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Gusii Woter ond Sonitotion Compony Ltd (GWASCO) wos estobllshed on l2 June 2006 following the

woter sector reforms under the Woter Aa 2OO2 to provide woter ond seweroge services through SPA

whh LVSWSB, now Loke Vlctorlo South Woter Works Development Agency (LVSWWDA). The Compony

is now wholly owned by the County Governments of Kisil ond Nyomiro by 68% ond 32olo shores

respectively under the new Woter Act 2016. Woter ond seweroge service is now o fully devolved
function implying the Compony provides woter ond seweroge services on beholf of the two County

Governments Under new Woter Act 201 6. The compony runs nine woter supplies, nomely; Kisii, Nyomiro,

Ogembo, Keroko, Gesusu, Nyonsiongo, Toboko, lkonge ond Birongo/Keumbu.

Principol Activilies

The principol octivities of the Compony is:

o) To corry on the business of o Woter Services Provider, os defined by the Woter Act 2016
b) To monoge ond conserve the sources ond supply of woter in the oreo of the county governments ond

in porticulor, to conserve, redistribute ond ougment those woter resources os consented to by the

licensee.

c) To provide ond distribute o constont supply of potoble woter for commerciol, industriol ond domestic

purposes within the oreo of the county governments.

d) To be responsible for the provision, control ond mointenonce of seweroge ond droinoge for
commerciol, industriol ond domestic purposes within the oreo of the county governments.

e) To mointoin ond rehobilitote existing woter ond seweroge infrostructure ond focilities, os well os

develop infrostructure or focilities for furthering the obiects of the compony.

GWASCO Vision
To be the premier compony in the provision of potoble woter ond seweroge services in Kenyo

GWASCO Mission
To provide sofe woter ond seweroge services eff iciently ond effectively to sustoinobly meet
expectotions of the customers ond other stokeholders.

GWASCO Core Volues
The core volues ore the fundomentol principles thot guide the behoviour of every person or entity
working whh GWASCO. They should be procticed ond embroced to creote the orgonizotionol culture to
drive GWASCO's vislon.

The core volues guiding GWASCO ore:
O Customer focus
a lntegrity
o Gender Responsive
o Professlonolism
a Teom work
O lnnovotion

ll
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Gusii Woter ond Sonilolion Compony Lld
Annuol Reporls ond Finoncio! Stotemenls
For the yeor ended June 30, 2O20

Direclors

The Directors who served the Compony during the yeor v/ere os follows:
l.
2.
3.
4.
5.
6.
7.
8.

9.

Fredrick Nyomweyo
Osborn Nongo
Joseph Tirimbo Onserio
Justus Nyomweyo Omori
John Billy Momonyi
MongeriMirierl
Somwel Moiko
Jockline Mirlerl
Moses Onderi
Fonice Mose

Corporote Secrelory

Amoto Nyosoe & Associotes

Registered Office
Gusii Woter & Sonitotlon Co. Ltd.

P.O. Box 3880 - 4O2OO

Klsii. KENYA
Next to Ministry of Housing

Opposite Klsll- Kllgorls Junction

Corporole Heodquorters

Gusii Woter & Sonitotion Co. Ltd.

P.O. Box 3880 - 4O2OO

Kisii, Kenyo

- Choirmon - ,Appointed on 5th September 2018
- MD - Appointed on 5th April 2019
- Dlrector - Appolnted on 5th September 2018
- Director - Appointed on 5th September 2018
- Director - Appolnted on I n Februory 2O2O

- Director - Appointed on 5rh September 2018
- Director - Appointed on 5th September 2018
- Dlrector - Appolnted on 5fh September 2018
- Director CECM (Finonce) - Kisii County

- Alternote to CECM (Finonce) - Nyomlro County0.
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Annuol Reporls qnd Finqnciol Stqtemenls
For lhe yeor ended June 30, 2O20

,

Corporote Conlocls

Telephone: l+254lr 020802908 I /O58'31 345
Emoil: info@gwosco.co.ke
Website: www.gwosco.co.ke

Corporole Bonkers

l. Kenyo Commerciol Bonk Ltd

lndependent Auditors

Auditor Generol
Kenyo Notionol Audit Office
Anniversory Towers, University Woy
P.O. Box 30084
GOP 00r 00
Noirobi, Kenyo

Principol Legol Advisers

The Attorney Generol
Stote Low Office
Horombee Avenue
P.O. Box 40112
City Squore 00200
Noirobi, Kenyo

2. Reuben Mosese & Compony Advocotes
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Gusii Woler ond Sonitolion Compony Ltd
Annuol Reports ond Finonciql Stotemenls
For lhe yeor ended June 30, 2O2O

2. THE BOARD OF DIRECTORS

Nome & Possport Photo Detoils Dote of Appolntment

Fredrick Nyomweyo

Nome: Fredrlck Nyomweyo Nyongweso
Age: 57 Yeors
Quolificotlon: He holds Kenyo Certiflcote of Educotlon
from St Mory's Ekerubo Secondory School.

Representotion: He ioined the Boord on 5fi September
2018 ond represents Monufocturlng Community ln Kisil

County.
He ls the currenl Cholrmon of the Compony.

5ft Seprember 20l 8

Mongerl Mlrlerl

Nome: Mongerl Mirlerl
Age: 66 Yeors
Quoliflcotlon: Holds Bochelor of Educotlon (Second

Closs Honors) from University of Nolrobl.
Representollon: He lolned the Boord on 5fi September
2018 ond represents Buslness Communlty ln Klsll

County

5n September 201 8

John Bllly Momonyl

Mr John Bllly Momonyl is rhe CEC for Woter, Energy,

Environmenl ond Nolurol Resources for Klsll County. He

prevlously served os the CEC for londs, Houslng,

Physlcol Plonnlng ond Urbon Developmenl ond CEC for
Flnonce ond Economlc Plonnlng. He ls o coreer bonker
hoving worked ot Kenyo Commerclol Bonk (KCB) for
over 30 yeors, Until hls oppointmenl, he served os

Senlor Monoger ln chorge of KCB Klsll Bronch. He olso

served os Senlor lnternol Audltor ot KCB omong other
positlons ol the bonk.He holds o Mosters Degree ln

Stroteglc Monogement from Jomo Kenyotto Unlverslty

of Agrlculture ond Technology (JKUAT), o Bochelors
Degree in Commerce (Flnonce) from JKUAT ond o
Dlplomo in Agrlcuhure ond Form Monogement from
Egerton College.

Somwel Molko

Somwel Molko ls the ECM. Envlronment. Energy, Mlnlng
& Noturol Resources, ot Nyomlro County Governmenl.

Osborn Nongo

Nomer Osborn Nongo Obolgwo

Quolificotion: BSC, MSC, Groduote Eng, EBK, P Eng.

Tech. KETRBI

Representotlon: Monoglng Dlrector

5 Aprll 2Ol9
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Gusii Woler qnd Sonitolion Compony Ltd
Annuol Reporls qnd Finonciol Slqlements
For the r ended June 2020

,

Mr. Joseph Tlrlmbo Onserio

Nome: Mr Joseph Tlrlmbo Onserlo
Ager 167 Yeors):

Dote of Appolntment: Jolned the Boord of the
Compony on 5n Februory 2O14.
Quollflcotlon: He holds dlplomo in odmlnlstrotlon ond
monogement from Co-operotlve College of Kenyo. He

hos o wlde experlence ln flnonclol monogement ot
Government ond Locol Governments hoving worked ln

rhe lnslltute of Publlc ond Prlvote Portnershlps,
Woshington USA.
Represenfotlon: He represents monufoclurlng
rommrrnltw ln tha Baarcl of Dlrectors.

5n Februory 2014

Nome: Justus Nyobwengl Omorl
Ager 60 Yeors
Quoliflcotionr He holds MSC Engineerlng ond
Monogement from JKUAT ond BSC Agrlculturol
Englneerlng from JKUAT, Certiflcote ln Agrlculturol
Englneering from Eldoret lnstitute of Agrlculture ond
certiflcote ln engineering from lsroel, He worked with
Ministry of Agriculture os Agrlculture englneer.
Danracanrarlan. Pra{acclanalc

5tr September 201 I

Justus Nyobwengl Omorl

Nome: Jockllne Mlrerl
Age: 44 Yeors
Quoliflcotlon: She hold Bochelor of Publlc
Admlnlstrotlon from Bugemo Unlversily ond Dlplomo ln
Publlc Admlnlstrotlon from Kenyo lnstltute of
Monogement ond currently worklng wlth Stondord
Medio Group os regionol Buslness Monoger (Nyonzo)
Representotion: Youth ond Women

5tr September 201 8

Jockline Mirerl

I

Mr Moses O. Onderl

Mr Moses O. Onderi
He ls the CEC for Finonce ond Economlc Plonning, Kisll

County. He previously worked os the CEC ln chorge
of rhe Deporlment of Londs, Housing Plonning ond
Urbon Development. Prlor to lhot, he worked os
Trolnlng/Progromme Offlcer ol the Afrlcon Network
for Prevention ond Protectlon Agolns, Child Abuse ond
Neglect (ANPPCAN). He olso worked os lecturer ot the
Kenyo School of Government, formerly Kenyo lnstltute
of Adminlstrotion (KlA).He holds o Mosrers Degree in

Educotlon (Educotlon Technology) from Mohorolo
Soyoilroo Unlversity of Borodo (lndlo), o HIgher
Dlplomo ln Humon Resources Monogement from the
lnstitute of Personnel Monogement ond o Bochelors

Degree in Educotlon from the Kornotok University,
Dhorwod (1991). Higher Diplomo in Humon Resources

Monogement, lnstitute of Personnel Monogement
(2002l, ond o Bochelors degree in Educotlon from the

CEC Finonce, ICT ond Economic Plonning, Nyomiro
County.

Peler Mugo
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Gusii Woter ond Sonitolion Compony ltd
Annuol Reporls ond Finqncio! Slolements
For the yeor ended June 30, 2O2O

3. MANAGEMENT TEAM

Osborn Nongo Obolgwo
Monoglng Dlrector
MSC, BSC, Groduote Eng, EBK, P Eng.

Tech. KEIRB

Dlrectlng, Plonnlng, lmplemenlotlon,
monltorlng ond evoluotlon.

Gerold Ogero Gisolro
Technlcol Monoger
BSC Civil Engineering, Groduote Eng.

Monoge, control ond molntoln woter ond
seweroge systems for constonl supply of
potoble woter.

Alex Nyokundl
Procurement Monoger Supply choln monogemenl ond storoge of

moterlols ond equlpment

Mork Dom Ong6nge
Operollons Monoger
Dip., Woler Technology

Roberl R. Nyorongl
Humon Resource Monoger II

Tlmely, economlc ond relloble mointenonce
of inslolled servlces.

Monoge personnel, Formulote, Enforce ond
regulorly updote humon resource pollcles

Lucy Wochiro
Commerclol Monoger

Monoge commerclol dlvlslon, customer
services, bllling ond collectlon systems ond
Monltor the debts ond prepoymenls

I Ootton M. Ogero
I lnt"rnol ouditor
I

I BSC wirh lT, CPA

Ensurlng lntegrlty of lnternol control systems

ond rlsk monogement.

Thoddeus Mogesl Mogol
Flnonclol Accountonl
BBM, MBA, CPA (K), MKIM

lmplement, molnloln, monoge ond enhonce
finonciol ond occountlng systems.

Colllns Ong'ero
ICT Monoger Enhoncement of ICT lnfrostructure ond

lnformotion processlng ond monogemenl
informotlon systems.

vll
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Gusil Woler ond Sonitotion Compony Lld

Annual Reporls ond Finonciol Stqlemenls
For lhe yeor ended June 3O, 2020

4. CHAIRMAN'S STATEMENT

It gives me greot honour ond privilege to present to you my first report os the 5th Choirmon of Gusii

Woter ond Sonitotion ComPonY Ltd.

l. The Strolegy
The compony hos on extstlng 5 yeors strotegic plon developed covering the period 2017'2022. to orrest

implementotion chollenge, the monogement hos signed the performonce controct ln on effort to monitor

ond improve operotionol efficiency. The following ore the highlights of the strotegic plon.

Vision
To be the premier compony in the provision of potoble woter ond seweroge services in Kenyo

Mission

To provide sofe woter ond seweroge services eff iciently ond effectively to sustoinobly meet

expectotions of the customers ond other stokeholders.

Core Volues
The core volues ore the fundomentol principles thot guide the behovior of every person or entity working

With GWASCO.
o) Customer focus

b) lntegrity
c) Gender Responsive

d) Professionolism

e) Teom work
f) lnnovotlon

The strotegic plon olso envisoge in the reolizotion of the following Strotegic Obiectives for the period

2017 - 2022.
I ) Exponslon of Woter ond Seweroge Coveroge
2) Reduction of Non Revenue Woter
3 Revenue Generotion ond Finonciol Sustoinobility

4 Institutionol Copocity Strengthening

5 lmprove Corporote lmoge ond Visibility

2. Governonce
The Boord of Directors seek to odhere to ond comply with the principles of good corporote governonce

in Kenyo os well os guidelines issued ond published ond issued by Woter Services Regulotory Boord.

My Boord upholds personol ond corporote integrity os well os o culture thot volues high ethicol

stondords. The Boord continues to mointoin strotegic obiectives, key policies ond opprovol of onnuol

budget. lt promotes occountobility through monitoring of implementotion of policies ond strotegies in o

structured system of the following Boord Committees.

o) Finonce, HR & Procurement Committee

b) Technicol Committee
c) Audit Committee

3. Exponsion progrommes

vlll
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Gusii Wqler ond Ssnilotion Compony lld
Annuol Reporls ond Finonciol Stotements
For the yeor ended June 30, 2020
Meeting customer woter demond ond monoging Non Revenue Woter remoin o huge chollenge. The

compony hos o producflon copocity of 6,000m3/doy of woter per doy whlch comprise of the treotment
works of New Kisii, Keroko, Nyomiro, Ogembo,Tobokorlkonge,Keumbu, Nyonslongo ond Gesusu. The

estimoted demond ln our oreo of furisdiction is 30,000m3/doy.
To meet the growing demond os well os grow our morket shore, the compony hos undertoken on

integroted opprooch thot encomposses improvement of production copoclty, exponslon ond
rehobllltotion of the network to monoge non-revenue woter ond enhoncement of operotlonol efflclency.
ln thls regord, through Loke Victorio South Woter works Development Agency Klsii woter supply ond
Nyomlro woter supply ore set to Inlect on odditlonol 21,000m3/doy ond 1,200m3/doy respecfively
followlng the completlon of exponsion works.

Fulure Outlook
Our new constitution ploces the woter ond sonitotion services under the county government ond olso

declores occess to cleon v/oter o humon rlght. We continue to odhere to the Woter Act 2016 to deliver
on our mondote. Kisii ond Nyomlro towns under Kisli ond Nyomiro Countles respectively hove witnessed

increosed economic octivitles ond therefore demond for woter ond sonltotlon services hos more thon

trlpled.
The Compony Boord under whose cholrmonshlp I hold ls formuloting o comprehenslve blueprlnt to

speorheod the provision ond improvement of the Woter ond Sonitotlon Servlces Provision to meet the

woter demond of Kisii ond Nyomiro Counties.

It ls my humble belleve ond belleve thot with continued supporl from the Government of Kenyo, County

Governments of Klsii ond Nyomlro, Loke Victorio South Woter Works Development Agency, business

development portners ond unwovering commitment of our stoff, the compony will resiliently overcome

operotionol ond economlc chollenges in the Compony ond sustoinobly ochleve its stoted mondote.

Appreciotion
I wish to toke this opportunity to thonk oll our stokeholders for their support wlthout which our remorkoble
performonce would not hove been ochieved. I olso toke this opportunlty to slncerely thonk our Ministry of
Environment, Woter & Noturol Resources both ot the Notlonol Government ond the two Counties for their
involuoble support, Woter Servlces Regulotory Boord, other woter sector institutlons, our development
portners ond the stokeholders for the continued support of oll our octivlties.

The Directors remoin committed to provide the necessory leodershlp to focilitote contlnued improvement

of the Compony's operotions. I remoin confident thot we hove the skllls, obilitles ond resources necessory

lo monoge the slgnlficont opportunities ond chollenges thot lle oheod of us.

Sign:

Justus N Omori
Choirmon
3.|il Morch 2021

lx
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Gusii Woter ond Sonilolion Compony Ltd

Annuql Reports ond Finqnciol Slolemenls
For lhe yeor ended June 3O, 2020

5. REPORT OF THE MANAGING DTRECTOR

I om delighted to present my report on the performonce of the Compony for the finonciol yeor
2Ot9/2O2O.

I Finqnciol Performonce
o) Turnover
The Compony's soles for the yeor wos Kshs 129,112,400 ogoinst Kshs. 114,807,9OO for the yeor

2O18/2019. This is oboutl 2o/oincreose. The increose in soles turnover wos purely os result of internol
growth within the service provision oreo. Woter chorges remoined consistent in the yeor under the current

toriff regime expiring in 2021. The monogement look forword to increosed soles turnover following
complefion of newly constructed proiects in Kisii ond Nyomiro Counties which sholl ultimotely meet

consumer woter demond.

b) Expenses
The totol expenses for the yeor under review were Kshs. 177,178,200 ogoinst Kshs. I 64,961,500 in the

finonciol yeor 201 8/2019.

c) Profit for lhe yeor
The Compony mode o loss of Kshs. (21 ,725,800lrogoinst Kshs (6,304,300)in 2018/2019. This compores
unfovorobly ond the trend poses o threot on sustoinobility thus offecting going concern. This extremely
disoppointing trend wos compounded by difficult troding conditions suffered by the Compony omid
COVID-19 pondemic, increosed level of Non-Revenue Woter in the distribution system thot offected
demond monogement. To meet viobility of the Compony ond its obility to continue os o going concern, the

monogement hos emborked on the following:
i. Continued focus on debtors invoice collections, keeping inventory levels ot o minimum; ond
ii. Continued focus on cost monogement ond contoinment in oll oreos of business.

d) Copilol inveslmenl
During the period under review the compony hos mointoined o sound ropport with our externol finonciers
ond portners ond the following wos ochieved:-
O Completion of New KisiiTreotment Works ond Rehobilitotion of Woter System in Kisii ond Nyomiro

Towns funded by Kfw through Loke Victorio South Woter Services Boord ot o cost of KShs. 2 Billion.

This is owoiting commissioning.

3. Humon resource
The compony's humon resource hos continued to be o voluoble osset in ochieving business obflectives,

torgets, customer sotisfoction ond stokeholder expectotions. Consequently, the compony's work ethics ore
founded on teom-work.
In the Boord of Directors endeovour to ochieve stobility in monogement, o new Core Monogement Teom

wos recruited during the yeor 2Ol9/2020.
ln order to enhonce stoff productivity, the compony hos embroced o performonce monogement system os

o bosis for rewording ond identifying oreos of improvement. To this end, the monogers signed o

performonce controct the result of which sholl be the bosis of future improvemenls.

4. lnformotionCommunicolionTechnology(lCT)
The compony recognizes thot ICT is the nerve centre of the compony's business. lt is o vitol component for
the estoblishment ond support of oll existing ond new business ond customer service initiotives, os well os

compony's operotions.

x



Gusii Woler ond Sqnilolion Compony Ltd
Annuol Repods ond Finonciq! Slolements
For lhe yeor ended June 30, 2020
The compony hos therefore conlinued to embroce new technology ond hos during the yeors under review
ocqulred o new billing ond customer service softwore. lt hos olso operotionollzed the use of M-Peso
services for bills poyment os port of improved customer service. ln monoging ils debts, the compony hos

contlnued to colloborote with credit bureou ogency, Metropol to rote its customers to enhonce prompl
poyment of billing servlces. This ls ln oddition to the dedlcoted debt collection teom thot is in ploce.

Following the end of the finonclol yeor 2019/2020, strotegles olmed ot securlng odequote woter
supply, exponding woter occess to the residents, lmproving the quolity of supply ond servlce to our
customers, os well os the finonciol performonce took the centre stoge of our operotions. The Compony's
performonce hos remoined steody despite the mony chollenges focing it.Thls include but not limlted to:

teething problems during the implementotlon of the new toriff, chollenges with the billing softwore,
dwindling sources due to drought like Gesobei dom for Nyonsiongo woter supply, Nyomiro woter
supply, Nyokomlsoro woter supply ond Eucolyptus trees olong the woter sources. ln the foce of these

chollenges, the compony hos continued to streomline its revenue growth ond servlce delivery.

To dellver our priorities ond o strong customer propositlon, everyone in the buslness needs to be engoged
with our vision ond volues ond the needs of our customers. This is why I've been bringing monogers in the

compony together to tolk obout whot our volues meon to them, whot our customers expect ond whot our
strotegy needs to deliver. As Gusli Woter fomlly, we oll need to be commltted to drlvlng chonges thot wlll
reolly deliver for our customers.

I fully recognlse thot the privileges of running o woter compony come with importont responsibilities, ond
I understond the signlficont lmpoct on our customers ond the environment when we foll short of the

stondords our customers rlghtly expect of us. During the lost yeor we've seen o series of moior bursts on

some of our Victorlon v/oter pipes ond we've missed our leokoge torget. Leoks ore inevitoble on o
network of our enormous size ond oge, but it's vitol we invest wlsely ond continuolly to lmprove our
resilience. This is o huge priority for us.

We ore in o hugely privileged position with life-long Investment from our customers through their bills, ond
everything we do Impocls ftem, their children, thelr grondchildren ond beyond. We're Custodlons of thelr
money so we need to be smorl ond disciplined obout how we spend it. Our customers olso ploy on octive
port in operotlng our woter ond woste-woter networks, eyery time they turn on o top, use o woshing

mochine or flush the toilet. So the woy we engoge with them ond exploin our business is o continuing
priority.

Heollh ond lhe Environmenl
The compony hos contlnued to expond its services to the un-served oreos where row woter hos been used

for domestic use. By provldlng potoble, cleon, sofe ond offordoble woter to such oreos, the compony ls

ploylng o moior role in improving the heolth of the residents under its furisdlctlon.
The compony hos olso Invested in mointenonce of Suneko seweroge ponds ond conducting envlronmentol
oudits through Notionol Environment Monogement Authority to ochieve o cleon ond sofe envlronment. To

thls end, contlnuous loborotory tests ond onolysis of both treofed woter ond woter dlschorged from our
seweroge treotment works ensures thot we comply with the stringent regulotory stondords ond
legislotlon.

Cuslomer service ond sociql responsibilily
Sotisfying our customers ond creoting stokeholder volue remoin our cherished gools. As we look into the

future, our resolve is to remoin focused to ochieve these gools through securing odequote woter supply,
distribution copocity, reducing Non-Revenue Woter ond exponsion of our customer bose.
We ore olso exponding our sociol responsibility by providing our servlces to the low Income oreos
through construction of woter kiosks where woter is offordoble to oll residents of those oreos.
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Durlng the period, we received o woter bowser ond exhouster truck which hos extended services to our

customers.

Conclusion
We ocknowledge thot our compony ploys o moior role in the socio-economic development of our two

counties ond the country ot lorge. We sholl therefore continue to octively pursue strotegies oimed ot
increosing occess to sofe woter, improving the quolity of supply, services to our customers ond securing

our sustoinobility. Whh the commitment of our stoff, the guidonce of the boord, support of the

stokeholders ond the Government, we ore confident thot we sholl continue to sotisfy our customers'

expectotions.

Sign:

Elvis Mosigo
Ag. Monoging Direclor
3ld Morch 2O2l
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6. REVTEW OF THE COMPANY PERFOMANCE FOR FY 2Ol9l2O2O

Section 8l Subsection 2 (f) of the Public Finonce Monogement Act, 2O12 reqvires the occounting officer
to include in the finonciol stotement, o stotement of the notiono! government entity's performonce ogoinst
predeterm ined obiectives.
The Compony hos 5 strotegic pillors ond obiectives within its Stroteglc Plon for the FY 2017 to 2022.
These strotegic pillors ore os follows:
o) Exponsion of Woter ond Seweroge Coveroge
b) Reduction of Non Revenue Woter
c) Revenue Generotion ond Finonciol Sustoinobility
d) lnstitutionol Copocity Strengthening
e) lmprove Corporote lmoge ond Visibility

The Compony develops its onnuol work plons bosed on the obove 5 pillors. Assessment of the Boord's
performonce ogoinst its onnuol work plon is done on o quorterly bosls. The Compony's stotus of
performonce torgets set for the FY 2019/2020 period for its 5 strotegic plllors, Is indlcoted in the

diogrom below:

Pillor Obtecllve Acllvitier

Exponslon of woler ond
seweroge coveroge

lncreose woter coveroge from 4OYo to
70%obv 2022

Exponslon of woler supplles

Rehobllltotion of existlng woter lnfrostructure ond
plpeline network

lncreose overoge dolly woter productlon from
6,600m3/doy to 24,OOOm3 / doy
Servlclng of woter pumps

lncreose sewer coveroge f rom l07o to
50%

Expond exhouster servlces ln Klsll ond Nyomlro

Enhonce urbon poor sonltotlon progrommes for
low lncome oreos ln Klsll ond Nyomlro

Corry out preventlve molntenonce of the woste
woter treolment plont

Reductlon of Non-revenue
woter

Reductlon of physicol/lnfrostructurol
losses

Replocement of old dllopldoted llnes

Reductlon of commerclol losses (NRW
lrom 38oh to occeploble WASREB

levels) bv 2022

Used GIS ln mopping zones ond re-ollgnment of
dlstribution llnes

conllnued meterlng of consumers lor IOO%o

eff lclency

Revenue generotlon ond
flnonclol sustolnobllity

Dlverslfy Externol Sources of Fundlng
lo coler for copltol prolects

Approoch externol donors to boosl copltol
development

Formolion of o resource rnoblllzotlon commltlee

Expond lnternol Revenue Generollon
Sources

Engoge In slruclured lnternol lncome generorlon

Grow revenue from exhouster servlces ond woler
bowsers

To lmprove Bllllng efflclency ond
Revenue Collealon trom I 5%o to 1 OOoh

lmprove bllllng efflclency ond meter reodlng ond
copture

xlll
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lsensltlze customers on the need for timely ond
I

lprompt poyment

optlmum Stoff sotlsfocrlon ond lmprovement of employee copocity ondlnstlMlonol copoclly
strengthenlng

lnstitutlonol Systems Strengthenlng to
Enhonce Performonce

lstorred lnternol operotlonol policies, procedures

lond controls (Finonce, HR, ond Operotlons)

Embroce Good Governonce Proctices Istrengthen co

lgor"rnon..
poclty of the boord on corporotelmprove corporote imoge ond

visibility
lmproved Srokeholder Relotlons linirioted Stokeholder engogements ond

lcolloborotlons
lmproved Morketlng ond Corporote
Brondlng lDeveloned

o webslte
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7. CORPORATE GOVERNANCE STATEMENT
Tronsporency ond occountobility ore the two bosic tenets of Corporote Governonce. Gusil Woter ond
Sonitotlon Compony Ltd envlsions loylng the foundotion stone for good governonce. Responslble

corporote conduct Is Integrol to the woy we do our business. Our octlons ore governed by our volues ond
prlnciples, which ore reinforced ot oll levels within the Compony. We ore committed to dolng things the

right woy whlch meons toking business declslons ond octing in o woy thot is ethicol ond ls In complionce
wlth opplicoble legislotion.
Our Code of Buslness Prlnciples is on extenslon of our volues ond reflects our contlnued commitment to
ethlcol buslness proctlces ocross our operotions. We ocknowledge our indivlduol ond coJlectlve
responsibllitles to monoge our business octlvltles wlth integrity. Our Code of Business Principles Inspires us

to set stondords which not only meet oppllcoble legislotion but go beyond in mony oreos of our

functlonlng.
The Boord of Dlrectors ls responsible for ond committed to sound princlples of Corporote Governonce in

the Compony. The Boord ploys o cruclol role ln overseeing how the monogement serves the short ond long
term interests of shoreholders ond other stokeholders. Thls belief is reflected ln our governonce proctices,

under which we strive to mointoin on effective, Informed ond independent Boord.

THE BOARD OF DIRECTORS

The Boord of Dlrectors is entrusted with the ultimote responslbllity of the monogement, generol offolrs,
dlrection ond performonce of the Compony. The Compony ond hos been vested with requisite powers,
outhoritles ond dutles to sustqinobly ochieve its core mondote of Woter Servlce Provlslon. The

Monogement Committee of the Compony is heoded by the Monoging Director ond hos buslness /
functionol heods os ils members, whlch look ofter the monogement of the doy-to-doy offoirs of the

Compony.

Composilion
The Boord of our Compony hos o good mix of Executive ond Non-Executive Dlrectors with holf of the

Boord of the Compony comprising of lndependent Directors. As on dote of thls Report, the Boord conslsts

of ten Dlrectors comprlslng one Non-Executive Choirmon, Elght lndependent Directors ond One Executlve

Director who is the Monoging Director. The Boord Is constituted toking into occount Articles ond

Memorondum of Assoclotlon, dlverslty of skills, oge, volue odditlon, gender, ocodemlc quollflcotlons ond
experience necessory to help GusilWoter ond Sonitotion Compony ochleve lts gools ond obiectlves.
The compositlon of the Boord represents on optimol mix of professlonolism, knowledge ond experlence
ond enobles the Boord to dischorge its responsibillties ond provlde effectlve leodershlp to the buslness.

The positions of the Choirmon of the Boord ond the Monoging Dlrector of the Compony ore held by
seporote indivlduols, where the Choirmon of the Boord is o Non-Executive Director. None of the Dlrectors

of our Compony ore inter- reloted to eoch other.

Evoluotion
During the yeor under review, the Boord did not conduct o self-evoluotion exercise to gouge its

performonce. The evoluotion could hove ossessed the effectiveness of the Compony leodership giving
members on opportunily to reflect on their responsibilities.
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Compony's Corporole Governonce Conl'd

Work plon ond meelings
Dotes of Boord meetings in the ensuing yeor ore decided in odvonce ond scheduled in o work plon. The

Boord meets once o quorter or more when necessory to tronsoct Compony business.

Boord Meetings
The following onolysls gives o generol onolysis on the Boord of Dlrectors ottendonce.
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The Compony ovoids o situotion where oll Boord members retire ot the some time. ln order to ovoid this

situotion, two thirds of the Boord members other thon those from the County Governments, retire from

office by rototion every three yeors. The retiring members ore determined on the bosis of those who hove

served longest.
Boord Chorter
There wos no existing boord chorter during the yeor under review.

Funclions of The Boord of Direclors
I ) Before commencing business sign the code of ethics os circuloted by WASREB.

2l Hove o schedule of full boord meetings ot the end of every yeor for the next yeor.

3) Hove only one full boord meeting in every quorter.
4l Define the limits of outhority of the Monoging Director ond other top executives in o schedule of

duties.
5) Approve on onnuql budget in consultotion with the respective WSB in occordonce with the Service

Provision Agreement.
6) Devote sufficient time to their responsibilities.
7l Hove on opproved orgonizotionol structure ond odhere to the stoff efficiency rotio guideline of 8

stoff per 1,000 connections.

8) Hove o performonce monogemenl ond opproisol system in ploce.

9) Mop out communicotion strotegy for internol ond externol lioisons to include ot leost one public forum
in its oreo of supply.

l0) Define how the Boord will operote including:
I I ) Embork on bench morking with other WSPs to constontly monitor monogement performonce ond the

finonclol progress of the compony.
l2) Evoluote its own performonce ot leost once every yeor bosed on the Service Provision Agreement.
l3) Ensure thot the compony is properly monoged ond for the ottoinment of lowful obiectives.

l4) Ensure thot the compony's offoirs ore not monoged or conducted in o monner oppressive to ony of
its

I 5) Shoreholders or for f roudulent purposes.

l6) Ensure thot the compony complies with oll stotutory requirements, including directives issued by

Remunerolion
Directors ore entitled to sitting ollowonce for every meeting ottended, lunch ollowonce (occommodotion

ollowonce ond mileoge reimbursement where opplicoble), within set limits of Boord Minutes upon

opprovol by shoreholders in on Annuol Generol Meeting in occordonce ond within the opproved limits set

in the guidelines by the Government to oll stote corporotions. Furthermore, Choirmon is poid o monthly

honororium.
Accounlobility ond oudit
The Componies Act, 20'15 vests sole responsibility on Directors to prepore finonciol stotements for eoch

finonciol yeor thot give o true ond foir view of the stote of offoirs of the Compony. Director's
responsibility stems from the premise thot suitoble occounting policies ore consislently opplied supported
by reosonoble ond prudent iudgments ond estimotes on proper occounting records kept disclosing with

reosonoble occurocy the finonciol position of the Compony. Additionolly, opplicoble occounting

stondords which include lnternotionol Finonciol Reporting Stondords ond Relevont Lows of Kenyo, Woter
Act, Stote Corporotions Act, Public Finonciol Monogement Act, 20'12 omong others ore followed os well
os the duty to exercise core, skill ond diligence. To ochieve this, they hove o fiduciory duty to ensure

odequote internol control systems ore in ploce to sofeguord the ossets of the Compony ond to preyent

ond detect froud ond other irregulorities.
Di reclors' shoreholdi ng
None of the Directors owns Compony shores in their.individuol copocity.
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Ethicol slondqrds
The Compony works towords ensuring thot Directors ond stoff conduct themselves with lntegrity ond
professlonolism In occordonce with the Compony's Code of Ethics for employees ond the Dlrectors Code
of Conduct lssued by WASREB. These ore public stotements thot stipulote expecfotlons ond hold us

occountoble for our business conduct. Dlrectors ond oll employees ore required to reod, understond, sign

ond remoin bound by thelr provisions. The Compony lntends to corry out integrity oworeness, troining, rlsk

ossessments ond enforcement of corruption preventlon meosures. The Compony remoins open to recelving
comploints ond moking follow-ups on ollegotions ond coses of unethicol conduct. Obfectlve onolysis of
reported coses will be done ond opproprlote oction instituted to control ond mitlgote ony rlsk orislng.
The Compony continues to colloborote with externol portners to entrench o culture of ethlcs ond Integrity.

Communicotion with Stokeholders
The Compony volues ond moinloins good relotions with stokeholders os fostered through effective
communlcotion. Compony reports ore ovolloble on the Compony website ot www.gwosco.co.ke ond
shored ot the Annuol Generol Meeting with the shoreholders.

Boord Commiltees
The following stonding committees ossisted to effectively dischorge vorious business functions ond
responsibilities.
To enhonce corporote governonce, the Boord hos three committees nomely; Finonce, HR & Procurement,

Technicol ond Audit Committees. These stonding committees ossist the Compony to effectively dischorge
vorious business functions ond responsibilities. The committees submit reports of their octivities to the

Boord on o regulor.
Finonce, HR & Procuremenl Commiltee
The Finonce, HR & Procurement committee is responsible for ensuring thot the Compony's finonciol ond
odministrotive policies ore odequote ond hos the right stoff, ot the right ploce ond doing the right thing

ot the right time for the right course. The committee is olso responsible for reviewing the Compony's
onnuol budget ond quorterly finonciol reports. They olso colloborote with Technicol Committee in

reviewing the viobility of the Compony's new proiects.

Technico! Commillee of the Boord
The committee is responsible for strotegic plonning, explorotion of opportunities ond developing
proposols for funding ond investment progroms for the Compony. This committee hos overslght
responsibility of ensuring thot Compony is complying with the ogreements slgned between it ond the

finonciers. lt olso ensures thot there is odequote osset development, mointenonce ond lnfrostructure
improvement to ensure sustoinobility of oll woter infrostructures.
Audit Commitlee
The committee comprises three non-executive directors ond regulorly invites lnternol Audit Monoger to its
meetings. The lnternol Audit Monoger of the Compony is the Secrelory of the Committee. The committee

is chorged with the responsibility of ensuring odequote operoting ond control process ore opplied to
sofeguord the Compony ossets by reviewing internol Controls Meosures of the Compony ond
recommends opproprlote remediol oction where necessory. The committee olso reviews oll oreos of rlsk

ond weoknesses in the Compony ond considers lnternol Audit reports. They olso ensure thot opproprlote
oction is token on the recommendotions of both lnternol ond externol Auditors.

xlx

All shoreholders ore entltled to ottend ond vote ot the AGM for which notlce is publlshed ot leost 2l
colendqr doys before the meeting. Stokeholders ore olso given on opportunlty to osk questlons or seek

clorificotlon on ony motter relotlng to Compony business durlng the AGM. ln odditlon, the Compony
molntolns on open-door policy ond stokeholders hove dlrect occess to the Monoging Dlrector.



For the yeo r ended June 30, 202O

8. MANAGEMENT DISCUSSION AND ANALYSIS

The finonclol stotements comprlse two components:

o) Flnonciolstotements
b) Notes to the flnonciol stotements

As port of the finonciol stotements, included ore the stotement of finonciol position, stotement of
comprehenstve income, stotement of chonges in equity ond the stotement of cosh flows

Results of operotions ore recorded using occruol bosis of occounting whereby tronsoctions ore reported

when underlying events occur regordless of the timing of cosh flows. ln this regord, revenues ond

expenses ore reported in these finonciol stotements for some ltems thot will result in cosh flows in future

fiscol periods which include occounts receivoble ond occounts poyoble.

The stotements of cosh flows present the flow of cosh ond cosh equivolents during the lost two fiscol yeors.

The notes to the finonclol stotements provide odditionol informotion thot is essentiol to the full

understonding of the doto provided in these finonclol stotements.

Finoncio! ond operolionol review
During the yeor,the compony's revenue improved by l2% from Shs. 114.8 million in the finonciol yeor

2O18/2019 to Shs 129.1 million in the finonciolyeor 2019/2O2O. The increose con be ottributed to the

increose in Regulor Toriff Adiustment regime thot is oimed ot improved sustoinobility. However, our net

loss wos Shs (21 ,725,8OO1up from (6,304,200)the previous yeor occosioned by the increose in costs of
production monifested by the increose in chemicol, electricity ond other operotionol costs despite

improved revenue.

Service to lhe Poor Selllemenls
ln line with our sociol mondote of providing services to the less privileged, the GWASCO continued

Implementing the pro-poor interventions oimed ot improving the llves of the people living in the urbon
poor settlements. Activities reloted to this included the construction of Sofison toilets through funding from

Woter Servlces Trust Fund, In the oreos covering Nyonchwo ond Nubio oreos

lnveslmenl Performqnce
Key omong the proiects undertoken during the yeor wos the completion of extension of the woter intokes

ot Nyomiro ond Kegoti treotment works. These ore owoiting commissioning .The proiect wos oimed ot
oddressing the woter production chollenges ossocioted with the deterioroting row woter quolity in the

treotment process ond ot the row woter lntoke. These proiects were finonced through o concessionory

loon ond gront from the Kfw.

Other pro[ects undertoken during the yeor included; rehobilitotion works in New Kisii woter Supply ond
Seweroge systems ond the Compony undertook some key restructuring ond enhoncement of the network
in Kisii, plus the replocement of some of the electro-mechonicol equipment ot the woter works. These were
oimed ot reversing the woter shorfoges being experienced in some ports of the Kisii Town

We hove comprehensive systems of internol control ond risk monogement ond we monitor their
effectiveness regulorly in complionce with the principles of our corporote governonce code. This risk

monogement fromework is olso closely linked to the woy we monitor ond meosure our performonce ond
complionce with our stotutory obligotions ond commitments which is subiect to externol ossuronce by third
porties. This ensures thot the boord ond the oudit ond risk committee review oll moteriol controls including

finonciol, operotionol ond complionce controls.

The oudit ond risk committee monilors the effectiveness of our systems of risk monogement ond internol
controls on on ongoing bosis.
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Risk: Woler resources ond climqle chonge
Risks descriptlon: Foilure to develop our infrostructure, to improve its resilience ond to monoge demond
would meon thot we would not be oble to meet our stotutory dutles ond meet future demond. Cllmote
chonge will increose instonces of severe flooding ond drought which con offect the ovoilobility of
resources ond the operotlon of our infrostructure.
Mitigotlon: We operote ln on oreo of serlous woter stress ond monoge demond through our metering
progromme. We hove olso consistently endeovoured to meet our NRW torgets. Our Woter Resources

Monogement Plon is developed to toke occount of opportunities for cooperotlon between WASREB ond
WARMA.

Risk: Regulotory ond legol compliqnce
Risks descrlption: Our buslness operotes within o specific legislotlve ond regulotory fromework ond mony
of our octivities hove on Impoct on the environment. Foilure to ensure complionce with regulotory ond
leglslotive requirements moy leod to criminol ond civil liobllity, regulotory enforcement octlons ond
dlsruptlon to the business ond loss of monogement time. lt will olso offect the perceptlon of GWASCO by
customers, regulotors ond others with o stoke in our business. Mltlgotlon: We hove o wlde ronge of
policles, processes ond controls to ensure thot we meet our dutles ond obligotions. We olso monitor
complionce with our stotutory obllgotions for the purpose of reportlng on our performonce ond for the
purpose of our compllonce. We review onnuolly compllonce performonce ond processes with the relevont
deportment. We monltor chonges to compllonce requlrements in order to odopt our processes ond
policles when requlred.

Risk: Security ond informqlion securily
Rlsks descrlption: The security ond resillence of our lnformotion infrostructure is essentiol to mointoin our
service to the publlc We must protect ourselves from loss of doto ond systems, ond cyber-ottocks ond
keep customers' doto up-to-dote ond sofe. Foilure to protect personol doto moy leod to enforcement
octions ond legol octlons ond would couse reputotionol domoge. Loss or corruptlon of doto would result

in disruption to the business ond odditlonol costs.

These finonclol stotements ore designed to provlde o generol overview of the compony's flnonces.

Questions regordlng ony informotlon provlded in this report or requests for odditionol informotion should

be oddressed to the Monoging Director.
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9. CORPORATE SOCTAL RESPONS!BtUTY STATEMENT/SUSTAINABIUTY REPORTING

The core volues ore the fundomentol principles thot gulde the behovlor of every Person or entity working

with GWASCO. They should be procticed ond embroced to creote the orgonizotionol culture to drive

GWASCO's vision. The core volues guiding GWASCO ore:
. Customer focus
. lntegrity
. Gender Responsive
. Professionolism
. Teom work
. lnnovotion

Gusii Woter ond Sonitotion Compony Ltd exists to tronsform lives. This is our purpose; the driving force

behind everything we do. lt's whot guides us to deliver our strotegy, which is founded on XXX pillors:

focusing on our Customer first, delivering relioble woter ond sonitotion services, ond improving

operotionol sustoinobility. Below is o brief highlight of our ochievements in eoch pillor

l. Sustoinobility slrotegy ond profile -

The Compony os on ogency hos been oble to Monoge woter devolved to the County Government

ofter tronsitlon from Notionol Government. lt's now under the ownership of two County

Governments of Klsil ond Nyomiro. This hos offered o wide coveroge oreo providing potentlol
for more customers. Cross-county ownership, however, poses o rlsk of misunderstonding on

distribution of woter ond seweroge servlces ond structure of governonce ond supervision.

High cost of production involving electricity poses o greot mocroeconomic chollenge. This led to:

Cost recovery chollenges, reduced reyenue, Disruption of woter services due to frequent
disconnections ond power fluctuotions. The Compony opplied to the regulotor for tondem
odiustments of woter toriff by WASREB

l. Environmenlol performonce

The Compony could not sustoinobly monoge solid/liquid v/oste ond this wos further compounded
by sewer leokoges. Further it wos foced with cotchment degrodotion through humon octivity such

os deforestotion ond encroochment of woter sources ond Climote chonge ond environmentol
degrodotion. This led to compromised woter quolity, high turbidity/ siltotion, reduced woter
levels ond sources, destruction of wetlonds, woter sources ore threotened by reduction in woter
bose, ond flow due to prolonged dry spells ond unpredictoble roins. To mitigote on this, the

Compony hos endeovoured to public oworeness on proper woste monogement. lobby for
environmentol protection, ond odopt climote chonge odoptotion ond coping mechonisms

l. Employee welfore
The compony hos on existing humon resources policy guiding hiring processes. lt is in the process

of developing policy on sofety ond complionce os per Occupotionol Sofety ond Heolth Act of
2OO7, (OSHA) which it hos subscribed with.

2. Morket ploce proclices-
o) Responsible compefifion proclice.
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The compony odheres to responsible competitlon proctlce by steerlng off corrupt proctlces. Being
owore of the polltlcol envlronment we operote ln, we dlrect our energy ond efforts towords
sustoinobly meetlng customer expectotions.
b) Responsible Supply choin ond supplier relofions-
The occounts poyoble hove remoined relotively high. Despite thls, the Compony hos negotioted
with suppllers ond estobllshed o poyment plon to reduce the omount owed to suppllers.
c) Responsible morketing ond odvertisemenl
The compony odheres to responsible morketing ond odvertisement proctlces in its operotions in

creotlng oworeness of lts products to customers.
d) Producl sfewordship - outline effods lo sofeguord consumer rights ond inleresfs
Every consumer hos o constltutlonol right of occess to sofe ond potoble woter. The Compony ls

under obllgotion to meet this requlrement ond hos endeovored to do so.

3. Community Engcgemenls-
We encouroge ollemployees to stoy engoged wlth the community. We offer to poy leove to our
employees if they wlsh to get involved ln chorlty work during business hours.
The Compony hos entered into o portnershlp wlth leorning lnstitutlons who ploy o role in teoching
primory, secondory schools, colleges ond university students how woter, woste woter ond
sonitotion services ore treoted, supplied ond why it is such is on importont port of our lives.

Gusli Woter olso sponsor mony regionol ASK business excellence owords, Country Choritles ond
envlronmentol octivltles through our portnerships wlth vorlous stokeholders.
Over the yeors GWASCO Ltd. hos hod the pride on its regulor contribution towords community
regenerotlon octlvltles. We hove continued thls long-stondlng trodltion of provldlng the
communities with high quolity ond offordoble Woter ond Sonitotlon Servlces. Withln the post
yeors, we concentroted on the Improvement of the infrostructure ond mode substontlol
contrlbutlons towords the constructlon ond mslntenonce of woter ond Sewer networks in our oreos
of our Jurisdiction ond promoted sonltotlon. These hove surely controlled to o lower level dlseoses
coused by contomlnoted woter.
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TO. REPORT OF THE DIRECTORS

The Directors submit their report together with the oudited finonciql stotements for the yeor ended June

30, 2O2O which show the stote of the Compony's offoirs.

Principol oclivities

The principol octivities of the entity ore provision of woter ond seweroge services.

Results

The results of the entity for the yeor ended June 30, 2O2O ore set out on poge I to 54. Below is summory

of the profit or loss mode during the yeor.

Dividends

Subiect to the opprovol of the shoreholders, the Directors do not recommend the poyment of ony

dividend for the yeor.

Direclors

The members of the Boord of Directors who served during the yeor ore shown on poge (iii).

Auditors

The Auditor Generol is responsible for the stotutory oudit of the Compony in occordonce with Article 229
of the Constitution of Kenyo ond the Public Audit Act 2015 for the yeor/period ended June 30, 2O2O ln

occordonce to section 23 of the Public Audit Act, 2015 which empowers the Audltor Generol to oppoint
on ouditor to oudit on his beholf.

By Order of the Boord

Elvis Mosigo
Ag. Monoging Director
3Id Morch 2021
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I I. STATEMENT OF DIRECTORS' RESPONSIBITITIES

Section 8 I of the Public Finonce Monogement Act, 2O'12 ond section I 4 of the Stote Corporotlons Act, the
Componies Act, ond the Woter Act requlre the Directors to prepore flnonciol stotements In respect of the
Compony, which glve o true ond folr vlew of the stote of offoirs of the Compony ot the end of the
flnonciol yeorfperlod ond the operotlng results of the Compony. The Dlrectors ore olso required to
ensure thot the Compony keeps proper occounting records whlch dlsclose with reosonoble occurocy the
flnonciol posltlon of the Compony. The Dlrectors ore olso responsible for sofeguording the ossets of the
Compony.

The Directors ore responsible for the preporotion ond presentotion of the Compony's flnonciol stotements,

which give o true ond foir vlew of the stote of offoirs of the Compony for ond os ot the end of the finonciol
yeor (period) ended on June 30, 2020. This responsibility includes: (i) molntolnlng odequote finonclol
monogement orrongements ond ensurlng thot these continue to be effective throughout the reporting
perlod; (ii) molntoining proper occountlng records, which dlsclose wlth reosonoble occurocy ot ony tlme
the flnonclol posltlon of the entlty; (ill) designing, implementing ond mointoining lnternol controls relevont
to the preporotlon ond foir presentotion of the flnonciol stotements, ond ensurlng thot they ore free from
moterlol misstotements, whether due to error or froud; (lv) sofeguording the ossets of the Compony; (v)

seledlng ond opplylng oppropriote occounting pollcles; ond (vi) moklng occounting estlmotes thot ore
reosonoble ln the clrcumstonces.

Ihe Directors occept responsibility for the Compony flnonciol stotements, whlch hove been prepored uslng

opproprlote occounting pollcles supported by reosonoble ond prudent iudgement ond estlmotes, ln

conformity with lntemotionol Flnonclol Reportlng Stondords (IFRS), ond ln the monner required by the PFM Act,
2O12,the Compony Act ond the Stote Corporotions Act. The Directors ore of the oplnlon thot the Compony's
finonclol stotements give o true ond foir view of the stote of Compony's tronsoctlons during the finonciol yeor
ended June 30, 2O2O, ond of the Compony's finonclol position os ot thot dote. Ihe Dlrectors further conflrm
the completeness of the occounting records mointoined for the Compony, which hove been relled upon in the
preporotion of the Compony's finonclol stotements os well os the odequocy of the syslems of intemol
finonclol control.

Going Concern
The flnonclol stotements hove been prepored on o going concern bosis. Nothing hos come to the ottention of
the Directors to indicote thot the Compony will not remoin o going concern for ot leost the next twelve months

from the dote of these finonciol stotements.
As ot 30 Jvne 2020, the stotement of finonclol position reflected on excess of current llobilitles over Grrrent

ossets. The worklng copitol deficit wos primorily coused by the weok credit ond collectlon pollcies. Moreover,
during the finonciol yeor ended 30 June 2O2O the Compony experienced operoting losses of {.21,725,8OO1,
(2019: loss (6,304,200)). Ihk extremely dlsoppolnting performonce reflected the continued difflcult trodlng
condltlons suffered by the Compony demond monogement ond servlce oreo coveroge coused by the
increosed levelof Non-Revenue Woter in the dlstribution system. The continuing viobillty of the Compony ond
its obility to contlnue os o going concern Is dependent upon the Compony being successful ln lts continulng
efforts in growlng its revenue bose ond/or occessing odditionol sources of copitol from finonclers.
The dlrectors ore sotlsfied thot the Compony is oble to meet its working copitol llobllltles through the normol
cycllcol noture of receipts ond poyments.
The Compony hos successfully exponded its revenue bose by seorring o molor loon through the Government
of Kenyo for exponslon works ot Klsii ond Nyomiro whlch will hove odditlonol net cosh inflows.
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Consequently, the directors hove prooctively sought to oddress the deficiency in net current ossets ond

improved cosh performonce vio the following initiotives:

o) Continued focts on debtors invoice collectlons, keeping inventory levels ot o minimum; ond

b) Continued focus on cost monogement ond contoinment ln oll oreos of business.

As o result of the obove motters, the dlrectors ore of the vlew thot the Compony will continue os o going

concern ond, therefore, will reolize its ossets ond liobilities ond commltments in the normol course of business

ond ot the omounts stoted in the finonciol slotements. The dlrectors remoin confident obout the successful

ochievement of proiected income torgets ond therefore no odiustments hove been mode to these finonciol

stotements reloting to the recoverobility ond clossificotion of the osset corrying omounts.

The directors believe thot the Compony will be successful in the obove motters ond, occordingly, hove

prepored the finonciol stotements on o going concern bosis.

Approvo! of the finonciol slolemenls

The Compony's finonciol stotements were opproved by the Boord on 3ln Morch 2021 ond signed on its

beholf by:

Sign:Sign:

Itl r
-?Mm,'.^t'

Ag. Monoging Direclor
3l't Morch 2O2l

Choirmon
3l'r Morch 2O2I
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REPUBLIC OF KENYA

OFFICE OF THE AUDITOR-GENERAI

E n hanc ing A c countabi lity

HEADqUARTERS
Anniversary Towers

Monrovia Street
P.O. Box loo84-oo1oo

NAIROBI

REPORT OF THE AUDITOR.GENERAL ON GUSII WATER AND SANITATION
COMPANY LIMITED FOR THE YEAR ENDED 30 JUNE, 2O2O

REPORT ON THE FINANCIAL STATEMENTS

Adverse Opinion

I have audited the accompanying financial statements of Gusii Water and Sanitation
Company Limited set out on pages 1 to 41, which comprise the statement of financial
position as at 30 June, 2020, and the statement of profit or loss and other comprehensive
income, statement of changes in equity, statement of cash flows and statement of
comparison of budget and actual amounts for the year then ended, and a summary of
significant accounting policies and other explanatory information in accordance with the
provisions of Article 229 of the Constitution of Kenya and Section 35 of the Public Audit
Act, 2015. I have obtained all the information and explanations which, to the best of my
knowledge and belief, were necessary for the purpose of the audit.

ln my opinion, because of the significant of the matters discussed in the Basis for Adverse
Opinion section of my report, the financial statements do not present fairly, the financial
position of the Gusii Water and Sanitation Company Limited as at 30 June, 2020, and of
its financial performance and its cash flows for the year then ended, in accordance with
lnternational Financial Reporting Standards and do not comply with the Companies Act,
2015 and the Public Finance Management Act, 2012.

Basis for Adverse Opinion

1. Variances in Opening Balances

The following comparative figures in the statement of changes in equity differed with the
financial year 201812019 audited financial statements figures as follows:

No reconciliations or explanations were provided for the variances.

Component

Closing Audited Balances in
Financial Statement for

201812019
(Kshs.)

Opening Balance in
2019t2020

Financial Statement
(Kshs.)

Variance
(Kshs.)

Retained Earnings/
(Accumulated Deficit)

11,772,500 16,016,700 4,244,200

Reserves 62,809,200 67,053,200 4,244,200

Report of the Auditor-General on Gusii ll/ater and Sanitation Company Limitedfor the year ended 30 June, 2020



Consequently, the accuracy and completeness of the retained earnings and reserves
could not be confirmed.

2. Variance in Transport and Lunch Expense

Note 1 1 to the financial statements reflects administrative cost of Kshs.60,102,300 which
includes Kshs.1,002,600 in respect of transport and lunch which differs with the ledger
balance of Kshs.1,073,000 resulting to unreconciled variance of Kshs.70,400.

Consequently, the accuracy, validity and completeness of Kshs.1,002,600 for the year
ended 30 June, 2020 could not be confirmed.

2.1 Variance in Secretarial Services

Note 1 1 to the financial statement reflects administration cost of Kshs.60,102,300 which
includes Kshs.390,600 in respect of secretarial services which differs with the ledgers
balance of Kshs.445,000 resulting to unreconciled variance of Kshs.54,400.

Consequently, the accuracy, validity and completeness of administration costs of
Kshs.60,102,300 for the year ended 30 June , 2020 could not be confirmed.

2.2 Variance in Consumables

Note 1 1 to the financial statement reflects administrative cost of Kshs.60,102,300 which
includes Kshs.403,800 in respect of consumables which differs with the ledgers balance
of Kshs.365,800 leading to unreconciled variance of Kshs.38,000.

Consequently, the accuracy, validity and completeness of Kshs.403,800 for the year
ended 30 June, 2020 could not be confirmed.

3. Unsupported Cash and Cash Equivalents

Note 18 to the financial statement reflects cash and bank balances figure of
Kshs.2,147,300 out of which Kshs.526,900 relates to Kenya Commercial Bank account
which differs with the cash book bank balance of Kshs.466,100 resulting to unsupported
balance of Kshs.60,800. Further, the cashbook reflects cash in hand balance of
Kshs.6,700,237 which was not incorporated in the bank and cash balances of
Kshs.2,147,300 reflected in the financial statements. Further, the cash books for Kenya
Commercial Bank and M-Pesa account were not provided for audit review.

Consequently, the accuracy, validity and completeness of cash and cash equivalents of
Kshs.2,147,300 as at 30 June, 2020 could not be confirmed.

4. Variance in Trade and Other Payables

Note 23 to the statement of financial statement reflects trade and other payables figure
of Kshs.71 ,311,100 comprising of trade payables of Kshs.37,358,300 and other payables
of Kshs.33,952,800. However, the general ledger reflects balances Kshs.36,666,600 and
Kshs.32,439,000 for trade payables and other payables respectively resulting to
unreconciled and unexplained variance of Kshs.691 ,700 and Kshs.1 ,513,800
respectively.

Report of the Auditor-General on Gusii ll/ater and Sanitation Company Limitedfor the year ended 30 June, 2020
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Consequently, the accuracy, validity and completeness of trade and other payables figure
of Kshs.71 ,311,100 as at 30 June, 2020 could not be confirmed.

5. Unreconciled Agency Account

Note 2A@) to the statement of financial statement reflects agency account of
Kshs.40,904,200 which includes Kshs.2O,855,100 for Lake Victoria South Water Service
Board in respect of outstanding Special Purpose Account(SPA) Fee payable. However,
supporting schedule reflected outstanding SPA Fee payable amount of Kshs.29,366,100
resulting to unreconciled or explained balance of Kshs.8,511,000.

Consequently, the accuracy, validity and completeness of Kshs.40,904,200 as at
30 June, 2020 could not be confirmed.

6. Understated Trade and Other Receivables

Note 17 to the statement of financial statement reflects trade and other receivables of
Kshs.108,879,800 after provision for doubtful debts of Kshs. 12,097 ,700 (10%). However,
an aged listing of trade receivables provided for audit review reflects a balance of
Kshs.127,738,805 which when subjected to 10o/o provision of doubtful debts totals to
Kshs.12,773,881 resulting into net trade and another receivable of Kshs.114,964,924.

Consequently, the accuracy, validity and completeness of the trade and other receivables
figure of Kshs.108,879,800 as at 30 June, 2020 could not be ascertained.

7. Variances in Statement of Cash Flows

Note 28 to the financial statements reflects cash generated from (used in) operations
figure of Kshs.5,340,500 which differs with Kshs.6,408,700 reflected in the statement of
cash flows resulting to unreconciled and explained variance of Kshs.1,068,200.

Further, the cash flows reconciliation in Note 28 reflects no provision for bad and doubtful
debts as a reconciling item.

Consequently, the accuracy, validity and completeness of the statement of cash flows
balance of Kshs.2,147,300 for the year ended 30 June,2020 could not be confirmed.

8. Unreconciled Statement of Comparison of Budget and Actual Amounts

The statement of comparison of budget and actual amounts reflects final budget total
income figure of Kshs.252,825,074 while the re-casted figure reflects Kshs.265,394,815
leading to unreconciled figure of Kshs.12,569,741. Further, the statement does not reflect
the original budget and adjustments amounts as required by the Public Sector Accounting
Standards Board.

Consequently, the accuracy and completeness of the statement of comparison of budget
and actual amounts for the year ended 30 June , 2020 could not be confirmed.

9. Variance in Share Capital

The share capital of the Company is Kshs.100,000 which is divided into 20,000 ordinary
shares of Kshs.S each. The shares as per the business registration service in the office
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of the Attorney General and Department of Justice still reflect that the Company is owned
by the defunct LocalAuthorities as shown below:

Defunct Loca! Authorities Shares
Municipal Council of Kisii 1411
Gusii County Council 509
Gucha County Council 267
Suneka Town Council 285
Nyamira County Council 249
Nyamira Town Council 633
Keroka Town Council 423
Tabaka Town Council 299
OgemboTown Council 305
IMasimbaTown Council 305
NyasiongoTown Council 547
Total 5,233

The shares as per the business registration service in the office of the Attorney General
and Department of Justice shares reflects 5,233 shares which differs with the financial
statement of 20,000 leading to unreconciled and unexplained variance of 14,767 shares.
Further, the Directors listed in the business registration differ with those disclosed in the
financial statement for the ended 30 June, 2020.

Also, the shares had not been transferred and paid for by the two County Governments
of Nyamira and Kisii as expected.

Consequently, the ownership, accuracy, validity and completeness of the issued capital
of Kshs.100,000 as at 30 June, 2020 could not be confirmed.

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of the Gusii Water and Sanitation Company
Limited Management in accordance with ISSAI 130 on Code of Ethics. I have fulfilled
other ethical responsibilities in accordance with the ISSAI and in accordance with other
ethical requirements applicable to performing audits of financial statements in Kenya. I

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

Material Uncertainty in Relation to Going Concern

The statement of profit and loss and other comprehensive income reflects an operating
loss of Kshs.21,725,800 during the year ended 30 June, 2020 (201g: a loss of
Kshs.6,304,300). The operating loss continued to deplete the retained earnings from
negative Kshs.16,016,600 as at 30 June, 2019 to negative Kshs.37,742,400 as at
30 June, 2020. Further the current liabilities for the year under review amounted to
Kshs.112,215,300 while the current assets for the same period amounted to
Kshs.111,705,900 resulting to a negative working capital of Kshs.509,400 demonstrating
that the Company is unable to meet its financial obligations as and when they fall due.

Reporl of the Auditor-General on Gusii Ll/ater and Sanitation Company Limitedfor the year ended 30 June, 2020
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This state of affairs is indicative of an acute financial challenge facing the Company which
raises significant doubts on its ability to operate as a going concern.

The Company is therefore technically insolvent and its continued existence as a going
concern is dependent upon the financial support from its creditors and the Government.

tvly opinion is not modified in respect of this matter.

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

Budgetary Gontrol and Performance

The statement of comparison of budget and actual amounts for the year under review
reflects total budgeted receipts of Kshs.252,825,074 and actual revenue of
Kshs.155,452,400 resulting to an under-funding of Kshs.97,372,674 or 39o/o. Similarly,
the statement reflects approved final budgeted expenditure of Kshs.252,825,073 and
actual expenditures of Kshs.177,178,200 resulting to under absorption of
Kshs.75,646,873 or 30 o/o.The underfunding and underperformance affected the planned
activities and may have impacted negatively on service delivery to the stakeholders.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE
RESOURCES

OF PUBLIC

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the matters described under Basis for Conclusion on LaMulness
and Effectiveness in Use of Public Resources sections of my report, I confirm that, nothing
else has come to my attention to cause me to believe that public resources have not been
applied lavufully and in an effective way.

Basis for Conclusion

1. Over Expenditure in Staff Gosts

The financial statements reflects production staff salaries and wages of Kshs.45,973,800
and administration staff costs of Kshs.39,547,000, as disclosed in Notes 7 and 11

respectively. However, the total revenue during the year was Kshs.129,112,400 and
therefore, the expenditure of Kshs.85,520,800 on compensation of employees (salaries,
benefits and allowances) during the year constituted about 66% of the total revenue. This
is contrary to the provisions of regulation 25(1)(b) of the Public Finance Management
(County Governments) Regulations, 2015 which by implication limits the expenditure on
compensation of employees of the Company to a maximum of 35o/o of the total annual
revenue.

Report of the Auditor-General on Gusii Water and Sanitation Company Limitedfor the year ended 30 June, 2020
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Consequently, the Management is in breach of the Law

2. lrregular Administrative Costs

The financial statement reflects administration cost of Kshs.60,102,300 as disclosed in
Note 11 which includes Kshs.4,609,300 in respect of directors emolument .Review of the
board of directors minutes revealed that, three (3) out of five (5) full board meetings were
held in the same (fourth) quarter against the guideline 4.1 .3 of the company's Corporate-
Governance which states that the Board of Directors shall have only one full board
meeting in every quarter. Sitting allowances amounting to Kshs.196,000 were thereby
irregularly drawn.

Consequently, the validity and value for money of Kshs.60,102,300 for the year ended
30 June, 2020 could not be confirmed.

3. Non-Remittance of Statutory Deductions

The financial statements reflects trade and other payables figure of Kshs.71 ,311,100 as
disclosed in Note 23 includes other payables of Kshs.33,952,800 out of which
Kshs.14,679,388 is in respect of pension and provident funds. However, the amount had
not been remitted to the various pension/provident bodies contrary to Section 53 A(1) of
the Retirement Benefits Authority Act 2012 which requires the employer to remit the
deduction within fifteen(15) days of the deduction.

Consequently, the Management is in breach of the Law.

4. Staff Recruited without Advertisement

The financial statements reflects production staff salaries and wages of Kshs.45,973,800
and administration staff costs of Kshs.39,547,000, respectively as disclosed in Note 7
and 1 1(a). Review of the staff recruitment revealed that the following positions were filled
without advertisement namely Commercial officer (2 posts), ICT Officer (1 post) lnternal
Auditor (1 post), Assistant Technical and (1 post) Manager GIS Officer (1 post) contrary
to Section 3.2.2 of the Gusii Water Human Resource Policies and Procedure Manual
which requires that a vacant post is advertised both internally and externally in order to
attract the most suitable candidate.

Consequently, the Management is in breach of the regulations.

5. lrregular Staff Ethnic Composition

Disclosed in Notes 7 and 1 1(b) to the financial statements are production staff salaries
and wages of Kshs.4s,973,800 and administration staff costs of Kshs.39,547,000,
respectively. A review of the of personnel records reflected that Company had a staff
composition of 139 out of which 134 or 96% comprises of members from the dominant
community in the county, contrary to Section 65(1) of the County Government Act, 2012
which require that at least thirty percent of the vacant post at entry level are filled by
candidates who are not from the dominant ethnic community in the County.

Consequently, the Management is in breach of the Law.

Report of the Auditor-General on Gusii llater and Sanitation Company Limitedfor the yeor ended 30 June, 2020
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6. Exceeded Non-Revenue Water (NRW)

Note 6 to the financial statement reflects revenue of Kshs.129,112,400 which include
Kshs.75,836,500 which represents the income from water sales during the year.
However, a review of the billing system revealed that the Company produced 2,271,885
cubic meters (M3) of water out of which only 1,033,526 cubic meters were billed to
customers. The balance of 1,238,359 cubic meters or approximately 55% of the volume
represents the Non-Revenue Water (NRW), which is 30% over and above the allowable
loss of 25o/o in accordance with the Water Services Regulatory Board Guidelines, 2010.
The NRW of 1,238,359 m3 may have resulted in loss of sales estimated at
Kshs.90,866,425 at the average rate of Kshs.73.38 per m3. This is also an indication of
lack efficiency and effectiveness in the use of public resources. No evidence was provided
for efforts by the Company to address the situation.

ln the circumstances, the NRW above 30% above the allowable limit may negatively
impact on the Company's profitability and its long-term sustainability

The audit was conducted in accordance with ISSAI 4000. The standard requires that I

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

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

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

Basis for Gonclusion

Lack of Risk Management Policy Framework

A review of the internal controls revealed that the Company does not have in place risk
management policy framework to ensure that all operations are performed within the
approved risk tolerance levels. There was no documented disaster recovery plan to deal
with loss of data or information in case of systems failures to protect the lT infrastructure
in the event of a disaster. Further, there is no assurance on the effectiveness of Risk
Management process as required by the provisions of Section 158(1) of Public Finance
Management (County Governments) Regulations, 201 5.

ln the circumstance, the security and reliability of the company data including the
Management lnformation Systems could not be confirmed..
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7



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

REPORT ON LEGAL AND REGULATORY REQUIREMENTS

As required by the Kenyan Companies Act, 20151 report based on my audit, that:

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

ii. in my opinion, proper books of account have not been kept by the Company, so
far as appears from the examination of those books;

iii. The Company's statements of financial position and statement of profit or loss and
other comprehensive income are not in agreement with the books of account; and

iv. ln my opinion, the information given in the report of the Directors on pages xxiv
and xxvi is not consistent with the financial statements.

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 the 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.

ln preparing the financial statements, the 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 applicable basis of accounting unless
Management is are aware of the intention to liquidate the Company or to cease
operations.

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

ln addition to the responsibility for the preparation and presentation of the financial
statements described above, Management are 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 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

Report of the Auditor-General on Gusii ll/ater and Sanitation Company Limitedfor the year ended 30 June, 2020
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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 lSSAls 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.

ln 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 lSSAls. 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
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
policies and procedures may deteriorate.

As part of an audit conducted in accordance with lSSAls, I exercise professional
judgement and maintain professional skepticism throughout the audit. ! also:

ldentify 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

a
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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 use of the applicable 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. lf I conclude that a material uncertainty exists,
I 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 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.

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

o Perform such other procedures as I consider necessary in the circumstances.

I 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.

I also provide Management with a statement that I 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 , GBS
AUDITOR-GENERAL

Nairobi

11 February, 2022
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I3. STATEMENT OF PROFTT OR TOSS AND OTHER COMPREHENSTVE INCOME FOR THE YEAR
ENDED 30 JUNE 2O2O

REVENUES

Revenue

Production Costs

Gross profit

Gronts from the County Government

ln-Kind Contributions

Other lncome
TOTAT REVENUES

OPERATING EXPENSES

Administrotion Costs

Operotionol Costs

Finonce Costs

Depreciotion

Amortizotion of lntongible Assets
Provision for doubtful debts

TOTAT OPERATING EXPENSES

PROFTT/(| OSS) BEFORE TAXATTON

rNcoME TAX EXPENSE/(CREDtT)

PROFTT/(LOSS) AFTER TAXATTON

OTHER COMPREHENSIVE !NCOME
Foir volue through comprehensive income
Surplus or deficit on revoluotion of ppE

TOTAL COMPREHENSIVE INco,vIE FoR THE YEAR

24,875,3OO 5,839,600

Note

6

7

r0

lt
12

r3

14

l5
17

zotel2O2O

Kshs

129,112,4OO

(104,237,10O)

zot8l20t9
Kshs

114,907,9OO

(108,969,3O0)

8

9

20,016,100

275,600
6,049,300

33,962,400
4g6,000

15,705,2OO

5t,2t 5,300 55,992,200

60,'102,300

6,409,000

295,900

3,767,600

100,400

2,266,OOO

50,934,900
5,907,600

273,2O0

3,6gg,l o0
150,500

1,431,3O0

72,941,lOO 62,296,500

(2t,725,gOOl (6,304,300)

0

(2l,725,gOOl (6,304,300)

(2t,725,gOOl (6,304,300)

0

0

0

0
0
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Gusii Woter ond Sqnitotion Compony Ltd

Annuol Reports ond Finonciol Stotemenls
For the yeor ended June 30, 2020

14. STATEMENT OF FINANCIAT POSITION AS AT 30 JUNE 2O2O

Nole

ASSETS

Non-Current Assels

Property, plont ond equlpment

Copitol Work in Progress

lntongible ossets

Totol Non-Currenl Assels

Currenl Assels

lnventories

Trode ond other receivobles

Bonk ond cosh bolonces

Tolol Currenl Assels

Totol Assets

EQUITY AND TIABIL!T!ES

Copitolond Reserves

Ordinory shore copilol

Retoined eornings

Copitol reserves

Copitol qnd Reserves

Currenl Iiobilities
Trode ond other poyobles

Agency Account

Tolol Currenl Liqbililies

TOTAL EOUITY AND TIABILITIES

zot9l2O2O

Kshs

44,185,200

0

201,100

zot8l2O19
Kshs

47,418,800

0

301,500

t4
0

l5

l6
17

r8

l9
20
2t

23

24

44,386,300 47,72O,3OO

679,800
108,879,800

2,147,300

1,208,300

88,485,500
6,416,9OO

I I l,7O5,9OO 96,610,700

156,092,200 144,331,000

100,000
(37,742,4OO1

67,053,2OO

100,000
(16,016,600)

67,O53,2OO

2g,4lo,8oo 51,135,600

22 14,466,10O I 2,861,100

14,466,100 12,861,1O0

71,311,100
40,904,2OO

39,670,600
40,662,7O0

ll2,2l5,3OO 8O,333,3OO

156,092,200 144,331,0O0

The finonclol stotements were opproved by the Boord on 3l d Mqrch 2021 ond slgned on its beholf by:

Monoging Director Heod of Finonce Choirmon of the Boord

Elvls Mosigo CPA Thoddeus M. Mogoi Justus N. Omorl
ICPAK M/NO: 10736

.-J.6**r--
--+=-1r--

2

Signo Slgn Slgnotu
W-^-^

Non-Current Liobi lities

Customer Deposits

Tolql Non-Currenl Liobililies
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Gusii Woter ond Sonitolion Compony Ltd

Annuol Reporls ond Finonciol Slolemenls
For the yeor ended June 30, 2020

I5. STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDED 30 JUNE 2O2O

Noles

23

Ordinory
shore

copitol
Kshs

loo,q)o
0
0
0
0
0

0

0

Reserve
Kshs

53,527,2OO
4,244,OOO

9,282,OOO

0
0

0
0

0

Retoined
eornings/

(Accumuloled
Deficir)

Kshs

19,7t2,3OOl
0
0
0
0

(6,304,400)

Totol
Kshs

43,914,90O
4,244,OOO
g,2g2,ooo

o
0

(6,304,400)

0
o

Ar July l, 2018
lssue of new shore copitol
Tronsfer of Completed Work in Progress to PPE

Deferred tox on excess depreciotion
Foir volue odiustment on quoted investments

Totol comprehensive income

Dividends poid - 2017
lnterim dividends poid - 2017
Al June 30, 201 9

Ar July 1,2079
lssue of new shore copitol

Tronsfer of Completed Work in Progress to PPE

Deferred tox on excess depreciotion
Foir volue odiustment on quoted investments

Totol comprehensive income

Dividends poid - 2018
lnterim dividends poid - 2020
Proposed finol dividends 2O2O

At June 30,2O2O

17 100,000 67,o53,2oo (16,01 6,7001 51,136,500
100,000 67,053,200 (16,01 6,7001 51,136,500

l2t,725,8OOl 121,725,8OO)

t0o,00o 67,053,200 (37,742,4001 zg,4tO,gOO

0

0
0
0
0
o
0
0

0

0
0
0

0
0
0

0

0
0
0
0
0
0
0

0

0
0
0

0
0
0
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Gusii Woter ond Sonilotion Compony Lld
Annuql Reporls snd Finonciol Stolements
For lhe yeor ended June 3O, 2020

I6. STATEfVIENT OF CASH FTOWS FOR THE YEAR ENDED 30 JUNE 2O2O

Note zot9l2O2O zot8l20t9
Kshs Kshs

CASH FTOWS FROM OPERATING ACTIVITIES

Cosh generoted from/(used ln) operotlons l3 (6,408,7OO1 g,g3g,6o0

lnterest received 0 0

lnterest pold 0 0

Dividends poid 0 0

Toxotion poid 0 0

Nel cosh generoled from/(used in) operoting octivities (6,4O8,7OO) 9,939,600

CASH FLOWS FROM INVESTING ACTIVITIES

Purchose of property, plont ond equlpment 14 534,000 0

Work in progress 18 0 (9,282,OO0)

Purchose of lntongible ossets l5 0 0

Nel cqsh generoled from/(used in) invesling octivities 534,000 (9,282,OOOI

CASH FTOWS FROM FINANCING ACTIVITIES

Proceeds from issues of new shore copitol 0 0

Proceeds from borrowings 0 0

Revenue from Customer Deposits 22 1,605,100 1,328,000

Net cosh generoled from/(used in) finoncing oclivilies 1,605,1o0 1,328,0O0

TNCREASE/(DECREASE) rN CASH AND CASH
EQUIVATENTS (4,269,600) 1,985,600

CASH AND CASH EQUIVATENTS AT BEGINNING OF YEAR 6,416,900 4,431,300

Effects of foreign exchonges rote fluctuotions 0 o

CASH AND CASH EQUIVATENTS AT END OF THE YEAR 2,147,3OO 6,416,9OO
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Gusii Woter ond Sonilotion Compony Ltd

Annuol Reporls ond Finqnciol Stotements
For lhe yeor ended June 30, 2020

Revenue

lncome from Woter
lncome from Sewer

lncome from Meter Rent

Toto! lncome from operolions
Collection Efficiency

P roiected/Actuo I Collections

Gront from County Government
ln-Kind Contributions

Other lncome

Tolol !ncome

Expenses
Personnel Emoluments

Directors Remunerotion

Administrotive expenses

Production Costs

Operotionol Costs

Depreciotion
Amortizotion of lntongible Assets

Provision for doubtful debts
Finonce Costs

lnvestments

Tolol expenditure
Surplus (Deficit) for the period

lT.STATEIv1ENT OF COMPARISON OF BUDGET AND ACIUAL AMOUNTS FOR THE PERIOD ENDED 30 JUNE 2020
Finol budget Actuol on Performonce

difference
2019-2020

Kshs
(98,199,388)

124,224,4561
141,430

(122,282,4141

(138,562,975l.

6,016,100
275,600

6,048,300

1132,545,8751

2019-2020
Kshs

174,035,888
74,97O,457

2,388,47O
251,394,814

9s%
238,825,074

14,000,000
0

0
252,825,O74

98,294,372
6,921,6.lI

I 9,551 ,774
82,779,8O7
21,599,257

3,330,552
0
0

0
20,447,7OO

252,825,O73
0

comporoble bosis
2019-2020

Kshs

75,836,500
50,746,OOO

2,529,9OO
129,712,4OO

78%
100,262,099
20,016,100

275,600
6,048,300

155,452,4OO

Vorionce 7o

-s6%
_32%

6%

-s8%
43%

#DtY /Ol
#DtY /Ol

13%
32%
l8o/o

30%
70%

-13%
#DtY /Ol
#DtY/Ol
#DtY /Ol

85,520,800
4,609,300

15,946,000
58,263,300

6,409,000
3,767,600

l00,4oo
2,266,OOO

295,800
0

177,178,2OO
(21,725,8OO1

12,773,572
2,212,311
3,605,774

24"516,507
15,190,258

1437,0481
(100,400)

(2,266,OO01

(295,800)
20,447,70O
75,U6,873

(208,193,7481
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Gusii Wqter ond Sqnilolion Compony Ltd
Annuo! R.eports ond Finqnciol Slolemenls
For lhe yeor ended June 30,2O2O

i. Performonce difference of (-1156% lncome f rom Woter wos due to newly opproved increose in Regulor Toriff Adiustment thot wos
under implementotion in the period under review.

ii. Performonce difference of l-)32% Income from Sewer wos due to newly opproved increose in Regulor Toriff Adiustment thot wos
under implementotion in the period under review.

iii. Performonce difference of (+16% lncome from Meter Rent wos due to newly opproved increose in Regulor Toriff Adiustment thot wos
under implementotion in the period under review.

iv- The monogement will institute stringent meosures to control odministrotion, operotionol ond production costs to cover for budgetory
shortfolls where cosh flow wos insufficient to cover for plonned recurrent ond investment expenditures.
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Gusii Woter ond Sonitotion Compony ltd
Annuql Reporls ond Finqnciol Stolemenls
For the yeor ended June 30, 2020

I8. NOTES TO THE FINANCIAT STATEMENTS

I. GENERAL INFORMATION

The Compony ls estobllshed by ond derives lts outhority ond occountobility from the Woter Act. The

Compony is wholly owned by the County Governments of Kisii ond Nyomiro ond is domiciled in

Kenyo. The Compony's principol octivity is provision of Woter ond Seweroge Services.

For Kenyon Componles,Act reportlng purposes, the bolonce sheet is represented by the stotement of
finonciol posltion ond the profit ond loss occount by the stotement of profit or loss ond other

comprehensive income In these finonciol stotements

2. STATEMENT OF COIVIPLIANCE AND BASIS OF PREPARATION

The flnonciol stotements hove been prepored on o hlstoricol cost bosis except for the meosurement ot
re-volued omounts of certoin items of property, plont ond equipment, morketoble securities ond

finonclol instruments ol foir volue, impoired ossets ot their estimoted recoveroble omounts ond

octuoriolly determined liobilities ot their present volue. The preporotion of finonciol stotements in

conformity with lnternotionol Finonciol Reporting Stondords (IFRS) ollows the use of estimotes ond

ossumptions. lt olso requires monogement to exercise iudgement in the process of opplying the entity's
occounting pollcies.
The flnonciolstotements hove been prepored ond presented in Kenyo Shillings, whlch is the functionol

ond reporttng currency of the Compony ond oll volues ore rounded to the neorest one hundred

shlllings.
The flnonclol stotements hove been prepored in occordonce with the PFM Act 2O12, the Stote
Corporotlons Act, the Componies Act 2015, the Woter Ad 2016 ond the lnternotionol Finonciol

Reporting Stondords (IFRS). The occounting policies odopted hove been consistently opplled to oll the
yeors presented.
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Gusii Wqter qnd Sonilolion Compony Ltd
Annuol Reports ond Finqnciol Slolemenls
For the yeqr ended June 30, 2020

3. APPIICATION OF NEW AND REVISED INTERNATIONAT FINANCIAT REPORTING

STANDARDS (rFRS)

i) Relevonl new slqndqrds qnd qmendmenls lo published stondqrds effeclive for lhe yeor
ended 3O June 2020

IFRS 16: Leoses

The new stondord, effective for onnuol perlods beglnnlng on or ofter lst Jonuory 2019,
lntroduces o new lessee occounling model, whlch requlres o lessee to recognlse ossets ond

liobilltles for oll leoses with o term of more thon I2 months, unless the underlylng osset is of low

volue. A lessee ls requlred to recognise o rlght-of-use osset representlng its right to use the

underlylng leosed osset ond o leose liobility representlng lts obllgotlon to moke leose poyments.

Appllcotion of IFRS l6 requires right-of-use ossets ond leose liobilities to be recognised in respect
of most operoting leoses where the Compony is the lessee. Bosed on the Dlrectors' ossessment,

right of use ossets, leose liobilities of ond o deferred tox osset of hove been recognlsed wlth o
correspondlng decreose of the net omount ln retoined eornings in these flnonclol stotements.

IFRIC 23: Uncerloinly Over income lox lreolmenls

The lnterpretotlon oddresses the determinotlon of toxoble profit (tox loss), tox boses, unused tox
losses, unused tox credits ond tox rotes, when there is uncertolnty over income tox treotments
under IAS I 2. lt speclficolly conslders:

. Whether tox treotments should be considered collectively

. Assumptions for toxotion outhorities' exominotions

. The determinotion of toxoble profit (tox loss), tox boses, unused tox losses, unused tox
credits ond tox rotes

. The effect of chonges in focts ond circumstonces

Amendments to IFRS 9 titled Prepoyment Feolures with Negalive Compensotion (issuad in October
2Ot7l

The omendments, oppllcoble to onnuol perlods beginnlng on or ofter I Jonuory 2020, ollow
entities to meosure prepoyoble flnonciol ossets with negotlve compensotlon ot omortlsed cost or
foir volue through other comprehensive income if o specifled condition is met.

Amendments to IAS 28 titled Long-lerm lnferesls in Associote s and Joinl Venlures (lisued in Octobar
2Ot7)

The omendments, oppllcoble to onnuol periods beginning on or ofter I st Jonuory 2O2O, clorify
thot on entity opplies IFRS 9, rother thon IAS 28, in occounting for long-term lnterests in ossociotes

ond [oint Yentures.

AmendmenlstolFRs 3-Annuallmprovemenls lolFRSs 2Ol5-2017 Cycle,issuedinDecember 2017.
The omendments, oppllcoble to onnuol periods beginning on or ofter Ist Jonuory 2020, provlde

oddltlonol guidonce on opplying the ocqulsltion method to porticulor types of buslness

comblnotion.

8

I



Gusii Woter qnd Sonitotion Compony Ltd

Annuol Reporls ond Finqnciol Slolements
For the yeor ended June 30, 2020

NOTES TO THE FINANCIAL STATEMENTS (Continued)

3. APPLICATION OF NEW AND REVISED INTERNATIONAT FINANCIAI REPORTING

STANDARDS (!FRS) (Conlinued)

i) Retevonl new slqndords ond omendments to published stondqrds effective for lhe yeor

ended 30 June 2020(Conrinued)

Amendmenls ,o IFRS I I - Annuol lmprovemenls to IFRSs 2015-2017 Cycle, rssued in Decembar

20t7

The omendments, opplicoble to onnuol periods beginning on or ofter lst Jonuory 2020, clorify
thot when on entity obtoins ioint control of o business thot is o ioint operotion, it does not

re-meosure its previously held interests

Amendmenls tolAS l2 - Annuallmprovemenls lolFRSs 2Ol5-2017 Cycle ,issuedin December 2Ol7

The omendments, opplicoble to onnuol periods beginning on or ofter lst Jonuory 2020, clorify
thot oll income tox consequences of dividends should be recognised when o liobility to poy o

dividend is recognised, ond thot these income tox consequences should be recognised in profit or
loss, other comprehensive income or equity occording to where the entity originolly recognised the

tronsoctions to which they ore linked.

AmendmentstolAS23-AnnuollmprovernenlslolFRSs 2Ol5-2017 Cycle,issuediirDecember2OlT

The omendments, opplicoble to onnuol periods beginning on or ofter lst Jonuory 2O2O, clorify
thot the costs of borrowings mode specificolly for the purpose of obtoining o quolifying osset thot

is substontiolly completed con be included in the determinotion of the weighted overoge of
borrowing costs for other quolifying ossets.

Amendmenls lo IAS l9 fiiled Plan Amendmenl, Curtsilmenl or Seftlement (issued in Febrvory 2Ol9)

The omendments, opplicoble to plon omendments, curtoilments or settlements occurring on or

ofter the beginning of the first onnuol reporting period thot begins on or ofter 1 st Jonuory 2020,

requires on entity to use updoted octuoriol ossumptions to determine current service cost ond net

interest for the remoinder of the onnuol reporting period ofter the plon omendment, curtoilment

or settlement when the entity re-meosures its net defined benefit liobility (osset) in the monner

specified in the omended stondord.

9
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Gusii Woter ond Sonitotion Compony Ltd
Annuo! Reporls snd Finonciql Slqlemenls
For the yeor ended June 30, 2020

NOTES TO THE FINANCIAL STATEMENTS (Continued)

3. APPTICATION OF NEW AND REVISED INTERNATIONAT FINANCIAL REPORTING

STANDARDS (IFRS) (Conlinued)
Amendmenls to IAS I ond IAS I Delinition ol moleriol

The omendments ore intended to moke the deflnltion of moteriol in IAS I eosler to understond

ond ore not intended to olter the underlying concept of moteriolity in IFRS Stondords. The concept

of 'obscuring'moteriol informotlon with immoteriol informotion hos been included os port of the

new definition. The threshold for moterlolity influencing users hos been chonged from 'coutd

influence'to'could reosonobly be expected to influence'. The definitlon of mqteriol in IAS 8 hos

been reploced by o reference to the deflnition of moteriol in IAS I. ln oddition, the IASB omended

other Stondords ond the Conceptuol Fromework thot contoln o definition of moteriol or refer to
the term 'moteriol'to ensure consistency. The omendments ore opplled prospectlvely for onnuol

periods beginning on or ofter I Jonuory 2O2O, with eorller oppllcotlon permltted

ii) New qnd omended slqndords cnd inlerprelolions in issue bul not yet effeclive in lhe yeor

ended 30 June 2020

,FRS lT lmuronce Conlrocls (Issued l8 Moy 2Ol7)

IFRS l7 requires insuronce liobilities lo be meosured ot o current fulfillment volue ond provides o more

uniform meosuremenl ond presentotion opprooch for oll insuronce conrrocts. These requirements ore

designed to ochieve the gool of o consistent, principle-bosed occounling for insuronce conlrocts. IFRS l7
supersedes IFRS 4 lnsuronce Conlrocls os of I )onvory 2021 .

Amendmenh lo References to /re Concepluol Fromework in IFRS Slondor& (lssved 29 lllorch 2Or9- Applicoble
for onnuol perio&beginning I Jonuory 2O2O)

Together with the revised Concepfuol Fromework published in Morch 2019, the IASB olso issued

Amendments lo References fo lhe Concepfuol Fromework in IFRS Sfondords. The document contoins

omendments to IFRS 2,|FRS 3,|FRS 6,|FRS l4,lAS l, IAS 8,lAS 34,lAS 37,lAS 38,lFRlC 12, IFRIC 19,
IFRIC 20, ltRlC22, ond SIC-32. Not oll omendments, however, updote those pronouncemenls with regord
to references to ond quotes from the fromework so thot they refer to the revised Concepfuol Fromework.
Some pronouncements ore only updoted to indicote whlch version of the fromework they ore referencing
to (the IASC fromework odopted by the IASB in 2001, the IASB fromework of 2010, or the new revised
fromework of 2019) or to indicote thot definitions in the stqndord hove not been updoted with the new

definilions developed in the revised Concepluol Fromework.

The Directors do not plon to opply ony of the obove until they become effective. Bosed on their
ossessment of the potentlol impoct of oppllcotlon of the obove, they do not expect thot there will
be o signlflcont impoct on the compony's flnonciol stotements.
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Gusii Woter ond Sonilotion Compony Ltd

Annuql Reports ond Finonciol Stolements
For lhe yeor ended June 30, 2020

NOTES TO THE FINANCIAI STATEMENTS (Conlinued)

3. APPIICATION OF NEW AND REVISED INTERNATIONAL FINANCIAT REPORTING

STANDARDS (IFRS) (Continued)

iii) Eorly odoption of slondords

The Compony did not eorly - odopt ony nev/ or omended stondords ln yeor 2019,

iii) SUMMARY OF StGNIFICANT ACCOUNTING POLICIES

The principle occountlng policles odopted in the preporotion of these finonclol stotements ore set

out below:

o) Revenue recognilion

Revenue is recognised to the extent thot it is proboble thot future economic benefits will flow to
the Compony ond the revenue con be reliobly meosured. Revenue is recognised ot the foir volue

of considerotion received or expected to be received in the ordinory course of the Compony's

octivities, net of volue-odded tox (VAT), where opplicoble, ond when specific criterio hove been

met for eoch of the Compony's octivities os described below.

i) Revenue from the sole of goods ond services is recognised in the yeor in which the

Compony delivers products to lhe customer, the customer hos occepted the products ond

collectobility of the reloted receivobles is reosonobly ossured.

ii) Gronls from Nolionql Governmenl ore recognised in the yeor in which the Compony
octuolly receives such gronts. Recurrent gronts ore recognized in the stotement of
comprehensive income. Development/copitol gronts ore recognized in lhe stotement of
finonciol position ond reolised in the stotement of comprehensive income over the useful life
of the ossets thot hos been ocquired using such funds.

iii) Finonce income comprises interest receivoble from bonk deposits ond investment in

securities, ond is recognised in profit or loss on o time proportion bosis using the effective
interest rote method.

iv) Dividend income is recognised in the income stotement in the yeor in which the right lo
receive the poyment is estoblished.

v) Rentol income is recognised in the income stotement os it occrues using the effective leose

ogreements.

yi) Other income is recognised os it occrues.

b) ln-kind conlribulions

ln-kind contributions ore donotions thot ore mode to the Compony in the form of octuol goods

ondf or services rother thon in money or cosh terms. These donotions moy include vehicles,

equipment or personnel services. Where the finonciol volue received for in-kind contributions con

be reliobly determined, the Compony includes such volue in the stotement of comprehensive

income both os revenue ond os on expense in equol ond opposite omounts; otherwise, the

contribution is nol recorded.
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Gusii Wqler snd Sonitotion Compony Ltd
Annuol Reporls ond Finqnciol Stotemenls
For the yeor ended June 30, 2020

NOTES TO THE FINANCIAL STATEMENTS (Continued)

3 SUMMARY OF SIGNIFICANT ACCOUNTING POIICIES (Conlinued)

c) Property, plonl ond equipmenl

All cotegories of property, plont ond equipment ore initiolly recorded ot cost less occumuloted
depreciotion ond impoirment losses.

Certoln colegorles of property, plont ond equlpment ore subsequently corried ot re-volued
omounts, being thelr folr volue ot the dote of re-voluotion less ony subsequent occumuloted
depreclotlon ond lmpolrment losses. Where re-meosurement ot re-volued omounts is deslred, oll
llems in on osset cotegory ore re-volued through perlodic voluotlons corrled out by lndependent
externol voluers.

lncreoses in the corrying omounts of ossets orlsing from re-voluotion ore credited to other
comprehensive income. Decreoses thot offset previous increoses in the corrying omount of the
some osset ore chorged ogoinst the revoluotion reserve occounti oll other decreoses ore chorged
to profit or loss in the income stotement.

Goins ond losses on dlsposol of items of property, plont ond equipment ore determlned by
comporlng the proceeds from the disposol wlth the nel corrylng omount of the items, ond ore
recognized In profit or loss ln the lncome stotement.

d) Depreciolion ond impoirmenl of properly, plonl ond equipmenl

Freehold lond ond copitol work in progress ore not deprecioted. Copitol work in progress relotes
moinly to the cots of ongoing but incomplete works on buildings ond other civil works ond
instollotions.

Depreclotlon on property, plont ond equipment is recognized in the Income stotement on o
stroight-llne bosis to write down the cost of eoch osset or the re-volued omount to lts reslduol
volue over lts estlmoted useful life. The onnuol rotes in use ore:

Pipeline sYo
Building & civil work 2.5 yeors loyo
Plont & mochinery 12.5 yeors 12o/o

Motor vehicle 4 yeors 15o

Computers 3 yeors 33.33%
Office equlpment. furniture ond fittinqs 12.5 yeors l57o

A full yeor's depreciotion chorge is recognized both in the yeor of osset purchose ond in the yeor
of osset disposol.

llems of property, plont ond equipment ore reviewed onnuolly for impoirment. Where the
corrying omount of on osset is ossessed os greoter thon its estimoted recoveroble omount, on
impoirment loss is recognized so lhot the osset is written down immediotely to its estimoted
recoveroble omount.
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Gusii Woter ond Sonitotion Compony Ltd

Annuol Reports ond Finonciol Slotemenls
For lhe yeor ended June 3O, 2020

NOTES TO THE FINANCIAI STATEMENTS (Continued)

4 SUMMARY OF SIGNIFICANT ACCOUNTING POIICIES (Continued)

e) lntqngible ossels

lntongible ossets comprise purchosed computer softwore licence, which ore copitolized on the

bosis of costs incurred to ocquire ond bring to use the specific softwore. These costs ore omortized

over the estimoted useful life of the intongible ossets from the yeor thot they ore ovoiloble for
use, usuolly over three yeors.

0 Amortizolion ond impoirment of intongible ossets

Amortizotion is colculoted on the stroight-line bosis over the estimoted useful life of computer

softwore of three yeors.

All computer soflwore is reviewed onnuolly for impoirment. Where the corrying omount of on

intongible osset is ossessed os greoter thon its estimoted recoveroble omount, on impoirment loss

is recognized so thot the osset is written down immediotely to its estimoted recoveroble omount.

g) lnveslmenl properly

Buildings, or port of o building (freehold or held under o finonce leose) ond lond (f reehold or held
under on operoting leose) held for long term rentol yields ond/or copitol oppreciotion, ond which

ore not occupied by the entity, ore clossified os investment property under non-current ossels.

lnvestment property is corried ot foir volue, representing open morket volue determined
periodicolly by independent externol volues. Chonges in foir volues ore included in profit or loss

in the income stotement.

h) Leqses

IFRS I 6 introduces ne\M or omended requirements with respect to leose occounting. lt introduces

significont chonges to lessee occounting by removing the distinctlon between operoting ond
finonce leose ond requiring the recognition of o right-of-use osset ond o leose liobility ot
commencement for oll leoses, except for short-term leoses ond leoses of low volue ossets. ln

controst to lessee occounting, the requirements for lessor occounting hove remoined lorgely
unchonged.
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Gusii Wqter ond Sqnitolion Compony Ltd

Annuol Reporls ond Finqnciol Slolemenls
For lhe yeor ended June 30, 202O

NOTES TO THE FINANCIAL STATEMENTS (Conlinued)

4 SUMIvIARY OF SIGNIFICANT ACCOUNTING POtICIES (Continued)

i) Fixed inleresl inveslmenls (bonds)

Fixed interest investments refer to investment funds ploced under Centrol Bonk of Kenyo (CBK)

long-term infrostructure bonds ond other corporote bonds with the intention of eorning interest

income upon the bond's disposol or moturity. Fixed interest investments ore freely troded ot the

Noirobi Securities Exchonge. The bonds ore meosured ot foir volue through profit or loss.

i) Quoted inveslmenls

Quoted investments ore clossified os non-current ossets ond comprise morketoble securities

troded freely ot the Noirobl Securities Exchonge or other regionol ond internotionol securities

exchonges. Quoted investments ore stoted ot foir volue.

k) Unquoled inveslmenls

Unquoted lnvestments stoted ot cosl under non-current ossets, ond comprise equity shores held

in other Government owned or controlled entitles.

l) lnventories

lnventories ore stoled ot the lower of cost ond net reolisoble volue. The cost of inventories

comprises purchose price, import duties, tronsportotion ond honding chorges, ond is determined

on the moving overoge price method.

m) Trode qnd olher receivobles

Trode ond other receivobles ore recognised ot foir volues less ollowonces for ony uncollectlble

omounts. These ore ossessed for Impoirment on o continulng bosis. An estlmote ls mqde of
doubtfut recelvobles bosed on o revlew of oll outstonding omounts ot the yeor end. Bod debts

ore wrltten off ofter oll efforts ot recovery hove been exhousted.

n) Toxolion

Currenl income lox

Current lncome tox ossets ond llobilities for the current perlod ore meosured ot lhe omount

expected to be recovered from or poid to the toxotion outhoritles. The tox rotes ond tox lows

used to compute the omount ore those thot ore enqcted or substontively enocted, ot the

reporting dote in the oreo where the Entity operotes ond generotes toxoble income. Current

income tox reloting to items recognlzed dlrectly in net ossels is recognlzed In net ossets ond not

in the stotement of flnonclol performonce.
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Gusii Woter ond Sonitotion Compony ltd
Annuqt Reporls ond Finonciol Stolements
For the yeor ended June 3O, 2O2O

NOTES TO THE FINANCIAL STATEMENTS (Continued)

4 SUMMARY OF SIGNIFICANT ACCOUNTING POIICIES (Continued)

n) Toxolion (Continued)

Currenl incorne tax (Conlinued)

Current income tox ossets ond liobilities for lhe current period ore meosured ot the omount
expected to be recovered from or poid to the toxotion outhorities. The tox rotes ond tox lows

used to compute the omount ore those thot ore enocted or substontively enocted, ot the
reporting dote ln the oreo where the Entity operotes ond generotes toxoble income. Current
income tox reloting to items recognized directly in net ossets Is recognized in net ossets ond
Monogement periodicolly evoluotes positions token in the tox returns with respect to situotlons
in which opplicoble tox regulotlons ore subiect to interpretotion ond estoblishes provisions

where oppropriole.

Deferred lox

Deferred tox is provided using the liobility method on temporory differences between the tox
boses of ossets ond liobilities ond their corrying omounts for finonciol reporting purposes ot the
reportlng dote.

Deferred tox liobilities ore recognized for oll toxoble temporory differences, except in

respect of toxoble temporory differences ossocioted with investments in controlled entities,
ossociotes ond interests in ioint ventures, when the timing of the reversol of the temporory
differences con be controlled ond it is proboble thot the temporory differences will not reverse
in the foreseeoble future.

Deferred tox ossets ore recognized for oll deductible temporory differences, the corry
forword of unused tox credits ond ony unused tox losses. Deferred tox ossets ore recognized
to the extent thot it is proboble thot toxoble profit will be ovoiloble ogoinst which the
deductible temporory differences, ond the corry forword of unused tox credits ond unused tox
losses con be utillzed, except ln respect of deductlble temporory dlfferences ossocioted with
investments in controlled entities, ossociotes ond interests in ioint ventures, deferred tox ossets
ore recognized only to the extent thot it is proboble thot the temporory differences will reverse
in the foreseeoble future ond toxoble profit will be ovoiloble ogoinst whlch the temporory
differences con be utilized.

The corrying omount of deferred tox ossets is reviewed ot eoch reporting dote ond reduced to
the extent thot it is no longer proboble thot sufficient toxoble profh will be ovoiloble to ollow
oll or port of the deferred tox osset to be utilized. Unrecognized deferred tox ossets ore
re-ossessed ot eoch reporring dote ond ore recognized to the extent thot it hos become
proboble thot future toxoble profits will ollow the deferred tox osset to be recovered.

Deferred tox ossets ond liobilities ore meosured ot the tox rotes thot ore expected to opply
in the yeor when the osset is reolized or the liobility is settled, bosed on tox rotes (ond tox lows)
thot hove been enocted or substontively enocted ot the reporting dote.
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Gusii Woter qnd Sonitotion Compony Ltd
Annuol Reporls ond Finonciql Slotemenls
For lhe yeor ended June 30, 2020

NOTES TO THE FINANCIAL STATEMENTS (Continued)

4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Conlinued)

n) Toxotion (Conlinued)

Deferred tax (Continued)

Deferred tox reloting to items recognized outside surplus or deficit is recognlzed outslde
surplus or deficit. Deferred tox items ore recognlzed In correlotlon to the underlylng tronsoctlon
in nel ossets. Deferred tox ossets ond deferred tox liobilities ore offset if o legolly enforceoble
rlght exists to set off current tox ossets ogoinst current Income tox liobllltles ond the deferred
toxes relote to the some toxoble entity ond the some toxotlon outhority.

o) Cosh ond cosh equivqlents

Cosh ond cosh equlvolents comprise cosh on hond ond cosh ot bonk, short-term deposits on coll
ond highly liquid lnvestments with on origlnol moturity of three months or less, which ore reodlly
convertible to known omounts of cosh ond ore subfect to insignificont risk of chonges in volue.
Bonk occount bolonces include omounts held ot the Centrol Bonk of Kenyo ond ot vorious
Commerclol Bonks ot the end of the reporting perlod. For the purposes of these flnonclol
stotements, cosh ond cosh equivolents olso lnclude short term cosh imprests ond odvonces to
outhorlsed public offlcers ondf or institutions whtch were not surrendered or occounted for ot the
end of the flnonclol yeor.

p) Borrowings

lnterest beoring loons ond overdrofts ore initlolly recorded ot foir volue being received, net of
issue costs ossocioted with the borrowing. Subsequently, these ore meosured ot omortised cost

uslng the effective interest rote method. Amortised cost is colculoted by toking lnto occount ony
issue cost ond ony discount or premium on settlement. Flnonce chorges, Includlng premlums
poyoble of settlement or redemption ore occounted for on occruol bosis ond ore odded to the
corrying omount of the Instrument to the extent thot they ore not settled ln the perlod in whlch
they orise. Loon interest occruing during the constructlon of o proiect ls copltolised os port of the
cost of the proiect.

q) Trqde ond olher poyobles

Trode ond other poyobles ore non-interest beorlng ond ore corrled ot omortlsed cost, whlch is

meosured ot the foir volue of controctuol volue of the considerotlon to be poid in future In

respect of goods ond services supplied, whether billed to the entity or not, less ony poyments
mode to the suppllers.
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Gusii Woter ond Sonitolion Compony Ltd

Annuol Reports ond Finonciol Stotemenls
For lhe yeor ended June 30, 2020 I

NOTES TO THE FINANCIAI STATEMENTS (Continued)

4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

r) Reliremenl benefit obligotions

The compony olso contributes to the stotutory Notionol Soclol Security Fund (NSSF). This is o

defined contrlbution scheme registered under the Notionol Sociol Security AA. The compony's

obllgotion under the scheme is llmlted to specific contributions legisloted from time to time ond

is currently ot Kshs 200 per employee per month.

s) Provision for stoff leove poy

Employees' entitlements to onnuol leove ore recognised os they occrue ot the employees. At
provision Is mode for the estimoted liobillty for onnuol leove ot the reporting dote.

r) Exchonge role differences

The occounting records ore mointoined in the functionol currency of the primory economlc

envlronment in whlch the entity operotes, Kenyo Shillings. Tronsoctions in foreign currencies

during the yeor/period ore tronsloted into the functionol currency using the exchonge rotes
prevoiling ot the dotes of the tronsoctions or voluotion where items ore re-meosured. Any
foreign exchonge goins ond losses resulting from the settlement of such tronsoclions ond from

the tronslotion ot yeor-end exchonge rotes of monetory ossets ond liobilities denominoted in
forelgn currencies ore recognised in profit or loss.

u) Budget informolion

The originol budget for FY 2O19-2020 wos opproved by the Boord of Dlrectors on 3l July

2019. Subsequent revisions or odditionol oppropriotions were not mode to the opproved
budget in occordonce with speciflc opprovols from the oppropriote outhorities.

The entity's budget is prepored on o different bosis to the octuol income ond expenditure
disclosed in the finonciol stotements. The finonclol stotements ore prepored on occruol bosis

using o clossificotion bosed on the noture of expenses in the stotement of finonciol performonce,

whereos the budget is prepored on o cosh bosis. The omounts in the finonciol stotements were
recost from the occruol bosis to the cosh bosis ond reclossified by presentotion to be on the

some bosis os the opproved budget. A comporison of budget ond octuol omounts, prepored on

o comporoble bosis to the opproved budget, is then presented in the slotement of comporison

of budget ond octuol omounts. ln oddition to the Bosis difference, odiustments to omounts in the
finonciol stotements ore olso mode for differences in the formots ond clossificotion schemes

odopted for the presentotion of the finonciol stotements ond the opproved budget.
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Gusii Wster ond Sqnitolion Compony ltd
Annuol Reporls ond Finonciol Slolements
For the yeor ended June 30, 2O2O

NOTES TO THE FINANCIAI STATEMENTS (Continued)

4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

u) Budget informqlion (Continued)

A stotement to reconcile the octuol omounts on o comporoble bosls included in the stotement of
comporlson of budget ond octuol omounts ond the octuols os per the stotement of flnonclol
performonce hos been presented under sectlon l7 of these finonclol stotements.

v) Service concession orrongemenls

The Compony onolyses oll ospects of service concession orrongements thot it enters into ln
determining the opproprlote occountlng treotment ond disclosure requirements. ln portlculor,
where o prlvote porty contrlbutes on osset to the orrongement, the Compony recognlzes thot
osset when, ond only when, it controls or regulotes the servlces the operotor must provlde
together with the osset, to whom it must provide them, ond ot whot prlce. ln the cose of ossets
other thon 'whole-of-llfe' ossets, it controls, through ownershlp, beneflciol entitlement or
otherwlse - ony slgniflcont reslduol interest In the osset ot the end of the orrongement. Any
ossets so recognlzed ore meosured ot their foir volue. To the extent thot on osset hos been
recognized, the Entity olso recognizes o correspondlng lloblllty, odfusted by o cosh
conslderotlon pold or received.

w) Comporolive figures

Where necessory comporotive figures for the previous finonciol yeor hove been omended or
reconflgured to conform to the required chonges ln presentotlon.

x) Subsequenl evenls

There hove been no events subsequent to the finonciol yeor end with o slgnificont impoct on the
flnonciol stotemenls for the yeor ended June 30, 2O2O.

5 SIGNIFICANT JUDGMENTS AND SOURCES OF ESTIMATION UNCERTAINTY

The preporotlon of the Compony finonciol stotemenls In conformity with IFRS requires monogement
to moke judgments, estimotes ond ossumptions thot offect the reported omounts of revenues,
expenses, ossets ond liobilitles, ond the dlsclosure of contingent llobilities, ot the end of the
reporting perlod. However, uncertointy obout these ossumptlons ond estimotes could result In

outcomes thot require o moterlol odiustment to the corrying omount of the osset or liobllity offected
in future perlods.

Stote oll ludgement, estimotes ond ossumptlons mode: e.g

l8



Gusii Wster ond Sonitotion Compony Ltd

Annuol Reporls ond Finonciol Slqlements
For lhe yeor ended June 30, 2O20

5 SIGNtFICANT JUDGEMENTS AND SOURCES OF ESlTtvlATlON UNCERTAINTY (Continued)

Eslimoles ond ossumptions

The key ossumptlons concerning the future ond other key sources of estlmotlon uncertointy ot the

reporting dote, thot hove o significont risk of cousing o moterlol odiustment to the corrying omounts

of ossets ond liobilities within the next finonclol yeor, ore descrlbed below. The Entity bosed its
ossumptions ond estlmotes on porometers ovoiloble when the flnonclol stotements were prepored.

However, exlsting circumstonces ond ossumptions obout future developments moy chonge due to

morket chonges or clrcumstonces orlslng beyond the control of the Entity. Such chonges ore

reflected in the ossumptions when they occur.

Useful lives ond residuql volues

The useful ltves ond residuol volues of ossets ore ossessed using the following indicotors to inform

potentiol future use ond volue from disposol:

o The condition of the osset bosed on the ossessment of experts employed by the Entity

o The noture of the osset, its susceptibility ond odoptobility to chonges in technology ond
processes

o The noture of the processes in which the osset is deployed
o Avoilobility of funding to reploce the ossets

o Chonges in the morket in relotion to the osset

Provisions

Provisions were roised ond monogement determined on estimote bosed on the informotion

ovoilobte. Additionol disclosure of these estimotes of provisions is included in Note 17.

Provisions ore meosured ot the monogement's best estimote of the expenditure required to settle

lhe obligotion ot the reporting dote, ond ore discounted to present volue where the effect is

moteriol. The provision for doubtful debts hos been mointoined ol 1O%o

l9
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8

NOTES TO THE FINANCIAI STATEMENTS (Continued)

6 REVENUE

Turnover/Soles
Woter Sole

Meter Rent

Sewer
Gross soles of goods

Gross soles of services

Less: Volue odded tox on gross soles

Totol

7 Produclion Costs

Production Stoff Solories ond Woges
Service Provision Agreement Administrotion fee
(LVSWSB)

Regulotory Levy (WASREB)

Abstroction Levy (WRA)

Chemicols

Electricity

Gronls

County Government (Electriclty)

Notionol Government (WSTF)

Totol

9 ln-Kind Donolions

Seconded personnel

Totol

l29,ll2,4OO 114,807,9OO

45,973,8O0 46,935,700

zot9l2O2O
Kshs

75,836,500
2,52g,gOO

50,746,OOO

129,112,400

4,010,500
5,164,300
1,227,7OO

6,166,70O
41,694,1OO

lo4,237,lOO

20,016,100

2O,Ol6,l O0

2Ot9l2O2O
Kshs

275,600
275,640

zot8l20te
Kshs
72,268,200

2,696,100
39,843,600

114,807,9OO

4,497,500
3,424,900
1,067,3OO

10,176,800
42,967,2OO

108,969,300

33,962,4O0

33,962,4OO

zot8lzot9
Kshs

496,000
496,@0
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NOTES TO THE FINANCIAI STATEMENTS (Conrinued)

l0 Other lncome

Other lncome
Chonge of Nome
Exhouster Chorges

Exhouster permit

Meter Testing

New Connection

Reconnection Fee

Sewer

Sewer Chorges

Sewer Dlschorge

Sewer New Connection

Stotement chorges

Surchorge

Survey Fee

Terminotion

Ton

Woter Bowser

Woter Bowser Permit

Kshs
152,900

2,378,0O0
90,000

2,800
1,248,500

153,700
0

5,000
152,000

1,095,000
23,800

199,1o0
0

23,4OO

600
433,500

90,000
6,048,3OO

Kshs
192,500

2,542,OOO

1,145,900
416,900

7,132,5OO
108,100
61,000

1,948,500
31,600

t78,2OO
6,800

26,600
10,700

1,803,900
100,000

15,7O5,2OO
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Gusii Woter qnd Sonilotion Compony lld
Annuql Reports ond Finonciol Slolemenls
For the yeor ended June 30, 202O

NOTES TO THE FINANCIAI STATEMENTS (Conlinued)
I I Adminislrolion Costs

Stoffcostsll(o)
Directors' emoluments
Trovelling& occommodotion
Tronsport & Lunch

Protective clothing/ Uniforms
Stoff welfore & donotions
Stoff entertoinment & others
Printing & Reproductlon
Stotionery
Consumobles
Newspopers
Advertising & Publicity
Off lce Lond lines(Telephone)
Mobile Alrtime
Postoge
Bulk sms

Repoir of office equipment
Computer Repoirs
Computer Softwores
lnsuronce Expense

Security Services
Audit fee
Legol fees
Secretoriol Servlces
Consultoncy Services
lnternet Broodbond
Subscriptions ond Dues

Donotions
Office Rent

Stoff Troining
Medlcol Expenses

Totol

I I (o) STAFF COSTS

Solories ond ollowonces of permonent employees
Woges of temporory employees
Compulsory nollonol heolth insuronce schemes

Compulsory notionol sociol security schemes

Other pension contributions:

CPF Finonciol Services

LAp Fund

NW Pension

Leove poy ond grotuity provlsions

60,102,300 50,934,800

39,547,0OO
4,609,300
1,791,600
1,002,600

262,8OO
277,100
132,100

10,000
474,600
403,800

30,100
781,20O

400
40,000

1,100
I 80,100

15,600
29,750
41,500

2,034,70O
5,325,250

446,600
l,l 20,000

390,600
60,500

358,500
285,900

49,1OO
264,OOO

98,300
38,300

31,842,100
4,Ol3,7OO
2,23g,OOO
1,509,200

213,300
196,400
255,100

62,4OO
815,400

I5,800
35,100

417,7OO
2,000

68,2OO
16,000

175,OOO
700

67,OOO

86,900
2,109,300
4,32g,OOO

446,600
l,l 81,200

33,244,50O
850,100

o
0
o

2,231,30O
56,500

l,l 20,300
2,O44,30O

39,547,O@

50,000
634,70O
88,100
66,90O

21,O78,7OO

546,000

253,300

I,585,500
56,500

I,290,100
7,O32,OOO

31,842,I0O
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NOTES TO THE FINANCIAI STATEMENTS (Continued)

12 Operolionol Cosls

Operoliono! Cosls
Ground molntenonce
Electricol opplionces
Cleoning moteriols
Mointononce of buildings
building moterlols
Plont/tonks repolrs ond molnten

Sewer network repoirs
Pipe network repolrs
Tools & equipment for repoirs
Fuel & Oil
Hired Tronsport
Vehicles repoir & mointenonce
Exhouster Repoirs
Motor Cycle Repoirs - Other
Servlclng/Repoirs

l3 Finonce Cosls

Chorges on cosh ond bonk bolonces

M-peso tronsoction chorges

lnterest expense on bonk overdrofts
Totol

389,300
279,700

2,O24,4O0
262,3O0

2,327,9O0
63,600

149,400
708,300

21,000
92,600

6,409,000

Kshs
46,600
8,300
6,700

28,900

Kshs
121,2OO

174,600

Kshs
3,800

18,100
24,3OO

I 14,400
14,7OO

23,600
382,800

1,494,7OO
568,7O0

2,429,600
18,400

587,200
25,7OO
I 1,600
85,000

5,807,600

Kshs
273,2OO

295,800 273,2OO
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Gusii Woter ond Sonitotion Compony Ltd
Annual Reports qnd Finonciol Slolements
For the yeor ended June 30, 2020

NOTES TO THE FINANCIAL STATEMENTS (Continued)
14. Property, Plont ond Equipment

Pipeline
Buildings/

Civilworks
PIont qnd
Mochinery

Molor
Vehicles Computers

office
Equipment

Copitol
Work in
progress Tolol

COST OR VATUATION Shs Shs Shs Shs Shs Shs Shs Shs
At July l, 2019 53,869,000 2,529,OOO 5,714,5OO 0 196,000 33,000 0 62,331,500
Additions 380,000 0 0 144,OOO 10,000 0 534,000
Tronsfers 0 0 0 0 0 0 0 0
Disposols 0 0 0 0 0 0 0
At June 30, 2020 54,249,OOO 2,529,OOO 5,714,5OO 0 330,000 43,000 0 62,865,50O
DEPRECIATION

Rote 5% 10% 12yo 15% 33% 1 5o/o o%
At July 1 ,2019 8,532,000 1,287,7O0 4,977,OO0 0 106,100 9,900 0 14,912,700
Chorge for the yeor 2,712,5OO 252,900 685,700 0 I 10,000 6,500 0 3,767,600
lmpoirment loss 0 0 0 0 0 0 0 0
Eliminoted on disposol 0 0 o o 0 0 o 0

At June 30, 2O2O 11,244,5OO l,540,600 5,662,700 0 216,1o0 16,400 0 18,680,300

NET BOOK VATUE At June 30, 2020 43,O04,500 988,4O0 51,800 0 I 13,900 26,600 0 44,185,2OO

NET BOOK VATUE At June 30,2019 45,337,000 1,241,300 737,5OO 0 79,9OO 23,I00 0 47,419,900

24
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Gusii Woter ond Sonilotion Compony Ltd

Annuol Reporls ond Finonciol Slolements
For lhe yeor ended June 30, 2020

Depreciotion of properly, plont ond equipmenl

Chorge for the yeor
Kshs

3,767,600
Kshs
3,699,OO0
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Gusii Wqter ond SEnitolion Compony ltd
Annuol Reporls ond Finqnciol Stotemenls
For the yeor ended June 30, 202O

NOTES TO THE FINANCIAL STATEMENTS (Conllnued)

15. lntongible Assels

lntongible Assets

Cost

At the beginning of the yeor
Additions
At the end of the yeor
Ad ditions-lnterno I development
Amortizotion ond lmpoirment
At the beglnning of the yeor
Amortizotion
Amorlizotion of odditions
At the end of the yeor
lmpoirment loss

At the end of the yeor

Nel book volue

16. !nvenlories

Colcium Hypochlorite
Sodo Ash

Aluminium Sulphote
Polmor

17. Trode Receivobles

Gross trode receivobles

Provlslon for doubtful recelvobles

Aging onolysis os ot 30th June

0-30 doys

3l -60 doys

6l-l 20 doys

Over I yeor old

2019/2020
Kshs

301,500

301,500

I00,400

100,400

100,400
201,t 00

Kshs
147,1OO

32,500
376,000
123,2OO

678,8OO

2O18/2019

452,OOO

452,OOO

451,980
256,1 0O

150,500

150,500

150,500
30t,5OO

2Ot9l2O2O

Kshs

120,977,5OO

(12,097,7001

I 08,879,800

30,530,241

38,771,932
348r 020.99
48,194,336

120,977,53O

Kshs
425,1OO

65,4OO

1,217,800

1,708,30o

zot8lz0t9
Kshs

98,317,300
(9,831,200)

88,485,600

25,752,2OO

2O,O97,3OO

I 6,168,000
36,299,800

98,3I7,3OO
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NOTES TO THE FINANCIAI STATEMENTS (Continued)

I 8. Bonk qnd cosh bolonces

Cosh ot Bonk
KCB - r r06368436
KCB - l 132172489
Mpeso Business - 993600
Woter Service Trust Fund:

KCB - I 179035151
KCB - r 171489226
Add: Cosh in Hond
Slalement of Cosh flows

Retoined eornings

Reserves os ot I st. July

Profit/(Loss) for the Yeor

2,

Kshs

526,9O0
1,596,700

23,7O0

zot9l2O2O
Kshs

(t6,016,600)
(21,725,8OOl.
(37,742,4OO1

Kshs

5,949,000
90,500

169,200

0
0

208,200
6,416,900

2Ot8l20t9
Kshs

(9,712,3OO1

(6,304,300)
(16,0t 6,600)

0
0
o

,30047t

Kshs
19. Ordinory shore copilol

Kshs

Authorized:
20,000 ordinory shores of Kshs.5.00 por volue
eoch 100,000 100,000

lssued ond fully poid:
20,000 ordlnory shores of Kshs.5.00 por volue
eoch

20. Retoined eornings

The retolned eornings represent omounts ovoiloble for distribution to the Compony's shoreholders.

Undistrlbuted retoined eornings ore utilized to finonce the Compony's business octivities.

00

2I. Copito! reserves

The copitol reserye relotes to the omount of property, plont ond equipment. As indlcoted in the

Stotement of finonciol Position, this is stoted ofter tronsfer of completed copitol proiects funded

through gront from Woter Sector Trust Fund. The omount funded is not repoyoble.

Copitol reserves 2Ot9l2O2O 2O18lzot9

Kshs Kshs

Copitol Reserves (WSTF)

Reserves os ot I st. July

Addltlons
As os 30 June

67,053,200
0

67,O53,2OO

57,771,2OO
g,2g2,ooo

57,O53,2OO
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NOTES TO THE FINANCIAL STATEIvIENTS (Conlinued)

22. Cuslomer Deposits

Asot l$July
Current Yeor

Less: refund

23. Trqde ond olher poyobles

Trode poyobles
Accrued expenses

Other poyobles

Tronsoclions with reloted porties

o) Agency Accounl
SPA Fee

WASREB Fee

WARMA Levies

Totsl

b) Gronts from lhe Governmenl
Gronts from County Government
Totol

d) Key monogemenl compensolion
Dlrectors' emoluments

Compensotlon to the MD

Totol

Kshs
I 2,861 ,l 00

,l,605,100

0
14,466,2OO

Kshs
32,358,300

0
33,952,800
71,31l,l0o

Kshs
I 1,533,1 00

1,329,000
o

12,861,10o

Kshs
22,621,000

0
17,049,600
39,670,600

24. Government of Kenyo
The County Governments of Kisii ond Nyomiro ore the prlncipol shoreholder of the Compony, holding

lOOoh of the Compony's equity interest. These hove provided full guorontees to oll long-term lenders of
the entity, both domestic ond externol.
Other retoled porlies include:

o) The Porent Ministry;

b) Loke Victorlo South Woter Services Boord

Key moncgemenl
c) Boord of dlrectors

d) Woter Servlces regulotory Boord

e) Woter Resources Authority

2Otel2O2O
Kshs

zot8lzot9
Kshs

20,855,1O0
14,92O,3OO

5,128,800
40,9O4,2OO

20,0.l6,100
20,o16,1o0

4,609,300
3,6oo,0oo
9,209,30o

25,355,600
9,956,000
5,351,100

40,662,7OO

33,962,4OO
33,962,4OO

4,013,70O
2,44O,gOO
6,454,5OO

28

I



Gusii Woter ond Sonitotion Compony Ltd
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NOTES IO THE FINANCIAI STATEMENTS (Continued)

2s. oPERATTNGPROFIT/(LOSS)

The operoting profit/(loss) is orrived ot ofter
cho rging/(cred iting):

Cosh receipts from cuslomers

Cosh poid to suppliers

Stoff costs

Depreciotion of property, plont ond equipment

Amortizotion of intongible ossets

Provision for bod ond doubtful debts

Directors' emoluments - fees

Auditors' remunerotion - current yeor fees
- prior yeor under-provision

Loss on disposol of property, plont ond equipment
Net foreign exchonge loss

lnterest receivoble
lnterest poyoble
Rent receivoble
Totol (6,408,700) 9,939,600

I06,220,500

l27,1O8,4OOI,
(85,520,800)

0
0
0
0

117,385,70O
(28,668,300)
(78,777,8OO1.

0
0
0
0

00
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NOTES TO THE FINANCIAI STATEMENTS (Conlinued)

26. RET!REMENTBENEFITOBTIGATIONS

The entity operotes o defined contrlbution scheme for oll full-time employees from July 1, 2O19. This

involves Lop trust, ond Lop fund. The compony does not operote defined benefit contribution ond
therefore voluotlon ot the end of the yeor remoined zero.
The compony olso contributes to the stotutory Notlonol Sociol Securlty Fund (NSSF). Thls Is o defined
contributlon scheme registered under the Notionol Sociol Security Act. The compony's obllgotion under the
scheme is limited to specific contributlons leglsloted from time to time ond ls currently ot Kshs.200 per
employee per month.

27. PROVISION FOR TEAVE PAY

Bolonce ot beginnlng of the yeor

Additionol provislon ot end of yeor

Leove poid out or utilize during the yeor

Bolonce ot end of lhe yeor

zot8l20t9
Kshs

0

0

1,146,236

2Ot8l20t9

Kshs

0

0

l,261,gOO

1 ,146,236 (I,26t,9OO)
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

28. NOTES TO THE STATEMENT OF CASH FTOWS

o) Reconciliolion of operoting profit/(loss) lo cosh genercled

from/(used in) operotions

Reconcillotion of operoling profit/(loss) to

cosh generoled from/(used in) operolions

Operoting profit/(loss)

Depreciolion

Amortisotion

(Goin)/loss on disposol of property, plont ond equipment

Operoting profir/(loss) before working copilcl chonges

(lncreose)/decreose in inventories

(lncreose)/decreose in lrode ond other receivobles

lncreose/(decreose) in trode ond other poyobles

lncreose/(decreose) in relirement benefit obligotions

lncreose/(decreose) ln Agency Account

Customer refunds

Bonk Overdroft
Cosh generoted from/(used in) operotions

b) Anolysis of chonges in loons

Bolonce ol beginning of the yeor

Receipts during lhe yeor

Repoymenls during the yeor

Repoyments of previous yeor's occrued inlerest

Foreign exchonge (goins)/losses

Accrued interest

Bolonce ot end of the yeor

c) Anolysis of cosh ond cosh equivolenls

Short term deposits

Cosh ot bonk

Cosh in hond

Bolonce ot end of the yeor

(t 8,689,800) 12,454,7OO)

2Ot9l2O2O

Kshc

(22.557.8001

3,767,600
100,400

.l,029,600

(20,394,2O0)

31,640,400

2O18/2O19
Kshs

(6.304.400r

3,699,000
150,500

235,800
12,882,200

2,125,7O0

24t,5OO 7,789,9OO

(5.340.500) 16.527.600

2,147,3O0 6,416,900

3l

2,147,3OO 6,416,900



Gusii Woter ond Sanitolion Compony Ltd
Annual Reporls ond Finqnciol Stolements
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NOTES TO THE FINANCIAI STATEMENTS (Continued)
29. FINANCIAL RlsK MANAGEMENT

The Compony's octivities expose it to o voriety of flnonclol risks lncluding credlt ond llquidity rlsks ond
effects of chonges in foreign currency. The compony's overoll risk monogement progromme focuses on

unpredlctobllity of chonges in the buslness environment ond seeks lo mlnlmlse the potentlol odverse effect
of such rlsks on its performonce by settlng occeptoble levels of rlsk. The compony does not hedge ony
rlsks ond hos in ploce policies to ensure lhot credit ls only extended to customers wlth on estobllshed credit
history.

The compony's finonciol risk monogement obiectives ond policles ore detolled below:

(i) Credit risk

The entity hos exposure to credit risk, which is the risk thot o counter-porty will be unoble to poy omounts
ln full when due. Credit risk orises from cosh ond cqsh equlvolents, ond deposits with bonks, os well os

trode ond other receivobles ond ovolloble-for-sole finonciol investments.

Monogement ossesses the credlt quolity of eoch customer, toking into occount lts flnonciol posltlon, post
experience ond other foctors. lndividuol risk llmits ore set bosed on internol or externol ossessment in
occordonce \Mlth llmlts set by the direclors. The omounts presented ln the stolement of flnonciol positlon
ore net of ollowonces for doubtful receivobles, estimoted by the compony's monogement bosed on prior
experience ond their ossessment of the current economic environment.

The corrying omount of finonciol ossets recorded in the finonciol stotements representing the entity's
moximum exposure to credit rlsk without toking occount of the volue of ony colloterol obtoined is mode
up os follows:
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NOTES TO THE FINANCIAI STATEMENTS (Continued)

29 FINANCIAI RISK MANAGEMENT (Continued)

(i)

At 30 June 2Ol9

Receivobles from exchonge tronsoctions

Bonk bolonces

Totql

Ar 30 June 201 8

Receivobles from exchonge tronsoctions

Bonk bolonces

Tolol

At 30 June2Ol7

Receivobles from exchonge tronsoctions

Bonk bolonces

Totol

Fully
Tolol omounl performing Posl due

Kshs Kshs Kshs

lmpoired

Kshs

I I4,353,400

2,147,3OO

I 16,500,200

83,222,9OO

6,416,900

94,9O2,5OO

25,603,3O0

4,431,3O0

80,034,600

0

0

0

0

0

0

0

0

0

o

0

o

0

0

0

0

0

0

0

0

0

0

0

0

0

o

0

The customers under the fully performing cotegory ore poying their debts os they continue troding. The
credit risk ossocioted with these receivobles is minimol ond the ollowonce for noncollectoble omounts thot
the compony hos recognized in the finonciol stotements is considered odequote to cover ony potentiolly
irrecovero ble omounts.

The entity hos significont concentrotion of credit risk on omounts due from Moior Customers.

The boord of directors sets the compony's credit policies ond obiectives ond loys down porometers within
which the vorious ospects of credit risk monogement ore operoted.

ii) liquidify risk monogement

Ultimote responsibility for liquidity risk monogement rests with the entity's direc,tors, who hove built on
oppropriote liquidity risk monogement fromework for the monogement of the entity's short, medium ond
long-term funding ond llquidity monogement requirements. The entity monoges liquidity risk through
contlnuous monitoring of forecosts ond octuol cosh flows.
The toble below represents cosh flows poyoble by the compony under non-derivotive finonciol llobilities
by thelr remoining controctuol moturities ot the reporting dote. The omounts dlsclosed in the toble ore the
controctuol undiscounted cosh flows. Bolonces due within I 2 months equol their corrying bolonces, os the
impoct of discounting is not significont.
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NOTES TO THE FINANCIAI STATEMENTS (Conlinued)

29 FINANCIAt RISK MANAGEMENT (Continued)

(iii) Morkel risk

The boord hos put ln ploce on Internol oudit functlon to osslst it ln ossesslng the risk foced by the entity on
on ongoing bosis, evoluote ond test the deslgn ond effectiveness of its lnternol occountlng ond
operotionol controls.

Morket rlsk is the risk orlsing from chonges in morket prices, such os interest rote, equlty prices ond forelgn
exchonge rotes whlch will offect the entity's lncome or the volue of its holding of finonclol instruments. The

obiective of morket rlsk monogement is to monoge ond control morket risk exposures within occeptoble
porometers, while optimizing the return. Overoll responsibility for monoglng morket risk rests wlth the
Audit ond Risk Monogement Committee.

The compony's Finonce Deportment is responslble for the development of detoiled risk monogement
policies (subiect to review ond opprovol by Audit ond Risk Monogement Committee) ond for the doy to
doy implementotion of those policies.
There hos been no chonge to the entity's exposure to morket risks or the monner in which it monoges ond
meosures the risk.
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NOTES TO THE FINANCIAL STATEMENTS (Conlinued)

29 FINANCIAI RISK TvIANAGEIvIENT (Continued)

(i) Mqrkel risk (Continued)

q) Foreign currency risk

The entity hos tronsoctionol currency exposures. Such exposure orises through purchoses of goods ond

services thot ore done in currencies other thon the locol currency. lnvoices denominoted in foreign

currencies ore poid ofter 30 doys from the dote of the invoice ond conversion ot the time of poyment is

done using the prevoiling exchonge rote.

The entity monoges foreign exchonge risk form future commerciol tronsoctlons ond recognized ossets ond

liobllities by proiectlng for expected soles proceeds ond motching the some with expected poyments.
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b)

NOTES TO THE FINANCIAI STATEMENTS (Conlinued)

29 FINANCIAL RISK MANAGEMENT (Continued)

(ii) Morkel risk (Continued)

Foreign currency sensitivily onolysis

The following toble demonstrotes the effect on the compony's stotement of comprehensive Income on
opplying the sensltlvity for o reosonoble possible chonge in the exchonge rote of the three moin
tronsoctlon currencles, with oll other voriobles held constont. The reverse would olso occur if the Kenyo
Shilling opprecioted with oll other voriobles held constont.

c) lnteresl role risk

lnterest rote rlsk ls the rlsk thot the entity's flnonclol condltlon moy be odversely offected os o result of
chonges in interest rote levels. The compony's interest rote rlsk orlses from bonk deposlts. Thls exposes the
compony to cosh flow interest rote risk. The Interest rote rlsk exposure orlses molnly from interest rote
movements on the compony's deposits.

Monogement of inleresl rote risk
To monoge the interest rote risk, monogement hos endeovored to bonk with institutions thot offer
fovouroble interest roles.

Sensitivify onolysis

The entity onolyses its interest rote exposure on o dynomic bosis by conductlng o sensltlvity onolysis. This

involves determlnlng the impoct on profit or loss of defined rote shifts. The sensltivlty onolysis for interest
rote rlsk ossumes thot oll other voriobles, in porticulor foreign exchonge rotes, remoin constont. The
onolysls hos not been performed on the some bosis os the prlor yeor.
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29 FINANCIAI RISK MANAGEMENT (Continued)

Foir volue of finonciol ossels qnd liobilities

o) Finonciol inslrumenls meosured ol foir volue

Determinotion of foir volue ond foir volues hierorchy

IFRS 7 specifies o hlerorchy of voluotlon techniques bosed on whether the inputs to those voluotion

techniques ore observoble or unobservoble. Observoble inputs reflect morket doto obtoined from

independent sourcesi unobservoble inputs reflect the enfify's morket ossumptions. These two types of
inputs hove creoted the following foir volue hierorchy:

o Level I - Quoted prices (unodiusted) in octive morkets for identicol ossets or liobilities.

This level lncludes listed equity securities ond debt instruments on exchonges.

o Level 2 - lnputs other thon quoted prices included within Level I thot ore observoble for
the osset or liobility, either directly (thot is, os prices) or indirectly (thot is, derived from prices).

o Level 3 - inputs for the osset or liobility thot ore not bosed on observoble morket doto
(unobservoble inputs). This level includes equity investments ond debt instruments with significont
unobservoble components. This hierorchy requires the use of observoble morket doto when ovoiloble.
The enlily conslders relevont ond observoble morket prices ln ils voluotions where possible.

There were no tronsfers between levels I , 2 ond 3 during the yeor.

o) Finonciol inslrumenls nol meosured ol foir volue

Disclosures of foir volues of finonciol instrumenls not meosured ot foir volue hove not been mode becouse

the corrying omounts ore o reosonoble opproximotion of their foir volues.
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NOTES TO THE FINANCIAI STATEIvIENTS (Continued)

29 FINANCIAL R!5K MANAGEMENT (Continued)

iv) Copitol Risk Monogemenl

The obiective of the entity's copitol risk monogement is to sofeguord the Boord's obility to continue os o
going concern.

30. !NCOPORATION

The entity is incorporoted In Kenyo under the Kenyon Componles Act 201.5 ond ls domlclled ln Kenyo.

3I. EVENTS AFTER THE REPORTING PERIOD

There were no moterlol odlusting ond non- odiusting events ofter the reporting period.

32. CURRENCY

The flnonciol stotements ore presented In Kenyo Shillings (Kshs).

33. GOING CONCERN

The flnonclol stotements hove been prepored under the hlstoricol cost convention. The finonclol stotements
hove olso been prepored on o golng concern bosls.
As ot 30 June 2020, the stotement of finonclol positlon reflected on excess of current llobillties over
current ossets. The worklng copitol deficit wos primorily coused by the weok credlt ond collectlon pollcies.
Moreover, durlng the finonciol yeor ended 30 June 2O2O the Compony experlenced operotlng losses of
21,725,80O (201 9: loss (6,304,300). This extremely dlsoppointlng performonce reflected the continued
difficult trodlng conditions suffered by the Compony demond monogement ond service oreo coveroge
coused by the lncreosed level of Non-Revenue Woter ln the dlstribution system. The contlnulng vlobility of
the Compony ond its obility to continue os o going concern is dependenl upon the Compony being
successful in its continulng efforts in growlng lts revenue bose ond/or occesslng odditlonol sources of
copitol from finonclers.
Ihe diredors ore sotlsfled thot the Compony is oble to meet its working copitol liobilities through the
normol cycllcol noture of receipts ond poyments.
The Compony hos successfully exponded lts revenue bose by securing o moior loon through the
Government of Kenyo for exponsion works ot Kisii ond Nyomiro which wlll hove odditlonol net cosh
inflows.
Consequently, the directors hove prooctlvely sought to oddress the deficiency in net current ossets ond
improved cosh performonce vio the following initlotives:
o) Contlnued focus on debtors Involce collectlons, keeplng Inventory levels ot o mlnlmum; ond
b) Contlnued focus on cost monogement ond contolnmenf ln oll oreqs of buslness.
As o result of the obove motters, the directors ore of the vlew thot the Compony willcontlnue os o golng
concern ond, therefore, will reolize its ossets ond liobillties ond commitments in the normol course of
business ond ot the omounts stoted in the finonciol stotements. The directors remoln confldent obout the
successful ochlevement of prolected income torgets ond therefore no odiustments hove been mode to
these flnonclol stotements reloting to the recoverobllity ond clossificotlon of the osset corrying omounts.

The directors believe thot the Compony will be successful in the obove motters ond, occordingly, hove
prepored the finonciol stotements on o going concern bosis.
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APPENDIX I: PROGRESS ON FOLTOW UP OF AUDITOR RECOMMENDATIONS

The following is the summory of issues roised by the externol ouditor, ond monogement comments thot

were provided to the ouditor. We hove nominoted focol persons to resolve the vorious issues os shown

below with the ossocioted time frome within which we expect the issues to be resolved.

Monoging Direclor Chqirmon of the Boord

a

3

Reference
No. on the
exlernol

qudit
Reporl

lssue /
Observolions
from Audilor

Monogemenl
commenls

Focol Point
person lo

resolve lhe
issue (Nome

ond designation)

Slolus:
(Resolved /

Not
Resolved)

Time frome:
(Put a dote
when you

expect lhe
issue lo be
resolved)

I Trode Poyobles Poyment plon in ploce
MD,
Procurement
Monoger, FM

Not resolved

2. Agency Account
Provlded support
schedules

MD, FM Resolved

3.
Unpoid Shore
copitol

Discussion ongoing
withh County
governments

Boord of
Directors

Not resolved

4.

Foilure to
disclose
moteriol
uncertointy in

relotion to going
concern

Continuous Process MD, FM Not resolved

5.
Non-Revenue
Woter

lmplementotlon of
NRW Monogement
plon

MD, TM Not resolved

6. Sroff Costs
To comply with
regulotlons

Boord of
Directors, MD,
HRM

Not resolved

7,
Unreguloted
octing copocity

Not yet resolved
Boord of
Directors, MD,
HRM

Not resolved

8..

Lock of risk

monogement
policy

Not yet estoblished
Boord of
Directors,
lnternolAuditor

Not resolved

9

Debt
monogement
policy ond
strotegy

Not yet estoblished

Boord of
Directors,
Commerciol
Monoger

Not resolved

si,

39

sig
.s(^



,'

{

Gusii Woler ond Sonilotion Compony Ltd
Annuol Reporls qnd Finonclol Slolemenls
For lhe yeor ended June 30, 2020

APPENDIX ll: INTER-ENTITY TRANSFERS

ENTITY NAME:
Breqk down of Trqnsfers from the County Governmenls
FY 20r 812019

g. Recurrenl Grqnls
Direct tronsfer to
Kenyo Power Amount (KShs)

lndicote the FY to which
the omounts relote

20,016.100 2O19/2O2O
Totol 20,0r 6,100

b. Developmenl Gronts
Bonk Stotement
Dote Amount (KShs)

lndicote the FY to which
the omounts relote

Totol 0

c. Direct Poymenls
Bonk Stotement
Dote Amount (KShs)

lndicote the FY to which
the omounts relote

Totol 0
d Donor Receipls

Bonk Stotement
Dote Amount (KShs)

lndicote the FY to which
the omounts relote

Tolol 0

The obove omounts hove been communicoted to ond reconciled with the porent Ministry

Finqnce Monoger
Gusii Wqter ond Sonilotion Compony Lld

si
.,-{gri..*.-*

ff-

Heod of Accounting Unit
County Governmenl

Dote-

Si
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