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NOTES TO THE FINANCIAL STATEMENTS (Continued)

CONTINGENT LIABILITIES

Bank guarantees . -

Legal claims against the entity - -

Letters of credit

i
1

Disputed tax penalties

1

In the opinion of the directors, no provision is required in these financial statements as the
liabilities are not expected to crystallize.

FINANCIAL RISK MANAGEMENT

The entity’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:

()

Credit risk

The entity 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. [ndividual 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.

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:
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45 FINANCIAL RISK MANAGEMENT (Continued) . j

(i) Credit risk (Continued)

At 30 June 2019
Receivables from exchange
transactions - # -
Recetvables from non exchange
transactions L g - il S
Bank balances - = e
Total - % 2
At 30 June 2018
Receivables from exchange
transactions . = s
Receivables from non exchange
transactions - - =
Bank balances - < =
| Total g = -

all

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 irrecoverable amounts.

The entity has significant concentration of credit risk on amounts due from unpaid bills.

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

ii) Liquidity risk management

Ultimate responsibility for liquidity risk management rests with the entity’s directors, who
have built an appropriate liquidity risk management framework for the management of the
entity’s short, medium and long-term funding and liquidity management requirements. The

entity 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.
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45  FINANCIAL RISK MANAGEMENT (Continued)

(i) Liquidity risk management (Continued)

At 30 June 2020

Trade payables
Current portion of borrowings - - - "
Provisions - % = 5
Deferred income s =1 E .
Employee benefit obligation : - - -

Total

At 30 June 2019

Trade payables

Current portion of borrowings w - - -
Provisions = - - -

Deferred income - . & 3
Employee benefit obligation - - - -
Total - = ulll B il — -

(iii) Market risk

The board has put in place an internal audit function to assist it in assessing the ris_k fgced by
the entity 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 Finance Department is responsible for the development‘of detailed risk
management policies (subject to review and approval by Audit and Risk Management
Committee) and for the day to day implementation of those policies.

There has been no change to the entity’s exposure to market risks or the manner in which it
manages and measures the risk.
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45  FINANCIAL RISK MANAGEMENT (Continued) .
(iii) Market risk (Continued)
a) Foreign currency risk

Samburu Water and sanitation company Ltd has no transactional currency exposures.
Such exposure arises through purchases of goods and services that are done in
currencies other than the local currency.

Samburu Water and sanitation company Ltd has no foreign exchange risk form future
commercial transactions and does not recognise assets and liabilities by projecting for
expected sales proceeds and matching the same with expected payments.

AT
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(i=r  Market risk (Continued)

b) Foreign currency sensitivity analysis

¢)

There are no effect of foreign currency on the company’s statement of comprehensive
income as the only transaction currency was Kenya Shilling.

Interest rate risk

Interest rate risk is the risk that the entity’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 mainly from interest rate movements on the company’s
deposits.

Management of interest rate risk

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

Sensitivity analysis

The entity analyses its interest rate exposure on a dynamic basis by conducting a
sensitivity analysis. This involves determining the impact on profit or loss of defined
rate shifts. The sensitivity analysis for interest rate risk assumes that all other variables,
in particular foreign exchange rates, remain constant. The analysis has not been
performed in current year or prior year.
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Fair value of financial assets and liabilities -

a)  Financial instruments measured at Jair vaiue
Determination of fair value and fair values hierarchy

IFRS 7 specifies a hierarchy of valuation techniques based on whether the inputs to those
valuation techniques are observable or unobservable. Observable inputs reflect market data
obtained from independent sources; unobservable inputs reflect Samburu water and

sanitation company Ltd market assumptions. Thesc two types of inputs have created the
following fair value hierarchy:

*  Level 1 - Quoted prices (unadjusted) in active markets for identical assets or liabilities.
This level includes listed equity sccuritics and debt instruments on exchanges.

*  Level 2 — Inputs other than quoted prices included within Level 1 that are observable
for the asset or liability, either directly (that is, as prices) or indirectly (that is, derived
from prices).

* . Level 3 - inputs for the asset or liability that are not based on observable market data
(unobservable inputs). This level includes cquity investments and debt instruments
with significant unobservable components. This hierarchy requires the use of
observable market data when available. The entity considers relevant and observable
market prices in its valuations where possible.

The following table shows an analysis of financial and non- financial instruments recorded at
fair value by level of the fair value hierarchy:

inancial Assets
Quoted equity investments - - - -
Non- financial Assets , _
Investment property - - : .
Land and buildings . : |

At 30 June 2019
Financial Assets ,
Quoted equity investments - g = .
Non- financial Assets
[nvestment property g - .
Land and buildings . . : 1

SA———

40



SAMBURU WATER AND SANITATION COMPANY LIMITED

', Annual Reports and Financial Statements
For the year ended June 30, 2020
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45 FINANCIAL RISK MANAGEMENT (Continued)

Fair value of financial assets and liabilities (Continued)

a)  Financial instruments measured at fair value (Continued)

[Financial Assets o
Quoted equity investments - 1 ’ =
Non- financial Assets
Investment property . 1 7 "
Property, plant and equipment . . - g

At 30 June 2019

Financial Assets
uoted equity investments - ] i 4
Non- financial Assets
Investment property g 2 . 5
Land and buildings . . . .

There were no transfers between levels 1, 2 and 3 during the year.
b)  Financial instruments not measured at fair value

Disclosures of fair values of financial instruments not measured at fair value have not been
made because the carrying amounts are a reasonable approximation of their fair values.
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45  FINANCIAL RISK MANAGEMENT (Continued)

iv) Capital Risk Management

The objective of the entity’s capital risk management is to safeguard the Board’s ability to
continue as a going concern, The entity capital structure comprises of the following funds:

Revaluation reserve
Retained earnings

(13,471,08231 | (11,837,671.00)

Capital reserve T 676179400 67,617,994.00 |
Total funds _ - 54146911.69 | 55,780,323.00 |

—_—

Total 'borrowings

Less: cash and bank balances 1,185,980.00 191,601.00 |
Net debt/(excess cash and cash equivalents) (1,185,980.00) (191,601.00)
[ Gearing 0% 0% |

46 INCOPORATION

The entity is incorporated in Kenya under the Kenyan Companies Act and is domiciled in Kenya.

47 EVENTS AFTER THE REPORTING PERIOD

There were no material adjusting and non- adjusting events after the reporting period.

48 CURRENCY

The financial statements are presented in Kenya Shillings (Kshs).
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APPENDIX 1: PROGRESS ON FOLLOW UP OF AUDITOR RECOMMENDATIONS

The following is the summary of issues raised by the external auditor, and management comments th
were provided to the auditor. We have nominated focal persons to resolve the various 1ssues as show
below with the associated time frame within which we expect the issues to be resolved.

Guidance Notes:
(i)  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,

(ili) Before approving the report, discuss the timeframe with the appointed Focal Point persons w
your entity responsible for implementation of each issue;

(iv) Indicate the status of “Resolved” or “Not Resolved” by the date of submitting this report @
National Treasury.

Managing Director \% Chairman of the Bo;

1

Date........ E)[O‘/(JOQ/& ....... Date.......... GlDWO



SAMBURU WATER AND SANITATION COMPANY LIMITED

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

APPENDIXI1: PROJECTS IMPLEMENTED BY THE ENTITY

Projects

Projects implemented by Samburu water and sanitation company Ltd Funded by development partners

| 2

Status of Projects completion
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APPENDIX III: INTER-ENTITY TRANSFERS

a. | Recurrent Grants
Indicate the FY to
Bank Statement which the amounts
Date Amount (KShs) relate
Total -
b. | Development Grants
Indicate the FY to
Bank Statement which the amounts
Date Amount (KShs) relate
Total -
c. | Direct Payments
Indicate the FY to
Bank Statement which the amounts
) Date Amount (KShs relate
Total -
d. | Donor Receipts
Indicate the FY to
Bank Statement which the amounts
Date Amount (KShs) relate
L Total .

The above amounts have been communicated to

Finance Manager

Sign

SASWASCO
l’,..-

and reconciled with the parent Ministry

Head of Accounting Unit
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APPENDIX IV: RECORDING OF TRANSFERS FROM OTHER GOVERNMENT ENTITIES

53 1143

Ministry of
Planning and
Devolution

Recurrent

....

Ministry of
Planning and
Devolution

Development

USAID

Donor Fund

Ministry of
Planning and
Devolution

Direct Payment

Total




