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I. KEY ENTITY INFOITMATION AND MANA(;EIITENT

(a) ilackground infirrmation

-[hc ('ornpan,{ r'uas cstablishccl in March 2006 undcr the \\'atcr Act ]002. and uas rr,'gistcred orl 7'h

,\pril.2t)06 uirder the C'ornpanies Act (Cap 486) as a public lirnitecl cornpan\'. It is licensed hy'l
\!'atcr Scrr icds Regulalor), Board ('$'ASREB) as a Walcr Sen icc Pnn ider (WSP) urrdcr thc c{rrent
t:atcr Act.20l6.'l'he cntitl is domicile'd in I'aita'l'aveta C'ourrtv. Kerrl'a.
Orersight and stratcgic direction responsibilities lie uith the lloarcl ol'directors undcrthe I

ol'the Chairp{rson.
eacl{rshin

(h) PrincipalActivities

J,..
'l'hc principal activities ol'thc Company'arc provision of'adccluate and portable. sall'. Piped W
and Sanitation Scrvices to thc residents ol'Taita'l'areta C'ountr.

(c) Kev M:fnagement

I'avevo's day'-to-clal management is under the lirllorring kc1 orsans

- llhe []oard ol'Directors.

- Thc Marragirrg Director.

- llhe llcacls ol'l)cpartment.

(tl) F irlucian Managcmcnt

I'lrc kcy rnanagcmcnt pcrsonne-l nho hcld otiicc clurirrg

3o2l anpl uho had clirect flduciarv responsibilitr uerr-':

thr' ljrrancial rcar cndcd -l(t'{ .lurrc

I:ng. Patrick \\'aelu

l\lr. [ticlrarrl Kibcrrgtr

Mrs. (ictura \4glrontr

l

4

l

l-i

,.\9. I\4anagirrg [)ircctor

[rlarraging Dircctor

llcad ol'l:itrancc'

I:ng. Dar icl Nduri a lc'li -l l '' Decetnber 20

Mr. Iticharcl Nguatu appointecl l'r Januan

202 I

N{r. l.aharr Kinr ai

I tcarl of l)rocurcnrcnt Mr. Bc'nctlict Nzu\c

Head ol'Technical serr ices

I lcad rtl'Busincss l)er elopnrcnt

,\g. Ilurnan Resourcc lVlanagcr

[g. lnternal Auditor

ll

\lr. IIcnrr \lutiso

'l'art'ro \\'rt(r nntl Scrr$rrgc ('on1pan1 Limitctl
.\nnuul Rcports nnd Financial Statemcnts
F'or thc rear ended.Iunc 30.2021
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'farcro rrVater and Senerage Companl Linritetl
,{nnual Rcports and Financial Statcmcnts
F or the vear ended .lune 30,2ll2l

2. THE I}OARD OF DIRI.-('TORS

l,H()To NA1\,T E/POSITI()N QtTALtFtCATION
I

Mr l{oughton Mombo
Clrairnran lJoard ol- Directors
ljronr r9'l' IMar 2020 to datc.

N,lr. I:l istonc l\ ln arntun_ur.r

Muaur urnu - iVlenrbcr liorn
I .5-l-10I {l ro datc.

I:.recutive MIIA.
Bachclor o1'

I'cchnologr' ( [:lectrical
& [:lcctronics)
' 
I'c lccomrn unications.

Spccial (iroup.
[{cprcscnlativc ol'
l)coplc living with
disabilities.

?

.lovcc K. N4*achia
IV{errber lrortr 2t)tl'N4a1 2020
Ag. ('ourrtl' ('hic-l' Otlrccr
Ijinance and l)lanning 'laita
'l-ar cta ('ountr'

N,lrs. l{utlr [-eles u

I\4cnrhcr lionr 29rl' N,lar

1020
('hai rperson- [;inancc
C'tlnrnittcc

I\4r .lohn []u ire
I\4cnrbcr fionr 1t)'l' l\,{ar
l0t0
Chairnran- Hunran Restlurcc
C'ournritlee

Mastcr of Busincss
Adrnirristration

Ilachelor ol' ('cunnrerce
(N4arkcting Option).

Post graduate diploma
aclr'<lcates training
pr()granl ( Kent,a school
of'lau )

llachclor ol' I.au dcgrcc
(I I,B)
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'l'nrero \1'atcr and Serrcragrl ('onrpanr [.inritetl
,\nnual lteprlrts and I inancial Sta'tcmcnts
For the vcar cndctl .lunc 3l) ,2lt2l

,. ' ,

Rer'. Silvanus N'lr.r'ak<lnra

Mc'nrber liom 29tl' Octobc-r
2019.

C'ount1' ('hiel' ( )lliccr
Water & Sanitation
'laita'l'ar eta ('ountr
(iovenrmcnt.

Business [-adr

llSc. Civil lingineering
Masters in pro.iect

Managelnent

Bachelor ol' l'.conourics
and llusincss
N'lanagcnrcnl
lv{aster ol' I icrlnonrics
(Flconomics ancl

[]usiness Managentent )

Kioko l\lurrr ithl a

Ngugi & ('o.
,\dr ocatcs.
Advocatc,'('l'S (K).
I,I,N,I. I,I,I].
L('. P.S. K nrcrnbershi p
nunrber l) ('l)Sl],'I-l-1-l

Ms Agnes Mwas -Membcr
Irronr l5-3-2018 to date.

C'hairperson-Audit
Conrrnittee

I

lingineer [)ar id N. Ndurya
r\g. iVlanaging Dircctor ll'otn
I 't .lanuarr 2020 to 3 l"
[)cccnrher 20f I

IVlr Richard Ngu'atu
N4anaging l)irector fnrnr I't
.lanuarr 201I to date.

N4r .lustus Munf ithl'a
('onrpany Secretar)
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'l'lr cr o \\ irtt.l' tttd Scrl e rag( ('onrpanr l.inritetl
,.\nnuirl Rcporlp :rnrl F inancirrl Statenrrnts
['or tht r c:rr cntletl .lunr 3l], 2(l2l

3. \1.,\\ \(,t..\ll.\ I '[[..\\l

l'holo \:rlne

I'rryr**l*." I )r* t.t N.ilt ;-_-- --
Ag. Ir,lanaging l)ircctor liorn l'r
.lanuarJ l0l0 to 3l't l)cccrnbcr
l0l0

\lr Richard Ngrraru
\lanagirrg I)ircctor liopl l't
.lanuarr l0l I to tlutc.

Nlr .lustus lrlunl ithl a
('orttpartv Sccrctan.

\lr l.aban i\{hclcnga Kirr.rlri
llc:rl eil' lrinarrce

I :ltgi ttcer l):rtrick \,lrr anu,rc
\\ ltlu.
I lcutl ol' I t'chrricll Scrr iccs

Qualification

IlSc. ('ir il l-inginccrinr.r
\lustcrs in prtr.icct
nlilItilt,lct'ncll t

l'lll) orr-going.

| \llstcr ol'l-.cottolttics I

I tlic,,lx'nrics atrcl lf tlsi'cf s

j llanagcrnenr ) I

I llachclor ol'l:conornics I

I irrrtl llusirrcss 
I

i \lartauerncnt I

Kiohr' \,lunr ithla Ngufii
& ('o. .'\tlrocatcs. 
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.\rlr ocatc ('l'S t K r. 
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{. ('ilAtR\t.AN'S S'rA'fEItt.\'l

It is lrou I5 leitrs silrcc lhc ('ornpl,rn
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Tavevo Water and Sewerage Company Limited
Annual Reports and Financial Statements
For the I ear ended June 30. 2021

Nyangoro Maktau water project,
Commurnity Led total sanitation (C.L.T.S)
Up scaling basic sanitation for urban poor (U.B.S.U.P)
Maktau Bus park Public Sanitation F'acility.
Conditional Liquidity Support Grant.

Important to note all the above mentioned projects have been in conjunction with the Taita Taveta
County Government.
Water Coverage
The Company has strived to expand coverage to those areas who currently do not have piped water

hence the increase ofcoverage from 82Yoto 88% in the urban and peri-urban areas.

However, the rural areas have been left behind with water coverage at25oh. Tavevo is working hand

in hand with its main shareholder which is The County Government of Taita Taveta in extendiqg

services to the rural areas of Taita Taveta by running the projects successfully completed by thd

Government.

In addition hours ofsupply have also increased from an average of l2 to l5 hours.

Non-Revenue Water
During the reporting period our Non-Revenue Water which is the diff'erence between the water

produced for distribution and the water billed was 37o/o against a national average of 54.60/o. Thls is
an improvement compared to the previous financial year at 38Yo.

However, 37Yo is still high which is highly attributed to the old and dilapidated water supply

infrastructure dating ou.i 50 years which are prone to frequent bursts and leakages. Despite thisl

challenge the company endeavours to reduce it to sector benchmark levels of less than25o/o.

Metering
It is the policy of the Company to meter all consumer connections in addition to metering niajol
supply lines to monitor losses due to pipeline leakages and illegal connectiorts. Our metering level is

lO0%. Metering is a critical tool for managing Non Revenue water ar-rd is also essential in rnanaping

per capita water consumption. l

Drinking Water Quality
The quality of drinLing water has a direct impact on the health of our consumers. Tavevo has mfde

commendable effbrts in ensuring that the *ui.. we provide our customers is free of clisease-cariing

organisms by chlorinating or-rr water and ensuring that the required residual chlorine is maintainfd

all over the supply area.

Human Resource Capacity
ilr; a;-;""y hus mud. reasonable strides to improve its terms and conditions of service, whilel
scrupulously keeping to its staftlng ceiling level in order to maintain competent and well-nrotivlted
human resourcb capacity. I

x



Tavevo Water and Sewerage Company Limited
Annual
For the

Financial Statements
une 3 2021

Summary of challenges during the period
However notwithstanding our stated achievements, we have scllne key challenges to address as

plan for the future of the company. These include:

1. High oost of electricity due to pumping cost and topography of Taita Taveta.

2. High Operational Costs due to old and dilapidated infrastructure.
3. Low water Supply Coverage especially in rural areas.

4. High Number of Inactive customer connections.
5. High Non-Revenue Water compared to the sector benchmark of 25%o.

6. High cost of Bulk water from the Mzima Water bulk supply.

WAY FORWARD
Article 4
,lean and

3 (d) of the Kenya constitution, 2010 and Water Act2016, every

saf-e water in adequate quantities". To this end Tavevo has successfully

able to reach more residents in both urban and peri-urban areas of Taita Taveta County. The

Company targets to increase the area of water coverage especially in
coverage, drinking water quality, improve hours of supply, reduction
productivity and collection efficiency.

the rural, to improve
of N.R.W, increase staff

The Board of directors are committed to ensure that the strategic objectives of the Company met.

Date..... .

Signature..

CHAIITMAN;

TAVEVO WATER SEWERAGE COMPANY LTD; BOARD OF DIRECTORS

we

hasAccording to
the right "to c

xl

are



i, Tavevo Water and Sewerage Company Limited
Annual
For the

rts and Financial Statements
ended June 3 2021r

5. REPOR OF THE MANAGING DIRECTORT

Tavevo since inception in the year 2007 was mandated to supply water to residents of Taita T

County. We have diligently performed this function fully to date.

During the
include;

under review Tavevo received enormous financial support from stakeholders

i. Ministry of water and Sanitation
ii. Water Sector Trust Fund
iii. Tdita Taveta County Government

Some of the key activities/projects are explained further below;

Projects

A. Wate{ and Sanitation Develonment Proiect

Tavevo has through the Water and Sanitation developrnent Project (W.S.D.P) received

assets to boost efficiency and improve delivery of services to our customer. We have received

number of goods through the above mentioned project as listed below;

Water supply Repair Kits.

Three Double cabin vehicles and l0 motorcycles

l0;540 no. Consumer meters plus fittings.

iv. Two Exhauster trucks and two Watel Bowsers for Sanitation and water tracking

respectively.

v. General ICT eqrriprnent.

vi. Sarritation tools and equipment.

Other objectives of the pro.lect are as follows;

i. To elgage a consultant on detailed design t'eview, ESIA, RAP supervision of corrstrltct

works and technical strpport for mediutn tertrl works.

ii. To upgrade water distribution systenrs in Voi, Wundanyi, Mwatate and Taveta respectively

iii. 'lo cottstruct sludge handling facilities irr Voi and 'laveta town'

iv. To constructiop 8 No. ablution blocks in urban areas within the Taita Taveta County.

v. To construct a tnodern laboratory, Office blocks and warehouse'

Tlrc above activ ities once undeftaken will be instlumerttal irt turtting arotttrd Tavevo arrd increase ll

ICCS

thcefliciency of
pro.iect period

the Compauy. Tavevo is set to receive approxintately Kshs. 2,500,000,000

xll

rvhich



Tavevo Water and Sewerage Company Limited
Annual Reports and Financial Statements
For the yea r ended.Iune 30,2021

B. Water Secto Trust Fund

Water sector trust fund (W.S.T.F) has also been a key partner during the period under review

through its immense frnancial support in the period under review. These include;

Nyangoro Mwakitau water project,
Community Led total sanitation (C.L.T.S)
Up scaling basic sanitation for urban poor (U.B.S.U.P)
Maktau Bus park Public Sanitation Facility.(P.S.F)
Conditional Liquidity Support Grant.

Important to note all the above mentioned projects have been in conjunction with the Taita Tar/eta

County Government who were core f-rnanciers of three of the above financed projects (C.L.T.St

Nyangoro Mwakitau and Maktau P.S.F) at l3o/o of the total budget.

Water Coverage
The Company has strived to expand coverage to those areas who currently do not have piped'*{ater

hence the increase ofcoverage from 82o/oto 88% in the urban and peri-urban areas.

However, the rural areas are still lower with the water coverage at25Yo. Tavevo is working hand in

hand with its main shareholder which is l-he County Govemment of l'aita Taveta in extending ,

services to the rural areas of Taita Taveta by running the projects successfully cornpleted by the

Government and taking over the ones under the communities.

In addition hours ofsupply have also increased from an average of l2 to 15 hours.

No.-n.r".ud Water
During the reporting period our Non-Revenue Water which is the diff'erence between the water

produced for distribution and the water billed was 37Yo against a national average of 54.60/o- 1-$s is

an improvemdnt compared to the previous financial year at38%o.

However, 37Yo is still high which is highly attributed to the old and dilapidated water supply

infrastructure dating over 50 years which are prone to frequent bursts and leakages. Despite thi$

challenge the company endeavours to reduce it to sector benchmark levels of less than25%o.

Metering
It is the policy of the Conipany to meter all consuurer connections in addition to metering maiol
supply lines to monitor losses due to pipeline leakages and illegal connectiorts.

IOO%. Metering is a critical tool tbr rnanaging Non Revenue water and is also

per capita water consumption. We have received over 10,000 meters under the

boosting our metering effbrts while also replacing old meters.

Our metcring lcvcl is
esscntial in manzrging
W.S.D.P pro.icct

Drinking Water Quality
The cluality of drinking water has a direct impact on the health of our consumers.'favevo has n-rpcle

commendable efforts in ensuring that the water we provide our customers is free of disease-caufing

organisms by chlorinating our water and ensuring that the required residual chlorir-re is rnaintainpd

all over the supply area.

Human Resource Capacity
The Company has,oud. ..uronable strides to improve its terms and conditions of service, white

xlll
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scrupulously keeping to its staff'rng ceiling level in order to maintain competettt and well-moti{zatedil;;i,i..,i"&i,v. "c-- 
I

I

Summary of challenges during the period ]

However notwithstanding our stated achievements, we have some key challenges to address uJ *.
plan for the future of the company. These include:

I . High cost of electricity due to pumping cost and topography of Taita Taveta currently t[re

average billing is Kshs, 5 million per month.
2. High bperational Costs due to old and dilapidated infrastructure some of which were l{id

oue.3o-y.urs ago.

3. Low water Supply Coverage especially in rural areas. Most rural areas in Taita Taveta {re
sparsely populated tl-rereby making the cost of reaching these areas quite high not

mentibning maintenance of the same.

4. High Number of Inactive customer connections. Tavevo has embarked on a customer sirrvey

exercise to identify all customers with an aim to clean our database.

5. High Non Revenue Water compared to the sector benchmark of 25Yo. 
I

6. High cost of Bulk water from the Mzima. The tariff's paid by Tavevo are higher consid$ring
we do all the pumping and sometimes treatment of water by ourselves .The Bulk syster{r

supplies us by Gravity. 
I

WAY FORWARD
According to Article 43 (d) of the Kenya constitution , 2010 ar.rd Water Act 2016. every persorf has

the right "to clean and safe water in adequate quantities". To this end Tavevo has successfully fbeen

able to reach more resider-rts in both urban and peri-urban areas of Taita'l'aveta County. The

Cornpany targets to increase the area of water coverage especially in the rural, to improve sewqr

coverage, drinking water quality, improve hours of supply, reduction of N.R.W, increase staff
productivity and collection efficiency. 

-'--'r.J

The Management is committed to ensure that the strategic objectives of the Cornpany are met.

Date......

Signature

g lgle"ae

W.
I'

MANAGING DIRECTOR

TAVEVO WATER AND SEWERAG E COMPANY LTI)

xlv



Tavevo Water and Scweragc Company Limitcd
Annual Reports and Financial Statemcnts
For the year ended June 30, 2021

6. STATEMENT OF TAVEVO'S PERFOMANCE AGAINST PREDETERM

OBJECTIVES FOR FY 2O2OI2O2I

INED

Tavevo has had an unfbrtunate gap since the expiry of the strategic plan. Due to numerous faclors

we spent the period under review without an approved strategic plan. However a consultant ha$

been procured for the formulation of a complete strategic plan fiom the financial year 2021-2002-

7. CORhORATE GOVERNANCE STATEMENT

The Board of Directors during the year had six full board meetings and four quarterly meetin{s fbr

each commidtee as listed below. The attendance of the meetings was betweenl00oh to two f,rirds
quorumasrequired'TheBoardhas3committeesnamely:

(a) Finance and Technical Committee.

(b) Audit Cdmmittee. I

(c) Human Resource Committee.

Board of Dirpctors arrrrointment rrrocess
1. Board appointments shall be transparent and competitive so as to ensure the public served has an

opportunity to participate in decision making in service delivery that affects them.

2. Vacant positions shall be advertised in the media and on the website of the WSP and the critdria

set out by WASREB shall be used.

3. An ad hoc nominating committee of the board of directors comprising county and select

Cornmittee frgm two or three primary/key stakeholders shall assess applications and ensure that not

only is the Leadership and Integrity criteria met but shall perfbrm a background check to ensure the

candidates add value to the entity.
4. The select committee shall receive the applications, vet them to ensure that they comply to the Fit

and Proper Tqst ph-rs the eligibility criteria and where necessary conduct interviews. 
I

5. The Report of the selection committee shall be subrnitted to the shareholder who is required As

shareholder and function owner to ensure that only persons who add value to the company are

ufpoint"A. I

6. T'he F it and Proper Test Form is annex 2 to this Gtrideline and must be filled by all applicantd and

appointees. 
I

7 . The copy of tl're Fit and Proper Test Forms of each of the appointed directors shall be sent to

WASREB.

8. A letter of appointment issued by the county secretary that adheres to the articles of associati{n of
the WSP shall be given after ratification of names of the accepted directors at annual general 

I

meeting by the shareholder.

9. The letter must contain a terrnination clause on poor perfbrmance and misconduct and ensureithat

it captures that unless the board is retired due to poor pertbrlnance a third of the members shall 
I

retire every year from the third year.

10. Board members shall serve a maximum of six (6) years based on the approval of the sharehdlder

and on fertb.mance issues. 
J \ \

I 1. Before a board member begins to serve he must be inductecl in governance training customiCed

for the water services sector und rig, a code of ethics based on the Leadership and Integrity Act
2012 and the Public Officer Ethics Act 2003.
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I

12. The list of ratified board members and the stakeholder group they represent shall be maint{ined
on the website of the WSP and shall be communicated to WASREB. 

I

13. It is good practice that board service is not disrupted by the election cycle and independen!

oversight must not be compromised by the cycle.
Board meetings held I

Board succession policies and period in office
l. The shareholder must avoid a situation where all Board members retire at the same tirne in drder

to ensure institutional memory.

2. In order to avoid this situation, one third of the Board members other than those from the

County Governments, shall retire fiom office by rotation every year starting fiom the third year after

appointment.

3. The retiring members shaltbe determined on the basis of those who have served longest and if
tl-rey have served for the same period of time, then the retirement will be determined by lot.

4. The retiring members shall be required to reapply for their positions if they are eligible for
reappointment

5. The county water department as function owner is advised to use annual performance evaludtion

of the board of directors and WSP to assess suitability of reapplying members and the need to rhake

changes to improve performance.

Collective and individual role of directors
In order to enable every director to be more clearly aware of their collective and individual
accountability and liability in regard to their acts of commission and omission, the directors are

required to ensure compliance with the law. Having the assistance of competent company secr{tary /

legal officer and internal auditor will largely assist the board of directors understand compliancf?
1. Be aware of the License provisions of the water service provider. 

I

2. Be aware of the laws the company is supposed to comply with, that are Water Act 2016. cou{rty

water legislation, Companies Act 2015, Public Procurement and Asset Disposal Act. 201 5. Public

Finance Management Act 2012.

3. Be aware of the Environmental Management and Co-ordination Act. I

4. Be aware of the Anti- Corruption and Economic Crimes Act lS 3 of 2003. 
l

5. Be aware of the laws relating to employment ancl labour relations.

6. Be able to understand the financial statements o1'the company in order to know in deRth the 
1flnancial status of the company and take action accordingly.

7. In good faith, a member shall disclose to the board fbr recording any business or other intereit
that he/she holds that is likely to create a potential conflict of interest and withdraw himself fiorh
participating in that decision. 

* r-----'--- 
i

8. Be aware of liability of directors jointly and severally inthe context of personal liability tbr f{aud,

secret profits, corruption and bribery. 
I

9. Board members having conflicting directorships or missing three meetings consecutively shoirld

resign voluntarily or be riplaced by the shareholder as per tlie articles of association of the 
Icompany. 
I
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Directors training and development policy
l. All directors in the water services sector shall receive fbrmal training on their role, duties,

responsibilities and obligations as well as board practices and procedures on lirst appointment

before they begin business. This is particularly critical for those with no previous Board experlence

2. Subsequent trainings involve improving understanding of the water service sector operationb,

deepening oversight skills in f-rnancial management different compliance requirements that arei

critical to the WSP business.

3. The company shall organize these trainings and inform the County Government Water ofllce
which should also participate.

4. All directors shall be exposed, at least once every two years, to the following matters:

i. Corporate strategy in the water sector and institutional organization.

ii. Role, duties and responsibilities of the Board and directors.

iii. The License content.

iv. Rights and obligations of a director.

v. Statutory liabilities and duties of a director under criminal and company law.

vi. Board practices and procedures.

vii. Disclosure and communication policies.

viii. Financial management systems,

ix. Risk management, intemal controlprocedures and internal audit'

x. The importance of external audit by the Auditor General

xi. Perfbrmance targeting, monitoring and evaluation with emphasis to the water service sector

minimum service level requrirements and sector benchmarks

xii. The role of Inforrnation Technology in oversight
Board Remuneration Policy
To provide etficiency and act as an incentive to improve perfbrmance at oversight level, the I

fbltowing are the limits for sitting allowances and other expenditures of the board and its

committecs:
For companies with:
a. Annual Turnover of up to Kshs 100,000.000 - board activities capped at the higher of 5o/o of [he

turnover or Kshs 4 million per annLlm

b. Annual Turhover of up to Kshs 500.000,000 board activities capped at the higher ol 2ohof thF

turnover and Kshs 7 rnillion per anllum.

c. Annual Turnover up to Kshs 1,000,000,000 board activities capped at the higher of lo/o and lpm
per annunl.

d. Annual Turnover above Kshs 1,000,000,000 board activities capped at a maximum of the higher

of lo/o and Kshs 12m per annltnl. 
j

Tavevo Water and Sewerage Co. Ltd fall under annual turnover of over Kshs.l00, 000,000 up t0

Kshs. 500.000,000.

xvll
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8. MANA]GEMENT DISCUSSION AND ANALYSIS

Introduction
Under this section Tavevo management wishes to summarise financial perfbrmance as stipu

the below' subcategories;

i. Annual Turnover
Tavevo management has seen continued increase in revenue over the last 4 years as summari

the below graph;

Important to note Tavevo received grants as reported during the period.

ln
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ii. ExDenses

The management of Tavevo Water and sewerage Company limited also has had a chall

managing expenses especially operational costs due to challenges as addressed in the Chai

statement. Despite the challenges Tavevo continues to cater for its operational expenses.

Expenses
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Key Projects during the period

Project Status

l0

ls.

vVater

cking

Water supply Repair Kits.

Three Double cabin vehicles alt(

motorcycles.

10,540 rro. Consumer meters pltts fittin1

Two Exhauster trucks and two
Bowsers for Sanitation and water trz

services respectively.

General ICT equiptnent.

Sanitation tools and equipment.

Water and Sanitation
Development Project
(fil. S.O.p).Goods received during
the year are as shown under the

Water Sector Trust Fund-The
lis[ed projects though on-going
are as shown under the status.

ll

xlx

iii.

vi.

il.

i. Nyangoro Mwakitau water project,
ii. Community Led total sanitation

(c.L.T.S)
iii. Up scaling basic sanitation fbr urban

poor (U.B.S.U.P)
iv. Maktau Bus park Public Sanitation

Facility.(P.S.F)
v. Conditional Liquidity Support Grant.
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9. ENVIRONMENTAL AND SUSTAINABILITY REPORTING

1'he Company remained a social responsible corporate citizen by conducting its business in a
socially acceptable and responsible manner. The company contributed and participated in various

forums at the County level that inch.rde;

l. Sustainability strategy and profile
. Strategic development partnerships with Water Sector Trust Fund, Water and Sanitation

Develppment Project (W.S.D.P) though Ministry ol'Water & Sanitation, Taita Taveta

County Government, Water Sector Trust Fund and Red cross Kenya. The above partnerships

are bearing fruit through the various development projects as listed earlier in this report.

o Infrastructure development by extension of Water and sewerage systems through efficiency
and responsive institutions.

2. Environmental Performance
Tavevo management has ensured continued adherence to environmental laws and policy as

documented by the National Environmental Management Authority (N.E.M.A).

3. Employee Welfare
o The hiring process of Tavevo water and sewerage Co. ltd is guided by the approved Hufnan

resource policy by Board of Directors. Tavevo is an equal opportunity employer.

Management also gives high priority to staff training and capacity building as envisaged in
the Company policy. Tavevo undertakes annual staff appraisal for staff and the same

forwarded to the Board of Directors.

4. Market place practices
o Tavevo Water and Sewerage Company Limited have a zero tolerance to corruption policy

and ensure all staff adheres to the same policy.
o All procurements by Tavevo are done fairly and on competitive basis as per the Public

Procurement and Asset disposal act of 2Ol5.Supplier payments are on first in flrst out furir.
. Everl Kenyan lias a right to access clean water. In light of this Tavevo continues to extend

it, ,eJuic., as close as possible to the residents of Taita Taveta. 
I

5. Community Engagements
o Taveyo continues to reach out to communities and its clients on location by custonter:Pt:

clinics to solve their custonter care queries. In addition Tavevo has continuously provided

hand washing points with tanks during the Covid-19 pandemic fbr free across the l-aita
Taveta County Government.

xx
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10. REPORT OF THE DIRECTORS

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

June 30, 2O2l,which show the state of the Company's affairs.

i) Principal activities

The principal activities of the Company are provision of adequate and portable, safe, Piped W
and Sanitation Services to the residents of Taita Taveta County.

ii) Results

The results of the Company for the year ended June 30, 2021 are set out on page l-9. Be

summary of the profit made during the year.

iii) Directors

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

accordance with Regulation.

Tavevo
Annual
For the

law

v)A
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nded
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vl ln

rplusiv) Su remlsslon

The LIS maclc

stakc

Surp

our di f-terent partners TAVEVO

during vear IS attributed to c()nditional Grant reccl vedthe

holders and

during llie v fiom

therefore did not rcllt any surpl requl by

S

t r-t s as

221)

Namc. R

Auditor Cene

of the Consti tut l()lt () i il

l'il IS responsible lir r thc statuto ry audi t o i the 1-ilVCVO lll accclrclanc w1th clec

Keny and tl-re ubli Audi t Act 20 5 () 'fAVEVO fir thc yearlP c l' f

ended June 30. 2021 in accordance to section 23 of the Public Audit Act, 2015 which em

Auditor General to appoint an auditor to audit on his behalf.

By Order of the Board

the

Nk-.lPfru
Signature... I)atc tsls

Secretary the Board

xxl

r



Tavevo Watcr and Sewerage Company Limited
Annual Rcports and Financial Statements
For the year ended.lune 30, 2021

1I. STATEMENT OF DIRECTORS' RESPONSIBILITIES

Section 8l of the Public Finance Management Act, 2012 and scclion l1 oJ the Stote Corporalions
Ac't, require the Directors to prepare financial statements in respect of Tavevo Water and Sewerage

Company Lihited, which give a true and fair view of the state of af'fairs of Tavevo Watet and

Sewerage Company Limited at the end of the financial yearlperiod and the operating resuilts of
Tavevo Water and Sewerage Company Lirnited fbr that yearlperiod. The Directors are also required

to ensure that Tavevo Water and Sewerage Company Limited keeps proper accounting records

which disclose with reasonable accuracy the financial position of Tavevo Water and Ser.qerage

Company Limited. The Directors are also responsible fbr safeguarding the assets of Tavevo Water

and Sewerage Company Limited.
The Directorg are responsible for the preparation and presentation of Tavevo Water and Sewerage

Company Limited financial statements, which give a true and fair view of the state of affairs of
Tavevo Water and Sewerage Company Limited fbr and as at the end of the financial year (period)

ended on June 30, 2021. This responsibility includes: (i) maintaining adequate financial
management arrangements and ensuring that these continue to be eft-ective throughout the repOrting

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

time the financial position of Tavevo Water and Sewerage Cornpany Limited ; (iii) designing,

implementing and maintaining internal controls relevant to the preparation and fair presentation of
the financial statements, and ensuring that they are fiee from material misstatements, whether due to

error or fraud; (iv) safeguarding the assets of Tavevo Water and Sewerage Company Limited ; (v)

selecting and applying appropriate accounting policies; and (vi) making accounting estimates that

are reasonablb in the circurnstances.

The Directors accept responsibility for Tavevo Water and Sewerage Company Limited financial

statements, rqhich have been prepared using appropriate accounting policies supported by reasqnable

and prudent judgements and estimates, in confbrmity with Internatioual Financial Repbrting

Standards (IFRS), and in the manner required by the PFM Act, 2012 and the State Corporations Act
section 14. The Directors are of the opinion that Tavevo Water and Sewerage Company Li;nited
financial statdrnents give a true and faii view of the state of Tavevo Water and Sewerage Co{rpany
Limited transactions during the financial year ended June 30. 2021, and of Tavevo Water and

Sewerage Company Limited financial position as at that date. The Directors further confirm the

cornpletenesq of the accounting records maintained fbr Tavevo Water and Sewerage ConirpanV

Limited, whibh have been relied upon in the preparation of Tavevo Water and Sewerage Corirpany

Lirnited flnarrcial statements as well as the adequacy of the systetns of intemal financial control.

Nothing has come to the attention of the Directors to ir-rdicate that Tavevo Water and Sewerage

Company Lirnited will not remain a going concern lbr at least the next twelve months from thb date

ol'this statcment
Approval of the financial statements

The Tavevo water and sewerage company limited financial statetnents were approved by the Board

"" tglg (2t}, 2llaandsigned on its behalrby

Signature

Name.

Signatu

Name..,

re.

*t* .^4LF"'"1"""" ... lr1-c l--
Chairperson of the Board

t,
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Accounting Officer
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OF THE AUDITOR.GENERAL ON TAVEVO WATER AND SEWE E
COMP LIMITED FOR THE YEAR ENDED 30 JUN 2021
REPORT

PREAMBLE

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

A. Report on the Financial Statements that considers whether the financial
are faifly presented in accordance with the applicable financial reporting
accouriting standards and the relevant laws and regulations that have a
on the financial statements.

Report on LaMulness
compliance with app
guidelines and manu

and Effectiveness in Use of Public Resources which co rS

licable laws, regulations, policies, gazette notices, ci
als and whether public resources are applied in a pru ent,

economic, transparent and accountable manner to ensure Govern
value for money and that such funds are applied for intended purpose.

Report on Effectiveness of lnternal Controls, Risk Management and Gove
which ponsiders how the entity has instituted checks and balances to guide
operations. This responds to the effectiveness of the governance structure,

rn

B

C

The three
responsibi
Public Finr
the report,

REPORT

efficient,
achievbs

management environment, and
those charged with governance
entity.

al
risk

the internal controls developed and impleme by
for orderly, efficient and effective operations the

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

fi

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

ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have ited the accompanying financial statements of Tavevo Water and
Company Limited set out on pages 1 to 30, which comprise of the statement of
position at 30 June, 2021, and the statement of financial performance,
changes i net assets, statement of cash flows and statement of comparison of b

all
and

ncial

and
, the

of

nt of

e

IReporl Auditor-General on Tqvevo Water and Sewerage Company Limitedfor the year ended 30 June,
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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 Tavevo Water and Sewerage Company Limited as
at 30 June ,2021, and its financial performance and its cash flows for the year then ended,
in accordance with lnternational Financial Reporting Standards and comply with the
Public Finance Management Act, 2012.

Basis for Qualified Opinion

1. Non-Gompliance with the Prescribed Reporting Framework

Management has indicated that the annual reports and financial statements of Tavevo
Water and Sewerage Company Limited for the year ended 30 June, 2021 were prepared
in accordance with the Accrual Basis of Accounting Method under International Financial
Reporting Standards (IFRS) reporting framework. However, the statement of financial
performance and statement of changes in net assets are not presented as per the
prescribed format of lnternational Financial Reporting Standards and the financial
reporting framework prescribed by the Public Sector Accounting Standards Board given
that the Company is a commercial entity.

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

2. Unsupported Cash and Bank Balances

The statement of financial position and as disclosed under Note 11(B) of the financial
statements reflects cash and bank balance of Kshs.39,789,652. lncluded in the balance
is an amount of Kshs.3,385,073 in respect of Posta Pay. However, the balance was not
supported with details of the account information, authority to operate the account,
contract agreement for the service provision, bank reconciliations statements, bank
statements and certificate of balance. lnformation available indicated that Management
effort to terminate the contract with Posta Pay vide letters Ref. No.
TVO/HQ/PC|33No|.2/1 dated 22 April, 2021 and Ref. No. TVO/HQ/F|N/30A/o1.11202213
dated 28 December, 2021 was unsuccessful.

ln the circumstances, the legality, completeness and accuracy of the Posta Pay amount
of Kshs.3,385,073 could not be confirmed.

3. Trade and Other Receivables

The statement of financial position and as disclosed under Note 9 to the financial
statements reflects trade and other receivables balance of Kshs.354,917,252, out of
which an amount of Kshs.348,262,414 relates to gross trade receivables as analyzed in
Note 9(B). However, the following observations were noted:

i. The general ledger provided in support of the gross trade receivables reflects an
amount of Kshs.315,411,180, resulting to an unexplained and unreconciled
variance of Kshs.32,851,234.

Report of the Auditor-General on Tqvevo ll/ater and Sewerqge Company Limitedfor the year ended 30 June, 202 I
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ii. tnct[OeO in the trade and other receivable balance of Kshs.35 4,g17,252 are long
outstanding receivables totaling Kshs.4,119,954 which were not provided for as
bad and doubtful debts. Further, an amount of Kshs.2,412,157 in respect of Taita
Tayeta County was not supported.

In the circumstances, the accuracy and completeness of the trade and other receivables
balance of Kshs.354,917,252 could not be confirmed.

4. Variances in Customer Deposits

The statement of financial position reflects customer refundable water connection
deposits amount of Kshs.28,015,406 and as disclosed in Note 16 to the financial
statements. However, bank confirmation certificate for the customer deposits bank
account reflected a balance of Kshs.780,069, resulting to an unexplained variance of
Kshs.27,295,337. Further, the deposits register for all zones for the period from
10 Februdry,2012 to 30 June, 2021 indicated a deposit balance of Kshs.20,776i857,
resulting to a further variance of Kshs.7,238,549. The variances between the different
set of records were not explained or reconciled.

ln the circlrmstances, the completeness and accuracy of the customer refundable Water
connection deposits of Kshs.28,015,406 could not be confirmed.

5. Unexplained Variances in Coast Water Works Development Agency Payables

The statement of financial position and as disclosed in Notes 18 and 19 to the financial
statementp reflects Coast Water Works Development Agency payables balance of
Kshs.545,023,139 in respect of lease fees of Kshs.129,397,816 and bulk water supply of
Kshs.415,625,323. However, the audited financial statements for Coast Water Works
Development Agency reflects the related receivables as Kshs.635,608,942, resulting to
an unexplained and unreconciled variance of Kshs.90,585,803.

ln the circumstances, the trade and other payables balance of Kshs.545,023,139 could
not be confirmed.

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. Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects final revenue budget
and actualon comparable basis of Kshs.937,642,236 and Kshs.675,634,390 respectively,
resulting to an under collection of Kshs.262,007,846 or 28o/o of the budget. Similarlf, the
Company spent an amount of Kshs.390,932,641, against an approved budget of
Kshs.937,642,236, resulting to an under-expenditure of Kshs.546,709,595 or 58% of the
budget.

The under-collection and under-expenditure may have affected the planned activities and
impacted negatively on service delivery to the public.
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2. Unresolved Prior Year Matters

ln the audit report of the previous years, a number of paragraphs were raised. However,
Management has not resolved the issues nor disclosed all the prior years matters as
provided by the Public Sector Accounting Standards Board Templates.

REPORT ON LAWFULNESS AND EFFECTIVENESS !N USE OF PUBLIC
RESOURCES

Conclusion

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

Basis for Conclusion

1. Administration Costs

The statement of financial performance reflects administration costs of Kshs.390,932,641
and as disclosed in Note 5(a) to the financial statements. However, the following
anomalies were observed :

1.1 Unsupported Training Expenses

The administration costs amount of Kshs.390,932,641 includes staff cost amount of
Kshs.102,355,290 out which training expenses amounting to Kshs.1,566,000 were not
supported with a training plan and training needs assessment contrary to Section H. 3.1
of the Human Resource Policies and Procedures Manual for the Public Service, 2016.

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

1.2 Unsupported Legal Fees

The administration costs of Kshs.390,932,641 also includes unsupported legal fees
amounting Kshs.750,000 where the nature of the legal services offered was not disclosed.

ln the circumstances, the regularity of the legal fees of Kshs.750,000 could not be
confirmed.

2. Board of Directors

2.1 lrregular Composition of Committees of the Board

During the year under review, the Board's Finance and Technical; Human Resources and
Administration; and Audit and Risk Committees had five (5) members each. However, the
number of members in each committee exceeded a third of the total ten Board members
by two members contrary to Circular Number OP/CAB.9l1A of 11 March, 2020. ln
addition, three persons were members in all the three (3) Board Committees, contrary to
Circular OP/CAB.9/1A dated 11 March, 2020 that requires a member to sit in a maximum
of two (2) committees. Further, four (4) Board members belonged to both the Finance
and Technical Committee and Audit and Risk Committee, contrary to the requirement that
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a member serving in the finance committee cannot be appointed as a member of the audit
committee.

ln the circumstances, [Vlanagement was in breach of the law.

2.2 Board of Directors Emoluments

The statement of financial performance and as disclosed in Note 5(a) to the financial
statements reflects administration costs of Kshs.390,932,641which includes an amount
of Kshs.6,835,546 in respect of directors' emoluments. However, the following anonlalies
were noted:

2.2.1 lrregular Allowances Payment

Review of records provided for audit indicated that members of the Board were paid sitting
allowances amounting to Kshs.790,000 for sixteen (16) field visits contrary to Circular
OP/CAB.9/1A dated 1 1 March, 2020 that defines field visit as an executive function.

ln the cirqumstances, the regularity of the sitting allowances amount of Kshs.790,000
could not be confirmed.

2.2.2 Unsupported Night-out Claims

The directors' emoluments amount of Kshs.6,835,546 also includes night-out claims
totalling Kshs.450,000. However, payments were not supported with evidence to cohfirm
that the night out claims were based on the place of residence declared by the Board
members as at the time of appointment. This is contrary to Circular OP/CAB.SI'f n of
11 March, 2020 which stipulates that Board members declare their residences at the time
of appointment and upon any change thereafter from which they commute while attehding
Board business.

!n the circumstances, the regularity of the expenditure of Kshs.450,000 could not be
confirmed.

2.3 Unapproved Extra Meetings

During the year under review, the Board of Directors held a total of fifty-five (55) sittings,
out of which twelve (12) were full board meetings. However, this was contrary to Circular
Ref. OP/CAB.9/1A of 1 1 march,2020 which sets a maximum of six (6) board sittings.

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

2.4 Failure to Appraise the Performance of Board Members and Board
Committees

During the year under review, the Company did not undertake an evaluation of the Board
to appraise the performance of the individual Board members and the committees, and
to confirm that the Board members operated as required by section 17 of the MwonEozo
Code of conduct and the Circular Ref. No. OP/CAB.9/1A dated 11 March, 2020.

!n the circumstances, Management was in breach of the law.
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3. Stalled Project

The statement of financial position reflects property, plant and equipment balance of
Kshs.289,776,302 which as disclosed in Note 7 to the financial statements includes
additions amounting to Kshs.254,228,219. This amount further includes an amount of
Kshs.2,535,058 relating to part payment for Mwatate decentralized treatment facility
project contract which was awarded at a cost of Kshs.9,806,535 for a period of twelve
(12) months beginning 1 September, 2020. However, the project stalled due to lack of
National Environment Management Authority (NEMA) project approval, though the
contractor had already been paid Kshs.2,535,058.

ln the circumstances, the realization of value for money on the project could not be
confirmed.

4. lncomplete Project Works

The property, plant and equipment balance of Kshs.289,776,302 and as disclosed in Note
7 to the financial statements includes additions amount of Kshs.254,228,219. This
amount further includes an amount Kshs.76,747 ,266 relating to construction of Nyangoro-
Maktau water project. The contract was awarded at a cost of Kshs.88,616,120,for a
period of eleven (11) months beginning 14 September,2020. However, review of the
project documents and physical inspection on 11 and 12 February,2022 revealed the
following;

i. That although the practical completion certificate was issued on 15 November,2021,
it was not supported with the project inspection and acceptance report and in
addition, the performance security for the project had expired on
18 September,2021.

ii. That out of the three (3) water kiosks to be constructed at a cost of Kshs1,834,650,
only two (2) had been completed but without water and out of the five (5) water tanks
to be rehabilitated, two (2) tanks were empty due to leakages on the walling. Further,
paving of slabs that was to be done around the rehabilitated tanks at a cost of
Kshs.617,680 was not completed.

ln the circumstances, value for money of the expenditure of Kshs .76,747 ,266 incurred on
the project could not be confirmed.

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

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

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1)(a) of the Public Audit Act, 2015, based on the audit
procedures performed, I confirm that, nothing has come to my attention to cause me to
believe that internalcontrols, risk management and overallgovernance were not effective.
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Basis for Conclusion

The audit was conducted in accordance with lSSAl2315 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 overallgovernance were
operating effectively, in all material respects. I believe that the audit evidence I have
obtained is sufficient and appropriate to provide a basis for my conclusion.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

As required by the Kenyan Companies Act, 20151 report based on the audit, that:

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

ii. ln my opinion, proper books of account have been kept by the Company, so far as
appears from the examination of those books;

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

Responsibilities of Management and Board of Directors

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

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

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

ln addition to the responsibility for the preparation and presentation of the financial
statements described above, Management is also responsible for ensuring thdt 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 Management monitors compliancQ with
relevant legislative and regulatory requirements, ensuring that effective processe$ 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.
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Auditor-General's Responsibilities for the Aud it

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditor's report that includes my opinion in accordance with the provisions
of Section 48 of the Public Audit Act, 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 controls in order to give an assurance on the effectiveness
of internal controls, risk management and overall governance processes and systems in
accordance with the provisions of Section 7(1Xa) of the Public Audit Act, 2015 and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of
the internal controls would not necessarily disclose all matters in the internal control that
might be material weaknesses under the lSSAls. A material weakness is a condition in
which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements caused by error or fraud in
amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions. .t

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

As part of an audit conducted in accordance with lSSAls, ! 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 controls.

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

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

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

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

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

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

CPA
AUDITOR-GENERAL

-

Nairobi

28 Septeqber,2022
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The notes set out on pages l0 to 29 lbrm an integral part of these Financial Statements

The Financial Staternents set out on pages 1 to 9 were signed on behalf of the Board of Dirqctors

by:

Accounting Otlicer

Tavevo
Annual
For the

Name ' Rf (}r.AAD
f\.lqdffi{
lglgl0>

Head ol'Finance

x u,',.$. I35.EL . Kr-,n l-&
I('l'AK Nlerntlcr Nuntbcr: I E;7 lt 5
,,," 18hf[zop-

('haimran ol' tlie lloarcl
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I

REVBNUES
281,051.730 245.418,700IRevenue

(l12,898,919)2 (136,932,012)Cost of sales

132,F19,,781144,119,,718Gross profit

376,396,840 6l ,007,561Grants J

1 8, I 85,820 13.632.8461Other lncome

207,160,188538,702,378TOTAtr, REVENUES

OPERATING EXPENSES

390,932,641 200,608,3005Administration Costs

390,932,641 200,608,300TOTAL OPERATING EXPENSES

147,,769,737 6,551,888PROFIT(LOSS) BEFORE TAXATION

1,965,5676 44,330,921TNCOME TAX EXPENSE(CREDIT)

1,,586,322103,438,816PROFIT(LOSS) AFTER TAXATION

OTHER COMPREH ENSIVE INCOME

Fair value through conrprehensive income

Surplus or deficit on revaluation of PPE

103,438,816 1,596,322TOTAL COMPRETI ENSIVE INCOM E

FOR THE YEAR

Date Date ?p z--r.-
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l,t. STATEMENT OF FINANCIAL POSITION AS AT 30 JUNE 2021

The Financiai Staternents set out on pages l-9 were signed on behalf of the Board of Directorsi

By:

Accountin Head of Finance

Name5{ Ntv.Av.. l/v.Y o Lft

ICPAK MemQer Nurnber: t{+4 {
Date !fllgl?L

iJ-F4-,

2

ASSETS l

Non-Current Asscts
79,913,2321 289,776,302Properly, plarirt and equipment

8 1,614,862 1,305,448lrrtangible assets

81,218,680291,391,165Total Non-Current Assets

Current Assets

294,820,'794I 354,917,252Trade and other receivables
46,000I0 46.000Short-ternr deposits

1t,241,59339,789,6s2Bank and cash balartces
366,108,386394,752,904Total Current Assets
117,327,066686,144,068Total Assets

EQUITY AND LIABILITIES
Capital and Reserves

100,000t2 100.000Ordinary share capital
97,214,636r3 97.214.636Fair value ad-iustntent reserve

(272,832,693)l.+ (125.062,956)Retained eanlings
(27,748,320') (175,518,057)Capital and Rescrves

Non-Current Liabilities
5,983,542l5Long-term loptt

22.661.520l(r 28,01 s,406Customer deposits
13.740,458l7 28.196.019Service Cratuitl,

138,'777,139ltt t2e.197.816Coast Water
t-ees

F*, Deve I oprn errt A ge rrcy- Lease

186,209,241 181,163,258Total Non-Currcnt Liabilities

Current Liabilities
441.681,866l9 521.683.147Trade and other pavables

s27,683,147 441,681,866'I-otal Curren! Liabi I ities
447,327,066686,144,068TOTAL EQTJITY AND LIABILIT IES

I)atc ts Ir+ I)atc......(.'...:.9 .}o?-r-
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15. STATEMENT OF CHANGES IN NET ASSETS

FOR THE YBAR ENDED 30 JUNE 2O2I

(279,262,392) (181,947,756)100,000 97,214,636At.Iuly 1,2019

6,55 r,888 6,551,888
ll.lcollle
Total comprehensive

Capital/Development
grants received during the
year

Transf-er of
dep rec iati o n/am o rt i zation
fronr capital frrnd to
retained earnir\gs

Dividends paid - 2018

Interinr dividends paid -
2019

Proposed fi nal dividends

(122,189\ I(122,18e)Prior Year adjustments
( 175,5 t 8,057)(272,832,693\100,000 97,214,636At June 30,2020

( 175,518,057)100.000 97,214,636 (212,832,693)At July 1,2020

IIssue ofnew $hare capital

147,769,137147,769,137
-fotal 

conr prehcttsive
lnconre

I

Capital/Development
grants receivdd during the
year

Dividends paid - 2019

Irrterinr dividbnds paid -
2020

Pr'oposed fi npl dividends

IPrior Year adj ustrnents

(27,718,320)(125,062,956)100,000 97,211,636At June 30,2021

a
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I6. STATE OF CASH FLOWS FOR THE YEAR ENDED 30 JUNE 2021

The Financial Statements set out on pages 1 to 9 were signed on behalf of the Board of Directo

By:

Accounting Offrcer

Nu*., .ft|a'tA*s

Date rg,lglll

('hairman ol' thc Iloiircl

Na,rc: lllthi
. Hcad ol'Ijirtancc

Nar'fi-, . Nu,,. SftIJllEL l(u*1o;11

I C PAK Membqr X r"rrnber:lE1 {9
t)atc t 

g Iqglh2^..

N4*+r

Date f3:3: h)

4

CASH FLOWS FROM OPERATING ACTIVITIES
17.00 r . r, I320 192.267,492Cash generated from/(used in) operations

t2)(60,0e6,458) (33,004,e:I ncrease/decrea$e in receivables

2,303;72 5Increase/decrea$e in prepayments

4,565.55 Is,3s3,887Increase/decrease in customer deposit
l9(9,37e,923) t38.777.1Increase/decrea$e in Lease fee payable

86,00 r,282 (47,431,9" s)Increase/decrea$e in payables

2.811.42 Ir 5.055,561Increase/decrease in gratuity payables

(s,e83,542) IIncrease/decrease in Long terrn loan

(t22.18s )Prior year adjustments

94,960,5, r3223.218,299Net cash flows from/(used in) operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
(2s4,228,21e) (29.952.9' e)Purchase of property, plant and equipment

Proceeds frorn disposal of property, plant and equiprnent
(592.70' )(442,020)Purchase of intairgible assets

il)(251,610,239) (30,545,61Net cash flows from/(used in) investing activities
I

CASH FLOWS FROM FINANCING ACTIVITIES
Net cash flows frorn/(used in) financing activities

(3 I ,,151 ,9,10) 54,41.1,862INCREASE/(DECREASE) IN CASH AND CASH
EQUIVALENTS

i071,241,592 16,826,7:CASH ANT)
OF YEAR

CASH EQUIVALENTS AT BEGINNINC

39,789,652 71,211,592CASH AND CASH EQUIVALENTS AT END OF
THE YEAR
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17. STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS FOR THE YEAR ENDED 30 JUNE 2O2I

Final Rudget

A b g=1a+b) d e:(c-d) F:d/c

Revenues Kshs Kshs Kshs Kshs kshs

Water sale 365,946,000 (21,757,000) 344,1 89,000 269,522,895 74,666,105 78%
Meter rent 12,819,216 12,819,216 I 1,528,835 1,290,381 90%
Sanitation Services 1,144,896 1,144,896 1,144,896 0%

379,910,112 (21,757,,000) 358,153,112 281,051,730 77,101,382

Other income

Bowser 8,250,084 2,000,000 10,250,084 I 1,189,350 (939,266) 109%

Exhauster Services 3,600,000 3,600,000 144,500 3,455,500 4%

Illegal Connections 252,000 300,000 552,000 33 8,5 85 213,415 6t%
Meter Replacement 295,020 295,020 126,565 168,455 43%
Meter testiug 1,000 1,000 36,500 (35,500) 3650%
New Connection 7,000,000 1,000,000 8,000,000 5,031,320 2,968,680 63%
Reconuection t-ees 1,661,200 1,661,200 1,314,400 346,800 79%
AblLrtion Blocks 540,000 540,000 540,000 0%
Rent 240,000 240,000 240,000 0%
Termination f-ee 2,000 2,000 4,600 (2,600) 230%

Total Miscellaneous income 21,838,304 3,303,000 25,141,304 18,185,820 6,955,494

Grants
32,721,548

Water Sanitation Development Project
(I.D.A) Funding Through County
Government

350,000,000 239,441,312 143,280,236

63%

5

Original
-Budgef Adiustments

Actual on
conrparable basis

Performance
Differenee -- -

o/" of
ritiliSatiri;n

382,721,548
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16,27t,004 16,271,004 7,057,780 9,213,224
Water Sector Trust Fund UBSUP Mwatate 43%

Water Sector Trust Fund Nyangoro Maktau
Water proiect

88,494,440 11,520,096 100,014,536 77,096,024 22,918,512
77%

Water Sector Trust Fund- Conditional
Liquidity Support Grant

47,324,559 47,324,559 47,324,559
100%

798,340 798,340 391,267 407,073
49%

Water Sector Trust Fund- Community Led
Total Sanitation

Water and Sanitation Development Project-
Abbreviated Resettlement Action Plan

l,500,000 1,500,000
100%

Water Sector Trust Fund- Maktau Public
Sanitation Facility

5,717,833 5,717,833 3,585,898 2,131,935
63%

Total Conditional Grants 461,281,617 91,566,203 554,347,820 376,396,840 177,950,980

Total Income 863,030,033 73,112,203 937,642,236 675,634,390 262,007,846

Cost of sales

Bulk water fees 66,264,000 66,264,000 63,794,206 2,469,794 96%
Electricity pumping 56,919,477 56,919,477 69,028,307 ( I 2, 1 08,83 0) t2t%
water treatment 3,022,135 (700,000) 2,322,135 2,253,699 68,436 97%
Abstraction fees 1,177,800 600,000 1,777,800 l,855,800 (78,000) 104%
Total 127,383,412 (100,000) 127,283,412 136,932,012 (9,648,600)

Gross profit 735,646,621 73,212,203 810,358,824 538,702,378 271,656,446

Administration Costs

Advertising, Awareness 1,277 ,649 500,000 1,777,649 2,661,231 (883,582) 150%

Airtime Allowance 2,244,960 500,000 2,744,960 2,095,960 648,000 .___4ffi-
Awards to retired staff 10,000 10,000 10,000 0%

Burial expenses 72,100 (72, I 00) 0%
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2,1 00,000 (2,000,000) 100,000 30,000 70,000
30%Commercial Monitoring & evaluation

6,105,600 461,120
93%

6,066,720 500,000 6,566,720
Contracted Guards

330,000 34%500,000 500,000 170,000Corporate social responsi bi lity

0%Covid 19 mitigation expenses

1,000,000 1,000,000 897,650 102,350 90%Customer care & public relation

132,606 (132,606) 0%Depreciation for Intangible assets

44,365,149 (44,365,149) 0%Depreciation for Tangible assets

Electricity Admin istration 944,074 (944,074) 0%

635,000 635,000 635,000 100%End year gift vouchers

Entertainment
681,955 1,300,000 1,981,955 1,672,380 309,575

84%

ICT equipment & software maintenance 975,000 (300,000) 675,000 632,800 42,200 94%

1,062,061Insurance non-motor 1,062,061 1,062,061 0%

lnternet & website expenses 1,572,000 1,572,000 1,417,399 I 54,601 90%

Managing Directors offi ce 240,000 240,000 3 8,210 201,790 16%

Membership fees 233,400 180,000 413,400 590, I 60 (17 6,7 60) 143%

Newspapers 66,594 66,594 39,480 27,114 s9%

Office & general expenses 2,287,963 400,000 2,687,963 4,048,349 ( 1,360,386) l51o/o

Postal services 86,894 60,000 146,894 170,695 (23,801) 116%

Publishing & printing 147,077 (50,000) 97,077 28,469 68,608 29%

Refurbishment & maintenance of assets 500,000 (350,000) 150,000 161,328 (11,328) 108%

Rent & rates 420,000 420,000 3 81,000 39,000 9t%

SMS Billine & maintenance 3,600,000 3,600,000 3,266,576 333,424 9t%

Staff Uniforms 800,000 (300,000) 500,000 37,900 462,100 8%

Strategic Plan 3,000,000 (2,000,000) 1,000,000 1,000,000 00h

Wasco games 600,000 (600,000) 0%

World Water day 250,000 250,000 250,000 0%
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Tavevo Water and Sewerage Company Limited
Annual Reports and Financial Statements
For the year ended June 30,2021

Electro-mechanical 2,500,000 ( I ,000,000) 1,500,000 4,357,012 (2,857,012) 290%

34,245,548 (13,245,548)
163%

19,000,000 2,000,000 21,000,000
Maintenance of water supplies

0%1,000,0001,000,000Sanitation Services

25%2,951,240 750,000 2,201,2403,951,240 ( 1,000,000)Legal fees

t00%464,000 464,000464,000Provision of Audit fees
2,020,107 0%2,020,107 2,020,107KUCFAW-former staff

0%3,000,000 3,000,0003,000,000Tariff Renewal
420,000 420,000 100%420,000Chairman's Honoraria

294,000 126,000 70%420,000 420,000Board of Directors Airtime
(217,926) 104%3,6s3,620 2,250,000 s,903,620 6,12t,546Other Directors allowances
(970,5 15) 228%1,7 5',1,525 ( 1,000,000) 757,525 1,728,040Bank Commission & charges

0%4,074,611 (4,074,611)Lease fees CWWDA
10,780,917 2,289,020 82%16,069,937 (3,000,000) 13,069,937Wasreb Levy

3,500,000 0%3,500,000 3,500,000Wasreb License fees

9,466,520 (2,500,000) 6,966,520 4,216,988 2,749,532 6t%KRA Bills
( 1,500,000) 0%Legalization of water resources & NEMA 1,500,000

I 0,575,810 22,218,607 (11,642,797) 210%Transportation, travelling and subsistence 10,575,810

450,000 426,100 23,900 95%Hire of transport plant & equipment r 50,000 300,000

Fuel oils & lubricants I1,696,499 11,696,499 8,685,570 3,010,929 74%

Maintenance of motor vehicles 7,670,088 7,670,088 7,808,655 ( I 3 8,567) 102%

l,l 10,336 l,l 10,336 1,131,941 (21,605) 102%Insurance costs

120,000Transport claims 120,000 120,000 0%

74,628,000 74,628,000 71,462,885 3,165,1 15 96%Salary

5,248,780 5,140,030 108,750 98%Leave allowance 5,248,780

2,900,548 86%20,464,788 20,464,788 17,564,240Gratuity/Pension

( I,000,000) 2,300,000 308,1 04 l,991,896 t3%Pension arrears 3,300,000

(2,191,55 I ) 157%Casual wages 3,864,480 3,864,480 6,056,031

102%3,040,000 ( 1,500,000) 1,540,000 1,s66,000 (26,000)Training expenses

8



Tavevo Water and Sewerage Company Limited
Annual Reports and Financial Statements
For the ear ended June 3 2021

Staff medical
12,000,000 12,000,000 12,000,000

0%

Recruitment cost 450,000 450,000 258,000 192,000 57%

W.S.T.F UBSUP Expenses 3,867,254 (3,867,254) 0%

W.S.D.P Expenses 102,393,799 (102,393,799) 0%

W.S.T.F Community Led Total Sanitation 309,040 (309,040) 0%

Water and Sanitation Development Project-
Abbreviated Resettlement Action Plan

306,080 (306,080)
0%

W.S.T.F Conditional liquidiry support grant 3,382,527 (3,382,527) 0%

247,814,003 (4,525,000) 243,289,003 390,932,641 (148,643,638)Total

Total operating expenses 247,814,003 243,289,003 390,932,641 (148,643,638)

Surplus / (deficit) 487,832,618 73212,203 567,069,821 147,769,737 420"300,084

9
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OTES TO THE FINANCIAL STATEMENTS

General lnformation

TaJevo entity is established by and derives its authority and accountability from

Companies Act. The entity is wholly owned by the County Government of Taita Taveta

an{ is dorniciled in Taita Taveta. The entity's prirrcipal activity is to provide adequate

portable piped water and sanitation services to residents of Taita Taveta.

2. Statement of Compliance and Basis of Preparation

Th( financial statements have been prepared on a historical cost basis except for the

measurement at re-valued amounts of certairr iten, s of property, plant and equipment,

malketable securities and firrancial instruments at fair value, irnpaired assets at their

estilnated recoverable amounts and actuarially determined liabilities at their present

valpe. The preparation of financial statements in confbrmity with International Public

Sedtor Accounting Standards (IPSAS) allows the use of estirnates and assumptions. lt

also requires management to exercise judgement in the process of applying the entily's

accbuntirrg policies. The areas involving a lrigher degree ofjudgrnent or complexity, or

where assumptions and estimates are significant to the financial statements, are

dis{losed in Note 5 of these financial statements.

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

the functional and reporting currency ofthe Tavevo.

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

Corporations Act arrd International PLrblic Sector Accounting Standards (IPSAS). The

accbunting policies adopted have been consistently applied to all the years presented.

t0



Tavevo Water and Sewerage Company Limited
Annual Reports and Financial Statements
For the year ended Junc 30,2021

NOTES T0 THB FINANCIAL STATEMENTS (Continued)

3. Suqnmary of Significant Accounting Policies

1. Revenue recognition
Revenue is recognized to the extent that it is probable that future economic benefits

will flow to the enlity and the revenue can be reliably measured. Revenue is
recbgnized at the f'air value of consideration received or expected to be received in the

ordinary course of the entily's activities, net of value-added tax (VAT), where

applicable, and when specific criteria have been met for each of the entity's activities
as described below.

i) Revenue from the sale of goods and services is recognized in the year in
which the entitlt delivers products to the customer, the custolner has accepted the

products and collectability of the related receivables is reasonably assured.

Grants from National Government are recognized in the year in which the

entity actually receives such grants. Recurrent grants are recognized in the

statement of comprehensive incorne. Development/capital grants are recognized

in the statement of financial position and realised in the statenrent of
comprehensive income over the useful life of the assets that has been acquired

using such funds.

Finance income comprises interest receivable from bank deposits and

investment in securities. and is recognized irr profit or loss on a time proportion
basis using the effective interest rate method.

Dividend income is recognized in the income statement in the year in which the

right to receive the payment is established.

Rental income is recognized irr the incorne staternent as it accrues using the

effective lease agreernents.

Other income is recognized as it accrues.

ii)

iii)

iv)

v)

vi)

2. Property, plant and equipment
A[tl categories of property, plant arrd equipment are initially recorded at cost less 

I

adcurnulated depreciatiorr and impairment losses 
I

Cgrtain categories of property, plarrt and equipment are subsequently carried at re- 
]

valued u,ror'i-,t=. being rheir lair value at the date of re-evaluatiori less any subsequent 
I

accumulated depreciation and irnpairment losses. Where re-measurement at re-valued 
i

a1nounts is desired, all iterns in an asset category are re-valued through periodic

"fir"i*t carried out by independent external valuers.
I

Iilcreases in the carrying arnounts of assets arising from re-valuation are credited to
ofher cc',rnprehensive incorne. Decreases that offset previous increases in the carrying i

amollllt of the sanle asset are charged against the revaluation reserve account; att othei I

dpcreases are charged to profit or loss in the incorne statement.

ll



Tavevo )Vater antl Sewerage Company Limited
Annual Reports and Financial Statements
For the vea r ended June 30, 2021

NOTES TO THE FINANCIAL STATEMENTS (Continued)

Summary of Significant Accounting Policies (Continued)

Gains and losses on disposal of items of property, plant arrd equipment are determined

by cornparing the proceeds frorn the disposal with the net carrying atnount of the

itenrs, and are recognized in profit or loss in the income statement.

3. Depreciation and impairment of property, plant and equipment

Freehold larrd and capital work in progress are not depreciated. Capital Work rn

Ppogress relates rnainly to the costs of on-going but incomplete works on buildings

and other civil works and irrstallations.
Depreciation on property, plant and equipment is recognized in the income statement

on a straight-lirre basis to write down the cost of each asset or the re-valued atnount to

it$, residual value over its estirnated useful life. The annual rates in use are:

Plant and nrachinery 12.5'Y,

Motor vehicles, including rnotor cycles 25"/t

Cornputers and related equiPrnent 30"1,

Office equipment, furniture and fittings 12.5"1'

Intangible assets 30,'1,

Buildings 2.s',h

Water d i stribution systems 2.5.'h

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

in the year of asset disposal.

-t. Intangible assets.

lntangible assets cornprise purclrased computer software licenses, which are

capitalized on the basis of costs incurred to acquire and bring to use the specific

software. These costs are amortized over the estimated useful life of the irrtangible

asfets from the year that they are available for use, usually over three years.

5. Alnortisation and impairment of intangible assets

Artrortisation is calculated on the straight-line basis over the estirnated rrsefirl life of
colxputer software of three Years.

Al[ cornputer software is reviewed annually for impairrnent. Where the carrying

allount of an intangible asset is assessed as greater than its estirnated recoverable

aulount, at1 impairment loss is recognised so that the asset is written down

imhediately to its estirnated recoverable amount.

l2



Tal,evo Water and Sewerage Company Limited
Annual Reports and Financial Statements
For the vea r ended June 30,2021

NOTES TO THE FINANCIAL STATBMENTS (Continucd)

Summary of Significant Accounting Policies (Continued)

6. T[ade and other receivables
Trade and other receivables are recognized at f'air values less allowances for any

uncollectible amounts. These are assessed fbr irnpainnent 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.

7. Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and cash at bank. Bank account

balances include atnounts held at various cotnmercial banks at the end of the financial

year. For the purposes of these financial statements, cash and cash equivalents also

include short term cash Imprests and advances to authorized public oftlcers which

were not surrendered or accounted for at the end ofthe financial year.

8. 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 contpany or

not, less any payments made to the sr"rppliers.

9. Retirement benefit obligations

The errtity operates a defined contributiorr scheme fbr all firll-tirne ernployees fiorn

.lrrly I .2012. The scheme is adrninistered by a registered fund Manager and is funded

by contributions from both the company and its employees. The cornpany also

contributes to the statutory National Social Security FLrrrd (NSSF). This is a defined

contribution scheme registered under the National Social Security Act. The

cornpany's obligation under the scherne is lirnited to specific contributions legislated

fiorn tirne to time and is currently at Kshs.200 per ernployee per nronth.

10. Comparative figures

Where uecessary comparative figures firr the previorrs flrrartcial year have been

Cmerrded or reconfigured to conform to the required changes in presentation.

I l. Subsequent events

'[here lrave been no events subsequent to the flrrarrcial year end with a significant
illpact on the financial statements for the year ended Jr-rne 30' 2021.

12. Fair value adjustment reserve
'fne fair value adjustment reserve relates to assets handed over frorn Coast Water

Works Development Agency during fbrrlation ol Tavevo water and sewerage

Comparry. Details of the sarne are still Scanty fi'otr thc lrandorer in the year 2006.

l3



NOTES rd rnr FINANCTAL STATEMENTS (Continued)

1. REVENUE

Tavevo Water and Sewerage Company Limited
Annual
For the

and Financial Statements
ended June 2021

2. COST OF SALES

3. GRANTS

Water sale 269.522.89s 234,783,r20

Meter rent I1,528.83s 10,635,580

Less: Value added tax on gross sales

Total 2E1,051,730 245,418,700

Bulk water fees 63,794,206 65,' '67,694

Electricity pumping
I

69,028,307 44,( 138,989

water treatment 2.253.699 1,2 36,436

Abstraction feed 1,855,800 1,8 55,800

Total 136,932,012 ttz,898,919

Water Sanitation Development Project (I.D.A) Funding Through
County Governpent

239,441,312 45 )15,440

Water Sector Trust Fund UBSUP Mwatate 7,057,780 3,1
"96,725t2 095,396Water Sector Tlust Frurd Nyangoro Maktau Water project 77,096,024

Water Sector Tpst Fund- Conditional Liquidity Support Grant 47,324,559

Water Sector Trust Fund- Community Led Total Sanitation 391,267
Water and Sanitation Development Project- Abbreviated Resettlement
Action Plan 1,500,000

Water Sector Trust Fund- Maktau Public Sanitation Facility 3,585,898
ITotal 376,396,840 6l'007,561

t4
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Tavevo Witer and Sewerage Company Limited
Annual Reports and Financial Statements
For the ended June 2021

NOTES TO FINANCIAL STATEMENTS (Continued)

INCOME

s. (a) ADMINSTRA TION COST

4.

Bowser I 1,189,350 6,449,738

ServicesExhauster 144,s00

Illegal Connections 338,585 701,510

Meter Replacement 126,565 142,500

13,500Meter testing 36,500

New Connection 5,031,320 4,079,198

Reconnection fdes 1,314,400 2,205,600

Rent 40,000

4,600 800Termination fee

Total 18,185,820 13,632,846

Advertising & Awareness 2,661,231 1,232,443

Airtime Allowance 2.096.960 1,754,100

10,000Awards to retired staff

Burial expenses 72,100 225,900

Commercial Monitoring & evaluation 30,000 76,827

Contracted Guards 6,105,600 4,843,200

Corporate soaial responsibility 170,000 59,022

Covid 19 mitigation measures 1,019,440

Customer care & public relation 897.650 346,822

15
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Tavevo Water and Sewerage Company Limited
Annual
For the

and Financial Statements
ended June 2021

atlon assets 1 177,811

10,271,44444,365,149Depreciation fc r Tangible assets

944.074 2,147,593Electricity

635,000Endyear gift vr luchers

702,s641,672,380Entertainment r L Office meals

1,226,990632,800ICT equipment & software maintenance

1,283,885Insurance non-motor
1,712,0901,417,399Internet & web ;rte expenses

38,210 26,128Managing Dire :tors office
202,680590,160Manbership fe ]S

39,480 39,120Newspapers
I

2,293,4824,048,349Office& gener€ I
53,335170,695Postal services

28,469 49,765Publishine & p :inting

l6 1,328 6,200Refrrbishment & maintenzmce of assets

394,000381,000Rent & rates I

3,266,576 2,845,327SMS Billine & maintenance
1,243,96137,900StaffUniforms
389,326Wasco games

World Water dr ry

4.357,012 1,725,970icalElectro-mechar

34.245.548 15,562,837Maintenance o1
'water supplies

Sanitation Serv ICES

750,000 3,425,045Lesal fees

464,000 464,000rdit feesProvision of Ar

KUCFAW-fon ner staff
102.3ss.290 76,148,239StaffCost (note 5.B)

I

5,076,0746,835,546Directors Emol uments (noteS.C)

1,728,040 2,018,565Bank Comrniss ion & charges

4,074,611 14,855,526Lease fees CW WDA
10,517,93110,780,917Wasreb Levy

I

9,036,5454,216,988KRA Bills

Legalization of water resources & NEMA

TariffRenewal
7,984,58822.2t8.607Transportafion, travelling and subsistence

109,650426,100Hire of transport plant & equipment

8,685,570 6,600,132icantsFuel oils & lub
5,050,9437,808,655Maintenance ol 'motor vehicles
1,679,1061,131,941Insurance costs

ISTransport clain

Transfer to W T.F T-]BSUP

16
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Annual
For the
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and Financial Statements
ended June 2021

5,087,592I 799

W.S.T.F Led Total Sanitation

Water Development Project- Abbreviated
Plan

W.S.T.F 527

Total I 200,608,300

309.040

306.080

17
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NOTES TO TKE FINAN

5.8 STAFF COSTS

CIAL STATEMENTS (Continued)

71.462,885 55,921,004Salary

3,451,678Leave allowanQe 5,140,030

t7,564,240 6,090,931Gratuity/Pensi< In

1,979,994Pension arrezrs 308,104

7,553,917Casual wages 6,056,031

Training exDer ses 1,566,000 790,975

Staffmedical

Recruitment c< rst 259,000 359,740

ITotal 102,355,290 76,148,239

The average number of employees at the end of
the year was:

Permanent employees - Management

t4 l4Permanent em ployees - Union sable

177 122Temporary an, contracted employees

Total 191 136

271,473Chairman's }]onora.ia 420,000

Board of Dir&tors Airtime 294.000 343,000

6,121,546 4,461,601Other Directoirs allowances

5,076,074Total 6,835,546

EMOLUMENTS

18
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NOTES TO FINANCIAL STATEMENTS (Continued)

TAX (CREDTT)
Current

(b). Reconciliation oftax expense/ (credit) to the expected tax based on accounting

6.

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

44,330,921 7,965,566

Current tax: prior year under/(over) provision

Current year ( lefened tax charge

Prior year under-provision for deferred tax

Total 44,330.,921 1,965,566

Profit before taxation 147,769,737 6,551,888

I

Tax at the applicable tax rate of 30o/o 44,330,921 1,965,567

Current {
Prior year under-provision
Tax effecds of expenses not deductible for tax
purposes

Tax effects of income not taxable
Tax effec1

depreciati
of excess capital allowances over

Deferred tax prior year over-provision

Total 103,438,816 4,586,322
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NOTES TO THE FINANCIAL STATENIENTS (Continued)

7. Property', Plant and Equipntent

36,777,107 86,532,7714,376,335 29,t83,820 2,363,505 3,664,889 5,406,291
Cost as at 1-07-
201.9 4,826,834

3,220,000 29,9s2,97919,131,804 457,070 2,141,066 1,482,000 57s,060Additions 19/20 1,962,291 983,688
5,406,287 38,193,107 s7s,060 3,220,O00 t76,485,7505,789,125 5,350,023 48,31.5,624 2,820,57s 5,805,955As at 1-07- 2020

77,434,O77 7 18,550 139,750 76,747,266 81,700,000 254,228,219Additions 20l21 1.,477,344 1,6,O7L,292

77,322,326 84,920,000 370,713,9692L,43L,3L5 t25,749,64L 3,539,125 5,945,705 5,406,28t 38,L93,L07
As at 30-06-
2021 8,206,469

Depreciation

79,678,219 2,256,380 2,650,977 534,303 3,222,549 80s,000 36,572,518As at 1-07-2020 4,314,327 3,71,0,763

27,230,000 44,365,1.492,678,91.4 15,718,705 442,391. 7 43,213 135,L57 954,828
Charge for the
year 2027 2,461,947

80,937,6675,789,677 35,396,924 2,698,77L 3,394,L91 669,460 4,L77,375 22,035,000
As at 30-06-
202L 5,775,268

77,322,326 62,885,000 289,776,3O27,430,201 90,352,717 840,355 2,551,515 4,736,82t 34,0L5,737

4,871,978 34,970,558 575,060 2,475,000 79,913,2322,474,798

15,641,638

2,249,260 28,637,40s 5 64,19 5 3,154,978

NBV at
30.06.2021

NBV at
30.06.2020

20
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Tavevo Water and Serverage Company Limited
Annual Reports and Financial Statements
For the year ended June 30,2021

NOTES TO THE FINANCIAL STATENIENTS (Continued)

Note: Components of the Work in progress (W.I.P)

Cost as at 1-07-2019
575,060Additions 19120 575,060

575,060As at 1-07-2020 s75,060

3,580,455 76,747,266Additions 20121 70,637,753 2,535,058
2,535,058 3,580,455 77,322,326As at 30-06-2021 7L,206,8L3

Depreciation

As at 1-07-2020

Charge for the year 2021

As at 30-06-2021
77,322,326NBV at 30.05.2021 7t,206,8t3 2,535,058 3,580,455

575,060NBV at 30.06.2020 575,060

2l



Tavevo Water and Sew'erage Company Limited
Annual Reports and Financial Statements
For the r ended June 30 2021

NOTES THB FINANCIAL STATEMENTS (Continued)

7. (b) Property, Plant and equipment at Cost

8. INTANGIBLE ASSETS

4,736,821s,406,281 669.460Buildings
5,789,677 15,64 r ,638Plant and machinery 2t.431,31s

62,885,00084.920.000 22,035,000Motor vehicles, inclLrding
motorcycles

t.430.2016,776,268Computers and related
equipmedt

8.206,469

5 5 I 5 I 5)5,945,705 3.394.191Office equiprnent,
furniture, and fittings

90,352,71735,396,924Meters 125,749,641

2.698.771 840.3553,s39,12sFurniturJ & Fittings

4,177.376 34,015,731Water di$tribution systerns 3 8, 1 93.1 07

77,322,32677,322,326W.I.P W.S.T.F

289,776,302370,113,969 80,937,661

ICOST
5.342.946.00 4.150.244.00At Jutly I

592,102.00442,020.00Additions

Transfer to investuent property

Disposal$
5,3-12,9-16 I5,784,966.00At JLrne J0

AMORTISATION
(4,031,498) ( 3,859,687) IAt July I

( r77.81 r)( r32,606)Charge for the year

Transfer to investtnetrt property

Disposal!

(1,0J7"198)(.1,170,10;l)At June f0

NET BOOK VALT]E
1,614,862.40 1,305,-l{ttAt Jr-ure 30

22
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Tavevo Water and Sewerage Company Limited
Annual Reports and Financial Statements
For the )'ca r ended June 30. 2021

NOTES TO THE FINANCIAL STATEMBNTS (Continued)

9. (A) TRADE AND OTHER RECEIVABLES

9. TRADE RECEIVABLE

348,262.414 291,884,383Trade recEivables (note 9(b))

Deposits and prepayments
702.7551,894.329Staff receivables (note 9 (c))
1,783,6743.828.6 r 5Taita Tav{ta County receivable

240;728240.128BOD Receivable

158.642640.555StafT Irnl]rest

18.t50 r8"150Kenya Cfrnrnercial Bank

32.46132,,161Pan-African Ir.rsurarrce co. Ltd

294,820,794354,917,252Gross trade and other receivables

Provisiorl for bad and doubtful receivable

354,917,252 294,820,794Net trade and other receivables

348.262.414 291.884.383Cross tr4de receivables
Prov isioh for cloubtfLrl receivables

348,262,414 291,884,383

at tr*[:0, tn" 
"geing 

analysis of the gross

trade receivables was as follows
19,060.705 17.197.341Less than 30 days

14.255.74213,649,52eBetween 30 and 60 days

12.657.91312,8s0.s77Between 6l and 90 days

t0,966,71 87.506.140Between 9l and 120 days

236.806.669295,195,463Over l2b davs

2gl,884,383348,262,414
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Annual Reports and Financial Statements
For the year ended June 30' 2021

NOTES TO THE FINANCIAL STATEMENTS (Continued)

9. (C) STAFF RECEIVABLES

IO. SHORT.TERM DEPOSITS

II. (A) CASH AND CASH EQUIVALENTS

702.7551,894,329Gross stat'f loans and advances

Provision for impairrnent loss

1,891,329 702,755

702,7551,894,329

702,7551,994,329Amounts due after one year

46.000 46.000Depos,t,eceivable - Rented property

46.000;16,000

23,634,0527.506.17',7Current .A,ccounts

123.58-s609.800Mobile lronev accounts

47.393.4013 r.584.930n-j".@.orlt.
90.s5588.745Cash irr Hand

71,241,59339,789,652
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

ll. DETAILED ANALYSIS OF CASH AND CASH EQUIVALENTS

a). Current Accounts

8.359,093
0t1362

ve Bank - Customer deposit a/c
)57300

780.069

I t3.529 2.913.280Equity bank a/c- 0190299925910

8. I 07.23 3KCB-coll :ction a/c-l 108161227 2,8t8,23t

367.219 1,295,99eKCB-expr :nditure a/c- I I 08 161332

3.385.073 2.6s9.688Posta Pay

42.055 298.159Post Bar-rk a/c-07441300 I 3575

7,506,177 23,634,052Sub-Total
i

b). Mobil e money accounts

609.800 12i,585M-PESA Paybill-913350

t 23,585Sub-Total 609.800

gct accounts(c ). Proj
) J7) 32.121,548K.C.B. \A SDP a/c 1242765387

25,166,',736 I 1,5 16,906K.C.B WSTF Maktau alc 1261146727

3,t54,947KCB W.$.T.F UBSUP alc 1268029814 3.94t.196

892.895Co-operative Bank - ARAP alc 0l141220951302

STF C.L.S.G alc 1282488406 1.217,257K.C.B W

Co-operative Barrk - W.S.T.F C.L.T.S a/c
0t t4t22p9s7300

80.002

Co-oper{tive Bank -W.S.T.F P.S.F a/c

ot t4t22bss730t
281.81 r

31,58-1,930 .17,393,401Sub-Total

(d). Cash in Hand
90.555Cash in I land-Cashier 88,74-5

90,555Sub-Tol al 88,745

39,789,652 71,241,593Grand Total
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

12. ORDINARY SHARE CAPITAL

13. FAIR VALUE ADJUSTMENT RESERVE

14. RETAINED EARNINGS

15. LONG TERM LOAN

16. C'iIJSTOMER DEPOSIT

t00.000r00.0001,000 orpinary shares of Kshs. 100/: par valrre

each

97.214.63691.2t4.636Fair value adjustrnent reserve

(272.832.693)(125,062.956)Retained earnings

5.983.542faita Taveta Couttty Governtnent

22.66t.52028.015.406Refundable water connection deposits

r3,740,45828,796,019Service Gratuity

I7. SERVICE GRATUITY
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Annual Reports and Financial Statements
For the ycar ended June 30,2021

NOTES TO THE FINANCIAL STATEMENTS (Continued)

18. coAsr WATER woRKS DEVELOPMENT AGENCY (C.W.W.D.A)- LEASE

FEES

19. TRADE AND OTHER PAYABLES

138,777,739t29.397,8t6Coast Water Works Development Agency-
Lease fee!

415,625,323 359.676,582Coast Water Works Development Agency
Bulk wat{r supply

5 1,788,41983.564,5 r8Other payables

4.860.0005.324,000KENAO fees

13,683.9829.472.119

t3.620,58 | 11.596.217Payroll Liabilities
76.60676.606KCB payhble

441,681,866527,683,147
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Tavevo Water and Sewerage Company Limited
Annual Reports and Financial Statements

r ended June 2021

NOTES THB FINANCIAL STATEMENTS (Continued)

ES TO THE STATEMENT OF CASHFLOWS20.

21. RE TED PARTY DISCLOSURES

(a) County Government

The Cor.rrrty Goverrrnreut of Taita Taveta is the principal shareholder of Tavevo, holcl

100% of the entity's equity interest.

Other related parties include:

i) The Parent County Governrnent department of Water, Environment, climate

change and sarritatign.
ii) The Board of Directors.
iii) The Management.

Reconciliation of operating profit/(loss) to
generated from/(used in) operationscash

(a)

6,551,888141.769.737Operating profi ti( loss)
10.271.44444.365,149Depreciati )lt

177.8t I132.606Amortizat olt
(Gain)/los:
equipment

; on disposal of property, plarrt and

17,001,143192,267,492Operatinl
changes

profi t/(loss) before workin g capital

(b) Analysis of changes in loans
5,983,5425.983.542Balance at beginning ofthe year

Receipts during tlre year
(s,983,s42)Repayments dr"rring the year

Repaymer ts of previot"ts year's accrued interest

Foreign er change (gains)/losses

Accrued ir rterest
5,983,542Balance a t end ofthe year

(c) Anal ysis of cash antl cash equivalents
7l.l 5 I ,0381.506.111Cash at ba ruk

90.55588.745ndCash in ha

3 r.584.930Project accoLlnts

609.800Mobile nloney
7 1,241 ,59339,789,652Balance a t end ofthe vear
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tona) Key management compensat

6,835.546 5.076.07 4I )irectors' erlol uments
( )ompensation to the Managing Director

)ompensatiorr to key Management(

5,076,0746,835,546lotal

Tavevo
Annual
For the

NOTES

Tra

22. SUR

THE FINANCIAL STATEMENTS (Continued)

with related par(ies

PLUS REMMISION

s made during the year is attributed to corrditional Grants received during the year

nt stake holders and partners. T'avevo therefbre did not rernit any surplus as required

TION

rnade during the year is attributed to conditional Crants received durirrg the year our

26.

The fin statements are presented in Kenya Shillings (Kshs)

The surplu

our differel

law.

23. TAXA

The surpl

29

different stake holders and partners. Tavevo therefore did not remit any tax as required by law.

24. NVdNTS AFTER THE REPORTING PERIOD

There *"rd no rnaterial ad.lLrsting and non- adjusting events after the reporting period.

25. ULTIMATE AND HOLDING ENTITY

The entity is a Water service provider under the County Governmetrt of Taita Taveta.

h
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l: PROGRESS ON FOLLOW UP OF AUDITOR RECOMMENDATIONS

noted all the issues as observed by the Auditor general in the previous audit

the year 1912020. However we are yet to receive the Audited Annual reports and financial
for the flnarrcial year errding June 30, 2020.
audit process lnanagelnent noted the various issues raised by the Office of The AudDuring

General have put to practice all the lessons and observation learnt from the previous period

Managem has also rnade efforts to clear the Queries from inaccuracies of the financial
state UFW, asset taggirrg, Customer deposits and have actually paid back the long

County Governrnent loan.

H
frl-1g ts
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APPENDiX II: PROJECTS IMPLEMENTED BY THE ENTITY
Projects implemented by Tavevo water and sewerage Co. ltd Funded by developrnent partnert utial

or the Government are as previewed below;

20t0512019 Yes YesIDA Credit
no. 60300

World
Bank

5 years

Water Sanitatidn
Development Project
(l.D.A) Fr"rnding

Tlrror-rgh Cor"rngr

Governrnent

Yest2
months

t t il212019 Yes
Water Sector Trust
Fund UBSUP
Mwatate

02HS/CWW
DA/TAITA

TAVETA/TA
VEVO/012

w.s.'f.F

YesI I lt2l20l9 YesRUP/CPI/I/
w/006/004

w.s.T.F' 12

months

Water Sector Trust
Fund Nyangorg
Maktau Water
prolect

Yes26t0v2021 YesN/A W.S.T.F 72

months

Water Sector TrLrst

Fund- Conditional
Liquidity Support
Grant

Yes YesW.S.T.F 1.2

months
nil2t2019

Water Sector'lhust
Fund- Cornnrur\ity
Led Total Sarritation

RUPiCP I/I/S
10061023

Yes Yesw.s.T.l-' 1.2

months
I I lt2l20l9

Water Sector Tnust

Fund- Maktau PLrblic

Sanitation Facility

RUP/CPI/I/S
100610ts

3r
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Status of ,jects completion

2.s00.000,000 2.s00,000,000
\

Bar

/ord
K IDA

Water Sanltation
Developrnfnt
Project (l.D.A)
Funding Through
County
Governmeht

2,500,000.000 284,454.320 I l9',o

11,214,223 11,214,223 w S.T.F
Water Sector
Tn-rst F'und

UBSUP Mwatate
17,214,223 1,013,210 4t%

80,814,444 w S.T.F80.814.1.r+ 10,470,050 87% 80.814.444

Water Sector
Trust Fund
Nyangoro MaktaLr

Water prolect

S.T.F39%

47,324,559 47,324,559

W

Water Sector
Trust FLrnJ-

Comrnunit! Led
Total Sanitation 798,340 311,26s

58%

5,717,833 5,717,833

w.: T.F

Water Sector
Trust Fund-
Maktau Public.t-
Sanrtatrort taclllty 5,717,833 3,302,087
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