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KEY ENTITY INFORMATION
BACKGROUND INFORMATION

Ihe Company was incorporated under the Companies Act (Cap.486) on 13" April 2006 and that the
Company is limited by Guarantee (Certiticate of Incorporation for the Company No.C.124262). The
Company’s mandate is to provide Water and Sunitation Services in Tetu and purts of Nyeri Central
sub-counties in Nyeri County in accordance with section 113 of the Water Act 2002 by Tana Water
Services Bourd. The water act has been reviewed and water act 2016 is currently in force to

accommodate the 2010 constitution.

PRINCIPAL ACTIVITY

The principal activity of the Company is to provide water and sanitation services 1o residents ot Tetu

and parts of Nveri Central sub-counties in Nyeri County

BOARD OF DIRECTORS

NANMI STATUS DATE OF APPOINTMENT

I, Duavid King ori Njogu - Chairman . LO™ January 2013

2. Felix Mugo Matu - Director - LO™ Junuary 2013

3. Ladiah N Kagema - Dircctor - LO™ January 2013

4. Pastor Peter Ndiritu - Director - 217 June 2018

5. Joel Kuriuki - Director - 20 June 2018

0. Stunley Mutuota - Director - 25" July 20138

7. Ruth Mwanyi - Director - 17" July 2018

8. Symon W Wanjau - General Manager

CORPORATE SECRETARY

FOS Richard K, Gikuhi,
1P.O. Box 1271-101040,
Nyeri-Kenya

REGISTERED OFFICE

Kamakwa Nyeri Central Sub-County Water Oltice
.0, Box108Y- 10100
N\ul]
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TETU ABERDARE WATER AND SANITATION COMPANY LIMITED

CORPORATE CONTACTS

Telephone o 254-0612034164)

F-mail: teawasco @ gmail.com
Sinfolatcawasco.co. ke

Website: teawasco.co.ke

CORPORATE BANKERS

Kenva Commercial Bank Limited Nveri Branch
. O. BOX 215 -10100 Nyeri.

INDEPENDENT AUDITORS

Auditor General

Kenyva National Audit Office
Anniversary Towers, niversity Way
.0, Box 30084

GOPoolon

Nairohi. Kenva

PRINCIPAL LEGAL ADVISERS

Lucy Mwai & Company Advocate
.0 Box 12233-10109
0725363178
F-mail:lucymwai201 2 email.com



TETU ABERDARE WATER & SANITATION COMPANY LIMITED ANNUAL REPORT AND
. FINANCIAL STATEMENTS FOR THE YEAR ENDED 30™ JUNE 2019

THE BOARD OF DIRECTORS

Mr. David King’ori Njogu — Board Chairman

A-Level, Bachelor of Science Degree in Wildlife Management

He represents Commercial Consumers in TEAWASCO Board. He was the
Head of Science Department in Nyeri Baptist High School, Civic Education
Facilitator Tetu, Assistant Manager Tetu Constituency Office, Founder
Member of Chania River Resources Users Association, Director Tetu Aberdare
|Water & Sanitation Company in 2006 to 2011 and Secretary-New United Tetu |
Dairy Group. He has attended Seminars & Workshops in Management Skills
and Development, Performance approval and Development Leadership
Motivation & Communication Seminar & Corporate Governance Training in
Embu.

Mr. Felix Mugo Matu
Trained Motor Vehicle Inspector. Worked as a Motor Vehicle Inspector in
Nyeri and Muranga, Instructor at the Mechanics Training School and In-charge
Provincial Workshops at Provincial Works Office. He has been the chairman
‘Wandumbi special school and the B.O.G chair Wandumbi Secondary School.
He is the chairperson of Finance, Administration & Technical Sub Committee
of the Board. He represents Farmers Organizations.

[Mrs Ruth Mwangi
Master in Project Management and BSC in General Agriculture
IChief Officer Agriculture Nyeri County Government, pursuing PhD.

|Pastor Peter Ndiritu Macharia

|O-Level

IDiploma in Theology (Kenya Baptist Theology College), KATC/CPA 1, O
llevel Education. Have attended several leadership and management seminars.
!rOrdained ministers serving with Baptist churches. Currently Pastor in charge of

Kiandu Baptist church and Gacatha Baptist church. Founder and manager of
|Kiandu Baptist Academy and also Instructor Kieni West Baptist Bible School-
Bellevue. Director representing religious organization
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‘

Mr Stanley Mutuota

IBSC in Agriculture

Ag. Chief Officer Water, Environment and Natural Resources in the Nyer
County Government.

Mr. Joel Wang’ombe Kariuki

|Diploma in Special Education, Certificate in Primary Education, Certificate in
ICT Enterpreurship and Computer packages. Involved in Community work, one
of committee members involved in establishing Gakere Boys High School
(Kigogo-ini) in Tetu Constituency. O level Education

Mrs. Lydia Nyokabi Kagema

Retired Head teacher she is the Chairperson of the Audit Sub -Committee of the
Board and the Chairperson of New United Tetu Dairy. She has been a B.O.G
member F.T Nyamu Secondary, chairperson location Development Committee
Gaaki and Sub-locational Development Committee Gathaithi. She is
representing Farmers organization. She represents Farmers in TEAWASCQ:
|Board. '

Mr. Symon W. Wanjau- General Manager

K.C.S.E, Master of Business Administration, Bachelor’s degree in Business
Administration Finance/Accounting, CPA (K), CPS Finalist, CIFA Finalist,
Registered with ICPAK,
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MANAGEMENT TEAM

DUALIFICATIONS AND MAIN AREA OF RESPONSIBILITY

1.Symon W. Wanjau- General Manager

K.C.S.E, Master of Business Administration, Bachelor’s degree in
Business Administration Finance/Accounting, CPA (K), CPS
Finalist, CIFA Finalist, Registered with ICPAK,

He is responsible for Planning Directing Coordinating and
Controlling the Operation of the Company.

Effective management of the company so as to ensure
achievement of its set goals and objectives

2. Grace N. Gathigia- Commercial Manager

K.C.S.E, Master of Business Administration, Bachelor’s degree in
Business Administration Finance/Accounting, CPA (K),
Registered with ICPAK.More than 15 years” Working Experience
She Ensures that all the financial resources of the company are
well managed, prudently invested, fully accounted for and
reported efficiently. Continuous improvement of Administration
and Accounting systems in the company

3.Joshua N Mumo-Technical Manager

K.C.S.E, Diploma in water Engineering from Kenya Water
Institute (KEWI) Over three years in water services provision
sector. Responsible for production of quality water to customers,
operate and maintain existing water infrastructure, ensure efficient
and effective provision of water and sanitation services to meet
consumer needs.

4. Mary W Kibandi- Human Resource/Administration Officer
K.C.S.E. Bachelor’s degree in business administration Human
resource option, Diploma in business management Human
resource option registered with THRM. Have over five years’
experience in Human Resource field. Pursuing (CHRP) Certified
Human Resource Personnel. Responsible for the management of
Human Resource function and administration of the company:
including formulation, periodic review and implementation of
Human Resource policies, coordination of recruitment process;
compensation and benefit, staff training and development and
employee industrial relations.
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CHAIRMAN'S REPORT

The year 2018/2019 was a year with a difference, a year in which we were confronted by many
challenges, but emerged more resilient and successful.

The macroeconomic landscape in the year was challenging characterized by depressed economies,
disposable incomes in the whole world continued to decline resulting to reduced consumers spending.
This greatly constrained our volumes and hindered growth in turnover during the year under review.
However, despite the very difficult economic conditions, we are proud of the results we achieved.
The Company water billing increased from ksh 56,606,300 to Kshs 62,010,225 for the financial year
2017/2018 and 2018/2019 respectively.

The company too undertook sponsorship of public health projects with Nyeri Hospice. This is
targeted to terminally ill Cancer Patients and focuses on quality of life thereby turning the end of life
into an important time of living.

Our effort to grow and improve as a company would not have been possible without the leadership of
our talented Board of Directors, our employees, our customers, NG-CDF Tetu, Tana Water Works
Development Agency, Tetu Sub-County Water Officer, Nyeri County Government and other
potential development partners also deserve commendation for their hard work and loyalty.

The results presented today would not have been achieved without the support of the Directors and
for this I wish to thank my colleagues in the Board.

On behalf of the Board, I wish to record our gratitude to our consumers for their continued loyalty
and support and to all our employees in the company for their dedication and exemplary service
without which the results would not have been achieved.

/
fory

DAVID K. NJOGU
CHAIRMAN -TEAWASCO.
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GENERAL MANAGER'S REPORT

WATERSECTOR REFORMS
One of the main principles of the Water Act 2002 was that waler services were 1o be managed at the

lowest level possible. In line with this principle the Ministry of” Water and Irrigation transterred the
provision ol water services o Water Services Board with effect from July 2003, The Water Act 2002
stipulates that the Service Boards shall contract agents, Known as water service providers, for
provision ol water services. Now under the Water Act 2016 the water service providers are wholly
owned by the County Government.

HISTORY AND LEGAL ESTABLISHMIENT

FEAWASCO us a Company has been given the responsibility 1o take charge ot the Management off
all the assets that were previously under the Management ot both Ministry of Water and Irrigation as
etu Thegenee and Titie Water Schemes and National Water Conservation and Pipeline Corporation
as Aeuthi Water Scheme. Over the years all the existing water systems handed over to the Company
have passed their ultimate design period. and in the process they have been dilupidated und outlived

their cconomie lite. Henee. they need o be rehabilitated and augmented.

FHowever. inorder to be able w achieve sustainability there is need to develop and implement the
infrastructure involving various components. However. these undertakings requires huge amount ol
money which is beyond the capability of the Company o generate internally. theretore demanding

externul funding.,

In addition. itis important to note that according to the new dispensation the water and sanitation
services are devolved tunctions under the County Government, and this being the case the Water Act
2016 was enacted in order o accommodate these constitutional changes among other regulations

awaiting enactment by Parliament.

I view ol the above. the company is working closely with Tana Water Works Development Agency,
National Government Constituencies Development Fund (NG-CDE) Tetu — Committee. Sub County
Water Oflice and Nyeri County Government in fullilling our core mandate.

INFRASTRUCTURE DEVELOPMENT

IFor the purpose of improving our service delivery especially for Titie Water Scheme, the company is

working closely with Nyeri County Government in soliciting tor funds tor construction of Titie
[reatment Works of which the process is underway atter construction augimentation of the raw water
main under WSTE tunding. Mcanwhile. the company has acquired two acres ol land within the
Aberdare forest reserve tor the construction purpose und the Treaument Works is on-going. However.
the treatment facility will ensure provision of quality water that mecets water quality sector stundard.

FUTURE DEVELOPMENT PLANS

I'he Company has carmarked to undertake the tollowing activities in our future development

programimes.
v Development of Bulk Water Supply by constructing reservoirs on Gura, Chania and Kagumo
rivers including rehabilitation and augmentation of existing waler systems,

Vo Improvement and development of sanitation services in our rural houscholds and market centres.

v Water Catchment conservation and protection programmes.

Y
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PROJECT PROPOSAL

For the purpose of improving service delivery and at the same time. achicve sustainability there is an

urgent need 1o augment the existing svstems through development of the infrastructure by
implementing the activitics outlined in the company’s project proposal documents,

STAFF

The company has 74 employees. The company aims to develop policies to enable it recruit its own
staff guided by the company’s human resource management policy. The ultimate goal is to make the
company an enterprising Tetu Aberdare Water and Sanitation Co Limited. In this regard the company

has in place human resource policy that includes health and safety, work injury benefits THIV/Aids

awarcness to cnable staflt deliver services.

CONCLUSION
With the implementation of Vision 2030 strategy and The Constitution of Kenva 2010, there is great

demand for clean, safe and adequate water supply in all sectors contributing to cconomic
development. This is a great opportunity for the company to exploit enabling it achieve its objectives
and the ever growing water service demand.

GRATITUDE,

I would like to take this opportunity to thank Tana Water Works Development Agency. County
Government of Nveri, Water Office Tetu Sub-County. National Government  Constituencics
Development Fund (NG-CDF) Tetu, WSTE and TEAWASCO Board of Directors for their support
during the vear, also our cstcemed customers and our supplicrs who were all instrumental to our
success this vear, T am also grateful to our staff for their commitment and effort in striving to ensure
the company meets its noble objectives and also in fulfilling our core mandate,

Fe=—ag

S WO WANIJAU
GENERAL MANAGIER
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CORPORATE GOVERNANCLE STATEMENT

FEAWASCO is committed to operating under a clear governance framework and strongly adheres o

sound management and control practices.
TEAWASCO is committed 1o ensuring compliance with the provisions ot Water Act 2016 and
Service provision agreement granted by Tana Waterworks Development Agency among other

regulatory and supervisory Corporiate governuance requirements.

[n ensuring that corporate governance is enhanced and that the power of TEAWASCO is exercised in

the stewardship ot the company wtal porttolio ol assets and resources with the objective ol

maintaining stakeholder’s value, the Board of Directors have constituted the Tollowing commilttees:

l. FINANCLE, ADMINISTRATION AND TECHNICAL COMMITTEE
Fhe Finance. Administration and Technical Committee are the overseer ol the financial reporting
process and sourcing of funds for Company’s capital works.,

TEAWASCO makes cognizance of the fact that human resources is one single asset in achieving the
goals ot the Company. IUs the duty of the Finance. Administration and Technical Committee to
ensure that TEAWASCO has the right statt, at the right place and doing the right thing. More so, the
Committee will ensure that stall welfare is guaranteed.

[he Committee is the vverseer ol the technical reporting  process.

[t shall ensure that there is adequate asset development, maintenance and infrastructure improvement
to ensure sustamability of all water infrastructures,

2. AUDIT COMMITTEE
In order o promote good corporate governance. TEAWASCO has constituted an Audit Committee
with the [ollowing functions:

= Sufeguarding ol the assets.

o Scope and eftectiveness of the internal controls.

*  Auditof the annual financial statements.

«  Compliance with all applicable regulatory requirements and accounting standards.

3y order ol the Board
FFor and on 1ts behalt

%‘ ......................... l);uc% | @’D’QQD

General Manager
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TETU ABERDARLE WATER & SANITATION COMPANY LIMITED ANNUAL REPORT AND
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REPORT OF THE DIRECTORS

I'he Directors submit their report together with the un-audited tinancial statements for the yvear ended
June 30, 2019 which show the state of the company s aflairs.

Principal activity

Lo provide water and sanitation services to residents of Tetu and parts of Nyeri Central sub-counties
in Nveri County.

Results

The results of the Tetu Aberdare Water and Sanitation Co Limited tor the vear ended June 30, 2019

are setout on pages 16-19
Dividends

Ihe company is limited by guarantee and does not pay dividends. Any surplus realised is ploughed
buck to Nnance capital expenditure.

Directors

The members of the Board ol Directors who served during the year are shown on page four. In
accordance with Regulation of the company’s Articles of Association, XXX und XXX retire by
rotation and being eligible ofter themselves for re-election.

Auditors

The Auditor General is responsible for the statutory audit of the company’s in accordance with the

Public Finance Management (PFM) Act, 2012, which empowers the Auditor General to nominate
other auditors to carry out the audit on his behalf.

B3y Order ot the Board

Compuany Secretary
Nyer
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REPUBLIC OF KENYA

%ephone: +254-(20) 3214000 HEADQUARTERS
E-mail: info@oagkenya.go.ke Anniversary Towers
Website: www.oagkenya.go.ke Monrovia Street

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

Enhancing Accountability NAIROBI

REPORT OF THE AUDITOR-GENERAL ON TETU ABERDARE WATER AND
SANITATION COMPANY LIMITED FOR THE YEAR ENDED 30 JUNE, 2019

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

| have audited the accompanying financial statements of Tetu Aberdare Water and
Sanitation Company Limited set out on pages 16 to 44, which comprise the statement of
financial position as at 30 June, 2019, 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. | have obtained all the information and explanations which,
to the best of my knowledge and belief, were necessary for the purpose of the audit.

In 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 Tetu Aberdare Water and Sanitation Company Limited
as at 30 June, 2019, and of its financial performance and its cash flows for the year then
ended, in accordance with International Financial Reporting Standards, and comply with
the Water Act, 2002, the Kenyan Companies Act, 2015 and the Public Finance
Management Act, 2012.

Basis for Qualified Opinion
Inaccuracies of the financial statements

Variances were noted between the comparative amounts reported in the financial
statements and the re-casted amounts as shown below.

Comparative Balance in Re-Casted
the Financial Statements Amount Variance
Item Description Kshs. Kshs. Kshs.
Total Revenues 53,306,719 53,589,275 282,556
Profit before Tax 2,538,017 (6,461,983) 9,000,000

Under the circumstances, the accuracy of the financial statements presented for audit
could not be confirmed.

Report of the Auditor-General on Tetu Aberdare Water and Sanitation Company Limited for the year ended
30 June, 2019



The audit was conducted in accordance with International Standards of Supreme Audit
Institutions (ISSAls). | am independent of the Tetu Aberdare 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.

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
1.0 Unaccounted for Water

During the year ended 30 June, 2019, the Company produced a total of 1,526,810 cubic
meters (m?) of water. However, out of this volume 1,009,226 cubic meters (m?) of water
was sold (billed) to customers. The difference between the total volume of water produced
and the total volume of water billed amounting to 517,584 cubic meters (m?3) represents
unaccounted for water being 34% which is 9% over and above the allowable loss of 25%
set by Water Services Regulatory Board (WASREB) guidelines. The unaccounted-for
water may have resulted in loss of sales estimated at Kshs.31,785,425. This may be an
indication of lack of efficiency and effectiveness in the management of resources.

2.0 Non-Compliance with Ethnic Composition

During the year under review, the Company had a total of seventy-nine (79) employees
out of which seventy-seven (77) or 97% were from one dominant ethnic community. This
is contrary to the requirements of Section 7(2) of the National Cohesion and Integration
Act, 2008 which prohibits a public establishment from having more than one third of its
staff from the same ethnic community.

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
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about whether the activities, financial transactions and information reflected in the
financial statements are in compliance, in all material respects, with the authorities that
govern them. | believe that the audit evidence | have obtained is sufficient and appropriate
to provide a basis for my conclusion.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

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

Basis for Conclusion

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

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

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

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

(i) The Company's financial statements are in agreement with books of account; and

Responsibilities of Management and those Charged with Governance

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with International Financial Reporting Standards (IFRS) and
for such 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 governance.

In preparing the financial statements, Management is responsible for assessing the
Company'’s ability to continue to sustain services, disclosing, as applicable, matters
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related to sustainability of services and using the applicable basis of accounting unless
Management is aware of 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
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.

Those charged with governance are responsible for overseeing the Company'’s financial
reporting process, reviewing the effectiveness of how the entity monitors compliance with
relevant legislative and regulatory requirements, ensuring that effective processes and
systems are in place to address key roles and responsibilities in relation to governance
and risk management, and ensuring the adequacy and effectiveness of the control
environment.

Auditor-General's Responsibilities for the Audit

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 Section 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 not a guarantee that an audit conducted in accordance with ISSAls 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 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 ISSAIls. A material weakness is a condition in
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which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements caused by error or fraud in
amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions.

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

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

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

e 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 or to sustain its services. 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 or to
sustain its services.

¢ 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.

e 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.
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| 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.

-~
NaEc% Gathungﬁ

AUDITOR-GENERAL

Nairobi

06 September, 2021
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TETU ABERDARE WATER & SANITATION COMPANY LIMITED ANNUAL REPORT AND
- 'FINANCIAL STATEMENTS FOR THE YEAR ENDED 30™ JUNE 2019

STATEMENT OF PROFIT AND LOSS AND OTHER COMPREHENSIVE

INCOME FOR THE YEAR ENDED 30 JUNE 2019

SALES
Cost of sales
Gross profit

Other Income
TOTAL REVENUES

OPERATING EXPENSES
Personnel

Administration Costs

Selling and Distribution Costs
Finance Chargcsi

Total Operating Expenses

PROFIT BEFORE TAX

INCOMIE TAX EXPENSE

PROFIT AFTER TAXATION

16

NOTES

ro

L]

o

6

16

201872019
Ksh
62,010,225

(13,564,974)

48,445,251

9,756,103

58,201,354

31.948.013
10.368.260
13,685.2006

41.145
56,042,624

2,158,730

35; L1

2,105,617

2017/2018
Ksh
56,606,300
(8.717.444)
47,888.856

5,700,419

53,306,719

14161
59,768,702

2,538,017

66,853

2,471,164
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TETU ABERDARE WATER & SANITATION COMPANY LIMITED ANNUAL REPORT AND
FINANCIAL STATEMENTS IFOR THE YEAR ENDED 30™ JUNE 2019

STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDED 30 JUNE 2019

DETAITLS

At the start of the vear
Kinctics

Danco

Manchester

Profit for the vear
Amortization

At the end of the vear

201872019

RETAINED
EARNINGS

20,039, 16/

2.105.617
1.039.113

29,183,597

201772018

RETAINED
EARNINGS

22,355,472

55.500

20.150

0

2.471.164

1.136.881

26,039,167



TETU ABERDARE WATER & SANITATION COMPANY LIMITED ANNUAL REPORT AND

FINANCIAL STATEMENTS FOR THE YEAR ENDED 30™ JUNE 2019

STATEMENT OF CASH FLLOWS FOR THE YEAR ENDED 30 JUNE 2019

NOTES
CASH FLOW FROM OPERATING ACTIVITIES
Net Profit for the year
Adjustment for depreciation
Provisions(AGM.AUDIT FEE & TAX) 11
KRA Refund 3
Tax Expense
Investment Interest Farned 3
Increase in provision for tax
Operating surplus before
Working capital adjustments
Decrease in Inventory 12
Increase in Receivables 8
Decrease in Payables Ila
Deposits I1b
Grant (Stock consumables) 13b
Net cash generated from operating activities

CASH FLOW FROM INVESTING
ACTIVITIES

Interest earned

Purchase of assets 14a
CASH FLOW FROM FINANCING

ACTIVITIES

Net increase in cash and cash cquivalents

Cash and cash equivalents at the beginning of

the year

Cash and cash equivalents at the end of the

year 9

2018/2019

2.105.617
2,795,933
1,750.000
-299,020
53,113
-429,959
114,536
6,090,220

1,494,428
-2,553,379
-501,203
851,300
-418.852
-1,127,706
4,962,514

429,959
-520.840

4,871,633

18.037,385

22,909,018

2017/2018

2,471,164
3,154,331
1.798.000
-1,114,001
66.853
-380.311
45,033
6,041,061

-1,871,741
[.498.549
-2,194.915
869.000
-687.387
-2,386,494
3,654,575

380,311
-1.575.,300

2,459,586

15,577,199

18,037,385



TETU ABERDARE WATER & SANITATION COMPANY LIMITED ANNUAL REPORT AND
FINANCIAL STATEMENTS FOR THE YEAR ENDED 30™ JUNE 2019

STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS FOR THE
PERIOD ENDED 30 JUNE 2019

| Revenue

Kshs

kshs

e oF .
| Sale of services

Kshs

Kshs

62,330,907 0| 62.330.907 | 62,010,225 320.682
Franslers from the County 1.286.640 0 1.286.640 1.286.640 0
_Government =
Donations in kind 7.000.000 7.000.,000 6.722,184 277.816
Finance Income 600.000 0 600,000 420959 | 170,041
“Other income 3.500.000 0| 3.500000 | 1.317.320 2.182.680
Total income 74,717,547 0| 74,717,547 | 71,766,328 2,951,219
Vlir\pcnscs o
Compensation of cmpiu_\ ces 32,909,034 C0 [ 32.909.034 | 30.661.373 2,247,661
Use of goods and serviees 32.080.000 0 ] 32.080.000 | 29.215.768 2,864,232
| Finance cost O A0.000 0 40.000 41.145 (1.145)
| Rentpaid 0 0 o 0 5
Laxation paid 100,000 0 100.000 214.536 (114.536)
" Other payments 1.300.000 0] 1300000 | 1.465.952 (165,952)
Grants and subsidics paid 7.586.640 0 7.586.640 N.IIHK.-X?_I (422.184)
" Total expenditure 74,015,674 0] 74015674 | 69,607,598 4,408,076
[ Surplus 701,873 0| 701873 | 2,158,730 (1,456,857

| Surplus for the period

PFM Act section 81(2) ii and iv requires a National Government entity to present appropriation
accounts showing the status of cach vote compared with the appropriation for the vote and a
statement explaining any variations between actual expenditure and the sums voted. 1FRS does
not require entities complying with IFRS standards to prepare budgetary information because
most of the entities that apply 1FRS are private entities that do not make their budgets publicly
available. However, for public sector entities, the PSASB has considered the requirements of the
PI'M 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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TETU ABERDARE WATER & SANITATION COMPANY LIMITED ANNUAL REPORT AND
FINANCIAL STATEMENTS FOR THE YEAR ENDED 30" JUNE 2019
NOTES TO THE FINANCIAL STATEMENTS

I. GENERAL INFORMATION

l'etu Aberdare water & sanitation company Limited is established by and derives its authority and
accountability from Water Act 2016. Tetu Aberdare water & sunitation company  Limited s
wholly owned by the County Government of Nyeri and is domiciled in Kenya. The Company’s
principal activity is to provide water and sanitation services 1o residence of Tetu and parts of

Nyeri Central Sub counties in Nyeri County.

[ S

STATEMENT OF COMPLIANCE AND BASIS OF PREPARATION

I'he tinancial statements have been prepared on a historical cost basis except for the measurement
at re-valued amounts of certain items of property. plant and equipment. impaired assets at their
estimated recoverable amounts and liabilities at their present value. The preparation of financial
statements in conformity with International Financial Reporting Standards (IFRS) allows the use
of estimates and assumptions. 1t also requires management to exercise judgement in the process of

applving Tetn Aberdare Water & Sanitation Company Limited accounting policics.

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

. . - ; 3 i " 2 -
functional and reporting currency of Tetu Aberdare Water and Sanitation Company Limited,

The financial statements have been prepared in accordance with the PEM Act, Company’s Act
and International Financial Reporting Standards (1FRS). The accounting policies adopted have

been consistently applied to all the years presented.
3. APPLICATION OF NEW AND REVISED INTERNATIONAL FINANCIAL
REPORTING STANDARDS (IFRS)

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

cnded 30 June 2019

1FRS 16: Leases

The new standard. effective for annual periods beginning on or after Ist January 2019,
introduces a new lessee accounting model, which requires a lessee 1o recognise assets and
liabilities tor all Teases with a term of more than 12 months. unless the underlying asset is of
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

pavments. The Standard does not atfect the Company Currently.



TETU ABERDARE WATER & SANITATION COMPANY LIMITED ANNUAL REPORT AND
FINANCIAL STATEMENTS FOR THE YEAR ENDED 30M JUNE 2019

NOTES TO THE FINANCIAL STATEMENTS (Continued)

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

Relevant new standards and amendments to published standards effective for the vear
cnded 30 June 2019(Continucd)

Application of [FRS 16 requires right-of-use assets and lease liabilities to be recognised in
respect. of most operating leases where the Company is the lessce. The Standard does not
affect the Company Currently.

TFRIC 23: Uncertainty Over income tax treatinents

The interpretation addresses the determination of taxable profit (tax loss). tax bases, unused
tax losses, unused tax credits and tax rates. when there is uncertainty over income tax
treatments under TAS 12, 1t specifically considers:

«  'Whether tax treatments should be considered collectively

« Assumptions for taxation authoritics' examinations

e The determination of taxable profit (tax loss), tax bases. unused tax losses, unused tax
credits and tax rates

e The effect of changes in facts and circumstances

The Company has adopted the Standard in the Financial Statements for the vear ended

30" June 2019,

|

Amendments to TFRS 3 - Annual Tmprovements to TFRSs 20015-2017 Cyele | issued in

December 2017,

The amendments, applicable to annual periods beginning on or after Ist January 2019, provide
additional guidance on applying the acquisition method to particular types of business
combination. The Standard doces not affect the Company Currently.,
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IETU ABERDARE WATER & SANITATION COMPANY LIMITED ANNUAL REPORT AND
FINANCIAL STATEMENTS FOR THE YEAR ENDED 30" JUNE 2019

NOTES TO THE FINANCIAL STATEMENTS (Continued)

3

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

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

caded 30 June 2019(Continued)

Amendments to IAS 12 - Annual Improvements to 1FRSs 2015-2017 Cycle , issued in

December 20017

I'he amendments, applicable to annual periods beginning on or after st January 2019, clarity
that all income tax consequences ol dividends should be recognised when a liability 1o 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. The Standard is not affecting the

Company Currently.

Amendments to IAS 23 - Annual Improvements to [FRSs 2015-2017 Cycle , issued in

December 2017

I'he amendments. applicable to annual periods beginning on or atter Ist January 2019, clarity
that the costs of borrowings made specitically tor the purpose of obtaining a qualifying asset
that is substantially completed can be included in the determination ol the weighted average

ol borrowing costs for other qualifying assets.

Amendments to 1AS 19 titled Plan Amendment, Curtailment or Settlement (issued in

February 2018)

The amendments. applicable o plan amendments, curtailments or settlements occurring on or
alter the beginning of the first annual reporting period that begins on or after st Junuary
2019, requires an entity 1o 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. The Standard does not affect the Company
Currently.

2
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TETU ABERDARE WATER & SANITATION COMPANY LIMITED ANNUAL REPORT AND
FINANCIAL STATEMENTS FOR THE YEAR ENDED 30" JUNE 2019

NOTES TO THE FINANCIAL STATEMENTS (Continued)

3

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

New and amended standards and interpretations in issue but not vet effective in the vear
ended 30 .June 2019

TFRS 17 Insurance Contracts (Issued 18 May 2017)

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

January 2021,

Amendments to References to the Conceptual Framewaork in RS Standards (Issued 29 March
2008- Applicable for annual periods heginning I January 2021))

Together with the revised Concepiual Framewaork published in March 2018, the TASB also
issued Amendments to References to the Conceptual Framework in 1FRS Standards. The
document contains amendments to 1FRS 2, IFRS 3. IFRS 6, IFRS 14. TAS 1. IAS 8. IAS 34,
IAS 37, TAS 38 TFRIC 120 TFRIC 19, IFRIC 20, IFRIC 22, and SIC-32. Not all amendments,
however update those pronouncements with regard to references to and quotes from the
framework so that they refer o the revised Conceprual Framework. Some pronouncements
are only updated to indicate which version of the framework they are referencing to (the IASC
framework adopted by the TASB in 2001, the TASB framework of 2010, or the new revised
framework of 2018) or to indicate that definitions in the standard have not been updated with
the new definitions developed in the revised Conceprual Framework,



TETU ABERDARE WATER & SANITATION COMPANY LIMITED ANNUAL REPORT AND
FINANCIAL STATEMENTS FOR THE YEAR ENDED 30" JUNE 2019

NOTES TO THE FINANCIAL STATEMENTS (Continuced)

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

i) Early adoption of standards
[he entity did not early — adopt any new or amended standards in year 2018. |

iii) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principle accounting policies adopted in the preparation of these financial statements are set
out below:
. Revenue recognition
Revenue is recognized when earned to Tetu Aberdare Water and Sanitation Co Limited and the
revenue can be reliably measured. Revenue is recognized at the fair value of consideration
received or expected to be received in the ordinary course of Tetn Aberdare Water and
Sanitation Co Limited’s activities, net of valuc-added tax (VAT). where applicable and when
specific ceriteria have been met for cach of the Tetu Aberdare Water and Sanitation Co Limited
activities as described below.
) Revenue from the provision of Water is recognized in the year in which Tetu Aberdare
Water and Sanitation Co Limited Provides water and the customer has accepted the
commodity and collectability of the related receivables is reasonably assured.

i) Grants from National Government and County Government are recognized in the
year in which Tetr Aberdare Water and Sanitation Co Limited actually receives such
grants.

i) Finance income comprises interest receivable from bank deposit invested and s
recognized in profit or loss on a time proportion basis using the eflective interest rate

method.

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

rental agreements.,

v)  Other income is recognized as itaccrucs,
2. In-Kind contributions

In-kind contributions are donations that arc made to Tetu Aberdare Water and Sanitation
Company Limited in the form of actual goods and/or services rather than in money or cash
terms. These donations may include vehicles, equipment or personnel services. iWhere the
financial value received for in-kind contributions can be reliably determined, they includes
such value in the statement of comprehensive income both as revenue and as an expense in
equal and opposite amounts: otherwise, the contribution is not recorded. !



TETU ABERDARE WATER & SANITATION COMPANY LIMITED ANNUAL REPORT AND
FINANCIAL STATEMENTS FOR THE YEAR ENDED 30™ JUNE 2019

NOTES TO THE FINANCIAL STATEMENTS (Continued)

3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Property, plant and equipment

Property plant and equipment are stated at cost less the accumulated depreciation charged.
Gains and losses on disposal of items of property. plant and equipment are determined by comparing

the proceeds from the disposal with the net carryving amount of the items, and are recognised as profit

or loss in the income statement.

Depreciation and impairment of property, plant and equipment

Depreciation on property, plant and equipment is recognised in the income statement on a reducing
balance basis to write down the cost of cach asset or the re-valued amount to its residual value over

its estimated vseful life. The annual rates in use are:

Depreciation is charged on reducing balance method using the following rates

"Pipes ! 2.5%
Telephone & computers 30%
Office furniture & equipment 12.5%
Plant and equipment 12.5%
Motor bikes and vehicles 25%

A full year's depreciation charge is recognised in the vear of asset purchase.

NOTES TO THE FINANCIAL STATEMENTS (Continued)

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

i) INVENTORIES
Inventories are valued at the lower of cost and net realizable value. The cost of inventorics
comprises purchase price. transportation and handling charges, and determined on the
weighted average price method

i) SURPLUS

I'he company is limited by guarantee and surplus is ploughed back to finance company capital
works
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TETU ABERDARE WATER & SANITATION COMPANY LIMITED ANNUAL REPORT AND
FINANCIAL STATEMENTS FOR THE YEAR ENDED 30" JUNE 2019

NOTES TO THE FINANCIAL STATEMENTS (Continued)

3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

1) Intangible assets

Intangible assets comprise purchased computer software licences, which are capitalised on the
basis ol costs incurred 1o acquire and bring to use the specitic software. These costs are
amortised over the estimated usetul lite of the intangible assets from the year that they are

available for use, usually over three vears.

i) Amortization and impairment of intangible assets
|
Amortization is calculated on the straight-line basis over the estimated usetul lite of computer

software ot three vears.

All computer software is 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 so that the asset is written down immediately o its estimated recoverable
amount. [

i) Investment property

Buildings, or part of a building (frechold or held under a finance lease) and land (frechold or
held under an operating lease) held for long term rental vields and/or capital appreciation, and
which are not occupied by the entity, are classified as invesument property under non-current

ussels.

. B . s . [} .
Investment property is carried at fair value, representing open market value determined
periodically by independent external values, Changes in fair values are included in profit or
loss in the income statement.

iv)  Finance and operating leases

Leases which confer substantially all the risks and rewards of ownership to the entity are
classified as finance leases. Upon initial recognition, the leased asset is measured at an
amount equal to the lower of its fair value and the present value of the minimum lease
pavments, and the asset is subsequently accounted for in accordance with the accounting
policy applicable to that asset.

All other leases are treated as operating leases and the leased assets are 1'ccugn}ixcd in the
statement of financial position 1o the extent of prepaid lease rentals at the end ol the year.
Payments made under operating leases are recognized in profit or loss on a straight-line basis
over the term of the lease. Lease incentives received are recognized as an integral part of the

total lease expense over the term of the lease.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

ASUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

i) Inventories

Inventories are valued at the lower of cost and net realizable value. The cost of inventories
comprises purchase price. transportation and handing charges. and is determined on the
weighted average price method.

i) Trade and other receivables
| |
They are recognized and carried at the realizable value less the provision for risk allowance,
at currently 10% 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 reccivables based on a review of all outstanding amounts at the
vear end.

i) Taxation
Current income tax

Current income tax assets and liabilities for the current period are measured at the amount
expected to be recovered from or paid to the taxation authoritics. The tax rates and tax laws
used to compute the amount are those that are enacted or substantively enacted. at the
reporting date in the arca where the Entity operates and generates taxable income. Current
income tax relating to items recognized directly in net assets is recognized in net assets and
not in the statement of financial performance.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

iv) Taxation (Continued)
Current income tux (Continued)

Cuarrent income tax assets and liabilities for the current period are measured at the amount
expected to be recovered from or paid to the taxation authorities. The tax rates and tax laws
used to compute the amount are those that are enacted or substantively enacted. at the
reporting date in the area where the Entity operates and generates taxs ible income. Current
income tax relating to items recognized directly in net assets is recognized in net assets and

Management periodically evaluates positions taken i the tax returns with ! respect 1o
situations in which applicable tax regulations are subject to interpretation and establishes

provisions where appropriate.
Deferred tax

Deterred tax is provided using the liability method on temporary diflerences between the
tax bases of assets and liabilities and their carrying amounts for financial reporting purposes
at the reporting date, =

Deferred tax liabilities are recognized for all taxable temporary differences, except in
respect of taxable temporary differences associated with investments in controlled entities.
associates and interests in joint ventures, when the timing ot the reversal of the temporary
differences can be controlled and it is probuable that the temporary difterences will not
reverse in the foresecable future.

Deferred tax assets are recognized tor all deductible temporary dil'l‘crcnccs; the carry
forward ol unused tax credits and any unused tax losses. Deferred tax assets are recognized
1o the extent that it is probable that xable profit will be availuble against which the
deductible temporary differences. and the carry forward ol 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 ditterences
will reverse in the toreseeable future and taxable profit will be available against which the
temporary differences can be utilized.

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

Deterred tax assets and liabilities are measured at the tax rates that are expected to apply in
the vear 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. i
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

4

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

v) Taxation (Continued)

Deferred tax (Continued)

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

vi) Cash and cash equivalents

Cash and cash cquivalents comprise cash in hand and cash at bank. short-term deposits on  call
and highly liquid investments with an original maturity of three months or less. which are readily
“convertible to known amounts of cash and are subject to insignificant risk of changes in value. Bank
account balances include amounts held at the Kenya Commercial Bank at the end of the financial

year,

vii) Borrowings

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

viii) Trade and other payvables

Trade and other payables are non-interest bearing and are carried at amortised cost, which is
mcasured at the fair value of contractual value of the consideration to be paid in future in
respect of goods and services supplied. whether billed to Tetu Aberdare Water & Sanitation
Company or not. less any payments made to the suppliers,
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

|
I, Retirement benefit obligations

The company operates a defined contribution retirement benefits scheme for its employees (Standard
Chartered Bank 1987) and Water Sector Institution Pension Scheme (WSI).

The company also contributes to National Social Security Fund (NSSF) which is a detined|
contribution scheme. Contributors are determined by local statute as legislated. The company’s
contributions to the defined contribution schemes are charged to the income and expenditure account

in the year to which they relate.

5

Lo

Provision for stafl leave pay |
|

Employees™ entitlements to annual leave are recognized as they accrue at the employees. A
provision is made for estimated liability for annual leave.

Budeet information

The original budget for FY 2018-2019 was approved by the Board of” Directors on 22nd
My 2018, No Subsequent revisions or additional appropriations were made to the approved
budget in accordance with specitic approvals from the appropriate authorities. No additional
appropriations are added to the original budget by the entity upon receiving the respective
approvals in order to conclude the final budget. Accordingly, Tetu Aberdare Water &
Sanitation Company Limited did not record additional appropriations. ‘

Tetn Aberdare Water & Sanitation Company Limited budget is prepared on a diflerent basis
o the actual income and expenditure disclosed in the financial statements. The financial

statements are prepared on accrual basis using a classitication based on the nature of

expenses in the statement of financial performance, whereas the budget is prépared on a
cash basis. The amounts in the financial statements were recast from the acerual basis o the
cash basis and reclassified by presentation to be on the same basis as the approved budget.
A comparison ol 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 difference, adjustments to amounts in the financial
statements are also made for differences in the formats and classification schemes adopted
for the presentation of the financial statements and the approved budget.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)
4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

ix) Budget information (Continued)
| |
A stalement to reconcile the actual amounts on a comparable basis included in the statement
of comparison of budget and actual amounts and the actuals as per the statement of financial
performance has been presented under section 3 of these financial statements,

X) Service concession arrangements

Tetu Aberdare Water & Sanitation Company Limited analyses all aspects of service
bl 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. Tetu Aberdare Water & Sanitation Company Limited recognizes
that assct when, and only when, it controls or regulates the services the operator must
provide together with the asset, to whom it must provide them, and at what price. In the case
of assets other than “whole-of-life” assets, it controls. through ownership, bencficial
entitlement or otherwise — any significant residual interest in the asset at the end of the
arrangement. Any assets so recognized are measured at their fair value. To the extent that an
| asset has been recognized, Tetu Aberdare Water & Sanitation Company Limited also
recognizes a corresponding liability, adjusted by a cash consideration paid or received.

xi) Comparative figures

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

|
xii) Subsequent events

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

financial statements for the vear ended June 30, 2019,
I

xiii) SIGNIFICANT  JUDGMENTS AND  SOURCES OF ESTIMATION
UNCERTAINTY
The |1rcph|'enion of Tetu Aberdare Water & Sanitation Company Limited financial statements in
conformity with IFRS requires management to make judgments. estimates and assumptions that
affect the reported amounts of revenues, expenses, assets and liabilities. and the disclosure of
contingent liabilities, at the end of the reporting period. However. uncertainty about these
assumptions and estimates could result in outcomes that require a material adjustment (o the
carrving amount of the asset or liability affected in future periods.

‘ed
2
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SIGNIFICANT JUDGEMENTS AND SOURCES OF ESITMATION UNCERTAINTY

(Continued) .

Estimates and assumptions

> and other key sources of estimation uncertainty at
the reporting date. that have a significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial year, are described below. The Entity
based its assumptions and estimates on parameters available when the 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 “Tetw Aberdare
Water & Sanitation Company Limited. Such changes are reflected in the assumptions when

they oceur.
Usetul lives and residual values

The useful lives and residual values of assets are assessed using the following indicators 1o
inform potential future use and value from disposal:

|
e I'he condition of the asset based on the assessment of experts employed by Tetu Aberdare
Water & Sanitation Company Limited
I'he 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

Availability ol Tunding to replace the assets

Changes in the market in relation to the asset

Provisions

Provisions were raised and management determined an estimate based on the information
available. Additional disclosure of these estimates of provisions is included in Note 27..

Provisions are measured at the management's best estimate of the expenditure required to settle
the obligation at the reporting date, and are discounted 1o present value where the effect is
material. They are recognized and carried at the realizable value less the provision for risk
allowance, at currently 10% Trade and other receivables are recognised at fair values less
¢ amounts. These are assessed for impairment on a continuing

allow:
basis. An estimate is made of doubtful receivables based on a review of all outstanding amounts
at the yvear end.

)
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NOTES TO THE FINANCIAL STATEMENTS

SALES(BILLING OR TURNOVER) *

Billing for the year
COST OF SALES *
GIS Mapping
WASREB
WRA |
Filter Media
Land Rent & Rates
Motor Bike Repair
Pipes & Fittings
Cold Water Meters
General Maintenance
Chemicals
Production Milk

Uniforms & Occupation Safety Health

Crop Compensation
Laundry & Sanitation
Cleaning Materials

TOTAL
OTHER INCOME *
Girants .

Interest Income
Others

Sub Total
OPERATING EXPENSES *

PERSONNEL
Salaries
Wages

Grrants

Training
Stalt Welfare
l.eave pay
TOTAL

ADMINISTRATION COST *

Printing & Stationery
Office Expenses
|

Telephone

Travelling & Subsistence

Postage

Electricity

20182019

62,010,225

62,010,225

537.900
2.073.111
452.654
3.932.400
291.000
403.256
301,021
23" 000
355,680
f\lllﬂ()
117,945
440,303
5,250
86.569
3.685

I

13,564,974

8.008.824

429,959
1,317.320
9,756,103

20,238,978
9,250,452
[.286.640

890.700
S50.000
231,243

31,948,013

278,787
349,571
1.397.731
032.300
56.236

333401
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201772018

56.606.300
56,606,300

0
588.258
443,842

0
286.000
233.590

3.460.840
1,820,000
477.303
709.600
110,023
395.850
128,150
62.264

1722

8,717,444

3.139.196

380311
2.180,912
5,700,419

7

21,331.468
9,580,783
1.073.196
883.630
0
245,822

33,116,899

228,288
305,933
909 458
[.055.940
63.840
272,749
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Advertisement

Newspaper

Computer & Copier Expenses
Celebrations

Transport (public )

Copier & Computer Maintenance
Dircctors Allowances

Security

Board Seminars (Corporate Governance)
Consultation & Protessional fee
Provision for AGM

Membership Subscription

lax expense

Increase in provision for AGM
Increase in provision for Tax
Provision For Audit Fee
Provision For Tax

Blue Economy

TOTAL

SELLING & DISTRIBUTION COSTS *

Motor Vehicle Repair

Tana WWDA meters

Building Materials

Depreciation
Amortization(Upgrading quick water)
FFuel & Oil

Catchment, Conservation & Social
Responsibility

County Government Pipes
Insurance

Provision for doubtful & bad debts
TOTAL

Financial Charges

782,991
45,120
161.950
104.800
106.780
158.900
1.803.300
738.000
340,620
231,267
300,000
262,450
10.560
V]
14,336
350,000
100.000
408.900

10,368,260

290,139

2,210,084

[9)

102,125

795,933

13.517

394,676

228.060

AS12,100

856.3601
282,211

13,685.200

il

41,145
41,145

238.200
44.0640
1 70,500
313,000
[14.730
0
1,724,438
749000
042,400
149,408
650,000
216.600
10,560
30517
45.033
1.048.000
100,000
0

9,083,240

968.328
2.0006.000
0
3.154.330
16.890
1.716.204

<

215,528
0

699.672

0
8,836,958

[4.161
14,101
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TRADE RECEIVABLES
Disputed receivables
Salary Advance

Provision for AGM
Prepayment(Insurance)
Prepayment(Training)
Prepayment(Postage )
Deposits (Electricity)

Customer Unpaid Bills

[L.ess provision
Provision disputed receivables
Sub Totals |

CASH EQUIVALENT
Current Account

Savings Account

M-pesa MMI account

M-pesa Account

Gratuity A/C

IFund A/C

Development account(TWSHB)

Development account(Salary)

RETAINED EARNINGS
Reserves

Kinctics (Pipes)

Danco (Pipes)

Surplus for the Period
Amaortization

Total

TRADE PAYABLES

BOARD OF DIRECTORS
PIPES & FITTINGS

L MOTOR VERICLY |REPAIR
LINIFORMS
COMPUTER EXPENSI:
MOTOR BIKE REPAIR
FUEL & O
1% WASRIERB

9% TWSB
WASPA
WARMA
IELEPHIONI
PAYT:

201872019
19.853.586
197.197

0

286,828
24.000
7.088
25.500
18,558,220
38,952,419
1.855.822
10.853.580
17,243,011

5.676.736
12.051.338
400

25415

()

539.687
843.228
3.772.214
22.909,018

26.039.167
0

0
2,105,617
1,039.113
29,183,897

68,150
751,142
()
263,903
42.500
0
291,114
190,232
019,433
835,000
[13.165
74.586
254,100

'l

201772018
19.853.586
192,142

0

294,488
24.000

1.572.611
19.853.586
14.689.632

1.663.444
[11.025.980
007.968
14.360
758.069
542,552
848.553
2,276.459
18,037,385

22,355.472
55,500
20,150

2,471,164
1,136,881
26,039,167

0
874,745
163.852
395.850
79.500
122.090
310.800
43.068
6.319.433
50.000
110,960
40.770
1.140.941
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25MM 21 NO @ 9,950

TOTAL

208.950

418,852

s
~J

\
758.069

GRATUITY 0
METER STRAINER 0 147,000
GENERAL REPAIR 0 214,475
ANNUAL GENERAL MEETING ) 260,075
PROVISION FOR A.GM [.300.000 630,000
PROVISION FOR TAX 100,000 100,000
PROVISION FOR AUDIT FEL 350,000 1.048.000
COLD WATER METIERS 616,000 560,000
FILTER MEDIA 3,932,400 0
BLUE ECONOMY 408.900 0
CORPORATE SOCIAL RESPONSIBILITY 127.800 0
12,888,425 13,389,628
11 b Consumer deposits
Bal B/F 10,867,477 9.,998.477
Additions 875.000 389,000
Retund -23.700 -20.000
Performance Guarantee 1.200.000 0
Bal B/D 12,918,777 10,867,477
12 INVENTORY
Detergent 14.000 0
Pipes & fittings 3.623.367 5.144,015
Ball valves 0 430.000
Water Chemicals 746.000 303,180
4,383,367 5,877,795
130 DEFFERED INCOME
Bal B/t 23.805.641 24,942 523
i Amortizations -1.039.113 -1.136.881
Bal C/d 22,766,528 23,805,642
|
13h GRANTS (METERS)
4OMM 38NO @ 12,400 0 471.200
20MM 2 NO @ 3.619 209,902 7.238

208.950

087.388

REPORT AND
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14¢) INTANGIBLE ASSET

DEPRECIATION RATE | DEPRECIATION | BALANCE
20172018 - e —

. 0%  16.896 67,584
| 201872019 - I
' 20% 13.517 54, um

150, TANA WATER WORKS DEVELOPMENT AGENCY

PROPERTY , PLAN

"& EQUIPMENT AS AT 30TH JUNE 2019

MOTOR

COMPUTER &

FURNITURES & VEHICLES

DETAILS _ BUILDINGS | ACCESSORIES | FITTINGS & CYCLES TOTAL !
Depreciation Rate 2.5% 30.0% o 12.5% 25.0% :
Opening Bal At |
Cost 1/7/2018 | 148218093 | 3499 30962 50,173 | 148,513,275 |
Additions | 0 0! 0 0| 0|
R | ! | ! | | .}
Closinge Bal As At | ‘ | ‘
o 3u/6/2019 | 148,218,093 \ 3,499 | 40,962 564,173 | _l__-lﬁ,_SIS.Z |
Opening Bal As | ‘ - | [
- 1/7/2018 | 4,211,025 | 6,245 | 9.983 59,178 | - 4,286,431 ‘
~ Period Charge | 3.705,452 | 1.050 | 5,120 | 14,043 | 3.725.665 i
Total | 1 '
. Depreciation i 7,916,477 | 7,295 | 15,103 | 73221 | S,ljll.l_!‘)_(}_|
| N BV As At | i
L 30/672019 | 144,512,641 2,449 35,842 | 42,130 | 14}*737_.(1}1]
|
15b)PROPERTY , PLANT & EQUIPMENT AS AT 30TH JUNE 2018 ‘
MOTOR ‘ }
COMPUTER & FURNITURES VEHICLES & ‘
| DETAILS C BUILDINGS | ACCESSORIES | & FITTINGS | CYCLES TOTAL B
Depreciation Rate 257 | 30.0% 12.5% 25.0% | ‘
: Opening Bal At (U\l T |
1/7/2017 | 152,218,093 | 4,999 | 46,814 | 74.897 | 152,344,803
Additions | 0 0 J 0 0 0 ‘ i
T ‘ o | f I
Closing Bal As At | } | ! ' |
S 30/6/2018 | 152,218,093 | 4999 46,814 74,897 152,344,803 | b
Opening Bal As | \ | | \ '
1/7/2017 4,211,025 | 6,245 | 9,983 59,178 4,280,431 i
i) L I— oo
B Period Charge | 3,805,452 | 1.500 | 5852 18,724 3,831,528 r !
Total Depreciation | 8016477 | 7,745 | 173',87337; - 8,117,959 | i !
__N_B‘M)HJZUI_S__[ 148,412,641 3,499 | 40,962 56,173 148,513,275 | |
| |
i
-;‘) | | 1‘ | |
|
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16. TETUABERDARE WATER & SANITATION COMPANY LIMITED
TAX (T()l\-‘ll’ll'l‘»\f!()N FOR THE PERTOD ENDED JOTH JUNE 2019

Profit before tax

Add

| Depreciation

[Loss on Disposal

provision for doubtful & bad debts
1 |

Provision for AGM

Provision Tax

Provision Audit fees

[| Less

Wear and tear allowance
Interest income
Rent Income

Gain on disposal

Taxable income / (Losses)
Accumulated tax loss b/fwd.

Adjusted taxable income/(losses)
1" 1]

Rental Income

Tax paid (house rent)

Income

Interest Income
Tax therecon (@ 30%
l.ess

Withholding tax deducted at source

- Advance tax

| Installment Taxes

Tax payvable/(Refundable)

40

2019

2,729,681

(282,211)

1,300,000

100,000

350,000

3,540,248

429,959

105,600

2,158,730

4,197,470

4,075,807

(5,093,793)

2,028,810

105,600
(10,560)
95,040

429,959
128,988

53,113

&
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TRELATED PARTY DISCLOSERES
a) County Government of Nyeri

The County Government of Nyeri is the principal sharcholder

of Tetu Aberdare Water and Sanitation Company Limited Holding 100% of its interest.
Other related parties include:
1) Parent ministry '
i) WASREB
i) WRA
iv)  Tana Water Works Development Agency ' ‘ ’l
v Key Management
viy - Board of Directors

b) Financial Risk Management Objectives

| |
The company’s overall risk management programme focuses on unpredictable changes in the operating environmeni apid sz
Major tvpes of financial risk that may face the company include: ' ‘
i) Currency Risk ' ‘ i'
The company is currently not exposed to currency risk because it does not trade with foreign countries. |
i) Interest Rate Risk
The company has not borrowed money and thus not affected by interest rate risk.
iii) Price Risk
I'he company does not hold investments that would be subject to price risk hence no exposure 1o price risk. i
iv) Credit Risk
I'his is the risk that one party will default on his/her contractual obligation resulting in financial 10ss w the uamp mny.
I'he company measures, monitors and manages credit risk for cach receivable, ' I
This risk is primarily auributable to bank balances. trade and other receivables. 1
[he amounts presented in the statement of financial position are net of 10% risk allowance estimated by the management bas
company developed a debt management policy in order to reduce the customer unpaid bills.
v) Liquidity Risk
I'he company manages liquidity risk by maintaining banking facilities through continuous , ‘
monitoring of forecast and actual cash lows. The management has also put in place framework | ! |
for the management of the compuny’s™ short, medium and long term funding and liguidity management rcquircmcnrs. !

18. e Company has re- classified several items which have been explained below and hwhlwhlcd in the notes

using an Asterisk.

1. Sales/turnover  previously was revenue.

2.Cost of sales comprises of WASREB, WRA, filter media. land, rent & Rates, Motor bike repair, ‘ |
Pipes & fittings. cold water meters, General repair maintenance, Chemicals, Production cost.
uniforms & OSH. Crop compensation, Laundry & sanitation, Cleaning materials. ‘

3. Other income itemised as Grants, Interest and income others.

4. Personnel comprises of Salaries, Wages, Grants, Training, Staft welfare Leave pay previously
classified as Personnel and Administration cost.

3. Administration cost comprise of printing & stationery, Office expense. Telephone Postage, .

Travelling & Subsistence, Electricity, Advertisement, Newspaper, Computer & Copier maintenance, |
Celebration, Transport, Copier & computer Maintenance, Security, Directors allowance, ' |
Board seminars Consultation & Professional fee, Provision for AGM. Membership subscription,
Tax expenses, Increase in provision for AGM, Increase in provision for tax, Provision for Audit fee, i
41 : - ‘ |

. N
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‘ Provision for Tax. Blue economy previously classified as Office administration cost & Professional charges.

|16.Selling & Distribution comprises of Motor vehicle repair. Tana WWDA meters. Meters. Building materials.
| Depreciation, Amortization, Fuel & Qil. Catchment conservation & social responsibility.

! County government pipes. Insurance provision for doubtful debts. Previously classified as
‘ Distribution Operation & Maintenances costs.

PROGRESS ON FOLLOW UP OF AUDITOR RECOMMENDATIONS

The following is the summary of issues raised by the external auditor, and management comments
“that were provided to the auditor. We have nominated focal persons to resolve the various issues as

shown below with the associated time frame within which we expect the issues to be resolved.

audit Report

Reference
No. on the
external

1.1 (Other

Matter)

Issuc /
Observati
ons from
Auditor

I'rade

Receivables

Disputed

receivables
halance of
Kshs.
19.853.586
has remained
outstanding
foralong
period ol
time but the
company has
provided
100%%
provision for
bad debis for
these
reecivables.
I'he auditor
had observed
that no
eflorts seem
1o be made
by the
company Lo
recover the
long

outstanding

Management comments

The Company concurs with your observation

that the disputed receivables have remained

outstanding for a long period of time.

[ However, it is not possible to recover these

debts due to the following reasons.

a.

Most of these debts were outstanding
cven before the Company was formed
and therefore were inherited from the
Ministry_of water and no handing over
was carried out. The Company
therefore. relied on ledgers that were

available by then,

It is hard to trace these connections on
the ground because there are scant
details about them. Morcover, the
holders of these connections have
cither died or have sub- divided their

lands.

Focal Point
person to
resolve the
issue (Name
and
designation)

Grace Gathigia
Commercial
Manager

 Tim
cfra
me:
(Put
17}
date

Status:
whe

(Resolve
d/Not | "
Resolve ;:;:’
9 i cl
the
issue
to he
resol

ved)

Resolved.
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|
' |
| |

i |
Reference | Issue/
No. on the | Observati
external | ons from |
audit Report - Auditor |
[
|
|
[
- e e T —
debts.

d.
a.
Unaccounted :
2 l-or
Water(UFW)
.

Management comments

Some of these areas of service
operation never used 1o get water
services yet the customers had

accumulated water bills,

Most ot these debts belong o
customers who were connected 1o
Nyeri Water and Sewerage Compuny
from year 2015 to date. They are
currently being served by
NYEWASCO. Such areas include
Gatitu, Riamukurwe, Chorongi.
Kigwandi, Ithenguri, Giakanja. Gitero,
Githathi-ini. Kamuyu, Kihatha, Misha,
Marua, Thunguma, Muruguru and
Muthua-ini. All these customers from
these ureas were connected by
NYEWASCO without ¢clearance from

the Compuny.
Reasons for increase in volume

UFW  (i.e.) 774.208

approximately 40% of total volume

cubic  meters

which is 5% over and above the

allowable loss of 25% as per Water

Service Regulatory Board guideline.
I'he three water supplies namely,
Aguthi, TetuThegenge. and Titie were
1980, 1974 1987

respectively. This indicate that all the

constructed in and

three water supplies are beyond their

operation period.

Low or non-tunding by  the

Government to  rehabilitate  the

2019

of

Focal Point |

person to
resolve the
issue (Name
and -
designation)

Joshua N,
Mumo
TECHNICAL
MANAGER

i

Status:
(Resolve
d/ Not
Resolve
o)

Not
Resolved

Tim
elva
me:
(Pur
7]
dute
whe
'n
you
expe
ol
the

CIssue

10 be

L resol

ved)
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1

[
Pl

Sl
3 [

Reference | | Issue /

No. on the | Observati
{ external S ons from
audit Report l Auditor

General Manager

=

i
|
|
[
|
|
|
|

Management comments

dilapidated infrastructure.

Installation of Ball Measures to curb

the increase in volume of UFW,

i. Installation of customer meters with
an objective of achieving  100%

metering level.

ii. Have constituted an independent

NRW unit  within  the Technical
department in charge of NRW,

1. Valves in our tanks.

iv.  Liaison with customers in reporting

leaks and bursts,

v. Water loss due to road construction

and upgrading led to disruption of

service provision.

Chairman ol the Board

l).llc:«.‘&).

44

Focal Point

resolve the
issue (Name

designation)

-

» Lo

Tim

clra
me:
(Put

a
date
whe

n
you

expe

cf
the

issue
10 he
resol

ved)



