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l. Acronyms and Glossary of Terms
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2. Kc1' Iintitl l nfornration

Background information

Kitui Water and Sanitation Company is a company timited by guarantee and was incorporated on lOth

April 2006 by the then detunct Kitui Municipal Council. lt is currently wholly owned by the County

Government of Kitui in line with the Water Services Regulatory Board (WASREB) Corporate

Governance Guidelines 2018, section 3.3.1 (5) which provides that "Where companies were limited by

guarantee and the main guarantr)rs were the defunct local authorities it is clear that even betbre those

memorandum and articles olassociation are amended, the county govemment is a bona f-rde member

taking up the place ol'the detunct local authorities as a guarantor".

The Company has the core mandate of providing water and sanitation services to Kitui Municipality,

its environs and part of Machakos County where the main (producing 90?6 o.f lhe waler .supplied by

KITIryASCO) watcr source Masinga dam is located. Other sources are boreholes of lthookwe,

Matinyani, llusya, Mbooni, Mutune, Kanyangi and several subwells. The completion of Umaa Dam

and Kangukangu water project will supplement water supply and ease water rationing during dry

scasolls

The Company covers a total area of approximately 733Km2 (representing 51'% serving o population of

232,420) and serves the fbllowing seven (7) sub counties with piped water: Masinga (Machakos

County) and Kitui West, Kitui Rural, Kitui Central, Kitui South, Kitui Eastand partsof Mwingi West

(Kitui County). Kitui County consumes 66%o of the water produced from Masinga Dam while

Machakos County consumes 34%o.

Principal Activities

The principal activity of the Kitui Water and Sanitation Company is to provide sustainable, safe and

adequate water services for domestic, industrial and commercial use in a cost-effbctive manner and

effectively manage the resultant waste water with a committed and motivated human resource.

Vision
'lo be a reputable provider adequate, reliable, sale water and sewerage services.

Mission

To provide sustainable, safb and adequate water and sewerage services to our customers in a cost-

eflfective manner.

l
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Core Values

Our core values include transparency and accountability, integrity, professionalism, teamwork and

creativity and innovation.

KITWASCO Mandate

The mandate olthe ('ompany is; -

o To ensure that it possesses and retains all the necessary expertise necessary to fulfil the

technical, commercial, financial and administrative lunctions.

o To provide the services within the KITWASCO's defined Service Area.

r To meet all the required standards, guidelines and provisions of the SPA.

r To obtain a[[ necessary licenses, permits and warranties nccessary to carry out its

obligations in accordance with statutes in tbrce.

o To maintain the assets in good working order and not to dispose olany assets without the

authoriz-ation of Tanathi Water Services Board.

r To tulfil the perfbrmance targets set in performance contract signed and achieve them

within the set timelines

o To come up with proposals for improvement of the assets so as to enhance service delivery.

o 'l'o carry out connection and disconnection of services to properties for non-payment fbr

water and sanitation services.

o To take legal action for breach of obligations by customers and others causing damage or

adversely aff'ecting the services.

r To ensure that appropriate measures for the protection of the environment are adhered to

in line with appropriate legislations.

r To maintain, exercise all statutory powers within the area, in relation to works, assets, pipe

work and appurtenances of the water supply and sanitation systems.

Directors

The Directors who served the Kitui Water and Sanitation Company Limited during the yearlperiod

were as follows:

l. John Muthui - Chairman - Appointed November 2023

2. Annah Mwende Vundi -Member - Appointed November 2023

3. James Mutunga Munuve -Member - Appointed November 2023

4. Danaris Mbula Mwanzia -Member - Appointed November 2023

5. Albanus Kioko Muthama -Member Appointed November 2023

tv
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6. Nathan Kasamba Vungo - CO Water

l. Patrick Masila Munuve - CO Economic Planning

8. June Mawia Munyao - Ag. Managing Director

Company Secretary

N/A

Registered Office
Kyangwithya- Misewani Rd,

Opposite Governor's offi ce

P.O Box 341-90200 Kitui Kenya

Corporate Headquarters
Kyangwithya- Misewani Rd,

Opposite Governor's offi ce

P.O Box 341-90200 Kitui Kenya

Corporate Contacts

Telephone : (2 5 4)7 0 I 54 5 5 5 4, (25 4)7 323333 0

Il-mail:kitwasco gmail.com

Websitc: wrvw o.ke

Corporate Bankers

Kenya Comnrcrcial Bank

P.O Box 683-90200

KITUI

Kenya Post Ollice Saving Bank

P.O Box 668-90200

KITUI

M-pesa Pay bill

P.O Box 66827 -00800

NAIROBI

-Appointed August 2022

-Appointed August 2022

-Appointed March 2023

Co-operative []ank.

P.O Box 668-90200

KITUI
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Independcnt Auditor
Auditor General

The Oftlce o['thc Auditor General

Anniversary 
.l'owers, 

University Way

P.O. Box 30084GPO 00100

Nairobi, Kcnya

Principal Legal Advisers
'l-he Attorney (icneral

State Law Otlicc, Ilarambee Avenue

P.O. llox 40112

City Squarc 00200

Nairobi, Kenya
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3. 'thc lloard of l)irectors

Itcf I)ircctors Details

Born in 1974

Bachelor of Commerce-Finance Option

He is an Accountant by profession

He has over 20 years' experience with the private

sector serving in Faulu Kenya Ltd and Jitegemee

Credit

He is the chair to the Board

I

.lohn Muthui

Annah Mwendc Vundi

Born in 1992

Bachelor Degree in Law

She is an Advocate olthe l-ligh Court and has

been practising since 2017

She is currently a partner at Vundi & Associates

Advocates.

Independent Director and chair oIthe Finance

and Corporate Services Committee

2

Born in 1977

Bachelor of Science Degree-Appropriate

Technology

He is an Appropriate Technologist by profession

He has extensive experience in the NGO's since

the year 2000 where he has worked with Solar

World EA Ltd, Adventist Development and

Reliel Agency (ADRA), Catholic Diocese of

Kitui- Emop programme, Caritus Kitui. He has

.,

James Mutunga Munuve
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Directo rs Detai ls

I

(i

IN v
(,i.. r b

\

\

.tL '{.:

t,

I

\
I

I

I
I

7
7

't



Kitui Watcr and Sanitation Compan)' t,imited
Annual Rcport and Financial Statements for the year ended .lunc 30, 2024

also served as a member of County Assembly ,- "

Kitui-Kanziko ward from March 2013 to August

2022.

lndependent Director and Chair ol the l'echnical

committee

4

I)an.raris Mbula Mwanzia

Bom in 1973

Bachelor o[ Arts in Social Work

Diploma in Community Development and

Project Management

She is a Social Worker by Profbssion

She has vast experience in Climate Change

Adaptations Interventions, Programme Cycle

Management, HIV Prevention, Care and

Management having worked for Caritus Kitui,

Centre fbr Health Solutions and currently Kitui

Development Centre

Independent Director

5

I

Albanus Kioko Muthama

Bom in 1964

Bachelor of Science- Computer Science and

Mathematics

He has worked with Madison Insurance

Company for over 9 years at senior positions

He has been self employed as a Conlractor since

2001

Independent Director and Chair of the Audit

Committee
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6

Nathan Kasamba Vungo

7

-l

\

Born in 1978

Bcom; MBA-Marketing

He has extensive experience in marketing,

Research and analysis having served in various

capacities at BAT Kenya, LOreal East Aliica

Limited, Farmer's Choice Limited and currently

Chief Otficer Economic Planning and Budgeting

Represents Chief Otficer County Treasury
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Born in 198 I

Bachelor of Agribusiness Management; MBA

He has extensive experience in Finance and

Auditing having served in various capacities at

CPF, Safaricom, Kitui Town Administrator and

currently Chief Officer Water Department

Represents Ministry of Water and lrrigation

Patrick Masila Munuve
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Born in 1975

Acting Managing Director (Appointed in March

2023)

MBA(Strategic Management), Bcom CIPA(K)

Secretary to the Board

It

CPA June Mawia Munyao
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{. Ket Managcmcnt Tcanr

Manager's passport-size photo and name and

key pro fcss ion/acade m ic qualifications

Il.csponsibility

cting Managing Director (Appointcd in

arch 2023)

MIIA (Strategic Management), Bcom

Irn(K)

IPA .lunc Mau'ia Munl'ao

Operations Manager

Diploma in Project Management

Internal Audit Manager

IlllA. MBA - Finance, CPA (K), IIA

\l

,/

-
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Martin Muthoka Wambua
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(lPA (llcmcnt Muinde
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I ommercial Manager

. Com (Accounting) and CPA(K)

PA Victor Muimi

Human Resource and Administration

Manager

BA Public Administration

HND - HRM

Head of Supply Chain Management

BBA - Purchasing and Supply, KISM
-at

Francis Mucndo Mutunga
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CPA.Iohn Mwangangi

Company Accountant

Bcom-Finance, CPAK
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5. Chairman's Statement

On behalf of the Board of Directors ol' Kitui Water and Sanitation

Company Ltd, I have the pleasure to present the tinancial results and annual statements for the Year

ended 30'h June2024 as tbllows: -

Review of Operations

The Company operated under turbulent economic conditions. Due to flnancial constraints brought

about by the fluctuating economic trends, the Company employed austerity measures cutting across all

heroperations. As a result, the Company was able to meet its administrative costs and partly operational

expenses which were subsidized by County Govemment of Kitui to the tune of Kshs 98,086,506.00

Additionally, the Company received a grant of Kshs 36,3 10,090.75 tiom Water Sector Trust Fund

(WSTF). During the year, Kshs 42,1 19,864 were utilized fbr Kalundu Public Sanitation Facitity, Kabati

Public Sanitation Facility, Ilimukuyu Earth dam and Kalundu and Township llousehold projects.

To support the company's operations, the Board has developed a drafl strategic plan for the period

2024-2029 whose Key Result Areas (KRA's) are (i) Non-Revenue Water Management, (ii)

Institutional Capacity Strengthening, (iii) Water and Sewerage Inliastructure Development and

Maintenance, (iv) Operational Efficiency and Customer Service (v) Financial Sustainability and (vi)

Regulatory Compliance and Corporate Govemance.

Conclusio n

On behalf of the Board of Directors, I hereby extend my deepest appreciation to the County

Government ot'Kitui, our esteemed Stakeholders, Management and the StafT fbr the continued support

and significant contribution towards driving the growth of the company. I wish to assure the

stakeholders that the Board of Directors has implemented appropriate strategies as outlined in the

strategic plan to boost and sustain improved performance geared towards self'-sustainability. We

anticipate better perlormance in the coming years.

.Ioh n uthui

Chairman

xtv
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6. Ileport Of thc Managing l)ircctor

I.O INTRODUCTION

Kitui Water and Sanitation Company is a company limited by guarantee and was incorporated on lOth

April 2006 by the then detunct Kitui Municipal Council. lt is currently wholly owned by the County

Government ol Kitui in line with the Water Services Regulatory Board (WASREB) Corporate

Governance Guidelines 2018, section 3.3.1 (5). The Company has the core mandate of providing water

and sanitation services to Kitui Municipality, its environs and part of Machakos County where the main

water source Masinga dam (producing 90% of the u,aler supplied by KITWASCO) is located.

The Company's services cover a total area ol approximately 733Km2 (serving a total population of

232,120 which represents 54'% of the lolal populution within the service area) and serves the following

seven (7) sub counties with piped water: Masinga (Machakos County) and Kitui West, Kitui Rural,

Kitui Central, Kitui South. Kitui East and parts ol Mwingi West (Kitui County). I am delighted to

present my report on the pertbrmance of the company for the tinancial year 2023-2024.

2.0 PERFORMANCE REPORT

2.1 llaler Produclion

During the year the company produced 2,650,931 cubic meters of water being an average

production of 7 .263 cubic meters daily against design capacity of I 8, 000 Cubic meters daily. With

the current production the company continues to ration its customers. lt's my hope that the

production will improve with the rehabilitation of Masinga - Kitui Water pipeline under the Last

Mile Connectivity Programme funding by Alrican Development bank through Tanathi and Athi

water works Development Agencies. The County Government of Kitui has also made a promise

to support in the procurement of more eflective pumps to enhance on the production.

2.2 Sewerage coverage

The sewer demand in Kitui town is very high and sewerage system is only 50% operational

H&
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particularly in the pro-poor areas ol Kitui town. The contractor who was to undertaking the [.asl

Mile Connectivity Programme funded by African Development Bank has since been terminated.

This programme was targeting 2,500 households and 40km distribution lines in Kitui town. We

expect to connect more customers in the coming years which will improve revenues in the near

future once the last mile connectivity sewer project is completed

2. 3 Finoncial performance

The Company has been operating under a subsidized water tarifl-. An aapplication flor tariff review was

submitted to WASREB for the tariff and the process was successfully undertaken. KITWASCO is

currently operating on a new tariff which became eft-ect on I 6th June 2024 with luly 2024 been the first

month of implementation. During the year, the Company received an amount totalling to Kshs

98,086,506.00 as subsidy from County Govemment of Kitui. Additionally, the Company received a

grant of Kshs 36,3 10,090.75 from Water Sector 'Irust trund (WSTF). During the year, Kshs 42, I 19,864

were utilized for Kalundu Public Sanitation l.'acility, Kabati Public Sanitation Facility, Ilimukuyu F.arth

dam and Kalundu and Township l{ousehold projects.

The company sales tumover was Kshs 279,881,288.00 against Kshs.233,543,124 reported in the

previous year which is a 20%o increase. T'he total expenses incurred in the year were Kshs.

312,677 ,312.00 compared to Kshs. 276,342,920.00 reported in the previous year.

The company made a deflcit of Kshs. 32,796,024 during the year which is a decrease compared to a

deficit of Kshs. 42.799.796 in the previous year. 'fhe deficit resulted lrom disruption of operations due

to prolonged power disconnection, breakdown of intake motor, high lift pumps and non-payment of

the full subsidy support by the County Govemment of Kitui as budgeted

Energy costs continue to be a threat to sustainability and took Kshs 114,057,237 which is

approximately 4lyo of total revenues of Kshs 279,88 I,288.00

2.4 Non-Revenue lValer Reduclion

The NRW moving average stood at 46oh in the 202312024 financial year. This was an improvement ol'

3%o from the 202212023 NRW which was 49%. While recognizing that the management ol NRW

requires serious investment, several measures have been pu1 in place to help in reducing NRW.

Among the measures undertaken is the establishment of a robust Non-Revenue Water management

team dubbed "t,inda maji" with enhanced budgets tbr implementation of NRW reduction programs.

The use of'technology including the use of mobile metre reading and GIS mapping have not been lcli

\\'l
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behind. The creation of District Management Areas (DMAS) to enhance accountability within

KITWASCO service area is currently underway. The management will continue to invest in emerging

technologies, enhance capacity building through training and bench marking with a view to alleviate

the effects ol'high levels olNRW.

3.0 CHALI,ENGES

a) High level of Non-Revenue Water (NRW) currently at a moving average of 46%o in the 202312024

FY. This far below the WASRIjB benchmark of 25o/o.

b) I-ligh costs of water production most specifically electricity bills lbr the main production plant al

Masinga Dam approximated at Kshs. 12.5 Million per month.

c) Inadequate water supply resulting to serious water rationing which is evidenced by the current

served area only at 54o/o and the hours ofsupply at fourteen per day;

d) Overdependence on Masinga Dam the main source (producing 90'% of the supplied volume) ol'

water. A break down at Masinga adversely affects water supply within the Company's service area.

e) Underutilized sewer system resulting to poor sewerage services within Kitui County headquarters

and its environs due to the non-completion of the last mile connectivity project.

0 Non etficient pumps at Masinga Production plant which is the main source of water fbr the

Company. As a result, the treatment plant is underutilized with a current daily production of

1 1,000M3 while the treatment works capacity is 18,000M3 per day.

g) Dilapidated raw water floating intake at Masinga Production plant.

h) Old dilapidated pipeline and infiastructure that is prone to burst and leakages leading to water losses

i) Declining capacity of water resources; climate change and destruction of wetlands continue to be

a major challenge.

CONCLUSION

On behalf of the entire Management, I extend my sincere appreciation to alt staff, customers,

development partners, County Government of Kitui and other stakeholders for their support. It is my

hope that the same enabling environment shall continue to prevail as we soldier on towards self-

sustainability.

.lunc Maw'ia Munyao
I\I rr nagin I)ircctor

xvll
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(Statement Of Performance Against Predetermined Objectives for FY 202312024)

Section 164 Subsection 2 (l) ol'the Public Finance Management Acl,2012 requires the accounting

oUrcer to include in the financial statement, a statement of the County Government entity's

perfbrmance against predetermined objectives.

KITWASCO has five strategic pillars and objectives within its Strategic Plan for the [rY 2Ol7l20l8-

202112022. These strategic pillars are as tbllows:

Pillar l: Water and sewerage inliastructure development.

Pillar 2: Operational efticiency and customer service

Pillar 3: Financial sustainability

Pillar 4: Institutional Capacity Strengthening

Pillar 5 : Corporate Governance

KI'I'WASCO develops its annual work plans based on the above live pillars. Assessment olthe lloard's

pertbrmance against its annual work plan is done on a quarterly basis. KITWASCO achievcd its

perfbrmance targets set fbr the IrY 202312024 period lor its tlve strategic pillars, as indicated in the

diagram below:

Ac h icve men tsObjectivc Key Performancc

Indicators

Activitics

l'illar I a) Increased water

supply.

b) Increased

Sanitation.

-lncreased Production

-Water Distribution

-Rehabilitation ol

pipelines

-lncreased sewer

connections.

New pump

Line extension

Rehabilitation of

existing line

Connecting of

households.

I'illar 2 a) Reduce NRW

b) Operation

efficiency

c) Customer

satisfaction.

-Reduce water

leakage

-Meter reading

efficiency

-lmproving field

operations

-Line patrols

-Automation

-Purchase of more

M/cycles

-Platlbrm to

receive

complains.

-Reduced NRW lrom

49%o ttt 460/o.

-Automation ol'meter

reading.

-lncreased patrols and

surveillance

operations

xvl

- Billing fiom Ksh

10.3M to I0.5M per

month.

-New Distribution line

l5KM ofasso(ed

sizes

Rehabi Iitated/l.Jpgradi

ng 5.3KM

Stratcgic

Pilla r
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-Quick response to

customer complains

-undertaken several

Customer Outreach &

Education Ibrums

Pillar 3 a)O&MCoverage

b) Increase billing.

c)Reduce debt levels

d)Robust financial

management system

-Grow sales from 8M

to

42M per month.

-Push for cost

reduction measures.

-New water tarift.

-lncrease collection

elliciency.

-Formulation of debt

policy

-Acquire ERP.

-Automation of

billing activities.

-Adherence to

PPOA

procedures.

-Engagement of

collection agents

Pillar 4 a) Staff alignment

b) Strengthen human

capital.

c) timployee

satisfaction level.

d)Company image.

-Ncw organization

structure.

-Staff rationalization.

-New human resource

manual

- Perfbrmancc

management policy

-Stalf trainings

-Organizational

culture change

-Developing

organizational

structure.

-Staff placement

in New scheme of

service.

-Organizing

regular staff

trainings.

a) BOD trainings

b) lrnproving

stakeholder's

relations

-Strengthening BOD

capacity.

-Developing

instruments of good

corporate govemance

-Dcveloping risk mgt

strategy.

-Organizing for

trainings.

-Holding BOD

meetings as per

guidelines

-Holding AGM

regularly

-BOD meeting done as

per guidelines

I)il lirr 5

xrx

-lncreased revenue

from 10.3M to 10.5M.

-O&Mcoverageat

540h

-Upgraded ERPNext

software.

-All staff on

performance

management
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7. Corporate Governance Statement

T'he corporate governance structure ensures that we act with high standards of corporate behaviour

and in the best interest of our stakeholders. The Board of Directors has the authority to perfbrm the

functions and determine the policies that control the entities activities.

The structure of the Board is as per the corporate governance guidelines issued by the Water Services

Regulatory Board.

o The Board of Directors comprises 7 members nominated by respective stakeholder

institutions.

. The Managing Director sits in the board as a full-time director and as a secretary.

. The Directors have a broad range ofqualifications, skills and experience.

. The Board has tbur committees namely; Technical committee, Finance and Procurement,

Human Resource and General Purpose committee, and Audit Committee.

. Any issue(s) outside the scope of the above committees may be handled by specially

constituted adhoc committee made by a resolution of the Board of Directors including its

membership.

o The Board in consultation with the management develops strategic direction fbr annual and

long-term period.

o The board also prepares for the Annual General Meeting and determines the agendas in which

the annual audited accounts are presented.

At its regular meetings, the Board considerations include;

o Technical and financial progress quarterly reports.

o Audit reviews and quarterly reports.

To effectively carryout govemance responsibilities, the Board has established four board committees

with specific delegated mandates. The membership is summarized as tbllows;

l. Technical committee

The composition of the committee is as follows;

o Gustus Mutio-Chair upto 3'd August 2023

o Dr Grace Mutia-Member

o Stanley Mang'eli-Member

o James Munuve- Chair liom November 2023

. Albanus Muthama- Member

. DamarisMwanzia-Member
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r Nathan K Vungo-Member

'l'he committee secretary is the Technical Manager. Each nrember ol'the committee has a general

tamiliarity with the technical aspects of the water and sanitation industry necessary to undertake the

committee's responsibilities to oversee the company's technical activities. The functions and

responsibilities oI the committee are as fbllows;

o Advises the Board in monitoring and reviewing any project(s) development and major asset

acquisition.

. Review and make recommendations to the Board of Directors on matters relating to the

infrastructure assets of the company including master plans, capital plans etc.

2. Audit committee

The composition of the Audit Commitee is as follows;

o Gustus Mutio - Member up to 3'd August 2023

o Queen Masila - Member

o Patrick Munuve - Member

. Albanus Muthama-Chair from November 2023

o Damaris Mwanzia-Member

r Annah Vundi-Member

The Committee Secretary is the Intemal Audit Manager. Each member of the committee has a

general familiarity with the duties and responsibilities of all members of the committee.

The functions and responsibilities of the Audit committee are to provide oversight and advice in the

tbllowing areas:

o Internal control systems.

. Govemance structures

. Risk management

o Financial statements

. Compliancerequirements

o Extemal and lntemal audit including approval of annual work plans

o Review of entity's performance

The committee meets quarterly and presents its reports to the full Board of Directors meeting.

3. Finance & Corporate services Committce

The composition ol'the Committee is as follows;

o Dr Grace Mutia-Chair up to 3'd August 2023
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o Queen Moli- Member

o Patrick Munuve-Member

o Nathan K Vungo-Member

o Annah Vundi- Chair lrom November 2023

. James Munuve-Member

The Committee Secretary is the Human Resource and Administration Manager. Each member of the

committee has a general familiarity with the duties and responsibilities of all members of the

committee.

The functions and responsibilities of the committee are as follows:

r Review and approve budget estimates

r Review procurement system, procedures and structures to ensure compliance with all laws

and regulations

. Approve and oversee the operationalization of procurement plans

o Monitor on quarterly basis the tinancial performance of the company

o Continually review the company's structure, co-functions and optimum establishment

o Examine policy and procedures on employmenl and stafT promotion

. Review the Collective bargaining agreement (CBA) and make recommendations

. Review the company's Human resource policies and recommend to the Board any

amendments for approval.

The committee meets quarterly and presents its reports to the tull Board of Directors meeting

Committee and Full Board meetings attendance

'fhe attendance of the various directors is as tabulated below:

l)ircctor Full lloard lloa rtl
('onrmittce

Special
Iloard

I I Iarrison NYunru 2 0 0

2 2 2 0

-l Stanley Mangeli 2 2 0

4 (iustus Mutiir 2 2 0

5 Queen Masila ) 2 0

(r Nathan Vungo 4 5 0

7 l)atrick M unuve 4 5 0

t{ John Muthui 2 I 0

\\ll
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4Annah Vundi 2 I9

2 I -)l0 Damaris Mwanzia

2 I 4ll Albanus Muthama

I 4l2 .lames Munuve 2
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8. Management Discussion and Analysis

During the year under review the company operational performance remained tairly moderate with a

slight drop in revenues amid tough economic times. In general, the resiliency of our operations was

evident throughout the financial year.

The company received financial support from the County Government ol'Kitui through payment ol

electricity bills tbr Masinga treatment works to a tune of Kshs 98,086,506.00 Additionally, the

Company received a grant of Kshs 36,3 10,090.75 from Water Sector Trust Fund (WSTtr). During the

year, Kshs 42,119,864 were utilized fbr Kalundu Public Sanitation Facility, Kabati Public Sanitation

Facility, Ilimukuyu Earth dam and Kalundu and Township tlousehold projects

Water sector trust fund through the EU-Climate Proof t'ed Inlrastructure Program lor arid areas is

financing the Ilimukuyu water project, which is ongoing. Upon completion the project will serve the

residents ofEndau market one ofthe areas adversely affected by drought.

The Last Mile Connectivity Project funded by The World bank through Athi and'fanathi water works

development agencies is ongoing. Upon completion the project will reduce fiequent burst and increase

water supply in Kitui town and other areas. This also reduces the level olnon-revenue water which has

been a major challenge fbr company. This is expected to double the billing per month thus improving

the liquidity level lbr the organization.

The same contractor is expected to connect most of building in town to our sewer mainline.'l'he revenue

for sewer is likely to increase thus growing the protitability ot'the organization while in.rproving the

level o[ sanitation in Kitui town.

In the year under review, our own source revenue dropped to 138,928,718 tiom ksh 157,999,406 in the

previous year.

In the area of compliance to statutory obligation, we managed to clear part olour taxes and other payroll

deductions. However, we have made arrangements to settle all other outstanding regulatory levies. Our

major risk remains the high cost of energy i.e. pumping water from Masinga to Kitui town and its

environments. Our monthly electricity bill on average is Ksh12,000,000. This cost used to be paid in
full by the County Government of Kitui as subsidy which has been partially reduced with the company

having to pay part of the bill. The other risk is the high Non -revenue water (water [oss). We have

managed to sustain a reduction of the levels of Non-Revenue Water from 49o/o in202212023 lo 46Yo in

202312024 financial year. We acknowledge the importance ol reducing NRW. As such avenues have

been identified and mitigating measures budgeted for in the coming financial year. We have therelore

among others: Established a Non-Revenue Water management unit, budget allocation lor NRW
reduction programs enhanced, disciplinary actions taken on errant employees, constant raids and

arrests, enhanced trainings, inspection and Surveillance and the introduction ol mobile meter reading.
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The management will continue to invest on emerging technologies and materials with a view to
alleviating the efl'ects ol high levels of NRW.

9. Environmental And Sustainability Reporting

KITWASCO exists to transform lives. This is our purpose, the driving force behind everything we do.

It's what guides us to deliver our strategy, which is founded on three pillars: putting the Citizen flrst.,

delivering water and sewer services, and improving operational excellence. Below is a brief highlight

of our achievements in each pillar

i) Sustoinability strategt and proJile

Kitui water and Sanitation Company has managed to ensure that the people of Kitui are getting

water seven days per week with minimal water rationing. With the support of the County

Govemor Hon. Julius Malombe, we have managed to extend our water supply system to a large

population. We have also been handed over many boreholes powered by solar from County

Government of Kitui.

ii) Environmentalperformonce

We are in the process of developing our Environmental policy but this does not mean we are

not doing anything. We have ensured that all our wastes are well managed and disposed in the

best way possible. With some of the best sewer pods in the country, we have ensured all the

waste from connected customer is well disposed.

iii) Employee welfare

he company organizes for benchmarking trips in other water service providers to learn and

acquaint with the best practices. A performance management tool for appraising all the staff on

annual basis is in place and the best employees are awarded. The company is in the process of

procuring the service of consultant to formulate our policy on health and safety at workplace.

iv) Market place proctices

a) Responsiblecompetitionpraclice.

Our operations are guided by the best procedures and policies. Our policies and manuals

are frequently reviewed to accommodate the emerging issues. The procurement

department is guided by Public Procurement and Asset Disposal Act 2015 and

regulations 2020.

b) Responsible Supply chain and supplier relations

We normally ensure that our service providers are paid in time and thus the supply of

goods and services are not interrupted.

c) Responsible markeling and advertisemenl
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The company while publicizing its products ensures our marketing and advertising

campaigns are conducted using lair language, are morally upright and adhere to othcr

tair advertising and marketing practices.

The entity is in the process of lbrmalizing responsible marketing and advertisement

policy.

d) Product stewardship
'Ihe Company is committed to provide sustainable, saf'e and adequate water serviccs to

her customers in a cost effective manner and eftectively manage the resultant waste

water in compliance with the water regulator's set guidelines and standards.

v) Corporale Social Responsibility / Community Engagements

Water is lif'e. We ensure that the charitable organizations in our area of operation occasionally

get free water. The company also deliver free water on request to all burial ceremonies in Kitui

County.
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10. Report 0f the Directors

The Directors submit their report together with the audited linancial statements for the year ended Junc

30,2024 which show the state of the company's allairs.

i) Principalactivities

The principal activities of the Company are;

/ To provide and distribute constant supply of water firr commercial, industrial and domestic

purpose within its area ofjurisdiction within Kitui County and its environs.

/ To be responsible for provision and maintenance of water and sewerage services within Kitui

County and its environs.

ii) Results

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

of the protit or loss made during the year.

iii) Directors

The members of the Board of Directors who served during the year are shown on page vii and viii in

accordance with Regulation of the Kitui Water and Sanitation Ltd Articles of Association.

iv) Auditors

The Auditor General is responsible for the statutory audit of the (lompany in accordance with z\rticlc

229 of the Constitution of Kenya and the Public Audit Act 20 I 5 to carry out the audit of the Company

for the year/period ended June 30, 2024, or in accordance with section 23 of the Public Audit Act, 2015

which empowers the Auditor General to appoint an auditor to audit on his behalf.

Ily Ordcr of the Board

June Mawia Munyao
Secretarv to the Board
Datc: gDlrl 

lz-r: 
z1
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I l. Statement Of Directors' Responsibilities

Section 164 of the Public Finance Management Act, 2012 and companies Act 2015 require the

Directors to prepare llnancial statements in respect of that Company, which give a true and lair vicw

of the state ol'af'tairs of the Company at the end ol-the tlnancial yearlperiod and the operating results

of the Company tbr that yearlperiod. '[he Directors are also required to ensure that the KI'IWASCO

keeps proper accounting records which disclose with reasonable accuracy the financial position ot'

KI'I'WASCO. -l'he 
Directors are also responsible lbr sal'eguarding the assets of KITWASCO.

The Directors are responsible for the preparation and presentation of KI'IWASCO financial statements,

which give a true and fair view of the state of affairs of the Company for and as at the end of the flnancial

year (period) ended on June 30, 2024. T'his responsibility includes: (i) Maintaining adequate I'inancial

management arrangements and ensuring that these continue to be ef'fective throughout the reporting

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

time the financial position of the entity; (iii) Designing. implementing and maintaining lnlernal

controls relevant to the preparation and fair presentation ol'the financial statements, and ensuring that

they are f'ree from material misstatements, whether due to error or tiaud; (iv) Safeguarding the assets

of the Company; (v) Selecting and applying appropriate accounting policies; and (vi) Making

accounting estimates that are reasonable in the circumstances.

The Directors take responsibility for KITWASCO llnancial statements, which have been prepared using

appropriate accounting policies supported by reasonable and prudent judgements and estimates, in

confbrmity with lntemational Financial Reporting Standards (IFRS), and in the manner required by thc

PFM Act.20l2, Water act2016 and Companies Act 2015.
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Statement of f)irectors' Responsibilities (Continued)

The Directors are of the opinion that KITWASCO's financial statements give a true and fair view of the

state of KITWASCO's transactions during the financial year ended June 30, 2024, and of KITWASCO's

financial position as at that date. I'hc Directors further confirm the completeness of the accounting

records maintained for the KI'IWASCO, which have been relied upon in the preparation of the

KITWASCO financial statements as well as the adequacy of the systems of intemal financial control.

Nothing has come to the attention ol'the Directors to indicate that KITWASCO will not remain a going

concem for at least the next twelve months from the date of this statement.

Approval of thc financial statcmcnts

The company financial statements were approved by the Board on

on its behalf by:

2024 and signed

Signature S ignatu re. .

o

xx lx

John Muthui
Chairperson of the Board

.Iunc Mawia Munyao
Managinq Director
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REPORT OF THE AUDITOR . GENERAL ON KITUI WATER AND SANITATION
COMPANY 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 internal
operations. This responds to the effectiveness of the governance structure, risk
management environment and internal controls, developed and implemented by those
charged with governance for orderly, efficient and effective operations of the entity.

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 ol the Constitution, the
Public Finance Managemenl Acl,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 Kitui Water and Sanitation
Company set out on pages I lo 47 which comprise of the statement of financial position
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as at 30 June,2O24 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 effects of the matter described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of Kitui Water and Sanitation Company 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 (IFRS) and comply with the
water Act, 2016, the companies Act, 2015 and the public Finance Management
4ct,2012.

Basis for Qualified Opinion

Long Outstanding Trade and Receivables

The slatement of financial position reflects trade and receivable balance of
Kshs.227,262,517 as disclosed in Note 18 to the financial statements. lncluded in the
balance are trade receivables amounting to Kshs.170,604,807 which have been
outstanding for more than 120 days. The company did not indicate any measures put in
place to recover the long outstanding receivables.

ln the circumstances, the accuracy and recoverability of trade and receivable balance of
Kshs.170,604,807 could not be confirmed.

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

Emphasis of Mafter

1. Budgetary Contro! and Performance

The statement of comparison of budget and actual amounts reflects final revenue budget
and actual on comparable basis of Kshs.339,847,646 and Kshs.279,gg1,2gg
respectively, resulting to under-funding of Kshs.59,966,358 or approximately 1g% of the
budget.

The under-funding may affect the planned activities and may impact negatively on service
delivery to the public.

Report o/the Auditor-General on Kitui lltater and Sanitation Company Limitedfor the year ended 30 June 2024
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2. Long Outstanding Trade and Other Payables

The statement of financial position reflects trade and other payables balance of
Kshs.145,404,293 as disclosed in Note 25 to the financial statements. lncluded in the
balance are trade and other payables totalling Kshs.90,208,434 that have been
outstanding for more than three (3) years. Management has not demonstrated efforts put
in place to settle the liabilities.

The Company is exposed to litigations and the risk of incurring penalties and interest for
late payments.

My opinion is not modified in respect of these matters.

Key Audit Matters

Key audit matters are those matters that, in my professional judgement, are of most
significance in the audit of the financial statements. 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

1. Unresolved Prior Year Matters

ln the audit report of the previous year, several paragraphs were raised. However,
Management has not resolved all the prior year matters as prescribed in the reporting
requirements set by the Public Sector Accounting Standards Board. Management has
also not provided any explanation for the delay in resolving the issues.

2. Material Uncertainty Relating to Going Concern

The statement of profit or loss and other comprehensive income reflects loss before
taxation of Kshs.32,796,024 (Deficit of Kshs.42,799,796 for 202212023), indicating a
marginal decrease of Kshs.10,003,772 during the period under review.

Further, the trade and other payables balance of Kshs.145,404,293 increased by
Kshs.22,578,669 from the previous year's balance of Kshs.122,825,624, which may be
an indication of the Company's inability to settle its current obligations as and when they
fall due. Management has in the annual report highlighted that the deficit resulted from
disruption of operations due to prolonged power disconnection, breakdown of intake
motor, non-efficient pumps, high energy costs, inadequate water supply and non-
payments of full subsidy support by the County Government of Kitui as budgeted.

ln the circumstances, the ability of the Company to continue to sustain its services is
dependent on continued support from the County Government and other stakeholders.

Other lnformation

Management is responsible for the other information set out on pages iii to xxix which
comprise of Key Entity lnformation, The Board of Directors, Key Management Team,

Report of the Auditor-General on Kitui llater and Sanitation Company Limitedfor the year ended 30 June 2024
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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, Report of the
Directors and Statement of Directors Responsibilities, The other information does not
include the financial statements and my audit report thereon.

ln connection with my audit on the Company's, financial statements, my responsibility is
to read the other information 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 information, I am required to
report that fact. I have nothing to report in this regard.

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

REPORT ON LAWFULNESS AND EFFECTIVENESS IN THE USE OF PUBLIC
RESOURCES

Conclusion

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

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

Basis for Conclusion

1. Non-Compliance With the Approved Staff Establishment

Review of personnel records revealed that the Company had an approved staff
establishment of ninety (90) employees while the actual number in position was one
hundred and fifteen (1'15), resulting to an over establishment by twenty (25) officers. As
previously reported the reviewed staff establishment has not been approved by the Board
contrary to Paragraph 5.7 of the Company's human resource and administration policy
manual which stipulates that, appointments to the Company shall be made to fill
authorized vacancies within the approved staff establishment. Management has not given
any explanation or authorization to support the over establishment.

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

2. Non-Compliance with Affirmative Action on Gender Equality

During the year under review, the total number of employees of the Company was one
hundred and fifteen (1 15) out of which eighty-four (84) or approximately 73ok of the total
number were male while thirty-one (31) or approximalely 27o/o are female This is contrary

Report of the Auditor-General on Kitui llater and Sanitation Company Limitedfor the year ended 30 June 2024
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to Part 8.22(2) of Public Service Commission Human Resource Policies and Procedure
Manual, 2016 which states that the Government will endeavour to have a gender
balanced Civil Service by ensuring that not more than 2 /3 of positions in its establishment
are filled by either gender.

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

3. Delay in Construction of llimukuyu Dam and Water Supply Project Phase ll

The company entered into a contract agreement with a firm on 8 December, 2023 for the
proposed construction of llimukuyu Dam and Water Supply Project Phase ll at a contract
sum of Kshs.86,165,830. The contract commenced on 19 December,2023 for a period
of six (6) months running to 18 June, 2024. However, the contract was extended for 37
days resu lting in a new completion date of 25 July, 2024. Review of supporting documents
and progress report dated November,2024 revealed that the contractor had been paid
Kshs.67,348,288 or approximately 78o/o of the contract sum and the project was 69%
complete.

Management explained that the reasons for the extension was additional works, ground
conditions for the foundation works for the dam which were substantially more adverse
than anticipated and the delay in provision of the locations for the water kiosks and
latrines. However, even after the contract extension the contractor failed to complete the
project within the agreed completion timeline. No explanation was provided for the delay
in project implementation.

ln the circumstances value for money realized from the investment of Kshs.67,348,288
could not be confirmed.

4. Excessive Non-Revenue Water

Review of the Company records revealed that water production was 2,650,931 cubic
meters (M3) during the year under review, out of which 1 ,419,782 M3 was billed to
customers. The balance of 1,231,149 M3 or approximalely 46Yo of total production
represents Non-Revenue Water (NRW This contravenes Water services Regulatory
guidelines which requires water service providers to ensure that commercial losses in
respect of water produced do not exceed 25% of total production.

ln the circumstances, Management was in breach of law.

5. Non-Compliance with Law on Ethnic Composition

During the year under review, the total number of employees of the Company was one
hundred and fifteen (115) out of which one hundred and seven (107) or approximately
93% of the total number were members of the dominant ethnic community in the County.
This is contrary to Section 65(e) of the County Government Act,2O12 which requires that
in selecting candidates for appointment, the county public service board shall consider

Report of the Auditor-General on Kitui ll/ater and Sanitation Company Limitedfor the year ended 30 June 2024
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the need to ensure at least thirty percent of the vacant posts at the entry level are filled
by the candidates who are not from the dominant ethnic community in the county.

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

6. High Expenditure on Electricity

The statement of profit or loss and other comprehensive income reflects general and
operations expenses totalling Kshs.216,743,704 which as disclosed in Note 10 to the
financial statements includes Kshs.102,898,992 and Kshs.11,158,245 in respect to
electricity expenses for Masinga and boreholes respectively all totalling
Kshs.114,057,237. The total expenditure on electricity represents approximately 53% of
the total operating expenses and approximately 90o/o of the operating revenue of
Kshs.126,996,968. This means that only 10% of the operating revenue was available for
other programs.

ln the circumstances, the effectiveness and efficiency of the operations realized from the
high electricity bills could not be confirmed.

7. Failure to Refund Customer Deposits

The statement of financial position reflects refundable customer deposits balance
of Kshs.30,381,287 as disclosed in Note 26 to the financial statements. However, the
bank deposits account reflects a balance of Kshs.9,5'15,939 resulting in to a variance of
Kshs.20,865,348. As previously reported, the diffeience of Kshs.20,865,348 represents
the amount borrowed by Management to finance various activities including Endau
llimukuyu water project, security for a bank guarantee and internal borrowings of
Kshs.12,054,776, Kshs.3,175,298 and Kshs.5,622,698 respectively. This is contrary to
Section 68 (1) and (2) of the Public Finance Management Act, 2012 which stipulates that
an accounting officer for a national government entity, shall be accountable to the
National Assembly for ensuring that the resources of the respective entity for
which he or she is the accounting officer are used in a way that is lawful and
authorized, effective, efficient, economical and transparent and in the performance
of a function under subsection. An accounting officer shall ensure that all contracts
entered into by the entity are lawful and are complied with.
Although, the Board approvals were sought for the borrowings, the amount borrowed
totalling Kshs.20,865,348 inclusive of cumulative bank charges of Kshs.12,584 had not
been refundedas at30 June,2024.

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

Report of the Auditor-General on Kitui Water and Sanitation Company Limited for the year ended 30 June 2024

6

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



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

Conclusion

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

Basis for Conclusion

Lack of an Approved Information Technology Security Policy

Review of the Company's information technology systems revealed that the Company did
not have an lT policy for governance and management of its ICT resources. ln addition,
there is no ICT Steering Committee in place to assist in the development of ICT policy
framework to enable the Company realize long-term ICT strategic goals. Lack of an
approved lT policy may result in an unclear direction regarding maintenance of
information security across the organization and safeguarding the Company's ICT assets.
Further, without a sound and approved framework, users do not have any rules and
procedures to follow in order to minimize risk of errors, fraud and the loss of data
confidentiality, integ rity and availability.

ln the circumstances, the effectiveness of the lT control measures put in place could not
be confirmed.

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standards
require that I plan and perform the audit to obtain assurance about whether effective
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

Gonclusion

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 xi to xii is consistent with
the financial statements; and

il The auditable part of the Directors' remuneration report on page 38 has been
properly prepared in accordance with the Companies Act, 2015.

Report of the Auditor-General on Kitui llater and Sanitation Company Limitedfor the year ended 30 June 2024
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Responsibilities of Management and those Charged with Governance

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

ln preparing the financial statements, Management is responsible for assessing the
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
lVlanagement 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 lhe 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.

Those charged with governance 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.

Aud itor-General's Responsibilities for the Aud it

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,2015. Reasonable assurance is a high levelof assurance but is
not a guarantee that an audit conducted in accordance with lSSAls will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are

Report of the Auditor-General on Kitui llater and Sanitation Company Limitedfor the year ended 30 June 2024
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The Companies Act, 2015 requires that I report on the legal or 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.



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.

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

Detailed description of my responsibilities for the audit is located at the Office
of the Auditor-General's website at: https://www.oaqkenV a.oo. ke/aud itor-oenera ls-
responsibilities-for-audiU. This description forms part of my auditor's report

FCP v a CBS

Nairobi

27 December,2024

Report of the Auditor-General on Kitui Water and Sanitation Company Limitedfor the yeor ended 30 June 2024
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Kitui Watcr Company and Sanitation Company Limitcd
Annual lLcport and F'inancial Statements for the y'ear ended .lune 30, 2024

13. Statenrcnl ()f I'rofit or Loss & ()thcr Clomprehensivc lnconrc firr thc Ycar Endcd 30 ,luna 2024.

Note 2023-2024 2022-2023

Rcvcnuc
6

Kshs Kshs

Operating Rcvenuc

Grants Income

126,996,968 t47,093,978

7 140.952.570 75,543,7t9

Other Income 8 I I,931,750 10.905,428

Total Rcvenuc 279,8tt I ,288 233,543,l2.l

Expcnscs

STAITCOSTS 9 72.992.165 73,683,1t6

l0 2t6,743.704 186,162,807

[]oartl I rx pcnses 5,I 16.009 2,950,573

Maintcnancc Iixpcnscs t2 t6.152.427 I l,051,929

Depreciation and n mortization expenses ll 1.604.559 2,205,523

Financc Costs t4 68.44{t 288.972

Total Expcnses 312,677,312 27(t,342,920

Profi t/(Loss) Ilefore Taxation (32,796,024) (42,799,7961

Incomc Tax Expense/(Crcdit)

Profit/(Loss) Aftcr Taxation (-12.'79(,.'02J) (42.799,796)

General and Operations expenses

ll



Kitui Water (.'ompany and Sanitation Company Limited
Annual Report and Financial Statements for the year ended Junc 30, 2(12{

l,l. Statenrcnt ()f F inancial Position As at 30 .lune 2024

Notc 2023-2024 2022-2023

Kshs Kshs

Asscts

Non-current assets

Property, plant and equipment l5 25,59t,594 23,982,3t3

Intangiblc assets l.l-59.712 1,,382.932
'l'otal non-ctr rrcnt :rsset s 26,751,306 25,365,245

Currcnt assets

lnve ntorics l7 3.72e.377 3,295,719
-l-radc 

and reccivablc ilt 227,262,517 239,499,073

[]ank arrcl cash bulances l9 23.990.429 27,730.161
'f otal non-current asscts 254,982,323 270,524,953

Total Asscts 281,733,629 295,890,,I 99

Equity and liabilitics

Capital and Rcscn'cs

Capital l.'und 20 I t,845,658 I r,845,658

Rctained earnings 23 84,964,067 t17,760,09t
('apital anrl liescrvcs 96,809.'725 129,605,7.19

Non-currcnt liabilitics
24 1.277,941

'f otal non-currcnt liabilitics 1,277 ,911

Current liabilitics
Trade and other payables 25 145.404,293 122,825,624

Retundable customer deposits 26 l0.3tt l.2tt7 29,386,781

Dc l'erred income 27 9,138,324 12,194,098
'f olal currena l,iahilitics I tt-l'92.1,,901 165,006,509

Total Equity and Liabilitics 28I,733,629 295,,890,199

)

l6

Borrowings

I



Kitui Watcr ('ompanv and Sanitation ('ompany l,imitcd
Annual Report antl F'inancial Statcnrents for thc year cndctl .lunc 30,2024

The financial statements were approved by the Board on

behalf by:

g"

oa 2024 and signed on its

Johtt Muthui

('hairnran of the lloard

\

June Mawis Munl,uo

Managing l)irector

John Mwangangi

Head of Finance

ICPAK M/No:26862

3
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Kitui Water and Sanitation Company Limited
Annual Report and Financial Statements for the year ended June 30, 2024

15. Statement Of Changes in Equit"v for the Year Ended 30 June 2024

Total

As at July' 1,2022 (Previous FY) I r,8.15.658 160,559,887 172,405,5{5

Loss tbr the year (42.799.796) (42.799.796)

As at June 30,2023 (Previous FY) l l,845,658 I 17,760,091 129,605,719

As at Jull 1,2023 (Current FY) I I,8.15.658 l l 7,760,091 129,605,719

Loss fbr the year (32.796,024) (32,796,023)

At June 30,2024 (Current FY) I I,845,658 8.1,96{,067 96,809,726

4

Notes Capital Fund Retained earnings



Kitui Water and Sanitation Company l,imitcd
Annual Report and Financial Statements for thc ycar cnded .lunc 30, 2024

16. Statcnrcnl Of (lash Florvs for The Ycar Ended 30 .lunc 2024

Cash And Cash Equivalents At E,nd of thc Ycar

.)

N<ltc 2023-2024 2022-202-l

Kshs Kshs

Cash Florvs fronr Operating Activities
Rcccipts

Restalcd

C)pcratirrg Rcccipts t39,956,218 152.939.797

Grants lncorne 140,952,570 7 5.543,7 t9
Other Incorrte r 0,534,339 10,632,t78

Custorner Dcposits r,008,000 I,334,950

Total Rcccipts 292,451,127 2411,450,644

Paymc nts

StafF Costs 63,791,340 61.i9;l.i l(r
Ceneral And Operation Expenses 207,409,843 t64.477.07 t

Board E,xpenses 4.486.740 2.950,573

Ma i ntenance [')x penses t6,152,427 I 1.051.929

["inance Costs 68.448 288.972

Refund ol Custorner Deposits l(r
-f otal l)a1'ntcn ts 291,922,298 210,, r 62,,861

Net Cash From/ (Used In) Operating Activities 2tt 528,829 287,783

Cash Flows fronr lnvcsting Activities
Purchasc Ol'Propcrty. Plant And Equiprnent (P['l:) 15 & l(r (2,eej,620) (3,49 r ,6 r0)

Nct Cash From/ (Uscd [n) lnvesting Activitics (2,990,620) (3,,191,610)

(lash F-kxvs fronr l'inancing Activitics
Repayment Of Borrowings-KCB 24 (t.277,941) (t.707,792)

(1,217,941) (1,707,792)

I ncrease/(Decrease) In Cash and Cash

Equivalents (3,739,732) ({,,911,620)

Cash And Cash Equivalents At Beginning Of
Year 27.730.t61 32.641.781

l9 23,990,429 27,7311,161

26

l 3,500

Net Cash From/(Used In) Financing Activities



Kitui Water and Sanitation Company Limited
Annual Rcport and Financial Statements for the ycar cnded .lunc 30, 2024

17. Statement Of Comparison of Budget & Actual Amounts for The Year Ended 30 June

2024

"/" ol
utiliza

ion
f=d/c

110/

89ol'

7704

82%

99Yo

87%

c)lo

10001

80()h

9zYo

Original
budget

Adjustments
t'inal

hutlge t

Actual on
comparable

basis

Perfo rmanc
e differenceDesc ription

A I} C=a+b D c: c-tl

Kshs Kshs Kshs Kshsl{cvcnuc Kshs
126.996.968 38,600,i20Operating Revenue t 90.1 :r I ,834 (24.s34.546) 165,597,288

(irants 124,722,698 i4.000.000 15tt.722.(r9tl t40.952.570 17.770.t27
( )lhcr Inconre 22.999.300 (7.411.640) 15.527.6(10 I 1.93 r.750 3,595.910

I,993,8 t.t 3-19,11,17,6.16 279,88I ,288 59,966,.158'l'otal Rcvcnuc 3-i7,853,832
l,,x;rcnscs

stall'costs 75,787,531 (2, r 80.026) 73.607,505 72.992,165 615.340

4,335,658 I,570.000 5,I 16,009[]oard Expenses
(ieneral and

operations
E,xpcnses

r .28tr.3 l4 239,139,589 216.743,704

789.649

22.395.885237.85t,275

(3 r 7,3 r5) 16,180,573 16,152,427 28.146Maintenancc 16,497.888
(2e0,002) 85,959 68.448 17.5 I II"inancc costs 37s.961

[)cpreciation and

Amortization
3,005,5 r 9 (t,267 ,777) 1,737,742 1,604,559

(t,t96,806)

lji.l8:l

23,979,711
-Iotal Recurrent
E,xpenditure

337,853,,8-12

200,000
Capital
Ex pend itu re

3.' t 90,620

3f6,657,026

3,190,620 2,990.620

(32,796,,024) (32,796,1121)l) ro l'it or Loss

Total Expcnditurc 337,853,832 I,993,81.1 l39,tt{7,6{6 3l 5,667,932 21,179,7 t1

93tYt'

91'Y,

93,'1,

6

5,905,658

312,677,312



Kitui Water and Sanitation (lonrpany t,imited
Annual Report and F-inancial Statemcnts firr thc ycar ended .lunc 30, 202,t

18. Notes To the Financial Statements

l. General Information

Kitui Water and Sanitation Clompany t-td is established by and derives its authority and

accountability liom C)ompany Act. -l.he Company is wholly owned by the Kitui C-'ounty

Govemment and is domiciled in Kcnya. The Company's principal activity is to provide and

distribute constant supply ol'water ftrr conrmercial, industrial and domestic purpose within the

jurisdiction of Kitui County and parts of Machakos County.

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

of financial position and the prolit and loss account by the statement of protit or loss and other

comprehensive income in these f rnancial statements.

2. Statement of Compliance and Basis of Preparation

The financial statements have been prepared on a historical cost basis. 'I'he preparation of t'inancial

statements in contbrmity with lntemational Financial Reporting Standards (IFRS) allows the use

of estimates and assumptions. lt also requires management lo exercise judgement in the process of

applying the Company's accounting policies. The areas involving a higher degree ofjudgement or

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

disclosed.

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

functional and reporting currency ol'the Company. The tigures are rounded to the nearest Kenyan

shilling.

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

Corporations Act, Water Act 2016 and the Company's Act 2015 and International Financial

Reporting Standards (lF-RS). 'l'he accounting policies adopted have been consistently applied to all

the years presented.
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Kitui Watcr and Sanitation Company Limited
Annual Report and Financial Statemcnts for thc ycar cndcd .lune 30, 2024

Notes to the financial statcments (continucd)

3. Application of New and Revised International F-inancial lleporting Standards
(rFRS)

New and amended slondards and interprelalions in issue and effective in lhe year ended

30 June 2024.

The amendments, applicable to annual

periods beginning on or after lst January

2024, clarify a criterion in IAS I for

classifying a liability as non-current: the

requirement lor an entity to have the right to

defer settlement of the liability for at least l2

months afler the reporting period

'l'he amendment, applicable to annual

periods beginning on or after lst January

2024, requires a seller-lessee to

subsequently measure lease liabilities

arising fiom a leaseback in a way that it does

not recognise any amounl olthe gain or loss.

The arnendments. applicable to annual

periods beginning on or alter lst January

2024, inrprovc the information an cnlity

provides about liabilities arising from loan

arrangernenls lor which an entity's right to

del-er settlernent of those liahilities fbr at

lcast twelve months afller the reporting

period is subject to the entity complying with

conditions specified in the loan arrangement.

8

Amendments to IAS I

titled Classification of

Liabilities as Current

or Non-current (issued

in January 2020,

amended in October

2022\

The amendments are effective

for annual periods beginning on

or after January l, 2024. Earlier

application is perm itted.

Amendment to IFRS

16 titled Lease

Liability in a Sale and

Leaseback (issued in

September 2022)

'f hc amendments are eflective

for annual periods beginning on

or after January 1,2024. Earlier

application is permitted.

Amendments to IAS I

titled Non-current

Liabilities with

Covenants (issued in

October 2022)

Title Dcscription Eflt'ctivc Datc

'l'he amendments are effective

tbr annual periods beginning on

or after January l, 2024. Earlier

application is permitted.



Kitui Water and Sanitation (llmpanv l,imited
Annual Report and Financial Statements for the year ended .lune 30, 202{
ll. New and amencled standurds and inlerpretations in issue bul not ltel effective itr the year

ended 30 Jutte 2024.

The objective of IFRS 18 is to sel out

requirements for the presentation and

disclosure of inlirnnation 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.

IFRS l8 Presentation

and Disclosure in

['inancial statements

The new standard is elfective

lor annual periods beginning on

or after January 1,2021 . F,arlier

application is permitted.

9

Titlc I Effcctivc DatctonriptDesc

iii. Early adoplion of stundards

K[1'\4/ASCO did not early - adopl any new or amended standards in year under review.



Kitui Water and Sanitation Company Limited
Annual Report and Financial Statements for the year ended .Iune 30, 2024

Notcs to the financial statements (continued)

4. Summary of Accounting I'olicies

'l'he principle accounting policies adopted in the preparation of these financial statements are set out

below:

a) Revenue recognition

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

with a customer and excludes amounts collected on behalf of third parties. 'l'he entity recognizes

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

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

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

products/services and collectability of the related receivables is reasonably assured.

ii) Grants from (iovernment Entities are recognized 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

lite otthe assets that has been acquired using such funds.

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

securities, and is recognized in profit or loss on a time proportion basis using the eff'ective

interest rate method.

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

receive the payment is established.

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

interest implicit in lease agreements.

vi) Other income is recognized as it accrues.

l0



Kitui Watcr and Sanitation Companv Limitcd
Annuat Report and Financial Statcments for thc year ended .lune 30, 202.1

Notes to the financial statements (continued)

Summary of Accounting Policies

b) In-kindcontributions

ln-kind contributions are donations that are made to the Conrpany in the {brm of'actual goods and/or

services rather than in money or cash terms. -lhese donations may include vehicles, equipment,

utilities or personnel services. Where the financial value received tbr in-kind contributions can be

reliably determined, the Company includes such value in the statement ol' comprehensive income

both as revenue and as an expense in equal and opposite amounts; otherwise, the contribution is not

rccorded 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 ol property, plant and equipment are

subsequently carried at re-valued amounts, being their lair value at the date of re-valuation less any

subsequent accumulated depreciation and impairment losses. Where re-measurement at re-valued

amounts is desired, all items in an asset category are re-valued through pe riodic valuations carried out

by independent external valuers.

d) Depreciation and impairment of property, plant and equipment

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

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

Depreciation on property, plant and equipment is recognized 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 uselul life.'l'he annual rates in use are:

ll



Kitui Watcr and Sanitation Company l,imited
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Itcm Years Ra tcs

l:rccholtl l.ancl Nil Nil

Leaschold Land Nit Nil

Buildings and civil works

I)lant and machinery

25 years or the

unexpired

lease period

4%

t2.5 \rh

l 2Sy6

Computers and related equipment -) 33.3%

Ollice equipment, furniturc and fittings l2.s 8v,

A full year's depreciation charge is recognized both in the year ofasset purchase and none in the year

of asset disposal. Items of property, plant and equipment are reviewed annually fbr impairment and

accounted for in line with the provisions in the standard.

e) Intangible assets

Intangible assets with finite usetul lives that are acquired separately are carried al cost less accumulated

amortization and accumulated impairment losses. Amortization is recognized on a straight-line basis

over their estimated useful lives. The estimated useful life and amorlization method are reviewed at the

end of each reporting period, with the eflect of any changes in estimate being accounted for on a

prospective basis.

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

accumulated impairment losses.

0 Amortization and impairment of intangible assets

Amortization is calculated on the straight-line basis over the estimated useful life of the intangible

asset. 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

recognized and the asset is written down to its estimated recoverable amount.

g) Investment properfy

lnvestment property, which is property held to earn rentals and/or for capital appreciation (including

property under construction for such purposes), is measured initially at cost, including transaction costs.

t2

Motor vehicles, including motorcycles
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Subsequent to initial recognition, investment property is measured at fair value. Gains or losses arising

from changes in the fair value of investment property are included in profit or loss in the period in

which they arise. An investmenl property is derecognized upon disposal or when the investment

property is permanently withdrawn from use and no future economic benefits are expected from the

disposal. Any gain or loss arising lrom derecognition of the property (calculated as the dit-ference

between the net disposal proceeds and the carrying amount ofthe asset) is included in protit or loss in

the period in which the property is derecognized.

h) Right of Use Asset

The right-of-use assets comprise the initial measurement o1'the corresponding lease liability, lease

payments made at or before the commencement day, less any lease incentives received and any initial

direct costs. 'l-hey are subsequently measured at cost less accumulated depreciation and impairment

losses. Whenever the entity incurs an obligation lor costs to dismantle and remove a leased asset,

restore the site on which it is located or restore the underlying asset to the condition required by the

terms and conditions of the lease, a provision is recognized and measured under IAS 37. To the extent

that the costs relate to a right-of-use asset, the costs are included in the related righrof-use asset, unless

those costs are incurred to produce inventories. Right-of-use assets are depreciated over the shorter

period of lease term and useful lif'e ol the underlying asset. Il a lease transfers ownership of the

underlying asset or the cost of the right-ol--use asset reflects that the entity expects to exercise a

purchase option, the related right-of'-use asset is depreciated over the useful life ofthe underlying asset.

The depreciation starts at the commencement date of the lease. The right-of-use assets are presented as

a separate line in the statement of tinancial position.

i) Fixed interest investments (bonds)

Fixed interest investments refer to investment funds placed under Central Bank of Kenya (CBK) long-

term infrastructure bonds and other corporate bonds with the intention ofearning interest. Fixed interest

investments are freely traded at the Nairobi Securities Exchange. l'he bonds are measured at amortized

cost or at fair value through profit or loss or at tair value through other comprehensive income (FVOCI)

j) Quoted investments

Quoted investments are classified as non-current assets and comprise marketable securities traded

freely at the Nairobi Securities Exchange or other regional and intemational securities exchanges.

Quoted investments are stated at fair value.

l3
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Notes to the financial statements (continucd)

Summary of Accounting Policies

k) Unquotedinvestments

Unquoted investments stated at cost under non-current assets, and comprise equity shares held in othcr

Government owned or controlled entities that arc not quoted in the Securities Exchange. 'fhese are

measured at tair value through profit or loss (FV'l'l'L).

l) 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 thc

inventories to their present location and condition. Cost is calculated using the weighted average cost.

Net realizable value represents the estimated selling price less all estimated costs of completion and

costs to be incurred in marketing, selling and distribution.

m) Trade and other receivables

Trade and other receivables are recognized at amortized cost less allowances for any uncollectible

amounts. 'l'hese are assessed for impairment on a continuing basis. An estimate is made ol doubtful

receivables based on a review of all outstanding amounts at the year end. Bad debts are written otl'aller

all efforts at recovery have been exhausted and when the necessary approval to write off is granted. A

report on losses and write of fs is disclosed on page I of this report.

n) Taxation

i) Current income tax

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

be recovered lrom or paid to the taxation authorities. 'lhe 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 net assets is recognized in net assets and not in the profit or loss statement. Current income

tax assets and liabilities for the current period are measured at the amount expected to be recovered

fiom or paid to the taxation authorities. Management periodically evaluates positions taken in the tax

returns with respect to situations in which applicable tax regulations are subject to interpretation and

establishes provisions where appropriate.

t4
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o) Deferred tax

Deferred tax is provided using thc liability method on temporary dilterences between the tax bases ol

assets and liabilities and their carrying amounts tbr linancial reporting purposes at the reporting date.

Deferred tax liabilities are recognized fbr all taxable temporary diff'erences, except in respect of taxable

temporary diftbrences associated with investments in controlled entities, associates and interests in

joint ventures, when the timing ol'the reversal olthe temporary dil-ferences can be controlled and it is

probable that the temporary difl'erences wilI not reverse in the fbreseeable future. Deferred tax assets

are recognized for all deductible temporary diff'erences, the carry fbrward of unused tax credits and any

unused tax losses. Def'erred 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 o[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 of def-erred tax assets is reviewed at each reporting date and reduced to the extent

that it is no longer probable that sulfrcient taxable profit will be available to allow all or part of the

deferred tax asset to be utilizcd. 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. Del'erred 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.

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

deficit. Def'erred tax items are recognized in correlation to the underlying transaction in net assets.

Deferred tax assets and def'erred tax liabitities are olfset il a legally enforceable right exists to set ofT

current tax assets against current income tax liabilities and the defbrred taxes relate to the same taxable

entity and the same taxation authority.
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p) Borrowing costs

Borrowing costs directly attributable to the acquisition. conslruction or production of qualifying assets,

which are assets that necessarily take a substantial period of time to get ready tbr their intended use or

sale, are added to the cost ol'those assets, until such time as the assets are substantially ready for their

intended use or sale. To the extent that variable rate borrowings are used to finance a qualifying asset

and are hedged in an eft'ective cash flow hedge of interest rate risk, the eft'ective portion of the

derivative is recognized in other comprehensive income and reclassifled to profit or loss when the

qualifying asset impacts profit or loss. 'fo the extent that hxed rate borrowings are used to finance a

qualifying asset and are hedged in an et'fective fair value hedge of interest rate risk, the capitalized

borrowing costs reflect the hedged interest rate. lnvestment income earned on the temporary investment

of specific borrowings pendlng 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 incurred.

q) Cash and cash equivalents

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

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

convertible to known amounts of'cash and arc subject to insignificant risk ol'changes in value. Bank

account balances include amounls held at various Commercial Banks at the end olthe reporting period.

r) Borrowings

lnterest bearing loans and overdralis are initially recorded at fair value being received, net ol issue

costs associated with the borrowing. Subsequently, these are measured at amortized cost using the

effective interest rate method. Amortized cost is calculated by taking into account any issue cost and

any discount or premium on settlement. Finance charges, including premiums payable of settlement or

redemption are accounted for on accrual basis and are added to the carrying amount of the instrument

to the extent that they are not settled in the period in which they arise. Loan interest accruing during

the construction of a project is capitalized as part of the cost of the project.

l(r
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s) Trade and other payables

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

at the f'air value of contractual value of the consideration to be paid in future in respect o[ goods and

services supplied, whether billed to the entity or not, less any payments made to the suppliers.

t) Retirement benefit obligations

The Company operates a defined contribution scheme tbr all tull-time employees from July I., 2010.

The scheme is administered by an in-house team and is funded by contributions from both the company

and its employees. -lhe company also contributes to the statutory National Social Security Irund

(NSSF). This is a dellned contribution scheme registered undcr the National Social Security Act. 'lhe

company's obligation under the scheme is limited to specific contributions legislated from time to time

and is currently at Kshs. l5% of the basic salary per employee per month.

u) Provision for staff leave pay

Employees' entitlements to annual leave are recognized as they accrue. A provision is made for the

estimated liability tbr annual leave at the reporting date.

v) Exchange rate differences

The accounting records are maintained in the functional currency olthe primary economic environment

in which the entity operates, Kenya Shillings. 'fransactions in lbreign currencies during the yearlperiod

are translated into the functional currency using the exchange rates prevailing at the dates ol the

transactions or valuation where items are re-measured. Any forcign exchange gains and losses resulting

from the settlement of such transactions and from the translation at year-end exchange rates of

monetary assets and tiabilities denominated in foreign currencies are recognized in profit or loss.

w) Budget information

The original budget lbr FY 2023-2024 was approved by the lloard of Directors on 2nd June 2023.

Subsequent revisions or additional appropriations were made to the approved budget in accordance

with specific approvals liom 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. '[he Company's budget is prepared on a different basis to the actual income and expenditure

disclosed in the flnancial statements. The financial statements are prepared on accrual basis using a

classification based on the nature ofexpenses in the statement ofprofit or loss, whereas the budget is

l7
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prepared on a cash basis. The amounts in the llnancial 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 comparable basis to the approved budget, is

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

difterence, adjustments to amounts in the financial statements are also made fbr diff'erences in the

formats and classification schemes adopted fbr the presentation ol the financial statements and the

approved budget. A statement to reconcile the actual amounts on a comparable basis included in the

statement of comparison ol budget and actual amounts and the actuals as per the statement of

Comprehensive income has been presented under page I of these flnancial statements.

x) Service concession arrangements

'Ihe 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

pr<lvide them, and at what price. In the case ol'assets other than 'whole-of--life' assets, it controls,

through ownership, beneficial entitlement or otherwise - any significant residual interest in the asset at

the end of the arrangement. Any assets so recognized are measured at their fair value. J'o the extent

that an asset has been recognized, the Company also recognizes a corresponding liability, adjusted by

a cash consideration paid or received.

y) Comparative figures

Where necessary comparative figures for the previous financial year have been amended or

reconfigured to conform to the required changes in presentation.

z) Subsequent events

'l'here have been no events subsequent to the financial year end with a significant impact on the

financial statements fbr the year ended June 30,2024.

ll(
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5. Significant Judgments and Sources of Estimation [lncertainty
The preparation of the Company's tjnancial statements in contbrmity with IFI{S requires

management to make judgments, estimates and assumptions that affect the reported amounts of

revenues, expenses, assets and liabilities, and the disclosure olcontingent 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

afl'ected 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 ol causing a material adjustment to the carrying

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.

b) Useful lives and residual values

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

potential future use and value for disposal:

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

. The nature ofthe asset, its susceptibility and adaptability to changes in technology and

processes.

. The nature ofthe processes in which the asset is deployed.

. Availability of funding to replace the assets.

c) Provisions

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

available. Additional disclosure of these estimates of provisions is included in Note xxx.

Provisions are measured at the management's best estimate ol the expenditure required to settle

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

l9
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Notes to the financial statements (continued)

6. Operating Revenue

Water Tanker sales

2023-2024 2022-2023

Kshs Kshs

120,578,856 t40,368,771

r,730,5661,282,108

5.136.005 4,994,641

126,996,969 147,093,978

2023-2024 2022-2023

Kshs

Operational Grant fiom Kitui County Govemment 98,086,506 67,119,521

Amortized Grant Income 42,119,864

Tanathi Water Works Development Agency 746,200

Total 140,952,570 75,,543,719

Name of the
Entity

sending the
grant

Amount
recognized in
the Statement

of
Comprehensive

I ncome

KShs

Amount
deferred

under
deferred
income
KShs

Amount
recognised in
capital fund.

KShs

Total grant
tncome

during the
year
KShs

Insert
Currcnt FY

KShs

Water Sector

Trust Fund-

WSTF 42,t 19,864 9.138.324 36,3 I 0,091 42,119,864

Total 42,119,864 9,138,324 36,310,091 42,119,864

20

7. Grants Income

Water Billing sales

Sewer sales

Total

Kshs

8.364,192
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Notes to the financial statements (continued)

8. Other lncome

9. Staff Costs

2023-2024 2022-2023

Kshs

Exhauster sales 2,204,500 799.180

Meter rent 4,985,250 5.07 I ,57 5

New connection l-ee 1,500,000 3.838,783

Re-connection t'ee 2,350,.500 556,000

Rental Incomc 38.000

Surcharges and penalties 886.-500 501,000

Line testing income 5000 100.890

I1,931,750 10,905,428

Description 2023-2024 2022-2023

Kshs Kshs

Basic pay 39,947,906 39,4 10,0 I 2

House allowance 7,368,000 8,098,000

Acting allowance 469,225

Salary arrears 846.576

Leave allowance 3,389,696 3.077,867

Disturbance allowance 421,746 769,969

Commuter allowance 2,768,180 3,012,014

Medical allowance 3,299,872 3,566,490

Gratuity 7,104,877 7,363,037

Nssf Employer contribution 1,734,378 695.380

Kitwasco Pension Employer contribution 2,126,300 1,916,923

NWC Pension Employer contribution 414.643 363,046

Casual Wages 705.000

Stipend allowance 2,771,249 3,258,500

E,ntertainment al lowance 7l.078

Top- up Allowance 879,230

Aflordable Housing levy 766,088

Total 72,992,165 7-3,683,1l6

The average number of employees during the year 106 l2l

2t

Kshs

Total
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Notes to the financial statements (continued)

l0 General and Operations Expenses

2023-2024 2022-2023

Description Kshs Kshs

Staff wellare 1,752,695 1.703,448

Legal expenses 908,559 100.000

O1fice rent

Postal expenses

Printing and Stationery

84.000 90.000

90,810 ll 5,104

525.156 960.327

Transport expenses 136,093 r 20.850

Telephone expenses |,163,091 793,464

Membership fee 130,000 r05.000

Security expenses 10,213,900 I r,209,360

20,880 4l .100

745.266Insurance expense

Electricity Expense _Of frce 346,t77 ,1 14.-+75

199.180

Olllce internet

Advertisement

635,066

666,296

498.41 5

288.760

Audit lees 232,000 231.996

Abstraction fee-WRA 6,627,327

Fuel and lubricants I t,7 48,451 9,342.260

Water purchase 219,000 236,500

Wasreb fee 5,072,649

Non-revenue water expenses 423,707 209,971

Chemicals r0,153,35 r 11,239.448

SMS Billing 1,026,852 829.980

Electricity expenses Masinga t02,898,992 t08,117.855

Electricity expenses boreholes I 1,158,245 12,518, r 48

Water meters 564,804 919.200

700,966 l.448.606

Exhauster expenses 5.000

Bad and doubtlul debts 834,251 2,725,318

Statf travel and subsistence 4,052,929 4,580,348

srall IJniform 234.000

Customer outreach and education 304,194 24.955

Debt collection lee 129,970 398,756

Bank charges 350,809 199.9 r6

Project Expenses 41,283,086 8.364. t 92

22

Newspaper expense

328,744

Staff training 1,072,764

1,589.41:i

5,796.t97

Generator fuel, lubricants & service



Kitui Watcr and Sanitation Company l,imited
Annual Rcport and Financia! State ments for the year ended Junc 30, 202.1

I l.lloard lix enses

12. Maintcnance Ex c Il scs

Taritf Review 632.766

Asset I'agging 2 r. r20
'[otal 216,713,706 186,162,807

2023-2024 2022-2023Description

KShs KShs

655.690 674,975Directors f'ees- Board Committee

5:r9.980 385.700Dircctors l'ees-Full board

595.000 840.000Chairnran's I lonoraria

403.060Directors fees-Special 231,420

2,086,697 646.818Other directors' expenses

t,007.222-l'raining BOD

5,116,009 2,950,57-iTotal lloard Expenses

2023-2024

6,994,974

2022-2024

5.172,840Water system maintenance

354.250 127,t36Sewer maintenance expenses

5,015,502 3,656,496Motor vehicle & motor cycle running costs

849.946Repairs and maintenance ol PPE t,996,542

6r6"6r rOl'lice maintenance e83.379

600.000Sollware maintenance expenso 620.000

28.900Computer expense 187.780

16,152,127 I I ,051 ,929'f otal Maintenance Expenses

1)

KshsKshsI)cscription
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13. l)cpreciation and Anrortization l)xpenses

14. F'ina ncc costs

Desc ription 2023-2021 2022-2023

KShs KShs

Plant, propcrty and Equipment r,38 r ,339 I ,913,088

Intangiblc asscts 223.220 2e2,435

Total l)e prcciation and Anrortization I,604,559 2,205,523

2023-2024 2022-2023

Dcscription Kshs Kshs

Interest expense on loans 68.448 288.972
'l'ot a l 68,{.18 288.972

24
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Notes to the financial statements (continued)

15. Property, Plant and Equipment

2023-2021
Motor
Cycles

Buildings
& civil
rvorks

Plant and

machinery
Motor

vehicles

Computers
& related

equipment

Office
equ ipment,
furniture
& fittings

Total

Cost Or Valuation

At July 1.2023 5.294.490 11.279,786 7.170.281 9.599.860 5.235.102 2.256.624 38.636 "l(|.87t.77ti
Additions 2.878.780 I I 1.840 2.990.620

Transfers (-)

Disposals (-) (-) (-) (-) ( ) (-) (-)

At June 30. 2024 5,294,490 I {,I 58,566 7,170,281 9,599,860 5,3{6.9{2 2,256,621 38.636 ,13,865,398

Dep reciation
At Julv 1.2023 3.466,349 675.450 1.3 19.2 t I 7.121.364 3.440,610 837.323 32.159 16,892,166

Charge For the Year 226.948 50.993 283.006 512.710 228.316 78.563 803 l,381.339

lmpairment Loss

Disposal (-) (-) (-) (-) (-) ( ) (-)

At.lune 30, 202.1 3,693,297 126.113 r,602,217 7,631.075 3,668,926 9l5.tttts 32,962 18,273,805

Net Book Value At June 30, 2024 I ,601 ,193 13,132,123 5,568,06{ I,965,785 I ,678,01 6 I,3{0,739 5,67.1 25,591,59{

25

Bicycles

(-)



Kitui Water and Sanitation Company Limited
Annual Reports and Financial Statements
For the 1'ear ended .lune 30, 2024

Notes to the financial statements (continued)

Propertv, Plant and Equipment (Continued)

2022-2023
Motor
Cycles

Buildings
& civil
works

Plant and

machinery
Motor

vehicles

Computers

& related

equipment

Office
equipment,
furniture
& fittings

Bic1.'cles Total

Cost Or Valuation
At July 1,2022 s,294.490 10.493.566 4.939.241 9.599.860 5.005.101 2,012.274 38.636 37.383.168

Additions 786.220 2.231.040 230.000 244.350 3.491 .61 0

Transl'ers

Disposals (-) (-) (-) (-) ( ) (-) (-) (-)

At June 30, 2023 5.29.1,{90 11,279,786 7,170,281 9,599,860 5,235,102 2,256,621 38.636 40,87{.778

De p recia tio n

Ar July 1.2022 3. r 16.210 57 4.194 995.494 6.455.556 3.067.433 739.246 31.243 r1,979,376

Charge fbr the Year 350.1 39 I0r.255 323.717 665.808 373.177 98.077 916 1.913.088

Impairment Loss

Disposal (-) (-) (-) ( ) ( ) (-) (-) (-)

At June 30, 2023 3.466,3{9 675,{50 l,319,2 I l 7,121,361 3.,,1.10,610 837.323 32. r 59 16,892,166

Net Book Value At June 30, 2023 I,828,l.l I 10,604,336 5,851,070 2,179,196 1,191.192 I,.119,301 6,117 23,982,313

26
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Notes to thc financial statements (continued)

16. Intangible Assets

17. I nventorics

2023-2024 2022-2023

Kshs Kshs

Clost

At .lulr' l 4,202,690 4.202.690

Additions

D isposa ls (-) (-)

At.lrrnc.l0 1,2112,(t9l) 4,202,690

Amortization
At.Iuly I 2.,lt I 9,758 2,527,322

Charge lbr the year 223.220 292,435

Disposals (-) (-)

I mpairnrent loss (-) (-)

At .lunc J0 3,042.'978 2,819,758

Nct book valuc
At .lunc J0 1.159,712 I,382,9-32

3,039,687 2,523,377Pipes and littings
63,13269.558Motor vehicle spare parls

9l.630 125.398Stationery and general storcs

5l r.502 559,902('hcnricals

23,91117.000liucl ancl luhricants

3,295,7193,729,377'f o tal

27

2023-2024 2022-2023
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a

Notcs to thc financial stalcmcnts (continued)

I ll.'f radc and ()thcr l{eceivables

il 'l'radc li.eceil,ables

18. (b) Staff Reccivables

2023-2024 2022-202-l

KShs KShs
-lrade 

receivables 182,428,130 t93,873,716

Delbrred'l'ax 10,255,221 t0,255,221

VA'l rccovcrablc 30,469,204 30,46e,204

Water IJowser tt.'102.070 8,402,070

Kitui County Govt other receivables 12,304.545 12,304,545

Kenya Commercial Bank other receivables 3,t75,298 3,175,298

l)ostal ('orporation ol' Ke nya j,5tttt.622 3,588,622

Stall' [{cccivahlcs/ Advanccs 50.71t I 7,500
(iross trade and other rcccivables 250.673.87 | 262,076,176

Provision lbr bad and doubtf'ul receivable (23.4t t,354) (22,s77,103)

Net tradc and other reccivables 227,262,,517 239,,499,,073

202-1-2024 2022-2023

Kshs Kshs

Cross trade receivables 182.428,130 193,873,716

Provision tbr doubtlul receivables (2r,4 r r,354) (22.s77,103)

Net trade receivables I 59,016,776 l7 t,296,6 t -3

As at .lunc -10, thc age ing anah'sis of thc gross tradc rcce ivablcs rl:rs as folknvs:

Less than 30 davs 4,929,795 7,I 18,813

Ilctween 30 and 60 davs 1,844,387 4,451,306

Between 6l and 90 days 2.242.029 4,356,537

Ilctwccn 9l and 120 days 2,807,t t2 4,I 19,330

170,604,807Over 120 days 173,827,729
'l'otal 182,428,130 193,873,716

2023-2024 2022-2023

Kshs Kshs

Gross stafl' loans and advances 50.78 r 7.500

Provision lbr impairnrent loss (-) (-)

Net stalT loans 50,78 r 7,500

28
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t

Notes to thc financial statements (continucd)
r8 C VA'I' rccovcra blc

19. llank and ('ash llalances

2023-2024 2022-2023

Kshs Kshs

30.469.204 30.469.204At beginning o['the year

-10,1(r9,21)l -30,{69,20{At cnd ol'thc year

2023-2024 2022-2023

Kshs Kshs

Cash at bank 23,989,980 27.729.7 t3

Cash in hand 449 448

23,9911,129 27,730,161

29
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I

Notes to thc financial statements (continued)

Detailcd analysis of thc cash and cash equivalents

2023t2024 2022/2023

Financial institution Ilranch Accounl number KShs KShs

a) Current account

KCB-Customer I)eposit Kitui il 08997538 9,515,939 7.322.619

K('[]-Rcvcnuc Kirui I I 06008197 185.759 590.427

KCB-Gratuity Kitui I I l()l(X)ji(r 309.570 0.3:l

K('ll-l)rouglrt Kitui 120531(r5(r(r 5(r0

KCI] IiXl'l1Nt)l l tJItli Kitui I t 13757604 t45. il 3 r,5 r0,907

KCB-Endau Clts Kitui t 263,s028{t I 847 847

KCB-llndau Earth Kirui 1261097319 13.472.883 17.199.923

KCB-Kalundu PSF Kitui 1303370719 65 961.075

KCB-Mutomo Public San Kirui t268477567 794 794

Co-op Ilank Kirui 132. r l8 6l .i78

Post Bank Kirui 0744 r 300613 2 t .391 I I .140

KCI]-Kabati PSIr Kirui t3l i t9487-5 22.213

KCU-Conditional (iranl Kirui 1282 r01876 60 (r0

KCII-KI'l-WnSCO Kalundu

& 1'ownship I lousehold

Kitui

t3t9457 t77 (r,7 il )

Sub- total 23,805,601 27,659,7-1-3

b) Othcrs ( Spccify)

449 448

Salaricom M pesa pay bill Kitui 8 t 32i5 t84.376 69.980

Sub- total r ti{,lt25 70,128

(J rand total 2-3,990,{26 27,730,161

560

0 il 41 30067900

cash in hand

i0
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,

Notes to the financial statcments (continucd)

20. Capital t'und

2023-2024 2022-2023

Kshs Kshs

Au th o rizetl:

Capitat Fund 1 I.845,658 I 1.845,658

Total t 1,11.15,658 r r,ti{5,658

:ll
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I

Notes to thc financial statcmcnts (continucd)

2l. Revaluation li.escrvc

The revaluation reservc relates to the revaluation of certain items ol'property, plant and cquipment. As

indicated in the Statement ol Changes in Equity, this is stated afier transl'er of excess depreciation net

of related del-ened tax to retained earnings. Revaluation surpluses arc not distributable.

22. Fair Value Atljustnrcnt l{cscrvc

The fair value adjustment reserve arises on the revaluation ol available-fbr-sale financial assets.

principally the marketable securities. When a financial asset is sold, the portion of the reserve that

relates to that asset is reduced liom the tair value adjustment reserve and is recognised in profit or loss.

Where a financial asset is impaired, the portion of the reserve that relates to that asset is recognised in

profit or loss.

23. Retained Earnings

The retained eamings represent amounts available for distribution to the KITWAS('O'.s shareholders

Undistributed retained eamings are utilised to finance the KIT'I{AS(IO'.r business activities.

2023-2021 2022-2023

Opening Retained Earnings t I 7,760,091 l(r0,559.ttti7

Surplus/(deticit) tbr the period (32,796,024) (42.799,796\

Net Reserve ll{,9(r{,(Xr7 I 17,760,091
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I

Notes to the financial statements (continued)

24. Borrowings

25. Trade and Othcr I'at'ablcs

Aging Analysis for Trade and other l'ayables

Description 2023-2024 2022-2023

KShs KShs

Balance at beginning ofthe year t.277,971 2,985,733

Loan repayment in the year (1.277 .971) (1,707,792\

Total 1,277,911

2023-2024 2022-2023

Kshs Kshs

Trade payables 40.164,704 36.129,152

Accrued expenses 1.349.917 I.400,139

Payroll payable 24.32t.548 t5,t20,723

withholding Y A1- (2%) 473.294 329.119

Withholding income tax (5%o) 32,575 32,575

Retention Account 2.784,967 5,368,603

8,409.932 8,409,932

Abstraction fbe-WARMA 12,t94.709 5,567,383

KRA Liability r 6,093,954 16"093,954

4%o [i.cgulatory IL'c-WAS ILl rl] 29,470,54t 24,497,892

Lease lbe-'l'anathi Watcr Uoard 6,756.t64 6,156,164

Provision lbr Audit f'ee-OAG 2,7 5t,988 2,519,988

Total 1,15,404,293 122,825,624

l5Yo 59,806,710 49VoUnder one year 21,t42,003

t0% 10.999,670 90l-2 years I 5.153.2e8

t3% 20.759,194 1702-3 years 18,902,558

620/o 3 1.260.050 25YoOver 3 years 90.206.434

122,825,621Total I {5,.10.{,29-1

-)1

Provision fbr contingencies

2023-21t24 7" ofthc
total

2022-2023 o/o of the
total
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Notes to the financial statements (continued)

26. Refundable Customer Dcposits

27. l)cfcrrcd I nconrc

2023-2024 2022-2023

ff.sls (sls

Opening balance Customer deposits 29,386,781 28,051,837

Additional deposits in the year r.008.000 l,334,950

Customer rclund in the year ( r3.500)

Total 30,381 ,287 29'386,787

Description 2023-2024 2022-2023

KShs KShs

Watcr Scclur 'l'rust l-u ntl

Kalundu Public Sanitation 65 545.075

Endau Larth [)anr l)roject 9,153, t 49 12,247,320

Endau Malalani Clts 847 847

Public Sanitation lraci lity-Mutomo 7L)4 794

Clonditional l.iquidity 60 60

(324,4s0)

Kalundu & 'Iownship I lousehold Project (r,71l)
Gratuity A/c-LJpper'I'hua Wrua'l'echnical Suppo( 309,570

Total deferrcd income 9,13tt,324 12,794,098

.1.1

K ilu,asco- Kabat i I)sl'
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I

28. Notes to The Statement of Cash Flows
2023-2024 2022-2023

(a) Rcconciliation of operating

profit/(loss) to cash generated

from/(used in) operations

Kshs

Operating profi t/( loss) (32.796,024) (42,799,796)

Deprec iation 1,381,339

223.220

1,913,088

Amorlization 292.435

Operating profi t/(loss) befbre working

capital changes

(3 r,191,464) (40.s94,213)

( I ncrease)/decrease in inventories (433,658) 774,715

(lncrease)/decrease in trade and other

receivables

12,236.556 4,205,593

I ncrease/(decrease) in trade and other

payables

19,917,394 35,901,747

Net working capital changes 31,720,293

528,829

40,882,055

Cash generated from/(used in)

operations

287,782

(b) Analysis of changes in loans

Balance at beginning ofthe year 1,277,941 2,985,733

Repayment during the year (1.271,e41) (1,707,792)

Balance at end of the year 1,277,941

(c) Analysis of cash and cash equivalents

Cash at bank 2i,989,980 27,729,713

C'ash in hand 449 448

Balance at end of the vear 23,990,429 27,730,161

35
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Notes to the financial statements (continued)

Other Disclosures
29. Related Party Disclosures

County Government of Kitui

The County Government of Kitui is the principal shareholder of the Company, holding 100% of

the Company's equity interest. The County of Government of Kitui has provided full guarantees

to all long-term lenders of the Company, both domestic and extemal.

Other related parties include:

. The County Department in charge of Water

o Water works Agencies

o WASREB (Water Services Regulatory Board)

e WRA (Water Resource Authority)

r WSTF (Water Sector Trust Fund)

' KeY management

. Board of directors

Transactions with related parties

2023-2024 2022-2023

Kshs Kshs

a) Grants

Operational Grant flrom County

Government of Kitui

98.086.506 67,t79.527

Amortized Grant Income from Water

'frust Fund (WSTF)

42.119.864 8,364,192

Tanathi Water Works Development

Agency

746.200

Total 140,952,570 75,543,719

5,796,t97b) WASREB Regulatory f'ee 5,012,649

c) WRA Abstraction fee 6,627,327 I.589,413

d) Receivable (From County

Government of Kitui -llimukuyu

Dam)

15,682.174
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2022-2023

Kshs Kshs

c) Key managcmcnt compensation

I)irectors' emolunrcnts 5.1 16.009 840.000

Compensation to the CIiO 514.740 2,541,8 t 0.

Compensation to key management 9,446,7 t2 9.446.712

-f 
ota I 15,077,.16 t 12,828,522

30. Financial Risk Management
The Company's activities cxposc it to a variety of linancial risks including credit and liquidity risks

and ef'fects of changes in lbreign currency. 'l-he company's overall risk management programme

lbcuses on unpredictability ol'changes in the business environment and seeks to minimise the potential

adverse effect ofsuch risks on its performance by setting acceptable levels ofrisk. The company does

not hedge any risks and has in place measures to ensure that credit is only extended to customers with

an established credit history. The company's financial risk management objectives are detailed below:

(i) Credit risk
'Ihe 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 fiom 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 f'actors. Individual risk limits are set based on intemal or extemal assessment

in accordance with timits set by the directors. 'l'he amounts presented in the statement of hnancial

position are net of allowances fbr doubttul receivables, estimated by the company's management based

on prior experience and their assessment of the current economic environment.

The carrying amount of flnancial assets recorded in the Ilnancial statements representing the entity's

maximum exposure to credit risk without taking account olthe value of any collateral obtained is madc

up as follows:

2023-2$21
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Total
amount

Kshs

Fully
performing

Kshs

Past due but
not Impaired

Kshs

Past due

and
Impaired

Kshs

At 30.Iune 202,1
'l'rade Receivables 182.428.1 30 26,353,436 t56.075.694

Other Receivables 68,245,742 59,843,672 8,402,070

Total 250,673,872 86,196,108 161,177,,761

At 30 June 2023 (prcvious Year)
'l'rade Receivables l9l.ti7i.7l(r 43,359,696 I 50.5 14.020

Other Receivables 68.202,460 59,800,390 8,402,070
'l'o ta l 262,076,176 103,160,086 l5tt,9l (r,090

:in
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Credil Risk (Continued)

The customers under the fully pertbrming category are paying their debts as they continue trading. The

credit risk associated with these receivables is rninimal and the allowance lbr uncollectible amounts

that the company has recognised in the financial statements is considered adequate to cover any

potentially irrecoverable amounts. The company has significant concentration of credit risk on

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.

ii) 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 ftnding and liquidity management requirements. 'l'he Company manages

liquidity risk through continuous monitoring of fbrecasts and actual cash llows.

The table below represents cash tlows payable by the company under non-dcrivative financial

liabilities by their remaining contractual maturities at the reporting date. 'l'he amounts discl<lsed in the

table are the contractual undiscounted cash flows. Balances due within l2 months equal their carrying

balances, as the impact oldiscounting is not significant.

Less than I
month

Between I -3

months

Over 5
mon ths Total

Ks hs Kshs Kshs Kshs

At 30 .lunc currcnt year

Trade payables r4,983,469 10,533,546 15.247.688 40.764.703

Total l4,9tlJ,,l(r9 10,,533,'546 15.'247,688 40,764,,703

At 30 .lune prcvious year

Trade payables I 8.600.601 3,322,16s r4,806,386 36,729.t52
Total I lt,6l)0,(r0 l 3,322,I 65 I -l.'tl0(r'-1tl(r 36,729,152

(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 oIits intemal accounting

and operational controls.

j9
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Market risk is the risk arising lrom changes in market prices. such as intercst rate. equity prices and

loreign exchange rates which will allect the entity's income or the value ol'its holding of financial

instruments. 'lhe objective of market risk managemenl is to manage and control nrarket risk exposures

within acceptable parameters, while optimising the return. C)verall responsibility lirr managing market

risk rests with the Audit and Risk Management Committee.

The company's Department in charge of risk management is responsible lilr 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 thc manner in which it

manages and measures the risk.

i) Fair value of financial assets and liabilities

a) Financial instruments measured atfair value

Determination of fair value and fair values hierarchy

IFRS 7 specifies a hierarchy ofvaluation techniques based on whether the inputs to those valuation

techniques are observable or unobservable. Observable inputs reflect market data obtained from

independent sources; unobservable inputs reflect the Company's market assumptions. 'I'hese two types

of inputs have created the following fair value hierarchy:

i) Level I - Quoted prices (unadjusted) in active markets for identical assets or liabilities.

This level includes listed equity securities and debt instruments on exchanges.

ii) Level 2-lnputsotherthanquotedpricesincludedwithinl.evel I thatareobservable

for the asset or liability, either directly (that is, as prices) or indirectly (that is, derived

from prices).

iii) Level 3 - inputs for the asset or liability that are not based on observable market data

(unobservable inputs). This level includes equity investments and debt instruments

with significant unobservable components. This hierarchy requires the use of

observable market data when available. The Company considers relevant and

observable market prices in its valuations where possible.

The following table shows an analysis of financial and non- financial instruments recorded at f-air value

by level ofthe lair value hierarchy:

t
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Notes to the financial statements (continued)

iv) Capital Risk Management

The objective ol'thc (-ompany's capital risk management is to sat'eguard the Board's ability to

continue as a going concern. The Company's capital structure comprises ol the following funds:

31. Incorporation
The Company is incorporated in Kenya under thc'Kenyan Companies Act and is domiciled in Kenya

32. Events After the Reporting Period
-fhere were rro nraterial adjusting and non- adjusting cvents alie r thc rcporling period.

2023-2024 2022-2023

Kshs Kshs

Revaluation rcscrve

Retained earnings 84,964,067 I t7,760,091

Capital reserve I I.845,658 I 1.845,658

Total funds 96,{109,725 129.6115,749

Total borrowings 1,277,941

Less: cash and bank balances (23.990.429) (27,730.t6t)

Net debt/ (exccss cash and cash equivalents) (23.9e0,429) (26.4s2.220)

(Jearing o/- /11 5rrl,

.lt
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19. Appcndices

Appendix l: progress on follow up of auditor recommendations.

The following is the summary of issues raised by the extemal auditor, and management comments

that were provided to the auditor.

Reference
No. on the
external

audit
Report

Issue /
Observation
s from
Auditor

Management comments

Status:
(Resolved /

Not
Resolved)

Timeframe:
(Put a date
when you
expect the
issue to be
resolved)

1

Unconfirmed
Asset

Ownership

The motor cycles were

registered and log books

issued in the name of the

Company

Resolved

2

Long

Outstanding
Trade
Receivables

The Company has

developed and is
implementing strategies to
collect the outstanding
debts

Not Resolved
Continuous
exercise

3

Long

Outstanding
Trade

Payables

The Company has develop
measures to improve
liquidity of the company
including reduction of NRW

and enhanced collection of
the outstanding debts

Continuous
exercise

4

Budget

Control and

Performance

The Company has taken
measures to improve on

fi nancial sustainability and

ease reliance on County
Government for subsidy.

Not Resolved
Continuous
exercise

5

Poor

Company

Performance

The matter still remains

unresolved as it requires

huge capital outlay. The

Company is engaging the
County Government,
Tanathi WWDA and other
partners finance the

Not Resolved
Continuous

exercise

12

Not Resolved
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Reference
No. on the
external

audit
Report

Issue /
Obseruation
s from
Auditor

Management comments

Status:
(Resolved /

Not
Resolved)

Timeframe:
(Put a date
when you
expect the
issue to be
resolved)

activities required to
resolve them

Not Resolved

Non-

adherence to
ethnic

diversity

The Company will

endeavour to adhere to
ethnic diversity
progressively duri ng future
staff recruitments

Continuous
exercise

7

Non-

compliance
with the
Approved

Staff
Establishment

There is need to review the

staff establishment given

the growth in the company

customer base and the
new strategic direction in

the draft SP 2024-2029.

The management to
monitor adherence to the
schedule of works to
ensure project is completed
in time and within budget

Not Resolved
By 30h June

2025

B

Incomplete
project-

Ilimukuyu
Dam and

Water Supply
project phase

1

Not Resolved
By 30th June

2025

9

Out-Dated
Tariff
Structure

The company implemented

a revised tariff on 17th June

2024.
Resolved Resolved

10
Non-Revenue

Water

NRW is on a downward
trend with the latest
reported as at 30th June
2024 being 460lo. The
management will
implement the NRW
reductions activities as per
the Draft Strategic Plan
2024-2029

Not Resolved

11
Failure to

comply with
Not Resolved

Continuous

exercise

ll

6

Continuous

exercise

To be resolved

progressively by
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Reference
No. on the
external

audit
Repoft

Issue /
Observation
s from
Auditor

Management comments

Status:
(Resolved /

Not
Resolved)

Timeframe:
(Put a date
when you
expect the
issue to be
resolved)

Affirmative

Action on

Gender

Equality

encouraging the female

gender to apply for vacant

positions

t2

Failure to

implement

scheme of

service

Placements done as per the
current Scheme of Seruice Resolved

Continuous

exercise

13

Irregular

Payment of

Acting

Allowance

The management took the

necessary actions to

resolve the matter

Resolved Resolved

t4
Customer

deposits

Arrangement is in place to
pay the borrowing by
company at Kshs 100,000
every month.
In the year ended 30th

)une 2024, Kshs 1,200,000

of the outstanding amount

was been paid

Not Resolved
Continuous

exercise

Masinga

Station Site

Visit

The Company has installed
2No digital production
meters. The Company is

gradually addressing the
other issues which require
huge capital outlay with the
County Government of Kitui
and other paftners

Not Resolved
By 30th June

2025

4.1
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Reference
No. on the
external

audit
Repoft

Issue /
Obseruation
s from
Auditor

Management comments

Status:
(Resolved /

Not
Resolved)

Timeframe:
(Put a date
when you
expect the
issue to be
resolved)

16

Lack of

Updated

Strategic Plan

The Company has a final
draft SP 2024-2029

The management has a
draft ICT policy and
endeavour to ensure the
policy is approved before
30th June 2025

Not Resolved
By 30th June

2025

t7

Lack of

Information

Communicati

on

Technology

policy

Accumulated

leaves days

Not Resolved
By 30th June

2025

1B

The depaftmental heads
have been advised to
manage leave days in their
depaft ments accordingly

Not Resolved
By 30th June

2025

19

Lack of

Approved

Non-Revenue

Water Policy

The management will
develop Non-Revenue
Water Policy Not Resolved

By 30th June

2025

20

Lack of

Production

and

Distribution

Software for

Bulk Meter

Readings

The management will
procure a production and
distribution software for
bulk meter readings

Not Resolved
By 30th June

2025

2t

Lack of

succession

plan for

The matter has been
escalated to the Principal-
County Government of Kitui

Not Resolved
Continuous

exercise

45
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Reference
No. on the
external

audat
Repoft

Issue /
Obseruation
s from
Auditor

Management comments

Status:
(Resolved /

Not
Resolved)

Timeframe:
(Put a date
when you
expect the
issue to be
resolved)

Board

Members

Guidance Notes:

(i) Use the same ref'erence numbers as contained in the external audit report.

(ii) Obtain the "lssue/Observation" and "management comments", required above, liom llnal

extemal audit report that is signed by Management.

(iii) Indicate the status ol"'Resolved" or "Not Resolved" by the date olsubmitting this report.

Narne -j
Signaturc

t-|i€ A.4- MqnrY/}^s

Manaqinq Director

,". -.3a{: -1.\Lez ct

46
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Appendix II: Projects lmplemented by the Company
Projccts

Projccts implemented by the Oornpany [unded by development partncrs

Projcct titlc Project Number I)o

nor

Period/
duratio
n

Donor
commi
tment

Separ

ate

dono

r
repor
ting
requi
red

as

per
the

dono

r
agree

ment
(Yes/

No)

Consol
idated
in
these

financi
al
statem

ents

(Yes/lt{

o)

KAI,TJNDU PUBLIC

SANITATION FACILITY

PROJECT

OttS/KI I'I J I/KI I'I J I/44 w

s'f

[:'

t2

MON I'

ils

84' YIiS YIrS

KN I}A'I I I'SIT ItT JPlCPI/I IIlS IOI 5 IO4

9

WS

TI.-

6

MON'I'

IIS

lOOo/o YI,S YI:S

KI'I'WASCO KAI,IJN DT,i

I IOUSEtIOt,DS SAN II'AI-I()N

02-

P2I{S/TAWWDA/KI'I'

IJI/KITTJI/O I2

WS

TI.-

6

MON'I

HS

t00% YT:S YES

il.1MtiKuYr.i wA'lllR

l't{OJITC I

Rt 1PlCPI/t/W/01 5/005 WS

1-F

lt
MoN I

IIS

87'% YIlS YliS
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l

Sl irt rrs of l')ro.jccts conr plction

l'roj cct Total project

Cost

Total

expended

to date

Completion

"h to date

Iludgct Actual Sourccs

of funds

I PSF

KAI,IJNDTJ

6,199,218.90 4,959,375 1000h 6,199,218.90 3,998.:i00 [)onor

2 KABAI'I PSF 5,985,961 3.498.336 95% 5,985,961 j.520.549 I)onor

-1 KITWN SCO

KALTJNDU

HOTJSEHOLT)S

SANI'INTION

7,263.415 7.196.210 100% 7,263.415 7.le l .500 [)onor

4 ILIMUKUYI.J

WATER

PROJECT

100.105.243 24,766,73s 250 100, t05,243 23.842.377 I)onor
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Appendix III- Inter-Entity Confirmation Letter

Name of Tra nsferring en titv..

Name of Beneficiary entity.....

onfirmation ofamounts received by Insert name ofbeneficiary Entityl as at 306 June (Current FY)

Reference Number Date Disbursed Recurrent (A) Development (B)
Total

(c):(A+B) Remarks

Total

I confirm that the amounts shown above are correct as ofthe date indicated

Head of Accounts Department - Disbursing Entity:

Name Sign Date ......

Head of Accounts Department - Beneficiary Entity:

Name........... ................... Sign... Date..
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Appendix IV: Reporting of Climate Relevant Expenditures

Project
Name

Project
Description

Project
Objectives

Project
Activities

Source Of
Funds

Im plementing
Partners

Ql Q2 Q3 Q4

50
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Appendix V: Reporting Disaster Management Expenditure

Date:

Entity

(Attachforms from each transferring Government entiry.)

Column I Column II Column
III

Column IV Column V Column
VI

Column
VII

Programme Sub-
programme

Disaster
Type

Category of disaster related Activity that
require expenditure reporting
(response/recovery/miti gation/preparedness)

Expenditure
item

Amount
(Kshs. )

Comments

I

5t
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Appendix VI: Recording of Transfe rs from Other Government Entities

Name of the

Coung'/MDA./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
Fund

Deferred
Income Receivables

Others
- must

be

specific

Total
Transfers

during
the Year

Ministry/County
department of Water Recurrent

M inistry/County

Department of water Developrnent

USAID Donor Fund

name of
Deve lopment

partner/County'

depanment etc. Direct Payment

Tota I

a
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