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Kcy l)ntity Information

Iackground information

Kakameea county Rural water and Sanitation company Limited (KACRUWASCO) is a creation
t"

o['the Kakamega County Water and Sanitation Services Act,202l.lt was incorporated on March

tl, zozt under the companies' Act, 2015. The company is 100% owned by the county

overnment of Kakamega. 'fhe Kakamega County Rural Water and Sanitation Company Ltd has

ght (8) Directors as members of the Board (BOD), which is the highest decision-making organ

thc company, with its head office currently located in Mumias town. l'he company is still in its

ihitial phase of setting up its systems and structures to be fully suited to discharge its mandate as

a] Water Service Provider (WSP) as required by the national sector regulator, Water Services

(egulatory Board (WASREB)

{rincipal activities of Kakamega County Rural Water and Sanitation Company

'[he services to be provided by the Company are as follows;

l. Provision of watcr and sanitation / sewerage services within Kakamega rural.

2. Opcrations and maintenance of water and sanitation facilities

3. Planning, design and development of water and sewerage infrastructure

4. Managing commercial operations (meter reading, billing, revenue collection, handling

customer relations, efficient utilization of revenues)

5. Extending water distribution and sewer network, or sanitation services to increase coverage

re values;

o Customer focus

o Innovation

lv

e

o

6. Sourcing, treatment, storage, transmission and distribution of water

7. Collection, treatment and safe disposal of wastewater to regulatory standards

8. Conservation of water

(bur Vision: To be the best rural water and sanitation services provider

$ur Mission statement: To provide quality, reliable and sustainable water and sanitation services

tb our customers

Our values: The mission and vision of the company shall be realized by embracing the following
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. Professionalism

o Integrity

. Environmental conscious

r Diversity & InclusivitY

o 'Ieam work

Directors

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

l. Hon. Silverse Lisamula Anami - chairman- l4th May 2024 to date

2. Mr. Leonard Mayende - Chairman- l3th October,2023 to 13th May,2024

3. peter Khamusali Ingosi - Chairman- I't October 2020 to 13th October,2023

4. Dr. Joseph Ongoma. Aswani - Chief Executive Officer - 9'h May to date

5. Eng. Fredrick Atwa - chief Executive officer- 8th February 2023 to 8rh

May,2024

6. Prof. Francis Orata - Member of the Board

7. Mr. Albert Tungani - Member of the Board

8. CPA Fredric Toloyi - Member of the Board

g. Patrick Ligami - Member of the Board

10. Ms. Lucie Chogu - Member of the Board

I L Mrs. Mariam Claris Nyongesa - Member of the Board

12. Dr. Jeophita June Mwajuma - Member of the Board

Company Secretary

'lhc County AttomeY

County Government of Kakamega

Registered Office

Kakamega, KenYa

Mumias MuniciPal Building

Kakamega -Bungoma Road

P.O Box 647 - 50100

Kakamega
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orporate Headquarters

O. Ilox 647 - 50100

umias Municipal Building

ega -Bungoma Road

ga, KENYA

orporate Contacts

elcphone: 020 230 0001

-mail : kacruwasco.03 7@gmail.com

orporate Bankers

enya Commercial Bank

O Box 152-50100

akamega Branch

I dcpendent Auditor

uditor General

c Olfice of the Auditor General

vcrsary Towers, University Way

O. Box 30084GPO 00100

airobi, Kenya

rincipal Lcgal Adviscrs

County nttorney

ounty Govemment of Kakamega

ounty Headquarters, Kakamega - Kisumu Road Junction

O. Ilox 36 - 50100

akamega, Kenya
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3. The Board of Directors

Age- 69

The chairman of the full board was appointed by

the governor on l3th MaY ,2024

He holds a Masters In Education,Music and

Cultural Studies.
Independent expert for UNESCO Convention

Former Membei of National Assembly, I lth

Parliament

Is an independent directorHon. Silverse Anami Lisamula

Age 53- Years old

The chairman served from 14th October 2023 to

l3th May 2024.

He holds an MSC in Procurement and Logistics

He has working experience of 16 years'

Was an independent director.

Mr. Leonard MaYende

)

Age- 56 Years old

The chairman served from l tt October 2020 to 1 3th

October 2023.

He holds an MSC- Strategic management

He has 25 years working exPerience

He was an indePendent director.

.,

vll

I

\

\/'
Ii

I

Mr. Peter Khamusali



Kakamega Co
Annual Repor

unty Rural Water and Sanitation Company

t and l'inancial Statements for the year ended June 30,2024

4

Is an independent director.
Chairperson - Technical & Environment
Committee

) Mr. Albcrt Tungani

Age- 58 Years old
He holds a BA-Education
He has experience as an Executive secretary

KNUT Butere Branch and as aTeacher

Is an independent director.
Chairperson - Finance, HR & Administration
Committee

Age- 50 Years old
She holds a B.E.D (E.C.C.D)
She has experience as a Former MCA-Kakamega
County Assembly and Chairperson Kakamega
Women Network Organization

Is an independent director.
Member Audit Committee

+
Hon. Lucie Chogo

vlll

Age- 5l Years old
He holds a PHD, MSC,BSC- Environmental and

toxicology chemistry-water treatment technologies

and analysis
He has working experience of 20 years.

Pro l'. Irrancis Orata

I
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Age- 47 Years Old

He holds an MBA,BSC,CPA(K)

He has over 15 years experience in Finance and

Audit
Is the Chief Financial Manager Lake Victoria

North Water Works Development Agency

Chairman Audit Committee

CPA Fredric ToloYi
6

Age 64 years

He holds a Masters in Education

He has over 30 years experience in Water matters

and Education.

He is a Member of the Technical and Finance,

Human Resource and Administration.

Mr.Patrick Ligami
7

Age 39 years old
She holds a Masters in Crop Protection (Masinde

Muliro University of Science and Technology)

She is the CGK representative from the Ministry of
Water
Over l0 years experience in administration and

environment matters.

She is a member of the Technical Committee

Mrs. Mariam Claris NYongesa

Chief Officer, Water
8

Age 52 years old
She holds a Doctor of PhilosoPhY in

Environmental MicrobiologY
She is the CGK representative from the Ministry of
Finance.
Over 20 years experience in administration'

She is a member of Finance, Human Resource and

Administration Committee.

Dr. Jeophita June Mwajuma
Chief Officer Finance
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Age- 58 Years old
Acting Chief Executive Officer from Sth February

2023Up to 8th May,2024

He holds a Master of Project Planning and

Management (Research )
He has experience ofover 30 years in the water

sector
Eng. Fredrick Atwa

l0

Age- 53 Years old

The substantive Chief Executive Officer from 9th

May,2024

He holds a PHD in Human Resource Management

He has more than 25 years experience in Human

Resource and Strategic Management.
Dr Joseph Ongoma Aswantll

x
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4. Key Managemcnt Team

Acting Chief Executive Officer from 8'h

February 2023 Up to 8(h MaY,2024

He holds a Master of Project Planning and

Management (Research )
He has experience ofover 30 years in the

water sector
Eng.Fredrick Atwa

The substantive Chief Executive Officer

from 9th May,2024 to date.

He holds a PHD in Human Resource

Management

He has more than 25 years experlence ln

Human Resource management'

2

Technical Manager from I

date

She holds a Bachelor degree in Civil

Engineering and a Bachelors degree in

Water engineering

She has over 20 years experience in the

water sector and as a water superintendent in

the County Govemmentof Kakamega'

" June,2024 to

Eng. Mary Ndiema

J

xl
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CPA Similu Stacy NekoY

Accountant from l't October,2023 to date

Holds a Bachelor of Science in Accountancy

Is a Certified Public Accountant

She has over 5 years experience in

Accounting and Finance

Ms. Faith Rutto

j'-'-1

Ag. Commercial & Finance Manager up to

3l't September ,,2023

She holds a Bachelor of Commerce in

Finance and CPA V

She has over 5 years experience in Finance

in the water sector.

6
Mr. Cyprian Weregi

Human Resource Manager

He holds Bachelor of Commerce- Human

Resource and an MBA.

He has over l0 years experience in Human

Resource and Administration in the public

sector.

xlr
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5. Chairman's Statcment

Dcar Stakeholders,

It is my pleasure to present this year's chairman's Report for Kakamega Rural water and

Sanitation Company highlighting the key activities, successes, and challenges we have faced, as

well as the strategic direction we aim to pursue in the coming year'

1'hroughout the year, we focused on several critical activities aimed at improving our operational

efficiency, expanding water access, and ensuring sustainable growth. The key activities included

. InfrastructureDeveloPment:

We undertook significant infrastructure improvements, including the expansion of water

pipelines through take-over of new schemes and the renewal of dry line to meet growing

demand.

. Water Metering Initiatives:

The rollout of meters began in targeted regions to improve billing accuracy and reduce non-

. StakeholderEngagement:

We engaged with local communities, the county government, development partners such as the

LJSAID- Westem Kenya Water Project to ensure alignment of our goals with national and county

water strategies and community needs.

Ilnvironmental Sustainability Efforts:

xlll

-t

revcnue water.
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Itcused on integrating renewable energy (solar-powered pumps) into our operations, reducing

o[rr carbon footprint, and ensuring long-term sustainability.

i

llir y.* marked significant achievements for our organization, driven by the dedication ofour

anagement, staff, and partners. Key successes include:

. Increased Water Coverage:

o Through ongoing projects, we extended our water supply all over rural

population, with a growth of 58Yo from the previous year, positively impacting

more households.

. FinancialPerformance:

o Our revenue groMh remained steady, with a notable 43.7o/o increase in operating

revenue despite challenging economic conditions'

. OperationalEfficiency:

o The introduction ofdigital billing and distribution ofbills has reduced non-

revenue water and streamlined our billing process.

. Licencing

A license was acquired from the sector regulator, WASREB , this is enabling us discharge our

rnandate with full legal status and to enable us take up opportunities for resources mobilization.

$rhile we have achieved many milestones, we faced several challenges that required strategic

aftention:

. Rising Operational Costs:

'lfie ongoing rise in electricity costs and inflation has directly impacted our operational expenses,

e$pecially with the need for additional water treatment and distribution.

. Aginglnfrastructure:

Spme of our infrastructure, particularly in older service areas, is in urgent need of repair and

replaccment. affecting the reliability of water services.

. Regulatory and Compliance Challenges:

(avigating through increasingly stringent regulations has required more attention and resources,

a$ compliance is paramount for our continued operations'

xlv
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Looking ahead, Kakamega Rural water and Sanitation company, will continue to pursue a

growth strategy focused on sustainability, service delivery, and financial stability' Our key

priorities for the next year include:

Expansion of Water Access:

o We will prioritize extending water supply networks to underserved communities

and exploring partnerships to fund these projects'

Technological Integration:

o We aim to accelerate the adoption of smart technologies, including advanced

metering infrastructure (AMI), to further improve operational efficiency'

Capacity Building:

o We will continue to invest in training and development for our employees to

equip them with the skills required to navigate future challenges'

. FinancialSustainabilitY:

oWeremaincommittedtoprudentlrnancialmanagement,ensuringthatwe

continue delivering quality services while maintaining a solid financial position'

In conclusion, I extend my gratitude to the Board of Directors, management, staff, and all our

stakeholders for their unwavering support. We remain optimistic about the future and committed

to ensuring that Kakamega Rural Water and Sanitation Company continues to fulfil its mission

ol delivering safe, reliable, and sustainable water services to our communities'

We will continue to overcome challenges and capitalize on opportunities to drive growth and

ensure that we become a leader in the water services sector'

Thank you for your continued trust and support

Hon. Silvcrse Anami Lisamula
Chairman of the Board.

xv
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Report Of the Managing Director

am glad to be introducing KACRUW ASCO 202312024 annual report

l]stablished in202l, KACRUWASCO is one of the pioneer water service providers to the rural

pppulation in Kenya, serving the Kakamega county rural population. It's my privilege to be writing

I you all from this desk as we near five years since the company was formed. Over the last years

ur company has grown at a compounded annual growth of over 8% each. It is now four months

ince my transition as Chief Executive Officer, and I am happy to report it has been a stable and

Eamless experience for all our stakeholders. During this period, we focused on revival and

irnprovement of our water schemes and repayment of pending bills'

'lrhe performance is a clear indication of what the company can achieve when our revenue and

lling department has a clear focus. We have renewed our emphasis on cost and cash discipline

E. ing lbrward. Our focus in 2024/2025 is to successfully increase connectivity, launch ncw

hemes which will bring significant benefits to our customers in the rural population and to

'1

1
si

,J

S

L.

continue to maximizc our current portfolio'

Performance and Value Based Culture

orur ambition as a company is to achieve a high performance culture putting efficiency and

llectiveness at the heart of KACRUWASCO , remaining true to our values and our purpose, to

elp our rural population do more , feel better, live longer with adequate supply of affordable and

ean water . Our customers demand for value for money has remained central to our customer

c{ntric efforts. The rising electricity bills, pipe vandalism and destruction due to major road

c{nstruction projects were major concerns during the year. Given the momentum we are seeing in

r renewed energy, thc operating performance improvements we are driving we have increasingly

h

c

()

c

lr

ir

nfident in our ability to deliver our mandate of making Amatsi Khumuliango a true realization

rcas of growth

c are pleased with the addition of four more new schemes Mutaho , Mulwanda, Lwandeti and

K]ruuruti which contributed to increased connectivity number. We will continue to drive growth

revenue collection since we still have untapped potential in the county in terms of coverage,

dicating room for further growth.

xvl
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Geographic and Demographic Analysis

. Population Growth Areas: we are analyzing demographic data to identify regions

experiencing population growth. These areas may require cxpanded water infrastructurc to

meet increasing demand.

Underserved Communities: Identifying areas with limited or no access to clean watcr'

Rural or remote communities, which may present significant opportunities for new scrvicc

expanslons

l{cgulatory and Policy Opportunities

Government Incentives: Explore available grants, subsidies, or incentives for expanding

water services or improving infrastructure. Government policies may support expansion

into new areas or improvement of existing services'

partnerships and Collaborations: Look for opportunities to partnel with local

govemments,developmentagencies,orotherstakeholderstoexpandcoverage

Community and Economic Development

Economic Development Zones: Target economic development zones or areas with ncw

commercial or residential developments where water infrastructure might be needed'

Community Engagement: Engage with local communities to understand their needs and

aspirations regarding water services. Community-driven insights can reveal untapped

potential for coverage expansion.

Climate and Environmcntal Considerations

climate Resilience: Assess areas that are vulnerable to climate change impacts and

consider how expanding coverage or improving infrastructure can enhance resilience'

xvll
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. Water Resource Management: Evaluate the availability of local water resources and how

they can be managed to support expanded coverage.

nancial Analysis

Cost-Benefit Analysis: Conduct a cost-benefit analysis to determine the feasibility of

expanding coverage in different areas. Consider factors such as investment costs, potential

revenue, and long-term benefits.

Revenue Opportunities: Explore new revenue streams that could support expansion, such

as premium services or partnerships with local businesses.

ortunities

onnectivity continues to present extensive opportunities, including churches, schools and other

stitutions. We lully support the governors clarion call of "Amatsi Khumuliango" and wc will

deavor to make it a reality with about 35% of homes connected, we are at early groMh stage

oing forward, we shall refocus on our sector service provision and technology expertise,

phasis and refresh the core values that define who we are as a company and double down on

stomer certification and employee empathy .

e had a rather field finish to the financial year 202312024, with revenue for this year at Ksh'

,744,720 This is a groMh of 43.7%o over the previous year. Demand for service has showed a

,l
l8

L'

rc

C

rh

in

fmarkable resilience despite major financial challenges, throughout the period. During this year,

bnnectivity grew from 2,700 to 4,659 households indicating a growth of 58%o. In strengthening

fe manpo*er capacity, the Board recommended the secondment of a technical officer and an

Itemal auditor. The company also successfully recruited a substantive CEO to strengthen its

management team

Iluildin our skilled workforce

Qur approach to skilled manpower is strategic. We consider our employees as key stakeholders in

olrr growth. Our ability to continuously embrace new knowledge and stay relevant defines us and

*1u., u, a significant edge over our competitors. Currently we have strenglh of forty seven

efrrployees, in this financial year 202312024 we trained our staff on Corporate Govemance and

C]ustomer care.

xvllt
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Passion fo r our manda tc / DurDosc

KACRUWASCO is meaningfully connecting households with tapped water, including institutions

of leaming, churches and business premises. We will endeavor to work with our partners '

stakeholders and rural communities across the county ' persuing our Govemors clarion call lor

Amatsi Khumuliango while exploring areas of water service provision , climate and sustainability

. Trough clearly defined focus areas and strategic programmes , our work has impacted thc livcs

of the Kakamega rural population . We are working with the community and partners to help

increase connectivity while building capacity ofthe beneficiaries'

(;overnance

Governance at KACRUWASCO encompasses. ensuring ethical and transparent business conduct'

addressing sustainability risks and aligning with disclosure requirements' The Iluman Rcsourcc

ManualseryesaSaguideforatlemployeebehavior'KACRUWASCOconsciouslyembedsthc

highest standards of governance in all its operations. We have a holistic compliance framework

and well-integrated Corporate Governance schedule that encourages

accountability. Looking forward , we see better opportunities ahead , as company operations

become more technical prescnted and depend on technical to drive growth' We will continuously

endeavor to have an integrated business model which drives value creation for all our stakcholders

. We thank all stakeholders for their continued support in our joumey ahead'

Finally, I want to say thank you to all employees , partners , donors and customers or their work

in 202312024 and especially for their support to me in my first two months as chief Exccutive

officer. I look fbrward to working with them in 202412025 and beyond to deliver our prioritics

and improve performance for KACRUWASCO'

Best Regards

ffi^r;r
Dr. Joseph Ongoma Asrvani (l'hD)

xlx

Manaeins Director - KACRUWASCO



kamega
nual Re

vcral I

bjective

trategrc

bjective No. 1

trategrc

bjective No.2

trateglc

bjective No.3

trateglc

bjective No.4

trateglc

bjective No.5

rt
ril r il n a n Com p:ln )'Co u n ty Ru wa c n d sa rio

0 vca r c d
t t

n cd .I u ne 30 20)4

7 Statement c)f Performance Against Predetcrmined objectives for FY 2023124

CRUWASCO has 7 strategic objectives within the current Strategic Plan for the FY 2022- FY

26. These strategic objectives are as follows1

To be an independent, innovative, effective and efficient water and

sanitation company capable to discharge its mandate.

To improve water services coverage from 3 5 %o in 2022 to 60 yo in 2026 and

sewerage services coverage from 0% to 2 o/o in 2026.

To be a commercially viable water and sanitation services company

To achieve sound operations and Maintenance Practices for improved

efficiency

To achieve progressive improvement of water and sanitation services from

2,750 waler customers to reach 18,250 water customers and 1,000 sanitation

customers by 2026

To establish and enhance institutional development of the company

lratcgrc To promote good corporate Sovernance by the company

bjectivc No,6

trateglc 'l'o enhance collaborations and synergies with other stakeholders and actors

in the sector and industrybjective No.7

xx
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KACRUWASCO develops its annual work plans based on the above objectives' The company

achieved its performance targets set for the FY 202312024 period for its 7 strategic pillars' as

indicated in the diagram below:

To be a commerciallY
viable water and

sanitation services

com pany

Rurat Water and Sanitation Company

Financial Statcmcnts for thc Year cndc

ACHIEVEMENT
KEY

PERFOMANCE

INDICATOR
OBJECTIVESTRATEGIC PILLAR

Master plan is in Place

at the county level.
Approved water
master pla n

Develop a Water Master

Plan for Kakamega CountY

overall -Project develoPment
pla ns

No sewer Plan in Place
Approved sewer
master pla n

Develop a Sewer Master

Plan for Kakamega Ru ral

Jurisdiction - Project

development Pla ns

Reha bilitated two
schemes misango and

siville water Schemes

cu rre nt production is

approximatelY
24,375m3 /month,
1.,107 m1 lda

Quantity of water
prod uced

Augment/
rehabilitate/renew existing

water supply schemes (10

No) to improve Production
trom787 m3 lday to 1,1'87

m3/day.

Completed and

operational

Complete and

com m issio ned

project

Complete the construction
and commissioning of the

Mungakha Water Project to

increase production bY

add itional l-68 m3 er day
Pipeline distribution
network has been

done for 7.3 km in the

FY.

Length of
pipe line

distribution

Distribution PiPelines,
storage/break Pressu re

tanks and customer
reticulation network

No exhauster se rvices

yetNo of waste sites

lntroduce Exha u ster services

to manage sePtic waste sites

to dispose from 150

premrses

To improve water
services coverage

With support from

KIWASH, we have

done for three
schemes namelY

Musembe, Lumino and

Navakholo

Report
Undertake commercial
via bility and sustainabilitY

studies for the ComPanY

Customers increased

to 4,659
Total number of
customers served

lncrease number of
customers from 2700 to

3500 by endof2022
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To achieve sound
Operations and

Maintenance Practices

for improved efficiency

Develop and adopt a new

Water and sewer tariff
Ta rriff docu ment

Yet to adopt water and

sewer tariff,
management is in the
process of o bta in ing

licence

No. of metered
customers

Purchase and insta ll suitable
customer water meters
progressively

356 new meters
insta lled within the
financial period

Sulis billing system has

been incorporated.

Application of ICT

billing
management

Embrace ICT in billing and

revenue management.

lncreased revenue

collection to an

average of Kshs

1,100,000

Revenue collected

er month in 2023500,000 p

375 meters installed as

at June 2023
No. of flat rate

customers

Progressively red uce the
number of customers on flat
rate to nil

2 Staff training
sessions done across

all the schemes

No. of tra ining

sessions

conducted

Undertake continuous
training of staff in water
supply operations and Plant
maintenance ( KEWI

co u rse s)

No staff recruited but
qualified staff are

seconded from
KACWASCO and the
count government

No. of tech nica I

staff

Hybrid solar system
across all the water
supplies to replace

electricity

No. of modern
technology
adopted

Outsourcing releva nt
technical services where
necessary, eg pump

servicing

Adoption of modern
technology in O & M, eg

sola r, biogas. and

automation

No motor vehicle
procured in the
financialyear

No. of pick-ups
procured

Procure 3 No Pick-up vehicle

forO&Mfunctions

xxl I

lmprove water revenue

collection from average Kshs

200,000 per month in

February 2022 to Kshs

Recruit q ua lified technica I

staff from 2022-2024

Technica I se rvices are

outsourced on need

basis

No. of technical
se rvices
outsourced
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Procure 7 No motor cycles

for O & M activities (Two Per

each Region & one for HQ)

No. of
motorcycles
procured

Received 10 motor
cycles through
donation f rom the
county government

and have serviced and

ma intained therefore
no need to Procure the

sa me

785 new customers

connected,
completed and

commissioned excePt

for Matunda water
project

No. of new

customers
connected

lncrease water distribution
network by comPletion and

commissioning of Matunda

Water Project, Lumino Dam

Water Supply Project,

Mungakha Water SuPPIY

Project to cover additional
130 km

Customer service lines

done a cross allthe
three excePt Matunda
water project,7.3 km

covered in tota l.

No. of customer
service lines

completed

Facilitate customer service

lines by 130 km to serve

additiona I 7,000 customers

in Matunda (2,000), Lumino

dam area (2,000),LwakhuPa

(2,000) and Mungakha area

(1,ooo)

Commisioning of one

abolution block in

Mayoni.

lmprovement in

environmental
safety and

sanitation

lncrease sewer network in

townships to imProve safe

d isposal and Protect the

e nviro n ment.

Stores management

reports ava ila bleMonthly report

Esta blish stores

management for minimum

stocks of PiPes, fittings,
meters and equiPment for

water and sewerage services

to ensure continuous
prog ress of works

To achieve proBressive

improvement of water
and sanitation services

to f rom 2,750 water
customers to reach

4,000 water customers
and 1,000 sanitation
customers bY 2024

Human Resource

policy approved

Approved Human

Resource

Management
Policy Manual

To develop a Human

Resource Management
Policy Manual

Not yet done
No. of staff
evaluated and

redeployed

Undertake staff job

evaluation so as to re-dePloY

by end of 2022.

No performance

appra isal done
No. of staff
appraised

Conduct annual
performa nce a PPra isa ls for

stafffrom 2022.

To establish and

enhance institutional
development of the
compa ny

xx lll
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To enhance

collaborations and

synergies with other

Adopt improved
Management lnformation
System by 2023.

lm plementatio n
of the
M a nagem ent
lnformation
system

Sulis Management
lnformation system

implemented in billing

No survey done within
the year.

Employee and
customer
sa rtisfactio n

survey

En ha nce employee and

customer satisfaction on

continuous basis

No. of business

procesSes

d igitized

Enhance use of ICT in the

company

The company now
occupies the first floor
of the municipal
building and the
offices are renovated

Completion and

occupance of new

office

New office accommodation,
plus branding

No. of
Motorvehicles
procured

Procure suitable 1 No Saloon

Vehicle 4 Wheel Drive (CEO)

and 2 No. Double Cabin Pick-

Up (Corporate Team

Managers)

Three lnternal aud its

conducted within the
year.

No. of interna I

a ud its conducted
Enhance eq uity, internal
processes and compliance

Approved
OrBanization
structu re

To develop an organization
structu re responsive to the
core business of the
company

One training
cond ucted for Board of
Directors and

Ma nagement.

No. of corporate
governa nce

training

To enhance good corporate
governance and eth ica I

conduct

Corporate Social

Responsibility (CSR)

policy and practices

not developed

Approved
Corporate Social

Responsibility
(CSR) policy

To develop Corporate Social

Responsibility (CSR) policy

and practices

To promote good

corporate governance

by the company

Stakeholders mapping
yet to be done.

Stake holders
mapping level

Mapping of stakeholders

and relevant actors

keholders and

xxlv

Billing process and bills

distribution have been

fully digitized. Meter
reading is partially

digitized by the use of
mobile phones for
automated meter
reading.

L double cabin
procu red

Orga nisation structure
developed
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actors in the sector and

ind ustry

2 engagements
conducted at
Mulwanda, Mutaho

No. of
stakeholders
engagements
done

Stakeholders' engagements

and consultations

No. of
communication
updates shared
with stakeholders

Communication and

information sharing

No. of
partnerships
formed for
reS0urce
mobilization

Develop st rategies for
resource mobilization

period ic updates made

on the companY
Website and socia I

media platforms

Two pa rtne rsh iPs

formed for resource

mobilization including

USAID-WKWP

The agency

represented bY a

Board Member.

Frequency of
collaboration
meetings with the
a e ncy

Strengthen collaborations
and partnershiP with the

Lake Victoria North Water

Works DeveloPment AgencY'

xxv
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$. Corporate Governance Statement

dtllcient and effective provision ofwater levels and indeed progressive realization ofthe basic

hfrman right to water can only be achieved if the leadership and management in the water sector

il guided by the tenets of good govemance. At KACRUWASCO, we are govemed with integrity

and transparency in a manner which entrenches and enhances efficiency and effectiveness in

{ater service provision. The company is run as a commercial enterprise following sound

he board of KACRUWASCO is responsible for the company's overall Corporate Govemance

lamework. The board believes that the entrenchment of good Corporate Governance helps

lrsure the current and future success ofthe company and enhances stakeholder confidence. The

[ard is responsible for establishing the Corporate Governance framework, whose key features

ie set out below. In establishing its Corporate Governance framework, the board has referred to

tlie principles and recommended

'llhe board of Directors are accountable to the CECM water for achieving the corporate

opjectives. The CECM is accountable to the Covemor who is accountable to the citizens who

r{quire the service. The competence and conduct ofthe board are as far as business ethics and

tde environment has an impact on the legitimate social interests and entirely influence reputation

ul-lorg-t.r1n interests of the company in the whole county and the attainment of the County

Irftcgrated Developmcnt Plan (CIDP)

Rolc of The Board Of Dircctors

'tle board represents and serves the interest of the appointing authority, while considering the

idterests of all other stakeholders including employees, suppliers and the wider rural community
'I hc board is accountable to the department of water for strategic direction, control and risk

p{ofile of the company, it enhances stakeholder value. Implementation of the board approved

stfategy is delegated to management through a formal delegation of authority to the CEO . l'hc

CIIO is supported by members of the senior management team.

t'he board charter sets out the role of the board and how it exercises it powers and

t'c ponsibilities. Certain authorities are delegated to three board committees namely the Finance ,s

II
I',

ht

R and Administration Committee, the Technical and Environmental Committee and the Audit

rd Risk Management Committee. The charter also defines the relationship and interaction

:tween the board and management, including matters reserved to the board. 'l-he structure chaIl

ourtlined below provides an overview of the company 's current governance structure

xxvl
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Appointment of directors

'the board has an appointed chairman, Hon. Silverse Anami Lisamula and the office of cEo is

occupied by Dr. Joseph Ongoma Aswani (PhD). The composition of the board is as highlighted on

page vii

Company Secretary

'l'he company secretary is the County Attorney CS Vivianne MMbaka who is directly accountablc to

the board through the chairman on all matters to do with proper functioning of the board and thc

board committees. All directors have access to the services through the Company Secretary'

Board skills comPosition

KACRUWASCO board recognizes that having a diverse range of skills, backgrounds and expericnce

among its directors is important for relevant decision making and effective govemance. The objective

is to have the required link of expertise and experience on the board so that it can effectively

discharge its Corporate Governance and oversight responsibilities. It's the boards view that the

current directors pose an appropriate mix ofrelevant skills, experiencc, expertise and diversity to

cnable the board to discharge its responsibility and activities through company's strategic objectivcs'

'Ihe board has identified the following mix of skills that it seeks to achieve in short and long term'

l'he board will regularly review its skills matrix to make sure it covers the skills needed for bettcr

lasting and emerging business and govemance issucs relevant to the entity.

Skills and Experience

Director ApPointment

]'he cECM oversees the board succession planning and facilitates the selection and appointment of

directors. The GECM ensures that appropriate background checks on their suitability to serye as a

director are undertaken. An appropriate' external consultant are engaged to assist the company in thc

search and interview of new directors'

Innovation o1 technoloorate GovernanceCo
Health, safety, sound and environment

res nsibilit
Risk and compliance oversight-Au dit

Stakeholder communicatton
engagement

People managcment

Critical and motivative thinkingTechnical cxperience, both hnance

and water sector.

Ne otiation and influencencnccPolitical ex

Legal and regulatorY aPProval

xxvll
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director appointed serv .r for a period of three years renewable once. Appointment of directors is

pegged on numerous factors including but not limited to

- Skills, experience, expertise, personal qualities and attributes that will best complement the

skill set and characteristics ofexisting directors to enhance board effectiveness.

- Diversity of board composition

- 'l'he capacity to devote the necessary time and commitment to the tole'

- Potential conflict ofinterest independence.

uction and Appointment

directors receive a letter of appointment that acts out their duties, the company's expectations and

terms and conditions of their appointment. New directors are provided with an induction

tn4

^lirhd

programme that cncompasses the following activities: -

Board risks company vision, values, strategy, culture and objective

Company organization, status, structure and financial

Corporate Govemance framework and details'

Board operation and processes

- Board committees

- Key management personnel

- Water schemes and locations

- Stakcholders and partners

Al! directors are offered ongoing professional development and training to enable them to develop

an{ maintain their skills and knowledge. At KACRUWASCO, directors are challenged to personally

undertake appropriate training and refresher courses as appropriate to maintain the skills required to

disfharge their obligations to the company. Structured director development was incorporated into

forfnal managements, for example annual performance contracting strategy session with senior

cxccutives o1 thc company.

Iloard Performance Evaluation

l'h board ol KACRIJWASCO is committed to lbrmally evaluating its own perfbrmance, the

p onraltcc o f its committees as well as individual directors as well as the government processes

sU porting the board. Thc point of reference in this case being the PMC signed between the board

the chairman. l'he board will endeavor to ensure a performance evaluation as conducted annually

ln ccordance with its performance

I'} luation Process as may be determined by the board.

Senior management Performance Evaluation

'l'he board Chairman and the CEO performance reviews will be collected by the Chairmen of the

Suh-committee and the result will be reported to the full board. The Board chair and the CEO have

sp illc KPI'S (Financials and non-financial aspects) from the PMC document which will be

rcv ewed annually and their performance will be evaluated against those KPI's and the company will

lose in it's corporate govemance whether such performance evaluation has been undertaken

an

dis

xxvl I I
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Dircctor's Independence

Directors are not involved in decisions where they have, or could be previewed which have a conflict

of intcrest or a material personal interest. Any director who considers that there may bc a conflict ol'

interest or a material personal interest in any matter conceming the company must declare it

immediately. The company secretary also monitors all information coming to the board and it's

committees. potential conflicts are flagged with the relevant Director, Committee Chairs and thc

Chair. As such the company considers that its current'

Board structure allows it to act at all times in the best interest of the company and all its stakcholdcrs.'

IJoard Committccs

There are three Board Committee to assist the Board in exercising its responsibilities and to provide it

with recommendation and advice

l. Finance, HR and Administration Committee

2. Technical and Environmental Committce

3. Audit and Risk Management Committee.

SN Name of Director Ordinary Full Board Special Full Board Total

L Pete r Khamusali lngosi 1 0 0 1

2 Vivie n ne Masitsa Litali 0 7 l

3 6 1.4

4 Patrick Li aml 6 6 15

5 Herman Lusuli 2 7 2 6

6 Albert Tungani Shikule 3 6 6 15

7 Leona rd Mayende 1 4 0 5

o Fredrick ToloYi 6 3 11

9 Lucie Chogo 2 6 0 8

10 Mariam Were z 5

11 Fred rick Atwa 2 3 10

t2 Vivianne Mmbaka 1 2 0 3

13 h AswaniJose 1 2 4 7

t4 Jerry Mukoko 0 0 1

15 Patrick Mukenya 0 0 2 2

1,6 Silverse Lisamu la Anami 1 2 0 3

17 Penina h Mukabane 0 1 0 1

xxlx
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I{isk }lanagcmcnt Framervork and Policy'
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[ .o.p*y Risk Management Framework is anchored on the framework developed by the water

fartment. It is supported by the Board and Senior Management Team. The Board is responsible for

fi1ito.ing and reviewing the company's risk management strategy, while the senior management

fn is responsible for ensuring that appropriate processes and controls are in place to manage risk

[ctively and efficiently. Management monitors the effectiveness of risks management system and

ltrots, including financial and non-financial risks and compliance with these systems. Senior

f.,ug.r.n, team report to the board directly and through the Board committee on key matters of

Isideration.

Audit

The Intemal Audit function provides an independent and objective assurance on the adequacy and

clltctiveness of the company's system for risk management, internal controls and govemance, along

rvi(h recommendation to improve the efficiency and effectiveness of these systems and process. The

urdit Con1111ittee will oversee internal audit of financial and non-financial risk areas. The company

will employ the following process for evaluating and continually improving the effectiveness of risks

lI agcment and internal control process

The Audit Risk Management Committee recommends need lbr an internal Audit lbr

having regard to the size and complexity of company operation.

Senior management team will facilitate the periodic review of financial and non-financial

system and processes and will report to the committee from time to time.
'l'he board will review the risk management and internal compliance procedures at each

Board meeting and any risks matters for consideration raised by Senior Management

T'eam.

As urancc by Management Team.

I'r i r to approval of the Company Annual Financial Statement, the board will obtain a declaration

tio the CEO and [rinance Officer that, in their opinion, the financial records to the Company havc

bc n properly maintained and that the financial statements comply with appropriate accounting

sta dards. 'l'his dcclaration will confirrn that the aforementioned statements give a true and tair view

ol' hc llnancial position and performance of the Company and that observation has been formed on

thc basis of a sound system of risk management and intemal control processes

Stdkehotder engagement

Thb company, recognizes that effective communication with Partners, Donors, Suppliers and the

corfnty government assists the creation and maintenance of informed and strategic decision making

and enhances corporate govemance by encouraging a culture of transparency in relation to it's

a

o

a
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corporate activities. The company will keep all stakeholders fully informed of all material matters

affecting the company through service delivery presentation and a range ofother forums

Diversity

The work force of the company comprises individuals with diverse skills, background, perspectives

and experience and this diversity is valued and respected. The company's Human Resource Manual

has meritocracy as a guiding principle and seeks to align the company's management system with It's

commitment to continue to develop a culture that values and achieves diversity in its work force and

on the board. The board and management consider that building a diverse and inclusive work force

will provide the best insight into the needs of our customers, supplies and Donors, Partncrs and all

stakeholders. A diversity ofperspectives and backgrounds also strengthens creativity and innovation

in teams. particular, focus on achieving a balance of men and women in Senior Executive positions

across the company and having a range of water sector experience. The Company's workforce is

rclatively small. The company will schedule review of all it's employees to examine issues

concerning remuneration. and benefits, roles, training needs among other pertinent issues'

xxxl
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eJvIt enue Collcction

'Ihb collection for the year was Ksh. I2,424,981 translating to an efficiency of 67%o, this is inclusive

ofcollection ofoutstanding debts from previous periods.

Management has taken measures to improve this by forming a Revenue Management Committee that

rodustly undertakes Rapid Results Initiatives on revenue collection to ensure availability ofsufficient

lunds lbr smooth running of operations.

'l'o enhance credit controls and collection measures, Revenue Collection Targets have also been set

forl all employees, as an inclusive effort to improve on efficiency.

Oflerational and Financial Performancc

'l'hp company has realized a gromh of 35Yo in connectivity within the Financial year, this has been

reafized through acquisition of new schemes and improving connections in current schemes. 'fhe

co

to rior years as shown below

sumer growth has greatly contributed to the increase in revenue to Ksh 18,744,720 in comparison
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Month BrLLrN6 ,COLLECTTON AND TOTAL CONNECTIONS 2023/2024

As at the June 30,2024, the total number of connections was 4,6 I 7 across all the schemes, this

coristitutes both metered and unmetered customers. The company aims at attaining the allowable

me[ering standard which requircs 100% metering so as to monitor actual consumption of water and

rC ce commcrcial losses

xxxll
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TOTAL

CONNECTIONS \l ll'l'[. ll E I)

4,712 2,733 1,,979

OPERATIONAL EFFICI ENCY

40,000,000

35,000,000

30,000,000

25,000,000

20,000,000

15,000,000

10,000,000

s,000,000

0
2O2t1202?

.INCOME

2022/2023 2023/2024

r OPERATIONAL COSTS

-3,104,14s28,094.69724,990,552202U2022

1,791,46933,947,29835,738,767202212023

4.145,20835,099,51239,244,720202312021
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I,} cnditure Analysis

I) ng the year, in a bid to improve on service delivery, maintenance and last mile connectivity was

n more emphasis. A notable increase in Operational costs was realized. This is due to increase in

erage and efticicncy in management of our schemes. An analysis of the expenditures in

parison to the FY 202212023 is provided below

FY 202312024

. Staff Costs

. Board Expenses

. Depreciation expenses

. Staff Costs

' Board Expenses

. Depreciation expenses

. General and Operations expenses

Maintenance ExPenses

tY 2022/2023

. Generaland Operations expenses

Ma intenance Expenses

xxxlv
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Monitoring and Evaluation

Non- Revenue Water
'lhe Non-Revenue Water level as at the end of the Financial year was at 34o/o. The company aims at

establishing KPIs to monitor NRW levels.

The company's strategy to reduce Non-Revenue Water includes:

Assess and Analyze NRW

perform a detailed assessment of NRW to identify its sources. This includes evaluating physical losses

(leaks and bursts) and administrative losses (billing errors, unregistered connections).Use data from

water meters, billing systems, and distribution networks to understand patterns and pinpoint problem

arcas

tJ pgrade Infrastructure

Replace old, corroded, or poorly maintained pipes and fittings that are prone to leaks and bursts'

Implement pressure management systems to reduce the likclihood of pipe bursts and leaks due to high

pressure

Improve Metering and Billing Systcms

Deploy smart meters that provide real-time data on water usage and help detect anomalies or

unauthorized usage. Ensure accurate readings by regularly calibrating and maintaining meters'lmprovc

administrative processes to minimize errors in billing and address issues like unbilled consumption and

unregistered connections.

Enhance Leak Detection and Maintenancc

Ljtilize technologies like Geographic Information Systems (GIS) and Automated Meter Reading

(AMR) to enhancc leak detection and maintenance. Develop a routine maintenance schedulc to

rcgularly inspect and repair infrastructure, minimizing the risk of sudden failurcs'

Address Illegal Connections and Thcft

[Jse technologies and strategies to detcct and prevent illegal connections and water theft' Conduct

lrequent inspections ofdistribution networks to identify and rectify unauthorized connections'

xxxv
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Optimize Water distribution Network

LJde network modeling tools to analyze and optimize water distribution networks, improving efficiency

and reducing losses. Adjust water network configurations to balance pressure and flow, minimizing

leqks and optimizing performance.

u gagc and Educate Stakeholdcrs

n

tl

ll

I

t.l

ucate customers on the importance of water conservation and reporting leaks or irregularities

courage community involvement in monitoring and reporting issues related to water distribution

plemcnt and Monitor KPIs

Ilstablish KPIs to monitor NRW levels, including metrics like the percentage of NRW, the vo lume ol'

Ie{ks, and the efficiency ofrepair activities. Track and report progress regularly to ensure that NRW

reduction efforts are effective and adjust strategies as needed.

Lcvcragc Data and Analytics

data analytics to make informed decisions about where to focus efforts and resources for NRW

re uction. Apply predictive analytics to anticipate potential issues and address them before they lead

to igniticanl NRW

In ormation Communication Technology

illing system was acquired so as to improve on efficiency in billing. This automated the billing

di tribution process where customers get bills via mobile SMS. The system was also integrated with

th{ payment platforms to be able to automatically credit customers account upon payment and send

l

bafk a confirmation message.

lhis has greatly complemented revenue collection initiatives. An automated system helps to reduce

enbrs and other human related inefficiencies which are brought about through manual billing.

x xxvl
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Stratcgic and Business Plans

'l'he company successfully following a strategic plan for the period 2022-2026 and business plan which

is giving a roadmap and guiding the company to achieve its short- and long{erm goals.

Risk Management

lntcrnal audits play a critical role in identifying inefficiencies, non-compliance, and risks in thc

company. 'l'heir absence incrcases the potential for financial mismanagement, operational

inefficiencies, regulatory violations, and reputational damage, which can ultimately undermine the

company's ability to provide reliable and sustainable water services.

To mitigate these risks the company has been able to conduct four quarterly internal audits in a bid to

cnsure controls are in place and compliance is adhered to. This has enhanced financial controls,

improved operational efficiency contributing to the company's ability to deliver reliable, high-quality

serviccs, reduce costs, and maintain stakeholder trust.
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10. EnvironmentalAnd SustainabilifyReporting

fd6mega County Rural Water and Sanitation Company recognize its obligations to act responsibly,

ettiically and with integrity in its dealings with stafi customers, neighbours and the environment as a

wilole. We ours remain firmly committed to courses that positively impact our society and influence

su$tainability of our business. In the coming years, we wish to grant our support through CSR activities

c.g. supporting the less fortunate and vulnerable members of society and tree planting.

Tipc PlantinS

'l'hb management supported a number of environmental conservation activities including but not

tinfited to 'l'ree planting in all our service coverage areas including Lumino Dam and Lugari forest

dulring the tree planting day.

)

fl-nf$'rr

iii. Solarization of treatment plants

'l'hb company is focusing on integrating renewable energy (solar-powered pumps) into our

opqrations, reducing our carbon footprint, and ensuring long-term sustainability. Cunently 27 ofthe

waicr prolects within the company's area of operation are solarized in a bid to embrace environment

lridndly and cost-efficient operations. In the next Financial Year plans are underway to Solarize

Lufnino and Lwakhupa Water Projects.
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In an effort to embrace a paperless work environment, the company has automated its, billing

distribution system where by customers receive bills on their mobile phoncs as SMSs compared to

previously where they were printed.

Employee welfare

(l) Kakamega County Rural Water and Sanitation Company has an approved Human Resourcc

Policy and Procedure Manual which provides an equal opportunity to everyone during

recruitment and does not discriminate on the basis ofgender, age, race, and ethnicity or entertain

any form of discrimination. In terms of gender, the Company is yet to achieve the 2/3 rule but

it's working towards achieving the same.

(2) The Company attracts and recruit candidates qualified in terms of academic, professional

qualification and who have the required experience or who can be trained for effective work

performance to achieve set objectives.

(4) Appointments in all cases are made in accordance with the existing job descriptions and

specifications for various cadres of staff in respective helds of employment.

(5) During advertisement, all vacant posts are and will be advertised in a manner that reaches the

widest pool of potential applicants and allow for at least fifteen (15) calendar days before

closing the advert.

'l'he company has a policy on Training and Development which helps in improving skills and

managing careers. Skill gap analysis is conducted and relevant trainings both formal and informal, lbr

instance, in-house coaching and mentoring are organized and undertaken by staff. Formal trainings

are subject to budgetary provision. and taking cognisance ofthe specific technical and general needs

of each department.

USAID -Western Kenya Water Project has helped facilitate a number of formal trainings. The

company also trains an average offorty (40) students per quarter on attachment.

Performance Appraisals are undertaken periodically.

xx\lx

(3) All appointments are made with the approval of the Board and within the approved stalf

establishment. This allows for stakeholder engagement since there is representation from thc

County Govemment of Kakamega within the Board.
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Thf Company's Policy on Occupation al Health and Safety recognizes and commit itself to the

acdievement of the highest standards of health, security and saf'ety in the workplace and elimination

or ininimization of health and safety hazards and risks that may affect the employees.

Mtrrket Place practices

a) Responsible competition practice;

o Competitive bidding through open tendering and request for quotations. Request for quotation

b) Rcsponsiblc supply chain and supplier rclation;

o By maintaining a list of registered and prequalified suppliers and by continues update on it.

This is done by publishing an invitation notice to candidates to submit applications to be pre-

qualified.

o By purchasing, receiving and paying ofgoods, services and works on time.

. By measuring and analysing supplier's performance to ensure best service for the company

. By engaging partners as suppliers and create good and transparent relationship with them.eg

LJSAID.

c) esponsiblc markcting and advertisementl

'l'ransparency- KACRUWASCO ensures transparency to supplier sand it's customers by

ensuring good and timely communication.

Openness - Creation of awareness of daily operations of the company.o

d) l'roduct stewardship;

Through minimising the product's environmental impact through all stages of product

lifecycle, including end of all life management of the products acquired by the company. E.g

disposal of empty tins for chemicals storage.

a

allows at least 3 companies to submit it's bids which encourages competition.

a
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I l. Report Of the Directors

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

30,2024 which show the state of the company's affairs.

i) Principalactivities

The principal activities of the Company are as follows

} Provision of water and sanitation / sewerage services within Kakamega rural.

) Operations and maintenance of water and sanitation facilities

i Planning, design and development of water and sewerage infrastructure

) Managing commercial operations (meter reading, billing, revenue collection, handling

customer relations, efficient utilization of revenues)

i Extending water distribution and sewer network, or sanitation services to increase coveragc

i Sourcing, treatment, storage, transmission and distribution of water

)> Collection, treatment and safe disposal of wastewater to regulatory standards

l Conservation of water

ii) Results

'fhe rcsults of the company for the year ended June 30, 2024 are set out on pagel to 7. Below is

summary of the profit or loss made during the year.

'l'otal I ncomc 39,211,720
-lotal Er 0nscs l5 9 909

I'rofit 3 691 ll

iii) Dividends

'l-he company has not declared dividends for the year ended

iv) Directors

l'he members of the Board of Directors who served during the year are shown on page vii to x. In

accordance with Regulation of the company's Articles of Association.

xli

I
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Auditors

Auditor General is responsible for the statutory audit of the Company in accordance with Article

of the Constitution of Kenya and the Public Audit Act to carry out the audit of the Company lbr

rh ycar ended June 30,2024

ll Order o1 the Board

me DR Joseph Ongoma Aswani
S ry to the Board

tc: 2911112024

x lii
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12. Statement Of Directors' Responsibilities

Section 164 of the Public Finance Management Ac!2012 and companies Act 2015rcquire the Directors

to prepare financial statements in respect of that Company, which give a true and fair view of the statc

of affairs of the Company at the end of the financial yearlperiod and the operating results ol' the

Company for that year. The Directors are also required to ensure that the Company keeps propcr

accounting records which disclose with reasonable accuracy the financial position of the Company.

l'he Directors are also responsible for safeguarding the assets of the Company'

The Directors are responsible for the preparation and presentation of the Company financial statements,

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

ycar (period) ended on June 30, 2024.This responsibility includes: (i)Maintaining adequate financial

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

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

the financial position of the entity; (iii)Designing, implementing and maintaining intemal controls

relevant to the preparation and fair presentation of the financial statements, and ensuring that they arc

Iicc from material misstatements, whether due to error or fraud; (iv)Safeguarding the asscts ol thc

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

estimates that are reasonable in the circumstances'

l-he Directors responsibility for the Company financial statements, which have been prepared using

appropriate accounting policies supported by reasonable and prudent judgements and estimates, in

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

PFM Act, 2012,water acl2016 and companies Act 2015.

xliii

1
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S1 ement Of Directors' Responsibilities (Continued)

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

sta of Company's transactions during the financial year ended June 30, 2024, and of the Company's

ll ial position as at that date. The Directors further confirm the completeness of the accounting

rc rds maintained for the Company, which have been relied upon in the preparation of the company

fi cial statements as well as the adequacy of the systems of intemal financial control

ln reparing the financial statements, the Directors have assessed the entity's ability to continue as a

8o g concern

No g has come to the attention of the Directors to indicatc that the Company will not remain a going

cern lbr at least the next twelve months from the date of this statement

A roval of the financial statements

company financial statements were approved by the Board on 2911112024 and signed on its behalfllr
by

ffi^r^^^,frt
N

(l
mc: IIon. Silversc Lisamula Anami

airpcrson of the lloard

Name: Dr. Joscph Ongoma Aswani

Managing Director

xliv
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OFFICE OF THE AUDITOR.GENERAL

Ii n h u n t' i n g A c trt u n t u b i I i t.t'

REPORT OF THE AUDITOR.GENERAL ON KAKAMEGA COUNTY RURAL WATER
AND SANITATION COMPANY LIMITED FOR THE YEAR ENDED 30 JUNE,2024

PREAMBLE

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

A. Report on 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 La\,vfulness and Effectiveness in the 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 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.

A Qualified Opinion is issued when the Auditor-General concludes that, except for
material misstatements noted, the financial statements are fairly presented in accordance
with the applicable financial reporting framework. The Report on Financial Statements
should be read together with the Report on Lawfulness and Effectiveness in the Use of
Public Resources, and the Report on Effectiveness of lnternal Controls, Risk
Management and Governance.

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
Pubfic Finance Management Ad,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 Kakamega County Rural Water
and Sanitation Company Limited set out on pages 1 to 58, which comprise of the
statement of financial position as at 30 June,2024 and the statement of profit or loss and

HEADOUARTERS
Anniversary Towers

Monrovia Street
P.O Box 3oo84-ooroo

NAIROBI

Repod of the Auditor-General on Kakamega County Rural Water and Sanitation Company Limited tor the year ended
30 June. 2024



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

ln my opinion, except for the effect of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of Kakamega County Rural Water and Sanitation
Company Limited as at 30 June,2024 and of its financial performance and its cash flows
for the year then ended, in accordance with lnternational Financial Reporting Standards
and comply with the Companies Act, 2015 and the Public Finance Management Act,
2012.

Basis for Qualified Opinion

1. Unsupported Revaluation Reserue and Prior Year Adjustments

The statement of financial position reflects retained earnings balance of Kshs.5,486,281
and as disclosed in the statement of changes in equity which indicates an increase in
retained earnings by prior year adjustments amounting to Kshs.3,104,145. However, the
composition and supporting documents for the adjustments were not provided for audit.

ln the circumstances, the accuracy and completeness of retained earnings balance of
Kshs.5,486,281 could not be confirmed.

Reporl of the Auditor-General on Kakamega County Runl Water and Sanitation Company Limited for the year ended
30 June, 2024
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2. Unconfirmed Property, Plant and Equipment Balance

The statement of financial position reflects property, plant and equipment balance of
Kshs.5,382,435 and as disclosed in Note 20 to the financial statements. However, the
assets include two (2) motor vehicles and twelve (12) motor cycles donated by County
Government of Kakamega whose log books were not provided for audit. Further, the
disclosure reflects a Nil balance for land including land on which the company and its
twenty-eight (28) water schemes are located. ln addition, the title deeds for the parcels
of land were not provided for audit.

ln the circumstances, the accuracy and completeness of property, plant and equipment
balance of Kshs.5,382,435 could not be confirmed.

The audit was conducted in accordance with lnternational Standards for Supreme Audit
lnstitutions (lSSAls). I am independent of Kakamega County RuralWater and Sanitation
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.



The statement of comparison of budget and actual amounts reflects final revenue budget
and actual on comparable basis amounts of Kshs.52,760,000 and Kshs.39,244,720
respectively, resulting in an under-collection of Kshs.13,515,280 or 260/o of the budget.
However, the company incurred expenditure of Kshs.43,917,083 against actual revenue
of Kshs.39,244,720 resulting in an over-expenditure of Kshs.4,672,363 or 12o/o of lhe
actual receipts.

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

My opinion is not modified in respect of this matter.

Repod of the Auditor-General on Kakamega County Rural Water and Sanitation Company Limited for the year ended
30 June, 2024
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Emphasis of Matter

Budgetary Control and Performance

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. Except for the matters described in
the Basis for Qualified Opinion section, I have determined that there are no other key
audit matters to communicate in my report.

Other Matter

Unresolved Prior Year Matters

ln the previous year's report, several issues were raised under Report on the financial
statements, Report on Lawfulness and Effectiveness in Use of Public Resources and
Report on Effectiveness of lnternal Controls, Risks Management and Governance. The
Management has indicated underthe progress on follow up of auditor's recommendations
section of the financial statements that the issues were resolved. However, no documents
were provided for audit to confirm how the issues were resolved.

Other Information

The Management is responsible for the other information set out on page iv to xliv which
comprise of Key Entity lnformation, The Board of Directors, Key Management Team,
Chairman's Statement, Report of the Managing Director, Statement of Performance
Against Predetermined Objectives, Corporate Governance Statement, Management
Discussion and Analysis, Environmental and Sustainability Reporting, Report of
Directors, and Statement of Directors' Responsibilities. The Other lnformation does not
include the financial statements and my audit report thereon.

ln connection with my audit on the Company's, financial statements, my responsibility is
to read the other information and in doing so, consider whether the other information is
materially inconsistentwith the financial statements or my knowledge obtained in the audit
or otherwise appears to be materially misstated. lf, based on the work I have performed,
I conclude that there is a material misstatement of this other information and I am required
to report that fact. I have nothing to report in this regard.



My opinion on the financial statements does not cover the Other lnformation and
accordingly, I do not express an audit opinion or any form of assurance conclusion
thereon.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN THE USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the matters described in the Basis for Conclusion on LaMulness
and Effectiveness in Use of Public Resources, 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

1. Non-Revenue Water Management

1.1 Excess Non-Revenue Water

Review of the water records revealed that during the year under review, the Company
produced 419,858 cubic meters of water, out of which 277,012 cubic meters of water
priced at Kshs.18,744,720 was billed to customers, resulting lo 142,846 cubic meters of
water valued at Kshs.9,666,001 or 34o/o of total volume of water produced representing
non-revenue water. The loss of 34o/o of water was above lhe 25% threshold allowed by
the Water Service Regulatory Board (WASREB). However, no explanation was provided
for the excess non- revenue water beyond the 25 percent allowable limit.

ln the circumstances, the Company may not achieve its objective of providing sufficient
water to the residents of the County and realize an increase in production losses.

1.2 Lack of Established Non-Revenue Water (NRW) Management Function

During the year under review, the Company did not have a Non-Revenue Water (NRW)
management function. This was contrary to the Non-Revenue Water Management
Standards in Kenya Guidelines of June,2022.

ln the circumstances, the measures for mitigating water losses in the Company's water
schemes, the budgetary allocation for non-revenue water reduction plans including
prioritization of activities, implementation schedules and plans, cost estimates and
responsible parties put in place could not be ascertained.

2. Unremitted Tax from Board Allowances and Honoraria

The statement of profit or loss and other comprehensive income reflects Board expenses
amount of Kshs.4,561,982 as disclosed in Note 13 to the financial statements which
includes Pay-As-You-Earn (PAYE) taxes deducted from Boards members amount of
Kshs.395,400. However, the amount was not remitted to Kenya Revenue Authority as at
30 June, 2024.This was contrary to lncome tax guideline that require deducted tax to be
remitted to KRA on or before the 9th day of the following month.

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

Report of the Auditor-General on Kakamega County Runl Water and Sanitation Company Limited for the year ended
30 June, 2024
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3. Failure to Maintain an Updated Fixed Assets Register

The statement of financial position reflects property, plant and equipment balance of
Kshs.5,382,435 and as disclosed in Note 20 to the financial statements. However, the
assets register maintained by the Company does not contain key information including
dates of acquisition, suppliers' names, cost, location, depreciation amounts, accumulated
depreciation and net book values. This was contrary to Regulation 136(1) of the Public
Finance Management County Government Regulations, 2015 which requires that the
Accounting Officer shall be responsible for maintaining a register of assets under his or
her control or possession as prescribed by the relevant laws.

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

The audit was conducted in accordance with ISSAI 3000 and ISSAI 4000. The standards
require that I comply with ethical requirements and plan and perform the audit to obtain
assurance about whether the activities, financial transactions and information reflected in

the financial statements comply in all material respects, with the authorities that govern
them. I believe that the audit evidence I have obtained is sufficient and appropriate to
provide a basis for my conclusion.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Gonclusion

As required by Section 7(1)(a) of the Public Audit Act, 2015, based on the audit
procedures performed, except for the effect of 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 governance were not effective.

Basis for Conclusion

L Lack of Risk Management Policy and Framework

During the year under review, the Company Management had not put in place risk
management policy, strategies, and risk register to mitigate against risk. lt was not clear
how Management manages risk exposures. This contrary was to Regulation 158(1Xa)
and (b) of the Public Finance Management (County Governments) Regulations, 2015
which requires the Accounting Officer to ensure that the county government entity
develops risk management strategies, which include fraud prevention mechanism; and
the county government entity develops a system of risk management and internal control
that builds robust business operations

ln the circumstances, the existence of effective risk management measures could not be
confirmed.

2. Lack of Scheme of Service

During the year under review, the Company did not have an approved scheme of service
detailing job grading structure, job descriptions and appointment specifications, standards
for recruitment, training, advancement, career planning and succession management
across the various cadres as established.

Report of the Auditor-General on Kakamega County Runl Water and Sanitation Company Limited for the year ended

30 June, 2024
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ln the circumstances, the effectiveness of the internal controls on staff management 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 controls, risk Management and overall governance
were operating effectively in all material respects. I believe that the audit evidence I have
obtained is sufficient and appropriate to provide a basis for my conclusion.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

Conclusion

As required by the Companies Act, 2015,1report, 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. lnformation given in the directors' report on pages xli is consistent with the financial
statements; and

iii. The auditable part of the directors' remuneration report on page 29 has been
properly prepared in accordance with the Companies Act, 2015.

Responsibilities of the 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 and for
maintaining effective internal controls 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 controls, risk
management and governance.

ln preparing the financial statements, Management is responsible for assessing the
Company's ability to continue as a going concern, disclosing, as applicable, matters
related to going concern and using the going concern basis of accounting unless
Management is aware of the intention to 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 lhe Public Audit Act,
2015.

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

The Board of Directors is responsible for overseeing the Company's financial reporting
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

Repoft of the Auditor-General on Kakamega County Rural Water and Sanitation Company Limited for the year ended
30 June. 2024
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and risk management, and ensuring the adequacy and effectiveness of the control
environment.

Auditor-General's Responsibilities for the Aud it

My responsibility is to conduct an audit of the financial statements in accordance with
Article 229(4) of the Constitution, Section 35 of the Public Audit Act, 2015 and the
lnternational Standards for Supreme Audit lnstitutions (lSSAls). The standards require
that, in conducting the audit, I obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatements, whether due to fraud or error
and to issue an auditor's report that includes my opinion in accordance with Section 48
of the PublicAuditAct,20l5. Reasonable assurance is a high levelof assurance but is
not a guarantee that an audit conducted in accordance with lSSAls will always detect a
material misstatement 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 conducting the audit, Article 229(6) of the Constitution also requires that I express a
conclusion on whether or not 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. ln addition, I

consider the entity's control environment in order to give an assurance on the
effectiveness of internal controls, risk management and governance processes and
systems in accordance with the provisions of Section 7 (1) (a) of the Public Audit Act,
2015.

Further, I am required to submit the audit report in accordance with Article 229(7) of the
Constitution.

Detailed description of my responsibilities for the audit is located at the Office of the
Auditor-General's website at: https://www.oaqkenva o. ke/aud itor-qenerals-
responsibilities-for:au![V. This description forms part of my auditor's report

FCPA CBS
AUDITOR-GENERAL

31 December,2O24

Repod of the Auditor-General on Kakamega County Rural Water and Sanitation Company Limited for the year ended
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t.l Statement Of Profit or Loss & Other Comprehensive Income for thc Year Ended 30 Junc

2024.
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Total current Liabilities 9,0.17,230 7,913,213

ffi^;r
Name:Dr. Joseph Aswani Name: Stacy Nekoy

Managing Dircctor Head of Finance

ICPAK M/l{o:29469

Name: Hon. Silversc Anami

Lisamula

Chairman of the Board

1.1,935,I 7019,763,999Total Equity and Liabilities I

.,

l'hefinancialstatementswereapprovedbytheBoardon _29llll2024andsignedonitsbehallby:

GT€b-
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As at July 1,2022 0 0 0 (3.104,145) (3.104,l4s)

New capital issued 0 0

Revaluation gain 0 0 0 C) 0 0 0

accumulated fund 0 633.142 4.597,346 0 0 0 5,230.488
Transfer of excess depreciation on
revaluation

0 0 0 0 0 0 0

Deferred tax on excess depreciation 0 0 0 0 0 0 0 0

Fair value adjustment on quoted
investments 0 0 0 0 0 0

Profit for the year 0 0 0 0 1 ,79t,470 0 t,791,470
Capital/Development grants received
during the year 0 0 0 0 0 0 0 0

Transfer of depreciation/amortisation
from capital fund to retained eamings

0 0 0 00

Dividends paid - prior year 0 0 0 0 0 0 0 0

Interim dividends paid - cunent year 0 0 0 0 0 00

Proposed final dividends 0 0 0 0 00 0 0

As at June 30,2023 0 3,9 r 7,813633,142 4,597,346 0 (1,312,675) 0 0

As at July 1,2023 633,t42 4,597,346 0 (1.312,67 5) 0 0 3,917,813

Issue ofnew share capital 0 0 0 0 0 0 0

Revaluation gain 0 0 0 00 0 0

IIIIIIIIII

I II
I

IIIIIIII
I I II

l

Statcmcnt Of Changcs in Fiquiry'' for the Year Ended 30 .Iune 2024

0 0 0

0

0

0

0 0

0

0 0 0

0

0

0

0
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'Iransfer of excess depreciation on
revaluation 00 0 0 0 0 0

Deferred tax on excess depreciation 0 0 0 0 0 0

Fair value adjustment on quoted
rnvestments

0 0 0 0 0 0 0 0

Profit for the year 0 0 0 0 3,694,81 I 0 0 j.694.811

0Prior Year Adjustment 0 0 3,104.145 0 0 3,104,145

0 0
Capital/Development grants received
during the year

0 0 0 0 0 0

Transfer of depreci ation/amortisation
from capital fund to retained eamings

0 0 0 0 0 0 0

0Dividends paid - prior year 0 0 0 0 0 0

Interim dividends paid - current year 0 0 0 0 0 0 0

Proposed fi nal dividends 0 0 0 0 0 0

At Junc 30, 202{ 0 633,142 4,597,346 0 5.486.281 0 0 10,716.769

IIIIIIIIII

0

0 0

0

0

0

0

0 0
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Statement Of Cash Flows for The Year Ended 30 June 2024

Cash Flows from Operating Activities

R cccr ts
6,167,49410,179,9086bI{cceiptsperatln
I 9,96 I ,01 57 20,500,000(l rants Income

0Ir nance Income
2,7 48,7190o ther Income

307,5002,245,0736bl'( venue receipts in Customer Deposits

29,184,72832,924,,981t' tal Recci ts

I) l'm en ts

16,223,9247,232,864llS :affCosts
10,287,04712,464,33612beneral And Operation IlxpensesC

r,370, r50l3b 4,166,582I] ard Expenses

I,917,548t4b 3,91 8, r 60IV aintcnancc Ilxpenses
0Il nance Costs

00I{
29,798,66927,781,912t'

lund 01'Customer Dcposits

tal I'a ments

(61.3,9{l )5,1{3,039Net Cash From/ (Used In) Opcrating Activities

('ash Flows from Investing Activities

(64,700)21b (7,596, r 90)rrchase Of Property, Plant And Equipment (PPE)II)

00lrt 'ocecds I'r'om l)isposal OIPPE
( r,007,008)(770,e84)22brrchase 0f Intangible AssetsIl)

( I ,071 ,708)(8,367,174)N t Cash From/ (Used In) Investing Activities

C sh l'lows from Financing Activities

00[) I oceeds From Issucs ofNew Share Capital

030 3s2,500P oceeds From Borrowings

6
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Ilc ayment Of Borowin s 0

0Dividends I'}aid

0352.500Net Cash Fromi(Uscd In) Financing Activities

(2,871,635) ( I ,685,6.19)Incrcase/(Decreasc) In Cash and Cash Equivalents

4,597,3,162,911,697Cash And Cash Equivalcnts At Beginning Of Year

0 0Ufl'ects Of ll'oreign Exchanges Rate Fluctuations

2,gll,69725 40,062Cash And Cash Equivalents At End of the Year

IrII

(

Name:Dr. Joseph Aswani Name: Stacy Nekoy

Managing Director Head of Finance

ICPAK M/|.{o:29469

Name: Hon. Silverse Anami

Lisamula

Chairman of the Board
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18. Statement Of Comparison of Budget & Actuat Amounts for'I'he Year Ended 30 June 2024

Revenue Kshs Kshs Kshs Kshs

Operating Revenue 27,760,,000 0 27,160,000 68%18,744,120 9,01 5,280

Non-Operating Revenue 0 0 0 0 0

Grants 50,000,000 (30,000,000) 20.000,000 20.500.000 (s00,000) l03o/o

Finance Income 0 0 0

Development Patners 5,000,000 0 5,000,000 0 0%

0 0 0 0 0

Total Revenuc 82,760,000 (30,000,000) 52,760,000 39,244,720 13,515,280 740h

Expenses

StAff COSTS 26,52s,440 (9,szs,440) 17,000,000 7,232,864 9,767,136 43%

Board Expenses 4,763,000 0 4.763,000 4,561.982 201,018 96Yo

General and operations Expenses 25,940,000 (10,054,220) 15,885.780 16,61 5,663 (729,883) 105o/o

Maintenance 28,600,000 ( 12,02s,00) 16.575,000 5,069,390 11,505,610 31%

Depreciation 0 0
2,070,01 0

(2,070,010) 0%

Total Recurrent Expenditure 85,828,440 (31,604,660) 54,223,780 66"35,549,909 18,673,871

Profit or Loss 0 0 3,694,81 I 0

Capital Expenditure 22,600,000 (7,700,000) 14,900,000 8,367,174 6,532,926 560

0

0

Total Expenditure 108,428,440 (39,304,660) 69,123,780 43,917,083 25,206,697 640

8

Kshs

0 0

5,000,000

0



Kakamega County Rural Water and Sanitation Company
Annual Report and Financial Statements for the year ended June 30, 2024

Notes

The underutilization of 64Yo was attributed to the company's inability to generate adequate Own Source Revenue, this is due to failure by

the National Treasury to disburse all equitable share to the County, which in tum made the County treasury unable to transfer all the funds

allocated to the company. This led to adjustments on the original budget as seen above.

9
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l9 Notcs To the Financial Statements

l. (iencral Information

amega County Rural Water and Sanitation Company Ltd is established by and derives its authority

accountability from Company Act (486). The Company is wholly owned by the Kakamega County

(; cmment and is domiciled in Kenya. The Company's principal activity is provision of water and

iitation services within the rural areas in Kakamega County.

I Kenyan Companies Act reporting purposes, the balance sheet is represented by the statement of

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

nprehensive income in these financial statements.

Statement of Compliancc and Basis of Preparation
-l'he financial statements have been prepared on a historical cost basis except for the measurement

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

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

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

conformity with International Financial Reporting Standards (IFRS) allows the use of estimates and

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

Company's accounting policies.

l'he financial statements have been prepared and presented in Kenya Shillings, which is the

functional and reporting currency ofthe Company. The figures are rounded to the nearest Kenyan

shilling.

'l-he financial statements have been prepared in accordance with the PFM Act, the State

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

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

'"1
[:ol

tlni

aor]

2

prcsen dtc
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Kakamega County Rural Watcr and Sanitation Company
Annual lleport and Financial Statements for the ycar cndcd .Iunc 30' 2024

Notes to the financial statements (continued)

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

i. New and omended standards and interpretations in issue oncl effective in lhe year ended

30 June 2024.

Amendments to IAS

I titled Classification

of Liabilities as

Current or Non-

current (issued in

January 2020,

amended in October

2022)

The amendments are

effective for annual periods

beginning on or after January

| .2024. Earlicr application is

permitted.

The amendments, applicable to annual

periods beginning on or after lst January

2024, clarify a criterion in IAS I tor

classifying a liability as non-current: the

requirement for an entity to have the

right to defer settlement of the liability

for at least 12 months after the reporting

period

The amendments are

effective for annual periods

beginning on or after January

| .2024. Earlicr application is

permitted.

The amendment, applicable to annual

periods beginning on or after lst January

2024, requires a seller-lessee to

subsequently measure lease liabilities

arising from a leaseback in a way that it

docs not recognise any amount of the

gain or loss.

Amendmcnt to IFRS

l6 titled Lease

Liability in a Sale

and Leaseback

(issucd in September

2022)

The amendments are

effective lbr annual periods

beginning on or afler January

1,2024. Earlier application is

permitted.

The amendments, applicable to annual

pcriods beginning on or after I st January

2024. improve the information an entity

provides about liabilities arising from

loan arrangements for which an entity's

right to defer settlement of those

liabilities for at least twelve months after

the reporting period is subject to the

entity complying with conditions

specilied in the loan arrangement.

Amendments to IAS

I titled Non-current

I-iabilities with

Covenants (issued in

October 2022)

il
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New and amended standards ond interpretations in issue but not yel effective in lhe year

ended 30 June 2024.

Early adoption of standards

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

The new standard is effective

lor annual periods beginning

on or after January l, 2027.

Earlier application is

permitted.

The objective of IFRS l8 is to set out

requirements for the presentation and

disclosure of information in general

purpose finartcial statements (hnancial

statements) to help ensure they provide

relevant information that faithfully

represents an entity's assets, liabilities,

equity, income and expenses.

FIIS l8 Presentation

inancial statements

d Disclosure in

l2

ut.



Kakamega County Rural Water and Sanitation Company
Annual Report and Financial Statcments for thc year cndcd .Iune 30' 2024

Notes to the financial statcments (continued)

4. Summary of Accounting Policies

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

below:

a) Revenue recognition

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

with a customer and excludes amounts collected on behalf of third parties. 1'he entity recognizcs

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

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

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

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

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 ol'

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

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

life ofthe assets that has been acquired using such funds.

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

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

interest rate method.

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

receive the payment is established.

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

interest implicit in lease agreements.

vi) Other income is recognized as it accrues'

l3
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No cs to the financial statcments (continued)

Su mary of Accounting Policies

) I n-kind contributions

In-kind contributions are donations that are made to the Company in the form of actual goods and/or

$crvices rather than in money or cash terms. These donations may include vehicles, equipmenl.

r]:tilitics or personnel scrvices. Where the financial value received for in-kind contributions can bc

{eliablV 
determined. the Company includes such value in the statement of comprehensive income

6oth as revenue and as an expense in equal and opposite amounts; otherwise, the contribution is not

lecorded but disclosed.

c) Property, plant and equiPment

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

o'l

'ul
trl
am

lreciation and impairment losses. Certain categories of property, plant and equipment arc

rsequently carried at re-valued amounts. being their fair value at the date of re-valuation less any

)scquent accumulated depreciation and impairment losses. Where re-measurement at re-valued

ounts is desired, all items in an asset category are re-valued through periodic valuations carried out

by indcpendent external valuers

d) Depreciation and impairment of properfy, plant and equipment

Irr chold land and capital work in progress are not depreciated. Capital work in progress relates mainly

to hc cost of ongoing but incornplete rvorks on buildings and other civil works and installations

I)c rcciation on property, plant and equipment is recognized in the income statement on a straight-

lin /rcducing balance basis to write down the cost ofeach asset or the re-valued amount to its residual

val,iue over its estimated useful life. The annual rates in use are

Buildings and civil r,vorks

Inliastructure works

8

2%50

100l0

8Plant and machinery 12.5%

25%4

33.3%JComputers and related equiPment

t2.5%Office equipment, furniture and fittings

14

Motor vehiclcs, including motorcycles
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A full year's depreciation charge is recognized both in the year of asset purchase and none in the year

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

accounted for in line with the provisions in the standard.

e) Intangible assets

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

amortization and accumulated impairment losses. Amortization is recognized on a straight-line basis

over their estimated useful lives. The estimated useful life and amortization method are reviewed at the

end of each reporting period, with the effect of any changes in estimate being accounted for on a

prospective basis.

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

accumulated impairment losses.

0 Amortization and impairment of intangible assets

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

assct. All intangible assets are reviewed annually for impairment. Where the carrying amount ol an

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

rccognized and the asset is written down to its estimated recoverable amount.

g) Investment property

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

property under construction for such purposes), is measured initially at cost, including transaction costs'

Subsequent to initial recognition, investment property is measured at fair value. Gains or losses arising

lrom changes in the fair value of investment property are included in profit or loss in the period in

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

property is permanently withdrawn from use and no future economic benefits are expected from thc

disposal. Any gain or loss arising from derecognition of the property (calculated as the difference

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

the period in which the property is derecognized. itt--')

l5
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N cs to the financial statements (continued)

Su mary of Accounting Policies

h) Right of Use Asse t

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

pa ents made at or before the commencement day, less any lease incentives received and any initial

di ct costs. They are subsequently measured at cost less accumulated depreciation and impairmenl

lo SCS Whenever the entity incurs an obligation for costs to dismantle and remove a leased asset,

reJtore the site on which it is located or restore the underlying asset to the condition required by the

tc s and conditions ofthe lease, a provision is recognized and measured under IAS 37. To the extent

rh t the costs relate to a right-of-use asset, the costs are included in the related right-of-use asset, unless

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

iod of lease term and useful life of the underlying asset. If a leasc transfers ownership of thc
llc

Lln erlying asset or the cost of the right-of-use asset reflects that the entity expects to exerclse a

pufchase option, the related right-of'-use asset is depreciated over the useful life ofthe underlying asset

depreciation starts at the commencement date of the lease. The right-of-use assets are presented as

AS parate line in the statement of llnancial position

i) Fixed intcrest investmcnts (bonds)

I:ixcd interest investments rcfer to investment funds placed under Central Bank of Kenya (CBK) long-

tc infrastructure bonds and other corporate bonds with the intention of earning interest. Fixed intcrest

ll1 estments are freely traded at the Nairobi Securities Exchange. The bonds are measured at amortized

c() t or at fair value through profit or loss or at fair value through other comprehensive incomc

(l ocl)

j) Quoted investments

o otcd investments are classified as non-current assets and comprisc marketable securities traded

ly at the Nairobi Securilies Exchange or other regional and intemational securities exchanges

() otcd investments are stated at fair value

l6
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Notes to the financial statements (continued)

Summary of Accounting Policics

k) Unquoted investments

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

Government owned or controlled entities that are not quoted in the Securities Exchange. 'l'hese are

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

l) Inventories

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

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

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

method. Net realizable value represents the estimated selling price less all estimated costs ol'

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

m) Trade and other receivables

'l'rade and other receivables are recognized at amortized cost less allowances for any uncollectible

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

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

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

n) Taxation

i) Current income tax

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

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

amount are those that are enacted or substantively enacted, at the reporting date in the arca wherc thc

Company operates and generates taxable income. Current income tax relating to items recognizcd

directly in net assets is recognized in net assets and not in the profit or loss statement. Current income

tax assets and liabilities for the current period are measured at the amount expected to be recovercd

from or paid to the taxation authorities. Management periodically evaluates positions taken in the tax

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

establishes provisions where appropriate.

t7
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o) I)eferred tax

I)e rred tax is provided using the liability method on temporary differences between the tax bases ofe

ils ts and liabilities and their carrying amounts for financial reporting purposes at the reporting date

De[erred tax liabilities are recognized for all taxable temporary differences, except in respect oftaxable

terirporary dift'erences associated with investments in controlled entities, associates and interests in
I

joilrt ventures, when the timing of the reversal of the temporary differences can be controlled and it is

nr(UuUt. thar the temporary differences will not reverse in the foreseeable future. Deferred tax assets

ard rccognized for all deductible temporary differences, the carry forward ofunused tax credits and any
l

unl.rsed tax losses. Deferred tax assets iue recognized to the extent that it is probable that taxable profit

*llt Ue available against which the deductible temporary differences, and the carry forward of unused

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

asdociated with investments in controlled entities, associates and interests in joint ventures, deferrcd

l"J
caI-|

'thb carrying amount ofdeferred tax assets is reviewed at each reporting date and reduced to the extent

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

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

unil ar. recognized to the extent that it has become probable that future taxable profits will allow the

deferrecl tax assct to be recovered. Deferred tax assets and liabilities are measured at the tax rates that

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

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

Ddferred tax relating to items recognized outside surplus or deficit is recognized outside surplus or
l

defcit. Deferred tax items are recognized in correlation to the underlying transaction in net assets.

Ddfened tax assets and deferred tax liabilities are offset ifa legally enforceable right exists to set off

.ufr.nt tax assets against current income tax liabilities and the deferred taxes relate to the same taxable

cntity and the same taxation authority.

assets are recognized only to the extent that it is probable that the temporary diff'erences will reverse

he foreseeable future and taxable protit will be available against which the temporary differences

bc utilizcd

Itt
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p) Borrowing costs

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

which are assets that necessarily take a substantial period oftime to get ready for their intended usc or

sale, are added to the cost ofthose assets, until such time as the assets are substantially ready ibr their

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

and are hedged in an ef-fective cash flow hedge of interest rate risk, the effective portion ol thc

derivative is recognized in other comprehensive income and reclassified to profit or loss when the

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

qualilying asset and are hedged in an effective fair value hedge of interest rate risk, the capitalized

bonowing costs reflect the hedged interest rate. Investment income eamed on the temporary investment

ofspecific borrowings pending their expcnditure on qualifying assets is deducted from the borrowing

costs eligible for capitalization. All other borrowing costs are recognized in profit or loss in thc period

in which they are incurred.

q) Cash and cash equivalents

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

highly liquid investments with an original maturity of three months or less, which are rcadily

convertible to known amounts ofcash and are subject to insignificant risk ofchanges in value. Bank

account balances include amounts held at various Commercial Banks at the end of the reporting period.

r) Borrowings

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

costs associated with the bonowing. Subsequently, these are measured at amortized cost using the

cffective interest rate method. Amortized cost is calculated by taking into account any issue cost and

any discount or premium on settlement. Finance charges, including premiums payable of settlement or

rcdemption are accounted for on accrual basis and are added to the carrying amount of the instrumcnt

to the extent that they are not settled in the period in which they arise. Loan interest accruing during

the construction ofa project is capitalized as part ofthe cost ofthe project.

t9



at e fair value of contractual value of the consideration to be paid in future in respect of goods and

serlices supplied, whether billed to the entity or not, less any payments made to the suppliers

t) Retircment bcncfit obligations

I'h company did not contribute to the statutory National Social Security Fund (NSSF-)' 'l'his is a

l

defined contribution scheme registered under the National Social Security Act.This is because thc

col'hpany did not have full time employees during the Financial Year

u) Provision for staff leave PaY

I:n'lployees' entitlcments to annual leave are recognized as they accrue. A provision is madc lbr thc

cst mated liability for annual leave at the reporting date

l'h

v) Exchange rate differences

accounting records are maintained in the functional currcncy of the primary economic environmcnt

hich the entity operates, Kenya Shillings. l'ransactions in tbreign currencies during the yearlperiod

ard translated into the functional currency using the exchange rates prevailing a1 the dates of thc

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

lio the settlement of such transactions and from the translation at year-end exchange rates of

nt netary assets and liabilities denominatcd in foreign currencies are recognized in profit or loss

K
A

akamega County Rural Water and Sanitation Company

ual Report and Financial Statements for the year cndcd Junc 30,2021

l'r

s) Trade and other PaYables

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

ltl

t

basc

t'h

w) Budget information

original budget for f Y 2023-2024 was approved by the Board of Directors on KACRUWASCO.

Company's budget is prepared on a different basis to the actual income and expenditure disclosed

e financial statements. The financial statements are prepared on accrual basis using a classification

d on the nature ofexpenses in the statement ofprofit or loss, whereas the budget is prepared on a

l'h

ca$h basis. The amounts in the f,rnancial statements were rccast from the accrual basis to the cash basrs

and reclassified by presentation to be on the same basis as the approved budget. A comparison ofbudget

and actual amounts, prepared on a comparable basis to the approved budget, is then presented in the

stafcment of comparison of budget and actual amounts. In addition to the Basis difference, adjustments

to hmounts in the financial statements are also made for differences in the formats and classification

,.d.."r adopted for the presentation ofthe financial statements and the approved budget. A statement

20
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to reconcile the actual amounts on a comparable basis included in the statement of comparison o[-

budget and actual amounts and the actuals as per the statement of Comprehensive income has been

presented in these financial statements.

x) Serviceconcessionarrangements

I he Company analyses all aspects of service concession arrangements that it enters into in detcrmining

thc appropriate accounting treatment and disclosure requirements. In panicular, where a private party

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

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

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

through ownership, beneficial entitlement or otherwise - any significant residual interest in the assct at

the end of the arrangement. Any assets so recognized are measured at their fair value. To the extcnt

that an asset has becn recognized, the Company also recognizes a corresponding liability, adjustcd by

a cash consideration paid or received.

y) Comparative figures

Where necessary comparative figures for the previous financial year have been amendcd

reconfigured to conform to the required changes in presentation.

of

z) Subsequent events

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

financial statements for the year ended June 30,2024.

2l
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5. Significant Judgments and Sources of Estimation Unccrtainty

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

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

revenues, expenses, assets and liabilities, and the disclosure ofcontingent liabilities, at the end of

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

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

aflected in Iuture periods.

b) Useful lives and residual values

The useful lives and residual values ofassets are assessed using the following indicators to inform

potential future use and value for disposal:

o 'l'he condition of the asset based on the assessment of experts employed by the Company.

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

processes.

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

o Availability of funding to replace the assets.

Management did not raise any provisions during the preparation of these financial statements

22

c)

a) Estimates and assumPtions

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

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

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

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

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

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

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

l'rovisions
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Provisions are measured at the management's best estimate ol the expenditure requircd to settlc

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

23
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Notcs to thc financial statements (continues)

6. Operating Revenuc

Water sales

7, Grants lncome

Ilransf'er from the County Government of Kakamega

Rlecurrent/opcrational grants from other agencies
'l.otal

6

13,029,03318,744.720

00

00Billing lbr other services

$ewerage Services

18,744,720I'otal

18,744,720

redil Sales for FY 202312024

pcrating ll.cvcnuc Cash flow Reconciliation

CI ligure
(6,319,739)

(2,24s,073)(.u.nr" Receipts in Customer deposits

10,179,908Cash Flow Statement Figurc

r9,96I,0r5

19,961 ,015

20,500,000

0

20,500,0000020,500,000

24

13,029,033

0

20,500,000

20,500.000

dcr -

rr,firisry or
Water
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M inistrv 0 0 0 0

Total 20,500,000 0 0 20,500,000 20,500,000

25
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No es to thc financial statements (continued)

8 ther Income

9 Other (iains and Losses

l0 Other (iains and Losscs

0(0) 
|

2,748.7190ansfer from KACWASCO'I'

2,718,7190Total

00(lr lreign exchange gains / (losses)

00

00

ss/gain on disposal on sale of investments

in on sale o[ fixed assets

0 (0)0/ (0)

I-r

(;

Ijz ir value gain/loss on biological Assets

0Iri

00lL,

00TJ

00't'

rir value gain or losses on revaluation of investment property

:lrealized foreign exchange gains/(losses)

rtal

:r,aluation Iosses on inventory

00lirrreign exchange gains / (losses)

00[.t

00

0/ (0)

00I.'r

ssigain on disposal on sale of investmcnts

r value gain/loss on biological Assets

r value gain or losses on revaluation of investment property

G in on sale of fixed assets

00

00tl
00I'

alized foreign exchange gains/(losses)

26

0

.4'

Rlvaluation losses on inventory

otal
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16.223.9247.232,864Gross Salary and Allowances and wages

7,232,861 16,223,,921'l'ota I

50The averagc numbcr of employecs during thc year

I l. Staff Costs

IDuring the FY 2022/2023 Employees were seconded.from the Sister Company KACRUWASCO but

v,ere recalled in the FY 2023/2024 hence the material variance in StaffcostsJ

27
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t2 General and O erations Ex enses

t2 b

0850,000C emicals
1,690,8592,679,268I: ectncltv

60,9021,239,950li el, oil, lubricants, and gases

1,078,6552,030,015t] lk water Costs
344,217282.700o ffice supplies

nilbrm and protective clothingU
r 31,999247,3s0't Iccommunication

0P inting and Stationary
0\r ater and sewerage

Ir urancc
18,000I{ nt and Rates

4,616,7923,043,650I) omestic'l'raveling and subsistence

F rerg n travel and accommodation
23,r00182,200training and development
57.414130,973I} ank Charges

791,7333,777,531S cuntv servlces
0gency commlsslons

772,825126,660l) blicity and advertising
068,000C onsultancy fees

r 09,3 60I, censing and levies
055,000S orts and recreation, Entertainment

2,014.00020,800S eholders' expenses

50,1 00onations/CSRI)
247,080358,3 10ospitality expensesII

015,700rbscription to professional bodiesIS

325,000t) velopmcnt of Water
12,604,536.0016,615,663'fotal

cnoral Operation Expenses Cash flow Reconciliation(;

)CI ligure t6,6t5,663
(4,344,327)ditors IiY 202312024

ql

C
193,000C ditors FY 202212023

12,464,335Cash Flow Statement Figure

28

69,600

654,1 50

193,000395,010

0

S

408,296
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Notcs to the financial statements (continued)

13. Board Ex cnses

14. Maintenance Ex enses

t4.b

49t,733 660.000Chairman Honoraria

2.099,000 37 5,650Sitting allowances

Medical Insurance

130.000Induction and Training

1,841,249 334.500'l.ravel and accommodation

Other allowances

1,370,1504,561,992Total Board Expenses

Board Expenses Cash flow Reconciliation

SOCI figure 4,561,982

Creditors FY 2023/2024 (395,400)

Creditors FY 202212023

Cash Flow Statement Figure 4,166,592

1,350,4304,630,699Plant and Equipment

280,73 8Buildings
r00.78043 8,691Motor vehicles
196,7 50Soft ware-electrical materials

151,600ICT (lnformation Communication Technology)

34.000Water Meter maintenance costs

2,114,2985,069,390Total Maintenance Expenses

Maintenance Expenses Cash Flow Reconciliation

SOCI figure 5,069,3e0

Creditors FY 202312024 (1,1s1,230)

Creditors FY 202212023

Cash Flow Statement Figure 3,918,160

29
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l5 I)cpreciation and Amorti zation Expenses

16. Finance costs

Interest cxpense on loans

terest on lease liabilities

hers (specify)

tal

l7 Incomc Tax Expense/(Credit)

C rrent taxati0n

nt taxation based on the adjusted profit for the year at30o/o

rrent tax: prior year under/(over) provision

Chrrent year deferred tax charge

Ptior year under-provision for deferred tax
'l'otal

0

ected tax based on accountin rolit

0

0

0

C

L

It onciliation of tax ex ense/ crcdit to thc ex

J)tofit belbre taxation
0

1.334.1901,704,904Propcrty , plant, and equipment

Right of LJse Assets
300,199365,106I ll tangible assets

vestment property carried at costI n

1,63,1,3892,070,010'Iotal Dcpreciation and Amortization

0

0Ir{tcrest expense on bank overdrafts

(l

0

00

0l[x at the applicable tax rate of30%

_ 0_l

0

0I

()0

00

00

0

00

30
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Current tax 0 0

Prior year under-provision 0 0

Tax effects ofexpenses not deductible for tax purposes 0 0

'l'ax effects of income not taxable 0 0

Tax effects ofexcess capital allowances over

depreciation/amortization
0 0

Defened tax prior year over-provision 0 0

'l'otal 0 0

18. Earnings Per Share

'l.he earnings per share is calculated by dividing the profit after tax by the average number of ordinary

shares in issue during the year.There were not dilutive or potentially dilutive ordinary share as at the

reporting date.

19. Dividend Per Share

Proposed dividends are accounted for as a separate component ofequity until they have been ratificd

and declared at the relevant Annual General Meeting (AGM). At the AGM to be held before the end

oI2024.

31



Kakamega County Rural Water and Sanitation Companv
Annual Report and [-inancial Statements for the vear ended .lunc 30, 2024

Notes to the financial statements (continued)

20. Property, Plant and E,quipment

At July 1,2022 257,093
t 73.513 430.606

Additions
4,800,000 4,864,70064.700

Disposals

.1,800,000 257,093
238.237 5,295,306

Dep reciation

At July 1,2022 I 5,107
3,692 18,799

Charge For the Year
l,200,000

85,612
29.780 1,3r5,392

Impairment Loss

Disposal

At June 30,2023
1,200,000

100,719
33,472 1,334,191

Net Book Value At
June 30, 2023 3,600,000 3,961,139

156,374
201,765

Cost or valuation

As at lJulv 2024
5,295,3304.800.000

257,093
238.237

)!

Cost Or Valuation

Transfers

At June 30, 2023
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Additions 2.196.190 330,010
3.126.200

-l'ransfers

Disposals

As at 30th .lune
2021

2,796,190
4,800,000

587,103
238,237 8,,121 ,530

De p reciation

Ar July 1,2024
1,200,000

100,719
33,172 1.334,191

Charge for the year 219.619
1,200.000

195.505
29.783 1.704.907

Impairment loss

disposal

As at 30th June
2021

279,619
2,.100,000

296,224
63,2s{ 3,039,098

Net book value

At.Iune 30, 202,1 2,516,571
2,.100,000

290,879
t71,982 5,382,435

I

I

II

JJ
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N tes to thc financial statements (continued)

2l Property, Plant and Equipment at Cost

Ii hc freehold land, buildings and other assets were stated on the historical cost basis the amounts

uld be as follows:

I) perty plant and Equipment includes the following assets that are fully depreciated

2l b

000t. nd
000I} ildings

2,516,571279,6192,796,190ater infrastructureV
2,400,0002,400,0004,800,000Iv otor vehicles, including motorcycles

290.879296,224587,103C mputers and related equipment
174,98263,254238,237ffice cquipment, furniture, and littingso

5,382,4353,039,0988,421,530

00ant and machineryl)
00IV otor vehicles, including motorcycles
0mputers and related equipmentC
00O ffice equipment, fumiture and fittings
00otal't.

Propcrty Plant and Equipment Cash flow Reconciliation

3,126,200S P figurc
(330,01 0)C ditors FY 202312024
4,800,000C ditors IrY 202212023
7,596,190C ash Florv Statemcnt Figure

34
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Notcs to thc financial statcments (continucd)

22. lntan iblc Asscts

22.b
Intangible Asscts Cash flow Rcconciliation

SIr[) ligurc

Cost

1,500,994 202.536.00At.Iuly 1,2023

324,534 r,298,458.00Additions

Disposals

I,825,528 I,500,99{.00At ,lunc 30,202{

Amortization

300,199At.lul.r" 1,2023

300. r99.00365,105Chargc lbr thc year

I)isposals

Impairment loss

300,199.00665,30.1Al .lunc -i0.202{

I,200,795.001,160,223Net hook valuc As At .lunc
30,2024

325,534

( 170,000)
Creditors FY 202312024

615.450
Creditors l'Y 2022/2023

770,984
Cash Fl<lw Statement Figure

35
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23 'frade and ()thcr Rcccivables

tal 6,861,540

6,861 .54013,181,279l'rade receivables (note (29a))

I) posits and prepayments
'r'(Value Added Tax) recoverable

S affreceivables (note 29 (c))

ther receivableso
6,861,54013,,I 8l ,279ross trade and other rcceivables(

Provision for bad and doubtful receivable

6,861,5.1013,181,279\ ct trade and othcr receivables

(l

[)

N

sis of the gross trade receivables was as follows:

ct trade rcceivablcs

s at Junc 30, thc agcing analY

6,861 ,540

6,861 ,540

(0)
13,181,279

13,181,279

(0)ovision fbr doubtful receivables

oss trade receivables

I 12,280ss than 30 days
r,050,768tween 30 and 60 days

t,443,255

2,551,449

A

L

I}

ll ctwcen 61 and 90 days 2,015,591

s36,970

1,2s3,765

759,234I}
314.27s10,00s,232( )

tween 91 and 120 days

cr 120 days
13,181,279

36
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Notcs to the financial statcments (continucd)

24.Bank and Cash Balances

40,062 2.911.697Cash at bank

0 0Cash in hand

0 0Mohile monev account

2,gll,69740,062

37
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ailed analysis ofthe cash and cash equivalents

25 ()rdinary Share Capital

a) Current account
1,149.3397,r 88.5012s1924549

681,26832,147.50
1,081,091726.251251924336KCB- Deposit Account
2,911,69740,062.25

b 0n - call deposits
00

00

Commercial banks

Others
00Sub- total

C ) Fixed deposits account
00Other Clommercial banks
00Others

0Sub- total
0 0

00
Sub- total
Others(specify)d

00Cash in transit
0Cash in hand

0Mobile money account
0

0

0Sub- total
2,,911,6970Grand total

uthorizcd:
0I Ordinary shares of Ksh.l ,000 par value each

I sued and fulll' paid:

100,000

00ordinary shares ofKshs. par value each

38

KCB- Expenditure Account
t251924468KCB- Revenue Account

Sub- total

0

0

0
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Notes to the financial statemcnts (continucd)

26.Reval uation Reserve

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

indicated in the Statement ofChanges in Equity, this is stated aftcr transfer ofexcess depreciation nct

olrelated deferred tax to retained earnings. Revaluation surpluses are not distributable.

26. Fair Value Adjustment Reserve

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

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

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

Where a financial asset is impaired, the portion of the reserve that relates to that asset is recognised in

profit or loss.

27. Retaincd Earnings

The retained eamings represent amounts available for distribution to the shareholders. Undistributcd

retained earnings are utilised to finance the business activities.

39
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2tl Borrowings

'I'rade and Other Payables

tal

A ing Analysis for Trade and other Payablcs

3 years

vcr 3 years

a) Fl,xternal Borrowings
00I} lance at beginning ofthe year
00Il tcrnal borrowings during the Year

(0)0( )payments of during the YearI{
0tl lance at end of the year

b ) l)omestic Borrorvings
00I} lance at beginning ofthe year
00I)

(0)0( )It
00li

omestic borrowings during the year

payments during the year

lance at end of the year
00C) Total Balance at cnd of the period s = 6*b

7 .605,7138,387,230l' ade payables
307,5000ccrued expenses

00ployee payablestl
00(l er payables

7,913,2138,387,230't'

100%7.913,213

%00

100%8,387,230nder one year

2 years %

02 %

%0

0

0

o/
/tJ

o//o

7,913,213ota I 8,3117,230

40
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30. Refundable Dcposits and Prcpayments

Aging Analysis for Rcfundable Dcposits and Prepayments

31. Notes to Thc Statcment of Cash Flows

Customer deposits 352,500 307.500

Prepayments by customers 0 0

Itclcnlion 307,500 0

Othcrs (Specily) 0 0

Total 660,000 307,500

53% 307,500I Jnder one vear 352,500

0 %307.500 47%I -2 years
o//o %2-3 vears 0

% 0 %Over 3 years 0

-107.'500660,000'Iota I

(a) Reconciliation of opcrating profit/(loss) to cash

generated from/ (uscd in) operations
0 0I)roflt or loss bclorc tax

00[)cprcciation
00Amorlization
00(Gain)/loss on disposal of property, plant and equipment

0 0Operating profit/(loss) before working capital changes

Working capital changes
00( I ncrease)/decreasc in inventories

0 0( I ncrease)/decrcase in trade and other receivables

0 0Increase/(decrease ) in trade and other payables

00Increase/(decrease) in retirement benefit obligations
00Increase/(decrease) in provision for staff leave pay

41

100%

0

I
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00ash generated from/ (used in) operation

(b) Analysis of changcs in loans

0

0

(0)

0

(0)

(0)

(0)

(0)0

00

Rcpayments of previous year's accrued interest

-+--

paymcnts during the year

lance at beginning of the Year

eipts during the year

Accrued interest

lrorcign exchange (gains )/losses

0tlalance at end of the ycar

00

0 0

(0)(0)

0

00

0 0

00

0I

(0)

0

0

(0)

0

0

00

00

0

(0)

0

0

0

0

(0)

0

) Analysis of cash and cash equivalents

Short term deposits

Cash at bank

h in hand

lance at end ofthe year

(d) Analysis of interest paid

lnterest on loans

Intcrcst on bank overdrali

tel'est on lease liabilities
terest on loans capitalised

lance at beginning ofthe year

lance at end ofthe year (note 35(b))

Intcrc'st paid

) Analysis of dividend paid

lance at beginning ol'the ycar

2 24 dividends paid

2024 dividends paid

2024 interirn dividends paid

Ealance at end ofthe year

0

ividend paid

42
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0
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Notes to the financial statements (continued)

Other Disclosures
32. Related Party Disclosures

County Government of 0 Kakamega

The County Govemment of Kakamega is the principal shareholder of the Company, holding 100%

of the Company's equity interest. The County of Government of Kakamega has provided full

guarantees to all long-term lenders of the Company, both domestic and extemal.

Other related parties include:

r The County Department in charge of Water

o County Govemment of Kakamega

r Water works Agencies

. WASREB (Water Services Regulatory Board)

o WARMA

o Water Sector Trust Fund

. KeY management

o Board of directors

l'ransactions with rclated parties

a) Salcs to related parties

0 0Rent Income from govt. agencies

0 0Watcr sales to Govt. agencles
0lnlcresl incomc fiom Govt Commercial Banks

0 0Intcrcst income lrom'l'-bills and Bonds
00Others (Specify)

0 0Total

b) Purchases from rclated parties
0 0

00Purchase of water from govt service providers
0Rent expenses paid to govt agencies

0 01'raining and conference fees paid to govt. agencies

43
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-1-3 Capital Commitments

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

0

C
st cmcnts arc

00I] k charges paid to Govt Commercial banks
00IIt terest expense to investments by other govt. entities
00hers (specily)o
00'I tal

h Grants from the Governmcnt
00C ts from National Golt Agencies

I 9,961 ,01 520,500,000(i ants from County Government
00I)

l 9,96l,ol520,500,000't' tal
onations in kind

c) Expenses incurred on behalf of related party
00ments of salaries and wages for employeesvl)
00l) yments for goods and services
00tal't'

d ) Key management comPensation
00I] irectors' cmoluments

0C
00

mpensation to keY management

otal1

00

00

mounts authorised and contracted for

mounts authorized but not contracted for
(0)(0)t. ss: Amounts included in Work in progress

0

44
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3.1. Contingent Assets and Liabilities

Continsent Liabilitics

35. Financial Risk Management
The Company's activities expose it to a variety of financial risks including credit and liquidity risks

and effects of changes in foreign currency. The company's overall risk management programme

locuses on unpredictability of changes in the business environment and seeks to minimisc thc potential

adverse effect ofsuch risks on its performance by setting acceptable levels ofrisk. 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:

Contingcnt asscts

0 0lnsurancc rcimburscments

0 0

00

0 0Rcce ivables lrom othcr governmcnt entities

0 0Others (Specify)

0 0Total

00Contingent liabilitics
00Court case against the entity
00Bank guarantees in favour ofsubsidiary
00Contingent liabilities arising from contracts including PPPs

(Public Private Partnership)
00Others (Specify)
00Total

45

Continqcnt Asscts

Reimbursable indemnities and guarantees

I

Assets arising Irom determination of court cases
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\ tes to thc financial statements (continued)

(i) Credit risk

Company has exposure to credit risk, which is the risk that a counterparty will be unable to pay

ounts in full when due. Credit risk arises from cash and cash equivalents, and deposits with banks,

ils ell as trade and other receivables and available-fbr-sale financial investments

ivl agement assesses the credit quality of each customer, taking into account its financial position,

p t experience and other factors. Individual risk limits are set based on intemal or external assessment

cordance with limits set by the directors. The amounts presented in the statement of financialur

po ition are net of allowances for doubtful receivables, estimated by the company's management based

on prior experience and their assessment of the current economic environment

.I
e carrying amount of financial assets recorded in the financial statements representing the entity's

ltl imum cxposure to credit risk without taking account of the value of any collateral obtained is madc

up as lollows

A t 30 .lune 2024
0013,181,27813.181,278I ade Receivables

thcr Reccivablcso
0000Ir vestments
0040,062 40,062I} balances
00I 3,221,3.1013,221,3401' tal

t 30.Iune 2023A
006,861 ,5406,861 ,540I{ ceivables
0000(l thcr Ilcceivablcs
0000Ir vestments
00

002,91t,6972,911,697k balancesI]
009,773,2379,773,237otal'l
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Credit Risk (Continued)

'l'he customers under the fully performing category are paying their debts as they continue trading. I'hc

credit risk associated with these receivables is minimal and thc allowance for uncollcctible amounts

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

potentially irrecoverable amounts. The company has significant concentration of credit risk on amounts

due.

'l'hc board of directors sets the company's credit policies and objectives and lays down paramctcrs

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

ii) LiquidiQ risk management

LJltimate responsibility for liquidity risk management rests with the Company's directors, who havc

built an appropriatc liquidity risk management framework for the management of the Company's shor1,

medium and long-tcrm funding and liquidity management requirements. The Company manages

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

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

liabilities by their remaining contractual maturities at the reporting date. The amounts discloscd in thc

table are the contractual undiscounted cash flows. Balances due within l2 months equal their carrying

balances, as the impact ofdiscounting is not significant'

0

At 30 .lunc current Ycar
8.3U7.2304,247.4093.528,148611 .67 ITrade payables

0000Current portion of borrowings
0000Provisions

0 000Def'erred income
00Iimployee benefi t obligatron

8,387,2-101,247,11193,528,1,18611,67 |'Iotal

At 30.lunc previous year
7.913,2132,513.213600,0004,800.000-l'radc payables

0000Current portion of borrowings
000Provisions
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Market risk

board has put in place an intemal audit function to assist it in assessing the risk faced by the

pany on an ongoing basis, evaluate and test the design and effectiveness ofits intemal accounting

iitl operational controls.

ket risk is the risk arising from changes in market prices, such as interest rate, equity prices andM

( ii

th

Co

rb ign exchange rates rvhich will affect the entity's income or the value of its holding of financial

l ruments. 'Ihe objective of market risk management is to manage and control market risk exposures

wl hin acceptable parameters, while optimising the return. Overall responsibility for managing market

ns rests with the Audit and Risk Management Committee

,I
company's Department in chargc of risk management is responsible for the developmcnt <lf

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

mittce) and for the day{o-day implementation of those policies

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

In nagcs and measures the risk

C

iln

C

a) Foreign currcncy risk

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

services that are done in currencies other than the local culrency. Invoices denominated in lbreign

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

do e using the prevailing exchange rate

lia

cagrying amount of the Company's foreign currency denominated monetary assets and monetary

ilities at the end of the reporting period are as follows:

A t 30 .Iune Current Year

F' inancial assets

.18



Kakamcga Cou
Annual Report

nty Rural Water and Sanitation Company
and Financial Statements for the year ended Junc 30,2024

Investments 0 0 0

Cash 0 0 0

Dcbtors 0 0 0

Financial Liabilities
Trade and other payables 0 0 0

Borrowings 0 0 0

Nct foreign currency asset/(liability) 0 0 0

The Company manages foreign exchange risk form future commercial transactions and recognised

assets and liabilities by projecting for expected sales proceeds and matching the same with expected

payments.

b) Foreign currency sensitivity analysis

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

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

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

appreciated with all other variables held constant.

At 30 .lunc Prcvious year

Financial assets
000In"'estments
000Cash
000Dcbtors

Financial Liabilities
00Trade and other payables 0

000Ilorrowings
00Net foreign currency asset/(liability)

202{Current FY
0010%Euro
00ljYoTJSI)

202,1 Previous FY
0010%Euro
00t0%tJSI)
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c I nterest ratc risk

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

ol' hanges in interest rate levels. The company's interest rate risk arises from bank deposits. 'fhis

cx oses the company to cash flow interest rate risk. The interest rate risk exposure arises from interest

rat movements on the company's deposits

i) Management of intercst rate risk
't'o

rh ourable interest rates

ii) Sensitivity analysis

Company analyses its interest rate exposure on a dynamic basis by conducting a sensitivity

ysis. This involves determining the impact on profit or loss of defined rate shifts. The sensitivityanal

an{lysis for interest rate risk assumes that all other variables, in particular foreign exchange rates,

refain constant.

lll ) Fair value of financial assets and liabilities

a) I'inancial instruments meosured at foir value

Dctermination of fair value and fair values hierarchy

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

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

,of
tedh

ln ependent sources; unobservable inputs reflect the Company's market assumptions. These two types

ol' nputs have created the following fair valuc hierarchy

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

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

ii) Level 2 - Inputs other than quoted prices included within Level 1 that are observable

for thc asset or liability, either directly (that is, as prices) or indirectly (that is, derived

from prices).

iiD Level 3 - inputs fbr the asset or liability that are not based on obscrvable markct data

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

with significant unobservable components. This hierarchy requires the use of'
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observable market data when available. The Company considers relevant and

observable market prices in its valuations where possible.

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

by level of the fair value hierarchy:

There were no transfers between levels 1, 2 and3 during the year

Financial instruments not meosured at fair value

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

because the carrying amounts are a reasonable approximation of their fair values'

Financial Assets

0 00 0Quoted equity investmcnts

Non- financial Assets

00 0 0Investment property

000[,and and buildings
0 0 00

At 30.lunc 202.1 Prcvious FY

Financial Asscts

0 00Quoted cquity investments

Non- financial Asscts

0 0 00Investment property
00 00I-and and buildings

0 00
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lv

tes to thc financial statements (continued)

Capital Risk Management

objective of the Company's capital risk management is to safeguard the Board's ability to

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

4.597.346

1.791.469

0

36 I ncorporation
Comiany is incorporated in Kenya under the Kenyan Companies Act and is domicilcd in Kenya

Events After thc Reporting Pcriod
re were no material adjusting and non- adjusting events after the reporting period.

4,597,346

5,486,278

0apital reserve

valuation rescrve

tained earnings

00T
001'

otal funds

tal borrowings
(2,9t1.691)(40,062)I, ss: cash and bank balances

0N ct debt/ (exccss cash and cash equivalents)
81"1,65"hcaring-dcbt to asset ratio(,
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20. Appcndices

Appcndix l: progress on follow up of auditor recommendations.

Appendix : progrcss on follow up of auditor recommendations.

'l'he following is the summary of issues raised by the extemal auditor, and management commcnts

that were provided to the auditor.

The management
has noted the
auditors
concerns and has
provided the
schedules for the
stated balances.

Resolved
awaiting
county
assembly
and senate

clearance

l.Inaccuracies in the Statement of
Financial Position-

The statement of financial position
reflccts revenue reserves and
accumulated fund balances of 4,597,346
and Ksh.633,142 respectively as

disclosed in Notes 2l and 22 of the
financial statements, however supporting
documents including detailed schedules
were not provided for audit. In the
circumstances, the accuracy and
completencss of the above mentioned
balances could not be confirmed.

REPORT ON
THE FINANCIAL

STATEMENTS
Basis for Qualificd

Opinion

Resolved
awaiting
county
assembly
and senate

clearancc

The management
has noted
theauditors
concem however
the variance ol
Ksh.6,861,539
represents credit
sales during the
period. The
template
provided only
allows
representation of
the actual cash in
and out ofthe
company and not
credit sales

2.Unsupported Revenue Water Sales-

The statement of profit or loss and other
comprehensive income refl ects operating
revenue water sales amount of Ksh.
13,029,033 as disclosed in Note 6 to the

llnancial statements. However the

statement of cash flows reflects an

amount of Ksh. 6,167,494 operating
revenue water sales resulting to an

unexplained variance of Ksh. 6,861,539.
In the circumstances the accuracy and

completeness of the operating reciepts
water sales amount of Ksh. 13,029,033
could not be confirmed.

Basis for Qualified
Opinion
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Emphasis of
matter

Budgetary control and Performance
'l'he statement of comparison of budget

and actual amounts reflects revenue

budget and actual on comparable basis

amounts of ksh. 128,811,003 and Ksh.

35,7 38,7 67 respectively resulting to

underfunding of ksh. 93,072 ,236 or 72Yo

of the budget. Similarly, the company

expended Ksh. 38,811,997 against an

approved budget of 128,811,997

resulting to under expenditure of Ksh.

89,999,006 or70%o ofthe budget. The

underfunding and under-perfomance
aflected the planned activities and may

have impacted negatively on service

delivery to the public.
My opinion is not modified in respect to

this matter.

The
underfunding
was caused by
the County
Treasury not
releasing all the

budgeted grants

and failure by
the organization
to collect its
targeted revenue
due to staff and
system capacity,
Management is
currently in the
process ofhiring
additional staff
and also in the
process of
acquiring a

system to adress

the challenge .

The
underperfomance
was due to the
underfunding
above

Resolved
awaiting
county
assembly
and senate

clearance

Resolvcd
awaiting
county
assembly
and senate

clearance

The management
has noted the
auditors
concerns and has

taken measures
to reduce Non
Revenue Water
losses.

l.Non-Revenue Water
Review of water records revealed that
during the year under review, the

company produced 669,800 cubic meters
of water valued at Ksh.24,051,432.
However, out of this production,only
362,841 cubic meters valued at Ksh.

13,029,033 ws billed as shown in the

statemcnt of profit or loss and other
comprehensive income,leaving an

unaccounted for 306,959 cubic meters of
46oh of water valued at Ksh. I 1,022,340

representing non-revenue water. The loss

of 46Yo of water was above the25Yo
threshhold allowed by Water Services

Regulatory Board ( WASREB) by 2l%.
No explanation was provided for the 16%

excess loss through water.

In the circumstances the company is not
able to achieve its objective ofproviding

REPORT ON
I,AWFULNESS

AND
I.'T'ECTIVENESS
N THE USE OF

PUtsLIC
RESOURCES

Basis for
Co nclusion
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sufficient water to the residents of the
County.

Resolvcd
awailing
county
assembly
and senate

clearancc

The management
has noted the
auditors
concerns and has

applied for a

tarrif. l'his is
after receiving an

operational
licence.
Evidence ofthe
same has been

provided.

Use of outdated Tariffs
Under report of the Managing Director, it
has been indicated under liccnce
application that the company is yet to
negotiate for and adopt new tariffs
approved by WASREB. Instead, the

company is using outdatcd tariffs
inherited from the defunct Kakamega-
Busia Water Company Limited. This was

contrary to section 72 of Water Act, 201 6

which requires WASREB to evaluate and

recommend water and sewerage tariffs to
the county water services providers and

approve the imposition of such tariffs in
linc with consumer protcction standards.

In thc circimstances managemcnt was in
brcach ofthe law

55
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Ilasis for
Conclusion

Non-compliance with Fiscal
Responsibility on wage bill
'[he statement for profit or loss and other

comprehensive income reflects an

expenditure of Ksh. 16,223,924 on staff
costs represenring45oh of the total

revenue of Ksh. 35,738,767. This is
contrary to regulation 25(1Xa) and (b) of
the public finance (County Governments)

Regulations, 2015 and section 107(2)(c)

of the Public Finance Management Act

,2012 rvhich requires that the county
governments expenditure on wages and

benefits for its public officers shall not

exceed 35%o of the county govemments

total revenue. In the circumstances
management was in breach of the law.

l-he audit was conducted in accordance

with the ISSAI 4000. The standard

requires that i comply with the ethical

requirements and plan and perfom the

audit to obtin assurance about whether

the activities, tinancial transactions and

infbrmation reflected in the financial
statements comply in all material
respects, with the authorities that govem

them. I believe that the audit evidence I

have obtained is sufficient and

appropriate to provide a basis for my
conclusion.

The management
has noted the
auditors
concems. The
company was
still in its initial
stages hence had
low revenue
collection thus
having not
enough revenue
to fund the
budget thus high
stalT costs
Percentage.
However the
management has

put in place
measures to
increase revenue
to fund the
budget thus
reducing the
percentage of
staffcost.

Resolved
awaiting
county
assembly
and senatc

clearance

56



Kakamega County Rural Water and Sanitation Company
Annual Report and Financial Statements for the year ended June 30, 202,1

l.Lack of Risk Management Policy and
Framework In the
circumstances, the existence of an

ef'fective the Company Management had

not put in place risk management policy,
strategies, risk register to mitigate against
risk. It was, therefore, not clear how
management manages risk exposures.
This is contrary to Regulation 158 (1Xa)
and (b) ofthe Public Finance
Management (County Covernment)
Regulations, 2015 which requires the
Accounting Officer to ensure that the
County government entity develops risk
management strategies , which include
fraud prevention mechanism, and the
county govemment entity develops a
system risk management and internal
control that builds robust business
operations In the circumstances, the
existance of effective risk management
measures could not be confirmed.

Management has

noted the
auditors
concerns
however the
company has

been using risk
management
policy developed
by the county
Government of
Kakamega and
applicable to all
the entities under
its umbrella

Resolvcd
awaiting
county
assembly
and senate

clearance

1'he company
has established
an effective audit
function and an

audit committee
in the Financial
year 202312024

Resolved
awaiting
county
assembly
and senate

clearance

2. Lack of effective Internal Audit
Function and an Audit Committee of
the Board
The company has not established an

effective intemal audit function and an

audit function and an audit committee of
the board. This is contrary to section 155

olthe Public Finance Management
Act,2012 which provides for the

establishment of the internal audit
function and audit committee of the

Board.As such the company did not
beneht from the assurance and advisory
services from the internal audit function
as well as oversight from Audit
committee.
In the circumstances, the effectiveness of
internal controls could not be confirmed.

Ilasis for
Conclusion
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IJasis for
Conclusion

N me Dr. Joseph Ongoma Aswani

Si nilturc

3.Lack of Scheme Service
The company did not have an approved

scheme of service detailing job grading

structure job descriPtions and

appointment specifi cations, standards for
recruitment, training advancement, career

planning and succession management

across the various cadres as established.

In the circumstances, the efl'ectiveness of
the intemal controls on staff management

could not be confirmed
The audit was conducted in accordance

with the ISSAIs 2315 and 2330. The

standards require that i plan and perfom

the audit to obtain assurance about
whether effective processes and systems

of internal controls, risk management and

overall govemance were operating
effectively, in all material respects. I

believe that the audit evidence I have

obtaied is sufficient and appropriate to

rovide a basis for m conclusion

The management
has noted the
auditors concem
and is in the
process of
reviewing the
Human Resource
Manual to
include the
scheme of
Service.

Resolved
awaiting
county
assembly
and senate

clearance

Mflnaging Director

Ddte 2911112024

pendix Il: Projects Implemented by the Company

ccts implemented by the Company Funded by development partners

o,
Urr^^r")(

A
l)
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Status of Projccts completion

I

2

3

-59

I

I

I

I



Kakamega Counlv Rural Water and Sanitation Compan"v
Annual Renort and Financial Statements for the year ended ,Iune 30. 202,1

Appendix III- Inter-Entify Confirmation Letter

Name of Transferring entity-MINISTRY OF WATER AND NATURAL RESOURCES-COUNTY GOVERNMENT OF KAKAMEGA

Name of Beneficiary entity -KAKAMEGA COUNTY RURAL WATER AND SANITATION COMPANY

Reference Number Date Disbursed Recurrent (A) Development (B)
Total

(c):(A+B) Remarks

07t07t2024 10,500,000

29t0U2024 r0,000,000

Total 20,500,000

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

Date 29lll/2024

Sign ..... Date......

Head of Accounts Department - Disbursing Entity:

ead of Accounts Department - Beneficiary Entity:

Name.......

ame STACY NEKOY SIMIYU Sign
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Appendix IV: Reporting of Climate Relevant fi,xpe nditures
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Appendix tffiing Disaster l\{anagemerrffipenditure

Column I Column II Column
III

Column IV Column V Column
VI

Column
VII

Programme Sub-
programme

Disaster
Type

Amount
(Kshs.)

Category of disaster related Activity that
require expenditure reporting
(response/recovery/miti gatiorVpreparedness)

Expenditure
item
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Appendix VI: Recording of Transfcrs from Other Government Entities

County department

of Water

071071202

J

Recurrent and

Development 10,500,000 10.500,000 0 0 0 0 10,500,000
2310y202

4

County department

of Water

Recurrent and

Development 10,000,000 10.000,000 10,000,000
'f ota I 20,500,000 20.500,000 0 0 0 0 20,500,000
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