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GLOSSARY OF TERNIS

Acronym Description

AIDB

AOD

ASAL

BMGF

CBOs

CFA

covtD-19

DANIDA

EU

GDP

GoK

HOA

IFAD

ISO

Kfw

KShs

MoU

MOWSI

NCBA

OBA

QMS

SFD

SWASAP

UBSUP

T]NICEF

UPC

USD

WASH

WASREB

WRA

WRUA

WSDP

WSPs

WSTF

WUA

African Development Bank

Aid on Delivery

Arid and Semi-Arid Lands

Bill and Melinda Gates Foundation

Community Based Organizations

Community Forest Associations

Corona Virus Disease-2019

Danish Intemational Development Agency

European Union

Crross Domestic Product

Government of Kanya

Hom of Africa for Cnound Water Resilience

Intemational Fund for Agricultural Development

Intemational Organisation for Stan&rdization

Kreditanstaltfu er Wiederaufbau (German Govemment Bank)

Kenya Shillings

Memorandum of Understanding

Ministry of Waler, Sanitation & Irrigation

NCBA Bank Kenya Plc

Output Based Aid

Quality Management Systems

Saudi Fund for Development

Sustainable Management and Access to Water and Sanitation in the ASAL Programme

Upscaling Basic Sanitation for the Urban Poor

United Nations Chil&en's Fund

Urban Project Concept

United States Dollar

Water and Sanitation for Hygiene

Water Services Regulatory Board

Water Resources Authority

Water Resourccs Users Association

Water & Sanitation Development Programme

Water Services Providers

Water Sector Trust Fund

Water Users Associations
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I. KEY ENTITY INFOR]\TATION AND ]\IANAGEI\IENT

(a) BACKGROUND INFORIIATION

Water Sector Trust Fund (formerly Water Services Trust Fund) - WSTF, is a corporate body established
under section I l3 (l) of the Water Act, 2016 of the Laws of Kenya and it is domiciled in Kenya.

(b) PRINCIPAL ACTIVITIES

The objective of the WaterFund is to provrde conditional and unconditional gants to counties and lo assist

in financing the developmert and management of water services in marginalized areas or any area which is
considered by the Board of Trustees to be underserved including: -

a) Community level initiatives for the sustainable management of water resources;

b) Development of water sewices in nrral areas considered not to be commercially viable for provision of
water services by licensees;

c) Development ofwater services in the under-served poor urban areas; and

d) Research activities in the area ofwater resources management and water services, sewerage and
sanitation.

Vision:

"To be the institution ofchoice in financing the improvement ofaccess to water and sanitation for the underserved
in Kenya"

Mission:

"To finance the development ofsustainable waler and sanitation services and water resources management"

Core Valucs

a) lustainability - The Fund strives to ensure that the funded projects are financially, socially and

environmentally sound and sustainable through innovative mechanisms.

b) lntegrity - The Fund ascribes to high stan&r& of personal and professional ethics and integrity in the

conduct of its affairs.

c) Qood Governance - The process is as good as the product, The Fund promotes the virtues ofequity and

t-air play for equitable sustainable development through consultations as well as effective communication,
coordination and public panicipation in all undertakings.

d) luman Dignity - The Fund is committed to uphold reasonable standards of access to water and sanitation
for the citizens of Kenya to meet its constitutional mandate.

e) feamwork - The Fund relentlessly pursues timely attainment of targeted results at all levels through high
level coordination, networking and collaboration within WSTF and its partners.
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l. KEY ENTIry INFORMATION AND MANAGEMENT (Continued)

(c) Key Management

Board of Trustees

)\lanagement Team

Dr Erick Kipkocch Rutto Board Chai rperson
Mr. Julius Korir. CIIS Principal Secretary, State Department lbr Water and Sanitation
Dr. Chris K. Kiptoo CBS PS, The National Treasury and Planning (TNT)
Mr. Daniel Mutua Alternate Truslee to CS: Ministry of Treasury and Planning
Mr. Rolex Kibet Kirui Alternate Trustee to PS: Ministry of Water, Sanitation and

Irrigation (effective 27'h February 2025)
Eng. Joseph Kimani Ngacha Member
Mr. Barako Qatamur Mc'nrbcr
Mr. Andrew Mbithi Menrher
Mr. Lucas Chepkitony Vember
Ms. Maryan l-Ibah Mohamed Member
Ms. Winfred Wan jiku Nioroge Menrhcr
Ms. Josphine Eregae Menrber
Mr. Marsclino Malinro Arhcllc Menrbcr
Ms Halima Ali Corporation Secrelary

Mr. Willis Okello Ombai, BSc (Forestry), MA (Project
Planning & Management)

Chief Executrve Ollicer

Mr. Edwin Korir, B.Ed. (Arts), MBA, CPA (K) General Manager, Intemal Audit & Risk
Assurance

Mr. Samwel Gitau Mbugua, B. Com (Accounturg),
MBA, CPA (K)

General Manager, Corporate Services

Mrs. Halima Ali Abdullahi, Bachelor of Laws (LLB),
LLM, CIARB, CPS

General Manager, lrgal Services & Colporation
Secretary

Mrs. Ruth Nganga, BA (Theology), P(d'E, Ed, CP3P,
MBA

General Manager, Fund Devclopmcnt

Mr. Isaac Kega, BA (Econ), MEcon, PMP, MESK General Manager, Programmes

Mr. Bernard Njenga, B. Com (Business Information
Systems), MBA (MIS)

Manager, ICT

Mr. Paul Atwa, BA (HR), Higher Dip. HR,
MBA(Ongoing)

Manager, Human Resources and Administration

Mr. Thomas Nyangau BSC. Eng, MBA Strategy Manager, Commercial Financingy' Urban
Investments

Mr. Panuel Nyaga, MSC, hocuremert & Logistics,
BCOM (Marketing), Diploma in Purchasing & Supplies

Manager, Supply Chain Management

Eng. Rose Nyikuri, BSc. Eng (Civil), MSc (W'REM), R
Eng., MIEK

Manager, Water Resources and Climate Change

Mr. Peter Koech, BSC. Eng, (Civil) Manager, Water and Sanitation Sewices

Mr. Elly Ochere, MBA, BSC Actuarial Sciences with IT Ag. Manager, Research, Planning and M&E
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l. KEY ENTITY INFORNIATION AND NIANAGEI\IENT (Continued)

(d) Fiduciarl' Nlanagement

The key managemeat personnel who held offrce during the financial year ended 30b June 2023 and who
had direct fiduciary responsibility were;

(e) FiduciaryOversightArrangements

Audit and Risk Committec

The committee assists the Board of Trustees in fullilling its oversight role with objectiviry, independence
and effectiveness by;

r Obtaining assurance from management that all financial and non-linancial internal control and risk
management functions are operating effeclively and reliably

o Providing an independent review of an entity's reporting functions to ensure the integrity of financial
reports

o Monitoring the el'fectiveness of the entity's performance management and performance information
o Providing strong and effective oversight ofan entity's internal audit function
o Providing effective liaison and facilitate communication between management and extemal audit
o Providing oversight ofthe implemenlation of accepted audit recommendations
o Ensuring the entity effectively monitors compliance with legislative and regulatory requirements and

promotes a culture committed to Iawful and ethical behaviour.

Finence end Corporete Services Committee

The commillee ensures effective systems that provide leadership in managemenl, resource rationalization
and professional performance that endeavour in realizing the achievement of goals by providing the
following:

o Reviewing and recommending WSTF policies relating to Finance, Human Resources, Planning &
Research, Procurement and ICT for elficient and effective l'rmction of the Fund.

o EnsurinS lhat the Fund has effective and elficient intemal control systems.
o ReviewinS and recommending the Fund's long, medium and short-term plans that are consistent with

the Strategic Plan.
o Ensuring that the Fund has optimal liquidity to enable the smooth flow ofoperations for working capital

and development.
o Ensuring there are adequate financial reporting structures in place.
. ReviewinS financial reports and making appropriate recommendations to the Board.

){ame Designation

Mr. Willis Okelkr Ombai Chief Executive Olficer
Mr. Samwel Gitau Mbugua General Manager, Corporatc Services

Mr. Isaac Kega General Manager, Programmes

Mr. Edwin Konr General Manager, Intemal Audit & Risk Assurance

,1
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l. KEY ENTITY INFORMATION AND N{ANAGEl\IENT (Continued)

(e) Fiduciary Oversight Arrangements

Invcstment and I\tonitoring Committce

The Committee provide guidance, advice and recommendations to the Board for the realization ofaccess to
Water and Sanitation services through financing of viable projects by:

Developing and reviewing funding mechanisms and make recommendations as appropriate to the BOT
for approval.

Ensuring compliance with developed syslems in terms of appraising, funding, implementation and
monitoring ofsustainable water and sanilation projects.

Reviewing project proposals and/or investrnent brieG recommended by the Management and
recommend as appropriate to the Board of Trustees for approval.
Strengthening and sustaining the Fund's relationship with the parent ministry, other water institutions
ond relevant stakeholders.

Public Investme nt C0mmittecs

This is a select Committee established pursuant to Standing Order No. 206 of the National Assembly and is
mandated to among olher lhings, examine the reports and accounts of l\blic lnvestments as submitted by
the Auditor-General and also examine whether the affairs ofpublic investments are managed in accordance
with sound financial or business principles and prudent commercial practices, Article 229 ofthe Constitution
of Kenya also mandates Parliament lo consider the report of the Auditor-General. The Committee invites the
Fund to appear before it lo adduce evidence on the Reports of the Auditor -General on the Financial
Statements ofthe Water Sector Trust Fund for specified period.

Development Partners

Development Partners provide oversight through quarterly steering committees and bilateral meetings held
from time to time. WaterFund prepares and submits quarterly and annual reports to Partners regarding status
and progress of the progranunes, including statements of expendirure for funds received from each partner.
The Fund receives and ad&esses Partners feedback on reports and during meetings and often organizes field
visits for parhers to inspect projects they have funded. They also provide Technical Assisranb who help to
enhance WaterFund's capacity. WaterFund ulilizes the funds against a work plan and budget allocated by
the National Treasury.

(Q Registered Olfices

CIC Plaza First Floor.
Mara Road, Upper Hill,
P.O. Box 49699 - 00100
Nairobi, Kenya.

(g) Entity Contrcts

Tel: +254 - 20-2720696/901 7/90 I 8/90 I 9
Fax: +254 - 20-2724357
I:-nrail inlir(rr s'at d.qo.ke
Website: www.waterfund.qo.ke

(h) Bankers

Central Bank of Kenya
Haile Selassie Avenue
P.O Box 60000 - 00200
Nairobi, Kenya.
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l KEY ENTITY INFORMATION AND MANAGEMENT (Continued)

(h) Bankers(Continued)

National Bank of Kenya Limited
Hill Plaza Branch,
P.O. Box 45219 - 00100
Neirobi, Kenyr.

Kcnya Commercial Bank Limited
Capitol Hill Branch
P.O. Box 69695 - 00100
Nairobi, Kenya.

NCBA Bank Limited
NCBA House, Masaba Road
P.O. Box 44599 - 00100
Nairobi, Kenya.

Cooperative Bank of Kenya
Upper hill Branch
P.O. Box 48231 - 00100
Nairobi, Kenya

Equity Bank Kenya Limited
Supreme Branch Upper hill
P.O. Box 75104 - 00200
Nairobi, Kenya

(i) IndcpendentAuditor

Auditor General
OIfice of the Auditor General
Anniversary Towers
P.O. Box 30084 - 00100
Nairobi, Kenya.

() Principal Legal Advisors

The Attorney General
State hw Offrce & Department of Justice
Harambee Avenue
P.O. Box 401l2 - 00200
Nairobi, Kenya
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2. BOARD OF TRI]STEES

The Board of Truslees' who served the Fund during the financial year are

Dr Erick Kipkoech Rutto - Board Chairman

Erick Kipkoech Rutto holds a Master's of Science degree in Tropical and Infectious
Diseases, as well as a Bachelor of Science degree in Medicine and Surgery. Dr Rutto is
currently pursuing a Ph.D. in Medical Microbiology.

In addition to his role as Chairperson of the WaterFund, Dr Rutto is a distinguished
entrepreneur and serves as the l" Vice President of the Kenya National Chamber of
Commerce. In this capacity, he actively promotes and safeguards the commercial and
industrial interests of the Chamber's members and the country as a whole. Dr Rutlo plays
a cnrcial role in facilitatinS domestic and intemational trade by organizing finance trade
and industrial exhibitions, which contribute to fostering economic growth.

Dr Runo is a strong advocate for l'avourable legislation and efl'ective bureaucratic
measures that protecl the interests ofChamber members. Acting as a liaison, he connects
foreign investors with oppommities in Kenya, stimulatinS partnerships and contributing
to thc country's cconomic dcvclopmcnt,

With over fifteen years of experience in senior management, Dr Rutto has demonstrated
expertise in strategic leadership, operations managemenl, finance management,
organizational development, administration, stakeholder relations, and client relationship
management. He has also contributed to the promotion of high educational slandards
tkough his teaching experience in higher education institutions.

Professionally, Dr Rutto is an active member of the Kenya Medical Association (KMA),
the Kenya Association of Private Hospitals (KAPH), and serves as the Chairman of the
Eldoret Private I{ospital Owners Association (EPHOA). His involvement in these
professional organizations reflects his commitment to the advancement ofhealthcare and
the improvement of medical services.

Dr Rutto's research experience focuses on Translational Research, which involves
leveraging knowledge li.om basic scierces and research to develop new dnrgs, medical
devices, diagnoses, and trealment options. His specific research interesls include in-house
genotype antiretroviral drug resistance in therapy-naive HIV-l positive patienls,
interactions belween malaria and HIV co-infections in malaria endemic zones, and
antibacterial sensitivity patterns. trends, and anlibiolic use stewardship in Kcnya.

Outside of his professional commitments, Dr Rutto sewes as an advisor and Board
Member to the Tegla l.orupe Peace Fourdation, contributing his experrise to promote
health and well-being. He has also previously held posilions as a member ofthe Board of
Directors of the Water Services Regulatory Board (WASREB) and Chairman of the
Eldama Ravine Sub County Referral Hospital in Eldoret.

Dr Rutto's extensive experience, entrepreneurial mindset, and dedication to research and
community sewice make him a valuable assel as Chairperson of the Water Sector Trusl
Fund. His combination of medical knowledge, management skills, and cornmilment to
the advancement of the water sector in Kenya ensures rmpactful contributions to the
country's sustainable development.

I
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Mr. Willis Ombai - Chief Erecutive OIIicer

Mr. Ombai is a Developmental Expert with a bias in Natural Resource Management and

with over 20 years' experience in various countries in Al'rica serving in dillerent
capacities. He holds Masters of Arts Degree in Project Planning and Management from
Maseno University, Bachelor of Science Degree in Forestry from Moi University. He is

currently pursuing a PhD in Environment Policy lircm University of Nairobi.

Mr. Ombai has extensive experience in management of development proiects financed
by bilateral, global and national agencies including World Bank, European lJnion,
DANIDA, German Development Bank, Intemational Fund for Agricultural
Development, The Gates Foundation, Govemmerl of Sweden, Govemment of Finland
and Govemment ofKenya.

ln his previous portfolio as a Chief Manager, lnvestments and Programmes, Mr. Ornbai's
key role was overall supervrsion of implementation ol investmerls across WaterFund
through monitoring and developmort of quality and timely reporting to Development
Partners, Board of Trustees and olher key stakeholders. He led in development of short

to long term investrnent strategies, development and review of proposals lbr resource

mobilisation, establishment and strengthening of partnerships.

Mr. Ombai previously worked as a Project Coordinator at Open Society Initiative for
Southern Africa, a Civil Srrciety C)rganisation on Sustainable Land Managemenl (SLM)
Proiect for Sub-Saharan Africa l'unded by the United Nations Developmenl Programme
(LlNDP). Key among his responsibilities was to provide strategic leadership to the
projecl teams in budgeting, stakeholder engagement, granl management risk assessment

and assurance. High-level reporting for tansparency and accountability in compliance
to best practices, national and intemational environmental laws was also port of his
responsibilities.

Mr- Ombai has been serving as the Secretary and Advisor to the WaterFund Board of
Trustees (Investments & Monitoring Commitree) on broader issues pertaining

investments in water, sanitation and water resources management proiects, monitonng.
evaluation accountability and learning. Mr. Ombai has also previously worked for World
Agro Forestry Centre (International Centre for Agroforestry-ICRAF), Danish
Intemational Development Agency and National Environment Trust Fund amongst
othcrs.

Mr. Ombai is a member of Forestry Society of Kenya, Environmental Institute of Kenya
and Institute of Directors (Kenya).

Mr. Julius Korir, CBS, Principal Secretary, Strte Deprrtment for Water and
Sanitetion

Mr. Julius Korir is the Principal Secretary in the State Departnrent for Water and Sanitation
since October 2023. Before this posting, Mr. Korir served in the Oflice of the Deputy
President, State Department lbr Cabinet Affairs (December 2O22 - SePtember 2023) He

has also served in other dilTerent Govemment Ministries and Departments that include:
Ministry of Devolution (February-202 I - December-2O22, State Department for Youth in
the Ministry of ICT, Innovation and Youth Afl'airs (September 2019 - February 2021),
Slate De?artment for Infrastructure in the Ministry of Transport, Infi'astructure, Housing,
Urban Development and Public Works (February 2018 - September 2019).

In the State Department of Infrastructure, he Spearheaded the implementation oithe Low
Volume Sealed Roads (LVSR) Programme aimed at upgrading 10,000km ofgravel Rural
Roads to Bitumen Standards.

Mr. Julius Korir has also served as the Principal Secretary in tle Ministry of Health (March
2017 - February 2018). Here, he facilitated the restoralion of Donor confidence through
demonstrable strengthening of financial managemenl and controls syslems in lhe
utilization of financial resources ofGoK and Donor funds. He also oversaw the rollout of
the Managed Equipment Services (MES).

Mr. Korir has served as the Principal Secretary State Department of Investment and

lndustry in the Ministry of Industry, Trade and Cooperatives having been appointed on
lSth December 2015. Prior to this he was appointed Industnalization Secretary, in the then

8
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Ministry of Industrialization and Enterprise Development from May 2014. At the Ministry
of Industrialization, he spearheaded development of Kenya's Industrial Transformation
Program (KITP), Kenya's Industrialization Blueprint. He also successfully coordinated the
Kenya Govemment Business

Reform Initiatives under the Ease of Doing Business Relorms where the Country's
rankings in the World Bank Ease of Doing Business Report improved tremendously from
136 to 92 in a period ofnvo (2) years.

Over the years he has been involved in managing a large portfolio of Development partner
funded Projects that are targeted towards improving livelihoods and making trade work
for the poor. He is a holder of an MBA in Intemational Business and a BSc. in Agriculrural
Economics.

Dr. Chris K. Kiptoo, CBS - PS, The National Treasury and Phnning (TNT)

Dr. Chris Kiptoo is the Principal Secrelary, National Treasury. He was appointed
Principal Secretary by President William Samoei Ruto on ls December 2022. b.
Kiptoo is the immediate former Principal Secretary, Ministry of Environment and
Forestry. Before that, he also served as a Principal Secretary at the State Depanment of
Trade, Ministry of Industry, Trade & Cooperatives.

In his working career, Dr. Kiptoo has acquired a rich wealth ofexperience in economic
policy analysis, mainly gained at the Central Bank of Kenya, Capital Market Authority
and the International Monetary Fund, where he has served in various capacities. His
expenise especially relates to the design and implementation of monetary policy;
balance ofpayments and exchange rates; fiscal operalions and policy; financial sector
matters including capital markets; national accounts/real sector and macroeconomic
accounting, and modelling and lbrecasting.

Additionally, Dr. Kiptoo has proven experience in environment and climate change
policies, trade policy and regional integration, private sector development and
advocacy, infrastructure developmert, institutional development of Govemment
instirutions and organisational management, all mainly gained at 0re Ministry of
Environment aod Forestry, State Department of Trade as well as Trade Mark East
Africa. Noteworthy, he also has four years of experience in economic policy
coordination gained while working at the then Office of the Prime Minister.

Dr. Chris Kiptoo holds a Doctor of Philosophy Degree (PhD) in Finance (httenutional
Macroecononrics Finance specialization) hom The Nairobi University, as well as a
Master of Science (Ag. Economics) and Bachelor of Science (Ag. Economics) degree
from Egerton University. He is also an Accredited Fellow in Macroeconomic
Management Macroeconomic & Financial Management Institute of Eastem &
Southern Africa (MEFMI)

Daniel Mutr:a is a Deputy Director, Investment at the National Treasury. He altemates
with the Cabinet Secretary, the National Treasury at the Board. He has over 23 year's
Public sector experience in various Ministries including - Ministry of [.abour,
National Heritage, and the National Treasury - Directorate of portfblio management.
Intensive training in Investment appraisal, Enterpnse Risk analysis, Corporate
Govemance, and Public-Private Partnerships. Mutua holds a B.Ed. (Economics/
Business) from Kenyatta University (1991), MBA from ESAMl/I,laastricht (2006)
and several certificates from IP3 Institute, Washington DC-USA. He has previously
served as an Altemate Director in the Boards of ICDC, EPZA, WSTF, NBA, KNAC
(2001) Ltd and University of Eldoret Council.

()

lllr. Daniel Mutua - Alternate Trustee to CS: Nlinistry of Treasurl'and Planning
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2. BOARD OF TRUSTEES (Continued)

Mr. Rolex Kibet Kirui - Alternate Trustee to Principal Secretary, Ministry of Water, Sanitation and Irrigation,
Ststc Dcprrtment firr Water and Sanitation (effective 27t| February 2025)

Rolex Kibet Kirui is an accomplished Chief Economist with over 19 years of professional
experience in the Water and Sanitation Sector, having served in various capacities since
2fi)7. He holds both a Bachelor of Arts degree (2002) and a Master of Arts in Economics
(2013), eamed from the University of Nairobi. His expertise spans policy analysis, economic
modelling, and performance management within the public service.

Mr. Kirui plays a pivotal role in shaping the strategic direction of the water sector by
preparing policy briefs, reviews, and reports that assess the status of the economy and
evaluate the impact of water and sanitation on economic performance. He also contributes

to the formulation of ministerial strategic plans through the provision of statistical &ta and analyical insights.

Mr. Kirui is actively involved in coordinating stakeholder engagement, facilitating both state and non-state actors in
developing donor t'unding proposals. Additionally, he oversees the preparation and dissemination oi survey reports
and statistical bulletins, ensuring thal data-driven decisions inform sector development. His work supports the
formulation ofnational policies, Bills, and strategies by coordinating the provision ofessential sector &ta.

At the regional and global levels, Mr. Kirui contributes significantly to intemational commitments. He facilitates the
monitoring and reponing of Sustainable Development Goal 6 (clean water and sanitation) and other international
liameworks. He also initiates position papers on regional and intemational economic cooperation and undertakes
economic modelling and forecasting lbr the water sector.

Furthermore, Mr. Kirui plays a key role in the monitoring, evaluation, and reporring ofperformance contracts for the
Ministry and its affiliated institutions. His leadership and technical expertise support conlinuous improvement in the
delivery of water and sanitation services nationwide.

Eng. Joseph Kimani Ngacha - Independent Trustee

Eng. Joseph Kimani Ngacha, is a member of the Board of Trustees al lhe Water Sector Tnrst
Fund (WaterFund), contributing his extensive expenise in civil engineenng and construction
management to advance WaterFund's mandate. Eng. Ngacha's educational background is
anchored in a Bachelor of Science degree in Civil Engineering from the University of
Nairobi, where he achieved the distinction ofgraduating with Honours in 1977.

With a remarkable career sparuring over three decades, Eng. Ngacha, has dernonstrated his
prowess in construclion management. His track record is characterized by the successful
oversight of multi-million-shilling projects, elTectively navigating them from
conceptualization to their ultimate completion. He is nol only a seasoned engineer but also
a founding member of the esteemed Kenya Federation of Masters Builders (K-FMB), a
lestament to hrs dedrcation to the development of the construction industry.

Eng. Ngacha boasts a diverse professional backgrormd, having held pivotal roles within the
Ministry of Public Works and Housing, as well as Kenya Railways. His tenure in these
institutions has encompassed various capacities, including Principal Engineer and District
Civil Engineer, showcasing his versatility and in-depth knowledge of civil engineering
practices.

Presently, Eng. Ngacha, occupies the position of Managing Director ar Jipsy Civil and
Building Contractors Ltd., a position lhat underscores his leadership acumen and ability to
drive successful projects in the construction sector. His extensive experience and industry
insights align seamlessly with WaterFund's mandate as he contributes his wealth ol'
knowledge to support the same.

l0
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Mr. Andrew Mbithi - Independent Trustee
Andrew Mbithi Muiya is a member of the Water Sector Trust Fund (WaterFund)
Board of Trustees. Holding a BSc degree in Govemance and Leadership liom Jomo

Kenyatta Unrversity of Agriculture and Technology (JKUAT), Mr. Mbithi combines
academic excellence wilh a wealth of leadership experience.

Mr. Mbithi's exlensive leadership journey includes serving as the leader of the

Majonty Coalition in the County Assembly of Embu, showcasing his adeptness in
strategic collaboration. His dynamic career spans roles such as Treasurer al CDF
Mbeere South Constin:ency and Director at Elite Logistic Ltd. His remarkable
contributions extend to chairing both Embu County Council and Mbeere County
Council.
With diverse experiences ranging from national intelligence services (special branch)
lo the Kenya Police Force, Mr. Mbithi's comprehensive background bnngs unique
perspectives to the Board. WaterFund anticipates leveraging his profound expertise
in leadership to &ive impactful initiatives and promote positive change within the
water seclor.

Mr. Barako Qatamur - Independent Trustec

Mr. Barako Elema Qatamur brings a wealth of legal experlise and a distinguished career
in the judiciary to his role as a vital member of the Board of Trustees at the Water Sector
Trust Fund (WaterFund). His background within the legal landscape ofKenya spans over
a decade with dedicated servrce within the Judiciary lbr more than I I years, as the Head
of Protocol in the Office ofthe ChiefJustice.

In recognition of his leadership potential and management acumen, Mr. Qalamur has

completed the Senior Management Course from the Kenya School of Govemment (KSG),
further enhancing his strategic decision-making skills.

Notably, Mr. Qatamur is a Certified ProfessionaI Mediator, indicative of his dedication to
altemative dispute resolution mechanisms. His professional affiliations encompass
membership in various bodies such as the Law Society ofKenya, Public Relations Society
of Kenya, Protocol & Diplomacy lntemational - hotocol Officers Association, and
Medialion Training Institute Intemational, USA.
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Holding a Master of Arts in Diplomacy and Intemational Srudies from the University of
Nairobi, Mr. Qatamur demonstrates a broad understanding of intemalional relations and
diplomacy. Furthermore, his academic foundation includes a Post Graduate Diploma in
Law from the Kenya School of l-aw, a Bachelor of Laws Degree (LLB), and a Bachelor
of Arts in Joumalism and Media Srudies (Public Relations).
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2. BOARD OF TRUSTEES (Continued)

I

Mr. Lucas Chepkitony - Independent Trustee

Mr. Lucas Kipkosgei Chepkitony is a member of the Water Sector 'lrust Fund
(WaterFund) Board of Trustees. Holding a Post-graduate degree in Animal Production
from the Agriculnrral University of Norway and a Bachelor of Science in Agriculrure
from New Mexico State University, USA, Mr, Chepkirony's academic foundarion
underscores his commitment to excellence.

With a diverse career spanning agriculture and related sectors, Mr. Chepkitony's impact
has been far-reaching. Notably, during his tenure as Member of Parliament for Keiyo
North Constituency, he served os a member ond vice-chair of the Agriculture committee,
showcasing his dedication to agriculrural development.

Mr. Chepkitony's extensive professional joumey includes leadership roles such as

Director at dre Pest and Agricultural Chemical Product Board, Managurg Director of futl
Valley Textile Limited (Rivatex), General Manager at Agro-Chemical and Food
Company Ltd, Muhoroni, and Deputy Managing Director at Muhoroni Sugar Company.

His inlluential presence extends beyond his colporate roles. He served as Chairman of
the Kenya Association of Manufacturers (KAM) Eldoret Chapter, held positions on
boards including the National Management Board of Kenya Association of
Manufacturers and the National Management Board of Federation of Kenya Employers
(FKE), and contributed to educational institutions as a member of various boards and
commiltees-
Mr. Chepkitony's remarkable wealth of expertise, gamered from diverse leadership
positions, is a valuable asset. His distinct blend of industry knowledge and strategic
insight serves as a catalyst for driving positive impact within Kenya's water seclor.

Maryan Ubah Mohammed is a member of the Water Sector Trust Fund (WaterFund) Board of
Trustees- Armed with a Bachelor of Arts (BA Hons) degree in Intemational Relations with
Political Science from the University of Birmingham, UK, Maryan combines her academic
foundation with a stellar l3-year career in the Human Services field-

With meticulous attention to detail, Maryan is a consummate professional, renowned lbr her
organizational prowess. Her adeptness in leadership, strategic task development, and
administrative support is underlined by her el'Gctive communication skills. She champions
marginalized and at-risk populations through program development, exempli$ing her
dedication to positive change.

Maryan is a collaborative and analyical force, proticient in forging partnerships and
advocating for communities in need. Her presence on the Board underscores WaterFund's
commitment to impactful change in the water sector, &iven by Maryan's passion for equitable
development. Maryan is the Chairperson lo the Audit and fusk Assurance Committee-
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2. BOARD OF TRUSTEES (Continued)

Josphlne Eregae, Independent Trustee

Josphine K. Eregae is an integral member of the Water Sector Trust Fund
(WaterFund) Board of Trustees. Holding a Master of Science in Leadership and
Governance from Jomo Kenyatta University of Agriculture and Technology,
along with a Bachelor's Degree in Arts (Education) frorn Bugeura University,
Ms. Eregae combines academic excellence with a rich professional background.

With over a decade of experience in Govemment Relations, Ms. Eregae's
expertise shines. Her impactful leadership roles have included steering Counly
Departments in policy development, lobbying, advocacy, and organizational
management. Her strategic acumen comes to the forefront in fostering enhanced
relationships with county legislators and stakeholders.

As an accomplished Executive Director, Ms. Eregae is recognized for &iving
propress through adept team leadership ond development. Her career has spanned
diverse roles such as Executive Director of Hom of Africa, County Executive
Comminee Member for Education, Youth, Sporls, Gender, Culrure & Social
Services, and County Executive Committee Member lbr Water, Sanitalion,
Energy, Environment & Climate Change.

Her hands-on experience extends to her tenure as Ward Administrator within the
Counly Government of Isiolo. Ms. Eregae's multilhceted background enriches
WaterFund's initiatives, bringing invaluable knowledge and expertise to the
Board. Her presence contributes significantly to the Fund's vision of sustainable
funding of safe watcr and sanilation lbr all.

l3

Ms. Wiufred Wanjiku Njoroge - Independent Trustee

Ms. Winlied Wanjiku Njoroge serves as the Deputy Inspector-General, State Corporations at
the Inspectorate of State Corporarions. Within the Board of Trustees of the Water Sector Trust
Fund (WaterFund), she represents the Inspector-General, State Corporations, bringing her
wealth of experience and expertise.

With an impressive career spanning over 18 years, Ms. Njoroge possesses a diverse
background in both public and private sectors. Her proficiency encompasses corporate

Sovemance, Human Resource instrument development, public policy advisory, puhlic sector
reforms, board evaluation, project monitoring & evaluation, and media monitoring.

Her commitment to Sovemance excellence and eflicient service delivery earned her the

esteemed Head of State Commendation (HSC) in December 2021. Ms. Njoroge's dedication
extends to continuous education, having completed courses in public sector govemance,

corporate governance, and govemance audit-

Educationally, she holds a Master of Business Administration (MBA) degree in Operations
Management and a Bachelor of Arts degree in Economics and Sociology, both from the

esteemed University of Nairobi. She further enhances her expertise with a Diploma in Project
Management from the Kenya Instih:te of Management (KIM).

Ms. Winfred Wanjiku Njoroge's multifaceted backgrorurd and passion for govemance forti$
the WaterFund Board of Trustees. Her role ensures ellective representation of the Inspector-
General's o{Iice and contributes signihcantly to WaterFund's pursuit of increasing access to
water and sanitation lo underserved and marginalised communities.
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2. BOARD OF TRUSTEES (Continued)

Marselino Malimo Arbelle - Independent Trustee (Effective 0l'r September 2023)

Marselino Malimo Arbelle is a member of the Water Secror Trust Fund (WaterFund) Board
of Trustees. He holds a Bachelor of Business Management (Marketing) degree liom Mt.
Kenya University (MKU), Kenya, which forms the lbundation of his exlensive professional
joumey.

Mr. Arbelle is a seasoned Business Manager and Admintstrator with a multil'aceted skill
s€t honed over lhe years. His expertise spans sales, marketing, client relations, human
resources, and financial management. He excels in orchestrating operational functions and
leading teams to achieve remarkable success.

His career includes a tenure as the Member of Parliament for Laisamis Constituency and
service as a Member of the National Assembly in the Kenyan Parliament. During this time,
he contributed his insights and skills to comminees dealing with Security, Budget, and
Powers and Privileges, demonstrating his commitmenl to effective govemance.

Mr. Arbelle's professional joumey also encompasses roles such as Country Manager at
Trojan Intemational-South Sudan, Sales and Marketing Manager at Hass Petroleum-Rwanda,
and Sales and Marketing and Security Inspector at Firestone EA Ltd-Kenya. His tenure as a
police officer with the Kenya Police Service further underscores his dedication to public
service and security.

Manelino Arbelle's leadership acumen, innovative problem-solving abilities, and team-
building skills add significant value to WaterFund. His diverse experience and experlise are
invaluable assets as the organization pursues its man&le to increase water and salitation
access lo underserved and marginalised areas in Kenya, making a positive impact within the
water sector and beyond.

lIs. Halima AIi - Corporation Secretarl'

Ms. Halima Ali joined the Fund as Corporation Secretary and I-egal Manager 2018.
She is an advocale ofthe High Court with Bachelor of [-aw Degree from University
of Nairobi and LLM from Queen Mary University of London through
Commonwealth Scholarships and currently finalising her second maslers in
International Finance and Regulations from Strathmore University and a member of
the Instirute of Certified Secretaries.

Halima is also an associate member of Chartered Institute of Arbitrators, a certified
mediator and member of Commonwealth Scholarship Commission alumni advisory
panel.

Halima has been the Managing Partner ofHH Associates Advocates and has worked
with other law lirms including Meritad Law Africa, Bulle & Company Advocares,
Swaleh and Company Advocates under the department of Commercial and
Conveyancing.
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Illr. Willis Ombai

Chief Erecutive OIIicer

lllr. \!'illis Ombai - Chief Executive Officcr

Mr. Ombai is a Developmental Expe( with a bias in Natural Resource
Management and with over 20 years' experience in various countries in Africa
serving in different capacities. He holds Masters of Arts Degree in Project
Planning and Management from Maseno University, Bachelor of Science Degree
in Forestry from Moi llniversity. He is cunently pursuing a Ph.D in Environment
Policy liom University of Nairobi.

Mr. Ombai has extensive experience in management of development proiects
financed by bilateral, global and national agencies including Word Bank,
European Union, DANIDA, German Development Bank, Intemational Fund lbr
Agriculrural Development, The Gates Foundation, Government of Sweden,
Govemment of Finland and Governmenl of Kenya.

In his previous portfolio as a Chief Manager, Investments and Programmes, Mr.
Ombai's key role was overall supervision of implementation of investments across
WaterFund through monitoring and development of quality and timely reporting
to Development Partners, Board ofTrustees and other key stakeholders. He led in
development ofshort to long term investment strategies, development and review
of proposals lbr resource mobilisation, establishnrenl and strengthening of
partnerships.

Mr. Ombai previously worked as a Project Coordinator at Open Society Initiative
for Southern Africa, a Civil Society Organisation on Sustainable [:nd
Management (SLM) Proiect for Sub-Soharan Africa I'turded by the United Nations
Development Programme (UNDP). Key among his responsibilities was to provide
stralegic leadenhip to the proiect teams in budgeting, stakeholder engagement,
grant management risk assessment and assurance. High-level reporting for
transparency and accountability in compliance to best practices, nalional and
intemational environmenlal laws was also part olhis responsibilities.

Mr. Ombai has been serving as the Secretary and Advisor to the WaterFund Board
of Trustees (lnvestments & Monitoring Committee) on broader issues pertaining
investments in water, sanitation and water resourccs managcmcnt proiects.

monitoring, evalualion accountability and leaming. Mr. Ombai has also previously
worked for World Agro Forestry Centre (lntemational Centre for Agroforestry-
ICRAF), Danish Intemational Development Agency and National Environment
Trust Fund amongst others.

Mr. Ombai is a member of Forestry Society of Kenya, Environmental Institute of
Kenya and Institute of Directors (Kenya).
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General Manager,
Corporete Services

Mr. Samwel Gitau Mbugua,
B. Com (Accounting), MBA,

CPA (K)

General l\tanager, lnternal Audit &
Risk Assurance

Mr. Edwin Korir, B.Ed. (Arts), MBA,
CPA (K)

L-

General Meneger, Fund
Development

Mrs. Ruth Nganga, BA (Theology),
PGCE, Ed, CP3P, MBA

I

General Manager, Legal
Services & Corporation

Secretary

Mrs. Halima Ali AMullahi
Bachelor of [-aws (LLB),
LLM, Certified Mediator,

Associate Member of
CIARB. CPS

lllenager, Human Resources end
Administration

Mr. Paul Atwa, BA (HR), Higher
Dip. HR, MBA(On-going)

Generel Manage6 Programmes

Mr. Isaac Kega, BA (Econ), MEcon,
PMP, MESK

Manager, Water Resources and
Climate Change

Eng. Rose Nyikuri. BEng (Civil), MSc
(WR-EM), R. Eng., MIEK

Manager, Water and
Sanitetion

Mr. Peter Koech, BSC. Eng
Civil

Mrneger, ICT
Mr. Bernard Njenga B. Com

(Business Information
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3. I\IANAGENIENT TEAlll (Continued)

Ag. Manager, Research,
Planning and M&E

Mr. Filly Ocherc, MBA, BSC
Actuarial Sciences with I'l'

Manager, Supply Chain
Management

Mr. Panuel Nyaga, MSC
Procurement & Logistics, BCOM

(Marketing), Diploma in
Purchasing & Supplies
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Manager, Commercial

Financlng/ Urban
Investments

Mr. Thomas Nyangau BSC.
Eng, MBA Strategy
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{. CHAIRPERSON'S STATEI\IE,r-T

This financial repon has been prepared in accordance with the guidelines issued by the National Treasury and
presents the financial performance of the Water Sector Trust Fund (WaterFund) for the Financial Year
202412025.It provides an in-&pth analysis of WaterFund's achievements in fulfilling its mandate, the challenges
encountered, and the lessons leamed during the period under review. The report further demonstrates
WaterFund's commitment and capaciry to meet its statutory obligations under Section I l3 of the Water Act,
2016, while remaining aligned with its Strategic Plan.

During the year, WaterFund operated in a dilficult environment characterized by global economic shocks and

local disruptions that slowed GDP growth. These challenges significantly heightened the risks associated with
investmealts in underserved and marginalized areas WaterFund's core focus of intervention.
Despite these obstacles, the Fund made remarkable progress in expanding access to water and sanitation services
and promoting sustainable water resources management. Tlrough its financed projects under the Rural, Urban,
and Water Resources Inveslment programs, WaterFund provided access to safe water for 69,4E1 people,

improved sanitation services for 63,128 people, and secured an additional 330,fi)0 m! ofwater storaSe capacity.
While these achievements are notable, it is our conviction that even greater results could have been realized in
the absence ofprevailing political and economic disruptions.

Notably, WaterFund recorded significant improvements across most of its core indicators and overall
performance. The Fund has put in place strategies to ensure delivery of high-quality, sustainable projects that
cnhance access to water and sanitation services whilc strenSthcning watcr rcriourcc managemcnt in targeted

underserved and marginalized communities.

lnFY 2O24/2025, WaterFund's performance was evaluated against its performance contract targets by the Public
Service Performance Monitoring and Management Unit (PSPMMU). The Fund was rated excellenl with a

composite score of2.3I14, according to the established evalualion criteria.

These achievements are the result ofstrong collaboration and mutually beneficial partnerships with stakeholders.
Guided by our Strategic Plan 2023-2O27, WaterFund remains committed to scaling, accelerating. aod
transforming the lives ofKenyans through improved acc€ss to water and sanitation services and suslainable water
resources management in areas that need thern most.

Looking ahead, we remain confident that, despite persistent challenges, WaterFund has the right partnerships,

commitment, and institutional capacity to deliver on its mandate and contribute meaningfully lo national
priorities. These include the Bonom-Up Economic Transformation Agenda (BETA), the National Climate
Change Action Plan, the National Water Master Plan, and Kenya's Vision 2030 (tkough the Medium-Term Plan

IV), as well as global commitrnents such as the Sustainable Development Goals (SDGs).

We sincerely appreciatc the unwavering suppt.rrt ofour stakeholdcrs and look ltrrward to continucd collaboration
in the years ahead. At WaterFund, we are firmly persuaded that the journey towards realizing the objectives and
aspirations of the Water Act,2016, is well on course, and thal the short-term implementation challenges we face
will be successfully overcome.

Corporate Strategy

During the period under review, Water Sector Trust Fund continued the implementation of its Strategic Plan

2021-2027 as spread across 5 financial years wrth each year's target embedded in the annual instirutional
workplan and cascaded down to departmental and divisional workplans as per the departmental core functions.
The cumulative achievement ofeach key result area (KRA) ofthe Strategic Plan as at end ofYear 2 is highlighted
in table I below.
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4. CHAIRPERSON'SSTATEMENT(continued)

Corporate Strates/ (continued)

Table l: WaterFund's 2023-2027 strategy
Sam tc ool achievemenls

Strategic
Issue

Goal Cu m u lotiw Achievements Fy2024/20 2 5

Improving access to additronal 3.2
million people with sal'e water and
dicnifi ed sanitation services

As at end of the period under review,
WaterFund reached 452,902 people with waler
and sanitation services

Water Sector
Financing

Mobilize additional KShs. 52 B to
finance water, sanitation, IWRM,
climate change and research and
innovalions

Cumulatively WaterFund rnobilized KShs
t2.5lB

Water
Resource
Managemenl
and Climate
Change

Finance IWRM and Climate Change
Initiatives to lncrease water storage
capacities by O.SSMillion M3 and
conserve 2,500 Sq. Kms

Cumulatively as at end the period under review,
WaterFund achieved additional storage of
0.4l0Mitlion M3 and conserved 10.67KM2
liom its WRM interventions-

Research and
Knowledge
Managemenl

Finance at least 50 research studies
and 25 innovetions in the water and
sanitation Sector

i) WaterFund has established collaborations
with two (2) research institutions and
submitred one research concept for
funding.

ii) WaterFund is also in the process of sctling
up the Knowledge Hub

iii) Formulation and Implementation of
approved Research Science Technology
and Innovation Strategy.

iv) Capacity building of Research committee
was trained on Research Ethics, Security,
Integrity, Quality Assurance & Monitoring
and Research Resource Mobilization and
Reporting.

v) Formulationoflntellech:alPropertyPolicy
lnstitutional
Strengthening

Achieve a Holistic Chganization
Capacity Assessmenl Index
(HOCAI) of70% and above

i) As at the end of the period under review,
WaterFund achieved Holistic Organization
Capacity Assessment Index (HOCAI) of
63%

ii) Mapping of business process and re-
engineering of operational processes
undertaken to progressively improve
effrciency.

iii) WaterFund is also in the process of
digitalization of its recor& by developing
eleclronic documeatation and records
management svstem.

Despite the cumulative progress made in implementing the Strategic Plan, several key challenges have been
excounterd. These include: inadequate resourcing towards implementation of key strategic actions: lengthy
approval processes for funding proposals have hindered timely resource mobilization thus causing delays in
securing financing for critical water and sanitation infrastructure coupled with limited capacity and high staff
tumover amonS Implementing Partners; delays in County Govemment contributions, which have slowed project
implementation; and the prolonged completion timelines of medium-sized projects, resuhing in variances between
planned and actual impact. In response, WaterFund continues to implement targeted mitigation measures Io
address these challenges and suslain progress.

Institutional Performance I\Ianagement

lnFY 2024/2025, the Board of Trustees, on behalf of the WaterFund, signed a Perlbmrance Contract (PC) with
the Ministry of Water, Sanitation and Irrigation. The contract, developed in line with the 2lst cycle guidelines,
sels out the strategic intents of the WaterFund in fulfilling its mandate- The PC targets are delcgated to
manaBement for execulion and subsequently cascaded to all staff.

l9
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{. CH.{IRPERSON'S STATEIIE\T (continucd )

I nstitution al Perfirrmance Ilanagement (continued)

During FY 202312024, WaterFund successfully implemorted its Performance Contract in accordance with the
prescribed guidelines and submilted timely quarterly reports to the Public Service Performance Monitonng ard
Management Unrt (PSPMMtD through the Govemment Performance Contracting Information System (GPCIS).

In the same period, the Performance Contract lor FY 202312024 was evaluated by the Public Service Perlbrmance
Monitoring and Management Unit (PSPMMU), where the WaterFund attained an Excellent rating with a

composite score of 2.3114, marking an improvement from the score of 2.5624 achieved in FY 2O22/202?,
underscoring the Fund's continued commitment to performance excellence and accountability in delivering its
mandate.

Research and Innovation Financing Framework and Policy

Section I l4 (d) of the Water Act 2016 mandates the Fund to finance innovative research activities in the thematic
arcas of watcr scrviccs, watcr rcsourccs manaScmcnt, scwcraSc and sanitation.

During the period under review, the Water Sector Trust Fund advanced the implementation of its Research,
Science, Technology, and lnnovation (RSTI) StrateSy. This included forging strategic collaborations and
partnerships to address critical issues in science, technology, and innovation within the water sector.

WaterFund prioritized the capacity building of its staff, focusing on STI mainstreaming in rapidly evolving
environments, as well as Intellectual Property (lP) rights, transfer, and commercialization. As part ofthese efforts,
the Fund formulated its Intellectual Property Policy, which was subsequently approved by the Board of Trustees.

This policy aims to position WaterFund at the forefront of research and innovation financing in the sector
providing a competitive edge.

Additionally, WaterFund presented an abslract titled "The Role of htellectuol Propery, i,t Fosteing hmot'atiott
in Kenya's ll/ater Sector" al a multisectoral conference organized by NACOSTI. The presentation underscored
the significance ofprotecting intellectual property to drive innovation in the sector.

ISO 9001 :201 5 Reccrtification

lmplementing a Quality Management System (QMS) in accordance with the ISO 9001 :2015 intemational standard
offers organizations several strategic benefits. These include the ability to consistently deliver products and
services that meet customer expectations as well as statutory and regulatory requirements; enhanced opportunities
to improve customer satisfaction; a structured approach to ad&essing risks and oppomrnities within the
organization's context and objectives; and the capability to demonstrate compliance with defined quality
management system requirements.

During the period under review, WaterFund was due for the recertification of its QMS and undertook a two-stage
extemal audit process, both conducted by the Kenya Bureau of Stan&rds (KEBS), the official certification body.
The Stage I Audit was successfully completed and was subsequently followed by the Stage 2 Audit, which was
also successfully concluded. As a result, WaterFund was awarded the ISO 9001:2015 Quality Managemert
System recmilication, which is valid until 202E.

Looking ahead, WaterFund plans to undertake an extemal surveillance audit in Quarter I of FY 2O2512026 to
monitor and confirm the onSoing implementation, maintenance, and conformity of its QMS to the ISO 9001:2015
standard requiremants further reinforcing its commitment to quality service delivery and conlinuous improvemenl.

Dr Eric K. Rutto
Chairman, Board of Trustees
Wster Sector Trust Fund

l'hank You.
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5. REPORT OF THE CHIEF EXECUTIVE OFFICER

Water Sector Trust Fturd has continued to implenrenl its mandate through well formulated policy and strategic
direction as guided by the Board of Trustees. During the period under review, WaterFund finalized and has been
implementing its Strategic Plan 2023 - 2027 . T\e Strategy outlines key goals of Furds Mobilization, Utilization,
and Institutional Strengthening for eflicient delivery on financing the water and sanitation Sector.

In the tinancial year 2O24/2025, WaterFund continued with processes and negotiations aimed at unlocking an

additional KShs 9 billion from various Development Partners including the World Bank and the Govemment of
Finland (GOF). The former USAID WASH FIN2 provided Technical Assistance support of USD 50 Million to
undertake feasibility studies for development ofthe Loan Facility Model.

WaterFund developed, submitted and followed up on 4 No. proposals for funding to development partners that
are at an advanced status ofdiscussions. Additionally,4 No. projcrct concept notes were approved by the National
Treasury's Public Investment Management (PIM) Unit with a total value of KShs 7.15 billion

BUSINESS PERFOR]\'IANCE

Revcnue

Water Sector Trust Fund eamed revenues amounting to KShs. 2,593.8 million (202-j2024: I,993.4 million) from
the development partners, the Government of Kenya and other revenues from exchange transactions. The
Govemment of Kenya contributed KShs. 255.9 million (2023/20?4:29O.7 million), development partners
contributed KShs. 2,320.3 million (2023/2024: 1,637.7 million) while reverues from exchange transactions
amounted to KShs. 17.6 million (202312O24: 65 million).

The Govemment of Kenya support to WaterFund experienced a decrease of 12% from the previous year. The
support fiom the development partners made significant impact in the performance that made Water Sector Trust
Fund eam funds amounting lo KShs 2,320.3 million representing an increase of 4l%. WaterFund remained liquid
throughout the year, experiencing high liquidity lowards lhe end ofthe financial year due to increased support
from the development partners and the government. WaterFund is projecting increased support from the
development partners as well as the govemment.

Cash flow

The cash and cash equivalents decreased from KShs. 3,2167 million as at 30 June 2024 to KShs. 2,774 million as
at 30 June 2025. Towards the end of the hnancial year, there was significant cash outflow in form of funding for
projects to WSPs.

Emplol ees

l'he Water Sector Trust Fund (hereinafter referred to as WaterFund or the Frmd) continues to recognize human
capital as a critical enabler in the realization of its strategic objectives and mandate. In its commitment to
excellence, the Fund prioritizes the availabiliry of an adequate, highly skilled and motivated workforce to
effectively serve its stakeholders and contribute to sustainable developmcnt.

During the year under review, WaterFund advanced the gradual implementation of its revised l{uman Resource
Policy Instruments, which are pivotal in supporting the delivery of its expanded mandate. The Fund maintained
an in-post stalling level of 95 employees out of the 175 positions provided for in the approved Staff
Establishment-similar to the previous financial year. Despite this stalling gap, WaterFund continued to deliver
on its mandate elliciently and effectively.

To enhance team cohesion, stal'f morale and workplace communication, the Fund facilitated four successful saG
space meetings during the financial year. These engagements provided constructive platforms for open dialogue,
feedback and team bonding.

In alignmenl with its commitmenl to continuous professional development, WaterFund offered various training
oppomrnities and capacity-building programs for staff, even amidst budgetary constraints experienced during the
reporting period
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5. REPORT OF THE CHIEF EXECUTIVE OFFICER (Continucd)

Employees (Continued)
The Fund upheld its commitment to perlbrmance contracting, resulting in an overall rating of "Very Good" for
the year. Additionally, employee engagemenl remained strong, as evidenced by an increase in the staff
satisfaction index to 86.6%, up from 86.47o in the previous year. The National Productivity and Competitiveness
Centre (NPCC) also evaluated the Fund and assigned it a High Productivity Rating, with a computed productivity
index of 3.2.

In adherence to the Constitutional requirement lo reserve at least 5%o of employrnent opportunities for Persons

with Disabilities (PWDs), the Fund achieved a representation of 2.l3oh during the year. While this falls short of
the threshold. WaterFund remains proactive in encouraging applications liom PWDs during recruitment and
provides intemship and attachmenl opportunities to youth living with disabilities. The Fund surpassed its
performance target by engaging 24 interns and attaches against a commitment of 17.

The Fund also recorded significant achievements in promoting National Values and Principles of Govemance. It
attainer.l a 10070 compliance score in the evaluation conducted by the Directorate of National Cohesion and
Values. Additionally, the Public Service Commission ranked the Fund at position nine (9) nationwide in its
assessment ofadherence to Articles l0 and 232 ofthe Constitution on public service values and principles.

To cap off the year and in recognition of the collective and individual contributions of its staff, the Fund
celebrated outstanding performance by awarding gift vouchers to employees. This gesnre underscored lhe value
placed on staff dedication and resilience, particularly in a year marked by budgetary challenges and external
pressures.

Conclusion

We appreciate the unrelenting support from the Board of Trustees, management, staff, developmeot partners,

implementing partners and all the key stakeholders. We look forward to the continued partnerships and
cooperation in areas ofmutual interest.

Mr. Willis Ombai
Chief Executive Oflicer
Water Sector Trust Fund (WSTF)
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Furthermore, the Fund initiated a comprehensive review of its Human Resource Policy Instruments in line with
the Public Service Commission's Guidelines for all Ministries, Departrnents and Agencies (MDAs). This review,
expecld to be completed in FY 202512026, aims to promote optimal slaffing and enhance service delivery in
alignment with each inslihrtion's unique mandate.
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6. STATE]\IENT OF PERFORIIA}-CE AGAINST PREDETERTIINED OBJECTIVES FOR F\, 202.I/2025

Water Sector Trust Fund has 4 strategic pillars and objectives within its Strategic Plan for the FY 202412025 These
strategic pillars are as follows:

Pillar l: Improve access to sal'e water and dignified sanitation to additional 3.2 million peopleby 2O27 .

Pillar 2: Mobilize an additional KShs 52 B to linance water, sanitation, IWRM, climate change and research and
innovations by 2027.

Pillar 3: Finance IWRM and Climate Change Initiatives to Increase water storage capacities by 0.55Million M3
and conserve 2,500 Sq. Kms by 2027.

Pillar 4: Finance 50 research studies and 25 innovations in the water sector by 2027

WaterFund develops its annual work plans based on the above 4 pillars. Assessment of the Board's performance
against its annual work plan is done on a quarterly basis. The Fund achieved its performance targets set for the FY
202412025 period for its 4 strategic pillars, as indicated in the diagram below:

Strategic Pillar Objcc tivc KPI Actir itie\ Achis rmrnts
Pillar l: Improved
access lo safe water
and dignified
sanitation lo
additional 3.2
million people by
2027

To increase the
number ofpeople
with access to
improved waler
services and basic
levels of sanitation
services

No. of pmple
reached with
increased
access to water
and dignified
sanilation
services

Financing of
Water and
sanitation projects
to increase access

to water and
sanitation services
provision

As at end ofthe period under
review, WaterFund reached
452,902 people with water and
sanitation services

Pillar 2: Mobilize an

addilional KShs 528
to finance water,
sanitation, IWRM,
climate change and
research and
innovation by 2027

o/olncrease in
GoK budgetar.v
allocation
Amount in
KShs (B) of
new funding
commitrnents
from new &
existing
Partners

Engage GoK for
increased
budgetary
allocation

Engage existing
& new Partners
for Increased
Funding to WSTF

Cumulatively WaterFund mobilized
KShs l2.5lB

Pillar 3: Finance
IWRM and Climate
Change lnitiatives to
Increase waler
storage capacrties by
O.55Million M3 and
conserye 2,500 Sq.

I(ms by 2027

lncrease
area

under
consewation

Area in
Km2
Conserved and
Capacity
in nr-i of
storage
increased

Financing of
IWRM proiects to
increase area

conserved (KM)
and storage
capacity(M3)

As at end of the period under
review, WaterFund achieved
additional storage of 0.4l0Million
M' and conserved 10.57KM'! from
its WRM inlerventions

Pillar 4: Finance 50
rcsearch studies and
25 innovations in the
water sector by 2027

To generate new
knowledge and
utilize innovations
to improve service
delivery in the
watef sector in
areas of waler,
sanitation, sewerage
and water resources

No of
Research and
Innovation
Initiatives
Financed

Financing of
Research and
Innovatioos to
bolster knowledge
in (he water sector

i)WalerFund has established
collaborations with two (2) research
rnstitutions and submitted one
research concept for funding.
ii)WaterFund is also in the process
of sening up the Knowledge Hub
iii)Formulation and Implementation
of approved Research Science
Technologry and Innovation
Strategy.
iv)Capacity building of Research
committee was trained on Research
Ethics. Secunty, Integrity, Quality
Assurance & Monitoring and
Research Resource Mobilization
and Reporting.
v)Formulation of Intellectual
Property Pol icy
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7. CORPORATEGOVERNANCESTATEIIENT

Water Sector Trust Fund, established under Seclion I 13 of the Water Act, 2016, is a water sector financing
institution mandated to provide conditional and unconditional grants to counties and to assist in Iinancing the
development and management of water services in marginalized areas or any area considered by the Board of
Trustees to be underserved.

The Fund remains committed to the highest standards of corporate govemance. Good corporate governance
praclices are essential to the delivery of long term and sustainable stakeholder and shareholder value. To this end,
The Fund is commifted to ensuring compliance with the laws that govem it, narnely the Constirution of Kenya
2010; The Water Act 2016; The State Corporations Act; The Public Finance Management Act; The Public
Procurement and Asset Disposal Act and The Public Othcer Ethics Act.

Essential to the corporate governance framework in the Fund is its tbrmal governance structure, which has the
Board ofTrustees at its apex, playing an oversight role over the management ofthe Fund. This governance structure

is designed to ensure an informed decision-making process based on accurate reporting to the Board by
Managemenl.

THE BOARD OF TRUSTEES

The powers and frmctions of the Fund are exercised and performed by a Board of Trustees, pursuant to Section

I l5 of the Water Act, 2016. The Trustees are from time-to-time appointed by the Cabinet Secretary.

The Board comprises a chairperson; six other members recruited in accordance with the First Schedule and
representative of the Attomey General; Principal Secretary Ministry of Water, Sanitation and Irrigalion and the

Principal Secretary, National Treasury.

Porvers and Functions of thc Board of Trustces

The starutory powers and functions of the Board of Truslees are set out in Section I 16 of the Water Act, 2016.
Additionally, thc Board of Trustees is responsible ft.rr the long-term stratcgic dircction of the Fund. To this end, it
guides in policy development and is responsible lbr the recruitment oithe ChieiExecutive Oflicer and the holders
ofother senior managerial positions in the Fund.

In the FY 2024/2025, the Board of Trustees duly exercised its powers and functions and to this end:

a) Managed the resources ofthe Fund;
b) Mobilized additional resources for the Fund;
c) ln consultation with the Ministry of Water, Sanitation and Inigation, presented the Projects Funding

Criteria to be used for financing projects to the Committee on Delegated Legislation;
d) Monitored the implementation of projects;
e) Maintained and made publicly available information on the projects hnanced and impacl ofsuch projects,

through the Fund's website and social media platforms;
l) Received grants for onward lending lo waler services providers, counties, and registered community

schemes towards water services and water resources management projects for the underserved areas and
urban poor; and

g) In collaboration with relevant instilutions developed incentive programmes for water resources
management including disaster management, climate change a&ptation and mitigation.

CO]\IPLIANCE W,ITII \I$.O.\*GOZO CODE OF GOvER,\A}-CE

a) Board Mcmbership

WaterFund is committed to adhering to the provisions of Mwongozo Code of Govemance with regard to the
membership ofthe Board. In the 2112312024 financral year, the Board ofTrustees consisted ofa Chairperson,
nine members and the Chief Executive Ofllcer, who is an er olfrcio member. Each Board mernber was lbrmally
appointed to the Board through a Gazette Notice as is required under Mwongozo. The appointments duly
considered the mix of skills and competencies required for the achievement of the Fund's long-term goals.

The Board also comprised a financial expert with expertise in financial management. Further, one third ofthe
Board members were independent members, within the meaning set out in Mwongozo.
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b) Board Induction
In line with the requiremerts of Mwongozo Code of Govemance, the Board of Trustees underwert a
comprehersive induction programme upon appointment in July 2023. During this induction, the Management
oriented the Board members on the organization, its core statutory function, its departmental strucrure and its
policies. The Board was also trained on Corporate Govemance.

Board Committees are critical to the oversight role played by the Board. They facilitate the utilization of the
expertise and diversity of the Board members and ultimately contribute to the elficient conduct of board business.
Mwongozo recommerds that the Board should establish not more than fow committees. In line with this
requirement, The Board of Trustees established and transacled its business through four Board committees in the
2021/2024 financial year, namely:

i) lnvestment & lllonitoring Committee

SAIo. \ame Position in committce
I Hon. Lucas Chepkitony Chairperson
-,

Hon. Marselino M. Arbelle Menrbcr
3 I Ion. Andrcw Mbithi Menrber
I Mr. Barako Qatamur Membc'r

i) Fund Development Committee

This Comminee was instiruted in July 2024 with the mandale of sustainably mobilizing and generating
resources for dre functions of the Fund.

The members who served on this committee during the year under review were:

SINo. Name Position in committee

I Ms. Josephine Eregae Chairperson
1 Mr. Rolex Kirui Representative of the PS, Ministry of Water,

Sanitation and Irrigation
.3 Mr. Barako Qatamur Representative of the Hon. Attomey General

4 Ms. Maryan Ubah Mohamed ML'mbe r

ii) Finance and Corporate Sen ices Committee

The Board carried out its duty of providing oversight over the financial operations ofthe institution tkough
this Committee.

The objectives of this Committee are:
a) Reviewing and recommending WSTF policies relating to Finance, Human Resources, Planning &

Research, hocuremert, ICT, Corporate Communication and kgal Services for eflicient and effective
function of the Fund.

7. CORPORATE GOVERNANCE STATEMENT (Continued)

COMPLIANCE WITH MWONGOZO CODE OF GOVERNANCE (Continued)

c) Borrd Training
The Board of Truslees undenvent two trainings in the 2024/2O25 Financial Year, in compliance with the
requirements of Mwongozo on continuous skills development.

d) Preparrtion of an Annual Work Plan
The Board of Trustees ensured the development of an Annual Board Work Plan which guided its operations
through the financial year. The Work Plan was presenled to the State Corporations Advisory Commitlee as is
required by the govemmert circulars.

BOARDCOMMITTEES

This Committee was established to guide the Board of Truste€s in making prudent investrnent decisions aimed
at financing viable water and sanitation projects and to provide organizational guidance on the monitoring and
evalualion of funded projects.
The Trustees who served on lhis committee during the year under review were:

).5
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7. CORPORATE GOVERNANCE STATEIIIENT (Continued)

BOARD COMMITTEES (Continued)

Finance and Corporate Sen'ices Committee (Continued)

b) Ensuring that the Fund has effective and efficient intemal control systems.
c) Reviewing and recommending the Fund's long, medium and short-term financial plans that are consistent

with the Strategic Plan.
d) Ensuring that the Fund has optimal liquidity to enable the smooth flow of operations for working capital

and development.
e) Ensuring there are adequate financial reporting structures in place.

f1 Reviewing financial reports and making appropriate recommendations to the Board

The membership of the Committee comprised:

S/No. Name Position in committce
I Ens. Joseph Nqacha Chairperson
2 Mr. Rolex Kirui Representative of the Principal Secretary, Ministry of

Water, Sanitation and Irrigation
3 Mr. Danicl Murua Representative of the Cabinet Secretary, National Treasury
.1 I lon. Andrew Mbithi Member
5 Ms. Maryan Llbah Mohanrcd Mcmbcr

This Committee was established to advise the Board of Trustees on institutional risk management and
compliance. It assesses the effectiveness ofthe system of intemal controls and risk management.
Its purpose was to support the Board of Trustees to fulfil its oversight role by:

a) Obtaining assurance from management thal all financial and non-financial internal control and risk
management functions are operating effectively and reliably

b) hoviding an independent review ofan entity's reporting functions lo ensure the inlegrity of llnancial
reports

c) Monitoring the effectiveness of the entity's perlbrmance management and perlbrmance information
d) hoviding strong and effective oversight ofan entity's internal audit function
e) Providing elfective liaison and facilitating communication between management and extemal audit
l) Providing oversight of the implementation of accepted audit recommendations
g) Ensuring the entity effectively monitors compliance with legislative and regulatory requirements and

promotes a culture committed to lawful and ethical behaviour.

The members of this Committee during the year under review were

SA{o l.-amc Position in committee
I Hon. Marselino M. Arbclle Chairperson

Mr. Daniel Mutua Represantative of the Cabinet Secretary, National
Treasury

3 Ms. Josephine Eregae Memher
,1 Hon. I.ucas Chepkitony Member

BOARD ]\TEETINGS

Mwongozo Code ofGovemance requtes the Board to meet regularly as is required and at least quarterly in order
to ensure lhe effective governance ofthe organization.

In compliance with this requtement, the Board of Trustees met quarterly to monitor the implementation of the
WaterFund's Strategic Plan and lhe achievement of the targets in the Performance Conlracl signed with the
Govemment. The Board of Trustees also played an oversight role over all other financial and operational issues.

It held four Board meetings and three special Board meelings during the Financial Year 202412025
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7. CORPORATE GOVERNANCE STATEIltENT (Continued)

COMMUNICATION WITH STAKEHOLDERS

WaterFund, through its Board of Trustees, is committed to ensuring that all its stakeholders are provided with full
and timely information about its programmes and performance. This is done through the Fund's Corporate
Communications Department, the Annual Stakeholders Conference and through panicipation in some of the
Fund's public engagement activities.

ln the 2O2412025 FY, the Board of Trustees participated in various stakeholder forurns, as follows

b) Consultative meeting with the Ethiopian Water Sector Delegation together with MoWSI, WASREB, Athi
water works Development Agency and three water service providers namely Nairobi, Mathira and Murang'a
South. In which meeting the Ethiopian delegation was keen to leam about WaterFund's Result-Based
Financing Programmes.

c) Engagement with the Parliamentary cornrnittee on Delegated Legislation on lhe WaterFund's Drafl Funding
Criteria whose purpose was to undertake pre-public scrutiny of the Criteria before Gazetlement.

d) The Board participated in various networking forurns as part of resource nrobilization and partnerships
development. These included the Nyanza Intemational Investment Conference held in Kisumu County.
WaterFund contributed to the national and intemational dialogue on solutions to the challenges in the water
and sanitation sector during these forums.

e) The Board was represented in a high -level engaSement meeting in Isiolo and Samburu counties regarding the
programme being implemented by the Fund for the drilling of wells and rural development programme funded
by Saudi Fund for Development. The programme is experiencing some delays that made it necessary to engage
key stakeholders to review progress, address challenges and identiS ways to enhance execution.

l) The Board was represented in the World Chambers Federation Africa Summit 2025 which was held at the
Kenyatta International Conference Center in Nairobi. The theme of the summit was "Africa's' Global future:
intcgratcd, innovativc and sustainablc which aimcd to unlock thc contincnts potcntial through tradc,
investment and sustainable developmert alignment with the African Continental Free Trade Agreement
(ArcFTA)

8) The Board participated in the launch ofvarious projects across the country. The Board nominated at least two
representatives to join the Management of the Fund in commissioning completed projects across the country,
namely:

Moyale and North Hon integrated projects in Marsabit County which are being implemented under the
Sustainable Management and Access of Water and Sanitation in the ASALs (SWASAP) and
The Ground-Breaking of Mtempur-Kitalakapel Water Project in West Pokot County being implemented under
EDE-CPIRA progratnme.

STATEI\TENT OF CO]\IPLIA:'iCE
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a) Further public participation on WaterFund's projects f'unding criteria as the Fund was advised by the senate
committee on delegated legislation in the counties of Wajir, Garissa and Mandera which enabled members of
the public to give their input on the Drafi Criteria.

The Board of Trustees confirms that Water Seclor Trust Fund has throughout the FY2O24/2025 complied with all
statutory and regulatory requiremerts and tlrat the Fund has been managed in accordance with the prrrciples of
good Corporate Governance.
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7. CORPORATE GOVERNANCE STATEIIIENT (Continued)

INTERNAL CONTROL AND RISK NIANAGENIENT

lntcrnal Control

The Trustees are responsible for reviewing the effectiveness of WaterFund's system of intemal control, which is
designed to provide reasonable, but not absolule, assurance regarding the sal'eguarding of assets against
unauthorized use or disposition and the maintenance of proper accounting records and the reliability of linancial
information used within the business or for publication. These controls are designed to manage rather than
eliminate the risk of failure to achieve business objectives due to circumstances that may reasonably be foreseen
and can only provide reasonable and not absolute assurance against material misstatemealt or loss.

WaterFund continues to review its inlernal control liamework to ensure it maintains a strong and efi'ective intemal
control environment. Business processes and controls are reviewed on an ongoing basis. The Board of Trustees
has delegated the responsibility of the review of the effectiveness of WaterFund's intemal controls to the Audit
and fusk Committee.

The Audit and fusk Committee considers significant control malters raised by managemert and both the intemal
and external auditors and reports its findings to the Board. Where weaknesses are identified, the Comminee ensures
that management takes appropriate action.

Standing Instructions

The WaterFund has several approved standing instructions key among them being the Code ofConduct and Ethics,
the Service Charter, the Human Resources Policy and Finance Policy thal apply to all employees. These have
several standing instnrctions to employees of WaterFund designed to enhance inlemal control. The WaterFund has

also designed a set ofstanding inslructions to be lbllowed in the linancing of projcrts in each inveslment.

The Board of Trustees and all staff are required to sign the Code ofConduct and Ethics at the time ofjoining the

Fund in order to enhance compliance.

Organization Structure

A clear organizational structure exists, detailing lines ofauthority and control responsibilities. The professionalism
and compctcncc of staff is maintaincd both through rigorous rccruitmcnt policics and a pcrformancc appraisal
system which establishes targets, reinlbrces accountability and awareness of controls, and identifies appropriate
training requirements. Training plans are prepared and implemented to ensure that staffdevelop and maintain the
required skills to fulfil their responsibilities and that WaterFund can meet its future management requirements.

StratEIic Plrn

The business of WaterFund is determined by the Strategic Plan. The Strategic Plan sets out the objectives of
WaterFund, and the annual targets to be met lo attain those objectives. The Strategic Plan is evaluated annually to
assess the achievement ofthose objectives. The Board on an annual basis approves the work plan supported by the
financial plan for the year. Progress against the plan is monitored every quarter.

Risk Management

WaterFund has in place a risk management framework that guides the Fund in rdentilying, assessing, and managing
the risks. The Fund has developed a risk register that documents and prescribes mitigating measures ofall the nsks
both extemal and intemal facing the Fund. The risk management framework and register are regularly reviewed to
incorporate any emerging issues in the operating environment. The risk management is coordinated by the General
Manager, Intemal Audit and Risk Assurance assisted with a managemert leam drawn from the various
departments/sections. This team reviews all the risks in WaterFund and updates the risk register ond ensures thal
all new and emerging risks are appropriately evaluated, and any further actions identified. The identified risks are

reported to the Audit and Risk Committee to assist the Board in the manageme-nt of risks.
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An annual risk-based audit plan, which provides assurance over key business processes and operational and
financial risks facing WaterFund, is prepared by the Intemal Audit and fusk Assurance Department for approval
by the Audit and Risk Committee.



Water Sector Trust Fund
Annual Report
For the year ended 30 June 2025

7. CORPORATE GOVERNANCE STATEI\IENT (Continued)

Manegement Team

The management team headed by the ChiefExecutive Olficer implements the Board decisions and policies through
aclion plans. The team meets regularly to review these action plans to ensure that the Board's objectives are
achieved effectively and effi ciently.

As part of follow-up of findings from extemal and intemal audits, an aclion plan is prepared to assist in tracking
the status of implementation of the various recommendalions. This status is shared wilh various stakeholders
including the Development Partners. This is done on a quarterly basis.

External Auditor

WaterFund is audited by the Auditor-General, Republic of Kenya, fhe Auditor-General had however delegated
this l'unction to an independent auditor, as per Sections 23 of the Public Audit Act, 2015.
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8. ]\IANAGEIIIENT DISCUSSIONS AND ANALYSIS

WaterFund's core operating activity has been the linancing support to projects for improved access to water and
sanitation and investments in water resources. The Govemment of Kenya has supported WaterFund in the
engagemenl ofnew partners and its support in honouring the counterpart frurding.

During the year, WaterFund earned revenue of KShs 2,305.6 million liom GOK, European Union (EU),
Kreditanstaltfuer Wiederaulbau (K/W) (German Government Bank), Government of Denmark and the World Bank
for water, sanitation and water resources management projects and other revenues from exchange transactions. The
funds received from the Government ofKenya represented support to operations and development to the ruraI and
urban investments.

FU\DS NIOBILIZATION AND P.{RTir*ERSHIPS

Water Sector Trust Fund has continued to implement its strategic objectives and initiatives for Fund Developmert
in order to realize sustainable funding for programmes and operations. WaterFund is keen to mobilize funds for
the loan faciliry, and to operationalize other sustainable models that unlock climate financing. In the financial year
202412025, WatcrFund continucd with proccsscs and ncgotiations aimcd at unlocking an additional KShs 9 billion
from various Development Partners including the World Bank and the Govemment of Finland (GOF). The former
USAID WASH FIN2 provided Technical Assistance support of USD 50 Million to undertake feasibility studies
for development of the Loan Facility Model.

During the period, WaterFund developed" submitted and followed up various other proposals for l'unding to
development partners. The following are at an advanced slatus ofdiscussions as presented below:
l. The Financing Agreement for the World Bank K-WASH was signed in the FY 2023/2024, while the

Subsidiary Agreement is expected to be fnalized and executed in 202512026, for KShs 5 biltion.
2. Danida - Water Resources Management, Re-forestation and Climate Adaptation Programme. The Proiect

Document has been approved for funding by tie Govemment of Denmark, while the approval process by the

Government ofKenya is currently ongoing, with the Project Concept Note already approved. The Programme
is expected to be signed in the 202512026 financial year for KShs 2 billion.

3. Finfand - lmplementation of Technolog, and Tool.s Toward.s Enhanced Water Salen', Securitt' and Climate
Change Resilience (WASASE) Programnte to be financed under the Finnish Public Sector Investment
Financing Facility (PIF). The Project Document has been approved by Finland, while the Project Concept
Note has been approved by GOK for KShs 4 billion. The Commercial Contract has been reviewed by the

National Treasury, and it is expected that the Programme will be signed in FY 202512026, once all processes
arc complclcd.

4. Various other discussions are ongoing on proposals for additional funding, expectd to be realized within the
next two financial years.

The following additional Concept were approved by the Treasury's Public Investment Management (PIM) Unit:
l. Water Sector Loan Facility (KShs 5 billion Seed Fund from GOK). WaterFund to submit pre-feasibility

studies lo receive full approval (Large Project).

2. School WASH Project (KShs f.5 billion). WaterFund to submit a pre-feasibility study for full approval
(Large Project).

3. Huri Hills Water and Sanitetion Project (KShs 290 million). The Project is ready lbr budgeting and does
nol need further srudies (Small Project).

4. Rehabilitation of Water Network for MUA Hills Area Project (KShs 360 million). Project can proceed to
budgeting (Small Project).

These PCNs toral an additional KShs 7.15 Billion when funded.

Partnership Development Activities
Key Networking, Partnership and Stakeholder lorums held in the financial year included the following:
l. Joint Rural and Urban Steering Committee Meeting was held on l6th Dec 2024 with both Rural and Urban

Partners and Stakeholders. The meeting mainly deliberated on the Annual and Quarter I Programmes Progress
Reports. Additionally, the Rural Steering Committee meetings were held in Quarters 3 and 4, while the Urban
Steering Commitlee Meeting was held in Quarter 4.

2. Meeting was held with the Royal Danish Embassy and the Danida Sustainable Inlrastructure Finance (DSIF)
in January 2025 to deliberate on areas of collaboration in blended financing. DSIF is interested in funding
preparation of bankable proposals through WaterFund, and also collaboration in blended financing. Various
other meetings were held with Danida to deliberate on ongoing programmes and the proposed new Programme
for the Ewaso Ngiro Basin.
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{1. IIIANAGEMENT DISCUSSIONS AND ANALYSIS (Continucd)

Funds Mobilizetion and Portnerships (continued)

3. World Bank Mission on the Kenya WASI{ (K-WASH) Programnre, was held liom 3'd to l8d'March 2025.
The Mission, which included meetinSs with lhe Ministry, WSTF, WASREB, Counties, Utilities and other key
stakeholders, deliberated on the status and implementation of the Programme. The Mission also deliberated
on steps towards signing of WaterFund's Subsidiary Agreement. Additional meetings were held with the
World Bank, commercial banks and WSPs, to deliberate on the modalities of blended l'rnancing under the
Disbursement Linked Indicators of the K-WASH Programme.

4. A progress review mission was held with KIW on l6th May 2025, to take stock of the funded prognmmes
and deliberate on pertinent issues.

5. Meeting was held with the European Union to deliberate on the closure processes for the EU CPIRA
Programme whose closure period ended on 5'h December 2024, while implementation ended on 5u August
2024.

6. Finnish delegation visit was held from 24'h to 28'h March 2025, including Operon Intemational Ltd. Oy and
representatives from the Embassy of Finland, comprising meetings with WSTF, Ministry, Utilities and other
key stakeholder, to discuss the status and way forward on the PIF Programme. WaterFund expects the PIF
Commercial Contracl and the Financing agreement to be signed within the 2024f2025 financial year, for the
Programme to com.mence.

7. WaterFund, Gatsby Afric4 and the Water Sewices Providers held various forums to deliberate on the new
Programme aimed at increasing capacity oi WSPs through strengthening their commercial viability and
linancial llows.

8. Various other meetings were held with Partners and Stakeholders in an elTort to nurture partnerships, discuss
pertinent issues and explore opportunities for collaboration. Various audit and programme closure related
engagements were held with WSTF's ti.rnding Partners.

C O l\ I l\ I E RC I A L F I :'i AN C I :( G/ U RBA r* I :{\' E S T I I E }- T S D I v I S I O N

KF\\' PHASE IV PROGRA}IIIE

The obje<tive of the Project is to provide alTor&ble, economically viable and sustainable access to safe water supply
and basic sanitation sewices to the urban poor. The Project comprises investments in water supply and basic
sanitation services for the poor population living in urban and peri-urban areas in addition to supponing measures
through Water Sector Trust Fund (WSTF) which acts as Project Executing Agency (PEA).

The programme encompasses lhe following components:

i) Urban Project Concept (UPC) comprising investments in extension ofurban water supply and basic public
sanitation,

ii) Upscaling Basic Sanitation for the Urban Poor (UBSIIP) comprising subsidized plot and household level
sanitation including construction and rehabilitation oftoilets and decentralized treatment facilities and

iii) Aid on Delivery comprising investme-nts in the extension of water and sanitation services (Aid on Delivery
/ AoD) within the area of service of the WSPs via a results-based approach.

iv) The Suppr:rting measures at the lcvel olWSTT, WSPs and targel population.

l. Urben Project Concepts (UPC) t'r Call

The UPC investments focuses on the extelsion of water supply and improvement of sanitation situation in public
places. Up to date, the programme has financed 406 projects, some of which the progress is ongoing. During the
financial year 5l UPC projecs under the 86 call for proposals were approved for frmding. These consisted of 38
water projects and l3 Public sanitation projects. Atl tlre 5l water supply projects and l3 Public Sanitation projecls
have been financed where disbursemeats were made to various projects within the reporting l-rnancial year.

The programme targets lo benefit 107,905 and 8,800 people with affordable, economically viable and sustainable
access to safe water and basic sanitation respectively to the urban poor. so far, 100,-372 people have been reached
with clean water services and 7,200 people with dignified sanitation services as per lhe compiled completion reporls
fiom IPs. It is envisaged that the target will be met once all the projects are completed.
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8. I\IANAGEMENT DISCUSSIONS AND ANALYSIS (Continued)

KFW PHASE MROGRA1\Illl E (Continucd)

2. Up-scaling Basic Sanitation for Urban Poor Programme

The Up-scaling Basic Sanitation for Urban Poor (UBS[IP) proSramme is financed by KfW and the Bill & Melinda
Gatcs Foundation (BMGF) at a total of KShs- 1.46 billion, and its targeting 400,000 beneficiaries with improved
sanitation services as well as 200,000 beneficiaries with clean and safe drinking water. The programme has achieved
mosl of the milestones related to the concept developmenl. The other milestones related to the number of
beneficiaries have been achieved for the water supply while the sanitation milestones are ongoing.

The program aimed to provide dignified sanitation s€rvices to a total of 54,056 beneficiaries through household
sanitation/ 40,056 people reached through the decentralized treatment facilities (DTFs) and 14,000 people reached
through the household sanitation toilets. So far, a total of 50,750 beneficiaries have been reached with dignified
sanitation services with 25,000 people through the DTFs and 25,750 through the household sanitation projects. The
remaining beneficiaries will be reached when all the projects are completed. One training on operation and
maintenance was undertaken for the DTF that was completed within the financial year.

3. Aid on Delivery (AoD)

Seven projects from seven Woter Service Providers (WSPs) totaling KShs 764 million were recommended for
further development into bankable proposals. These projects were grouped inlo two lots, with Lot I comprising four
projects and [.ot 2 comprising three projects. Two national Consultants, CAS Consultants Africa and Design
Mastelplan in Association with GauffConsultants Africa, prepared the detailed designs and bankable proposals for
the WSPs to secure financing from commercial banks. The estimated cost of the 7 projects is Kshs,764 Million and
none of the project has begun implementation hence no beneficiaries were achieved.

Conditional Liquidity Support Grant (CLSG) II

WaterFund is implementing Component 3 (National Performance-Based Financing which has the lbllowing two
subcomponents: (i) Support for water and sanitation infrastructure investments and services; and (ii) Technical
assistance for national performance-based frnancing). Under the support for waler and sanitation infrastrucrure
investmenls and services, WaterFund is implementing the Conditional Liquidity Support Grant II (CLSG-ll) which
focuses to srrpport financial recovery of Water Service Providers (WSPs) to pre-COVID levels or hetter. A total of
3l WSPs with 77 interventions costing KShs 2.198 billion have been pre-qualified to implement the programme.

WSTF received necessary approvals to begin the implementation of subprojects, with 29 out of 3l Water Service
Providers (WSPs) signing Grant Agreements for the CLSG II project and starting preparatory activities. Two WSPs,
Kibwezi and Garissa, did not sign due to cash flow issues and pending audits, respectively. Environmental and
Social Impact Assessments were conducted for l8 WSPs, leading to the organization of WSPs into 4 clusters for
Comprehensive Project Reports. Procurement processes were carried out for lnformation and communication
Technology (lCT) and Organizational Development (OD) Consultants. The specifically targets WSPs with the
potential to achieve financial recovery within a period of less than 12 months whereby the financial recovery is
defined as achieving an Operating Cost Coverage Ratio (OCCR) above 100%.

HORN OF AFRICA GROUNDWATER FOR RESILIENCE PROJECT (HoAG.lRP)

The Hom of Africa Groundwater for Resrlience Project is being implemented in the counties of Garissa, Mandera,
Marsabit, Turkana and Wajir. The project aims at increasing sustainable access and management ofgroundwater as

a key contnbution lo strenglhen the climate resilience of targeted communities. The implementation period is 2022
to 2028 with a total budget of approximately KShs 9 billion. The implementation will be administered in a

Performance Based approach where Counties will receive funds on their achievement ofresults based on the agreed
targets.
DvingFY202412025, significant progress was made towards realization of the outcome envisaged. Design of water
supply schemes for rehabilitation were concluded in the four counties of Turkana, Marsabit, Wajir and Mandera.
These are 9No. in Turkana, I lNo. in Marsabit, l7No. in Wajir and lONo. in Mandera County.

The above numbers were arrived at after applying the selection criteria and later test pumping. Initially, each county
presented 30 sites for consideration (totaling to 120), but due to lhe water quality and quantity, the numbers reduced
to 47 in the four counties. The sites that had low yield were put on hold to allow for hydrogeological studies to be
conducted during the design ofbatch 2 sites. In general, batch 2 will have a considerable number ofnew sites to be
drilled to augment the supply.
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8. ITIANAGEI\IENT DISCUSSIONS .{\D ANALYSIS (Continued)

This progress marks a critical slep lbrward in ensuring that the rehabilitation and upgrading activities can conunence
in good time, aligning with the project's objectives to enhance groundwater-based rural water supply infrastructure
in the targeted counties.

In a bid to ensure compliance with the World Bank's Environmental and Social Management Framework (ESMF),
Environmental and Social Impact Assessments (ESIAs) for 47No. water schemes in five target counlies were
finalized, awaiting World Bank approval. Water abstraction permits for boreholes at the schemes were at
authorization stage with Water Resources Authority (WRA) support and consequently licensing by National
Environmental Management Authority (NEMA) was underway. Conflict sensitivity assessments and validation of
Gender Based Violence (GBV) referral pathways for the five (5) target counties were completed. The Stakeholder
Engagement Plan (SEP) and the Indigenous Peoples/Vulnerable and Marginalized Groups (IP/VMG) Plan were
updated.

WATER AND SANITATION SERVICf,S INVESTMENT

The Water and Sanitation Services investment programme's objective is to finance water and sanitation projects in
the undersewed rural communities across Kenya. The key implementers are Rural Water Service Providers (WSPs),
Water Users Associations (WUAs) and Non-Govemmental Organizations (NGOs) who are involved in the
preparation, planning, implementation operations water and sanitation projects. Provision of water and sanitation
services is a devolved function, with WaterFund working closely with the County Governments in identirying target
projects, underserved areas, provide co-l'inancing to projects, oversight and coordination ofactivities. In FY 2024-
2025, the Water and Sanitation Services investments implernented a number of activities under the Climate Proofed
Infrastnrcture Programme (CPIRA) and Sustainable Management and Access to Water and Sanitation in the ASALs
(SWASAP) Investments.

Climate proofed infrostructure Pmgramme- EU CPIRA

During the period, lONo. water, l2No. Public Sanitation Facilities, 6No. Water Resource management Projects were
completed. Additionally, WSTF commissioned 2No. water projecs under the 2d call projects. WSTF monitored
43No.which includes l5No- water projects,20No. PSFs and 8No. WRUA projects were during the financial year.
During the financial year WSTF launched 6NO water projects under the 3'd call projects, all these projects were
implemented and completed during the financial year.

WSTF also held a consultative meeting with EU on a robust closwe strategy for the programme so as to lbrestall
closure issues. A total of KShs. 261 ,997 ,057 .O5 were disbursed to the various ongoing projects-

Under the Public Private Community Partnerships (PPCP) result area, 4No. PPCPs were signed, 2No. Counties have
been trained on Govemance, Risk and Compliance, 8No. Water managemert committees were trained on financial
and technical management and capacity building activities conducled lo Water Management Committees.

During the financial year, the following additional people were served: 185,586 people through woter projects and
46,I 33 people through sanitation,

Sustainable Management and Access to Water and Srnitrtion in the ASALs (SWASAP).

In the linancial year, a great milestone was achieved towards completion of the funded con'rponents within the
SWASAP lntegrated projects. Water services component recorded a completion for 8 no water distnbution system
creating access to 69,318 people. The waler resources componenl increased storage to a total of 330,00Om3 aimed
to creating access to 33,648.00 people when full. Under the sanitation component a total oi202 door institutional
VIP latrines have been completed in public primary schools, 15 doors dedicated to Persons With Disability.
Additionally, through the Community total led Sanitation, 96 villages were cerlilied Open defecation Free reaching
over 9000 Ilouseholds with basic latrine and handwashing access.

Strengthening Commercisl Viability and Financial Flows for WSP (CVF) Progrem

The Strengthening Commercial Viability and Financial Flows for WSPs (CVF) Programme is a collaboration of
Water Sector Trust Fund (WaterFund) with Gatsby Africa (GA).

HORN OF AFRTCA GROUNDWATER FOR RESILIENCE PROJECT (HoAG4RP) (continucd)
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This is a two-year prograrnme running from January 2024 to December 2025 targeting l8 Water Service Providers
(WSPs) aimed at improving their creditworthiness and Operational Cost Coverage Ratio (OCCR) l8 Water Service
Providers (WSPs) across Elgeyo-Marakwet, Embu, Homabay, Kiambu, Kilifi, Laikipia Machakos, Meru, Nakuru,
Nyandarua, Nyeri, Siaya and Trans-Nzoia Counties. By improving 0reir Operational Cost Coverage Ratio (OCCR),
the programme will help WSPs overcome barriers to commercial linancing, enabling them to secure funding for
service improvements, infrastructure investments, and expansion. The specilic program outcome is an improved
creditworthiness rating above BB and OCCR above 120 % for the l8 selected WSPs.

Under the hogramme, WaterFund held a number of meeting with the National Treasury and the consulting team
with the aim of reviewing the Programme progress and exploring ways to unlock the existing implementation
challenges.

On tax exemptions, the Parties agreed to revise the Memorandum of Understanding (MOU) to make income tax
liom the Consultant and Contractors taxable according to Kenyan law. While on the withdrawal application, it was
agreed that this will apply the existing stipulations as spelt out in the Kenya's Public Finance Management Act.

Nlajor Risks facing thc Fund

Water Fund has put in place an Enterprise Risk Management (ERM) Iiamework. The ERM was developed and
approved by the Board of Trustees. ERM contains the risk management policy and framework of the Water Fun4
the risk universe, risk assessment, modalities of treatment of risks, resp,onsibility of risk managemenl, monitoring
framework and reporting. ln the l'ramework, key exposure high-risk areas were identilied, and risk mitigation
measures developed.

The key high-level risks identified, and mitigating measures put in place are as follows;
. Financial risk; Financial risks l'aced by the fund are market risk, credit risk, liquidity risk, and operational

risk.
. Competitive trends: Many institutions are undertaking similar work being done by the Fund and thus there

is competition for the resources from various Development Partners.
. Extemal Policy and Strategy risks; various Development Partners which the Fund is getting support from

have been changing their extemal policies and strategies and this may affect the Fund in terms of resource
mobilization and support.

. Fraud and Comrytion; the Fud is facing the risks of fraud and comrption by the Implementing Partners
who receive Funds for prqect implementations.

. Economic Trends: The current inlemational economic situation is changing and may allect the Fund in
resource mobilization strateSies.

. Political Environment: the political risks at the County and National Govemment may affect the process of
project implementation.

. Financial Environment: current economic and inflationary pressures may allect the funding of various
projects. This could lead to delay in execution of funded projects.

. Changing Demographics; changes in demographics affects the projects implementation and difficulty in
reaching nomadic populations who are main beneficiaries.

. Resources (Budgeting and Resources allocation): The Govemmeat of Kenya and other f)evelopment
partners may change the priorities in resources allocation thus affecting the Fund.

. Climate Change: Climate change has affected the sustainability of the funded projects.

. Physical Environment: The Frmd finance projects in Arid and Semi-Arid l-ands (ASAL) areas which could
have harsh physical and climatic conditions.

. Socio - Cultural issues; various socio-cultural issues affects the projects implementation.

. Health, Safety and Environment; risk of security issues in areas funded by the Fund.

. Capacity of Implementing Partners; the capacity of implernenting partners affects the pace of projects
implementation.

Risk Management process has been integrated in the daily operation ofthe Fund and risk identification, assessment

and mitigating measures are put in place. Various head of departments and divisions have been allocated various
roles in risk management.

3.1
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9. ENVIRONI\TENTAL AND SUSTAINABILITY REPORTING

SUSTAI NABILITY STRATEGY

Water Sector Trust Fund is keen to achieve hnancial and instirutional sustainability and undertook various
measures during the period towards this target. These included development of a framework for sustainable
business models and development ofa Revenue Generation Policy. Further, the Fund undertook a feasibiliry study
to review and refine the Loan Facility model. WaterFund has continued to engage Govemment. Development
Partners, Commercial Banks and Implementing Partners in order to garner support for the proposed Loan Facility.
The facility will enable WaterFund to issue loans blended with commercial financing from the banks, which, when
repaid, will form a sustainable revolving facility.

Further, WaterFund has continued with e florts to secure land and budget for an olfice Complex, which will enhance
the work environment, promote the brand ofthe Institution, and serve as a high value asset to enhance bankability
of the Fund. This will pave way for participation in investment activities ofhigh and sustainable returns, including
the Capital Markets.

ln its business models, Waterlund envisages additional income liom realizing the proposed water le!y,
implementing a proposed carbon trading project, and research and innovalion activities that result in monetizing
the Fund's knowledge hub, providing knowledge exchange lbrums on Sector financing and investments, among
other initiatives.

ENVIRONI\IENTAL PERFOR\IANCE

Following the declaration H.E. Dr. William Samoei Rutto, C.GH,, The President of the Republic of Kenya
launched a nation-wide tree planting activity in the year 2022 through a declared national tree-growing campaign,
anchored in the National Landscape and Ecosystem Restoration Program, with a goal ofplanting l5 billion trees
by 2032, raising tree cover fiom around l2 % to 30 % by 2050. Multiple ministries and agencies have been assigned
specific annual or decade-long tree-growing targets, coordinated through a whole-of-govemment stralegy. County-
level chiefs, schools, civil society, and the private sector are essential implementation partnen, supported by digital
tracking via the JazaMiti app.

In order to support the National Govemment Initiatives of increasing forest cover, including support of the
hesidential Directive Circular Ref No. OP/CAB/26ll.3A dated 4th June 2018 on inclusion of tree planting in CSR
activities of public instinrtions, WaterFund has participated in several tree planting activities so as to satisfy the
anticipated oulpus of the presidential directives.

To achieve the above the WaterFund Ministry undertook the following tree planting activities in the FY 202412025
which are further detailed in this report.

. Tree Planting during the 2024 136 Edition WASCO Games

. Tree planling Campaign in Kirisia, Samburu County
o Tree Planting during the World Water Day Celebrations in Nanyuki, Laikipia County
. Tree Planting at Kimana Wetland in Kajiado County.
o Environmental support towards Greening and Tree planting at the Nyeri Golf Club.

Trec Planting during the 2024 l3'h Edition WASCO Games

The Water Sector Trust Fund (WaterFund) was invited by the Ministry of Water, Sanitation and Irrigation (MWSI)
to participate in the l3'b Edition of the WASCO Games, held fronr 186 to 23'd August 2024 at Mumbi Stadium in
Murang'a County. Organized under the theme "Combating Climate Change through Sports," the games were
hosted by Murang'a Water and Sewerage Services Company Limited. As part of the event's environmental
advocacy, a tree planling exercise was held a week prior, graced by Principal Secrelary Mr. Julius Korir, CBS, and
supported by WaterFund, alipning with the national goal to grow l5 billion trees by 2032.

The tree planting activities, conducted from I 3'h to 186 Augusr 2024 ar Mbiri Primary School, saw the participation
of key dignitaries including Cabinet Secretary Eng. Erick Muuga, PS Eng. SAO Alima, Governor Hon. Irungu
Kang'ata, and managing directors ofparticipating water companres. A total of 10,000 tree seedlings were planted,
with WaterFund contributing 9,000 seedlings and various stakeholders joining hands to plant an additional I,000.
This collaborative initiative exemplified the stronS partnership between govemmenl enlities, waler service
providers, and development agencies in addressing environmental challenges.
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10. ENVIRONIITENTAL AND SUSTAINABILITY REPORTING (continued)

ENVIROIYMENTAL PERFORMAI\ICE (continued)

Tree Planting during the 2024 l3tt Edition WASCO Games (continued)

WaterFund's involvement in the WASCO Games extended beyond the tree planting, having previously supported
Murang'a County under the Conditional Liquidity Support Grant (CLSG) programme. This programme ensures the
linancial and operational stability of waler service providers, which is critical for sustaining service delivery,
particularly in the post-pandemic context. The tree planting campaign and the games collectively served as platforms
to demonstrate the critical link between environmental conservation, waler service resilience, and sustainable socio-
economic development.

Tree Planting ot Kimana Wetland in Kajiado County

The Ministry of Water, Sanitation and Irrigation (MWSI) is spearheading a nationwide initiative to support the
Govemment of Kenya's goal of increasing forest cover by 2032. In partnership with various water sector agencies, the
Ministry aims to plant 50 million trees in the Financial Year 2024/2O25. As part of this commitmert, a week-long
National Tree Planting Campaign took place from 24'h to 28rh April 2025 in the Kimana Wetlands, Kajiado County.
This critical ecosystem, covering approximately l0 km'1, plays a significant role in sustaining local water sources and
community livelihoods. The campaign involved each participating instirution adopting a local school to engage
communilies in tree planting and environmental education.

WaterFund adopted Enchoro Enkai Primary School and, in collaboration with students and local residents, successfu y
planted 10,000 indigenous tree seedlings. The e[Ibrt was nol only about planting lrccs but also about crcating awarcness
on nurturing and conserving them to ensure long-term ecological benefits. During the main event, Eng. SAO Alima,
Water Secretary at MWSI, delivered a keynote address on behalf of Cabinet Secretary Eng. Eric Mugaa, emphasizing
the importance of restorinS degraded catchments. He stressed the need for stronger policy enforcement, community
participation, and educational outreach to combal deforestation and unsustainable land use. Eng. Vincent Kabuti, OGW,
Irrigation Secrelary, furlher underscored the value ofplanting fruit trees to enrich biodiversity and impnrve livelihoods.

This campaign was a collaborative effort involving key water sector and conservation stakeholders, including
WaterFund, WASREB, the Kenya Forest Service (KFS), the Water Police Unit (WPU), regional Water Works
Development Agencies, and community-based organizalions. Their united aclion demonsfated a strong commitmenl
to protecting Kenya's waler catchment areas and promoting climate resilience. WaterFund's involvement reflects its
stralegic role in supporting national environmental goals, particularly the restoration of forest ecosyslems critical to
water securily and climate change mrtigation-

Envirnnmental support towards Greening and Tree planting ot the Nyeri Golf Club

In alignment with the Government ofKenya's ambitious target to increase national forest cover by the year 2032, Water
Sector Trust Fund (WaterFund) has remained steadfast in its commitment to promoting tree planling and tree-gtrowing
initiatives across the country. Recognizing the urgenl need for environmental restoration and sustainable land
management, WaterFund has pannered with numerous public institutions, counry Sovemmcnts and conmunity-based
organizations to advance reforestation efforts. Throug& these strategic collaborations, WaterFund has facilitated the
planting and nurturing of thousands of indigenous and fruit tree species in water catchment areas, riparian zones and
public lands contributing significantly to climate change mitigation, improved water security, and biodiversity
conservalion.

Demonstrating its holistic approach to environmental sustainabrlity, WaterFund participated in the Environmental Golf
Toumament organized by Nyeri Golf Club. This unique initiative merged sports with conservation awareness, crealing
a platlbrm for advocacy and action. WaterFund proudly sponsored the environmental toumament to a nrne ofKShs.
250.000 which went towards tre purchase and planting of 12,000 tree seedlings. This support enabled the planting of
trees within the club and its surrounding areas, reinforcing WaterFund's commitmert to promoting environmental
sustainability. In addition, WaterFund aclively engaged in the goll toumament, fostering stakeholder relations while
championing environmental stewardship.

WatcrFund is proud to champion Kcnya's bold initiativc to plant l5 billion trc.cs by 2032, a kcy stcp toward rcstoring
our environment and increasing nalional forest cover. So far, WaterFund has supported tree planting initiatives in
Murang'a, Sanrburu, Baringo, taikipia, Kajiado, and Kiambu, demonstrating its unwavering commitmenl to climale
action and environmental sustainability. These efforts go beyond planting, WaterFund is investing in long-term
environmental restoration, ecosystem resilience, and community empowerment.

By engaging communities, schools, and institutions, and focusing on the protection of key water catchments and
riparian areas, WaterFund continues to lead from the front in ensuring a greener, more climate-resilient Kenya.

3(r



Water Sector Trust Fund
Annual Report
For the year ended 30 June 2025

9. ENYIRONI\IENTAL Ar-D SUSTAI\ABILITY REPORTI\C (continued)

ENVIRO|IMENTAL PERFORMATICE (continued)

Tree Planting during the World Water Day Celebrations in NenyukiL, Leikipia County

The Ministry of Water, Sanitation and Inigation (MWSI) in collaboration with waler sector institutions joined the rest

of the world in celebrating the 2025 World Water Day at Sl. Joseph Tigithi Boys High School, in Nanyuki, l-aikipia
County. World Water Day is an annual United Nations (lN) observance &y held on March 22d since the year 1993

which serves as a platlbrm to advocate for sustainable water management policies, aligning with Sustainable Develop-
ment Goal 6 (clean water and sanitation for all).

This year's therne, "Glacier Presenation, " highlighted the pressing need to safeguard these vital natural reservoirs,
which store approximately 70 percent of the world's freshwater. To mark the occasion, WaterFund hosted an exhibition
where staff educated the public about its man&te and ongoing interventions in taikipia County under the Conditional
Liquidity Support Grant (CLSG) II program. Representing the CEO, Mr. Isaac Kega, the General Manager
Programmes, led 0re WaterFund team and received the Cabinet Secretary MWSI and a highJevel delegation to the

stand.

WaterFund played a key role in the success of World Water Day by planting 8,000 tree seedlings and distributing
branded T-shirts to participants and students. Additionally, staffsensitized the public on the Customer Service Delivery
Charter, reinforcing WaterFund's commitmert to stakeholder enSagement through clear sewice standards, cuslomer
obligations, user charges, and timelines.

Tree plenting Campaign in Kirisia, Samburu County

The Water Sector Trusl Fund (WaterFund) was privileged to participate in a Tree Planting Campaign organized by the
Ministry of Water, Sanitation, and Irrigation O{WSI). This event aligned with the Presidential initiative to plant l5
billion trees by 2030, aimed at combating deforestation, mhancing food security, conserving forests, and mitigating
climate change. The campaign was led by CPA An&ew Rage Eysimkele, CEO of the Northern Water Works
Development Agency (NWWDA), and highlighted the critical role of environmental conservation.

As part of its contribution to the campaigr, WaterFund procured and planted 5,000 indrgorous trees, including Olea

Africana and Acacia species. Renowned for their water efliciency, adaptability to local conditions, and resilience, these

species are instrumental in promoting waler conservation and fostering sustainable forest ecosystems. This tree-planling
initiative is a vital stcp toward restoring ecosystems and addressing pressing cnvironmental challenges.

WaterFund's active participation underscores its steadfast commitmenl lo proteclinS waler catchment areas, resloring
forests, and safeguarding water resources for funrre gererations,

IO. IIARKET PLACE PRACTICES

Responsible Nlarketing und Advertiseme nt

Ket Areas of Responsible Advertisement and Visibilitl

l. Consistency in Branding: Adherence to national govemment and intemal b,randing standards, as outlined in the

Communication Policy, is maintained to ensure uniformity. All communication materials consistently feature the

Coat of Arms, WaterFund, donor, and implementing partner logos to promote a cohesive identity.
2. Compliance with Advertisement Placement Guidelines: All advertisements are placed through the MyGov

newspaper pull-out in accordance with the Govemment Advertisement Agency directive, as guided by the relevant
National Governmert Circular.

3. Commitment to Transparency and Accoturtability: Advertising materials incorporate channels for public
engagemenl, including information on how to report comrption, seek access to information, and submit complaints,
supprorled by functional feedback and re&ess mechanisms.

.17

Water Sector Trust Fund (WaterFund) continues to facilitate linancial support to the 47 counties through conditional
and unconditional grants, tarSeting Water Supply, Sanitation, and Water Resources Managemert lbr under-served and

marginalized communilies in both rural and urban settings. As part of its commitment to transparency and

professionalism, WaterFund promoles ethical communication and marketing through its Corporate Communication and

Corporate Affairs Unit.



Water Sector Trust Fund
'Annual Report
For the year ended 30 June 2025

4. Engaging the Public: The Communication and Corporate Affairs Unit continues to provide detailed information
on available services, the fimding application process, and access opportunities for marginalized communities,
encouraging informed participation in WaterFund's programs.

Achievements

o WaterFund's cornmitrnent to responsible communication is reflected in the following performance metrics:
o Social Media: 767,765 impressions and interactions through eamed media; E5l new followers across platforms

o Television Viewership: 2.4 million viewers
o Newspaper Readership: 680,000 readers

o Online Platforms: 0.6 million views and engagements

Looking Ahend

To strengthen visibility and outreach elTorts, the following strateSic actions will be undertaken:
o Utilize integrated visibility and publicity channels including TV, radio, and digital media

. Expand focus on Swahili and vemacular radio stations to enhance communily-level engagement

. Capitalize on the established social media presence, particularly through the WaterFund and WASIC Facebook

pages

. Reduce reliance on print media and adopt approaches aligned with emerging stakeholder engagemert trends

WaterFund remains committed to responsible, ethical, and policy-compliant marketing praclices. Through strategic

brand alignment, regulatory adherence, and proactive public engagement, the organization continues to uphold high
standards of integrity and transparency in all comrnunication initiatives.
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II. REPORT OF THE TRUSTEES

The Trustees submit their report together with the audited financial statements for the year ended 30 June 2025,
which shows the state of Water Sector Trust Fund's aflhirs.

RECISTRATIO.T-

The Water Sector Trust Fund (WSTI) is a state corporation cstablished under the Water Act, 2016, Section I l3
(l) with a man&te to assist in financing the provision of water services to areas of Kerya which are without
adequate water services. WSTF operates under lhe Ministry of Water and lrrigation and is guided by the Trust
Deed of 26 April 2004.

PRINCIPAL ACTIvITTES

The WSTT is a basket fund through which the Govemment of Kenya, through appropriations by Parliament,
development partners and other funds, charnels financial assistance towards (he implementation of water,
sanitation and water resources projecs throughout the country with special emphasis on the poor, marginalized
communities and working with the County Govemmenls in delivering these services.

RESULTS

The results ofthe entity lbr $e year ended 30 June 2025 are as set out on page 44

TRUSTEES

AUDITOR

The Auditor General is responsible for the statutory audit of the entity in accordance with Article 229 of the
Constitution of Kenya and the Public Audit Act 2015. PricewaterhouseCoopers LLP was appointed by the
Auditor General to carry out the audit for the year ended 30 June 2024 in accordance with section 2J ofthe Public
Audit Act, 2015 which empowers the Auditor General to appoint an auditor to audit on her behall'.

Dr Erick Rutto
Chairman, Board of Trustecs
Water Sector Trust Fund (WaterFund)

Q- 025
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The members ofthe Board ofTrustees who served during the year are as shown on page 4.

FOR AND ON BEHALF OF THE BOARD OF TRUSTEES



Water Sector Trust Fund
Annual Rcport
For the year ended 30 June 2025

I2. STATEMENT OF TRUSTEES' RESPONSIBILITIES

The Tmstees arc responsible for the preparation and presentstion of the WaterFund's financial statements which
give a true and fair vicw of 0re state ofaffain of the Water Sector Trust Fund forand as at the end of0re hnancial
ycer en&d 30 Junc 2024. This rcsponsibility includes:

(i) Maintaining adequate linancial management arranSements and ensuring that lhese continue to be eflective
ttroughout the reportinS periodi

(ii) Maintaining proper sccounling records, which disclose widr reasonable accuracy at any lime the financial
position of thc cntity;

(iii) Designing, implemenling and maintaining intemal controls relevant to the preparation and fair presentation
of the frnancial statements, and ensuring that they are free &om material misstalements, whether due to
error or fraud;

(iv) Safeguarding the assels of the Water Sector Trust Fund;
(v) Sclecting aud applying appropriatc accountiug policies; and
(vi) Making accounting estimates that are reasonable in the circumstances.

The Tnrstees accepl responsibility for the Water Sector Trust Fund's financial slatements, which have been
prepared using appropriale accounting policies supported by reasonable and prudent judgernents and eslimates,
in confonuity with International Public Sector Accounting Standards (IPSAS), and in the rnaruer required by
the PFM Act, 2012, the State Corporations Act and the Water Act 2016. The Trustees are ofthe opinion that the
WaterFund's financial statements give a true and fair view offte state of WaterFund's transactions during the
financial year ended Jurc 30, 2025, and of fie WaterFund's fuuncial position as at that date.

The Trustees further confinn the completeness of the accounting rccords maintained for WaterFund, which have
been relied upon in the preparation of WaterFund's financial statements as well as the adequacy of tre systems
of internal financial control.

Nothing has come to the atlention of the Trustees to indicate that WaterFund will not remair a going concern for
at least the next twelve mondrs from the date ofthis slatement.

Appmval of the financial statements

The WaterFurd's financial staternents werc approved by the Board on 4 f:<c erl.B €E-2025 and signed on its
behalf by:

Dr Erick IC Rutto

Chairman" Board of Trustees

Water Sector Trust Fund (WaterFund)

Mr. Willis Ombai

Chief Executive Oflicer

Water Sector Trust Fund (WatcrFund)

40

Section 8l of the Public Finance Management (PFM) Act, 2012, Section l4 of the State Corporations Act, and
the Water Act 2016, require the truslees to prepare financial statements iu respect of Water Sector Trusl Fund
which give s lrue and hir view oflhe state ofaflairs of the WaterFund al the end ofthe financial year and the
opelating results of dre Water Sector Trusl Fund for the year. The trustees are also required to ensure that Waler
Scctor Trust Fund kceps propcr accounting rccords which disclosc with rcasonable accuracy the frrancial
position of WaterFund. The rustees are also responsible for safeguarding the assets of WaterFund.
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13. REPORT OF THE INDEPENDENT AUDITOR TO THE AUDITOR GENERAL ON THE FINANCIAL

STATE]IIENTS OF WATER SECTOR TRUST FUND FOR THE YEAR ENDED 30 JUNE 2025

Report on the autlit of the financial stateruents

Our opinion

We have audited the accompanying financial statements of Water Sector Trust Fund ("Water Fund") set out on pages

44 to 7z which comprise the statement offinancial position as at 30 June 2025, the statement offinancial performance,
chonges in net ossets, cash flows and comparison ofbudget and actual amounts for the year then ended and the notes
to the financial statements, comprising material accounting policy information and other explanatory information.

In our opinion, the accompanying financial statements give a true and fair view ofthe financial position ofthe Water
Sector Trust Fund as at 30 June 2025, and of its financial performance and cash flows for the year then ended in
accordance with the accrual basis accounting of the International Public Sector Accounting Standards (IPSAS) and the
requirements of the Public Finance Management Act, 2012 and The Water Act, 2016.

Eosis.for opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our resJxrnsibilities under
those standards are further described in the 14uditor's responsi6ilities for the audit of the fnancial stotemenfs section

of our report.

We are independent of the Water Sector Trust Fund in accordance with the International Code of Ethics for
Professional Accountants (including International Independence Standards) issued by the International Ethics
Standards Board for Accountants (IESBA Code) together with the ethical requirements that are relevant to our audit of
the financial statements in Kenya. We have fulfilled our other ethical responsibilities in accordance with the IESBA
Code.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Other infonno,tion

The other information comprises the information included in the annual report other than the financial statements and
our auditor's report thereon. The Water Sector Trust Fund management are responsible for the other information. Our
opinion on the financial statements does not cover the other information and, except to the extent otherwise explicitly
stated in this report, we do not express any form ofassurance conclusion thereon.

In connection with our audit ofthe financial statements, our responsibility is to read the other information identified
above and, in doing so, consider whether the other information is materially inconsistent with the financial statements
or our knowledge obtained in the audit, or otherwise appears to be materially misstated. If, based on the work we have
performed on the other informa tion, we conclude that there is a material misstatement of this other information, we

are required to report that fact. We have nothing to report in this regard.

Responsibiliti es of the Trustees for the financic.l sto,tetnents

The Trustees are responsible for the preparation offinancial statements that give a true and fair view in accordance
with the accrual basis ofaccounting ofthe International Public Sector Accounting Standards and for such internal
control as the Trustees determine is necessary to enable the preparation offinancial statements that are free from
material misstatement, whether due to fraud or error.

In preparing the financial statements, the Trustees are responsible for assessing the Water Sector Trust Fund's ability
to continue as a going concern, disclosing, as applicable, matters related to going concern and using the going concern
basis ofaccounting unless the Trustees either intend to liquidate the Trust Fund or to cease operations, or have no
realistic alternative but to do so.

PricewaterhouseC,oopers LLP. hrC Tower, Waiyaki Way/Chiromo Road,
Westlands P O Box 43963 - ootoo Nairobi, Kenya
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13. REPORT OF THE INDEPENDENT AUDITOR TO THE AUDITOR GENERAL ON THE FINANCIAL
STATEMENTS OF WATER SECTOR TRUST FUND FOR THE YEAR ENDED 30 JUNE 2025
(coNTINUED)

As part ofan audit in accordance with ISAs, we exercise professional judgement and maintain professional scepticism
throughout the audit. We also:

o Identi& 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 our 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.

Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Trust Fund's internal control.

Evaluate the appropriateness of accounting policies used and the reasonablenqss of accounting estimates and
related disclosures made by the Trustees.

Conclude on the appropriateness ofthe Trustee's use of the going concern basis of acmunting and, based on
the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast
significant doubt on the Trust Fund's ability to continue as a going concern. If we conclude that a material
uncertainty exists, we ar€ required to draw attention in our auditor's report to the related disclosures in the
financial statements or, ifsuch disclosures are inadequate, to modify our opinion. Our conclusions are based
on the audit evidence obtained up to the date of our auditor's report. However, future events or conditions may
cause the Fund to cease to continue as a going concern

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

We communicate with the Trustees regarding, among other matters, the planned scope and timing of the audit and
significant audit findings, including any significant deficiencies in internal control that we identifo during our audit

Auditor's reqronsibilitiesfor the audit of thefrno,nciat statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor's rep<-rrt that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in acrcordance with
ISAS will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis ofthese financial statements.
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REPORT OF THE INDEPENDENT AUDITOR TO THE AUDITOR GENERAL ON THE FINANCIAL STATEIITENTS
OF WATER SECTOR TRUST FUND FOR THE YEAR ENDED 30 JUNE 2025 (CONTINUED)

Report on other legal and regulatory requirements

As required by the Public Finance Management Act, 2012 and The Water Act, 2016, we report to you based on our
audit, that:

In our opinion, proper books ofaccount have been kept with the Water Sector Trust Fund, so far as appears
from our examination ofthose books;

b. The Water Sector Trust Fund accounts were audited in accordance with the provision of the Public Audit Act,
:or5; and

c. The Water Sector Trust Fund accounted for the donor funds separately in accordance with the applicable
Development partner agreements

2()25
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CPA Francis Muriu, Practicing Number P/r8zr
Engagement partner responsible for the audit

For and on behalf of PricewaterhouseCoopers LLP
Certiff ed Public Accountants
Nairobi
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REPORT OF THE AUDITOR-GENERAL ON WATER SECTOR TRUST FUND FOR THE
YEAR ENDED 30 JUNE, 2025

PREAMBLE

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

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

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

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

An Unmodified Opinion is issued when the Auditor-General concludes that the financial
statements are fairly presented in accordance with the applicable financial reporting
framework. The Report on Financial Statements should be read together with the Report
on LaMulness and Effectiveness in the Use of Public Resources, and the Report on
Effectiveness of lnternal Controls, Risk Management, and Governance.

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

REPORT ON THE FINANCIAL STATEMENTS

Opinion

The accompanying financial statements of Water Sector Fund set out on pages 44 to 83,
which comprise of the statement of financial position as at 30 June, 2025 and the
statement of financial performance, statement of changes in net assets, statement of cash
flows and statement of comparison of budget and actual amounts for the year then ended,
and a summary of significant accounting policies and other explanatory information, have
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been audited on my behalf by PWC, auditors appointed under Section 23 of the Public
Audit Act, 2015. The auditors have duly reported to me the results of their audit and on
the basis of their report, I am satisfied that all the information and explanations which, to
the best of my knowledge and belief, were necessary for the purpose of the audit were
obtained.

ln my opinion, the financial statements present fairly, in all material respects, the financial
position of Water Sector Trust Fund as at 30 June, 2025 and of its financial performance
and its cash flows for the year then ended, in accordance with lnternational Public Sector
Accounting Standards Accrual Basis and comply with the Water Act, 2016 and the Public
Finance Managemenl Acl, 2012.

Basis for Opinion

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of the Water Sector Trust Fund Management in
accordance with ISSAI 130 on the Code of Ethics. I have fulfilled other ethical
responsibilities in accordance with the ISSAI and in accordance with other ethical
requirements applicable to performing audits of financial statements in Kenya. I believe
that the audit evidence I have obtained is sufficient and appropriate to provide a basis for
my opinion.

Emphasis of Matter

1.0 Long Outstanding Payables from Exchange Transactions

The statement of financial position reflects trade and other payables balance of
Kshs.146,206,130 as disclosed in Note 20 to the financial statements. lncluded in this
balance is a balance of Kshs.16,337,251which has been outstanding for more one (1)
year and should have been settled as a first charge. The accumulation and prolonged
non-seftlement of these obligations raises concerns regarding the Fund's commitment to
prudent financial management and timely payment to suppliers.

Failure to settle payables during the year which they relate adversely affects subsequent
budget implementation, unpaid bills from a first charge to that year's budget provisions.

2.0 Long Outstanding Projects Receivables

The statement of financial position reflects receivables from non-exchange transactions
balance of Kshs.955,938,392 as disclosed in Note 14(a) to the financial statements which
includes an amount of Kshs.173,871,874 relating to the provision for the project
receivables which have been long outstanding. Although Management assessed these
advances as doubtful and provided for them in the financial statements, adequate control
measures and safeguards stipulated in the signed project funding agreements were not
enforced to reduce the doubtful balances. This was contrary to Section 8.3 of the Finance
Policy and Procedures Manual, which requires project advances to be accounted for on
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a monthly basis and outstanding debts or receivables to be pursued through demand
notices and other legal means.

ln the circumstances, the recoverability of the receivables from non-exchange
transactions balance of Kshs.955,938,392 as at 30 June, 2025 could not be confirmed.

ln the previous year's audit report, several issues were raised under the Basis for
Qualified Opinion, Report on LaMulness and Effectiveness in the Use of Public
Resources and the Report on Effectiveness of lnternal Controls, Risk Management, and
Governance. Review of Appendix 1; lmplementation Status of Auditor General's
Recommendations indicated that Management had not resolved seven (7) out of the
eighteen (18) issues raised. However, there was no documentary evidence supporting
how these issues were addressed, and Management did not submit a report detailing
actions taken to implement the Auditor-General's recommendations as required under
Section 31(1)(a) of the Public Audit Act, 2015. This is summarized below:-

S/no Audit lssue
1 2006t2007 Manguva Community Water and Sanitation Proiect
2 2013t2014 Questioned costs
3 2015t2016 Outstanding ex-staff debtors
4 2015t2016 Long outstanding advances
5 2015t2016 Non-current Assets

2015t2016 Cash and cash equivalents
7 2015t2016 lnformation, Communication, Technology (lCT) policy

Report of the Auditor-General on Water Sector Trust Fundfor the year ended 30 June, 2025
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3.0 Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects budgeted and actual
receipts on a comparable basis of Kshs.5,142,964,000 and Kshs.2,593,864,853
respectively resulting in an underfunding of Kshs.2,549,099,147 representing 50% of the
approved budget. Similarly, the Fund spent an amount of Kshs.2,680,558,954 against
actual receipts of Kshs.2,593,864,853 resulting to an underutilization of Kshs.86,694,101
of total receipts.

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

My opinion is not modified in respect of these matters.

Key Audit Matters

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

Other Matter

Unresolved Prior Years Audit Matters

FinancialYear
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Other lnformation

The Management is responsible for the Other lnformation set out on page 2 to 40 which
comprise of Key Entity lnformation and Management, Board of Trustees, Management
Team, Chairperson's Statement, Report of the Chief Executive Officer, Statement of
Performance Against Predetermined Objectives, Corporate Governance Statement,
Management Discussion and Analysis, Environmental and Sustainability Reporting,
Market Place Practices, Report of the Trustees, Statement of Trustees'; Responsibilities.
The Other lnformation does not include the financial statements and my audit report
thereon.

ln connection with my audit on the Fund's financial statements, my responsibility is to
read the Other lnformation and in doing so, consider whether the Other lnformation is
materially inconsistentwith the financial statements or my knowledge obtained in the audit
or othenruise appears to be materially misstated. lf based on the work I have performed, I

conclude that there is a material misstatement of this Other lnformation, I am required to
report that fact. I have nothing to report in this regard.

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

REPORT ON LAWFULNESS AND EFFECTIVENESS IN THE USE OF PUBLIC
RESOURCES

Conclusion

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

confirm that nothing else has come to my attention to cause me to believe that public
resources have not been applied laMully and in an effective way.

Basis for Conclusion

1.0 Employees Acting Beyond Stipulated Period

Review of the payroll and human resources records revealed that seven (7) employees
appointed in acting capacities and paid acting allowances totalling Kshs.1,665,358 acted
for more than six (6) months. As a result of the irregular acting the employees earned
total acting allowances of Kshs.1 ,101 ,661 . This was in contravention with Section 34(3)
of the Public Service Commission Act, 2017 which provides that an officer may be
appointed in an acting capacity for a period of at least thirty days but not exceeding a
period of six (6) months.

ln the circumstances, the Management was in breach of the law.
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2.0 Failure to File Monthly Returns on Procurement Capacity Building Levy

During the financial year under review, the Fund entered into contracts with various
suppliers for works, goods delivery and service provision. However, the Fund did not
deduct and remit to the Public Procurement Regulatory Authority (PPRA) Levy, at the rate
of zero point zero three per centum (0.03%) of the value of the signed contracts, exclusive
of applicable taxes from the contract value at the time of making payments for such
contracts. Further, the Fund did not submit returns, contrary to Section 9 of the Public
Procurement Capacity Building Levy Order, 2023 which require procuring entities to
maintain monthly records in Form SL.1 and submit the returns through the Public
Procurement I nformation Portal.

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

3.0 Late Remittance and Non-remittance of Statutory Deductions

Review of Fund records revealed instances of non-compliance with statutory tax
remittance requirements. Specifically, the Affordable Housing Levy (AHL) amounting to
Kshs.597,828 for the month of September,2024 was remitted late, contrary to Section 4
of the Affordable Housing Acl,2024, which requires the levy to be remitted to the Fund
through the collector not later than the ninth working day after the end of the month.
Further, the Fund deducted withholding tax on contracts amounting to Kshs.32,353,680
but failed to remit the tax within five (5) days as required by the Kenya Revenue Authority.
ln addition, the Fund delayed the filing and remittance of the additional 15% withholding
tax on interest earned from project funds held in interest-bearing accounts, contrary to
Section 8 of the lncome Tax (Withholding Tax) Rules, which requires withholding taxes
deducted to be remitted to the Kenya Revenue Authority by the 20th day of the month
following that in which the tax was deducted.

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

4.0 Project lmplementation Status

4.1 Loima, Lokichoggio & Nanaam Water Project - Turkana County

Water Sector Trust Fund entered into a financing agreement with the World Vision Kenya
for implementation of Loima, Lokichogio and Namaam Water Project in Turkana County,
at a total contract sum of Kshs.95,032,128. This was to be financed at an amount of
Kshs.79,838,629 by Water Sector Trust Fund being the Fund's budget contribution. The
funds were intended for the implementation of the following sub-projects under the main
project: Lorus Water Pan, Nakurio Water Pan, Tado Farm Water Project, Urum Water
Supply, Kariuki Borehole, and Lokewan Borehole. Audit of the projects and physical
inspection conducted in December,2025 revealed the following:-

4.1.1 Lorus Water Pan- Turkana County

Contract was entered into for the excavation of a 30,000 m3 capacity water pan at Lorus
Nanam Ward in Turkana West Sub-County at a contract sum of Kshs.10,238,745. The
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contract period was sixteen (16)Weeks from 25Apri|,2024. Two gates were installed as
part of the works for the pan. However, the gates had not been painted and had fallen off,
leaving the water pan unprotected, while the cattle water troughs were found to be non-
operational and inaccessible due to clogging with muddy sludge and with no pumping
works installed to supply water.

4.1.2 Nakurio Water Pan- Turkana County

Contract was entered into for the excavation of a 30,000 m3 capacity water pan at Nakurio
Lokiriama-Lolengippi Ward in Loima Sub-County at a contract sum of Kshs.11,893,356.
The contract period was sixteen (16) Weeks from 16 April,2024. The water pan was dry
with no evidence that the cattle water troughs had ever been used or that water levels
had reached any significant level.

4.2 Unutilized Construction of 30,000m3 Namadak Water Pan and Drilled of
borehole at Kadorkornyang in KalokolWard- Turkana County

PracticalAction being the implementing partner entered into a contract on 25 March,2024
for the excavation of a 30,000 m3 capacity water pan at Namadak and the drilling of a
borehole at Kadokornnyang in Kalokol Ward, Turkana Central Sub-County, at a contract
sum of Kshs.15,260,870 with an initial duration of eight (8) weeks. No-cost extension was
subsequently granted, extending the completion date to 31 December,2024. Review of
the third payment certificate indicated that an amount of Kshs.14,853,370 had been paid
as of 4 November,2024. Physicalinspection conducted in December,2025 revealed that
although this borehole had been drilled and water pan constructed it was not in use.

4.3 Equipping of Kadorkornyang Borehole with Associated Storage and Civil
Works in Kalokolward- Turkana County

Practical Action entered into a contract with on 28 August,2024 for the equipping of one
borehole, including associated storage and civil works, at Kadokornnyang in Kalokol
Ward, Turkana Central Sub-County, at a contract sum of Kshs.12,000,000. The contract
had a duration of two (2) months, with the completion certificate issued on 18 December,
2025. Review of the second payment certificates dated 31 December, 2024 indicaled that
the contractor was paid a total of Kshs.10,799,999 including half of the retention money.
Physical verification conducted in December, 2025 and engagement with the local
community revealed that the borehole and the two water kiosks were not in use.

4.4 lncomplete works for the Laisamis lntegrated Project- Marsabit County

The Water Sector Trust Fund entered into a financing contract with Concern Worldwide
on 7 December, 2022 for the implementation of the Laisamis lntegrated Project in
Marsabit County, with a duration of twenty-one (21)months and a total contract sum of
Kshs.48,072,226. Conlract was entered into on 15 April, 2024 for the desilting and
expansion of Namarei Water Pan, as well as the rehabilitation of Olturot and Ngororoi
Water Supply Projects, at a total contract sum of Kshs.33,948,788, with an intended
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completion date of 7 June, 2024. Physical inspection conducted in December, 2025
revealed that two (2) cattle ramps had not been constructed as required in the bill of
quantities.

ln the circumstances, the value for money for the expenditure on the above projects could
not be confirmed.

The audit was conducted in accordance with ISSAI 3000 and ISSAI 4000. The standards
require that I comply with ethical requirements and plan and perform the audit to obtain
assurance about whether the activities, financial transactions and information reflected in
the financial statements comply in all material respects, with the authorities that govern
them. I believe that the audit evidence I have obtained is sufficient and appropriate to
provide a basis for my conclusion.

REPORT ON THE EFFECTIVENESS OF INTERNAL CONTROLS, RISK
MANAGEMENT AND GOVERNANCE

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

Basis for Conclusion

1.0 Late Surrender of lmprest

The statement of financial position reflects receivables from exchange transactions
balance of Kshs.20,837,674 as disclosed in Note 14 (b) to the financial statements.
lncluded in the balance is Kshs.3,432,697 in respect of staff receivables being
outstanding imprest and staff salary advances. Review of the imprest system indicated
that imprest totalling Kshs.3,515,550 was surrendered more than seven (7) days after
return to duty station, contrary to Regulation 93(5) of the Public Finance Management
(National Government) Regulations ,2015, which requires a holder of a temporary imprest
to account for or surrender the imprest within seven working days after returning to duty
station.

ln the circumstances, internal controls over the management of imprest and staff
advances could not be confirmed.

2.0 Weaknesses in lnformation, Communication and Technology (lCT) Governance

2.1 lnadequate Review of Privileged User Activity Logs

Monitoring and reviewing privileged user activity is a key control for detecting
unauthorized or malicious actions by users with elevated access rights. Regular review
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of these logs promotes accountability, supports timely incident detection, and strengthens
overall system security.

Our review identified the following gaps in privileged user activity monitoring:

i) Reports on privileged user activities were generated and reviewed only once during
the audit period. This frequency is inadequate and does not comply with policy
requirements for quarterly reviews. lt increases the risk of delayed detection of
anomalies or potentially malicious actions executed by privileged accounts.

ii) The review covered only SAP Bl. Other critical systems-AREN and Active
Directory-were excluded, resulting in incomplete monitoring across the lT
environment.

2.2 lnadequate Monitoring of Privileged User Activities Across System
Layers

Privileged users possess elevated access rights that allow them to make critical changes
to systems, applications, and databases. Continuous monitoring and alerting of their
activities are essential to detect unauthorized or inappropriate actions, ensure
accountability, and maintain the integrity and security of lT systems. Centralized
monitoring and alerting tool was necessary to consolidate logs from multiple layers,
enabling timely review and response to suspicious activities. The audit identifled the
following gaps in monitoring privileged user activities across the application, database,
and operating system layers for AREN, SAP Business One, and Active Directory:

i) The Fund does not have a centralized monitoring or alerting toolto track privileged
user activities across the database, operating system, and application layers.

ii) Privileged user activities are not monitored in realtime at the application, operating
system, or database layers for the above systems.

2.3 Gaps i n the P e r io d ic User Access Rights

Periodic review of user access rights was a critical control to ensure that privileges remain
appropriate and aligned with job responsibilities. These reviews should have covered all
relevant layers-application, database, and operating system-and include both
individual and generic accounts to maintain accountability and prevent unauthorized
access.

Audit review
certifications: -

identified the following gaps in periodic access rights reviews and

AREN System: Access rights reviews were not conducted for the sampled quarters
(Ql and Q3) at both the operating system and application layers.
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ii. SAP Business One: While an access rights review was performed at the application
layer for Q1, no reviews were conducted at the database and operating system layers
for the same quarter. Additionally, no reviews were carried out at any layer
(application, database, or operating system) for Q3.

iii. Active Directory: Access rights reviews were not conducted at the application and
operating system layers for the sampled Q1 and Q3.

2.4 Gaps in Password Parameters Configuration on Aren system

Password security configurations such as password history and account lockout
thresholds were critical components of user access management, as they helped prevent
unauthorized access by discouraging password reuse and mitigating brute-force or
repeated login attempts. However, audit review noted that these configurations
specifically password history and account lockout settings had not been implemented on
the Aren system.

2.5 Gaps in the Change Management Process

Formal change management process was essential to ensure that all system changes
were properly reviewed, tested, approved, and documented before implementation,
thereby, minimizing the risk of system disruptions, unauthorized changes, or data integrity
issues. An audit review noted several gaps in the change management process, including
inadequate approvals for the sampled system change; insufficient documentation to
evidence User Acceptance Testing (UAT), its scope, outcomes, individuals involved, and
dates; absence of documented rollback plans; lack of a solution to log and track changes
made to application programs, resulting in no central record or audit trail; and missing
details of the change implementer for the sampled system change.

2.6 Gaps in Backup Restoration and Disaster Recovery Testing

Periodic restoration and disaster recovery (DR) testing are critical to validate the
effectiveness of backup processes and ensure business continuity in the event of a
system failure or disaster. These tests should have involved both lT and business process
owners to confirm that restored systems and data adequately support business
operations. However, audit review noted gaps in backup restoration and DR testing,
including the absence of business process owner involvement in restoration testing
conducted by the lT team, exclusion of the Aren system from restoration tests for Q1, and
inadequate documentation to evidence execution of disaster recovery failover testing
during the period under review.

ln the circumstances, the effectiveness of the controls and safeguards on lT systems
could not be confirmed.

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

Responsibilities of the Management and the Board of Trustees

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with lnternational Public Sector Accounting Standards Accrual
Basis and for maintaining effective internal controls as Management determines is
necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error and for its assessment of the effectiveness
of internal controls, risk management and governance.

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

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

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

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

Auditor-Genera!'s Responsibilities for the Audit

My responsibility is to conduct an audit of the financial statements in accordance with
Article 229(4) of the Constitution, Section 35 of the Public Audit Act, 2015 and the
lnternational Standards of Supreme Audit lnstitutions (lSSAls). The standards require
that, in conducting the audit, I obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatements, whether due to fraud or error
and to issue an auditor's report that includes my opinion in accordance with Section 48
of the PublicAuditAct,20l5. Reasonable assurance is a high levelof assurance but is
not a guarantee that an audit conducted in accordance with lSSA|s will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected
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to influence the economic decisions of users taken on the basis of these financial
statements.

ln conducting the audit, Article 229(6) of the Constitution also requires that I express a
conclusion on whether or not in all material respects, the activities, financial transactions
and information reflected in the financial statements are in compliance with the authorities
that govern them and that public resources are applied in an effective way. ln addition, I

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

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

Detailed description of my responsibilities for the audit is located at the Office of the
Auditor-General's website at: https://www.oagkenya.qo.ke/auditor-qenerals-
responsibilities-for-audiU. This descri ption forms part of my auditor's report

FCPA ncy Ga S
AUDITOR-GENERAL

Nairobi

22 December,2025

Report of the Auditor-General on ll'ater Seclor Trust Fundfor the year ended j0 June, 2025
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Water Sector Trust Fund
Financial statements
lor the year ended 30 June 2025

I{. STATEMENT OF FINANCIAI, PERFORMANCE FOR THE YEAR ENDED 30 JUNE 2025

Notes
2025

KShs
REVENUE

Revenue from non-elchange transactions

255,897,994
2,320,3t3,6s2

2021
KShs

290,693,9s0
t,637,7M,790

Government of Kenya grants
Restricted donor funds

Revenue from erchange trrnsactions

Miscellaneous income
Finance income - external investrnents

Tolrl revenue

EXPENDITURE

Stalf cosls
Remuneration of tsustees

Repairs and mainlenance
Deprcciation and amorti zation expense
General expenses
Project expenses

Totrl erpendlture

6
7

8

9

2,576,21t,616 1,928J9E,7.r0

t5,627,53?
2,025,670

t6,73?,656
48,270,557

17.653,207 65,008,2 r3

2,593,86{,853 1,993,.106,953

l0
ll (a)

ll (b)
ll (c)
ll (d)
l2

(272,882269)
(2t,293,292)

(102,83e)
(23,629,812)
(s7,019,096)

(2,30s,63 l,646)

(279,3M,364)
(29,470,507)

( 188,400)
( 16,e30,4e6)

( 108,998,295)
(t,63'1,7M,?90)

(2,680,558,95{) (2,072,596,852)

Deficit for the year (86,69.r, r 0l )

The notes set out on pages 49 to 72 form an integral part of these financial statements

(79,189.'899)

44
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Water Sector Trust Fund
Financial statements
For the year ended 30 June 2025

I5. STATEMENT OF FINANCIAL POSITION AS AT 30 JUNE 2025

Notes

l3
l4 (a)
l4 (b)

l5

202s
KShs

2,774,430,456
955,938,392
20,837,674

416 t53
3,751,622,675

2021
KShs

Non - current assets

Property and equipment
Intangible assets

LIABTLITIES
Current liabllltles
Deferred income from capital grants
Staff gratuity
Trade and other payables

Non-current liabilities
Deferred income from capital grants
Staff gratuity

Net assets
Accumulated (defi cit/ surplus

Unexpended grants

Dr Erick K. Rutto
Chairman, Board of Trustees

l)atr

l6
t7

l8
l9
20

62,898,245
10,&6,s92

29,362,n6
660 072

39,022,188
9

73,544,837

581,27 |
19,869,027

146 206 130

662,502
2,92t,483

175 463 665

179,047,650t66,656,428

8
9 40 t67 801

58t ,271
45 907 153

16,488,12440,167,801

(t37,t3t,444)

4 746 032 201

3,6 r 8J43,283 4,608,900,757

TOTAL NET ASSETS AND
LIABILITIES

The notes set out on pages 49 to 72 were signed on behalfofthe Board of Trustees on 4 o€<E,v\(3fE- 202S

by;

Mr, amwel Gitau Mbu ilMr. Willis Ombai
Chief Erecutive OIIicer

f...D*samn 8k,.2.62s Date:..i1..D.9^El*$6R..302.s nate..{.bsS.QxSF*...1o:

45

ASSETS
Current rssets
Cash and cash equivalents
Receivables from non-exchange transactions
Receivables from exchange transactions
Inventories

1166,557,567
l ,310,865,979

17,559,04r
432,05s

4,795,414,642

O'I'AL ASSr-'[S 3.825,167512 4,E34,436,E31

22

Z)

(238,792,19t)

3.857.135.474

3,825,1675t2 4,834,436,831

General Manager,
Corporate Services
ICPAK Member No.2868



Water Sector Trust Fund
Fihancial statements
For the year ended 30 June 2025

I6. STATEMENT OF CHANGES IN NET ASSETS FOR THE YEAR ENDED 30.IUNE 2025

Notes
Revenuc Unexpended

grants
KShs

Year cnded 30 June 2024

Balance at I July 2023
Deficit for the year
Funds received from development
partners
GoK counterpart funding
Transfer to donor account
Donor refunds
Donor interest income
Total project expenditure

As at -10 June 2024

Year ended 30 June 2025

Balance at I July 2024
Deficit lor the year
Prior period adjustment
Funds received from development
partners
GoK counterpart funding
Donor refunds
Donor interest income
LTNICEF Expenditure
Total project expenditure

As at -10 June 2025

1,746,032,201

23

reserves
KShs

(s7,941,s4s)
(79.l 89,899)

I .2 10.328,3-19

4.929.731.808

243,676,834
(t,637 ,704,790\

Total
KShs

1,152,386,804
(7e,l 89,899)

4,929,73 l,808

243,676,834
(t,637 ,704,790)

23
23

23

23

(137,131,444)
(86,694.l0l )
(14,966,646)

;1,746.0-12,20t

14,966,646

|,201,621,821

(88,607,473)
303,435,931
( 14,682,006)

(2,30s,63 r,646)

4,608,900,757
(86,694.101 )

1.201,62t,821

(88,607,473)
303,435,931
( 14,682,006)

(2,305,631 ,646)

23
23
23
,1- t

( 2.18.792. r 9l ) 3,857.135,47,1 3,618,3.13,283

The notes set out on pages 49 to 72 form an integral part ofthese financial statements

46
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Water Sector Trust Fund
Financial statements
For the year ended 30 June 2025

I7. STATE,MENT OF CASH FLOWS FOR THE YEAR ENDED 30 JUNE 2025

Notcs

Cash flows from operating activities

Receipts
Govemment grants
Restricted revenue from development partners
Miscellaneous income
Finance income
Donor interest income

Payments
Employee costs
Remuneration of directors
Repairs and maintenance
General expenses

Disbursements to implementing partners
Refunds by implementing partners
Refunds to donors
Cratuity paid
Project expenses paid directly by WSTF

Net cash flows (used in)/ generated from operating
activities

Cash flows from investing activities
Purchase of property, plant, equipment and intangible assets

Proceeds lrom sale of property, plant. equipment

Net cash flows (used in) investing activities

Net (decrease)/Increase in cash and cash equivalents

Cash and cash equivalents as at I July

Cash and cash equivalents as at 30 June

2025
KShs

255,897,994
1,201,621,821

l,038,s05
1,125,670

290,693,950
4,874,479,794

47,403,926
t,840,929

243,676,834303 43s 93 l

763 ll9 921 5.{5!t.095.-l-13

l0
ll(a)
ll (b)
ll (d)

(272,882,269)
(2t,293,292)

( 102,839)
(57,019,096)

(t,t42,694,057)
t6,6il,376

(88,607,473)
(r 1,081,000)

(820,061 ,5 l 8)

23
l9 (4,464,247)

(612,673,691)

(2,,397,077,168) (2.928,761.646)

(633,9s7,247) 2,529,333,787
21

t6&t7

l3

(s8.398,s46)
228,682

(t,32s,420)
782,963

(s8,169,864) (10,s42,4s7)

(692,t27,ttr)

3,466.557,567

2,518,791,330

917,766.237

The financial statements on pages 44 loT2were signed on behalfofthe Board ofTrustees on
2025 by;

Mr. Willis mDr Erick K. Rutto
Chairman, Board of Trustees

r. Samwel Gitau Mbugua
Chief Executive Officer General Manager, Corporate

Services

ICPAK Member No. 2868

Date..+.DE(srvJ hEr'--.Zo?s Date:..4..0.es*tn9.*a.k..Aozs Date...+.D6,qqg:GEA.2o2s

ir

47

Total Reccipts

Total Payments

6
z3
8

9
23

2024
KShs

(279,304,t64)
(29,470,507)

( 188,400)
( 108,998,295)

(1,898,774,537)
5,112,395

2,,774,430,456 3,466,557,,567



Water Sector Trust Fund
Financial stalements
For the year ended 30 June 2025

I8. STATEIIIENT OF COIIIPARISON oF BUD(;T]T AND ACTUAL AI\IOU]\'I'S FOR'tHE YEAR ENDED 30 JUNE 2025

(35,000,000)
( r,3s0,000,000)

Final Budget
2025

KShs

257,600.000
4,850,3&,000

33.000.000
2,000.000

Actual
2025

KShs

255,897,994
2,320,313,652

16,527,537
I , 125,670

Performance
difference

2025
KShs

r,702,006
2,530,050,348

16,4'.72.463
874.330

%o of
Utilization Notes

Government of Kenya grants
Donor funds

REVENUE FROM EXCHANGE
TRANSACTIONS

Miscellaneous income
Finance income - extemal
investments

Total Revenue

EXPENSES
Administration expenses
Project expenses

6.527.96.1.000 (1,385,000,000) 5. t.t2,96{ .000 2,59-r,86.1.853 2,5{9,099,1{7

292.600,000
6,200,364,000

33,000,000
2.000,000

99Yo

4tlYo

50%
56%

500h

69%
50t,

(a)

(h)
(c)

(d)

(s2ti.s77.000)
(5,992,387,000)

( 12.041 .000)
( l ,3e7.041 ,000)

(s40,618,000)
(4,602.146,000)

(374,927.308)
(2.30s,63 l.646)

( 165,690,692)
(2,296,714,354)

Total expenses (6,527,96.1,000) ( r,38s,000,000) (5, r.12.96.r,000) (2,6t10,ssE.es4) (2,462,.{0s,046) 520h

Deficit for the period

a) WSTF had budgeted io finance projects to the tune of KShs. 4,602.346,000 using f'unds from development partners and lhe government (development budget).
This target was however not met because not all the funds anticipated from development partners were received during the year. The actual amounls received from
development partners in the year was KShs I .201,621,82 I . Project funds held at Central Bank of Kenya amounted to KShs. 94,705,733 and have been recognized
as cash-in-transit. WSTF's policy is to recognize f'unds tiom development partners as income when utilized for project expenditure hence linds disbursed at the
end of the year were not recognized as expenditure for the year because the projects had not accounted for the use of these funds. They were recognized as

receivables. Totqf project expenditure lor the year amounted to KShs. 2,305.631,646 which was linanced directly by lhe development partncrs.
b) The underspend is as a result of approvals that were required by the Ministry and the World bank lbr ESIA and NEMA construction permits that took longer than

was anticipated. The maller has since been resolved.
c) The variance between budget and actual project expenses is as a result of less funds realised in the year for project implementation also captured in a) above.
d) The deficit for the period is attributable to the excess of the expcnditure over the income of the recurrent funding from Govemment of Kenya. The part of the

expenditure reported is attributable under budgeted administration costs.
e) There were changes betwcen the initial and final budget as a result ofthe supplementary budget process.

.18

Original budget Adjustments
2025 202s
KShs KShs

REVENUE FROM NON-EXCHANGE
TRANSACTIONS

_$!:qL!g.u- 86,6e4,t0r



Water Sector Trust Fund
Financial statements
For the year ended 30 June 2025

19. NOTES TO THE FINANCIAL STATE}IENTS

I. GENERAL INFORI\TATION

The Water Sector Trust Fund (WSTF) is a body corporate established under lhe Water Act, 2016, Section I l3 ( I )
and the objecl of the Fund as provided by Section I l4 ofthe Act is to provide conditional and unconditional grants
to counties, in addition lo equalisation ftnd and to assisl in financing lhe developmenl and managemenl of vater
senices in marginalised areas or an)' areo w'hich b considered b1, the Board of Tn.6lees to be underserved
including;-

a) community level initiatives for the sustainable management of waler resources;
b) development of water services in rural areas considered not to be commercially viable lbr provision of water

services by licensees;
c) development ofwater services in the under-served poor urban areas; and
d) research activities in the area of water resources manage-rnert and water services, sewerage and sanitation.

As one of the instirutions under the Ministry of Water and Sanitation, WSTF is guided by the Tnrst Deed of 26 April
2004 executed by the Cabinet Secretary. The Trust Deed is currently under review to align it with the Water Act
20t6.

The WSTF is a basket firnd through which the government, lhrough appropriations by Parliament, development
partners and other funds, charmels financial assistance towards the implementation of water, sanitation and water
resources projects throughout the country with special emphasis on the p<xrr and marginalized communities.

2. STATE]\TENT OF CO]\IPLIANCE AND BASIS OF PREPARATION

Strtement of complirDce

The linancial statements have been prepared on a historical cost basis except for the measurement at re-valued
amounts of certain items of property, plant and equipment, marketable securities and finarcial instruments at fair
value, impaired assets at their eslimated recoverable arnounts and actuarially determined liabilities at their present
value. The preparation of financial statements in conformity with Intemational Public Sector Accounting Standards
(IPSAS) allows the use of estimates and assumptions. It also requires management to exercise judgement in the
process of applying WaterFund s accounting policies. The areas involving a hipfrer degree of judgement or
complexity, or where assumptions and estimales are significant to lhe financial statements, are disclosed in Note 5

of tlese financial statements.

The linancial statements have b€en prepared and presented in Kenya Shillings, which is the fructional and reporting
currency of WaterFund.

The financial statements have been prepared in accordance with the PFM Act the Stale Corporations Act, Water Act
2016, and International Public Sector Accounting Standards (IPSAS). The accounting policies adopted have been
consistently applied to all the years presented.

.1. ADOPTION OF NEW AND REVISED STANDARDS

New and amended standards and interpretations in issue effective in the year ended 30 June 2025

There were no new and amended standards in issue that were effeclive in the linancial year.

.19
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19. NOTES TO THE FINANCIAL STATEN{ENTS (Continuetl)

The standard sets out the principles for the recognitiorl measurement, presentalion, and disclosure ofleases. The
objective is to ensure that lessees and lessors provide relevant inlbrmation in a manner that faithfully represents
those transactions. This information gives a basis for users offinancial statements to assess the elTect thal leases
have on the financial position, financial performance and cashllows ofan Entity.

The new standard requires entities to recognise, measure and present information on right ofuse assets and lease
liabilities.

The standard will materially impact Water Fund in the next financial reporting period.

IPSAS 44: Non- Cunent Assets Held for Sale and Dbcontinued Operations; Applicable lor peiods beginning
or after I st January 2025

The Standard requires assets that meet the criteria to be classified as held for sale to be measured at the lower of
carrying amount and fair value less costs to sell and the depreciation ofsuch assets to cease and assets that meet
the criteria to be classified as held lbr sale to be presented separately in the statement of financial position and
the results ofdiscontinued operalions to be presented separately in lhe statement ol linancial perlbrmance.

The standard will not materially impact Water Fund in the next linancial reporting period

IPSAS 45: Proper\ Plant and Equipment; Applicable for periods beginning or ofter lst Januan,2025

The standard supersedes IPSAS l7 on Property, Plant and Equipment. IPSAS 45 has additional guidancer' new
guidance for heritage ass€ts, infrastnrcture assets and measurement. Heritage assets were previously excluded
from the scope ofIPSAS l7 in IPSAS 45, heritage assets that sadsry lhe definition ofPPE shall be recognised
as assels if they meet the criteria in the standard. IPSAS 45 has an additional application guidance for
infrastructure assets, implementation guidance and illustrative examples. The standard has clarified existing
principles e.g. valuation of land over or under the infrastructure assets, under- mainlenance of assets and
distinguishing signifi cant parts of infrastructure assets.

The standard will matenally impact Water Fund in the next linancial reporting penod

IPSAS 46: Measurement: ,4pplicable for periods beginning or afer lst Januan' 2025

The objective ofthis standard was to improve measurement guidance across IPSAS by:

i. Providing firther detailed guidance on the implementation ofcommonly used measurement bases and
the circumstances under which they should be used.

ii. Clari$ing transaction costs guidance to enhance consistency across IPSAS.

iii. Amending where appropriate guidarrce across IPSAS related lo measurement at recognition, subsequent
measurement and measurement related disclosures.

The standard also introduces a public sector specitic measurement bases called the current operalional value

The standard will matenally impact Water Fund in the next financial reporting period

50

3. ADOPIION OF NEW AND REVISED STANDARDS (continued)

i New and amended standards end interpretetions in issue but not yet efiective in the year ended 30 June
2025 (Continued)

IPSAS 43: Leases: Applicable for periods beginning or afrer l" January 2025
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19. NOTES TO THE FINANCIAL STATEI\'IENTS (Continucd)

J. ADOPIION OF NEW AND REVISED STANDARDS (continucd)

ii New cnd emended stgndrrds rnd interpretotions in issue but not yet effective in the year ended 30 June
2025 (Continued)

IPSAS 43: R*enue; Applicable lor periods beginning on or afier l"t Januarv 2026 (Continued)

This standard supersedes IPSAS 9 - Revenue tiom exchange transactions, IPSAS I I - Construction contracts
and IPSAS 23 - Revenue from non-exchange transactions. This standard brings all the guidance of accounting
for revenue under one standard. The objective of the standard is to establish the principles that an entity shall
apply to report useful information to users of financial statemerts about the nature, amount, timing and
uncertainty ofrevenue and cash flow arising from revenue transactions.

The standard will materially impact Water Fund when it becomes effective

IPSAS 48: TransJer Expenses; Applicable for peiods beginning on or after l" January 2026

The objective of the standard is to establish the principles that a transfer provider shall apply to report useful
information to users of financial statements about the nature, amount, timing and uncertainty ofexpenses and
cash flow arising fiom transfer expense transactions. This is a new standard for public sector entities geared to
provide guidance to enlilies that provide Eansfers on accounting for such transfers.

The standard will have no material impact on Water Fund when it bc'comes elTective

IPSAS 49: Retirement Benefit Plans; Applicable for periods beginning on or after I't Januan,2026

The objective is to prescribe lhe accounting and reporting requirements for the public sector relirement benefit
plans which provide rettement to public sector employees and other eligible panicipants. The standard sets the
financial statements that should be presented by a retirement benelit plan.

The standard will have no malerial impact on Water Fund when it becomes ell'ective

IPSAS 50: Explorarion For & Evaluation of Mineral Resources: Applicable for perids beginning on or after
l"t Januan, 2027

The objective of this Standard is to speci$ the furancial reporting for the exploration for and evaluation of
mineral resources. The Standard requires:

Limited improvements lo existing accounting practices for exploration and evaluation expenditures.

Entities that recognize exploration and evaluation assets to assess such assets for impairment rn
accordance with this Standard and measure any impairment in accor&nce with IPSAS 26.

Disclosures that identiry and explain the amounts in the entity's l-rnancial statements arising from the
exploration for and evaluation of mineral resources and help users of those financial statements
unde$land the amount. timing and certainty of furure cash flows from any exploration and evaluation
assets recognized.

Eerlv edoption of standards

WalerFund drd not early - adopt any new or amcnded standards in year 202412O25

ll

lll

t

5l

The standard wrll have no malerial impact on Water Fund when it becomes effective.
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r9. NOTES TO THE FINANCIAL STATEMENTS (Continued)

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Foreign currency translation

(i) Functional and presentation currency

These financial statements are presented in Kenya Shillings (KShs) which is also the functional crrrency

(ii) Transactions and balances

Assets and liabilities denominated in foreign currencies are tftrnslatd into Kenya shillings at the rates of
exchange ruling at the end ofreporting period. Transactions during the year are translated at the rates ruling
on the transaction dates. Gains or losses on translation are dealt with in the surplus or deficit.

Revenue recognition

Revenue is re<ognized to the extent that it is probable that the economic benefis will flow to the firnd and the revenue
can be reliably measured. The following specific recognition criteria must be met before revenue is recognized.

(i) Govemmort grants are recognized as income when there is reasonable asswance that the grants will be received,
and the entity is in compliance with the conditions anached to the gmnts.

(ii) Grants from donors are recognized as income when there is reasonable assurance that the granls will be received.
The grants are recognized as income on a systematic and rational basis over the period necessary to match them
with the related coss.

(iii) Grants related to depreciable assets are recognized as income over the periods and in the proportions in which
depreciation on those assets is charged.

(iv) Other income comprises of funds other than the grants from the development partners and lhe Govemment of
Kenya. Other income is recognized when there is reasonable assurance that it will be received.

(v) Funds received for specific purposes (conditional grants) are treated as unexpended prants and credited to the
surplus or delicit when the activities for which they were provided for have been undertaken. Specific grant
pledges that have nol been received but for which expenditure has been incurred, as well as lhe excess of
expenditure over receipts for specific grants are recognized as revenue and included in the financial statements
as grants receivable from donors.

Erpenditure

Expendirure comprises expenses incurred directly for programme and adminislralive activities. These are recognized
on the accnral basis.

lnvr:ntorics

Inventory is measured at cost upon initral recognition. To the exlert that inventory was received through non-
exchange transaclions (for no cost or for a nominal cost), the cost of the inventory is its fair value at the date of
acquisition. Costs incurred in bringing each product to its present location and conditions are accounted for, as
follows:

i. Raw materials: purchase cost using the weighted average cost melhod.
ii. Finished goods and work in progress: cost ofdirect materials and labour and a proportion of manufacturing

overheads based on the normal operating capacity but excluding borrowing costs.

After initial recognition, inventory is measured at the lower ofcost and net realizable value. However, to the extent
that a class of inventory is disributed or deployed al no charge or for a nominal charge, that class of inventory is
measured at the lower ofcost and currenl replacement cost. Net realizable value is the estimated selling price in the
ordinary course of operations, less the estimated costs of completion and the estimated costs necessary to make the
sale, exchange, or distribution. Inventories are recognized as an expense when deployed for utilization or
consumption in the ordinary course ofoperations of the Entity.
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19. NOTES TO THE FINANCIAL STATEMENTS (Continued)

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Inventories

Property and equipment donated to the fund or purchased using specilied donor l'unds are recognized as deferred
income from capilal grants. Donated assets are recorded at a reasonable estimate oftheir fair value to the fund at the
date of receipt as determined by the trustees.

Depreciation

Depreciation is calculated on a straighrline basis to write down the cosl of each asset to its residual value over its
estimated useful life at the following rales:

o/o per Annum
20
25
30
25
20

Gains and losses on disposal of items of equipment are delermined by comparing the proceeds to their carrying
amounts and are included in the statement of financial perfonnance.

All costs anributable to the purchase ofcomputer software are initially accounted for at cost as intangible assets and
subsequently at cost less any accumulaled amonization and accumulated impairment losses. Amortization is
calculated on a straight-line basis over the estimated useful lives not exceeding a period of 5 years. It is charged to
the surplus or deficit under the expenditwe line, amortization of intangible asses.

Imprirment of tsngible 8nd intangible assets

At end of each reporting period, WaterFund reviews the carrying amounts of its hnancial assets, tangible and
intangible assets, to determine whether there is any indication that those assets have suffered an impairment loss.
Any impairment losses are recognized as an expense immediately. Where an impairment loss subsequently reverses,
the carrying amount ofthe asset is increased to the revised estimate of its recoverable amount.

Deferred incomc

Grants received for the purchase of fixed assets or donated assets are recognized as deferred income and transl'erred
to the surplus or deficit over the expecled useful lives ofthe respective assets. To the extent that there is a related
condition attached that would give rise to a liability to repoy the Bmount, deferred income is recognized instead of
revenue in relation to any other income received out ofthe ordinary course ofbusiness.
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Fumirure
Molor vehicles
Computer equipment
Equipment
Fittings and fixtures

Inventory is measured at cost upon initial recognition. To the extent that inventory was received through non-
exchange transactions (for no cost or for a nominal cost), the cost of the inventory is its fair value at the date of
acquisition. Costs incurred in bringing each product to its present location and conditions are accounled for, as

follows:
After initial recognition, inventory is measured al the lower ofcost and net realizable value. However, to the extent
that a class of inventory is distributed or deployed at no charge or for a nominal charge, that class of inventory is
measured at the lower ofcost and current replacemenl cost. Net realizable value is the estimated selling price in the
ordinary course of operations, less lhe estimated cosls of completion and the estimated costs necessary to make the
sale, exchange, or distribution. Invenlories are recognized as an expense when deployed for utilization or
consumption in the ordinary course ofoperations of the Entity

Prop€rty and equipment

Property and equipmenl are staled at cost less accumulated depreciation and any accumulated impairment losses.

Intangible assets
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19. NOTES TO THE FINANCIAL STATEMENTS (Continued)

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Budget information

The original budgel lbr Fy 2024-2025 was approved by the National Assembly on 30 June 2024. Subsequent
revisions or additional appropriations were made to the approved budget in accordance with specilic approvals from
the appropriate authorities. The reduction in appropriations is deducted from the original budget by the Entity upon
receiving lhe respective approvals to conclude the final budget. Accordingly, the Entity recorded reduction in
appropriations by KShs 1,385 million on the 2024-2025 budget following the goveming body's approval.

The Entity's budget is prepared on a different basis to the actual income and expenditure disclosed in the financial
stalements. The financial statements are prepared on accrual basis using a classification based on the nature of
expenses in the statement of futancial performance, whereas the budget is prepared on a cash basis. The amounts in
the financial stotemenls were recast from the accnral basis to the cash basis and reclassified by presentation to be on
the same basis as the approved budget. A comparison ofbudget and actual amounts, prepared on a comparable basis
to the approved budget, is thel presented in the statement ofcomparison ofbudget and acrual amounts.

In addition to the Basis difference, adjustments lo amounls in the financial statements are also made for differences
in the fonnats aud classification schcrncs adopted for the presentation of the furancial staleurents aud the approved
budget.

A statemenl lo reconcile the actual amounts on a comparable basis included in the statement ofcomparison ofbudget
and acnral amounts and the actuals as per the statemenl of financial perfonnance has been presented under section
I 8 of these financial statemenls.

Taration

Water Sector Trusl Fund is exempt from incorne tax under lhe Firsl Schedule, paragraph l0 ofthe Income Tax Act
As a result, no provision for taxation has been made in these financial statements.

Cash and cash equivalents comprise cash on hand and cash at bank, shorllerm deposits on call and highly liquid
investmenls with an original maturity of three monlhs or less. which are readily convertible to known amounts of
cash and are subject to insignilicant risk of changes in value. Bank account balances include amounts held at the
Central Bank ofKenya and at various commercial banks at the end of the financial year.

Provisions

Provisions are recognized when WaterFund has a present obligation (legal or constructive) as a result ofa past event,
it is probable that an outflow of resources embodying economic benelits or service potential will be required to settle
the obligation and a reliable estimate can be made of the amount of the obligation.

Where WaterFund expects some or all ofa provision to be reimbursed, for example, under an insurance contract, the
reimbursement is recogtized as a separate assel only when lhe reimbursement is vimrally certain. The expense
relating to any provision is presented in the statemenl of frnancial performance net ofany reimbursement.

Contingent liabilities

WaterFund does not recognize a contingent liability but discloses details of any contingencies in the notes to the
financial statemenls, unless the possibility of an outflow of resources embodying economic benefits or service
potential is remote-

5.1

Cash and cash equivalents
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19. NOTES TO THE FINANCIAL STATEMENTS (Continued)

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Contingent assets

WaterFund does nol recognize a contingent asset but discloses details of a possible assel whose existence is
contingent on the occurrence or non-occurrence ofone or more uncertain future events not wholly wilhin the control
of WaterFund in the notes to the financial statements. Contingent assets are assessed conlinually to ensure that
developments are appropriately reflecled in the Iinancial statements.

If it has become virtually certain that an inflow of economic benefiB or service polential will arise and lhe asset's
value can be measured reliably, the asset and the relared revenue are recognized in the financial statements of the
period in which the change occurs.

Employee benefits

The Entity provides retirement benelits for its employees and directors. Delined contribution plans are post-
employmenl benefit plans under which an Entity pays fixed contributions into a separale Entity (a fund) and will
have no legal or constructive obligation to pay funher contributions ifthe fund does not hold suflicient assets to pay
all employee benefis relating to employee service in lhe current and prior periods. The contributions to fund
obligations for the payment of relirement benefits are charged against income in the year in whrch they become
payable.

Short-term employee benelits

Short-term employee benelit obligations are measured on an undiscounted basis and are expensed as the related
service is provided.

Other post-employment benefi ts

Employees on three-year employment contracts are entitled lo sewice gratuity at 3lolo of their annual salary.
Service graruity and outstanding leave days are recognized when they accrue to employees. A provision is made
for the estimated liability for services rendered by employees up to end ofthe reporting period. The estimaled
monetary liability for employees' accrued leave and service gratuity entitlements al the end of reporting period
is recognized as an expense accrual. Service gratuity is paid at the end ofthe employment contract.

lt

Provisions are also made in respecl ofoutstanding leave days accruing to stafl'at the end ofthe year

Rtlated partics

The Entity regards a related party as a person or an entity with the ability to exert control individually or jointly, or
to exercise significant influerce over the entity, or vice versa. Members ofkey management are regarded as related
parties and conprise ofthe General Managers and the CEO.

Fina ncial instrumcnts

a) Classification of Iinancial ussets

The entity classifies its financial assets as suhsequenlly measured at amortised cost, fair value through nel assets/
equity or fair value through surplus and deficit based on both the enlity's management model for financial assets
and the contractual cash flow characteristics ofthe financial asset. A frnancial asset is measrued at amorlized
cost when the financial assel is held u,ilhin a management model whose objective is to hold linancial assets in
order to collecl contractual cash llows, and the conractual terms of the l-rnancial asset give rise on specilied
dates lo cash flows that are solely payments of principal and interest on lhe principal outstanding. A frnancial
assel is measured at fair value lhrough net assety equity if it is held within the management model whose
objective is achieved by both collecting contractual cashflows and selling linancial assets and the contractual
terms ofthe financial asset give rise on specified dates to cash flows thal are solely payments of principal and
interest on the principal amount oubtanding. A hnancial asset shall be measured at fair value througtr surplus or
deficit unless it is measured Bt amortized cost or fair value through net assetv equity unless sn entity has made
irrevocable election at inilial recognilion for particular investments in equity instruments.
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19. NOTES TO THE FINANCIAL STATEMENTS (Continued)

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial instruments (continued)

Subsequent metsurement

Based on the business model and the cash flow characteristics, the entity classifies is linancial assets into amortized
cost or fair value categories for llnancial instruments. Movements in fair value are presented in either surplus or
delicit or tkough nel assets/ equity subject to certain cnleria being met.

Amortized cost

Financial assets that are held for collection of contractual cash flows where those cash flows represent solely
payments ofpnncipal and interest, and that are not designated at fair value through surplus or deficit, are measured

at amortized cost. A gain or loss on an instrument that is subsequently measured at amortized cost and is not part

ofa hedging relationship is recognized in prolit or loss when the asset is de-recognized or impaired. Interest income
from these financial assets is included in finance income using the effective interesl rate method.

Frir value through net assets

Financial assets that are held for collection ofcontractual cash flows and for selling the financial assets, where the
assets' cash flows represent solely payments ofprincipal and interest, are measured at fair value tkough net assets/

equity. Movemens in the carryurg amount are taken through net ass€ts, except for the recognition of impairment
gains or losses, interest revenue and foreign exchange gains and losses which are recognized in surpluVdeficit.
Interest income from these financial assels is included in finance income using the effbctive inlerest rate method.

Tradc and other receilahlcs

Trade and other receivables are recognized at l'air values less allowances for any uncollectible arnounts. Trade and

other receivables are assessed for irryairment on a continuing basis. An estimate is made of doubtful receivables
based on a review ofall outslanding amounts at the year end.

Fair value through surplus or deficit

Financial assets that do not meel the criteria tbr amortized cost or f'air value through net assets/ equity are measured
at fair value tkough surplus or deficit. A business model where the entity manages financial assets with the
objcctive of realizing cosh llows through solely the sale ofthe assets would result in a l'air value through surplus
or deficit model.

Impairment

The entity recognises an allowance for expected credit losses (ECLs) for all debt instruments not held at fair value
through profit or loss. ECLs are based on the difference between the contsactual cash flows due in accordance with
the contract and all the cash flows that the entity expects lo receive, discounted at an approximation ofthe original
effbctive interesl rate. The expected cash flows will include cash flows from the sale of collateral held or other
credit enhancements that are integral to the contactual terms.

For all the entity's fnancial assets, the entity applies a simplilied approach in calculating ECLs. Therefore, the

entity does not track changes in credit risk but instead recognises a loss allowance based on lifetime ECLS at each

reporting date.

The entity considers a financral asset in defaull when contractual payments are 365 days past due. However, in
certain cases, the entity may also consider a financial asset to be in default when intemal or external information
indicates that the entity is unlikely to receive the outstanding contractual amounts in full before considering any
credit enhancements held by the entity.

A financial assel is written offwhen there is no reasonable expectation of recovering the contractual cash flows
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19. NOTES TO THE FINANCIAL STATEMENTS (Continued)

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial instrum€nts (Continued)

a) Financialliabilities

Classification

'I-he entity classifies its liabilities as subsequently measured at amortized cost except for financial liabilities
measured though profit or loss.

Comparative figures

Where necessary comparative ligures for the previous financial year have been amended or reconfigured to conlbrm
lo the required changes in prescntation.

Subsequent events

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

5 SIGNIFICANT JI.JDGEMENTS AND SOURCES OF ESTIMATION UNCERTAINTY

The preparation of the Entity's financial statements in conformity with IPSAS requires management to make
judgurents, estirnalcs ard assurnptions that affect the reported arnounts of revenues, expenses, asscts 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 malerial adjustrnenl lo the carrying amount ofthe
asset or liability affected in future periods.

Estimstes and essumptions.

The key assumptions concerning the future and other key sources of estimation uncertainty at the reporting date, that
have a significant risk ofcausing a material adjustment to the carrying amounts of assets and liabilities within the
next financial year, are described below. The Entity based its assumptions and estimates on parameters available
when the consolidated financial statements were prepared. However, existing circumstances and assumplions aboul
futwe developments may change due to market changes or circumstances arising beyond the control of the Entity.
Such changes are reflected in the assumplions when they occur.

Useful lives and residual yalue

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

a) The condition of the asset based on the assessmenl of experts employed by the Entity.
b) The nature of the asset, its susceptibility and adaptabiliry to changes in technology and processes
c) The nature of the processes in which the asset is deployed.
d) Availability of limding to replace the ass€t.

e) Changes in the market in relation to the asset.

Proisions

Provisions were raised and management detemined an estimate based on the inlbrmation available. Additional
disclosure ofthese estimates ofprovisions is included in Note 14.
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19. NOTES TO THE FINANCIAL STATEMENTS (Continucd)

6 GOVER}IMENT OF KENYA GRANTS

The Fund as currently set up, receives grants from the Government ofKenya for two purposes

(i) Financing to various water and sanitation projects.
(ii) Operational(recurrent)needs.

During the year, the split for the two functions was as follows:

202S
KShs

2025
KShs

2021
KShs

Development

Recurrent
98.297.998 95,150,000

195,543,950157 599 996

7 RESTRICTED DONOR FUNDS

WaterFund received restricted donations from several development partners. The grants are recognized as income
on a systematic and rational basis over the period necessary to match them with the related project costs. Details of
the donor frrnds are tabulated below:

European Union
Government of Germony KIW/BMGF
Govemmenl of Germany - KfW Phase IV
Govemment of Denmark - WLP and GGEP
Govemment of Denmark - Covid 19

International Fund for Agriculrural Development - IFAD
World Bank - WSDP
World Bank - HOA
Govemment of Denmark - SWASAP
SwedenlFinland - J6P

Subtotal (Note 19)

United Nations Intemational Children Ernergency Fund
(UNICEF) - Wnteback of unexpended grants (Note l9)
Total (Note 19)

II }TISCELLANEOUSINCO]\IE

546,175,013
67,736,547

236,034,793
38,3zlo

338.848

589,882,2'tl
443,t32,987
422,292,606

241

2fiz1
KShs

58t,669,2t'l
32,854, t 0l

307.303,501
2t4.Ut
ll2.3ll

2,498
298,656,831
158,912,310
257.979,296

684
2,305,63r,646

14,682,006
2,320,313,652

1,637,704.790

t,637,70r1,790

14,826,530
662.502
155,909

( l 7,404)

15.100.856
662,502
t 9l,-135
782 96-3

15,627,537 16,737,656

'Managemenl fee represents the administration cost recovered as a percentage of funds disbursed to projects as per
the respective donor agreements currently at 5% of funds disbursed for Danida. Management fee eamed from the
development partners is as tabulated below:

" Other income relates to fees charged to insurance policy providers for administration of insurance policies held
by the staff in which WaterFund deducts and remils the premium to the insurance companies.

5n

255,897,994 290,693,950

Management fee eamed on disbursemenl 10 some projects'
Deferred income recognized (note 20)
Olher income '*
Net (loss)/gain on disposals ofassets
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19. NOTES TO THE FINANCIAL STATEMENTS (Continued)

9 FINANCE INCOME AND EXTERNAL INVESTMENTS

Finance income
rBank interest
*'Kenya Water and Sanitation Conference

Salaries and wages
Stall pension and gratuily
Staff training expenses
NSSF contribution
Other staff expenses

Total

I I. AD\I I \ ISTR-{'IIO\ E\PE\SES

(a) Remuneration of Trustees
Chairman's Honoraria
Trustee emoluments
Olher allowances

Total

(b) Repairs and maintenance
Fumiture and fittings

Total

(c) Deprecirtion and amortization expense
Property, plant and equipment
Intangible assets

Totrl

2025
KShs

2024
KShs

I,840,929
46,429,628
48,270,557

*This relates to interest earned on the GoK interesl bearing currenl account balances.
r*This relates to sponsorship income towards the 2024 Kenya Walers and Sanitation conference

IO STAFF COSTS

2025
KShs

220.998.095
42,978,312

3,343,580
2,795,472
2,766,810

2021
KShs

224,67 3 ,t07
42,097.462

7,337,519
1,331,120
3,865, 156

279)04)64272,882,269

960.000
18.003.390
2,729,Xtz

21,293.292

966.112
22,906,519

5,597,616

29,.170,507

102,839

t 02,839

I t{8 4(X)

I88.{00

2t,t63,4t4
2,466,398

14,464,100
2,466,396

59

l. l 25.670
900,000

2,025,670

23,629,812 t 6,930,496
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19. NOTES TO THE FINANCIAL STATEMENTS (Continued)

ll. ADMINISTRATION EXPENSES (Continued)

(d) Generel erpenses
Comrnunications expenses

Printing and stationery
Resource centre expenses
Travel ing and accommodation
Motor vehicle expenses
Computer expenses
Consultancy and proGssional fees
Audit fees
Resource Mobilization expenses

Planning
Advocacy
Office nuuring expenses
Insurance
Oflice renl & land rates

Bank charges
Other Expenses
Movemenl in provision for bad and doubtful debts (note 16)

Totrl

Rural Programme
Water and Sanitation
Water Resources

Total - Rural Programme (Note 19 (b))

Urban Programmc

Water and Sanilation - Direct funding from GOK
Total - Urban Progromme
Totsl project €rpenses'

These are funds utilized in various waler and sanitation ard waler resources projects in various counties. The funds
are disbursed to Water Utilities (WUs), Community Based Organisations (CBOs), Community Forest Associations
(CFAs), Waler Service Providers (WSPS), Water Resources Authority (WRAs) ald Water Resources Users
Associations (WRUAs) in line with proposals received and approved in accordance with documented processes of
funding the rural and urban investments projects.

2025
KShs

34,218
105,075

3,235,595
t,221,702

153.710
593,439

8,269,I 88

(40)
2,040,805

26,557.866
t7 ,673,490

495.639
943

(3,362,534)

57,019,096

2025
KShs

I,-300,587,489
111,051,698

2021
KShs

I, I 55,2.t6
146,653

9,548,483
2,196,780

r 65.648
330,3 70

7,7 18, t 59
2,$2,m7
2,749,840

48.322.247
1,992,851

26,367,454

715.827

5,l 55,830
108,99829s

2021
KShs

904.248.731
94.522.04t

I,41t,539,187

244,234,563
59,87 5,625

998,770,772

283.599,988
56,557,6 t4

I I 2,312
589.882.2 7 t 298 (r56 8.31

893.992,{59 638,926,745

7,273
ti93,992,r159 638,9J{,01n

2,305,631,6,16 1.637 ,701,790

6()

Water and Sanitation
Up-scaling Basic Sanitation for the Urban Poor (UBSUP)- Bill
& Mclinda Gatcs Foun&tion (BMGF)
Waler and Livelihood
Conditional Liquidity Support Grant (World Bank)
Note l9(a)

I2. PROJECT EXPENSES

rProject expendinrre is Iirnded by development partrrers and the Govemment ofKenya funds.



Water Sector Trust Fund
Financial statements
For the year ended 30 June 2025

19. NOTES TO THE FINANCIAL STATEIIENTS (Continued)

13. CASH AND CASH EQUIVALENTS

NCBA KFW PHASE II KES
NCBA KFW PHASE II EURO
NCBA BMGF KES
NCBA BMGF USD
NCBA K-FW PHASE IV
National Bank of Kenya
Kenya Commercial Bank - Recurrent
National Bank
Kenya Commercial Bank - StalT
NCBA Bank - EU SHARE
NCBA Bank - GGEP
National Bank of Kenya - SWASAP
Kenya Commercial Bank - J6P
NCBA. EU CPIRA
Co-operative Bank - WLP
Equity - WSDP
Equity - Covid 19

Kenya Commercial Bank - HOA
Cash in hand
Cash in transit

Project receivables - Urban Investments
- Rural lnvestments
- GoK prioriry projects

Provision for bad debts

2025
KShs

15.937.I l4

65,783,213
18,892. 162

52.907,788
3,6t 2,913
8.080,221

294
60.024.864

330.306.365

I13.857

2.033.1 88,92 1

77.715.2t6
28.462

107.839 066

23.4 t 5,040
r 1,494.E02
8 r.989,173
18,772,529

97.777
4,750,479
3,182,597

34,179
37,378,585

I.601.808
30.432.0t0

206.084928
133.979

341.520.3 l 6
18.439.458

2,384.r r r,059
20.368.892

226,343,808
45.532

56.360.616

2021
KShs

'Cash in hand includes amounts received from staff after surrender of imprest totalling to KShs 22,323
and petty cash balance ofKShs 6,139. The balance as at 30 June 2025 represents the amounts that had not
yet been deposited in the bank.

it Cash in transit represents funds released by the donors before the end of the year, but at year end were
still held in the project desigrated bank accounts at the Central Bank ofKenya (CBK). These funds had
not reflected in Water Fund's bank accounl as at 30 June 2025.

14. (a) R-ECEIVABLES FROI\I NON-EXCHANGE TRANSACTIONS

2025
KShs

870.050.575
255,147,279

4.612.4t2
( 173.871,874)

2021
KShs

940.383,0-15
543.r 04.940

4.6t2.4t2
(t77 234.408)

9ss,938J92 t.310.865,979

Urban project receivables relate to unaccounled lbr dishursements by the Water Service Providers
carrying out the implementation of the flrban investments,

Rural projcct rcccivablcs rclatc to unaccountcd for funds by various partncrs undcr thc Rural
investments. The project disbursemeats are expected to be accounled for within one year.
Prepayments relate to payment of insurance and rent paid in the period for which the value is
derived across two financial periods.Rural project receivables relate lo unaccounted for fimds by
various partners under the Rural investments. The project disbulsements are expectd to be
accounted for within one year.

6t

2,774,430,456 3,466.557,567
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19. NOTES TO THE FINANCIAL STATEMENTS (Continued)

14. (a) RECEIVABLf,S FROM NON-EXCHANGE TRANSACTIoNS

Movements on the provision for impairment of receivables are as lbllows:

Al start of year
Provision in the year
Amounts recovered/ accounted for

t77.214.408
37.990.686

(41 ,353,220)

2024

KShs

t72,078,579
18,804,(X3

( 13,648,214)

At end of year 173.{t 71,871

Provisions for impairment ofreceivables are made for the outstanding absolute balances above 365
days.

I4. (b) RECEIVABLES FROIIT EXCHANGE TRANSACTIONS

2025
KShs

Prepayments and deposits
Staff receivables

t7.4M.977
3 432.697

21t,837,674

Prepayments relate to paymert of insurance and rent paid in the period for which the value is

derived across two financial periods.

Staffreceivables represent funds given to staffas imprest but nol accounted for and staffsalary
advances.

I5. INVENTOR]ES

2025
KShs

177,234,40[t

2024
KShs

t6,752,027
807.014

I 7.559.0{ I

2024
KShs

Oflice stationery and consumables 4l(r,153 432,055

WalerFund purchased various stationery items. As al the end of the reporting period, the balance of
stock at hand is recognised as inventories.

2025

KShs
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19. NOTES TO THE FINANCIAL STATEMENTS (Continued)

I6. PROPERTY AND EQUIPMENT

Furniture
KShs

COST
At I July 2023
Additions
Disposal

8.594,459

At 30 Junc 202{

Motor Vehicle
KShs

79,691.882

3,450.313)

Compuler
Equipment

KShs

7,862,417
2.531,320

23 m0

Fixtures and
Fittings

KShs

23.309.882

Total
KShs

144,965,963
I I,325,420

(7,342.629)

25,507,323
8.794.100

(3,869,316)

30..132.107 2-1,.r09.8E2

At I luly 2O24
Additions
Disposal

Al .lll .lunc 2l)2 5

t)t,lPllt.t('tAt.t()N

At I July 2023
Charge for the year

Disposal

E,594,459
3.026.147
601 6lt0

I1,019,126

7,596,-136
<dr roq

76,241,fig
34.I 78.000

30,432,107
| ,641.000

10J70,737
8,I 50,61 2
(240,000)

23JB.EE2
't,949.670

(s,494.516)

I10.{19.569 26,57{1,591 I tt,28l,3.re -3 I,259!552 197,55E,1E7

56,559,193
8,778,270

(3.450,3 l3)

22,2t4.505
3, 142, il 3

7,536,163
402.545

(23,000)

I8,497,546
1,598,875

112,403,743
14,464,t02

(7 ,28t.207 )(3, It07,tt94)

At 30 Junc 2024

At I July 2024
Charge for the year

Disposal

NET BOOK VALUE
At 30 June 2024

21,548,724 7,915,708 20.096..12 t l l9.5tt 6.638

2 t.5{E.72.1
3.969.303

5.37r,r40)

7,915,708
t.930.229
( l 17,290)

20,0%.421
3, t 88,tt01

I19,5E6,63E
2t,t63,414
(6.090.1l0)

7 -1.2 6J ..1.12 9,72E.617 134.659.9.12

6,.131 .70{At 30 Junc 2025 37.r55.r27

rr1

8.552.702

Office
Equipment

KShs

At 30 Junc 2025

8.594,.159 76,2.11,569 r 0,370,737 14E,94E,754

148,94E,754
54,945,629
(6,336,le6)

8,13E,635

-e.!-eEg-6 t,E87,150
t 1.371.292

8,r38,635
697.789

(601 .680)

8,234,744 20.1.16.887 23,285,222

455,E24 l4Js4,,4le 8,8E3.383 2,4ss.02e _l3Jlr19,!- 2e.362.116

2,78.1.-182 7,97.r,330 62.E9E.2.15
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19. NOTES TO THE FINANCIAL STATEMENTS (Continued)

I7. INTANGIBLEASSETS

SAP

KShs
COST

At I July 2023
Additions

3.149.392

U P('IS
KShs

Q.PULSE
KShs

588.3 t 2

SIP Software

KShs

\\'t P -
HRi\IIS

KShs
Total
KShs

37,663.869

Al 30 June 202.1 3.7.t9.392 12,729.739 588.-1t 2 E,261,126 r 2.332,000 37.663.869

Atl July 2024
Additions

3.749.392 588.3 l2 8,264,426 r2,332,000
3,452,9t7

37,663,869
3,452.9t7

At 30 June 2025 3.7.19,392 12,729.719 5tt8.-1t 2 8,261,126 I2,332,000 3.{52.9 t 7 .ll.t 16.786

AMORTIZATION
At I July 2023
Charge for the year

3,749,392 t2.729.739 588.3 l2 8.264.426 205.533
2,466,395

25,537,402
2,466,395

At -30 Junc 202.1 3,7.19,392 12,729,739 588-1r 2 E,261,426 2,671,928 28.003.797

At I Jluly 2O24
Charge for the year

3;149,392 12,729.739 8.264,426 2.671,929
2.466,396

588.3 r2 2[i,003.798

466 3961

At -10 J u ne 2025 -3.749.-192 12,729,739 588*112 8,2U,426 5,t3E,325 30..170. t 9.1

CARRYIN(; \'ALUE

At -10 J u ne 202{ 9.660.072 9.660.072

At 30 June 2025 7.193.675 3.452.917 10,6{6,592

t2,729,739

PMIS Software
KShs

8.264,426 12,332,000

12.729,739
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19. ;r*OTES TO THE FINANCIAL STATE:\IENTS (Continued)

III. DEFERRED INCOI\TE FRONI CAPITAL GRANTS

As at I July
Additions
Transfer to income - expelsed
Transfer to income - depreciation

As at 30 June

('urrcnl
Non - currcnl

At start of year

Provision lor the year

Paid during the year

As at 30 Junc

Current

Non-current

As at 30 June

Trade payables
Staff leave accrual
Withholding lax payable

2025
KShs

| ,243,7 7 3

(662.s02)

2024
KShs

|,906,27 5

(662,s02)
581 '71 t.243.173

5r,r t.27 I 1,213,773

581.271 662.502
581.271

As at 3(l June 58t.271

The portion transl'erred to income represents depreciation charge for 12 months al lhe year-end on the

donated assets during the year.

I9. STAFFGRATUITY

48.828.636

22.289,t92

( il,081,000)

3 1 .1 53,498

22, r 39,385

(4,464241L

60,036,82[t .18,[t28,636

2,921.483

,15 907 153

{8.828,636

This refers to the estimaled monetary liability lbr contracrual employees' accrued service gratuity entitlement
at the end olthe reporting period. Gratuity is accrued at the rdtc of3l7o ofannual basic salary. The current
portion is payable within one year.

20. TRADE A\D OTHER PA\"{BLES

19.869,027

40. 167.801

60,036,E2E

2025
KShs

l3 I .029.9E9
6.597.424
8,57E,7 t 7

2021
KShs

160.579.397
6.961.364
7,922.904

1,16,206,130

65

1.243,773

17s,463,665



19. NOTES TO THE FINANCIAL STATEMENTS (Continued)

2I. NOTES TO THE STATEMENT OF CASH FLOWS

Non-cash moYements
Depreciation
Amortization
(Increase)/ decrease in receivables from non-exchange
transactions
Decrease in inventories

Increase/ (decrease) in unexpended grants

(Decrease) in deferred income

Increase in staff gratuity
Increase(decrease) in tade and other payables

Gain/ (loss) on disposal ofassets

PY Adjustment

Opening accumulated surplus
Prior period adjustmenl
Deficit for the year

Closing accumulated (deficit)/surplus

23. UNEXPENDED GRA:,iTS

Unexpended grants - Urban investments

Unexpended grants - Rural investments

2025
KShs

Reconciliation of Net Cash Flows from Operating Activities to the deficit

Deficit liom ordinary activities ( 86,694,l0l )

15.902

(888.896.727)

(662.502\

I1.208,192
(29,257,535')

17,4M
(t4,966,U6)

2021
KShs

(79,l 89.899)

t 4.464,l0 t
2,466,396

(9U,421,587)

98,202

3,535,703,852
(662,s0z)

l 7,675,138

3.92t.628
(72t.542)

Net cashflows (used in)/ generated from operrting
activities

Cash and cush cquivalents

Cash and cash equivalents consists of cash on hand and balances with banks. Cash and cash equivalents
included in the cashflow statement comprise of the followinS stalement of financial position amounts

2025
KShs

2021
KShs

Cash on hand and balances with banks

22. ACCU]\IULATED SURPLUS

This is composed of the excess ofrevenue over expenditure relating to funds that have no conditions
anached to them. It forms the pool from which future expenses will be drawn. The movemerl is shown
below:

202S
KShs

( 137,l3l,444)
(14,966,646)
(86,694, r 0l )

2021
KShs

(57.941,545)

( 137,131,444)(23E,792,r91)

1.t50.269.449
706,866,025

3.430,161 ,749

I ,3 15,870.45 I

3,E57,135,474

The unexpended grants movement lbr each investmert is presented below

()()

4,716,032,200

' Water Sector Trust Fund
Financial statements
For the year ended 30 June 2025

2t,t63,4t4
2,466,398

35 I.648.954

(79.189.899)

(633,957,247) 2,529JJ3,787

2,774,430,456 3,466,557,567



19. NOTES TO THE FINANCIAL STATEMENTS (Continued)

23. UNEXPENDED GRANTS (Continued)

(a) Unexpended Grants - Urban investments

As at I July 2023
Funds received from development
partners

CoK Counterpart funding
lnterest income
Refund to donor
Refund from WSPs

Total proiect expenditure

Covernment of
Cermany-KfW/BM FG

KS hs
205.243.624

3.396,806

World Bank-WSDP
KShs

285,5 t 3,697
2,983,467 ,400

r94.700.729

KfW Phase IV
KShs

14.765.009
33 t.595.892

(360,6 r0)

(.107,303.50 t )

Government of
Denmrrk (DANIDA)

l(Shs
20,t31,t55

634.'792

(lr2,3ll)

Totol
KShs

555,653,485
3,3 t5,063,292

198,371,7 t 7

(638,926,144\(12,ri54, r0 r ) (29tt.6 56,81l)
As st 30 .rune 202.1 t 75.786.-129 .1. t65.02,1.995 68,696.790 20.653.6-16 3.430,r 6 r.750

As at I July 2024
Prior period adjuslments'
Funds received from development
partners
GoK Counterpan funding
lnterest income
Refund to donor
Refund from WSPs

Total proiecl expenditure

175,186,32e
I 7, t03,790

I,866,226

-'1. I 65.024.995

263,145,470

68.6%.790

3s2, r 28J93

I 71,067

( 236,014.791)

20,653,636
1.358

t48,t06
(20,464,252)

( 318,E48)

3,410.t6t,750
17.105.t48

352,t28,193

265,330,869
(20,4&2s2)

(891,992,459)(67,736,547) (589, 882.271 )

As at -10 .lune 2025 127,019.7911 2 t9{ 184.% 1..157 .1. | 50.269..1.t9

Donor incomc recognlzcd in lhe ]esr (note 7) - Total proiecl expenditurc lesr (;oK counterpart funding, intcrest incomc and foreign cxchange sain/(bss)

20 25 67,736,547 5lle 7t 236.034.793 .1-18.8.{i E93,992..159

Represcnted by:
Cash and cash equivalcnts r00,6 r2,488 2,031, t88.92 t 52,907,7E8 2,186,709,191

9.1 705 733 9.1 705 733

C)ihcr rcccivahles (, 901 051 3.916 029 lr) 0tt0821
l, 461.08-.1 32,463,083

Proiect Rcceivables 32,81 I ,969 793,100,505 44,t38,102 870,050,576

Payables ( 13,3 l] ,7 t0) (20,464,3 r5) (r0.706.195) (44,482,220)

Torsl t27,019,79E 2,838J88.194 1t4,961,457 - 3,150269,U9

2,138,502 relating to cost for the purchase ofcomputer cquipmcnt that was disputc.d. The crror has bc.cn correctcd in the current period balanccs for the SWASAP programme.

6'7
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19. NOTES TO THE FINANCIAL STATEMENTS (Continued)

23. UNEXPENDED GRANTS (Continued)

(b) UNEXPENDED GRANTS (Rural investments)

UN ICEF
Sweden/

Flnland - J6P
European Union-

EU (Rural)
Government of

Denmark

(;overnmenl
of Denmrrk -

SWASAP
IFAI)

World Bank -
HOA -I'otu 

I

As at I July 2023 t4,682,(x)6 1.575.9Ii7 246,622.185 53,726,361 114,807,330 23,2@,395 654,674,864

Funds received fmm
development partners

896,895,9 t5 300.000.000 4t7,'172,602 l,6 r 4,668,5 r7

CoK Countcrpart funding
R cfun ds

Intcrcst incomc 2,880 .1.0.r 6.1 t5 r,092,373 t4,l73,810 25,799,718 45,305, r r6
Total project expenditurc (684) (sn 1.66e,217) (2 14,04 r ) (2s7 ,e79,296) (2.4e8) ( r58,e r2,310) (ee8,778,046)

As al 30 .lunc 2024 t 4.682.fi)6 l.57E,l E-l 565.81i5.798 s4,60{,693 17r.20r361 23J57,897 28.t.660,0t0 l.-115.870..t51

As al I July 2024 t4,682,006 1,578,I 8l 565,885,798 54,60+,693 3't t,20t,8& 23,257,897 284,660,0 t0 t,3 t5,870,451
Prior period adjustment' (2,138,502) (2, r 3E,502)
Funds received fmm
dwelopmenl parlners 29.9t6. t88 500,000,000 319.5',77.240 E49.493.428

CoK Countcrpart funding
Refunds to development
partners

(48.e30,840) ( re2 r2,38 r) (68,143,22t)

951 697.219 14n.6t2 7,214,55t 30,043,707 38, t05.062
L.rNI('t'.F Writcback ( r4,682,006) ( r4,682,006)
Total project cxpendilurc
(exclusive of UNICEF)

(241\ (546, r75,01 3) (38.340) (422.292,606) (,143.132,987) (1.411,639,187)

As at 30 .lunc 2025 r,5?8.895 50..12.1,212 5,784,125 434,772,926 23257,897 r 9r.147.970 706,866.025

Donor income recognized ln the yesr (note 7) - Totsl projccl expendilure less (ioK counterpart funding, interest income and foreign exchange gsirv(loss)
202 5 21t 5.16. t 75.0 t3 38,340 422,292.606 443,t32,987 l,4t t,639.t87
Rt'presentcd hy:
Cash and cash {:quivalents I I 3,857 l]6, t80 130,306,365 291 77 ,7 t 5,216 408,27 t,912
Project Rcceivables 3 65,82.1 26,707 ,9t t n7,072,468 23,235,3 t 8 73,410,834 240,792,355
Othcr Reccivables | ,2 13,07 r 23,502,444 7,39 r .568 390.236 I 14,205 32,631,809
Asscls 57,267,t76 57 .267 .176
Payables ( l,743,623) ( 12,9%,r43) (I7,359,46r) (12,099 227)

50.-124.2 t 2Total t.578.ti95

6l{

5.7E4,125 134.772.926 2-1,257.E97 t 91. t 47.970 706.866.025

lntcrest incomc
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19. NOTES TO THE FINANCIAL STATEMENTS (Continued)

24. CAPITAL COMMITMENTS

Capital Assets

Authorised for
Authorised and contracted for

Totel

25. OPERATING LEASE ARRANGEMENTS

Within one year
In the second to fiflh years inclusive

Salaries and other short-term benefits
Graruity
NSSF and Housing Levy

Truste€'s emoluments
Other emoluments (included in key rnanagement
compensation above)

2025
KShs

87,800,000

2024
KShs

72,600,000

Minimum lease payments under operating leases
recognized through Statement of financial perlbrmance 29.606.170 27 ,083.792

At the end ofthe reporring period, WaterFund had outslanding comminnents under operaling leases, payable as

follows:

2025
KShs

2021
KShs

2021
KShs

29.606.17030,152,080
114 t07 5.1 701 o72

Operating lease payments represenl rentals payable by WaterFund for its office premises. The lease will expire
in November 2028.

26. RELATED PART}' TRA\SACTIO\S

i) Key management cofipensation

The remuneration of Tnrstees and other members ofkey management during the year were as follows

2025
KShs

6l ,386,516
6,3,16,643
I,3 t4,278

2024
KShs

58,055,385
4,464,241

220,320

69,047,137 62,739,952

8,640,000
12,653 ,292

10,266,372
19,204,135

ii) WSTF is a State Corporation. Funds received from the Government of Kenya are disclosed under note 6

(r9

87,800,000 72,60,0,0,00

202S
KShs

_ - _w
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19. NOTES TO THE FINANCIAL STATEMENTS (Continued)

2T.CONTINGENT LIABILITIES

As at 30 June 2025, the Trustees were not aware ofany contingent liabilities

2lt. Fl NAII-CIAL RISK 1\'lANACEtl ENT POLICI ES

Water Fund's financial risk managemenl objectives and policies are detailed below

(a) Significant accounting policics

Details ofthe significant accounting policies and methods adopted, including the criteria for recognition, the
basis of measurement and the basis on which income and expenses are recognized, in respect ofeach class of
financial assct and financial liability arc discloscd in notc 2 to thc financial statcmcnts.

(b) Financial risk management objectives

Water Fund's activities expose it to a variety of linancial risks including credit and liquidity risks and the
effecls ofchanges in foreign currency. The fund's overall risk managenrenl prograrnrne l'o,cuses on
unpredictability ofchanges in the business environment and seeks lo minimize the polential adverse effect of
such risks on its performance by setting acceptable levels ofrisk- In the current year the management met and
drafted a risk managernent manual that will guide in the management of the risks allecling the fund.

(c) Credit risk

Water Fund's credit risk is primarily attributable to its liquid funds with financial institutions, staff receivables
as well as funds advanced to prqects. The credit risk on the liquid funds with financial inslitutions is low because
the counter parties are banks with high credit-ratings. The financial assets are fully performing as the fund
continues to enjoy the services secured by these balances. The default rate is low.

The amount that best represents the Fund's maximum exposure to credit as at 30 June is made up as follows

Total
KShs

2.774.401.992
1.t37.219.478

3.432,697
t7,q4,977

Fully
performing

KShs

2;174, 401,992
963.347.604

3,432,697
t7,404,977

Past
due

KShs

I 7-1.871.874

Impaired
KShs

Cash at bank
Prqject receivables
Staff receivables
Prepayments and other trade
debtors

At 30 June 2025

Cash at bank
Project receivables
Staffreceivables
Prepayments and other tmde
debtors

3,466,512,035
1,488,100,387

807,014
t6,152,U7

3,,166,51 2.035
1,310,865.979

807,014
16,752,027

t'17.234.408

4,972,171,463 4,794,937,055 177,234,408At 30 Ju nc 2024

7o

_l2l]Cry- 3,7s8,s87,270 173,871,874
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19. NOTES TO THE FINANCIAL STATEMENTS (Continued)

27. FINANCIAL RISK MANAGEMENT POLICIES (Continued)

(d) Liquidi[ risk management

Less thrn
I month

KShs

t)ltimate responsibility for liquidity risk management rests with the trustees, who have built an appropriate
liquidity risk management liamework tbr the management of WaterFund's short, medium and long-term
funding and liquidity management requirements. The WalerFund manages liquidity risk by mamtaining
banking facilities through continuous monitoring of forecast and actual cash flows and developing a nsk
management policy manual to guide in risk assessment and management in the fund.

The table below analyses the WaterFund's financial liabilities that will be senled on a net basis into relevant
maturity groupings based on the remaining period at year end to the contractual maturity date. The amounts
disclosed in the table below are the contractual undiscounted cash flows as the impacl of discounling is not
significant.

Trade payables
Withholding tax payable
Staff Ieave
Staffgratuily
Del'erred income

At 30 June 2025

Trade payables
Withholding tax payable
Staffleave
Staffgratuity
Deferred income

78,-r90,394
8.578.717

34,566,147 18,073.448

6,597,424
60,036,828

581,27 I

86.969.1I I .ll,l6l,57l 78.691.547

43.129,551 48.700.009

BctN'ccn
I -3months

KShs

Over 5
Months

KShs

Total

KShs

l3 l,029,989
8,578,7 t7
6,591,424

60,036,828
581 .27 I

160,579,397
7,922,904
6,961,364

48,828,636
t,241,773 1.243 773

At 30 June 2024

(e) \larket risk management

WaterFund takes on exposure to market risk, which is the risk that changes in market prices, such as interesl rate
and foreign exchange rates will afl-ect the hmd's surplus or lhe value of its holdings of fmancial instnrments.
The objective of market risk management is to manaSe and control market risk exposures within acceptable
paramelers, while optimizing the retum on risk. Monitoring of market risk is done by management in conjunction
with the Board of Trustees. Market risk exposures are measured by the use of sensitivity analyses. The market
risk exposure for the Fund relates primarily to currency risk.

Foreign Cuncncl' Ris*

The fund underlakes certain trarlsactions denominated in foreign crrrencies mainly the USD and Euro. This
results in exposures to exchange rate flucluations. The Fund does not hedge its foreign currency risk.

In light of the above, any adverse movements in exchange rates may result in either exchange gain or loss, with
the latler having a negalive impact on eamings, as the Fund reports its fmancial performance in Kenya Shillings.

7t

68,549,837
79229M
6,961,364

48,828,636

206.824.229

_!w!_ _!!41- 4e.e43.782 22s,s36.074
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19. NOTES TO THE FINANCIAL STATEMENTS (Continued)

28. FINANCIAL RISK MANAGEMENT POLICIES (continued)

NCBA Bank - KIW Phase II Euro

NCBA Bank - BMGF t.lSD

Revenue reserve
Unexp€nded Erants

The carrying amount of the Fund's foreign currency denominaled monetary assets and monetary liabilities at
the end ofthe reporting period are as follows:

Foreign currcncl Drnominatcd Balanccs 2025 2021

146,185

82,776

144,931

Foreign currencl' sensitivitv anal)'sis

The lbllowing table demonstrates fte effbct on the entity's statement of comprehensive income on applying the
sensitivity lbr a reasonable possible change in the exchangc rate of the three main transaction currencies, with
all other variables held constant. The reverse would also occur if the Kenya Shilling appreciated with all othcr
variables held constant. The USD rate used as at June 2025 is 129.23.

29.C,{PITAL RISK llANACETIENT

WaterFund nranages its hxrds to ensure thal it will be able to continue as a going concem r{hile marirnizing the
retum to slakeholders through the optimization ofthe debl and firnd balance.

The capital structure of the WaterFund consists of revenue reserves and unexpended grants. The Fund was not
geared as at 30 June 2025 and 30 June 2024 as follows:

2025
KShs

(238.792,195)
3,864,5l14,686

2021
KShs

( l37.l3l.444)
4.746,O32.20t

Total Funds 3,625,752,491 4,608.900.757

ToIal Borrowings

30. Events after the Reporting Period

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

3l.Currency

The financial slatements are presented in Kenya Shillings (KShs) rounded to the nearest KShs

Change in

currency rate

Effect on financial
performance

Effect on

Equity/Net assets

KShs KShr KShr
2025

TISD 100,'o | ,889,149 I .889.149

2021

Euro 109'o I .149.480 1.149,480

T ISD 109 i, | ,877,252

72

t,877.252
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20. APPENDICES

APPENDIX I: - IMPLEMENTATION STATUS OF PRIOR AUDIT RECOMMENDATIONS

2.0 lssues Raised in the previous Report 2020/2021 not
Resolved by Management as Directed by Parliament

Parliament had directed the State Depanment to resolvc scven
issues which were listed in thc rep,ort of 202012021 report as

shown below:

Manguva Community Water and Sanitation Project
(FY 2006/207)

Questioned costs FY 201312014

Outstanding ex-staffdebtors FY 201 52016
Long oustanding advances FY 2015/2016

Non-current assets FY 2Ol5/2016

Cash and cash equivalents FY 201 5/2016

lnformation, Communication technology (lCT)
policy (FY 2015120161

Review ofrccords revealed that there was no implementation
report provide by the Fund for the implementation of prior
years' rcports by both thc intcmal and extemal auditors. It was

thereforc difficult to asccrtain if the Fund implemented the
prior year's audit recommendations by the external audit and

by the intemal auditors which is contrary to section 3l( I) of
the Public Audit Act.20l5 which requires that within three
months after Parliament has debated and considered the final
report of the Auditor General and made recommendations, a

State Organ or a public entity that had been audited shall, as a

preliminary step, submit a report on how it has addressed thc
recommendalions and findings ofthe previous year's audit.

ll
iii
iv

vi
vii

The management presented the issues
raised above to the various Committees
of Parliament specifically Public
Investment Committee (PIC) and Special
Funds Committee which considered
WaterFund responses and presented lhc
same to Parliament for consideration and
adoption hence closing the matters as per
the details below:

The National Assembly through the
Oflicc ol'Clerk wrotc to WaterFund
lilrn arding its report on thc Examination
of F'inancial Statements for State

Corporations as presented by Public
Invcstmcnt Committee. REF
NA/DLP/TBO/RES.l 2/2022 dated 22'd
lune. 2022 on Auditor General Report on
Audited Financial statcments for thc
pcriod FY 2U)4t2026 to FY 201 tl/201 9

In addition. the National Assembly
through the Oflice of Clerk wrote to
WaterFund lorwarding its report on the
Examination of Financial Statements for
Agricultural Scttlcment Fund Trustees,
Universal Service Fund and Water Sector
Trust Fund as presented by Special Funds

Committee REF
NA/DLP/TBO/RES.0 I /2020 dated 2"d

March. 2020 covering Auditor General
Reports for the pcriod ended 30th June.
20t7

The matters were
considered cleared
by Parliament and
therelbre closed.

73
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It is worth noting that the above issues
were cleared up by Parliament as per the
reports shared with WaterFund as

referenced above.

2.1 Manguva Community Wster and Sanitrtion Project (FY
2006t2007)

The Committee heard that on lst August 2005, the Fund
signed a funding agreement with an intemational water and
sanilation Non-Govemmental Organization as the
implementing agcncy to finance a water project situated in
Mwingi District which fell within Tana Water Services Board
area of jurisdiction. The implementing agency was to
undertake and supervise the physical works for the dam
construction from 23rd March to 23 September 2006. Records
held by the Fund indicated that the project was expected to
cost Kshs.28,905,520 out of which Kshss.27,327,520 was to
be linanced by the Fund and the balance of Kshs. I ,578,000 by
the local community. As at 30th June 2007, a total of
Kshs.19,585.543 had been disbursed by the Fund as parl of
the financing cost.

However, a site visit 10 the project on l0th October 2007
established that the dam did not physically exist despite the
Fund having disbursed Kshs. 19,585,843 towards the projcct. It
was explained that the dam was, on llth November 2006,
washed away by heavy rains due to the poor workmanship.

A dam expert commissioned to determine lhe cause of dam
failure recommended that the dam be redesigned and
reconstructed and supen'ised by licensed experienced dam
contractors and designers. The Fund thereafter terminated the
funding agreement and dcmanded a refund of Kshs.9,163.479
which had not been utilized in the project. The implementing
agency had not refunded the unaccounted funds amounting to
Kshs.9,I 63,479 and the matter had been relerred to a lawyer for
necessary action. ln these circumstances, it was not oossible

The matter was forwarded to Ethics and
Anti-Comrption Commission (EACC),
and investigation was undertaken and
matter forward to Oflce of Director of
Public Prosecution. DPP responded to
EACC and recommended the matter fior
closure as per letter REF
EACCl6lSl3 N OL.l I(3 ) dated I 2th

February, 2016 from EACC.

The matter was
considered closed
by the EACC and
thus we closed at
WSTF.

'14
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to confirm that the fund obtained value for its moncy in this
project.

The managcment
draws action plans
to assist in the
follow up of
unresolved queries
These plans are
reviewed quarterly

For the questioned
costs from past

audis as from the
FY 2014/201 5 and
before have all
been resolved.

GM.
Programmes

ContinuousManagement continues to institute
actions on the resolution of Questioned
costs with the entities concemed
including issuancc of demand letlers for
refunds as per thc atlachcd. Thcsc actions
by management has bome lruits with
some entities repaying the questioned

cost.

Matter was presented to the Special
Funds Committee ol'the National
Asscmbly for delibcration with a

presentation to Parliament.

Parliament has since shared its report
with WaterFund vide leltcr REF
NA/DLP/TBO/RES.0 I /2020 dated 2"d

March. 2020 covering Auditor General
Reports for thc pcriod ended 30'h Junc,

2011.

tt Quctloned cmts FY 2013n014

During the year under review. there were questioned costs

from pasr audits amounting to Kshs.43.t165,465 which had not
been cleared. Though the management had disclosed these
costs as contingcnt liabilities in the financial statements, it
was not clcar whcther thcse would evcntually crystallizc.

The management
has expensed off
the outstanding
staff receivables.

The matter is

therefore
considcred as

c losed.

The management presented the
outstanding ex-staff receivables to the
Public Investment Committee of
Parliament for consideration and a report
by Parliamcnt approving writc off
through letler REF
NA/DLP/TBO/RES. I 212022 dated 22^d

lune,2O22 on Auditor General Report on

Audited Financial statements for the
period FY 2004120026 to FY
2018/20 l9was shared with WaterFund.

Outstrndiog ex-strff debtor's FY 2015/2016

Included in the receivables from non-exchange transactions
balancc of Kshs.572,000,817 as at 30 June 2016 was an

amount of Kshs.l,776,342 being staffreceivables ofwhich ex-
staff owe the Fund un-surrendered imprest of Kshs.329, 169.

The recoverability ofthe balance was remotc and managLTnent

had not explained how the ex- staff wcre clcarcd bcfore
surrendering the said imprest.
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The managemenl has since expensed off
the outstanding staff receivables as per
the attached Staff receivable ledgers.

2.1 Long outstanding advances FY 2015/2016

Included in the receivables ltom non-exchange transaction
balance of Kshs.572.000,81 7 as at 30 June 2016 were long
outstanding advances to the project implementing agencies
amounting to Kshs.13,682,100. The amount comprised oi
advances to projects which have since come to an end. The
recoverability olthe outstanding amount was doubtful. In the
circumstances. thc recovcrability ofthe rcceivablcs from non-
exchange transaction balance of Kshs.5?2,000,81 7 as at 30
June 201 6 could not be ascertained.

The management continues to engage with
the entities on thc long outstanding
advances as per the demand letters issued
with the aim ofrccovering lhe balances.

The WSTF is

following up on the
long outstanding
advances.

GM, Corporale
Services, CM
Programmes

3l'r Dec 2025

2.5 Non-current assets FY 2015/2016

The non-current assets balance stood at Kshs.42,537,9 l3 as at
30 June 2016. However, the Fund did not maintain an up-to-
date fixed asset register as at 30 June 2016. Further, the audit
revealed cases of assets disposed-off several years ago still
being reflected in the assets register, some assets without code
numbers in the system and some assets were not tagged.

Additionally. assets worlh Kshs.59,89l.6ll as at 30 June
2016 were fully deprcciated and were therefore not
depreciated during the year contmry to IPSAS. Management
had not put in place a policy to guide on how to deal with
such asscts in terms of either revaluing them or disposing
them. In addition, though notes to the financial statements
slated that intangible assets were amortized on a straighfline
basis. the fund did not amortize its intangiblc assets on that
basis, since it would have resulted to Kshs.4,062,976 instead

of Kshs.2,928,926 currently used.

In view ofthe forgoing, it was not possible to ascerlain the
correctness and completeness of the non-current assets

balance ol Kshs.42,537 ,913 as at 30 June 2016.

The management has tagged all its assets

and continucs to maintain up-to-datc

assels register in line with IPSAS as per

the attached asset tag report. In addition,

the managemort devcloped and reviewed

the Finance Procedures manual that

includes asset management policy as

attached.

The WaterFund has
an up-tGdate fixed
asset register.
All assets have also
been tagged and the
code numbers on
the tags make part
ofthe entries in the
asset register.

A reviewed asset
management policy
is part of the
Finance Procedures
Manual. This
provides guidance
on asset
managemenl as per
the IPSAS
guidelines.
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The matler has

since been
considered closed.

2.6 Cash and cash equivalents FY 2015/2016

Included in the cash and cash equivalents balance of
Kshs.?36.802,229 as at 30 June 2016 was the cash book
balance of Kshs.2,213,520 for thc dormant National Bank
recurent account. However, managcment did not prepare
bank reconciliation statement for the bank account during the
period. Further, management had not explained why it
retained Kshs.2,213,520 in a dormant account for over threc
(3) ycars without eaming intcrest. Conscqucntly. it was not
possible to ascerlain the accuracy and completeness of cash
and cash equivalents balances ol Kshs.736,802,229 as at 30
June 201 6.

The management undertakes bank

reconciliations on a monthly basis with

all accounts being up to date as per the

attached monthly reconciliations.

The WSTF does
bank
reconciliations on a

monthly basis
without exccption.
The matter has

been considered
closed.

2.7 lnformation, Communication, Tech nology ( ICT) policy
(F"Y 20r5/2016)

The Fund ICT operations were based on a 2012 ICT policy
which was considered obsolete considering dynamic changes

in the sector. Further, the IT controls on password scttings,
system audit logs, sharing of system fileV updates and
monitoring ofsuper users' activities wcre not functional. Lack
ofcontrol increascs the risk ofdata intcgrity. In addition, use
of dormant accounts must be approved as well as system
changes and or upgrades.

The management has developed a new

ICT policy that is regularly reviewed to

accommodate thc emerging issues with

regards to ICT as attached. Additionally,
the management has instituted measures

of lT controls that safeguards sharing of
documentation with password protection.

A new ICT policy
has been effected
after being
approved by the
Board of Trustecs.
This policy has

taken inlo
consideration
recommendations
from various
stakeholders and

experts including
the extemal
auditors and the
ICT Authority.

-1.0 Failure to Remit Withholding TAX

The statement offinancial position reflects trade and other
payables of Kshs.lT 5,463.665 as disclosed under Note 22 to

The management has provided for the

outstanding KRA payment.

The management

has provided for

7i

s/
No.

Observation by the auditor Management comments Status Responsibillty Tinre frame



Water Seclor Trust Fund
Annual Report
For the year ended 30 June 2025
Appendices

the financial statements which includes withholding tax
payables totaling to Kshs.7,922.904 rclating to wirhholding
taxes on inlerest income eamed from project accounts that
was not remitted to KRA. Failure to rcmit withholding taxes
on interest income deducted by the payee at l57o and remit
to KRA by 20th of the following months contravenes the
lncome Tax Act and could rcsult in penalties and interest
being levied by KRA.
ln the circumstances. Management was in brcach of the law.

thc outstanding

KRA payment.

{.0 Long 0utstanding Receivables

The statement of financial position reflects receivables fiom
non-exchange transactions balance of Kshs. I .128,425,020 as

disclosed under Note l6 to the financial statements which
includes Kshs.l77,234A08 that has been long outstanding
with no movement during the yeor under review. Though
these advances were assessed as doubtful and provided for in
the financial statements. adequate control measures and
safeguards to the siSned agreements to repay the debts were
not provided for audit.

In the circumstances. adequate, control measures and
recoverability of the receivables liom non-exchange
transactions balance ol Kshs.177,234.408 could not be
confirmed.

The management has since issued demand

letters to the entities with the long
outstanding receivables indicating
recovery measures as per attached

correspondences.

The WSTF is still
following up on the
outstanding
receivables. with an

action plan having
been drawn to track
the status.

GM, Corporate
Services, GM
Investments

3l'r Dec 2025

5.0 l,ong Outstrnding Donor Payables

The statement of financial position reflects trade and other
payables fiom exchange transactions balance of
Kshs.l 75,463,665 and as disclosed in Note 22 to the financial
statements. Review ofdocuments provided lor audit revealed
the Fund implcmented a project financed by UNICEF. Asat
30 Junc 2019, thc project had an unexpendtxl grant amount ol
Kshs. 14,6t12,006 that had not been utilized or refunded to
UNICEF subscqucntly and hcnce was still in the Fund books

The Hulugho reverse Osmosis project
was funded through Government of
Kenya however, due to development
budget rationalization and insecurity in
the project area. the management
presented the project to the Board for
guidance for which the Board directcd
that the project bc implemented upon
availability of funds and as when the
security situation imDroves as Der Board

For Hulugho the
Board resolved to
cancel lhc contract
due to security
reasons as lhe
project could not be
fully implementcd.

UNICEF has

communicalcd that

7tl
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WaterFund does
not owe any
oustanding balance
to UNICEF.

The matter is now
closed.

as at 30 June 2024. In addition. Kshs.5,249,200 rclating to the

Hulugho Reverse Osmosis Water Project financed under the

GoK Priority project has been outstanding since 30 June 2020
without subsequent expenditure.

ln the circumstances, the completeness and accuracy of the

trade and other payables from exchange transactions balance
of Kshs. I 75,463.665 could not be confirmed.

Committee meeting held on l3s April,
2023 under agenda Minl37 I ARC lO4 n02 -
2023.

Management wrote to UNICEF (Ref
WSTF/7/FIN/VOL.VIv66/ (50) dated
27'h September 2023 (copy attached for
ease olreference) seeking reconciliation
ofaccounts and records to aid in projcct
closure. UNICEF is yet to respond to the

correspondence despite several
managemenl follow-up efforts. The
balances are still held in the WSTF
accounts.
This financial ycar 2023/24, the
management commenced review ofthe
ICT policy that incorporates the above
recommendations. The ICT policy was

approved by the Board in May, 2024 (see

attached policy document). The approved
policy has sections that clearly define
controls, processcs. and procedurcs in

regard to network administration, backup
management and user creation in
application systems.

Thc ncw ICT policy
has been efl'ected.

Thc matter is now
closed.

6.0

As previously regrrted, revicw of the IT Policy in place
revealed that the Fund does not have clearly delined controls,
processes and procedures with regards to network
administration, backup managcment and user creation in the

application systems. Inadequate user access creation
guidelincs may rcsult to inconsistent proccsses of user acccss

creation across the various systems within the organization.
Lack of policy guidelincs on network administration and

backup management may lead to inadequate backup and

network procedures being implemented in the IT systems.

In the circumstances, the adequacy of ICT backup and controls
in the network procedures implemented in the lT systems,

could not be confirmed.

ICT Policl' Deficiencies

Proposcd changcs
havc bccn clltcted

Matter is now
closed.

Password Deficiencies in the Aren Register Application

As previously reportcd, the Aren Register application does not
have a password configuration in placc that would allow the

administrators of the system to implement password policy as

pcr industry standards or the organization's IT policy. Failure
to implement a password policy may allow attackers to gain

Aren password configuration was

enhanced by the vendor in the

FY2022123. and now follows password
complexity requirements.
Password hrstory and lockout threshold
have not been configured on Aren
Register and Management will propose
these changes to lhe Aren vendor for

7.0
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consideration in fuhrre versions of the
application.

unauthorized access to the system therefore exposing the Fund
to possible loss or manipulation of its data.

In the circumstances. the controls in place to prevent

unauthorized access to the system could not be confirmed.
Lack of IT Training
There is an IT skills gap analysis performed cvery year. This
forms the ITtraining plan for the financial year. However, we
noted the IT trainings indicated in the lT training plan were
not carried out in the period under review.

Management through the HR function
will rationalize the training proposals to
ensure that IT staff are trained as

appropriate.

Some staff have
been trained during
the financial year.

Other will be
trained in the

current year.

Manager HR &
Admin,
Managcr. ICT

31" Dec 20258.0

9.0 Lack of independent Vulnerabillty Assessment and
Penetrrtlon Testing

There was an intemal audit plan documcnted tbr the ycar
202312024. The plan scoped in ICT reviews which included:
confirming status of updating ICT policies. review of
deactivation of user accounts and assessing ICT investment
against the approved budget.

However, we notcd that security rcvicws such as vulnerability
assessment and penetration tcsting (VAPTs) and core
infrastructure reviews were not included in the scope. VAPT
was not perfbrmed in thc pcriod under rcview.

Management will consider having
security reviews such as vulnerability
assessment and penetration testing
(VAPTs) and core infrastructure reviews
as part olthe scope of ICT reviews.

The management
will have VAPT as

part of its plan in the
FY 2025t26.

Manager, ICT 30 June 2026

With availability ol
funds during the FY
202526 a DR warm
site will be set up.

Managcr, ICT 3l Dec 202510.

0
Gaps in Data Backup and Disaster Recoverv

The organization has a Business Continuity & Disaster
Recovery policy in place which provides an approach for
responding to unplanned incidents that threaten a company's
IT infrastructure, including hardware and software, networks,
procedures and people. However, we noted the following
gaps:

i. The disaster recovery plan does nol provide guidance on
periodic disaster recovery (DR) testing. Details about the
scope, frequency, roles and responsibilities for DR testing
have not been outlined in the plan.

The Business Continuity and Disaster
Rccovery Plan will be updated during the
next rcview to address disaster recovery
(DR) testing requirement, including the

scope and lrequency of DR testing.
Management had already budgeted this
FY for a DR warm site and this will be

lbllowed up to ensure it is set up. Data
backup for active directory replicates
aulomatically across AD servers.

Management deems this sulficient for
now. However. uhen the DR warm site is

8(r
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set up, it will also bc used for AD
backup.

ii. There were no disaster recovery (DR) tests performed in

the period under review.

iii. ttrere is no data backup for Active Directory.

ln the circumstances, the Fund risks losing its data in case of
a disaster.

The management
will follow up on
the matter.

Manager, I lR 3l Dcc 2025ll
0

Non-compliance with PSC Act on acting roles

In the period under review, we noted the Principal Monitoring
and Evaluation Officer, and thc Scnior Program Officcr had

been acting in their capacities for a period excccding six
months.

Prin cipa I M onitoring a nd Evo I uation
O[rcer
The case was presented to the Board for
confirmation aficr he had acted for morc
than six months. The casc was prescnted

lbr confirmation but the board declined
and recommcndc{ lor competitive
recruitrnent with approval from relevanl
govcmment agencies.

The National Treasury Circulars on
budgct preparation guidelincs prohibited
recruitment of staff. The austerity
mcasurcs through Circular No. 8/23 from
National Treasury and Economic
Planning relbrenced ESOl /03'U'( l5)
dated 7'h August 2023 on guidelines lor
the preparation of FY 2023-2024 and
medium-term budget prohibited
recruitment.
Secondly. thc WaterFund HR policy of
20 l9 provides for acting in a position for
6 months or until the position is
substantially filled. This is contained in
seclion 4.5,5 as per lhe afiached e\lracl
from policy.

Se n i o r P rog ra m me offrc e r
Thc ollccr has acted for more than 6
months. This is because he is a
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programme based (EU-CPIRA) staff with
a fixed employment contract based on
project period. The EU-CPIRA
programme was supposed to end in
February 2024 yet he was appointed with
effect from I "r December 2023 os per
aaached copy of acting appoint nent
,errer. lt was extended to August 2024.
For recruitment of the substantive
position, the time taken for recruitment
process would have been overtaken by
events to fill the position.
In reference to the WSTF HR Policy
seclion 4.5.5 quoted above, an ofTicer
may act for six months or until the
position is filled.
The management acknowledges the

finding and therefore staff salary

increments for the past two years had not

been implemented due to llnal challenges

l'aced by the Fund. This \Yas due PE

budget cuts by the NT that aflected

implementation. The same was presented

to the Board on I 3'h February 2024. -the

board deliberated and resolved to set

aside the commitment to increase stalf
salary as previously indicated in the

respective employment contracts until the

Govemment avails resources which be

paid in arrears.

The managcment
will lbllow up on
thc matter.

Manager, HR &
Admin

3l Dcc 202512.
0

Non-compliance with contractual provisions in the stsff
contmcts

In the period under review. we noted that all the staff had not
had annual salary increases as stipulated in the signed staff
contracts.

The National Treasury through its
circulars on preparation ofbudget and
implementation issued circulars guiding
state corporations to seek appmval from
the National Treasury on salary
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adjustments among other issues
pertaining to staff costs.

The National Treasury Circular No.

l0l2024 on implementation of budget

FY2024f2025 and Circular No. 08/2023

on budget preparation for the same year

guided that Agencies are required to

conlirm availability of f'unds and to

obtain approval on the same . At the same

time. WaterFund has had a reduction of
30% of its recunent budget.

i\lr. Willis Onr
Chief Executive Officer
Date

lJ -1

s/
No.

obse natlon by the sudltor Mrnsgement comments Sta I us Rerponsibility Time frame



Watcr Sector Trust Fund
Annual Rcport
For the year ended 30 June 2025

APPE,NDIX Il: PROJECTS l1\IPLENIENTED BY WATER SECTOR TRUST FUND. FUNDED BY DEvELOPIIIENT PARTNERS AND THE GOVERNI\IENT

Project title Projcct Number I)onor Period/
duration
(Yesr)

Donor
commitment
Million (KShs)

Separate donor reporting
required as per the donor
!greement (Yes/No)

Consolldated in these
financlal statements

(Yes/No)

Up-scaling of Basic Sanitation for
the Urban Poor (UBSUP)

Development Bank
of Cermany (KIW)
and Gate
Foundation

ll 942 Ycs Yes

Water Sector Development
(Support WSTF)

I 109 I (n900 Dcvelopment Bank
of Germany (KlW) 1{ |,234 Ycs Yes

Kenya Urban Water and Sanitation
OBA Project

ll09t0l9(x) World llank 7 l.I85 Ycs Yes

Water Supply and Sanitation Ibr
the Urban Poor -KfW-Phase lV

1 1 091 050(x )

German
Dcvelopment Bank-
Kfw

.+ t.265 Ycs Yes

Ending drought Emergencies
Support to drought Risk
Managemcnt

ll09ll2-l(x) European Union li 2.200 Yes

Water and Sanitation Programmc
(PIF)

C0vemment of
F inland

6 2.800 Yes

Sustainable Management and
Access to Water and Sanitation in
the ASALs

I I 091 126(X)
Royal Danish
Embassy-DANIDA

1.210 Yes

I I 091 26001 World llank 5 t{.000 Ycs Ycs

ri.l

I 109 I 049(X)

Ycs

Yes

5 Ycs

Hom of Afiica lor Ground Water
Resilicnce
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APPENDIX lll: STATUS ()F PROJECTS ('O1\IPLETIO\

I
I 1091M900 Up-scaling of Basic
Sanitation fbr the Urban Poor (UBSUP) 1.212 990 99% t.242 I I11 Development Bank of Germany (KfW)

and Bill Malinda Catcs Foundation

l I l09l 00900 Watcr Scctor Dcvclopmcnt
(Support WSTF)

| ,707 t.397 9ta% 1,707 t,5t9 Devclopment Bank ol'Germany (KfW)

l 1109105000 Watcr Supply and Sanitation
fbr t}e Urban Poor -K{W-Phase lV l,'t7 t lr l9 61Yo 7 4'7 t,l79.6 [)o,cloprncnt Bank ol'(icrmany (KlW)

1
I I 09 | I 2300 Ending drought Emcrgcncics
Support to drought Risk Managcmcnt

2,653 | .6-t I 99l,/o 2.653 I I 59.9 European Union

5

I l09l14201 The Saudi hogramme for
Drilling of Wells and Rural Development
in Africa

6(X) 'l ooio fi)0 .ltl Govcmmcnt of Kingdom of Saudi Arabia

6 Water and Sanitation Programmc (Pll") I,l(x) --t0 oyo ,1..1(x ) 0 Govcrnment ol- Finland

i{

Sustainable Management and Access to
Water and Sanitation in the ASALs
(SWASAP)

1.4(x) 771 92% l..l(x) 905 Royal Danish Embassy-DANIDA

9
Hom of Africa lbr Cround Water
Resilience

ti,(xx) 56ll t0% It,(xx) 637.6 World Uank

Sourtrs ol' lirnds

l.r5

'l olxI
l)r'llgrn l|r nr..
( ort ( KShr

-01|0)

'lirl:tl cr;tcndr:rl
lo dulc ( KShs

.rxxr)

( irnt;llcl ion

'2, to (lxlr

lludgrt Aclual
Rcceipt

( KShs
.rxxl)

No l'rojcct
( KShs
'000)
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APPENDIX IV - TRANSFERS FROM OTHER GOVERNMENT ENTITIES

The table below shows funds received during the year from the Government of Kenya and Development Partners

Where Recorded/ recognized

Na ture:
Totsl Amount

- KShs

Statement of
Financial

Pcrformance

Capital
Fund

Deferred
lncome

Rccei
vables

0thers -
Accounted
/Erpensed

Total
Transfers

during the
Yeer

Name of the MDA/
Donor Transferring
the funds

Date received
as per bank
statemenl

Recu rren t r 3.133.333 r 3.133.333 13. 133.333MOWSI 30.08.2024

r 3.133.333 13. r 33,333 13, l 33,333MOWSI 23.09.2024 Recurren t l3.l 33,313

l3.l 33,313 13.133.333 13. 133,333 13,I 33,333MOWSI 28.10.2024 Recu rren t

Recunent ll. r 33.333 13.133.333 13. 133,333 13. r 33.333MOWSI Itt.l 1.2024

13, 133,333 13, | 33,333MOWSI t9.t2.2024 Recurrcnt l 3. t 33,333

13,l3l,33l 13,133,333MOWSI 09.01.2025 Recurren t l 3,l 13,331

I 3,l 33,113 I 3,I 33,33 3 13.133.333 l3, | 33,313MOWSI 10.02.2025 Recurrent

ll,l33,3ll 13, t33.133MOWSI 12.o3.2025 Recurrent I 3,I 13,133 13,r33.333

t3.133.331 13,133,333MOWST 01.04.2025 Recurrent I 3.I 33.133 I 3, | 33,333

l r. r 33.333 t3.133.333 I 3, l3l.313MOWSI 14.05.2025 Recurrcnt I 3.l 33.333

I 3,I 33.333 r3.133.331 l 3,133,33310.06.2025 Recurrcnt | 3.I 33.333

Recurrcnt I 3.1 33,333 I 3.1 33,333 r 3, 133.333 l3, 133,333MOWSI 30.06.2025

157,599,996 t 57.599.996 157,599,996 157,599,996Sub-total

I t.250,000 r r.250,000 ll.250.ux) I 1.250,000MOWSI 25.09.2024 Development

Development I 1,250,000 r r.250,000 il.250.m0 I I,250,000MOWSI 04. 10.2024

r r,250,000 I 1,250.m0 I I,250,000MOWSI 20.t t.2024 Development 11.250,000

Development I t,250,000 il,250,000 I 1.250.(n0 I I ,250.fiX)MOWSI 22.t 1.2024

I 1.250.0u)MOWSI I 5.0 L2025 Developmcnt r r.250.000 il,250,000 I I ,250,000

33.714,666 33,714.666MOWSI 19.05.2025 Development 33.714,666 33,714,666

ITI

I
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13.133,333

13,133,333

MOWSI

I
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Whe re Recorded/ re cognized

Deferred
lncome

Recci
v ab les

Others -
Accounted
/Expensed

Total
Transfers

during the
Year

Nsme of the I\l DA/
Donor Transferring
the funds

Date received
as per bank
statement

\:rture Capital
Fund

ri.313,312 8.13 3.332MoWSI t7.06.2025 Developmcnt 8.333.3l2 r,t,331,3 32

98.297.998 98,29?,99E98.297,998 98.297.99ESub-t0tal

2.699,645.990 2n3,82 I ,4 t0 2.983.467.4U)World Bank - CLS(i Development 2tB.lr2t.4t0

28.1.82 t..1r 0 2.699.645.990 283,821,.1l0 2,98-1,.167,.100Sub-total

15tt.801t.860 417,772,60314.02.2025 Development 479,577,240 15r,r,80tt,860 25 8,963,743

258.963.7.t3 t 5tt.80E,ti60 117,772,603Sub-total 179,577,210 158.ttO8.860

300,000,000Development 500,un,000 25 1,389,334 48.61 0,666 25l,lttg,l34DANIDA -SWASAP 17.03.2025

300.000.000251.-189J3.1 .18.610.666 25 t.389*13.1Sub-tolal

403,605,8ti2 493.290.011 896.895.9t5EU CPIRA 22.10.2024 Development 29,916, I 88 493.290.03 3

{03.605.8E2 49.1.290.03-l 896.895.9t5Sub-totBl 29.916, t E8 {93.290.033

49,049.5ti4 128. 165.2 56 37',7,214.840Klw Phase lV 13.09.2024 Development 9l .008,783 32 tt. 165.256

23.06.2025 Development I 06,400.944

-r28,165,256 {9.0.19.58{ 328, t 65.256 377,2 r 4,8{0Sub-total 197,109,727

t.E06. r 68.8,1-l 5.266,0{.t.7081..t62,801.t 19 1.77 r.372.EE7Total

I-I I

I

II

li7

Total Amount
- KShs

Ststement of
Financial

Pcrformance

World Bank - llOA

500,000,000

-1.{59.875.865
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APPENDIX \': REPORTIN(; OF CLIl\IATE RELEYANT EXPENDITURES

Ending Drought
Emergencies:
Climate Proofed
lnliastructure
Programme
(EDE-CPIRA)

Ending Drought
Emergencies: Climate
Prooled lnlrastructure for
Improved Water Supply
and Sanitation in the Arid
and Scmi -Arid Land
(ASAL) areas.

Sustainable
management of
Water Resources
in ASALs is
improved

Financing of WRUAs
to undertake calchmcnt
conservation activities
and implement climate
prooled water
rcsources infrastructurc
projects

t2 2t 1 0 European Union/ GoK

at KShs. 39.32 million
forFY 202312024.

WRUAs/WSPs
(Watcr Service
Providers)

ti t(

Project Name Project Descriptlon Project
Objeclives

Project Activities Source Of Funds lmplementing
Psrtners

Qr Q2 Q3 a
4


