
a

<,

t
.)CCinnocl|,

REPUBLIC OF KENYA

OFFICE OF THE AUDITOR-GENERAL

E n hu nc i rtg A c'c'r t t r n tu b i I i 4'

REPORT
_l._-- 

.

I PARLTAT,{ r

fPARLIAM tr N;[-I
OF KEr^IYJ
LIBRARY

OF

THE AUDITOR-GENERAL

ON

KAHUTI WATER AND SANITATION
COMPANY LIMITED

FORTHE YEARENDED
30 JUNE,202t

I



r \
a

,

o



al

Intcrnational Financial Rcporting Standards GFRS)
Annual Financial Reporting Template for
Com mercial Government Ownecl Entities

IGI\IYA CORPORATION
KAIIUTI WATER AIVD SANITATIONCOMPANY LTD

ANNUAL REPORTS AND FINANCIAL STATEMENTS

rOR THE F'INANCIAL YEAR EIYDED

JUNE 30,202t

Prepared in accordance with the Accrual Basis of Accounting Method under t1c
Intcrnational Financial Reporting Standards GFRS)

e fir :::r
ITUB

f,d E .C Or Vg
t

D t! Eor 267-1Ct a0,ND

O,P



Kenya
Annual

June

Tnblc of Contents

Contents
KEY ENTITY INF.RMATI.N""""' 

...................... 3THE BOARD OF DTRECTORS 
............ sMANAGEMENT TEAM' 

....................... 6CHAIRN4AN,S 
'TATEMENT.......... ....................... 8REPORT OF TI{E CHIBF EXECUTIYE OFFICER.. 

................10
STATEMENT OF PERFOMANCE AGAINST PREDETERMTNED OBJECTIVES FOR FY2020/2021 

.,,.,,,,.12coRpoRATE covERNANCE STATEMENT 
........................13

MANAGEMENT DISCUSSION AND ANALYSIS.......... 
.......1sENVIRNOMENTAL AND SUSTATNABILITY REpORTrNc............... ......................18

REPORT OF TI{E DIRECTORS............... 
........,.....21STATEMENT OF DIRECTORS'RESPONSIBILITIES 

...,,,...,,22REPORT OF THE INDEPENDENT AUDITORS ON THE ENTITY (SPECifu ENtitY NAME)............23
STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME FOR TIIEyEAR ENDED 30 ruNE 2021. ...,..... 

................,.,...24STATEMENT OF FINAN CIALPOSITION AS AT 30 JUNE 2021..,,,,,.., ....................25STATEI\,{ENT oF .HANGES rN EeuITy FoR TrrE 
'EAR 

ENDED 30 ruNE 2ozr ..,,.....,.,,.....26STATEIUENT OF CASH FLOWS FOR THE YEAR ENDED 30 JUNE 2O2I ,.,.,,,.,...,.,.,..,,,,,,.,,,.,,27
STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS FOR TI{EPERIOD ENDED 30 JUNE 202r..,......, 

...................28NOTES TO TTIE FINANCI,AL STATEMENTS................ 
.......32APPENDICE'""""""' 
.......65APPENDIX 1: PROGRESS ON FOLLOW UP OF AUDITOR RECOMMENDATIONS ...............65APPENDIX II: pROJECTS IMPLEMENTED By Trm ENTITY.............. ...................7r

Corporation Kahutl Water & Sanltation Company LtdReports and f inanclal Statcments;i--'-- 
Y

2



Backgro und lnformation

Kahuti water and sanitation company wa: estabrished by the companies Act of parriament 
on

IOh April 2006' At-cabinet l#l,"ith; 
"lriq i, ;;;;r;i.^a gr-*,.-b;ffi secretary for,t#J:iiJfl?,lw"t"' & N;iii.ir ii.i"trll'r, *r,o i, ;,oJ;;[il ror the generar n.ri* and shategic

Principal Activities

KEY ENTITY INFORMA IION

ffi.f#ff'g*.activity of the entity is to provide quarity water & sanitation services at an

Vision
To be the leading water and sanitation provider in the country.

Mission

sustainable mannen

To ensure provision of quarity water and sanitation services to its customers in an affordabre and

Kenya Corporation Kahufi lYater &AnnuaI Reports and
r

Financial Statem
Sanltation Company Ltd

ents

Chairperson

Il:,'.JfilHx,.l:fiT,T Hf#r#J#,Xiffif#h*iod were as forrows as appointedand re-

Core objectives
l. To increase

?. r; .J;;;;ff[fff,! T#f" to water services within the area orjurisdiction
3. To achieve operational nnun"iul stability4. To shenerhen the .rliil,:-,;titutional capacity5. To improve communication wift'rtukeholders6' Faciritate imorovement in access to sanitation services7. Mainstre* oos cutting irrr", oipoverty, HI% environment

Directors

l. lvlrs.Frasiah Wanjiku Kamau
:, -lurs. Margaret Mworia

:. IVIrs. Marha W. Wanguku5. Mr. Erastus Thuku Nr:ili
Corporate Secretary
Mr. Gikuhi Kiana
P.O. Box t27t-tOtOO
Nyeri

,Corporate lfeadq uarters/Registered Oflice

]l*ylt waterBuitding
Off Kangema-Kanorero Road
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GPO 00100

Nairobi, Kenya
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1. The Attomey General

State Law Oflice

Harambee Avenue
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Nairobi, Kenya
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E F ECTORS

I

Personau - Chairw.Frasiah Kam

- BachelorofEducation(Arts)
- Works as a teacher
- 

|enres.eltingEducationinstitution- Bom -1965

MenrberMworia- Board

- Universitygraduate-B.E.D
- Representing business communitv- Retired high school principui.-""'- Born - l95B
- Business woman

- Board

3

Martha

- 
-Certificate in Early childhood.- Women leader und fu.me,- Representing Women groups- Born - l97l

,+.

Erastus T-Board Member

- Certificate in GCE- Communify leader- Representing C.D.F- Born - 1949

onalprofessi bodies
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MANAGEMENT TEAM

Mr.
MemberM. Kamau - Board

BSC {i

I

Eng. Ephantus Kamau - General Manager

2,

BSC. &

J.K. Kiarie - TechnicalManager
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AdmMaster's in Business

Titus M. Mukunda - CommercialManager

B.Com- HR

4

Ceciliah Nthigah - HR/A Officer

Josephat Macharia- Internal Auditor

6

Richard GikuhiKiana

Secretary

5.

Bachelor of Business Administration-
(BBA)

7



Kenya Corporation Kahuti Water & Sanitation Company LtdAnnual Reports and Flnan cial Statemcnts
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CHAIRMAN'S STATEMENI

I am pleased to present the company's annual report and financial statements for the years ended30th June 2021

The company has continued to grow upward by carrying out its strategies focusing on itscustomer service delivery objectives. In doing this, the company continues to be guided by ourvision, mission, values and strategic objectives.
some of the positive indicators on this include increased number of active customers, extension ofservices to some hitherto un-served areas and the graduar decrease of non- revenue water.The extension of services has been achieved through internal funding and assistance from theNational Government' we've for example received assistance worth over ksh 45million under the

' Murang'a community water project for the boosting of some of the distribution rines within ourarea of jurisdiction' This is part of the National Government's corporate social Responsibilitypackage for the Northern collector Tunnel project. once compreted, this is going to improve ourservice greatly' The project is still on-going and is being impremented by Athi water servicesBoard.

In order to reduce water losses, the company is now using the HDpE pipes for the new lines.These are more durable, and less prone to bursts. If resources a1ow, we intend to sustain thisapproach.

we've also submiffed a number of proposals to the National Government for various distributionlines, including Mukarara-Kiamara-Nyakahura, Kawariua _Githiga-G atang,araamong others. Letme also state that we've submitted proposals worth over ksh 500 mi[ion to the countyGovemment, and we took forward to a positive response.
over the years' lve've also expanded our scope on corporate social Responsibility. In partnership
with the Murang'a county Initiative, we've admitted a number of intems to join the company asthey await their admission to university. This is in addition to the attachees that we engageregularly from the various institutions. we've also instailed some water catchment facirities(gutters and tanks) to some needy families. we promise to continue and enhance our corporateSocial Responsibility as away of being part of the community.

Let me also point out that recently, we've been experiencing some challenges. The major one hasbeen brought by the misunderstandings by various parties on the approach and extent ofdevolution of the water sector within the county. This led to the imposition of irregular tariffs bythe county Govemmont, which greatly affected our rovonue and hence our service delivery. Somematters are in court and we may not discuss them in more details here. Adverse weather,
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by long dry followed by extreinely heavy rains is also a lenge that
we've to contend with.

Looking forward however, the future is bright. The Nationar Government is supportive and
there's hope that the many proposals we've submitted will bear fruits.
I take this opportunity to assure our stakeholders of the continued commitment towards availing
clean & affordable water to all the residents within our area ofjurisdiction in an effioient manner.
And to achieve this, we will continue to uphold our values which have so far guided us in our
endeavours.

Finally' may I take this opportunity to extend my sincere thanks to the Board of Directors, whose
tireless effort has seen the company continue to progress. we have continued to receive a lot of
support from Tana water Services Board, and the National Government. My sincere thanks to
them.

The management and staff of the company have worked tirelessly to achieve the said progress. I
sincerely thank them' To you our stakeholders, your continued support is highly appreciated.
God bless you all. Thank you.

FRASIAH W. KAMAU DATE z7 22
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Kenya Corporation Kahuti Water& Sanltation ComLpany LtdAnnual Reports and f,'lnancial tcmentsStaFor the ended June 30, 2021

REPORT OF THE CHIEF EXECUTIVE OFFICER

l:Jffi",::ent 
about the companv's performance for the financiat year endins 30e June 202 r.

In regard to othersector performance parameters, the company fairs as forows:i. Non-Revenue Water (AIRW):
This is the water that has been produced at abstraction but is not biilea. At incorporation of thecompany in2006' the NRw status was not known. The company took measures to estabrish thesame and found it was about 89%'At the close of 19-20 theNRw was at 66.6%whire currentry,it is 63'5%'This is a drop of around 3%'.This is a progressive decline and we hope to reduce

,:::HTH::l't 
we've adopted use ofHDpE pipes instead ofthe pvc, as the former is

ii. Service Coverage:
This is the number of customers served as a percentage of the totar popuration within our servicearea' There has been significant growth over the years, as during the incorporation of thecompan% the number ofactive connections was hardly 3,000, which is about 12o/o whilecurrentlywe are at 'At the close of financial year 2019-2020 wehad n,?56active accounts and as we

ilir*::::-27 
activeconnections had grown to t3,n7lconnection. rhis is an increase of

on this' we've a long way to go to achieve the sector bench mark of g0%, but with the continuedassistance from the National Government as indicated here below, we believe it is achievable.

iii. Operations & Maintenuo". 
"onu"rg",This is the extent to which intemally generated firnds cover the cost running the company. It is ameasure ofthe company's financial sustainability. The recommended sector benchmark is I50%, .although anything above 106% isconsidered safe. The company has maintained an operation &maintenance cost coverage of above l00yo overthe years. ,

iv. Co[ection efficiency:
This is the ratio ofamount collected to amount bilred. sector benchmark is that corectionefficiency must be above 95%'Thecompany has maintained a coilection efficien cy of r0r%.

l0



vl. On-golng developments

with the assistance ofthe National Governmen! the company has initiated a number ofdevelopment projects as follows :

i' Murang'a community water project: This is on-going and estimated at ksh 45 million.Itinvolves laying I{DPE pipes in various lines in all the five wards to boost service. The project isbeing implemented through Athi water services Board as part ofthe corporate social'Responsibility 
for the Northem corector Ttrnner.it is atTgyocompretion lever.

ii' The over-haul ofphase II line is on-going. There has been replacement of the pvc pipeswith HDPE and also increasing the diameter to boost supply. This will not only reduce the cost ofmaintenance' it will also improve services in Mugoiri area. The contractor is on site and the workis at 80Yo completion.

Kenya Corporation Kahuti Water & Sanitation Company LtdAnnual Reports and f,.inancla I Statements
f,'o the
V,D Ws.ter

ENG. E. KATVIAU........

I am happy to report that all our drinking water quality tests have passed. This means that ourwater is well treated anct safe to drink. This is also verified by low number of water borne diseasesin our service area.

o ut",. zZ,!...n r*..r..2 #.
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, :[T;iIIl!'OF PERFOMANCE AGAINST PREDETERMTNED OBJECTIVES FOR FY
Accorcllng to water sector.regulatory board the performance of the company is assessed using the:ifffi r[:X,::Hl"' 

inaLuio" ; ;;*, u;r 
"* i" .r..rr-,h. .orpuny perrorm ance. rh e,m"i.n"y"-v'}vs 

qrr rlllprov.ffi€nt in all kpi's apart rto, p..tonnel expenditure and collection

>90% 80- 0% < g0%
>95% 90 -9s% <90yo
21 -
24

l6-20 <16

Water

Hours
Supply I 000

I

2 Water

Population

Population
100,000

17-
24

12:16 <12 n/o

I vrry laG
I and largel
WSPs 

I

l<zoyo 20 -30% > 30%

Medium
!VSPs

<30% 30 - 40% > 40Yo n/a

Personnel
Expenditure
as% of
O&M costs

Small
WSPs < 40% 40-4s% > 45yo ry'a

n/a
5

ts0%
I too-tqgn <99%

O&M Cost Coverage

N Water

Revenue Collection 9s% 9s-8s% <95%

7
I

< 20% 20-25% >25%
lv".y -taG
I and largel
j/$Ps 

i

<5 5-8 >8

Medium
WSPs

<7 t- II > ll ry'a

Staff
Productivity
- Staff per
1,000
connections

Small
WSPs <9 9-14 >14 n/a

9 Metering
ratio

100% 9s - 99% <95yo
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,

30, 2021

CORPORATE GOVERNANCE STATEMENI

management practices.

KAWA SCO is comrnitted to operating under clear governance frame work and adheres to sound
We are committed to ensuring compliance with all the provision of the water Act 2002, Service
Provision Agreement gxantod by Tana Water

Companies Act CAp 486.Fra Committee
rn order to enhance

Services Board and the

corporate
following commiftees;

governance, the KAwASC. Board of Directors has constituted the
(0 Audit Committee: The committee'addresses audit reports from internal and extemalauditors and also evaluates the financial reporting standards adopted by the companyThe commiftee also ensures compliance with financial regulations and soundness ofinternal control systems.

The members of the committee are;a) Margaret Mworia
b) Erastus Nyingi
c) CEC Finance

(ii) Administration' Finance & Technical committec: The committee is responsibre forall human resources' technical issues ana effect utiriruiion of resources. It arsotrfiil,ff1|i:':#TfiT:#:,ffi:l'n* "'t t ,ini.Jstandards ana are w.rr
a) stephen d;;;" 

v'rlu Evusrar tlnance matters of the company.

b) Martha Wanguku
c) CEC Water

The succession plan,for the directors is il,ac.cgrdance with Article 3l and 32 of theMemorandum& Artictes ofAisociati.r, *r;ir#qri" ,rr., r";,,-,i;;;i'brrerar Meeting, one third of the
directors must retire and are rrigiur.Hr.r;."tg; ybi'..iil"ilrlimum of two te.ms. The Articre
iidi:ryil"ffi lffiili?tr#j","',*# jxl1,dff fl ,,.riil.,*"-,[ili'ir".,ion;;;-
Further' all directors are required t" .ig"l..a."uiutJoroof interest,, book during eaoh meeting

l3
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The board mecting for the year wcro hold as beiow

Audit Committee

By order ofthe Board
For and on its behalf
MRS. T'RASIIIATI W. I(AMA DArE -31lth..

D^rnztAtu-l aoa-\

tu
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FINANCIAL PERFORMANCE
The year progressed wcll dcspite covid 19 effects which have been very detrimental to our'financial 

position. However we were able to remain a going concem being able to meet our core
activities which helped us in mitigating the effects of the pandemic. we were able to continuously
supply treated water to all our customers and also free water points as per the GoK directives ih
all the bus station and the marketed.

We experienced a major drop in our collection efficiency meaning that we were billing but not
doing much collections because we didn't want to enforce punitive measures on collection e.g.
disconnections so we gave our customers some amnesty so that we could navigate through the
situations.

Billing compared to our collection for the years were as foilows

MONTH
TOTAL
Billings

TOTAL
Collections

Jul-20 4,947,927 5,302,917

Aug-20 5,329,735 5,558,299

Sep-20 6,729,599 l55,6gg
Oct-20 6,021,255 5,943,074

Nov-20 5,459,792 5,547,325
Dec-20 5,553,605 5,185,526
Jan-21 5,159,932 1,445,842

Feb-21 4576,329 5,051,853
Mar-21 5,963,695 5,627,941
Apr-21 5,606,050 6,035,371

May-21 3,439,730 5,155,517
Jun-21 4,425,162 4,657,470

TOTAL 64,ll0r7gl 64,566,714

Our collection efliciency for the year was lTlYo against the regulators benchmark of 95%
CHALLENGES

o Covid l9 still and continues to be a main challenge in our operations. We are keenly
monitoring the situation so that we can continue executing our core mandate

o Continued non-payment ofcounty government owned hospitals and other establishments
which have accumulated debts of approximately 2milliono We anticipate major interruption of our systems from the effects of the Mau Mau road
constructions that touches most of our lines and especially the mainline around Kiamara-
Kangema-Kanyenyaini-Tuthu where the road is being constructed and the works have
already commenced

Wav forward

l6
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June 2021
We have started major campaigns aoross ali the areas where we are doing major extension
works through the assistance of the National govemment so as to open up all this areas.
This coupled with the new water connection charges will be monitored so as to build on
our customer base

One on one visitation of our customers'to persuade them to pay for the water. We have
also established an adhoc team that is cunently calling the customers with huge debts and
trying to convince them to pay their dues or come up with a part payment arangement
mode. This approach has assisted us to collect without necessarily doing mass
disconnections as we also maintain the supply of water to our customera at this time when
it is very much needed.
Continue monitoring the situation with an aim to adjust our expenditures accordingly to
remain afloat with the absence of our main consumers that is the schools and other
instifutions which are major consumers of our water

During the year an analysls of the company risks, strengths and opportunltles were analysed and were as

H
FLrt{oz
14
g
a

l. Good organizational
structure

2. Competent staff
3, Adequate water

production
4. Staff good working

relationship
5. Gravitational water

system
6. Increased automation
7. A going concern
8. Credit worthiness
9. High revenue collection

efliciency

a
HF
Hz
Pilo
o<Ao

1. Wide coverage area
2. Adequate water at the sources
3. Favourable tenain for

gravitational supply
4. Improved road network
5. Availability of financiers
6. Availability of technology
7, Improving Economic status of

the society
8. Potential for introduction of

sewer services
9. Continuously rehabilitated

infrastructure

a
rqaa
B
a
EI
B

1. Aging infrastructure
2, Inadequate oflice space
3. Inadequate transport
4, Low revenue generation
5. Inadequately motivated

staff
6. High NRW level
7, High level of debtors
8. Inadequate working tools

aF
tI]
x
H

1. Political interference
2, Pandemics
3. Poor terrain
4. Competition
5. Degradation of catchment areas

6. Unpredictable weather patterns

7. Vandalism of water
infrastructure

8. Declining population numbers
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ENVIRNOMENTAT AN D SUSTATNABII.ITY REPORTTNG
Kahuti water & sanitation company rtd exists io-;;u;rfb; lives. This is our purpose; the
driving force behind everything we do. It's what guides us to deliver our strategy, putting the
customer first, delivering relevant goods and services, and improving operational excellence.
Below is an outline of the organisation's policies and activities that promote sustainability.

, Sustainability strategy and profile _

Kahuti Water & sanitation company Ltd has invested heavily in an effort to ensure
sustainability of the company. Following a lot of investment on distribution tines, we are
working on last mile connectivity, which will increase the number of customers and hence
the revenue base. The on-going Rwathia -Kagaa line will open the south eastern parts of
our area ofjurisdiction with increased flow and more customers. Following the completion
of the Karurumo -Kiruri line, we expect increased service coverage in the area. other
strategies inolude adoption of new teclrnologies in improving services, e.g. smart meter
reading, etc.

Currently, our operations and maintenance coverage is always above ll1o/o,meaning that
we are able to meet the operations and maintenance needs without seeking external
subsidies, save for the lst year of covid -19 when we had to re-adjust our budget. other
challenges to our sustainability include damage of pipelines during road construction,
which we try to mitigate by engaging the road agencies.

it) Environmentalperformance

Kahuti water & Sanitation company envisions sustainability of the environment as key to
its success. Our emphasis is in protection & sustenance of our catchment areas that are our
source of water. We achieve this through tree planting events, which we do in close
partnership with educationaland other institutes. The company is in the process of drafting
a comprehensive environmental policy.

lii) Employee welfare

Regarding employee welfare, the company has clear policies guiding the hiring processes
as outlined in our Human Resource & Administration Regulations. All recruitments are on
a oompetitive basis. Those of senior management must be advertised in at least one daily
paper. Our current gender ratio is about 25Yo female to 75 male. We however, have a

l8
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of womdn to apply for new vacancies as we work towards one

third rule.

The company has an annual appraisal system. A reward and recognition policy was

formulated this year and is in the process of implementation. The best performers in

various categories receive rewards at the end ofthe calendar year.

Training and skills improvement is part of our human resource policy. The company

Iiaises with such associations like Water Service Providers Association (WASPA), KEWI

and others in oonducting hainings of its staffhaining. In addition, periodic training needs

assessments are carried out.

The oompany complies with the provisions of the Occupational Safety and Health Act

2007 as captured in our Human Resource & Administration Manual. We are however, in

the process of drafting the policy as a standalone policy.

lu) Market place practices-

The organisation should outline its efforts to:

a) Responsiblecompetitionpractice.

In our service provision, our main competitors are mainly community self-help and

irrigation water projects. Our competitive advantage over them is proper

governance structures, which we rely on to ensure better services. We are also

capitalising on leveraging on emerging technologies in service provision. In this

way, the competition is fair and we leave the choice to the customer. In most of the

areas however, we have no competitor and we are guided by our commitment to

improve the welfare of the community that we serve.

b) Responsible Supply chain and supplier relations

Regarding our supply chain, we ensure open tendering for all our suppliers, where

due process is followed. We also have a specific time of the month when we make

payments to the various suppliers. The company honours all contracts and pay

them accordingly.

l9
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c) Product stewardship

Consumer rights are safeguarded by ensuring value for money. In this regard, we
endeavour to offer safe and clean water to the best of our ability. The company also
has a customer comptains desk in each of its four stations. Customers also
complain through sms and we've recently installed an ERP computer package with
a customer relations module that will improvg service delivery. We also have other
customer friendly tools like part payment plans where customers can clear their
dues in instalments.

v).corporate social Responsibility / comm u nify Engagemen ts

We are cognisant of the fact that we belong to the wider community and cannot be blind to the
needs and challenges within it. It is the policy of the company theredre t" "il;r;;ive back to thesociety in accordance with our ability. In thl past, we've engaged in various CSi. activities likedonating food and detergents to Kombi children'siornr, plun'ting trees (in partnership with banksand education lnstitutcs)- we also regularly engage attro'hcs from the various Institutes within ourlocality to gain on the job experience.
Cunently we've admitted five (5) interns who.are waiting to join university. These were sourced
from among those who w€re supported by t!9 Murang;a Clunty Initiative for their secondary
school education, and are thus from needy iamily. We'vI also been installinj tants ana gutters for
rain harvesting for the needy cases.

Challenges
i. Unsustainable water tariffs: as noted above, the tariff imposed by the County Govemment
has made the company not achieve full operation and maintenance cost for the first time. It is also
affecting our service delivery as we've io scale down some of our activities 

"!. *.,u. reduced
standby staff on weekends.

ii. Unfavourable political environment: this is occasioned by misunderstandings by various
parties on devolution of the water sector within the County. It has continued to havi adverse
effect on seryice delivery.

iii. Aging infrastructure contributes to water ross and hence high NRW.

iv. - Pipe.damage by road contractors contracted by the County Govemment and KERRA. A
lot of pipes have been damaged and no compensation has been forth coming despite our appeals.
The damage so far is estimated to be over ks[ +SO million.

I believe with your continued support, we will be able to overcome the above challenges. I take
this opportu_nity to thank all those who've contributed in making the year a success for the
company. They include the management of Kawasco, the Board of Direciors and our customers
and stakeholders. To you all, your valuable support is highly appreciated.

20



Kenya Corporation Kahuti Water & Sanitation Compony Ltd
Annual Reports and Financial Statements
For the year ended June 30,202I

REPORT OF THE DIRECTORS

The Directors submit their report together with the audited financial statements for the year ended
June 30, 2021 which show the state of the entity,s affairs.

Principal activities

The principal activities of the entity are provision of quality water & sanitation services at
affordable rates.

Rcsults

The results of the entity for the year ended June 30, 2021 are set out onpage zi

Dircctors

The members ofthe Board of Directors who served during the year are shown on page iv.

Auditors

The Auditor General is responsible for the stiatutory audit of the entity in accordance with the
Public Finance Management (PFM) Act,2012, which empowers the Auditor General to nominate
other auditors to carry out the audit on his behalf.

By Order ofthe Board

Corporate Secretary
Nairobi
Date
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STATEMENT OF DIRECTORS' RESPONSIBILITIES

Thc Public Finance Management Act,2012 and the State Corporations Act, requiro the Direstors
to prepare financial statements in respect of that entity, which give a true and fair view of the state
of affairs of the entity at the end of the financial yearlperiod and the operating results of the entity
for that yearlperiod. The Directors are also required to ensure thit the lntity keeps proper

' accounting records which disclose with reasonable accuracy the financial position of the Lntity.
The Directors are also responsible for safeguartling the assets of the entity.

The Directors are responsible for the preparation and presentation of the entity's financial
statements, which give a tue and fair view of the state of affairs of the entity for and as at the end
ofthe financial year (period) ended on June 30,2021This responsibility includes: (i) maintaining
adequate financial management arangements 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 internal controls relevant to the preparation and fair presentation of tlie financial
statements, and ensuring that they are free from material misstatements, whether due to enor or
fraud; (iv) safeguarding the assets of the entity; (v) selecting and applying appropriate accounting
policies; and (vi) making accounting estimates that are reasonable in the circumstances.

The Directors accept responsibility for the entity's financial scatements, which have been prepared
using appropriate accounting policies supported by reasonable and prudent judgemints and
estimates, in conformity wittr International Financial Reporting Standards (IFRS), and in the
manner required by the PFM Act and the State Corporations Act. The Directors are of the opinion
that the entity's financial statements give a true and fair view of the state of entity's hansactions
during the financial year ended June 30, 2021, and of the entity's financial position as at that date.
The Directors further confirm the completeness of the accounting records maintained for tho entity,
which have been relied upon in the preparation of the entity's financial statements as well as the
adequacy ofthe systems of intemal financial corrtrol.

Nothing has come to the attention of the Directors to indicate that the entity will not remain a going
concern for at least the next twelve months from the date ofthis statement
Approval of the financial statements

The entity's financial statements were approved by the Boaid on

signed on its behalf by:

^ KPILI L

+" $3.vq s[.\^l^ Ka^"a^^
Chairperson of the Board/Council

,L,
2029,and

Signature

Na
^u E?rltqqtul lcht^PrLt,

Accounting officer

Signature

Name
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P.O. Box 3oo84-ootooOFF!CE OF THE AUDITOR-GENERAL
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ITEPORT OF THE AUDITOR.GENERAL ON KAHUTI WATER AND SANITATION
I]OMPANY LIMITED FOR THE YEAR ENDED 30 JUNE, 2021

PREAMBLE

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

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

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

C. Report on Effectiveness of lnternal Controls, Risk l/anagement 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, the risk
management environment, and the internal controls developed and implemented by
those charged with governance for orderly, efficient and effective operations of the
entity.

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

The three parts of the report are aimed at addressing the statutory roles and
responsibilities of the Auditor-General as provided by Article 229 of the Constitution, the
Public Finance Management Act, 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 Kahuti Water and Sanitation
Company Limited set out on pages 24 to 70, which are comprised of the statement of
Report of the Auditor-General on Kahuti Water and Sanitqtion Company Limitedfor the year ended 30 June, 202 I



financial position as at 30 June, 2021, and the statement of profit or loss and other
comprehensive income, statement of changes in equity, statement of cash flow 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 the Kahuti Water and Sanitation Company Limited as
at 30 June, 2021, 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 Water Act, 2016, Companies Act, 2015 and the Public Finance Management Act,
2012.

Basis for Qualified Opinion

1.0 Unexplained Variances in the Financial Statements

The financial statements reflect unexpected variances between identical account
balances, as explained in the following paragraphs:

1.1 Revenue

The statement of profit or loss and other comprehensive income reflects revenues
totalling Kshs.66,079,809 as further disclosed in Note 6 to the financial statements.
However, the statement of comparison of budget and actual amounts reflects
Kshs.67,436,331 as the total actual income for the year under review resulting to an
unexplained variance of Kshs. 1,356,52?-.

1.2 Expenditure

The statement of profit or loss and other comprehensive income for the year ended
30 June, 2021 reflects expenditure totalling Kshs.71,553,566. However, the statements
of budget and actual amounts reflects expenditures totalling Kshs.63,159,467 resulting
to an unexplained variance of Kshs.8,394,099.

1.3 Administrative Costs

The statement of profit or loss and other comprehensive income reflects administrative
costs totalling Kshs.17,144,155 whereas Note 12 to the financial statements reflects
Kshs.17,114,155 in respect of the item resulting to an unexplained variance of
Kshs.30,000.

1.4 Cash Generated from Operating Activities

The statement of cash flows reflects Kshs.5,674,883 in respect of cash generated from /
operating activities. However, Note 23 to the financial statements reflects Kshs.9,91 1,792

Report of the Auditor-General on Kahuti ll/ater and Sanitolion Company Limitedfor the year ended 30 June, 202 I
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irr respect to the item resulting to a variance of Kshs.4,236,909 which has not been
explained.

ln view of these discrepancies validity, accuracy and completeness of the revenues and
expenditures and the administrative costs and cash generated from operations could not
be confirmed.

2.0 Long Outstanding Loan

As similarly reported in the previous year, the statement of financial position reflects a
loan owed by the Company to the African Development Bank. However, review of
documents provided for audit revealed that the Company had defaulted in servicing the
loan for several years. Further, the outstanding repayments and interest and penalties if
any, due on the unpaid amounts have, as in previous periods, not been provided for in
the books of the Company.

As a result, the disclosures made on the loan in the financial statements may not be
accurate and complete.

Elmphasis of Matter

1.0 Deteriorating Financial Performance

l-he statement of profit and loss and other comprehensive income reflects an operating

reported in the previous year.

l-he loss for the year under review decreased the revenue reserves of the Company from
l(shs.16,208,255 as at 30 June, 2020 to Kshs.12,173,687 as at 30 June, 2021 indicating
that the financial position of the Company continued to be unfavourable.

l\ny further delay in improving the financial performance of the Company to reverse the
lcss-making trend is likely to impair the Company's ability to fulfill its mandate and sustain
its operations.

11.0 Excessive Personnel Costs

The statement of profit or loss and other comprehensive income reflects staff costs
totalling Kshs.34,342,316 as further disclosed in Note 11 to the financial statements.
However, Clause 7(k) of the lnterim Licence for the provision of water services issued to
the Company by the Water Services Regulatory Board (WASREB) in December,2020
provides that the Company's staff expenses shall not exceed 30% of its operations and
maintenance costs. Therefore, staff expenses for the year under review should have
amounted to Kshs.21,466,070 or less being 30o/o of operations and maintenance costs
totalling Kshs.71,553,566 incurred by the Company in the year.

,\s a result, the expenditure exceeded the authorized threshold by Kshs.12,876,246 or
ti0% and may have denoted inefficient and ineffective use of public funds by the
,3ompany.

.Report of the Auditor-General on Kahuti Ll/ater and Sanitation Company Limitedfor the year ended 30 June, 202 I
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ln the circumstances, Management may have to reduce the staff costs to secure the
Company's profitability.

My opinion is not qualified in regard to these matters.

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of the Kahuti Water and Sanitation Company
Limited Management in accordance with ISSAI 130 on Code of Ethics. lhave 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.

Key Audit Matters

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

Other Matter

1.0 Budgetary Control and Performance

The statement of comparative budget and actual amounts reflects final expenditure
budget and actual on comparable basis totalling Kshs.68,426,149 and Kshs.72,324,813
respectively resulting to over-expenditure of Kshs.3,916,664 or 60/o of the budget. No
records were provided for audit to confirm approval of the over-expenditure by the Board
as required by Section 31(e) of the Public Finance Management (County Governments)
Regulations, 2015.

ln the circumstance, the Management was in breach of the law

2.0 Prior Year lssues

ln the audit report of the previous year, several matters were raised under the Report on
Financial Statements and Report on LaMulness and Effectiveness in Use of Public
Resources. However, Appendix 1 to the financial statements for the year under review
indicates that several of the issues had not been resolved as at 30 June,2021. The report
has not indicated the reasons for the failure to resolve the issues.

Other lnformation

The Management is responsible for the other information, which comprises Key Entity
lnformation, Chairman's statement, Report of the Chief Executive Officer, Corporate
Governance Statement, Management Discussions and Analysis, Environmental and
Sustainability Reporting, Report of the Directors and the Statement of Directors'
Responsibilities.

Report of the Auditor-General on Kahuti Water and Sanitation Company Limited for the year ended 30 June, 202 l

4



T'he other information does not include the financial statements and my auditor's report
thereon.

Ivly opinion on the financial statements does not cover the other information and I do not
express any form of assurance or conclusion thereon.

FIEPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
FIESOURCES

Conclusion

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

Basis for Conclusion

1.0 Unpaid Current Tax Liability

l-he statement of financial position as at 30 June, 2021 reflects current tax liability of
l(shs.3,945,648 being unpaid tax carried fonruard from the prior year. The liability implies
that the Company did not meet its tax payment obligations contrary to Section 92A(1) of
the lncome Tax Act Cap_470 which provides that where any person is required to furnish
a return under Section 528, the tax chargeable shall be due and payable on the last day
<lf the fourth month following the end of the year of income or accounting period.

ln the circumstances, the Company may have to pay interest and penalties on the accrued
taxes which would denote imprudent use of public resources.

:1.0 Excessive Non-Revenue Water

Water production records indicated that the Company produced 3,335,937 cubic metres
(M3) of water in the year under review, out of which 1,214,494 M3 were billed to customers
and the difference totalling 2,121,443 M3 or 63.59% of production reported as Non-
Revenue Water(NRW).The NRW was 39 percentage points above the allowable loss of
25% set in guidelines issued by the Water Services Regulatory Board (WASREB) and
had a potential sales value of Kshs.111,632,244 at the Company's unit price of
Kshs.52.62.

'Ihe high NRW ratio was an indication of unfavourable performance in harnessing the

'ruater produced, denoted substantial loss of resources and may pose a significant risk
1.o sustainable delivery of services by the Company if not urgently controlled by
lVlanagement.

Report of the Auditor-General on Kahuti lloter and Sanitation Company Limited for the year ended 30 June, 202 I
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3.0 Lack of Ethnic Diversity in Staff Establishment

As similarly, reported in the previous year, out of the Company's seventy-four (74)
employees in the year under review sixty-four (64) or 86% were drawn from the dominant
ethnic community in the County. This was contrary to the requirements of Section 7(2) ot
the National Cohesion and lntegration Act, 2008, which requires that all public
establishments to represent the diversity of the people of Kenya in the employment of
staff.

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

4.0 Low Recovery of Receivables

Records on debtors indicated that trade and other receivables totalled Kshs.51,314,693
as at 30 June, 2021. The balance was 99% of the receivables totalling Kshs.51 ,842,992
as at as at 30 June, 2020.Most of the debts were long overdue for payments by the
Company's customers. The low debt collection rate suggested that Management had not
established effective debt collection mechanisms. Further review indicated that the
Company did not have a policy on providing for bad and doubtful debts.

Accumulation of large amounts of receivables hampers cash flows for operations and
investment and may hamper the Company from carrying out its operations in a profitable
and sustainable way.

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

comply with ethical requirements and plan and perform the audit to obtain assurance
about whether the activities, financial transactions and information reflected in the
financial statements are in compliance, in all material respects, with the authorities that
govern them. ! 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 Pubtic Audit Act, 2015, based on the audit
procedures performed, except for the matters described in the Basis for Conclusion on
Effectiveness of lnternal Controls, Risk Management and Governance section of my
report, I confirm that, nothing else has come to my attention to cause me to believe that
internal controls, risk management and governance were not effective.

Basis for Gonclusion

1.0. lnadequate Maintenance of Fire-Fighting Equipment

Paragraph 8.19 of the Human Resources and Administration Manual provides that Kahuti
Water and Sanitation Company Limited provides a safe and healthy place of work.

Report of the Auditor-General on Kahuti llater and Sqnitqtion Company Limited for the year ended 30 June, 202 l
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However, the audit revealed that fire-fighting equipment and facilities were not regularly
serviced to keep them in good working condition.

ln the absence of properly serviced equipment the Company may not adequately respond
to fire outbreaks.

2.0. Lack of Disaster Recovery Plan

Audit review of the Company's operational systems indicated that there was no disaster
rBCoveU plan for its lnformation telecommunication technology function. Further, the
Company did not have an lT Steering and Risk Management Committee.

ln the circumstance, security of the Company's data and possibility of recovery of its
operations on occurrence of disruptive events was low.

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standards
require that I plan and perform the audit to obtain assurance about whether effective
processes and systems of internal control, risk management and 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.

IIEPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

As required by the companies Act, 2015,1 report based on my audit, that:

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

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

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

Responsibilities of Management and the Board of Directors

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

Report of the Auditor-General on Kahuti Water and Sanitation Company Limited for the year ended 30 June, 202 I
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related to going concern and using the going concern basis of accounting unless
Management is aware of the intention to liquidate the Company.

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

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

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

Aud itor-General's Responsi bilities for the Audit

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

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

Further, in planning and performing the audit of the financial statements and audit of
compliance, I consider internal control in order to give an assurance on the effectiveness
of internal controls, risk management and governance processes and systems in
accordance with the provisions of Section 7(1Xa) of the Public Audit Act, 201 5 and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of
the internal control would not necessarily disclose all matters in the internal control that
might be material weaknesses under the lSSAls. A material weakness is a condition in

Report of the Auditor-General on Kahuti Water and Sanitation Company Limited for the year ended 30 June, 202 I
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STATEMENT OF FINANCIAT POSITION AS AT 30 JUNE 2O2I
2020t2021

Note
Non-current assets

Prcrperty, plant and equipment 17 75,973,71s

2019t2020

55,085,512

Total Non-Current Assets

Current assets

In'"entories

Trsrde and other receivables

Cash at bank and in hand

Total Assets

EQUITY
Capital tund
Capital Reserves

Retained earnings
Revaluation Reserve

Capital and Reserves

No n-Current Liabilities
ADB Loan
Gremt Deferred Income

Total Non-Current Liabilities
Current liabilities
Trade and other payables

Curent tax

Gra.nt Defened income

Total Current Liabilities

Total Equity and Liabilities

13,344,063

24,015,200

37,359,263

37,850,744
3,945,649
4,236,908

46,033,300

t3,344,063

21,304,519

34,649,592

36,699,500

3,945,649
3,963,253

55,085,512

t9
20

2t

1,170,275

51,314,693

13,016,476

1,011,207

51,842,992

15,783,964

651501,444 68,639,063

l4lr475rl5g 123,723,575

13,512,593

1,ggg,glg
12,173,697

30,407,409

13,512,593

1,ggg,g1g

16,209,255

12,957,935

58,092,596 44,567,591

22

44,507 ,401

141,475,159 123,,723r574

,r
Ther financial statements were approved by the Board

behalf by:

Director GeneraUC.E. OA{. D Head of Finance Name: I
o Chairman of the Board

Name: E P $ftI+ \t^t |elrA4r\Usignature:

@ 2022-afi signed on its

ICPAKMNO:
Name: frcsl.,vl^ P'

Signature: {lf-rC-Signature:
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' I(enya Corporation (Indtcate actual name of the entity)

Annual Reports and Financial Statements
For the ycar endcd Jutc 30,2021

STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME FOR THE
YEAR ENDED 30 JUNE 2021.

2020t2021 2019t2020

Note

66,079,809 66,802,797

ShsShs

Revenue

Cost of Sales

Gross profit

Other income

Gross Income

Repair & Maintenance Expenses

Staff Costs

Administrative expenses

Legal &Professional Fees

Directors Expenses

6

7

Depreciation on properly, plant and equipment t5

Total Expenditure

Profit lLoss before tax expense

5,787,523

60,292,286 52,869,237

7,226,713 7,949,037

67,519,999 60,817,274

4,439,951 3,319,699

34,342,316 31,225,706

15,962,913

2,219,379 608,300

1,ol3,gg0 1,303,939

12,424,885 10,565,202

71,553,566 62,984,747

(4,034,567)

9

10

11

t2

13

t4

24

13,934,550

17,114,155

(2,167,473)



a

which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements caused by error or fraud in

amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions.

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

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

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

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

Conclude on the appropriateness of the management's use of the going concern basis
of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the Company's ability to continue as a going concern or to sustain its services. lf I

conclude that a material uncertainty exists, I am required to draw attention in the
auditor's report to the related disclosures in the financial statements or, if such
disclosures are inadequate, to modify my opinion. My conclusions are based on the
audit evidence obtained up to the date of my audit report. However, future events or
conditions may cause the Company to cease to continue as a going concern or to
sustain its services.

a

a,

t)

r)

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

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

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

Report of the Auditor-General on Kahuti ll/ater ond Sanitation Company Limited for the year ended 30 June, 202 I
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I communicate with Management regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in
internal control that are identified during the audit.

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

CPA
AUDITOR.GENERAL

Nairobi

15 July, 2022

Report of the Auditor-General on Kahuti ll/ater and Sanitation Company Limited for the year ended 30 June, 202 t
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STATEIv1EI{T OF CHANGES ii.i EQUITY FOR THE YEAR El.iDED SO JUNE 202'iCapital Capital Revaluation

Reser:ves funds Reserve

IGhs IGhs IGhs
At lst July 2019

Asrestated 1,988,918 13,512,5g3 12,g57,g35

Changes in equity in 2019

hofit(loss) forthe year

Rerraluation of assets

At 30th June 2020

1,989p19 13)5121593 12,8571935 t6?08?ss

Revenue

Reseres

IGhs

Total

IGhs

18,375,729 46,735,064

Q,167,473) Q,167,473)

441567,591

At lstJuly 2020

As restated

Changes in equity in 2019

ProfiU(loss) for the year

Revaluation of assets

At 30th Jr:ne 2020

Capital

Resenres

IGhs

1,ggg,g1g

Capital

funds

IGhs

13,512,593

Revaluation

Reserve

IGhs

12,857,935

Revenue

Reserves

IGhs

16,208255

Total

IGhs

M,567,597

(4,034,567)

17,549,573

(4,034,567)

17,549,573

1,988,919 13,512593 30,4071409 t2,173,697 58,092,596
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STATEMENT OF CASH FTOWS FOR THE YEAR ENDED 30 JUNE 2021

Note
2020nozt

I(shs

69,597,912

(29,566,935)

(35,356,196)

2019n020

Kshs

65,950,497

(29,679,934)

(32,529,644)

(82,727)

Cash flows from operating activities

Receipt from trade debtors

Payment to suppliers

Payment to Employees

Income tax paid

Net cash generated from(used in) operating
activities

Cash flows from investing activities

Purchase of properly, plant and equipment

Net cash generated from(used in) investing
activities

Cash flows from financing activities

Repayments of long-term borrowings

Interest on loans

Net cash generated from(used in) financing
activities

Net increase in cash and cash equivalents

Cash and cash equivalents at lst July

Cash and cash equivalents at 30th June

(8,442,269) (2,226,516)

Q,226,516)_ .

Q,767r3gg) 114311676

1 188

13,016,476

I

15,793,964

27

5,674,991 3,659,192

5,793,966



i(enya Corporation Kahuti Water & Sanltation Company LtdAnnual Reports and Financial Statements
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STATEMENT OF COMPARTSON OF BUDG ET AND ACTUAL AMOUNTS FOR THEPERIOD ENDED 30 JUNE 2021

fncome

Budget Adjustment Final
Budget

Actuals
2020-2021 Variance

o//o
Variance

1100020,
Connection fees 1,376,043 1,376,043 1,639,530 263,497 t9%il 0
Reconnection fees 401,glg 40l,glg 32g,4gg -72,420 -18%
1100050.Water
sales 59,416,170 58,416,170 64,110,791 5,694,611 t0%
Total collection 60,194,131 60,194,131 66r079,909 5,995,679 t0%1200025. Other
Income 529,000 529,000 1,319,743 790,743 ts0%
Total Income 60,722,131 60,722,131 67,399,552 6,6761421 lloA

2100020. Chemicals 1,090,000 1,200,000 926,350
273,650 23%

2t00030. R;ttr &
Maintenance-
Materialsd:Labour 

l

4,269,400 2,300,000 6,569,400 7,393,907
(814,407) -12%

3100000.
Advertising and
Promotion

510,000 225,000 735,000 757,799
Q2,788)

-3%

31000il -veh6ie
running exllenses 2,820,000 2,920,000 3,196,621

(376,621) -13%
1100012.
Vehicle/lBilces repairs
& Maintenrrnce

570,000 570,000 gl2,g3g
Q42,939)

-43%

3100020 . llank
lqyice Chrrges 120,000 120,000 105,920

14,190 12%
3100030.litaff
Training 490,000 480,000 666,539

(1 86,538)
-39%

31000s0.
Subscriptions 160,000 160,000 217,930

(57,830) -36%

3100060 .Insurance

Expense 350,000 322,973
27,027 8%

3100080 . General
Expense 120,000 120,000 68,444

51,556 43%
3100090 .Postage

and Telephone 540,000 540,000 66l,g0g
(121,909) -23%

3200000 .Printing
and stationeries 300,000 300,000 365,150

(65,150) -22%

28

30.

Expense

120,000

350,000
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-
June ?0,2021

32000t0, Repair and
Office I60,000

160,000 201,710
I 71 -26%

-92on

intakes
&

60,000
60,000 115,300J Staff

welfare 630,000

-

-

630,000 867,gll

000

7, 8II -38%

-20%

2,250,000

-
960,000

2,250,000 2,709,955

1,035,000

23

and Su
3

40,000 4,600

-

-
120

3

I

I

89%

-8%

120,000

40,000
3 Staff
uniform

40,000

1,200,000
3300010
social

-82%

1,200,000

40,000

120,000

1,013,gg0

244,902

72,700

-704o/o

-90s%

3300020. Audit fees

&
902,000

100,000

902,000

1,005,000

1,214,379
I -3s%

720,000

1,500,000
1,500,000

33,513,994
33,513,994 34,343,316

194,227

84,099
58%

0%

-63%I
720,000 760,000

-6%

0%

-2%

49%

33 00070 &

3
17s 773

3

33 I0005 TWSB:

3 b-

3

Fees
33

1,200,000

2,407,765

1,200,000

2,407,765

l,200,ooo

3,927,720

360,000

900,000

200,000

360,000

115,902

AGlWstakeholders

3400010. Electricity

900,000

-___

Total 1,052,970

-
-252,970 -32%

-7yo

529,000

000

2,170,000

529,000

2,170,000

741,077

3,020,900

-40%

-39%

of

Meters

29

960,000

16%

100,000

fees

200,000

--

-

(213,0?7\
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Company Ltd

Meter reading phones

4,000,000 7r2ggr00o
-26%

600,000

0%

226,400

1,034,670

60,299

91793,346

0%Extension
600,000

-72%

Total talCapir
3r2ggr00o

Billing System
4,000,000 4,000,000 4,100,000

I -3%

Notes to the budset statement

came about due to extensive follow-up of arrears and ensuring customer ge,, good servicesand also encouraging customers who have been dormant for rong to reactivate their accounts

::il.H:' 
As a result many customers came on board resulting to increase in revenue

construction of Mau Mau road hence increased costs on expendifures that were sorery directed' toward provision of water e'g' salaries and.wages, purchase ofpipes and fiftings to ensurecustomers who comes on bond are provided with ;;.. Iines, Repairs ofmotor vehicles andmotorbikes for ease of operations, Fuel and oils etc.

;;:r:i:ffiT:;jr_purchase much chemicars as anticipated in the year

was used. 
-- v'rqr,ruut or our systems being down due to road destruction, ress chemicars

rose having effect on printing stationery &pipes and fiftings expenditures

the emergence measures taken during the onr"t oftt 
" 
c"rilg,i;;ffiT: offer free water

' kiosk in a'pubric praces il;;;; tjre vu{nerabre popuration in the societu

*Tffiffil"en the ;*p;r;;;Murang,a .o,,iiliorr company-tr,it *. were sharing the

30
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service lines and installation of meters to the dormant customers who came to reactivate their
accounts in order to continue receiving water.
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NOTES TO THE FINANCIAT STATEMENIS

t. General Information

trlahuti water and Sanitation Company is established by and derives its authority and

accountability from Company's Act. The entity is wholly owned by the Government of Kenya

and is domiciled in Kenya. The entity's principal activity is to provide quality water & sanitation

services at an affordable rate.

For Kenyan Companies Act reporting pufposes, the balance sheet is represented by the statement

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

comprehensive income in these financial statements.

2, Statement of Compliance and Basis of Preparation

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

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

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

a':tuarially determined liabilities at their present value. The preparation of financial statements in
crrnformity 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

ttre entity's accounting policies. The areas involving a higher degree ofjudgement or complexity,

or where assumptions and estimates are significant to the financial statements are disclosed.

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

ftmctional and reporting currency of Katruti water &sanitation company.

The financial statements have been prepared in accordance with the PFM Act, the State

Corporations Act and International Financial Reporting Standards (IFRS). The accounting

policies adopted have been consistently applied to all the years presented.
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NOTES TO TEE FINAIYCIAL STATEMENTS (Continued)

3. Application of New and Revised Interrnational Financial Reporting Standarils GfnS)

t New and amended standards and interpretations in issue effective in the year endeil30 Jane 2021.

The amsndmsats are effective for

annual periotls beginning on or after

January 7,2020. Earlier application is

permitted-

IAS 39 'Financial Instrr.rments: Recognition and Mea,surement"

outlines the requirements for the recognition and measurement of

financial assets, financial liabilities, and some contracts to brry or sell

non-financial items. Financial instnrments are initially recognized

when an entity becomes a parly to the contractual provisions of the

instnrment and are classified into various categories depending upon

the qrpe of instument, which then determines the subsequent

measurement of the instnrment (typically amortized cost or fair value).

Special nrles apply to embedded derivatives and hedging instn:ments.

IAS 3g-Financial

Instruments:

Recognitionand

Measrement

The amendments are effective for

annual periods beginning on or after

January 1, 2020. Earlier application is

pennitted.

IFRS 4 "Insurance Contractsn applies, with

insunmce contracts (including reinsuftmce contracts) that an entity

issues and to reinsurance contacts that it holds. In light of the IASB's

comprehensive project on insurance cormcts, the standard provides a

temporary exemption from the requirements of some oiher IFRSs,

includi.g the requirement to consider IAS 8 "Accounting Policies,

Changes in Accounting Estimates and Elrors" when selecting

accounting policies for insurance contracts-

limited exceptions; to allIFRS 4- Insurance

Contracts (Superseded)

The amendments are effective forIFRS 7 "Financial Instruments: Disclosures" requhes disclosure ofIERS 7-

JJ
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Instrument Disclosures

and the nature and extent of risks arising from those financial

instuments, both in qualitative and quantitative terms. specific

disclosures are requircd in relation to tansferred financiat assets and a

number of other matters.

information about the sienificance of financial instruments to an entity, periods beginning on or after

January 1,2020. Earlier application is

permitted

annual

IFRS lG Leases IFRS 16 specifies how to recognize,

leases. The standard provides a single lessee accounting model,

requiring the recognition of assets and liabilities for all leases, unless

the lease term is 12 months or less or the underlying asset has a low

value. Lessor accounting however rc6ains largely unchanged from

IAS 17 and the distinction between operating and finance leases is

retained.

mea$,[e, present and disclose amendments are effective for

annual periods beginning on or after

January L, 2020. Earlier application is

permiued.

The

The Directon hary assessed the applicable standards and amendments. Based on their assessment of impact of apptication of the

obove, they do not qtect that there will be a significant impact on the companytsfinancial statements.

34

2021



;Annual Reports and Financial Statements

For the ended June 202L

NOIES TO Tm EINANCIAL STATEMENTS (Continued)

Application of New and Revised International Finaricial Reporting Standards (IFRS)
ii. New and amenileil standards and interpretattons tn issue but not yet efiective in the yeor ended 30 June 2021.

The amendments are effective for

annual periods beginning on or after

January 1,2023- Earlier application is

permitted.

IAS 1 "Presentation of Financial Statements" sets out the overall

requirements for financial statements, including how they should be

sbrrctured, fts minimum rcquirements for their content antl oveniding

concepts zuch as going conc€rtr, the accrual basis of accounting aud

the current/non-current distinction The standard requires a complete

set of financial statements to comprise a statement of financial

position, a statement of profit or loss and other comprehensive

income, a statement of changes in equity and a statement of cash

flows.

IAS I 
-Presenationof

Financial Statements

Earlier application is permitted- The

amendments are effective for aanual

reporting periods begrnning on or after

January 1, 2023. Early adoption is

permitted.

IAS 12, "Income Taxes" implements a so-called 'comprehensive

balance sheet method' of accounting for income ta.res which

recognizes both the current tax consequences of transactions and

events and the futue ta:( consequences of the finrc recovery or

settlement of the carrying amount of an entity's assets andliabilities.

Differences between the carrying amount and tax base of assets and

liabilities, and caried forward tax losses and credits, are recognized,

with limited exceptions, as deferred ta< liabilities or deferred tax

assets, with the latter also being subject to a'probable profits test.

IAS 12- Income Taxes

The amendments are effective forIAS 16 "PropertSr, Plant and Equipment" ouflines the accountingIAS 16 
- 

ProPerlY, Plant
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andEquipment treatment for most gpes of propedy, plant and equipmenl Properly,

plant and equipment is initially measured at its cos! subsequently

measured either using a cost or revaluation model, or depreciated so

that its depreciable amount is allocated on a systematic basis over its

useful life.

annual periods beeinning oa or after

Jaouary l, 2022. Early application is

permitted.

IAS 37 Provisions,

Contingent Liabilities and

ContingentAssets

Contingent Liabilities and Contingent Assets"

outlines the accounting for provisions (iabilities of uncertain 'ming

or amount), together with contingetrt assets (possible assets) and

contingent liabilities (possible obligations and present obligations that

are not probable or not reliably measurable).

IAS 37 "Provisions, The amendments are effective for

annual puiods beginning on or after

January l, 2022. Early application is

permitted.

IAS 41-.A.griculture sets out the accounting for agricultural activity -
the transformation of biological assets (hving plants and animals) inls

agriculnral produce (harvested product of the entit/s biological

assets). The standard generally requires biological assets. to be

measured at fair value less costs to sell.

IAS 41 "Agriculture" The amendments are effective for

annual periods beginning on or after

January l, 2022. Early application is

permitted-

IFRS I - First-time

Adoption of Intemational

Financial Reporting

Stadards

IFRS 1 'First-time Adoption of Intemational

standards" sets out the procedures that an entity must follow when it
adopts IFRS for the first time as the basis for preparing its general

purpose financial statements. The IFRS grants limited exemptions

from the general requirement to comply with each IFRS effective at

the end of its fust IFRS reporting period.

Financial Reporting amendments are effective for

annual periods beginning on or after

January l, 2022. Early application is

permitted.

The

BusinessIERS 3 IFRS 3 "Business Combinations" outlines the accounting when an effective forThe amendments are
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The Directors do not plan to opply any of the above until they become effectiva Baseil on their assessment of the potential impact of
application of the above, they do not expect that there will be a signiftcant impact on the companyrsJinancial statements.

iil Early adoption of standards

The entity did not early- adopt any nevv or amended standards in year 2020D021

Combinations acquirer obtains control of a business

Such business combinations are accounted for using the 'acquisition

method', which generally requires assets acquired and liabilities

assumed to be measured at their fair values at the acquisition date.

(e.g. an acquisition or merger). annual periods beginning on or after

January l, 2022. Early application is

perm:tted if an entity also applies all

other updated references (published

together with the updated Conceptual

Framework) at the same time or earlier.

IFRS 17 Insurance

Contacts

IERS 17 establishes the principles for the

presentation and disclosure of insurance contracts within the scope of
the standard. The objective of IFRS 17 is to eDsure that an entity

provides relevant information that faithfully represents those contracts.

This information gives a basis for r:sers of financial statements to.

assess the effect that insurance contacts have on the entity's financial

position, financial performance aad cash flows.

recognition, measuremenf IASB tentatively decided to defer

the effective date of IERS 17, Tnsu211gs

Contacts to annual periods beginning

on or after January 1,2022. [The IASB

has also published 'Extension of the

Temporary f,xsmFtion from Applying

IFRS 9 (Amendments to IFRS 4)'to
defer the fixed expry date of the

amendment also to annual periods

beginning on or after January 1,2023.1

The
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NOTES TO THE FINANCIAL STATEMENTS (Continues)

4. Summary of Significant Accounting Policies

The principle accounting policies adopted in the preparation of these financial statements are set

out below:

a) Revenue recognition

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

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

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

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

which Kahuti water and Sanitation Company delivers products to the customer,

the customer has accepted the products and collectability of the related

receivables is reasonably assured.

ii) Grants from National Government are recognized in the year in which Kahuti

water and Sanitation Company actually receives such grants. Recurrent grants

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

grants are recognized in the statement of financial position and realised in the

statement of comprehensive income over the useful life of the assets that has

been acquired using such funds.

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

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

effective interest rate method.

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

receive the payment is established.

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

interest implicit in lease agreements.

vi) Other income is recognized as it accnres'
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NOTES TO THE F'INANCIAL STATEMENTS (Continued)

Summary of Significant Accounting Policies

b) In-kind contributions

In-kind contributions are donations that are made to Kahuti water and Sanitation Company in

the form of actual goods and/or services rather than in money or cash terms. These donations

may include vehicles, equipment or personnel services. Where the financial value received for

in-kind contributions can be reliably determined, Kahuti water and Sanitation Company

includes such value in the statement of comprehensive income both as revenue and as an

. expense in equal and opposite amounts; otherwise, the contribution is not recorded.

c) Property, plant and equipment

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

depreciation and impairment losses.

Certain categories of property, plant and equipment are subsequently carried at re-valued

amounts, being their fair value at the date of re-valuation less any subsequent accumulated

depreciation and impairment losses. Where re-measurement at re-valued amounts is desired,

all items in an asset category are re-valued through periodic valuations canied out by

independent external valuers.

Increases in the carrying amounts of assets arising from re-valuation are credited to other

comprehensive income. Decreases that offset previous increases in the carrying amount of the

same asset are charged against the revaluation reserve account; all other decreases are charged

to profit or loss in the income statement.lGains and losses on disposal of items of property,

plant and equipment are determined by colnparing the proceeds from the disposal with the net

carrying amount of the items, and are recognized in profit or loss in the income statement.
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NOTES TO THE F'INANCIAL STATEMENTS (Continued)

Summary of Significant Accounting Policies

d) Depreciation and impairment of property, plant and equipment

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

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

and installations.

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

straightJine basis to write down the cost of each asset or the re-valued amount to its residual

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

YEARS RATE

2.sYo

2s%

2.5%

25%

30%

125%

12.5%

33U3%

Freehold Land

Buildings and civil works

Plant and machinery

Motor vehicles, including motor cycles

Computers and related equipment

Office equipment, furniture and fittings

Water Pipeline, Water Meters

Intangible Assets

40

40

40

4

3

8

8

3

A full year's depreciation charge is recognized both in the year of asset purchase and in the

year ofasset disposal.

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

carrying amotrnt of an asset is assessed as greater than its estimated recoverable amount, an

impairment loss is recognized so that the asset is written down immediately to its estimated

recoverable amount.
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NOTES TO THE FINANCIAL STATEMENtS (CONtiNUEd)
Summary of Significant Accounting policies

e) Intangible assets

Intangible assets with finite useful lives that are acquired separately are carried at cost lessaccumulated amortization and accumulated impairment losses. Amortization is recognized ona straighhline basis over their estimated useful Iives The estimated useful life andamortization method are reviewed at the end of each reporting period, with the effect of anychanges in estimate being accounted for on a prospective basis. Intangible assets withindefinite useful lives that are acquired separately are carried at cost ress accumuratedimpairment losses.

Amortization and impairmcnt of intangible assets
Amortization is calculated on the straight-line basis over the estimated useful life of theintangible asset' AII intangible assets are reviewed annually for impairment. where thecarrying amount of an intangible asset is assessed as greater than its estimated recoverableamount' an impairment loss is recognized so that the asset is written down immediately to itsestimated recoverable amount.

0
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NorEs ro rrrE FTNANCTAL STATEMENTS (continued)
Summary of Significant Accounting policies

g) Unquoted investments

Unquoted investments stated at cost under non-crrrent assets, and comprise equity shares
held in other Government owned or controlled entities that are not quoted in the Securities
Exchange.

h) Inventories

Inventories are stated at the lower of cost and net rcalizable value. Cost comprises direct
materials and, where applicable, direct Iabor 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 of completion and costs to be incurred in
marketing, selling and distribution.

i) Trade and other receivables

Trade and other receivables are recognized. at fair values less allowances for any
uncollectible amounts. These are assessed for impairment on a continuing basis. An
estimate is made of doubtful receivables based on a review of all outstanding amounts at the
year end. Bad debts are written off after all efforts at recovery have been exhausted. A
general provision of 20% is made on all outstanding debts at the year end.
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NOTES TO THE F,INANCTAL STATEMENTS (Continued)
Summary of Significant Accounting policics

j) Taxation

r) Current income tax

current income tax assets and liabilities for the current period are measured at the amount
expected to be recovered from or paid to the taxation authorities. The tax rates and tax laws
used to compute the amount are those that are enacted or substantively enacted, at the
reporting date in the area where the Entity operates and generates taxable income. cunent
income tax relating to items recognized directly in net assets is recognized in net assets and
not in the statement of financial performance.

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 arnount are those that are enacted or substantively enacted, at the
reporting date in the area where the Entity operates and generates taxable income.

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.

Losses made in a period are recovered from subsequent profits made in the following years.
k) Deferrcd tax

Defened tax is provided using the liability method on temporary differences between the tax
bases of assets and liabilities and their carrying amounts for financial reporting purposes at
the reporting date.
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NOTES TO THE trINANCIAL STATEMENTS (Continued)
Summary of Significant Accounting policies

Deferred Tax

Defened tax liabilities are recognized for all taxable temporary differences, except in
respect of taxable temporary differences associated with investments in controlled entities,
associates and interests in joint ventures, when the timing of the reversal of the temporary
differences can be controlled and it is probable that the temporary differences will not
reverse in the foreseeable future. Deferred tax assets are recognized for all deductible
temporary differences, the carqr forward of unused tax credits and any unused tax losses.
Defened tax assets are recogni zed,to the extent that it is probable that taxable profit will be
available against which the deductible temporary differences, and the carry fonrard of' unused tax oredits and unused tax losses can be utilized, except in respect of deductible
temporary differences associated with investments in controlled entities, associates and
interests in joint ventures, deferred tax assets are recognized only to the extent that it is
probable that the temporary differences will reverse in the foreseeable fuhue and taxable
profit will be available against which the temporary differences can be utilized.

The carrying amount of defened tax assets is reviewed at each reporting date and reduced
to the extent that it is no longer probable that sufficient taxable profit will be available to
allow all or part of the defened tax asset to be utilized. Unrecognized defened tax assets
are re-assessed at each reporting date and are recognized to the extent that it has become
probable that future taxable profits will allow the deferred tax asset to be recovered.' Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in
the year when the asset is realized or the liability is settled, based on tax rates (and tax
Iaws) that have been enacted or substantively enacted at the reporting date.
Deferred tax relating to items recognized outside surplus or deficit is recognized outside
surplus or deficit' Deferred tax items are recognized in correlation to the underlying
transaction in net assets. Deferred tax assets and deferred tax liabilities are offset if aIegally enforceable right exists to set off current tax assets against current income tax
Iiabilities and the deferred taxes relate to the same taxabre entity and the same taxation
authority.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

Summary of Significant Accounting Policies

l) Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of
qualifring assets, which are assets that necessarily take a substantial period of time to get

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

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

rate borrowings are used to finance a qualiffing asset and are hedged in an effective cash

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

comprehensive income and reclassified to profit or loss when the qualifuing asset impacts

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

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

borrowing costs reflect the hedged interest rate. Investment income eamed on the

temporary investment of specific borrowings pending their expenditure on qualiffing
assets is deducted from the borrowing costs eligible for capitalization. All other borrowing

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

m) Cash and cash equivalcnts

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

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

are readily convertible to known amounts of cash and are subject to insignificant risk of
changes in value. Bank account balances include amounts held at the Central Bank of
Kenya and at various Commercial Banks at the end of the reporting period. For the purposes

of these financial statements, cash and cash equivalents also include short term cash

imprests and advances to authorized public officers and/or institutions which were not

surrendered or accounted for at the end ofthe finangial year.

n) Borrowings

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

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

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

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

4s



Kenya Corporation lGhuti Water & Sanitation Company LtdAnnual Reports and Financial Statements
for the ended June 2021

including premiums payable of settlement or redemption are accounted for on accrual basis
and are added to the carrying amount of the instrument to the extent that they are not settled
in the period in which they arise. Loan interest accruing during the construction of a project
is capitalized as part of the cost of the project.

o) Trade and other payables

Trade and other payables are non-interest bearing and are carried at amortized cost, which is
measured at the fair value of contractual value of the consideration to be paid in future in
respect of goods and services supplied, whether billed to the entity or not, Iess any payments
made to the suppliers.

p) Retirement benefit obligations

The entity operates a defined contribution scheme for all full-time employees from July l,
2020' The scheme is administered by an in-house team and is funded by contributions from
both the company and its employees. The company also contributes to the statutory
National social Security Fund (NSSF). This is a defined contribution scheme registered
under the National Social Security Act. The company's obligation under the scheme is
Iimited to specific contributions legislated from time to time and is currently at Kshs.200
per employee per month.

q) Provision for staff leave pay

Employees' entitlements to annual leave are recognized as they accrue at the employees. At
provision is made for the estimated liability for annual leave at the reporting date.

r) Exchange rate differences

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

rates of monetary assets and
liabilities denominated in foreign currencies are recognized in profit or loss.
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NorEs ro THE FTNANCIAL STATEMENTS (continucd)
s) Budget information

our budgets are incremental budgets. The budgets are prepared from the user sections anddepartments where every section is requirea tolforwarjuiiit.i, ,.qrir.*.ri, to tf,, finance andprocurement sections .After^these budgets are consolidated in their iespe"iir. tt"r.There is also a comparison from the lait budget p.rioaroilhe purposei of having a realistic budget.The budget after compilation is presente.a toihe man'ag"."rt uy tir. ro*...ia manager.Anyamendment's at that stage are incorporated after wrrici'it's presented to the board for the approval

a) Serviceconcessionarrangements

Kahuti water and Sanitation company analyses all aspects of service concession amangements that
it enters into in determining the appropriate accounting treatment and disclosure requirements. In
particular, where a private party contributes an asset to the arangement, the Entity recognizes that
asset when, and only when, it controls or rOgulates the services the operator must provide together
with the asset, to whom it must provide them, and at what price. In the case of assets other than
'whole-of-life' assets, it controls, through ownership, beneficial entitlement or othenvise - any
significant residual interest in the asset at tlie End of the arrangement. Any assets so recognized are
measured at their fair value. To the extent that an asset has been recognized, the Entity also
recognizes a conesponding liability, adjusted by a cash consideration paid or received.

b) Comparative figures

Where necessary comparative figures for the previous financial year have been amended or
reconfigured to conform to the required changes in presentation.

c) Subsequent events

There have been no events subsequent toithe financial year end with a significant impact on the
financial statements for the year ended June 30, 2021.

5. significant Judgments and sources of Estimation uncertainty

The preparation of the Entity'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 of contingent liabilities, at the end
of the reporting period. However, uncertainty about these assumptions and estimates could
result in outcomes that require a material adjustment to the carrying amount of the asset or
liability affected in future periods.
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NorEs ro rHE FINANCIAL STATEMENTS (continues)

. 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 Entity
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 Entity. such
changes are reflected in the assumptions when they occur.

b) Useful lives and residual values

The useful lives and residual values of assets are assessed using the following indicators to
inform potential future use and value from disposal:

o The condition of the asset based on the assessment of experts employed by the Entity
o The nature of the asset, its susceptibility and adaptability to changes in technology and

processes

o The nature of the processes in which the asset is deployed
o Availability of funding to replace the assets

c) Provisions

Provisions are measured at the management's best estimate of the expenditure required to settle the
ot'ligation at the reporting date, and are discounted to present value where the effect is material.
e'g"provision for bad debts-a general provision of 20% has been provided for debts as at the year
end.
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NOTES TO THE trrNANCIAL STATEMENTS (Continues)

6. Revenue

2020t2021

Kshs

For the

Reconnection Fees

Connection Fees

Water Sales

Other Service Charges

June 3 2021

32g,4gg

1,551,570

64,110,791

97,960--_.---._-----_
66,07g.g0g

--

2019t2020

I(shs

504,410

1,207,900

65,050,177

40,300

66,902,787

7, Cost of Sales

8. Grants from National Government

__1p11,207 1 1 2
Purchases 5,946,591

1 7 45
stock (1,170,275\ I ll

_ 517971523 13,934,550

Recurrent grants received-pipeline 7,321,244

contributions-In Kind
872,736

285
Total 8,193,990

49
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*OTES TO THE FINANCIAL STATEMENTS (CONtiNUCd)

9. Other fncome

and Maintenance Expenses10.

Grant from MOWI 274,716
765

Water Connection 6,307
t7In-Kind

736
ofSale tinsChemical &others ,230I

3,206
Interest Earned 441 ,077 527,541

Grant Deferred Income 4,236,909
3Decrease in Provision 82,532

Total
,713 7

& Maintenance labor 2,363,566 1,927,377
and Maintenance (Materials )

736 60
& Maintenance intakes

00ll
00and maintenance

812,939 725,719Maintenance& office 201,710 242,933maintenance
72,700 39,1 0 I

3,31 8

50

For the
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11 Staff Costs

12. Admin

Junc 30 2021

istrative Costs

Salaries and allowances of onepermanent, year&
3months contractual 31,259,969.00

of
301,671.00

Employer'
schemes

s contributions to national social security
182,600.00

s contributions to scheme 614,697.00
Gratuity

1,993,379,00
Totnl

3413421316,00

The avcrage
the ycar was

number of employecs at the end of

Permanent
5

Permanent - Unionisable t6
and contracted employees 55

Total
76

29,399,574.0,

261,757.0r

179,600.0(

640,956.0(

1,743,919.0(

706.00

5

20

49

74

3,039,776

5gg,g2g

931,500

2,736,969

372,943

I5

4,697,720

66l,g0g

1,035,000

3,196,621

365,150

Licensees Administrative eesF,

Vehicle running

Electricity and water

and telephones

Security Services

Printing and

18
1 6 I

AGlWStrategic plan Expenses
93 870 234,470

Increase in Provision for Bad Debts

Bank andcharges commissions
1,747,593

105,920 99,667General
152,542 432,369Staff welfare
867,911 629,590Staff Uniforms

4,600 700trainingStaff
666,539 363,960

For endcd
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For Junc I

Social 244,902 429,71

339,25

2,933,33

820,40

99,60

15,g62rgl.

608,30t

0(

1,3 938

10,565,202

13. & Professional fees

14.

I i;.

lnsurance 322,973
travel and Subsistence 2,709,955

.Advertising and sales promotion 757,799

217,930
'Iotal

17r\l4rl55

and fees

Provision- Current

'total
2r2lgr37g

emoluments 1,013,990

equipmenteciation on property, plant and 121424rgg5

52

11214,379
Audit fees

- KENAO fees 1,005,000
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NOTES TO THE T'INANCIAL STA (Continued)
16. fncome Tax Expense(Credit)

(a) Current Tax

b) Reconciliation of tax expense/ (ci'edit) to the expected tax based on accounting profit

based on the
adjusted profit for the year at
2s%

Current taxation

3,945,649
3,945,649

tax: prior year

Current year deferred tax
charge

Prior year under-provision for
defened tax

Total
3rg45164g

Profit /Loss before taxation (4,034,567)
Q,167,473)

Tax at the applicable tax rute of 2ilo/o (757,392)
(541,868)

Current tax
3,945,649

3,945,649
Prior year under-provision

Tax effects of expenses
for tax purposes

not deductible
12,424,995

12,312,795

Tax elfects of income not ta;<able 4,517,932
?,390,946

Tax.effects of excess capital allowances
over depreciation/amortlzation 12,424,995

10,565,202
Total

53

,0,937)

I

.!

i
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NOTES TO TEEHNANCIAL STATEMENTS
l7a.Propergr, plant and Equipment

(Continued)

June202l

Shs

Water
Motor

cycles /

Shs I

I Furniture
& fittings

shs l

Treatrnent
PIant

OIIIce
equipment

Shs

Computerg 
1

copiers& 
I

rares 
I

shs I

TYater
Intangble
Asset

-

Restated
Total

Cost Ist 2020 10,720,097
6 1,106377 _11s200 51,000

E,700,000 2?T2"913
260,000

7

_n6,+OO 60299

Total Cost r244
Provision for
Depreciation 4"360,000 I
Balace as at lst

2020
Depreciaion

forthe 2
_15J00 I t73,160

1,452,140 
I

I

Balance as at30th
ltumre2V2l

Closing Net Book
27'

7S

I,I66150
95Jgo 1x7,605 1,625J00 66

7U ?,734J00 75973,775

</1

142s9.863
1,039,902

1

902s

-

63l.8sl

I38sr03

12,466.820 666,607

8,492500 L5,231295 3,499,750
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Nor's ro rHF' .TNAIICIAL 
'TATEMENT' 

(continued)
1 Plant and

Buildines
\ilater

Pipelines

Motor
cycles /
vehicles

I'urnifure
& fittinps I

shs I Shs

Oflice
Computers,
copiers &

fares

sml

Water
Meters

Intangible
Asset

Restated
Total

At3Oth June
2n0 Shs

2019
amount lst

10,720,097 33,9il,376 9
- _1,t95,3:17_ _-13.85a0?a --_3_<R1 :rArr77s200

Additions 879,963

='->h{}t}tF :**D)>l-
Grants 2,032,500
Revaluation on-
I\4gt-Esrimars,,

Total Cost 10,720,097 36,776,939 9,903,416 1,706377 13,952,023 77s200 ,760 20326,904 260,000
Provision for
Depreciation
Balance as at lst
July?019 1,649,090 9,662,759 6A98,334 593 692,602 256,900 ,760 794

269,002 4,597,105 2A75,854 346,301 96,900 I 00 86,590
Balance as at
ltlmie2020

forthe

1916,092 74259,863 grg74,1gg 73l,g7l 1,039,902 353,800 2,577,060
1 60 qrJ46.U94

12,973,1:21 421,400 _ 35,700 9,193,947 86,940 55,095,512

55

Treatment
PIant

Shs

-rL-V.) LV

96333.606

86,580

138297

17223.057
ClCIingNetBook
Value 8,803995 22,576.976 929228 374.406
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ANOTES TO THE tr'INANCIAL STA (Contlnued)

If'the freehold land, buildings and other

would be as follows:
were stated on the historical cost basis the amounts

i

Yaluation 
i
I

Land and buildings were valued by PinnaclelValuers Limited independent valuer on April 2021 on
c,rst basis of valuation. These amounts were [dopted on 256 Augus t2o2l.

i

I8 (b) Property, Plant and Equipment at dgst
I

I

I
I

asdpts
I
,
l.I

JJ

:
1

t
t

:

i"
\

21,693,000t 542,325 21,150,675

Land &Buildings

Plant and machinery
13,952,023 1,395,203 12,466,920

Mctor vehicles, including motorcycles
4,665,000 1,166,250 3,499,750

Cc,mputers and related equipment
574,349 197,605 386,744

Office equipmen!
761,937 95,230 666,607

Furniture and fittings
722,115 90,264 631,951

WaterPipelines
45,132,753

I
I

I

I
I

I 19,901,459 25,231,295
Water Meters

i '----..-
i

, 23,347,904 
1

14,141,532 9,206,272

110,749,991

i

I

I
I
I _ 37,509,966 731239,015

56
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NOTES TO THE FINANCI^A.L STATEMENTS (Continued

19. fnventories ..

20. Trade and Other Receivables

"20(a) TradeReceivables

"57

Water Treatment Chemicals 103,037 393,501
Pipes & 1,067,239 617,
Total 1,170r275 lr0l11207

Trade receivables (note 16 (a)) 52,002,999 52,415,649
VAT recoverable 9,400,955

receivables 35,756
Other receivables 275,592 501,204
Gross trade and other receivables 6117l5r2g0 62,326,121
Provision
receivable

bad and doubtful (10,400,598) (10,493,130)

Net trade and other receivablei 511314,693 51,942,992

receivablesGross trade 52,002,999 52,415,649
for doubtful receivables 0,400,599)(1 (10,493,130)

Net trade 411602,390 4lrg32r5lg

of theAt June 30, the trade receivablcs was as follows:

Q,421,309) 205,207
0 0

Less than 03 days

Between 6 andI 90 days 543,543 550,096
Between 9l days 50,455,591 46,553,625
Total 52,002,999

9,396,013

23,256

Provision

Between 30

-

5214151649
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NOTES TO THE FINANCIAL STATEMENTS (Continued)
21. Bank and Cash Balances

Detailed analysis of the cash and cash equivalents

22,Traile and Other payables

payables is an amount of ksh t for audit fees (accrued for two years;
yearg

Nste
Included in the

Cash at bank 13,016,476 15,793,964
Cash hand

131016,476 1517931964

Current account
Equity Bank 003 0290276210 1,205,992 1,603,331

Bank 00e00000ms62 1,997,742 4,025,624
AccountCustomer

Equity Bank 0030190309493 9,912,952 654,910
c) Fixed account

Bank 00303 7737997t 9,500,000

Grand total 13,016,476 15,793,965

payablesTrade
16,922,011 15,474,733

Deposits
10,006,473 10,365,926

Employee l,3gt,696
Other payables

9,640,564
Total

37r950r744 36,699,500

20tt^g1nuro 1912020 and provision for

58

l

I

I

I

1,215,269

9,642,673
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

23. Notes to the Statement of Cash X'lows

2020-202L 2019-2020
Kshs Kshs

(a) Reconciliation of operatin g profiU(Ioss)
to cash generated from(used in) operations
Profit or loss before tax

(4,034,567\ I
Grant Deferred Income

(4,236,909) (3,863,253)
Depreciation

12,424,995 10,565,202
Increase in tax paid

(82,729)
Amortisation

(Gain)/Ioss on disposal of property, plant
and
Operating profit(loss) befo re working

_411531409 4,451,746
(Increase)/decrease in inventories

(159,068) l,1gg,0o5
(Increase)/decrease in trade and other
receivables
Incrcase(decreas e) in trade and other

52g,2gg (4,939,074)

1,152,244 2,956,515
Increase(decrease) in
oblig4tions

retirement benefit

1,521,474 (793,554)
Cash gcnerated from(used in) opcrations

5,674,993 3,659,192
(b) of changes in loans
Balance at beginning of the year

131344,063 13,344,063
Receipts during the year

Repayments during the year

Repayments of prevlous yearts accrued
interest
Forelgn exchange es

59

For

Increase(decrease) in provision for staff
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Accrued intcrcst

at end ofthe yeaiBalance

13 13 63Analysis of cash and cash uivalentseq
Short term deposits

Cash at bank

76Cash in hand

at end ofthe yearBalance

I 76 I(d) Analysis of interest
Interest on loans

Interest on bank overdraft

fnterest on leas e liabilities

fnterest on loans capitalised

Balance at beginning ofthe year

year (note 3S(b)Balance at end ofthe

Interest paid

of dividend
Balance at beginning ofthe year

2019 dividends paid

2020 dividends paid

l interim dividends pald

at end ofthe yearBalance

Dividend paid

=-:=
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NorEs ro rIrE I'INANCIAL STATEMENTS (continued)

24. Related party Disclosures
Kawasco related parties include:

i) Government agencies

ii) Athi water works development Agency

iii) County Govemment of Murang,a

iv) Wasreb

. v) WRA

vi) Key management

vii) Board of directors

Transactions with rclated parties

a) Sales to related
countyaterw, tosales government 813,430 945,055Water sales Govt.to agencles 319,330 246,510

Total
lrl32r760 I,191,565

b)Payments to related es

electricity from KPLC I 155,361
paid to WasreLevies

2,653,352 2,319,776
paid to WRALevies

720,000 720,000
arrears to TWWDA

1,200,000 1,200,000Total
41757r579 4r395,137Grants from the Governmentb

Govt(AwwDA)Grants Nr 7,321,244 2,032,500
county MurangChemical Grant from ofgovemment ,a

285,360Chemical from WSTF 872,736
Total g,I93,gg0 2,317,960

Expenses partyc relatedlncu rred on behalf of
Payments of
employees

and wages for management 8,599,915 8
",463,132

Total
8,5ggrg15 8,4631132I(ey managcmcnt com

emoluments
1,013,990 I ,303,939Total
1,013,990 1,303,939

6t
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NorEs ro rHE FTNANCTAL 
'TATEMENT' 

(continued)

24. Related Parfy Disclosures
K.awasco related parties include:

i) Government agencies

ii) Athi water works development Agency

iii) County Government of Murang,a

iv) Wasreb

. v) WRA

vi) Key management

vii) Board of directors

Transactions wlth rclated parties

a) Sales to related
countyWater sales to government agencies 813,430 945,055

agenciesWater sales to Govt. 319,330 246,510

Total
lrl32r760 1,191,565

b) Payments to related
Purchases electricity from KPLCof

194,227 155,361
Levies paid to Wasreb 2,653,352 2,319,776
Levies paid to WRA 720,000 720,000Levies arrears to TWWDA 1,200,000 1,200,000Total

4r7571579 4,3951137
b) Grants Governmentfrom the

Grants from National Govt(A 7,321,244 2,032,500
Chemical Grant from county of Muranggovernment a 285,360
Chemical grant from WSTF 872,736
Total

8,193,990 2,3171960
Expenses incurred on behalf of

Payments ofsalaries and wages for
employees

8,5gg,gl5 8,463,132

Total
15 8,4631132I(ey managemcnt com

emoluments
1,013,990 1,303,939

Total
1r013,990 1,303,939

,6t
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NOTES TO THE T'INANCIAL STATEMENTS (CONtiNUEd

25, Financial Risk Management
The entity's activitie-s expose it to a variety of financial risks including credit and liquidityrisks and effects of changes in foreign currency. The company,s overall risk managementprogramme focuses on unpredictability of changes in the business environment and seeks tominimise the potential adverse effect of such risks on its performance by setting acceptabrelevels of risk' The company does not hedge any risks and has in prace poricies to ensure thatcredit is only extended to customers with an estabrished credit history.

The company's financial risk management objectives and policies are detailed below:

(i) Credit risk

The entity has exposure to credit risk, which is the risk that a counterparty will be unable topay amounts in full when due' credit risk arises from cash and cash equivarents, and depositswith banks' as well as trade and other receivables and available-for-sale financial investments.
Management assesses the credit quality of each customer, taking into account its financialposition' past experience and other factors. Individual risk limits are set based on intemal orexternal assessment in acoordance with limits set by the directors. The amounts presented inthe statement of financial position are net of allowances for doubtful receivables, estimated by' the company's management based on prior experience and their assessment of the currenteconomic environment.

The board of directors sets the company's credit policies and objectives and lays down parameterswithin which the various aspects of credit risk management are operated.

ii) Liquidity risk management

ultimate responsibility for liquidity risk management rests with the entity,s directors, who havebuilt an appropriate liquidity risk management framework for the management of the entity,sshort' medium and long-term funding and liquidity management requirements. The entitymanages liquidity risk through continuous monitoring of forecasts and aotuar oash flows.
The table below represents cash flows payable by the company under non-derivative financial' Iiabilities by their remaining contractual maturities at the reporting date. The amounts disclosed
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in the table are the contractual undiscounted cash flows. Balances due within 12 months equal
their carrying balances, as the impact of discounting is not significant.

(iiD Market risk

Th'e board has put in place an internal audit function to assist it in assessing the risk faced by the
entity on an ongoing basis, evaluate and test the design and effectiveness of its internal accounting
an,J operational controls.

Miuket risk is the risk arising from changes in market prices, such as interest rate, equity prices and
foreign exchange rates which will affect the entity's income or the value of its holding of financial
instruments' The objective of market risk management is to manage and control market risk
exposures within acceptable parameters, while optimising t}re return. overall responsibility for
managing market risk rests with the Audit and Risk Management committee.

Thr: company's Finance Department is responsible for the development of detailed risk management
policies (subject to review and approval by Audit and Risk Management committee) and for the day
to day implementation of those policies.

There has been no change to the entity's exposure to market risks or the manner in which it manages
and measures the risk.
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iv) Capital Risk Management

' The objective of the entity's capital risk management is to safeguard the Board's ability to

continue as a going concern. The entity structure comprises of the following funds:

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

Kenya.

There were no material adjusting and non- adjusting events after the reporting period.

28. Currency
The financial statements are presented iq Kenya Shillings (Kshs).

Revaluation reserve 30,407,408 12,857,835

13,178,687Retained earnings 16,208,255

Capital reserve l,ggg,glg 1,989,919

Total funds 45,575,013 31,055,008

Total borrowings 13,344,063 13,344,063

Less: cash and bank balances (13,016,476) (15,783,864)

Net debt/(excess cash and cash equivalents) 327,587 Q,439,901)
29V"Gearing 43Vo
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is the summary of issues raised by the external auditor, and management comments

provided to the auditor.

4,1.t
Proporty plant

and equipment

The register hAs been

updated, depreciation of

laptop conected&

revaluation of assets that

were fully depreciated done

and values adopted in

preparation of draft financial

statements for' 2020/2021.

Resolved

Copy of

revaluation

report

The enor of misposting

especially in the closing

stocks has been rectified. We

have done reconciliation of

stocks in order to marry the

system with physical stock

sheets canied out on
I

301061202t

Resolved
Physicalstock

sheets
4.1.2 Direct cost

Resolved

Finalfinancial

statements

20t9t2020

Inaccuracies and

omission's in the

financial

statements

Notes to the financial

statements have been with

comparative figures

corrected. l

i

Also the oorroot reporting
:

template has been adopted

I 34,

Resolved
Copy of final

financial

This has sinoo been included
:

in the financial statements
I

4,2
Budget

performance
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statements

20t912020

with notes explaining the

variances that are high.

Copy offinal

financial

statements

20t912020

Resolved

The new template has been

adopted and omission's in

regards to;

i). corporate governance

statement

ii). Management discussion

& analysis

iii). Trade receivables

all of them has been included

and all disclosures done

Compliance with

recommended

financial

reporting

template

4.3.1

Continuous

process
Not resolved

As a company we are

committed to ensuring that

the l/3 gender'rule is

adhered to. We will continue

following uP on subsequent

reoruitment to make our jobs

openings reach everybody

Non-compliance

with ethnic

diversity

requirement

4,3.2

Once we secure

a letter of no

objection from

the county

govemment of

muranga

Not resolved

Several reminders have been

made to the countY

government to give us ago

ahead so that wasreb can

approve them.

Use of expired

tariff
4.4.1

Continuous

process
Not resolved

measures have been Putting

Non-revenue

water
4.4,2
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o

place to reduce NRW

Long term

liability ADB

Loan

with them to resolve the
issues. Our argument was
that In the meantime we are

not benefiting from the
facility and therefore
Muswasco should take up
the whole bunch of the loan
until the issues are fully
resolved

We have been up

Not resolved
Continuous

process

Non-compliance

with Industrial

benchmark on

Personnel Costs

been struggling
with this issue for some
times now. In the tariffs'
application that we have
forwarded to wasreb for
approval this issue has been

taken care of and once

approved the issue will be

sorted. The tariff that we are

operating on was last
reviewed in 2010 an
therefore several factors have
changed in terms of salaries
and the number of
employees

We

Not resolved

Once the tariffs

have been

approved, the

issue shall be

resolved

Management of

Accounts

Payable

two categories i.e. regulatory
levies and also the normal
s uppliers (merchants)The

company ,has strived to
ensure that all merchants and
suppliers of goods are paid
within 60days however we

the comprises of

Not resolved
Continuous

process
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a challenge' of
payment to the regulatory
levies and the arrears on
administrative fees. We have
come up with a payment plan
with the relevant bodies to
ensure that the arrears are
paid
. On the commitment
of good and services after
31st of may this has been a
challenge to' us as a water
service provider because we
rely wholly on our monthly
collections so we use'the
monthly revenue collections
to operate and therefore in all
the months we would find
ourselves requiring to do
several purchase especially
for the pipes and fittings or
emergencies that can arise in
terms of water supply

have had

4.4.6

Unrecovered

StaffAdvance

Ksh.41,400

This money, has

unrecovered because
attempts to reach the officer
for the payments have been
futile. The latest attempt was
through the company lawyer
who wrote to him and his
lawyer wrote back .We are
going to make the final
attempt this years to see
whether there is positive

The recovery

remained

Not resolved Continuous

process
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election if such a director
offers himself for election,
subject to a maximum of two
terms.
Since coming to effect, no
director has served more
than two terms, and the said
article could not be applied
retrospectively.

I We note that at the time of
the audit the appointment
letter of Martha W.
r$/anguku could not be traced
and we are still trying to sort
out the anomaly. However,
from the minutes of the
AGM held on 24h Api,l
2019(a copy ofwhichwas
given to you durtng audit), it
is evident that she was
among those elected,
alongside Stephen M.
Kamau. lVe attach an extract
of the minutes (min. AGM
8I2OI9 ELECTION OF
DIRECTORS). We further
note that due to the
restrictions provided in order
to contain Covid -19, we
were not able to hold the
2020 AGM.

director is eligible for

OfiFrcer

../?.?nn?A...,

Date.

Manager

e-f .,/.:. ,., k?. r.?. :.....e2 2-7-

70

Name

Signature.



o

I(enya Corporation Kahuti Watcr & Sanitation Company LtdAnnual Rcports and Financial Statements
t

' 'For the cndcd June 30,2021

process through
process appears to be more
costly and therefore
decision will be reached after

our legal

this final attempt

a

4.4.7
Unrecovered

company asset

I reported this case to the
police who we hope will help
us track the staff whom
currently we don't know
where he relocated to. We
are also going to a demand
letter through our lawyer to
attempt to recover these
funds

The company has already

Not resolved
Continue

following up

4,5.1

Expired term of
office for

directors

Articles of Association,
Article no.30 states.At the
first Annual General Meeting
of the company
rncorporation, all directors
shall retire from office and
subsequently at the annual
general meeting of every
subsequent year, one third of
the directors for the time
being, or if their number is
not divisible by three, then
the nearest one third, shall
retire from office. A
stakeholder prirticipation
procedure shall be held to
elect the new directors to
replaoe thosc who have
retired."

Article 32, which is an
amendment added in

Our &,

January
201 states a

Not resolved

Planning Foran

Agm This

Financial year

'ilffl;irifift

UIfrMT)

IV,I$,1,I3I[iltiii,.qifr iti'-ritir'l

,:+.ilttTr{ti

illstdi{ai
l;liilii;;,:j jrii,r:
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Projects implemented by the State corporation/ SAGA Funded by deveropment partners.

80%

90%

Kagaa

mainline(under
Kiambu Ruaka
,sewerage

I 9km l9km

Ir{ugeci

Iiaboro
2021

1 3.skm l3.skm

Kahuti line 2021
l4km 14km 0%

90%

Gatuya

Pipeline
2021

2Okm
0% 0% 7s%

fa,:iliry
expansion

2021
0%

0% 0%

ya Hiti 2021
1Okm I Okm 0% 0% 80%
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