the initial measurement of the corresponding lease liability,

lease payments made at or before thc commencement day, less any lease incentives received'

and any initial direct costs. They are subsequently measured at cost less accumulated

depreciation and impairment losses. Whenever the entity incurs an obligation for costs to

dismantle and remove a leased asset, Iestore the site on which it is located or restore the

underlying asset to the condition required by the terms and conditions,ofthe lease' a

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

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

are incurred to produce inventories. Right-of-use assets are depreciated over the shorter

period of lease term and useful life of the underlying asset. If a lease transfers ownership of

the underlying asset or the cost of the right-of-use asset reflects that the entity expects to

exercise a purchase option, the related right-of-use asset is depreciated over the useful life

of the underlying asset. The depreciation starts at the commencement date of the lease' The

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

i) Fixed interest investments (bonds)

Fixed interest investments refer to investment funds placed under Central Bank of Kenya

(CBK) long-term infrastructr.rre bonds and other corporate bonds with the intention of

eaming interest. Fixed interest investments are freely traded "at the Nairobi Securities

Exchange. The bonds are measured at amortized cost or at fair value through profit or.loss

or at fair value through other comprehensive income (FVOCI). (whichever is applicable)'

17

j) Quoted investments

Quoted investments are classified as non-current assets and comprise marketable securities

traded freely at the Nairobi Securities Exchange or other regional and international

securities exchanges. Quoted investments are stated at fair value.
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the financi:rl st:rtcmcnts (continucd)

of Accounting Policies

Unquoted investments

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

held in other Government owned or controlled entities that are not quoted in the Securities

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

nventories

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

aterials and, where applicable, direct labour costs and those overheads'that have been

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

alculated using the weighted average cost method/ FIFO (Whichever is applicable) Net

izable value represents the estimated selling price less all estimated costs of completion

d costs to be incuned in marketing, selling and distribution

il

l8

nfl frade end other receivables

I [rua" and other receivables are recognized at amortized cost less allowances for any
ll
I [ncollectible amounts. These are assessed for impairment on a continuing basis. An
tt
| {ttimut" is made of doubtful receivables based on a review of all outstanding amounts at the

I jl.ur .na. Bad debts are written off after all efforts at recovery have been exhausted and
I

I tlrfr.n the necessary approval to write off is granted. It's the company policy to provide for
lt
I IOX oft.uae and other receivables over 120 days.



Yatta Water Services Company Ltd
Annuirl lleport and Financial Statements for the year ended June 30, 2023

Notes to the financial statements (continued)

Summary of Accounting Policies

n) Taxation

i) Current income tax

Current income tax assets and liabilities for the current period are measured at the amount

expected to be recovered from or paid to the taxation authorities. The tax rates and tax laws

used to compute the amount are those that are enacted or substantively enacted, at the

reporting date in the area where the Company operates and generates taxable income.

Current income tax relating to items recognized directly in net assets is recognized in net

assets and not in the profit or loss statement. Current income tax assets and liabilities for the

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

taxation authorities. Management periodically. evaluates positions taken in the tax returns

with respect to situations in which applicable tax regulations are subject to interpretation

and establishes provisions where appropriate.

o) Deferred tax

Deferred tax is provided using the liability method on temporary differences between the tax

bases ofassets and liabilities and their carying amounts for financial reporting purposes at

the reporting date.

Defened tax liabilities are recognized for all taxable temporary differences, except in respect

of taxable temporary differences associated with investments in controlled entities,

associates and interests in joint ventures, when the timing of the reversal of the temporary

differences can be controlled and it is probable that the temporary differences will not

reverse in the foreseeable future. Deferred tax assets are recognized for all deductible

temporary differences, the carry forward of unused tax credits and any unused tax losses.

Deferred tax assets are recognized to the extent that it is probable that ta,xable profit will be

available against which the deductible temporary differences, and the carry forward of

unused tax credits and unused tax losses can be utilized, except in respect of deductible

temporary differences associated with investments in controlled entities, associates and

interests in joint ventures, deferred tax assets are recognized only to the extent that it is

probable that the temporary differences will reverse in the foreseeable future and taxable

profit will be available against which the temporary diffbrences can be utilized.

l9
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| 1l The carrying anrount of def-erred tax assets is reviewed at each reporting date and reducedtt
| | 

to tne extent that it is no longer probable that sufficient taxable profit will be available to

| | allow all or part of the deferred tax asset to be utilized. Unrecognized deferred tax assetstt
I I 

*a re-assessed at each reporting date and are recognized to the extent that it has become'

i ll nrobaUte that future taxable profrts will allow the det-erred tax asset to be recovered.

| | Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in
I

I ll ttre year when the asset is realized or the liability is settled, based on tax rates (and tax

I tl lu*r; that have been enacted or substantively enacted at the reporting date.

tt
| | 

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

I rl surplus or deficit. Deferred tax items are recognized in correlation to the underlying
I

I ltransaction 
in net assets. Deferred tax assets and defered tax liabilities are offset if a

I lleeattf 
enforceable right exists to set off current tax assets against current income tax

] ltiaUitities and the deferred taxes relate to the same taxable entity and the same taxation

I lauthoriru.rl
rl

pl |orrowing coststt
, Borrowing costs directly attributable to the acquisition. construction or production of

I

| ftualifying assets, which are assets that necessarily take a substantial period of time to gettt
i t 

rO, for their intended use or sale, are added to the cost ofthose assets, until snch time as

I the 
assets are substantially ready for their intended use or sale. To the extent that variable

| fate 
borrowings are used to finance a qualifying asset and are hedged in an effective cash

| fio* hedge of interest rate risk, the effective portion of the derivative is recognized in other
lt
I flornprehensive income and reclassified to profit or loss when the qualifying asset impacts
LI
| {rofit or loss. To the extent that fixecl rate borrowings are used to finance a qualifying asset

| {na *. hedged in an effective fair value hedge of interest rate risk, the capitalized

I dorro*irg costs reflect the hedged interest rate. Investment income earned on the
lt
I tmnorarf 

investment of specific boro'uvings pending their expenditure on qualifying

I alsets is deducted frorn the borrorving costs eligible for capitalization. All other borrowing1t
I qfsts are recognized in profit or loss in the period in which they are incurred.
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Notcs to the financinl statements (continued)

Summary of Accounting Policies

q) Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and cash at bank, short-terrn deposits on

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

are readily convertible to known amounts of cash and are subject to insignificant risk of

changes in value. Bank accourlt balances include amounts held at various Commercial

Banks at the end ofthe reporting period.

r) Borrowings

Interest bearing loans and overdrafts are initially recorded at fair value being received, net

of issue costs associated with the borrowing. Subsequently, these are measured at an.rortized

cost using the effective interest rate method. Amortized cost is calculated by taking into

account any issue cost and any discount or premium on settlement. Finance charges,

including premiums payable of settlement or redemption are accounted for on accrual basis

and are added to the carrying amount of the instrr.rment to the extent that they are not settled

in the period in which they arise. Loan interest accruing during the construction ofa project

is capitalized as part ofthe cost ofthe project.

s) Trade and other payables

Trade and other payables are non-interest bearing and are carried at amortized cost, which is

measured at the fair value of contractual value of the consideration to be paid in future in

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

made to the suppliers.

21
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the financial statements (continucd)

of Accounting Policies

lletirement benefi t oblig:rtions

. The company also contributes to the statutory National Social Security Fund (NSSF). This

is a delined 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 6%o gross pay per en.rployee per month starting February

2023.

Provision for staff leave PaY

Employees' entitlements to annual leave are recognized as they accrue. A provision is made

Exchange rate differences

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

enrr'ironment in which the entity operates, Kenya Shillings. Transactions in foreign

currencies during the year/period are translated into the functional currency using the

exchange rates prevailing at the dates of the transactions or valuation where items are re-

measured. Any foreign exchange gains and losses resulting from the settlement of such

transactions and from the translation at year-end exchange rates of monetary assets and

liabilities denominated in fofeign currencies are recognized in profit or loss

22

)

I for the estimated liability for annual leave at the reporting date'

I



Yatta Water Services ComPanY Ltd
.,\nnual Report and lf inancial Stateme nts lbr the ye:rr endcd Junc 30' 2023

Notes to the financial statements (continued)

Summary of Accounting Policies

w) Budget information

The original budget for FY 2022-2023 was approved by the Board of Directors on June 23

2022. Subsequent revisions or additional appropriations were made to the approved budget

in accordance with specific approvals from the appropriate authorities. The additional

appropriations are added to the original budget by the entity upon receiving the respective

approvals in order to conclude the final budget. The Company's budget is prepared on a

different basis to the actual income and expenditure disclosed in the financial statements.

The financial statements are prepared on accrual basis using a classification based on the

nature of expenses in the statement of profit or loss, whereas the budget is prepared on a

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

cash basis and reclassified by presentation to be on the same basis as the approved budget.

A comparison of budget and actual amounts, prepared on a comparable basis to the

approved budget, is then presented in the statement of comparison of budget and actual

amounts. In addition to the Basis difference, adj ustments to amounts in the financial

statements are also made for difl'erences in the formats and classification schemes adopted

for the presentation of the financial statements and the approved budget

:)
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f Accounting Policies

r) ice concession :rrrangemcnts

pompany analyses all aspects of service concession arrangements that it enters into in

tl ning the appropriate accounting treatment and disclosure requirements. In particular,

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

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

er with the asset, to whorn it must provide them, and at what price. In the case of assets

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

rwise - any significant residual interest in the asset at the end of the arrangement. Any

s so recognized are measured at their fair.value. To the extent that an asset has been

gnized, the Company also recognizes a corresponding liability, adjusted by a cash

deration paid or received

mparativc figures

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

figured to conform to the required changes in presentation

bsequent cvents

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

financial statements for the year ended June 30,2023

cant Judgments and Sources of Iistimation Uncertainty
reparation of the Company's financial statements in conformity with IFRS requires

ement to make judgments, estimates and assumptions that affect the reported amounts of

es, expenses, assets and liabilities, and the disclosure of contingent liabilities, at tl.re end

e reporting period. However, uncertainty about these assumptions and estimates could

in outcomes that require a material adjustment to the carrying amount of the asset or

ity affected in future periods
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Notes to the financial statements (continued)

Summ:rry of Accounting Policies

a) Estimates and assumptions

lhe key assumptions concerning the future and other key sources of estimation uncertainty at

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

amounts of assets and liabilities within the next financial year, are described below. The'

Company based its assumptions and estimates on parameters available when the financial

statements were prepared. However, existing circumstances and assumptions about future

developments may change due to market changes or circumstances arising beyond the control

of the Company. Such changes are reflected in the assumptions when they occur..

b) Useful lives and residual values

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

inform potential future use and value 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.

. The nature ofthe processes in which the asset is deployed.

. Availability of funding to replace the assets.

c) Provisions

Provisions were raised and management determined an estimate based on the information

available. the company policy to provide for bad and doubtful debts ai't0% for all outstanding

trade and other receivables over 120 days. Additional disclosure ofthese estimates ofprovisions

is included in Note 29.

Provisions are measured at the management's best estimate of the expenditure required to settle

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

rnaterial.

25
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Notes to the financial statements (continued)

tt. Other lncome

9. Ii'inance Income

Sale ofTender

Fine and penalties

lLental income

Insurance compensation

Miscellaneous income (sPecifY)

'fotul

Interest income from treasury bon

Interest income from treasury bills

ds

Interest from receivables

Interest from commercial banks and financial institutions

Interest on staff loans

Dividends

Total

I

7
l

27

2022-2A23

Kshs

202 i -2A22

Kshs

20: t-2022

l(shs
2022-2423

Dcscrip tion Kshs
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10. o CJ:rins and Losscs

n C change gains / (losses)Foreig

Loss/g on disposal on sale of investments

nl le of fixed assetsGain c

Fair valu gain/loss on biological Assets

Fair vi r lrr gain or losses on revaluation of investment property

n losses on inventoryRevalr lit t

I Z foreign exchange gains/(losses)lJnrea

'l'otal
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Annual Report and Financial Statements for the ye:tr ended Junc 30, 2023

I l. Staff Costs

I t,8l 1,08510,578.,534Gross Salary and Allowances

149,000Casual workers' Wages

Medical insurance schemes

49700141 ,650Employer's contributions to social security schemes

1,406,9931,355,480Employer's contributions to pension scheme

Provisions for Leave paY

812,467Gratuity provisions

Fringe Benefit tax

1,169,5000Staff welfare

343,840199,240Stalf incentives

162,771Wiba
16,058,02212,123,901'l'otal

21)ztl'l'he avl2erage number of employees during the year

29
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KshsKshs
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6,755,6683,419,933Elec C
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I lubricants, and gasesFuel,

34,800
r ning and develoPn.rentStaff

1,637,800
t travelling and subsistenceDom

93,42024t,t45Adve noh ocodiltlno ea v obSll pnn ry ppc
5,1 005,023CoStSInsu

220,8r7135,902ges and commissionsBar.rk
276,935337,475d general supplies and servtces
232,000232,000
34s,000

It cy feesCons
90,400uipment and vehiclesHire

I ,01 6,4881,51 I,894for bad and doubtful debtsProvi I
150,400103,060o , postage &cottrier

93t,687ons and levies

Telep

Subs
451,415

entEnte
677,000688,400

v ervlcesSecu
2t1,35960,870ection feeDebts
47,400

Oftlc
353,000Legal

16,112,,43012,620,005Total
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Notes to the fin:rncial statements (continucd)

13. Iloard tix cn ses

14. Maintenance Ex c nscs

e:rr ended June 30, 2023

418000357,400Chairman Honorana
l,465,600547,700Directors emolurnents ( BOD administration exPense

Induction and Training

Travel and accommodation

Other allowances
1,883,600905,100'I'otal Board ExPenses

908,030699,000Water system rePairs
456,7453 17,800Motor vehicles running expenses
520,50039,200Canal maintenance
135,40033,000Office and store rePair
56,090

Other nraintenance cost
2,076,7651,089,000Total Maintenance ExPenscs

3l

l)escriplion
2021-2022

KSlts

2022-2023

KSlts

)02 t-20:2
Kshs

2A22-2023

KshsDescriptiou
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2,429,714 2,424,465Prope rt) , plant, and equipment

Right ol Use Assets

Intanrtib e assets

r11Invesl nt property carried at cost

2,429,714 2,424,4651'ota I D :preciation and Amortization

Interer t ( xpense on loans

Interer t ( xpense on bank overdrafts

Interer (t ,n lease liabilities
Others ( ( pecify)

Total
0

Currer tt xation based on the adjusted profit for the year at30oh

Curren tt IX prior year under/(over) provision

Curren t) 6ir O"6o"a tax charge

Prior y It 'under-provision for deferred tax

fotal

Prollt t rel rrc taxation

Tax at h applicable tax rate of30oh

Curren t x

Prior y at under-provision

Tax efl c s of expenses not deductible for tax purposes

Tax ell s of income not taxable

Tax eff

depreci

3Cl

ati

s ofexcess capital allowances over

rn/amortization

Deferre d pnor year over-provlslon
'I'ota I

t

I

t5. eciation and Amortization Expenses

16. I,' c c sts

17.ln e l-ax Expcnsc/(Cred i0
Curr tion

Rccon ti ll f tax ex cnse/ credit to the ex ected tax based on accountin rofit
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Notes to the linancial statements (continued)

l8.Earnings Per Share

There was no earning per share for the financial year 202212023 and-202112022 as the company

reported a loss after tax in both financial years

I 9.Dividend I)er Sh:rre

The company incurred a loss during the year ended hence no dividend was declared

D

Ti
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20.Property, I'lant and Equipment

Cost Or Valuation
At July 1,2022 18,t74,601 299,t60 t,221,112 24,962,758
Additions 42.000 42.000
At June 30,2023 18,216,601 5,267,895 299,160 l,2zl,ll2
Depreciation
At July 1,2022 13,429,486 5267.885 299,160 646,794
Charge For the Year 2,277,075 152,639 2.429.714
At June 30,2023 15,706,561 5,267,995 799,433 22,073,$39
Net Book Value At June 30, 2023 2,510,040 421,,679 2,931,7L9

34

I

2422-2023 I'lant and
machine rv

Motor vch iclcs.

including,
nrolor ryclt s

Conr puters &
related cquipmcnt

Oflice cqu ipnent, :

furnitu re & {ittin{s l

Total

5,267,885

25,00.1,758

19,643,325

299,160



Yatta Water Sen'ices Company Ltd
An'nual Rcports and Financial Statements
For the ycar ended June 30, 2023

Notes to the financial statcments (continued)

Pro e , Plant:rnd E ut ment Co ntin uetl

Cost or valuation
As at lJuly 2021 I 8 1221 01 5267885 299,160 l,22l,ll2 24,9r0,258
Additions 52500 52,500
.{s at 30th Jrrne 2022 18,174,601 5,267,885 299,160 1,221,113 21,962,,758

Dep reciation

At July | ,2021 I I,157,660 5,267,885 299,160 ,l9rl,155 I 7,218,860
Charge for the year 2271826 152,639 2.424,465
As at 30th June 2022 13,429,486 5,267,885 299,160 649,794 19,6,13,325

Nct book valuc
At June 30,2022 4,745,115 574,318 5,319,433

35

2021-2022
Plant antl
tnochincrv

Ntotor r ehir: Ies.

includ ilrq. nrolor
cycles

Conrputels &
rclatrd ctguiprnent

Oflice equipnrent.

furniture (t [i lt ings

Totfll
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, Plant and equipment at Cost

and Equipment includes the following assets that are fully depreciated

e

e

Mo e I , including motorcycles s,267,885

il It related equipment 299,160

1.316,97 |

89,748

5,567,0,15 l,106,7lgfr
@E

-io

(lost or
valual ion

dcl.lrqcialion

charge
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For the year ended June 30 2023

Notes to the financial statements (continued)

2l.Intangible Assets

22.Investment Pro e

Cost

At July I
Add itions

Disposals

At June 30

Anrorlizntion
At July I
Charge for the year
Disposals

Irnpairment loss

At June 30

Net book valuc
At June 30

Opening valuation
NIo Cv cnl lsn ud rt n t eh e1l r)'
Additions

Disposals

Fair value gains/(losses)

Closing valuation

Depreci:rtion (if at cos t)
At July 12022
Charge for the year
Disposals

Impairment loss

At.lune 30 2023
Net book value
At June 30 2023

)l

2022- )()2 ):)*-i=.-
Ksh

202i 2I
Kshs s

i 2022_2023

I lishs
2A?1-2022

Ks hr
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Ad( tlI )ns

Asi t 0Jr tnc 2023

Acc tI I ula lcd Dcp re ciatio n
Asr t Jul' /21 )21

Cha, ('()
E for the year

Asa t )Ju nc 022

Char ((,
E for thc year

Asa t3 IJu 1e,)_023

Carr I)' rctA (nl unt
As at ., J lc 022

As al J J e
"023

ol grci tlt

Cattle

Trees

Other i( 'pec ifv
1'ot:rl
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Notes to the financial statements (continuetl)

25.l'ixed Interest Investments (Bonds)

[The movement in investment during the year is a.sfollows.:J

Balance at 30 June

26.Quoted Investrnents

o//t)Cell tral B oank f Ken a 52 5 Y ar I]o dltv

)I]A oC rate oI] ltdrpo detai S(e

(C D Co o tcIa oB nd crp detal S)
'l'ota I

Balance at I Julv
Addi oti IIs dunn the al'(,o ye
nI te[es I accrue dd unlt the arv

In sc tn1 nt matun ti dS unn the arcv
gain/(alrF uval e I oss I f meas dure t FVa) oCI/FVTPL

Opening valuation

ovNI le cn dts rtu n ht c :lc ro v
Additions

Disposals

(ralrF al tic So sesgains/ )
Closing valuation

39

2022-2023 202 t-2r2
Kshs Kslrs

I

Dcta ils
2022-2023 2021-2022

Kshs Kshs

2A22-2023 202 t -2022
Kshs Kshs
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Yatta Water Services Company Ltd
Annual Reports and Financial Statements
For the year ended June 30 2023

Notcs to the linancial statements (continucd)

2 8.I nven to rics

Shs Shs ShsNo NoNo

Entity A
Entity B

Entitv C

Entity D

1,366,942 1,831,750General stores

566,0s0Chemicals & Laboratory items

Water fittings and Accessories

Water meters

Uniform and protective clothing

Fuel, oil and lubricants

Motor vehicle spare parts

Goods in transit

Stationery and general stores

33,110Finished goods(Treated water)

Work in progress

(-)Less: Impairment of stocks
1,831,7501,966,102'fotal

,
t
!
t
1

I

3

4t

N:t nr e of
cutit-r.'whct'e
investnrenl is

held

Nonriuel
valrrc of
sha res/

nu rchrrse

l
i
I

i

Vatue of I

sha res less I

irnpairrnentpr

sbareholding shnreholding

-r
lnd rec tDirecl

CrIrl'cn t vcl['

n*o of shares

Vlluc of
sha rcs less

_ ilqlL,trytt

['r'iol vcur
Ettcctivc

shrlelrolding

.trce 
I

-- --f

)02 t-20222022-2023

KshsKshs
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Reconciliation of Impairment Allowance for Inventories

II Rcports :rnd liin:rncial Statements
year ended .fune 30 2023C

29. dea tl Othcr Receivables

29. r:l e eceivables

il

At :h beginning ofthe year

Ad j I I rnal plovisions during the year

Rec o ered during the year

Wr tt( ng the yeardo

At1 h( end of the year

II-

l-rac le les (note (29a))VA 30,237,881
Dep )S d a eIIan tSp ympre

VA' ( alue dded Tax) recoverable

Staf r( eivab es (note 29 (c))

Othr r lesI a

Gro is rade and other reccivables 30,237,881 20,586,353
Prov I S I n for bad and doubtful receivable (1,511,894) (l,016,488)
Net t ri can other reccivables 28,725,997 19,569,865

r)

Grosr ivablese 30,237,881 20,586,353
Provi S I ( for d ubtful receivables (1,s11,894) (l,016,488)
Net tr AC e receivables 28,725,987 19,s69,86s

As at .I I he ageing analysis of the gross trade receivables rvas as.follows:

863,084d

c

J s I ,5 I 1,894Less I h

Betwt )er 30 and 60 days 3,023,788 2,286,951
Betrvr cI 6l and 90 days 4,535,682 3.,255,249
Betwe CI 120 daysI an 6,047,576 3,863,755
Over 2 )days 15,118,941 10,317,314
1'ot:rl 30,237,891 20,586,353

42

l)cScliptiorr 202t-2022
KShs KShs

2022-2023

2422-2023

KShs

:021-:()22
KShs

20,s86,353

I(shs

i 2022-2A23 )02 r -2022

Ifuhs

I



Yatta Water Services Company Ltd
Annual Reports and Financial Statements
For the year ended .Iune 30 2023

29- (b) Reconciliation of Impairment Ailorvance for .frade 
Receivabres

29. (d) Reconciliation of Impairment AIIorvance for Staff Reccivablcs

30 .Tax Recoverabjg.

(

tA rh be I)r1 I th arng v 1,0 I 6,488 949,999dA d ona f o S nso tlurrp the areng v 495,406 66,489
CCI{ o re decl unlt (jth arv (-)w rI ett on d1r tln l1 cth CAIv (-)

A the cnd o thf earv I ,5 I l,gg{ l,0l6,4gg

oans and advancesGross staff I

foI)ro S l1o r lI I1e t SSopalrm
(,Net staff loans

Lc Ss nlo Ll ISll ud wl rh ll ilrye
C)InA ulto s Ltcd 1ra oCT eII earv

A the bc nn o rhfgl earng v
urinAdcl tlona ro Svl on S d thp e all'ye

Re o dere d ur n rh areD v
Ilw l1tte ffo dulln rh e are(, v

At the end of the year

tA cb n n tn fo eth eil rv
(lbcIn n1o c tax Char e r tlre earb o c 7v )

r/( er) (arlsUlt ed o no II n ro e ol1 e 7p v )
IIco lnc tax d d rhpal arye

At end of the year

43

29. (c) Staff Receivables

2022-2023 2021-2022
KShs KShs

Dcscriptiou
I

i

o

t

2():t -){):2
Kshs

2022-2023

Kshs

one

2021-2022
Description

2022-2023

KShs KShs
t

2022-2023 
"t

i

Kshs
)02 t-2022

Kshs

I

provisi

unng
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nancial statements (continued)

m Deposits

Cash Balances

Not

31.

32.

I

s

h clrt

ot ef

Con lr )rct all ranks
Coo )e ttiv B ank ofKenya
Ken' onlnl( :rcial Bank

rnkBarc la sBi ofKenya
Othr IS spe Icl r)

:l kanrl

banCash al k 7,573 4,387
hanCash ll. d 1,412 1,047

Mper ;a cco runl 19,865

28,850 5,434

I

44
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Yatta Water Services Company Ltd
Annual Reports and Financial Statements
l-or the year ended June 30 2023

Notes to the linancial statements (continued)

Detailed analysis of the cash and cash equivalents

33.Ordinary Share Capital

a) Currcnt account
Equity bank-Expenditure A/C 0390290228130 1,03s r,035
Equity llank-Revenue A/C 0390290557216 2,707
[:iquity l]ank-l)eposits A/C 0390290558218 489 l0
Equity Bank-CLSG A/C 0390280474105 3,342 3,342
Sub- total 7,573 4,397

b) On - call deposits

Commercial banks

Othcrs

Sub- total
c) Fixed deposits account

Other Commercial banks

0thers

Sub- total
Sub- total

d) 0thers(spccit-t,)

Cash in transit

Cash in hand 1,412 1,047
Mpesa account

r 9,86s
Sub- total 21,277 1,017
Grand total 29,950 5,434

Authorizcd:

000 0 rclo s ohares Ksf hs 0 valilrlnary cue AC hp 100,000 100,000
Issued and fully paitt:

0000 rclo Share oS f Kshs 0 uealnary cheilpar' 100,000 100,000

45

I;'inlrrcieI institution

2022-202J

Kshs
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nancial asset is impaired, the portion of the reserve that relates to that asset is
lrl fit or loss

t
c orts and Financial Statements

fi nancial statements (continue<i)

tion Reserve

on reserye relates to the revaluation of certain items of property, plant and equipment

asset is reduced from the fair value adjustment reserve and is recognised in profit or

tol

34 al

As

net

cal

35 r

the

ll:l

uaalr

v

aL.

:ed in the Statement of changes in Equity, this is stated after transfer of excess depreciation
te deferred tax to retained earnings. Revaluation surpluses are not distributable

:l e Adjustment Reserve

te adjustment reserve arises on the revaluation of available-for-sale financial assets,
e marketable securities. when a financial asset is sold, the portion of the reserve that

Th

pri

r vall

ythII

to thalrel

los

rec

afi
pro

Earn

earn

tn ed rngs

The ed rngs represent amounts available for distribution to the enrity,s shareholders
buted tained earnings are utilised to finance the entity's business activities

46

year cnded June 30 2023
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Yatta W:rtcr Services Company Ltd
Annual Reports and Financial Statements
For thc year ended June 30 2023

3T.Deferred Tax Liability
Det'erred tax is calculated on all temporary differences under the liability method using the enacted
tax rate, currently 30o/o. The net deferred tax liability at year end is attributable to the following
items:

The movement on the deferred tax account is as follows

3ll. Borrowings

Accelerated capital allowances
Unrealised exchange gains/(losses)

Revaluation surplus
Tax losses carried forward
Provisions for liabilities and charges
Net defered tax liability

Ballnce at beginning ofthe year
Credit to revaluation reserve

Under provision in prior year

Inconre statement charge/(credit)
Balance at end of the year

) Iixtcrnal Borrowings
Balance at beginning ofthe year

External borrowings during the year

Repayments of during the year

Balance at end ofthe year

) Donrcstic Borrorvings
Balance at beginning ofthe year

Domestic borowings during the year 137,329
Repayments during the year

Balancc at end ofthe year
C) 'fotal Balance at end of the period c = a*b 137,329

47

2022-2023 :02 t -2022

Kshs Kshs

2021-:0222022-2023

Kshs Kshs

Desc rip tion 2021-20222022-2023

KShs KShs---t--
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r ended June 30 2023

t

Fo t

l)on rcstic Bor rorvrngs

Ken
' 
a Shillirrl ; loan from Equity Bank 137,239

Tota I $lance r tt end ofthe year 137,239

Sho bo wings (current portion) 137,239

Lon t nl o lngs

To 137,239

48

Notcs [o the financial statements (continued)

The ar{alyses of, both external and domestic borrowings are as follows:

2022-2023

KShs
2021-2022

l(Shs

l)cs$'ii tron 20) 2)a2.j

KShs

:02 t-2022

risrii
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For the year ended June 30 2023

39.[,case t,iability

.10.I'rovisions

At thc start of the year
Discount interest on lease liability
Paid during the year

At cnd of the ycar

Year I

Year 2

Year 3

Year 4

Year 5

On rvards

Less: unearned interest

Analysed as

Non-Current
Cu rre nt

Balance at the beginning of the year s96,450 s96,450
Additional Provisions

Provision utilised

Change due to discount and time
value for money

Balance at the end ofthe year 596,450 596,450

49

Dcscription

2022-202i
Kshs

2U) t-2U2
I\'Iat uritv alral-vsis I(shs

*_l
I

Dcscription Ilonus
Leavc Provision Gratuity"

Proll ts ton Pr0!' ts lons
KShs KShs

Otlrcr
l)royisions

KShs
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No to the financial statements (continued)

P on d t lils

t
n e

Services Company Ltd
rts and Financial Statements

41. cm en Benefit Obligationst

Cun n of Provisionsu P I 596,450 596,450
Lon ion of Provisionso

Tot: l 596,450 596,450

eti

Kshs Kshs Kshs Kshs Kshs
Curre tlt enefit obligation
Non-c Llt efit obligationt

'Iotal

lt

50

Doqcriptiorr 2022-2A23

Kshs

2021-2023

Kshs

Dcfined
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plan

Posi-

c ntplornr e

ut mcdical
benclits

Dcsc!'ilition

202L-20222022-2023

Other
IJenclits
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For the year ended June 30 2023

Notes to the financial statements (continued)

Recogniti on of Retirement Benefit Asset/ Liability
a) Amounts recognised under other gains/ Losses in the statement of Comprehensive Income

tr) Amounts recognised in the Statement of Financial position

Discount rates

Future salary increases

Future pension increases

Mortality (Pre- retirement)
Mortality (Pos! retirement)
W ithdrawa ls

Ill health

Retirement

The return on defined plan assets

osses arising from changes in demographic
assumpttons

Actuarial gains/ I

Actuarial gains/ losses arising fro anges in financial assurnptionsmch
Actuarial gains and I osses arising from experience adjustments

Others (Specify)

Adjustnlents for restrictions on the defined benefit asset

Rcnreasurcmcnt of the net defined benefit liability (asset)

ns(a)rcP s(jlt ual oc df efi edlt cnb (] fi ob a o(,

Fair value of plan assets(b)

Funded Status(=a-b)

Restrictions on asset recognized

Others

fi efietN Asse ro ba San tn lnfro cd lt de l'tbety ot b- IIoga

51

2022-2023

l(shs
2i21-2022

Kshs

Dcscription -T-
Kshs I(shs

2022-202.3 2021-2022

2021-2022
Description Kslrs Kshs

i zozz-zozt
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a

n

to the financi:rl st:rtements (continued)

tity also contributes to the statutory National Social Security Fund (NSSF). This is a defined
ution Echeme registered under the National Social Security Act. The entity's obligation under
eme is limited to specific contributions legislated from time to time and is currently at Kshs.

de and Other Payables

Agi Analysis for Trade and other Payables

*t
e

c

S

Th

:,7
20

op

r employee per month. Other than NSSF the entity also has a defined contribution scheme

d by Lupfund Pension Fund. Employees contribute 15% while employers contribute l0%o of
sic salary. Employer contributions are recognized as expenses in the statement of financial
tho ance within the period they are incurred

ba

pe

42 1'

n

l-rade ayables

expenses
2,60t,113 163,421

Acc l'Il 5,1 03,403 s, 103,403
Em p I c yee payables 20,794,676 7,419,211
Other ayables 15,8s0,049

36,671,499 28,,536,094

Unc er one year 1,833,574 5% 1,276,804 5%
t-2t(ji S 5,500,723 150h 4,290,413
2-3 v I 1,001 ,523 30% 8,560,925 30%
Ove r3 years 18,335,7-l{ 14,119,012 s0%

36,671,489 28,536,09d

52

2022-2[23 2o2l-2022
Kshs Kshs

8,172,296
'l'otal

2022-2023 7u ol'tht
to tal

2021-2022 "h of the
total

t5%

50%
'l'otal
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For the year ended June 30 2023

Customer deposits 4,021,588 3,847,688
Prepayments by customers 12s,000 173,900
Retention/Contract deposits

Others (Specify)
'l'ntal

,1,1.16,588 4,021,599

43.ILefundable Deposits and Prepayments

Aging Annlysis for Refundable Deposits antl prepayments

4,l.Dcferrcd Income

Under one year 207,329 5o/o 201,079 5%
I -2 years 62l,9gg ts% 603,239 t5%
2-3 years 1,213,976 30% 1,206,477 30%
Over 3 years 2,073,295 s0% 2.,010,,791 s0%

'l'ot:rl 4,146,599 4,021,599

National/County government

Internatioual 1'unders

Public contributions and donations

'f otal deferred income

53

202 t-2012

.fftfs t- Kslu

2022-2023

tYo of tha
to tal

2022-2023 2ll2l-21t22 'h of the
total

)02t-2022
xSh' -

Doscription 2022-2023

KShs
I



income movement is as follorvs:

Payable

f dividends payable relates to unclaimed dividends, payable to different shareholders
e analysed in annual amount below

able analysis

.T

45.

Th

I

D

c e

Ba AI :eb tI'o ght forward
Ad d I ons

Trz ll ers It() Japital fund (-) (-) (, (,
Tra

stal

ns

ct'

ers

ent

toi r)come

(-) (-) (-) C)
.ranott cI sf'e .S (-) (-) (-) (,

Bal itn eci tln :d forward

I

b

br

) ider

itnc

lan<

es

d

At tl )c ,egl llll l g ofthe year

Add Lt I nal dec lared during the year

Paid d flnS tlt, ) year (-) (-)
Bala NC ?tr )nd ofthe year

d rdl ):l1

% %
ea1-2 v S o//o /o

2-3 v _'ll o//o Yo

Over 3 /eari o//tt %
'I'otal

54
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Co unr.r''

g0vern m eu t

i Intcrnational

i fundcrs

l'u b lic
contribu tions
and tlonations

'I'otal

I *____.___
2022-2A23 2021-2A22

Kshs I(shs

2022-2023 ol, of lhc
tota I

202t-2022 "l> of tha
total

Unddr dne year
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At beginning of the year

harg lbII oc cln tax e r tlie arye
( ) ar/IIU Ccl I' o t' ro Svl o I1 n n rop Sp v

I]I llrco c ax d d the (]arpa unng v (-) C)At end of the year

Notes to the financial statements (continued)

46.Taxation

47.Notes to'l-he Statement of Cash Flows

(a) Rcconciliation of operating profit/(loss) to cash
(used in) operationsgcnerated from/

t or loss before taxProfi
(1,196,799) (s,s31,327)

Depreciation
2,429,714 2,424,465

Amortization
( )/aG I'I SSo l1o di So al of tlan dansp uprope rty p eq

( ) foo l'A ll IIro t/ o sS hpe rcp rkwo ca tal ch iln csng pl 1,232,91s (3,106,862)
Working capital changes

(Increase)/decrease in inventories (134,3s2)
(r )/dCI) ef ilsc ec easf e IN adetr oand TCther ce bal ES (9,1s6,122) (3,8s0,71 8)

el( )II f(]c AS d cree ase llt trade and thero b esyapa 8,135,480 6,925,909
) filtI ase/cre d fec ccas rclt( lre enl-n t bene ob otl Sltga

( )CIn AS e/ d rcas ln TO ovlsl I) fo staffr eap vpa

( )fro riltsC h nc c l':l CI tl m/ lt cds n o cr:l nop ,77,921 (3 t,671)

( ) lylr nA il tss fo hc an tnes o nsil

Bal IIit cC t:t eb tn INn o thf c re:l)'
Receipts during the year

137,329
cIt a II tS n thll ilrcyr11 c v

aynlIIc c I'I ts I() uop S AC ruec cl ll erepre S tv (-)
(gai )I;o fe cx Chan c IIgn S oil Ssse(,

5

Accrued interest

Iialancc at end oI the ycar

l

55

2022-2023 lnsert Coulp
Kshs Kshs
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2022-21t23

Kshs
?021-2022
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(c) A r talysis of cash and cash equivalents

Sho Irt erm deposits

Casl 1 il t bank 7,573 4,387

Casl I I l r hancl 21,277 1,047

Bal e at end of the year 28,850 5,434
(d) A nalysis of interest paid
Inter e S : on loans

I ntcr eS I on bank overdraft

Inter s L on lease liabilities
Inte 'es lon loans capitalised

Bale ,II e at beginning ofthe year

Bale ,n e at end ofthe year (note 35(b))

Inter 'eS lpaid

I

c( ) A: ,naly'sis of dividend paid

Bala a at beginning ofthe year

20xt d ividends paid

20x> d vidends paid

20xr I I terim dividends paid

Bala -'at end of the year

Div rd paid

56

2021-20222022-2023

KslrsKshs
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l'or the year ended June 30 2023

Notes to the financial statements (continued)

0ther Disclosures
48.Related Party Disclosures

County Government of Machakos

The County Government of Machakos is the principal shareholder of the Company, holding
100% of the Company's equity interest. The County of Government of xxx has provided full
guarantees to all long-term lenders of the company, both domestic and extemal.

Other related parties include:

. The County Department in charge of Water

r County Govemment of Machakos

r Water works Agencies

o WASREB (Water Services Regulatory Board)

. WARMA

o Water Sector Trust Fund

. Key management

e Board of directors

. Others (specify)

I'ransactions with related parties

a) Sales to related parties

Rent Income from govt. agencies

Water sales to Govt. agencies

nterest income from Govt Commercial BanksI

Interest income from T-bills and Bonds
Others (Specify)
'l'ot:r 

I

b) I)urchascs from rclatcd p:rrties

urP hC a fo it r tioII vto serv C rovld Serp

Rent expenses paid to govt agencies

f'eren fbest-rar I] II altd ()c n cc d o ovt il I) C spal

ank charges paid to Govt Comrnercial banksB

57

2021-20222022-2023

Kshs Kshs
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I' e cndcd .Iune 30 2023r e

I

In e I ste Kp( e to investments by other govt. entities
()t he (

Tc ta

b) C iln :sf m the Govcrnmcnt
ational Govt Agencies

l1t ounty Government 318,652 3,549,635
llilDo rons llt kind

'l'o :a 318,652 3,549,635

c) ti pcn scs incurred on behalfofrelated party
Poy I-n nts f) alaries and wages for xxx employees
Pay nt rts lor oods and services for xxx
l'ot rl

d) IN lni gement compensation
Diri C t )ll1t luments 547,700 1,465,600
Co tp( lon to key management
I'ot: rl 547,700 1,465,600

tal

11(

:l T al

tS

Amo a rho sed and contracted for
Amor lho ized but not contracted for
Less L) 1 ts ncluded in Work in progress

I

E
E
E

41). mitments

Capi ents at the year- end for which no provision has been made in these financial
stat

ro short appropriate explanations as necessaryJ

58

2022-2023

Ifths
2()t t-:()12

K shs

specify)

Cranls tiom N

Granl :i C
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2(122-2023
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50.Contingent Asscts and Liabilities

(ion tin sent Assets

Contins ent Liabilities

In the opinion of the direclors, no provision is required in these financial statements as the
liabilities are not expected to crystallize

5l.Financial Risk Management
The Company's activities expose it to a variety of financial risks includin[ credit and liquidity risks
and effects of changes in foreign currency. The company's overall risk management programme
focuses on unpredictability of changes in the business environment and seeks to minimise the
potential adverse effect of such risks on its performance by setting acceptable levels of risk. The
company does not hedge any risks and has in place policies to ensure that credit is only extended to
ctlstomers with an established credit history. The company's financial risk management objectives
and policies are detailed below:

Contingent assets

nsurance reimbursementsI

SA se ts afl lIfio rnldete na oti oII fslng rlrto ASC CS

R Ilt ursab b c ltdemni anCS d all eesguar
cR e itb es lIfrt'r oth o ernm c11 ent tr ti Se

Others (Specify)
'l'ola I

Contingent liabilities

tiCourt cas xxx alNS th cnag ty

diaryfaankB tee S l1 uro fo uSguaran bsi
oC tir1 II II t aD Se an S D fro()

5 cn1 IIo tracts du lt(,
b P PI) s(,

b C rP a Pe(Pu ershiartn )p

Others (Specify)

l'ot:rl

59

2022-2023
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2021-2022
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e entled .Iunc 30 2023

it risk

y has ex

ll al

n accordance with limits set by the directors. The amounts presented in the statement of
sition are net of allowances for doubtful receivables, estimated by the company?g

based on prior experience and their assessment of the current economfc environment.ln

Th t of financial assets recorded in the financial statements representing the entity's
to credit risk without taking account of the value of any collateral obtained is

e

N to th I'inancial statemcnts (continued)

olTlpan posure to credit risk, which is the risk that a counterparty will be unable to pay

tsinl
as tr,

[rll when due. Credit risk arises from cash and cash equivalents, and deposits with banks,

lde and other receivables and available-for-sale financial investments.

ement assesses the credit quality of each customer, taking into account its financial position,
perience and other factors. Individual risk limits are set based on internal or external

C(i

AS

M

AS

p

lrla

nti

po

At. 0 lunc2 23

leTra leceivables 30,237,881 l,5l I,894 13,607,046 15,118,941
oth er ec bles

Invr S I tt cll IS

7,573 7,573
'l'ot itl 30,245,45.1 1,519,467 13,607,04(t 15,1 l8,9.ll
At: 0 Iun I2 22

Rec I rble I 20,586,353 863.084 9,40s,955 10,317,3t4
Oth, f ec( )tvi bles

Inve st lelltS

20,586,353 863,084 9,405,9s5 10,317,314
Ban (l rlances 4,387 4,387
'I'otr rl 20,590,710 867,471 9,405,955 10,317,314
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Credit Risk (Continued)

The customers under the fully performing category are paying their debts as they continue trading.
The credit risk associated with these receivables is minimal and the allowance for uncollectible
amounts that the company has recognised in the financial statements is considered adequate to -cover

any potentially irrecoverable amounts. The company has no significant concentration of credit risk.
The board of directors sets the company's credit policies and objectives and lays down parameters
within which the various aspects of credit risk management are operated.

ii) Liquidity risk management

Ultimate responsibility for liquidity risk management rests with the company,s directors, who have
built an appropriate liquidity risk management framework for the management of the company's
short, medium and long-term funding and liquidity management requirements. The Company
manages liquidity risk through continuous monitoring of forecasts and actual cash flows.

The table below represents cash flows payable by the company under non-derivative financial
liabilities by their remaining contractual maturities at the reporting date. The amounts disclosed in
the table are the contractual undiscounted cash flows. Balances due within 12 months equal their
carrying balances, as the impact ofdiscounting is not significant.

At 30 June 2023

Trade payables 2,601,n3 34,070,37s 36,671,488
Customer Deposits 4,146,588 4,146,588

LtC nfre rto o on bI' Iroo ltp

Provisions

Employee benefi t obligation
'I'otal

2,601,113 38,216,963 .10,818,076

At 30 Junc 2022

Trade payables 163,421 28,372,763 28,536,184
t-lC f l'e II rt o n o bI o rro IIpo gs 137,329 t37,329

Provisions
596,4s0 s96,450

Del'elred inconte

Enrployee beneflt obl igation
'l'ota I 300,750 28,969,213 29,269,963

6t

Total
I(shs Ksli.i i Kshs

.*----.*'_-'-_-+-l Or'er 5 I

Lcss than I

m0nth nronths j

I(slrs

Bc'tu'cen I -3
rnon ths

Deferred income

I



De

II;

tec

ind

ty

Y
A
t,' he year onded June 30 2023

n

Water Services Company Ltd
al f,.eflorts and Financial Statements

r

(ii ) Market risk (Toilor os oppropriote)

risk [s the risk arising from changes in market prices, such as interest rate, equity prices and

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

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

M l

fb

cx o ures within acceptable parameters, while optimising the retum. Overall responsibility f,or

Ilt ing market risk rests with the Board of Directors

t

iv) y:rlue of financial assets and liabitities

tt) Irinanciul instrunrcnts meosured at frrir value

ination of fair value and fair values hierarchy

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

n ues are observable or unobservable. Observable inputs reflect market data obtained from

ndent sources; unobservable inputs reflect the Company's market assumptions. These twop

S f inputs have created the following fair value hierarchy

Level I - Quoted prices (unadjusted) in active markets for identical assets or

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

exchanges.

Level 2-lnputsotherthanquotedpricesincludedwithinLevellthatareobservable

for tl.re asset or liability, either directly (that is, as prices) or indirectly (that is, derived

from prices).

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

(unobservable inputs). This level includes equity investments and debt instruments

with significant unobservable components. This hierarchy requires the use of

i)

ii)

iii)

Thp &mpany's finance Department is responsible fbr the development of detailed risk managementtt
policfs (subject to review and approval by Audit and Risk Management Committee) and for the day-

I

to-faf imRlementation of those policies.

f hfr{ has been no change to the Company's expoSure to market risks or the manner in which it
I

mafaSes and measures the risk.

I
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observable market data when available. The Company considers relevant and
observable market prices in its valuations where possible.

Notes to the financial statements (continued)

The following table shows an analysis of financial and.non- financial instruments recorded at fair value
by level ofthe fair value hierarchy:

There were no transfers between levels l, 2 and,3 during the year

Fittancial instruments not measuretl 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.

3

I

nancial Assets

uoted equity investments

on- financial Assets
nvestment property

and and buildings

t 30 .Iune 2022

anci:rl Asscts

uoted equity investments

on- financial Asse ts

nvestment property

and buildings

63
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to the financi:rl statements (continuctl)

apital Risk M:rnagement

e objective of the Company's capital risk management is to safeguard the Board,s ability
continue as a going concern. The Company's capital structure comprises of the following
ds

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

Iivents Allcr the Reporting Period

'l'hc ere no lnaterial adjusting and non- adjusting events aftcr.the reporting period.

tv

li valua lon reserve

Ii etained earnings (7,8s 1,868) (6,s6s,069)
( pital reserve

.I tal funds (7,851,868)
T 137,329
L s: cash and bank balances

tal borrowings

(28,8s0) (s,434)
N dt be tl xL- c SS ASc anh d cash ul Ia IIe ts( q ) (28,850) 131,895

0rrl, -204

64
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20. Appendices

Appendix l: progress on follow up of auditor recommendations.

The following is the summary of issues raised by the external auditor, and management comments
that were provided to the auditor

1.0
resentation and Misstatements in theErrors of P

Financial Statements

t.l
Presentation and Disclosure Errors in the

Financial Statcments

eview of the Water Company's financiai

statements for the year ended 30 June,2020 showed

several errors ofpresentation and disclosure as

follows:

1.1.1 Director's passport-size photo and a concise

description of each director's date of birth and work

experience was not included under the Board of
Directors' information.

1.1.2 The management discussion analysis report

did not include descriptive tools such as tables,

graphs and pie charts.

Consequently, the financial statements as prepared

and presented do not comply with the reporting

format prescribed by the Public Sector Accounting

R

This query has

been addressed

and resolved in

fy 2020-2021

Resolve

d
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dards Board (PSASB)

1.2 I tatenrents in the Financial Statements

a curate Comparative Balances

nancial position shows trade and

other payables of Kshs. 12,433,121 for 2018/2019

which differs with the amount of Kshs. I I ,947 ,663

shorvn in the prior year audited financial statement

resulting to a variance of Kshs.485,458

In addition, the statement of profit or loss and other

comprehensive income reflects comparative amount

for administration costs of Kshs. I 3.739.1 50 while

2(a) shows a balance of Kshs.l2,469,7l I

ng to a variance of Kshs. I ,269,439.

further noted that the statement of financial

n reflects Kshs. 435,458 (negative) as the

d earnings for 201 8/2019 which is at

with amount of negative Kshs. 436,265

in the prior year audited financial statement

positi

retain

an

h

note

statement of fi

fo

C) Its allciln oc Ksf hS 08 7

II f th re o n th ace ccura of tht,o (,
E) v

sta elll e tl aS S r cs lt ted alnnc () bep

do rm

resul

It wa

1.2.2 te Statement of Cash Flows

66
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cash and cash equivalents of Kshs. 90g,755.57.
However, a casting error of Kshs. 1,428,190.g9 was
noted and the correct balance should be.negative
Kshs.S I 9,435 .32. The same error is repeated in cash
and cash equivalents at the end of the year which
should have been indicated as negative Kshs.
1.372,810.32 instead of the Kshs. 55,3g0.57 now
shown. Further, the corrected cash and cash
equivalents balance at the end of the year is at
variance with cash and bank balance of Kshs.
55,380.57 reflected in the statement of financial
position as at 30 June, 2020.
In the circumstances, the statement of cash flows

does not reflect the correct position on cash

movements for the year and the closing balance

The statement of cash flows reflects net increase in

1.2.3 naccurate Statement of Profit and Loss ancl

Other Comprehensive Income

I

e statement of profit and loss and other

comprehensive income shows nil balance for

income tax expense (credit). However, note l6 to
the financial statements shows income tax expense

of negative Kshs. 136,464.

Further, the depreciation charge of Kshs. 3,g14,996

shown under note l9 to the financial statements has

not been included in the statement of profit or loss

Th
This was

corrected

through the

retained

earning in fy

2020-2021and

joumal passes

67
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ensive income thus overstating

the operating results.

In the circumstances, the accuracy and

completeness of the statement of profit and loss and

other comprehensive income cannot be confirmed.

d other compreh

1.2.4 erstatement of RevenueUnd

comprehensive income reflects sales revenue of
Kshs. 21,347,420. However, casting errors of Kshs.
7,460 and Kshs. 125,000 were noted under total
revenue collection and billings for the year
respectively. In addition, the recognized revenue of
Kshs. 16,697,3 13 was found to differ from the
Kshs. I9,448,720 total billings to the customers fbr

year leading to a Kshs. 2,7 5l ,407
erstatement. In addition, analysis done from the

ank statements showed total revenue collected of
shs. 19,426,838.96 which was more than the
shs. 16,697,3 l3 reported resulting to a Kshs.
,729,526 viriance. Further, billings and non_
venue reports reflect water billing for the year of
hs. 16,721,770 which was at variance with the
hs. 17,896,007 verified from customer billings
mmary resulting to a Kshs. 1,174,237 difference.
addition, the billing schedules, invoices and

eipts for canal customers, water kiosks

of profit or loss and other

and water

The statement

the

68

)()u
cxpect

the -
issue
to bc
resoly

cd)

lssue / Ohsen,ations fronr .,\ uditor Illanagernent
comments

'l'iurcf
ramc:
(Put a
da tc

Status:
(llesolr.

ed/
Not

Ilcsolv
cd)

llrlercnce
\o. on thr
external
autlit 

1

l{eport j

rvh err



Yatta Water Services Company Ltd
Annual Reports and Financial Statements
[or the year ended June 30 2023

possible to ascertain how the customers were billed.

In the circumstances, the accuracy and
completeness of sales revenue of Kshs. 21.,347,420
for the year ended 30 June, 2020 could not be
confirmed.

boozers were not provided for audit thus it was not

r.2.5 etween Financial Statement andDifferenccs b

Ledger Balances

Itern Fina ncial
Statements

(Kshs)

Gen eral
Ledger
(Kshs)

Staff costs 8,829,329 I 1,500,495

comprehensive income and notel2 to the financial
statements reflects administration costs amounting
to Kshs. 14,711,288. Review of the general ledger
and the schedules provided in support revealed
variances of Kshs. 1,841,317 affecting four (4)
components as shown below:

The statement of profit or loss and other

Advertising,
printing,

stationery and

photocopying

208,971 17 t ,721

These ledgers

disadvantageo

usly provided

during auiit.

However,

corrected

ledgers

tallying with

financial

statements

were provided

together with

were

Resolve

d
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T

In the circumstances, the accuracy and
completeness of the statement of profit and Ioss dnd
other comprehensive income cannot be confirmed.

mp
tatin

and o ther co re eh sn ve ncome rh su overs o
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for audit thus it was not possible to
ascertain how the customers were billed.

In the circumstances, the accuracy and
completeness of sales revenue of Kshs.2L,347,420
for the year ended 30 June, 2020 could not be
confi rmed.

provided

€rni

1.2.5 fferences behveen Financial Statement andDi

Ledger Balances

Item Financial
Statements

(Kshs)

G eneral

Ledger
(Kshs)

Staff costs 8,829,329 I 1,500,495

e statement of profit or loss and other
comprehensive income and notel2 to the financial
statements reflects administration costs amounting
to Kshs.l4,7l1,288. Review of the general ledger
and the schedules provided in support revealed
variances of Kshs.1,841,317 affecting four (4)
components as shown below:

Th

Advertising,
printing,

stationery and
photocopying

208,97 | 171 ,121

These ledgers

disadvantageo

usly provided

during

audit.However,
r$l

corrected

ledgers

tallying with

financial

statements
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together with

were
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t

scriptioSu

ns

0 100,000 ( r 00,000)

ex nses

Motor
vehicle

1,394,147 755,549 63 8,s98

Honoraria 2s4,000 0 254,000
Total 10,,686,,447 12,527,765 (1,8,11,317)

xplanation or reconciliation was provided for the

Consequently, the accuracy of the administrative
costs balance of Kshs. 14,711,288 reflected in the
statement of profit or loss and other comprehensive
income could not be ascertained.

No
vanances

2.1) Property, Plant and Equipment

The statement of financial position reflects Property,
Plant & Equipment balance of Kshs.9,93 1,343 and as

disclosed under note 19. However, this amount
dillered from amounts confirmed from the summary
of the fixed asset register. In addition, management
did not provide for audit a fixed asset register
showing details such as; the date of acquisition, cost,
location and condition of the assets. Further, it was
noted that most assets had been depreciated to
egative balances which is incorrect and revaluation
hould have been done on fully depreciated assets

ill in use. In addition, the depreciation charge of
shs3,814,996 shown under note l5
luded in the statement of profit and loss and othernc

was not

We agree with

the audi'tor on

this issue, we

tabled this

issue to the

board who

gave us a

thumbs up to

involve a. 
",..

valuer. We will

give out the
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included in the statement of profit and loss and

other comprehensive income.

In view of the above, the accuracy, fair statement

and validity of the Property, Plant & Equiplment

balance of Kshs.9,963,045 could not be confirmed.

the report

when its ready

3.0 Staff Costs

Note 12(a) on administration costs reflects
Kshs.8,829,329 in respect to staff costs. However,
analysis of the payroll for the twelve months gave a
total of Kshs.9,429,012 resulting to unexplained
difference of Kshs. 5 99,683.

In the circumstances, the accuracy of staff costs

reflected in the financial statements of
Kshs.8,829,329 could not be confirmed

($'\

4.0 Cash and Bank Balances

The statement of financial position reflects bank

and cash balances ofKshs.55,380 and as disclosed

in note 30 to the financial statements which

comprised of Kshs.l1l, Kshs.41,553 and

Kshs.13,7l5 for expenditure, revenue and deposit

bank account balances respectively

However, it was noted that the company did not
maintain separate cashbooks for each of the three
bank accounts and no separate bank reconciliations
were prepared. In addition, certificates of bank

l.The

accountant

took note and

has since bBn

preparing

separate

cashbooks for

all the

accounts.
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ces and board of survey report were not
vided for audit verifications. Further, it was

d that the customers make payments through
pesa platform but Mpesa statements. were not

ded for audit and the balances in Mpesa

unts were not disclosed in the financial
statements.

In the circumstances, it has not been possible to
confirm, the accuracy and completeness of the cash

and bank balance of Kshs.55,380 as at 30 June,

2020.

o

the

pro

2.Banks

certificates

have been

provided in

subsequent

audits

3.Both bank

statementShd

mpesa

statements

have been

provided in

subsequent

audits

and Other Receivables

trade receivables totalling Kshs. 1,500,000 or about

3% ofthe balance which had been outstanding for
0 days. Consequently, the adequacy of the

0,000 provision for bad and doubtful debts

The aging
analysis
provided for
audit shovga
provision of
l0% for trade
and other
receivables
outstanding
over 120 days

This has since
been corrected

resolve

d
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could not be determined. In addition, management
did not demonstrate any tangible efforts towards
recovery ofthe long outstanding debts.

Further. it was noted that the ageing' analysis
disclosed under note 27 (b) has gross receivables
totalling Kshs.2,094,041 which exceeds the
Kshs.2,044,041 reflected in note 27(a) by
Kshs.50,000. The variance was neither reconciled
nor explained.

The statement of financial position reflects trade
and other receivables of Kshs.2,044,041 and
Kshs.1,944,041 for 2019/2020 and 2018/2019
respectively. However, note 27(a) reflects balances

of Kshs.894,04l and Kshs.1,794,041 respectively
on the same account.

In the circumstances, the accuracy, fair statement

and recoverability oftrade and other receivables

valued at Kshs.1,894,041 could not be confirmed.

in the financial
statements in
fy 2020-2021

€'r.i

6.0 Unaccounted for Customers' Deposits

The statement of financial position reflects a

balance ofKshs. 15,533,608 in respect to current

liabilities which includes customers' deposits

balance of Kshs.8, I 07 ,265 as disclosed under note

37 to the financial statements. However, the

respective bank account for customer deposits A/c

No.0390290558218 maintained with Equity Bank

There was a
castins error" €rl
on customers
deposits.
This has since

been corrected

through the

retained

Resolve

d
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which implies that customers, deposits

totalingKshs. 8,093,549 could not be accounted for.
In addition,'ledgers and schedules in suptricirt of
customers' deposit balance were not provided for
audit.

Consequently, it has not been possible to confirm
the fair statement and accountability of the

customers' deposits and the ability of the company

to make refunds to the customers as and when they
are demanded.

had a Kshs. 13,715 balance as at30 June,2020 earnrngs ln

financial year

2020-

2021,Conecte

d ledgers were

provided

together with

the

managemdlf

letter

7.0 Un-Disclosed MaterialUncertainty Related to
Going Concern

comprehensive income shows total realized, revenue
for the year of Kshs.20,g09,579 which was a
decline from the Kshs.24,204,959 reported in the
prior year. Further, the operations of the company
for the year resulted to a net loss ofKshs.4S+,ggl. ln
addition, the financial position
liabilities of Kshs.15,533,608
current assets totalling Kshs.5,3g3,g47
Kshs.10,149,761 implying

hese factors are indicative that the Company is
cing financial difficulties which ma

of profit or loss and other

y negatively

by

chnically insolvent

The staternent

reflects current
which exceeds

that the company ls

tl
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impact on the its continued operations and casts

significant doubt on its ability to continue as a
going concern. This matter has not been disclosed

in the financial statements and the measures in
place to reverse the negative trend.

Consequently, it has not been possible to ascertain

the company's ability to sustain its operations in the

foreseeable future and the appropriateness ofuse of

the going concern basis of rep.orting

8.0 Budget and Budgetary Performance

The statement of comparison of budget and actual

amounts reflects budgeted revenue and actual

amount on comparable basis of Kshs. 22,800,000

and Ksh. 23,217,920 respectively. However, actual

revenue reflected in the statement has not been

netted off alainst the cost of sales of Kshs.

2,408,341 and the correct amount for actual amount

on comparable basis is Kshs. 20,809,579. This

implies that there was a Kshs. 1,990,421 shortfall in

revenue realization during the year equivalent to

9%o of the budget.

Similarly, the statement reflects budgeted

expenditure and actual amount on comparable basis

of Kshs. 19,222,315 and Kshs. 18,953,579
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ectively with a resultant under-expenditure of

268,735. However, the statement of profit or

and other comprehensive income reflects actual

expendittrre for the year of Kshs. 21,264,462 which

implies that the expenditure for the year is

understated in the statement of comparison of

budget and actual amounts. Actual under

expenditure for the year was Kshs. 2,042,147 or

about I 1o/o of the budget.

Failure to realize the budgeted revenue and the

related under-expenditure implies that some of the

planned activities and programmes for the company

were not undertaken thus denying the associated

benefits to the targeted community.

los

K

($'i

9.0 Revenue WatcrN II

iew of available records revealed that the
y produced 278,463 cubic meters 1Vt3; of

Water Services Regulatory (WASREB) guidelines

, the high level of NRW negatively affects
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the company's financial soundness and its
continued operations.

To this extent, the Company is in breach of the law.

10.0 Irregular Procurement of Security Services

Note l2(a) on administration costs shows a figure
of Kshs. 662,600 in respect to security expenses.

However, management did not provide evidence on
how security services were procured. Further,

review of a contract between the Company and the
security services provided show that the contract
period has no limit and can be renewed indefinitely.
In addition, although the signed contract agreement

provided for for.rr (4) security guards daily (l
security guard during the day and three during the
night), no evidence was provided for audit
verification to confirm that the four security guards

were deployed to the Company throughout the year.

Further, management did not provide documents in
support ofthe security services expenditure such as

the payment vouchers and invoices for audit.

Consequentiy, it has not been possible to confirm
the regularity of procurement of security services
and the validity and value for money from the Kshs.

662,600 paid.

el

,5L l,

I1.0 Un-clear Orvnership of the Company

The background information to financial statements

indicate that the Company is fully owned by County
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Government of Machakos. According to the

Memorandum and Articles of Association
reviewed, the Company was initially owned by
Town Council of Matuu, but this changed upon

enactment of Water Act, 2016 which placed

ownership of the Company under the County
Govemment of Machakos. Further, unconfirmed
minutes of an Annual General Meeting (AGM) held
on 26 June, 2015 indicates that board members

resolved that the shares formerly held by the Town
Council of Matuu be transferred to the County

Govemment of Machakos, but there was no

evidence to show that this has been done.

In the circumstances, it has not been possible to
confirm the ownership status of the Company and it
is in compliance with Section 154 of Water Act
2016.

.€bi

Failure to Appoint Board Members Through a

Competitiv'e Process

The Board members the water Company were

appointed by the Governor of County Govemment

of Machakos on 7 September, 2018 through gazette

notice No.9030. However, there is no evidence to
show that a competitive process was followed as

required under section 2(2) of schedule I of water

Act of 2016. Further, it was not possible to
ascertain if the members appointed had attained the

required level ofeducation and experience.

Y
A
l'
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a

To this extent, the Company was in breach of the
law.

$,i

13.0 pproved fIR policy DocumentsLack ofA

implementing key human
resource policy documents which had not been
approved by the Board as follows:

. Scheme of service

. Staff establishment
o Organogram
o Grading structure
o Human Resource Manual

Consequently, it has not been possible to ascertain
the lawfulness of the human resource decisions
made over the years such as, recruitment,

remuneration, staff disciplinary actions and
progression

Audit revealed that the water Company was
operating with and These policies

have been

approved by

the board.The

mrnutes on the
s;

same have

been provided

together with

the

management

responses

Resolve

d

14.0 unction and CommittceLack of Internal Audit F

contrary to the requirements of Section 155 of the
Public Finance Management Act, 2012 which
requires every county government entity to have

anyal de tha th C llto d ltoes op veha II
an ln rnal t-la tdi cfun oti t-l nor conlnt ttee

rnal audit function for
arrangement in place for inte

There is a an

audit and risk
€bi

committee
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management operations and internal controls

the purpose of carrying out in depth reviews of
qLi

I
Technology Policy

Lack of Informati on Communication

rwealed that there the only one IT system deployed

for water billing while all other key areas such as;

assets management, human resource, procurement

and finance were in form of manual records.

Further, it was noted that the water company did not
have in place an approved ICT policy to guide on
management of IT assets in matters such as; data,

ownership, confidentiality, integrity, backup and

access and control over IT assets.

Cornequently, the company is exposed to errors in
prooessing and loss of data due to failure to

automate key operational areas and for lack ofan

Review of tfre Company' s ICT environment

ICT policy

The company

now has in

place an

approved ICT

policy

'S!,i

Resolve

d

16.0 Lack of Risk M

Recovery Plan

anagement Policy and Disaster

management

This is con

policy and a disaster recovery plan.
trary to the provisions of Section

The Company does not have an approved risk The compfr$

has an

Resolve

d
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655(3)(a)(ii) of the Company's Act, 2015 which
requires companies to give a description of
principal risks and uncertainties facing their
operations and Section 158(l)(a) and (b) of the
Public Finance Management (County Government)
Regulations 2015, which requires the Accounting
Officer to ensure that the entity develops risk
management strategies which include fraud
prevention mechanisms and develop a system of
risk management and intemal control that builds
robust business operations.

Consequently, the Company lacks a blue print for
identifying, and mitigating against risks and is

exposed to interruption of services in case of
disasters.

approved risk

and disast$i

recovery

policy

,.!.:

Guidance Notes: 
;l

(D Use the same reference numbers as contained in the external audit report.

(ii) Obtain the "Issue/Observation" and "management comments", required above, from final

external audit report that is signed by Management.

(iii) Indicate the status of "Resolved" or "Not Resolved" by the date of submitting this report.

Narne

Signature

Managing Director

Date.......L.1.\n lZ.z
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P

A dix II: Projccts Implemented bytheCompany
ts

P s implemented by the Company Funded by development partners

Sta f Projects completion

(su ise the status of project completion at the end of the reporting period,i.e., total costs

tncu stage which the project is etc.)

I

2

2

3
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Appendix III- Inter-Entity Confirmation Letter

IIns ert y o ur LetterheadJ

[Insert name of beneficiary entityJ
finsert Addressl .

The Machakos County Governnrcnt wishes to confirm the amounts disbursed to you as at 30s June 2023 asindicated in the table below. please
::ff:3fiJf"",T:JJ;1$"HTlJ:.1ff il',f*" 

u'ou't' vou received and popurate corumn r in ,r,*uur. berow. please sign and stamp this

Reference
Number

Date
Disbursed

Recurrent (A) Development (B) Inter-
Ministerial

(c)

Total
(D)=(A+B+C)

Amount Received
by Ibeneficiary

enriryl
(KShs) as at 30th

lune 2023
June 30.2023

Differences
(KShs)

(F)=(D-E)
318,652

318,6s2 318,652

Total

.,.N1.1.*,rr;Da tc
Z.

fi

9.M a^ M r.N.

eaH od f A ltcco n ta Il ts cd r ctnr tn fo ebpa en ct :l

aN cnl
S

correct as ofthe date indicated

ry entity:

.t

In confirm that the amounts shown above are

85
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I Appendix VI: llecording of Transfers from Other Government Entities

Ministry/County
department of Water Recurrerrt
Ministry/County
Department of water Development

Donor Fund

Direct Payment

Total

Name of lhe
(lou ntr /Il [)..{/I)onor

Transfcrri ng thc
funds

l)alr:
rcccivcrl

as pcr
baok

st:rtcment
Nalrrre: RccurrenU

Developmc nUOthcrs

Tot:rl
Amount
- K[:S

,

Othcrs
- nr lrst

be

specific

Total
Transfers

d u ring
thc Ycar'

\Yhere Recorded/recogn izcd

Receivablcs

I

Fund
Dcl'crred
Incom c

Statcmrnt of
Co m prelrcnsivc

inconre
tapita

USAID
name of

Development
partner/County

department etc.
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Appendix V: Reporting Disaster Management Expenditure

(Attach forms from each transferring Goyernment entity.)

?6'N
,,,

Column I Column II Column
III

Coiumn IV Column V Column
VI

Column
VII

Programme Sub-
programme

Disaster
Type

Category of disaster related Activity that
require expenditure reporting

se/recovery/miti gation/preparedness)IES on

Expenditure
item

Amount
(Kshs.)

Comments
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Appendix VI: vernm

?

t of Water

Ministry/C ountydepartmen

Recurrent
M inistry/County

Development
USAID

Donor Fund
name of Developmeni
partner/County department
etc.

Direct Payment

Total

a
,t,
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