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I. ACRONYMS AND GLOSSARY OF TERMS

ICPAK Institute of Certi/ied Public Accountants of Kenya

1FR.S International Financial Reporting Standards

MD Managing Director
PFM Public Financiol Management

PSASB Public Sector Accounting Standards Board
WASREB Water Services Regulalory Board
KEWASCO Kericho llater and Sanilalion Compony Limited
IYASREB Water Services Regulatory Board
NRIY Non-Revenue Ll'ater

O & M Operation qnd Maintenance

DWQ Drinking Water Quality
G1S Geographicol Information System

IYAN Wide Area Network

I,VSDP Water Sector Development Program

LVSWI,VDA Lake Victoria South Water lltorks Development Agency

KPI Key Performance Indicator
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2..,KEY ENTITY INFORMATION
Background information
Kericho Water and Sanitation Company Limited (KEWASCO Ltd) was established by the Kenyan

Companies Act. It was incorporated on l5th October 1997 . At county level, the company is represented

the County Executive in charge of Water and Environment who together with the board of directors

are responsible for the general policy and strategic direction of the Company. The company is

domiciled in Kenya.

KEWASCO took over the operations of Tililbei Water and Sanitation Company on 2nd of November

201 8 operating is the rural cost center.

Principal Activities
The company continues to provide water and sanitation services within the licensed service area of

Kericho County and its environs.

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

1. Mrs Roselyn Langat Ngeny - Chairman -Left on 6h September 2024

2. Hon Geoffrey Ruto - Member - Left on 6h September 2024

3. Hon Rosemary Rop - Member Left on 6h September 2024

4. Hon Leonard Ngetich -Member Left on 6h September 2024

5. CPA Francis Kipkoech Langat - Member Left on 6h September 2024

6. Mr Apollo K. Cheruiyot -Member - Left on 6h September 2024

7. Mrs Suzan Cherotich Rero - Member - Left on 6h September 2024

8. Mr. Kigen Ronald - Member - Left on 6h September 2024

9. Mrs Charlody Chepkorir Member - Left on 6h September 2024

10. Mr Julius Tanui Member - Left on 6h September 2024

I l. Mr Kibii Chepkwony Siele Member -Appointed on I't July 2020

Corporate Secretary

Equity Registrars and Secretaries,

P.O. Box l8-40107,

Muhoroni

Registered Office
Kericho Water and Sanitation Company Limited

P O Box 1379-20200,

KEzuCHO.

Corporate Headquarters
Kericho Town,

Temple Road, next to Telkom House

Kericho Water and Sanitation Company Limited

P O Box 1379-20200,

KERICHO.
lll
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Corporate Contacts
Telephone: (254) 2020602
E-mail : info@kewasco.co.ke

Website : www.kewasco.co.ke

Corporate Bankers

Cooperative Bank of Kenya,
Kericho Branch,
P o Box 1742-20200,
Kericho

3. Family Bank
P o Box 1376,
Kericho

5. Posta

Kericho Branch

Independent Auditors
Auditor General

The Office of the Auditor General

Anniversary Towers, University Way
P.O. Box 30084GPO 00100

Nairobi, Kenya

Principal Legal Advisers
l. The Attomey General

State Law Office
Harambee Avenue

P.O. Box 401l2
City Square 00200

Nairobi, Kenya

Bett & Company Advocates,

Isan Building,
Kericho

2. Kenya Commercial Bank,
P o Box 1742-20200,
Kericho

4. Equity Bank
Kericho Branch
Kericho

2
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3.THE BOARD OF DIRECTORS

l. Mrs Roselyn Langat- Ngeny
Mrs. Roselyn Langat- Ngeny is the board chair. She joined the

Board of Directors on I tt October 2020 representing the business

and manufacturing community. She sits as the Chair of the Board

of Directors. She holds Masters of Arts degree in Gender, Women

and Development Studies. She is a businessperson with vast

experience in management and leadership having worked as

Public relations officer with Kenya Post and Telecommunication

Company and Telkom Kenya Ltd. She has other working

experience with Electoral Commission and milling Plants.

2. Hon. Rosemary Rop Hon.Rosemary Rop joined the Board of Directors in November

2022.5he is representing the shareholder. Hon. Rosemary Rop is

currently the County Executive Committee member for Water,

Environment, Energy, Forestry and Natural Resources. Ms' Rop

is a member of the Technical Committee of the board.

3. Hon. Leonard Ngetich
I

Hon. Leonard Ngetich is an expert in finance and economic

planning. He joined the Board of Directors in November 2022

representing the County Govemment of Kericho. Currently he is

the County Executive in Charge of Finance and Economic

Planning/ Head of County Treasury - a critical portfolio in the

County Govemment.

He sits in the Finance and Administration Committee of the Board

4. CPA Francis Kipkoech Langat Mr Langat, an accountant by profession joined the board of
directors on lst October 2020.He holds a Masters in Business

Administration -finance option and a member of ICPAK. Mr

Langat Chairs the Finance and Administration Committee of the

Board. He has over l0 years' experience in finance and auditing

in the public sector.

I
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5. Eng Kigen Ronald

i

Mr Kigen, an Agricultural Engineer by profession. He joined the

board of Directors on I st October 2020 as a director representing

Rural Customers. He serves as the chair of the Technical Services

committee of the Board.

6. Ms Rero Suzan Cherotich

I

I
Ms Rero .She joined the board on lst October 2020 as a director
Representing Institutions. She holds a Bachelor of Commerce

Accounting option and has a CPA Part I l.She is the chair Audit
and Risk Committee.

7. Ms. Chepkorir Charlody

8. Mr Simon Serem

Ms.Chepkorir Charlody She joined the board on 6th September

2019 representing Youth, Women and Person with Disability.
She holds a Bachelor in Business Management -Purchasing and

Supplies from Moi University She has over 3 years' experience

in public administration. She is a member of the Finance and

Administration Committee of the Board

Mr Simon Serem joined the board on 6th September 2
representing private Institution. He holds a Bachelor ofEducation
from Moi University.

He sits in the Audit and risk Committee of the Board.
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Mr Julius Tanui, a teacher. Julius joined the board on 6th

September 2019 representing urban consumers. He holds a

Bachelor of Education from Egerton University .He has over 20

years' experience in teaching.

He sits in the Technical Committee of :he board as well as the

Audit And Risk Committee of the Board.

Mr Apollo Cheruiyot was appointed to the board of directors

on 1Ofr February 2022 representing the ()ounty Government of
Kericho.He is a trained Social Scientist iurd sustainable

development expert from Moi Universitv . He has extensive

experience in rural Sociology and economics. Mr Cheruiyot has

over 25years experience in both county irrd national government

operations.

He sits in the Finance and Administration Committee of the

Board.

Eng. Kibii Siele is the Managing Director and Secretary to the

Board .He holds a Bachelor of science degree in Agricultural

Engineering (Egerton University) and a Master of Science in

Agricultural Engineering (Egerton University). Prior to his

appointment as an MD he served as Regional Manager for

KEWASCO rural.

His work experiences spans from being I part time lecturer at

Egerton University, a research assistant cn climate change and a

lead researcher on renewable energy with Africa Centre of
Technology Studies (ACTS ) and East .,\frica Regional Climate

Innovation Network Egerton chapter (E,\RCIN).In addition, he

has wide experience in water management matters during his

tenure as a sub-county water engineer arrd later as head of
monitoring and evaluation at the departreent of water services

Bomet County. Furtherance, as a technit:al services manager at

Tililbei Water and Sanitation Company where at some point as

acting MD
He has over l0 year work experience in the water sector. He is

the Board Secretary.

9. Mr. Julius Tanui

10. Mr. Apollo Cheruiyot

I l. Eng Kibii Chepkwony Siele

l
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4.KEY MANAGEMENT TEAM

l. Eng. Kibii Chepkwony

Siele

Eng. Kibii is the Managing Director and Secretary to the Board. He

holds a Bachelor of science degree in Agricultural Engineering
(Egerton University) and a Master of Science in Agricultural
Engineering (Egerton University). Prior to his appointment as an MD
he served as Regional Manager for KEWASCO rural.
His work experiences spans from being a part time lecturer at Egerton

University, a research assistant on climate change and a lead

researcher on renewable energy with Africa Centre of Technology
Studies (ACTS ) and East Africa Regional Climate Innovation
Nefwork Egerton chapter (EARCIN).ln addition, he has wide
experience in water management matters during his tenure as a sub-

county water engineer and later as head of monitoring and evaluation

at the department of water services Bomet County. Furtherance, as a

technical services manager at Tililbei Water and Sanitation Company
where at some point as acting MD
He has over l0 year work experience in the water sector.

2. CPA Philis Chelangat

CPA. Philis Chelangat joined KEWASCO as Commercial and Finance

Manager on 2'd October 2017. She holds MBA Finance Option (KU),
Bachelors in Business Management accounting option (Moi) and a

Diploma in Business Management (KIM). CPA-K and a member of
ICPAK. Prior to her appointment, she worked as an Accountant at the

Salvation Army Territorial Headquarters then as an Internal Audit
Manager, Commercial and Finance Manager at Tililbei Water and

Sanitation Company and She possesses over l0 years' experience in

financial management and 2 years in internal auditing.

3. Eng. Hillary Ngenoh

Mr. Hillary Ng'enoh is a registered graduate engineer with EBK and

IEK. He joined KEWASCO on I't September 2017 as Technical

Services Manager. He is a holder of MSc. degree in Water and

Environmental Engineering (University of Surrey U.K) and a BSc.

(Hons) degree in Civil Engineering (JKUAT). He previously worked

with County Government of Kiambu as Assistant Resident engineer for
Ndumberi-Githunguri road, Questworks Company Limited as graduate

structural engineer, CESP Kenya Ltd as Water and waste water

research and development project manager as well as at the University
of surrey centre of Environmental Health as a researcher.

vlll
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4. Mr Rasto Chepkwony

5. CPA. Mercy Cherotich

CPA. Cherotich joined KEWASCO on lst August 2014 as Internal

Audit Manager. She holds a Master in Business Administration-

Finance, Bachelor of Arts (Economics and Sociology) and a Certified

Public Accountant of Kenya (CPA-K)' Mercy has over l0years'

experience as internal Audit manager and previously worked with Aga

Khan University Hospital and Intemal Audit Officer'She has also

worked as an accounts assistant and audit assistant at Nairobi Hospital.

6. Mr. Patrick Korir

7. Mrs Clara Rono

Clara Rono was appointed as the Human Resources and Administration

Manager on I st March 2021. She holds a Master in Business

Administration-Human Resources Management and a Bachelor of
Business Administration

lx
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Patrick Korir was appointed Procurement Manager on lst September

2015. He hotds Bachelor's Degree in Purchasing and Supplies

Management from European Business School, Cambridge, England

and Masters in Business Management (Strategic Mgt option) from

University of Kabianga and member of Kenya Institute of Supplies

Management. He joined the defunct Municipal Council in 2002 as

Clerk. He has over I 5 years' experience In procurement
?
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I am pleased to present our annual financial report for the 202312024 fiscal year. Despite facing
significant challenges, our institution has made remarkable progress. Notably, we have seen an

improvement in billings, even amidst the difficulties posed by climate change and its impact on river
volumes which consequently affect water available for sale.

As Board Chair, I have prioritized the establishment of policies that foster a supportive and tranquil
working environment for KEWASCO management and staff. I am also proud to highlight that the

recently released impact report number l6 from the Water Services Regulatory Board (WASREB)
reflects an improvement of our service provision notably in water quality and revenue collection
efficiency and metering ratio among others, these are key indicators on commercial viability. Building
on this positive momentum, KEWASCO has attracted several partners willing to invest in our
initiatives. Currently, we are engaged in projects supported by donors, including last-mile water
connections from Kapsoit to Sosiot, a public sanitation facility at Kapkatet, and additional water supply
infrastructures in Ainamoi. Upon completion, these projects will enhance our water and sanitation
coverage significantly.

However, our rural cost centre continues to face challenges, including low water flow from Bomet and

frequent intemrptions due to inefficiencies of Bomet Water Company and delays in payments from the

County Government of Kericho. These issues often hinder us from meeting our budgetary targets.

Additionally, the County Govemment's commitment to subsidizing salary harmonization has not been

fulfilled, and delays in support towards bulk water and electricity have led to further supply
interruptions.

The company has identified key areas for intervention, including high Non-Revenue Water (NRW),

high personnel expenditures relative to operations and maintenance (O&M), and low water coverage.

Currently, NRW averages 53oh, primarily due to physical losses from road construction, aging
infrastructure, and illegal connections.

To address these issues, KEWASCO has developed a comprehensive roadmap targeting NRW
reduction. Our interventions will include enhanced surveillance of pipelines and improved response

x

5. CHAIRMAN'S STATEMENT

Kericho Water and Sanitation Company (KEWASCO) remains committed to providing exceptional
water and sewer services to our residents, aligned with the established guidelines and in conformity to
our tariff. During this financial year under review, we have also enhanced our operations by developing
standard operating procedure culminating into ISO certification a process which was supported by KfW
Bank of Germany. This certification will open more investment avenues with sector partners and has

already build confidence among our peers.

We are still awaiting the ordinary share capital of Kshs 8,100,000 which is Kshs 8,000,000 for urban

and Kshs 100,000 for urban and rural cost centres respectively. This outstanding amount has been an

ongoing audit query.
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times for leakages and bursts. The Board has also approved a NRW Policy to guide our efforts in both

urban and rural cost centres

KEWASCO is committed to our core values of Transparency, Integrity, Professionalism,

Innovativeness, and Customer Focus, which drive us toward our vision of becoming 'a leading and

self-sustoin'ng watu and sanitation service provider in Kenya'.

You,

Sirkelly Ch yot

Chair Board of Directors

xl



Kericho Water and Sanitation Company Limited
Annual Report and Financial Statements for the year ended June 30,2024

It is with great pleasure that I present the financial statement of Kericho Water and Sanitation Company
(KEWASCO) for the year ended 30th June 2024.This marks my fourth annual report as Managing

Director of KEWASCO. Through my experience leading this essential service provider, I have come

to understand that the water sector presents both significant challenges and opportunities.

KEWASCO operates two cost centres: rural and urban. While each cost centre is responsible for its
operational and maintenance costs, the rural centre heavily relies on subsidies from the County
Govemment of Kericho for bulk water payments from Bomet, electricity bills, and salary
harmonization. Notably, in the last three years KEWASCO has seen considerable investments from
shareholders and partners, including the German Bank KfW and the Water Fund. These investments
have greatly improved both the quantity and quality of our services, particularly in water infrastructure,
as evidenced by the annual impact reports from WASREB.

Customer satisfaction and perception of our services have also improved significantly. However, we
still face challenges, including an aging workforce and high water losses. To address these issues, I

have identified three key areas of focus: Non-Revenue Water (NRW), personnel expenditure as a
percentage of operational and maintenance (O&M) costs, and water coverage. By concentrating on
these themes, we aim to achieve greater commercial viability in the near future.

These priorities of intervention requires substantial investment. Addressing NRW requires a clear and

actionable roadmap, which we have developed, and we are actively seeking partners to assist in tackling
this challenge. Reducing personnel expenditure relative to O&M costs remains complex, but we
anticipate that the fully utilization of Duka Moja Project will help reduce this percentage. For low
water coverage, several expansion projects are underway, with the Water Sector Development Program
expected to improve urban coverage from the current 65Yoto 85%oin the next 2 years.

Our revised strategic plan emphasizes several key areas, including infrastructure improvement,

increased water coverage, enhanced collection efficiency, prompt response to leaks and bursts,

increased metering ratios, upgrading raw water schemes to treated water systems, and improved
sanitation coverage. These initiatives will support our five thematic areas: (i) Water and Sanitation

Provision, (ii) Operational Efficiency, (iii) Financial Sustainability, (iv) Collaboration with Sector

Players, and (v) Customer Service.

l. Staff Establishment

Currently, our staff establishment comprises 163 employees (112 male and 5l female), with a
significant portion of 72 staff being within 50 - 59 years age bracket, highlighting an aging workforce.
We strive to comply with the third gender rule which currently stands at 69%o and 31Yo male to female
ratios respectively, and to address the aging workforce challenges, we have contracted 4l members to
support the company business.

xll

6. REPORT OF THE MANAGING DIRECTOR
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2. Water Distribution and Maintenance

Bulk Water Supply
During the202312024 financial year, the bulk water supply from Bomet faced numerous challenges,

including disconnections due to non-payment and low flows, resulting in decreased billings. This

decline directly affects our revenue collection, leading to delays in salary payments. A joint interim

committee was formed to address these challenges, but infrastructure improvements require a budget

of over Kshs 60 million, which is yet to be sourced.

These issues have hindered our rural cost center's ability to meet operational minimums and to ensure

timely salary payments.

3. Non-Revenue Water Management

The Non-Revenue Water (NRW) level remains high at 53% this financial year. High NRW

significantly impacts the commercial viability of the company by reducing the water available for sale.

KEWASCO recognizes this as a critical area for intervention, and we have developed a robust roadmap

to address it with stakeholder support.

Other Key Company Achievements

License: KEWASCO has an interim license valid until 2024.

Tariff Review: We have a tariff valid up to 2025.

Clustered Company: Since our merger in November 2018, we have made significant strides

toward stabilizing operations, although full benefits will take time.

Safe Quality Water: Continuous provision of safe drinking water has been maintained, with

drinking water quality consistently meeting WASREB standards.

Finance Department: Integration ofstafffrom both cost centres has strengthened our finance

department, and we are working on integrating accounting and billing software.

Human Resources: Recruitment for vacancies is timely, with regular performance appraisals

conducted.

Audit: We have developed and implemented a risk-based audit strategy in line with best

practices, ensuring that audits cover all company systems and processes.

ICT: We have established a Wide Area Network (WAN) for rural connectivity, automatic M-

PESA integration, acquired a new server, upgraded accounting software, enhanced GIS

utilization, and established a mobile meter reading system.

4. Development Projects

The following table highlights ongoing and recently completed development projects

a

a

a

a

Major Scope Progress

xlll

Projects



Water Sector Development Program (WSDP-LVS)
(Kericho, Kisii, Nyamira, Litein)

Long-term expansion

works: New Kimugu
Treatment Works

Completed

and

operational

Objective: Ensure sufficient, hygienic, economically
viable, and affordable water and sanitation services to
residents of Kericho

Financier:
Development

(Kfw)

German

Bank

Implementing Agency: LVSWWDA Commencement Date:
March 2014

Expected Date of Completion: March 2023 Consultant: CES and

Mangat I.B Patel

Contractor: Nanchang Foreign Engineering Company

& Jiangxi Jingtai Water Conservancy

Scope Includes: Intake Works on Kimugu River,
7.7Krn Raw Water Gravity Main, New Water Treatment

Works (13,000M3), 2.8Km Treated Water Gravity
Main, 4.6Km Pumping Main to Timbilil Tank
(1,000M3), 50Km Distribution Main

Kericho Water and Sanitation Company Limited
Annual Report and Financial Statements for the ear ended June 30,2024

5. Strategies, Plans, and Future Outlook

To enhance the company's performance, we will implement the following mid-term and long-term
strategies:

a) Financial Recovery Plan (FRP): Selected by WASREB for post-COVID-19 recovery funding, we
propose four interventions to achieve O&M cost coverage and financial turnaround:

Replace 9,880 consumer meters and 90 bulk meters to facilitate NRW computation. Estimated
cost: Kshs 17 6,324,363.
Replace l70KM of assorted UPVC pipe network in high-burst areas. Estimated cost: Kshs

t27,|2,233.
Settle outstanding debts and three months of current bulk water supply dues. Estimated cost:

Kshs 14,226,231.

a) Last Mile Connectivity: Following the completion of the Duka Moja expansion project, we

anticipate additional customers through a last-mile connectivity strategy. Funding proposals

have been submitted to connect approximately 3,000 new customers, enhancing billing and

financial sustainability without increasing personnel expenditure.

b) KWASH Program: The company is current working on a performance implementation action
plan for financing under pforR which is a world bank funded.

6. Challenges Facing the Company

a

xlv

To enhance our service delivery, we must address the following challenges:
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a) High Non-Revenue Water: This leads to significant water losses. A Performance Improvement

Plan (PIP) is being developed to address both commercial and physical losses over the next five years.

b) Bulk Water Disconnections from Bomet: Disconnections significantly impact the revenue of our

rural cost centre, which relies heavily on bulk water.

c) Low Water Coverage: The average water coverage across the company is only 37oh, indicatirtg a

substantial unmet customer base that requires infrastructural development.

d) High Personnel Expenditure Relative to O&M Costs: While reducing this fixed cost rs

challenging, we expect O&M costs to rise with new projects, allowing us to maintain constant

personnel expenditure.

e) Outstanding Debts: The County Government of Kericho's unpaid bills hinder our ability to meet

financial obligations.

The company operates under an interim license with a new tariff currently in effect. Continued subsidy

support from the County Government is essential for bulk water costs, electricity, and salary

harmonization for the rural cost centre. With the Water Sector Development Program completed, the

urban cost centre is expected to maintain a consistent water supply, addressing low volumes during dry

periods. Additional support for last-mile connectivity will further enhance our coverage.

Eng. ii Chepkwony Siele
Managing Director

xv

f) outstanding Creditors: Pension dues for staff remain a significant challenge.

7. Conclusion
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7. STATEMENT OF PERFORMANCE AGAINST PREDETERMINED OBJECTIVES FOR
FY 2023t2024

KEWASCO has 8 themes that form the core focus within the current Reviewed Strategic Plan 2017-
2023 for the next 6 years, these are:

1 Non- Revenue Water Management.

2 Water and wastewater Infrastructure Development.

3 Operational Efficiency.
4 Customer Service.

5 Pro-poorinitiatives.
6 Financial Sustainability.

7 Institutional Strenglhening.

8 Corporate Governance

These 8 themes are further grouped into 4 perspectives for the purpose of tracking them in a balanced

scorecard.

a) Financial perspective.

b) Customer Perspective.

c) Intemal (process) perspective.

d) Learning and growth (People) perspective

The Company develops its annual work plans based on the above Themes. Assessment of the Board's
performance against its annual work plan is done on a half-year basis. To deliver on these strategic

themes, KEWASCO identified the following key specific objectives:

i. To Increase access to water by improving coverage from 55 o/o in20l9 to 64oh in2025 for
urban and 25Yo in 201 8 to 35%o in 2025 for rural cost centre.

ii. To increase number of active connections from 13,539 in20191o15, 825 in2025 for urban
and 5,868 in2019 to7,215in2025 forrural.

iii. To increase water production from 12,600 m3 lday in2019 to 25,600 m3 lday in 2025 for
urban and 3,640 in 2019 lo 4,650 in 2025 for the rural cost centre.

iv. Increase sewered sanitation access from l7o/o to 40%by 2025.
v. To Increase Billing and revenues from Kshs.lT million per month in 2019 to Kshs.2l

million per month in 2025 for urban and Kshs 2.6 million in 201 9 to 4 million in 2025 for
rural.

vi. To Increase collection efficiency from 60% in 2019 to 90o in 2025 for both urban and
rural.

vii. To Improve O&M cost coverage from 83% in 20 I 9 to I 00% in 2025 for urban and 83% in
2 0 I 9 to 93oh in 2025 for rural .

viii. To reduce NRW from 56%oin2019 to 45Yoin2025 for urban and 560/oin 2019 to 48%oin
2025 for rural.

ix. To reduce personnel expenditure as a percentage of O&M costs from 65 %o in20l9 to 60 %
in2025.

x. To ensure Regulatory compliance to I 00% by 2023.
xi. To improve level of corporate govemance performanc e fromTlYo in20l9 to 100% by 2025

and pro-poor from 68%o in 20 I 9 to 7 5%o in 2025 .

The Company achieved some of its performance targets set for the FY 2022-2023 period for its strategic
Table l: Perspective Areas and Strategic Objectives perspectives, as indicated in Table I

xvl
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ActivitiesKey
Performance
Indicators

Objective.Strategic

'Perspective

Construction of
l3,000M3plant for
Urban.

Construction of
new treatment

plants, timely
payments of
bulk water and

electricity bills

Water

Coverage

Improve water coverage

from 55% to 640/o for
urban and 25Yo to 35%o

for rural cost centre.

Financial

Perspective

Construction of Kapsoit

DTF
Sewerage

Coverage

Construction of
at least 5 DTFs,

Expansion of
Sewer network

and connectivity

Increase sewered

sanitation access from

17%to 40%.

Pillar/
issue I

theme/

Restoration of Kipsolu-

Kaptebeswet water

supply infrastructure

Ongoing construction of
Kapsoit Sosiot Water

Pipeline Project

Rationing
program, last

mile

connectivity,

restoration of
water supply,

timely payment

of bills

Billing (Kshs)To Increase Billing and

revenues from Kshs.l7
million per month to

Kshs.2l million per

month for urban and

Kshs 2.6 million to 4

million for rural.

Rapid Result lnitiatives
to collect revenues

conducted

Part payment

agreements,

mass

disconnections,

mass SMSs

Increase

efficiency

Construction of
13,000M3plant for
Urban.

O&Mcost
coverage

To increase O&M cost

coverage to I 00%

145 Meters were

relocated and 250

replaced.

Procurement of I 100 No
water

NRWReduce Non-Revenue

Water (NRW) to 45%

The number of active

connections have

increased by about 800

over the last financial

year and also due to

increased water volumes

from the New Duka

Moja Project

Encourage part

payment to

discourage

disconnections,

enhance last

mile

connections

Metering RatioIncrease the number of
active connections

xvlt

Achievements

Collection
Efficiency

collection

lncrease billing

Meter servicing,

Relocation and

replacement.

Pipeline

replacement

with HDPE,

Smart metering.



Customer

perspective

Hours ofIncrease

Suppty

Hours of supply Adhere to

rationing
programs,

timely payments

of electricity and

bulk water bills,
restoration of
disconnected

areas

Construction of
13,000M3 plant for
Urban. Electricity and

bulk water bills paid.

Improve Drinking water

Quality

Drinking water
quality

Adhere to

sampling

programs, carry
out disinfection

Sampling program

developed. DWQ
increased from 90% to
93%.

Timely customer

complaint resolution
Customer

satisfaction

System

reporting and

resolution to
enhance follow
up.

Customer satisfaction at

68%.

Internal

(process)

perspective

Improve

compliance

regu latory Governance Statutory

deductions,

licences and

permits

Obtained required

licences and permits

from WASREB, WRA,
and NEMA

ICT in Billing Use job cards,

cashless system

Use of GlS, and billing
system, MPESA.

policyDevelop

documents

Corporate

Governance

Develop

Disaster

management

plan, Strategic

Plan, Business

PIan, Metering
Policy etc.

Strategic Plan, Metering
policy, HR manual.

Developed Standard

Operating Procedures

for all the departments

Learning and

Growth

Perspective

Develop and implement
communication policy

Staff
productivity

Formulate

communication
committee

Commun ication
committee in place

Establish Performance

management plan

Staff
productivity

Carry out
performance

appraisal

Performance appraisals

done.

Continuous
training

staff Staff
productivity

Develop training
plan

Stafftrained through

project accompanying

measures
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Each strategic perspective summarized from the strategic themes has objectives and KPIs and are they

are tied into implementing actors who are mostly the management team. The performance targets for
each member of the management are drawn from the strategic perspectives as per the implementing

actors as shown in Table 2. Performance contracts are practised at all level of the Company. The

Integrate

processes
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Managing Director signs performance contract with the Board of Directors and then all Heads of

Department sign with the Managing Director. This is then cascaded to the second line managers and

the lower cadre of employees. The objectives of the performance contracts are in line with the

Company's strategic Plan.

Strategic

Perspective

Objective Performance Target Implementing Actors

Financial

Perspective

Increase Water

Coverage

Last mile connectivity to target

areas

Board of Directors &
Managing Director

Restoration of water supply

infrastructure.

Technical

Manager

Services

For the financial year2022-2023,the Company had focused on three key areas and set some targets to

achieve and a Performance Improvement Plan focussing on the Urban Cost Centre was developed. The

Plan intended to focus on these Key Performance Indicators (KPIs):

a. Non-Revenue Water (NRW)'

b. Water Coverage.

c. Personnel expenditure as a percentage ofOperation and Maintenance Cost.

A number of activities were proposed and a budget for the same drawn. Out of these three, the Company

managed to meet the short-term target for Water Coverage in the urban cost centre. However, NRW

and Personnel expenditure as a percentage of Operation and Maintenance Cost were not achieved.

These have since been planned for the long-term basis.

xlx

Table 2: Example showing how strategic perspectives are linked to performance management system'

Commercial and Finance

Manager & Technical

Services Manager

Adherence to rationing programs



Kericho Water and Sanitation Company Limited
Annual rt and Financial Statements for the year ended June 30,2024

Figure l: NRW Trend for the 2022-2023 Financial Year.

Actual NRW vs Target NRW
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8. CORPORATE GOVERNANCE STATEMENT

KEWASCO operates within good corporate governance standards as stipulated in the Water Services

Regulatory Board (WASREB) corporate govemment guidelines for the water services sector. These

guidelines are in line with 'MWONGOZO'-The Code of Govemance for State Corporations. The latest

Corporate Govemance Assessment done by WASREB ranked the Company among the top three water

Companies in Kenya. The Characteristics of KEWASCO Board is explained by the following sub-

headings:

No of Board Meetings and Attendance

The Board of Directors meet at least four times a year. These full board meetings are each held on

quarterly basis to discuss Company performance reports and minutes as presented by each of the three

Board Committees. The Committees meet four times to discuss departmental reports and make

recommendations for the Full Board's considerations. At times the Chair of the Board may convene

some special Full Board meetings to discuss urgent company issues or to recruit some members of the

management. Board meetings cannot proceed without quonrm and for those members who are not able

to attend send apologies. For cases of the County Govemment representative, if the County Executive

Committee Member (CECM) is not able to attend, he or she sends the Chief Officer (CO) to attend on

behalfas per the guidelines.

Succession plan
KEWASCO has avoided situations where all Board members retire at the same time. This has ensured

that there is institutional memory. One third of the Members other than those from the County are

allowed to retire from office by rotation every year starting from the third year after appointment.

Currently the Board is fully constituted'

Board Charter
The Charter has been adopted by the Company's Board of Directors, to assist the Board and its

commitment in exercising their responsibilities. The Board of Directors review the Charter every three

years and if appropriate revise it from time to time. The Charter spells out the following:

o The Purpose ofthe Board

o General roles and mandate

o The Composition
o Meetings

r Board Calendar

Process of Appointment and Removal of Directors

The process of appointment of directors has been transparent and competitive. Advertisement are

usually made in print media and the Company website.

xxl

Roles and functions of Board

The roles and functions of the Board of Directors are stipulated in the Code of Ethics signed by each

Board Member. The Board of Directors exercises all the powers of the company subject only to the
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limitations contained in the law and the Memorandum and Articles of Association. Some of the

functions that the Board of Directors fulfils include:

o Ensure that through a managed and effective process, board appointments are made that
provide a mix of proficient director, each of whom is able to add value and bring
independent judgment to bear on the decision- making process.

r Monitor and evaluate the implementation of strategies, policies, management business

plans.

o Ensure that company complies with all the relevant laws, regulations and Codes of best

business practice.

. Serve the legitimate interests of the shareholders and other stakeholders and agree on a
policy, or policies determining how the corporation should relate to them.

o Regularly review processes and procedures to ensure the effectiveness of its internal

systems of control, so that its decision-making capability and the accuracy of its reporting
and financial results are maintained at a high level at all times.

o Regularly assess its performance and effectiveness as a whole, and that of the individual
Directors, including the CEO/MD.

. Appoint the CEO/MD and at least participate in the appointment of senior management,

ensure the motivation and protection of intellectual capital intrinsic to the company, ensure

that there is adequate training in the company for management and employees, and a
succession plan for senior management.

. Identify key risk areas and key performance indicators of the business and monitor these

factors.

Induction and Training
All Company Directors receive formal training on their roles, duties, responsibilities and obligations
as well as Board practices and procedures. There are also subsequent trainings involving understanding
water service sector operations, deepening oversight skills in financial management different
compliance requirements that are critical to the company's business.

Board Member performance
Board Members evaluate themselves through self-evaluation once every year in three sections:

Section A: Contains evaluation of the Board by all members and includes: Board responsibility, Board

Operations, Board Effectiveness

Section B: Contains and evaluation format of the Chairperson by other members of the Board.

Section C: Contains an evaluation format of individual members of the Board by the Chairman

Conflict of Interest
Each Board member is expected to declare conflict of interest if any on company matters according to

Chapter six of the Constitution. A Conflict of Interest Book is signed at every time the Board convenes

to conduct the Company Business.

Board Remuneration
For efficiency and act as an incentive to improve performance at oversight level, KEWASCO Board

allowances and remuneration do not exceed 2 oh of the total costs.
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Ethics and Conduct
Each Board member signs Code of Ethics stipulating responsibilities of each Board Member in

ensuring good corporate governance in the Company. These include setting and evaluation of

performance targets of management and approve all organizational systems, policies and procedures

that are in line with the set organizational goals. Each Board Member signs the Code having read,

understood the Code of ethics and undertake to be bound by the Ethics in his or her performance of

duties as a director

Governance audit
The Company plans to conduct governance audit in the next financial years. However, the Company

has been participating in the Champions of Governance organised by Institute of Certified Public

Secretaries for two yeils now and it has performed very well.

xxlll



Kericho Water and Sanitation Company Limited
Annual Report and Financial Statements for the year ended June 30, 2024

9. MANAGEMENT DISCUSSION AND ANALYSIS
SECTION A:

The volume of water produced for the financial year 202212023 increased to 3.8 million cubic meters

from 3.6 million cubic metres in the previous year.

The average Non Revenue Water (NRW) remained at 53o , still off the target of 45Yo for the next five
years. Huge investment is needed to fund the activities proposed in the Company's NRW Reduction

Plan.

In terms of Drinking Water Quality (DWQ), the Company managed to increase the number of tests to

surpass the required number of test based on the water produced. This was to ensure that the DWQ
compliance tends towards l00oZ.

In terms of Revenues, the Company had projected a billing of Kshs. 243.3 million for the year in
consideration that the new tariff will be effective at the beginning of the financial year 202212023 but'
delayed up to March 2023.

With this low revenue collection, the Company was not able to meet some of the budgetary obligations
like the need to reduce on creditor balances especially those related to staff. Therefore, payment of
statutory deductions i.e. PAYE, Pension, lease fees continue to be a challenge. Furthermore, the County

Govemment of Kericho has not been able to fully honour subsidy support agreement for the rural cost

centre for salary harmonization, payment of bulk water supply and electricity bills.

SECTION B:

Company's compliance with statutory requirements

The company strives to ensure that it has fully complied with all the statutory requirements. The Company

has received a two-year licence and started using a new tariff from the month of March2023.

SECTION C:

Key projects and investment decisions the entity is planning/implementing

The continuing projects are :

r Water Sector Development Program (WSDP-LVS) Long term expansion works in Kericho
funded by KFW from Germany and Government of Kenya. This water project upon completion
is expected to serve additional 200,000 people in Kericho County.

r Accompanying Measures Initiative to strengthen managerial performance of KEWASCO. This
project is being undertaken in line with KFW Long term expansion works for Kericho Town.

. Kapsoit-Sosiot Water Pipeline Project funded by Water Fund. This project will increase
coverage.

o Kapkatet Public Sanitation Facility funded by Water Fund. It will improve on sanitation
coverage

Some of the upcoming projects that the Company is and other development partners is planning to
implement include:

xxl v

The company's operational and financial performance.



Kericho Water and Sanitation Company Limited
Annual Report and Financial Statements for the year ended June 30, 2024

. . Rinamoi water pipeline Project, which is to be funded by SK Kawani shi and JICA. The project

The company's operations exposes it to the following types of risk

Operational Risk
This is the risk faced in the normal operations when carrying out business. The major risks include high

NRW, unreliable water sources due to drought, and power cut/outage, dilapidated infrastructure and high

cost of chemicals. Other risks in this category are include inadequate Human Resource Integrated, and

personnel safety risk, machine safety risks.

Financial Risk
The major financial risk is the debt default by our customers, loss of revenue through illegal connections'

bursts and leakages leading to high Non-Revenue water.

Lastly is the legal risk. This is the risk that creditors may take the company to court for non-payment.

SECTION E

SECTION F

Material Arrears in Statutory/Financial obligations

The company faces financial challenges such that it has not been able to clear its outstanding debts. The

statutory obligations relates to

o Retirement Benefit Obligations

. Pay As You Earn

o Payments to Lake Victoria South Water Works Development Agency.

o Water Resource Management

e Water Services Regulatory Board

o Staffsalaries and deductions

The company's financial probity and serious governance issues

Currently the Company has complied with the corporate governance guidelines as set out by the Water

Services Regulatory Board and Mwongozo.

xxv
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IO. ENVIRONMENTALANDSUSTAINABILITYREPORTING

Kericho Water and Sanitation Company endeavours to transform lives through provision of safe

drinking water and proper/improved sanitation services. Our core business is supply of safe drinking

water and provision of proper and improved sanitation services. The mission of the Company is to
efficiently provide sustainable water and sanitation services to the customers in a safe, reliable,

adequate and affordable manner. This is our purpose and driving force in everything that we do.

Customer focus is one of our five core values. As a Company and a business, our services directly
affect the lives of the people who are our customers. Any activity that we undertake must therefore put

the customers' needs and expectations first into consideration. This principle of customer focus is what
guides us to deliver our mandate; putting the customer first in supplying water and sanitation services

and improving operational excellence. Below is a brief highlight of our achievements in this regard:

i. Sustainability strategy and profile -
The Company strives to meet the water demand of the population in service provision area with
the insufficient supply obtained from an environment facing challenges of degradation and

pollution brought about by climate change as well as human activity. We abstract a portion of
raw water for treatment ensuring the rest of water in the river is available for the downstream

flora and fauna. The infrastructural losses are minimized to ensure maximum available supply

for optimal revenue for realization of financial obligations avoiding dependence on donations

and subsidies. Most importantly we have ensured through compliance monitoring that our
overall activities do not adversely affect the environment.

The top management especially the accounting officer should make reference to sustainable

efforts, broad trends in political and macroeconomic affecting sustainability priorities,
reference to intemational best practices and key achievements and failure.

ii. Environmentalperformance
Though the Company does not have its own environmental policy, it is being regulated by
Water Resources Authority and National Environmental Management Authority. These two
organizations issue annual licences only after certain requirements are met by the Company.

For instance to get an Effluent Discharge Licence the Company must conduct Environmental

Impact Assessment and demonstrate that its system is able to treat wastewater to discharge

standards which will not cause pollution to the receiving environment. The Company has a

valid Effluent Discharge Licence which is renewed annually. One of the major challenges with
regard to management of waslewater is absence of pre-treatment system from industries,

hospitals and other premises as requirement by National Environmental Management

Authority. This presents negative effects to the performance of the sewerage system thus may

lead to pollution of the environment by effluent not meeting discharge requirements. The

advantage ofour sewerage system is that it has a tertiary treatment stage involving lagoonsjust
to improve the quality of effluent to meet the standards.

iii. Employee welfare
KEWASCO is one of the Companies in the Country whose employees are better paid and have

substantively good packages and rewards. The Company implements negotiated Collective
Bargaining Agreements every two years.
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tv

.the hiring process takes into account qualifications, experience and gender ratio as per its

Human Resource manual which is reviewed once every five years. Promotions from one scale

to the other and other rewards are done based on performance appraisal system.

In an effort to improve skills of its employees, the Company has developed a training calendar

of its staff to attend trainings, workshops and benchmarking exercises both locally and

intemationally. Training Needs Assessment is conducted arurually to establish gaps in skills

and knowledge among employees. The Company also has Safety Committee that ensures

compliance on safety as per Occupational Safety and Health Act of 2007,

Market place practices-
The Company practices best market practices through the following efforts:

a) Responsible competition practice.

o For all entrepreneurs that seek to provide similar services within the Company's

Service Provision Area, the Company gives them a letters of 'no objection' as

per Water Resources Authority requirements.

r The Company has anti-comrption policy and whistle-blower policy to ensure

best practices in the market.

o The Company does not involve itself in political activities and the County

Government being the owner, does not interfere with the affairs of the Company.

However, from time to time is summoned by the County Govemment or the

County Assembly to respond to no-political queries pertaining to its

performance.

b) Responsible Supply chain and supplier relations-

AII procurement procedures in the Company are done as per Public Procurement and

Asset Disposal Act 2015, its regulations, Constitution of Kenya 2010 and relevant legal

frameworks. These stipulated practices ensure that the Company maintains good

business practices and relationship with all the suppliers and contractors. In terms of
honouring payments to suppliers, the Company strives to promptly pay them even in

the midst of cash flow challenges..

c) Responsible marketing and advertisement-

The Company source for advertising firms competitively. The Company promotes its

goods, services and activities in a responsible manner and customers get full

information. Advertisement and marketing is usually done through print media,

Company website, and open days among others' Water Services Regulatory Board

(WASREB) regulates water and Sanitation Services. Additionally, the Company

involve its stakeholders in all major decisions that will affect them.

d) Product stewardship-

The Company strives to ensure that all its products and services meet the consumer

standards by customers. This is the reason why there is regulation by WASREB to

ensure that whatever the customers receive at the line of the supply pipe is of good

quantity and quality since it's their right enshrined in article 43 ofthe Constitution and

stipulated in the Sustainable Development Goal number 6
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Corporate Social Responsibility/Community Engagements-

The Company usually engages the Community in a number of ways:

o Training-the Company offers free training to primary school, high school and tertiary

institutions students who visit its facilities to learn.

o The Company also offers industrial attachment to the students in colleges and

universities. These trainings equip the beneficiaries with the hands-on experience

required for employment.

o The Company also offer technical advice to community development water projects like
river springs and boreholes.

l,
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I.' REPORT OF THE DIRECTORS

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

30,2023, which show the state of the company's affairs.

i) Principalactivities
The principal activities of the entity is to provide water and sewerage services within Kericho County

ii) Results

The results of the company for the year ended June 30,2024 are set out on page l-6. Below is summary

of the profit or loss made during the year.

iii) Dividends
The company has not declared dividends for the year ended June 30, 2024 dte to the deficit the

company has made.

iv) Directors
The members of the Board of Directors who served during the year are shown on page vii In accordance

with Regulation of the company's Articles of Association.

v) Auditors
The Auditor General is responsible for the statutory audit of the Company in accordance with Article

229 of the Constitution of Kenya and the Public Audit Act 201 5 to carry out the audit of the Company

for the year/period ended June30,2024.

By Order of the Board

Name kqir..CLs s.fu
Signature

Date......
Secretary to the Board

h2f
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REPORT OF THE AUDITOR.GENERAL ON KERICHO WATER AND SANITATION
COMPANY LTD FOR THE YEAR ENDED 30 JUNE, 2024

PREAMBLE

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

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

B. Report on Lawfulness 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 intemal
operations. This responds to the effectiveness of the governance structure, risk
management environment and internal controls, developed and implemented by those
charged with governance for orderly, efficient and effective operations of the entity.

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

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

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of Kericho Water and Sanitation
Company Limited set out on pages 1 to 40, which comprise the statement of financial

Report of the Auditor-Cenerol on Kericho ll/ater and Sanitation Company, Ltdfor the year ended 30 June, 2024



position as at 30 June,2024 and the statement of profit or loss and other comprehensive
income , statement of changes in equity, statement of cash flows and statement of
comparison of budget and actual amounts for the year then ended and a summary of
significant accounting policies and other explanatory information in accordance with the
provisions of Article 229 of the Constitution of Kenya and Section 35 of the Public Audit
Act, 2015. I have obtained all the information and explanations which to the best of my
knowledge and belief, were necessary for the purpose of the audit.

ln my opinion, except for the effect of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of Kericho Water and Sanitation Company Limited as at
30 June,2024 and of its financial performance and its cash flows for the year then ended,
in accordance with lnternational Financial Reporting Standards and comply with the
Companies Act, 2015, the Water Act, 2016 and the Public Finance Management Act,
2012.

Basis for Qualified Opinion

1. lnaccuracy of Operating Revenue

The statement of profit or loss and other comprehensive income reflects operating
revenues amounting to Kshs.229,072,438 as further disclosed in Note 7 to the financial
statements. However, the amount differs with the invoice bills generated from revenue
system totalling Ksh.220,909,892 resulting to unexplained variance of Kshs.8,162,546.

ln the circumstance, the accuracy and completeness of the operating revenues totalling
Kshs.229,072,438 could not be confirmed.

2. lnaccuracy of Grants lncome

The statement of profit or loss and other Comprehensive income reflects grants income
amounting to Kshs.8,945,870 as further disclosed in Note 8 to the financial statements.
However, the amount differs with the ledger balances amounting to
Ksh. 1 2,635,704 resulting to unexplained variance of Kshs.3,689, 834.
ln the circumstance, the accuracy and completeness of grants income amounting to
Kshs.8,945,870 could not be confirmed.

3. lnaccuracy of Gross Salary and Allowances

The statement of profit or loss and other comprehensive income reflects staff costs
amounting to Kshs.156,076,462. The amount includes gross salary and allowances
amounting to Kshs.123,124,881 as disclosed in Note 10 to the financial statements.
However, the gross salary and allowances amount differs with payrolls' gross salary and
allowances amounting Kshs.121 ,426,767 resulting in unexplained variance of
Kshs.1,698,114.

ln the circumstances, the accuracy and completeness of gross salary and allowances
amounting to Kshs.123,124,881could not be confirmed.

Report of the Auditor-General on Kericho lYater and Sanitation Company Ltd for the year ended 30 June, 2024
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4. lnaccuracy in Board Expenses

The statement of profit or loss and other comprehensive income reflects board expenses
totalling Kshs.353,940. However, the amount differs with the supporting schedule amount
of Kshs. 1 ,102,340, resulting in unexplained variance of Kshs.748,400.

ln the circumstance, the accuracy and completeness of board expenses amount of
Kshs.353,940 could not be confirmed.

5. Inaccuracy of lnfrastructural Networks

The statement of profit or loss and other comprehensive income reflects maintenance
expenses amounting to Kshs.10,675,370. The amount includes infrastructural networks
totalling Kshs.4,400,662 as disclosed in Note 13 to the financial statements. However,
the infrastructural networks expenditure includes consumables pipeline and repairs
materials, and closing stock-others amounting to Kshs.11,211,381 and Kshs.2,524
respectively which are not expenditure by nature but inventories.

Further, the infrastructural networks' amount is net of inventory adjustments and inventory
cost variance of Kshs.7,348,457 and Kshs.38,512, respectively, all totalling
Kshs.3,826,936 which were not supported by journal vouchers.

ln the circumstance, the accuracy and completeness of infrastructural networks
amounting to Kshs.4,400,662 could not be confirmed.

6. Property, plant and Equipment

The statement of financial position reflects property, plant and equipment totalling
Kshs.81,112,868 as further disclosed in Note 16 to the financial statements. However,
the amount excludes the value of motor vehicles with a Net book value of Kshs.8,997 ,382.

Further, note 16 to the financial statements reflects meters net book values amounting to
Kshs.29,850,425 which differs with the assets register balance of Kshs.30,218,796
resulting in unreconciled variance of Kshs.368,371. Similarly, the Note reflects water/
sewer pipeline amounting to Kshs.13,819,509 which differs with the assets register
balance of Kshs.29,651 ,815 resulting in unreconciled variance of Kshs.1 5,832,306.

ln the circumstance, the accuracy and completeness of the property, plant and equipment
totalling Kshs.81,843,857 could not be confirmed.

7. lnaccuracy of Inventories

The statement of financial position reflects inventories totalling Kshs.8,094,627 as further
disclosed in Note 18 to the financial statements. However, the amount differ with the
annual stock taking report inventories amounting to Kshs.7,980,898 resulting in
unexplained variance of Kshs.1 13,729 as shown below:



Item
Group ltem Description

Amount in
the Financial

Statements
(Kshs)

Amount in
the Annual

Stock
Taking
Report
(Kshs)

Variance
(Kshs)

CL Cleaning Materials 230,456 55,459 174,997
Clothing and Uniform 12,760 16,470 (3,710)

CCO Computer Consumables 656,745 430,606 226,139
PF Pipes and fittinqs 4,489076 4,29s,670 193,406
ST Stationery and General Use 350,321 347,326 2,995
TL Tools 54,035 75,514 (21,479)
WC Water Chemicals 350,679 534,053 (183,374)

Water Meters 1,950,555 2,225,800 (275,245)
Total 8,094,627 7,980,898 113,729

ln the circumstance, the accuracy and completeness of the inventories totalling
Kshs.8,094,627 could not be confirmed.

8. lnaccuracy of Trade and Other Receivables

The statement of financial position reflects trade and other receivables totalling
Kshs.249,238,257 as disclosed in Note 19 to the financial statements. However, the
amount differs with the trade and other receivables ledger totalling Ksh.275,019,877
resulting to an unexplained variance of Ksh.25,781,620.

Further, no provisions have been made were made for bad and doubtful debts. This was
contrary to Policy h of the summary of accounting policies of the financial statements
which states that trade and other receivables are recognized at fair values less
allowances for any uncollectable amounts.

ln the circumstances, the accuracy completeness and existence of trade and other
receivables totalling Kshs.249,238,257 could not be confirmed.

9. lnaccuracy of Bank and Cash Balances

The statement of financial position reflects bank and cash balances totalling
Kshs.17,087,531 as further disclosed in Note 20 to the financial statements. However,
amount does not include a bank balance amounting to balance Kshs.10,956,353 reflected
in bank statements of a bank account held in a commercial bank.

Further, as reported in the previous year, the bank and cash balances totalling
Kshs.17,087,531 includes bank account balances totalling Kshs.5,669,743 held in three
(3) bank accounts which were frozen due to litigations.

ln the circumstance the accuracy, completeness and existence of bank and cash
balances totalling Kshs.17,087,531 could not be confirmed.

Report of the Auditor-General on Kericho lYater and Sanitation Company Ltd for the year ended 30 June, 2024
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10. Unsupported Ordinary Share Capital

The statement of financial position reflects ordinary share capital totalling Kshs.8,100,000
as further disclosed in Note 21 to the financial statements. Review of records revealed
that the Company was incorporated on 15 October, 1997 through certificate no. C.78354.
However, no documentary evidence in support issuance and payment of the shares was
provided. The share certificates were also not provided.

ln the circumstances, the accuracy and ownership of ordinary share capital totalling
Kshs.8,100,000 could not be confirmed.

11. Unsupported Trade and other Payables

The statement of financial position reflects trade and other payables totalling
Kshs.254,6'16,332 The amount includes trade payables amounting to Kshs.48,900,618
as disclosed in Note 27 lo lhe financial statements. The trade payables amount includes
outstanding electricity supply bills amounting to Kshs.7,859,459 which has accrued from
Tililbei Cost Centre since the year 2018. However, the electricity bills were not provided.

Further, the amount includes other payables amounting to Kshs.99,398,591 as disclosed
in Note 27 to the financial statements. The other payables includes refuse bills owed
Kericho County Government amounting to Kshs.36,102,427 which dates back to
200212003 financialyear. However, no contract agreement between the Kericho County
Government and Company was provided showing the terms and condition of billings,
collection, and remittance to County Government on garbage collection .

ln addition, the other payables includes Kshs.20,807,326 payable to Water Services
Regulatory Board (WASREB) which differs with the ledger amount of Kshs.25,186,790
resulting to unexplained variance of Kshs.4,379,464.

ln the circumstances, the accuracy ,completeness and existence of trade and other
payables amounting to Kshs.254,616,332 could not be confirmed.

The audit was conducted in accordance with lnternational Standards for Supreme Audit
lnstitutions (lSSA|s). I am independent of the Kericho water and sanitation Company
Limited Management in accordance with ISSAI 130 on the Code of Ethics. I have fulfilled
other ethical responsibilities in accordance with the ISSAI and in accordance with other
ethical requirements applicable to performing audits of financial statements in Kenya. I

believe that the audit evidence I have obtained is sufficient and appropriate to provide a
basis for my qualified opinion.

Materia! Uncertainty Related to Going Concern

The statement of financial position reflects current assets and liabilities totalling
Kshs.274,420,415 and Kshs.310,446,857 respectively, resulting in negative working
capital of Kshs.36,026,442. This is an indication of the existence of material uncertainty
which casts doubt on the Company's ability to continue to operate as a going concern
and meet its obligations as and when they fall due.

ln the circumstances, the continued ability of the Company to continue to operate is
dependent on continued County Government Support.
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The statement of comparison of budget and actual amounts reflects total final budget and
actual on comparable basis amounting to Kshs.299,412,304 and Kshs.240,169,711,
respectively, resulting in underfunding totalling Kshs.59,242,593 or approximately twenty
percent (20%) of the budget. Similarly, the statement reflects total final expenditure
budget and actual on comparable basis amounting to Kshs.299,412,304 and
Kshs.247,930,658, respectively, resulting to under-expenditure of Kshs.51,481,646 or
seventeen percent (17%) of the budget.

The under-funding and under-expenditure affected implementation of the planned
projects and programs and may have impacted negatively on service delivery to the
public.

My opinion is not modified in respect of this matter.

Key Audit Matters

Key audit matters are those matters that, in my professional judgement, are of most
significance in the audit of the financial statements. Except for the matter described in the
Basis for Qualified Opinion section, I have determined that there are no other key audit
matters to communicate in my report.

Other Matter

Unresolved Prior Year Matters

ln the audit reports of previous year, forty (40) issues were raised under the Report on
Financial Statements, Emphasis of Matter, Other Matter, Report on Lawfulness and
Effectiveness in use of Public Resources, and Report on Effectiveness of lnternal
Controls, Risk Management and Governance. However, Management has not resolved
the issues or given any explanation for failure to resolve the issues.

Other lnformation

The Directors are responsible for the Other lnformation set out on page iii to xxix which
comprise of Key Entity lnformation, The Board of Directors, Key Management Team,
Chairman's Statement, Report of the Managing Director, Statement of Performance
Against Predetermined Objectives, Corporate Governance Statement, Management
Discussion and Analysis, Environmental and Sustainability Reporting, and Report of the
Directors..

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

conclude that there is a material misstatement of this Other lnformation, I am required to
report that fact. I have nothing to report in this regard.
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My opinion on the financial statements does not cover the Other lnformation and
accordingly, I do not express an audit opinion or any form of assurance conclusion
thereon.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN THE USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the 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 lawfully and in an effective way.

Basis for Conclusion

1.Non-Compliance with the One Third Gender Rule and Law on Ethnic Diversity

Review of records revealed that the Company had one hundred and sixty-three (163)
employees out of which fifty-one (51) or thirty one percent (31% were female. This was
contraryto Part B.26(2)of the County Public Service Human Resource ManualMay,2013
which states that the County Government shall endeavor to have a non-discrimination in
the County Public service by ensuring that not more than two thirds (213) of vacant posts
are filled by either gender in the County Public Service.

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

2. Non-Remittance of Statutory Deductions and Other Deductions

The statement of financial position reflects trade and other payables totalling
Kshs.254,616,332. The amount includes employee payables amounting to
Kshs.105,747,937 as disclosed in Note 27 to the financial statements. The employee
payables amount includes unremitted statutory deductions and other deductions totalling
Kshs.93,141,151 which remained outstanding formorethan one and half years. Thiswas
contrary to Section 19(a) of the Employment Act, 2007 which provides that, an employer
who deducts an amount from an employee's remuneration shall pay the amount so
deducted in accordance with the time period and other requirements specified in the law.

ln the circumstance, Management is in breach of the law.

3. Non-Revenue Water

The statement of profit or loss and other Comprehensive income reflects operating
revenue of an amount of Kshs.229,072,438 which includes an amount of
Kshs.173,063,982 in respect of water sales and as disclosed in Note 7 to the financial
statements. Review of the water production records revealed that I 4,799,035 cubic
meters (m 3) was produced but only 2,029,009 cubic meters (m 3) were billed to
customers resulting lo 2,770,026 cubic meters or fifty eight percent ( 58 % )of the
produced water was not billed to customers. The unbilled water is thirtythree (33%)
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above the allowable loss of twenty five percent (25%). The loss of 33% of the water
produced at an average billing rate of Kshs.72 per (m3) resulted to a loss of sales
estimated at Kshs. 1 99,41'1,872.

Further, a review of the financial statements in respect of the Managing Director's report
revealed that the company lost 2,531,230 (m3) which differed with the volume of
2,770,026 (m 3) reflected in water production statements resulting to unexplained and
unreconciled variance of 238,796 (m 3) of non-revenue water.

The large ration of the unaccounted-for water implies that the Company's water
distribution system was inefficient during the year under review.

4. Unmetered Connections

The statement of profit or loss & other comprehensive income for the year ended
30 June, 2024 reflects operating revenue amounting to Kshs.229,072,438. The amount
includes water sales totalling Kshs.173,063,982 as reflected in Note 7 to the financial
statements. Review of records revealed sales amounting to Kshs.33,150,438 from
unmetered connections. No report was made to the Water Service Board and the Water
Services Regulatory Board (WASREB). This was contrary to Regulation 44 of Model
Water Service Regulations developed by Water Services Regulatory Board (WASREB)
which states that where consumers have an un-metered supply of water from the water
service provider, the consumer shall pay the water bills charged by the water service
provider in accordance with the tariffs approved by the Regulator. The water service
provider shall ensure that all connections shall be metered within one year and shall
provide a report to the water service board and the Regulator on the progress with the
provisions of this Regulation charge.

ln the circumstance, Management is in breach of the law.

5. Delayed Completion of Kapkatet Public Sanitation Facility Project

Review of procurement and financial records revealed that the contract for the
construction of Kapkatet public sanitation facility project at a cost of Kshs.5,398,061 was
awarded on 31 March, 2023 for a contract period of four (4) months ending on
3 August, 2023. The contractor had been paid Kshs.2,056,404 or 38% of the contract
sum to date. However, physical verification of the project on 25 November, 2024,
approximately eighteen (18) months after the completion date revealed that electrical
installation, fittings, floor tiles, water piping, door fitting, windows, toilet fittings and
drainage works provided for in the Bills of Quantities were not completed and the
contractor was not on site.

ln the circumstances, value for money on the expenditure of Kshs.5,398,060.59 on
construction of the public sanitation facility could not be confirmed.

6.Failure to Hold Meetings

During the year under review, the Company did not hold an Annual General meeting
contrary to Section 310(1) of the companies Act 2015, which provides that every public
company shall hold a general meeting within six (6) months from and including the day
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following its accounting reference date in each year, whether or not it holds other
meetings during that period.
Further, the Board held one (1) full board meeting on 11 August, 2023 conlrary to the
statutory requirement to hold four (4) sittings in a year.

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

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

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1Xa) of the Public Audit Act, 2015, based on the audit
procedures performed, I confirm that nothing has come to my attention to cause me to
believe that internal controls, risk management and governance were not effective.

Basis for Gonclusion

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

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

Conclusion

As required by the Companies Act, 2015, I report, based on my audit, that:

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

ii. The information given in the Directors' report on pages i to xxix is consistent with
the fi nancial statements.

The Companies Act, 2015 requires that I report on the legalor regulatory requirements,
or on performance information disclosed. These matters require expressing a separate
opinion as to the Company's compliance with laws and regulations. I believe that the audit
evidence I have obtained is sufficient and appropriate to provide a basis for my
conclusion.

Responsibilities of Management and Board of Directors

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

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

Management is also responsible for the submission of the financial statements to the
Auditor-General in accordance with the provisions of Section 47 of 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 Directors are responsible for overseeing the Company's financial reporting
process, reviewing the effectiveness of how Management monitors compliance with
relevant legislative and regulatory requirements, ensuring that effective processes and
systems are in place to address key roles and responsibilities in relation to governance
and risk management, and ensuring the adequacy and effectiveness of the control
environment.

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

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

consider the entity's control environment in order to give an assurance on the
effectiveness of internal controls, risk management and governance processes and
systems in accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 2015.
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Further, I am required to submit the audit report in accordance with Article 229(7) of the
Constitution.

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

FCPA a BS
AUDITOR-GENERAL

Nairobi

30 December,2024
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Kericho Water and Sanitation Company Limited
Annual Repo rt and Financial Statements for the year ended June 30, 2023

13. STATEMENT OF PROFIT OR LOSS & OTHER COMPREHENSIVE INCOME FOR THE

YEAR ENDED 30 JUNE 2024.

Note 2023-2021 2022-2023

Kshs Kshs

Revenue

Operating Revenue 7 t93,463,96s

Grants Income 8 8,945,870 t6,460,389

Other Income 9 2,15t,403 1,074,624

Total Revenue 210,169,711 210,998,979

Expenses

Staff Costs l0 156,076,462 t59,916.2t t

General and Operations expenses lt 60,308,367 69,437,612

Board Expenses t2 353,940 2,517,460

Maintenance Expenses l3 10,675,370 t8,241,162

Depreciation and Amortization expenses t4 5,'136,775 5,309,400

Finance Costs t5 28,883 174.009

Total Expenses 233,119,798

Profit/(Loss) Before Taxation 6,989,9 t 3 (44,596,875)

Profit/(Loss) After Taxation 6,989,913 (44,596,87s)

Other Comprehensive Income

ProfiV (Loss) After Taxation 6,989,9 r 3 (44,s96,87s)

Surplus Or Deficit On Revaluation Of PPE

Total Comprehensive Income For The Year 6,989,913 (44,596,875)

229,072,438

255,595,8s3



Kericho Water and Sanitation Company Limited
Annual Report and Financial Statements for the year ended June 30, 2024

14. STATEMENT OF FINANCIAL POSITION AS AT 30 JUNE 2024

ial statements were approved by the Board on 28n September 2024 and signed behalf bv

t7,260,96'7

250,701,283

333,592,527

87,821,914

I
Sir Kelly Cher Kibii c pkwony Siele

Managing Director
Ph gate

2

Note 2023-2024 2022t2023

Kshs Kshs

ASSETS

Non-Current Assets

Property, plant and equipment l6 8t,l12,868

lntangible assets l7 730.989 9t3.736

8l,843,857 82,888,2{ I

Current Assets

Inventories I8 8,094,627 4,874,99'7

Trade and receivable l9 249,238,2s7 228,568,319

Bank and cash balances 20

Total Current Assets 274,420,415

TOTAL ASSETS 356,261,212

EQUITY AND LIABILITIES

Ordinary share capital 2l 8, 100,000

Revaluation reserve 22 7,665,670 7,665,6'10

Capital Reserve 67,813,648

Retained earnings 23 (t47,524,564) (154,5t4,4'.78)

Total Capital and Reserves (63,91s,246) (71,752,t68)

Retirement Benefits 26 t04,212,t96 84,38'7.197

25 5,550,465 3,434,7 t7

Total Non-Current Liabilities 109,762,66t

Current Liabilities

Borrowings
24 0

Provisions
25 6,43t,233 7,464,932

Retirement benefi t obl igations
26 15.758.164 t9,824,999

Trade and other payables
27 254,6t6,332 252.979,812

Refundable Deposits and Prepayments
28 32,250,472 34,926,189

Deferred Income
29 1,390,656 749,392

Total Current Liabilitics 310,,t46,857 317,522,782

TOTAL EQUITY AND LIABILITIES 356,264,272 333,592,527

Chairman BOD
yot

ICPAK M/No I l5E5 Commcrcial & Financc lllanflgcr

81.974,505

Total Non-Current Assets

17,087,531

Capital and Reserves

8, r00.000

66,996,639

Non-Current Liabilities

Provisions

H

ll

1,577 ,458
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15. STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDED 30 JUNE 2024

Ordinary share
capital

Revaluation
reserve

Capital
Reserves

Retained earnings Total

As at July 1,2022 8,100,000 7,665,670 57,197,085 (l10,440,251) (37,477,496)

Profit for the year (44,596,875) (44,596,875)

Capital/Development grants received during the
year 11,611,4t7 ll,6ll,4l7
Transfer of depreciation/amortisation from capital
fund to retained earn ings (1,8r 1,863) ( 1,811,863)

28r,897 281,897

As at June 30,2023 8,100,000 7,665,670 66,996,639 (154,514,478) (71,752,168 )

As at July 1,2023 8,I 00,000 7,665,670 66,996,639 (rs4,sr4,478) (71,752,168)

Profit for the year 6,989,91 3 6,989,913

Capital,/Development grants received during the
year 2,290,404 2,290,404

Transfer of depreciation/amortisation from capital
fund to retained eamings (1,4'73,39s\ (1,473J95)

PPE

As at June 30,2024 8,100,000 7,665,670 67,,813,648 (147,524,564\ (63,945246)

--)

Prior year adjustment on PPE



Kericho Water and Sanitation Company Limited
Annual Report and Financial Statements for the year ended June 30, 2024

16. STATEMENT OF CASH FLOWS FOR THE YEAR ENDED 30 JUNE 2024

Note 2023-2024 2022-2023

Kshs

OPERATING ACTIVITIES

Cash generated from/(used in) operations 30 6,83t,337 l'7,6t4,02s
Net cash generated from/(used in) operating activities 6,831,337 11,614,025
INVESTING ACTIVITIES

Purchase of property, plant and equipment l6 (s,427,3ts) (t5,432,41s)
Purchase of Intangible Asset

Net cash generated from/(used in) investing activities (5,427,315) (15,432,415)

FINANCING ACTIVITIES

7,816,376

Proceeds from issues of new share capital

Proceeds from borrowings

Repayment of borrowings ( 1,s77,4s8) (6,238,9 r 8)

Net cash generated from/(used in) financing activities ( I,577,458) 1,s77,457
INCREASE(DECREASE) IN CASH AND CASH
EQUIVALENTS (173,436) 3,759,067

CASH AND CASH EQUIVALENTS AT BEGINNING
OFYEAR

20

t7,260,967 1 3,50 1 .900
CASH AND CASH EQUTVALENTS AT END OF THE
YEAR

20

17,087,53I 17,260,967

4

Kshs

F
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17. STATEMENT OF COMPARISON OF BUDGET & ACTUAL AMOUNTS FOR THE PERIOD ENDED 30 JUNE 2024 .

Budget notes:
o Operating revenue was not achieved due to bulk Water Supply disconnection and power disconnections in the rural cost centre

and drouglrt period in the urban cost centre during the financial year
o Grant income was not achieved due to non-remittance of bulk water supply, elecnicity and salary €uretlrs for the rural cost centre.

r General operations and maintenance expenses were also not achieved because of disrupted operation due to the disconnections

that affected water supply.

5

Adjustments Final budget Actual on comparable
basis

Performance
d iffe rence

o/" ol
utilization

2023t2024 2023/2021 2023t2021 2023t2021

Revenue Kshs Kshs Kshs Kshs Kshs Xxxo/o

Operating Revenue 233,890,283 233,890,283 229,072,438 4,8 17,845 98

Grants Income 63,565,621 63,565,62t 8,945,870 54,6t9,751 t4

Other lncome 1,956,400 2,15t,403 195,003 u0

Total Revenue 299,112,304 299,4t2301 240,169,71t 59,,242,593 80

Expenses

Staff Costs 166,708,395 t56,076,462 10,63 r ,933 94

General and Operations
expenses

91,669,000 9l ,669,000 60,308,367 3l,360,633

Board Expenses 2,266,000 353,940 t,9t2,060 l6

Maintenance Expenses l r,855,000 l r,8s5,000 t0,675,370 t,179,630 90

Depreciation and Amortization
expenses

5,736,715 5,736,775

Finance Costs 30,000 28,883 I,l r7 96

Total Recurrenl Expenditure 272,s28,395 272,528,395 233,179,198 39J48,s97 86

Profit or Loss 26,883,909 26,883,909 6,989,913 19,893,996

Capital Expenditure 26,883,909 26,883,909 14,750,860 t2,133,049 55

Total Expenditure 299,412,304 299,412,304 247,930,658 83

Original budget

l,956,400

166,708,395

66

2,266,000

30,000

51,481,646
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18. NOTES TO THE FINANCIAL STATEMENTS

2. Statement of Compliance and Basis of Preparation
The financial statements have been prepared on a historical cost basis except for the measurement al

re-valued amounts of certain items of property, plant and equipment, marketable securities and financial
instruments at fair value, impaired assets at their estimated recoverable amounts and actuarially

determined liabilities at their present value. The preparation of financial statements in conformity with
International Financial Reporting Standards (IFRS) allows the use of estimates and assumptions. It also

requires management to exercise judgement in the process of applying the Company's accounting

policies. The areas involving a higher degree of judgement or complexity, or where assumptions and

estimates are significant to the financial statements, are disclosed in Note 5.

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

and reporting currency ofthe Company. The figures are rounded to the nearest Kenyan shilling.
The financial statements have been prepared in accordance with the PFM Act, the State Corporations

Act, Water Act 2016 and the Company's Act and Intemational Financial Reporting Standards (IFRS).

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

6

1. General Information
Kericho Water and Sanitation Company Ltd is established by and derives its authority and

accountability from the Companies Act Cap 486. The company is wholly owned by the County

Government of Kericho and is domiciled in Kenya. The entity's principal activity is to provide water

and sanitation services.

For Kenyan Companies Act reporting purposes, the balance sheet is represented by the statement of
financial position and the profit and loss account by the statement of profit or loss and other

comprehensive income in these financial statements
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

3. Application of New and Revised International Financial Reporting Standards (IFRS)
New ond amended standards and interpretations in issue and effeclive in the yeor ended 30 lune 2024.

The Directors have assessed the applicable standards and amendments. Based on their assessment of impact of application of the above, they do

not expect that there will be a significant impact on the company's financial statements.

Title Description Effective Date

Amendments to IAS I titled

Classification of Liabilities as

Current or Non-current (issued in

January 2020, amended in October

2022)

The amendments, applicable to annual periods beginning on or

after I st January 2024, clarify a criterion in IAS I for classifiing a

liability as non-current: the requirement for an entity to have the

right to defer settlement of the liability for at least l2 months after

the reporting period

The amendments are effective for annual periods

beginning on or after January 1,2024. Earlier

application is permitted.

The amendment, applicable to annual periods beginning on or after

lst January 2024, requires a seller-lessee to subsequently measure

lease liabilities arising from a leaseback in a way that it does not

recognise any amount ofthe gain or loss.

The amendments are effective for annual periods

beginning on or after January 1,2024. E arlier

application is permitted.

Amendments to IAS I titled Non-

current Liabilities with Covenants

(issued in October 2022)

The amendments are effective for annual periods

beginning on or after January 1,2024. Earlier

application is permitted.

l

Amendment to IFRS l6 titled Lease

Liability in a Sale and Leaseback

(issued in September 2022)

The amendmens, applicable to annual periods beginning on or

after I st January 2024, improve the information an entity provides

about liabilities arising from loan arrangements for which an

entity's right to defer settlement of those liabilities for at least

twelve months after the reporting period is subject to the entity

complying with conditions specified in the loan arrangement.
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4. New and amended standards and interpretations in issue but nol yet effective in the year ended 30 June 2024.

(The Directors do not plan to apply any ofthe above until they become effective. Based on their assessment of the potential impact of application ofthe above, they do not

expect that there will be a significant impact on the company's financial statements).

Early adoption of standards

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

t.

IFRS l8 Presentation and

Disclosure in Financial statements

The objective of IFRS l8 is to set out requirements for the

presentation and disclosure of information in general purpose

financial statements (financial statements) to help ensure they

provide relevant information that faithfully represents an entity's

assets, liabilities, equity, income and expenses.

The new standard is effective for annual periods

beginning on or after January 1,2027. Earlier

application is permitted.

8
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NOTES TO THE FINANCIAL STATEMENTS (Continues)

5. Summary of Accounting Policies

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

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

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

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

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

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

products/services and collectability ofthe related receivables is reasonably assured.

iD Grants from Government Entities are recognised in the year in which the Company

actually receives such grants. Recurrent grants are recognized in the statement of

comprehensive income. Development/capital grants are recognized in the statement of
financial position and realised in the statement of comprehensive income over the useful

life ofthe assets that has been acquired using such funds.

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

securities, and is recognised in profit or loss on a time proportion basis using the effective

interest rate method.

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

receive the payment is established.

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

interest implicit in lease agreements.

vr) Other income is recognised as it accrues.

b) In-kindcontributions
In-kind contributions are donations that are made to the Company in the form of actual goods

and/or services rather than in money or cash terms. These donations may include vehicles,

equipment, utilities or personnel services. Where the financial value received for in-kind

contributions can be reliably determined, the Company includes such value in the statement of
comprehensive income both as revenue and as an expense in equal and opposite amounts;

otherwise, the contribution is not recorded but disclosed.

c) Property, plant and equipment
All categories of property, plant and equipment are initially recorded at cost less accumulated

depreciation and impairment losses.

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

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

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

below:

a)

9
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items in an asset category are re-valued through periodic valuations carried out by independent

external valuers.

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

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

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

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

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

carrying amount of the items, and are recognised in profit or loss in the income statement.

d) Depreciation and impairment of property, plant and equipment
Freehold land and capital work in progress are not depreciated. Capital work in progress relates

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

instal lations.

Depreciation on property, plant and equipment is recognised in the income statement on a

reducing balance basis to write down the cost of each asset or the re-valued amount to its
residual value over its estimated useful life. The annual rates in use are:

Item Rates

Buildings and civil works 1l%o

Infrastructure works

Plant and machinery 20Yo

Motor vehicles, including motor cycles 2s%

30%

Office equipment, fumiture and fittings 12.50

A full year's depreciation charge is recognised both in the year ofasset purchase and in the

year of asset disposal.

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

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

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

recoverable amount.

e) Intangible assets

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

accumulated amortization and accumulated impairment losses. Amortization is recognized on

a reducing balance at 20o/o per annum basis .lntangible assets with indefinite useful lives that

are acquired separately are carried at cost less accumulated impairment losses.

2.5Yo

Computers and related equipment

0 Amortisation and impairment of intangible assets

l0
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Amortisation is calculated on a reducing balance at20oh per annum. All intangible assets are

reviewed annually for impairment. Where the carrying amount of an intangible asset is assessed

as greater than its estimated recoverable amount, an impairment loss is recognised so that the

asset is written down immediately to its estimated recoverable amount'

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

materials and, where applicable, direct labour costs and those overheads that have been

incurred in bringing the inventories to their present location and condition. Cost is calculated

using the weighted average cost method. Net realizable value represents the estimated selling

price less all estimated costs of completion and costs to be incurred in marketing, selling and

distribution.

h) Trade and other receivables

Trade and other receivables are recognized at fair values less allowances for any uncollectible

amounts. These are assessed for impairment on a continuing basis. An estimate is made of
doubtful receivables based on a review of all outstanding amounts at the year end. Bad debts

are written off after all efforts at recovery have been exhausted and when the necessary

approval to write offis granted.

i) Taxation
i) Current income tax
Current income tax assets and liabilities for the current period are measured at the amount

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

used to compute the amount are those that are enacted or substantively enacted, at the

reporting date in the area where the Company operates and generates taxable income. Current

income tax relating to items recognized directly in nel assets is recognized in net assets and

not in the statement of financial performance.

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

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

used to compute the amount are those that are enacted or substantively enacted, at the

reporting date in the area where the Entity operates and generates taxable income.

Management periodically evaluates positions taken in the tax retums with respect to

situations in which applicable tax regulations are subject to interpretation and establishes

provisions where appropriate.

j) Deferred tax
Deferred tax is provided using the liability method on temporary differences between the tax

bases of assets and liabilities and their canying amounts for financial reporting purposes at

the reporting date.

Deferred tax liabilities are recognized for all taxable temporary differences, except in respect

of taxable temporary differences associated with investments in controlled entities,

associates and interests in joint ventures, when the timing of the reversal of the temporary

ll



Kericho Water and Sanitation Company Limited
Annual Report and Financial Statements for the year ended June 30,2024

differences can be controlled and it is probable that the temporary differences will not

reverse in the foreseeable future. Deferred tax assets are recognized for all deductible

temporary differences, the carry forward of unused tax credits and any unused tax losses.

Deferred tax assets are recognized to the extent that it is probable that taxable profit will be

available against which the deductible temporary differences, and the carry forward of
unused tax credits and unused tax losses can be utilized, except in respect of deductible

temporary differences associated with investments in controlled entities, associates and

interests in joint ventures, deferred tax assets are recognized only to the extent that it is

probable that the temporary differences will reverse in the foreseeable future and taxable

profit will be available against which the temporary differences can be utilized.

The carrying amount ofdefened tax assets is reviewed at each reporting date and reduced

to the extent that it is no longer probable that sufficient taxable profit will be available to

allow all or part of the deferred tax asset to be utilized. Unrecognized deferred tax assets are

re-assessed at each reporting date and are recognized to the extent that it has become

probable that future taxable profits will allow the deferred tax asset to be recovered. Deferred

tax assets and liabilities are measured at the tax rates that are expected to apply in the year

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

been enacted or substantively enacted at the reporting date.

Defened tax relating to items recognized outside surplus or deficit is recognized outside

surplus or deficit. Deferred tax items are recognized in correlation to the underlying

transaction in net assets. Defened tax assets and deferred tax liabilities are offset ifa legally

enforceable right exists to set off current tax assets against current income tax liabilities and

the deferred taxes relate to the same taxable entity and the same taxation authority.

t2

k) Borrowing costs

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

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

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

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

flow hedge ofinterest rate risk, the effective portion ofthe derivative is recognized in other

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

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

and are hedged in an effective fair value hedge ofinterest rate risk, the capitalized borrowing

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

ofspecific borrowings pending their expenditure on qualifying assets is deducted from the

borrowing costs eligible for capitalization. All other borrowing costs are recognized in profit

or loss in the period in which they are incuned.

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

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

readily convertible to known amounts ofcash and are subject to insignificant risk ofchanges

in value. Bank account balances include amounts held at various Commercial Banks at the

end of the reporting period. For the purposes of these financial statements, cash and cash

equivalents also include short term cash imprests and advances to authorised public officers

and/or institutions which were not surrendered or accounted for at the end of the financial

year.

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

issue costs associated with the borrowing. Subsequently, t}ese are measured at amortised cost

using the effective interest rate method. Amortised cost is calculated by taking into account

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

premiums payable of settlement or redemption are accounted for on accrual basis and are

added to the carrying amount of the instrument to the extent that they are not settled in the

period in which they arise. Loan interest accruing during the construction of a project is

capitalised as part ofthe cost ofthe project.

n) Trade and other payables

Trade and other payables are non-interest bearing and are carried at amortised cost, which is

measured at the fair value of contractual value of the consideration to be paid in future in

respect ofgoods and services supplied, whether billed to the entity or not, less any payments

made to the suppliers.

o) Retirement benefit obligations
The Company operates a defined contribution scheme for all full-time employees from July

l, 1995. The scheme is administered by a pension Fund and is funded by contributions from

both the company and its employees. The company also contributes to the statutory National

Social Security Fund (NSSF). This is a defined contribution scheme registered under the

National Social Security Act. The company's obligation under the scheme is limited to

specific contributions legislated from time to time and is currently at Kshs. l080per employee

per month.

p) Provision for staffleave pay

Employees' entitlements to annual leave are recognised as they accrue. A provision is made

for the estimated liability for annual leave at the reporting date.

q) Budget information
The original budget for FY 2022-2023 was approved by the Board of Directors on 26th

October 2022 Subsequent revisions or additional appropriations were made to the approved

budget in accordance with specific approvals from the appropriate authorities. The additional

appropriations are added to the original budget by the entity upon receiving the respective

approvals in order to conclude the final budget. Accordingly, the Company did not record

additional appropriations . The Company's budget is prepared on a different basis to the actual

income and expenditure disclosed in the financial statements. The financial statements are

l3
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prepared on accrual basis using a classification based on the nature of expenses in the

statement of financial performance, whereas the budget is prepared on a cash basis. The

amounts in the financial statements were recast from the accrual basis to the cash basis and

reclassified by presentation to be on the same basis as the approved budget. A comparison of
budget and actual amounts, prepared on a compiuable basis to the approved budget, is then

presented in the statement of comparison of budget and actual amounts. In addition to the

Basis difference, adjustments to amounts in the financial statements are also made for
differences in the formats and classification schemes adopted for the presentation of the

financial statements and the approved budget. A statement to reconcile the actual amounts on
a comparable basis included in the statement of comparison of budget and actual amounts and

the actuals as per the statement of Comprehensive income has been presented under section
l8 of these financial statements.

r) Serviceconcessionarrangements
The Company analyses all aspects of service concession arrangements that it enters into in
determining the appropriate accounting treatment and disclosure requirements. In particular,

where a private party contributes an asset to the arrangement, the Company recognizes that asset

when, and only when, it controls or regulates the services the operator must provide together with
the asset, to whom it must provide them, and at what price. In the case of assets other than 'whole-

of-life' assets, it controls, through ownership, beneficial entitlement or otherwise - any

significant residual interest in the asset at the end ofthe arrangement. Any assets so recognized

are measured at their fair value. To the extent that an asset has been recognized, the Company

also recognizes a corresponding liability, adjusted by a cash consideration paid or received.

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

0 Subsequent events

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

financial statements for the year ended June 30,2023

6. Significant Judgments and Sources of Estimation Uncertainty

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

management to make judgments, estimates and assumptions that affect the reported amounts of
revenues, expenses, assets and liabilities, and the disclosure ofcontingent liabilities, at the end of
the reporting period. However, uncertainty about these assumptions and estimates could result in
outcomes that require a material adjustment to the carrying amount of the asset or liability
affected in future periods.

a) Estimates and assumptions
The key assumptions conceming the future and other key sources of estimation uncertainty at the
reporting date, that have a significant risk of causing a material adjustment to the carrying

14
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amounts of assets and liabilities within the next financial year, are described below. The

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

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

developments may change due to market changes or circumstances arising beyond the control of
the Company. Such changes are reflected in the assumptions when they occur.

7. Operating Revenue

2023-2024 2022-2023

Kshs

Water sales t73,063,982 143,t43,65s

Sewerage Services 44,708,495 33,8 r 0,61 5

Billing for other services* I1,299,961
r 6,509,696

Total 229,072,438 193,463,965

Billing for other services refers to income generated from serv ices such as reconnection fees, sales of

sludge, and water analysis samples among others

8. Grants Income

2023-2024 2022-2023

Kshs Kshs

Recurrent/operational grants from other agencies 364,045 573,963

Capital grants amortized 1,473,395 I,81 1,863

Donations from County Covernment 7, r 08,430 14,074,564

Total 8,945,870 16,460J89

15

b) Useful lives and residual values

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

potential future use and value from disposal:

o The condition of the asset based on the assessment of experts employed by the Company

o The natue of the asset, its susceptibility and adaptability to changes in technology and

processes

. The nature ofthe processes in which the asset is deployed

o Availability of funding to replace the assets

c) Provisions

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

Provisions are measured at the management's best estimate of the expenditure required 1o settle the

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

Provisions are made for gratuity and bad debts.

Kshs
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A detailed analysis of grants received from the Government in the table below

9. Other Income

10. Staff Costs

Name of the Entity sending

the grant

Amounl
recognized in the

Statement of
Comprehensive

lncome

KShs

Amount
deferred under

deferred
income

KShs

A mou nt
recognised in

capital fund.

KShs

Total grant
income during

the year

KShs

2022-2023

KShs

Water Fund CLSG
364.045 1.390.656 2.290.404 4.045. 105

14.091.716

County Govemment of
Kericho 7. r08.430 7. 108.430

11,07,1,564

Total
7,112,175 1,390,656 2,290.101 l I,15J,536 28.166.3t0

2023-2021 2022-2023

Kshs Kshs

Fine and penalties 2.008,603 566.924

Rental income t42,800 507.700

Total
2,I 5l,403 t,074,621

Description 2073-2021 2022-2023
Kshs Kshs

Gross Salary and Allowances t23,124,881 125,410,733

Casual workers Wages 4,92s,742 6,s89

6,367, r>9Medical insurance schemes 6,657,572

Employer's contributions to social security schemes 2.537,t6l I,t4r,406

Employer's contributions to pension scheme 10,764,380 I | ,903,9 l7

Employer's contributions to Housing Levy | ,77 5,999

I ntemship/Attachment allowance 437,000 '/29.000

Gratuity provisions 3,t25,324 3,635,286

Salary Arrears t,263,t82 3,242,635

Staff welfare 463.5 r9 373,734

Other allowances I ,001 ,702 522.678

Total 1s6,076,462 I 59,91 6,2 I I

The average number of employees during the year 163 t7t

t6
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11. General and Operations Expenses

Description 2023-2024 2022-2023

Kshs (Kshs)

Chemicals 778,310 2,280,664

Electricity 5,895,'796 6,46'7,165

Fuet, oil, lubricants, and gases 9,297,582 7,753,504

Bulk water Costs 7,t84,370 13,357,350

Office supplies 1,069,843 935,271

Uniform and protective clothing 90.698 2,400

Telecommunication 2,086,602 r,668,357

Postage and courier 94,210 t43,4t6

lnsurance I,268,'7 55 t,85'7,'704

Rent and Rates

Domestic Traveling and subsistence 5,274,020 4,437,275

Staff training and development 5r0.130

669,423 89'l,437

Security services 8,7 t |,245 7,890,351

Publicity and advertising 233,763 226,682

Audit fees 580.000 600,000

Legal fees 300

Consultancy fees t62,235 182,300

Licensing and levies 8,795,853 I I,789,984

Sports and recreation 473,800

Stakeholders' expenses 562.816 223,860

Donations/CSR 5.000 4'7,640

Hospitality expenses 3,259,080 2.62t,780

Provision for doubtful debts 2,243,05t

Training Levy 76.650

Christmas Awards 1,948,760 1,929,800

Subscriptions r 32,300 198.400

Quality Testing 8t6,810 367,000

WSTF Expenses 364,045 729,142

Total 60,308,367 69,437,612

17

528,550

Bank Charges

24.500
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12. Board Expenses

13. Maintenance Expenses

15. Finance costs

Description 2023-2024 2022-2023

Kshs Kshs

Chairman Honoraria 480,000

Sitting allowances r66,600 I , 140,600

Induction and Training

Travel and accommodation r50,000 685. t 00

Other allowances 37,340 2t 1.760

Total Board Expenses 353,940 2,517,460

2023-2024 2022-2023

Description Kshs

Plant and Equipment 846.870 779.988

Buildings 35t,642 192,01 0

Infrastructural networks 4,400,662 t2,369,083

Grounds 67.600 52,700

Motor vehicles 2,689,798 3,103,266

Software I,769,736 9l 1,889

ICT 3t0,623 283.816

Water Meter

Access roads 238,440 548,41 0

Total Maintenance Expenses 10,675370 18,241,162

Description 2023-2024 2022-2023

Kshs Kshs

Property, plant, and equipment 5,554,028 5,080,966

Intangible assets 182,747 228,434

5,736,775 5,309,400

2023-2024

Description Kshs Kshs

Interest expense on loans 28,883 174,009

Total 28,883 174,009

l8

14. Depreciation and Amortization Expenses

Kshs

Total Depreciation and Amortization

2022-2023
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16. Property, Plant and Equipment

2022t2023 Land Euild ings Plant
Machunery

and
equipmcnt

Computer
& Relrted
Equipment

Motor
Vehicles

Furniture
and

Iittings

Water Su pply Infrustructure Crpitrl
Work In
progress

'rotal

l\leters Septic Tenk DTF Water
/Sewer
Pipeline

As at I Julv 2022 800.000 8,637,274 1.203.758 8. 147.719 29.38r.463 28.659,168 25,559,647 4.363.853 9,845,399 r 2l,854J32

Add it ion s

2 18.363 32.016 t8.430 6.121.958 9,323,545
r5,7t4Jt2

Translcrs

Revaluation

As et 30rh June
2023

800.000
8.855,637 t.203.758 8,179,73s 29J8 r.463 28.677,598 3l,681,605

4J63,853 9,845,399
5,256,050 9.323,545

1J7,568,644

DEPRECIATION

At July l, 2022
2.385.965 240.752 7.384.257 I 3.,1 I 5.67 8 21.346.054 3.952.663

380.640 486,I l7
l3 1.401

49,123*\27

Acc depreciation
789.645

789.6{5

Charge for the year
646.961 80.251 238.644 2.139.180 817.737 693.224

99.580 233.982
l3 I,401

5,080,966

Impairment loss

3,032,932 321.002 7,622,900 t 5.554,858 22,953,437 4,645,887
480.221 720,099

262,803
ss,594,r38

NET BOOK
VALUE
At June 30, 2023 800.000

5,822,704 882,756 556,835 13.826.605 5,124,161 27,035,719
J,883,6t3 9,125,301

4,99J,248 9,323,5,t5
8 r,974,505

4l

5,256,050

As at 30th June
2023

--T---_l

T
I

=

I

lrl I

I

t l
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2023D021 Land Buildings

Phnt
Mrchunery

r1ld
cquipmcnl

Compuler &
Rehted

Equipmenl
llotor

Vchicles

Furniaurr
rnd

littings

Wrter Supply Infrustructurc

Crpitrl
Work In
progress 'f otNl

Ileters Septic Trnk I)'I F
Wrter /Scwer

PiDcline

As at lJuly 2023 800,000 8,855,637 1,203,758 8,179.?35 29J8r.{6J 28,677-59E J 1,6E1.605 1J633sJ 9.8{5J99 5.256,050 t282.t5.099

Additions I I7.{t l 3,25J*500 9J2l-5{5 2.056.{0{ It.750,860

Transfers

Rcvaluation

As rt 30ri Junc 202,1 800.000 E,t55,6t7 1J03.75t E291,t16 29J81.{6J 2E,67759lt 3{.915,10s .rJ6J,E53 9,E15J99 r1,579595 2,056,{0{ 1d2.99s,959

DEPRf,('IA'TION

At July l, 2023 3,0J2.932 121.002 1,622,900 16.056.69r 22,953,137 {,6.t5.EE7 {E0J2l 720.099 195.891 56.329,063

Acc depreciation

Charge for the year 582.270 80.251 202.2'14 2.945.501 715.520 438.794 97.091 228.133 264.195 5-S5.r.028

lmpairment loss

3.615J01 t0r.25J 7,E25,17{ 19,002,t 95 21,66t.957 5.0E{.681 577J I I 9JE,23t 760.086 6 t,883,09t
Nt]I'BOOK
vAt.tiE

At Junr 30. 202{ 800,000 5,2.t0,{J4 802,505 47 t,972 10.J79J68 5.008.6fl 29.850.{2s 3,786-5t2 8,897,t 6E r 3,8r 9,509 2,056.{0{ E l.t 12,868

a
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

Valuation
No asset was valued in the financial year.

17. Intangible Assets
COST Computer Software

As at lst July 2023 9,L99,t72

Additions

Disposals

At June 30 2024 9,L99,L72

AMORTISATION

As at lst July 2023 8,28s,436

Charge for the year 782,747

Prior Year adjustment

Disposals

Impairment loss 8,468,183

At June 30,2024

NET BOOK VALUE 730,989

At June 30,2024 9,L99,t72

The Computer Software consists of software for Payroll, meter reading, fleet

management

18. Inventories

2023-2024 2022-2023

Kshs Kshs

Cleaning Materials 230"456 80,752

Uniforms and protective Clothing t2,760 32,796

Computer Consumables 656,745 465,737

Pipes and Fittings 4,489,0'.76 2,342,607

Stationery and general stores 350,321 241,334

Tools 54,035 80,422

Water Chemicals 3s0,679 t96,206

Water Meters r,950,555 1,435,144

Total 9,094,627 4,874,997
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19. a). Trade and Other Receivables

19 (b) Trade Receivables

20. Bank and Cash Balances

2023-2024 2022-2023

Kshs Kshs

Trade receivables (note ( I 9b)) 225,857,549 2t6,233,385

Prepayments 449,980 471,675

VAT recoverable 8,782,552 8,782,552

Staff receivables 2,207,52s 6t6,74t

C)ther receivables I t,940,652 I1,940,652

Gross trade and other receivables 249,238,258 238,045,005
Provision for bad and doubtful receivable 9,476,686

Net trade and other receivables 249,238,257 228,568,3I9

2023-2024 2022-2023

Kshs
Cross trade receivables 249,238,2s8 23 8,045,005

Provision for doubtful receivables 9,476,686

Net trade receivables 249,238,258 228,568,3I9

Less than 30 days 22,450,908 12,798,345

Between 30 and 60 days 10,675,895 6,696,6t5

Between 6l and 90 days 8,532,546 5,320,13t

Between9l and l20days 5,614,879 4,0s0,328

Over 120 days 201,964,030 209,t79,586

249,238,258 238,045,005

2023-2024 2022-2023

Kshs Kshs
Cash at bank 15,3t9,074 16,682,t3

Mobile money account 1,768,457 578,854

17,087,531 17,260,967

22
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Detailed analysis ofthe cash and cash equivalents

21. Ordinary Share Capital

2022-2023

!-inancial institution Accou nt number Kshs

a) Current accou nt

Co-operative Bank of Kenya - Revenue Account 0r 136053726801 448.003 2.38 1.5 l7

Co-operative Bank of Kenya - Deposit Account 01136053726800 6.082.891 3.63 1.4 l9

Co-operative Bank ofKenya - GIZ funding Account 01136053726803 2.042 t6. t 82

Co-opcrative Bank ofKenya-8TH CALL KAPSOIT
SOSIOT

0l136053726810 77.659 395.079

Co-operative Bank of Kenya-8TH CALL KAPKATET PSF 0l 136053726809 t,303,500 2.994,760

Family Bank Limited - Exhauster Account 220000004636 63,025 tt9

Kenya Commercial Bank Limited - Refuse Account 0l103618563 610. r 56 610. l 56

KCB - KCB Deposit 0lL04926946 |,275,838 t,275,838

KCB Revenue 01104927179 3,297,418 3.297,4 l8

KCB Expenditure 0l108196682 1.096,487 t.096,487

Post Bank Collection A./c 7441301I t7l 223.639

Posta Collection A,/c KCHO-001

Equity Bank - Holding A,/c 0280299023 589 300,959 r 25.53 5

Equity Bank-Revenue 0530199886550
10.000

t0,450

Equity Bank-Deposit 0530199886579
539.586

459.866

Equity Bank-Expenditure 0530299886559
13,032

t54,t79

Equity Bank-CLSC
9,497

9.497

Sub- total
15J19,07.1

d) Others(specify)

MPESA Collection-Urban 803600 1.5 13.556 24.086

MPESA A/c charges 803600

Mpesa MMF 803600 226,722 t64.553

MPLISA Collcction Kericho Rural 830590 390.2 | 5

Sub- total
|,768,457

578.85.1

Grsnd total
t 7,639,d38

l7 ,260,967

2023-2021 2022-2023

Kshs Kshs

Authorized:

405,O00ordinary shares of Kshs2O par value each 8,100,000 8.100,000

Issued and fully paid:

All shares were issued and not paid

23

2023-2024

Kshs

188.980

0280280626407

16,682,I l3

28,179
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22. Revaluation Reserve
In the current financial year, there were no revaluations done

23. Retained Earnings

The retained eamings represent amounts available for distribution to the company's shareholders

Undistributed retained eamings are utilised to finance the company's business activities.

24. Borrowings

The analyses of domestic borrowings are as follows

2023-2024 2022-2023

Kshs KshsDescription

7,665,670 7,66s,670Opening Balance

0 0Motor Vehicles

0 0Tractor

7,665,670 7,665,670

2022-2023 2021-2022

Kshs KShs

Retained earnings (147,524,564) (rs4,sr4,478)

Description 2023-2024 2022-2023

Kshs Kshs

Domestic Borrowings

Balance at beginning of the year
1,577,458

Domestic borrowings during the year
7,816,376

Repayments during the year
(1,577,458) ( 6,238,918)

Balance at end of the year I,577,458

2022-2023

Kshs Kshs

Domestic Borrowings

Kenya Shilling loan from Family Bank 0 7,,816,376
Total balance at end ofthe year 0 7,,816,376

24
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Description 2023-2024 2022-2023

Kshs Kshs

Short term borrowings (current portion) 0 7,8t6 376

Total 0 7,816,376

25. Provisions

Description
Leave Provision

Gratuity
provisions

Total

Kshs Kshs

Balance at the beginning ofthe year I,490,03 I 9,409,6 r 8 10,899,649

Additional Provisions 3,305,909 3,t25,324 6,43t,,233

Provision utilised (3,305,909) (2,043,27s) (s,349, r84)

Balance at the end ofthe year 1,490,031 10,491,667 I I ,981 ,698

26. Retirement Benefit Obligations

Retirement benefit Asset/ Liability
The Company also contributes to the statutory National Social Security Fund (NSSF). This is a

defined contribution scheme registered under the National Social Security Act. The entity's

obligation under the scheme is limited to specific contributions legislated from time to time and is

currently at Kshs. 1,080 per employee per month. Other than NSSF the entity also has a defined

contribution scheme operated by County Pension Fund, Lapfund and National Water Pension Fund.

Employees contribute 7 .5o/o whrle employers contribute 7 .5oh of basic salary. Employer contributions

are recognized as expenses in the statement of financial performance within the period they are

incurred

7,464,932

3,434,7 t7

10,899,6.19

2023-2024Description
Kshs

6,431,233Current Portion of Provisions

5,ss0,465Long-term portion of Provisions

I1,981,698Total

Description Defined benefit plan 2023-2024 2022-2023

Kshs Kshs Kshs

1 5,75 8, 1 64 15,758,164 t9,824,999

104,212,196 104,212,196 84.387,197

Total employee benefits obligation I19,970,360 I19,970,3 60 104,,212,196

25

Provisions details

Kshs

2022-2023

Kshs

Current benefi t obligation

Non-current benefit obligation
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27.Trade and Other Payables

Aging Analysis for Trade and Other Payables.

Other payables are relating to amount owed to related government entities i.e. Water Resources Authority,
Water Services Regulatory Board, Lake Victoria Water Works Development Agency, County Covernment
of Kericho and Bomet Water Company.

28. Refundable Deposits and Prepayments

2022-202

A TN Ana sis for Refundable De osits and Pre a ments

2023-2024 2022-2023

Kshs Kshs

Trade payables 48,900,6 t 8 42,217,2t0

Accrued expenses 569,187 569, r 87

Employee payables 105,747,937 76,550,642

Other payables 99,398,591 t33,642,772

Total 254,616,332 252,979,812

2023-2024 7o of the total 2022-2023 7o of the total

Kshs

0-30 days 27,654,908 10.86 25,503,159 10.08

3 l -90 days I 8,7 17,009 7.35 r 6,383,440 6.48

9l-150 days 9,898,765 3.89 t6,249.708 6.42

77.90 r 94,843,505 77.02

254,616,332 252,979,812

2023-2024

Kshs Kshs

Customer deposits 3l ,t 12,4'77 29,794,068

Prepayments by customers 4,199,767

Retention/Contract deposits 1,137,995 932,355

Total 32,250,472 34,926,189

2023-2024 2022-2023

Kshs Kshs

l.4l 5,483,0710-30 days 456,040 15.70

326,575 l.0l 165,500 0.47

9l-150 davs 1,655,900 5.13 276.000 0.79

92.44Over 180 days 29,8t 1,957 83.04

Total 32,250,472 34,926,I 89

26

Kshs

Over 180 years 198,345,650

Total

o/o of lhe
total

7o of the total

3 l-90 days

29,001 ,61 8
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29. Deferred Income

2023-2024Description
Kshs

1,390,656Water Fund

1J90,65qTotal deferred income

2022-2023

Ks hs

749.392

749 92

The deferred Income movement is as follows

30. Notes to The Statement of Cash Flows

Amortisation

' rating profit/(loss) before working capital changes

lncrease/(decrease) in trade and other payables

Water Fund(CLSG) Total

Balance brought forward 749,392 749,392

Additions 3,061,713 J 061,713

Transfers to Capital fund (2,0s6,49!L (2,056,404)

Transfers to income statement (364,04!I (364,045)

Other transfers

Balance carried forward I,390 1,390,656

2023-2024 2022-2023

Kshs Kshs

(a) Reconciliation ofoperating profit/(loss) to cash

generated from/(used in) operotions

Profit or loss before lax 6,989,913 (44,s96,87s)

Depreciation 5,554,028 5.080.966

182,747 228,434

t2,726,688 (39,287,471)

(lncrease)/decrease in inventories (3,2 r 9,630) 1,2t6,673

(lncrease)/decrease in trade and other receivables (20,669,938) (l1,559,870)

Increase/(decrease) in capital reserves 817,009 9,799,554

lncrease/(decrease) in provisions 1,082,049 2,390,5'79

1,636,520 33,436,436

Increase/(decrease) in current benefi t obligations (4,066,835) 6,681,963

Increase/(decrease) in non-cunent benefit obligations t9,824,999 13, t43,036

Increase/(decrease) in customer deposits (2,67 s,7 t7) t,094,378

Increase/(decrease) indeferred Income 641,264 739.895

(5,895,351) 56,901,500

27
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2023-2021 2022-2t)23

Cash generated from/(used in) operations
6,831,337 17,614,025

(b) Analysis ofchanges in loans

Balance at beginning of the year 1,577,458

Receipts during the year 7.816.376

Repayments during the year (6,238,e 1 8)

Balance at end of the year ( 1,577,458) t.577,,t58

(c) Analysis ofcash and cash equivalents

Cash at bank 17.087,53 I 17,260,967

Balance at end ofthe year t 7,087,531 t7,260,967

Other Disclosures

31. Related Party Disclosures

County Government of Kericho
The County Government of Kericho is the principal shareholder of the Company, holding I 00% of
the Company's equity interest. The County of Government of Kericho has provided full guarantees

to all long-term lenders of the Company, both domestic and extemal.
Other related parties include:

o The County Department in charge of Water
o County Govemment of Kericho
o Lake Victoria South Water Works Development Agency
o Water Services Regulatory Board (WASREB)
. Water Resources Authority (WRA)
. Water Sector Trust Fund
. Key management

r Board of directors

. Others (specify)

Transactions with related parties
2022-2023

Kshs Kshs

a) Sales to related parties

Water sales to Govt. agencres 4,034,589 3,857.793

28
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Total 4,034,589 3,857,793

b) Purchases from related Parties

Purchase of water from govt service providers 7,184,370 13,3 57,350

Others (specify)

Total 7,184370 I3,357,350

b) Grants from the Government

Grants from National Govt Agencies 364,045 5'73,963

Crants from County Government 7,I 08,430 t4,074,564

Donations in kind

7,472,475 14,648,527

d) Key management comPensation

Directors' emoluments 353,940 2,517,460

Compensation to key management 10,504,596 14,097,396

Total 10,858,536 16,614,856

The Company's activities expose it to a variety of financial risks including credit and liquidity risks

and effects of changes in foreign currency. The company's overall risk management programme

focuses on unpredictability of changes in the business environment and seeks to minimise the

potential adverse effect of such risks on its performance by setting acceptable levels of risk. The

company does not hedge any risks and has in place policies to ensure that credit is only extended to

customers with an established credit history.

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

(i) Credit risk
The Company has exposure to credit risk, which is the risk that a counterparty will be unable to pay

amounts in full when due. Credit risk arises from cash and cash equivalents, and deposits with banks,

as well as trade and other receivables and available-for-sale financial investments.

Management assesses the credit quality of each customer, taking into account its financial position,

past experience and other factors. Individual risk limits are set based on internal or extemal

assessment in accordance with limits set by the directors. The amounts presented in the statement of

financial position are net of allowances for doubtful receivables, estimated by the company's

management based on prior experience and their assessment of the current economic environment.

The canying amount of financial assets recorded in the financial statements representing the entity's

maximum exposure to credit risk without taking account of the value of any collateral obtained is

made up as follows:
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Kshs
At 30 June 2024

Trade Receivables
237,297,606

Other Receivables
I I,940,652

Bank balances
17,087,53 I

Total
266,325,789

At 30 June 2023 (previous Year)

Receivables 226,104,353
Other Receivables

I t,940,652
Bank balances t7,260,967
Total 255,305,972

The customers under the fully performing category are paying their debts as they continue trading.
The credit risk associated with these receivables is minimal and the allowance for uncollectible
amounts that the company has recognised in the financial statements is considered adequate to cover
any potentially irrecoverable amounts.

The board of directors sets the company's credit policies and objectives and lays down parameters

within which the various aspects of credit risk management are operated.

iD Liquidity risk management
Ultimate responsibility for liquidity risk management rests with the Company's directors, who have

built an appropriate liquidity risk management framework for the management of the Company's
short, medium and long-term funding and liquidity management requirements. The Company
manages liquidity risk through continuous monitoring of forecasts and actual cash flows.

The table below represents cash flows payable by the company under non-derivative financial
liabilities by their remaining contractual maturities at the reporting date. The amounts disclosed in
the table are the contractual undiscounted cash flows. Balances due within l2 months equal their
carrying balances, as the impact ofdiscounting is not signifrcant.

Less than I
month

Between I -3
months

Over 5 months Total

Kshs Kshs Kshs Kshs

At 30 June 2023 current year

Trade payables 3,409,038 5,514,220 33,293,953

Cunent portion of borrowings t,577 ,458 1,5'77,458

Provisions 272,399 888.930 9,738,320 10,899,649

Deferred income 932.355 932,355

Employee benefit obligation I ,0 19,203 3,046,864 100, 146, l 29 104,212,t96

Total s,,632,994 t1,027 ,471 159,838,867

At 30 June 2022 previous year

Trade payables 4,352,698 7,559.600 25,87 5,78s 37,788,083

30

Total amount

42,2t'7,210

143,178,402
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Current portion of bonowings

Provisions 327,tgl 7,200,306
8,509,070

Deferred income 296,352 296.352

Employee benefit obligation
I ,83 I,153 4,580,583 77,9'75,462 84,387, 198

Total
6,51t,042 13,121,7s6 I I I,3.t7,905 130,980,703

(iii) Market risk
The board has put in place an intemal audit function to assist it in assessing the risk faced by the

Company on an ongoing basis, evaluate and test the design and effectiveness of its intemal accounting

and operational controls.

Market risk is the risk arising from changes in market prices, such as interest rate, equity prices and

foreign exchange rates which will affect the entity's income or the value of its holding of financial

instruments. The objective of market risk management is to manage and control market risk

exposures within acceptable parameters, while optimising the retum. Overall responsibility for

managing market risk rests with the Audit and Risk Committee.

The Intemal Audit Department in charge of risk management is responsible for the development of

detailed risk management policies (subject to review and approval by Audit and Risk Management

Committee) and for the day to day implementation of those policies.

There has been no change to the Company's exposure to market risks or the manner in which it

manages and measures the risk.

a) Interest rate risk
Interest rate risk is the risk that the Company's financial condition may be adversely affected as

a result of changes in interest rate levels. The company's interest rate risk arises from bank

deposits. This exposes the company to cash flow interest rate risk. The interest rate risk exposure

arises mainly from interest rate movements on the company's deposits.

i) Management of interest rate risk
To manage the interest rate risk, management has endeavoured to bank with institutions that

offer favourable interest rates.

ii) Capital Risk Management
The objective of the Company's capital risk management is to safeguard the Company's

ability to continue as a going concem. The Company's capital structure comprises of the

following funds:

2023-2021 2022-2023

Kshs Kshs

Revaluation reserve 7,665,670 7,665,670

(147,524,564) (t54,5t4,478 )
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Capital reserve 67,813,648 66,996,639

Total funds (72,045,246',) (79,852,168)

Total borrowings 0 1,577 ,458
Less: cash and bank balances 17,087,51 I 17,260,967

Net debt/(excess cash and cash

equivalents)
(89,132,778) (98,690,593)

33. Incorporation
The Company is incorporated in Kenya under the Kenyan Companies Act and is domiciled
in Kenya.

35. Currency
The financial statements are presented in Kenya Shillings (Kshs)

32

34. Events After the Reporting Period
There were no material adjusting and non- adjusting events after the reporting period.
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19. APPENDICES
APPENDIX l: PROGRESS ON FOLLOW UP OF AUDITOR RECOMMENDATIONS
The following is the summary of issues raised by the external auditor, and management comments that were provided to the auditor

lssue/ Obs€rvrtiolls from Auditor lltanrgement comments Strtus:
(Resolved / Nol

R6olved)

'l'ime frrmc:
(Put a dde
when you

expecl lhe issue

lo be t6olved)

Undisclosed l\trlerirl flncertrinty Relating to Going Concern

The statemcnt of profit or loss and other comprehensivc income for the year ended 30

June 2022 revealed thal the Company recordcd a profit before tax of Kshs.6,802,006

which reduced the retained eamings balance from negative Kshs.ll7 24225'l to

ncgative Kshs. I 10,440,25 L Further, the cunent liabilitics balance of Kshs.268,l6 1,623

exceeded the current assets balanc.€ ofKshs.236,602,020 resulting to a negalive working

capital of Kshs.3 I,559,603. The Company therefore, tcchnically insolvent and was

unable to meet its financial obligations as and when they fall due.

ln the circumstances. this is an indicator of an acute financial challcnge facing the

Company which raises significant doubt on its ability to contirue to operate as a going

concem without supporl fiom the creditors and the County Govemmcnt.

It is important to note lhat Kericho Water and Sanitation Company Limitcd took over

the operation ofTililbei Water and Sanitation Company and its assets and liabilities

w€re tIansfened to Kericho Water and Sanitation Company Limited in the year 2018.

In addition, when devolution suned, Bomet Water Company took over the operations

within Bomet County, which was, then under the service area of Tililb€i Water and

Sanitalior Company.

The company has been operating using two non-cost reflective distincl tariff i.e. for

the urban and rural cost centre, which did not cover its costs ofoperations.

Out of thc ncgativc rctained eamings of Kshs. l 10,440,25 1 , a negative retained

eamings Kshs 37,735,997 were transferred from Tililbe i water and Saniurion

Company. tn addition, out of thc currcnt liabilities Ksh268,161,623, Kst$

100,693,439 wcre Eansfened from Tililbei Waler and Sanitation Company.

In the short term we have done the following

In the cunent financial year, we managed to reduct t adc and other

payables through a grant Kshs 43,093,442 and also the County

Govcmmcnt of Kcricho gave a subsidy support totalling Kshs 3l,814,000

for bulk water and elect city bills

Unresolved Ongoing

JJ

We do ackno\ ledge that the current liabilities balanc€s exceed the cunent assets

balance. It is also cvident that lhe retained eamings balance has reduc€d in the current

financial year and we havc made effort to reduce thc negative working capital figure

ofKsh3l, 559,503 as comparcd to the previous financial year.

ln the long term we intend to do the following:
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Follow up on the dccd of transfer signed stating the asset and liabilities that
were shared by the Bomet Water Company and Tililbei Water and

Sanitation Company. In the deed of t ansfer Kshs 25,073,379 of the
outslanding liabilities as ar 306 Jun€ 2018 was to be paid by Bomct Water
Company.We have issued written reminders to Bomet County in regards

to the outstsnding tIade and othcr payables

In addition, during thc takeover ofTililbei Water and Sanitation Company,
Water Services Regulatory Board gave several conditions lo be undertaken
before the takeovcr and one of them was the Counry Govcmment of
Kericho bcing the sole shareholder of the two entities to undenake and
settle all the liabilities bome by Tililbei Water and Sanitarion Company
and asubsidy support agre€ment was signed. Liabilities amounting to Kshs
65,491,846 was to b€ paid by the counry one offand a continuous monthly
payment support for bulk water supply and electricity bills for Tililbei
Water and Sanitation Company. A rcminder to ths County Govemment of
Kericho has been issued to remit the subsidy support as per the subsidy
support agreement)

A tariff review has been done and the company cunenlly has a new taritT
which was rolled out in month of March 2023.With the new tarilT we
cxpect an increase in operaling revenues

Last mile connectivity: With the completion ofDuka Moja Project under the CLOT
3 last mile connectivity is key. Proposals on funding have been developed and
submitred to various development painers including the embassy ofJapan who have
signed an ageemcnt to do last milc connectivity at Ainamoi Area and Belgut
Technical Training Institute

I,ong Outstsndiog Deblors

The stalement of financial position and as disclosed in Note 19 (a) to the financial
statements reflects Kshs.2l7,00t,,l49 rclating to rade and other receivables. An ageing
analysis rellected in Notc 19 O) indicates that out of Kshs.217,008,449, an amount of
Kshs.203,255,899 had remained uncollccted for a long period and no provision for bad
debts has been reported in the financial statements. The Management did not provide

any evidence ofany attempts made towards recovery ofthe debts.

In the circumstances, the rccovery of the long outstanding debts arnounting to
Kshs.203255,899 is doubttul.

Wc have a long outstanding debt of Kshs.203255,899 .The debton balances
comprises ofdcbts for various rryatcr supply schemes as shown below.

Amount(Kshs)

Kericho Urban 69.8'10.262 Operational

Chesincnde 3.568.503 Non-operational

Forlenan 3.89E.1l0 Operational

Sossiot 3.223.944 Operational

Kipkelion t. t?3.069 Operational

Kapkatet t{.880.8.10 Operational

Kipsiret 6.5 15,147 Operational

Unresolved
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Continous
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Barge!.wet 2.563.525 Nonoperational

Londiani 3.18't.307 0p€rational

27.185.708Litein Operational

Sigowet 212.620 Non- Op€ralional

Bomet 45.490.212 Non- Operational

Vat RecoYerable 8.782.552

Staff Receivables

Other Receivables I I.940.652

203r55,E99

From the table abovc thc rural cost centre covers Chesinende , Fortenan, Sosiot

,Kipkelion , Kapkatet ,Kipsitet, bargeifxet, t ndiani, Lilein ,Sigowet 8nd Bomet

schemes having a total debt of Kshs I12,499,1t6 whilc the urban cost centre has a

debt of Kshs 69,t70,262.Our of Kshs I12,499,186 of the rural cost c€n&e Kshs

45,490212 rclates to debton in Bomet County. Sigowet, Bargieywet and Chesinende

schemes are no longer op€ratioral 8nd havc a total debt of Kshs 6,3,14,648. Includcd

in other receivables is Kshs 8,100,000 debt, which belongs to the County Covemment

of Kericho and Kshs 3,840,652 as Pcrformancc Guarantce to the Water Service

Regulatory Board.

Litein wat Supply serving Litein and Kapkatet Areas has had inconsistencies in

water supply due to frequent disconnections of bulk walcr supply. Additionally,

Londiani, Kipkelion and Sosiot Schcmcs therc has b€en inconsistencies in water

supply due to power disconnections. with inconsistencies in water supply, revenue

collection is difficult thus increase in debt.

With fiequent damages and destruction of main pipeline network at some sections

by road construction activities, the company loses customers and is not to bill and

collect outstanding debts Chaiman, in the shon term in an effort to reduce the

outstanding water we have the done the following:

Dcvelopment ofa dcbt man€cment policy

Revenue collcction stratcgies have also bc€n put in placc to ensure thal

debs have reduced. Establishment of revenue teams headed by a team
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leader is in place. Revenuc collection is done as per the work plans

developed by the team lcaden and this has led to reduction in debt in some

zl)nes

Disconnection ofCustomers from the main pipeline for dormant customer

accounts.

Adherint to the rationing program to reduc€ on no water cases. This will
improve water supply consistency which in tum inffeases collection and

billinB

Frequent Rapid Result Initiative to collect revenue which reduced debt.

R€sloration of Water Supply. We have managed to restore along

Kaptebeswet -Kipsolu road.

Fully implement $e debt management policy

Support the effort by the joint interim on the management of Litein
Water Supply to ensure that there is a permanent solution on bulk
water disconnections.

Collaborate with roads depanment to ensurc there is budgctary

allocation for pip€line restoration in affected arcas.

I

flnsupporlcd rnd Doubtful Other Receivrbles

ln the circumstances, the rccoverability ofthe reponed VAT recoverable and other

recrivables balance of Kshs.16,882,552 could not b€ confirmed

Thc amount of VAT Rec.eivable resulted when tyatcr serviccs were VAT exempt and

input vat was claimable. Previously claims were done and the samc refunded. The

VAT Receivable amounl is cunently in discussion with the KRA Kericho Office

On the share capital a reminder letler to the pay share capital has been sent the

County Govemment

Unresolved 306 June 2024

Frozrn Ba nk Accounts

The stalement of financial position and as disclosed in Note 20 to the financial

statements. reflects a balane of Kshs.13,501,900 in respect to bank and cash balances.

The amounts irl th€ thre€ bank accounls were frozen in the year 2010 through a court

order by the board ofdirectors ofchemosit Watcr and Sanitation Company upon rhe

Unresolved
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In the long term, we inlend to lhe following:

The statement of financial position reflccls Kshs.2 17,008,449 in respect to trade and

othcr receivables which. as disclosed in Note 19 to the financial statements includes

VAT recoverable and other receivables balances of Kshs.8,7E2,552 and

Kshs.l1,940,652 respectively. However, as reported in the prior ycar audit report, the

Kshs.8,782,552 was not supported with any documentation from Kenya Revenue

Authority (KRA) and Kshs.8,100,000 out of the reported Kshs.l1,940,652 r€lates to
purchase ofshare capital by the County Govemment ofKericho which had not been paid

for ard has not been supported by share cenificate and an undertaking from the County

Govemm€nt to pay thc amount.

Continous
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However, bank balances amounting to Kshs.5.669,743 in threc (3) Kenya Commercial

Bank accounts were in frozrn due to litigation. The operations of the Company wcrc

hindered during Oe year under review as the amount was not availablc to the company.

In addition, it is not clear, and managemcnt has not indicated when and how the case

will be detcrmined.

ln the circumstances, the rccoverability of the indicated bank balances arnounting to
Kshs.5,669,743 could not be confirmed.

termination of the service Provision Agreement by t-ake Victoria South Water

Servic.es Board.

Two cou( cilses were filed and cunently the cases were ruled in the favor of Lake

Victoria South Water Services Board. Annex 5 Coun Rulings

Currcntly progress on unfreezing the accounts is ongoing by the legal team

Budgetrry Control rnd Pcrformrncc
The statemcnt of comparison of budgct and actual amounts reflects a f,nal receipts

budget and acrual receips on a comparable basis of Kshs.402,'l'19,269 and

Kshs.257,68 7,8 t 8 respectivcly rcsulting to an under-funding ofKshs.l45,09l,45l or
36% of the budget. Similarly, the mmpany expended Kshs.313,591,293 against an

approved budget of Kshs.381,898,002 resulting to an under-expenditurc of
Kshs.68,306,709 or l87o ofthe budget.

Failure to achieve budget implies that the Company was unablc to achicve its set targets,

which is delivcry ofscrvicc to thc people of Kericho.

The company did not achieve its budgct targets in the financial year

ln the case of rec€ipts, rcvenue is categorized into three sourccs i.e. the operating

reyenue, grants income and other income.. Out of the performance differcnce kshs

55,968,651, the urban cost cenfe had a variance of kshs 35,349,937 while the rural

cosl centre had a varianc€ of kshs 19,657,131, whilc billings for other scrvicrcs

contributcd Kshs 961,583 out of which reconncction fees had a variance of Kshs

522.800.

In thc financial ye , revcnue projects were done in consideralion of the alrcady

reviewed tariff which was anticip8ted to take effecl in the second quaner of that

financial year but it took longer. In addition, the various schemes were affected by the

prolonged droughs reducing the water availablc for sale, bulk water disconnections

at Litein and Kapkalet areas , power disconnections al londiani, Kipkelion and Sosiot

schcmes.

On the other hand expenses realization goes hand in hand with the incomc budgcted.

The whole budget was not realized due the above factors.

To mitigate the variance , a review of the budget will be done mid financial year

Resolved

Non-Rcvenue Wrter Management

Review of water production records revcalcd that the Company producad a total of
3,645,781 cubic metcrs (m1) ofwatcr, out ofwhich 1,729,915 m1 was billed to customers

for a total of Kshs. I 22,901,729. The balance of I ,91 5,866 m1 or approximately 53yo of
the total volumc produc€d repres€nted non-revenue water which was 28olo over the

allowable loss of25% in the guidelines issued by the water Services Rcgulatory Board

(wAsREB).

we acknowledge that NRW is higher than the allowable which is 2E% above the 25%

recommended by Water Services Regulatory Board (WASREB).

The major causes of high NRW in the Company are physical loses and commercial

loscs. Physical loscs arc due to leak€es, bursts and overllows through thc existing
old pipeline supply net*ork while commercial loses arc mainly due to metcring

anomalies and illegal conneclions.

We have done the following in an effort to reduce NRW.
In the short term we have done the following:

. Standard Operatin8 Procedures(SOPs): We have developcd standard

oprerating proctdurcs for NRW Management .

o We have developed NRW reduction plan. (annex plan)

o Re-aligned the NRW Unit into two main teans : one dealing with bursls

and leaks and the other dcaling with meter servicing meter and pipeline

Unresolved Continuous
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The significant level ofnon-revenue water of 1,004,421 mr at an average billing rate of
Kshs.72 per m'may have resulted in loss ofsales estimated at Kshs.72,318,312 which
has a negative impact on thc Company's profitability.

In the circumstances, Management was in breach ofrhe WASREB Cuidelines and may

not have officially utilized the resources at the Company's disposal.

replacements, meter calibralion, terminating cut off accounts and illegal
connections. This unit is headed by a supervisor

. Mctcr Rcplac.€ment The lalest being of 1200 Nos. metcrs for the Sub

Disuict Metered Areas (DMAS) -Mortgage, Majengo and the I l6 Nos.

top consumeB. This was done partly through the suppon ofGabby Africa
. Burst and leaks repairs. Leaks and bursts repairs are being done on time

and recorded io enable us prioritize on areas that need pipe replacement.
. NRW Interdepartmental Commiftee : We havc also established an NRW

Committee which comprises of members selectcd from all the

departncnts thal review and track NRW Reduction activities.
. we arc parhering with the Water Police Unit to deal with defaulters,

illcgal connections and water theft
. Carry out Customer ldentification Survcy( CIS

In the long term, wc intcnd to fully implement the NRW Reduction Plan as follows.
. A meter testing bench shall be procured and delivered under the KIW long

term expansion program CLOT 3 . This will b€ used to ensure that all

meters are accurate in line with NRW management SOP.

. Last Mile connectivity: Implementation oflast mile connectivity to Sosiot

,Belgut and Ainamoi areas in our service arcas . This will increase on

billing and reduaion ofNRW in $e Long term
. MeteI Replacement: As a company, we intend to procure 500No meteB

for replacement every financial year to ensure meter efficiency.

Non-complirncc with Public Finrnce lllenrgement Fisc.l Rcsponsibility Principlcs

The statcment ofprofil or loss and other comprehensivc income and as disclosed in Note
l0 lo the financial stalements rcflects expenditure ofKshs.l63,953,017 on staff costs

which rcpresents 63.6% of the total rcvenue of Kshs.2 57,687,81 8. This is contrary to
Regulation 25(lxb) of the Public Financ€ Managemcnt (County Govemments)

Regulations, 2015, which requires thc County Covemments expenditure on wages and

benefis for its public officers to be limitcd to 3570 ofthe total revenue.

In the circumslances. the Company Management was in breach ofthe law

Wc acknowledge that the company has high exp€nditure on staffcosls.
Out ofkshs 163,953,017 on staff costs kshs 12t,083,248 relates to gross salary and

allowances for cmployees and kshs12,743,542 relates to employers contribution to $e
pension schemes.

During the financial year, production was largely affected by disconnections ofbulk
water supply and power bills and prolonged drought. The use ofa non-cost reflectiyc
tatiff also contributed to the reduc€d revenue. The company has a mllective
bargaining ageement in place in regards to stalf costs. [n addition, most ofthe staff
werc inherited from the defunct municipal council and National Water and Pipeline

Corporation.

In the short term we have always encouraged our staff to go on early retirement. In
this financial year, we have had 2No staffrequest for early retirement.

Unresolved Continuous
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Additionally we are not replacing staffwho have retired and minimize on ovenime.



Kericho Water and Sanitation C ,any Limited.
Annual Reports and Financial St-.-ments
For the year ended June 30, 2024

In addition to the above ,we are working on reducing NRW further which will allow
the company to increase its opcrating revente.(re/er abwe) The implemcntation ifthc
new tariffwill also largely contribute to operating revenue.

:r-on-Complience with the One-'l'hird of Basic Selery Rule

During the year, it was noted thal eleven (l l) employees camed a net salary ofless than

a third ( 1,B) of their respcctivc basic salaries contrary to Section C.l (3) of the Public

Service Commission (PSC) Human Resource Policics and Procedures Manual for the

Public Service, 20t6, which rcquires that deductions should not excted a third of the

basic pay.

In the circumstances, the Managemcnl contavened Section C.l (3) ofthe Public Servict
Commission (PSC) Human Resource Policies, 2016 and this may expose the staff to
p€cuniary embarassment

Employees are members of savings and crcdit coop€ratives societies (SACCO'S),

and the SACCO'S approve loans based on guarantors whom the company do€sn't have

any control over on the a third rule. The same is later sent to the company to deducl

which results in the non-compliance.

Unresolved Continous

Non-Cornplisnce wilh l-aw on Ethnic Composition

During the year under review, the total number ofemployees of the Company was one

hundred and seventy-ninc (179) out of which one hundrcd urd seventy-thrce (173) or
96% ofthe total number were members ofthe dominant cthnic community in the county.

This is contrary to Section 7(l) and (2) of the National Cohesion and Integration Act"

2008 which statcs thal, all public offices shall seek to represent the diversity of the

people of Kenya in thc cmploymcnt of staff and thal no public institution shall hav€

more than one-third of its stalfesablishment fiom thc same clhnic community

StafI working al thc Company wcre staff transfened from the defunct Municipal
Council of Kericho and the former National Water and Pipeline Corporation and

Conscrvation thereforc major recruitrncnt was donc before devolved units of
Covemment camc into plac€. However, as we recruil we endeavour to balance the

same to rcflect l}le provisions ofthc National Cohesion and Integation Act 2008

We acknowledge thal the company has not remittcd retirement benefit obligations.

The company has been facing financial challenges due to inconsistent water supply

and non-cost reflective tarifl.
Out of Kshs 84,387,167 , Kshs 14,773.017 were inherited fiom Tililbei Water and

Sanitation Company.

Cunently we are implementing a new tarilTand our forecasts would allow us to rcduce

on the same gradually oYer time.

[:stly wc have a requcst to the County Govemment ofKericho to suppon us clear thc

outstanding amount.
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tlnremitted Retiremsnt Benefi ts Obligrtions

The statement of financial position and as disclosed in Note 26 to the financial
statements reflects a balanc€ of Kshs.13,143,036 on currenl retirement benefit

obligations and a balanc€ of Kshs.7l,244,l6l on non-cunent retirement benefit

obligations. During the audit it was noted that the Company had not remittcd employe€

retirement deductions amounting to Kshs.84,3t7,167 as detailed below:
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Failure to remit statutory deductions is a breach ofthe law and may attact penalties and

fines to the Company, which will continuc to increase liabilities. No provision for $e
fines and penalties has been factored in these financial statements. Non-reminance of
retiremenl benefit obligation also denies the retirees the due benefit exposing lhem to

unwarranted suffering.

l-ltrrcmitled Stttutory Dcductioos
The statement of financia.l position reflects trade and other payables b&lance of
Kshs.224,t 14,598 whiclq as disclosed in Note 27 to the financia.l statements includcs

cmployee payables ofKshs.55,678,768 which comprises ofunrcmined Pay As You Eam

tax of Kshs. 16,997,425, NSSF Kshs.99,854, NHIF Kshs.439,470, salary ancars

Kshs.23,122,985 and other deductions amounting to Kshs.15,321,005 relating to Sacco

deductions and loan repayments. Maratcment indicated thal failure to submit the

slatutory deductions was occasioned by lack of funds.

Failure to pay statulory deductions is breach of the la\x and it continues to altact
penalties, which continues to increas€ liabilities to the Company.

We acknowledge the existence of Employee payables amountint to Kshss5,67t,76E

in relation to employees' salaries. Thc company has been facing financia.l challenges

due to inconsistent watcr supply 8nd nonrost reflective tariff.
The amouns for NSSF Kshs.99,E54, NHIF Kshs.439.470 were for thc month ofJune
2022 .The amount in relation to PAYE of Kshs 16,997,425 , kshs 1,721,401 is June

2022 salaries. The balance ofkshs 15,276,024 relatss to thc financial year 2012/2013

when a CBA was implemented and the amount was due to accumulatcd arrears.

Other Deductions amounting to Kshs 15,329,005 are loans deductions, insurances, net
salaries

Salary anears of Kshs.23,122,9E5 resulted from an outstanding Collectivc Bargainint
Agre€mcnt which is yct to be implemented.

In the shon term , t}le arnounts relating to June 2022 PAYE, NSSF, NHIF , Other

deductions were paid

For the PAYE balance a discussion with KRA on the same on modalities ofentering
into pan paym€nt agreement to clear lhe sarnc

Name :Kibii Chepkwony Siele

Signature

Managing Dire r ,6-ktnxDate
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,.{pfiendix II: Projects Implemented By The Company

Projects
Projects implemented by the Company Funded by development partners

Project title Project Number Donor Period/
duration

Donor
commitment

Separate

donor
reporting
required as

per the

donor
agreement
(YesA{o)

Consolidated
in these

financial
statements
(Yes/IIo)

Kapsoit- Sosiot

Water Pipeline

Project

Water

Fund

6months 84% Yes Yes

O8S/KERICHO/KERIC HO/20 Water

Fund

6months 84% Yes YesKapkatet Public

Sanitation

Facility

Status of Projects completion

Project Total
project
Cost

Total
expended

to date

Completion
oh to date

Budget Actual Sou rces

of funds

I Kapsoit-
Sosiot Water

Pipeline

Project 19,348,5 I 5

8,892,208 80% 19,348,5 I 5 8,892,208 Water
Fund and

Kewasco

') Kapkatet

Public

Sanitation

Facility 6,t99,219

96,307 t% 6,199,219 96,307 Water
Fund and

Kewasco

4t
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Appendix III: Recording of Transfers from Other Government Entities

Name of the

County/lVIDA./Donor
Transferring the

funds

Where Recorded/recognized

Date
received

as per

bank
statement

Nature: Recurrent/
Development/Others

Total
Amount -

KES

Statement of
Comprehensive

income

Capital
Fu nd

Deferred
Income

Receivables Others
- must

be

specific

Total
Transfers
during the

Year

Waler Fund 09t03t2023 Development
6. I 9l ,525

0
5,7t4,n3 477,412

0 0

Water Fund 18105t2023 Development
!,983,750

573,963
t,149,946 259,84t 0 0

Gatsby Africa /Donor |10U2023 Development
4,750,000

0
4,747,358 2,642

0 0 0

Total 12,,925,275 573,963 1l ,6 ll,4l7 739,895

\

4t
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0
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