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l. Acronyms and Glossary of Terms '

CECM

CLSG

CPF

CSR

DB

DC

DTF

ETR

FIFO

]AS

ICPAK

/FR.'

KlWASH

KRA

MARUWAB

MD

M&E
NAWASP

NHIF

NITA

NSSF

NRW

PFM

PPE

PSASB

STAWI

UPC

USA]D

VAT

WASREB

WIBA

WIP

WOWASCO

WRA

WSP

WSTF

Acting

County Executive Committee Member

Corul it ional Liq ui dity Support G rant

County Pension Fund

Corporal c Soc ia I Res Pons i b i litY

Defined Benefit

DeJined Contrihution

Dec entralized Treatment Fac il ity

Eleclronic Tax Register

First In First Out

I nternat iona I Accounl ing Standards

tnstitute of Certified Public Accountants of Kenya

International Finoncial Reporting Standards

Kenya Integrated Water Sanitation and Hygiene program

Kenya Revenue AuthoritY

Makueni Rural llater Board

Managing Direclor

Monitoring and Evaluation

Nalional Waler and Sanitation Programme

Nalional Hospilal lrcurance Fund

National lndustrial Training Authority

National Social SecuritY Fund

Non Revenue ll/aler

Public Financial Management

Property Plant and EquiPment

Public Sector Accounling Standards Board

Suslainable Transformalional and Accessible lyater lnvention

Urban Project ConcePt

United States Agency for Internalional Devclopmenl

Value Added Tax

Waler Services Regulatory Board

llorkmen Iniury Benefit Act

Work In Progress

lYole Water and Sewerage Company Limited

Water Resources Aulhoriti"

Water Service Provider

Water Sector Trust Fund



Wote Water and Serverage Company Ltd
Annual Report and Financial Statements for the 1'ear ended .Iune -10, 2023

2. Key Entity Information

Background information

Thc wote watcr and Sewcrage company Limitcd was cstablished by the Act of parliamcnt on

28'l' June 2006 and operates as a county entity of County Govemment of Makueni pursuant to

Scction 78 of Watcr Act 2016. At County lcvet, the Company is reprcsented by the County

Executive Member responsible lbr water and sanitation, who together with thc board of Directors

are responsible for the general policy and strategic direction of the Company. The Company is

domiciled in Kenya.

Principal Activities

The principal activity ofthe Company is water servicc provision

Vislon

Access to quality, r'eliable and affordablc water and sewcragc ser.yiccs for all

Mirsion

To provide clcan, safe, reliable, atlordable and sustainable water and scwcragc serviccs through

Collaborative proccsses within Wote and its environs.

Core Values

Integrity, Professionalism and commitment, accountability and transparcncy, Customcr focus,

Equity and Tcam work.

Core Objectivcs

o Increase access to water and sanitation services and coverage within area ofjurisdiction

o Institutional strengthening ofthe company

r Ensure operational efficiency and sustainability of the company

r Attain financial sustainability ofthe company

o Ensure optimal utilization of available water/ optimizing water usage

o Mainstreaming cross-cutting issues of poverty, gender, environment and HIV/AIDS which

impact on water and sanitation.

Dlrectors

The Directors who served the entity during the yearlperiod were as follows:

L Juliana Mutisya - Chairperson - Appointed on 25'h September 2021

2. Becorace Wambua -Managing Director - Left on l8rh October 2023

3. Eng. John Kicti -CECM Water - Appointed on 8rh November 2022

4. Damaris Kavoi -CECM Finance - Appointed on Sth November 2022

5. Rose Musyoka -Appointed on 25!h September 2021

6. Daniel Mututa -Appointed on 256 September 2021

7. Rosemary Maundu -CECM Water -[,eft on 8'h November 2022

8. Mary Kimanzi -CECM Finance -Left on 8th November 2022

9. James Manthi -Ag. Managing Director -Effective l8s October 2023

lll



t

Wote Water and Setverage Company l,td
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Registcred Officc

Makueni Sub county offices

Opposite Makueni County Refcnal Hospital

P.O. Box 132-90300

Makueni, Kenya

Corporate Contacts

Telephone: (254) 04433087

E-mail: wowascowote@Yahoo.com

wowascofi nance2 I @gmail.com

Customer Care Line: 0790833100/0783833 100

Website: wotewater.co.ke

Corporate Bankers

F.quity Flank Limitcd

Wotc Branch

P.O Uox 450-90100

Makueni, Kenya

Independent.{uditor

Auditor Ceneral

The Office of the Auditor Gencral

Anniversary Towcrs, UniversitY WaY

P.O. Box 30084 GPO 00100

Nairobi, Kenya

Principal Legal Advisers

The Attomey General

State Law Office, Harambee Avenue

P.O. Box 40112

City Square 00200

Nairobi, Kenya

2. Thc County Attomey

Office of the County AttorneY

County Govemment of Makueni

P.O Box 78-90300

Makueni



\ ote Wrter rnd So rrge Compeny Ltd
Anoual Report rnd Finencirl St temenb for the yeer ended June 30,2023

3. The Boerd of Directors

CPA Juliana Mutisya <hairperson Age:4E

Acedemic Qudillcedon: Master in Business

Administration

Key Professionel Quelificetion: CPA (K),

cPS(K),rHRM

Work Erpcrlence: Over lSYears in Financial

adm in istration and Management

Age:53

Acedemic Queli0crdon: Master in Business

Administration

Key Profersiond Qudifietion: EIA,/EA Exp€rt

Work Erperiencr: Over 12 Years in Management

Mrn.giDg Director

Eng. John Kieti-CECM Water and

Sanitation
Age:65

Acrdcmic Quelifrcctiol: Brhelor of Science

Key Profcssiond Qudifrcrtion: Registered

Engineer

Work f,rpcrlcncc: Over 15 Years in Water

Engineering

Damaris Kavoi-CECM Finance

Dr. Rose Musyoka Age:56

Acrdemic Quelilicetion: PHlPublic policy

Key Profc*siond Qudification: Registered planner

Work Erperience: Over 20Years in [-and

Managernent, Policy and Research

Age:5 I

Acedemlc Quellficedoa: Master in Business

Administration

Key Profe*riorel Qudilicetion: Engineer

Work Experience: Over 15 Years in water

engineering and Pmject Management

t
Eng. Daniel Mututa

l. Dirtc{ors Dctr ils

Becorace Wamha

.-.

I

^1r
}r

I

II

Age:55

Acedemlc Qudlllcedon: Masrcrs in Business

Administration

Key Proferciooel Quelificetion: CPA(K)

Work Erperience: Over 20Years in Financial

Managemen! Consultancy and advisory serviccs

I
t
I



Wole Weter rnd Siererege Company Ltd
Annual Reporl rnd Finencial StttemetrE for the year ended June 30,2023

Rosemary Maundu

CECM Water- lrft on Es Novembet 2022

Mary Kimanzi

CECM Finance- lrft on Eth November 2022

VI
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Wote \[rtcr end Scwenge Compeny Ltd
Annual Report end Finenchl SlrlemenB for the yerr ended June 30, 2023

4. Key Mrmgement Term

MrnrSing DirEctor

Bocorecc Wembur

Irfl oD lEt Octobcr 2021t

Key rcrdemle/Pnofecsionel qurllficedoo: Master in
Business Administration

Mrln rc.ponslbility

Develop and recommend to the organization

long term strategrcq busincss plans and annual
operating budgets and establishments of proper
internal monitoring and control systems.

ldenti$ financial rtquiranents for thc functions
and activities of WOWASCO
Attcnd to all matters rclated to the functions and

policies ofthe orgon ization.

Technicel Meneger/Ag. Meneging

Direclor

EI
Jemes Mrnthi

Key ecedemlc/Pnofecslonrl qudlftcrti,oa: Certificate
in water technolory
Advanced certificate in Business Management
Mdn rtaponslblllty

o To oversce the company's Technical opcrations
. To providc sbarcgic snd Echnical lcadcrship in

the Technical department to ensurc prcvision of

high quality services.

Finrnce Illeneger

CPA Devid Mringi

Key ecedemic/Pnofesriorel qurlificeti,ol: BCOM
(Financc), CPA (K)
Mrin Rcsponribility
To ensure that all financial resources of the company

are acquired, disbuno{ pnrdently invested fully

accountcd and rcported for a financially sound

company.

Ag.Commcrchl Meneger

Ccclllr N. Muir

Key ecrdeoic/Professionel quelilicetion: Diploma In
watcr Engineering
M.ln R6ponllbility
To ensure thal tle strategies for services delivery and

revenue generation of \YOWASCO is carried out in

accordance with laid down procedures in a morc

efEcient end effective mennef,.

,LEt

v

MrnrgemGllt Detrils
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Wole Wrtcr rnd Scvcn3c Comptny [Id
.'lnnurl Rcport rnd Finrncid Strtcmenls for Oe yerr crtdd Junc J0. 202J

Next b tle chdleoge of Non-revenue water (NRW) ttut has been of natiorul coccra. Ilsptte
dre &d$a tne Bor-ravenua waler impmved from 37olo dunag 6e year 20202021 to.Jl.T/e n
thc ycar lVlZllAZ3.\lcasurcs prrt in d&c to dca, wift rhis problcm incldc lrrv&irg ftc
prwC[E q{ tlc M*ucni ttr&r Act 2020 to ctargc custonrc.cs who bevc bcca &Ed widr
ille8il coqdioos, T*ing dtsdplin ry adion agaim srsffmrnbcrs *'bo erc fmd to hrve been

involvcd ia illegat warer connections, Int€nsirying linc parrols by the rcdmiel 6cld of6oer,
Seositiziin of boti stafr and cornmunity/coosumcrs on Noa-Rcvcnuc walcr aod Brarring fast

re*mtes b ppe bursts md leakages.

Wc rGs rad Scurcrage Compury succcssfrrll-v imptcoeatcd rhc Kitikyrmn{ldivui-
Mwaozo wacr pniu to 90116 compl€tim. this prqitd scope irchdcd coogucil of e lfi)m'
warer saosTc masomry tank, a 50ms ebveEd mctallic walcr sbragc tank er Metivri FitDery'
school, a wicr kiosk al mwanzo martct and a 7.9km pipclinc from kitikltmu through Mrlivani
to MxEzD.
Oncc cf i?bd this folect rryill sxFad tlre number of waer conn@iod! ad @verags to xnre
cihdlcExtcnt.

The oompeay rur4carcrl elso srccessfully did a propml for a &cpoelized uc.Ecot Ecility
(DTF) !o Wacr Scctor Trust Fund (WSTD at a cost of k$s 20M. I xn h.ppy ro iabrm
stalchold.rs thar drc financiag agrccmcnt conuact has bccn donc md thc kcy gaff mornbcrs

trri&d rD Naiyssba readl' to take on tie project. Oace complete thb project will sause

rcmrrt$c itprwemetrl m the s&rrtdim srurrnjon irr Wote torrn ard her g,rvirur!.

The boad would hlc b sincercly theil. drc Couuy Covernneot thror{b fu depruea of
W&r rd Srnitafun for sisting thc watcr utiliq, with valuc dded lL\ (VAT) oootrihrtbn
requircd by thc Wd.r Scctor Trust fund.

Two tf,lrrror nto wsrc membem of &e County' Etrr,wive Commiue for ftnace ard Socio.
eoc*k plrrl*ng 8ld thc o&cr orc for Warcr ard SarittiEr l€n rftff thc .xpity of lhcir Erm
udor ttc old regine. Tronen-direcbrs *to are ECM's of the silc dqrrtorl cuc in rdsr
the rg lcgine_ l{e wish t}rem well ia t}reir neu life -',1 eadeavorrs_

The 6-B!-..q hrs doe a number of proposals to po{€oti.l partncrs ad finaci'rs irduding
thc Cay leverma. Wlcr Soaor Tilr 614 de N-ixrl nd Sritticn Fsgffic
(NAIIAS"L TANATI{I Wrcr Wod.s Dcvcloporca Agtry rd STAWI (-tillc
tresftrnalimal ed acoessible watcr i crventrsr ldrgr&nmc s?onsorcd h' USAID somg
othcrs..

Thc cmpny 6md a mytiad of c*ralkngcs ttrougholt drc finencid ytar in qrr*ior including
fir$l('d bun;l! occsioncd by thc old dilpidard infrasm,rcu$e thus conrributing b 6. high
lcwk of ffiEvcnne rvdcr. Tlrc ftcqucnt madrinc (purps) keakdown cqcciell-v m Lero

trqri4 strtico ad mnuri inelc hzvc crrrtritutctl to dte hrgn lN dtc cclrrpe)' b furng.
KilCr borehob as n6ll had its s1,sem bumt and took abou five montbs to repair.

vlll

5. Clirr's &rtcmcnt

DunaS &e finrrcial !e$ zm2n}n a mrmbcr of activites took plarr- in anr otgatisdid lnqior

araoq thco bcrng &e successful appliceion of opereing liccac. &om rhc W*r Scfr,aoc8

Reguleory Bord (WASREB) .h is e process ltd took us frrom ttlry 2022 ttmlh lb olinc
ptm ld pelment to November 2022. This invotved systemdic negodrioor with the

rcgubor wlere minimum conditions had to be met. I take this opportrniq to dra* th€

mot3tm{s Srtleir spirited effort to male this a suc.ess.

Fdbriag e Fdil;r 
's[tk,igc,)xt 

forum tha uo* plaae in Wote to,ttn in Septcmber 2022 thd rf,a!

urct d ty aek*okdcrs thc rcgulaor swardcd us r rhr:c )rs opcrolg lictoc patrding

rcalisliooof m rGrplffi.



Wote Water and Serverage Company Ltd
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Ducto financial logistics equally mwaani intake has had a sirnilar problcm for about four months

which is yet to be repaired.

As you get to peruse the financial statements you will realise that, the company has been making
losscs for a long pcriod and thc management is using all applicable stratcgic measures to reversc
thrs trend, it is worth noting that All starutory obligations havc bcen adhered to by submiuing
within the rcquircd timclincs with exception of WIBA covcr which has not bccn rcnewed owing
to fi nancial constraints.
To rcmedy on the financial performance of the company, the nranagement intends to seek
funding through the County Government and othcr stakcholders for solarization of thc major
punrping stations to rcduce on the operational costs. In addition, reduction of the NRW frorn the
cuncnt 3 1.2% during the ycar 202212023 to 25% or bclow will lcad to increasc in revenuc.

High operational costs especially on power consumption posc a big challengc to the company.

Thc cornpany watcr production involves punrping which in nrost instarrccs involve double
punrping for thc same volume of water and the othcr onc triplc pumping which inflates the

clcctricity and dicscl bills to high levcls monthly. This makcs it difficult for thc company to
brcak cvcn. lt is hoped that this problcm may be solvcd with succcssful partncrships and

collaboration with ntajor potential financicrs and dcvclopnrcnt partncrs lbr cheaper sources of
power like solar cnergy. Through collaboration and panncrship thc managenrcnt will be able to
prcpare

strategic

kcy pol and administrative documents as requircd by thc rcgulator including the

ince expired

,luliana ill

l) atc: 3 ,1".:ifllsfl

tx

('hairman Iloard of Dircctors



Wote Water and Serverage Company Ltd
Annual Report and Financial Statements for the year ended June 30' 2023

6: Report Of the Managing Director

The financial year 202212023 had quite a numbcr ofcvents taking placc in our company.

Key of them was the successful application of our operating liccnce from the Water Services

Regulatory Board (WASREB).The application process started on May 2022 through the online

process and paymenr tbr the application. This followed a series of negotiations with the regulator

whcre minimum conditions had to be met.

The negotiations culminated into the public participation lbrum that took placc in Wote town tn

Septcmber 2022 from where the regulator awardcd us a thrce year opcrating licence pending

rcquirements. The company received the liccncc in January 2023.

Just like many other Watcr service providcrs across thc country, Non-rcvcnue water (NRW) has

bccn a thorny issue affccting thc company. This is despitc thc fact that thc non-revenue water

improvcd from 37o/o the ycar 202012021 lo 32%o in thc ycar 702112022 and 31.2o/o in the year

202212023. The company management has put in placc a numbcr of Irteasurcs to reduce this

perccntage further. Thcse measures include;

lntensified line patrols by the technical field officers.

Invoking the provisions of thc Makueni water Act 2020 to chargc custonlcrs who have been

found with illcgal connections, Taking disciplinary action against staff mcmbcrs who are found

to have been involved in illegal water connections. Ensurirrg fast responses to pipe bursts and

lcakages, Sensitization ofboth staff and community/consumers on Non-Rcvenuc water.

The company has successfully implemented the Kitikyumu-Malivani-Mwanzo water project to

90% cotnpletion. This project involved constlxction of a l00mr watef storage masonary tank, a

50ntr clevatcd metallic water storage tank at Malivani prirnary school, a water kiosk at mwanzo

market and a 7.9km pipeline from kitikyumu through Malivani to Mwanzo.

Oncc the projcct is contplete this project will increase thc number of water connections and

coverage to some considerable extent.

Going through the statements one will realise that, the company ha-s been making losses for the

last five yea15 and the management is using all possibte and applicablc strategic interventions to

reverse this trend. All statutory obligations have becn adhered to by submitting within the

required timelines with exception of WIBA cover which has not been renewed owing to financial

constraints.

The company management has successfully done a proposal for a decentralized treatment facility

(DTF) to Water Sector Trust Fund (WSTF) at a cost of kshs 20.9M. The financing agreement

contract has been done and the key staff members trained in Naivasha on the project.

Once complete this project will cause remarkable improvement in the sanitation situation in

Wote town and her environs.

The board takes this opportunity to sincerely thank the County Government through the

department of Water and Sanitation for assisting the water utility with value added tax (VAT)

contribution required by the Water Sector Trust fund.

x
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This year saw thc lcaving' 6f trvo directors who werc mcmbcrs of thc County Executivc

Committee for finance and Socio-cconomic planning and thc othcr onc for Water and Sanitation.

They left after the expiry of thcir term under the old regime. Two new directors who are ECM's

of the same department came in under the new regime.

The company has madc sevcral proposals to potential partncrs and financiers as the County

govemment, Water Scctor Trust fund, the National and Sanitation programme (NAWASP),

TANATHI Watcr Works Devclopment Agency and STAWI (sustainable transtbrmational and

accessible water interve ntion programme sponsored by USAID.

The company has had scvcral challcnges throughout the financial ycar in qucstion. Thcse includc

rampant water pipeline bursts occasioned by the old dilapidated infrastructure which is

contributing to thc high levcls of non-rcvcnue watcr, frcqucnt nrachinc (pumps) breakdown

cspecially in kaiti purnping station and mwaani intakc. It is worth noting that kilala borehole had

its system burnt and took about flvc months to repair.

Owing to financial logistics equally mwaani intake has had a similar problem for about four

months which is yet to be repaircd.

Kaiti pumping machines have had problems of frequently damaging bearings owing to their old

agc. The company managcrnent has made several proposals to havc these old surface pumps

rcplaced with ncw subnrersiblc pumps. Again the company thanks the County govemmcnt for

stepping in to repair the kilala borehole and it's also intending to fix the mwaani intake

borehole.

Another major challcngc is high opcrational costs especially on power consumption. Wote Watcr

and Sewerage company water sources involves pumping which most of them do double

pumping for the samc water and the other one triple pumping which inflatcs the electricity and

diesel bills to high levcls cvcry nronth. This makes it dif{icult for the company to break even.

Another challenge the company is facing is the seasonality ofher water sources. During the dry

scason water production reduce by close to 60% while the demand is cither constant or

increasing.

This translates to low revenue by the same margin while some operational costs like employee

salaries and other costs rcmain constant. This contributes to negative working capital and

threatening the going concem conccpt.

This trend has contributed substantially to the losses realized during the financial period.

M
James Manthi
Ag.Managing Director/Secretary to the Board

D** ..qll.H.l.x.: .

xt
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7. Statement Of Performance Against Predetermined Objectives for FY 2022/23

Wotc water and scwcrage company lirnitcd has thc following kcy stratcgic objcctives;

To improve the currcnt watcr distribution infrastructure systcms and logistics in ordcr to providc

sufficient and equitable zonal water supply, To strengthen the rationing program and enable

rcactivation of dormant customer accounts, To reducc the Non water rcvenue (NRW) by

cnsuring timely rcpair of damagcd pipes and identifying and finnly dealing with the illegal

connections, to increase our financial base by improving our revenue collection strategies,

Spearheading the WSP to officiatly be licenced and have an approvcd watcr tariff'

In addition the company intends to engage rvith the County Govemment and other donors,

partners and collaborators in improving and annexing of more water resources with a view to

increasing productivity. rcduce opcrational costs through solarization of water pumping stations,

creation and operationalization of company Website as well as engaging stakeholders in a more

regular manner to ensurc good working environment

Currently the company docs not havc an approved strategic plan but it is in talks with the county

govemment and sTAWI to find modalities of preparing it alongside other key policy and

administrative documcnts,

Thc table below givcs somc summary of the key objectives and how they havc been dealt with

during this financial year 202212023,

-Kiti

kyumu

water

project

-Strictly

adhered to

rationing

schcdulc

-Supply of clean trcatcd

Watcr to residcnts

Less consumer

conrplaints

Number of

cornplaints on

water

shortages

To ensure

customers get

access to

sufficient,

clean and

safe drinking

water

Improve access lo

clean,safe,adcquale

and reliable waler

cnt'trorls

NRW pcrcentage

rcduced from 37% to

3 | .2o/o

Enhanced

pipcline

patrols

-quick

responscs

to bursts

- Strict

enforcing

efforts

MonitoIing

and evaluation

reports

To rcduce

Non rcvenue

watcr from

37Yo to 27Yo

To reduce thc Non

watcr revenuc (NRW)

Solarisation of Mwaani

booster pumping station

Solarisation

ofpumping

Reduced

operational

To reduce

monthly

Reduce operational

costs

{ctivlties Achiei'ements

xtI

Strategic
Plllar/Theme/Issues

Key
Performance
lndicators

Objective
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Wot(
An nr

operational

costs

costs

especially on

power

statl o ns

ing towards full

.lance

Ensure that

the cntity is

officially

licenced

Opcrating

liccncc

Pay for

application,

process and

receive an

operating

licence

Rcceived a 3year

operating Iiccncc

aining
lincd and
brce

traincd
Kcep training

staff for

better

pcrfonnancc

Traincd staff Taking

staff for

training

Several staff membcrs

have been trained

rce inforrnation
communication

)logy

Autonlating

csscntial

scr\/rccs

Use of

technology

Having

automatcd

billing

system

Fully operational billing

system

and Soverage Company Ltd
and !'inancial Statcmcnts for the 1'ear ended June 30, 202-1
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Corporate Governance Statement

As per the WASREB Cooperate Governance Guidelines (2018) and pursuant to Sections 6 and 7

of the Makucni County water Act (2020) which provides for establishment of an appointing

authority and its membcrship for the recruitment of County Water Servicc Providcrs Board of
Directors. The, WOWASCO Board of f)irectors was duly and competitively recruited. in a

transparent manner..

Letters of appointment were issued as required by the guidelines.

All directors in the water sen,ices sector received formal training on their role, duties,

rcsponsibilitics and obligations as well as board practices and procedures on first appointment

belbre thcy begin busincss. This is particularly critical fbr those with no previous Board

expcricncc.

The board's functions includc approving of the company's annual budgct and ensurc it is

lorwardcd functionally to thc water department of the county government, approve the annual

procurcment plan in accordancc with the Public Procurcment and Asset Disposal Act 2015 and

cnsure it rcccivcs quartcrly rcports on its implemcntation. The board of directors also cnsurc that

thcre is an annual work plan that shows the basis on how it will implement its strategic plan. As

well as ensuring that there is a service chartcr crcated that is communicatcd to stakcholdcrs and

consumers in the servicc arca, showing the standards of service to be delivered and how

complaints will be addresscd. The board of directors ensures that the signed code of cthics for

board and staff is a living irnplernented document that gives life to the value of the WSP and

slrapcs thc culturc of thc cntity.

During thc financial ycar the full board nrct four times and the technical and audit committecs

met once whilc thc Finance and administration committee met three times owing to a

disciplinary case involving the formcr technical manager who had been found to have cthical

issues.

Except for the new directors rvho are county executive committee members for Water and

finance respectively, rvho joined the board late last year the other board members received a

formal training on their roles, duties, responsibilities and obligations as well as board practices

and procedures on appointment . This was particularly critical since all the three directors from

the key community stakeholders had little water sector Board experience. The board's

rcmuneration is within thc stipulatcd WASREB and County government guidelines.

Early in thc ye.u, onc ol thc board membcrs was appointed by the county goverruncnt as thc

managing dircctor of the Makucni rural watcr board (MARUWAB) and conscquently resigned

the position ofthc dircctor to avoid conflict of intcrest. This created an advantage lo the board on

matters of rotation and succession sincc the three members of the board liom thc community

were appointed on the samc day and staggering their exit would have otherwisc becn a challenge.

Thc appointing authority will be advertising the vacant position of a board membcr.

The attendance of the board meetings has been commendable with few cases of absence with

apology.

The board of directors also signed a performance contract with both the County executivc

membcr for Water and sanitation and the managing director who in tum cascaded it to the

managemcnt team and in adapted format to all staff. This is meant to ensure that managemcnt

submits to the board relevant information on performance on a qua(erly basis.
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8.Management Discussion and Analysis

For the past tlree to five years the company had experienced l<lsses in her operations that have

been occasioned by high operational and maintenance costs such as high electricity bitls, high

cost ofmaintenance and repairs ofthe water infrasfucture and staff remunerations.

In the year 2O2l the company did a proposal to WSTF for the expansion of water distribution

from kitikyumu borehole through Malivani to Mwanzo market which was successful. The bore

hole had been done by the county govemment and handed over to the company in 2020. The

county govemment had also done a 50M3 tank uphill for storage and distribution but it was

realised that so much water was not being utilised owing to less demand in that area and this

informed the need to have it diskibuted to needy areas such as Malivani and Mwanzo areas.

The project started in October 2022 and by the end of the financial year it was at about 90%

complete. Once completed the company anticipates to realize about 500 more connections which

may expand her revenue base.

The project vras funded through partnership where the County Gcvemment and the Water

Servioe Provider contributed l6Yo value added tax (VAT) white the Water Sector Trust Fund

contributed 84% of the kshs 16.9 Million project.

During the financial year 2022/2023 the management also did another proposal to Water Sector

Trust fund for a dccentralized treatment facilitv for Wote town and hcr cnvirons which was

successful. Though the financing conkact was siped mid June 2023, the project is yet to
formally kick offthough the training of the project task team has been done.

The company management has been keen to meeting statutory requirements especially on

remittances of statutory documents to the respective institutions such as NSSF, NHIF, KRA,
I.JIJA xryqnng othelc

Ihe company faces financial challenges that need support fiom the County Government,

National Govemment and other potential financiers to improve the situation.

One risk the company is facing is old dilapidated infrastnrcture that needs replacement. The

pumping machines are old leading to high maintenance cost due to frequent breakdowns. The

company management is engaging potential donors for procurement of new and quality

preferably submersible pumps.

The water sources mainly of which are boreholes and sumps are slightly drying. The amount of
water production goes down as the dry spell picks up and this contributes to low revenue.

The &op in production sometimes goes below 50% and this causes serious water shortages

within the area of operations.

High pumping costs due to increased electricity costs and triple pumping of which the third level

pumping use diesel pumping generators.

To solve this problem the company through the board of directors and management did a

proposal to thc County govemment for solarisation of the main pumping stations. It is worth

noting that the County govemment was able to allocate kshs l0Million for the solar installation

of mwaani booster pumping station which is the highest power comumer followed by kaiti
pumping station and mwaani intake. The management has done more proposals to potential

donors to solicit funds for solar installation into these key pumping stations. The company board

and management are in collaboration to look for more water sources to cushion the decreasing

level of water volume per day, Kamunyolo dam, kaiti 2 and kaiti 4 are some of the strategic

priorities in the management expansion agenda. Otherwise the company is exploring more other

sources of water for wote town and her environs.

The high operational costs have also contributed to increased creditors who have not been paid.

One ofthe strategies to rcduce these accounts payable by the cornpany management is to engage

an extcmal debt collector to assist in collection ofour accounts receivables.

The dcbt collection agent is expected to start operations from I 't September 2023.
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As stated elsex.hcr€ tlrc c.ompany man gemeot has made several proposals to the county
govemmenl' wsrF, Ministry of water and Sanitation in the National govemment thmugh
National wa&r and Saniration Programme (NAwASp) and STAWI (Sustainable,
Transformational ard Accessible water lnvention) programme. If these proposals sail through
then the company will be able to increase warer prcductivity translating to more connections and
coverage as well as irrcreased revenue.

The annual monitoring and evaluation report is as shown in tie following table below.

The company second highest op€rational expense is electricity. This is because our water
sourses are underground based such as boreholes and sumps. The water from these sources
are double or triple pumpod beforc it reaches 6e final consumers. The company and potential
partners 8re looking for way and resouroes to solarise the pumping stations to reduce the
power bill. Thankfully Mwaani booster solar installation project is almost 95% complete.
Below is a pie chart showing the distribution ofexpenses;
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Below is I bar chart showing tfie compsrison bctween water produccd againsl water sold in
MT;
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KEY PERI'IORJ}TANCE INDICATORS
The water services regulatory board measurc the performance ofall water companies in the
country on the following key performance indicators:

PERFOR.IIIANCE
INDICATOR

BENCHIV1ARK
/Rf,QUIRED
Lf,VEL

CURRENT
STATUS
(2022t23)

Rf,MARKS

Watcr qurlity >95 95 Good

Water coverage >90 23 Below required level.
The company is in the process of updating &ta
on other water s€rvice within its area of
jurisdiction in orrder to give the true r€flection on
waler coverage

Houl! ofwrter
supply

t7-24 Below required level

IYRW 25 32 Below required level

Strfi /l(nO
connectioos

9 l3 Acceptable

Personnel
erpenditurc

40-45 4E Acccptable

Revclue
collection

>95 98 Good

O& M coot
coverlge

>150 92 Below rcquired level
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g.Environmental And Sustainability Reporting

i,) Sustainability strategy and profile -

The company's mission is to provide clean, safe, reliable, affordable and sustainable water and

sewerage services through Collaborative processes within Wote and its envitons.. This has been

supported by the fotlowing objectives;

o To increase access to water and sanitation services and coverage within area ofjurisdiction

. To promote institutional strengthening of the company

o To ensure operational efficiency and sustainability of the company

. To attain fmancial sustainability of the comFany

o To realize optimal utilization of available water/ optimizing water usage

o To mainstream cross-cutting issues of poverty, gender, environment and HIV/AIDS which

impact on water and sanitation.

To achieve this, the management has entered into partnership with both the county

goverrrment an<l r,ther potential development partners to achieve these objectives. It is worth

noting that scarcity of resources coupled *'ith hard economic times pose a challenge to the

achievements of these targets. The management has made proposals to several national and

intemational donors to assist in installation of modern technology to optimise use of

available resources and bring down the non-revenue water into lower and acceptable levels.

ii) EnvironmentalPerformance.

Though the company does not have her own environmental policy but it follows the

County govemment one to promote environmentally friendly practices in her operatrons.

The company staff participates in environmental related forums that take place within

wote town and her environs. The Management has appointed an environmental

Champion to spearhead matters on environment.

iii) EmploYee welfare

The company has a human resource Manual that it uses though it requires updating. The

workforce is cornposed of three categories namely those that have been seconded by the

county government, those employed on permanent basis and those that are on contracts.

Hiring of staff is authorised by the board and done on need basis. The Human resource

function has becn activa.c., j.-.^g this financial year $,ith the recruitment of a h:..ti::.

resource officer which has been long overdue

Training of employees is done on need basis though tlie entity lacks the required financial

muscles to canl out substantial training for all staff.
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iv)

a)

b)

c)

Market place praclices-

Responsible competition practice.

Though the company is not in competition with another one as far as water

provision is concemed, the nlanagement is considering entering into public

private partnership especially with privatc borc hole owners for bulk watcr buying

arrangements so that wc can increase the water supply to our customers.

Responsible Supply chain and supplier relations

Wote water maintains a good customer relations profile with all her stake holders

through constant cngagement and interactions. This involves rcgular

communications and even faster grievance handling of customers.

Responsible markeling and advertisement.

The company maintains good opcrational practices in thc spirit ofproviding clean,

safe and sufficient attordablc water to wote rcsidents and her cnvirons

v)

d) Product stewardship

The management and staff respects the rights of consumers at all levels. The

company strivcs to ensurc provision of safe clean and sufficient watcr to her

customcrs. Any pre-organiscd watcr supply intemrptions are communicated carly

enough and customer complains promptly addressed. Customers get their bill in

time and any intcnt to disconncct them due to non-pa),,ment is cornnrunicatcd

severally and in good tirnc.

Cotporate Social Responsibility / Community Engagements

In Kamunyolo dam thc company providcs free water to a selfhclp group involvcd

in tree seedlings nursery preparation and growth. This is not only encourages

growth of trees but also is responsive to issucs related to clinratc changc.

In the company premiscs wherc thcrc arc other offices involvcd thc company

provides free water for cleaning and drinking for the officers and visitors.

t
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10. Report Of the Directors

Thc Dircctors submit their report togcthcr with thc audited financial statemcnts lbr thc ycar

cndcd Junc 30, 2023 which show thc statc of thc conrpany's affairs.

i) Principalactivities

The principal activitics ofthe Company continue to bc watcr servicc provision

ii) Results

Thc resuhs of the company for the year cndcd Junc 30, 2023 are set out on pagc l. Bclow is

summary of the profit or loss made during the year.

202.1 2022

46.845.40 r

(47.43 l,8l 7)

( sE6,4r6)

iii) Dividends

Thc company has not declared dividcnds for thc ycar cndcd June 30,2023 duc to thc ownership

of thc company being a County Govcrnnrcnt cntity.

iv) Directors

The mcmbers of the Board of Dircctors who scrvcd during the year are shown on pagc ..v.. In

accordance with Regulation 58 ofthe company's Articles ofAssociation.

v) Auditors

Thc Auditor General is rcsponsiblc for thc statutory audit of the Company in accordancc with

Arriclc 229 of thc Constitution ot'Kcrtla and the Public Audit Act 2015.

By Order of the Board

Mr:
James Manthi
Ag. Managing Director/Secretary to the Board

o,*, ..9-1.[.Q|far.tx.........

42,676,9'78

(50,61 2,s2 r )

(7,93s,543)
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I l. Statement Of Directors' Responsibilities

Scction 164 of the Public Financc Managcmcnt Act, 2012 and, companics Act 2015 rcquire the

Directors to prepare financial statcmcnts in respect of that Company, which givc a true and fair

view of the state of affairs of the Company at thc cnd of thc financial year/pcriod and the

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

Company keeps proper accounting records which disclose with reasonable accuracy the financial

position of thc Conrpany. The Dircctors arc also responsible for safeguarding thc asscts of the

Company.

The Dircctors are responsible for thc preparation and prcsentation of thc Company financial

statements, which give a true and fair vierv of the state of affairs of the Company for and a^s at the

end of the financial ycar (period) ended on June 30, 2023. This responsibility includes:

(i)Maintaining adequatc linancial managemcnt arrangclnents and cnsuring that thcsc continue to

bc cffectivc throughout thc reporting pcriod;(ii)maintaining propcr accounting records, which

disclose with reasonable accuracy at any time the financial position ofthe entity; (iii)Designing,

implernenting and maintaining intcmal controls rclcvant to the prcparation and fair presentation

ofthe financial statements, and cnsuring that thcy are frcc from matcrial misstatcments, whcthcr

due to error or fraud; (iv)Safcguarding thc assets of thc Company; (v)sclccting and applying

appropriate accounting policics; and (vi)Making accounting estimates that arc reasonable in the

circumstances.

Thc Directors rcsponsibility lbr thc Company financial statcrncnts, which havc becn preparcd

using appropriatc accounting policics supported by rcasonablc and prudcnt judgements and

estirnates, in conformity rvith International Financial Reporting Standards (IFRS), and in the

manner required by the PFM Act,2012, Watcr Act 2016 and companies Act 2015.

The Directors are ofthe opinion that the Company's financial statements give a true and fair view

of the state of Company's transactions during the financial ycar cndcd Junc 30, 2023, and of thc

Conrpany's financial position as at that date. Thc Directors I'urther confirm the cornplctcncss ofthe

accounting rccords maintaincd for thc Company, rvhich havc bccn relicd upon in the prcparation

of the company financial statements as wcll as thc adcquacy of the systems of internal financial

control.
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Statement Of Directors' Responsibilitics (Continucd)

In preparing the financial statclrcnts, thc Dircctors have asscsscd thc cntity's ability to contlnuc

as a goirrg concem and disclose that the Company's ability to sustain its operations will depend

on Govcrnment subsidy and othcr stakcholdcr's support. Thc company's high opcrational costs

havc led to thc persistenl losscs, ncgativc rctaincd camings and ncgativc working capital.

Approval of the financial statements

The company financial statements werc approved by the Board on 31.o 20 +y
and sign

\

Juliana Nl il James Manthi

Ag. Managing DirectorChairperson of the Board
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REPORT OF THE AUDITOR-GENERAL ON WOTE WATER AND SEWERAGE
COMPANY LIMITED FOR THE YEAR ENDED 30 JUNE,2023

PREAMBLE

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

A. Report on the Financial Statements that considers whether the financial statements
are fairly presented in accordance with the applicable financial reporting framework,
accounting standards and the relevant laws and regulations that have a direct effect
on the financial statements.

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

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

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

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

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of Wote Water and Sewerage
Company Limited set out on pages 1 to 51, which comprise of the statement of financial
position as at 30 June, 2023 and statement of profit or loss and other comprehensive
income, statement of changes in equity, statement of cash flows and the statement of
comparison of budget and actual amounts for the year then ended, and a summary of

Report of the Auditor-General on l|ote lYater and Sewerage Company Limitedfor the year ended 30 June, 2023
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significant accounting policies and other explanatory information in accordance with the t
provisions of Article 229 of the Constitution of Kenya and Section 35 of the Public Audit
Act, 2015. I have obtained allthe information and explanations, which, to the best of my
knowledge and belief, were necessary for the purpose of the audit.

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

Basis for Qualified Opinion

1. Unsupported General and Operations Expenses

The statement of profit or loss and other comprehensive income reflects general and
operations expenses of Kshs.20,828,924 as disclosed in Note 10 to the financial
statements. The amount includes expenditure on domestic travel and subsistence
allowances of Kshs.505,000. Review of records revealed that the amount relates to
imprest issued to staff imprests without imprest warrants nor was a register maintained.
Further, the imprests was not accounted for through surrender vouchers and relevant
supporting documents such as, work tickets, fuel receipts and back to office reports.

ln the circumstances, the propriety and regularity of general and operations expenses of
Kshs.20,828,924 could not be confirmed.

2. Trade and Other Receivables Balance

The statement of financial position and as disclosed in Note 20 to the financial statements
reflects trade and receivables balance of Kshs.10,630,308. Review of trade and other
receivables records revealed that the trade receivables balance is net of provision for bad
debts of Kshs.2,227 ,860 equivalent to 100% of gross inactive receivables which are debts
more than 360 days. Approval for 100% provision for bad debts was not provided for
audit. Further, trade receivables of Kshs.7,038,289 or 56% of the gross trade receivables
have been outstanding for more than .,120 days and their recoverability is
doubtful. Management did not indicate measures instituted for the recovery of long
outstanding debts.

ln the circumstances, accuracy and fair statement of trade and other receivables balance
of Kshs.10,360,308 could not be confirmed.

3. Customer Deposits Balance

The statement of financial position reflects customer deposits balance of Kshs.5,330,850
and as disclosed in Note 25 to the financial statements. The amount is refundable on
demand to those terminating their service contracts with the Company and who have no
outstanding bill. Review of the supporting documents revealed that the customer deposit
cash book reflects a balance of Kshs.2,071,719. Further, the customer deposit balance

Report of the Auditor-General on Wote ll/ater and Sev'erage Company Limitedfor the year ended 30 June, 2023
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held at the bank, was Kshs.1,269,987. Reconciliation of balances between the three
records was not provided for audit.

ln the circumstances, the completeness and accuracy of the customer deposits balance
of Kshs.5,330,850 could not be confirmed.

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

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

Emphasis of Matter

1. Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflect final revenue budget
and actual on a comparable basis of Kshs.49,114,000 and Kshs.42,676,978 respectively
resulting to an under-performance of Kshs.6,437 ,022 or 13% of the budget.

ln the circumstances, the underfunding affected implementation of the planned activities
and programs and may have impacted negatively on service delivery to the residents of
MakueniCounty.

2. Long Outstanding Trade and Other Payables

The statement of financial position and as disclosed in Note 26 to the financial statements
reflects trade and other payables balance of Kshs.27,164,035. Review of payables
records revealed that the balance includes abstraction fee -WARMA, 4% Regulatory fee-
WASREB, audit fee and Lease fee - TanathiWater Board balances of Kshs.1,410,318,
Kshs.7,930,644, Kshs.1,293,000 and Kshs.7,513,228 respectively, all totalling
Kshs.18,147,190, which have remained outstanding for a significantly long period.
Further, trade and other payables balance increased by Kshs.5,285,242 from previous
year balance of Kshs.21 ,878,793, further indicating that the Company is facing challenges
in settling its obligations. The Company is exposed to litigations and the risk of incurring
penalties and interest for late payments.

3. Material Uncertainty Related to Going Concern

The statement of profit or loss and other comprehensive income reflects loss before
taxation of Kshs.7,935,543 (202112022 - Kshs.586,416). Thus, the financial performance
decreased by Kshs.8,521,959 during the period under review. Further, the statement of
financial position reflects current liabilities totalling Kshs.27,164,035 which exceeded
current assets of Kshs.15,759,348 by Kshs.1 1,404,687 . Thus, the Company is technically
insolvent. Further, the trade and other payables balance of Kshs.27,164,035 increased
by Kshs.5,285,242from the previous year's balance of Kshs.21,878,793. The increase
may be an indication of inability to settle its ohligations as and when they arise. ln addition,
the Company owes its customers Kshs.4,060,863 borrowed from customer deposits
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account for operations. However, the financial statements have been prepared on a going
concern basis while Management have not disclosed this fact. The Company may not be
a going concern and may not sustain its service in the near future.

My opinion is not modified in respect of these matters.

Key Audit Matters

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

Other Matter

Unresolved Prior Year Matters

ln the report for the previous year, several issues were raised under the Report on
Financial Statements, Report on LaMulness and Effectiveness in Use of Public
Resources and Report on Effectiveness of lnternal Controls, Risk Management and
Governance. However, Management has not resolved the issues or given any
explanation for failure to adhere to the provisions of the Public Sector Accounting
Standards Board template.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

1. Failure to File Annual Returns

Review of the Company's records revealed that it was incorporated in 2006. However,
Management did not provide evidence of filed annual returns with the Registrar of
Companies as provided for by the law. No explanation was provided by Management for
the failure to file returns.

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

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

Basis for Conclusion

The statement of profit or loss and other comprehensive income reflects operating
revenue amount of Kshs.37,114,418 which includes water sales of Kshs.35,488,988 as
disclosed in Note 6 to the financial statements. Review of water production records
revealed that the Company produced 427 ,615 M3 of water, out of which only 294,213 M3



or 69% was billed to customers. The balance of 133,402 M3 or approximately 31% of total
production represents Non-Revenue Wailer (NRW) valued at Kshs.11,071,412 which is
above the allowable loss of 25% by 6% contrary to the Water Services Regulatory Board
guidelines. No satisfactory explanation was provided for the high level of NRW, and the
measures put in place by Management to reverse the trend.

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

3. Lack of Approved Water Sales Tariff

The statement of profit or loss and other comprehensive income reflects operating
revenue of Kshs.37,1 14,418, which includes water sales of Kshs.35,488 ,988 (202112022-
Kshs.37,047,326) and as disclosed in Note 6 to the financial statements. However, this
amount was not supported by a gazetted water tariff by Water Service Regulatory Board
(wASREB).

ln the absence of updated and approved tariff structure, the accuracy of the water tariff
being applied by the water Company and the actual revenues collected may be
understated.

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

4. Non-Adherence to National Cohesion and lntegration Act

Review of the Company's personnel records revealed a total of thirty-seven (37)
employees out of which thirty-six (36) or 97o/o 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 lntegration Act, 2008 and Section 65(1Xe) of the County Governments Act,
2012 which states that, in selecting candidates for appointment, the County Public
Service Board shall consider the need to ensure that at least thirty percent (30%) of the
vacant posts at entry level are filled by candidates who are not from the dominant ethnic
community in the County

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

5. Non-Compliance with One Third Deduction Rule

The statement of profit or loss and other comprehensive income and Note 9 to the
financial statements reflects staff costs of Kshs.23,813,725. Analysis of the payroll
records provided showed that six (6) employees earned a net pay below one third of their
basic pay during the year under review contrary to Section 19(3) of the Employment Act,
2007 which states that the total amount of deduction of the wages of an employee shall
not exceed twothird (213) of the basic salary.

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

6. Failure to Gazette Board Members

The statement of profit or loss and other comprehensive income and Note 11 to the
financial statements reflects board expenses of Kshs.1 ,128,670. Review of records on
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in theboard's appointment process showed that although due process was followed
appointment of the Board of Directors, they were yet to be gazetted.

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

7. lrregular Employment of a Human Resource Officer

During the year under review, the Company employed a Human Resource Officer (HRO),
who was confirmed on 1 January ,2023 on permanent and pensionable terms. Review of
the personnel file revealed that the vacant position was not advertised, the candidate did
not apply for the position, the successful candidate did not meet the minimal requirements
for the post and upon employment the officer's starting salary of Kshs.44,200 was way
beyond the set minimal level of Kshs.33,300. No explanation has been provided by
management on the irregularities on the employment of the HRO officer.

ln the circumstances, the regularity of recruitment process of the Company Human
Resource Officer could not be confirmed.

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

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

REPORT ON THE EFFECTIVENESS OF
MANAGEMENT AND GOVERNANCE

INTERNAL CONTROLS, RISK

Conclusion

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

Basis for Conclusion

1. Lack of a Strategic Plan

Review of the Company documents revealed that it lacked a strategic plan that
establishes the strategic framework for the delivery of services and timely monitoring and
evaluation of performance. Thus, the Company is not able to operate efficiently and in an
effective manner in the delivery of its mission resulting to poor water and sewerage
services to its clients.

In the circumstances, the effectiveness of the Company's strategy to respond to changing
internal and external environment could not be confirmed.
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6



2. Lack of lnternal Audit Function

During the year under review, the Company did not have an internal audit function to
perform risk assessment processes and evaluate operational effectiveness of the
Company through reviews of the internal controls. The Company risks having financial
accountability and risk assessment challenges in the absence of an internal audit unit.

ln the circumstances, the effectiveness of internal controls, assurance and advisory
services could not be confirmed.

3. Lack of Risk Management Policy

Review of documents presented for audit revealed that the company lacked a Risk
Management Policy and thus does not have a framework for management of risks hence
it is not possible for the entity to identify, assess and control risk.

ln the circumstances, the effectiveness of the Company's risk management strategies,
fraud prevention mechanism and internal controls that builds robust business operations
could not be confirmed.

4. Lack of lnformation Communication Technology Policy and Disaster Recovery
Plan

Review of ICT environment revealed that the Company has two systems, an lT system
for water billings and payroll. However, the Company has been operating without an ICT
security policy that forms the basis of operating and managing locally built back-end and
front-end systems to deliver services. Further, the Company did not have a disaster
recovery and business continuity plan.

ln the circumstances, the effectiveness of the Company's assurance of data security and
business continuity in the event of disaster could not be confirmed.

5. Lack of Human Resource lnstruments

During the year under review the Company did not have an approved staff establishment,
scheme of service and related salary structure guidelines contrary to Section 82 (1) & (2)
of the PSC Human Resource Policies and Procedures Manual of May 2017. lt was
therefore not possible to confirm the minimum qualifications required for the various
officers employed, the basis for assessing the objectivity of the staff recruitment,
placement and retention, promotion, career progression and compensation criteria
applied.

ln the circumstances, the effectiveness of the human resource function could not be
confirmed.

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

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

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

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

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

Responsibilities of Management and Board of Directors

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

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

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

The Board of directors is responsible for overseeing the Company's financial reporting
process, 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
and risk management and ensuring the adequacy and effectiveness of the control
environment.

Auditor-General's Responsibil ities for the Aud it

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditor's report that includes my opinion in accordance with the provisions
of Section 48 of the Public Audit Act, 201 5 and submit the audit report in compliance with
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ln addition to the responsibility for the preparation and presentation of the financial
statements described above, Management is also responsible for ensuring that the
activities, financial transactions and information reflected in the financial statements are
in compliance with the authorities which govern them and that public resources are
applied in an effective way.



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 rvith lSSAls will always detect
a material misstatement and weakness when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis
of these financial statements.

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

Further, in planning and performing the audit of the financial statements and audit of
compliance, I consider internal control in order to give an assurance on the effectiveness
of internal controls, risk management and governance processes and systems in
accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 20'15 and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of
the internal control would not necessarily disclose all matters in the internal control that
might be material weaknesses under the lSSAls. A material weakness is a condition in
which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements caused by error or fraud in
amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions.

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

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

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

a

o

a

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

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

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

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

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

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

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

FCPA BS

Nairobi

21 March,2024
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Wote Water and Sewerage Company Ltd.
Annual Repo rt and Financial Statements for the year ended June 30' 2023

13. Statement Of Profit or Loss & Other Comprehensive Income for the Year Ended 30 June 2023

Reven ue

37,lr4,418 4t,422,8686Operating Revenue
4,188,783'7 4,700,760Grants Income

861 ,800 1,233,7508Other Income
0I 0Finance income
00Other gains/(losses)

42,,616,978 46,845,401Total Revenue

Expenses
23,',729,4429 23,813,72sStaff Costs

20,828,924 t'7,526,165l0General and Operations expenses

1,t77,600ll t,t28,670Board Expenses

3,74t,022 3,851,2'71t2Maintenance Expenses

t,t47,339l3 1,r00,180Depreciation and Amortization expenses

0 0Finance Costs

47,431,81750,612,521Total Expenses

(7,935,543) (586,416)

0 0t4Income Tax Expense/(Credit)

(586,416)(7,935,543)Profi t/(Loss) After Taxation

l5 ( r,s87)Eamings Per Share - Basic and Diluted (tt7.28)
0t6 0Dividend per share

Other Comprehensive Income
(586,416)(7,93s,s43)Profit/ (Loss) After Taxation

00Surplus Or Deficit on Revaluation Of PPE

00Remeasurement Of Net Defined Benefit Liability
00Fair Value Gain/(Loss) On Investments In Equity

Instruments Designated As At FVTOCI (Fair Value

Through Other Comprehensive Income)

(586,416)(7,935,543)

2021-2022

Kshs

Note

I

Total Comprehensive Income for The Year

2022-2023

Kshs

Profi t/(Loss) Before Taxation
I

l= l



Wote Water and Sewerage Company l,td.
Annual Report and l,'inancial Statements for the year cnded June 30, 2023

14. Statemcnt Of Financial Position As at 30 Junc 2023

Assets

Non-current assets

Property, plant and equipment t7 15,417,1l6 5,365,390

Intangible assets 360,000 0

Invcstmcnt property 0

Total non-current assets 15,777,116 s,365.390

Currcnt assets

Inventorics t9 99,lU l 43,3It4

Trade and receivable 20 10,630,308 12,145,498

Bank and cash balanccs 2l 5,029,859 3,t t2,'725

Total Cu rrent assets 15,759,348 I 5,301,607

31,536,464 20.666,997

Equity and liabilities

Capital and Reserves

Ordinary share capital 22 40 40

Capital rcserve 23 t7 ,02t,356 3,81 5,088

Retained eamings 24 (t7,979,8t7) (t0,044,274)

Capital and Rcserves (9s8,42 r) (6,229.,146',)

Non-current liabilitics

Customcr Deposits 25 5,330,8s0 s,017,350

Total non-current liabilities 5,330,{t50 5,0t 7.350

Current liabilities

Notc 2022-2023

Kshs

202 t-2022

Kshs

2

l8
0

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

Tradc and othcr payables 26 27,164,035 21,878,793

Total current liabilitics 27,164,035 2l,878,793

3l,536,464Total equity and liabilities 20,,666,997

The financial statements were approved by the Board on
bchalf by:

3l 'ol. 20.C|f and signed on its

JULIANA MUTISYA

Chairman of the Board

MK
JAMES MANTHI

Ag.Managing Director

DAVID K. MAINGI

Head of Finance

ICpAK M/No: ^t46J8

3

2022-2023

Kshs

202t-2022

Kshs

Note



Wote Water and Sewerage Company Ltd
Annual Report and Financial Statements for the 1'ear ended June 30, 2023

15. Statement Of Changes in Equitl for the Year Ended 30 June 2023

As at July 1,2021 l0 0 0 (9,457,858) 0 (107,012) (9,,564,830)

New capital issued

Revaluation gain

Transfer of excess

depreciation on revaluation

Deferred tax on excess

depreciation

Fair value adjustment on

quoted investments

Profit for the ycar (s86,4 r6) (s86,4 r 6)

Capital/Development
grants received during the

year

23 3,922,100 3,922, r 00

Transfer of
depreciation/amortisation

from capital fund to

retained earnings

Dividends paid - prior year

Interim dividends paid -
current year

Proposed fi nal dividcnds l6

As at June 30,2022 23 40 0 0 (10,044,274) 0 -1,8 t s,088 (6,22e,,t46)

As at July I ,2022 40 0 0 (10.044.,274) 0 3,81 s,088 (6,229,146)

Fair value
adjustnrent
rcscn'c

CapitaV
Developme

nt Fund

I'otal

4

Nofes Ordinary
share

capital

Revaluatio
n reserve

Retained

earnings
Proposed

dividends
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0000000Issue of new share capital

Revaluation gain

dc reciation on rcvaluation
Transfer of excess

Deferred tax on excess

depreciation
Fair value adjustment on

uoted investmcnts
('7,935,543)(7,93s,s43)Profit for thc year

t3.206,268t3.206,268
23

Capital/Development
grants received during the
year

Transfer of
depreciation/amortisation
from capital fund to
retained earnin

Dividends paid - prior year

Intcrim dividcnds paid -
current

Proposed final dividends
(9s8,42 r )r 7,02 r,3560(17.979,817)00.10At June 30. 2023

Notes Ordinary
share

capital

Capital/
Developme

nt Fund

Revaluatio lotal
n t'esen'e

)

Fair value
adj ustntent
res0rve

Retained

earnings

Proposed

dividends



Wotc Water and Sewcragc Company Ltd
Annual Report and Financial Statements for the year ended June 30,2023
16. Statemcnt Of Cash Flows for Thc Year Ended 30 June 2023

Cash Flows from Operating Activities

Reccipts

3 7.104. r 5s 41,718,955Operating Receipts

0 893, 133Grants Income

0 0F-inance Income

478,150Othcr Incomc

354,500 4l l ,000

38, r 63,455 43,501,838Total Rcccipts

Pavnrents

Staff Costs 18.393.393 20.110.288

16,550,882Gencral And Opcration Expenses

982,500 r,026,550Board Expenses

2,72s,790 2,415,496Maintenancc Expcnscs

0 0Financc Costs

41.000 188.000Refund Of Customer Deposits

38.,693,565 4 I ,209,8l3'f otal Paymcnts

2{i (5-10,1l0) 2,292,025Nct Cash Frorn/ (Uscd ln) Operating Activities

Cash Flows from I nvesting Activities
( 10,309,024) (860,64s)Purchasc Of Property, Plant And Equipmcnt (PPE)

13.206.268 0Grants received for PPE

Purclrasc Of Intangible Asscts (450,000) 0

Purchasc Of Invcstmcnt Propcrty 0 0

0Purchase Of Quoted lnvestments 0

0 0Procceds From Disposal of Quotcd Investments

(860,64s)Net Cash From/ (Used In) lnvesting Activities

Cash Flows from liinancing Activities
0 0Proceeds From Issues of New Share Capital

0 0Proceeds From Bonowings

Repaynrent Of Borrowings 0 0

l6 0 0Dividends Paid

0 0

I ,91 7,134 r,43 r,380I ncrease/(Decrease) In Cash and Cash Equivalents

3,112,725 I ,681 ,34sCash And Cash Equivalents At Beginning Of Ycar
Effects Of Foreign Exchangcs Rate Fluctuations 0 0

2l
5,029,859 3,112,725

Cash And Cash Equivalents At End of the Year

Note 2022-2023

Kshs

2021-2022

Kshs

6

s04,800

Customer Dcposits

t7.469,479

2,117,,244

Net Cash From/(Used ln) Financing Activities



Wote Water and Serverage Companl' Ltd
Annual Rep ort and Financial Statements for the vear ended June 30, 2023

17. Statement Of comparison of Budget & Actual Amounts for The Period Ended 30.Iune 2023

Xxxo/oKshs KshsKshsKshsKshsRevenue
83Yo I('7,2ss.s82)37,t14,41844,370.000044,370,000Operating Revenue

0 00000Non-Operating Revcnttc
2117.5%700.7604,700,7604.000,00004.000,000Grants

0000 00Finance Incomc
.,I 15.8I 17.800861 ,800744.0000'744,000Othcr income

(6,437,022't 86.9<t42.676.978{9.11.1.000049,114.000'l'otal Revcnue
Expenses

1030(702,'713\23,813,72523,1fi,012023,t11,012StaflCosts
I49.4yo1,128,670 1,157,3302,2tt6,00002,286,000Board Expcnses

109.7%( r ,934,e36)21,929,10419,994,1680I 9,994,168General and operations
Expenscs

100.5%( r 8,202)3,741,0223,722,82003.722,820Maintenance
000 000Finance costs

103,'h50,612,521 ( I ,498,,521 )49.1r4.000049,114,000Total Recurrent
Expenditu re

(1,93s,s43)(7,93s,s43)0 00Profit or l-oss

f34.901,1,627,118872,8820 2.s00.0002.500.000Capital Erpenditure

99.81'h51,485,403 t28.5925r,614,00005 t,614,000Total Erpenditurc

0riginal
budget

A

Performanc
e difference

e- c-d

o/o ot
utilization

f=dlc o/"

Notes
{.dj ustnent

b

7

Final
budget

C=a+b

Actual on
comparable

basis
D

s
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Annual Report an nan mcn ended June 30,2023

Notes:
1. Operating Revenue- Revenue reduced due to low water sales during the year under review
2. Grants - Grants werc morc than anticipated.

4

5

Board Expense- The Board did not attend benchmarking tours as was anticipated due to
Capital Expenditure- Most of the capital expenditure items werc not donc due to lack of funds

ow revenue

l
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Wote Water and Sewerage Company Ltd
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18. Notes To the Financial Statements

l. General Information

Wote Water and Sewerage Company Ltd is established by and derives its authority and

accountability from Company's Act. The Company is wholty owned by the Makueni County

Govcmmcnt and is domicilcd in Kcnya. The Company's principal activity is water scrvice

provision.

For Kcnyan Companics Act rcporting purposcs, the balance sheet is rcprcscnted by thc statement

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

comprehensive income in these financial statements.

2. Statement of Compliance and Basis of Preparation

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

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

financial instruments at fair value, irnpaired 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 thc usc of cstimatcs

and assumptions. It also requires management to exercise judgernent in the process of applying

the Company's accounting policies.

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

functional and rcporting currcncy of thc Company. Thc figurcs are roundcd to the nearest Kenyan

shilling.

The financial statcmcnts have bccn prepared in accordancc with thc PFM Act, the State

Corporations Act, Water Act 2016 and the Company's Act, and Intemational Financial Reporting

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

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

Notes to the financial statements (continued)

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

New and anended standards and interpretations in issue and elfective in the year

ended 30 June 2023.

Thc new standard cstablishcs principles lor the

recognition, rneasurcmcnt, prcscntation and

disclosure of insurance contracts issued. lt also

requircs sirnilar principles to be applicd to

reinsurance contracts held and investrnent contracts

with discretionary participation features issued. The

objective is to ensure that entities provide relevant

information in a way that faithfully rcpresents thosc

contracts-

The Company does not issue insurance contracls

Effective for annual

periods bcginning on or
alter l"'January 2023.

IAS (lnternational

Accounting

Standards) 8-

Accounting
Policies, Errors,

and Estimatcs

The amendments, applicable to annual periods

beginning on or after lst January 2023, introduce a

definition of 'accounting estimatcs' and include

othcr amendments to IAS 8 to help entities
distinguish changes in accounting policics from
changcs in accounting cstimatcs.

No effect of amendments on the .financial statements

for the year ended.

The amendments are

effective for annual

rcporting periods

bcginning on or aftcr
January I , 2023.

Amcndmcnts to
IAS I titlcd
Disclosurc of
Accounting

Policies (issued in

February 2021)

Thc amendmcnts, applicable to annual pcriods

beginning on or aftcr lst January 2023, rcquirc
entitics to disclose thcir material accounting policy
infonnation rathcr than their significant accounting
policies.

This has Not

disclosed.

Thc amcndments are

effcctivc for annual

pcriods bcginning on or

afler January l, 2023.

Amendmcnts to

IAS l2 titlcd
Deferred Tax
Related to Assets

and Liabilities
arising from a

Single Transaction

The amendrnents, applicablc to annual pcriods

beginning on or after lst January 2023, narrowed

thc scope of the recognition cxcmption in
paragraphs 15 and 24 of IAS 12 (recognition

exemption) so that it no longer applies to
transactions that, on initial recognition, give rise to
equal taxable and deductible temporary differences.

Thc amcndmcnts are

cffectivc lor annual

periods bcginning on or
after January l, 2023.

I'itlc Description Effectivc Datc

t0

IFRS 17 Insurancc

Contracts (issued in

May 2017)

changed the accounting policies
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The Directors have assessed the applicable standards tutd antendments. Based on lheir

asscssme t o/.impact of.application of'the above, they do not expect that there will be a

significant impact on the company's financial statements.

Application of New and Revised International Financial Reporting Standards
(rFRS)

ii. New and amendcd standards and interpt'etations in issue bul nol yet e//bctive in the ysal

ended 30 June 2023.

( issued in May

202t)

Effective DateDescriptionTitle

Thc amendmcnts are

cffcctivc for annual pcriods

beginning on or alter January

I , 2024. Earlier application is

permitted.

Thc amendments, applicable to annual

pcriods bcginning on or after I st January

2024, clarify a criterion in IAS I for

classifying a liability as non-current: the

requirement for an entity to have the

right to defer settlement of the liability

for at least l2 months aftcr the reporting

period

Amcndmcnts to IAS

I titled Classification

ol Liabilities as

Current or Non-

cunent (issued in

January 2020,

amcndcd in Octobcr

2022)

Thc amcndmcnts arc

cffcctivc for annual pcriods

beginning on or after January

I . 2024. Earlicr application is

permitted.

The amendment, applicablc to annual

pcriods bcginning on or aftcr I st January

2024, requires a seller-lessee to

subsequently mcasure lcase liabilities

arising from a leaseback in a way that it

docs not recognisc any amount of the

gain or loss.

Amendment to IFRS

l6 titlcd Lcase

Liability in a Sale

and Leascback

(issued in September

2022)

The anrendments are

clfcctivc for annual pcriods

beginning on or altcr January

1,2024. Earlier application is

pcrmitted.

Amendments to IAS

I titled Non-currcnt

Liabilities with

Covenants (issucd in

October 2022)

Effective DateDescription'titlc

ll

The amendments, applicable to annual

periods bcginning on or after Ist January

2024, improve the information an cntity

provides about liabilities arising from

loan arrangcments for which an cntity's

right to defer settlement of those

liabilities for at least twelve months after

the reporting period is subject to the
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(The Directors do not plan to apply any of the above until lhey heconte efiective. Based on thair ussessnent

of the potential itnpatt ofapplitution <sf the ubove, lhe1,do not expett that there will be a signi/i<'unt impod

on lhe conpanv's rtna cial stulements).

iil Early adoption ofstandards

The entitl' did not early - adopt any new or amended standards in year under review.

l,

entity conrplying with conditions

specified in thc loan arrangement.

DescriptionTirle

t2

Effective Date
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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

Rcvenue is measurcd bascd on thc considcration to which thc cntity expects to be cntitlcd in a

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

recognizcs rCvgnuc when it transfcrs Cgntrol Of a product Or servicC tO a custonlcr.

i) Revenue from water sales is recognizcd in the year in which the Company dclivcrs

products/services to the custonler, the customer has accepted the products/services atrd

collcctability of thc rclatcd rcceivables is rcasonably assurcd.

ii) 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. Developrnent/capital grants are recognized in the statement of

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

tife of the assets that has been acquired using such funds.

iii) Other income is recognized as it accrues.

l3
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Notes to the financial statements (continucd)

Summary of Accounting Policies

b) In-kindcontributions

In-kind contributions are donations that are madc to thc Company in thc form ofactual goods

and/or services rather than in money or cash terms. These donations may include vehicles,

cquipmcnt, utilitics or pcrsonnel scrvices. Wherc the financial value reccivcd for in-kind

contributions can be reliably detennined, the Company includes such value in the statement

of comprchensive income both as rcvenue and as an expcnsc in cqual and oppositc amounts;

otherwise, the contribution is not recorded but disclosed.

c) Property, plant and equipment

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

accumulated deprcciation and impairment losscs.

d) Depreciation and impairment of property, plant and equipment

Frechold land and capital work in progrcss are not dcpreciatcd. Capital work in progress

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

works and installations.

Depreciation on property, plant and equiprnent is recognized in the incorne statement on a

straight-linc/rcducing balancc basis to writc down the cost of cach assct or the rc-valued

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

14
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Notcs to the linancial statcments (continued)

Surnmary of Accounting Policies

A futt year's depreciation charge is recognized both in the year ofasset purchase and none in

the year of assct disposal.

e) Intangible assets

Intangiblc assets with finitc uscful lives that are acquircd scparatcly are carried at cost less

accumulated amortization and accumulated impairment losses. Amortization is recognized on

a straighrline basis over their cstimated useful livcs. Thc estimated useful lifc and

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

changes in cstimate bcing accountcd for on a prospcctive basis.

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

less accumulatcd impairment losses.

0%Freehold Land

2.5%40Buildings and civil works

t2.5%trPlant and machinery

I 25%Motor vehicles, including motorcycles

l 33%Conrputcrs and rclated cquipnrent

) 20ol'Office equipment, fumiture and fittings

Years

l5

Item Rates
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Notes to the financial statements (continued)

Summary of Accounting Policies

f) Amortization and impairment of intangible assets

Amortization is calculated on thc straight-linc basis ovcr the cstimatcd uscful life of thc

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

carrying amount of an intangiblc asset is assessed as greatcr than its cstimatcd rccovcrable

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

recoverable anrount.

g) Inventories

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

matcrials and, whcre applicablc, direct labour costs and thosc ovcrhcads that have bcen

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

calculated using the FIFO method. Net realizable value represents the estimated selling

pricc lcss all cstimated costs of complction and costs to bc incurrcd in rnarkcting, selling

and distribution.

h) Trade and other receivables

Tradc and othcr rcccivables arc rccognizcd al amortizcd cost lcss allowances for any

uncollectible amounts. These are assessed for irnpairment on a continuing basis. An

estimatc is made of doubtful rcccivablcs at thc ratc of 100% of all outstanding amounts for

more than 360 days. Bad debts are written off after all efforts at recovery have been

exhausted and when the necessary approval to write off is granted.

l6
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Notes to the financial statements (continued)

Summary of Accounting Policies

i) Taxation

i) Current income tax

Current income tax assets and liabilities tbr 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.

Currcnt incomc tax rclating to itcms rccognizcd dircctly in nct asscts is rccognizcd in nct

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

currcnt pcriod arc mcasured at thc amount cxpccted to bc rccovcred from or paid to thc

taxation authorities.

Management periodically evaluates positions taken in the tax retums with respect to

situations in which applicablc tax rcgulations arc subjcct to interprctation and cstablishes

provisions where approPriate.

j) Cash and cash equivalents

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

call and highly liquict 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

changcs in valuc. Bank account balanccs include amounts held at various Commercial

Banks at the end ofthe reporting period.

k) Trade and other Payables

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

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

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

made to the suppliers.

t7
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l) Retirement benefit obligations

The Company operates a defined contribution scheme for all f'ult-time ernployees lrom July

1,202\. The scheme is administered by County Pension Fund(CPF) and is funded by

contributions from both the company and its employees. In addition, the employees on

contract are in a gratuity arrangement adntinistered by CPF and is funded by the company.

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

is a dcfincd contribution schcmc rcgistcred undcr thc National Social Sccurity Act. Thc

company's obligation under the scheme is limited to specific contributions legislated fronr

timc to timc and is currcntly at Kshs. 1,080 pcr cmployec pcr month.

m) Budget information

The original budget for FY 2022-2023 was approved by the Board of Directors on 22nd

August 2022.

The Company's budget is prepared on the same basis to the actual income and expenditure

discloscd in the financial statcmcnts. Thc financial statcmcnts are prcparcd on accrual basis

using a classification based on the nature of expenses in the statemcnt of profit or loss as

well as thc budgct. A comparison ofbudgct and actual amounts, prcparcd on a comparablc

basis to the approved budget, is then presented in the statement of comparison ofbudget and

actual amounts.

n) Comparative figures

Wherc ncccssary comparative figurcs for the prcvious financial ycar have becn amendcd or

reconfigured to conform to the required changes in presentation.

o) Subsequent events

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

the financial statements for the year cnded June 30, 2023.Howevcr the County Covernment of

Makueni transferred the managing director on l Sth October 2023 therefore he could not be

available to sign the final report.

l8
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Notes to the financial statements (continued)

Summary of Accounting Policies

5. Significant Judgments and Sources of Estimation Uncertainty

The prcparation of thc Company's financial statcments in conformity with IFRS requircs

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

rcvenues, cxpcnscs, assets and liabilitics, and the disclosurc of contingcnt liabilitics, at thc end

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

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

liability affected in future periods.

Some of the estimates and assumptions include:

o Depreciation of property, plant and equipment

o Amortization of intangible assets

o Provisions

a) Estimates and assumPtions

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

thc reporting datc, 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 cstimatcs on parametcrs availablc when thc financial

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

developments may change due to markct changes or circumstances arising bcyond thc control

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

r Depreciation on reducing balance method on an estimated useful life

r Arnortization of intangible assets on straight line method on an estimated useful life.

b) Useful lives and residual values

Thc useful livcs and residual values of assets are assesscd using the following indicators to

inform potential futurc use and value for disposal:

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

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

proccsses.

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

e Availability of funding to replace the assets.

l9
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Notes to financial statements (continucd)

Summary Accounting Policies

ns

Provis ns werc raiscd and managcmcnt dctcrmincd an cstirnate bascd on thc infonnation

availa

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

the o gation at the reporling date and are discounted to present value where the eff'ect is

Provi ns applicable are: Provision for bad and doubtful dcbts at 100% ofdebtors above 360

days provision for audit fees based on the previous invoice

lll

20
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Notcs to the financial statements (continues)

6. Opcrating Revenue

Bilting /br other scrvit'cs refbrs to inutnre gcneruled .front services such as meler charges, water

trucking trunsport chargcs clc

7. ()rants I ncomc

3'1,04'7,32635,488,988Water sales

00Scweragc Scrviccs
4,37 5,5421,625,430Billing for other services*

41,122,86837,1l.l,,lltl'l'ot al

Kshs

2022-2023

3,295,6504,100,760Operational grants from Govemment entities-Secon ded stafI

893,1 330RecunenVoperational grants from other agencies-WSTF
00Capital grants amortised
00Donations lrom County Covcrnments
00In Kind contribution/doltations liom other agcncies

4,1ll8,7fl34,700.,7601'otal

Amount
recognized in
the Statement

of
Comprehensive

Income
KShs

Amount
recognised in
capital fund.

KShs

Water Ministry 4,700,760 2,500,000 4,700,760 7,200,760

Watcr Sector

Fund (UPC) 0 0 10,706,268 0 10,706,2(r8

Watcr Sector

Fund (CLSC)-

Depreciation 0 0 0 0 0

USAID.
KIWASH 0 0 0 0

'l'otal 4,700,760 0 t3,206,268 4.100,760 17,907,028

2l

202t-2022

Kshs

2022-2023

Kshs

202t-2022

Kshs

Narne of the

Entity
sending the

grant

Amount
defcrrcd

under
deferred
income

KShs

'I'otal grant
incorrte

during the

year
KShs

2022-2023

KShs

0

0
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Notes to the financial statentcnts (continued)

8. Other comc

8(b)Nliscellaneous inconte

9. Staff Costs

Fine and penalties -r57.000 755,000

Miscel laneous income (8b) 504,800 478.750
Total 86 r .800 I,233,750

2

Kshs

0 l2022-

Skilled Labor 332.000 3 r0,000
Ncrv connection fcc t66.000 l-s2,000

Disconnection on owners request u00 400
Change of name 6,000 8,000

Othcrs 0 8,3s0

Total 504.800 479,750

Gross Salary and Allowanccs(9b) 21,495.854 20,9'ts,22t

Casual workers' Wages 0 445.000

Mcdical irrsurancc schentcs 348,2s0 350,950

Employcr's contributions to social sccurity schcmcs 225,294 83,200

Employer's contributions to pension scheme 364,677 377,132

Gratuity provisions l,355,7s0 I,2'70,t93

Staff wclfarc 20.000 10.000

WIBA 0 217,746

NITA 3,900 0

Total 23,,813,725 23,729,442

The average number of employees during the year 37 43

2021-2022

Kshs

Descriptio

I

22

202 t-2022

Kshs

Description
2022-2023

Kshs

202t-2022

Kshs

2022-2023

Kshs
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Notes to the financial statements (continued)

9 Gross Sala and Allowances

t4,9'75,241l 3,605,734Sataries for Company Staff

2,704,3303, r89,360Sataries top-up for seconded stafl

3,295,6504,700,'760Sccondcd stafl Salarics paid by Govemmcnt

20,975,2212l,495,854Total

23

2022-2023

Kshs

2021-2022

Kshs

Description



Wote Water and Scweragc Company Ltd
Annual Report and F'inancial Statements for thc year ended June 30,2023

Notes to the financial statcments (continued)

t 0. Gencral and Operations Expenses

Chcmicals 102.636 24,960

Elcctricity 12,542,103 I t,304,t'74

Fucl, oil, lubricants, and gascs 238.500 283,783

Office supplies 456,923 352,123

Uniforrn and protective clothing 0 27.000

Telecommun ication 343.'733 236,560

26,815 4,450

Insurance 130,405 0

505,000 369,500Domestic Traveling and subsistcnce

Stal'f training and dcvclopmcnt 137.000 0

109,365 58,732Bank Chargcs

Publicity and advcrtising 73.080 145,660

232,000 232,000

Audit fees - prior year under/(over) provision 64.000

Licensing 37,0 u 75,000

Lcvies - Wn SRLII/WIfA 1,946,662 2,t60,,492

0 76.000Stakeholders' expenses

Opcrational allowanccs 271,000 241 ,7 50

I)rofcssional fces I 1,200

Other administrativc costs 303.526 273,526

1,568,l5lOther operating/general expenses t,346,171

Provision for doubtf'ul debts-lncrease/(decrease) 1,518,933

547,601 2'74,990
'l'otal 20.fi28,,924 I 7,526,I 65

2022-2023

KshsDcscription

24

Operating transport

2021-2022

Kshs

Postage and courier

Audit fees-current provision

(272;720)

I 1.200

(35,906)
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Notes to the financial statements (continued)

I t. Board Ex enscs

12. Maintenancc Ex n ses

13. Deprcciation and Amortization Expenses

14. Income Tax Expensc/(Credit)

Current taxation

223,200287.200Chairrnan Honoraria
s93,0004s0,500Sitting allowances

120,000200.000Transport
I 10,0000Travel and accommodation

t90,970 l3 I .400Other board expcnscs

I,177,600I,12tt.670Total Board Expcnses

2022-2023

KShs

)22Description
KShs

00 ) ,I

731,091t .475,3 8 1Plant and Equipmcnt
2,265,492l,058,755lnfrastructural networks

786,3481,078,l2lMotor vehicles/bikes
68,140t28,765Office equipment

3,85 r,2713,,741,022Total Maintenance Expenscs

KshsDescription

2022-2023

r,147,3391,010,180Property, plant, and equipment
090.000Intangiblc assets

I,147,339r. r 00,I 80'l'otal Depreciation and Amortization

2022-21123

KShs

2021-2022

KShs

( 1,430,768)(2,764,482)Current taxation based on the adjusted profit for the year at 30oZ

00Current tax: prior year under/(over) provision
00Currcnt ycar dcfcn'cd tax chargc
00Prior ycar under-provision for deferrcd tax

( 1,430,768)(2,164,482)Total
00Current Tax payable

2022-2023

Kshs

25

2021-2022

Kshs

Description

202 t -2022

Kshs



Wotc Watcr and Sewcrage Company Ltd
Annual Report and liinancial Statements for the year cndcd June 30, 2023

Notes to the financial statements (continued)

llcconcili on of tax ex cnse/ crcdit to the cx ectcd tar bascd on accountin rofit

Profit bcforc taxation (7,935,543) (586,4 r6)

Tax at thc applicablc tax rate of30% (2,380,663) ( r 7s,e2s)

Current tax 0 0

Prior year under-provision 0 0

Tax effects of cxpcnses not deductible lbr tax purposes r,025,088 0

Tax effects ol' incorne not taxable (t,4t0,228) ( 1,256,635)

Tax effects of excess capital allowances over

depreciation/amortization
t,32t 1,792

Deferred tax prior year over-provision 0 0
'l'otal (2,764,,482) ( r ,430,761i)

26

2022-2023

Kshs

202t-2022

Kshs



Wote Water and Sewcrage Company l,td
Annual Rcpo rt and financial Statemcnts for the ycar cnded June 30' 2023

Notes to the financial statements (continued)

l5.Earnings Per Share

Tlre carnings pcr share is calculated by dividing the proiit after tax of Kshs.(7,935,543)

(2021-2022: KShs. (586,4 I 6) by thc averagc numbcr of ordinary sharcs in issuc during thc

year of 5,000 (2021122.5,000). There were not ditutive or potentially dilutive ordinary share as

at thc rcporting datc.

16. Dividcnd Pcr Share

The directors do not recommend payment of dividends

2'7
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Notes to the financial statements (continued)

17. Property, Plant and Equipment

[Capital works in progress relates to Kitilgtumu water project funded by Water Sector Fund under \JPC 8TI Cail. The scope of u'ork include

7.9 Km pipeline installation, lNo water kiosk, lNo steel elevated tank and lNo ma.tonry Tank whose total budget is Ksh.s l6.4MillionJ

Cost Or Valuation
At July 1,2022 150.00 661.800 1,422,100 1,619,701 3,145,539 209.880 62,072 0 '7,2'71,092

Additions 872.8820 0 0 0 0 I 0.1 89,024 1 I ,061 ,906
Transfers 0 0 0 0 0 0 0 0

Disposals (0) (0) (0) 0( ) (0) (0) 0( ) (0) (0)

At June 30, 2023 150.000 66r.800 2,294,982 I,619,701 3.t 45,536 209.880 62,072 l0,l89,024 I[t,,332.,998

Depreciation

AtJdy 1,2022 0 78,691 t77,763 657,198 786,38s 151.463 54.202 0 I,905,702

Charge For thc Year 0 14,578 264,6s2 r20,31 r 589.788 19.277 1,574 0 r,0r0,r80
Impairment Loss 0 0 0 0 0 0 0 0 0

Disposal (0) (0) (0) (0) (0) (0) (0) (0) (0)

At June 30, 2023 t) 93.269 442.415 777,509 1,376,173 170,740 55,776 0 2,915'8ti2
Net Book Value At June 30, 2023 150.000 568.531 r,8s2,567 842,,192 1,769,366 39,140 6,296 10, t 89,024 15.417,116

Bulldlngs
& civil
works

Water &
Scn'cr

lnfrastructure

Computers
& relatcd
equipment

Freehold
land

2022-2023

28

Plana and

machinery

Motor
vehicles.

including,
motor
cycles

0ffice
cquipmcnt,
furniture
& fittings

Capital
rrork in
progress

Total

0

0
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Notes to the financial statements (continucd)

Pro Plant and Il lll ment Contin u ed

Cost or valuation
2,488,347062,072209,8801,404,595 0066 r.800150,000As at lJuly 2021
4,782,7450003, r 45,5392r5.106t,422,10000Additions

0 00000000Transfers
0)((0)0( )(0)(0)(0)(0)(0)(0)Disposals

0 7,271,092209,880 62,0723,145,539I,619,7011.,422,100661,800150,000

-As 
,t 3otn .lune 2022

Depreciation
758,363052.235122.69105r9.698063.7390At July 1, 2021

t,t4'7 ,3391,967 028,772786,385I 3 7.500177,763t4,9520Charge for the year
000000000Impairment loss

(0)(0)0( )t) )( (0)0 )((0)(0)(0)disposal
1.90s,702051.202151.463786.3[i56s7.198177.7630 78.691As at 30 th June 2022

Net book valuc
5.365,39007,87058.417962.503 2,359,1541,214,337583.109150.000At June 30.2022

Buildlngs
& civil
works

29

Water &
Server

I nfrastruct
ure

illotor
vehicles,

including,
motor
cycles

Computers
& related
equipment

Oflice
equipnrent

. furniture
& littings

Capital
uork in
progress

202t-2022

TotalPIana and

ntachinery
Freehold

land
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Notes to the financial statements (continued)

l7 (b) Property, Plant and Equipment at Cost

18. lntangiblc Assets

fintangibla asscts t'clulcs to hilling svstenr, puyroll systot ond t'ontpun.v vcbsittl

Computers and related equiprncnt 14,480 4,827

Olfice equipment, turniture and fittings 4,880 9'76
'l'otal r 9,360 5.80-1

Cost

At July I 467,000 467,000

Adrlitions 450,000 0

Disposals (0) (0)

At Junc 30 9 r 7,000 467,000

Amortization
At July I 467,000 467,000

Charge for thc ycar 90.000 0

Disposals (0) (0)

Irnpairmcnt loss (0) (0)

At June 30 557,000 467,000

Nct book valuc
At ,lunc 30 360.000 0

2022-2023

Kshs

30

Propcfty plant and Equipmcnt includcs thc following asscts that arc lully dcprcciatcd:

Cost or
Valuation

Normal
Annual

Depreciation

Charge

2021-2022

Kshs



For the year ended June 30 2023

Notes to the financial statements (continued)

19. Invcntories

20. 'l'rade and Othcr lleceivablcs

00General stores
39,86 r98,s06Chemicals & Laboratory items

00Watcr fittings and Acccssortcs
00watcr metcrs
00Uniflorm and protcctivc clothing

3.5236'7 5Fuel, oil and lubricants
00Motor vehicle spare Parts
00Goods in transit
00Stationery and general stores
00Finished goods
00Work in progrcss

(0)(0)Less: lnrpairmcnt of stocks
43.3{r499.t ti lTotal

12,tzt,23210,630,268Trade receivables (note (20a))
0()Deposits and prepaynents
00VAT (Value Added Tax) recoverablc

24,2260Statf receivables (notc 29 (b))
4040Othcr rcceivablcs

12,145,491i10,630,308Gross trade and other rcceivables
0Provision for bad and doubtful rcceivablc

12,145,49810,630'308Net trade and othcr receivables

202 t-2022
KShs

3l
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Kshs

202t-2022
Kshs

2022-2023

KShs
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Notes to the financial statcments (continued)

20. a l'rade Reccivables

20. (b) Staff Receivables

21. Bank and Caslr Balances

Gross trade receivablcs 12,858, I 28 12,830,I 59

Provision for doubtful receivables (2,227,860) (708,927)

Net tradc rcceivables 10,,630,26ti 12,121,232

As at June 30, the ageing analysis of the gross trade rcceivables was as follows:
Lcss than 30 days 2,216,82t 2,8'74,544

Bctwccn 30 and 60 days 92t,037 360,48 r

Bctwecn 6l and 90 days t,525,9 t8 r,369,883
Between 9l and 120 days I ,l 56,063 I,135,983
Between l2l and 180 days 2,9t2,402 3,015,230

Between l8l and 240 days 779;720 912,360
Between 241 and 360 days l , l 18,307 t,2t5,4t5
Over 360 days 2,227,860 1,946,263
'l'otal I 2,858,I 28 I 2,830,I 59

2022-2023

Kshs

2021-2022

Kshs

Staff surcharges 0 24,226

Amounts due aftcr one ycar 24.226

2022-2023

Kshs
202 t-2022

Kshs

Cash at bank 4,993,8 t 9 2,724,586
Cash in hand 2,400 320
Mobile money account 33,640 387,8r9

5,029,859 3,112,725

32

Wote Water and Sewerage Company Ltd
Annual Reports and Financial Statements
For the year ended June 30 2023

0

2022-2023

Kshs

202t-2022
Kshs
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Notes to the financiat statements (continued)

Detaited anatysis of the cash and cash equivalents

22. Ordinary Share CaPital

39r.'r3939,140Sub- total

a) Current account
176,40tt167,l ti40670-291-950-577Equity Bank-Expenditure

I,ti5-lr,8530670-280-469-'7 59Equity Bank-CLSC
03,01'7,2440670-282-62t-684Equity Bank-Kitikyumu

178.2613,, t 86,2tt ISub- total

b) On - call dcposits
780.659(271,488)0(r70- l9l-950-573Equity Bank-llcvcnuc

4,2074,2070670-t9l-717 -962- Mwaani Borcholc
I,758,459t,25'7 ,4870670- l9l -950-545-Dcposits

0814,232
Performance

Bond(WASREB)
-Deposit

2,543,325l.,804'438Sub- total

c) Othcrs(specifv)
00Cash in transit

3202,400Cash in hand
387,8 t933,640Mobilc moncy account

3,0003,100Post []ank
3,,112,,7255.029.'lt59Grand total

202 t -2022

KShsFinancial institution

Authorizcd:
100,000100.,0005,000 ordinary shares of Kshs.20 par value eac h

00Issucd and fulty paid

Issued and NOT paid:
{0402 ordinary shares of Kshs.20 par value each

2022-2023

Kshs

33
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Notes to the financial statements (continucd)

23. Capital and Reserves

24. Retained Earnings

Thc retained earnings rcprcsent amounts availablc for thc Company's business activities and expansion since

no distributions arc madc. Thc arnount is shown in thc statcmcrrt of changcs in cquity.

Howcver, we havc asscssed thc cntity's ability to continuc as a going conccrn and disclose that the Company's

ability to sustain its operations will depend on Governmenl subsidy and other stakeholder's support. The

company's high operational costs havc led to thc pcrsistent losscs, negativc rctaincd eamings and negative

working capital.

Initial Capital inherited fronr prcvious schenrc

Accruals (e4.638) (94,638)

Creditors (7e,20t) (79,20 r )

Custonter Deposits used on operations (340,3s0) (340,350)

lnventories 1,093 1,093

Dchkrrs 310,444 370,444

Cash and Bank Balanccs -15,640 35,(r40

Total Initial Capital ( r07,0 r 2) (r07,0r2)

Water Sector 'l'rust Fund Grant -CLS(i t.422,t00 t,422,100

Water Sector Trust Fund Crant-Kitikyunru-(WlP) t3,206,268

USAID- KIWASII 2.500,000 2,500,000

Total Capital Grants l 7, r 2tr,368 3,922,100

Total Capital Reserve l 7,02 t ,356 3,815,088

2022-2023

Kslrs

202t-2022

K.s/rs

34
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Notes to thc financial statcntents (continued)
25. Refundablc Deposits and Prcpaymcnts

Aging Analysis for Refundablc Deposits and Prepaymcnts

5,3 30,8s0 5,017,370Customcr dcposits

281,783226,0t6Prcpayrncnts by customcrs

00Retention/Contract dcposits

00Others (Specily)
5,299,1535.556,866'Iotal

692,783 13.2%10.4n1,,580.516Under onc ycar

7'7 I .167 t4.5%t2.5%692;783

997,602 18.8%13.9"1,'771,t672-3 years

53.5%63.2% 2,837,6013,512,400Over 3 years

5,299,1535.556,,866'l otrl

7o ofthe
total

7o of the
total

2022-2023
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2022-2023

K.sts

2021-2022

X.s/r.s
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Notes to the financial statements (continued)

26. Trade and Other Payables

Aging Analysis for Trade and other Payablcs

a) Operational
5,802, r30 3,152,50'7Trade payablcs

226,016 28 r,783Revenuc received in advance

1,822,'7592,770,954E,mployec payablcs

t7,612,053 t6,62t,744Other payables

26,411,153 21,,878,793Sub-total Operational Payables

b) Capital Assets
'7s2,882 0Payablcs for capital asscts

752,882 0Sub-total Capital assets payables

27.164,035 2l,878,793Total Current Payables

2021-2022

Kshs

29%8,828,8 l9 7,839,556Under one year

6.6% 1,939,788 7.2%2,160,497

s.8%1,939,788 6% 1,556,4862-3 years

60.2% 15,560,3 l3 s8%Ovcr 3 ycars 19,565,78 r

26,896,143'l'otal 32,491.'tttt5

%o of the
total

2fr22-202i

I
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KshsKshs KshsKshs Kshs

00 0 00Current bcncfi t obligation
00 00 0Non-currcnt bcncfi t obligation
00 00 0Total

Delined
benefit

plan

Post-

employme
nt nredical

bcncfits

Description
Other

Bcncfits

Notes to thc financial statements (continued)
27. Retirement Benefit Obligations

Retirement benefi t Asset/ Liability

The Cornpany does NOT operate a defined benefit (Dt3) schenre but instead operates a defined contribution

(DC) scheme.

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

defincd contribution schcmc rcgistcrcd undcr thc National Social Sccurity Act. The company's

obligation undcr the schemc is limited to spccific contributions lcgislatcd from timc to time and is

currcntly at 6% cmployee's pcnsionable pay per cmployee per month to a limit of Kshs 1,080. Other

than NSSF the entity also has a defined contribution scheme operated by County Pension Fund

(CPF). Employees contribute 5% while employer contribute 5o/o of basic salary. Employer

contributions are recognized as expenses in the statentent of financial performance within the period

thcy arc incurrcd

37
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Notes to the financial statements (continued)

28. Notes to The Statement of Cash Florvs

(a) Reconciliation ofoperating profit/(loss) to cash

generated from/ (used in) operations
Profit or loss bcforc tax (7,935,543) (s86,4 r6)
Dcprcciation 1,010,180 1,147,339

A rrroftization 90,000 0

(Gain)/loss on disposal of property, plant and equipmcnt 0 0

Operating profit/(loss) before working capital changes (6,835,363) 560.923

Working capital changes

(lncrease)/decrease in inventories (5s,79',7) 23,474
( Incrcasc)/decrease in trade and othcr rcccivables 1,515,190 (50e,470)

lncrcasc/(dccrcasc) in tradc and othcr payablcs 4,845,860 2,217,098
lncrcasc/(decrcasc) in retirement bencfi t obligations 0 0

Incrcasc/(decrcasc) in provision for staff Icavc pay 0 0

Cash generatcd from/ (used in) operation (s30, r r 0) 2.,292,,025

(b) Analysis of cash and cash equivalcnts

Cash at bank 4,993,8 r9 2,'724,586

Clash in hand 2,400 320
Mobilc money account 33.640 387,8I9
Balancc at end of the ycar 5,029,859 3,,t12,725

2022-2023

Kshs

202t-2022

Kshs

38
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Notes to the financial statements (continued)

Other Disclosures
29. Rclatcd Party Disclosures

County Government of Makueni

Thc County Government of Makucni is thc principal shareholdcr of thc Company, holding

100% of the Company's equity interest. The County of Government of Makueni has provided

full guarantecs to all long-term lcnders of thc Company, both domestic and extemal.

Other related parties include:

o The County Department in charge of Water

. Government of Kenya

. Water works Agencies

r WASREB (Water Services Regulatory Board)

r WRA

. Water Sector Trust Fund

o KeY management

o Board of directors

Transactions with related parties

a) Sales to related parties

'7,822J206,556,8l0Water sales to Govt. agencles
7,822,3206'556,8 r 0'l'otal

h) Grants from the Covernment
2,3t5,23310,706,268Grants fiom National Govt Agencies
3,295,6507,200,760Crants from County Government
2,500,0000Donations in kind
8,t 10,88317,907,02[i'l'otal

) Key management comPensation
t,t7'7,600I , 128,670Directors' emoluments
5,605,9507,667,760Compensation to key management
6,783,ss08,796,430Total

2021-2022

Kshs

2022-2023

Kshs
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Notcs to the financial statcments (continued)

30. Financial Risk Managcment
Thc ('ompany's activities expose it to a variety ol'f inancial risks including crcdit and liquidity risks

and cffects of changcs in forcign currcncy. Thc conrpany's ovcrall risk nranagenrcnt programmc

lbcuses on unpredictability ol 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:

(i) Credit risk

The Company has exposurc to credit risk, which is the risk that a counterparty witl be unable to pay

amounts in full whcn duc. Crcdit risk ariscs from cash and cash cquivalcnts, and deposits with banks,

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

Managcment asscsscs thc crcdit quality of each customcr, taking into account its financial position,

past experience and other t'actors. Individual risk lirnits are set based on intemal or extemal

assessment in accordance with limits set by the directors. The amounts presented in the statement of

financial position are net of allowances for doubtful receivables, estimated by the company's

management based on prior experience and their assessment of the current economic envilonment.

Thc carrying amount of financial assets recorded in thc financial statements representing the entity's

maximum cxposurc to credit risk without taking account of thc valuc of any collatcral obtained is

made up as follows:
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Notes to thc financial statcments (continued)

Crcdit Risk (Contin ued)

At 30.Iune 2023
2,227,8604,8t0,4295,tt 19,839I 2,858, 128Trade Receivables

00 4040Other Receivables
0000Investments

0 05,029,8595,029,tt59Bank balanccs
4'tr I 0,469 2.,227,,86010,tt.l9,69ti17,'88tt.'027'l'otal

At 30 June 2022 (previous Year)
'708.92'76,3 80,34 l5,740,891l 2,830,I 59Tradc Rcccivablcs

00 4040Other Receivables
000 0Investrnents

03,n2,405 03,ll.2,405Bank balances
708,9276,'3tt0,3tilt5,,942,604 8.853,296'l'otal

Past due but
not I mpaired

Kshs

4l

Total
amount

Kshs

Fully
performing

Kshs

Past due
and

lmpaired
Kshs
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Notes to the financial statements (continued)

Crcdit Risk (Continued)

Thc customcrs undcr thc lully perforrning category arc paying thcir debts as they continuc trading.

The crcdit risk associated with thcsc rcceivatrles is minimal and the allowancc for uncollectible

amounts that thc company has rccogniscd in thc financial statcmcnts is considcred adcquatc to covcr

any potcntially irrecoverablc amounts.

Thc board of directors scts the company's credit policics and objcctives and lays down paramctcrs

within which the various aspects of credit risk rnanagcrnent are operated.

ii) Liquidity risk management

Ultimate responsibility for tiquidity risk managernent rests with the Company's directors, who have

built an appropriate liquidity risk rranagement liamework for the management of the Company's

short, medium and long+erm funding and liquidity rnanagement requirements. The Company

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

The table below rcpresents cash flows payable by the cornpany under non-derivative financial

liabilitics by thcir rcmaining contractual maturitics at thc rcporting datc. Thc amounts discloscd in

the tablc are the contractual undiscounted cash t'lows. Balances due within l2 months equal their

carrying balanccs, as thc irnpact of discounting is not significant.

At 30 June current year
Trade payables 1,769,866 I ,259,301 8,541,558 t I ,570,'72s
Other payables 1,60s,284 945,670 0 2,550,954

Provisions 232,000 0 0 232,000

Payables to related parties t7'7,270 t4'7,066 r7,590,854 l 7,9 I 5, 190

Customer Prepayrnents 0 226,016 0 226,016
'l'otal 3,,'7114,420 2,578,053 26,132,412 32.',194,[iti5

At 30 J unc previous year

Trade payables I ,083, r 35 5 19,166 1,550,206 3,152,507

Other payables 1,524,308.50 3t0,746 4,876,350 6 ,7 I | ,404 .50

Provisions 232,000 0 0 232,000

Payables to related partics 221,269 955,929 I 5,341,250 16,5 18,448

Customer prepayments 0 281,783 0 281,783

Total 3,060,712.50 2,067,624 21,767,806 26,896,142.50

lletrveen l-3
months

Kshs

Over 5
mollths

Kshs

Iotal
Kshs

42

Less than I
month

Kshs
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Notes to the financial statements (continued)

(iii) Market risk

Market risk is the risk arising fiom changes in nrarket prices, such as intcrest ratc. equity priccs and

forcigrr cxchangc lates which will aff'ect thc entity's incotttc or the valuc of its holding ol tlnancial

instrur-nents. The objcctivc of market risk managcmcnt is to managc and control markct risk

exposures within acceptable parameters,, while optirnising the retum. Overall responsibility for

managing markct risk rcsts with thc Audit and Risk Managemcnt Committce'

Thc company's Dcpartment in charge of risk managcment is rcsponsible for thc dcvclopmcnt of

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

Committcc) and for thc day-to-day implcnrcntation of those policics.

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

manages and measurcs the risk.
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Notes to the financial statements (continued)

iv) Capital Risk Management

The objective ol the Colnpany's capital risk rranagenrent is to saleguard the Board's ability

to continue as a going concern. The Company's capital structure comprises of the following

lunds:

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

Kenya.

32. Events After the Reporting Period
There were no uraterial adjusting and non- adjustiug cvents alter the reporting period.

However the County Government of Makueni transferred the managing director on l8tl'

Octobcr 2023 thcrcforc hc could not be availablc to sign thc final rcport.

I{ctaincd carnings (17,979,817) (10,044,2'74)

Capital rcscrve t7,021,356 3,815,088

Total funds (9s8,46 r ) (6,22e, r 86)

Total borrowings 0 0

Lcss: cash and bank balanccs (5,029,8se) (3,t t2,72s)

Net debt/ (excess cash and cash equivalents) 5,029,8s9 3,n2,'72s
Gca ring

2022-2023

Kshs

2021-2022

Kshs
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19. Appendices

Appendix l: progrcss on follow up of auditor rccommcndations

The lbllowing is the surnrnary of issues raised by the extcrnal auditor, and managcnlcnt conllnents

that were providcd to thc auditor.

RESOLVIID

Tradc and othcr payablcs is

inclusive ol Kshs

I 1,304,17 4 for clectricity

bills which where then

provided.

Unsupportcd Trade

and othcr payablcs
I

June 2024
NOT

RESOLVED

Thc managcment

reinforced the debt

collection unit which has

proved to be effective.

The management also

intends to propose an

upward review on the

provision.

Long outstanding

Trade and other

Reccivablcs

ItESOLVhD

The current billing system

which was on trial in April

and May 2022 could not be

trusted to bill the trucking

water sales accurately for

the months of May and

June 2022. However, when

the systems operations

were confirmed to be

Non-disclosure of

operational revenue
-)

Referenc
e No. on

the
external

audit
Report

45

Timeframe:
(Put a date
when you

expect the issue
to be resolved)

Management comments

Status:
(Resolved /

Not Resolvcd)
lssuc / Obscrvatious
fronr Auditor

2.
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fu nctionally accurate, the

samc was billcd in thc

month of July 2022

4
General and

operational expenses

The cornpany is committed

to ensure that the list of

pre-qualified suppliers is

updated as required by

law. The company is also

committed to cnsure that

the necessary

docun-rcntations in regard

to the procurernent

process arc in placc as

required.

RITSOLVED

) Maintenance costs

The cornpany has

cmploycd competcnt

plumbers, pipefitters

and artisans who do thc

water pipeline

maintenance and

therefore the Company

docs not cngage

Engineers.

The repair and

maintenance services

done on vehicles is

a

a

RESOLVED

Referenc
e No. on

the
external

audit
Iteport

Tinreframe:
(Put a date
whcn you

erpect the issuc
to bc rcsolvcd)

Martagement conrments

Status:
(Rcsolvcd /

Not Resolvcd)
ssu€

rom
'Observations
\uditor
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recorded in the work

tickct as rcquircd.

maintcnancc cxpenscs

have ETR attached

cxccpt for a few cascs

of emergences that

rcquirc quick rcsponses

a

Jlunc 2024
NOT

RESOLVED

This was causcd by high

cost of electricity,

maintcnancc of the aged

infrastructure which causes

frcquent bursts, rcduccd

revenue realization and

high rate of inflation.

However, to mitigate this ,

the Government of

Makueni County is

supporting the Agency by

funding thc installation of

solar system at Mwaani

booster station

Dcclining Financial

perlbrmance
6

June 2024
NOT

RESOLVED

The undertunding and

undcr cxpcnditure was

noted because Kamunyolo

dam was anticipated to be

complete and operational

during the financial year in

7

Budgct formulation &

performance

ovclvlcw

Referenc
e No. on

the
external

audit
Re )ort

47

Tinreframe:
(Put a date
rvhen you

cxpect thc issue
to bc rcsolved)

l\{anagentent commcnts

Status:
(Resolved /

Not Resolved)
lssuc / Obsen'ations
frorn Auditor



Wote \ltater and Seweragc Company l,td
Annual Reports and Financial Statements
For the year ended June 30 2023

question and hence was

factorcd in during budgct

formulation. However, the

rains werc not sufficient

enough to fitl the dam and

thcrcforc not operational.

8

The withdrawals were

made through the approval

of the Board in order to

pay for clcctricity cxpenscs

and other company

opcrations whcn the

company had financial

constraints.

NOT

RESOLVED
JUNE 2026

lrregular customer

deposit

Under management

discussion and analysis wc

could not make use of

graphical presentation due

to lack of appropriate

accounting software that

can serve that purpose. The

management is committed

to sourcing for resources

for acquisition of

appropriate accounting

()

Non- cornpliarrce

with public scctor

Accounting Standards

Board rcporting

Framework

Referenc
e No. on

the
external

audit
Ileport

Tinreframe:
(Put a dste
rvhen you

expect thc issue
to hc rcsolvcd)

l\'Ianagemcnt conr ments

Status:
(Resolvcd /

Not Resolvcd)
I ssuc I Observations
I rorn Auditor

II

48
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software

JUNE 2024
NOT

RESOLVED

During thc year the Non-

Revenue Water (NRW)

reduced from 38% the

previous year to 32%

which is a remarkable

improvement though still

far above the

recommcnded 25% by lhe

regulator.

Thc Management is also

considering establishing a

Non-Rcvenue Watcr unit

under a Non-Revenue

watcr Champion as

advised by the regulator

(wASREB).

Excess Non- Revenue

water
l0

Junc 2024
NOT

RESOLVED

The company has

endcavourcd to comply

with the regulation and

keen to ensure that no

similar incidences occur in

future.

Non -+ornpliance

with a third dcduction

ru le

ll

NOT

RESOLVED

The cornpany is committed

to ensure adherence to the

Non adherence to

National cohesion
t2

Referenc
e No. on

thc
externa!

audit
Report

l\{anagement commentslssuc / Obscrvations
fronr Auditor

49

Status:
(Resolved /

Not Resolved)

Tinreframe:
(Put a date
when you

expect thc issue
to bc rcsolved)
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above in our future

rccruitmcnts

Lack ofapprovcd

water sales tariff

The company first had to

apply for an operating

License with Water

Service Regulatory Board

(WASREB) which is a key

basic requirement during

tariff application. Having

acquired the operational

liccnsc carly 2023, thc

tariff apptication process

has bccn initiated and

currently on going.

NOT

RESOLVED
June 2024

t1
Unclear ownership of

the company

The has bccn initiated by

the County Govcmrncnt of

Makuen i

NOT

RESOLVED
June 2024

Gazettement of the

Board of Directors

The management is in

consultation with the

Makueni County

govemment on this matter

and therefore it is expected

to be dealt with as

required.

NOT

RESOLVED
June 2024

tack of Risk The company is currently NOT Jlune 2024

Referenc
e No, on

the
crternal

aud it
lleport

Tinreframe:
(Put a date
rvhen you

c\pect tho iss uc
to bc rcsolved)

l\lanagement conrments

Status:
(Rcsolvcd /

Not Resolved)
lssuc i Observations
li'onr Auditor

I
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RESOLVITDusing the County

Governnrcnt policy. The

compally is committed to

havc thc above policy

manuals together with anY

other irnportant opcrating

manuals when funds are

availablc

Management policy

January 2024
NOT

RESOLVED

The conrpany is in thc

process of recruiting an

intcmal auditor during the

next financial year

(2023124) and thc same has

been t'actored in the

budget.

Lack of an internal

audit function

Junc 2024
NOT

RESOLVED

The company is currently

using the CountY

Govemment plan and is

committed to have own

when t'unds are available.

I8
Lack of disastcr

recovery plan

Referenc
e No. on

thc
crternal

audit
Report

Tinreframe:
(Put a date
when you

crpect the issuc
to bc rcsolvcd)

l\f anagenrent com ments

Status:
(Rcsolved /

Not Resolved)
lssuc i Obscrvttlons
frorn.{,uditor

':n::"'.:M
A . NIan Direct r

Stf orDatc u"..*.
5l

t'l .
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Appcndir II: Projects lmplemented by thc Cornpany

l)rujccts irnplcntcntcd by thc Cornpany F untlcd by dcvcloprlcnt partncrs

I.Ktl'IKYUMU 08w/MAKUENI/WOTE
/81

WSTF.UPC t2
MONI'IIS

14,148,995.49 Yes Y[S

],KITIKYT,]\4(] OSWA4AKUENI/WOTE
/81

.MAKUENI
COUNTY
GOVERNMENT

t2
MONTIIS

2.500,000 Ycs YI:S

Separate

donor
reporting
required
as per the
donor
agreement
(Yes/No)

Donor Period/

du ration

Status of Projccts complction

I KITIKYUMU t6,844,042 l 0, r 89,024 95% 16,844,042 10, l 89,024 WSTF/
MAKUENI
COUNTY

Total
project
Cost

Total
erpended
to date

Sources

of funds

lctual

I

52

Project title Proiect Number Donor
conr m itmcnt

Consolidated
in these

financial
statements
(Yes/No)

Project Completion Budget
o/o to date
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Appendix III- Inter-Entity Confirmation Letter

The company DID NOT disbursefunds to another entity during the year

Dif'ferences
(KShs)

(F)=(D-E)

Amount Received
by Ibeneficiary

entityl
(KShs) as at 30'h

June 20xx
E)

Total
(D):(A+B+C)

Inter-
Ministerial

(c)

Dcvclopmcnt (B)Recurrcnt (A)Datc
Disbursed

Rcfcrcncc
Number

000000

Total

SAGAffundl (KShs) as at 30th June 20xx\mounts Disbursed by [S(

53

Confirnration of amounts received by llnsert name of beneficiary entityl as at 30rh June 20xx
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F

I

Appendix IV: Reporting of Climate Relevant Expcnditures

There were no expenditures on clirnate change

0 0 0 0

Projcct
Description

Project
{ctivities

Implementing
Partners

Ql Q2 Q3 Q4

54

Project
Name

Project
Objectives

Source Of
Funds
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Appendix v: Reporting Disaster Management Expenditure

Colurnn
VII

Colurnn
VI

Column VColumn IVColurnn
III

Colurnn IIColumn I

ComnrentsAmount
(Kshs.)

Expenditurc
item

Catcgory of disastcr relatcd Activity that

rcquire cxpcnditurc reporting
ln tlI t Ircs

Disaster
Type

Sub-
programme

Programmc

00

55

Date

Entity
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Appendix VI: Recording of Transfers from Other Government Entities

Ministry/County
Department of *'ater t6t0312023 Development 2.500.000 0 2,500.000 0 0 0 2,500,000

Water Sector Trust

Fund (WSTF) t9t4t2023 Donor Fund 10,706,268 0 r 0,706,26{i 0 0 0 10.706.268

Ministry planning

and Devolution-
National Governrnent Direct payment 4,700,760 4,700,760 0 0 0 0

Total 17.907.028 4,700.760 13,206,268 0 0 0 17,907,028

Nanre of the
Countv/)lDA"/Donor

Transl'erring the

funds

Dale
received as

per bank
statement

Nature:
Recurrent/

Developnrent/Oth

ers

Others
- must

be

Receivnble sprcifi
sc

Total
Transfrrs
during the

Year

\1' here Recorded/recognized

Total
{mount -

KES

4,700,160
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Statement of
Comprehensi

ve income

Capital
Fund

Deferre
d

Income

30t612023


