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1. Acronyms and Glossary of Terms

Provide Acronyms and glossary of terms that appear in this annual report and financial statements.

ICPAK Institute of Certified Public Accountants of Kenya
IFRS International Financial Reporting Standards

MD Managing Director

PFM Public Financial Management

PSASB Public Sector Accounting Standards Board
WASREB W ater Services Regulatory Board
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2. Key Entity Information

Backgri und information

| Water company Ltd (YAWASCO) was established by the Act of Parliament CAP 387, on
July 2'7,‘ 006. At County level, the Company is represented by the County Executive Member
responsible for water and sanitation, who together with the board of Directors are responsible for the
general policy and strategic direction of the Company. The Company is domiciled in Kenya and has

its head bffice located at Matuu, Yatta Sub County.

Principal Activities

To provide sufficient, quality affordable and sustainable water and sewerage services within
YAWASCO area of jurisdiction in an efficient and environmentally friendly manner.

Directors

The Diréctors who served the entity during the year/period were as follows:

1.  Mr. Albanus Muthama - Chairman - Appointed on October 2021 |
2. Mr. Augustus Mboya -Managing Director -Appointed on 1% July 2016

3. Mr Stephen Mbondo - Member - Appointed on October 2016
4. Mr Julius Kisilu -Member -Appointed on October 2021

5. Mis Margaret Mwamisi -Member -Appointed on October 2021
6.  Mis Antonillar Wambua -Member -Appointed on October 2021
7. Mis Beth Kioko -Member -Appointed on October 2021

8. MI Stephen Ndwiki -Member _Appointed on October 2021
D,

Mt Joseph Muli -Member - Left on February 2022
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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 58-90119
Matuu, Kenya

Independent Auditor

Auditor General

The Office of the Auditor General
Anniversary Towers, University Way
P.O. Box 30084 GPO 00100

Nairobi, Kenya

Principal Legal Advisers

The Attorney General

State Law Office, Harambee Avenue
P.O. Box 40112
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3. The Board of Directors

Albanus Muthama

Age: 56 years

Profession/Academic qualifications
e Degree in Engineering from Kenyatta

university

Work experience
e Businessman

Position Held
Chairman of the Board

Executive Director

Augustus Mboya

Age: 35 years
Profession/Academic qualifications
e Master of Arts in Economics
e Bachelor of Economics and Finance

e CPA(K)

Work experience
¢ Internship KCB Machakos
e Internship-Kitui water and sanitation
e Managing Director-YAWASCO

Position Held
Managing Director/Secretary to the Board

Age: 64 years
Profession/Academic c'iualifications
e Degree in Public Administration from
University of Nairobi "
Work Experience
e Former Clerk at Machakos Municipal
Council _
e Farmer and Businessman
Position Held
-Chairman -Finance and Administration
Committee
-Member-Technical and project committee

Executive Member
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Julius Kisilu

D.O.B: 54 years
Profession/Academic qualifications:

e Degree in bachelor of commerce
Work Experience

e Businessman

e Farmer

Position Held

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

Executive Member

Beth Kioko

Age: 66 years

Profession/Academic qualifications:
e Diploma in Education

Work Experience
e Retired teacher
e Businesswoman

Position Held
e Member-Finance and Administration
committee
Member-Technical and Project committee

Executive Member

Age: 55 years
Profession/Academic qualifications:
e Diploma in Education

Work Experience
e Retired Cabin Crew at JKIA
e [armer
Position Held
e Chairman-Technical and Project
committee
Member-Finance and Administration Committee

Executive Member
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Antonillar Wambua

Age: 56 years
Profession/Academic qualifications:
Diploma in Education
Work Experience
e Retired teacher
e Businesswoman
[ ]
Position held
Member-Technical and Project committee
Member-Audit and Risk assessment committee

Executive Member

Stephen Ndwiki

Age:57 Years
Profession/Academic qualifications:
e Water Engineer from the University of
Nairobi p
Work Experience
‘s Water Engineer at Machakos County
Government

Executive Director

Age: 50years
Profession/Academic qualifications:
e Degree in Business Leadership from Scott
Christian University
Work Experience
e Former MCA, Ndithini Ward
e Businessman
Position Held
Member-Technical and Project Committee
Member-Audit and Risk assessment committee

Executive Member
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Antony mulekyo

Professional/Academic qualification
e LLB
e Diploma in law KSL

e Member ICPSK
Position Held

e Company Secretary
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agement Team

Position- Managing Director

Profession/Academic qualifications:
e Master of Arts in Economics
e Bachelor of Economics and Finance
o CPA(K)

Position- Commercial Manager

Profession/Academic qualification:

e Degree in Business Management (Procurement
Option

Position-Technical manager

Profession/Academic qualification:
« Diploma in Water Engineering

Position-Accountant
Profession/Academic qualification:
e Degree in Bachelor of Commerce (Finance
Option) 4
e CPA(K)
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Mulekyo & Mulekyo Co Advocates

Professional/Ac¢ademic qualification
e LILB
e Diploma in law KSL
e Member ICPSK

Position Held
e Company Secretary

I e T
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5.Chairman’s Statement

ion that we have laid over time embracing our vision to be leading water utility in Kenya,

we also faced power disconnection resulting to reduced revenue. We experience shortage of
ading the company to purchase. The cost of chemicals went slightly lower because of
donatian received from the county government and the water levels not consistent through the period
since we experienced some shortages.

Finan:lal Overview: The performance during the period was average compared to the previous year.
The petformance is mainly attributed to the high loss of water hence un-accounted for water (UFW).
This|is/due to dilapidation of the water lines which have been in use since when the company started
operatins. 'We submitted an application to Trust fund for the rehabilitation of the Ikombe water
scheme for support in the promotion of water connection at Ikombe and its environs. We also have

NYS MATUU last mile connectivity which is ongoing and is believed after its completion, it will

incregase our customer base hence increased revenue.

The company revenue base slightly improved during the year. The water pump in use has small
pumping capacity and our customer base is increasing hence all the customers cant access to our
services. However, this is expected to rise in next years by connecting new customers, attending to
leaks and bursts and removing of illegal connections and acquiring a new water pump with a bigger
capadity due to increase of our customer base. For the corporate responsibility the company is more
than a business that has served the community since 2007.0ur policy brings together the ways in
which the company ensures. at corporate level. that its activities are carried out ethnically, sustainably
and for the public benefit.

During the period. the company was involved in a number of initiatives which have benefited the
surrounding community. The initiatives are in line with the right to water and sanitation as enshrined
in Chapter 4(41&43) Kenya Constitution-The Bill of Rights. Our initiatives are focussed on the
environment, good business and ethical labour practices. The company is committed to being a good
employer and contributes positively to the creation of employment in the country and Machakos

County. As lan employer the company is committed to ensuring that all the employees are fully

X1l
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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 wiﬁch
will provide earning during the retirement period. In addition, the company has a medical cover
(NHIF) 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 concern 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 with 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 21st 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.] 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 2022/2023 financial year. Therefore, the Management and the
staff of YAWASCO, let us practice our core values of customer focus, professionalism, teamwérk,
integrity, innovation and creativity to the delight of our customers so as t(; 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.

CHA1RMAN.Zm.ydk(mﬁ....7&.[.&3.53@

Xiil
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6.Report of the Managing Director

There was slight improvement during the year despite the many challenges here and there but majorly
the mdin challenge was inadequate rainfall and massive power disconnection. The Company relies on
the Yatta Water Canal as its main source of water and during the month of February and March the
canal jand the earth dam dried completely. Also unpaid electricity expenses led to power
disconnection leading the company to pump water using the generator hence high cost of fuel.
Secondly, there were also cases of water pipes being destroyed especially when roads are being
repaired which made our repair costs to rise hence wastage of water raising our Non-Revenue Water
(NRW).Although repairs has been done, the company has problems with the water systems as they
are old and dilapidated leading to massive leakages There was also an issue of de-silting of our intake
which was causing low flow of water to the canal. We also have experienced theft and vandalism of
chain links and concrete blocks around our earth dam by the surrounding community due to
increased sale of scrap metals.

We haye huge outstanding debts which have proved futile for the company to collect. This due to

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

customers are adamant ,hostile and arrogant to our meter reader team.

We have a project funded by the National government and AFDB which intends to collect water from
the source (Thika river) which assures us of yearly supply of water to our customers without
worrying of drought. This will ensure we continue supplying clean and treated water and increase
water coverage hence increased sales

In future we also intend to expound our water harvesting activities and have more sources of water
like drilling of boreholes and constructing more earth dams. We plan to clean the canal intake once a
year to| solve the issue of de-silting. We plan to have regular inspection of our pipes to curb
unnegessary spillage. We are also under the approval of the board going to involve the services of a

debt collector to be able to collect outstanding debts.

MANAGING DIRECTOR....fS}¢ «qﬁ"uSN‘f%aa SIGN: ... Y2
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7.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 - 2022/2023. These strategic pillars are as follows:

Pillar 1: 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 2022/2023 period for its 4 strategic pillars, as indicated in the~

diagram below:

Pillar 1:

To

Timely collection of

Increased Water
sales

— Improvement
in collection

Increase increase revenue and billing of
revenue our sales customers ’ efficiency
Increased water customers
Increased water production
Pillar 2: Good Less customer complaints Good customer | — Good
Increase customer and positive feedback care service customer
customer relations Prompt handling of Implement an relations
satisfaction customer issues effective
Increased customer/ feedback
stakeholder participation mechanism for
customers
Enhance
collaborations
between
customers and
stakeholders
Pillar 3: To reduce Reduced NRW Implementation | — Current at
Management | NRW Block maps of GIS 35%
of Non- Reduction in response time Use of
Revenue to bursts technology-
Water (NRW) Increased stakeholder “based meters
involvement in management Continuous
of NRW maintenance of
Reduced water bursts and water
leakages infrastructure
Effective NRW unit
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‘L:ent of Performance Against Predetermined Objectives for FY 2022/2023
(CONTINUED)

Staff, customer
and community
sensitization
—  Strengthen
NRW unit to
enhance
enforcement
— Benchmarking
with industry
standards

Pillar 4; To attract — High productivity — Ensure optimal | — Job Evaluation
Enhange and retain — Improved staff being done
insti}tuﬁ@onal qualified performance complement
capacit staff — Increased staff — Enhance staff
|| motivation and training
productivity — Performance
management
and reward

To increase | __ Timely collection of | — Improve — Collection
funding to revenue revenue efficiency is
YAWASCO | _ Adequate financial collection much
planning efficiency enhanced
— Enhance
effective and
‘ efficient
financial
management
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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 governance requires that the Board of
Directors must govern 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 of the Company on a daily basis.
The Directors and Management of YAWASCO regard corporate governance as vital to the successes
of the company and are committed to ensuring that good corporate governance 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.

Xvil
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9.1 M?nagement Discussion and Analysis

Yatta (Water Services Company Limited (YAWASCO) is a limited liability company which was

incorp dwat:éd in line with reforms in the water sector as enshrined in the Water Act 2016. The
. : ; '

Compla‘ny is owned fully by Machakos County Government and is mandated to provide water

services within Yatta Sub-County in Machakos County.

FinTn
The C

ial Performance

‘mpgny"s performance slightly improved during the year ended from a loss before tax of Kshs.
5,531,327 to a loss before tax of Kshs.1,196,799

The t moi/er increased from Kshs. 22,154,723 to Kshs. 27,952,272 during the financial year
)23 representing a rise of 26%. The operating expenses for the year ended was KShs
294674723 (2021/2022 — Kshs.38,585,282).

Although t ere has been an involvement of a debt collector, the collection of trade receivables has
been difficult as a result of adamant customers and during the year ended trade receivables increased

to Kshs. 28,725,987 from KShs 19,569,865 in the prior year.

REVENUE VS EXPENSES ANALYSIS FOR THE LAST 3 YEARS-
| (2020-2021,2021-2022 and 2022-2023 )

90,030,#00 {
80,000,800 |
70,000,800 |

60,000,800 |
50,000,400 i
40,000,000 |
30,000,000 | |
20,000,000

10,000,000 |

fy 2020-2021 fy2021-2022 fy2022-2023

®revenue M grants operating expenses
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OPERATING REVENUE fy 2022-2023

= metering = canal billing = kiosk sales = bowser = dtf = new connections

Expenses fy 2022-2023

= staff costs » Gen and operating expesnses = Board expenses = Maintenance expenses

Xix
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Comﬂliancc with Statutory Requirements

YAWASCO has strived to meet its statutory obligations. These include providing regular operational

and tItnancial reports, monitoring and evaluation reports and regulatory fee submission to the Water

Serv

ites Regulator Board (WASREB). YAWASCO also reports to the Water Resource Management

Authgrity (WARMA) and pays abstraction fees. YAWASCO also reports to the County Government
of Mjchakos (the owner).

YAW

LEV

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

forgetting pension service providers as directed by employees.

The
The

in 2012

Maijc

The

maon

cbmpany has also continuously met its financial obligations as and when they fall due.

company is using an expired tariff which was gazetted in November 2010 and has since expired

or risks facing the company includes

— |Lack of constant water supply contributed by poor and inadequate rains. The current water
supply from the Yatta Canal and the earth dam cannot meet the demand from the customer
— The Company is currently operating using the rural tariff. 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%. However, upgrade of water main lines and reduced response time
to pipe bursts will bring it down to industry standards of 25%.

— Huge power expenses leading to power disconnections every now and then leading to loss
of revenue.

Company is putting in place the right mechanisms to counter the challenges it’s facing at the

ﬂfnt and in the foreseeable future.
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10.Environmental and Sustainability Reporting

i) 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.

i)  Environmental performance
The Company currently has a Decentralized Treatment Facility (DTF) for waste, whose design does
not contribute to pollution of the environment and has no smell thus ensuring that the environment is -
clean. ’

i) Employee welfare

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

(WIBA).

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 services.

a)  Responsible competition practice.
YAWASCO is a corruption free zone and has cultivated a culture of integrity within its employee

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

WASREB.

XX1
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: J b) Responsible Supply chain and supplier relations

YAWASCO ensures there is prompt communication to our suppliers whenever there are challenges
go make payments

‘ f) Responsible marketing and advertisement

|

YAWA‘\SCO uses local stations to ai water issues to our customers. We plan to create a website and
facebook page in the future so that we can reach more people

él) Product stewardship
The qu pany ensures high levels of water quality supplied by conducting monthly water quality

tests to emsure consumers are supplied with clean water to safeguard their health
|

e) Corporate Social Responsibility

YAWAS O advocates for community wellbeing. Therefore, the Company has been in the forefront
to provide free clean and adequate water to the community through the kiosk outlets managed by the
community in Masewani, Kivandini, Kasarani, Kwa Usau and Sofia areas and children homes within

Matuu to
Whenever there are outbreaks like cholera, the company supplies free water through water bowzer to

schools and community tanks.

We also Supply water treatment chemicals to secondary schools within Matuu town upon request.

XXl
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11.Report Of the Directors

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

June 30, 2023 which show the state of the company’s affairs.

i) Principal activities
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.

ii) Results

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

of the profit or loss made during the year.

-

2022/2023 2021/2022
Kshs Kshs
Loss for the year 1,196,799 5,531,327

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

229 of the Constitution of Kenya and the Public Audit Act 2015.

By Order of the Board .

Name
Company Secretary/Secretary to the Board
Date:
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Annual

"
12. Statelent Of Directors’ Responsibilities
|

Sectiorﬁi 1
Directoirsf

54 of the Public Finance Management Act, 2012 and companies Act 2015 require the

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

give a ﬁ‘ru'# and fair view of the state of affairs of the Company at the end of the financial year and the

operating
Compe#lny
positioh '
Company.

The Dir
statemen
of the!fi

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

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

ctors are responsible for the preparation and presentation of the Company financial

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

ncial year ended on June 30, 2023. This responsibility includes: (i)Maintaining adequate

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

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

at any til
controls
they &re
of thjef

ne the financial position of the entity; (iii)Designing, implementing and maintaining internal
relevant to the preparation and fair presentation of the financial statements, and ensuring that

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

Company; (v)selecting and applying appropriate accounting policies; and (vi)Making

accodndng estimates that are reasonable in the circumstances.

The Dife
appropr
conf&;rn

PFM Agt,

ctors responsibility for the Company financial statements, which have been prepared using
jate accounting policies supported by reasonable and prudent judgements and estimates, in

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

2012, water act 2016 and companies Act 2015
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Statement Of Directors’ Responsibilities (Continued)

e B

The Directors are of the opinion that the Company’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 the adequacy of the systems of internal financial control.

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

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

Approval of the financial statements

The company financial statements were approved by the Board on 2K ) 9 ) 2023 and

signed on its behalf by:

ML% L“,hl‘?mé ?!?"3‘"4'{’.‘).55‘4‘@( . PEEE "
Name — D ~ . Name

Chairperson of the Board Managing Direct(;r
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| Telephone: +£54-(2o) 3214000 HEADQUARTERS
| E-mail: infd@bagkenya.go.ke Anniversary Towers
| Website: www.oagkenya.go.ke

Monrovia Street
OFFICE OF THE AUDITOR-GENERAL P.0. Box 30084-00100

Enhancing Accountability NAIROBI

\ RE RT OF THE AUDITOR-GENERAL ON YATTA WATER SERVICES COMPANY
| LIMITED FOR THE YEAR ENDED 30 JUNE, 2023

~ PREAMBLE

‘ | draw your attention to the contents of my report which is in three parts:

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

ccounting standards and the relevant laws and regulations that have a direct effect
n the financial statements.

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

Sovernment achieves value for money and that such funds are applied for the
tended purpose.

eport on the Effectiveness of Internal Controls, Risk Management and Governance
hich considers how the entity has instituted checks and balances to guide internal
erations. This responds to the effectiveness of the governance structure, risk
| anagement environment and internal controls, developed and implemented by

, those charged with governance for orderly, efficient and effective operations of the
1 entity.

| An unmaodified opinion does not necessarily mean that an entity has complied with all
|‘ relevant laws and regulations and that its internal controls, risk management and

| governance systems are properly designed and were working effectively in the financial
| year under review.

'\ The
1 resp
. Public
the r

three parts of the report are aimed at addressing the statutory roles and
sibilities of the Auditor-General as provided by Article 229 of the Constitution, the
inance Management Act, 2012 and the Public Audit Act, 2015. The three parts of
ort when read together constitute the report of the Auditor-General.

| REPORT ON THE FINANCIAL STATEMENTS
‘ Qualified Opinion

1 | have audited the accompanying financial statements of Yatta Water Services Company
. Limited

set out on pages 1 to 83, which comprise of the statement of financial position as
\ |

“ Report of the Auditor-General on Yatta Water Services Company Limited for the year ended 30 June, 2023




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

In my opinion, 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 International Financial Reporting Standards (IFRS) and comply with
the Water Act, 2016, the County Governments Act, 2012, the Companies Act, 2015 and
the Public Financial Management Act, 2012.

Basis for Qualified Opinion
1.  Anomalies in the Customers Deposits Balance

The statement of financial position reflects refundable deposits 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.

In 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

The statement of profit or loss and other comprehensive income reflects loss before
taxation of Kshs.1,196,799 (2021/2022-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. In 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.

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

Report of the Auditor-General on Yatta Water Services Company Limited for the year ended 30 June, 2023
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The audit was conducted in accordance with the International Standards for Supreme
Audit Institutions (ISSAIls). | am independent of the Yatta Water Services Company
lelte(i Management in accordance with ISSAI 130 on the Code of Ethics. | 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. |
believe that the audit evidence | have obtained is sufficient and appropriate to provide a
basis for my qualified opinion.

Emphasis of Matter
Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects final revenue budget
and actual 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 10% of the budget.

In thé circumstances, the underperformance affected the planned activities and may have
impacted negatively on service delivery to the residents of Matuu.

My apinion is not modified in respect of this matter.
Key Audit Matters

Key laudit matters are those matters that, in my professional judgement, are of most
S|gnif|cance in the audit of the financial statements. There were no key audit matters to
repart in the year under review.

Other Matter
Unresolved Prior Year Matters

In t_he 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 Internal Controls, Risk Management and Governance which have remained unresolved
as at 30 June, 2023.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

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

Report of the Auditor-General on Yatta Water Services Company Limited for the year ended 30 June, 2023
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Basis for Conclusion

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.

In 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 operating
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 330,827m?* of water, out of which only 214,937m? or 65% 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 25% 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.

In 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.

In the circumstances, Management was in breach of the law.
4. Irregularities in the Procurement Process

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

i.  The Company did not have an approved annual procurement plan detailing all the
items and services to be procured during the year.
ii.  Management did not provide a list of prequalified suppliers for review.

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

Report of the Auditor-General on Yatta Water Services Company Limited for the year ended 30 June, 2023
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iv. | Records to confirm appointment of staff members to various procurement
committees by the Accounting Officer were not provided.

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

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

vii. ' Inspection reports for goods and services supplied and copies of receipt vouchers
(S813) to confirm that purchased goods were taken on charge were not provided for
audit verification.

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
procurement processes.

In 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
community in the County. This is contrary to the provisions of Section 7(1) and (2) of
the National Cohesion and Integration 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.

In 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
pro‘turing entity shall prepare a procurement plan for each financial year as part of the
annual budget preparation process.

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

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

Report of the Auditor-General on Yatta Water Services Company Limited for the year ended 30 June, 2023
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audit evidence | 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

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 Internal Controls, Risk Management and Governance section of my
report, | 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.

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.

In 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. In 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.

In 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-General on Yatta Water Services Company Limited for the year ended 30 June, 2023
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The audit was conducted in accordance with the International Standards for Supreme
Audit Institutions (ISSAIs) 2315 and 2330. The Standards require that | plan and perform
the dudit to obtain assurance about whether effective processes and systems of internal
controls, risk management and overall governance were operating effectively, in all
material respects. | believe that the audit evidence | have obtained is sufficient and
appropriate to provide a basis for my conclusion.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS
As required by Companies Act, 2015 | report based on my audit, that:

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

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

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

Responsibilities of Management and the Board of Directors

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

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

Mar‘agement is also responsible for the submission of the financial statements to the
Auditor-General in accordance with the provisions of Section 47 of the Public Audit Act,
2015.

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

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

Repart of the Auditor-General on Yatta Water Services Company Limited for 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 Responsibilities for the Audit

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditor’s report that includes my opinion in accordance with the provisions
of Section 48 of the Public Audit Act, 2015 and submit the audit report in compliance with
Article 229(7) of the Constitution. Reasonable assurance is a high level of assurance, but
is not a guarantee that an audit conducted in accordance with ISSAIs 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.

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

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

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

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

e Identify 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

Report of the Auditor-General on Yatta Water Services Company Limited for the year ended 30 June, 2023
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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,
prgery, intentional omissions, misrepresentations, or the override of internal control.

. W I = 2

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

‘1 am required to draw attention in the auditor’s report to the related disclosures in the
lfi ancial statements or, if such disclosures are inadequate, to modify my opinion. My
onclusions are based on the audit evidence obtained up to the date of my audit
1rpor1. However, future events or conditions may cause the Company to cease to
‘continue as a going concern or to sustain its services.

s ‘E. aluate the overall presentation, structure and content of the financial statements,
including the disclosures and whether the financial statements represent the
ur derlying transactions and events in a manner that achieves fair presentation.

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

tim

I c}n unicate with Management regarding, among other matters, the planned scope and
int

16 Aptil, 2024
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Yatta Water Services Company Ltd.
Apnual ort and Financial Statements for the year ended June 30, 2023

14. Statement (Pf Profit or Loss & Other Comprehensive Income for the Year Ended 30 June 2023.

Revenue

Operating lﬂpvepua

21952272

22,154,723

Grants Income |

318,652

10,899,232

Other Indome

O ol Q| o

Finance o

Other gainsl(

p—
[e]

Total Rev

28,270,924

33,053,955

Expenses |

Staff Costs

11

12,423,904

16,058,022

General and Operations expenses

12

12,620,005

16,142,430

Board Exp

ses

13

905,100

1,883,600

Maintenancﬂ? Expenses

14

1,089,000

2,076,765

Deprecial icﬂi and Amortization expenses

12

2,429,714

2,424,465

-
-

Finance (

16

Total Exp

S
ses

T

29,467,723

38,585,282

Profit/(Lioss) kao}e Taxation

(1,196,799)

(5,531,327)

Income T

Expense/(Credit)

17

Profit/(Loss) After Taxation

(1,196,799)

(5,531,327)

I

|

1

Earnings Per

l
Share — Basic and Diluted

18

19

Dividend p }Sh‘hrej

Other C Dlﬂ)rehemive Income

Profit/ (L is) After Taxation

Surplus Or

eﬁicit on Revaluation Of PPE

Remeasurement Of Net Defined Benefit Liability

Fair Valut ain/(Loss) On Investments In Equity .
Instrumenits Designated As At FVTOCI (Fair Value
Through Otler Comprehensive Income)

(1,196,799) (5,531,327)

Total Ca !relien;sive Income for The Year




Yatt{i ater Services Company Ltd.
1 Report and Financial Statements for the year ended June 30, 2023

15 tement Of Financial Position As at 30 June 2023

Assets
Non-current assets
Property, plant and equipment 20 2951, 717 5.319,433
Intangibld assets 21 - -
Investme t property 22 - -
Right- of suse assets 23 - -
Biological assets 24 - -
| Fixed intefest investments 25 6 =
Quoted inyestments 26 - -
Unquoted investments 27 - -
Total non-current assets 2,931,719 -5,319,433
|
Current assets
Inventories 28 1,966,102 1,831,750
Trade and peceivable 29 28,725,987 19,569,865
Tax recoverable 30 - -
Short-term deposits 31 - -
Bank and cash balances 32 28,850 5,434
Total non-¢urrent assets 30,720,939 21,410,391
Total Asse 33,652,658 26,726,049
Equity ahd|liabilities
Capital and Reserves
Ordinary share capital 33 100,000 100,000
Revaluation reserve 34 - i -
Fair value adjustment reserve k. - - ‘
Retained earnings7533216 36 (7,861,868) (6,665,069)
Capital and Reserves (7,761,868) (6,565,069)
|
Non-current liabilities
Deferred tax liability 37 - -
Borrowings | 38 - -
Lease liability 39 - -
Provisions 40 - -
il




Yatta Water Services Company Ltd.

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

Retirement benefits 41 - -
Total non-current liabilities - -
Current liabilities

Borrowings 38 - 137,329
Lease liability 39 - -
Provisions 40 596,450 596,450
Retirement benefit obligations 41 - -
Trade and other payables 42 36,671,488 28,536,184
Refundable deposits and Prepayments 43 4,146,588 4,021,588
Deferred income 44 - -
Dividends payable 45 - -
Taxation 46 - -
Total current liabilities 41,414,526 33,311,551
Total equity and liabilities 33,652,658 26,726,482

The financial statements were approved by the Board on '&5/ ’ = / 2023 and signed on its
behalf by:

Name Name

Head of Finance
ICPAK M/No:.(SE% 3

Managing Director
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16.  Statement Of Changes in Equity for the Year Ended 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) - - (5,531,327)

Capital/Development
grants received during the - - - = - - -
year

Transfer of
depreciation/amortisation
from capital fund to
retained earnings

Dividends paid — prior year - - = - " - -

Interim dividends paid —
current year

Proposed final dividends - = - = I — = =

AsatJune 30,2022 100000 = z (6,665,069) E (6,565,069)
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ter Services Company Ltd

17.

tement Of Cash Flows for The Year Ended 30 June 2023

Cash Flows from Operating Activities
Receip
Operatifig Receipts 18,290,573 17,341,662
Grants lncome 318,652 10,899,232
Finannceﬂlncome - -
Other Ingome - -
Customer Deposits 125,000 173,900
Total Receipts 18,734,225 28,414,794
|
Payme
Staff Casts 8,636,648 11,896,733
General And Operation Expenses 7,206,952 12,623,367
Board Expenses 939,100 1,849,600
Mainterknce Expenses 1,748,800 2,076,765
Finan cé‘{?osts - -
Refund Of Customer Deposits - -
Tota ments 18,531,500 28,446,465
Net Cash From/ (Used In) Operating Activities 47 202,725 (31,671)
Cash Flows from Investing Activities
Purcl a# Of‘iPrdperty, Plant And Equipment (PPE) (42,000) (52,500)
Procee(ﬂa From Disposal Of PPE - -
Purch a* Of Intangible Assets () -
Purcl}a# Of Investment Property (-) -
Purclia% Of Quoted Investments (-) -
Proce ecﬁ From Disposal of Quoted Investments - -
Net Cash From/ (Used In) Investing Activities (42,000) (52,500)
Cash Flows from Financing Activities
Proc%ecﬂa From Issues of New Share Capital - .
Procée(#) From Borrowings 35 - 137,329
Repaymient Of Borrowings 35 (137,329) (51,091)
Dividends Paid 41 ) -
Net Cash From/(Used In) Financing Activities (137,329) (86,238)
Increase/(Decrease) In Cash and Cash Equivalents 23,396 2,067
Cash And Cash Equivalents At Beginning Of Year 47 5,454 3,367
Effeats Of Foreign Exchanges Rate Fluctuations - -
Cash And Cash Equivalents At End of the Year 47 28,850 5,454




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

18. Statement Of Comparison of Budget & Actual Amounts for The Period Ended 30 June
2023

‘

Revenue Kshs Kshs Kshs Kshs Kshs %o
Operating Revenue 30,060,000 - - 30,060,000 | 27,952,272 | (2,107,728) | -7%
Non-Operating ) ) i i i )
Revenue

Grants 1,500,000 - 1,500,000 318,652 (1,181,348) | -79%
Finance Income - - - - - -
Other gains - - - - - -
Total Revenue 31,560,000 - 31,560,000 | 28,270,924 | (3,289,076) | -10%
Expenses

Staff Costs 12,294,630 - 12,294,630 | 12,423,484 128,854 | 1%
Board Expenses 1,905,540 - 1,905,540 905,100 | (1,000,440) | -52%
General and operations | 14 ¢33 019 | . | 14,823,010 | 12,620,005 | (2,203,005) | -17%
Expenses

Maintenance 2,536,820 - 2,536,820 1,089,000 | (1447,820) |[-133%
EprEClion anc . : : 2429714 | 2,429,714 | 100%
amortization

Finance cost - -

i 31,560,000 | - | 31,560,000 | 29467303 | (2,092.697) | -7%
Expenditure

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

Capital Expenditure - - - 42,000 42000 100%
Total Expenditure 31,560,000 - 31,560,000 | 29,467,303 | 3,702,561 | 11%
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gar. Statutory deductions were also remitted during the year.
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venue for the year ended decreased by 7% from a budgeted amount of KShs 31,560,000
ount of KShs 27,952,272 attributed to low water sales due to power disconnection
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ghtly increased by 0.1% from the budgeted kshs 12,131,853 to an actual amount of kshs

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

operation expense decreased by 17% from the budgeted kshs 14,823,010 to actual ksh
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r frequent reminder messages sent to customers and door to door debt collection by our
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19. Notes To the Financial Statements

1.

General Information

Vatta Water Services Company Ltd is established by and derives its authority and accountability
from Water Act 2016. The Company is wholly owned by the Machakos County Government and
is domiciled in Kenya. The Company’s principal activity is provision of water to the residents of
Matuu and its environs. For Kenyan Companies Act reporting purposes, the balance sheet is
represented by the statement of financial position and the profit and loss account by the statement‘

of profit or loss and other comprehensive income in these financial statements.

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 estimated recoverable amounts and
actuarially determined liabilities at their present value. The preparation of financial statements in
conformity with International Financial Reporting Standards (IFRS) allows the use of estimates
and assumptions. It 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
functional and reporting currency of the Company. The figures are rounded to the nearest Kenyan
Hillng.,

The financial statements have been prepared in accordance with the PFM Act, the State
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.
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Notes fo the financial statements (continued)

.

lication of New and Revised International Financial Reporting Standards

\S)

Contracts (issued
in May 2017)

[FRS 17 Insurance

The new standard establishes principles for the

recognition, measurement, presentation and
disclosure of insurance contracts issued. It also
requires similar principles to be applied to
reinsurance held investment
contracts with discretionary participation features

issued. The objective is to ensure that entities

contracts and

provide relevant information in a way that
faithfully represents those contracts.

The Company does not issue insurance contracls.

‘New and amended standards and interpretations in issue and effective in the year

ended 30 June 2023.

Effective for annual
periods beginning on or

after 1* January 2023.

IAS (International
|Accounting
|Standards) 8-
Accounting
}Solicies, Errors,

and Estimates

The amendments, applicable to annual periods
beginning on or after 1st January 2023, introduce
a definition of ‘accounting estimates’ and include
other amendments to IAS 8 to help entities
distinguish changes in accounting policies from
changes in accounting estimates.

(entity to state the effect of amendments on their
financial statements for the year ended.)

The amendments are
effective  for annual
reporting periods

beginning on or after
January 1, 2023.

Amendments to
IAS 1 titled

l isclosure of
‘Accounting
Policies (issued in
February 2021)

|

The amendments, applicable to annual periods
beginning on or after Ist January 2023, require
entities to disclose their material accounting

policy information rather than their significant’

accounting policies.

(Entity to state whether this has brought about
changes to the accounting policies disclosed)

The amendments are
effective  for
periods beginning on or

after January 1, 2023.

annual

\mendments to
AS 12 titled
Deferred Tax
elated to Assets
nd Liabilities
ising from a

Single

The amendments, applicable to annual periods
beginning on or after 1st January 2023, narrowed
the scope of the recognition exemption in
paragraphs 15 and 24 of IAS 12 (recognition
exemption) so that it no longer applies to
transactions that, on initial recognition, give rise
taxable and deductible

to equal temporary

The amendments are
effective  for
periods beginning on or
after January 1, 2023.

annual

10
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Transaction differences.

(issued in May
2021)

(The Directors have assessed the applicable standards and amendments. Based on their
assessment of impact of application of the above, they do not expect that there will be a
significant impact on the company's financial statements.

11
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Notes to the Financial Statements (Continued)

Applig¢ation of New and Revised International Financial Reporting Standards
(IF
ii. ' New and amended standards and interpretations in issue but not yet effective in the year

| Amendments to IAS

1 titled Classification

of  Liabilities as

| ended 30 June 2023.

The amendments, applicable to annual
periods beginning on or after 1st January

2024, clarify a criterion in IAS 1 for

amendments

The are
effective for annual periods

beginning on or after January

Liability in a Sale

2024, requires a seller-lessee to

‘Current  or  Non- classifying a liability as non-current: the | 1, 2024. Earlier application is
current (issued in | requirement for an entity to have the permitted.

iJanuar),f 2020, | right to defer settlement of the liability
| amended in October | for at least 12 months after the reporting

2022) period

"‘Amendment to IFRS | The amendment, applicable to annual | The amendments are
16 titled  Lease | periods beginning on or after st January effective for annual periods

beginning on or after January

Amendments to IAS

1 titled Non-current

Liabilities with
Covenants (issued in
October 2022)

periods beginning on or after Ist January
2024, improve the information an entity
provides about liabilities arising from
loan arrangements for which an entity’s
settlement of those

right to defer

liabilities for at least twelve months after
the reporting period is subject to the
conditions

with

entity  complying

specified in the loan arrangement.

and Leaseback | subsequently measure lease liabilities | 1, 2024. Earlier application is
(issued in September | arising from a leaseback in a way that it | permitted.
2022) does not recognise any amount of the
| gain or loss.
The amendments, applicable to annual | The amendments are

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

on the company's financial statements).

ii..  Early adoption of standards

12

(The Directors do not plan to apply any of the above until they become effective. Based on their assessment
Lifthe potential impact of application of the above, they do not expect that there will be a significant impact

Y AWASCO did not early — adopt any new or amended standards in year under review.
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Notes to the financial statements (continued)

4. Summary of Accounting Policies

The principle accounting policies adopted in the preparation of these financial statements are set out
below:
a)  Revenue recognition
Revenue is measured based on the consideration to which the entity expects to be entitled in a”
contract with a customer and excludes amounts collected on behalf of third parties. The entity

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

i)  Revenue from the sale of goods and services is recognized in the year in which the
Company delivers products/services to the customer, the customer has accepted the
products/services and collectability of the related receivables is reasonably assured.

i)  Grants from Government Entities are recognized in the year in which the Company
actually receives such grants. Recurrent grants are recognized in the statement of
comprehensive income. Development/capital grants are recognized in the statement of
financial position and realised in the statement of comprehensive income over the useful
life of the assets that has been acquired using such funds.

iii) Finance income comprises interest receivable from bank deposits and investment in
securities, and is 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.
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I

Notes td

SumrTa*

b)

the financial statements (continued)

ry of Accounting Policies

n-kind contributions

1-kind contributions are donations that are made to the Company in the form of actual goods
d/or services rather than in money or cash terms. These donations may include vehicles,
Juipment, utilities or personnel services. Where the financial value received for in-kind~
ntributions can be reliably determined, the Company includes such value in the statement

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

herwise, the contribution is not recorded but disclosed.

Property, plant and equipment

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

iccumulated depreciation and impairment losses. Certain categories of property, plant and

uipment are subsequently carried at re-valued amounts, being their fair value at the date

re-valuation less any subsequent accumulated depreciation and impairment losses. Where

14
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Notes to the financial statements (continued)
Summary of Accounting Policies

d)

e)

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. 7

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

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:

Buildings and civil works 2022/2023 12.5%
Plant and machinery _ 2022/2023 12.5%
Motor vehicles, including motorcycles 2022/2023 25%
Computers and related equipment 2022/2023 30%
Office equipment, furniture and fittings 2022/2023 12.5%

A full year’s depreciation charge is recognized both in the year of asset purchase and none in
the year of asset disposal. Items of property, plant and equipment are reviewed annually- for
impairment 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 accounted for on a prospective basis.

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

less accumulated impairment losses.

15
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Notes t(J the financial statements (continued)

Summa

f

g)

t
ry 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
j«t:arrying, amount of an intangible asset is assessed as greater than its estimated recoverable

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

recoverable amount.

Investment property

|Investment property, which is property held to earn rentals and/or for capital appreciation
\(including property under construction for such purposes), is measured initially at cost,
including 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

property are included in profit or loss in the period in which they arise. An investment
|property 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
gain or loss arising from derecognition of the property (calculated as the difference between
the net disposal proceeds and the carrying amount of the asset) is included in profit or loss

in the period in which the property is derecognized.

16
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Notes to the financial statements (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 the commencement day, less any lease incentives received
and any initial direct costs. They are subsequently measured at cost less accumulated
depreciation and impairment losses. Whenever the entity incurs an obligation for costs to
dismantle and remove a leased asset, restore the site on which it is located or restore the
underlying asset to the condition required by the terms and conditions of the lease, a
provision is recognized and measured under IAS 37. To the extent that the costs relate to a
right-of-use asset, the costs are included in the related right-of-use asset, unless those costs
are incurred to produce inventories. Right-of-use assets are depreciated over the shorter
period of lease term and useful life of the underlying asset. 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. -

Fixed interest investments (bonds)

Fixed interest investments refer to investment funds placed under Central Bank of Kenya
(CBK) long-term infrastructure bonds and other corporate bonds with the intention of
earning 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 (FVOCY)). (Whichever is applicable).

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.

17
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Notes to the financial statements (continued)

Summa

L

m)

y 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).

’hnventories
Inventories are stated at the lower of cost and net realizable value. Cost comprises direct
materials and, where applicable, direct labour costs and those overheads- that have been
incurred in bringing the inventories to their present location and condition. Cost is
§§alculated using the weighted average cost method/ FIFO (Whichever is applicable). Net
prealizable value represents the estimated selling price less all estimated costs of completion
F.nd costs to be incurred in marketing, selling and distribution.

;Trade and other receivables

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

collectible amounts. These are assessed for impairment on a continuing basis. -An
gstimate is made of doubtful receivables based on a review of all outstanding amounts at the
Iear end. Bad debts are written off after all efforts at recovery have been exhausted and
hen the necessary approval to write off is granted. It’s the company policy to provide for

0% of trade and other receivables over 120 days.

18
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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 fronr 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.

Deferred tax

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

the reporting date.

Deferred tax liabilities are recognized for all taxable temporary differences, except in respect
of taxable temporary differences associated with investments in controlled entities,
associates and interests in joint ventures, when the timing of the reversal of the temporary
differences can be controlled and it is probable that the temporary differences will not
reverse in the foreseeable future. Deferred tax assets are recognized for all deductible
temporary differences, the carry forward of unused tax credits and any unused tax losses.
Deferred tax assets are recognized to the extent that it is probable that taxable profit will be
available agaiﬁst 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 differences can be utilized.
19
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Notes

p)

td the financial statements (continued)

Sumsz
1

of Accounting Policies

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced

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

allow all or part of the deferred tax asset to be utilized. Unrecognized deferred tax assets
are re-assessed at each reporting date and are recognized to the extent that it has become”

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

probable that future taxable profits will allow the deferred tax asset to be recovered.

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

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

Deferred tax relating to items recognized outside surplus or deficit is recognized outside
surplus or deficit. Deferred tax items are recognized in correlation to the underlying
transaction in net assets. Deferred tax assets and deferred tax liabilities are offset if a
ilegally enforceable right exists to set off current tax assets against current income tax

liabilities and the deferred taxes relate to the same taxable entity and the same taxation

authority.

l

\Borrowing costs directly attributable to the acquisition, construction or production of

orrowing costs

qualifying assets, which are assets that necessarily take a substantial period of time to get

1

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

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

——

ate borrowings are used to finance a qualifying asset and are hedged in an effective cash
i

low hedge of interest rate risk, the effective portion of the derivative is recognized in other

omprehensive income and reclassified to profit or loss when the qualifying asset impacts

rofit or loss. To the extent that fixed rate borrowings are used to finance a qualifying asset
| d are hedged in an effective fair value hedge of interest rate risk, the capitalized
!orrowing costs reflect the hedged interest rate. Investment income earned on the
porary investment of specific borrowings pending their expenditure on qualifying
sets is|deducted from the borrowing costs eligible for capitalization. All other borrowing

Dsts are recognized in profit or loss in the period in which they are incurred.

20
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Notes to the financial statements (continued)

Summary of Accounting Policies

q) Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and cash at bank, short-term deposits on
call and highly liquid investments with an original maturity of three months or less, which
are readily convertible to known amounts of cash and are subject to insignificant risk of

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

Banks at the end of the reporting period.

Borrowings

Interest bearing loans and overdrafts are initidlly recorded at fair value being received, net
of issue costs associated with the borrowing. Subsequently, these are measured at amortized
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 instrument to the extent that they are not settled
in the period in which they arise. Loan interest accruing during the construction of a project

is capitalized as part of the cost of the project.

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 consideratipn 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 (continued)

ry of Accounting Policies

Retirement benefit obligations

. The company also contributes to the statutory National Social Security Fund (NSSF). This
is a defined contribution scheme registered under the National Social Security Act. The
company’s obligation under the scheme is limited to specific contributions legislated from

time to time and is currently at 6% gross pay per employee per month starting February

2023.

Provision for staff leave pay

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

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

Exchange rate differences

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

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

22
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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 staternents 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, adjustments to amounts in the financial
statements are also made for differences in the formats and classification schemes adopted

for the presentation of the financial statements and the approved budget

o
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Summary of Accounting Policies

ice concession arrangements

ining 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

0

hérwise — any significant residual interest in the asset at the end of the arrangement. Any

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

recognized, the Company also recognizes a corresponding liability, adjusted by a cash
sideration paid or received.

mparative figures

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

configured to conform to the required changes in presentation.

|

z) ‘% %bsequent events

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

financial statements for the year ended June 30, 2023.

5. Significant Judgments and Sources of Estimation Uncertainty -

The lpreparation of the Company’s financial statements in conformity with IFRS requires

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

re
of the reporting period. However, uncertainty about these assumptions and estimates could

veRues, expenses, assets and liabilities, and the disclosure of contingent liabilities, at the end

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

liabi

ity affected in future periods.

24
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Notes to the financial statements (continued)

Summary of Accounting Policies

©)

a) Estimates and assumptions

The key assumptions concéming 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.

e The nature of the asset, its susceptibility and adaptability to changes in technology and
processes.

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

e Availability of funding to replace the assets.

Provisions

Provisions were raised and management determined an estimate based on the information
available. the company policy to provide for bad and doubtful debts at 10% for all outstanding
trade and other receivables over 120 days. Additional disclosure of these estimates of provisions
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

material.

25
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Notes to ;the financial statements (continues)

6. Operating Revenue

Water sales 27,886,272 22,093,223
Sewe:a# Services - -
Billing far other services™® 66,000 61,500 -
Total | | 27,952,272 22,154,723
" Billing f¢  other services refers to income generated from services DTF
7. Grant§ Income
Operational grants from Government entities 318,652 3,549,635
Recurrent/operational grants from other agencies - 7,349,597
Capital grants amortised - =
Donatiodé from County Governments - -
In Kind ¢ r?ntlibution/donations from other agencies - -
Total 318,652 10,899,232

(Note: For| capital/development grants the amount recognized in the statement of comprehensive

income should be the

depreciation/amortisation equivalents for assets that have been acquired using such capital/development grant as per IAS 20).

County

Government

of Machakos 318,652 - 318,652 3,549,635
Water seGtor

trust fund - - - 7,349,597
Total 318,652 - 318,652 10,899,232
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Notes to the financial statements (continued)

8. Other Income

Sale of Tender
Fine and penalties - }

Rental income _ - -

Insurance compensation ' - -

Miscellaneous income (specify) - -
Total - -

9. Finance Income

Interest income from treasury bonds - -

Interest income from treasury bills - -

Interest from receivables - .-

Interest from commercial banks and financial institutions - -

Interest on staff loans - -
Dividends - =
Total - =




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

10. Other Gains and Losses

Foreign éxchange gains / (losses)

Loss/gain on disposal on sale of investments .

Gain on sale of fixed assets

Fair valug gain/loss on biological Assets -

Fair value gain or losses on revaluation of investment property =

Revaluation losses on inventory

Unreaiizad foreign exchange gains/(losses) -

. Total
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Staff Costs

11.

“
N

Gross Salary and Allowances 1,578,534 11,81 1,085 :
Casual workers' Wages 149,000 241,660
Medical insurance schemes . - =
Employer’s contributions to social security schemes 141,650 49700
Employer’s contributions to pension scheme 1,355,480 1,406,993
Provisions for Leave pay - -
Gratuity provisions - 872,467
Fringe Benefit tax - -
Staff welfare 0 1,169,500
Staff incentives 199,240 343,840
Wiba - 162,777
Total 12,423,904 16,058,022
The av12erage number of employees during the year 28 29
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430,652

Electri 3,419,933 6,755,668
Fuel, bil, lubricants, and gases 1,625,359 3,945,628
Staff training and development - 34,800
Domeé stiﬂ: travelling and subsistence 2,096,100 1,637,800
Adve 'tiﬂing, printing, stationery and photocopying 241,145 93,420
Insurande costs| 5,023 5,100
Bank chirges and commissions 135,902 220,817
Office and general supplies and services 337,475 276,935
Auditors Jrenumu:ration 232,000 232,000

Consultancy fees - 345,000
Hire of ﬂlﬂuipment and vehicles 90,400 -
Provision for bad and doubtful debts 1,511,894 1,016,488
Telephohe, postage &courier 103,060 150,400
Subsctiptions and levies 931,687 41,200
Entertaiiment | 357,105 451,415
Security services 688,400 677,000
Debts collection fee 60,870 211,359
Officd rent - 47,400
Legal feés 353,000 -
Total| | 12,620,005 16,142,430
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Notes to the financial statements (continued)

13. Board Expenses

Chairman Honoraria 357,400 |- 418000
Directors emoluments (BOD administration expense 547,700 1,465,600
Induction and Training - -

Travel and accommodation 5 =
Other allowances - -
Total Board Expenses 905,100 1,883,600

14. Maintenance Ex

Water system repairs 699,000 908,030
Motor vehicles running expenses 317,800 456,745
Canal maintenance 39,200 520,500
Office and store repair 33,000 135,400
Other maintenance cost - 56,090
Total Maintenance Expenses 1,089,000

2,076,765
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15. yreciation and Amortization Expenses

Property, plant, and equipment 2,429,714 2,424,465
Right of Use Assets - -
Intangible assets - -
Investment property carried at cost _ - -
Total D*preciation and Amortization 2,429,714 2,424,465

16. Finance costs

Interest &(pense on loans

Interest k(pense on bank overdrafts

Interest th lease liabilities

Others (iaecify)

Total

; ne Tax Expense/(Credit)
nt taxation

Curren ation based on the adjusted profit for the year at 30%

Current tix: prior year under/(over) provision

Current )fear deferred tax charge

Prior year under-provision for deferred tax

Total

1

Reconciliation of tax expense/

Profit before taxation

credit) to the expected tax based on accounting profit

Tax at thq applicable tax rate of 30%
Current ta.x '

Prior yeat under-provision

Tax effects of expenses not deductible for tax purposes

Tax effects of income not taxable

Tax effects of excess capital allowances over
depreciation/amortization

Deferred tax prior year over-provision

Total
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Notes to the financial statements (continued)

18.Earnings Per Share

There was no earning per share for the financial year 2022/2023 and 2021/2022 as the company

reported a loss after tax in both financial years

19.Dividend Per Share

The company incurred a loss during the year ended hence no dividend was declared.
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) __Notes to the financial statements (continued)

20.Property, Plant and Equipment

Cost Or Valuation :

At July 1, 2022 18,174,601 5,267,885 299,160 1,221,112 24,962,758
Additions 42,000 - - - 42,000
At June 30, 2023 18,216,601 5,267,885 299,160 1,221,112 25,004,758
Depreciation

At July 1, 2022 13,429,486 5267.885 299,160 646,794 19,643,325
Charge For the Year 2,277,075 - - 152,639 2,429,714
At June 30, 2023 15,706,561 5,267,885 299,160 799,433 22,073,039
Net Book Value At June 30, 2023 2,510,040 - - 421,679 2,931,719
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Notes to the financial statements (continued)

Property, Plant and Equipment (Continued

Cost or valuation

As at 1July 2021 , 18122101 5267885 299,160 1,221,112 24,910,258
Additions 52500 - - - 52,500
As at 30" June 2022 18,174,601 5,267,885 299,160 1221113 24,962,758
Depreciation

At July 1, 2021 11,157,660 5,267,885 299,160 494,155 17,218,860
Charge for the year 2271826 : - 152,639 2,424 465
As at 30™ June 2022 13,429,486 5,267,885 299,160 649,794 19,643,325
Net book value

At June 30, 2022 4,745,115 - - 574,318 5,319,433

(U8 ]
w
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Moforjvehicles, including motorcycles

L 5,267,885 1,316,971
ters and related equipment 299,160 89,748
Total | 5,567,045 1,406,719
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Notes to the financial statements (continued)

21.Intangible Assets

Cost

At July 1

Additions

Disposals

At June 30

Amortization

At July 1

Charge for the year

Disposals

Impairment loss

At June 30

Net book value

At June 30

22.Investment Proper

Opening valuation

Movements during the year

Additions

Disposals

Fair value gains/(losses)

Closing valuation

Depreciation (if at cost)

At July 12022

Charge for the year

Disposals

Impairment loss

At June 302023

Net book value

U\t June 30 2023
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23,Right-of-use assets

Cost

As at F July 2021

Additions

As at 30 June 2022

Additions

As at 30 June 2023

Accumulated Depreciation

As at 1 July 2021

Cha 'gﬂlfor the year

As at 30 June 2022

Charge for the year

As at 30 June 2023

Carrying Amount

As at 3‘1 June %022

As at 30 June 2023

24.Biolegical Assets

Cattle

Trees| |

o

Others (Specify)

Total| ||
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Notes to the financial statements (continued)

25.Fixed Interest Investments (Bonds)

Central Bank of Kenya 12.5% 15-Year Bond

AB Corporate Bond (give details) - -

CD Corporate Bond (give details) - - -

LTotal - -
[The movement in investment during the year is as follows: /

Balance at 1 July - ‘ -
Additions during the year - -
Interest accrued during the year - -
Investment maturities during the year - -
Fair value gain/(loss) — if measured at FVOCI/F VTPL - -
Balance at 30 June - -

26.Quoted Investments

Opening valuation = -

Movements during the year
Additions - -
Disposals “ - -
Fair value gains/(losses) - &

| Closing valuation - -
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No No No Shs Shs Shs .

Entity A - ' - - - - .
Entity B - . s : - -
Entity C - - - - - -

27.Unquoted Investments

Cost| |
At July 1 5 -
Additions - 2
Fair value gains/(losses) = .
Dispgsals - "
At June 30 . :
Impairlkent

Impairment loss in the year - -
At June 30 ‘ 5 -
Net book value .= -
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Notes to the financial statements (continued)

No No No Shs Shs Shs

Entity A - - - - - -
Entity B - - - - - -
Entity C - - - - - -
Entity D - - - - - -

28.Inventories

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

Chemicals & Laboratory items 566,050 -
Water fittings and Accessories - -

Water meters -

Uniform and protective clothing _ 2

Fuel, oil and lubricants - -

Motor vehicle spare parts -

Goods in transit -
Stationery and general stores -

Finished goods(Treated water) 33,110 -
Work in progress - g =
Less: Impairment of stocks (-) -
Total 1,966,102 1,831,750
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28. a) Reconciliation of Impairment Allowance for Inventories

At the beginning of the year

Ad iiﬂlonal provisions during the year

Reg¢ oﬂered during the year

Writtén off during the year

At thelend of the year

29, de and Other Receivables

Trade feceivables (note (29a)) 30,237,881 20,586,353
Deposﬂts and prepayments - -
VAT (TJ alue Added Tax) recoverable - 5
Staf] Fr{ceivables (note 29 (c)) - -
Other receivables - -
Gross trade and other receivables 30,237,881 20,586,353
Provisibn for bad and doubtful receivable (1,511,894) (1,016,488)
Net nﬂﬂe and other receivables 28,725,987 19,569,865

Bribte Receivables

s trade receivables

30,237,881

20,586,353

Provision for doubtful receivables (1,511,894) (1,016,488)
Net trade receivables 28,725,987 19,569,865
As at June 30, the ageing analysis of the gross trade receivables was as follows:

Less than 30 days 1,511,894 863,084
Between 30 and 60 days 3,023,788 2,286,95¢

Between 61 and 90 days 4,535,682 3,255,249

Between 91 and 120 days 6,047,576 3,863,755

Over 120 days 15,118,941 10.317.314
Total| 30,237,881 20,586,353
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-_—
29. (b) Reconciliation of Impairment Allowance for Trade Receivables
At the beginning of the year 1,016,488 - 949,999
Additional provisions during the year 495,406 66,489
Recovered during the year (-) -
Written off during the year (-) -
At the end of the year 1,511,894 1,016,488
29. (¢) Staff Receivables
Gross staff loans and advances - -
Provision for impairment loss - (-)
Net staff loans - -
Less: Amounts due within one year i - (-)

Amounts due after one year

29. (d) Reconciliation of Impairment Allowance for Staff Receivables

At the beginning of the year

Additional provisions during the year

Recovered during the year

Written off during the year

At the end of the year

30.Tax Recoverable,

At beginning of the year

Income tax charge for the year (note 17)

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

Income tax paid during the year

| Atend of the year
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Notes to the financial statements (continued)

31.Short Term Deposits

Co ercial banks

Coopefative Bank of Kenya

Kenya

ommercial Bank

Bardlays Bank of Kenya

Others (specify)

32.Ela‘ k and Cash Balances

Cash at bank L5713 4,387
Cash in hand 1,412 1,047
Mpesa account 19,865 -

28,850 5,434
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Notes to the financial statements (continued)

Detailed analysis of the cash and cash equivalents

a) Current account

Equity bank-Expenditure A/C 0390290228130 1,035 1,035
Equity Bank-Revenue A/C 0390290557216 2,707 -
Equity Bank-Deposits A/C 0390290558218 489 10
Equity Bank-CLSG A/C 0390280474105 3,342 3,342 1
Sub- total 7,573 4,387

b) On — call deposits
Commercial banks - ) -
Others - -
Sub- total . - -

¢) Fixed deposits account
Other Commercial banks - -
Others - -
Sub- total - -
Sub- total - -

d) Others(specify) ' -
Cash in transit - -
Cash in hand 1,412 1,047
Mpesa account 19,865 -
Sub- total 20277 1,047
Grand total 28,850 5,434

33.Ordinary Share Capital

Authorized: :
10,000 ordinary shares of Kshs.10 par value each 100,000 100,000
Issued and fully paid: .

10,000 ordinary shares of Kshs.10 par value each 100,000 100,000
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to the financial statements (continued)

34 ‘valua:tion Reserve

The
Asli

zvaluation reserve relates to the revaluation of certain items of property, plant and equipment.
icated in the Statement of Changes in Equity, this is stated after transfer of excess depreciation

net of related deferred tax to retained earnings. Revaluation surpluses are not distributable.

35.F4ir Value Adjustment Reserve

The

principally the marketable securities. When a financial asset is sold, the portion of the reserve that

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

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

loss. Where a financial asset is impaired, the portion of the reserve that relates to that asset is

recagnised in profit or loss.

36. el'hined Earnings

The r&ained earnings represent amounts available for distribution to the entity’s shareholders.

Undisttibuted retained earnings are utilised to finance the entity’s business activities.
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37.Deferred Tax Liability
Deferred tax is calculated on all temporary differences under the liability method using the enacted
tax rate, currently 30%. The net deferred tax liability at year end is attributable to the following

items:

Accelerated capital allowances

Unrealised exchange gains/(losses)

Revaluation surplus

Tax losses carried forward

Provisions for liabilities and charges

Net deferred tax liability

The movement on the deferred tax account is as follows:

Balance at beginning of the year

Credit to revaluation reserve

Under provision in prior year

Income statement charge/(credit)

Balance at end of the year

38. Borrowings

a) External Borrowings

Balance at beginning of the year

External borrowings during the year

Repayments of during the year

Balance at end of the year

b) Domestic Borrowings

Balance at beginning of the year

137,329

Domestic borrowings during the year

Repayments during the year -
Balance at end of the year =
C) Total Balance at end of the period ¢ = a+b 137,329
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Notlcsa o the financial statements (continued)
Th

@

analyses of both external and domestic borrowings are as follows:

Domestic Borrowings
Kenya Shilling loan from Equity Bank
Total balance at end of the year

: 137,239
: 137,239

Short term borrowings (current portion) - 137,239
Long térm borrowings = -
Total - 137,239
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39.Lease Liability

At the start of the year

Discount interest on lease liability

Paid during the year

At end of the year

Year 1

Year 2

Year 3

Year 4

Year 5

On wards

Less: unearned interest

Analysed as:

Non-Current

Current

40.Provisions

Balance at the beginning of the year

596,450

596,450

Additional Provisions

Provision utilised

value for money

Change due to discount and time

Balance at the end of the year

596,450

596,450
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Notes to the financial statements (continued)

Pravisions details

Current Portion of Provisions

596,450 596,450
Long-term portion of Provisions - -
Total 596,450 596,450
41. et| ‘ ement Benefit Obligations
Kshs Kshs Kshs Kshs Kshs
Current benefit obligation -

Non-¢urrent benefit obligation

Total
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Notes to the financial statements (continued)

Discount rates . - -

Future salary increases - -

Future pension increases = -

Mortality (Pre- retirement) - B N

Mortality (Post- retirement) = -

Withdrawals 5 -

I health 2 R

Retirement . =

Recognition of Retirement Benefit Asset/ Liability

a) Amounts recognised under other gains/ Losses in the statement of Comprehensive Income

The return on defined plan assets - -

Actuarial gains/ losses arising from changes in demographic - -
assumptions
Actuarial gains/ losses arising from changes in financial assumptions - -

Actuarial gains and losses arising from experience adjustments - -

Others (Specify) = -

Adjustments for restrictions on the defined benefit asset B -

Remeasurement of the net defined benefit liability (asset) - -

b) Amounts recognised in the Statement of Financial Position

Present value of defined benefit obligations(a)
Fair value of plan assets(b) - -
Funded Status(=a-b) - -
Restrictions on asset recognized - -
Others : - -
Net Asset or liability arising from defined benefit obligation - -
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NoLeg to the financial statements (continued)

The entity also contributes to the statutory National Social Security Fund (NSSF). This is a defined

contri bution scheme registered under the National Social Security Act. The entity’s obligation under

the| seheme is limited to specific contributions legislated from time to time and is currently at Kshs.

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

operated by Lupfund Pension Fund. Employees contribute 15% while employers contribute 10% of

perfofmance within the period they are incurred
|

42.Trade and Other Payables

L | o . ; p
basic salary. Employer contributions are recognized as expenses in the statement of financial

Trade payables 2,601,113 163,421
Accrued expenses 5,103,403 5,103,403
Emplayee payables 20,794,676 7,419,211
Other payables 8,172,296 15,850,049
Total | 36,671,488 28,536,084

Analysis for Trade and other Payables

1,833,574

1,276,804

1-2 5,500,723 15% 4,280,413 15%
2-3 11,001,523 30% 8,560,825 30%
Over 3 years 18,335,744 50% 14,418,042 50%
Total | 36,671,488 28,536,084
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43.Refundable Deposits and Prepayments

Customer deposits 4,021,588 3,847,688
Prepayments by customers 125,000 173,900
Retention/Contract deposits - -

Others (Specify) - -
Total 4,146,588 4,021,588

Aging Analysis for Refundable Deposits and Prepayments

Under one year 207,329 201,079

1-2 years 621,988 15% 603,238 15%
2-3 years 1,243,976 30% 1,206,477 30%
Over 3 vyears 2,073,295 50% 2,010,794 50%
Total 4,146,588 4,021,588

44.Deferred Income

National/County government -
International funders -
Public contributions and donations h _ -

Total deferred income -
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A
F

il 4 .
The deferred income movement is as follows:

Balance brought forward -

Addiions -

Tr4 n#’ers to Capital fund (-)

()

Transfers to income
sta nt -)

)

Otheritransfers (-)

i)

Balante carried forward -

45.Diyidends Payable

The b: ance of dividends payable relates to unclaimed dividends, payable to different shareholders.

The balances are analysed in annual amount below.

At the beginning of the year

Addltilnal declared during the year

Paid during the year (-) )
Balance at end of the year - -

i
Dividend Payable analysis
Under dne year - % - %
1-2 yeats - % - %,
2-3 years - % - %
Over|3 years - % - %
Tota : - -

54




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

Notes to the financial statements (continued)

46.Taxation

At beginning of the year

Income tax charge for the year

Under/(over) provision in prior year/s

Income tax paid during the year

At end of the year

47.Notes to The Statement of Cash Flows

(a) Reconciliation of operating profit/(loss) to cash-
generated from/ (used in) operations

Tt ]

Profit or loss before tax (1,196,799) (3,331,327
Depreciation 2,429,714 2,424,465
Amortization - -
(Gain)/loss on disposal of property, plant and equipment - -
Operating profit/(loss) before working capital changes 1,232,915 (3,106,862)
Working capital changes:

(Increase)/decrease in inventories (134,352) -
(Increase)/decrease in trade and other receivables (9,156,122) (3,850,718)
Increase/(decrease) in trade and other payables 8,135,480 6,925,909
Increase/(decrease) in retirement benefit obligations - -
Increase/(decrease) in provision for staff leave pay - -
Cash generated from/ (used in) operation 77,921 (31,671)
(b) Analysis of changes in loans

Balance at beginning of the year - -
Receipts during the year - 137,329
Repayments during the year - -
Repayments of previous year’s accrued interest (-) -

Foreign exchange (gains)/losses

Accrued interest

Balance at end of the year
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(c) Analysis of cash and cash equivalents

Short er deposits

Cash at bank 1573 4,387
Cash in hand | 21,277 1,047
Balange at end of the year 28,850 5,434

(d) | Analysis of interest paid

Inte re:#r on loans

Inte re# on bank overdraft

Inte 'e% on lease liabilities

Interest on loans capitalised

Balance at beginning of the year

Balance at end of the year (note 35(b))

Interest paid

(e) nalysis of dividend paid
| T

Balance at beginning of the year

20xx dividends paid

20xx dividends paid

20xx interim dividends paid

Balance at end of the year

Dividend paid
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Notes to the financial statements (continued)

Other 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 external.
Other related parties include:

¢ The County Department in charge of Water

e County Government of Machakos

e Water works Agencies

e WASREB (Water Services Regulatory Board)

e WARMA

e Water Sector Trust Fund

e Key management

e Board of directors

e  Others (specify)

Transactions with related parties

a) Sales to related parties

Rent Income from govt. agencies - -

Water sales to Govt. agencies " - -

Interest income from Govt Commercial Banks - -

Interest income from T-bills and Bonds : -

Others (Specify) - -

Total - -

b) Purchases from related parties

Purchase of water from govt service providers - -

Rent expenses paid to govt agencies - -

Training and conference fees paid to govt. agencies - .-

Bank charges paid to Govt Commercial banks - -
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Inte

st expense to investments by other govt. entities

Oth

Ta

-

[P (specify)

b) (%'ants from the Government

Grants from National Govt Agencies

Grant

s from County Government

318,652

3,549,635

Dohaﬂions in kind

Tota

318,652

3,549,635

¢) E

E)enses‘ incurred on behalf of related party

Paym¢

ents of salaries and wages for xxx employees

Payménts for goods and services for xxx

To

1

d) Key management compensation

Direct}rs’ emoluments

547,700

1,465,600

Comp

sation to key management

Tot

l |

547,700

1,465,600

49.C

Capi
state

a

m

Amo

i‘tal Commitments

1ts are:

ints authorised and contracted for

tal commitments at the year- end for which no provision has been made in these financial

Amot

mk authorized but not contracted for

Less:

Aﬁlounts included in Work in progress

rovide short appropriate explanations as necessary]

_— -
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50.Contingent Assets and Liabilities

Contingent Assets

Contingent assets
Insurance reimbursements - -
Assets arising from determination of court cases - -
Reimbursable indemnities and guarantees - -
Receivables from other government entities - -
Others (Specify) - -
Total - =

Contingent Liabilities

Contingent liabilities
Court case xxx against the entity - -
Bank guarantees in favour of subsidiary - -
Contingent liabilities arising from contracts including PPPs - -
(Public Private Partnership)
Others (Specify) - -

Total - -

In the opinion of the directors, no provision is required in these financial statements as the

liabilities are not expected to crystallize.

51.Financial Risk Management .
The Company’s activities expose it to a variety of financial risks including 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
customers with an established credit history. The company’s financial risk management objectives

and policies are detailed below:
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N DtL to the financial statements (continued)

(i) Credit risk
The Company has exposure to credit risk, which is the risk that a counterparty will be unable to pay
amojnts in full when due. Credit risk arises from cash and cash equivalents, and deposits with banks,

as well as trade and other receivables and available-for-sale financial investments.

Mi:m gement assesses the credit quality of each customer, taking into account its financial position,
past experience and other factors. Individual risk limits are set based on internal or external
assessment in accordance with limits set by the directors. The amounts presented in the statement of
finangial position are net of allowances for doubtful receivables, estimated by the company’s
m ement based on prior experience and their assessment of the current economic environment.

Th#z rrying amount of financial assets recorded in the financial statements representing the entity’s

ma#(i um exposure to credit risk without taking account of the value of any collateral obtained is

madeup as follows:

At 30 June 2023
Trade Receivables 30,237,881 1,511,894 13,607,046 15,118,941
Other Receivables
Investments - - - -
Bank balances 7,573 7,573 - -
Total 30,245,454 1,519,467 13,607,046 15,118,941
At 30 June 2022
Receivables 20,586,353 863,084 9,405,955 10,317,314
Other Receivables - - - -
Investments - - - -

| 20,586,353 863,084 9,405,955 10,317,314
Bank balances 4,387 4,387 - -
Total 20,590,740 867,471 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.

i)  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 liquidi‘ty 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 of discounting is not significant.

At 30 June 2023

Trade payables 2,601,113 34,070,375 | 36,671,488
Customer Deposits 4,146,588 4,146,588
Current portion of borrowings - - -
Provisions - - -
Deferred income - - -
Employee benefit obligation - - -
Total 2,601,113 38,216,963 | 40,818,076
At 30 June 2022

Trade payables 163,421 28,372,763 | 28,536,184
Current portion of borrowings 137,329 - 137,329
Provisions 596,450 596,450
Deferred income - - -
Employee benefit obligation - - -
Total 300,750 28,969,213 | 29,269,963
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(iib Market risk (Tailor as appropriate)

Mgr t risk is the risk arising from changes in market prices, such as interest rate, equity prices and
foreign exchange rates which will affect the entity’s income or the value of its holding of financial
in#tr ments. The objective of market risk management is to manage and control market risk
exposures within acceptable parameters, while optimising the return. Overall responsibility for
mjn ing market risk rests with the Board of Directors.

ThLa mpany’s finance Department is responsible for the development of detailed risk management
po‘icts (subject to review and approval by Audit and Risk Management Commlttee) and for the day-
to-ba}r implementation of those policies.

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

mahaiges and measures the risk.

|
iv)Fair value of financial assets and liabilities
lla) Financial instruments measured at fair value
Determination of fair value and fair values hierarchy

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

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

md¢p ndent sources; unobservable inputs reflect the Company’s market assumptions. These two

types of inputs have created the following fair value hierarchy:
T i)  Level 1 — Quoted prices (unadjusted) in active markets for identical assets or

E liabilities. This level includes listed equity securities and debt instrument‘s.on

| exchanges.

ii) | Level 2 — Inputs other than quoted prices included within Level 1 that are observable
for the asset or liability, either directly (that is, as prices) or indirectly (that is, derived
from prices).

iii) 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
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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 of the fair value hierarchy:

inancial Assets

Quoted equity investments

Non- financial Assets

[nvestment property

Land and buildings

At 30 June 2022

Financial Assets

Quoted equity investments

Non- financial Assets

Investment property

Land and buildings

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

Financial instruments not measured at fair 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.
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Notes to the financial statements (continued)

iv) Capital Risk Management
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

unds:

levaluation reserve =

Retained earnings (7,851,868) (6,565,069)
Japital reserve - -
tal funds (7,851,868) (6,565,069)
Total borrowings : - 137,329
Ligss: cash and bank balances (28,850) (5,434)
I*:t debt/ (excess cash and cash equivalents) (28,850) 131,895
2%

aring 0%

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

| Kenya.

21, Events After the Reporting Period

Thete Were no material adjusting and non- adjusting events after the reporting period.
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20. Appendices

Appendix 1: 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.

. Errors of Presentation and Misstatements in the
] Financial Statements

i Presentation and Disclosure Errors in the
’ Financial Statements

Review of the Water Company’s financial
statements for the year ended 30 June, 2020 showed
several errors of presentation 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 | This query has
experience was not included under the Board of been addressed | Resolve
Directors’ information. and resolved in | d

1.1.2 The management discussion analysis report fy 2020-2021
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

L format prescribed by the Public Sector Accounting
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Standards Board (PSASB).

1.2

Misstatements in the Financial Statements

1.2.1

Inaccurate Comparative Balances

The statement of financial position shows trade and
other payables of Kshs. 12,433,121 for 2018/2019
which differs with the amount of Kshs.11,947,663
shown 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.13,739,150 while
note 12(a) shows a balance of Kshs.12,469,711

|| resulting to a variance of Kshs.1,269,439.

It was further noted that the statement of financial

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

| retained earnings for 2018/2019 which is at

variance with amount of negative Kshs. 436,265
shown in the prior year audited financial statement

resulting to a variance of Kshs. 807.

|In view of the foregoing, the accuracy of the

financial statements as presented cannot be

confirmed.

1.3.2

Inaccurate Statement of Cash Flows
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The statement of cash flows reflects net increase in
cash and cash equivalents of Kshs. 908,755.57.
However, a casting error of Kshs. 1,428,190.89 was
noted and the correct balance should be negative
Kshs.519,435.32. 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. 55,380.57 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.

1.2:3

Inaccurate Statement of Profit and Loss and

Other Comprehensive Income

The statement of profit and loss and other
comprehensive income shows nil balance for
income tax expense (credit). However, note 16 to
the ﬁnancial. statements shows income tax expense
of negative Kshs. 136,464.

Further, the depreciation charge of Kshs. 3,814,996
shown under note 19 to the financial statements has

not been included in the statement of profit or loss

This was
corrected
through the
retained
earning in fy
2020-2021 and

Jjournal passes
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and other comprehensive income thus overstating

| the operating results.
In the circumstances, the accuracy and
completeness of the statement of profit and Toss and

. | | other comprehensive income cannot be confirmed.

\
1.2.4 Understatement of Revenue

| . || The statement of profit or loss and other
‘ - || 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
| l Kshs. 16,697,313 was found to differ from the

Kshs. 19,448,720 total billings to the customers for
|the  year leading to a Kshs. 2,751,407

| L ‘understatement. In addition, analysis done from the
' | bank statements showed total revenue collected of

Kshs. 19,426,838.96 which was more than the
shs. 16,697,313 reported resulting to a Kshs.
,729,526 variance. Further, billings and non-
venue reports reflect water billing for the year of
shs. 16,721,770 which was at variance with the
shs. 17,896,007 verified from customer billings
ummary resulting to a Kshs. 1,174,237 difference.
1 addition, the billing schedules, invoices and
réceipts for canal customers, water kiosks and water

—_—
-
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boozers were not provided 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. 21,347,420
for the year ended 30 June, 2020 could not be

confirmed.

1.2.5

Differences between Financial Statement and

Ledger Balances

The statement of profit or loss and other
comprehensive income and notel2 to the financial
statements reflects administration costs amounting

to Kshs. 14,711,288. Review of the general ledger

These ledgers
were

disadvantageo

and the schedules provided in support revealed | usly provided
variances of Kshs. 1,841,317 affecting four (4) during AT
components as shown below:
However,
Resolve
Item Financial General | corrected d
Statements Ledger ledgers
(Kshs) (Kshs) . i
tall th
Staff costs 8,829,329 11,500,495 | e W
financial
Advertising, 208,971 171,721 | statements
printing, were provided
stationery and _
photocopying together with
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and other comprehensijvye 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.

124 Understatement of Reven ue

The statement of profit or loss and other
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.16,697,313 was found to differ from the Kshs.
19,448,720 total billings to the customers for the
year leading to a Kshs.2,751,407 understatement. In
addition, analysis done from the bank Statements
showed total revenue collected of
Kshs.19,426,838.96 which was more than the Kshs.
16,697,313'reported resulting to a Kshs.2,729,526
variance. Further, billings and non-revenue reports
reflect water billing for the year of Kshs.16,721,770
which was at variance with the Kshs.17,896,007
verified from customer billings summary resulting
to a Kshs.1,174,237 difference. In addition, the
billing schedules, invoices and receipts for canal
customers, water kiosks and water boozers were not
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provided 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.21,347,420
for the year ended 30 June, 2020 could not be
confirmed.

o
) K Differences between Financial Statement and
Ledger Balances
The statement of profit or loss and other | These ledgers
comprehensive income and notel2 to the financial —
statements reflects administration costs amounting _
to Kshs.14,711,288. Review of the general ledger | d15advantageo
and the schedules provided in support revealed usly provided
variances of Kshs.1,841,317 affecting four (4) during '
components as shown below: )
audit.However,
LS Resolve
Item Financial General | corrected 4
Statements Ledger ledgers
(Kshs) (Kshs) . .
tallying with
Staff costs 8,829,329 11,500,495 | 18
financial
Advertising, 208,971 171,721 | statements
printing, were provided
stationery and ,
L photocopying together with
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Subscriptio 0 100,000 (100,000)
ns

Motor 1,394,147 755,549 638,598
vehicle

expenses

Honoraria 254,000 0 254,000
Total 10,686,447 | 12,527,765 | (1,841,317)

No explanation or reconciliation was provided for the
variances.

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.

2.0

Property, Plant and Equipment

The statement of financial position reflects Property,
Plant & Equipment balance of Kshs.9,931,343 and as
disclosed under note 19. However, this amount
differed 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
negative balances which is incorrect and revaluation
should have been done on fully depreciated assets
till in use. In addition, the depreciation charge of
E(shs3, 814,996 shown under note 15 was not
ncluded in the statement of profit and loss and other

We agree with
the auditor 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 & Equipment
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 re'sulting to unexplained
difference of Kshs.599,683.

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 Bala_nces

The statement of financial position reflects bank
and cash balances of Kshs.55,380 and as disclosed
in note 30 to the financial statements which
comprised osths.l 11, Kshs.41,553 and
Kshs.13,7,1-5 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

1.The
accountant
took note and
has since been
preparing
separate
cashbooks for
all the

accounts.
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balances and board of survey report were not | 2.Banks
| ‘ provided for audit verifications. Further, it was
| | noted that the customers make payments through
| the Mpesa platform but Mpesa statements were not
‘ | provided for audit and the balances in Mpesa | provided in
| ‘ accounts were not disclosed in the financial

\ I statements. )
| . audits
\

In the circumstances, it has not been possible to 3 Both bank
i confirm, the accuracy and completeness of the cash

certificates

have been

subsequent

| and bank balance of Kshs.55,380 as at 30 June, statements¥hd
i 2020. mpesa
‘ statements

l have been

provided in

subsequent

audits

The statement of financial position reflects a | The aging
balance of Kshs.1,894,041 in respect to trade and | analysis

other receivables and as disclosed under note 27(a) proYided for
audit shovy@g

provision of

1
l
5.0 i || Trade and Other Receivables
|
|
|
|

to the financial statements. This amount is net of
| Kshs.150,000 provision for bad debts computed on 10% for trade fesolve
| | | the basis of 10% of debts outstanding for more than | 44 other
| 120 days. However, included in this amount are | receivables d
| \trade receivables totalling Kshs.1,500,000 or about | outstanding

“ 73% of the balance which had been outstanding for | over 120 days
over 180 days. Consequently, the adequacy of the

| ' |Kshs. 150,000 provision for bad and doubtful debts This has since
: i been corrected
|
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could not be determined. In addition, management
did not demonstrate any tangible efforts towards
recovery of the 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.894,041 and Kshs.1,794,041 respectively
on the same account.

In the circumstances, the accuracy, fair statement
and recoverability of trade and other receivables

valued at Kshs.1,894,041 could not be confirmed.

in the financial
statements in
fy 2020-2021

o

6.0

Unaccounted for Customers’ Deposits

The statement of financial position reflects a
balance of Kshs. 15,533,608 in respect to current
liabilities which includes customers’ deposits
balance of Kshs.8,107,265 as disclosed under note
37 to the financial statements. However, the
respective bank account for customer deposits A/c

N0.0390290558218 maintained with Equity Bank

There was a
casting errQr
on customers
deposits.

This has since

been corrected
through the

retained

Resolve

d
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had a Kshs. 13,715 balance as at 30 June, 2020
which implies that customers’ deposits
totalingKshs. 8,093,549 could not be accounted for.
In addition, 'ledgers and schedules in support 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.

earnings in
financial year
2020-
2021,Correcte
d ledgers were

provided

together with
the

managemét

letter

Un-Disclosed Material Uncertainty Related to

Going Concern

The statement of profit or loss and other

comprehensive income shows total realized revenue
for the year of Kshs.20,809,579 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 0fKshs.454,883. In
addition, the financial position reflects current

liabilities of Kshs.15,533,608 which exceeds
current  assets  totalling Kshs.5,383,847 by

Kshs.10,149,761 implying that the company is
technically insolvent.

These factors are indicative that the Company is

facing financial difficulties which may negatively
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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 of use of

the going concern basis of reporting

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, ac_tuaI
revenue reflected in the statement has not beenr
netted off aé,ainst 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% 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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respectively with a resultant under-expenditure of

Kshs. 268,735. However, the statement of profit or
loss and other comprehensive income reflects actual
expenditure 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 11% 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.

| 9.0

Non - Revenue Water

A review of available records revealed that the

Company produced 278,463 cubic meters (M?) of
water out of which only 182,735 M? was billed to
customers ‘leaving the balance of 95,728 M’ or
approximately 34% of total production as
unaccounted for water (UFW) valued at
Kshs.10,242,896. The level of un-accounted for
water for the year is over and above the allowable
limit of 25% as provided under schedule E of the
Water Services Regulatory (WASREB) guidelines.
Further, 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 12(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 four (4) security guards daily (1
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 of the security services expenditure such as
the payment vouchers and invoices for audit.

Consequently, 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.

11.0

Un-clear Ownership 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
Government 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
Government 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.

12.&

Failure to Appoint Board Members Through a
Competitive Process

The Board members the water Company were
appointed by the Governor of County Government
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 1 of water
Act of 2016. Further, it was not possible to
ascertain if the members appointed had attained the
required level of education and experience.
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13.0

To this extent, the Company was in breach of the

law.

@

.

Lack of Approved HR Policy Documents

Audit revealed that the Water Company was
operating with and implementing key human
resource policy documents which had not been
approved by the Board as follows:

Scheme of service

Staff establishment
Organogram

Grading structure
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

Lack of Internal Audit Function and Committee

These policies
have been
approved by
the board. The
minutes on the
same havew,
been provided
together with
the

management

responses

Audit revealed that the Company does not have in
place an internal audit function nor committee
contrary to the requirements of Section 155 of the
Public Finance Management Act, 2012 which
requires every county government entity to have
arrangement in place for internal audit function for
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the purpose of carrying out in depth reviews of =
Mmanagement operations and internal controls. ‘

To this extent, the Company is in breach of the law.

15.0 Lack of Information Communication

Technology Policy

Review of the Company’s ICT environment The company | Resolve
revealed that there the only one IT system deployed | now has in d

for water billing while all other key areas such as; place an

assets management, human resource, procurement | approved ICT

and finance were in form of manual records. ' policy

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.
Consequently, the company is exposed to errors in

processing and loss of data due to failure to

automate key operational areas and for lack of an

ICT policy.
16.0 ’ Lack of Risk Management Policy and Disaster
Recovery Plan

[ The Company does not have an approved risk | The compfty | Resolve
management policy and a disaster recovery plan.
This is contrary to the provisions of Section
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655(3)(a)(ii) of the Company's Act, 2015 which | approved risk
requires companies to give a description of and disast&®
principal risks and uncertainties facing their
operations and Section 158(1)(a) and (b) of the
Public Finance Management (County Go{/emment) policy
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 internal 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

recovery

disasters.

Guidance Notes:

(i)  Use the same reference numbers as contained in the external audit report.
(i) 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.

Name
Signature

Managing Director _ @

pete.... 2.8)4.[ B 2. oo
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A#; dix II: Projects Implemented bytheCompany
Projects

Pr#)j ts implemented by the Company Funded by development partners.

Status of Projects completion

(Sum

arise the status of project completion at the end of the reporting period,i.e., total costs

' incu#r d, stage which the project is etc.)

4 " (X
3

T
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Appendix III- Inter-Entity Confirmation Letter
[Insert your Letterhead]

[nsert name of beneficiary entity]
[Insert Address]

The Machakos County Government wishes to confirm the amounts disbursed to you as at 30" June 2023 as indicated in the table below. Please

compare the amounts disbursed to you with the amounts you received and populate column E in the table below. Please sign and stamp this
request in the space provided and return it to us.

Amount Received
by [beneficiary

Reference Date | Recurrent (A) Development (B) Inter— Total entityl Differences
Number Disbursed Ministerial | (D)=(A+B+C) (KShs) as at 30" (KShs)
©) June 2023 (F)=(D-E)
(E)
June 30,2023 318652 - - 318,652 318,652 --

Total

In confirm that the amounts shown above are correct as of the date indicated.

Head of Accountants department of beneficiary entity:

------------------------

Name MO PLEYeu.. }\’\»’4"""\“ ........ Sign ......... MF"\ﬂ Date..??fg/[.j./..):?.z..l.‘
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Appendix VI: Recording of Transfers from Other Government Entities ) . —

Ministry/County
department of Water - Recurrent - - -
Ministry/County
Department of water. - Development - - -
USAID - Donor Fund - - - - -
name of
Development
partner/County
department etc. - Direct Payment - - - -

Total - = R R
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Appendix V: Reporting Disaster Management Expenditure

Column I Column II Column Column IV Column V Column Column
111 VI VII
Programme Sub- Disaster Category of disaster related Activity that Expenditure | Amount Comments
programme Type require expenditure reporting item (Kshs.)
(response/recovery/mitigation/preparedness)
(Attach forms from each transferring Government entity.)
3 3 3 ¢
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Appendix VI: R i from Other Government Entities - == - —

Ministry/Countydepartmen

t of Water - Recurrent - - = : - . -
Ministry/County

Department of water. - B Development - - - - - - =
USAID - Donor Fund - - - . - . s
name of Development

partner/County department

etc. - Direct Payment - -

Total

Y

¢

AR
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