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ENTITP’ INFORMATION

round Information
Sanitation Company Limited is a public company (herein referred to as

The principal acjivity of the company is to distribute water from our sources to individual and

commiercial congumers within our jurisdiction. #
|

Directors ‘

The Directors who served the entity during the year/period were as follows:
1.| Prof. Eng. Bernard Njoroge - Chairman - Appointed in 2018
2.1 Eng. Philip Gichuki - Chief Executive - Appointed in 2018
3. Emma Nganga - Appointed in 2018
4.! Eng. Andrew Muigai - Appointed in 2018
5.1 Dominic Ichugu Gachanja - Appointed in 2018
6.| Bishop Sblomon Waweru - Appointed in 2018
7.1 Samuel Gatama - Appointed in 2018
8.1 Ndungu Wa Munywe - Appointed in 2018
9.1 Prof. Stephen Njuguna - Appointed in 2018
10, James Muriuki - Appointed in 2018

Corporate Secretary

Josephine Murit

P.O. Box 2344-00900

Kiambu

Registered Offi

Karuri

-Limuru Road
bx 818-00219,
| KENYA
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Corporate Contacts
Telephone: (254) 0727484139
Email: infol@karuriwater.co.ke
Website: www.karuriwater.co.ke
Corporate Bankers

Post Bank- Karuri branch

Head Office

P.O. Box 30311-0100

Nairobi, Kenya

FFamily Bank- Banana branch
Head Office

P.O. Box 74145-00200
Nairobi, Kenya

Co-operative bank-Ruaka Branch
Head Office

P.O. Box 48231 - 00100,
NAIROBI

Equity Bank-Ruaka Branch
Head Office

P.O. Box 75104-00200
Nairobi, Kenya

Safaricom M-Pesa money transfer service
Paybill No. 544500

Independent Auditors

Auditor General

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

GPO 00100

NAIROBI, Kenya
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BOARD OF PIRECTORS

The

re functi ‘ns of the board of directors are to formulate policies to ensure sustainability of the

company, effective and efficient management of the company’s resources geared towards equitable

supply of water within the company’s area of jurisdiction.

Prof, Eng. Bernard
joroge Chainpan

DoA: 2018

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

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

Mr John Myivithi Mutie
Chief Officer Water and
Diregtor

DoA: 1st March 2019
Qualification: LLB (UoN); CPS(K)

Work Experience: Worked with the defunct local Authorities as
town clerk/County Clerk in various Local Authorities. Served as
County Assembly Clerk/ Secretary to County Assembly of Kiambu.
Currently on secondment to County Executive as Chief Officer
Department of Water, Environment, Energy and Natural Resources.
Also assignment Department of Administration and Public Service
as the Acting Chief Officer

Josphine W,
Company Secretary

DoA: 2018

Qualification: LLB (UoN)

Work Experience: Worked with Kiambu County Government
Senior Legal Counsel, Assistant Director (Quality Assurance,
compliance and Accreditation), Assistant Commission Secretary
(Legal Affairs), Assistant Counsel Mwaniki & Company
Advocates, Counsel Musyimi & Company Advocates
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Prof Steven Njuguna DoA : 2018

Director . . _ .
Qualification: Phd, Msc, Bsc(1* Class Hons) Environmental

Science, Diploma in Education

Work Experience: Kenyatta University, Faculty of Environmental
Studies

Mr. James Gitau Muriuki | DoA : 2018

Director ) . ) ) _
Qualification: Bachelor of Science in Chemistry/Biochemistry,

Msc. Environmental Health Engineering
Sector: Representative of Water Consumers 2

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

Mr Samuel Gatama DoA : 2018
Director
Qualification: Business man, S 1 Teacher

Work Experience: Retired teacher over 30Years Experience

Eng. Andrew Muigai DoA : 2018

SR Qualification: Bsc Civil Engineering UON

Work Experience: Director Kenya Industrial Research and
Development Institute

Entrepreneur Engineer and Management Consultant
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Emma Waith;ka Ng’ang’a

Dire

tor :

DoA : 2018
Qualification: Msc Corporate Entrepreneurship

Work Experience: 40 years’ experience in Business and Marketing

DoA : 2018
Qualification: Bachelor of Arts, Advanced Public Administration

Work Experience: Worked with UON as Senior Administration
v s »
Assistant, Ministry of Water and Ministry of Commerce

Direc

inic Gachinja
tor

DoA : 2018
Qualification: Doctor in Pharmacy

Work Experience: Businessman Thika, Board Member Land
Control Board

Bish
Dire

i
P Solomon Waweru
or

DoA : 2018
Qualification: Retired Public Officer
Work Experience: Bishop of A Church

Representative of NGOs
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Dr. Martin Njogu Mbugua | DoA : 2018

Director

Qualification: Doctor of Philosophy - Chemistry

Work Experience: Lecturer and researcher, Department of
Chemistry/UoN
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MANAGEMENT STAFF

The r+anagcme staff during the year was as follows:

1 r John

anaging

. Karioki-

Director

He is responsible for: Coordinating the day to day management of
the Company

Monitoring and assessing management’s performance

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

Ensuring institutional transformation in accordance with corporate
strategy

[echnical

He is responsible for all the technical aspects of water production
and distribution. He is also tasked with overseeing field operations
and ensuring that the Company progressively increases coverage to
the underserved areas.

He is also responsible for ensuring that the company keeps the non-
revenue water (NRW) within acceptable standards.
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3 | Ms Esther Muthoni —

Commercial Manager

BCOM & CPAK

She is responsible for all the commercial activities and tasks of the
company.

This includes meter reading, billing and new connections so as to
ensure that the company maximises its produced volumes.

She also ensures that the metering ratio of the company remains at
100%.

4 | Ms Monica Kimani —

Procurement Officer

BBA Supplies &
Purchasing

She is responsible for making all purchases for the company in line
with the Public Procurement and Asset Disposal Act, 2015 as well

as the regulations thereof. ’

She also supervises the issuing and accounting of store items.

5 | Mr Cyrus M. Maina —
Senior Accountant

He is in charge of the finance department that is entrusted with
accounting and finance functions of the company.

He oversees the preparation of financial statements accofding the
Public Finance Management Act 2012 as well as International
Financial Reporting Standards (IFRS).

He is also in charge of Revenue collection which entails
disconnections and reconnections.
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orporation and they are in the process of looking into the project design afresh.

a Sewer project is another project expected to increase revenue for the company it
involves Installation of DN450, 21.388km Trunk sewers, DN300, 18.8km Lateral sewers and
conndction of 1000 houscholds as well as laying of DN90, 2.4km pipes and DN50, 6.5km. However,
survey and Design of sewer lines is pending an approval to undertake survey in Karura Forest.

Satisfying our customers and creating stakeholder value remain our cherished goals. As we look into
the future, our resolve is to remain focused to achieve these goals through sccuringmadequate water
supply, distribution capacity, reducing losses, increase in coverage and expansion of our customer
base. [We are al§o expanding our social responsibility by providing our services to the low income
areas 'through maintenance of water kiosks where water is affordable to residents who don’t have

individual household connections in those areas.

water operations. Our highest expenditure remains electricity and the purchase of Bulk Water from
Nairobi Water Co. Ltd accounting for 21% and 24% of our total expenditure respectively. These and
other pperating 4osts have led to a deficit in the year which we hope to reverse with an upward tariff
adjustment as well as cheaper sources of water.

The single bigg:j:t challenge in the year under review, like in past years, has been the rising cost of

Chél n oftl/l‘z T
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REPORT OF THE MANAGING DIRECTOR

The financial year ending 30 June 2020 has had both challenges and achievements, it has seen us
continue to implement our core mandate of water distribution in Kiambaa Sub-County and hopefully
in future we shall also begin providing sewer services.

Achievements

The company welcomes the gravity water from Tigoni Treatment Works and hopes that the additional
water will help meet demand in some key zones where we had halted new connections due to acute
strain on the current production; it will also supplement bulk water purchase from Nairobi Water off-
takes which has greatly reduced in recent months.

As at 30" June 2020, the company had 10,206 registered connections. Of these 7,310 were active
while 2,896 were inactive. During the year, 136 new customers were connected against a target of
1,000 new connections. We missed the target largely due to Nairobi Water reduced supply days from
the initial two days a week to one day as well areas served by borcholes have also been experiencing
prolonged rationing with some zones getting supply twice in a month, consequently the company has
also stopped new connections in such areas until we get new water sources.

The average annual meter reading efficiency for the year was 94.4% while the annual billing
efficiency was 91%.

The collection efficiency was 90% against a target of 96%, this was due to the COVID-19 pandemic
effect on the collections of the fourth quarter. The average number of paying customers for the year
stood at 76%.

Challenges

The company has reported a loss of Kshs. 7,048,924 compared to a loss of Kshs. 6,224,909 for last
year. This has been occasioned by increased cost of doing business which grew in the year under
review coupled with the negative effects of the Covid-19 pandemic in the last part of the year under
review.

The company continues to pay the largest portion of its revenue to operation costs specifically
electricity and purchase of bulk water, in the year ended 30" June 2020 the company incurred Kshs.
23,861,493 and Kshs. 15,411,870 on these two items respectively. This represents 46% of the total
expenditure in the year.

Managing Director,

John P. Karioki

Xii
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ompany r&:gards good corporate governance as crucial to the success of the business and is

itted to practice it so that it remains a sustainable and viable business. This Statement sets out

best corporate governance principles and others like the Code of Ethics for directors and the Public

Officer Ethics Act, 2003 that applies to public officers.

to engble the B*ard to operate effectively and in the best interests of the Company. The Code of
Conduct sets outirulcs for directors to among others: act honestly, in good faith and for the best interest
of th Company{ exercise duty with care and diligence, avoidance and management of conflict of
interest, maintaih confidentiality of information about the Company, showing commitment to and

attend to Compa#y’s business and respect to fellow directors.
Conflict of Inte*est

Direcfors are req‘*xircd to make a written disclosure of any transaction in which they have interest and
whichl would colistitute a conflict of interest and to abstain from voting when such matters are being
considered. Busi‘mess transactions with all parties, directors or their related parties are carried out at

arms’ length. |
Role and Responsibilities of the Board
The Board provides leadership and strategic direction to the Company. Their main responsibilities are:

. E(Iablishing the short and long-term goals of the Company and strategic plans to achieve those

goals.

xiii
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e Ensuring preparation of the annual, half-year and quarterly financial statements.

e Approval and review of the annual budgets.

e Setting and periodically reviewing key performance indicators and management performance.
e Ensuring that the Company has adequate systems of internal controls.

e Ensuring that the Company has adequate risk management plans to ensure business continuity.
Role of Chairman of the Board of Directors

The Chairman is primarily responsible for providing leadership to the Board, Chairing Board meetings
and general meetings of members. The chairman also ensures that the Board is supplied with timely

and sufficient information to enable it to discharge its duties effectively. s
Managing Director

The Managing Director is the Chief Executive Officer of the company responsible for the day to day

management of the Company. He is also the secretary of the board.
Directors Training and Development

The Company recognizes the importance of having a well informed and fully empowered Board of
Directors. In this regard, relevant training and capacity development opportunities are organized to
equip directors with skills and knowledge necessary to effectively perform their responsibilities when

funds are available.
Board Work plan and Meetings

A work plan and schedule of meetings is prepared annually in advance. The Board meets at least once
in a quarter or more depending on the requirements of the business. Directors receive adequate notice

for meetings and detailed papers on issues to be discussed

Xiv
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MANAGEM@NT DISCUSSION AND ANALYSIS

The fallowing islan analysis of the key highlights in the financial quarter under review in the following
categdries!

1.4 Key imp‘emcmcd, ongoing and proposed projects
78 Compliach with statutory requirements

1) KEY IMPLEMENTED, ONGOING AND PROPOSED PROJECTS

A. Implemented Projects
Supply from Limuru Water and Sewerage Co. Ltd
The county Government of Kiambu funded a line from Tigoni Water Works which is under Limuru
Water and Sewetage Co. to Karuri. This was substantially complete by the end of year and is expected
ly 1000 |3 of water daily.

3—‘**«—3—“—1#
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B. Ongoing Projects

Kiambu-Ruak
This groject inv
-Installation of
1000 household
-Layiflg of DN9Q, 2.4km pipes and DN50, 6.5km.

and Design of sewer lines is pending due to a delay in approval to undertake survey in Karura
Installation of water pipes ongoing. 6.7km out of 8.9km span of pipes already

Sewer project
lves the following components:
N450, 21.388km Trunk sewers, DN300, 18.8km Lateral sewers and connection of
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Karuri-Rwaka Water supply Proposal

oject with an estimated project cost of Kshs. 508,319,416 is earmarked to serve Karuri and
Sub-locations with a production capacity of 4,600m?*/day. The funding proposal request was
submitted to Kerlya Pooled Water Fund (KPWF). KPWF consultants carried out Technical evaluation
of thelproject on/November 2017 and were positive on its feasibility. Further financial evaluation of
the project by the KPWF Investment committee is currently ongoing and communication is expected
in due time.

Gathiri-Kambara Project

The above named project is expected to have the following components:

‘ XV
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-Operationalization of Gathiri and Kambara springs
-Laying 9.6km pipeline of assorted sizes ranging from DN110 to DN40

Athi Water Works Development Agency has identified a contractor who has visited the site to
familiarize with areas to lay the pipes. Installation of pipes is expected to start before the end of July
2020.

3) Compliance with Statutory Requirements
The company was in compliance with most of the statutory requirements except a few as detailed

below
Statutory Requirement Status
1 | Licence Fees and Administration Fees As at the end of the year we owed WASREB and
AWSB Ksh. 8,034,756 and Ksk. 27,092,744
respectively.
2 | Pay As You Earn (PAYE) The company was up to date with the said payments

and filing of returns.

3 | National Hospital Insurance Fund

(NHIF) .
The company was up to date with these payments.

4 | National Social Security Fund (NSSF)

5 | CPF (LapTrust)-Pension Provider

6 | Water Resources Authority The'outstanding amount with WRA was Ksh.
318,660

XVi
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CORPORATE SOCIAL RESPONSIBILITY STATEMENT/ SUSTAINABILITY
REPORTING

KA

SCO exists to transform lives which 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 customer

first,
Below

14

elivering televant goods and services, and improving operational excellence.

 is a brief highlight of our achievements in each pillar:

SustainIJility strategy and profile

To ensurt sustainability of water sources in our area, the company had planned to fence the Ite
dam to discourage encroaching by the community.

Environmental performance

To improve our environment the company plans to continue in tree planting exercises

especially in primary schools because this encourages the younger generationsin taking up the
habit.

Employee welfare

The company is an equal opportunity employer and encourages women and the disabled to
apply for vacant positions.

The com‘)any has an OSH committee in place which is operational.

Market place practices:
a) sponsible competition practice:
The organization ensures responsible competition practices and upholds the principles
of anti-corruption, responsible political involvement, fair competition and respect for
competitors in its procurement practices in line with the PPDA ACT and set out

lick:lines. ;
b) sponsible Supply chain and supplier relations:
¢ organization maintains good business practices, treats its own suppliers
sponsibly by honoring contracts and respecting payment practices.
c) sponsible marketing and advertisement:
e ensure that our marketing and customer awareness efforts are ethical and true as

erl as timely.

d) Product stewardship:
r main product which is water is sampled and tested for safety at source and random
consumer points to ensure it is safe for consumption and in line with WASREB
idelines.

xvii
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5. Community Engagements-
e The company in collaboration with the County Government of Kiambu’s Water Environment

and Natural Resources department planted tree seedlings in several primary schools in our
jurisdiction during the rainy season.

e The company also has water connections that are under the pro-poor program. These are
connections being used by vulnerable members of society in our area of jurisdiction. These
customers are exempted from paying water bills as long as they restrict consumption to below

6 units per month.

xviii
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STATEMENT OF DIRECTORS’ RESPONSIBILITIES

The Public Finance Management Act, 2012 and the Companies Act, require the Directors to prepare financial
statements in respect of that entity, which give a true and fair view of the state of affairs of KAWSCO at the
end of the financial year/period and the operating results of KAWSCO for that year/period. The Directors are
also required to ensure that KAWSCO keeps proper accounting records which disclose with reasonable
accuracy the financial position of KAWSCO. The Directors are also responsible for safeguarding the assets of
KAWSCO.

The Directors are responsible for the preparation and presentation of KAWSCO s financial statements, which
give a true and fair view of the state of affairs of KAWSCO for and as at the end of the financial year (period)
ended on June 30, 2020. This responsibility includes:

(1) Maintaining adequate financial management arrangements and ensuring that these continue to be
effective throughout the reporting period;

(i1) Maintaining proper accounting records, which disclose with reasonable accuracy at any time the
financial position of KAWSCO; !

(ii1) Designing, implementing and maintaining internal controls relevant to the preparation and fair

presentation of the financial statements, and ensuring that they are free from material misstatements,
whether due to error or fraud;

(iv) Safeguarding the assets of KAWSCO;

(v) Selecting and applying appropriate accounting policies; and

(vi) Making accounting estimates that are reasonable in the circumstances.

The Directors accept responsibility for KAWSCO'’s financial statements, which have been prepared using
appropriate accounting policies supported by reasonable and prudent judgements and estimates, in conformity
with International Financial Reporting Standards (IFRS), and in the manner required by the PFM Act and the
State Corporations Act.

The Directors are of the opinion that KAWSCO s financial statements give a true and fair view of the state of
the Company’s transactions during the financial year ended June 30, 2020, and of KAWSCO s financial
position as at that date. The Directors further confirm the completeness of the accounting records maintained
for KAWSCO, which have been relied upon in the preparation of KAWSCO's financial statements as well as
the adequacy of the systems of internal financial control. Nothing has come 1o the attention of the Directors to
indicate that KAWSCO will not remain a going concern for at least the next twelve months from the date of
this statement.

Approval of the financial statements

enfity’s financi tements were approved by the Board on 28" September 2020 and signed on its behalf

Managing Director
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REPORT OF THE AUDITOR-GENERAL ON KARURI WATER AND SANITATION
COMPANY LIMITED FOR THE YEAR ENDED 30 JUNE, 2020

REPORT ON THE FINANCIAL STATEMENTS
Qualified Opinion

| have audited the accompanying financial statements of Karuri Water and Sanitation
Company Limited set out on pages 1 to 30, which comprise of the statement of financial
position as at 30 June, 2020, statement of profit or loss and other comprehensive income,
statement of changes in equity, statement of cash flows and the 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

. 2020, and of its financial performance and its cash flows for the year then
accordance with the International Financial Reporting Standards and comply
Water Act, 2016, the Companies Act, 2015, and the Public Finance
Management Act, 2012.

Basis for Qualified Opinion

1. Property, Plant and Equipment

As disclosed in Note 11 to the financial statements, the statement of financial position
reflects pfoperty, plant and equipment net book value of Kshs.25,135,109. However, as
reported in the previous year, other fixed assets with undetermined value and comprising
land, watér pipes and vehicles were not included in the balance. Further, during the year
under review, the company purchased additional assets worth Kshs.5,171,401 which
were not Included in the approved expenditure budget for the year.

Consequeéntly, the accuracy, completeness and validity of property, plant and equipment
net book value of Kshs.25,135,109 reflected statement of financial position as at
30 June, 2020 could not be confirmed.

| 2. Failure to Disclose Material Uncertainty in Relation to Going Concern

The statément of profit or loss and other comprehensive income reflects a loss of
Kshs.7,048,924 (2019: a loss of Kshs.6,224,909). The operating loss depleted further the
retained éarnings from a negative balance of Kshs.34,414,471 as at 30 June, 2019 to
negative balance of Kshs.41,463,395 as at 30 June, 2020. Further, the Company's

Report of the Auditor-General on Karuri Water and Sanitation Company Limited for the year ended 30 June, 2020
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current liabilities balance of Kshs.102,480,658 exceeded its current assets balance of
Kshs.36,859,658 resulting in a negative working capital amounting to Kshs.65,621,000
as at 30 June, 2020.

The precarious financial situation is an indication of the existence of a material uncertainty
which may cast a significant doubt on the Company’s ability to continue as a going
concern and to meet its obligations as and when they fall due. The financial statements
have been prepared on a going concern basis on the assumption that the Company will
continue to receive financial support from County Government of Kiambu and its
creditors. However, this material uncertainty in relation to going concern and any
mitigating measures put in place by the Company'’s directors to reverse the undesirable
precarious financial position have not been disclosed in the notes to the financial
statements.

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

Key Audit Matters

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

Other Matter

Unresolved Prior Year Matters

In the audit report of the previous year, several issues were raised. However, the
Management has not resolved the issues or given any explanation for failure to adhere
to the provisions of the Public Sector Accounting Standards Board templates and The
National Treasury and Planning Circular reference No. AG.4/16/3 Vol.1(9) dated 24 June,
2020.

Other Information

The Directors are responsible for the other information. The other information comprises
the report of Directors as required by the Companies Act, 2015, and the statement of the
Directors’ responsibilities which are obtained prior to the date of this report, and the
annual report which is expected to be made available after that date.

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

In connection with the audit of the 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 the knowledge obtained in the audit, or
otherwise appears to be materially misstated. Based on the work | have performed on
the other information obtained prior to the date of this auditor’'s report, if | conclude that
there is material misstatement of this other information, | am required to report that fact. |
have nothing to report in this regard.

Report of the Auditor-General on  Karuri Water and Sanitation Company Limited for the vear ended
30 June, 2020
2



REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC

. RESOURCES

Conclusion

. As required by Article 229(6) of the Constitution, based on the audit procedures

performed, except for the matters described in the Basis for Conclusion on Lawfulness
and Effectiveness in Use of Public Resources section of my report, | confirm that, nothing
else has come to my attention to cause me to believe that public resources have not been
applied lawfully and in an effective way.

Basis for Conclusion

1. Unaccounted for Water (UFW)

During the financial year under review, the Company produced 1,279,139 cubic meters
(M?) of water out of which, only 872,057 M3 of water was billed to the customers. The
balance of 407,082 M3 or approximately 31.8% of the total volume of water produced
represented unaccounted for water (UFW) which is over and above the allowable water
loss of 256% as per the Water Service Regulatory Board guidelines. The UFW of 31.8%
may have resulted in loss of sales estimated at Kshs.32,491,055 (2019: estimated loss
of sales Kshs.26,300,459).

Consequently, the Management was in breach of regulation.

2. Long Outstanding Trade and Other payables

- As reported in the previous year, as disclosed in Note 19 to the financial statements, the

statement of financial position reflects trade and other payables balance of
Kshs.85,249,888. The balance includes fees payable to Athi Water Service Board, Water
Service Regulatory Board, Thika Water and Sewerage Company, Limuru Water and

' Nairobi Water and Sewerage Company amounting to Kshs.27,092,744, Kshs.8,034,756,

Kshs.960,365, Kshs.2,065,300 and Kshs.29,642 290 respectively, that have been
outstanding for long. Further the balance includes long outstanding audit fees amounting
to Kshs.960,000. No explanations were given for the failure to remit the outstanding
amounts to the respective organizations. In addition, the Management had not
established creditors’ policy.

In the circumstances, | am unable to confirm whether there was effective management of
public resources at the Company.

The audit was conducted in accordance with ISSAI 4000. The standard requires that |
comply with ethical requirements and plan and perform the audit to obtain assurance

' about whether the activities, financial transactions and information reflected in the

financial statements are in compliance, in all material respects, with the authorities that
govern them. | believe that the audit evidence | have obtained is sufficient and appropriate

' to provide a basis for my conclusion.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVYERNANCE

Conclusion

As required by Section 7(1)(a) of the Public Audit Act, 2015, based on the audit
procedures performed, except for the matter described in the Basis for Conclusion on

 Effectiveness of Internal Controls, Risk Management and Governance section of my
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report | confirm that, nothing else has come to my attention to cause me to believe that
internal controls, risk management and overall governance were not effective.

Basis for Conclusion
Failure to Appoint Board of Directors

As reported in the previous year, the Board of Directors was dissolved in March, 2018.
This was due to a proposed re-organization and merging of the Water Companies by the
County Government of Kiambu. As a result, there has been a lack of formulation of new
policies, procedures and execution of the functions of the Board contrary to section 79(1)
of the Water Act, 2016. Further, the Company did not hold an Annual General Meeting
as required by the Companies Act, 2015.

In the circumstances, general oversight of the Company's functions could not be
confirmed.

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

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

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

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

(i) Inmy opinion, adequate accounting records have been kept by the Company, so far
as appears from the examination of those records.

(i) The Company's financial statements are in agreement with those records and
returns.

Responsibilities of Management and the Board of Directors

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

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

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

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

The Board of Directors is responsible for overseeing the Company’s financial reporting
process, reviewing the effectiveness of how the 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 overall
governance and risk management, and ensuring the adequacy and effectiveness of the
control environment.

Auditor-General’s Responsibilities for the Audit

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditor’s report that includes my opinion in accordance with the provisions
of Sectian 48 of the Public Audit Act, 2015 and submit the audit report in compliance with
Article 229 (7) of the Constitution. Reasonable assurance is a high level of assurance,
but is nat a guarantee that an audit conducted in accordance with ISSAIls will always
detect a material misstatement and weakness when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or in the aggregate, they
could reasonably be expected to influence the economic decisions of users taken on the
basis of these financial statements.

In addition to the audit of the financial statements, a compliance audit is planned and
performed to express a conclusion about whether, in all material respects, the activities,
financial  transactions and information reflected in the financial statements are in
compliance with the authorities that govern them and that public resources are applied in
an effective way, in accordance with the provisions of Article 229(6) of the Constitution
and submit the audit report in compliance with Article 229(7) of the Constitution.

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

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

As part of an audit conducted in accordance with ISSAls, | exercise professional
judgement and maintain professional skepticism throughout the audit. | also:
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Identify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide
a basis for my opinion. The risk of not detecting a material misstatement resulting
from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control.

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

Conclude on the appropriateness of the Management's use of the going concern
basis of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the Company’s ability to continue as a going concern. If | conclude that a material
uncertainty exists, | am required to draw attention in the auditor's report to the
related disclosures in the financial statements or, if such disclosures are
inadequate, to modify my opinion. My conclusions are based on the audit evidence
obtained up to the date of my audit report. However, future events or conditions
may cause the Company to cease to continue as a going concern.

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

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

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

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

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

CPA

~

ncy u , CBS

AUDITOR-GENERAL

Nairobi

08 February, 2022
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SJATEMENT OF PROFIT OR LOSS & OTHER COMPREHENSIVE

INCOME FOR THE YEAR ENDED 30™ JUNE 2020

T Comparative

| Note Period

l 2020 2019

| | Kshs Kshs

:
REVENUES |
Saes | | 6 69,602,810 79,698,353
Other Income | 7 9,472,598 1,450,920
TOTAL REVENUES 79,075,408 81,149,273
OPERATING EXPENSES
Operations Expenses 8 72,349,477 70,306,397
Administrative Expense 9 13,159,598 16,488,147
Finance Cost | 10 615,257 579,638
TQTAL OPERATING EXPENSES 86,124,332 87,374,182

OéERATlNé PROFIT/(LOSS)
PliOFIT/(LOiSS) BEFORE TAXATION
IN_'FOME TAX EXPENSE/(CREDI 11

PI%OFI_T/(_I_JOLS_S) AFTER TAXATION

(7,048,924)

(7,048,924)

(6,224,909)

(6,224,909)

(7,048,924)

(6,224,909)
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STATEMENT OF FINANCIAL POSITION FOR AS AT 30™ JUNE 2020

Note

ASSETS |
‘Non=Current A.Issets
Property, plant abd equipment
Non-Curfcnt Assets

rent Assetq

and other receivables
Bank and cash balances

Tot Cl.;ll'l‘e“l'ltA Assets _

TOTAL ASSETS

EQUITY AND LIABILITIES
Capital and Reserves
Ordinary share clapital

Retained earnings

Capital Reserve

Cép al and Reserves

nt .IJia-_I‘)il.ii-ics

Toty Currept Riabilities

TOTAL EQUI}Y AND LIABILITIES

The fihancial statéments were approved by the Board on 28" Septémber 202Q and sig

Comparative Period

17
18

and other payables ‘
Cus mcr,Re_fu!.\Eable Deposts | 20}

2020 2019

Kshs Kshs
25,135,109 20,479,880

25,135,109 20,479,880

3,628.405 1,739,471

21,400,517 18.456,076
11,830,736 811,536
36,859,658 28207,083

61,994,767 48,686,963

40 40
(41,463,395) (34,414,471)
977,464 977.464

(40,485.891) (33,436,967)
85,249,888 65.368,660
17.230,770 | 16,755,270

102,480,658 82,123,930

61,994,767 48,686,963

n its behalf by:

1 f
Mannking Direcrr Head of\Ti}nance

N
ChJir n e Board



Karuri Water & Sanitation Company Itd

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

STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDED 30"

JUNE 2020
Ordinary Capital
Share Retained Earnings Total
Capital Reserve
Kshs Kshs Kshs Kshs

Balance Brought Forward as at July 1, 2018 40 (28,189,562) 977,464 (27,212,058)
Total comprehensive income (6,224,909) - (6,224,909)
Balance Carried down at June 30, 2019 40 (34,414,471) 977,464 (33,436,967)
Balance Brought Forward as at July 1, 2019 40 (34,414,471) 977,464 (33,436,967)
Total comprehensive income - (7,048,924) - (7,048,924)
Balance Carried down as at June 30, 2020 40 (41,463,395) 977,464 (40,485,891)

*Capital reserve: Refer to Summary of Significant Accounting Policies (page 32) note xvi
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STATEME

.

p

OPERATING ACTIVITIES

Cash generated from/(used in) operations
Net cash generated from/(used in) operating activities

INVESTING ACTIVITIES
Purc

Proc
Net

Note

21

15

OF CASH FLOW FOR THE YEAR ENDED 30" JUNE 2020

Prior Year
2020 2019
Kshs Kshs
11,291,569 2,656,343
11,291,569 2,656,343
(7,477,101) (6,019,980)
4,732 77153
(7,472,369) (6,012,227)

3,819,200  (3,355,884)
8011536 11367,420
11,830,736 8,011,536
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STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS
FOR THE YEAR ENDED 30™ JUNE 2020

Original 2019 AL
& Adjustments | Final Budget |Comparable Performance
2020 Budget . i
basis difference
Revenue 115,300,000 (28,600,000) 86,700,000 79,075,408 7,624,592
EXPENDITURE:
Operations Cost 88,814,000 (22,020,000) 66,794,000 72,349,477 (5,555,477)
Administrative Expenses 22,540,748 (6,884,348) 15,656,400 13,159,598 2,496,802
Finance Cost 630,000 130,000 760,000 615,257 144,743
TOTAL EXPENSES 111,984,748 (28,774,348)| 83,210,400 86,124,332 (2,913,932)
&
Surplus / (Deficit) 3,315,252 174,348 3,489,600 (7,048,924)

PFM Act section 81(2) ii and iv requires a National Government entity to present appropriation accounts

showing the status of each vote compared with the appropriation for the vote and a statement explaining any
variations between actual expenditure and the sums voted. IFRS does not require entities complying with IFRS
standards to prepare budgetary information because most of the entities that apply IFRS are private entities that
do not make their budgets publicly available. However, for public sector entities, the PSASB has considered
the requirements of the PFM Act, 2012 which these statements comply with, the importance that the budgetary
information would provide to the users of the statements and the fact that the public entities make their budgets
publicly available and decided to include this statement under the IFRS compliant financial statements.
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NOTES TO THE FINANCIAL STATEMENTS
I. GENERAL INFORMATION

C

Karuri Water and Sanitation Co. Ltd is established by and derives its authority and accountability
from the Water Act 2016. The entity is wholly owned by the County Government of Kiambu and

domiciled in Kenya. The entity’s principal activity is distribution of water from our sources to

individual and commercial consumers within our jurisdiction.

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

mprehensive income in these financial statements

2. § ATEMI*#VT OF COMPLIANCE AND BASIS OF PREPARATION "

e ﬁnancijl statements have been prepared on a historical cost basis except for the measurement

af re-valued amounts of certain items of property, plant and equipment, marketable securities and

ancial initrumenls at fair value, impaired assets at their estimated recoverable amounts and
tuarially dclcrmined liabilities at their present value. The preparation of financial statements in
nformity with International Financial Reporting Standards (IFRS) allows the use of estimates
d assumptions. It also requires management to exercise judgement in the process of applying the
tity’s accounting policies. The areas involving a higher degree of judgement or complexity, or
here assurnptions and estimates are significant to the financial statements, are disclosed in Note

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

fanctional and reporting currency of the KAWSCO.

3.

e f'manclal statements have been prepared in accordance with the PFM Act, the State
orporations Act, Water Act and International Financial Reporting Standards (IFRS). The
counting policies adopted have been consistently applied to all the years presented.
PPLICATION OF NEW AND REVISED INTERNATIONAL FINANCIAL
EPORTING STANDARDS (IFRS)

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

IFRS 16: Leases

The new standard, effective for annual periods beginning on or after 1st January 2019,
introduges a new lessee accounting model, which requires a lessee to recognise assets and
liabilities for all leases with a term of more than 12 months, unless the underlying asset is of
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low value. A lessee is required to recognise a right-of-use asset representing its right to use the
underlying leased asset and a lease liability representing its obligation to make lease payments.



Karur

i Water & Sanitation Company ltd

Annu

I Reports and Financial Statements
Cﬂ[g!lrdéd June 30, 2020

LS TO IH|F FINANCIAL STATEMENTS (Continued)

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

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

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

IFRIC 23: Uncertainty Over income tax treatments

The intcgpretation addresses the determination of taxable profit (tax loss), tax bases, unused
tax lossés, unused tax credits and tax rates, when there is uncertainty over income tax
treatments under [AS 12. It specifically considers:

o  Whether tax treatments should be considered collectively

« Assumptions for taxation authorities' examinations

 The determination of taxable profit (tax loss), tax bases, unused tax losses, unused tax
ctedits and tax rates

o The effect of changes in facts and circumstances

Amendn*ents to IFRS 9 titled Prepayment Features with Negative Compensation (iss'ued in
October 2017)

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

Amendn‘ents to IAS 28 titled Long-term Interests in Associates and Joint Ventures (issued
in OclOQer 2017)

The amdqdments applicable to annual periods beginning on or afier 1st January 2020, clanfy
that an ntlty applies IFRS 9, rather than IAS 28, in accounting for long-term interests in
associatés and joint ventures.

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

The amendments, applicable to annual periods beginning on or after 1st January 2020, provide
additional guidance on applying the acquisition method to particular types of business
combination.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

2

i)

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

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

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

The amendments, applicable to annual periods beginning on or after 1st January 2020, clarify
that when an entity obtains joint control of a business that is a joint operation, it does not re-
measure its previously held interests

Amendments to IAS 12 - Annual Improvements to IFRSs 2015-2017 Cycle , issued in
December 2017 »

The amendments, applicable to annual periods beginning on or after 1st January 2020, clarify -
that all income tax consequences of dividends should be recognised when a liability to pay a
dividend is recognised, and that these income tax consequences should be recognised in profit
or loss, other comprehensive income or equity according to where the entity originally
recognised the transactions to which they are linked. -

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

The amendments, applicable to annual periods beginning on or after 1st January 2020, clarify
that the costs of borrowings made specifically for the purpose of obtaining a qualifying asset
that is substantially completed can be included in the determination of the weighted average of
borrowing costs for other qualifying assets.

Amendments to IAS 19 titled Plan Amendment, Curtailment or Settlement (issued in
February 2019)

The amendments, applicable to plan amendments, curtailments or settlements occurring on or
after the beginning of the first annual reporting period that begins on or after 1st January 2020,
requires an entity to use updated actuarial assumptions to determine current service cost and
net interest for the remainder of the annual reporting period after the plan amendment,
curtailment or settlement when the entity re-measures its net defined benefit liability (asset) in
the manner specified in the amended standard.
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NOT‘ES TO TI{P FINANCIAL STATEMENTS (Continued)

P

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

Amendménts to IAS I and IAS 8 Definition of material

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

(The org*anisation should assess the impact of the above standards and amendments and
state the impact of their application on their financial statements based on their specific
facts and circumstances and make appropriate disclosures.)

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

IFRS 17 Insurance Contracts (Issued 18 May 2017)

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

Amendments to References to the Conceptual Framework in IFRS Standards (Issued 29 March
2019- A;#Jlicable Sfor annual periods beginning 1 January 2020)

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

The Dire#:!ors do not plan to apply any of the above until they become effective. Based on their
assessment of the potential impact of application of the above, they do not expect that there will
be a significant impact on the company's financial statements.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

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

iii) Early adoption of standards
The entity did not early — adopt any new or amended standards in year 2019.
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SUMMARY Od SIGNIFICANT ACCOUNTING POLICIES
i.  Revenue tRecognition

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

() Revenue from the sale of goods and services is recognised in the year in which KAWSCO
delivers products to the customer, the customer has accepted the products and collectability of
the relatid receivables is reasonably assured.

(b) Grants from National Government are recognised in the year in which KAWSCO actually

receives such grants.

) Finance income comprises interest receivable from bank deposits and, investment in
sccuritie}b, and is recognised in profit or loss on a time proportion basis using the effective
interest fate method.

(d) Other iﬁcomc is recognised as it accrues.

In—KindJContributions

ind comribntions are donations that are made to KAWSCO in the form of actual goods and/or
serviges rather than in money or cash terms. These donations may include vehicles, equipment or
el scrviées. Where the financial value received for in-kind contributions can be reliably
ined, KAWSCO includes such value in the statement of comprehensive income both as revenue
an expense in equal and opposite amounts; otherwise, the contribution is not recorded.

|
Properi#, Plant And Equipment

All gategories L)f property, plant and equipment are initially recorded at cost less accumulated

|

ases in the carrying amounts of assets arising from re-valuation are credited to other
comprehensive income. Decreases that offset previous increases in the carrying amount of the same
assef are charged against the revaluation reserve account; all other decreases are charged to profit or
loss in the income statement.
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Gains and losses on disposal of items of property, plant and equipment are determined by comparing
the proceeds from the disposal with the net carrying amount of the items, and are recognised in profit
or loss in the income statement.

iv.  Depreciation and Impairment of Property, Plant and Equipment

Depreciation on property, plant and equipment is recognised in the income statement on a straight-
line method on a pro-rata basis. The annual rates in use are:

Office equipment-computers 33%
Motor Vehicles & Motor Cycles 25%
Plant Equipment 10%
Furniture and fittings 10%
Water meters 10%
Computer Software 30%
Buildings 2.5% !
Pipeline 2.5%

V. Inventories

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

vi.  Trade and other Receivables

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

vii. Taxation

Current income tax assets and liabilities for the current and prior periods are measured at the amount
expected to be recovered from or paid to the tax authorities. The tax rates and tax laws used to compute
the amount are those that are enacted or substantially enacted as at the reporting date. Current income
tax relating to items recognised directly in equity is recognised in equity and not in the income
statement.

Deferred income tax is provided using the liability method on temporary differences at the reporting
date between the tax bases of assets and liabilities and their carrying amounts for financial reporting
purposes.
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'l‘hroTh the notice issued by treasury on 30 November 2010 the company is required to pay taxes on

their profit or s#plus. However, since the company made losses, it has not made any provision for

taxes. |

viii. | Cash an$ Cash Equivalents

Cash
amo

nd cash etuivalcnts comprise cash on hand and cash at bank. Bank account balances include
ts held at various commercial banks at the end of the financial year. For the purposes of these
finandial statements, cash and cash equivalents also include short term cash imprests and advances to
authotised publi¢ officers and/or institutions which were not surrendered or accounted for at the end
of thelfinancial )}ear.

Comparative Figures

necessary comparative figures for the previous financial year have been amended or
igured to ¢onform to the required changes in presentation. 2

udget information

The ofiginal budget for FY 2019-2020 was approved by the Board of Directors on 19% July 2019. Subsequent
revisions were made to the approved budget in accordance with specific approvals from the appropriate
authofities. The additional revisions were added or subtracted to the original budget by the entity upon receiving
the re§pective approvals in order to conclude the final budget. Accordingly, the entity recorded net adjustments
of (174,348) on the 2019-2020 budget following the governing body’s approval.

The entity’s budget is prepared on accrual basis as the actual income and expenditure disclosed in the financial
statements. A coniparison 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.

A statement to reconcile the actual amounts on a comparable basis included in the statement of
rison of budget and actual amounts and the actuals as per the statement of financial
mance hag been presented under page 5 of these financial statements.

Xi. Subseqt{ent Events

Thf;r-l have been no events subsequent to the financial year end with a significant impact on the
finangial statements for the year ended June 30, 2020.

xii. | Trade and other payables

Tradé and otherlpayables are non-interest bearing and are carried at amortised cost, which is measured
at the fair value of contractual value of the consideration to be paid in future in respect of goods and
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services supplied, whether billed to Karuri Water & Sanitation Co. Ltd or not, less any payments made
to the suppliers.

xiii.  Customer Deposits

Customer deposits are recognized as the amount paid by the consumer before service can begin less
any refunds made to the customer. Water deposits are refunded when water service is disconnected on
customer request and all outstanding bills are paid or when a construction work is completed. The
amount required as deposit in respect of existing service agreements may from time to time be
reviewed by WASREB as they review the water tariffs. As at the close of the reporting period the
following are the categories of deposits made by customers:

-Kshs 1,500 for domestic connections

-Kshs 10,000 for connections that have more than one single dwelling

-Kshs. 10,000 for construction connections

-Kshs. 10,000 for connections made to an Institution »

-Kshs. 50,000 for major construction connections
The deposits amounts are held in a separate account in one of the commercial banks as required by the
regulator.

Xiv. Provisions

Provisions are recognized when a company has a legal or constructive obligation as a result of past
events and it is probable that an outflow of resources will be required to settle the obligation and a
reliable estimate of the amount can be made. Provision for bad and doubtful debts is provided at 5%
of the trade debtors.

xv.  Capital Reserve

Capital reserve comprises of the amounts inherited from the municipal council during the transition
when the company was incorporated.

xvi.  Retirement Benefit Obligation

Employees on both permanent employment as well as contract basis contribute to a defined
contribution scheme (Laptrust Retirement Fund) at the rate of 7.5% of Gross Salary while the company
contributes 10% of Gross Salary per person per month,

The company also contributes to the statutory National Social Security Fund (NSSF) for employees
on a 3 months fixed term contracts. This is a defined contribution scheme rezistered under the National
Social Security Act. The company’s obligation under the scheme is limited to specific contributions
legislated from time to time and is currently at Kshs.200 per employee per month.

15
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SIGNIFICANT JUDGMENTS AND SOURCES OF ESTIMATION UNCERTAINTY

plicationof the Company’s accounting policies, which are described above, the directors are
to make|judgments, estimates and assumptions about the carrying amounts of assets and

s to accolnting estimates are recognized in the period in which the estimates are revised if
ion affects only that period or in the periods of the revision and future periods if the revision
affects both current and future periods.

Judgmcl{ts in Applying Accounting Policies

In the process oft-pplying the Company’s accounting policies, management has mad€ the following
ts, apart from those involving estimations, which have the most significant effect on the
recogniz#d in the financial statements:

svenue in¢ludes an assessment of water supplied to customers between the date of the last
ading and the year end. The water sales is estimated using historical consumption patterns
into account the total water usage by the customer.

om water customers as deposit is held as a non- current liability because the
inue to offer services to the customers for the foreseeable future and the customers
are not expected to discontinue their use of water in the short run.

Key Sources of Estimation Uncertainty

The following are the key assumptions concerning the future, and other key sources of estimation
uncertainty at the statement of financial position date that has a significant risk of causing material

adjustment to the ing amounts of assets and liabilities within the next financial year:
Property Plant & Equipment
Critical | estimates are made by the Directors in determining depreciation rates of property plant &

equipment. Property and equipment is depreciated over its useful life taking into account residual
values, Where apptopriate.

16
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Provision for doubtful debts

The estimated provision for doubtful debts is based on the period for which the debt was outstanding.
General provisions are established where full recovery of the principal is considered doubtful which
is made against finalized customer accounts net of deposits.

Useful lives and residual values

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

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

e The nature of the asset, its susceptibility and adaptability to changes in technology and

processes ’

e The nature of the processes in which the asset is deployed
e Availability of funding to replace the assets

e Changes in the market in relation to the asset

17



Karurm Water &

Annual Reports
For the year end

Sanitation Company Itd

nd Financial Statements
1d June 30, 2020

NOTES TO

LES

THER IN

ew Conne

Staff Medic
eave Allo

8b Ope ratia

lectricity -C
ater Use C
aintenance

ustomer ,Biﬁ&iﬂg

COME

¢tion Fees

econnection Fees

on Request

ensioh: E ployer's Contribution
.S.S.F Employer's Contribution

Cover
nce

l_'lal expenses
perations

harges (WARMA)
of Water System

Fuels & Lul
Vehicle Mai
Bulk Water

e of Building
ildings

Testing
s Management

_Billing & Other Su

: S o

fl‘otai Oée[*_ti_qns Cost

18

HE FINANCIAL STATEMENTS (continued)

| Comparative
2020 2019
Kshs Kshs
69,602,810 | 79,698,353
69,602,810 79,698,353
| :
2020/ 2019
! ;
435,080 | 1,122,520
71,000 | 244,500
47,800 | 48,900
15,000 | 35,000
2,768 | .
8,216,880 | -|
684,070 | |
9,472,598 1,450,920
2020 2019
19,500,351 19,150,001
621,559 | 784,490
1,713,408 | 1,763,436 |
33,800 | 10,400 |
1,607,245 | 1,855,100 1
23,476,363 23,563,427
| |
2020 2019
! ;
23,861,493 | 17,803,371 |
510,129 | 675,495 |
5,876,638 | 3,294,616 1'
= 1‘ = !
308,460 | 371,900 |
87,265 | 73,560
1,753,181 | 1,661,746
687,139 | 678,073
15,411,870 | 21,805,710 |
376,939 | 378,499
48,873,114 46,742,970
72,349,477 70,306,397
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NOTES TO THE FINANCIAL STATEMENTS (continued)

9

10

ADMINISTRATION COST
9a) Administrative Expenses

Rent and Rates

Electricity - office

Advertising Expenses

General Office Running Expenses
Office Repairs & Maintenance
Stationery, Printing and Photocopies
Telephone Expenses

Staff Training and Workshops

Postage

Staff Welfare

Audit expenses & Professional Fees
Staff Protective Gear & Uniforms
Travelling,Accomodation & Subsistence
Security

AGM Expenses

Depreciation

Membership to Professional Association
Increase(decrease) in provision of bad debts
Contribution to Merger Fund
Environmental Conservation
Performance Reward Systems
Corporate Social Rensponsibility

Legal fees,compensation & fines
Sports -WASCO

Insurance

:9b) Board Expenses

Capacity Building

Travel & Accommodation
Board Honororium
Medical Expenses

Board Allowances

i9c) Lease and regulatory fee

.I,ease Fee to AWSB

Regulatory Fee to WASREB

Total Administrative Cost

Finance Cost

: Bank Charges
Mpesa Charges

Total Finance Cost

TOTAL EXPENSES

ITT Costs(maintenance of computers Internet costs)

19

2020 2019
1,391,544 1,397,568
383,682 332,761
3,280 E
168,192 137,165
672,926 542,452
178,800 1,727,999
9,450 20,158
253,830 292,950
114,000 116,000
82,731 207,400
1,352,923 1,113,257
317,454 313,200
- 145,000
2,817,140 2,024,022
25,400 96,200
176,285 | 150,691
143,000 .
155,000 2
166,933 25,000
18,000 -
561,990 o
163,448 149,415
1,196,722 1,004,846
10,352,730 9,796,084
2020 2019
. 96,200
. 96,200
2020 2019
- 4,188,492
2,806,868 2,407,371
2,806,868 6,595,863

13,159,598

16,488,147

2020 2019
373,477 | 579,638
241,780

615,257 579,638
615,257 579,638

86,124,332

87,374,182
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NOTES TO THE FINANCIAL STATEMENTS (continued)

11

Motor Computers .
3010 PERTIRT—venRET - —romee—{Eumiture &1 | Computer | o g | Tatal
Equipme nt Cycles Equipment FItaEN TIITHEE Pipeline
COST OR VALUATION
At July 1, 2018 10,859,047 405,482 2,744 227 1,752,180 4,907,600 650,000 1,826,770 887.806 24,033,111
Additions 3,713,230 195,050 - 21,700 2,090,000 - - - 6,019,980
Transfers - - - - - - - - -
Disposals . - (8,450) - - - E = |- 8,450
At June 30, 2019 14,572,277 600,532 2,735,777 1,773,880 | 6,997,600 650,000 1,826,770 887,806 30,044,641
DEPRECIATION
At July 1, 2018 3,753,431 272,140 1,509,693 545,943 975,959 416,829 56,378 11,063 7,541,436
Charge for the year 889,624 64,672 357,438 117,070 467,189 62 468 43 847 21,714 2,024,022
Impairment loss = - - - - = = - =
Eliminated on disposal = - (697) - - - - - - 697
At June 30,2019 4,643,055 336,812 1,866,434 663,013 1,443,148 479,297 100,225 32,777 9,564,761
NET BOOK VALUE
At June 30,2019 9,929,222 263,720 869,343 1,110,867 5,554,452 170,703 1,726,545 855,029 20,479,880
hlokgy Camputers Furniture & Computer
2020 Plant and Vehicles & & Office " Meters ) Buildings Pipe Line | Work-in-Progress Total
Equipment Cycles Equipment Eitbngs Ao
COST OR VALUATION
At July 1, 2019 14,572,276 600,532 2,735,777 1,773,880 6,997,600 650,000 1,826,770 887.806 30,044,641
Additions 2,134,017 - 941,704 - 1,974,942 1,044,000 - - 1,382,438 7,477,101
Transfers -
Disposals ) - |- 8,450 g n = = - (8,450)
At June 30,2020 16,706,293 600,532 3,669,031 1,773,880 | 8,972,542 1,694,000 1,826,770 887,806 1,382,438 37,513,292
DEPRECIATION
At July 1, 2019 4,643,055 336,812 1,866,434 663,013 1,443,148 479,297 100,225 32,777 9,564,761
Charge for the year 1,152,586 65,928 509,276 111,088 627,610 286,112 43,164 21376 2,817,140
Impairment loss -
Eliminated on disposal - - |- 3718 - - = - = (3,718)
At June 30, 2020 5,795,641 402,740 2,371,992 774,101 | 2,070,758 765,409 143,389 54,153 - 12,378,183
NET BOOK VALUE
At June 30, 2020 10,910,652 197,792 1,297,039 999,779 | 6,901,784 928,891 1,683,381 833,653 1,382,438 25,135,109

The Company also has (3) motor vehicles and five (5) motor cycles which are the property of Athi Water Works Development Agency.
The work-in-progress relates to laid down 11.7km, DN160 HDPE pipeline line from Limuru Water’s Tigoni Treatment works to Gachorue

Tank in Karuri Zone.
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NOTES TO THE FINANCIAL STATEMENTS (continued)

12

13 INVENTORIES

14 TRADE AND OTHER RECEIVABLES

15 BANK AND CASH BALANCES
|Cash at Bank
|Post Bank 6116
Post Bank 108
'Family Bank 232 Revenue
Family Bank 5874 Operation
'Family bank 3050 (Deposit)
Family Bank 10287(Gachie WP)
Family Bank 10288 Collection
Co-op Collection A/c

M-Pesa Collection

Current taxation
| Profit/L.oss before taxation
Expenses not deductible for tax purposes
Income not taxable
Capital allowances

‘Prg:viom; Year Losses b/f

Adjusted Profit/Loss
Current taxation based on the adjusted profit for the year at 30%

iPipes & Fittings

‘Stationery

Motorbike Spares & Electricals

Shareholders

Prepayment :-Rent Deposit

-Electricity Deposit

-Bulk SMS Service Deposit
-Internet Services Deposit(Fiber)

Fast Choice

Staff Receivable(Training Advance)

|Fixed DCI;OSh

|Water sales

'less provision for bad debts

Equity Bank

Cash in Hand

Petty Cash

2020 2019
(7,048,924) (6,224,909)
3274358 | 2,315,713 |
(5,835,160) (2,318,665)
(9,609,726)] (6,227,861)|

(20,886,459) (18,597,927)
(30,496,185) (24,825,788)

2020 2019

3,474,328 | 1,447,117
76,230 108,074
77,847 184,280

3,628,405 1,739,471
2020 2019
40 | 40
160,000 | 160,000 |
30,000 | 30,000 |
10,000 | 10,000 |
20,000 20,000 |
) e
. 3,153 |
401,811
22,295,239 | 18,769,549
(1,114,762)| (938,477)
21,400,517 18,456,076
2020 2019
437,192 | 371,807 |
79,150 | 53,670 |
6,244,488 | 28,703
101,396 | (55.889)|

3,166,032 7,459,321 |

40,721 | 43,912
324,409 | 71,356

1,402,161 19,781
15,412 4515
19,775 14,361

11,830,736 8,011,536
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NOTES TO THE FINANCIAL STATEMENTS (continued)

2020 2019

Authorised

5000 ordinary shares of Ksh. 20 par value each 100,000 100,000 |

Issued and fully paid

2 grdinary shares of Kshs. 20 par value each 40 40
17 R TAiNEjD ARNINGS 2019

O niné Béla ce (34,414,471) (28,189,562)

Surplus/Deficit for the period (7,048,924) (6,224,909)

(41,463,395)

(34,414,471)

2020 2019
'Opening Balarlce 977,464 977,464
Ag at year enq
% 977,464 977,464
19 TRADE Nl+ OTHER PAYABLES 2,019
I'thde Payables 85,249,888 65,368,660
Debtors with Credit Balances - " B
85,249,888 65,368,660
2019
16,755,270 | 14,527,270
610,000 | 2,389,000
(134,500). (161,000)
17,230,770 16,755,270
21 NOTES TO THE STATEMENT OF CASH FLOWS 2020 2019
Reconciliation of ope rating profit/(loss) to cash gene rated from/(used in) operations
rating profit/(loss) (7,048,924) (6,224,909)
preciation 2,817,140 2,024,022 |
in/loss on Disposal of Meter reading F Phone - -
rating profit/(loss) before working capital chan;,cs (4,231,784) (4,200,887)
crca_-se).fjde—;;'ease in inventories (1,888,934): 302),737
crease)/deg¢rease in trade and other receivables (2,944.441) (3,237,742)
rease/(decrease) in trade and other payables 19,881,228 7,557,235
Increase in re fundable customer deposits 475,500 2,228,000
Cash g_cnel_'atﬁd from/(used in) operations 11,291,569 2,656,343
22
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FINANCIAL RISK MANAGEMENT
The Company has exposure to the following risks as a result of its financial instruments:

i.  Credit risk
ii.  Liquidity risk
iii.  Capital Management

i. Credit risk
The Company has exposure to credit risk, which is the risk that a counter party will be unable to pay
amounts in full when due. Credit risk mainly arises from water sales receivables and bank balances.

Credit risk arising from bank balances are low because the counter parties are financial institutions with
high credit ratings.

The carrying amount of financial assets recorded in the financial statements rcpruscntmg the
Company’s maximum exposure to credit risk without taking account of the value of any collateral
obtained is made up as follows

Fully

Performing  |Past Due Impaired Total
As At 30th June 2020 .
Trade & Other Receivables 21,537,815 977,464 (1,114,762) 21,400,517
Cash & Bank Balances 11,830,736 11,830,736
As At 30th June 2019
Trade & Other Receivables 18,417,089 977,464 (938,477) 18,456,076
Cash & Bank Balances 8,011,536 8,011,536

ii.  Liquidity Risk
Liquidity risk is the risk that the Company will not have sufficient financial resources to meet its
obligations when they fall due, or will have to do so at excessive cost. This risk can arise from
mismatches in the timing of cash flows from revenue and capital and operational outflows.

The objective of the Company’s liquidity management is to ensure that all foreseeable operational,
capital expansion and loan commitment expenditure can be met under both normal and stressed
conditions.

The table below summarizes the maturity profile of the Company’s financial liabilities based on the
remaining period using 30 JUNE 2020 as a base period to the contractual maturity date:
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For the

|

Less Than1 [Between 1-3 |Between 3-12
| Month Months Months Over1 year Total

As At 30th June 2020

Trade & Other Payables 6,781,427 11,311,452 8,142,461 59,014,547 85,249,888
As At 30th June 2019

Trade & Other Payables 4,500,500 5,844,414 5,536,673 49487,073 65,368,660

iii. Captal Management
The wafer business is currently in a major expansion phase driven by a rise in demand and Government

policy. [The funding of additional transmitting and other distribution capacity is to be obtained from
cash generated b){ the business and Government support. The adequacy of water tariffs allowed by
WASREB and the level of Government support are key factors in the sustainability of the Company.
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ED PARJ[Y DISCLOSURES »

) Nature Of Related Party Relationships

Companies and other parties related to the company include those parties who have ability to exercise
control lor exercise significant influence over its operating and financial decisions. Related parties
include management personnel, their associates and close family members.

Karuri Water & Sanitation Co. Ltd is related to:

(i) ﬁ'hc County Government of Kiambu (CGK)

(i1) ater Service Trust Fund (WSTF)

(1i1) tzater Services Regulatory Board (WASREB)

(iv) ater Resources Management Authority (WARMA)

(v) Athi Water Services Board (AWSB)

(vi)  Key Management

(vii)  Board of Directors

(viii) Nairobi Water Company Ltd

(ix)  Limuru Water & Sewerage Company

24
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b) Related Party Transactions

Grants received from related parties

¢) Key Manage ment Remune rations

Directors

Key management compensation

d) Due to Related Parties

Due to WASREB

Due to Athi Water Services Board

Due to Nairobi Water

Due to Limuru Water
Due to WARMA

CONTIGENT LIABILITIES & ASSETS
There were no contingent liabilities & assets in the financial year ended JUNE 2020.

INCOPORATION

2020
KES

4,108,368
4,108,368

8.034.756

27,092,744
29,642,290
2,065,300
318,660
67,153,750

2019
KES

96,200
4,108,368
4,204,568

5,227,888
27,092,744
25,587,860

1,235,000

768,295
59,912,487

KAWSCO is incorporated in Kenya under the Kenyan Companies Act and is domiciled in Kenya.
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Appe

The following is
that were provid
shown/below wi

ix 1: PROGRESS ON FOLLOW UP OF AUDITORS RECOMMENDATIONS

he summary of issues raised by the external auditor, and management comments
to the auditor. We have nominated focal persons to resolve the various issues as
the associated time frame within which we expect the issues to be resolved.

e'f_erei ¢ el
eNo.od |

Focal Boinf- % )
personto |

-
-
i

Timeframe:

L ,.'3_ “chl

the - % b tions fr ey il R A resolve the e
Fixte-m 1 | :-A.wl!ls .ront Management cominents e (Nae *3
ﬁ:::rt Bl and | Resolved) | issueto be
; designation) | resolved)
4.1 | The company is wholly
! owned by the County »
‘ Government of Kiambu
by virtue of being the only
| shareholder. The County
| Government has the
Non-fxistence of intention of.n'le':rging all - John Kar.iokim Kt -
. the water utilities under its Managing Continuous
Board of Directors . . .. . . ; . Resolved
|‘ jurisdiction into one entity Director
! with a centralized Board
of Directors and the
Companies to transit to
| being regional offices.
The merger process is yet
to be finalized.
4.2 The management
continues to put measures
to ensure that the
Failure to Disclose | expenditure remains  as | -
Material reasonable as possible Njoroge-
Uncertainty in- without compromising on Technical On going | Continuous
relation to Going service delivery, however, Manager

Congern

there are a lot of
expenditure items that
increased due to

inflationary factors which
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ﬁlefercnc
¢ No. on
the
External
Audit
Report

Issue /
Obseg'vations from
Auditor

Management comments

Focal Point
person to

: resoiiré the

issue (Name
and

designation) _

Statys:

(Re‘spjhged
/ Not
Resolved)

o B
N

]

Timeframe: |

(Put a date

~ when you
expect the
issue to be
 resolved)

are outside the control the
management.

Aty S

43

Non-Revenue
Water

In order to progressively
bring down the NRW, the
company has put in place
the following measures;

a) Constituted a
dedicated NRW
unit comprising of
4 officers.

b) The
disconnecting
accounts from the
mains which are

than three
months inactive.

¢) The company is
progressively
relocating all
consumer meters to
not more than one
meter the
owner’s premises.

d) Progressive

Company is

more

into

servicing and
replacement of

¢) Rehabilitated
2.5km of pipes
destroyed  during

road constructions

James
Njoroge-
Technical
Manager

On going

Continuous
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within our area of
jurisdiction.  We
have engaged the
‘ County

‘ Government SO
that they inform us
of planned road

construction so that #
we plan to
minimize the

damages and by

extension the water
‘ wastage.

f) Due to limitation

of resources, we

have requested
AWWD for
assistance in
procurement of
consumer and

' zonal meters. The
‘ zonal meters will

be used in setting
up of DMA’s to
monitor NRW,
while the consumer
1 meters will assist
in replacing the
identified  faulty
meters.
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Referenc
¢ No. on
the
External
Audit
Report

e

Issue/
Observations from
Auditor

Management comments

Focal Point |
| Status:

person to

resolve the
issue (Name

and

R xle:

|

: .'(Res,cilyed
i/ Not L

| Resolved)
desig;m;ion).-,u A

e T

Ak
'—1.

| resolved

Timeframe:

(Put a date
when you
expect the
issue to be

4.4

Under
Absorption
Capital
Expenditure
Budget

of

Our capital budget was
prepared on the basis of
expectations of funding
from external sources
some of which are related
parties like the County
Government of Kiambu as
well as Athi Water Works
Development Agency.
Proposals were submitted
to the said organizations
for funding of capital
projects; some of these
have been considered and
others are reportedly at
various stages of
processing

Cyrus Maina-
Snr.
Accountant

&

On-going

——

Continuous

4.5

Property, Plant and
Equipment

While the new Water Act
2016, envisages that assets
previously owned by the
water boards will revert to
the respective counties and
water companies, the
process to effect this has
not been initiated by
neither the County
Government of Kiambu
nor Athi Water Works
Development Agency.

As a company we shall
raise this issue in the

John Karioki-
Managing
Director

Not
Res

olved

Continuous
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Referen 5
¢ No. on :

different forums we are in
with aforementioned
organizations

4.6

N
R

L

ittance  of

Regulatory,

se Fees

The company was unable
to remit these fees due to
financial challenges, this
has been explained to the
Athi Water Services Board
and to Water Services
Regulatory Board. These
two institutions are related
parties and are aware of the
challenges the company is
facing, the former is
responsible  for  asset
development on behalf of
the company and the latter
is responsible for
approving a cost effective
tariff that would ensure the
company financial
position improves.

Cyrus Maina-
Snr.
Accountant

On-going

Continuous

Manalng Director

-----
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APPENDIX II: PROJECTS IMPLEMENTED BY THE ENTITY

Projects

Status of Projects completion

There were no completed projects in the financial year under review
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APPE*DIX II: INTER-ENTITY TRANSFERS

There Were no intér-entity transfers in the year ended 30™ June 20
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APPENDIX IV: RECORDING OF TRANSFERS FROM OTHER GOVERNMENT
ENTITIES

There were no transfers from other government entities in the year under review
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