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1. Acronyms and Glossary of Terms

ICPAK Institute of Certified Public Accountants of Kenya
IFRS International Financial Reporting Standards ‘ ".:i"
MD Managing Director E
PFM Public Financial Management
PSASB Public Sector Accounting Standards Board

WASREB Water Services Regulatory Board

EMC Elgeyo Marakwet County

LYVNWWDA  Lake Victoria North Water Works Development Agency
NRVWWDA  North Rift Valley Water Works Development Agency
WTF Water Trust Fund g
CPF County Pension Fund

CIDP County Integrated Development Plan

BOD Board of Directors
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2. Key Entity Information

Background information

The Cherangany Marakwet Water and Sanitation Company Limited [CHEMAWASCO] was formed
from two community water supplies: The Kapcherop and Kapsowar water supplies which were under
the then District water engineers .It was established as an agent of the former water service Board
that transited to Lake Victoria North Water Works Development Agency (LVNWWDA). The
repealing of the water works Act 2002 to the enactment of the Water Act 2016, the organization of
structures and regional offices renders the company an agent of the North Rift Valley Water Works
Development Agency (NRVWWDA) under the county department of water and sanitation services.
At the county level the company is represented by the County Executive Committee Member
rcsponsibié for water, sanitation, lands, environment and climate change and the county Executive
member Finance and Economic planning, which together with the Board of Directors are responsible
for the general poli;cy and strategic direction of the company. The company is domiciled in Elgeyo
Marakwet Counlyi”Marakwcl West Sub County, Kapsowar Location and its offices are in the
department of wali:l:' offices Kapsowar and have branches in Marakwet West Sub-county:; Kapcherop
and Kapsowar Water Schemes. The Company was established and incorporated in 12" May 2017,
incorporation certificate number PVT-AAACVQI, five years after devolution and as a result of the
promulgation of the constitution of Kenya 2010: water and sanitation services being a devolved
function as enlisted in schedule four of the Constitution of Kenya 2010, to provide a solution to
perennial water shortages that had the public and the growing towns of Kapcherop and Kapsowar.
Due to resistance to-change from the community ,their demanding that services be rendered to them
free of charge, was an impediment to the speedy setting of structures, corporate governance issues
and opcral'ionalixal_i()n of accounts until 14" June 2022,something made possible by the deployment
of County stall (_)‘I;rl"‘SCC()ndl‘nCl‘ll to enable completion of the process. The improvement of service
provision to the public indicated by the increase of number of houscholds connected, played a major
role in minimizing the resistance to change.

The enactment of the Elgeyo-Marakwet Water Management Act 2021 was a milestone for the
Company which had experienced resistance to change in some parts of the community. Formulating a
county water policy will assist in enforcement of the water Act and other relevant laws. the
constitution of the Board of Directors who were appointed on stakeholder participation process

having been the officials of the community water supplies, that formed the company, were among the

i
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reasons of the delay of the company in meeting the threshold of operating and rcporting as a different
entity.

The company is registered with the registrar of companics Kenya and operates under a service
provision Agreement held by the North Rift valley Water Works Development Agency
(NRVWWDA). IUs undergoing the process of being regulated with support of the Agency. The
tariffs in use are the ministry of water approved tariffs. The top management human resource capital

is a support of the county government of Elgeyo-Marakwet.

LoARe T
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Principal Activitics

The principal activities of the Company include;

a.  Development of Water supply infrastructure;

b Development of Sewerage infrastructure;

¢. Operation and rehabilitation/ maintenance of the water infrastructure;

d. Sourcing, ll'cullﬁm]t. distribution of water and provision of sewerage services; and

¢. Financial management (billing, revenue collection and efficient application of financial
resources).

In addition, CHEMAWASCO is also expected to participate in the conservation of water resources
through consumer education and other initiatives in liaison with Water Services Regulatory Board,
the Elgeyo Marakwet County Government, and other water sector institutions and stakeholders.

VISION -

To be the Leading water service provider: in the provision of adequate, quality water and sanitation
services.

MISSION

To ensure provision 0f quality affordable water and sanitation services through effective management
of resources in order to promote the socio economic growth in the region

CORE VALUES

The core values of CHEMAWASCO are:

Integrity : We uphold the highest ethical standards, demonstrating honesty and
fairness in all our operations. We are committed to efficient use of
resources and being accountable for our actions.

Team Worlf - CHEMAWASCO staff work as a committed team in realizing the

Company goals.

Professionalism We take a professional and objective approach in all operations. We
uphold competence, high standards, reliability and excellence in our

work.
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Safety

Innovation

Customer focus

We are committed to safe working cnvironmcm. =g|1d protection of the
environment as we undertake our operations. -

CHEMAWASCO recognizes that innovation is key in improving service
delivery. The Company is therefore committed to fostering creativity and
innovation in the entire work force.

We recognize that our customers are the rcason why we exist. We
endeavour to provide high quality services which mecet customer needs

and honour commitments that we have made to them.

°
5
5
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Directors

The Directors who served the entity during the year/period were as follows:

I.  REUBEN KEMBOI TEKEROI- Chairman
2. EMMY JEROTICH KOSGEI- Chief Executive

3. JANNIFIFER WAYUA SANGUT

4. VINCENT CHANGWONY CHERUIYOT

5. CHANG'KWONY M NIXON

0. .I()SPI?I/\'I' KIBIWOTT TANUI

7. BI-IRNADl-f'I:-;l' JEPKOECH YANO

8. JAMLES CHIEBOI

9. GEOIFFRLEY KIPKEMBOY KIMAIYO

Registered Office
Marakwet West Sub-county
Water Offices.

Kapsowar

P.O. Box 107-30705
Kapsowar, KENYA.

Corporate Headquarters
Marakwet West Sub-county
Water Office.

Kapsowar

P.O. Box 107-30705
Kapsowar, KliNY/.\‘.‘

Vil

- Appointed on 6™ October 2021
- Appointed on 6" October 2021
-Appointed on 6™ October 2021
- Appointed on 6" October 202 |

- Appointed on 6" October 2021
- Appointed on 6" October 2021
- Appointed on 6™ October 2021
- Appointed on 6" October 2021
- Appointed on 6" October 2021
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Corporate Contacts
Telephone: (254) 786420820 / 0797608478

I--mail: chemawasco2017@gmail.com
g

Corporate Bankers
Kenya Commercial Bank

P.O Box 456-30705

Kapsowar Branch

Equity Bank
P.O Box 30311-00100

Kapsowar Branch

Independent Auditors

Auditor General

The Office of the Auditor General
Anniversary Towers, University Way
P.O. Box 30084 GPO 00100

Nairobi, Kenya

Principal Legal Advisers

The Attorney General

State Law Office, Harambee Avenue
P.O. Box 40112

City Square 00200

Nairobi, Kenya

vili
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3. The Board of Directors

Dll‘CCtOl S _

Details

; VIN(J NT CHANGWONY
CHERUIYOT

DATE OF BIRTH - 00/00/1972

Chairman of audit/finance committee

Academic qualification-KCSE

Worked as:
- Board Member of Kipleketet Primary School
- larmer

"REUBEN KEMBOI
TEKEROI

DATE OF BIRTH - 00/00/1965
-Board chairman
Academic qualification -KCSE
Worked as;
- Current Chairman Board of Directors Cherang’a
Marakwet Water & sanitation company Itd
- Kenya Police Officer
- Elected councillor
- Farmer

EMMY JEROTICH
KOSGE]

j.- |

DATE OF BIRTH - 19/09/1979

A member of the audit/finance/ technical/general
committee

Academic qualification ~-DEGREE

Worked as;

- Aclerical officer Ministry of Interior and
coordination of county government of Elgeyo-
Marakwet.

- Ward Administrator; Kapsowar ward, LElgeyo
Marakwet County.

- Current acting Managing Director Cherang’any
Marakwet Water & sanitation company Itd.

~ JANNIFFER WAYUA
SANGUT

DATE OF BIRTH - 01/07/1965
A member of the audit/finance committee
Academic qualification ~-KJSE
Worked as;
- Business lady

CHANG’KWONY M
NIXON

Ref | 1

0

2

T

i

ké ‘}m

— T

—

DATE OF BIRTH - 00/00/1980
A member of the audit/finance committee
Academic qualification -MASTERS
Worked;
- Inthe department of finance Baringo County
- former Chief Officer Finance and Economic
planning Elgeyo Marakwet county.
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[7 JOSPHAT KIBIWOTT | DATE OF BIRTH — 00/00/1970

TANUI - Member of technical/general purpose committee

, ‘ Academic qualification - DEGREE
Worked; i
- As chief officer department of water, lands,
environment and climate change in Elgeyo-
Marakwet county
- In the office of the governor, trade, sports and 1C
Elgeyo Marakwet county
| - S - Assurveyor in the National Government.
8 Date Of Birth; 11/4/1959
; BERNADETT JEPKOECH
YANO | -A member of the audit/finance committee

Academic qualiﬁcalior; ~CERTICATE
Worked ;
- As Pl teacher
|- Asbusincss lady. .
JAMLES CHEBOI | Date Of Birth 00/00/1970 -
Chairman of audit finance committee
Academic qualification -DIPLOMA
Worked ; '
- As amember of technical and audit committee
Cherangany Marakwet Water & sanitation
____companyltd
DATE OF BIRTH-07/01/1980
GEOFFREY - Member of technical/general purpose committee
KIPKEMBOY | Academic qualification -MASTERS
KIMAIYO | Currently chief officer roads, transport and public works
{ Elgeyo Marakwet county
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4. Managément Team

- Holds a Bachelor of Commerce Degree (Finance)
and He is a certified public Accountant of Kenya
B Diasid Kl and a member of Institute of certified public

accounts of Kenya (ICPAK).
- Worked as the commercial manager for the
company.
- Worked as an Accountant | in the Department of
- : Finance and Economic Planning (accounts and
: Reporting Section)
' - Worked in the revenue Section in the 2016-2017

Ag. Managing Director

2 CPA Andrew Kiplagat
Ag. Commercial Manager

- Holds a Bachelor of Business Management
(Accounting option) and He is a certified public
Accountant of Kenya and a member of Institute of
certified public accounts of Kenya (ICPAK).

- Assists the management in putting up structures for
both accounting and financial reporting for the
company.

3
Alfred NatoWalioli
Ag. Technical Manager

-Holds Certificate in Water Engineering.

-He worked for the ministry of water in different
capacities in keiyo south and Marakwet west sub
counties, kitale, mount E:lgon, kiambu
-Currently working as Technical manager
Cherang’any Marakwet Water and sanitation
company

X1
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5. Chairman’s Statement
Indeed a hopeful and successful journey has been started in Elgeyo Marakwet county through the
establishment of Cherang’any Marakwet Water and sanitation Company lim‘itcd (CHEMAWASCO)
Which is expected to work tirelessly towards providing access to clean, rcliai’ilc and quality water and
sanitation services as a basic need to the residence of marakwet region in a move towards achieving
the vision 2030 objectives. The resultant outcome and impact of the services alrca(ly»rcndcrcd to our
clients gives us a relentless effort to move on. |
Having walked a journey from community water supplies started way basic‘ in the late 80°s into a
company and the inclusivity of the minority Sengwer Community in the top mahagement, gives
meaning to article 10 and 232 of the constitution of Kenya 2010. The inclusivity and participatory
engagements in the governance of the water and its structures by having Board of Directors who were
among the initiators of the community water projects that formed the company, has helped in
reducing conflicts and challenges arising from resistance to change .
Despite the company’s young existence, and current provision of water services only, the feedback
from the clients and request by the community water projects around the jurisdictional territory to be
enjoined into the company is a clear indication of customer satisfaction. This wili‘ make casy the
allocation of funds through the county Equitable Development Act (EDA 2()1'15) for-start of the next
phase of providing sanitation services. 1‘
Sincere thanks goes to our valued customers for their belief in us, the COLlnlyAf(]ovcrnmcnl of Elgeyo
Marakwet support in human resource and infrastructure, the North Rift valley Water Works
Development Agency (NRVWWDA) for the immense support in the registration of the company
with the registrar of companies and the on-going process of registration with the water services
regulator (WASREB), the technical support in making decisions for the mega projects falling under
the category of donor funded projects, the energy they are putting through proposals to sec the
previously designed Kimanich Kapsowar water projects are funded 1cadin"g to its current stage of
scope of works which so the presentation of the inception Report by the consultant and the Company
staff for their tircless efforts in service delivery.

Wish you all God’s grace and abundant blessings.

Mr. Reuben Teckeroi.

Chairman Cherang’any Marakwet Water and Sanitation Company Limited

X1
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6. ch()rt of the Managing Director
The statement “a journey of a thousand miles starts with a single step serves true for Cherangany
Marakwet Water and Sanitation Company Limited.
The Company having been formed from two community water supplies of Cherangany water users
and Kapsowar water supply has shown tremendous improvement at the base of an expected new
company.

The perennial water Sl1()g‘lages in the towns of Kapsowar and Kapcherop which was occasioned by
regular breakages aiéhg lhe gravity mains causing the business community especially in the abattoirs
going to the sllcus leumnﬂ for their rights, soon became a thing of the past. Despite the increasing
demand of water duc to vast growing towns and population, the rationing program has enabled all the
zones be served at spLuI‘c scheduled times. The constitution of Kenya 2010 as enshrined in schedule
four and subsequent enactment of the Water Act 2016, giving the devolved governments to establish
waler service providers (WSPs) in their counties was a probable solution to avoiding mismanagement
of water resources when such projects were managed by everybody and in a manner with no clear cut

rules and seeing to it that there is value for money and sustainability of the projects. The further
establishment of the Water Works Agencies and having regional offices brought closer to the clients
for our case (NRVWWDA) is a great boost to the growth of the company.

Connectivity is Cxp_j.{::iéicd to rise vastly when a designed 6000metres cubic Kimanich Kapsowar Mega
project that cuts acr’i{)ss the Marakwet East and West sub counties, which is currently at the inception
stages and the succ’_@ésful completion of the proposed mega project and the planned improvement of
the existing water i;;;;-frasll'uclLll'c in both Kapsowar and Kapcherop schemes, including capacity
building for the confﬁbany stalf will be a game changer for the company and the water sector in

I:lgeyo marakwet county.

God bless us all.

: ‘}*—"' Y “ \\{\b[J
CPA Dd\’ld Klmut:u
Ag. Managing Dircctor,

Cherangany Mara!ﬂgwct Water and Sanitation Company limited.

Xiii
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7. Statement of Performance against Predetermined Objectives for FY 2023/24

Cherangany Marakwet Water and Sanitation Company limited have j’bur strategic  pillars/
themes/issues and objectives within the current Strategic Plan for the FY 2023- FY 2024. These
strategic pillars/ themes/ issues are as follows:

i.  Customer service
Customer service is the main arca to focus on for any business to grow. The management of the
company has deliberately stressed on making sure that the customer is properly served in a timely
and efficient manner, this will ensure that he/she gets value for the monies spent in acquiring the
service or goods.

ii. Improved access to water =
The transition from the two water supplies to the new company came with a 101 of challenges and this
pillar was specifically developed to focus on the improvement of the wa{cr works infrastructure
especially in the towns situated within the company’s arca of service this will in turn enhance the
distribution of the water to more clients despite the rationing programs.

iii.  Corporate governance
Cherangany Marakwet Water and Sanitation Company Limited started operating [ully as a company
two years ago and the Board of Directors, management, NRVWWDA and the county government of
Elgeyo Marakwet have been working on the structures of the company -cspecially the corporate
governance part which the stakeholders are currently working as a team to see it through.

iv.  Project sustainability ‘I
All the stakeholders to this company are developing ways and strategics of-cnsuring that the new
company starts in a good footing and that the projects taken over [rom thc Agency, county
government and the former water supply are sustainable and the wananchi get value for monies

invested.
Cherangany Marakwet Water and Sanitation Company limited will develop its annual work plans

based on the pillars/themes/issues to achieve its objectives and targets sct. Assessment of the Board’s

performance against its annual work plan will be donc on a quarterly/annual basis.

Xiv
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8. Corporate Governance Statement

Corporate governance is an integral part in the running of any institution. It is in this regard that the
Cherangany Marakwet Water and Sanitation in collaboration with North rift Valley Water Works
Development /\gcnﬁ’y, The County Government of L:lgeyo Marakwet and the stakeholders are in the
process of recruiting new board of Directors in accordance with the WASREB Regulations. The
process is almost d&n_g and the report has been presented to the appointing authorities. The current
Board of D’rrcclorsﬁ@cre appointed from the committees of the former water supply but according to
the requirements l'o_rﬁ‘c:gislralion by WASRLERB a stakeholders meeting should be done to select the
sclection pancl that will carry out the process of recruitment of the new Board of Directors in
accordance with the law. This process is in its advance stage and as the company managers we are
working closely with our stakeholders to ensure that the proper structures of the new company are put
in place.

The company will after the constitution of the new board Directors review the existing process of
appointment and removal of directors, roles and functions of the Board, existence of a board charter,
the number of Board meetings held and the attendance to those meetings by members, succession
plan, induction and training, board and member performance, conflict of interest, board remuneration,
cthics and conduct Ia,% well as governance audit.

XV
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9. Management Discussion and Analysis

The cherangany marakwet water and sanitation company limited can attest to the saying that a
Journey of a thousand miles starts with a step, this can be seen in the performance of the company in
the just few years of its full operations, despite the challenges which as mziﬁé\gcmcnl we have taken
it as an opportunity to grow and improve in the development of controls and systems for the new
company. The improvement in the infrastructure and the distribution networks in both Kapcherop
and Kapsowar schemes have seen a tremendous reduction in the complaints from our clients and the
revenues collected improved. This as shown that there is a direct correlation between improved
customer service/satisfaction and the revenue collected. Some of the improvement measures
implemented includes; proper rationing of water to all the zones in the two schemes, collaboration
and team work between the revenue team and the operation team, sensitization and public awareness
campaigns to reduce resistance since the clients were used to get the service free of charge and
introducing them to the need for payment of water bills to enable them reccive treated water as per
the constitution 2010 and the water act 2016. Some of the on-going cntity’s compliance with
statutory requirements is the registration with WASREB which is in the stage of the Board of
Directors sclection panel induction and training by the NRVWWDA, The major risks facing the
organisation is the resistance by the community to be supplied with treated water raising the fears of
not being able to usc the water for irrigation purposes especially in the' remote zones of the
company’s service area, the company does not have any major material arrcars in statutory and other
financial obligations especially if it receives the payments of arrcars from the existing debtors
especially the county government facilities and educational institutions currently served by the
company. In regard to the review of the economy, currently most of our clients have not been able to
settle their bills due to tough economic times and this can be scen from the arrcars increase in the
past six months. The sectorial working groups during the review of the CIDP for the county
Government of Elgeyo Marakwet had proposed the financial support for the company to enable it
have proper structures and for its sustainability, some of the future developments envisaged by the
company is the proposed Kimanich Kapsowar water project funded by the national government
through the North Rift Valley Water Works development Agency (NRVWWDA). which is expected
to serve the residents of marakwet West and East sub counties and currently at its inception stages
and the consultant for the project is already on the ground preparing the inception report.

XVi
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10.  Environmental and Sustainability Reporting

i) Sustainability strategy and profile

The top management of Cherangany Marakwet Water and Sanitation Company will come up
with sustainability strategy taking into consideration the sustainable efforts, broad trends in
political and macroeconomic affecting sustainability priorities in reference to international

best practices and key achievements and failure.

ii)  Environmental performance

The company engaged in the school re-greening program championed by HE Governor
wisely Rotich to ensure that all the schools within Elgeyo Marakwet plant trees in a portion of
their land l(').'-fl."ap global warming and in line with the national government program of planting
fifteen |ﬂil£i6ﬂ trees. The environmental policy guiding the organisation will be developed,
this will as.s:cssed from time to time so as to outline successes, shortcomings, efforts to
manage biodiversity, waste management policy and efforts to reduce environmental impact of

the organisation’s products and services.

iii) Employee welfare

The company when fully operational in the next few years, intends to come up with the

human resource manual with policies for guiding the hiring process and will take into account

the gender é@lio. stakcholder engagements and ensure that these policies are improved. It will
i

also come up_with systems and strategies in improving skills and managing careers, appraisal

and rcwurd:‘;yslcms. The organisation will also have its policy on safety and compliance with

()ccupaliona'l'] Safety and Health Act of 2007, (OSHA)

iv) Ma rkét place practices-
The organisation will ensure the following practices are adhered to:
a)  Responsible competition practice.
The company will ensure that there are responsible competition practices with issues
like anti-corruption, responsible political involvement, fair competition and respect for

com;ﬁ.clilor.

XVii
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b)

d)

Responsible Supply chain and supplier relations

Cherangany Marakwet Water and sanitation company will maintain good business
practices; treat its own suppliers responsibly by honouring contracts and respecting
payment practices.

Responsible marketing and advertisement

Outline cfforts to maintain cthical marketing practices.

Product stewardship

The company will put in efforts to safeguard consumer rights and interests.
%

Corporate Social Responsibility / Community Engagements "

The company through the engagement with the community managed to send some
representatives to visit the kapchesewes children’s home during their happy day
celebrations. The Ag Managing director accompanicd the team ol accountants to Kobil
school for the physically challenged to assist the management in the purchase of the
wheelchairs and other basic nceds for the children. Together with the community of
Kapsowar we contributed to the Kapsowar fire incident funds drive to assist the
affected get back to work after the destruction of their bclongingﬁ by the fire during the
incident. The company will always work with other stakcholders in carrving out
corporate social responsibility activities in the next coming year so as (o bring an
impact on the society that it operates in such as charitable giving social investments

and other forms of community engagements.

XViil
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11.  Reportof the Dircctors
The Directors submit their report together with the audited financial statements for the year ended

June 30, 2024 which show the state of the company’s affairs.

i)  Principal activities

The principal activities of the Company are water supply and sanitation services.

ii) Results

The results of the company for the year ended June 30, 2024 are set out on page 1.

i) Dividends
The company has not declared dividends for the year ended 30, June 2024 due to it owned fully

owned by the county government of Elgeyo Marakwet.
iv) Dircctors

The members of the; Board of Directors who served during the year are shown on page VII. IX and X

[n accordance with Regulation 10 of the company’s Articles of Association.

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

229 of the Constitution of Kenya and the Public Audit Act 2015
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12. Statement of Directors’ Responsibilities

Section 164 ol the Public Finance Management Act, 2012 and companies Act 2015 and water act
2016 require the l)ifcbtors to preparc financial statements in respect of that Company, which give a
truc and fair view of'the state of affairs of the Company at the end of the financial year/period and the
operating results nf'.lzhc Company for that year. The Dircctors are also required to ensure that the
Company keeps proper accounting records which disclose with reasonable accuracy the financial
position of the Company. The Directors are also responsible for safeguarding the assets of the

Company.

The Directors are responsible for the preparation and presentation of the Company financial
statements, which give a true and fair view of the state of affairs of the Company for and as at the end
of the financial ycai (period) ended on June 30, 2024. This responsibility includes: (i)Maintaining
adequate financial management arrangements and ensuring that these continue to be effective
throughout the reporting period:(iiymaintaining proper accounting records, which disclose with
rcasonable accuracy at any time the financial position of the entity; (iii)Designing, implementing and
maintaining internal controls relevant to the preparation and fair presentation of the financial
statements, and cnsuring that they are free from material misstatements, whether due to error or
fraud; (iv)Sal'cguzu'di-ng the asscts of the Company; (v)selecting and applying appropriate accounting

policies; and (vi)Making accounting cstimates that are reasonable in the circumstances.

The Directors responsibility for the Company financial statements, which have been prepared using
appropriate accounting policies supported by reasonable and prudent judgements and estimates, in
conformity with International Financial Reporting Standards (IFRS), and in the manner required by the

PFM Act. 2012, water act 2016 and companies Act 2015)
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Statement of Directors’ Responsibilities (Continued)

The Directors are of the opinion that the Company’s financial statements give a true and fair view of
the state of Company’s transactions during the financial yecar ended Junc 30, 2024, and of the
Company's financial position as at that date. The Dircctors further confirm the completeness of the
accounting records maintained for the Company, which have been relied upon in the preparation of the

company financial statements as well as the adequacy of the systems of internal financial control.
Nothing has come to the attention of the Directors to indicate that the Company will not remain a going
concern for at least the next twelve months from the date of this statement.

Approval of the financial statements

- . h e .
I'he company financial statements were approved by the Board on 15" September, 2024 and signed on

its behalf by:

\\\ ('\ >
Mr Reuben Tekeroi CPA David Kimutai
Chairperson of the Board Ag Managing Director

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

Enhancing Accountability

REPORT OF THE AUDITOR-GENERAL ON CHERANG’ANY MARAKWET WATER
AND SANITATION COMPANY LIMITED FOR THE YEAR ENDED 30 JUNE, 2024

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

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

B. Report on Lawfulness and Effectiveness in use of public resources which considers
compliance with applicable laws, regulations, policies, gazette notices, circulars,
guidelines and manuals and whether public resources are applied in a prudent,
efficient, economic, transparent and accountable manner to ensure government
achieves value for money and that such funds are applied for the intended purpose.

C. Report on Effectiveness of Internal Controls, Risk Management and Governance
which considers how the entity has instituted checks and balances to guide internal
operations. This responds to the effectiveness of the governance structure, the risk
management environment, and the internal controls developed and implemented by
those charged with governance for orderly, efficient and effective operations of the
entity.

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

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

REPORT ON THE FINANCIAL STATEMENTS
Qualified Opinion

| have audited the accompanying financial statements of Cherang’any Marakwet Water
and Sanitation Company Limited set out on pages 1 to 54, which comprise of the
statement of profit or loss and other comprehensive income, statement of financial

| Report of the Auditor-General on Cherang'any Marakwet Water and Sanitation Company Limited for the year ended
30 June, 2024



position as at 30 June, 2024, statement of changes in equity and statement of cash flows
and a summary of significant accounting policies and other explanatory information in
accordance with the provisions of Article 229 of the Constitution of Kenya and Section 35
of the Public Audit Act, 2015. | have obtained all the information and explanations which,
to the best of my knowledge and belief, were necessary for the purpose of the audit.

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

Basis for Qualified Opinion
1. Variances Between Financial Statement Balances and Supporting Schedules

Review of financial statement submitted for audit revealed variances between financial
statement balances and schedules as shown in the table below;

Financial | Supporting

Statement | Schedules Variance
Details (Kshs) (Kshs) (Kshs)
Operating Revenue 7,703,500 | 10,081,730 2,378,230
Staff Costs 4,010,028 4,375,164 365,136
General Expenses 1,673,265 1,626,699 53,434
Trade Receivables 2,150,915 3,771,915 1,621,000
Maintenance Expenses 1,324,360 803,835 520,525

Further, the schedules provided did not indicate individual payments in the ledger but
were summary of monthly expenditure.

In the circumstances, the accuracy and completeness of the financial statement balances
could not be confirmed.

2. Property, Plant and Equipment

The statement of financial position reflects property, plant and equipment balance of
Kshs.91,500 as disclosed in Note 9 to the financial statements. Examination of assets
register indicated various assets including land, motor vehicles, motor bikes water tanks
among others that were inherited from Lake Victoria North Water Works Development
Agency (LVNWWDA) and County Government of Elgeyo Marakwet of unknown value
and which have not been incorporated in the financial statements.

In the circumstances, the accuracy and completeness of the property, plant and
equipment balance of Kshs.91,500 could not be confirmed

Report of the Auditor-General on Cherang'any Marakwet Water and Sanitation Company Limited for the year ended
30 June, 2024
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3. Grants from the County Government not Recognized in the Financial
Statements

The statement of profit or loss and other comprehensive income reflects Nil grants income
revenue. However, it was noted that the Company had four (4) seconded staff whose
salaries were paid by the County Government but the amount paid was not recognized
as a grant income and in the staff costs as an expense.

In the circumstances, the accuracy and completeness of the financial statements could
not be confirmed.

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

Emphasis of Matter
Statement of Comparison of Budget and Actual Amounts

The statement of comparative budget and actual amounts reflects final receipts budget
and actual on comparable basis of Kshs.8,000,000 and Kshs.7,703,500 respectively
resulting to an under collection of Kshs.296,500 or 3.7% of the budget.

Further, the approved budget for the Company was not signed by the chairman thus
giving doubt of the implemented budget although the board minutes were signed, no
attachment on the budget was made to the minutes.

In addition, the statement of comparison of budget and actual amounts indicated changes
between the original budget amounts and the final amounts but reflected nil adjustments
and it was not clear how the budget amounts changed.

My report is not modified in respect of this matter.

Other Matter

Unresolved Prior Year Matters

In the audit report of the previous year, several issues were raised under Report on
Financial Statements, Report on Lawfulness and Effectiveness in the Use of Public
Resources and Report on Effectiveness of Internal Controls, Risk Management and
Governance. However, the issues remained unresolved

Key Audit Matters

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

Report of the Auditor-General on Cherang 'any Marakwet Water and Sanitation Company Limited for the year ended
30 June, 2024
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REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

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

Basis for Conclusion
1. Failure to Observe Ethnic Balance on Staff Composition

The statement of profit or loss and other comprehensive income and Note 3 to the
financial statements reflects staff costs amount of Kshs.4,010,028. Analysis of payroll
records provided for audit indicated that Cherang’any Marakwet Water and Sanitation
Company Limited had a total of sixteen (26) casual employees in the year under review.
However, all of them hailed from the dominant ethnic community contrary to Section 7(1)
and (2) of the National Cohesion and Integration Act, 2008 which requires that, “all public
offices shall seek to represent the diversity of the people of Kenya in employment of staff
and that no public institution shall have more than one third of its staff establishment from
the same ethnic community

In the circumstances, the Company was in breach of the law.
2. Non-Revenue Water

The statement of profit or loss and other comprehensive income reflects operating
revenue of Kshs.7,703,500 in respect of water sales as disclosed in Note 1 to the financial
statements. However, it was noted that the Company did not maintain records of the
volume of water produced as there was no master meter installed in the intake point.
Although the Company charges a flat rate of Kshs.300 per registered home every month
for water consumed, the Management did not provide meters to the clients and as such
it was not possible to establish acceptable non-revenue water levels.

In the circumstances, the regularity of billing could not be confirmed.
3. Failure to Establish Human Resource Policy and Procedure Manual

The statement of profit or loss and other comprehensive income reflects staff costs
amount of Kshs.4,010,028 which according to Note 3 to the financial statements, included
casual workers’ wages of Kshs.351,500 and other allowances of Kshs.244,095 all
totalling to Kshs.595,595. The other allowances paid were mainly airtime allowance to
seconded staff. However, the entity has not made any effort to formulate human resource
management policy and procedure manual for onward approval by the board.

In the circumstances, the regularity of the payments of Kshs.595,595 made could not be
confirmed.

Report of the Auditor-General on Cherang 'any Marakwet Water and Sanitation Company Limited for the year ended
30 June, 2024
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The audit was conducted in accordance with ISSAI 4000. The standard requires that |
comply with ethical requirements and plan and perform the audit to obtain assurance
about whether the activities, financial transactions and information reflected in the
financial statements are in compliance, in all material respects, with the authorities that
govern them. | believe that the audit evidence | have obtained is sufficient and appropriate
to provide a basis for my conclusion.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

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

Basis for Conclusion

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

Responsibilities of the 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 the
requirements of the Companies Act, 2015 and for maintaining effective internal control as
Management determines is necessary to enable the preparation of financial statements
that are free from material misstatement, whether due to fraud or error and for
assessment of the effectiveness of internal control, risk management and governance

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

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

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

The Board of Directors is responsible for overseeing the Company'’s financial reporting
process, reviewing the effectiveness of how Management monitors compliance with
relevant legislative and regulatory requirements, ensuring that effective processes and

Report of the Auditor-General on Cherang'any Marakwet Water and Sanitation Company Limited for the year ended
30 June, 2024
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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

My responsibility is to conduct an audit of the financial statements in accordance with
Article 229(4) of the Constitution, Section 35 of the Public Audit Act, 2015 and the
International Standards for Supreme Audit Institutions (ISSAls). The standards require
that, in conducting the audit, | obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatements, whether due to fraud or error
and to issue an auditor’s report that includes my opinion in accordance with Section 48
of the Public Audit Act, 2015. Reasonable assurance is a high level of assurance but is
not a guarantee that an audit conducted in accordance with ISSAls will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected
to influence the economic decisions of users taken on the basis of these financial
statements.

In conducting the audit, Article 229(6) of the Constitution also requires that | express a
conclusion on whether or not in all material respects, the activities, financial transactions
and information reflected in the financial statements follow the authorities that govern
them and that public resources are applied in an effective way. In addition, | consider the
entity’s control environment in order to give an assurance on the effectiveness of internal
controls, risk management and governance processes and systems in accordance with
the provisions of Section 7(1)(a) of the Public Audit Act, 2015.

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

Detailed description of my responsibilities for the audit is located at the Office of the

Auditor-General's website at: https://www.oagkenya.go.ke/auditor-generals-
responsibilities-for-audit/. This description forms part of my auditor’s report.

FCPA %%&M‘:Bs

AUDITOR-GENERAL

Nairobi

31 December, 2024

Report of the Auditor-General on Cherang’any Marakwet Water and Sanitation Company Limited for the year ended
30 June, 2024
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14. Statement Of Profit or Loss & Other Comprehensive Income for the Yegn;‘Fn(lcd 30 Junc 2023.

Revenue
Operating Revenue 1 7,703,500 6,729,560
Grants Income 0 0
Other Income 0 0
Finance income 0 0
Other gains/(losses) o | 0
Total Revenue 7,703,500 6729560
Expenses
Staff Costs 3 4,010,028 ' 3,357,580
General and Operations expenscs 4 1,573,265 1,211,871
Board Expenses 5 122,800 = 205,100
Maintenance Expenses 6 1,324,360 - 803,835
Depreciation and Amortization expenses 7 45,750 45,750
Finance Costs 8 20,000 13,000
Total Expenses 7,096,203 5,637,136
Profit/(Loss) Before Taxation 607,297 1,092,424

| Income Tax Expensc/(Credit) - - =

| Profit/(Loss) After Taxation e - 1 B

| Earnings Per Share — Basic and Diluted . " -
Dividend per share - : -

% o

Other Comprehensive Income B
Profit/ (Loss) After Taxation - 5
Surplus Or Deficit on Revaluation Of PPE - -
Remeasurement Of Net Defined Benefit Liability - -
Fair Value Gain/(LLoss) On Investments In Equity - %
Instruments Designated As At FVTOCI (Fair Value
Through Other Comprehensive Income)
Total Comprechensive Income for The Year 607,297 1,092,424
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15 Qtatunent of Financial Position as at 30 June 2023

Assets

Non- currcnt dSSCtS

Property, plant dnd equnpmcm

91,500

137,250

[ntanglblc asscts

Investment pwpuly

nght of -use assc.l,s

Bmlogmdl asscts

Fixed 111101le meslmcms

Quoted investments

U nquoted 1nvulmuus

Total non- curl cnt asscts

137,250

Current dS‘iCt\

]nvcnlorlus

‘T'rade and ruuvab}c

10

2,150,915

1,622,500

Tax recoverable

s

| Short-term dcposus

_B}ink and Laeh baicmus

l ()tz]l n(m (.lll l’Cl‘lfﬂ‘sSLtS

11

447.481

2,598,396

314,434

1,936,934

lotal /{ssets

2,689,896

l‘qunty and lmhllmc

(‘apltal and Reserves

Oldmdry share Cdpltdl

12

100,000

100,000

Revaluation reserve

Jair value dd)uslmcnt reserve

' Retained earmngs 1

m——— —

1,699,469

1,092,172

Capital and Rescrvcs

1,799,469

1,192,172

. . — e R —

I .’_ e e e——— e e e

N(m cur rent Imbﬁ\tus

Deferred tdx lldblln;y

Borrowm;:s

Iease 11<1b1111y

Provmonb .

T{cElémCm benefits

Total non- currcnt .ll'dbllltlcs
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Current liabilities :

Borrowings 13 - E 120000
Lease liability o = ; . B
Provisions - - N
Retirement benefit obligations o o - T -
Trade and other payables o 14 | 638,366”” S 580,89:2 .
Refundable deposits and Prepayments 15 252,121 | 181,120
Deferred income - - ; -
Dividends payable i B
Taxation - - L :
Total current liabilites | 890,427 882,012
Total cquity and liabilities | 2,689,896.35 | 2,074,184

The financial statements were approved by the Board on 15" September, 3024 and signed on its
behalf by:

CPA David Kimutai CPA Andrew Kiplagat Mr. Reuben Tekeroi
Head of Finance

Ag. Managing Director ICPAK M/No 10788 Chairman of the Board

by
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16.  Statement of Changes in Equity for the Year Ended 30 June 2022

P T SNSRI SREE———
: - 0,000 < = | .. (252 . - . [ 99,748
| (Previous FY) 19”-’-‘00' _ . T 489 - _ xS N

New capital issued -

Revaluation gain - - - . = N

Transfer of excess
depreciation on revaluation
Deferred tax on excess
depreciation ‘ |

Fair value adjustment on |

quoted investments
Profit for the year - - - 1,092,424 s -

Capital/Development
grants received during the | - - - - - - -
year

Transfer of
depreciation/amortisation
from capital fund to
retained earnings

_‘i_r_f SRS RN

1.092,424

Dividends paid — prior year - . 2 - =) (-) )

Interim dividends paid —
current year

Proposed final dividends - - - (-) . - 5
As at June 30, 2023 100,000 - - 1,092,172 . . 1,192,172
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As at July 1, 2023

100,000

1,092,172

1,192,172

Issue of new share capital

|
I
T

Revaluation gain

Transfer of excess
depreciation on revaluation

Deferred tax on excess
depreciation

Fair value adjustment on
quoted investments

Profit for the year

607,297

607,297

Capital/Development
grants received during the
year

Transfer of
depreciation/amortisation
from capital fund to
retained earnings

(-)

Interim dividends paid —
current year

()

(-)

Proposed final dividends

()

Dividends paid — prior year |
|
|
|

At June 30,2024

100,000

1,699,469

o I

i)

1,799,469

wh
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Cash Flows from Operating Activities

~ Statement of Cash Flows for the Year Ended 30 June 2023

')

Rcccnpts
()pératmg Recupls . . 1 | 7,703,500 7767,@:556 N
Grants Income - [ - -
Finance Income - N -
Other Income - -
Customer Dcp();s_l_i;_ 15 252,121 181,120
Total Receipts 7,955,621 6,910,680
Payments S - : :
Staff Costs ' 3 4,010,028 3,357,580
“General And ( ()pu nuon s IXpenses 4 1,573,265 1,211,740
BO‘Ild IZ Xpenses 5 122,800 205,100
Mamlcnancc I: xpuw.s P 6 1,324,360 o 803,835
TFinance Costs 8 20,000 13,000
" Refund Of Customer bcposils BB = . -
| Total Payments - - -7,05-0,45-3 _ 5,5§1,386
_(Irtlrcﬁlzgc’)/’idgcrlfcdgg?n trade and other receivables (529.981) (1,522,500)
Increase/(decrease) in trade and other payables (243,706) 658,890
Net Cash From/ (Us_gd In) Operating Activities 16 132,731 455,684
e
Cash Flows from [uvutm;, Activities
Purchasc Of Pmpuly P]ic'lﬁli/r\B(‘quMﬁcnlv(ﬁP_[) e = >183,W)6“#
Nu Cash Frbm/ (U-.cd In) Investing Activities - 183,000
Culil*io@sﬁ on l' m¢| ncing Activities o
Proceeds F rom Issucs ()l New Share Capital - -
Proceeds From B(mowmg:s 5 T s
E'p_c&n{chl or Bouowmgs B (-) o . (—)
'Dividends Paid a ) )
' Net Cash From/(Used In) Financing Activities 0 0
Increase/(Decrease) In Cash and Cash Equivalents 132,731 272,684
Cash And Cash Equivalents At Beginning Of Year 11 314,750 41,750
Effects Of Foreign Exchanges Rate Fluctuations - -
Cash And Cash E qgwalems At End of the Year 11 447481 | 314,434




Cherangany Marakwet Water Company Ltd.

’e
v

Annual Report and Financial Statements for the year ended June 30, 20234

18.

2024

Statement of Comparison of Budget & Actual Amounts for the Pc«fmd Ended 30 June

Reveue Kshs Kshs Kshs shs ‘Kshs %
Operating Revenue 8.000,000 - 8,000,000 | 7,703,500 | 7% 50() 9%
Non-Operating . i )
Revenue - i B _}t - L - -
Grants - - - - £ - -
= I e o = S
Finance Income . - - - 1l - i - -
Other gains . = - - & I
Total Revenue 8,000,000 . 8,000,000 | 7,703,500 296,500 | 96
Expenses ___~?.f. R
_S_.tqff‘Costs | 4.000,000 | - - 4,010,028 | 4,010,028 0 l()O
Board Expenses 200000 | - | 122,800 | 122800 | 0 | 100 |
- General and operauons 1.500.,000 ) 1.573,2658 | 1,573,265 0 100
Expenses . il . I . 7
Maintenance | 1,500,000 | | 1 324, 360 _I 324, 360 0o IO() |
Finance costs - 50,000 = 20,000 ) 20. 000 0 _1 7 IOO |
Total Rf:currenl 7.250.000 T 050, 453 7 ()50 4*3 0 100 i
Expenditure B I P .
Profit or Loss 750,000 - 949 547 653,047 | 296,500 | 69
Caplm_lExpé'r;d'l—ture - - T I ' oall 7;* | :I ]
L ,,F
. SN - ; S N
Total Expenditure 7,250,000 7,050,453 | 7,703 SOO; 0 109 B
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19. Notes to the Financial Statements

1.

General lnf()rm.aiio.n

Cherangany Majzi,kwm Water and Sanitation Company Ltd is established by and derives its
authority and accountability from water Act 2016. The Company is wholly owned by the Elgeyo
Marakwet County Government and is domiciled in Kenya. The Company’s principal activity is
water service provision. For Kenyan Companies Act reporting purposes, the balance sheet is
represented by the statement of financial position and the profit and loss account by the statement

of profit or loss and other comprehensive income in these financial statements.

Statement of Compliance and Basis of Preparation

The financial statements have been prepared on a historical cost basis except for the measurement
at re-valued amounts of certain items of property, plant and equipment, marketable securities and
financial instruments at fair value, impaired assets at their estimated recoverable amounts and
actuarially determined liabilities at their present value. The preparation of financial statements in
conformity with ’l_mcrnalional IFinancial Reporting Standards (1FRS) allows the use of estimates
and assumptions. It also requires management to exercise judgement in the process of applying
the Company’s accounting policics.

The financial® statements have been prepared and presented in Kenya Shillings, which is the
functional and reporting currency of the Company. The figures are rounded to the nearest Kenyan
shilling.

The financial statements have been prepared in accordance with the PFM Act, the State
Corporations Act, Water Act 2016 and the Company’s Act and Elgeyo Marakwet water
management Act 2021, and International IFinancial Reporting Standards (1FRS). The accounting
policies adopted have been consistently applied to all the years presented.

1
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'™

Notes to the financial statements (continued)

.

-

3. Application of New and Revised International Financial Reporting Standards

(IFRS)

>

‘.;'. o

L

i.  New and amended standards and interpretations in issue and ejfé'.gtive in the year ended
30 June 2023.

IFRS 17 Insurance
Contracts (issued
in May 2017)

The new standard establishes principles for the
recognition,  measurement,  presentation
disclosure of insurance contracts issued.
requires similar principles

and
It also
to be applied to

reinsurance contracts held and investment contracts

with discretionary participation features issucd. The

for
periods beginning on or
after 1% January 2023.

objective is to ensure that entitics provide relevant |,

information in a way that faithfully represents those
contracts.

The Company does not issue insurance contraclts. / 17*

The company is an insurance company. The
adoption of IFRS 17 has had the following effects:
Xxx

Xxx

(Amend as appropriate)

gy

“1AS (International
Accounting
Standards) 8-
Accounting
Policies, Errors,
and Estimates

The amendments, applicable to annual pcriods—
beginning on or after 1st January 2023, introduce a
definition of ‘accounting ecstimates’ and include
other amendments to IAS 8 to help cntitics |
distinguish changes in accounting policies from.
changes in accounting estimates.

(entity to state the effect of amendments on their
financial statements for the year ended.)

Amendments to
IAS 1 titled
Disclosure of
Accounting
Policies (issued in
February 2021)

The amendments, applicable to annual pcriod_s;
beginning on or after Ist January 2023, rcquirb-
entities to disclose their material accounting policy”
information rather than their significant accounting
policics.

(Entity to state whether this has brought about
changes to the accounting policies disclosed)

‘;.'pcriods beginning on or
“after January 1, 2023.

Amendments to
IAS 12 titled

The amendments, applicable to annual periods
beginning on or after Ist January 2023, narrowed,

amendments  arc
cffective  for  annual

The

9

|

4

“The  amendments E(.;J
effective  for  annual
reporting periods
beginning on or alter
January 1, 2023.

The  amendments  are
f;_cﬂ‘cclivc for  annual
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Deferred Tax: -
Related to Assets
and Liabilities™
arising [rom a
Single Transaction
(issued in May

2021)

BE SR :
the scope of the recognition exemption in
paragraphs 15 and 24 of IAS 12 (recognition
exemption) so that it no longer applies to
transactions that, on initial recognition, give rise to
equal taxable and deductible temporary differences.

periods beginning on or
after January 1, 2023.

(The Directors have assessed the applicable standards and amendments. Based on their
assessment '.'()f impact of application of the above, they do not expect that there will be a
significant i'%’:pact on the company's financial statements. Or the following has been assessed
to be signiﬁ&%gntjbr the company and has been addressed as follows....)
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Notes to the Financial Statements (Continued)

Apphcatlon of New and Revised International Financial Reporting Standards (IFRS)

iii.

New and amended standards and interpretations in issue but not yet effective in the year

ended 30 June 2023.

Amcndment to IAS 1

titled Classification of
Liabilities as Current
or Non-current (issued
2020,

in October

in  January
amended
2022)

The amendments, ap]icalc to annual
periods beginning on or after Ist January
2024, clarify a criterion in IAS 1 for
classifying a liability as non-current: the
requirement for an cntity to have the right
to defer scttlement of the liability for at

least 12 months after the reporting period

e

The.amendments are effective

for annual periods beginning
|

on or after January 1, 2024. |
,arlli'l application is “
pcrm'iucd.

Amendment to IFRS
16 titled

Liability in a Sale and

Lease

LLeascback (issued in
September 2022)

The amendment, applicable to annual

periods beginning on or after Ist January

2024, requires a  scller-lessce  to

subsequently measure lease liabilitics

arising from a leascback in a way that it

docs not recognise any amount of the gain

or loss.

The amendments are effective

for annual periods beginning

on or afler January 1, 2024. '

Earlier application is |

permitted. i

Amendments to IAS |
titled Non-current
Liabilities with
Covenants (issued in

October 2022)

The amendments, applicable to annual
periods beginning on or after 1st January
2024, improve the information an entity
provides about liabilities arising from loan
arrangements for which an entity’s right to
defer settlement of those liabilities for at
lecast twelve months after the reporting
period is subject to the entity complying
with conditions specified in the loan

arrangement.

The amuldmcms arc cffective |

for Apnual periods beginning |

on.{.(ﬁ" after January 1, 2024.
Tinn
Earlier application is

permitted.

(The Directors do not plan to apply any of the above until they become e/fecnve I}pwc/ on their assessment of
the potential impact of application of the above, they do not expect that there will. 4:14 a significant impact on the

company's financial statements).

Early adoption of standards

e
- ¥
3

he
-
.?,
"':.

Cherangany marakwet water and Sanitation Company limited did nql carly — adopt any new

or amended standards in year under review.

11
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4. Summary of Acénunting Policies

The principle accounting policies adopted in the preparation of these financial statements are set out
below:
a)  Revenue ,:‘c'c_()g.lzlitiou
Revenue is measured based on the consideration to which the entity expects to be entitled in a
contract with a customer and excludes amounts collected on behalf of third parties. The entity

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

i) Revenue from the sale of goods and services is recognized in the year in which the
(fumpény delivers products/services to the customer, the customer has accepted the
products/services and collectability of the related receivables is reasonably assured.

i)  Grants from Government Entities arc recognized in the year in which the Company
actually receives such grants. Recurrent grants are recognized in the statement of
cmnﬁféacnsivc income. Development/capital grants are recognized in the statement of
ﬁnanci};l position and realised in the statement of comprehensive income over the usefu!
life ()ﬂ[\"“t'hc assets that has been acquired using such funds.

iii) l“inzu.i.éc income comprises interest receivable from bank deposits and investment in
sceurities, and is recognized in profit or loss on a time proportion basis using the
cflective interest rate method.

iv)  Dividend income is recognized in the income statement in the year in which the right to
receive the payment is established.

v)  Rental income is recognized in the income statement as it accrues using the effective
interest implicit in lease agreements.

vi)  Otherincome is recognized as it accrues.
x



Cherangany Marakwet Water Company Ltd.
Annual Report and Financial Statements for the year ended June 30, 2024

L

Notes to the financial statements (continued)

Summary of Accounting Policies

b)

In-kind contributions
In-kind contributions are donations that are made to the Company in the form of actual goods
and/or scrvices rather than in money or cash terms. These donations may include vehicles,
equipment, utilities or personnel services. Where the financial value received for in-kind
contributions can be reliably determined, the Company includes such value in the statement
of comprehensive income both as revenue and as an expense in equal and oppositc amounts:
otherwisc, the contribution is not recorded but disclosed.
Property, plant and equipment
All categorics of property, plant and cquipment are initially rccorded at cost less
accumulated depreciation and impairment losses. Certain categories of property, plant and
equipment are subsequently carried at re-valued amounts, being théir fair value at the date
of re-valuation less any subsequent accumulated depreciation and impairment losses. Where
re-mecasurement at re-valued amounts is desired, all items in an assct category are re-valued

through periodic valuations carried out by independent external valuers.

car
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—
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Notes to the financ_i‘il statements (continued)

Summary of Accounting Policics

d)

l)cprcciuﬁ'q‘h and impairment of property, plant and equipment

Irechold land and capital work in progress are not depreciated. Capital work in progress
relates ma‘inly to the cost of ongoing but incomplete works on buildings and other civil
works and installations.

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

straight-line/reducing balance basis to write down the cost of each asset or the re-valued

amount Lo its residual value over its estimated useful life. The annual rates in use are:

Freehold Ldnd i 0%

| R — —_—

E

hiuil&ings and civil works 40 2.5%
rfnﬂ@hullurc works - o 40 2.5%
“Plant and machinery | % 12.5%
;ml\/lm(‘)zolrifélﬁclcs, inclLIi_ing molb}cyclcs - . 4 25%

' Computers and related equipment 3| 333%
g(itﬁcc 'crqﬁlrip.mcm, furniture and fittings 8 12.5%

A full yecar’s depreciation charge is recognized both in the year of asset purchase and none in
the year of asset disposal. Items of property, plant and equipment are reviewed annually for
impairment and accounted for in line with the provisions in the standard.

Intangibl¢ assets
) 3

Intangible a:s';scls with finite useful lives that are acquired separately are carried at cost less
accumulalca amortization and accumulated impairment losses. Amortization is recognized on
a straight-line basis over their estimated useful lives. The estimated useful life and
amurlixatiuﬁ method are reviewed at the end of each reporting period, with the effect of any
changes in estimate being accounted for on a prospective basis.

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

less accumulated impairment losses.

14
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Notes to the financial statements (continued)

Summary of Accounting Policies L

f)

g)

Inventories

Inventories are stated at the lower of cost and net realizable valuo:"Cost comprises direct
materials and, where applicable, direct labour costs and those ov'@;mcads that have been
incurred in bringing the inventories to their present location d’nd condition. Cost is
calculated using the weighted average cost method/ FIFO. Net realizablce value represents
the estimated selling price less all estimated costs of completion and costs to be incurred in

marketing, selling and distribution.

Trade and other reccivables

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

when the necessary approval to write off is granted.
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Notes to the financial statements (continued)

Summary of Accounting Policies

h) Taxation

i)  Currentincome tax

Current income tax assets and liabilities for the current period are measured at the amount
expected to be recovered from or paid to the taxation authorities. The tax rates and tax laws
used 1o compute the amount are those that are enacted or substantively enacted, at the
reporting date in the arca where the Company operates and generates taxable income.
Current income tax relating to items recognized directly in net assets is recognized in net
assets and, ;101 in the profit or loss statement. Current income tax assets and liabilities for the
current period are measured at the amount expected to be recovered from or paid to the
taxation authorities. Management periodically evaluates positions taken in the tax returns
with respect to situations in which applicable tax regulations are subject to interpretation

and cstablishes provisions where appropriate.

Deferred tax
Deferred tax is provided using the liability method on temporary differences between the tax
bases ol assets and liabilitics and their carrying amounts for financial reporting purposes at

the reporting date.

Deferred tax liabilities are recognized for all taxable temporary differences, except in respect
of Laxabl,c‘ temporary differences associated with investments in controlled entities,
associates and interests in joint ventures, when the timing of the reversal of the temporary
differences can be controlled and it is probable that the temporary differences will not
reverse in the foreseeable future. Deferred tax assets are recognized for all deductible
temporary differences, the carry forward of unused tax credits and any unused tax losses.
Deferred tax assets are recognized to the extent that it is probable that taxable profit will be
available against which the deductible temporary differences, and the carry forward of
unused tax credits and unused tax losses can be utilized, except in respect of deductible
temporary differences associated with investments in controlled entities, associates and
interests iﬁ-joinl ventures, deferred tax assets are recognized only to the extent that it is
probable that the temporary differences will reverse in the foreseeable future and taxable

profit will be available against which the temporary differences can be utilized.
16
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Notes to the financial statements (continued)

Summary of Accounting Policics

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced
to the extent that it is no longer probable that sufficient taxable pr'(')ﬁl will be available to
allow all or part of the deferred tax asset to be utilized. Unrccoghizcd deferred tax asscts
arc re-assessed at cach reporting date and arc recognized to the extent that it has become
probable that futurc taxable profits will allow the deferred tax assct to be recovered.
Deferred tax assets and liabilitics arc measured at the tax rates that.arc expected to apply in
the year when the asset is realized or the liability is scttled, basc@"i on tax rates (and tax

laws) that have been enacted or substantively enacted at the reporting date.

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

authority.

j) Borrowing costs
Borrowing costs directly attributable to the acquisition, conslrghion or production of
qualifying assets, which are assets that necessarily take a substami;ﬂ period of time to get
ready for their intended usc or sale, are added to the cost ()f'lhosc-a.;\sscts. until such time as
the assets are substantially ready for their intended use or sale. To:the cxtent that variable
rate borrowings are used to finance a qualifying asset and are hedged in an cffective cash
flow hedge of interest rate risk, the effective portion of the derivative is recognized in other
comprehensive income and reclassified to profit or loss when the qualifying asset impacts
profit or loss. To the extent that fixed rate borrowings are used to f{inance a qualifying asset
and are hedged in an effective fair value hedge of interest rate risk, the capitalized
borrowing costs reflect the hedged interest rate. Investment 'i.ncomc carned on the
temporary investment of specific borrowings pending their cxﬁ(;ndilurc on qualifying
assets is deducted from the borrowing costs cligible for capilalixali&n. All other borrowing
costs are recognized in profit or loss in the period in which they aré jncurred.
)

¥
-l
i
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Notes to the financial statements (continued)

Summary of Accounting Policies

k)

m)

Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and cash at bank, short-term deposits on
call and h_iglll.y liquid investments with an original maturity of three months or less, which
arc rcadily convertible to known amounts of cash and are subject to insignificant risk of
changes ih Vz.iu‘uc;.“lBank account balances include amounts held at various Commercial
Banks at'the end of the reporting period.

Borrowings

Interest bearing loans and overdrafts are initially recorded at fair value being received, net
of issuc costs associated with the borrowing. Subsequently, these are measured at amortized
cost using‘,:‘fhc cffective interest rate method. Amortized cost is calculated by taking into
account al:i}; issue cost and any discount or premium on settlement. Finance charges,
including premiums payable of settlement or redemption are accounted for on accrual basis
and arc ac%i_cd to the carrying amount of the instrument to the extent that they are not settled
in the period in which they arise. Loan interest accruing during the construction of a project

is capitalized as part of the cost of the project.

Trade and other payables

Tradc and other payables arc non-interest bearing and are carried at amortized cost, which is
measured at the fair value of contractual value of the consideration to be paid in future in
respect of goods and services supplied, whether billed to the entity or not, less any payments

made to the suppliers.

»
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Notes to

the financial statements (continued) 5

Summary of Accounting Policics

n)

Retirement benefit obligations

The company also contributes to the statutory National Social Sccurfly I'und (NSSI). This
is a defined contribution scheme registered under the National Social Security Act. The
company’s obligation under the scheme is limited to specific contributions legislated from

time to time and is currently at an average Kshs. 750 per employee per month.

Provision for staff lcave pay
Employces’ entitlements to annual leave are recognized as they aceruc. A provision is made

for the estimated liability for annual lcave at the reporting date. Sy

P '«"F" s

Exchange rate differences

The accounting records are maintained in the functional currency of the primary cconomic
environment in which the entity operates, Kenya Shillings. 'f‘l‘:}_hﬁﬁd.i(ﬂlﬁ in foreign
currencies during the year/period are translated into the ﬂmcli()‘nai currency using the
cxchange rates prevailing at the dates of the transactions or valuation where items are re-
measured. Any foreign exchange gains and losses resulting from the settlement of such
transactions and from the translation at year-end exchange rates of monetary assets and

liabilities denominated in foreign currencies are recognized in profit or loss.
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Notes to the financtal statements (continued)

Summary of Acc¢ounting Policics

q) Budget il]fd{fmati()ll

The originél.budgcl for 'Y 2023-2024 was approved by the Board of Directors on 15"
August 2023. Subsequent revisions or additional appropriations were made to the approved
budget in .z.lccorda‘ncc with specific approvals from the appropriate authorities. The
additional appropriations arc added to the original budget by the chlily upon receiving the
respective approvals in order to conclude the final budget. The Company’s budget is
prepared on a different basis to the actual income and expenditure disclosed in the financial
slalcmcnlg.:.'l‘hc financial statements are prepared on accrual basis using a classification
based on lthc naturc of expenses in the statement of profit or loss, whereas the budget is
prepared mg a cash basis. The amounts in the financial statements were recast from the
accrual ha-'S,is to the cash basis and reclassified by presentation to be on the same basis as the
approvcd::’audgcl. A comparison of budget and actual amounts, prepared on a comparable
basis to the approved budget, is then presented in the statement of comparison of budget and
actual amounts. In addition to the Basis difference, adjustments to amounts in the financial
statements are also made for differences in the formats and classification schemes adopted
for the presentation of the financial statements and the approved budget. A statement to
reconcile the actual amounts on a comparable basis included in the statement of comparison
of budget and actual amounts and the actuals as per the statement of Comprehensive income

has been presented under section 18 of these financial statements.
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Notes to the financial statements (continued)

Summary of Accounting Policies

r) Service concession arrangements

The Company analyses all aspects of service concession arrangements that it enters into in
determining the appropriate accounting treatment and disclosure requircments. In particular,
where a private party contributes an asset to the arrangement, the Company recognizes that
asset when, and only when, it controls or rcgulates the services the ‘operator must provide
together with the asset, to whom it must provide them, and at what price. In the case of assets
other than “whole-of-life’ assets, it controls, through ownership. bencficial entitlement or
otherwise — any significant residual interest in the asset at the end of the arrangement. Any
assets so recognized are measured at their fair value. To the extent that an asset has been
recognized, the Company also recognizes a corresponding liability, adjusted by a cash

consideration paid or received.

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

reconfigured to conform to the required changes in presentation.

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

the financial statements for the year ended June 30, 2024.

5. Significant Judgments and Sources of Estimation Uncertainty

The preparation of the Company’s financial statements in conformity with [FRS requires
management to make judgments, estimates and assumptions that affect the reported amounts of
revenues, expenses, asscts and liabilitics, and the disclosure of conlingcn_l liabilities, at the end
of the reporting period. However, uncertainty about these assumpli&f? and cstimates could
result in outcomes that require a material adjustment to the carrying amount of the assct or

liability affected in future periods.

21
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Notes to the financial statements (continued)

Summary of Accounting Policics

a) Estimates and assumptions

The key assumptions concerning the future and other key sources of estimation uncertainty at
the reporting date, that have a significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial yecar, arc described below. The
Company based: its assumptions and estimates on parameters available when the financial
statements \Avc"i'c preparcd. However, existing circumstances and assumptions about future
developments nlmy change due to market changes or circumstances arising beyond the control

of the Company. Such changes are reflected in the assumptions when they occur.

b) Useful livcs.z_md residual values

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

inform potential future use and value for disposal:

e The cun'tiiti()n of the assct based on the assessment of experts employed by the Company.

o The naltnfc&of'thc asset, its susceptibility and adaptability to changes in technology and
processes.

o The m\lurci';:‘(‘)flhc processes in which the asset is deployed.

s Availability of funding to replace the assets.
7

Provisions (X

Provisions were raised and management determined an estimate based on the information
available. Provisions are measured at the management's best estimate of the expenditure required
to settle the obligation at the reporting date and are discounted to present value where the effect

is material.
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Notes to the financial statements (continued)

1. Operating Revenue

Water sales

: e et -
LT
S =T

PR
%,

7.703.500 |

6.729.560

Sewerage Services ¥
Billing for other services* 0
Total 7 703"50'6

i
0
6,729,560 |

2. Grants Income

Operational grants from Government entities

Recurrent/operational grants from other agencics

Capital grants amortised

Donations from County Governments

In Kind contribution/donations from other agencies

Total

23
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Notes to the financial statements (continued)

\ 3. taff,Costs

3

Gioss Salevysend Allgiwances 3,098,500 2,510,900
Casual workers' Wages 351,500 162,700
'Medical insurance schemes A -
ﬁuﬁoyct_s a)h’t'r'i.bmi\ons,_to social security schemes 224933 85,480
Tn?pl—ov—c.—t—; contributions to pension scheme -
Provisions for I,c—zgf‘é—pay s 66,500
' (]raluil:\}"provisi—éla-;—;,—-“'“ - - -
Fringe Benefit tax = :
[Staffwelfare . 91,000 53,500 |
Other allowances k 244,095 478,500
ot A 010028 3357580
The average number of employees during the year ' 26 20

[ The company empldyees are on casual engagement and casual wages includes interns and attaches’

airtime allowances. Included in the other allowances are staff lunches and weekend allowances]

24
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4. General and Operations Expenses

Chemicals 310,938 | 5
Electricity 1,306 67,802
Fuel, oil, lubricants, and gases 319,700 167,600
Bulk water Costs o jl T 77:
Office supplies/stationeries/hospitality/General office expenses 481,555 | 325,365
Uniform and protective clothing o e
Telecommunication - e
Postage and courier - 19,450
Water and sewerage w —# =
Insurance - T w 21 000
Rent and Rates S ;ﬁﬁ—-_‘fm = =
‘Hire of Equipment and vehicles - T T .
Claims and compcnsali?)n ) - T- 3400
Domestic lrdvelmg and subsnslcncc 26&76 232 )5757
Foreign travel and accommodation I M
Staff training and development 10:000 10,000
Bank Charges o 51.000 ﬁ—‘Sﬂ
Security services - - . _
Agency commissions B g -]
Publicity and advertising o - | =
Audit fees B R R ™
Legal fees - . @
Consultancy fees e .
Licensing and levies o - o a2
Sports and recreation - Sl 200000
Stakeholders™ expenses o \44‘000 - Mﬁm77_5§0—
Donations/CSR I Y T 000
Hospitality expenses . - o . — .
Research and Development T - ) R
Conservation expenses e m]| 10,000
Provision for doubtful debts o , _ .
Others (Specify) T 208,800
Total - - : | 1,573,265 | 1,211,871

“Some of the cxpenses were mergcd in the related votes for examplc the office shpphm include

hospitality, office administration and stationery ete

25 : 9
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Notes to the financial statements (continued)

5. Board Expenses

Chairman | Immria 48,000 48,000
E §Ttﬁgéﬁ&~}ﬁms 51,000 98,000
Medical Insurance = =
Induction and I'raining - -
" Travel and accommodation 17,000 25,000
Other allowances 6,800 34,100
T’E)tilli_(_)ﬂ‘d_lixl)cnscs ) 122,800 205,]09_

"Plant and E qmpmuu

Bmldmos

ln!raslruuurdl n(.m orks

Grounds

Motor vehicles

W‘s(-iﬁwale

ICT (lnfOimdllon C(rmmunl(,atlon lcchnology)

Furmluu

Water Mulcr nmmt{:nﬂncc Ccosts

| N ‘Maintenance of acegss roads

T ‘otal Mamtcna ncq _ltx penses

22,400 15,580
. 9,100

1,104,155 571,605

37,905 112,850 |

152,400 88 700

7,500 6,000

S 1,324,360 803,835

- ':A:(.a‘.;
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7. Depreciation and Amortization Expenscs

Property, plant, and equipment

45 750

Right of Use Assets

Intangible assets

Investment property carried at cost

Total Depreciation and Amortization

8. Finance costs

45,750

45,750 |

[The interest expense was for a facility used to purchasc a motor 6_\/ﬂclc for Kaﬁclﬁ*(’)f)_s::vﬁélﬁéjr

27

Interest expense on loans 20,000 13,000
Interest expense on bank overdrafts 5 ,
Interest on lease liabilities - -
Others (specify) - o
Total o 20,000 13,000
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Notes to the financial statements (continued)

9. Property, Plant and Equipment

Cost Or Valuation : i J
Atluly 1,2022 - - - . = - s : - - |
Additions - i - - | 183,000 - - - | 183,000
Transfers - - | - - = - - (-) -
Disposals (-) (-) | (-) (-) (-) | (-) (-) (-) (-) |
At June 30,2023 - =] - - | 183,000 - - - | 183,000
Depreciation {
At July 1,2022 . . = « s s - - - |
Charge For the Year = - = -| 45,750 s = - 45,750 |
Impairment Loss . - - . - - : - - |
Disposal () (-) () () (-) (-) () () ()
At June 30, 2023 - - - - | 45,750 - - - | 45,750

Net Book Value At June 30, 2023 - - R - 137,250 - . - | 137,250 |

28
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Notes to the financial statements (continued)

Property, Plant and Equipment (Continued

Cost or valuation ! .
"Asat 1 July 2023 5 ] | -1 137,250 - . -1 137,250
Additions g - - 5 - | R - - -
- Transfers - - - - - - | - (-) -
Disposals (-) (-) (-) | (-) & (-) (-) (-) ()
| As at 30" June 2023 : : - -1 137,250 . : -] 137250
i Depreciation ; |
| |
| AtJuly 1,2023 . . =1 : » 2 . i -
| Charge for the year | - - - - 45,750 | - | - - 45,750
Impairment loss ; - - | - * " - . 2 = |
' disposal | ()| () | (-) () | () ()| () (-) ()|
" As at 30" June 2024 = . - - 45,750 s | . -| 45,750 |
' Net book value | | N
. AtJune 30,2024 - - . - 91,500 - | - -1 91,500
N 5 .
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Notes to the fina ncial"ﬁtétements (continued)
Valuation .‘ )
[Land and buildingsﬁ ';Sl;opcrly, plant and equipment for the company have not been valued and most of
them have not been iransferred to the company.
- 9 (b) Property, Plant and Equipment at Cost

If the frechold land, buildings and other asscts were stated on the historical cost basis the amounts

would be as follows:

LLand “ 2. - . -
Buildings ~ © - - _ :
Plant and machmmy - = -
Motor vehicles, .’ndudmg, motoreycles | 137,250 45,750 91,500

LompulCls and lclau,d equipment - - -

| ()fllce cqmpmcnl lurmture and fittings 7 - - -
E 137,250 45,750 91,500 |

Plant and n‘lachinu"y = -

Motor vehicles, mdudmg molorcyclcs - -

Compulers and lleI-(::d :d equipment - -

| lotal

| Office cqulpmcm EUrmturc and fittings = =

!Ll
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10. Trade and Other Receivables

Trade receivables (note (29a)) 2,050,915 1,522,500 |
Deposits and prepayments - | ;
VAT (Value Added Tax) recoverable | -
Staff receivables (note 29 (c)) - -
Other receivables 100,000 100,000
Gross trade and other receivables 2,150,915 1,622,500
Provision for bad and doubtful receivable (-) (=) |
Net trade and other receivables 2,150,915 . 1,622,500 |

10. (a) Trade Receivables

2,050,915 1,522,500

Gross trade receivables 2.050.915 | 1,522,500 !
Provision for doubtful receivables (-) ] (-) '
Net trade receivables

As at June 30, the ageing analysis of the gross trade receivables was as follows:

Less than 30 days

Between 30 and 60 days, -

Between 61and 90 days

' Between 91 and 120 days

Over 120 days

Total

- -“\'{c«. ':.
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10. (b) Reconciliation of Impairment Allowance for Trade Receivables

3thebeginingf1hcyear S S - V -

- Additional provisions during the year , - ' B . it -

Recovered during the year {4 . R (=)
Written off during the year (s] -~ (-)
At the end of the year - - -
10. (¢) Staff Receivables '

L.

Gross staff loans and advances - I =

Provision for impairment loss (-) -) '
Net staff loans - - ,
Less: Amounts due within one year () (-)
Amounts due after one year - . J

10. (d) Reconciliation of Impairment Allowance for Staff Receivables

At the beginning of the year - »

Additional provisions during the year | - -
Recovered during the year ) )
Written off during the year (-) )
At the end of the year = o
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11.Bank and Cash Balances

Cash at bank 447,481 314,434
Cash in hand - - |

Mobile money account - =
447,481 314,434

(%]
(V%]
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Notes to the financial statements (continued)

Detailed analysis of the cash and cash equivalents

a) Curretaccoun J . ,,__ - : TR , L wEsaen o B |
Commercial Banks a KCB 1296867277 | 123191 . 7 T .11,009]
Others o KCB 1296867269 . 72,169 i 122,305
Sub-total - .¢ T ESITE S | 195,360, | 52 % S0 133,314 |

'p" . P E

b) On — call deposits » : |
Commercial banks EQUITY 1570280576834 252,121 - 181,120 ;
Others - - {
Sub- total 252,121 181,120

¢) Fixed deposits account

Other Commercial banks 5 -
Others = -
Sub- total - R
Sub- total

d) Others(specify) -
Cash in transit - ;
Cash in hand - -
Mobile money account = "
Sub- total & -
Grand total 447,481 314,434

—_—
]
1
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12. Ordinary Share Capital

Authorized: ‘ |
5,000 ordinary shares of Kshs. 20 par value each 100,000 100,000
Issued and fully paid: ' g
O ordinary shares of Kshs. par value each - =] - |

[The county government of Elgeyo marakwet have not paid for the ordinary share capital presented above]

(U8
wn



Notes to the financial statements (continued)

13. Borrowings

a) External Borrowings

' Balance at beginning of the year

. External borrowings during the year e wiers e
‘Repayments of during the year ! 0 “(-)
Balance at end of the year 0 0
| J !
i 1 i
?b) Domestic Borrowings | |
| Balance at beginning of the year | 120,000 -
Domestic borrowings during the year - 183,000
Repayments during the year (120,000) (63.000)
Balance at end of the year - 120,000 |
C) Total Balance at end of the period ¢ = a+b | - 120,000 :
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Notes to the financial statements (continued)

The entity also contributes to the statutory National Social Security Fund (NSSF). This is a defined contribution scheme registered under the

National Social Security Act. The entity’s obligation under the scheme is limited to specific contributions legislated from time to time and is

currently at an average of Kshs. 842 per employee per month. Other than NSSF the entity does not have a defined contribution scheme but

the employees voluntarily contribute Kshs 500 per month operated by County Pension Fund. Employer contributions are recognized as

expenses in the statement of financial performance within the period they are incurred

14. Trade and Other Payables

Trade payables - - |
Accrued expenses 151,780 254,212 }
Employee payables 375,386 311,680 |
Other payables 111,140 15,000 |
Total 638,306 580,892

Aging Analysis for I’fade and other Payables

Underoneyear . | 638306 | 80892

2-3 years - . = -
Over 3 years - ; = # - i
Total 638,306 100% 580,892 100% |
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15. Refundable Deposits and Prepayments

' Customer deposits 252,121 _ 181,120
Prepayments by customers ¢ - t . - |
' Retention/Contract deposits - - |
Others{Speetty) - .o . : A pren 3 TAEen : T wi - |
Total _ IS e 181,120

Aging Analysis for Refundable Deposits and Prepayments

Under one year - # - | - |
1-2 years 252,121 100 % 181,120 ' 100 %

2-3 years . - - ' -

Over 3 years - - - [ -

Total 252,121 100 % 181,120 100%
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16. Notes to The Statement of Cash Flows

(a) Reconciliation of operating profit/(loss) to cash generated from/ (used in)

operations |
Profit or loss before tax 607,297 1,092,424 |
Depreciation o 45,750 45,750 |
' Amortization - -
| (Gain)/loss on disposal of property, plant and equipment - ® |
' Operating profit/(loss) before working capital changes 653,047 1,138,174 |
Working capital changes:
(Increase)/decrease in inventories - - |
(Increase)/decrease in trade and other receivables (528.,415) (1,522,500) |
Increase/(decrease) in trade and other payables 8415 840,010
Increase/(decrease) in retirement benefit obligations - -
Increase/(decrease) in provision for staff leave pay - - |
' Cash generated from/ (used in) operation 133,047 455,684
i
| (b) Analysis of changes in loans _ . ) ;
' Balance at beginning of the year 120,000 -
* < %-4-Receipts during the year N - --%50,000 |
' Repayments during the year (100,000) | (50,000)
Repayments of previous year’s accrued interest (20,000) | (0)
' Foreign exchange (gains)/losses - | -)
Accrued interest - | 20,000

|
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Balance at end of the yer — | | | 0

120,000

Short term deposits X -
Cash at bank _ o . , . 447,481 . 31:1,4,_3_4,
| Cash in hand ’ ’ O % - Tl

Balance at end of the year 447 481 314,434
(d) Analysis of interest paid
Interest on loans 20,000 33,000
Interest on bank overdraft . - |

Interest on lease liabilities - B

Interest on loans capitalised - -
Balance at beginning of the year 20,000 -
Balance at end of the year (note 35(b)) 0 (120,000)
Interest paid 20,000 13,000

SO NN NP DN —

(e) Analysis of dividend paid

Balance at beginning of the year - -
20xx dividends paid - -
20xx dividends paid = =

20xx interim dividends paid - .
Balance at end of the year (-) (-)
Dividend paid - -
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Notes to the financial statements (continued)

Other Disclosures
17. Related Party Disclosures

The County Government of Elgeyo Marakwet is the principal shareholder of the Company, holding 100% of the Company’s equity interest.
The County Government of Elgeyo Marakwet has provided full guarantees to all lenders of the Company
Other related parties include:

e Water works Agencies

e WASREB (Water Services Regulatory Board)

e WARMA

e Water Sector Trust Fund

e Key management

e Board of directors

Others (specify)

Y
.
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Transactions with related parties

L .
R AR

a) Sales to related parties 7 7 . ]

Rent Income from govt. agencies - -

! Interest income from Govt Commercial Banks R . . - -

Interest income from T-bills and Bonds - =
Others (Specify) . -
Total 0

B! NS, S, [N,

o

b) Purchases from related parties

Purchase of water from govt service providers . =

Rent expenses paid to govt agencies - =

Training and conference fees paid to govt. agencies - &
Bank charges paid to Govt Commercial banks 51,001 48,524
Interest expense to investments by other govt. entities - -
Others (specify) - - |
Total 51,001 48,524
b) Grants from the Government
Grants from National Govt Agencies . -

Grants from County Government - =
Donations in kind . -
Total = -

42
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¢) Expenses incurred on behalf of related party |
|

Payments of salaries and wages for xxx employees
Payments for goods and services for Kapsowar water supply B
Total = >

d) Key management compensation B
Directors’ emoluments

Compensation to key management
Total -

18. Capital Commitments

Capital commitments at the year- end for which no provision has been made in these financial statements are:

Amounts authorised and contracted for

Amounts authorized but not contracted for
.1+ Less:: Amounts included in Work in progress . ey Doe ar | * o (-) . {=)
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19. Financial Risk Management
The Company’s activities expose it to a variety of financial risks including credit and liquidity risks and effects of changes in foreign

currency. The company’s overall risk management programme focuses on unpredictability of changes in the business environment and seeks
to minimise the potential adverse effect of such risks on its performance by setting acceptable levels of risk. The company does not hedge any
risks and has in place policies to ensure that credit is only extended to customers with an established credit history. The company’s financial

risk management objectives and policies are detailed below:

-

(i) Credit risk ' : : ST e " o ; ,.
The Company has exposure to credit risk, which is the risk that a counterparty will be unable to pay amounts in full when due. Credit risk
arises from cash and cash equivalents, and deposits with banks. as well as trade and other receivables and available-for-sale financial

investments.

Management assesses the credit quality of each customer, taking into account its financial position, past experience and other factors.
Individual risk limits are set based on internal or external assessment in accordance with limits set by the directors. The amounts presented in
the statement of financial position are net of allowances for doubtful receivables, estimated by the company’s management based on prior

experience and their assessment of the current economic environment.
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The carrying amount of financial assets recorded in the financial statements representing the entity’s maximum exposure to credit risk without

taking account of the value of any collateral obtained is made up as follows

At 30 June 2024 ; B
Trade Receivables | 2,050,915 2,050,915 2,050,915 - i
Other Receivables } 100,000 100,000 100,000 s :
Investments ; - - - -
Bank balances N 447,481 447481 447,481 - ‘
Total | 2,598,396 2,598,396 2,598,396 - J
At 30 June 2023 (previous Year) | |
Receivables ‘ 1,522,500 1,522,500 1,522,500 - ‘
Other Receivables j 100,000 100,000 100,000 . -
Investments | - i : ’
Bank balances 314,434 314,434 314,434 -

.| Total 1936934 | 1,936,934 1,936,934 -
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Credit Risk (Continued)

The customers under the fully performing category are paying their debts as they continue trading. The credit risk associated with these
receivables is minimal and the allowance for uncollectible amounts that the company has recognised in the financial statements is considered
adequate to cover any potentially irrccoverable amounts. The company has significant concentration of credit risk on amounts due from
customers in the remote zones within its service area. E

The board of directors sets the company’s credit policies and objectives and lays down parameters within which the various aspects of credit

. « A

risk nianagement are operated. -+ 7 - T sy

. R ]

pe

ii) Liquidity risk management
Ultimate responsibility for liquidity risk management rests with the Company’s directors, who have built an appropriate liquidity risk
management framework for the management of the Company’s short, medium and long-term funding and liquidity management

requirements. The Company manages liquidity risk through continuous monitoring of forecasts and actual cash flows.

The table below represents cash flows payable by the company under non-derivative financial liabilities by their remaining contractual

maturities at the reporting date. The amounts disclosed in the table are the contractual undiscounted cash flows. Balances due within 12

months equal their carrying balances, as the impact of discounting is not significant.

At 30 June 2024 ' 3 |
Trade payables 9,600 151,780 s i 161,380
Current portion of borrowings - - = "

i Provisions - - - -

Deferred income = - = -
Employee benefit obligation ( - 339,264 137,662 476,926
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Total 9,600 491,044 137,662 638,306

At 30 June 2023 |
Trade payables - 254,212 - 254,212 ;
Current portion of borrowings - 120,000 - 120,000
Provisions - - - -

Deferred income - - - -
Employee benefit obligation - 311,680 - 311,680
Total - 685,892 - 685,892

(iii) Market risk (Tailor as appropriate)

The new board will put in place an internal audit function to assist it in assessing the risk faced by the Company on an ongoing basis, evaluate
and test the design and effectiveness of its internal accounting and operational controls.

Market risk is the risk arising from changes in market prices, such as interest rate, equity prices and foreign exchange rates which will affect
the entity’s income or the value of its holding of financial instruments. The objective of market risk management is to manage and control
market risk exposures within acceptable parameters, while optimising the return. Overall responsibility for managing market risk rests with

the Audit and Risk Management Committee.

The company S w1ll cx’eate a Department in charue of risk ‘management (o be responsible for the development ot detalled risk management =~

policies (subject to review and approval by Audit and Risk \/lanagemem Committee) and for the day-to-day 1mplementat10n of those policies.

There has been no change to the Company’s exposure t0.market risks or the manner in which it manages and measures the risk.
a) Foreign currency risk

The Company has no transactional currency exposures currently these exposures arise through purchases of goods and services that are

done in currencies other than the local currency.
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b)  Interest rate risk

Interest rate risk is the risk that the Company’s financial condition may be adversely affected as a result of changes in interest rate levels.
The company’s interest rate risk arises from bank deposits. This exposes the company to cash flow interest rate risk. The interest rate risk

exposure arises from interest rate movements on the company’s deposits.

i) Managem.ent of.interest rate risk

To manage the interest rate risk, management has endeavoured to bank with institutions that offer favourable mterest rates

it) Capital Risk Management

The objective of the Company’s capital risk management is to safeguard the Board’s ability to continue as a going concern. The

Company’s capital structure comprises of the following funds:

| Revaluation reserve - -

| Retained earnings 1,699,469 1,092,424
Capital reserve - -
Total funds

| Total borrowings 0 120.000
Less: cash and bank balances (447.,481) (314,434)
Net debt/ (excess cash and cash equivalents) 1,251,988 897,990

| Gearing 7% 8%
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20. Incorporation
The Company is incorporated in Kenya under the Kenyan Companies Act and is domiciled in Kenya.

21. Events After the Reporting Period
There were no material adjusting and non- adjusting events after the reporting period.
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22. Appendices

Appendix 1: progress on follow up of auditor recommendations.
The following is the summary of issues raised by the external auditor, and management comments that were provided to the auditor.

.. -The-Company took over assets including land;
“buildings, furniture, motor vehicles, motor
bikes, water pumps, tanks, office equipment
from the County government of Elgeyo
- Marakwet and North Rift Valley Water Works
- Development Agency. However, they were not
formally handed over to the Company and do

' not have their respective values attached. In

addition, the Company do not have in its

possession title deeds, logbooks and other
ownership documents for parcels of land, NotResolved  1-3years

' motor vehicles and other property it took over

“when it was formed. This matter was

discussed during our recent Board of directors

meeting and the company is engaging the
county government and the North Rift Valley

Water Works Development Agency

(NRVWWDA) to assist in the transfer and

- valuation of these assets.

Unsupported
1 property, plant

and Equipment

Unsupported and | The water company inherited the water supplies
2 o ccurate with no meters and it is now working on acquiring | Not Resolved
master meter for production areas, metering

I year
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operating institutions, hotels, rental premises, carwash

' businesses and other clients who use high volumes
- of water in order to reduce non-revenue water. This
- is however being done in phases due to financial
constraints.

' The company has also requested our development

revenue

partners like county government of Elgeyo l
Marakwet, North Rift valley works development
agency and other stakeholder to partner in

purchasing bulky meter due to the high cost of

acquisition. The correct amounts for the operating

revenue was ksh.6,729.560 and not ksh. 7,403,284.

However this error was noted and corrected.

All the staff working for the company are either

e on contract or casual eng'a‘ij“emé'nt".'Wh‘e.ﬁ the N
Unsupported and

' new board is constituted the issues regarding |

irregular .

provisions of Section 37(1)(a) and (3) of the In progress | year

(3]

Expenditure on .
employment Act, 2007 will be resolved as

staff costs

- soon as possible. The company also is

|
!
; assisted by the county government through !
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)

| 1secondm staff to assist in tig up the .

l'structLﬂ'es and also draw some top up for

|
j services rendered.

Unbalanced
budget

It is true that the approved budget of the
Company for the year under review was ksh
‘6000 000 but a capital expenditure of ksh.
\ 2,995,800 and a loss of ksh, 2,448,600 was
" erroneously added to the original budget thus
an overstatement of the budget by
ksh.5,444,400. The error has been corrected.

Resolved

Lack of internal

audit function

We concur with your finding that during the
year under review, the Company did not
conduct an internal audit evaluation to oversee
' the governance mechanism and promote
transparency and accountability in the
management of resources. However the
management is planning on ways of creating
an internal audit section and have requested
the county government to assist in seconding
an auditor for the time being due to the limited

resources.

Not resolved

| year
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Failure to

observe Ethnic

‘During the period under review the |
' Cherangany Marakwet Water and Sanitation
' Company Limited had not constituted a proper
' staff Establishment and most of the staff
| currently  working for the company were

i Resource Policy
| and Procedure

‘ Manual

| | inherited from the previous community water | Not resolved | year
| balance on staff | gypply’s. This will be resolved after the
icomposition - appointment of the New board of Directors | \
; ‘who  will adopt/ratify ~ the  proposed ‘ 1
' Organogram. | |
- The company is in the process of metering all |
[ack of records | the customers and installation of master
i “meters at the production points this will go a |
of non-Revenue | |ong way in resolving the issues of non- | Not resolved I year
| water ‘revenue water. The Agency has already |
i advertised for the supply of the meters and the |
Sl billing system. ., .. . | |
“| Failure to "The county Government of Elgeyo Marakwet <
. is in the final stages of appointing a new Team I ‘
| Establish human | of BOD for the company after the disbandment |~ - ‘
of the interim Board. This will enable the | Notresolved | 1 yea

company get competent team to come up with
ipolicies such as , Human resource policy i
finance policy, debtors policy, water quality |
' policy and many others.

N
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Guidance Notes:

(1)  Use the same reference numbers as contained in the external audit report.

(i) Obtain the “Issue/Observation™ and “management comments”, required above, from final external audit report that is signed by
Management.

(iii) -Indicate the status of “Resolved” or “Not Resolved” by the date of submitting this report.

CPA David Kimutai )
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