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Anndal Reports and Financial Statements
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KEY ENTITY INFORMATION

|
Githufiguri Water & Sanitation Company Ltd was incorporated under the Companies Act (Cap. 486) on 24"
April 12007 and Was appointed by Athi Water Services Board (a state corporation) as an agent for the
provisgon of cf’ﬁciﬁnt and effective water and sanitation services within Githunguri district & Lower Lari. It is
currenfly 100% owned by County Government of Kiambu.
Principal Activities

| |
The ptlincipal activity of the entity is provision of water services to residents who are under our area
of jurigdiction. |

Directors
The D*cctors whj‘l served the entity during the year/period were as follows:

|
Directors Name [ Position Date of Appointment
1. Prof] Bernard K Njoroge Chairman 2018
2. Mr. James Mur ]pki Member 2018
3. Eng JAndrew M iligai Member 2018
4. Mr Samuel Gatama Member 2018
5. Mrs tmma Ng%g‘a Member 2018
6. Profletcvcn Nj&;una Member 2018
7. Bishlp Solomo*' Waweru Member 2018
8. Mr T*llungu WaMunywe Member 2018
9. Mr L‘i}minic Ga hmnja Member 2018
10. Dr Martin Njo%u Member 2018
11. Mr John Mutie E Member 2019
Corporite Secret
Josephire Muritu
P.O. Box 2344-00900

Kiambu L

Registered Office |
Githungdri Water & Sanitation Company Ltd
Githungdri Town Next to Police Station

P.0.Box 823 - 00216.
Githunguiri

w
[
Corporate Headquarters

Githunguti Water &|Sanitation Company [.td
Githungufi Town Néxt to Police Station

P.O.Box 823 - 00216, Githunguri
|

i




Githunguri Water & Sanitation Company Ltd
Annual Reports and Financial Statements
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Corporate Contacts

Telephone: (254) 700484034/731554433
E-mail: githunguriwater@yahoo.com

Corporate Bankers
Kenya Commercial Bank-Githunguri
P.o Box 1 00216
Githunguri

Equity Bank Ltd-Githunguri
P.O Box 1100216
Githunguri

Kiambu Unity Finance —-Kagwe
P.O Box 268-00900
Kiambu

GDC Sacco Ltd-Githunguri
P.o Box 896- 00216
Githunguri

Safaricom Limited
P.O Box 66827 — 00800. Nairobi

Independent Auditors

Auditor General

Kenya National Audit Office
Anniversary Towers, University Way
P.O. Box 30084

GOP 00100

Nairobi, Kenya

Principal Legal Advisers

[.  The Attorney General
State Law Office
Harambee Avenue
P.O. Box 40112
City Square 00200
Nairobi. Kenva
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2/ THE BOARD OF DIRECTORS

. Name: Prof. Eng. Bernard Njoroge

2. Position: Chairman

3. DoA : 2018

. Qualification: Ph.D Duke University (U.S.A); M.Sc. New Castle Upon Tyne (U.K):
.Sc.(U.O.N.), Civil Engineering Eng.; M.ILE K.

-Work Experience: DVC Finance University of Nairobi, U.O.N Professor Faculty of Engineering
om year 2002

Name: John Mwivithi Mutie

Position: Chief Officer Water and Director

'DoA: Ist March 2019

Qualification: LLB (UoN); CPS(K)

Work Experience: Worked with the defunct local Authorities as town clerk/County Clerk in

rious Local Authorities. Served as County Assembly Clerk/ Secretary to County Assembly of
mbu. Currently on secondment to County Executive as Chief Officer Department of Water,

vironment, Energy and Natural Resources. Also assignment Department of Administration and
Public Service as the Acting Chief Officer

I.Name: Josphine W. Muritu
2.Position: Company Secretary

3:1DoA: 2018
4.Qualification: LLB (UoN)
5i

ork Experience: Worked with Kiambu County Government Senior Legal Counsel, Assistant
Ditector (Quality Assurance, compliance and Accreditation), Assistant Commission Secretary (Legal

Affairs), Assistant Counsel Mwaniki & Company Advocates, Counsel Musyimi & Company
Advocates
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1. Name: Prof Steven Njuguna

2. Position: Director

3. DoA: 2018

4. Qualification: Phd, Msc, Bsc(1™ Class Hons) Environmental Science, Diploma in Education
5.Work Experience: Kenvatta University, Faculty of Environmental Studies

1. Name: Mr. James Gitau Muriuki

2. Position: Director

3. DoA: 2018

4. Qualification: Bachelor of Science in Chemistry/Biochemistry, Msc. Environmental Health
Engineering

Sector: Representative of Water Consumers

S5.Work Experience: Ministry of Water and Irrigation, Technical Consultant on Water and Waste
water Treatment and Quality Analysis: Environmental Audits, Environmental Impact Assessiments
(EIA). '

1. Name: Samuel Gatama

2. Position: Director

3. DoA: 2018

4. Qualification: Business man, S | Teacher

5.Work Experience: Retired teacher over 30Years Experience

1. Name: Eng. Andrew Muigai

2. Position: Director

3. DoA : 2018

4. Qualification: Bsc Civil Engineering UON

5.Work Experience: Director Kenya Industrial Research and Development Institute
Entrepreneur Engineer and Management Consultant

Vi
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|

1. Name: Emma Waithera Ng'ang’a

2. Position:

3. DoA: 2018

4. Qualification: Msc Corporate Entrepreneurship

5.Work Experience: 40 years’ experience in Business and Marketing

1. Name: Ndung'u Wa Munywe

2. Position: Director

l 3.DoA: 2018

4. Qualification: Bachelor of Arts, Advanced Public Administration
| 5.Work Experience: Worked with UON as Senior Administration Assistant. Ministry of Water and
1 Ministry of Commerce

| |

1

/1. Name: Dominic Gachanja
. Position: Director
3. DoA : 2018
4. Qualification: Doctor in Pharmacy

-Work Experience: Businessman Thika, Board Member Land Control Board

. Name: Bishop Solomon Waweru

. Position: Director

. DoA: 2018

. Qualification: Retired Public Officer

.Work Experience: Bishop of
Church- Representative of NGO

|

|

Name: Dr. Martin Njogu Mbugua
Position: Director
3. DoA : 2018

4. Qualification: Doctor of Philosophy - Chemistry
qJWOrk Experience: Lecturer and researcher, Department of Chemistry/UoN

-
-

‘ vil
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MANAGEMENT TEAM

JOSEPH MWANGI WANJOHI- REGIONAL
DIRECTOR

Joseph  Mwangi holds a BSC in Civil
Engineering (JKUAT)

He is responsible of monitoring and assessing
management’s performance

Ensuring that the company complies with the
legal and governance framework of the
company

Ensuring institutional transformation in
accordance with corporate strategy

CHARLES WAHOGO MUIRU -
FINANCE & COMMERCIAL
MANAGER

Holds B.ED Accounts & Economics (U.0.N)
and CPA IV

Oversees implementation of accounting and
financial management system and oversees all
the accounting function including: cash flow
management.,  revenue  collection, and
budgeting

CPA ALEX MURAGU WARUHIU -
ACCOUNTANT/ AG.HUMAN
RESOURCE MANAGER

Holds CPA(K) and Registered with ICPAK
Preparation of reports & Financial statements
Preparation of payroll & Logistics issues
Human resource function

JOSEPH MWARI KINGORI-
AG.TECHNICAL MANAGER

Holds a Diploma in Water Technology
Oversee distribution of sustainable & quality
water supply and maintenance of distribution
networks

viii
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o long way in pmvndmg aduquatu water from nyanduma ward to the lower sides of
Two boreholes namely Kitatina and Thuita are currently being used as
boreholés and "Ihunld off take is likely to be decommissioned thus reducing power

| of the Board (AWSB). Matimbei weir located in Kiriita Forest was successfully
improved and we Eare now serving Matimbei. Kagaa and Kamburu from this source. However, this
ir required to be desilted mechanically to increase storage capacity.

‘ Mukuyu Wcir Construction

“the financial year 2019/2020 construction of the weir had been completed. The weir
t 4000m*/day to a proposed Water Treatment Plant so as to augment water supply
van. Currently, Githunguri relies on Borehole sources. The gravity source and
treatmeént works once complete will help in decommissioning of about three Nairobi off takes hence
reduce Jover reliance on  outsourced water from Nairobi off takes. Feasibility study for the Water
Treatmént Construction has been completed and we are now awaiting the donors™ concept to proceed
once Dhnida Govérnment clears the way. It is expected that the implementation works will start by
the beginning of 2021.

I woul
and valgable contr bution to the company. I would also like to thank the management and the staff of

take this @pportunity to record my gratitude to my fellow board members for their support

the company for| their commitment. strength and dedication towards the company. To our

irs | express my heartfelt gratitude for your continued support. Last but not the

would alsol thank our stake holders for their support and loyalty and assure them of our
|

develo
least |

determifjation to camtinually improve the quality of our services

1X
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4. REPORT OF THE MANAGING DIRECTOR

At the end of the financial year 2019/2020 focus was mainly pursuing budgeted gravity water systems
development. These included: Completion of Komothai Water Supply, Completion of Mukuyu weir
to serve Githunguri Town and the environs and County Integrated Development Projects

With increased coverage from gravity water sources the organization would be able to meet its
obligations to both the customers and other key players at a much lower cost hence progressively
move towards sustainability.

Financial Performance

During the year ended 30th June 2020 the company’s revenue increased from ksh 55.611.376 to ksh

61.310.254 while the expenditure increased from ksh 64.071.067 to ksh 67.743.861. The increase in

cost was due to increased Administrative cost for Implementation of new billing system and Covid 19

expense. The net effect is that the company made a deficit of ksh 6.433.607 compared to deficient of

ksh 8.459.691 made in the previous financial period and we assure our stakeholders that we shall

cnsure the projects operate efficiently to minimise the costs while we maximize on revenue

collections

Challenges faced during the financial year were:

e The company relies partially on pumping systems and outsourced waters from Nairobi Water

e The Water infrastructure is dilapidated due to age and as a result. supply in some areas is
unreliable

e Very high cost of producing water mainly due to bulk water purchases from Nairobi Water.

e Limited financial resources to fund rehabilitation and expansion of water services infrastructure.

® Debt collection remained a challenge. The main challenges being faced in debt collection are:
Tracing of debtors some of whom have died or are no longer residents of the area. obsolete
entities like community water projects that have since died or no longer exists despite having
owed Giwasco and also the effects of the Covid 19 pandemic posed a great challenge in revenue
collection.

¢ Non-Revenue Water remains a challenge mainly attributed to destruction of pipes due to road
works construction across the area of jurisdiction. Illegal tapping’s by people purporting to be
supplied from Community Water Projects especially in Komothai.

e Expired tariff and license. We are working closely with WASREB for review of the same.

The challenges at hand call for great improvement of existing systems and construction of new ones and |
believe that with the assistance of our stakeholders this problem would be addressed.

Water is now a Constitutional Right and this may pose a challenge in our endeavour to serve the underserved
in line with Sustainable Development Goals.

Signed for the company

ﬁc Managing Director
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. REVIEW OF GITHUNGURI WATER & SANITATION COMPANY LTD
PERFOMANCE FOR FY 2019/2020

Performance rep ort 2019/2020

|
The year 2019/2020 had both major improvements and challenges for Githunguri water & sanitation
Compgny. Though the COVID 19 pandemic threatened to stop most of the progress being made, Giwasco was
able tarespond wdll and overcome some of challenges.
Belowlfind highlighted the achievements and challenges during the 2019/2020 period.
Achieyements |

I. | Reduced Non-Revenue Water

In this per od the Non-Revenue water reduced from 61% to 53%. This was as a result of the efforts
from the NRW team of house to house surveillance. This resulted in unearthing illegal customers,
metering At rate connections and replacing of faulty & stuck meters.

COVID 19 interventions.

During thel pandemic period. Giwasco identified and constructed 54 hand washing points in the bus
stations, miirket places and other crowed places. The points were replenished with water and soaps
every threeldays.

3. JIncrease inbilling

During thi§ period. the billing increased from Kshs 55.611.376 to Kshs 61.310.254 during the
reporting périod. This was attributed to change in the billing system and meter reading system which
enabled Mabile meter reading.

4. Water pipe ne extensions.

uring the period extension of pipelines to Gathiru-ini, Kibaburi & Gitombo arca were done; these
reas were previously not served.

]

J

Challen

I. Bulk water purchases
Bulk water ppurchases from Nairobi water have always increased our cost of production to a huge
xtent and this necessitates for gravitating water from our own sources through funded infrastructure.

2. Revenue collection.
uring the COVID 19 pandemic period the collection efficiency was affected thus further straining
¢ operatioial budget.
. i
3. Non-Revenug Water.
Yon-Reventie Water remains a challenge mainly attributed to destruction of pipes due to road
yorks construction across the area of jurisdiction. This posed a huge challenge especially when
stribution mains were damaged as high volumes of water were lost in the bursts leading to high
RW
a) QORPORATE GOVERNANCE STATEMENT

The Company regard§ good corporate governance as crucial to the success of the business and is committed to

practice if so that it femains a sustainable and viable business. This Statement sets out the main corporate

governande practices find structures in the Company.

The following Corporfite governance guidelines and principles are applied in the Company to govern directors
WASREB! | guidelines on Corporate Governance for Water companies specify best corporate
principlesiand others like the Code of Ethics for directors and the Public Officer Ethics Act, 2003

to public dfficers.

and staff;
governan
that appli

X1
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Directors exercise independent judgment and professional competencies for effective governance of the
Company as set out in their terms of reference which clearly spells out important governance arrangements
covering appointment of directors. '

The Directors’™ Code of Conduct sets out rules that govern the conduct of individual directors in order to
enable the Board to operate effectively and in the best interests of the Company. The Code of Conduct sets
out rules for directors to among others: act honestly, in good faith and for the best interest of the Company,
exercise duty with care and diligence. avoidance and management of conflict of interest, maintain
confidentiality of information about the Company, showing commitment to and attend to Company’s business
and respect to fellow directors.

Composition of the Board of Directors

The Board comprises ten Directors, including the Managing Director. The composition of the Board of
Directors takes into account requirements of the water sector, diverse mix of skills, age, gender. qualifications
and experience necessary to achieve the Company’s goals and objectives.

Conflict of Interest

Directors are required to make a written disclosure of any transaction in which they have interest and which
would constitute a conflict of interest and to abstain from voting when such matters are being considered.
Business transactions with all parties, directors or their related parties are carried out at arms” length.

Role and Responsibilities of the Board

The Board provides leadership and strategic direction to the Company. Their main responsibilities are:

e Establishing the short and long-term goals of the Company and strategic plans to achieve those goals:

e LEnsuring preparation of the annual and half-year financial statements:

e Approval and review of the annual budgets;

e Setting and periodically reviewing key performance indicators and management performance;

e Ensuring that the Company has adequate systems of internal controls;

Ensuring that the Company has adequate risk management plans to ensure business continuity.

Role of Chairman of the Board of Directors

The Chairman is primarily responsible for providing leadership to the Board, Chairing Board meetings and
general meetings of members. The chairman also ensures that the Board is supplied with timely and sufficient
information to enable it to discharge its duties effectively.

Managing Director

The Managing Director is the chief executive of the company responsible for the day to day management of
the Company.

Directors Training and Development
The Company recognizes the importance of having a well informed and fully empowered Board of Directors.

In this regard, relevant training and capacity development opportunities are organized to equip directors with
skills and knowledge necessary to effectively perform their responsibilities.

X1



electrigity where We gravitated water to Kiratina, Mihuko & Thuita and put boreholes on standby also

minimiged bulk water purchases.

consolidation of water companies in Kiambu County
ol | . . .
Material arrears in statutory/financial obligations
We havd the following as the material balances in the year under review are as follow;
|
. Leaséd Fee to AW\V’SB Kshs 15.541.893

Regulatory Levyito Wasreb Kshs 4.547.251
Abstréiction Levy to WARMA Kshs 4.617.160

Xiii
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c)

CORPORATE SOCIAL RESPONSIBILITY STATEMENT/SUSTAINABILITY
REPORTING

During the financial year the company did a lot of corporate social responsibility activities. This was
geared towards helping the communities that we serve and provide water to.

The following were some of the activities that the company did in the different areas.

)

Employee welfare

The company during the financial year made sure that it provides protective gear to all the
staff. We also provided masks and sanitisers to all our staff so as to contain spread of covid
19. We also paid for staff statutory deductions for all the employees and they are up to date

Market place practices

The company provided water tanks to the following market places so as to ensure that peoples
visiting the market wash. E.g. Githunguri, Kwamaiko and Kagwe markets

This ensured that there is adequate water for people to wash their hands. It also ensured that
we are able to make sure that we contain spread of covid 19.

We also made sure that there was competitive bidding and timely payment of suppliers.
Community Engagements
The company provided water to the community surrounding us. We provided water tanks and

hand wash points in the following areas so as to ensure that the community around those areas
have water. The areas are: Githunguri. Kwamaiko, Kagwe, Githiga, Ikinu and Gathiruini

X1V
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d) REPORIT OF THE DIRECTORS

The Mirectors subimit their report together with the audited financial statements for the year ended June 30,

2020 W

Princ

Results

The net
results |

Directo

1 To exercis

hich show ithe state of the company affairs.

i JL activities for which the Company was established are: -

To supply Water and Sanitation Services to the residents of Githunguri District/Sub county
and lower part of Lari District/sub County and to manage the assets belonging to Athi Water
Services Hoard and the assets shall not be subject to any resolution of the Company or that of the
County Gdvernment of Kiambu

‘

e overall control over the sources and supply of water and in particular, to conserve,
redistribute and to augment those water resources, including sinking boreholes, and to make,
build andjconstruct, lay down and maintain reservoirs, waterworks, cisterns, culverts, filter-
in and other pipe and appliances. and to execute and do all works and things
necessary or convenient for obtaining, storing, selling. delivering, measuring and distributing
water, or dtherwise for the purposes of the Company

- and distribute a constant supply of potable water for commercial. industrial and
Irposes.

To provid
domestic

wards in Githunguri sub-county namely Komothai, Ngewa. Githunguri, Ikinu and Githiga.
r]'wo wardg in Lari Sub-County namely Kamburu and Nyanduma wards. Within these wards,
e have argas currently not served with water but are incorporated in the development plans
b both thg National and County Governments for consideration for expansion of water
§ervices into those areas. We also have about 7 community water projects also offering water
fervices within this area but the community water projects are yet to register with Giwasco.

1

k | Sa s sy - " : =
sss for the lyear of Kshs 6,433,607 million and has been deducted from the retained earnings. The
the year age set out fully on pages | to 26 in the financial statements.

Ly

The members of the Board of Directors who served during the vear are shown on page iii In accordance with
Regulation of the company Articles of Association.

Business bverview

During

61,310,258 while the
was due o increas
expense. {l'he net ef
Kshs 8.439.691 ma

the vear endgd 30th June 2020 the company’s revenue increased from Kshs 55,611.376 to Kshs
xpenditure increased from Kshs 64.071.067 to Kshs. 67.743.861. The increase in cost
d Administrative cost for Implementation of new billing system and Covid 19
ct is that the company made a deficit of Kshs 6.433.607 compared to deficient of
> in the previous financial period.

XV
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Auditors

The Auditor General is responsible for the statutory audit of the company in accordance with the
Section 15 of the Public Finance Management (PFM) Act, 2012.The company’s auditors, Office of
Auditor General continue in the office in accordance with public Audit Act 2015

Relevant audit information

The Directors in office at the date of this report confirms that:

(1) There is no relevant audit information of which the Company’s auditor is unaware: and

(11) Each of the Directors have taken all the steps that they ought to have taken as a director so as to
be aware of any relevant audit information and to establish that the company s auditor is aware of that
information.

Approval of financial statements
The financial statements were approved at a meeting of the Board of Directors held on .............. 2020
Results

The net loss for the year of Kshs 6.433.607 million and has been deducted from the retained earnings. The
results for the year are set out fully on pages | to 26 in the financial statements.

Directors

The members of the Board of Directors who served during the year are shown on page v to viii In accordance
with Regulation of the company Articles of Association.

Auditors

The Auditor General is responsible for the statutory audit of the company in accordance with the
Section 15 of the Public Finance Management (PFM) Act. 2012.The company’s auditors, Office of
Auditor General continue in the office in accordance with public Audit Act 2015

By Order of the Board

Josephine Muritu
Corporate Secretary
Kiambu

Sign... WV

XVi
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financial
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Nothing

statement.

position a$
statemeirfts as well as

has come
Compagy will not
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:bmpany s transactions during the financial year ended 30
at that date. The Directors further confirm the completeness of the accounting records
company, which have been relied upon in the preparation of the company's financial
\the adequacy of the systems of internal financial control.

ENT OF DIRECTORS” RESPONSIBILITIES

2 Public Finance Management Act, 2012 and the Companies Act, require the Directors to

reasonable accuracy the financial position of the company. The Directors are also responsible for

ud; (iv) safeguarding the assets of the company; (v) selecting and applying appropriate
| and (vi) making accounting estimates that are reasonable in the circumstances.

't responsibility for the company’s financial statements, which have been prepared using
ing policies supported by reasonable and prudent judgments and estimates, in conformity
inancial Reporting Standards (IFRS), and in the manner required by the PFM Act and the
¢ Directors are of the opinion that the company s financial statements give a true and fair

th

June 2020, and of the company 's

to the attention of the Directors to indicate that Githunguri Water and Sanitation
;lemam a going concern for at least the next twelve months from the date of this

nancial statements were approved by the Board on 2020 and

{eﬂ Managing Director

XVvil



REPUBLIC OF KENYA

HEADQUARTERS
Anniversary Towers
Monrovia Street

OFFICE OF THE AUDITOR-GENERAL P.O. Box 30084-00100
NAIROBI

—

20) 3214008
Email: info@oagkenya.go.kg|

plephone: +254

< M

ebsite: www.opgkenya,go.Ke

Enhancing Accountability

HE AUDITOR-GENERAL ON GITHUNGURI WATER AND SANITATION
ITED FOR THE YEAR ENDED 30 JUNE, 2020

{income, statement of changes in equity, statement of cash flows and
parison of budget and actual amounts for the year then ended, and a
gnificant accounting policies and other explanatory information in

ncial position of the Githunguri Water and Sanitation Company Limited
20 and of its financial performance and its cash flows for the year then
nce with International Financial Reporting Standards, and comply with

f financial position reflects property, plant and equipment balance of
as at 30 June, 2020 as disclosed in Note 16. However, the fixed assets

s at 30 June, 2020. The balance as disclosed in Note 10 to the financial

Report ? the Auditop-General on Githunguri Water and Sanitation Company Limited for the year ended
30 June, 2020

|




statements comprises of gross trade receivables of Kshs.75,571,846 and net of specific .
and general provision for bad debts of Kshs.25,809,789 and Kshs.756,228 respectively.
However, debtors ageing analysis was not provided for audit review. Further these debts

have been outstanding for long and some dating back to the year 2014. Although
recoverability of these trade debtors in full is doubtful, the provision for bad and doubtful
debts of Kshs.25,566,017 made in the financial statements appear inadequate.

Consequently, the completeness and recoverability of the trade and other receivables net
balance of Kshs.49,005,830 as at 30 June, 2020 could not be confirmed.

The audit was conducted in accordance with International Standards of Supreme Audit
Institutions (ISSAIs). | am independent of the Githunguri Water and Sanitation Company
Limited Management in accordance with ISSAI 130 on Code of Ethics. | have fulfilled
other ethical responsibilities in accordance with the ISSAI and in accordance with other
ethical requirements applicable to performing audits of financial statements in Kenya. |
believe that the audit evidence | have obtained is sufficient and appropriate to provide a
basis for my qualified opinion.

Emphasis of Matter
Material Uncertainty in Relation to Going Concern

| draw attention to Management discussion and analysis on page xiii which indicates that,
the Company is going through a process of consolidation of water companies in Kiambu
County and there is uncertainty on its continued existence as a going concern.

Further, the statement of comprehensive income indicates that the company recorded
reported a loss of Kshs.6,433,607 for the year ended 30 June, 2020 (2019 - a loss of
Kshs.8,459,691). The operating loss depleted further the retained earnings from a
negative Kshs.82,932,108 as at 30 June, 2019 to negative Kshs.88,365,715 as at
30 June, 2020. Further, the company's current liabilities balance of Kshs.147,034,688
exceeded its current assets balance of Kshs.57,855,714 resulting in a negative working
capital of Kshs.89,178,974 as at 30 June, 2020.

This is an indication that the Company’s financial position is precarious and may be
experiencing financial difficulties in meeting its obligations as and when they fall due. The
existence of this material uncertainty may cast a significant doubt on the Company's
ability to continue as a going concern. The financial statements have been prepared on
a going concern basis on the assumption that the Company will continue to receive
financial support from the County Government of Kiambu and its creditors.

My opinion is not modified in respect of this matter.
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.

Report of the Auditor-General on Githunguri Water and Sanitation Company Limited for the year ended
30 June, 2020
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r Matterl

udgetad Control and Performance

Ksh$.59,176,804 against a revenue budget projection of Kshs.75,456,000, resulting in an
und r-collectidln of Kshs.16,279,196 or 22% of the budgeted revenue which was not
satisfactorily er(plained or justified.

The Company Eanagement is therefore in breach of the law.

2. Prior Year Unresolved Issues

ial Statements, Report on Lawfulness and Effectiveness in Use of Public
Resolrces and Report on Effectiveness of Internal Controls, Risk Management and
Govefnance. However, the Management has not resolved the issues or given any

explahation for failure to adhere to the provisions of the Public Sector Accounting
rds Board templates and The National Treasury’s circular Ref: No. AG.4/16/3

The

My opinion on t?‘ke financial statements does not cover the other information and | do not
an audit opinion or any form of assurance thereon.

In conhection with the audit of the financial statements, my responsibility is to read the
other ihformation and, in doing so, consider whether the other information is materially
inconsistent with the financial statements or the knowledge obtained in the audit, or

se appe%s to be materially misstated. Based on the work | have performed on
r information obtained prior to the date of this auditor's report, if | conclude that
there i materiaisstatement of this other information, | am required to report that fact. |

30 June, 2020 are names and passport-size photographs of Board of
s who held office during the year under review. However, pertinent details of the

}
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Directors including their dates of birth, work experience and date of appointment were not

provided contrary to the guidelines prescribed by the Public Sector Accounting Standards
Board.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

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

Basis for Conclusion

1. Non-Compliance with Ethnic Diversity and Affirmative Action on Gender

A review of human resource records revealed that during the year under review, the
Company had forty-eight employees out of which forty-six are from the dominant
community which translate to 96% of the employees of the Company were from one
dominant ethnic community contrary to section 7(2) of the National Cohesion and
Integration Act, 2008 which requires the Company to ensure that not more than one-third
of its staff are from the same ethnic community. Further, out of the forty-eight employees,
nine (9) only or 19% are of female gender, which is below one-third (33.3%) under the
affirmative action on gender requirement.

The Management is therefore in breach of the Act.
2. Possible Loss of Revenue from Unaccounted for Water

During the financial year under review, the Company produced 1,654,309 cubic meters
(m? of water, out of which only 777,209 cubic meters (m3) of water was billed to
customers. The balance of 877,100 cubic meters (m?) or 53% of the total volume of water
produced represented Unaccounted for Water (UFW). The UFW was therefore 28% over
and above the allowable water loss of 25% as per the Water service Regulatory Board
guidelines. The UFW of 53% may have resulted in a loss of sales estimated at
Kshs.66,731,289.

The significant level of non-revenue water is an indication of inefficiency and
ineffectiveness in use of the resources by the Company and, may negatively impact on
the company's profitability and its ability to sustain services in the long run.

3. Irregular Procurement of Water Billing Software

Note 7 to the financial statements reflects under administration and other expenses of
Kshs.867,766 in respect of billing costs, out of which an amount of Kshs.668,500 was

Report of the Auditor-General on Githunguri Water and Sanitation Company Limited for the year ended
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cords r flects that the Company purchased the billing software based on a
pro¢urement procedure conducted by Ruiru Juja Water and Sewerage Company for
ly and installation of a similar software, which is a separate legal entity. However, no
nce was provided for audit that Githunguri Water and Sanitation Company Limited
inted Ruiru Juja Water and Sewerage Company to carry out the procurement on its

to Section 52(2) of Public Procurement and Asset Disposal Act, 2015.

yrred on acquisition of billing software during the financial year 2019/2020. A review
behalf contra

er, according to letter Ref. No. KCWSC/REG/PG/19/33 of 28 January, 2019, the
confract was éntered following instructions from Managing Director of Kiambu County
Water and Sewerage Company established to oversee proposed re-organization and
merger of the water companies in Kiambu County. However, the Company is a separate
legal entity.

The icontract therefore appears to have been procured and awarded through direct
procurement method without an independent and competitive procurement process by
Githdnguri Water and Sanitation Company, contrary to Section 103 of Public Procurement
and Asset Disposal Act, 2015 which requires that an entity may use direct procurement if
the gbods, works or services are available only from a particular supplier or has exclusive
rights in respect of goods, works or services and no alternative or substitute exists.

In ad
was éxpensed
amortized over

the statement of financial performance, instead of being capitalized and

ition, the/Management has not given reasons why the cost of the intangible asset
he estimated live of the asset.

on the software during the year ended 30 June, 2020 could not be confirmed.

Conséquently, the validity and value for money of the expenditure of Kshs.668,500 spent
4. Non- Compl ance with the Recommended Financial Reporting Guidelines

statements for the year ended 30 June, 2020 presented for audit revealed the following

A review of the financial statements and other information accompanying the financial
omisslons and nomahes

4.1 The Chairman's statement at page ix and the report of the Managing Director on
ge x does not highlight the challenges being faced by the Company and the way

farward or outlook for the organization.

4.2 e Company's report of performance presented at page xi of the annual reports
anhd financial statements do not have the Company strategic pillars, the objectives
uhder each pillar, the key performance indicators for the pillars, key performance
icators, activities geared towards the achievement of the objectives and the

achievements under each strategic pillar prescribed in the recommended financial

4.3 The corporate governance statement on page xi of the financial statements does not
ntain information on board meetings, attendance, succession plan, process of

Report of the Audﬂrb—(;‘eneml on Githunguri Water and Sanitation Company Limited for the year ended
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appointment and removal of directors and members' performance, board
remuneration, ethics and conduct and governance audit as stipulated in the
reporting template.

4.4 Management discussion and analysis at page xiii on Key entity information is
inadequate and lacks adequate information on the Company’'s operational and
financial performance. In addition, no information has been provided on the
Company's key projects or investments decision implemented or ongoing. Similarly,
annexures on projects implemented by the Company during the financial year was
not provided.

4.5 The Corporate Social Responsibility statement and sustainability reporting on page
xiv does not include the Company’s sustainability strategy and profile and
environmental performance.

4.6 Information on financial risk management has not been provided as part of the notes
to the financial statements.

The financial statements presented did not, therefore, comply fully with the financial
reporting template recommended by the Public Sector Accounting Standards Board
(PSASB). The Management under the circumstances was in breach of Section 194(1)(d)
of the Public Finance Management Act, 2012.

The audit was conducted in accordance with ISSAI 4000. The standard requires that |
comply with ethical requirements and plan and perform the audit to obtain assurance
about whether the activities, financial transactions and information reflected in the
financial statements are in compliance, in all material respects, with the authorities that
govern them. | believe that the audit evidence | 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, except for the matters described in Basis for Conclusion on
Effectiveness of Internal Controls, Risk Management and Governance section of my
report, | confirm that, nothing else has come to my attention to cause me to believe that
internal controls, risk management and governance were not effective.

Basis for Conclusion
1. Irregularities in Corporate Governance

Disclosed on page 2 of the report on Key Entity Information attached to the financial
statements for the year ended 30 June, 2020 are names of twelve (12) Directors who held
office during the year under review. Records indicate that the Directors were all appointed

Report of the Auditor-General on Githunguri Water and Sanitation Company Limited for the year ended
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in 2018. However, as reported in financial year 2018/2019, the appointment letters reflect
thal the Directors were appointed to act on behalf of Kiambu County Water and Sewerage
Company, which is a separate entity from Githunguri Water and Sanitation Company
Limited.

In addition, n@ board minutes and attendance register were provided to confirm that the
boald of the Company Limited met during the year to approve the financial statements
andlor condugct any other business of the Company which required the board’s approval

A review of Information Technology (IT) Controls and information management systems
of the entity revealed that, the company had not established ICT Committee and lacked
ICT $trategic plan. In addition, the Company had three (3) different software as shown in

table below
Application Name Department/Features
Utility Master Billing and Meter Reading
Sage Pastel ERP Finance and Accounts
IsoftiMaarifa Software | Payroll and Human resource

The three app!\cations software had not been integrated. Lack of integration not only
creatés information silos that make it difficult to obtain a complete picture of how the water
Company is performing but also creates inefficiencies that slow down decision-making
and ihcrease rédundancies across the Company's operations. In addition, inability to
share| information between modules may affect data integrity which in turn affects

ity of information from the modules.
\

It wasjalso notet:hat there was a billing system change over from Majics to Utility Master.
Howeyer, customer data was not appropriately migrated to the new system. Individual
customer balan¢es for each billing zone were aggregated and the totals for each zone
migrated into the new software. Consequently, individual customer balances for the
period before data migration could not be therefore ascertained.

Lack af proper data migration may have led to distortion of information initially available
before|system changeover.

3. Audit Fees Arrears

Includéd under ttade and other payables in Note 12 to the financial statements are trade
and other payables totalling Kshs.138,017,488, out which an amount of Kshs.1,524,000
relatesito audit fees arrears, that have not been paid by the Company for five (5) financial

30 June, 2020

Report of the AudihT-Gcnem! on Githunguri Water and Sanitation Company Limited for the year ended
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years since 2013/2014 to 2018/2019. No justification was provided for classifying the
audit fees arrears for 2018/2019 and earlier years under current liabilities.

The Company also has been in persistence breach of Section 41(1)(c) of the Public Audit
Act, 2015 which empowers the Auditor-General to charge audit fees at the rates
prescribed and be paid accordingly by the auditee.

4. Unremitted Lease Fees

The statement of financial position reflects trade and other payables balance of
Kshs.138,017,488 as at 30 June, 2020. Included in this balance are lease fees and
regulatory fees of Kshs.15541,893, Kshs.4,547,251, Kshs.4,617,160 and
Kshs.104,351,750 owed to Athi Water Services Board, Water Services Regulatory Board,
Water Resources Management Authority and Nairobi Water Company for the financial
years 2015/2016 to 2018/2019 respectively, which had not been remitted as at
30 June, 2020

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

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

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

(i) In my opinion, proper books of account have been kept by the Company, so far as
appears from the examination of those books;

(i) The Company's statement of financial position and statement of comprehensive
income are in agreement with books of account; and

(iv) In my opinion, the information given in the report of the directors on page xv and xvi
is consistent with the financial statements.

Responsibilities of Management and the Board of Directors

The Management is responsible for the preparation and fair presentation of these
financial statements in accordance with International Financial Reporting Standards and
the requirements of the Kenyan Companies Act, and for maintaining effective internal
control as the directors determines is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error and

Report of the Auditor-General on Githunguri Water and Sanitation Company Limited for the year ended
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for

d to going concern and using the going concern basis of accounting unless
gement Is aware of the intention to liquidate the Company or to cease operations.

rela
Ma

The anagenltnt 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,
20158. .
In addition to [the responsibility for the preparation and presentation of the financial
statements described above, the Management is also responsible for ensuring that the
activities, financial transactions and information reflected in the financial statements are
in campliance 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

systems are in place to address key roles and responsibilities in relation to governance
and fisk management, and ensuring the adequacy and effectiveness of the control

229(7) of the Constitution. Reasonable assurance is a high level of assurance, but
guarantee that an audit conducted in accordance with ISSAIs will always detect

reasonably be expected to influence the economic decisions of users taken on the basis
of thege financial statements.

iance with the authorities that govern them and that public resources are applied in
tive way, in accordance with the provisions of Article 229(6) of the Constitution

, in planning and performing the audit of the financial statements and audit of
compliance, | consider internal control in order to give an assurance on the effectiveness

4
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of internal controls, risk management and overall governance processes and systems in
accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 2015 and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of
the internal control would not necessarily disclose all matters in the internal control that
might be material weaknesses under the ISSAls. A material weakness is a condition in
which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements caused by error or fraud in
amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions.

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

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

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

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

¢ Conclude on the appropriateness of the Management's use of the going concern basis
of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the Company’'s ability to continue as a going concern. If | conclude that a material
uncertainty exists, | 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.

e 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.

Report of the Auditor-General on Githunguri Water and Sanitation Company Limited for the year ended
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uch other procedures as | consider necessary in the circumstances.

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

| also provide the 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.

ngu, CBS
RAL

Nairobi

03 February, 2*022
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Githanguri Water & Sanitation Company Ltd

Anndal Reports and Financial Statements
For the year ended June 30, 2020

) STAT MENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
FOR THE YEAR ENDED 30 JUNE 2020

GITHUTGURI WATER AND SANITATION COMPANY LIMITED

TATEMENT OF PROFIT OR LOSS AND OTHER

COMPREHENSIVE INCOME

FOR THE YEAR ENDED 30TH JUNE 2020

Notes 2019-2020 2018-2019
Kshs Kshs
Salcsf: Other In :lomc 6 61.310.254 55.611.376
61,310,254 55,611,376
LESS EXPENSES
Admitstrativé &0ther Expenses 7 34.855.741 27.089.883
Operatjonal Expehses 8 32.888.121 36.981.184
TOTAL gXPENSES 67,743,861 64,071,067
OPER#TING PROFIT/(LOSS) C(6,433,607)  (8,459,691)

PROFET/(LOSS) %AFTER TAX (6,433,607) (8,459,691)




Githunguri Water & Sanitation Company Ltd

Annual Reports and Financial Statements
For the year ended June 30, 2020

h) STATEMENT OF FINANCIAL POSITION AS AT 30 JUNE 2020

ASSETS
Notes  2019-2020 2018-2019
Non-Current Assets Kshs Kshs
Property. Plant and Equipment's 16 20.401.890  19.701.106
Total Non-Current Assets 20,401,890 19,701,106
Current Assets
Trade and Other Receivables 10a 49.005.830 36.978.790
Prepayments & Other Deposits 10¢ 200,480 130,480
Cash and Cash Equivalent 14 7.409.704 5,745,723
Inventory 12 1,239,700 1.239,034
Total Current Assets 57,855,714 44,094,027
TOTAL _ASSETS 78,257,604 63,795,133
EQUITY AND LIABILITIES
Capital and Reserves
Ordinary Share Capital 14 40 40
Revenue Reserve 15 (89.365.715) (82.932.108)
Capital Reserve 13 11509082  11,509.082
Total Capital and Reserves - (77,856,593)  (71,422,986)
Liabilities
Non-Current Liability
Deferred Income 9 9079508 9811969
Total Non-Current Liability 9,079,508 9,811,969
Current Liabilities
Customer Deposits 17 8.284.739 7,621,139
Deferred Income(Current ) 19 32,4061 32,461
Trade and Other Payables 12 138.017.488  117.051.949
Total Current Liabilities 147,034,688 125,406,149
TOTAL EQUITY AND LIABILITY 78,257,603 63,795,133
The financial statements were approved by the Boardon 2020 and signed on
its behalf by:
for Managing Director Accountant airmg ard

Alex Murag

Sign ’@ - Sign

Charles Wahogo Muiru

"aruhiu

Prof. B
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STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED 30TH JUNE 2020

ENT OF CHANGES IN EQUITY FOR THE YEAR ENDED 30 JUNE 2020

NGURI WATER AND SANITATION COMPANY LIMITED

Share Revenue Capital Total
Capital Reserves Reserves Amount
Kshs Kshs Kshs Kshs
e as at 15t July 2018 40 (73,062,269) 11,509,082 (61,553,147)
ear Adju;i'tment on Loss (1,410,148) (1,410,148)
ﬁntheyfarZOI&QOIQ (8,459,691) (8,459,691)
e as at 30th June 2019 40 (82,932,108) 11,509,082 (71,422,986)
e as at 1st July 2019 40 (82,932,108) 11,509,082 (71,422,986)
for the year 2019-2020 (6,433,607) (6,433,607)
e as at 30*11 June 2020 40 (89,365,715) 11,509,082 (77,856,593)




Githunguri Water & Sanitation Company Ltd
Annual Reports and Financial Statements

For the year ended June 30, 2020
j) ISTATEMENT OF CASH FLOWS FOR THE YEAR ENDED 30 JUNE 2020
GITHUNGURI WATER AND SANITATION COMPANY LIMITED
STATEMENT OF CASH FLOW FOR THE YEAR ENDED 30TH JUNE 2020
Notes | 2019-2020 2018-2019
Kshs Kshs

CASH FLOW FROM OPERATING ACTIVITIES
Cash generated from/ (used in) operations 20 4,871,442 2,584,362

Nét Cash Flow from Operating Activities 4,871,442 2,584,362
CASH FLOW FROM INVESTING ACTIVITIES
Purcha$e of Property, Plant and Equipment 16 | (2,475,000) (5,098.,439)

Net Cash Flow from Investing Activities (2,475,000) (5,098,439)

CASH FLOW FROM FINANCING ACTIVITIES
Deterred Income 19 (732.,461) (732.461)
Borrowing 18 1.500.000 3.000,000
Repaynjent of borrowing 18 | (1,500,000) (500,000)

Net Cash Flow from Financing Activities (732,461) 1,767,539
INCREASE/(DECREASE) IN CASH AND CASH
EQUIVALENT 1,663,981 (746,538)
CASH D CASH EQUIVALENT AT THE
BEGINNING OF YEAR 5,745,723 6,492,261

1
CASH D CASH EQUIVALENT AT THE
END OF THE YE 11 7,409,704 5,745,723
5
| |




Githunguri Water & Sanitation Company Ltd

Annual Reports and Financial Statements
For the year ended June 30, 2020

k) STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS FOR

THE PERIOD ENDED 30 JUNE 2020

Budget . . o
ITEM 2019/20 Actual 2019/20 |Variance Variance (%)
INCOME

Water Sales 75,456,000 59,176,804 | (16,279,196) -22%
Other Incomes Survey and Works 3,000,000 1,399,700 | (1,600,300) -53%
Interest Received - 1,289 1,289

Grant Income - 732,461 732,461

EXPENDITURE

Telephone 300,000 340,495 (40,495) -13%
Email & postage 15,000 9,750 5,250 35%
Fees & Subscriptions 147,400 429,544 (282,144) -191%
Printing & Stationery 353,100 299,200 53,900 15%
Internet Senices & Computer Expenses 229,480 51,760 177,720 7%
Office running expenses 236,400 261,260 (24,860) -11%
Billing costs 396,000 867,766 (471,766) -119%
Audit fee 520,000 232,000 288,000 55%
Rent 60,000 60,000 - 0%
Corporate social responsibility 325,000 420,202 (95,202) -29%
Travelling &Accommodation 1,560,000 967,319 592,681 38%
Bank Charges 85,000 87,268 (2,268) -3%
Directors allowances 300,000 - 300,000 100%
Directors Expenses 100,000 - 100,000 100%
Salaries 17,775,500 16,521,687 1,253,813 7%
Casual wages 1,200,000 1,722,317 (522,317) -44%
NSSF 110,400 116,400 (6,000) -5%
NHIF 411,750 (411,750)

Pension 1,140,000 1,215,348 (75,348) 7%
Medical Insurance 2,500,000 - 2,500,000 100%
Staff Training, Education, Workshops & Conferences 660,000 395,180 264,820 40%
Team Building and WASCO Games 1,120,000 981,141 138,859 12%
Security 1,080,000 1,092,508 (12,508) -1%
Sanitation senices 16,552 (16,552)

Hospitality and Entertainment 24,280 (24,280)

General items, Renovations & repairs 40,000 37,950 2,050 5%
Chemicals 300,000 567,934 (267,934) -89%
Bulk water purchases 12,400,000 18,439,438 | (6,039,438) -49%
Electricity 7,800,000 4,887,875 2,912,125 37%
Water lew-WASREB 1,887,120 2,367,072 (479,952) -25%
Maintenance Water system 3,683,480 2,609,308 1,074,172 29%
Borehole Senices 500,000 321,400 178,600 36%
Transport operations& Maintenance 996,500 439,180 557,320 56%
Motor Vehicle and Motor Bikes Insurance 250,000 46,337 203,663 81%
WARMA Lewvy 1,510,000 994 252 515,748 34%
Fuel Expenses 1,842,000 2,215,324 (373,324) -20%
Water Testing 480,000 - 480,000 100%
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Annugl Reports and Financial Statements
For the year ended June 30, 2020
BUDGET NOTES ON VARIANCES.

1. 1On water dales/ revenue we were not in a position to meet our target of Kshs 75,456,000. This
was due talow billing which was as a result of low customer connectivity. During the year
less custorfiers applied for water. In some of the areas we had expected to have more
customers thus more revenue, we were not in a position to connect the since we did not have
pipes to lay| to areas like Kamucege and Kamondo.

2. On other income which is mainly new connections we did not connect as many customers as
bxpected and as explained in note 1 above. :

3. Dn directoss expenses there were no directors to pay since the ones that were for the Kiambu
County Water were being paid from the head quarter. This explains why there was no amount
inder director’s allowances and expenses.

4. Dn salaries{we had anticipated that we will employ Technical Manager, Human Resource

18.

hy the following items were underutilised. Examples includes: staff trainings,
orkshops & conferences, team building & Wasco games, transport &
and travelling & accommodation.

billing cdst we purchased another billing system and this explains why the actual
expenditure fas more than the budget.

e of the items we over utilised the budget due to increased activities e.g. on fuel expenses,
office running expenses
we were affected by heavy rainfall during the year thus use on more chemicals

bidity.

reb Levy ¢
wellt down.
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NOTESTO THE FINANCIAL STATEMENTS
NERALINFORMATION

omiciled

prehensiy

TEMEN

financial

e-valued al
ancial insttuments at fair value, impaired assets at their estimated recoverable amounts and

\Yalcr and Sanitation Company Limited is established by and derives its authority and
y from Company Act. The entity is wholly owned by the Government of Kenya and
n Kenya. The entity’s principal activity is provision of water.

Kenyan €ompanies Act reporting purposes, the balance sheet is represented by the statement

osition and the profit and loss account by the statement of profit or loss and other
e income in these financial statements
T OF COMPLIANCE AND BASIS OF PREPARATION

statements have been prepared on a historical cost basis except for the measurement
nounts of certain items of property. plant and equipment, marketable securities and

arially de

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

formity with International Financial Reporting Standards (IFRS) allows the use of estimates
assumptigns. It also requires management to exercise judgement in the process of applying

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

fundtional and freporting currency of the entity.

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

Corporations Act. Company’s Act, and International Financial Reporting Standards (IFRS). The
. | - . -

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

LICAT

ufderlying

}‘IT[EI’][S.

ION OF NEW AND REVISED INTERNATIONAL FINANCIAL

ORTING STANDARDS (IFRS)

lessee is required to recognise a right-of-use asset representing its right to use the
ased asset and a lease liability representing its obligation to make lease
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1.

APPLICATION OF NEW AND REVISED INTERNATIONAL FINANCIAL
REPORTING STANDARDS (IFRS) (Continued)

Relevant new standards and amendments to published standards effective for the year
ended 30 June 2020(Continued)

Application of IFRS 16 requires right-of-use assets and lease liabilities to be recognised in
respect of most operating leases where the Company is the lessee.

IFRIC 23: Uncertainty Over income tax treatments
The interpretation addresses the determination of taxable profit (tax loss). tax bases, unused
tax losses, unused tax credits and tax rates, when there is uncertainty over income tax
treatments under IAS 12. It specifically considers:

o Whether tax treatments should be considered collectively

« Assumptions for taxation authorities' examinations

¢ The determination of taxable profit (tax loss). tax bases. unused tax losses. unused tax

credits and tax rates
e The effect of changes in facts and circumstances

Amendments to IFRS 9 titled Prepayment Features with Negative Compensation (issued in
October 2017)

The amendments. applicable to annual periods beginning on or after 1 January 2020, allow
entities to measure prepayable financial assets with negative compensation at amortised cost
or fair value through other comprehensive income if a specified condition is met.

Amendments to IAS 28 titled Long-term Interests in Associates and Joint Ventures (issued
in October 2017)

The amendments. applicable to annual periods beginning on or after 1st January 2020, clarify
that an entity applies [FRS 9. rather than IAS 28, in accounting for long-term interests in
associates and joint ventures.

Amendments to IFRS 3 - Annual Improvements to IFRSs 2015-2017 Cycle, issued in
December 2017.

The amendments, applicable to annual periods beginning on or after 1st January 2020, provide
additional guidance on applying the acquisition method to particular types of business

combination.
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APPLICATION OF NEW AND REVISED INTERNATIONAL FINANCIAL
REPORTING STANDARDS (IFRS) (Continued)

Relevant new standards and amendments to published standards effective for the year

ended 30 June 2020(Continued)

Amendments to IFRS 11 - Annual Improvements to IFRSs 2015-2017 Cycle, issued in
December 2017

The amendments, applicable to annual periods beginning on or after st January 2020, clarify
that whenjan entity obtains joint control of a business that is a joint operation, it does not re-

measure i previously held interests

ts to IAS 12 - Annual Improvements to IFRSs 2015-2017 Cycle , issued in
2017

[Ihe amendments. applicable to annual periods beginning on or after 1st January 2020, clarify
that all indome tax consequences of dividends should be recognised when a liability to pay a

{ividend id recognised. and that these income tax consequences should be recognised in profit

The amend
that the cos
that is subs
Horrowing @

br loss, other comprehensive income or equity according to where the entity originally
ecognisedithe transactions to which they are linked.

Lmendmen ts to IAS 23 - Annual Improvements to IFRSs 2015-2017 Cycle , issued in
December 2017

ments, applicable to annual periods beginning on or after 1st January 2020, clarify

Is of borrowings made specifically for the purpose of obtaining a qualifying asset
intially completed can be included in the determination of the weighted average of

osts for other qualifying assets.

to IAS 19 titled Plan Amendment, Curtailment or Settlement (issued in

for the remainder of the annual reporting period after the plan amendment,
r settlement when the entity re-measures its net defined benefit liability (asset) in

manner specified in the amended standard.

10
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-

APPLICATION OF NEW AND REVISED INTERNATIONAL FINANCIAL
REPORTING STANDARDS (IFRS) (Continued)

Amendments to IAS 1 and IAS 8 Definition of material

The amendments are intended to make the definition of material in IAS 1 easier to understand
and are not intended to alter the underlying concept of materiality in IFRS Standards. The
concept of “obscuring” material information with immaterial information has been included as
part of the new definition. The threshold for materiality influencing users has been changed
from ‘could influence’” to “could reasonably be expected to influence’. The definition of
material in IAS 8 has been replaced by a reference to the definition of material in IAS 1. In
addition. the IASB amended other Standards and the Conceptual Framework that contain a
definition of material or refer to the term “material” to ensure consistency. The amendments
are applied prospectively for annual periods beginning on or after 1 January 2020, with earlier
application permitted

New and amended standards and interpretations in issue but not yet effective in the year
ended 30 June 2020

IFRS 17 Insurance Contracts (Issued 18 May 2017)

IFRS 17 requires insurance liabilities to be measured at a current fulfillment value and provides a
more uniform measurement and presentation approach for all insurance contracts. These requirements
are designed to achieve the goal of a consistent, principle-based accounting for insurance contracts.
IFRS 17 supersedes 1FRS 4 Insurance Contracts as of 1 January 2021,

Amendments to References to the Conceptual Framework in IFRS Standards (Issued 29 March
2019- Applicable for annual periods beginning 1 January 2021)

Together with the revised Conceprual Framework published in March 2019, the IASB also issued
Amendments to References to the Conceptual Framework in IFRS Standards. The document contains
amendments to IFRS 2, IFRS 3, IFRS 6. IFRS 14, IAS 1. IAS 8, IAS 34, IAS 37, 1AS 38, IFRIC 12,
IFRIC 19, IFRIC 20, IFRIC 22. and SIC-32. Not all amendments. however, update those
pronouncements with regard to references to and quotes from the framework so that they refer to the
revised Conceptual Framework. Some pronouncements are only updated to indicate which version of
the framework they are referencing to (the IASC framework adopted by the IASB in 2001, the IASB
framework of 2010, or the new revised framework of 2019) or to indicate that definitions in the
standard have not been updated with the new definitions developed in the revised Conceprual
Framework.
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ii#

iii) SUM.

PLICATION OF NEW AND REVISED INTERNATIONAL FINANCIAL
PORTING STANDARDS (IFRS) (Continued)

Early adoption of standards
The entity did not early — adopt any new or amended standards in year 2019.

ARY (* SIGNIFICANT ACCOUNTING POLICIES

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

out below;

a)

b)

lactivities,

Revenue recognition

Revenue 1§ recognised to the extent that it is probable that future economic benefits will flow
to the entify and the revenue can be reliably measured. Revenue is recognised at the fair value
of considération received or expected to be received in the ordinary course of the ensity's
net of value-added tax (VAT). where applicable, and when specific criteria have
or each of the entity s activities as described below.

been met
) Revénue from the sale of goods and services is recognised in the year in which the
entity| delivers products to the customer, the customer has accepted the products and
collegtability of the related receivables is reasonably assured.

i)  Grants from National Government are recognised in the year in which the entiry
ly receives such grants. Recurrent grants are recognized in the statement of
'ehensive income. Development/capital grants are recognized in the statement of

income is recognised in the income statement as it accrues using the effective
reements.

[i-kind contributions are donations that are made to the entity in the form of actual goods

afjd/or serviges rather than in money or cash terms. These donations may include vehicles,
equipment of personnel services. Where the financial value received for in-kind contributions
cdn be reliably determined. the entiry includes such value in the statement of comprehensive
intome both! as revenue and as an expense in equal and opposite amounts; otherwise. the
cantribution §s not recorded.

12
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

¢)

d)

Property, plant and equipment

All categories of property. plant and equipment are initially recorded at cost less accumulated
depreciation and impairment losses.

Certain categories of property, plant and equipment are subsequently carried at re-valued
amounts, being their fair value at the date of re-valuation less any subsequent accumulated
depreciation and impairment losses. Where re-measurement at re-valued amounts is desired,
all items in an asset category are re-valued through periodic valuations carried out by
independent external valuers.

Increases in the carrying amounts of assets arising from re-valuation are credited to other
comprehensive income. Decreases that offset previous increases in the carrying amount of the
same asset are charged against the revaluation reserve account: all other decreases are charged
to profit or loss in the income statement.

Gains and losses on disposal of items of property. plant and equipment are determined by
comparing the proceeds from the disposal with the net carrying amount of the items. and are
recognised in profit or loss in the income statement.

Depreciation and impairment of property, plant and equipment

Freehold land and capital work in progress are not depreciated. Capital work in progress
relates mainly to the costs of ongoing but incomplete works on buildings and other civil works
and installations.

Depreciation on property. plant and equipment is recognised in the income statement on a
straight-line basis to write down the cost of each asset or the re-valued amount to its residual
value over its estimated useful life. The annual rates in use are:

Buildings and civil works 25 years or the unexpired lease period
Plant and machinery 12.5 years

Motor vehicles, including motor cycles 4 years

Computers and related equipment 3 years

Office equipment. furniture and fittings 12.5 years

A full year’s depreciation charge is recognised both in the year of asset purchase and in the
year of asset disposal.

Items of property. plant and equipment are reviewed annually for impairment. Where the
carrying amount of an asset is assessed as greater than its estimated recoverable amount. an
impairment loss is recognised so that the asset is written down immediately to its estimated
recoverable amount.

._.
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S|

¢

S

g)

JMMAR* OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
|

Intangib e assets

lassets comprise purchased computer software licences. which are capitalised on the
osts incurred to acquire and bring to use the specific software. These costs are
over the estimated useful life of the intangible assets from the year that they are
or use, usually over three years.

Intangibl
basis of
amortise
available

Amortisation and impairment of intangible assets

Amortisation is calculated on the straight-line basis over the estimated useful life of computer
software df three years.

All compthcr software is reviewed annually for impairment. Where the carrying amount of an
intangible lasset is assessed as greater than its estimated recoverable amount, an impairment
loss is rechgnised so that the asset is written down immediately to its estimated recoverable
amount.

Investment property

Buildings, or part of a building (freehold or held under a finance lease) and land (freehold or
held underjan operating lease) held for long term rental yields and/or capital appreciation. and
vhich are mot occupied by the entity, are classified as investment property under non-current

ssets.

i
westment| property is carried at fair value. representing open market value determined
eriodically by independent external values. Changes in fair values are included in profit or
ss in the ipcome statement.

RS 16 itroduces new or amended requirements with respect to lease accounting. It
troduces $ignificant changes to lessee accounting by removing the distinction between
erating and finance lease and requiring the recognition of a right-of-use asset and a lease
bility at ecommencement for all leases, except for short-term leases and leases of low value
agsets. In coptrast to lessee accounting, the requirements for lessor accounting have remained
gely unchiinged.

‘
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

i)

)]

m)

n)

Fixed interest investments (bonds)

Fixed interest investments refer to investment funds placed under Central Bank of Kenya
(CBK) long-term infrastructure bonds and other corporate bonds with the intention of
earning interest income upon the bond’s disposal or maturity. Fixed interest investments are
freely traded at the Nairobi Securities Exchange. The bonds are measured at fair value
through profit or loss.

Quoted investments

Quoted investments are classified as non-current assets and comprise marketable securities
traded freely at the Nairobi Securities Exchange or other regional and international securities
exchanges. Quoted investments are stated at fair value.

Unquoted investments

Unguoted investments stated at cost under non-current assets. and comprise equity shares
held in other Government owned or controlled entities.

Inventories

Inventories are stated at the lower of cost and net realisable value. The cost of inventories
comprises purchase price, import duties. transportation and handing charges, and is
determined on the moving average price method.

Trade and other receivables

Trade and other receivables are recognised at fair values less allowances for any
uncollectible amounts. These are assessed for impairment on a continuing basis. An estimate
is made of doubtful receivables based on a review of all outstanding amounts at the year
end. Bad debts are written off after all efforts at recovery have been exhausted.

Taxation
Current income tax

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

1
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

| to the ex

1

T) Taxati

| with inve

h (Continued)

Curren !income tax (Continued)

;income tax assets and liabilities for the current period are measured at the amount
| to be recovered from or paid to the taxation authorities. The tax rates and tax laws
used tojicompute the amount are those that are enacted or substantively enacted. at the
reporting date in the area where the Entity operates and generates taxable income. Current
income fax relating to items recognized directly in net assets is recognized in net assets and
Managefhent periodically evaluates positions taken in the tax returns with respect to
situationts in which applicable tax regulations are subject to interpretation and establishes
provisions where appropriate.

Current
expecte

\tax

reverse in

Deferred
forward @

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

Deferred| tax liabilities are recognized for all taxable temporary differences. except in
respect of taxable temporary differences associated with investments in controlled entities,
associate§ and interests in joint ventures, when the timing of the reversal of the temporary
differencés can be controlled and it is probable that the temporary differences will not

\the foreseeable future.
|
tax assets are recognized for all deductible temporary differences, the carry
i unused tax credits and any unused tax losses. Deferred tax assets are recognized
tent that it is probable that taxable profit will be available against which the

deductiblé| temporary differences. and the carry forward of unused tax credits and unused
tax losses| can be utilized. except in respect of deductible temporary differences associated
stments in controlled entities. associates and interests in joint ventures, deferred
tax assets jare recognized only to the extent that it is probable that the temporary differences
will reverse in the foreseeable future and taxable profit will be available against which the
temporaryldifferences can be utilized.

\

The carryihg amount of deferred tax assets is reviewed at each reporting date and reduced to
the extent that it is no longer probable that sufficient taxable profit will be available to allow
all or partjof the deferred tax asset to be utilized. Unrecognized deferred tax assets are re-
nssessed al each reporting date and are recognized to the extent that it has become probable
that future taxable profits will allow the deferred tax asset to be recovered.

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

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

hat have been enacted or substantively enacted at the reporting date.

16
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4

n)

0)

p)

q)

Taxation (Continued)
Deferred tax (Continued)

Deferred tax relating to items recognized outside surplus or deficit is recognized outside
surplus or deficit. Deferred tax items are recognized in correlation to the underlying
transaction in net assets. Deferred tax assets and deferred tax liabilities are offset if a legally
enforceable right exists to set off current tax assets against current income tax liabilities and
the deferred taxes relate to the same taxable entity and the same taxation authority.

Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and cash at bank. short-term deposits on
call and highly liquid investments with an original maturity of three months or less, which
are readily convertible to known amounts of cash and are subject to insignificant risk of
changes in value. Bank account balances include amounts held at the Central Bank of Kenya
and at various Commercial Banks at the end of the reporting period. For the purposes of
these financial statements, cash and cash equivalents also include short term cash imprests
and advances to authorised public officers and/or institutions which were not surrendered or
accounted for at the end of the financial year.

Borrowings

Interest bearing loans and overdrafts are initially recorded at fair value being received, net of
issue costs associated with the borrowing. Subsequently, these are measured at amortised
cost using the effective interest rate method. Amortised cost is calculated by taking into
account any issue cost and any discount or premium on settlement. Finance charges.
including premiums payable of settlement or redemption are accounted for on accrual basis
and are added to the carrying amount of the instrument to the extent that they are not settled
in the period in which they arise. Loan interest accruing during the construction of a project
is capitalised as part of the cost of the project.

Trade and other payables

Trade and other payables are non-interest bearing and are carried at amortised cost, which is
measured at the fair value of contractual value of the consideration to be paid in future in
respect of goods and services supplied, whether billed to the entity or not, less any payments
made to the suppliers.
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+ ISUMMA*Y OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

0

t)

u)

Rctircr+ent benefit obligations

The entity operates a defined contribution scheme for all full-time employees from July 1,
2014. The scheme is administered by an in-house team and is funded by contributions from
both the company and its employees. The company also contributes to the statutory National
Social Security Fund (NSSF). This is a defined contribution scheme registered under the
National Social Security Act. The company’s obligation under the scheme is limited to
specific |contributions legislated from time to time and is currently at Kshs. 200 per
employee per month.

Provision for staff leave pay

es” entitlements to annual leave are recognised as they accrue at the employees. At
|is made for the estimated liability for annual leave at the reporting date.

¢ rate differences

The acc
environ

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

currenci
exchang
measure
transacti
liabilities

Budget information

The origi

The entity
disclosed
using a d
performar

actual amc
he staten

Klatements

statementy |
Ipresentatid

al budget for FY 2019-2020 was approved by the board of directors

's budget is prepared on a different basis to the actual income and expenditure
n the financial statements. The financial statements are prepared on accrual basis
lassification based on the nature of expenses in the statement of financial
éc. whereas the budget is prepared on a cash basis. The amounts in the financial
were recast from the accrual basis to the cash basis and reclassified by
n to be on the same basis as the approved budget. A comparison of budget and
unts, prepared on a comparable basis to the approved budget, is then presented in
ent of comparison of budget and actual amounts. In addition to the Basis

differenced adjustments to amounts in the financial statements are also made for differences
n the formats and classification schemes adopted for the presentation of the financial

and the approved budget.
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h

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
u) Budget information (Continued)

A statement to reconcile the actual amounts on a comparable basis included in the statement
of comparison of budget and actual amounts and the actuals as per the statement of financial
performance has been presented under section xxx of these financial statements.

v) Service concession arrangements

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

w) Comparative figures

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

x) Subsequent events

There have been no events subsequent to the financial vear end with a significant impact on
the financial statements for the year ended June 30, 2020.

SIGNIFICANT JUDGMENTS AND SOURCES OF CSSTIMATION
UNCERTAINTY

The preparation of the Entity's financial statements in conformity with IFRS requires
management to make judgments, estimates and assumptions that affect the reported amounts of
revenues, expenses. assets and liabilities, and the disclosure of contingent liabilities, at the end
of the reporting period. However, uncertainty about these assumptions and estimates could
result in outcomes that require a material adjustment to the carrying amount of the asset or
liability affected in future periods.

19



ange due fto market changes
hanges are peflected in the assumptions when they occur.

|

|

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

L

e | The con

e | Changes

Provisions

available. !

Provisions arlf
thg obligatio

of the processes in which the asset is deployed
ility of funding to replace the assets
n the market in relation to the asset

measured at the management's best estimate of the expenditure required to settle
| at the reporting date, and are discounted to present value where the effect is

eful lives and residual values
|

wever, existing circumstances and assumptions about future developments may

or circumstances arising beyond the control of the Entity. Such

ition of the asset based on the assessment of experts employed by the Entity
e | The natute of the asset, its susceptibility and adaptability to changes in technology and

Provisions were raised and management determined an estimate based on the information

material. |
' SPEC

IC PROVISION CALCULATION FOR 2019-2020 FINANCIALS

Trade Receivables

figures for 2018-2019

57.024,959.00

Specifig Provision

figures for 2018-2019

19.475,535.00

Perccnllge of Specific over Trade Receivables 0.34
Trade l{:ceivables figures for 2019-2020 75,571,846.22
0.34

Percentige of Specific over Trade Receivables for 2018-2019

25.809.788.59

Specifid Provision figures for 2019-2020 calculated

GENE

AL PROVISION CALCULATION FOR 2019-2020 FI

NANCIALS

Trade Rbceivables fi

JUres

s for 2018-2019

57.024,959.00

GeneralfProvision

ures for 2018-2019

570.634.00

Percenti&of Genetal over Trade Receivables for 2018-2019 0.01
Trade Réceivables figures for 2019-2020 75.571.846.22
Percentake of Generstl over Trade Receivables for 2018-2019 0.01
General Provision fifiures for 2019-2020 calculated 56,227.90
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6 SALES & OTHER INCOME

SALES & OTHER INCOME 2019-2020 2018-2019
Kshs Kshs
Water Sales 59.176.804 52,653,210
Other Incomes Survey and Works 1.399.700 2,225,200
Interest Received 1.289 505
Grant Income 732,461 732,461
| Total Sales & Other Income 61,310,254 55,611,376
7 ADMINISTRATION & OTHER EXPENSES
T(ADMINISTRATIVE EXPENSES 2019-2020 2018-2019
Kshs Kshs
Telephone 340,495 318,139
Email & postage 9,750 11,520
Fees & Subscriptions 429,544 289.330
Printing & Stationery 271,580 257,190
Newspaper 27,620 29.640
Internet Services & Computer Expenses 51.760 173,732
Office running expenses 261,260 157.985
Billing costs 867.766 173.700
Audit fee 232,000 364,000
Rent 60,000 72,000
Corporate social responsibility 420,202 11.000
Travelling &Accommodation 967,319 1,928,732
Bank Charges 87.268 166.895
Total Administrative Expenses 4,026,564 3,953,863
7(b) BOARD EXPENSES
Directors allowances - 200,000
Total Board Expenses - 200,000
7(¢ ) STAFF EXPENSES
Salaries 16,521.687 15.262.653
Casual wages 1,722,317 1,406,400
NSSF 116,400 188.800
NHIF 411,750 388,350
Pension 1,215,348 2212927
Total Staff Expenses 19,987,502 19,459,130
7(d) GENERAL EXPENSES
Staff Training, Education, Workshops & Conferences 395,180 307.000
Team Building and WASCO Games 981.141 300,580
Security 1.092.508 1,022,067
Sanitation services 16,552 26.843
Hospitality and Entertainment 24,280 72,910
General items, Renovations & repairs 37,950 26,930
Depreciation 1,774,216 1.149.926
Increase in Provision for Bad Debts 6,519.847 570,634
Total General Expenses 10,841,675 3,476,890
7. TOTAL ADMINISTRATIVE & OTHER EXPENSES 34,855,741 27,089,883
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

8 PERATING EXPENSES

OPH RATIONAL EXPENSES 2019-2020 2018-2019
Kshs Kshs
Chernicals 567,934 260,750
Bulkjwater purchases 18,439,438 21,857,668
Electricity ‘ 4,887,875 6,439,051
AWSB Lease fee - 1,845,603
Water levy-WASREB 2,367,072 1,700,157
Mainfenance Waler system 2,609,308 1,470,366
Borelole Services 321,400 230,100
Tra%:grt operati}ns& Maintenance 439,180 799,380
Motaof Vehicle Motor Bikes Insurance 46,337 21,217
WARMA Levy | 994,252 726,583
Fuel Expenses 2,215,324 1,625,309
Calibgation and mieter testing - 5,000
| | Total Operating Expenses 32,888,121 36,981,184
9 INVENTORY
INV ORY 2019-2020 2018-2019
) Kshs Kshs
Pipes 1,175,484 1,175,484
Chlorihe HTH 65% 35,032 11,250
Alum l 29,184 42,500
Statioflery - 9,800
| Total Inventory 1,239,700 1,239,034
10 TRADE AND OTHER RECEIVABLES
10a TRADE AND OTHER RECEIVABLES 2019-2020 2018-2019
_ l Kshs Kshs
Trade Receivables | 75,571,846 57,024,959
Prepayments & Deposits 200,480 130,480
Gross Trade and Other Receivables 75,772,326 57,155,439
Provisign for bad ahd doubtful receivables (26,566,016) (20,046,169)
Net Trlde and Ol‘!er Receivables 49,206,310 37,109,270
10b T({ADE RECEIVABLES 2019-2020 2018-2019
_ | Kshs Kshs
Gross Trade Receivables 75,571,846 57,024,959
Less Specific Provision for Bad and Doubtful Debts (25,809,789) (19,475,535)
Less Geheral Provision for Bad and Doubtful Debts (756,228) (570,634)
Tr Total Net Trade Receivables | 49,005,830 36,978,790
10c PREPAYMENIS AND DEPOSIT 2019-2020 2018-2019
} Kshs Kshs
Office Deposit . 11,500 11,500
Electricity Deposit | 45,980 45,980
Telephofle Deposit | 23,000 23,000
Fuel Degnsit ? 120,000 50,000
Total Prepayments and Deposits 200,480 130,480
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11 ASH AND CASH EQUIVALENT
CASHAND CASH EQUIVALENT 2019-2020 2018-2019
. | Kshs Kshs
KCB - Works Accaunt Cash at Bank 77,320.54 (615)
KCB - Expenditurel Account Cash at Bank 880,287.25 819,035
KCB - Customer's Deposit Accounts  Cash at Bank 4,694,876.60 4,511,382
KCB - Revenue Adcount Cash at Bank 828,070.17 82,910
Equity Bank 73,549.58 59,924
Kiambu Unity Finance 76,058.06 141,030
Githunguri Dairy Farmers 56,393.96 38,057
Cash held by Safariecom (Revenue Collecting Agent) 723,148.00 94,000

Total Cash and Cash Equivalent 7,409,704.16 5,745,723

12 TRADE PAYABLES

TRADE AND OTHER PAYABLES 2019-2020 2018-2019
Kshs Kshs
Trade Payables 108,637,381 91,416,508
Accrued|Expenses 2,065,629 1,928,403
Other Payables 27.314,478 23,707,038
Il’otal Trade & Other Payables 138,017,488 117,051,949
13 CAPITAL RESERVES
Capital Reserve représents the initial capital which is equal to the debtors inherited during the

forma

tiof of the Comipany which is Kshs 11,509,082

14 ORDINARY SHARE CAPITAL
ORDINARY SHARF CAPITAL 2019-2020 2018-2019
Kshs Kshs
Authorised:
5,000 Ordinary Shares of Kshs 20 per value each ] 100,000 | I 100,000
Issued and fully paid:
2 Ordinary Shares of Kshs 20 per value each [ 40 | | 40
15 REVENUE RESERVE
Revenue Reserve comprises of Kshs — (89,365,715) which is a

Cumulative surplus (deficit) for the previous financial years.

23




Githunguri Water & Sanitation Company Ltd
Annual Reports and Financial Statements
For the year ended June 30, 2020

NOTES TO THE FINANCIAL STATEMENTS (Continued)

16 PROPERTY, PLANT AND EQUIPMENT

16a Property, Plant and Equipment Schedule for the Year Ended 30th June 2019
COST Offce | Computers | Furniture [Motor Cycle| Plant& | Buildings | Mobik | Pipes& | Tooks | TOTALS
Equipments | & Laptops | & Fittings | & Vehicle |Equipments Phones | Meters
As at Ist July 2018 130235 1403016 407286 748000 [ 2579304 | 10577546 | 43200 4464680 | 54.500 | 20,407,767
Additions 394240 553,000 192464 | 114,035 3844600 5,098,439
As at 30th June 2019 130235 1797256 | 407286 1301100 2771768 | 10691581 | 43200 | 8309280 | 54.500 | 25,506,206
DEPRECIATION
Asat Ist July 2018 873191 1269433 240910 241750 LI11492] 1199755| 22,14 | 433253 49,107 | 4,655,173
Charge for the Year 5,365 o6l | 20797 126563 183477 234445| 6945( 503928 1796 | 1,149,927
As at 30th June 2019 92684 [ 1336044 261707 3683131 1294969 | 1434200 29099 | 937.181[ 50903 [ 5,805,100
NET BOOK VALUE
As at 30th June 2019 37351 461212 145579 932787 1476799 9257381 [ 1401 7372099 3397 19,701,106
As at 30th June 2018 42916 99958 166376 5062501 14678121 9377791 | 21,046 4031428 35393 | 15,718,970
16b Property, Plant and Equipment Schedule for the Year Ended 30th June 2020
COST Office | Computers | Furniure Motor Cycle| Plant& | Buildings | Mobik | Pipes& | Tools | TOTALS
Equpments | & Laptops | & Fittings | & Vehicle |Equipments Phones |  Meters
As at Ist July 2019 130235 1797256 | 407286 | 1301100 2,771,768 | 10.691.581 | 43200 8309280 | 54500 | 25,506,206
Additions 131,000 284000 | 2,060,000 2,475,000
As at 30th June 2020 130235 | 1928256 | 407286 [ 1301100 | 2.771.768 | 10,691581 | 327200 | 10369280 | 54.500 | 27,981,206
DEPRECIATION
As at Ist July 2019 02684 | 1336044 261707 368313 [ 1294969 | 14342001 29099  937.181] 50903 | 5,805,100
Charge for the Year 4,694 174,729 18.198 13097 184600 231435 | 4653 |  921512] 1198 1,774,216
As at 30th June 2020 97378 1510773 279905 601510 1479569 | 1665635 33752| 1858693 s2101| 7,579,316
NET BOOK VALUE
As at 30th June 2020 0857 417483 127381 699390 [ 1292199 | 9025946 | 293448 | 8510587 | 2399 | 20,401,890
As at 30th June 2019 37551 4612121 145579 932787 1476799 | 9257381 [ 14.101] 7372099 | 3597 19,701,106
17  CUSTOMERS DEPOSIT
CUSTOMERS DEPOSIT 2019-2020 2018-2019
_ Kshs Kshs
Opening Customers Deposit Balances 7,621,739 6,338,298
Deposits Received from Customers 674.000 1,287,941
Customer Refunds/Withdrawals 11,000 4,500
Closing Customers Deposit Balances 8,284,739 7,621,739
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BORROWINGS ‘ 2019-2020 2018-2019
| Kshs Kshs
Balanice at the béginning of the year 3,000,000 3,500,000
Repainent of intdrnal during the year 1,500,000 500,000
Balante at the end of the year 1,500,000 3,000,000
Less: }mount due with one year(current portion) 1,500,000 500,000
19 l?EFERRED INCOME
| DEFERRED INCOME 2019-2020 2018-2019
| Kshs Kshs
Balande at the beginning of the year 9,811,969 10,544,430
Deferrgd income dliring the year 732,461 732,461
Balande at the end of the year 9,079,508 9,811,969
20 l‘]OTES TO THE STATEMENT OF CASHFLOW
NOTES TO THE STATEMENT OF CASH FLOW 2019-2020 2018-2019
' Kshs Kshs
(a) Rettnciliation »f operating profit/(Loss) to cash
generated from/ (used in) operations
OperatiLg Profit/(l 'rs) (6,433,607) (8.459,691)
Deprecifition ' 1,774,216 1,149,927
Operating profit/ (loss) before working capital
changes (4,659,391) (7,309,764)
Working Capital Changes
(Increase) Decreas¢ in Trade and Other Receivables (12,027,040) (10,842,041)
(Increasi:) Decrease in Prepayments and Deposits (70,000) -
(Increasg) Decreasé¢ in Inventories (666) (2,357,342)
w
Increase( Decreasd) in Trade and Other Payables 20,965,539 21,810,068
Increasel( Decreas ‘ in Customer Deposits 663,000 1,283,441
Cash Gel erated from/ ( used in ) Operations 4,871,442 2,584,362
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IThe Com

i) W

IRELATEI

i) Mi 1istry of Water and Irrigation

i) Colinty Government of Kiambu
\SREB
1 iv) WARMA

v)  AtHi water services board
|

PARTY DISCLOSURES
any is related to;

TO THE FINANCIAL STATEMENTS (Continued)

Tofal

vi) Key management
vii) Bodrd of directors
a) | Key mapagement remuneration

kdy Manag nent Remuneration 2019 /2020 2018/2019
L Kshs. Kshs.
Directors ' 0 200.000
K&y Management 6. 886.812 6.086.186
Tatal 6,886,812 6,286,186
Amounts due to related parties 201972020 2018/2019
. l Kshs Kshs
AWSB L 15.541,893 15,541,893
WASREB || 4,547.251 2.18/0.179
WARMA | 4.617.160 3.972.908
Mﬂ‘listry of W#ler and Irrigation 22,000 22,000
Najrobi Watet 104.351.750 88.412.312
129,080,054 110,192,292
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éftalements are presented in Kenya Shillings (Kshs)
i
\

led against us of which the company is required to deposit a sum ofKshs.1,
terest account awaiting appeal. The money is to be borrowed from Customer
e the company is not in a financial position to settle the charges. Further, a
e company Mr. Robert Njenga has sued the organization seeking Compensation




