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1. ACRONYMS AND GLOSSARY Of TERMS

The foliowing are Acronyms and glossary of terms that appear in this annual report and
financial statements.

ICPAK - Institute of Certified Public Accountants of Kenya
iIFRS - International Financial Reporting Standards

MD - Managing Director

PFM - Public Financial Management

PSASB - Public Sector Accounting Standards Board
WASREB - Water Services Regulatory Board

GWASCO - Gusii Water and Sanitation Company Ltd

SPA - Service Provision Agreement

ECM - Executive Committee Member
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2. KEY ENTITY INFORMATION
Background information
The Gusii Water and Sanitation Company Limited is a Water Service Provider established as
limited liability Company under the Companies Act Cap 486 laws of Kenya on 12t June 2006
and the Water Act 2002. The Company commenced business on 15t August 2006 and
operated as an agent of Lake Victoria South Water Services Board when the company signed
a Service Provision Agreement (SPA) under the defunct Municipal Councils and county
councils in Kisii and Nyamira.
This law was repealed by the Water 2016 operationalized in Aprit 2017. The Act primarily
aligned the water sector to the devolved structure of Government enshrined in the New
Constitution of Kenya, 2010, The Company is wholly owned by the County Governments of
Kisii and Nyamira by 68% and 32% shares respectively.
At County level, the Company is represented by the County Executive Commitiee Member
responsible for Environment, Water and Sanitation, who together with the Board of Directors
are respansible for the general policy and strategic direction of the Company. The Ministry of
Water & Irrigation is responsible for policy formulation to create an enabling environment for
efficient operation and growth of the sector. Gwasco as a key player derives immense benefits
from the strategic direction and long-term vision for all institutions in water the sector set by
the Ministry.
The Gusii Water and Sanitation Company Ltd is domiciled in Kenya and is licensed by Water
Services Regulatory Board (WASREB) in line with the Water Act 2016 to provide water and
sanitation services in larger Gusii (Kisii and Nyamira) with an approximate area of 1,974 km2.
The service area jurisdiction includes 7 No. schemes in Kisii County namely Kegati,
Nyakomisaro, Gesusu, Ogembo, Keumbu, Tabaka and Birongo and 1No. Wastewater
Treatment Plant at Suneka and 4 Number schemes in Nyamira County namely; Nyamira,
Keroka (Nyangori), Nyansiongo, and lkonge.
According to the 2019 Kenya Population and Housing Census the population for Kisii county
was 1,266,860. The population density is 958 people per Km? with an annual growth rate of
2.75% while population for Nyamira County was 605,576 with a population density of 675
people per Km? and an annual growth rate of 2.4%, resulting to a combined population total
of 1,872,436.

Principal Activities

In accordance with Section 78 (1) of the Water Act 2016, the responsibilities and mandate of
Gusii Water and Sanitation Company Ltd as a water service provider include:

a) Provision of water services within the area specified in the license

b) Development of County assets for water service provision.

This is further expounded by the Memorandum and Articles of Association which states the
objects for which the company is established and include:

a} To carry on the business of a Water Services Provider, as defined by the Water Act 2016
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b)

c)

d)

€)

g)

To manage and conserve the sources and supply of water in the area of the cour'ty
governments and in particular, to conserve, redistribute and augment those water
resources as consented to by the licensee.

To provide and distribute a constant supply of potable water for commercial, industrial
and domestic purposes within the area of the county governments.

To be responsible for the provision, control and maintenance of sewerage and drainage
for commercial, industrial and domestic purposes within the area of the county
governments.

To maintain and rehabilitate existing water and sewerage infrastructure and facilities, as
well as develop infrastructure or facilities for furthering the objects of the company.

To acquire for its own use water pumps, engines, tanks, pipes and any other equipment
and chemicals that may be deemed necessary for and connected to the carrying out of
the said business of the company.

To be responsible for the treatment and disposal of sewage within the area of the county
governments by such times and locations as the company may deem appropriate.

The Company developed its strategic plan for the period 2023-2028 designed to tap into the
potential that exists within its seven schemes in Kisii County and four in Nyamira County to
address issues of water and sanitation. The main objectives in the (2023-2028) Strategic blue
print was the realization of the following four strategic priorities that formed the core focus:

a) Enhanced Coverage

b} Institutional Capacity Strengthening

c) Financial Sustainability

d) Corporate Culture Change and Brand improvement

The Vision

A sustainable and accessible safe water and sanitation service provider.

The Mission

To innovatively provide safe water and sanitation services to meet the expectations of our
stakeholders.

The Core Values

@ Integrity: Commitment to demonstrate honesty, transparency and respect in delivering
services to customers under all circumstances.

Professionalism: Commitment to execute our duties with excellence and in line with
sector standards

Teamwork: Commitment to work as a team and collaborate to synergize our strengths
in the fulfilment of our duties

Innovation: Commitment to embrace new but appropriate ideas to improve our
systems, processes and procedures in delivering services to our customers
Customer Focus: Always thinking first of the customer's needs and expectations
Equity: To embrace the principles of fairness and justice in the treatment of customers.
Gender Responsiveness: Always addressing the different needs and priorities of all
persons regardless of their sex to ensure that all staff are equally valued.

@@@

e e
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Directors

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

1. Mr. David O. Obure Chairman  Appointed on 27" September 2022
2. Mr. Charles N. Moturi Director Appointed on 27" September 2022
3. Ms. Jemimah M. Mosegere Director Appointed on 27t September 2022
4. Mr. 1sabella N. Lumumba Director Appointed on 27" September 2022
5. Mr. Saboke O. Kiboma Director Appointed on 27" September 2022
6. Mrs. Leah Bwari Ogega Director Appointed on 1%t July 2023

7. Mr. Kennedy Okemwa Abincha Director Appointed on 27" September 2022
8. Dr. John Matiang'’i Director Appointed on 271 September 2022
9. Dr. Geoffrey Morara Director Appointed on 1t July 2023

Company Secretary

The Company has not appointed a Company Secretary. The Managing Director is
managing the Board affairs as a Secretary to the Board of Directors.

Registered Office

Gusii Water & Sanitation Company Ltd.
P.0O. Box 3880 - 40200

Bobaracho Main Office

Kisii-Keroka Highway

Kisii, Kenya

Corporate Headquarters

Gusii Water & Sanitation Co. Ltd.
Bobaracho Main Office
Kisii-Keroka Highway

Kisii, Kenya

Corporate Contacts
Telephone: (+254) 798754178
Email: info@gwasco.co.ke
Website; www.gwasco.co.ke

Corporate Bankers
Kenya Commercial Bank Lid
Co-operative Bank of Kenya Ltd

Independent Auditors
Auditor-General

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

Nairobi, Kenya

Principal Legal Advisers

Nchogu, Omwanza & Company Advocates
Commissioner for Oaths and Notary Public
P.0.Box 4045-00200

Tel. 0732312183

Nairobi, Kenya
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3. THE BOARD OF DIRECTORS
Ref Directors

1,
11 “ ' . i+ I:‘li'-
L garns fi
David Ogega Obure
2.
. ..- ..;:'- ; ‘h -‘l
- R ;ﬁ'. il
Charles N. Moturi
3.
4.
5.
Isabella M Lumumba
6.

Details

Mr. David O. Obure (62 years) joined the
Board of Directors of the company on 29th
June 2021, he is the Chairman of the Board.
He holds a Bachelor of Commerce and
Masters in Personnel Management. He
represents Professional Associations in the
Board.

Mr. Charles Nemwel Moturi (67 years) joined
the Board of the company on 29t June 2021
and was appointed the chairman Technical
Board Committee. He holds BBA of
purchasing and supplies. He represents
Chamber of Commerce.

Lucy Wachira is the Managing Director. She
holds MBA in Strategic Management,
Bachelor in Business Administration and a
Diploma in Business Administration

Mr. Saboke Obadiah Kiboma (69 years)
joined the Board of Gwasco on 29t June
2023 and was appointed the Chairman
Finance, HR and Admin. Committee. He
holds Bachelor of Education. He represents
Water Users Association in the Board.

M/S Isabella Lumumba (57 years joined the
Board of GWASCO on 29" June 2021 she
holds BA of Education & Masters in Project
Management. She represents community
Based Organizations/Non-Governmental
Organizations in the Board.

M/S Jemima Moraa Mosegere (50 Years)
joined the board of the company on 29t June
2021. She is the Chair Audit Board
Committee. She holds a Bachelor of Arts and

vi
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Jemimah Moraa Masters. She represents Institution and
Gender in the Board.

Dr. Geoffrey Morara is the ECM Finance,
ICT and Economic Planning in Nyamira
County Government.

Dr. Geoffrey Morara Nyakoe
Mr. John Matiang’i is the CECM for
Environment Water Energy Mining and
Natural Resources, Nyamira County. Prior to
his appointment as CECM, he worked as a
deputy director of education in the Ministry of
Education, as a Trustee at the Public Service
<) Superannuation Scheme (PSSS) in the
John Matiang'i National Treasury and Planning, National
' Treasurer and Branch Executive Secretary at
Kenya National Union of Teachers.
Mrs. Leah Bwari Ogega is the CECM for
Water, Environment, Natural Resources
and Climate Change, Kisii County.

10. Mr. Kennedy Okemwa Abincha is the ECM
Finance and Economic Planning in Kisii
County Government.

o N
1~

%
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Mr. Kennedy Okemwa Abincha
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4. KEY MANAGEMENT TEAM
Managers Details

Managing Director

MBA — Strategic Management, Bachelor in
Business Administration, Diploma in Business
Administration

Lucy Wahito
Technical Manager
BSC Civii Engineering, P.E

o

Eng. Dominic Ayora
UEi Human Resource Manager

Bachelor Degree in Planning and Management,

Higher  Diploma in  Human Resource

Management, Degree in Human Resources,

Stephen Bosire Rosana Masters ongoing

Commercial Manager

Brand Management Retail and Masters in
Management and Organizational Development
(USIU-A)

Boyani Ong’era
e 2 Internal Auditor
: BCOM (Accounting Option) CPA (K

Paul Nyasing'a Maragia
Finance Manager
B.COM CPA (K)

=\

CPA Jared Atemba Rasugu

Wilfred Marita Onsomu

Procurement Manager
MBA, PSCM, BBA & Mgt, DSM, MKISM

viii
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5. CHAIRMAN’S STATEMENT
On behalf of the Board of Directors, | am delighted to present to you the Company’s annual
report and financial statements for the year ended 30 June, 2024. This year was
transformative as it marked both challenges and opportunities. The reviewed 2023-2028
strategic plan aims at mitigating against these challenges for improved service delivery.
Brief highlight of the key activities during the year
Financial performance
The Company financial performance reflected resilience and adaptability despite economic
environment where we continued to sustain growth and sustained growth through reduction
of NRW from 65% to 59%. This has positively impacted revenue improvement to an average
of 20 million.
The Company recorded sales for the year 2023-2024 amounting to Kshs. 228,317,433
against Kshs. 217,775,365 for the year 2022-2023 representing 4.84% increase. The
increase in sales turnover was purely as result of internal growth within the service provision
area. In the performance of the water services sector, the company was ranked at position
number 52 from position number 88 the previous year marking a significant improvement in
performance. This is a good trajectory positioning the company on improvement of service
delivery.
Successes consolidated over the year
The company continued to foster strategic partnership with The Western Kenya Water
Project, WSTF and through their support we have seen service coverage in Kiogoro Water
Project, Keumbu through WKWP, Nyamira Sanitation Project which has enhanced both water
and sanitation coverage. Equally the company benefitted through WKWP in capacity building
aimed at institutional capacity strengthening. All these are in line with our strategic plan 2023-
2028. In addition, the company reviewed strategic plan and the business plan. On Policy and
Governance, the project works with county governments and sector stakeholders to
strengthen sector governance and improve coordination between county governments and
GWASCO. This is crucial for effective devolved sector governance where the company falls.
Challenges being faced by the Company
Consequently, the Company aims to increase water use efficiency while ensuring there exists
fresh water supplies. Nevertheless, Non-Revenue Water remains the greatest impediment in
guaranteeing water use efficiency is achieved. ’
Through the Ministry of Water, Sanitation and Irrigation and the water sector reguiator
WASRERB, the Company continues to institute measures and sustainably implement the NRW
management and reduction plan issued and reduce NRW from 65% to a manageable level
of 45%. Gwasco further commits to observe and implement other key performance indicators
as guided by the regulator.
The way forward or outiook for the Company
The Company adheres to the highest standards of corporate governance and business ethics
across our businesses and service area in order to safeguard the interests of our customers
and stakeholders, and to ensure long-term shareholders’ value creation,
In this regard, the Company has enhanced its Board Operations for directors and senior
management to attract and retain the right talent to successfully manage and drive the

i
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Company's long-term objectives. The Board will continually articulate, implement and review
the adequacy and effectiveness of GWASCO's water safety plan, disaster and risk
management and internal control procedures in line with Corporate Governance guidelines
to manage our risks and opportunities and promote meaningful engagement with our
stakeholders.

In conclusion, | wish to express my earnest appreciation to all our valued stakeholders for
their continued support, mutual trust and utmost confidence in the Company.

My sincere gratitude to the management and staff at all leveis for their invaluable
contributions, commitments, devotion, and hard work. In working together, there existed
Company business sustainability as well as enhancing their career path with the Company. |
am very poised that with their enduring commitment, determination, right attitude and
teamwork, the Company will be able to realize its Vision, Mission, and Core Values as
highlighted in the company strategic plan for the period 2023-2028.

The Board and | wish to express our indebtedness to the County Governments of Kisii and
Nyamira for the steadfast and unwavering commitment and support to the company
operations. Finally, | wish to register my solemn gratitude to my fellow members of the Board
for their massive contributions, wise guidance and assurance in the direction of the Company.

Signature:

/
VY

!

David Obure
Chairperson
13 December, 2024
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6. REPORT OF THE MANAGING DIRECTOR
| am pleased to present the Company’s financial results for the year ended 30 June, 2024.
The Water sector business environment is dynamic, but with predictable regulatory
environment the Company remained resilient amid a tough operating environment. The
Company stakeholders came together and emerged stronger, more united and readier to
transform our business in line with our vision to be a sustainable and accessible safe water
and sanitation service provider. Much has been done and our focus in 2023-2024 was about
implementation of the new strategic direction.
Brief highlight of the key activities during the year
Financial performance
The Company financial performance reflected resilience and adaptability despite economic
environment where we continued to sustain growth and sustained growth through reduction
of NRW from 65% to 58%. This has positively impacted revenue improvement by Kshs.
10,542,063
The Company recorded sales for the year 2023-2024 amounting to Kshs. 228,317,433
against Kshs. 217,775,365 for the year 2022-2023 representing 4.84% increase. The
increase in sales turnover was purely as result of internal growth within the service provision
area. In the performance of the water services sector, the company was ranked at position
number 52 from position number 88 the previous year marking a significant improvement in
performance. This is a good trajectory positioning the company on improvement of service
Quality of service
The expansion of water network in Kiogoro, Nyamataro, Nyamira, and Ogembo aimed at
enhanced water coverage by improving water connectivity. A total of 6.9 Km has been
completed in Kiogoro and a public sanitation facility component in Nyamira almost complete
to ensure enhanced sanitation services. To enhance drinking water quality, bacteriological
tests and residual chlorine which stands at 94% continued to be observed in accordance to
the best industry practices in the treatment process and safe disposal of fecal matter in our
sewerage system. The company improved hours of supply from 18 to 21 hours per day due
to expanded capacity at Kegati treatment works from 8,000 cubic meters per day to 27,000
cubic meters per day and at Nyamira treatment works from 800 cubic meters to 3,200 cubic
meters per day which ensures availability of water and sanitation services to meet increased
demand.

Successes consolidated over the year

Economic efficiency

The company managed personnel related expenses to ensure they are proportionate to the
Operation and Maintenance costs by continued engagement of more proactive team of staff
in technical, ICT and commercial finance divisions. To ensure financial sustainability, we
enhanced our efforts toward increasing internally generated funds for billing services which
improved from Kshs. 217,775,365 for the year 2022-2023 to 228,317,433 in the year 2023-
2024 representing 4.84% increase to meet the company’s operation and maintenance costs.
With sustained efforts the company’s collection from billable services improved with

Xi
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corresponding revenue billing. In spite of inherent challenges, the improved collectlon
efficiency from these operations safeguarded the Company's commitment to meet
outstanding obligations as and when they fell due.

Operational sustainability

The company Water losses emerging from apparent and real losses threatened sustainability
of the company. We continued to adequately measure and evaluate the efficiency of our
operations through the Non-Revenue Water Management unit to support in i{s reduction. Staff
in employment for every 1000 connections remained at 10 owing to factors such as the utility
being cross-county, the nature of human settlement in our service area (the distances
between connections and number of towns served namely Kisii town and its environs, Kegati,
Keumbu, Ogembo, Tabaka, Keroka, Gesusu, Nyansiongo, Nyangori and Nyamira town and
its environs), skills mix, and that the Company provides water and sewerage services
together. Finally, metering ratio for the company continued to improve which now stands at
96%.

Challenges being faced by the Company

The company is faced with perennial challenges stemming from the following perspectives:
Water Losses

The company encountered abnormal Non-revenue Water losses emerging from Commercial
(Apparent Losses} which include Unauthorized Consumption, Customer Metering
Inaccuracies and Data Handling Errors; and Physical (Real Losses) which include Leakages
on transmission and/or distribution Mains, Leakage and overflows at utility’s storage tanks,
and Leakage on service connections up to point of customer metering.

High O&M costs

This results from Aging infrastructure and Vandalism of network infrastructure

The way forward or outlook for the Company

Rehabilitation of old lines, creation of a taskforce to deal with illegal connections, stock
materials for prompt repair, controlling waier flow to manage pressure, replacement of
invisible and unfunctional meters. Train on meter installation, introduce water marks on pipe
network, conducting customer survey on all the unread accounts. ensure procured materials
meet the recommended standards, impose fines on illegal activities, encouraging actual
billing, metering all the accounts with water connections.

Signature:

A
Lucy Wahito Wachira

Managing Director/Secretary to the Board
13 December, 2024
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7. STATEMENT OF PERFORMANCE AGAINST PREDETERMINED OBJECTIVES
FOR FINANCIAL YEAR 2023-2024

The Company has 4 strategic priorities and objectives within the current Strategic Plan for
the financial year 2023-2024. These strategic pillars/ themes/ issues are as follows:

1. Enhanced coverage

2. Institutional capacity building

3. Financial sustainability

4. Corporate culture changes and brand improvement
The Company develops its annual work plans based on the above 4 priorities. Assessment
of the Board’s performance against its annual work pian is done on a quarterly basis. The
Company achieved its performance targets set for the financial year 2023-2024 period for its

four strategic pillars, as indicated in the table below:

Strategic Objective Key Performance  Activities Achievements
Pillar/Theme/lssues Indicators ’
1. Enhanced Increase Expansion of water Undertake pre- 41%
coverage water supplies to unserved feasibility and
coverage areas feasibility studies
from 40% to of the unserved
50% areas
Expansion of water Undertake 41%
services to planning and
underserved areas  design for Last
Mile Connectivity
{LCM)
Ensure conservation Develop a 50%
of water catchment collaborative
areas framework with
relevant
government
agencies
Rehabilitate  water Develop a 50%
supply  production maintenance plan
facilities for 9 for all facilities
schemes
2. Institutional Strengthen  Ensure good Develop Annual 60%
capacity institutional  corporate Board Charter
building capacity by  governance compliance and
60% legal adherence
Enhance human Sensitization of all 70%
capacity staff on the

xiii

strategic plan
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3. Financial
sustainability

4. Corporate
culture change
and brand
improvement

Ensure
company
financial
sustainability
by
mobilizing
Kshs. 3.12
billion by
2028

Realize a
customer
satisfaction
index of
70%

Enhance internal

efficiencies

Improve institutional
visibility

Undertake corporate
planning

and performance
management

Improve revenue
collection from 84%
to 100% of the total
billed

Increase operation
and maintenance
coverage to 110%
Ensure prudent
financial planning
and management
Enhance internal
controls

Reduce Non-
Revenue water from
60% to 45%
Reduce account
receivable by 25%

Enhance resource
mobilisation

Xiv

Implement ERP
(Enterprise
Resource
Relationship
Management)
Undertake CSR
activities within
communities
Develop the
company strategic
Plan 2023-27

Undertake
customer
segmentation
Ensure Personnel
expenditure is less
than

20% of O&M
Develop a
corporate
Register

Risk

Implement
WASREB NRW
standards of June
2022

Develop concept
notes and funding
proposals for high
impact projects

Undertake
customer
satisfaction survey

45%

100%

50%

58%

25%

20%
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8. CORPORATE GOVERNANCE STATEMENT
The Board regularly reviews and assesses the governance structures that apply to Gusii
Water and Sanitation Company Ltd to ensure they are consistent, both in form and in
substance, with best practice. The Board considers that the Company is substantially in
compliance with the Wasreb Corporate governance guidelines and the Mwongozo Code
issued by the State Corporation Advisory Committee.
The Board of Directors
The Board of Directors is entrusted with the ultimate responsibility of the management,
general affairs, direction and performance of the Company. The Company has been vested
with requisite powers, authorities and duties to sustainably achieve its core mandate of Water
Service Provision. The Management Committee of the Company is headed by the Managing
Director and has business / functional heads as its members, which look after the
management of the day-to-day affairs of the Company.
The Board of our Company has a good mix of Executive and Non-Executive Directors with
half of the Board of the Company comprising of Independent Directors. As on date of this
Report, the Board consists of ten Directors comprising one Non-Executive Chairman, eight
independent Directors and One Executive Director who is the Managing Director. The Board
is constituted considering Articles and Memorandum of Association, diversity of skiils, age,
value addition, and gender, academic qualifications and experience necessary to help Gusii
Water and Sanitation Company achieve its goals and objectives.
The composition of the Board represents an optimal mix of professionalism, knowledge and
experience and enables the Board to discharge its responsibilities and provide effective
leadership to the business. The positions of the Chairman of the Board and the Managing
Director of the Company are held by separate individuals, where the Chairman of the Board
is a Non-Executive Director. None of the Directors of our Company are inter- related to each
other.
Board governance

a. Process of appointment and removal of directors
Board appointments is a transparent and competitive process to ensure the public served has
an opportunity to participate in decision-making in-service delivery directly affecting them.
Vacant positions are advertised in the media and on the website of the Company and the
criteria set out by WASREB is be used. An ad hoc nominating committee of the board of
directors comprising county and select committee from two or three primary/key stakeholders
assess applications and ensure that not only is the Leadership and Integrity criteria met but
shali perform a background check to ensure the candidates add value to the Company. The
select committee receives the applications, vet them to ensure that they comply with the Fit
and Proper Test plus the eligibility criteria and ultimately conduct interviews. The Report of
the selection committee shall be submitted to the shareholder who is required as shareholder
and function owner to ensure that only persons who add value to the company are appointed.
A letter of appointment issued by the county secretary that adheres to the articles of
association of the Company is given after ratification of names of the accepted directors at
annual general meeting by the shareholders.
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b. Roles and functions of the board
The Board is responsible for the supervision of the business and affairs of the Company and
the monitoring of the performance of the Company on behalf of shareholders. The Board also
places emphasis on regulatory compliance. The Board is responsible for directing the
Company and enhancing its value for shareholders. It has adopted a formal Corporate
Governance Code that details the Board's role, responsibilities, membership and operation.
Responsibility for the day-to-day management of the Company has been delegated to the
Managing Director (MD) and her management team. A key responsibility of the Board is its
oversight of senior management and, in this regard, all Company core management team are
subject to annual performance reviews and goal planning. In addition, the Board monitors the
performance of the MD against the Board's requirements and expectations. The Board is
structured to bring to its deliberations a range of experience refevant to the Company's
operations. The following-are the functions of the board of directors:
1. Before commencing business sign the code of ethics as circulated by WASREB.
2. Have a schedule of full board meetings at the end of every year for the next year.
3. Have only one full board meeting in every quarter.
4. Define the limits of authority of the Managing Director and other top executives in a
schedule of duties.
5. Approve an annual budget in consultation with the respective in accordance with the
Service Provision Agreement.
6. Devote sdufficient time to their responsibilities.
7. Have a performance management and appraisal system in place.
8. Map out communication strategy for internal and external liaisons to include at least
one public forum in its area of supply.
9. Embark on benchmarking with other GWASCOs to constantly monitor management
performance and the financial progress of the company.
10.Evaluate its own performance at least once every year based on the Service Provision
Agreement.
11.Ensure that the company is properly managed and for the attainment of lawful
objectives.
12.Ensure that the company’s affairs are not managed or conducted in a manner
oppressive to any of its shareholders or for fraudulent purposes.
13.Ensure that the company complies with all statutory requirements, including directives
issued by WASREB.

¢. Board charter
There is an existing board charter during the year under review.

d. Succession plan
The Company has a succession plan where all Board members do not retire at the same
time. Two thirds of the Board members other than those from the County Governments, retire
from office by rotation every three years. The retiring members are determined on the basis
of those who have served longest.
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e. Induction and training
The Company conducts induction and training program on every new Board of Directors
appointed to provide insight and capacity to steer the Company’s operations.

f. Board remuneration
Directors are entitled to sitting allowance for every meeting attended, lunch allowance
(accommodation allowance and mileage reimbursement where applicable), within set limits
of Board Minutes as per WASREB guidelines. Furthermore, Chairman is paid a monthly
honorarium.

g. Governance audit.
The Companies Act, 2015 vests sole responsibility on Directors to prepare financial
statements for each financial year that give a true and fair view of the state of affairs of the
Company. Director’'s responsibility stems from the premise that suitable accounting policies
are consistently applied supporied by reasonable and prudent judgments and estimates on
proper accounting records kept disclosing with reasonable accuracy the financial position of
the Company. Additionally, applicable accounting standards which include International
Financial Reporting Standards and Relevant Laws of Kenya, Water Act, State Corporations
Act, Public Financial Management Act, 2012 among others are followed as well as the duty
to exercise care, skill and diligence. To achieve this, they have a fiduciary duty to ensure
adequate internal control systems are in place to safeguard the assets of the Company and
to prevent and detect fraud and other irregularities. Governance audit was conducted by
Water Services Regulatory Board in November 2022.
Governance structure

KISI/NYAMIRA COUNTY GOVERNMENT/
LVSWWDA

BOARD COF DIRECTORS

TECHNICAL FINANCE AUDIT |
COMMITTEE &ADM. . COMMITTEE
| COMMITTEE
MANAGING DIRECTOR
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TECHNICAL COMMERCIAL FINANCE & PROCUREMEN HUMAN
SERVICES MANAGER MANAGER T MANAGER RESOURCE
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MD SECRETARY AUDIT
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9. MANAGEMENT DISCUSSION AND ANALYSIS

The financial statements comprise two components:

a) Financial performance
Operating Revenue increased by KShs 10,542,083, from KShs 247,775,370 in 2023 to
KShs 228,317,433 for the year ended 30t June 2024. Increase is primarily attributable to
the enhanced operational efficiency in our new billing system that was installed in February
2023, which contributed to a 59, increase in operating revenue. Our revenue comprised of

the following sources:
Note 2023-2024  2022-2023 9021-2022  2020-2021  2019-2020

Kshs Kshs Kshs Kshs Kshs.
Revenue
Operating Revenue 6 228,317,433 217775370 190,644,280 153,408,600 129,112,400
Grants Income 7 20100701 38,246,530 01,086,550 36,001,200 20.281,700
In-Kind Contributions - - - - -
Other Income 8 8571636 13,581,030 13,606,320 26,163,400 6,048,300
Total Revenue 256,089,760 269,602,930 206,237,150 21 5,573,200 1 55,452,400

b) Operational performance
A further analysis is made on the following
As part of the financial statements, included are the statement of financial position, statement
of comprehensive income, statement of changes in equity and the statement of cash flows
Results of operations are recorded using accrual basis of accounting whereby transactions
are reported when underlying events occur regardiess of the timing of cash flows. In this
regard, revenues and expenses are reported in these financial statements for some items
that will result in cash flows in future fiscal periods which include accounts receivable and
accounts payable.
The statements of cash flows present the flow of cash and cash equivalents during the last
two fiscal years. The notes to the financial statements provide additional information that is
essential to the full understanding of the data provided in these financial statements.

a. Operational and financial performance for the last three to five-year period.
The Company undertook extension of the water intakes at Nyangori, Kegati and Nyamira
water works during the last five-year period. As a result of Rehabilitation and Expansion of
the treatment works and distribution network, there has been an increase in production in
Kisii and Nyamira.
As outlined in the Company strategic plan to increase connectivity from 37% to 47% and due
to expanded network, the company has witnessed an increase in the number of customers
whose demand for water and sanitation services has peen indicated as shown below:

b. Key projects or investments decision implemented or ongoing
With the existing capacity of treatment works after the project was improved standing at
27.000m3/day, the total population served in the service currently served in the service area
and last mile connectivity is estimated at 210,000 persons. The company has beed funded
by WSTF to undertake Kiogoro Water Project in Kisii County and Kebirigo Public Sanitation
Facility in Nyamira Gounty.

c. Compliance with statutory requirements
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The Company has constantly complied with statutory requ1rements as laid down by the
Government of Kenya. Statutory returns are timely submitted like the NSSF, NHIF and Pay
as You Earn. Contributions fo Pension schemes are timely.

d. Major risks facing the organisation
Risk: Water resources and climate change
Risks description: Failure to develop our infrastructure, to improve its resilience and to
manage demand would mean that we would not be able to meet our statutory duties and
meet future demand. Climate change will increase instances of severe flooding and drought
which can affect the availability of resources and the operation of our infrastructure.
Mitigation: We operate in an area of serious water stress and manage demand through our
metering programme. We have also consistently endeavoured to meet our NRW targets. Our
Water Resources Management Plan is developed to take account of opportunities for
cooperation between WASREB and WARMA.
Risks description: Our business operates within a specific legislative and regulatory
framework and many of our activities have an impact on the environment. Failure to ensure
compliance with regulatory and legislative requirements may lead to criminal and civil liability,
regulatory enforcement actions and disruption to the business and loss of management time.
It will also affect the perception of GWASCO by customers, regulators and others with a stake
in our business. Mitigation: We have a wide range of policies, processes and controls to
ensure that we meet our duties and obligations. We also monitor compliance with our
statutory obligations for the purpose of reporting on our performance and for the purpose of
our compliance. We review annually compliance performance and processes with the
relevant department. We monitor changes to compliance requirements in order to adapt our
processes and policies when required.

Security and information security
Risks description: The security and resilience of our information infrastructure is essential to
maintain our service to the public. We must protect ourselves from loss of data and systems,
and cyber-attacks and keep customers’ data up-to-date and safe. Failure to protect personal
data may lead to enforcement actions and legal actions and would cause reputational
damage. Loss or corruption of data would result in disruption to the business and additional
costs.

e. Material arrears in statutory and other financial obligations
No matter involve financial probity has been reported in the period under review.
The company remains a key service provider of water and sanitation services to its customers
towards the realization of universal human basic right on access to safe water and sanitation
within its jurisdiction as envisioned in SDG 6, vision 2030 and Constitution of Kenya 2010.

Sustainable Development Goal 6

As a socially conscious individual, the Company shares the dream of a world where everyone
has access {o clean water and basic sanitation. Lack of clean water and sanitation leads to
numerous health issues, such as diarrhea diseases, which claim the lives of many people.
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10.ENVIRONMENTAL AND SUSTAINABILITY REPORTING
The purpose of Environmental and Sustainability strategy is to outline our commitment to
reducing Sewage discharges and reducing our wastewater footprint, both within our
organization, and in the service area we deliver. This focuses on environmental sustainability
but will form part of a broader Corporate Social Responsibility Policy which will also cover
legal compliance, business ethics and human rights, including Policies such as Equity,
Diversity and Inclusion. We are increasing environmental awareness across our organization
with this strategy and plan to embed Wastewater, Sewage, Sanitation and zero-waste
practices in our everyday business.
We undertake to communicate this strategy to all our stakeholders, including clients,
suppliers, and staff. Moreover, this will be done to enable them to work with us in achieving
our ambitions in this fundamental area.
Our core values are the fundamental principles that guide the behaviour of every person or
entity working with GWASCO. They should be practiced and embraced to create the
organizational culture fo drive GWASCO's vision. The core values guiding GWASCO are:
+ Customer focus
» Integrity
+ Gender Responsive
+ Professionalism
+ Team work
» Innovation
+  Equity
Gusii Water and Sanitation Company Ltd exists to transform lives. This is our purpose; the
driving force behind everything we do. It's what guides us to deliver our strategy, which is
founded on 4 pillars: focusing on our financial perspective, Customer Perspective, Internal
(process) perspective and Learning and growth perspective. Below is a brief highlight of our
achievements in each pillar
1. Sustainability strategy and profile
The Company as an agency has been able to Manage water devolved to the County
Government after transition from National Government. it's now under the ownership of two
County Governments of Kisii and Nyamira. This has offered a wide coverage area providing
potential for more customers.
High cost of production involving electricity poses a great macroeconomic challenge. This led
to: Cost recovery challenges, reduced revenue, Disruption of water services due to frequent
disconnections and power fluctuations. The Company applied to the regulator for fandem
adjustments of water tariff by WASREB.
2. Environmental performance
The Company could not sustainably manage solid/liquid waste and this was further
compounded by sewer leakages. Further it was faced with catchment degradation through
human activity such as deforestation and encroachment of water sources and Climate change
and environmental degradation. This led to compromised water quality, high turbidity/
siltation, reduced water levels and sources, destruction of wetlands, water sources are
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threatened by reduction in water base, and flow due to prolonged dry spells and unpredlctable
rains. To mitigate on this, the Company has resorted to public awareness initiatives on proper
waste management. Lobby for environmental protection, and adopt climate change
adaptation and coping mechanisms

3. Employee welfare

The company has an existing human resources policy guiding staff management. It is also in
the process of developing policy on safety and compliance as per Occupational Safety and
Health Act of 2007, (OSHA).

4. Market place practices-
al Responsible competition practice.
The company adheres to responsible competition practice by steering off corrupt
practices. Being aware of the political environment we operate in, we direct our energy
and efforts towards sustainably meeting customer expectations.

b) Responsible Supply chain and supplier relations-

The accounts payable have remained relatively high. Despite this, the Company has
negotiated with suppliers and established a payment plan to reduce the amount owed to
suppliers.

¢) Responsible marketing and advertisement
The company adheres to responsible marketing and advertisement practices in its
operations in creating awareness of its products to customers.

d) Product stewardship- outline efforts to safeguard cons.umer rights and interests
Every consumer has a constitutional right of access to safe and potable water. The
Company is under obligation to meet this requirement and has endeavored to do so.

5. Corporate Social Responsibility/Community Engagements-

We encourage all employees to stay engaged with the community. We offer to pay leave to
our employess if they wish to get involved in charity work during business hours.

The Company has entered into a partnership with learning institutions who play a role in
teaching primary, secondary schools, colleges and university students how water, waste
water and sanitation services are treated, supplied and why it is such is an important part of
our lives.

Gusii Water also sponsor many regional ASK business excellence awards, Country Charities
and environmental activities through our partnerships with various stakeholders.

Over the years GWASCO Ltd. has had the pride on its regular contribution towards
community regeneration activities. We have continued this long-stand ing tradition of providing
the communities with high quality and affordable Water and Sanitation Services. Within the
past years, we concentrated on the improvement of the infrastructure and made substantial
contributions towards the construction and maintenance of water and Sewer networks in our
areas of our Jurisdiction and promoted sanitation. These have surely controlled to some level
diseases caused by contaminated water.
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11.REPORT OF THE DIRECTORS
The Directors submit their report together with the audited financial statements for the year
ended 30 June, 2024 which show the state of the company’s affairs.

i) Principal activities
The principal activities of the entity are provision of water and sewerage services.

ii) Results
The results of the company for the year ended 30 June, 2024 are set out on page 1-58. Below
is summary of the profit or loss made during the year.

(Restated)
2023-2024 2022-2023 2022-2023
Kshs. Kshs.
Loss Before Taxation (66,179,696) 5,767,200 5,296,250
Income Tax Expense - - -
Loss for the year (66,179,696) 5,767,200 5,296,250
iii) Dividends

The company has not declared dividends for the year ended 30 June, 2024.

iv) Directors
The members of the Board of Directors who served during the year are shown on page (v) in
accordance with Regulation 68 of the company's Articles of Association.

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 to carry out the audit
of the Company for the year ended 30 June, 2024, in accordance to section 23 of the Public
Audit Act, 2015 which empowers the Auditor General to audit.

By Order of the Board

Signature: {

4

Lucy Wahito Wachira
Managing Director/Secretary to the Board
13 December, 2024
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12.STATEMENT OF DIRECTORS’ RESPONSIBILITIES

Section 164 of the Public Finance Management Act, 2012, The Companies Act 2015 and
Section 129 of the Water Act 2016 require the Directors to prepare financial statements in
respect of that Company, which give a true and fair view of the state of affairs of the Company
at the end of the financial year and the operating results of the Company for that year. The
Directors 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 year ended on 30 June, 2024. This responsibility includes:

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

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

(i} Designing, implementing and maintaining internal controls relevant to the
preparation and fair presentation of the financial statements, and ensuring that they
are free from material misstatements, whether due to error or fraud:;

(iv)  Safeguarding the assets of the Company;

(v}  Selecting and applying appropriate accounting policies; and

(vi)  Making accounting estimates 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,

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 year ended 30 June, 2024, and
of the Company's financial position as at that date. The Directors 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

The Company's financial statements were approved by the Board on 13 December, 2024 and
signed on its behalf by:

’
YYE

David Obure Lucy Wahito Wachira
Chairman Managing Director
13 December, 2024 13 December, 2024
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HEADQUARTERS
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Monrovia Street

P.0O Box 30084-00100
OFFICE OF THE AUDITOR-GENERAL NAIROBI

1/ ! RIEHITY

REPORT OF THE AUDITOR-GENERAL ON GUSI 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 Financial Statements that considers whether the financial statements are

fairly presented in accordance with the applicable financial reporting framework,

o accounting standards and the relevant laws and regulations that have a direct effect
on the financial statements;

B. Report on Lawfulness and Effectiveness in the 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 the
Government achieves value for money and that such funds are applied for the
intended purpose; and,

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, risk
management environment and 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

I have audited the accompanying financial statements of Gusii Water and Sanitation
Company Limited set out on pages 1 to 51 which comprise the statement of financial
Report of the Auditor General on Gusii Water and Sanitation Company Limited for the Year Ended 30 June 2024




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

In my opinion, except for the 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 Gusii 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 International Financial Reporting Standards and comply with
the Companies Act, 2015, the Water Act, 2016 and the Public Finance Management Act,
2012.

Basis for Qualified Opinion
1.0 Accuracy of The Statement of Cashfiows

The statement of cash flows reflects Kshs.43,484,514 in respect to cash and cash
equivalents at the beginning of the year. However, the audited financial statements for
2022-2023 reflects Kshs.43,737,350 on the same resulting to unreconciled variance of
Kshs.252,836. In addition, the statement of cash flows reflects Kshs.15,282,516 in
respect to cash and cash equivalent at the end of the year which differs with bank and
cash balances of Kshs.15,443,560 in the statement of financial position resulting to
unreconciled variance of Kshs.161,044.

In the circumstances, the accuracy of the statement of cash flows for the year ended 30
June, 2024 could not be confirmed.

2.0 Accuracy of Customer Deposits

The statement of financial position and as disclosed in note 24 to the financial statements
reflects customer deposits balance of Kshs,29,715,363 which represents amounts
deposited by customers for new water meter paid upon connections. These funds are
retained in the company’s deposit account with Kenya Commercial Bank Limited.
However, review of supporting documents provided for audit revealed that the balance of
Kshs.29,715,363 differs with closing balance of Kshs.13,060,658 reflected in the deposits
account bank statement, resulting to an unexplained variance of Kshs.16.654,705.

In the circumstances, the accuracy of the Kshs. 29,715,363 could not be confirmed.

3.0 Accuracy of Cash and Cash Equivalents

The statement of financial position as at 30 June 2024 reflects a balance of Kshs.
17,595,498 in respect of cash and cash equivalents and as disclosed in Note 18 to the
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financial statements. However, review of cash book, bank reconciliation and bank
statement provided for audit revealed that KCB revenue account number 1106368436
cash book has been overdrawn by Kshs.2,312,982.31 but reflected as Kshs.2,151,938
balance in the financial statements. The resultant variance was however not explained.

In the circumstances, the accuracy of the Kshs.1 9,443,560 cash and cash equivalents
balance as at 30 June, 2024 could not be confirmed.

The audit was conducted in accordance with International Standards for Supreme Audit
Institutions (ISSAls). | am independent of the Gusii Water and Sanitation Company
Management in accordance with ISSAI 130 on the Code of Ethics. | have fulfilled other
ethical responsibilities in accordance with the ISSA| 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
1.0 Budgetary Control and Performance

1.1 Revenue analysis

The statement of comparison of budget and actual amounts for the year ended 30 June,
2024 reflects budgeted receipts of Kshs.506,425,522 and actual receipts of
Kshs.256,989,769 resulting to a revenue shortfall of Kshs.249,435,753 or 49%.

in overall, the water company failed to meet its target revenue by Kshs. 249,425 753 an
indication of weak budget planning process. There is need for the company to relook at
its budget making process with a view to planning a realistic budget to achieve its intended
objectives

1.2 Expenditure analysis

The statement of comparison of budget and actual amounts reflects a recurrent
expenditure budget of Kshs.354,525 771 and an actual expenditure of Kshs.323 269,958
resulting to a net under expenditure of Kshs.31,255,813 (9%). In addition, the same
statement reflects a capital expenditure budget of Kshs.151,899,752 and an actual capital
expenditure of Kshs.3,125,442 resulting to a net under expenditure of
Kshs.148,764,310(98%)

In overall, the Company under absorbed its budget by Kshs.180,020,122 (36%) of the
total budget allocation. This may have impacted adversely on service delivery of the
company. There is need therefore for the management to re-look at its budgeting
mechanism with a view to focusing on areas which will improve service delivery to the
stakeholders.

Report of the Auditor General on Gusii Water and Sanitation Company Limited for the Year Ended 30 June 2024
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2.0 Material Uncertainty Related to Going Concern

The statement of profit or loss and other comprehensive income reflects a loss of
Kshs66,280,188. (Kshs.5,296,250 profits in 2022-2023). The statement also reflects
operating expenses of Kshs.323,269,958 (Kshs.264,306,680 in 2022-2023) indicating a
loss-making trend.

In addition, the current liabilities of Kshs.198,266,484 as at 30 June, 2024 exceeded the
current assets of Kshs.159,346,810 resulting into a negative working capital of
Kshs.38,919,674. The Water Company is therefore technically insolvent and the financial
statements have been prepared on a going concern basis on the assumption of continued
financial support from the County Government and its creditors.

My opinion is not modified in respect of this matter.
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 Concern section, | have determined that there are no other
key audit matters to communicate in my report.

Other Matter

1.0 Non-Revenue Water

The statement of profit and loss and other comprehensive income reflects operating
revenue of Kshs.228,317,433 as disclosed in Note 6 to the financial statements. Included
in the balance is Kshs.149,285,051 in respect of water sales. Records provided for review
indicated that the Company produced a total of 3,785,933 cubic meters (M3) of water
during the year under review out of which 1,545,478 cubic meters (M3) of water was billed
to customers for Kshs.149,285,051.45 while the balance of 2,240,455 cubic meters (M3)
or approximately 59.2 % of the total volume of water produced represents non-revenue
water. This is contrary to WASREB guidelines which sets the acceptable level of non-
revenue water at 25% of the total water production. Management has not explained the
measures which have been put in place to control the losses.

2.0 Unresolved Prior Year Matters

There were issues raised in the audit report for 2022/2023 financial year. However, no
report or recommendations from the Management and oversight bodies was submitted
for audit verification and clearance. The issues therefore remain unresolved contrary to
Section 149(2)(l) of the Public Finance Management Act, 2012 which require Accounting
Officers in respect of the entity concerned to try to resolve any issues resulting from an
audit that remain outstanding.

Report of the Auditor General on Gusii Water and Sanitation Company Limited for the Year Ended 30 June 2024
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Other Information

The Directors are responsible for the other information, which comprises the chairman’s
statement, report of the managing director, statement of performance against
predetermined objectives, corporate governance statement, management discussion and
analysis, environmental and sustainability reporting, report of the directors and statement
of directors’ responsibilities. The other information does not include the financial
statements and my auditor’s report thereon.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN THE USE OF PUBLIC
RESCQURCES

Conclusion

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

Basis for Conclusion

1.0 Long Outstanding Audit Fees

The statement of financial position and as disclosed in Note 23 to the financial statements
reflects Kshs. 96,471,152 in respect to trade and other payables. Included in the Kshs.
96,471,152 is Kshs. 5,809,200 accrued audit fees payable to the office of the Auditor-
General which has however remained unpaid. Although management has created a
provision of Kshs.446,600 in the year under review, this is still contrary to Section 41
(1)(c) of the Public Audit Act, 2015 which states that the funds of the Office of the Auditor-
General shall consist of audit fees charged at the rates prescribed by the Auditor-General.

In the circumstances, Management was in breach of the law.

2.0 Failure to Comply with Fiscal Responsibility Principles on Wage Bill

The statement of profit and loss and other comprehensive income and as disclosed in
Note 9 to the financial statements for the year ended 30 June, 2024 reflects
Kshs.108,454,746 in respect of staff costs. The Kshs.108,454,746 translates to forty two
percent (42%) of the total revenue of Kshs.256, 989,769 contrary to Section 25 (1)(a) and
(b) of the Public Finance Management (County Government) Regulations, 2015 which
stipulates that county governments expenditure on wages and benefits for its public
officers shall not exceed thirty-five percent of the county government entity total revenue.

In the circumstances, management was in breach of the law.

Report of the Audiior General on Gusii Water and Sanitation Company Limited for the Year Ended 30 June 2024
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3.0 Long Outstanding Retirement Benefits Obligations

The statement of financial position and as disclosed in Note 22 of the financial statements
reflects Kshs.38,105,640 in respect of retirement benefits obligations. Review of
documents provided for audit review revealed that the obligations had accrued from the
year 2016 and management has not outlined significant steps taken to ensure the
obligations are cleared.

[n the circumstances, the Company is exposed to litigations and the regularity of the
Kshs.38,105,640 could not be confirmed.

4.0 Fees and Fines

The statement of profit or loss and other comprehensive income reflects Kshs.
188,915,410 in respect to general and operational expenses which further includes
Kshs.5,351,490 in respect to fees and fines. The amount related to payments to various
advocates for legal services rendered and costs related to enforcement of judgments
through auctioneers. However, there was no opinion and letter of no objection for
engagement of private legal firms by either the designated principal legal advisor or the
County attorney who is indicated in the annual report and financial statements as the
principal legal advisor.

In the circumstances, the regularity of the Kshs. 5,351,490 during the year under review
could not be confirmed.

5.0 Lack of Approved Tariffs

The statement of profit or loss and other comprehensive income and as disclosed in Note
6 to the financial statements reflects total operating income of Kshs.228,317,433.
However, the audit revealed that the company was billing customers using tariffs that
expired in the financial year 2020/2021. No evidence was provided of any tariff review
request which has been forwarded to the Water Services Regutatory Board (WASREB)
in seeking approval.

Consequently, the lawfulness of the tariffs applied in billing customers’ accounts could
not be confirmed.

6.0 Regularity of Imprest Management

Review of payment records revealed that Kshs. 1,633,200 cash was advanced to staff for
various assignments during the year under review. The imprest was however not
recorded in the imprest register as the management did not use the imprest issuance and
accountability process where imprest warrants is raised with details including staff name,
date of issuance, staff number, imprest warrant number and due date for ease of
managing and controlling of imprest amount recorded thus making it difficult to determine
the actual date for surrendering the imprest. In addition, the imprest was expensed at
source instead of charging the below the line accounts and charging respective
expenditure accounts on surrender hence casting doubt on whether the imprest was

Report of the Auditor General on Gusii Water and Sanitation Company Limited for the Year Ended 30 June 2024
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properly and promptly surrendered contrary to Regulation 91(1), and Regulation 93(5) of
the Public Finance Management (County Governments) Regulations, 2015 which require
a holder of a temporary imprest to account for or surrender the imprest within seven (7)
working days after returning to duty station and the Company’'s Financial Systems
Policies and Procedures 6.2.1 which states that and “imprest will be issued to officers for
specific purposes and will be accounted for by submission of cash receipts and refund of
the cash balance.

In the circumstances, Management in in breach of the law.

The audit was conducted in accordance with ISSAJ 3000 and ISSA! 4000. The standards
require 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 comply in ali material respects, with the authorities that govern
them. [ believe that the audit evidence | have obtained is sufficient and appropriate to
provide a basis for my conclusion.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

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

Basis for Conclusion
Board Work Plan

Included in the statement of profit or loss and other comprehensive income and as
disclosed in note 11 to the financial statements is Kshs.5,931,653 in respect to board
expenses. However, it was noted that the board commiftees had in operation, a calendar
of events but lacked a documented and approved board work plan, contrary to the
requirements of the Mwongozo Code of Governance for State Corporations, 2015, which
mandates the preparation and impiementation of such a plan to ensure structured
strategic execution of the board's responsibilities.

In the circumstances, the effectiveness of the internal controls over board operations
could not be confirmed.

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standards
require that | plan and perform the audit to obtain assurance about whether effective
processes and systems of internal 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.

Report of the Auditor General on Gusii Water and Sanitation Company Limited for the Year Ended 30 June 2024
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REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS
Conclusion

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

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

ii. In my opinion, adequate accounting records have been kept by the Company |,
so far as appears from the examination of those records; and,

iil. The Company's financial statements are in agreement with the accounting
records and returns.

Responsibilities of the Management and Board of Directors

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

Report of the Auditor General on Gusii Water and Sanitation Company Limited for the Year Ended 30 June 2024
8

L



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 IFPP will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individ ually 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 are in compliance with 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: hitps:/ivww.oagkenya.qo.ke/auditor-generals-
responsibilities-for-audit/. This description forms part of my auditor’s report.

FCPA Na CBS
AUDITOR-GENERAL

AL

Nairobi

20 December 2024

Report of the Auditor General on Gusii Water and Sanitation Company Limited for the Year Ended 30 June 2024
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Gusii Water and Sanitation Company Ltd

Annual Report and Financial Statements for the year ended June 30, 2024

@

14.STATEMENT OF PROFIT OR LOSS & OTHER COMPREHENSIVE INCOME FOR

THE YEAR ENDED 30 JUNE 2024

Revenue
Operating Revenue
Grants Income

' Other Income

| Total Revenue

Expenses

Staff Costs

General and Operations expenses
Board Expenses

Maintenance Expenses

Depreciation and Amortization expenses
Total Expenses

Profit/(Loss) Before Taxation

Income Tax Expense/(Credit)

Profit/(Loss) After Taxation

Earnings per share ~ basic and diluted
Dividend per share

Other Comprehensive Income

Profit/ (Loss) after taxation

Surplus or deficit on revaluation of PPE
Remeasurement of net defined benefit liability
Fair value gain/(loss) on investments in equity

instruments designated as at FVTOCI
Total Comprehensive Income for The Year

Note

ol e )]

10
11
12
13

Restated
2023-2024 2022-2023 2022-2023
Kshs Kshs Kshs
228,317,433  217,775370  217,775.370
20,100,701 38,246,530 38,246,530
8,571,636 13,581,030 13,581,030
256,989,769 269,602,930 269,602,930
108,454,746 89,881,290 89,881,290
188,915,410  153,495170  153.495.170
5,931,653 4,770,770 4,770,770
15,819,552 11,078,890 11,078,890
4,048,105 4,609,610 5,080,560
323,169,465 263,835,730 264,306,680
(66,179,696} 5,767,200 5,296,250
(66,179,696) 5,767,200 5,296,250
(66,179,696) 5,767,200 5,296,250
(66,179,696) 5,767,200 5,296,250




Gusii Water and Sanitation Company Ltd e\
Annual Report and Financial Statements for the year ended June 30, 2024 @0y
15.STATEMENT OF FINANCIAL POSITION AS AT 30 JUNE 2024
{Restated)
Note 2023-2024 2022-2023 2022-2023 |
Kshs Kshs Kshs
ASSETS
Non-Current Assets
Property, plant and equipment 14 41,532,918 43,697,891 43,126,440
Intangible assets 15 1,252,311 - 100,700 |
Total Non-Current Assets 42,785,229 43,697,890 43,227,140 |
Current Assets
inventories 16 1,491,383 2,489,150 2,489,150
Trade and other receivables 17 142,411,867 129,084,590 129,084,590
Bank and cash balances 18 17,595,498 43,484,510 43,484,51@
Total Current Assets 161,498,748 175,058,250 475,058,250
Total Current and Non-Current Assets 204,283,976 218,756,140 218,285,390
EQUITY AND LIABILITIES l
Capital and Reserves
Ordinary share capital 19 100,000 100,000 100,000
Capital Grant 20 67,053,200 67,053,200 67,053,200
Retained earnings 21 _ (63,187,046) 2,992,650 2,521,700 |
Capital and Reserves 3,966,154 70,145,850 69,674,900
Non-Current Liabilities
Provisions - - B .
Total Non-Current Liabilities - - .
Current Liabilities
Retirement benefit obligations 22 38,105,840 14,405,490 14,405,420
Trade and other payables 23 (a) 96,836,713 65,117,210 65,117,210
Cash Overdraft 23 (b} 2,312,982 - -
Customer Deposits 24 29,715,363 25,775,480 25,775,480
Agency Account 26 33,347,124 43,312,110 43,312,310 |
Total Current Liabilities 200,317,822 148,610,280 148,610,490
| TOTAL EQUITY AND LIABILITIES 204,283,976 218,756,140 218,285,390

[ —=—= —

The financial statements were approved by the Board on 13 December, 2024 and signed on

its behalf by:

Managing Director

Name: Lucy Wachira ame: CPA Jared Rasugu
Head of Finance
ICPAK M/No: 28053

2

4
wfnf,ﬂ

Iy

Name: David Obure

Chairman of the Board
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Gusii Water and Sanitation Company Ltd
Annual Report and Financial Statements for the year ended 30 June, 2024

>

17.STATEMENT OF CASH FLOWS FOR THE YEAR ENDED 30 JUNE 2024

Note 2023-2024 2022-2023 |
Kshs Kshs
Cash Flows from Operating Activities ‘
Receipts
QberatifgJRecapts 214,990,156 260,697,630 l
Grants Income 20,100,701 38,246,530
Other Income 8,571,636 13,681,030
Customer Deposits 3,939,883 3,114,020 |
Total Receipts 247,602,376 315,639,210 '
Payments ‘
Staff Costs 84,754,597 96,574,099 ’
General and Operations expenses 166,163,125 218,219,520
Board Expenses 5,931,658 4,770,770
Maintenance Expenses 15,819,552 11,078,880
Finance Costs - -
Refund of Customer Deposits - -
Total Payments 272,668,932 330,643,280 |
Net Cash From/ {Used In) Operating Activities 25 (25,066,556) (15,004,070) |
Cash Flows from Investing Activities
Purchase of Property, Plant and Equipment (PPE) 14 (3,135,442) (3,350,000)
Proceeds from Disposal of PPE - -
Purchase of Intangible Assets - -
Net Cash From/ (Used In) Investing Activities (3,135,442) {3,350,000) |
Cash Flows from Financing Activities R
Proceeds from Borrowings - = |
Repayment of Borrowings - * |
Net Cash From/ (Used In) Financing Activities - -
Increase/{Decrease) In Cash and Cash Equivalents (a) (28,201,998} (18,354,070)
Cash and Cash Equivalents at Beginning of Year (b)
Cash at Bank and on hand 43,484,514 62,091,420
Total (a+b) 15,282,516 43,737,350
Effects of Foreign Exchanges Rate Fluctuations - -
Cash and Cash Equivalents at End of The Year
Cash at Bank and on hand 18 17,595,498 43,484,514
Cash Overdraft 23(b) (2,312,982) - |
15,282,516 43,484,514




%¥9 GL9°0CL08L  106'V0E'9CE 2TS'SCr'908 0 225 Sz 908 ainypuadx3 jejol
%< OLE'v9L '8yl Z¥P'GEL'E 25.'668'LSL 0 2G1'668°LGL ainjipuadxy |eyde)
vv'6l0'8lZ  (969°6.1'99) 25.°668°LSL 0 251'668°151 $$07 10 Jyoid
%16 90£°'95€'1€ G91'691°€2€ 1LLL'GZSPSE 0 LLL'GZS PSE anypuadx3 Jualnoay |ejol
%001 sosuadxe
(501'8%0'%) SOL'8¥0'v 0 0 0 uoneziuowe pue uonealdag
%96 vELC'SYY'ZL 2GG'618'GL  988'v9Z'8¢ O 988'%92'8¢ 2oUBUSUIBA
%68 08v'6vS'c2 0L¥'GL6'88L 068'vI¥ZLZ O 068'v91'ZLZ Sesuadxg suolelsdo pue [eleuss)
%€8 99.°1¥2°) £59°1€6'G BL¥'ell' 0 BLY'ELL L sesuadx3j pieog
%c01 (691°28'L) ovL'vSY'80L 9/§°729'90L O 9.5'229'901 SiS0D yeis
sasuadxg
%G gcl'seb'6ve  691'686'95C 225'GCY'90S 0 225'GZY'90S INUBASY |ejol
%S 1L 01L8'9¢S9LL 10200102  L1LS'229°9¢€L O LLG'L29'9gt sjueln
%¢EL G9€'895'GS 9€9°'1/5'8 000'0¥LYS O 000°0vL 19 anuaAsy Bupesad-uoN
%G L 61G°0vE'LL ey’ Z1LE'8¢2 1L10'8G9°G0E O 110'859'G0¢E anuanay buperedo
o sysy sysy SYSH SYsy Sys) anuaAay
o JP=} p-2 =9 p q+e=9 q e
ve0Z-€20¢  ¥e0e-€20e ¥20C-¢c0Cc  v2oeZ-€coe ¥20e-€20Z ¥20g-€202
uonest|in siseq
§0 9aualaip m_nmbmano 196png sjusunsnipy 196png
@mmu:m.o._mn_ aoUuewLIOLIad uo [enjoy feuld ) _m:_m_..o

pz0Z ‘dunp g¢ popue Jeak sy} 10} sjusWD)LIS [RIDUBH S pue Lioday |enuuy

P mﬁano uoleliueg pue ISJEAA ISNG




| §

'sajuedwos asueInsul

AQ 19A0 USYE} 819M UDIUM JUSPIDOE DPEBOI Ul POAJOAUI S19Mm SD|2IYsA om] ‘siojowt jo Bupiaes pue Aisuiyoew pue jueld
pue yJomjau adid uo suop aiem sJiedal souiw Ajuo ‘sBuipjing uo usyeuspun aiom siiedal ON "SJUNOWE [BIUB)SONS pajedo||e
9I9M UDIym SI[TYaA JO adueuajuiew pue siojow pue sdwnd jo Bupintes ‘siiedas Ausuiyosew pue jueld ‘siiedas yiomiau
adid ‘nedai sBuipjing epnjour senianoe pauue|d ey "9l0A SIY} Ul Spuny Jo uondiosqge 1semojs aly) passaulm Auedwod ayy
92UBUBJUIBW Y% {ir JO 8OUIIDYPIP 2OUBUIOHS “IA

ebie) oY) Jo HOoYS (134 uoliw 9z "Sysy le pajoeloid juswssasse

1edw [BluswiuOIIAUS UO ainjipuadxa SE ||9m SB Ui (Z "SUSY 1B paisbpng saaio|dws pue $10j0allp U0 J8A0D |eJIpaLU Uo
ainjipuadxa pajsbie) J9awl Jou pinoo Auedwor) ay) ‘seinjpuadxs uolelsiuiwpe |eseusb uQ -ebeiamas pue Jejem o} Bune|ay
sainypuadxe [euoyelado 10a4Ip pue $1500 uoeasiuiwpe |elauab 0] ajejas sesuadxa Bunelado pue |elauab uo ainjipusdxy
sasuadxe Buijesado pue [eiauab o] | JO 92UIBLIP IIURPUWIOLIDG ‘A

“1eah ay} Buunp play jou sem yoiym Bunsew [grausb |enuue pue

Bulurely pieoq epnjoul usyeuUepun ASAISNIOUOD JOU 819M JBY} SBIAIJOE PIBOG 8] "UOIJElaunwal §,Joj0alIp 2y} 0) sajeal sIy|
sasuadxa pieoq ¢, L1 JO 3DUAUBPIP IJUBWLIOLIDH “Al

Jueig poddng Aipinbi jeuohipuod

Jo} Buipuny |euonippe Ajuo Buialeoal ‘Jeak ay) Buunp azieuajew jou pip yoiym Ajjioeq uolelues agnd obuigey pue
108044 181 A0 010601y 40} {DdN) Idasuon) 108l0id ueqin Jopun punjisnij 1o}oag 1ajepn wodl juelb e pajoadxe Auedwon ay |
jueab 9,68 JO adusIalIp aouUBWIOHSd "Il

*SUOIJOBUL02S PUB SUOIOBLUOD 6beIaMas pUe J9JEM MAU WOl snusaal pejedionue

pajoaye 1ey) Sa0IAI9S uoeNuesS pue Jajem Jo axeidn mols ‘Buiisneyxs wod swosul pajabie; pajoaye ss|oIYaA Jaisneyxs
JO umopyealq ay] "SUONOBULOIDI ISJBM PUE SUOHOSUUOD) MIN 19MIS ‘Jomag ‘994 UOIOSUL0OI8Y ‘UOlOBUUDD MBN
‘BUIODUL J8isheyxT sapnjoul sy ‘AlaA00al Jgap pUB SBLWI0IUI SNOBUR|I90SIW 0} a)ejal AloBajed siy) ul awoou Bujesado-uoN
awosui Bupesado-uou 9, /9 JO SIUIBIYIP dIUBULIOLDG "1l

'$9|eS J9)EM WO aNUSASI UC Joeduil 1oaap B

Jayo o} pajoafosd aiem yoiym suoijoauuod Juewsop buyeanoe ul jabie) ayy 19ew o} an|ie) AQ POUDISEID0 SEM S2UBIBLIP 8Y )
swosu) Buielado ¢4,6Z JO 9oUalayIp FoUBWLIOLID "I

:$9)ou }Jabpng

$20Z ‘0€ sunp papuad Jeak ayj 1o} Sjuswajels jeloueul pue poday jenuuy
p11 Auedwog ucieliues pue Jajepp (ISng




Gusii Water and Sanitation Company Ltd
Annual Report and Financial Statements for the year ended 30 June, 2024

19.NOTES TO THE FINANCIAL STATEMENTS

1. General Information
The Gusii Water and Sanitation Company Ltd is established by and derives its authority
and accountability from the Water Act. The Company is wholly owned by the County
Governments of Kisii and Nyamira and is domiciled in Kenya. The Company’s principal
activity is provision of Water and Sewerage Services.
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.

2. 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 International Financial Reporting
Standards (IFRS) allows the use of estimates and assumptions. It also requires
management to exercise judgement in the process of applying the Company's accounting
policies.
The financial statements have been prepared on a going concern basis and in compliance
with IFRS Accounting Standards issued by the International Accounting Standards Board.
They are 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 in accordance with
International Financial Reporting Standards (IFRS). The accounting policies adopted have
been consistently applied to all the years presented.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
3. Application of New and Revised International Financial Reporting
Standards (IFRS)

ended 30 June 2023.
Title Description
IFRS 17 The new standard establishes principles
Insurance for the recognition, measurement,
Contracts presentation and  disclosure  of
(issued in May insurance contracts issued. It also

2017)

IAS
{International
Accounting
Standards) 8-
Accounting
Policies, Errors,
and Estimates

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

requires similar principles to be applied
to reinsurance contracts held and
investment contracts with discretionary
participation features issued. The
objective is to ensure that entities
provide relevant information in a way
that faithfully represents  those
contracts.

The Company does not issue insurance
contracts and therefore this standard is
not applicable

The amendments, applicable to annual
periods beginning on or after 1st
January 2023, introduce a definition of
‘accounting estimates’ and include other
amendments to 1AS 8 to help entities
distinguish changes in accounting
policies from changes in accounting
estimates.

There exists a significant effect on
estimates on accounts receivables

The amendments, applicable to annual
periods beginning on or after 1st
January 2023, require entities to
disclose their material accounting policy
information rather than their significant
accounting policies.

The accounting policies disclosed are
material and therefore the application of
this standard is relevant

10

New and amended standards and interpretations in issue and effective in the year

Effective Date

Effective for annual periods
beginning on or after 1¢

January 2023.
The amendments are
effective for annual

reporting periods beginning
on or after January 1, 2023.

The amendments are
effective for annual periods
beginning on or after
January 1, 2023.
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Amendments to
IAS 12 titled
Deferred Tax
Related to
Assets and
Liabilities arising
from a Single
Transaction
{issued in May
2021)

The amendments, applicable to annual The amendments  are
periods beginning on or after 1st effective for annual periods
January 2023, narrowed the scope of beginning on or after
the recognition exemption in paragraphs January 1, 2023.

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.

1
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
Application of New and Revised International Financial Reporting

Standards {IFRS)

iil. New and amended standards and interpretations in issue but not yet
effective in the year ended 30 June 2023.

Title

Amendments to
1AS 1 titled
Classification of
Liabilities as
Current or Non-
current (issued
in January 2020,
amended in
October 2022)
Amendment to
IFRS 16 titled
lL.ease Liability in
a Sale and
Leaseback
(issued in
September 2022)

Amendments to
IAS 1 titled Non-
current Liabilities
with  Covenants
(issued in October
2022)

Description

The amendments, applicable to
annual periods beginning on or
after 1st January 2024, clarify a
criterion in IAS 1 for classifying a
liability as non-current: the
requirement for an entity to have
the right to defer settlement of the
liability for at least 12 months after
the reporting period

The amendment, applicable to
annual periods beginning on or
after 1st January 2024, requires a
seller-lessee  to  subsequently
measure lease liabilities arising
from a leaseback in a way that it
does not recognise any amount of
the gain or loss.

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 least twelve months
after the reporting period is subject
to the entity complying with
conditions specified in the loan
arrangement.

Effective Date

The amendments are effective for
annual periods beginning on or
after January 1, 2024. Earlier
application is permitted.

The amendments are effective for
annual periods beginning on or
after January 1, 2024. Earlier
application is permitted.

The amendments are effective for
annual periods beginning on or
after January 1, 2024. Earlier
application is permitted.

The Directors do not plan to apply any of the above until they become effective. Based
on their assessment of the potential impact of application of the above, they do not expect
that there will be a significant impact on the company's financial statements.

iii.

Early adoption of standards

Gusii Water and Sanitation Company Ltd did not early — adopt any new or amended
standards in year under review.

12
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'NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
4. Summary of Accounting Policies
The principle accounting policies adopted in the preparation of these financial statements are
set out below:

a) Revenue recognition
Revenue is measured based on the consideration to which the entity expects to be entitlied 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 Company delivers products/services to the customer, the customer has
accepted the products/services and collectability of the related receivabies is
reasonably assured.

fi) Grants from Government Entities are recognized in the year in which the
Company actually receives such grants. Recurrent grants are recognized in the
statement of comprehensive income. Development/capital grants are recognized
in the statement of financial position and realised in the statement of
comprehensive income over the useful life of the assets that has been acquired
using such funds.

iii)  Finance income comprises interest receivabie from bank deposits and investment
in securities, and is recognized in profit or loss on a time proportion basis using
the effective 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) Other income is recognized as it accrues.

b) In-kind contributions
In-kind contributions are donations that are made to the Company in the form of actual goods
and/or services 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 opposite
amounts; otherwise, the contribution is not recorded but disclosed.

¢} Property, plant and equipment
All categories of property, plant and equipment are initially recorded at cost fess accumulated
depreciation and impairment losses. Certain categories of property, plant and equipment are
subsequently carried at re-valued amounts, being their fair value at the date of re-valuation
less any subsequent accumulated depreciation and impairment losses. Where re-
measurement at re-valued amounts is desired, all items in an asset category are re-valued
through periodic valuations carried out by independent external vaiuers.

13
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
Summary of Accounting Policies

d) Depreciation and impairment of property, plant and equipment
Freehold land and capital work in progress are not depreciated. Capital work in progress
relates mainly 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 basis to write down the cost of each asset or the re-valued amount to its residual
value over its estimated useful life. The annual rates in use are:

ltem of Pproperty, Plant and Equipment Useful life (years) Rate

Pipeline {Infrastructure work) 40 2.5%
Building & civil work 40 2.5%
Plant & machinery 8 12.5%
Motor vehicle and motor cycles 4 25.0%
Computers 3 33.3%
Office equipment, furniture and fittings 8 12.5%

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

e} Intangible assets
Intangible assets with finite useful lives that are acquired separately are carried at cost less
accumulated amortization and accumulated impairment losses. Amortization is recognized
on a straight-line basis over their estimated useful lives. The estimated useful life and
amortization 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.

f)  Amortization and impairment of intangible assets
Amortization is calculated on the straight-line basis over the estimated useful Jife of the
intangible asset. Ali intangible assets are reviewed annually for impairment. Where the
carrying amount of an intangible asset is assessed as greater than its estimated recoverable
amount, an impairment loss is recognized and the asset is written down to its estimated
recoverable amount,

14
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
Summary of Accounting Policies
g) Investment property
Investrent property, which is property held to earn rentals and/or for capital appreciation
(including property under construction for such purposes), is measured initially at cost,
including transaction costs. Subsequent to initial recognition, investment property is
measured at fair value. Gains or losses arising from changes in the fair value of investment
property are included in profit or loss in the period in which they arise. An investment property
is derecognized upon disposal or when the investment property is permanently withdrawn
from use and no future economic benefits are expected from the disposal. Any gain or loss
arising from derecognition of the property (calculated as the difference between the net
disposal proceeds and the carrying amount of the asset) is included in profit or loss in the
period in which the property is derecognized.
h) Right of Use Asset
The right-of-use assets comprise the initial measurement of the corresponding lease liability,
lease payments made at or before the commencement day, less any lease incentives
received and any initial direct costs. They are subsequently measured at cost less
accumulated depreciation and impairment losses. Whenever the entity incurs an obligation
for costs to dismantle and remove a leased asset, restore the site on which it is located or
restore the underlying asset to the condition required by the terms and conditions of the |ease,
a provision is recognized and measured under IAS 37. To the extent that the costs relate to
a right-of-use asset, the costs are included in the related right-of-use asset, unless those
costs are incurred to produce inventories. Right-of-use assets are depreciated over the
shorter period of lease term and useful life of the underlying asset. if a lease transfers
ownership of the underlying asset or the cost of the right-of-use asset reflects that the entity
expects to exercise a purchase option, the related right-of-use asset is depreciated over the
useful life of the underlying asset. The depreciation starts at the commencement date of the
lease. The right-of-use assets are presented as a separate line in the statement of financial
position.

15
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
Summary of Accounting Policies

i) Unguoted investments
Unquoted investments stated at cost under non-current assets, and comprise equity shares
held in other Government owned or controiled entities that are not quoted in the Securities
Exchange. These are measured at fair value through profit or loss (FVTPL).

j} Inventories
Inventories are stated at the lower of cost and net realizable value. Cost comprises direct
materials and, where applicable, direct labour costs and those overheads that have been
incurred in bringing the inventories to their present location and condition. Cost is calculated
using the weighted average cost method. Net realizable value represents the estimated
selling price less all estimated costs of completion and costs to be incurred in marketing,
selling and distribution.

k) Trade and other receivables
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 estimate
is made of doubtful receivables based on a review of all outstanding amounts at the year end.
Bad debts are written off after all efforts at recovery have been exhausted and when the
necessary approval to write off is granted.

) Taxation

i) Current income tax

Current income tax assets and liabilities for the current period are measured at the amount
expected to be recovered from or paid to the taxation authorities. The tax rates and tax laws
used to compute the amount are those that are enacted or substantively enacted, at the
reporting date in the area where the Company operates and generates taxable income.
Current income tax relating to items recognized directly in net assets is recognized in net
assets and not in the 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
establishes provisions where appropriate.

m} Deferred tax
Deferred tax is provided using the liability method on temporary differences between the tax
bases of assets and liabilities and their carrying amounts for financial reporting purposes at
the reporting date.
Deferred tax liabilities are recognized for all taxable temporary differences, except in respect
of taxable temporary differences associated with investments in controlled entities, associates
and interests in joint ventures, when the timing 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
16
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
Summary of Accounting Policies

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 in joint
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.
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 profit will be available to allow
all or part of the deferred tax asset to be utilized. Unrecognized deferred tax assets are re-
assessed at each reporting date and are recognized to the extent that it has become probable
that future taxable profits will allow the deferred tax asset to be recovered. Deferred tax assets
and liabilities are measured at the tax rates that are expected to apply in the year when the
asset is realized or the liability is settled, based on tax rates (and tax laws) that have been
enacted or substantively enacted at the reporting date.
Deferred tax relating to items recognized outside surplus or deficit is recognized outside
surplus or deficit. Deferred tax items are recognized in correlation to the underlying
transaction in net assets. Deferred tax assets and deferred tax liabilities are offset if a legally
enforceable right exists to set off current tax assets against current income tax liabilities and
the deferred taxes relate to the same taxable entity and the same taxation authority.
n) Borrowing costs
Borrowing costs directly attributable to the acquisition, construction or production of
qualifying assets, which are assets that necessarily take a substantial period of time to get
ready for their intended use or sale, are added to the cost of those assets, until such time as
the assets are substantially ready for their intended use or sale. To the extent that variable
rate borrowings are used to finance a qualifying asset and are hedged in an effective 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 finance 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 income earned on the temporary
investment of specific borrowings pending their expenditure on qualifying assets is deducted
from the borrowing costs eligible for capitalization. All other borrowing costs are recognized
in profit or loss in the period in which they are incurred.

17
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Summary of Accounting Policies

o) Cash and cash equivalents
Cash and cash equivalents comprise cash on hand and cash at bank, short-term deposits on
call and highly liquid investments with an original maturity of three months or less, which are
readily convertible to known amounts of cash and are subject to insignificant risk of changes
in value. Bank account balances include amounts held at various Commercial Banks at the
end of the reporting period.

p) Borrowings

Interest bearing loans and overdrafts are initially recorded at fair value being received, net of
issue costs associated with the borrowing. Subsequently, these are measured at amortized
cost using the effective interest rate method. Amortized cost is calculated by taking into
account any 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 are added 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.

q) Trade and other payables
Trade and other payables are 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.

r) Retirement benefit obligations
The Company operates a defined contribution scheme for all full-time employees from July
1, 2023. The scheme is administered by CPF, Lapfund and Standard Chartered Securities
and is funded by contributions from both the company and its employees. The company also
contributes to the statutory National Social Security Fund (NSSF). 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 6% on gross salary per employee per month. Employees on contract are
paid gratuity. The payment is made at the point of separation. It is computed at the rate of
7.5% of the consolidated salary received for each completed month of service for those
leaving in the first year, 17.5% of the consolidated salary received for each completed month
of service both years for those leaving in the second year and 31% of the consolidated salary
received for each completed month of service for the three years for those leaving in the third
year.

s) Provision for staff leave pay
Employees’ entitiements to annual leave are recognized as they accrue. A provision is made
for the estimated liability for annual leave at the reporting date.

18
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t) Exchange rate differences
The accounting records are maintained in the functional currency of the primary economic
environment in which the entity operates, Kenya Shillings. Transactions in foreign currencies
during the year/period are translated into the functional currency using the exchange rates
prevailing at the dates of the transactions or valuation where items are re-measured. Any
foreign exchange gains and losses resuliing from the settlement of such transactions and
from the ftranslation at year-end exchange rates of monetary assets and liabilities
denominated in foreign currencies are recognized in profit or loss.

u) Budget information
The original budget for Financial Year 2023-2024 was approved by the Board of Directors on
28 June 2023. Subsequent revisions or additional appropriations were made to the approved
budget in accordance with specific approvals from the appropriate authorities. The additional
appropriations are added to the original budget by the entity 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 statements.
The financial statements are prepared on accrual basis using a classification based on the
nature of expenses in the statement of profit or loss, same as the budget. The amounts in the
financial statements were recast from the accrual basis to the cash basis and reclassified by
presentation to be on the same basis as the approved budget. 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.

v) Service concession arrangements
The Company analyses all aspects of service concession arrangements that it enters into in
determining the appropriate accounting treatment and disclosure requirements. In particular,
where a private party confributes an asset to the arrangement, the Company recognizes that
asset when, and only when, it controls or regulates the services the operator must provide
together with the asset, to whom it must provide them, and at what price. In the case of assets
other than 'whole-of-life’ assets, it controls, through ownership, beneficial 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.

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

x} Subsequent events
There have been no events subsequent to the financial year end with a significant impact on
the financiai statements for the year ended June 30, 2024
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5. Significant Judgments and Sources of Estimation Uncertainty

The preparation of the Company’s financial statements in conformity with IFRS requires
management to make judgments, estimates and assumptions that affect the reported
amounts of revenues, expenses, assets and liabilities, and the disclosure of contingent
liabilities, at the end of the reporting period. However, uncertainty about these
assumptions and estimates could result in outcomes that require a material adjustment
to the carrying amount of the asset or liability affected in future periods.

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 year,
are described below. The Company based its assumptions and estimates on
parameters available when the financial statements were prepared. However, existing
circumstances and assumptions about future developments may change due to market
changes or circumstances arising beyond the control of the Company. Such changes
are reflected in the assumptions when they occur.

b) Useful lives and residual values
The useful lives and residual values of assets are assessed using the following
indicators to inform potential future use and value for disposal:
* The condition of the asset based on the assessment of experts employed by the
Company. ‘
¢ The nature of the ésset, its susceptibility and adaptability to changes in technology
and processes.
* The nature of the processes in which the asset is deployed.
» Auvailability of funding to replace the assets.
¢} Provisions
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.
The provisions applicable for bad debts on the company’s accounts receivable are
currently estimated at 10% as per the existing accounting policy on financial policies and
procedures manual.

20
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUES)
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6. Operating Revenue
2023-2024 2022-2023
Kshs Kshs
Water Sales 149,285,051 135,821,930
Sewer 74,703,881 72,528,230
Refuse 9,750 a00
Meter Rent 4,318,750 3,862,200
Other - 5,562,110
income
Total 228,317,433 217,775,370
9 Billing for other services refers to income generated from services such as reconnection
fees, sales of sludge, water analysis samples etc.
7. Grants Income
2023-2024 2022-2023
Kshs Kshs
Operational grants from Government entities 12,000,000
Recurrent/operational grants from other agencies - 38,246,530
Capital grants amortized 8,100,701 -
Donations from County Governments - -
In Kind contribution/donations from other agencies - -
Total 20,100,701 38,246,530
» Name of the Amount Amount Amount Total grant [nsert
Entity recognized in deferred recognised income Current FY
sending the  the Statement under in capital during the KShs
grant of deferred fund. year
Comprehensive income KShs KShs
Income KShs
KShs
WSTF 20,100,701 - - 20,100,701 20,100,701
Total 20,100,701 - - 20,100,701 20,100,701
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

8. Other Income

Change of Name
renewal

stop cork charges
labour

Exhauster Charges
Exhauster permit
Meter Testing
stolen meters
damaged meter charges
New Connection
Reconnection Fee
Sewer

sewer disposal
sewer unblocking
sewer upgrade
Sewer New Connection
Sewer Charges
Sewer Discharge
Survey Fee
Surcharge

bank charges
illegal connection penalties
Statement charges
Termination

turn off fee

turn on fee

Refuse

Meter Rent

Water Bowser
direct-water-sale
Total

2023-2024 2022-2023

Kshs Kshs
- 64,800
8,100 -
200 -
2,700 -
44,000 -
- 400
3,600 1,000
19,500 -
18,500 -
88,900 2,098,260
239,000 51,090
- 7,884,000

487,000

60,000 -
100,000 -
857,500 1,080,960
- 97,570
- 41,000
2,946,502 556,890
2,199,780 5,000
118,500 -
261,000 -
112,200 12,560
- 66,280
31,304 -
23,700 800
- 150
- 406,520
895,500 617,750
54,150 -
8,571,636 13,581,030
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9. Staff Costs

Gross salary and allowances

Wages of temporary employees

Medical insurance schemes

Employer’s contributions to national social security schemes
Employer’s contributions to pension scheme

CPF Financial Services
LAp Fund

NW Pension

Gratuity provisions
Total

10. General and Operations Expenses

Chemicals

Water Quality Resting
Regulatory Levy (WASREB)
Abstraction Levy (WRA)
Electricity

Travelling& accommodation
Transport & L.unch

Health, Hygiene and Safety
Protective clothing/ Uniforms
Staff welfare

Staff entertainment & others
Printing & Photocopy
Stationery

Consumables

Advertising & Publicity
Mobite Airtime

Postage

Bulk sms

Repair of office equipment
Software/Licences

Computer Softwares [ICT Maintenance]

Insurance Expense
Security Services

2023-2024 2022-2023
79,526,120 68,536,540
9,107,623 3,727,680
6,631,875 -
- 659,800
9,499,280 2,832,980
28,260 46,160
465,612 665,600
3,195,977 13,412,530
108,454,746 89,881,290
2023-2024 2022-2023
Kshs Kshs
10,531,228 14,730,330
20,000 -
12,128,840 8,481,560
- 2,052,830
93,667,056 79,137,680
10,001,486 4,126,200
3,601,610 2,976,210
204,025 353,190
165,244 760,950
1,092,000 -
1,970,196 1,518,630
179,540 281,200
1,038,518 673,970
198,295 111,020
557,527 810,800
898,125 478,720
10,006 6,220
278,202 71,750
26,886 -
2,387,584 1,240,619
2,154,833 1,339,880
8,290,900 6,790,500
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

Audit fee

Legal fees

Environmental impact Asses
Consultancy Services

Fees and Fines

Cleaning Services
Subscriptions

Donations

Corporate Social Responsibility

Staff Training

Bank charges and commissions
Provision for Expected Credit Losses

Total

11.Board Expenses

Chairman Honoraria
Sitting allowances

Travel and accommodation
Other allowances

Total Board Expenses

12.Maintenance Expenses

Rentals & Hired Services
Ground maintenance
Electrical appliances
Cleaning materials
Maintenance of buildings
Repair & Maint of Plant/Tank
Sewer network repairs

Pipe network repairs

Plant and machinery repairs
Fuel & Oil

Hired Transport

Vehicles repair & maintenance
Servicing/Repairs

Total

446,600 446,600
3,344,200 2,529,910
283,040 -
2,987,864 460,000
5,351,490
3,936,864 4,444 340
424,600 266,300
203,475 180,250
194,800 -
563,660 637,240
327,260
21,776,716 18,261,010
188,915,410 153,495,170
2023-2024 2022-2023
Kshs Kshs
242,100 480,000
2,298,700 2,868,570
2,581,200 1,037,300
809,653 384,900
5,931,653 4,770,770
2023-2024 2022-2023
Kshs Kshs
337,348 917.480
333,526 71,600
39,600 13,350
55,645 7,110
579,490 3,793,690
406,956 1,492,250
1,505,800 754,140
3,917,489 1,714,910
868,094 95,250
4,607,694 1,154,400
46,000 -
3,121,910 577,180
- 487,530
15,819,552 11,078,890

24



Gusii Water and Sanitation Company Ltd
Annual Report and Financial Statements for the year ended June 30, 2024

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

13. Depreciation and Amortization Expenses

(Restated)
2023-2024 2022-2023 2022-2023
Kshs Kshs Kshs
Depreciation 3,421,949 4,408,610 4,980,060
Amortization 626,156 201,000 100,500
Total 4,048,105 4,609,610 5,080,560

25




9T

068°269'Cy - 0L2'00L 00Z°cs 00S°2$8°C 008°'LS 00.'62C 086VLY'0OY £20Z ‘og aunp
Je se anjep yoog joN
81L6TES LY - 8cC'LIZ £8v'e6l 000°0L0°Z 008°LS Siv'991L 276'668'8¢ ¥20T '0¢ sunp
Je Se anjeA yoog JoN
8ZP'98g'ee - $6.L°9L1 L00°20.°C  000°0¥E‘L 002°299'S STS'Z98°CT 80P'Z0LLZ $Z0Z ‘0€ aunp 3y
- - - - - - - - jesodsip uo pajeunwig
- - - - - - - - $S0| Jusuiedw|
ep6LZY's - 00'LY 191°G96 00S°2€8 0O G2z'e9 8S0'GLG°| Jesh ayy Joy abieyn
0sv'vropoc - 064G 0¥8'9EL’L  00S'20S  00.°Z99°S  00£'662'C 0s€'/8L'0Z €202 ‘L AInr 1y
uonedaadag
ove'6ly'ss - ze0'gze v8¥'s68'C  000°0SE‘'S 00S'PLL'S 000'625°C 0££°209'09 ¥202 ‘0¢ sunp )y
- - - - - - - - sjesodsiq
- - - - - - - - siajsuel}
9.6'9s2°L - Z€S°'1G1 trr'soL'y - - - o SuolppY
0lg‘coL'vs - 005'9/) 0¥0°'06.°L  000'0SE'S 00S'PLL'S 000'6Z5'C 0€€'209'09 £20C ‘) AInp 1y
uoljenjep 10 }s09)
ssaiboud SHIOM
Juawdinbg S9IoIyapn  Aisunyoep
1ejo) Ul oM 3o1ilh sispndwogn 150 ue e {IAD aujadig veoz
leydes = oW puejueld /sBujpyung

juswdinb3 pue jue|d ‘Auadoid  ‘py

(G3INNILNOD) SINIWILVLS TVIONVNIA 3H1 Ol S310ON

®™  £20Z ‘0¢ aunp papus Jeak oy 10} SJUSWae)S [EIdURUI] PUE Loday [enuuy

o5

P37 Auedwo) uonejiueg pue iajeps sne




lc

021'09vy SL1LZL S0S°L6Y B 008°LS 009°Z8y 060°StY sy
168269 0LL‘001 00zZ'cs 00S°.¥8'c  008°LS 00.l'6ze 086‘vLY 0¥
08P ov'0e 06L'GL ovgoes’L 005°20S 00.'799'S  00£°66Z'T 0SE'281°'02
0L980¥'y 0.¥'92 029'96S 005205 - 006252 oclL'oeo’s
0.8'650°92 0ze'er 0zeort'L - 004'799'S  00¥'9¥0'T  0€T'/SL'LL
02£°29L'PL 005'9LL 0v0°06.L') 000°0S€'c  00S‘PLL'S  000°625'T 0E£'209°09
0oo0‘0se’s - - ooQ'ose’e - - -
0.gzI8'0L 005'9L1 0¥0°06L2°1 - 00S'vLL'S  000'62S'C  0€E'Z09'09
ssauboud SHIOM
juswdinbg saoIYepA  Alsulyosep
|eyol Ul YoM . stondwion 1030 ue Jus|g lIALD suladig
jended s P Buipjing

220z ‘o suny
Je Sk anjep joog j8N

£Z0Z ‘0¢ sunp
Je se anjeA Moog JeN

€202 ‘0¢ sunrjy

|esodsip uo pajeuIlfy
S50 JuauMeduw)
leaA ay) Joy abieyn

z20e 'L AInr

uonepaideg
€202 ‘0¢ 2unp )y
s|esodsig
siaysuel]
SUOlIPPY

€20z 'L AInr

uoRenjeA 10 109

144114

(pojelsay) €20z sunr g papug Jesay) 9y} 104
juawdinbg pue juejd ‘Ajisdouyg

(QINNILNOD) SINIWILVLS TVIONVNI4 HL OL SILON

 ¥20Z ‘0€ aunr papus Jeah ayy 1o} SJUSLISIE}S [eIouBLiY pue Joday jenuuy

py Beduwion UONBJIUBS PUEB I3} HSNG




8¢

091'v09'vy - 01221 00S'26¥ - 008°LS 00928y  060'SP'er
ovrozL'sy - 01001 00zZ'cs 005°2¥8T (0S9'61S) 00L°62z 086'pLY OV
0£6°GE0°LE - 064'G. 0v8'9€L’L  00S°Z0S  0SL¥EC9 00c'66T°c  0S¢'L8L70Z
090'086'y - 0iv'92 029'965 00S°20S  0S¥'L2S 006°252 021°0€0's
0.8'650'97 - 0ZE'6Y oczorLL - 001299 00¥'9v0'C  0£T'2GL°2L
0LE29LYL - 00591 070°06.L  000°0SE’S 00S'FLLS 000625 0££°209°09
ooo‘ose's - - - 000°0se'c - - .
0le'z18'0L - 005921 ov0'064°L - 00S'¥LL'S  000'62S°C 0£€'209°09
lejol ssalfoid juswdinby stnduwioy  sajoyep Asuiyoepy SHIOM auyadiyg
Ul Jaopm 920 Jojo0 pue juelq ALD
leyden /sBuipjing

ZZoz ‘o¢ sunp
Je se anjep yoog joN

€202 ‘og aunp

Je se anjep yoog joN
£20Z ‘0¢ aunp 3y
|esodsip uo pajeuiug
$S0] Jusunedu|

leah ay} oy ebieyn
220z ‘L Ainr
NOILYiO3dd3q
€202 ‘0¢ aunr )y
s|esodsig

slojsuely

suonippy

2zoz ‘L AiInry

NOLLYNTVA ¥O 1S0D

£€coc

€20Z 2unp gg papu3 1eax 9y} 104
juswdinb3z pue jueig ‘Aladoad

(Q3NNILNOD) SINTWILVLS IVIONVNId 3HL OL S310N

¥20Z ‘0€ aunr papua Jeak ay; 10§ sjuswiele}g [erdueuly pue poday jenuuy
P31 Auedwon uonepues pue ssjeps isng




Gusii Water and Sanitation Company Ltd

Annual Report and Financial Statements for the year ended June 30, 2024

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

a) Valuation

No valuation was underiaken on Land and buildings.
b) Property, Plant and Equipment at Cost
If the freehold land, buildings and other assets were stated on the historical cost basis the

amounts would be as follows:

Details Cost Accumulated NBV
Depreciation
Kshs Kshs Kshs
Pipeline 60,602,330 21,702,408 38,899,922
Buildings/ Civil works 2,529,000 2,362,525 166,475
Plant and Machinery 5,714,500 5,662,700 51,800
Motor Vehicles 3,350,000 1,340,000 2,010,000
Computers 2,895,484 2,702,001 193,483
Office Equipment 328,032 116,794 211,238
Total 75,419,346 33,886,428 41,532,918
15. Intangible Assets
(Restated)
Intangible Assets 2023-2024 2022-2023 2022-2023
Kshs Kshs Kshs

COST

At July 1 301,500 301,500 301,500
Additions 1,878,466 0 0
Disposais 0 0 0
At June 30 2,179,966 301,500 301,500
AMORTISATION

At July 1 301,500 301,500 100,400
Charge for the year 626,155 0 100,400 I
Disposals 0 0 ¢ |
Impairment loss 0 0 0
At June 30 927,655 301,500 200,800
NET BOOK VALUE AT JUNE 30 1,252,311 (0) 100,700 |
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

16. Inventories

Calcium Hypochlorite
Soda Ash

Aluminium Sulphate
Polmar

Engineering stores

Fuel, oil and lubricants
Motor vehicle spare parts
Goods in transit

Stationery and general stores
Finished goods

Work in progress

Less: Impairment of stocks
Total

17. Trade and Other Receivables

Trade receivables (note 18 (a))

Deposits and prepayments

VAT recoverable

Staff receivables

Other receivables

Gross trade and other receivables
Provision for bad and doubtful receivable
Net trade and other receivables

17 (a) Trade Receivables
Gross trade receivables

Provision for doubtful receivables
Net trade receivables

At June 30, the ageing analysis of the gross trade receivables was as follows

Less than 30 days
Between 30 and 60 days

2023-2024 2022-2023
Kshs Kshs
698,581 600,560
147,784 414,930
645,018 1,415,980

- 57,680
1,491,383 2,489,150
2023-2024 2022-2023
Kshs Kshs
217,767,133 182,610,070
- 53,070
217,767,133 182,663,140
(75,355,266) (53,578,550)
142,411,867 129,084,590
2023-2024 2022-2023
Kshs Kshs
217,767,133 182,610,070
(21,776,716) (19,111,870}
195,990,417 163,498,200
10,207,743 12,672,220
10,806,767 14,407,250
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

Between 61 and 90 days
Between 91 and 120 days
Over 120 days

Total

6,435,781

6,650,547 -

183,666,285

8,724,330
13,211,080
133,595,180

217,767,123

182,610,060

17 (b) Reconciliation of Impairment Allowance for Trade Receivables

Description
At the beginning of the year
Additional provisions during the year

At the end of the year

18. Bank and Cash Balances

2023-2024
KShs

(53,578,550)
(21,776,716)

2022-2023
KShs

(35,317,540)
(18,261,010)

(75,355,266)

(53,578,550)

The amount of Kshs. 17,595,497.85 represents bank balances and M-Pesa Business

account held by the Company as at 30 June, 2024

Cash at Bank

KCB - 1106368436

KCB - 1132172489

Co-operative Bank - 01141384702000

Co-operative Bank - 01141384702001

Co-operative Bank - 01141384702002
M-pesa Business - 993600

Add: Cash in Hand

Reconciled Bank and cash balances

19. Ordinary Share Capital

Authorized:

5.000 ordinary shares of Kshs. 20 par value gach
Issued and fully paid:

5.000 ordinary shares of Kshs. 20 par value each
Total

31

2023-2024 2022-2023
Kshs Kshs
2,151,938 4,644,570

13,060,857 9,125,290
674,546 -
1,299,298 -
1,000 29,154,290
407,858 560,360
17,595,498 43,484,510
2023-2024 2022-2023
Kshs Kshs
100,000 100,000
100,000 100,000




Gusii Water and Sanitation Company Ltd

Annual Report and Financial Statements for the year ended June 30, 2024

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED}

20. Capital Grants

The capital grants relate to the amount of property, plant and equipment. As indicated in the
Statement of financial Position, this is stated after transfer of completed capital projects
funded through grant from Water Sector Trust Fund in the previous years during construction

of the projects. The amount funded is not repayable.

Capital Grant 2023-2024 2022-2023
Kshs Kshs
Reserves as at 1st. July 67,053,200 67,053,200
Additions - -
As 30 June 67,053,200 67,053,200

21.Retained Earnings

The retained earnings represent amounts available for distribution to the Company's
shareholders. Undistributed retained earnings are utilised to finance the Company’s business

activities.
(Restated)
2023-2024 2022-2023 2021-2022
Retained earnings Kshs Kshs Kshs
Reserves as at 1st. July 2,992,650 (2,774,550) (2,774,550}
Profit/(Loss) for the Year (66,179,696) 5,767,200 5,296,250
Total (63,187,046) 2,992,650 2,521,700
22.Retirement Benefit Obligations
2023-2024 2022-2023
Kshs Kshs
CPF Financial Services 17,037,301 5,861,820
Lapfund 12,950,839 702,310
standard chartered security services 8,117,500 7,841,360
Total Retirement Benefit Obligations 38,105,640 14,405,490

32
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Description Defined Post- Other 2023-2024 2022-2023
benefit employment Benefits
plan medical
benefits
Kshs Kshs Kshs Kshs Kshs

Current benefit obligation - - 38,105,640 14,405,490
Non-current benefit - - - - -
obligation

Total - -

1

38,105,640 14,405,490

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 Kshs. 200 per employee per month. Other than NSSF the entity also has
a defined contribution scheme operated by County Pension Fund. Employees contribute 12%
while employers contribute 15% of basic salary. Employer contributions are recognized as
expenses in the statement of financial performance within the period they are incurred

23.(a)Trade and Other Payables

—
| Trade and Other Payables 2023-2024 2022-2023
| Kshs Kshs
| Trade payabies 96,238,629 49,903,760
l Other payables
' Accrued expenses
Retention/ contract monies
| Employee payables 598,084 15,213,450
l Total 96,836,713 65,117,210
i Aging Analysis for Trade and other Payables
2023-2024 % of the total
1 Kshs
| Under one year 38,674,552 40%
1-2 years 57,564,077 60%
Total 96,238,629

|
L
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23. (b) Cash Overdraft

This represents overdrawn balance in the cash book for the year ending 30 June. 2024

Cash Overdraft

24.Refundable Deposits and Prepayments

Description

Balance at beginning of the year
Customer Deposits Received

Direct Credits on Customer Deposits
Deposit refund

Balance at end of the year

Aging Analysis for Refundable Deposits and Prepayments

2023-2024
Kshs
Under one year 3,939,883
1-2 years 3,114,020
2-3 years 3,900,500
Over 3 years 18,760,960
Total 29,715,363

25.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

Depreciation

Amortization

Total

Operating profit/{loss) before working capita
changes

34

2023-2024 2022-2023
Kshs Kshs
2,312,982 -
2023-2024 2022-2023
KShs KShs
25,775,480 22,661,460
3,939,883 3,114,020
29,715,363 25,775,480
% of the 2022-2023 % of the
total total
Kshs
13% 3,114,020 10%
10% 3,900,500 13%
13% 1,605,000 5%
63% 17,155,960 58%
25,775,480
(Restated)
2023-2024 2022-2023 2022-2023
Kshs. Kshs. Kshs.
Kshs Kshs Kshs
(66,179,696) 5,767,200 5,296,250
3,421,949 4,408,610 4,980,060
626,156 201,000 100,500
(62,131,591) 10,376,810 10,376,810
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Working capital changes:

(increase)/decrease in inventories
(Increase)/decrease in trade and other receivables
Increase/(decrease) in Retirement Benefit
Obligations

Increase/(decrease) in trade and other payables
Increasef{decrease) in Customer Deposits
Increase/(decrease) in Agency Account

Cash generated from/(used in) operations

Cash generated from/ (used in) operation

(b) Analysis of cash and cash equivalents

Short term deposits
Cash at bank
Cash in hand

Balance at end of the year

Other Disclosures
26.Related Party Disclosures
County Government of Kisii and Nyamira

997,768
(13,327,277)
23,700,149

31,719,503
3,939,883
(9,964,986)

(25,066,551)

17,595,498

17,595,498

(1,423,230)
42,922,260
(6,692,810)

(61,251,950)

3,114,020
(2,049,170)

(15,004,070)

43,484,510

43,484,510

(1,423,230)
42,922,260
(6,692,810)

(61,251,950)
3,114,020
(2,049,170)

(15,004,070)

0
43,484,510
0

43,484,510

The County Government of Kisii and Nyamira are the principal shareholder of the Company,
holding 68% and 32% of the Company’s equity interest respectively. The two County of
Governments have provided full guarantees to all long-term lenders of the Company, both

domestic and external.

Other related parties include:

« The County Department in charge of Water
e Water works Agencies

+ WASRERB

« WARMA

e Water Sector Trust Fund

o Key management

+ Board of directors
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Transactions with related parties
Agency Account
Transactions with related parties

a) Sales to related parties

Sales of electricity to Govt agencies

Rent Income from govt. agencies

Water sales to Govt. agencies

Interest income from Govt Commercial Banks
Interest income from T-bills and Bonds

Total

b) Purchases from related parties

SPA Fee (LVSWWDA)

Regulatory fee (WASREB)

Water abstraction fee (WARMA)

Rent expenses paid to govt agencies

Training and conference fees paid to govt. agencies
Bank charges paid to Govt Commercial banks
Total

b) Grants from the County Government
Grants from National Govt

Grants from County Government

Donations in kind

Total

¢) Expenses incurred on behalf of related party
Payments of salaries and wages for employees
Payments for goods and services

Total

d) Key management compensation

Directors’ emoluments

Compensation to key management

Total

36

2023-2024

Kshs

33,404,300
(57,176)

33,347,124

20,100,701

20,100,701

5,931,653

5,931,653

2022-2023

Kshs

19,121,850
23,847,640
342,820

43,312,310

38,246,530

38,246,530

4,770,770

4,770,770
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

27. Going Concern

The Company’s current liabilities amount to Kshs. 200,317,822 as at 30 June 2024 (2022-
2023: Kshs. 148,610,490) while the current assets amount to Kshs. 161,498,748 (2022-2023:
Kshs. 175,058,250) resulting into a working capital of negative Kshs. 38,819,074 (2022-2023:
Kshs. 26,447,760). The bulk of current liabilities are due to Water Services Regulatory Board
for regulatory levy; CPF financial Services, National Water Pension, and Lapfund for Pension
Obligations for employees; and refundable customer deposits deposited by customers for
new water meter paid upon connections and refundable upon termination of water supply
contract.

As reflected in Note 6 to the financial statements, the operating revenue of the Company
increased from Kshs. 217,775,370 in the financial year ended 30 June 2023 to Kshs.
228,317,433 in the financial year ended 30 June 2024 representing 5% growth.
Consequently, the accounts receivables increased form KShs. 129,084,590 in the year ended
30 June 2023 to Kshs. 142,411,867 in the financial year ended 30 June 2024.

To avert this, the company shall review the budget making process aimed at establishing a
realistic budget, adopt resource mobilization mechanisms and continually embrace NRW
strategies to avert the current scenario.

28.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:

(1) Credit risk

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 guality 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:

Credit risk
Total Fuily Past due Past due
amount performing but not and
Impaired Impaired
Kshs Kshs Kshs Kshs
At 30 June 2024
Trade Receivables 217,767,133 217,767,133 - -
Other Receivables - - - -
Investments - - - -
Bank balances 13,468,715 13,468,715 - -
Total 231,235,848 231,235,848 - -
At 30 June 2023 (previous Year) - - - -
Receivables 182,610,070 182,610,070 - -
Other Receivables - - - -
Investments - - - -
Bank balances 43,484,510 43,484,510 - -
Total 226,094,580 226,094,580 - -

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 irrecoverable amounts.

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 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
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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.

Liguidity Risk Management

Less than Between Over 5
1 month 1-3 months
months
Total
Kshs Kshs Kshs Kshs
At 30 June 2024 current year
Trade payables - - 96,836,713 96,836,713
Current portion of borrowings - - 3,939,883 3,939,883
Agency Account - - 33,347,124 33,347,124
Employee benefit obligation - - 38,105,640 38,105,640
Total - - 172,229,360 172,229,360
At 30 June 2023 previous year
Trade payables - - 65,117,210 65,117,210
Current portion of borrowings - - 3,114,020 3,114,020
Provisions - - 43,312,310 43,312,310
Employee benefit obligation - - 14,405,490 14,405,490
Total - - 125,949,030 125,949,030

(iii) Market risk

The board has 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.

Overali responsibility for managing market risk rests with the Audit and Risk Management
Committee.

The company’s Department in charge of risk management 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 Company's exposure to market risks or the manner in which
it manages and measures the risk.
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iv) 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:

2023-2024 2022-2023
Kshs Kshs
Ordinary share capital 100,000 100,000
Retained earnings (63,187,046) 2,992,650
Capital Grant 67,053,200 67,053,200
Total funds 3,966,154 70,145,850
Total Customer Deposits 29,715,363 25,775,480
Less: cash and bank balances (17,595,498) (43,484,510)
Net debt/ (excess cash and cash equivalents) 16,086,019 52,436,820
Gearing 4 0.75

29.Incorporation
The Company is incorporated in Kenya under the Kenyan Companies Act and is domiciled in
Kenya,

30.Events After the Reporting Period
There were no material adjusting and non- adjusting events after the reporting period.
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1. 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.

Reference Issue / Observations Management Status: Timeframe:
No. on the from Auditor comments (Resolved /
external Not
audit Resolved)
Report
Report on the Financial Statements
1.0 Long Outstanding Trade We acknowledge the Ongoing. 31t December

and Other Payables auditor’s ocbservation Shared with 2024
The statement of financial on long outstanding the auditor

position reflects Trade and
other parables balance of
Kshs. 65,117,210, which as
disclosed in note 23 to the
financial statements
includes trade parables
amount of Kshs,
49,903,760. Included in the
amount is Kshs. 28,942,291
(including audit fees of
Kshs. 4,916,000) that had
been outstanding for more
than ninety (90) days.
Further, the balance of
Kshs. 65,117,210 includes
employee parables amount
of Kshs. 15,213,450 out of
which, Kshs. 1,925,825 had
been outstanding for more
than ninety (90) days. The
amount of Kshs. 1,925,825
comprises of staff salaries
and wages of Kshs.
598,084 and ksh. 1,327,741
respectively owed to Gusii

payables.
Management  has
been committed to
settle  outstanding
payables as and
when sufficient funds
are available.

Going forward, the

company has
established a
payment plan for all
creditors for
settiement of

liabilities as they fall
due. Already a
payment of Ksh.
200,000 for audit
fees has been paid.
Staff salaries and
wages of Kshs,
1,327,741 were paid
in the subsequent
financial year.

We have contacted
officials of Gusii

41



|

Gusii Water and Sanitation Company Ltd
Annual Report and Financial Statements for the year ended June 30, 2024

2.0

Water Staff Self Help Group
and therefore should be
settled at the point of paying
salaries.

in the circumstances,
failure to settle bills during
the year in which they relate
adversely affects provisions
of the subsequent year to
which they have to be
settled as a first charge. In
addition, the Company may
be sued as a resuit of
unsettled obligations which
may lead to legal fees,
penalties and interest on
unpaid amounts.

Trade and other
Receivables

The statement of financial
position and note 17 of the
financial statements reflects
trade and other receivables
of Kshs 129,084,590 which
comprises of gross amount
of Ksh.182,663,143 less
general provision of Kshs.
53,578,550. However, the
gross trade receivables
aging analysis has debtors
that are over one hundred
and twenty (120) days
amounting to
Ksh.133,595,180,  which
clearly shows uncertainty in
collection of the old debts.
In the circumstances, the
accuracy in valuation and
recoverability of trade and
other receivables balance
of Ksh.129,084,590 as at

Water Staff Self Help
Group and have
been requested to
forward the account
number for
processing of
amount owed to the

group.

Management
acknowledges the
observation of the
auditor and the
following action has
been taken:

We have established
a revenue collection
team which is
rigorously
undertaking debt
collection to manage
outstanding
receivables.

42
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30 June, 2023 could not be
confirmed

Intangible  Assets and Management Ongoing. 31st December
Amortization acknowledges the Shared with 2024

The statement of financial auditor's the auditor

position and Note 15 of the observations and

financial statements reflects confirms that the

an intangible assets amortization

balance of Kshs. 100,700
which has remained the
same over the last four (4)
years which has been

expense of Ksh.
100,400 has been
amended in the
financial statements.

reported in the statement of We have
financial performance. It recalculated the net
has been noted that book value of

Management has not been
accumulating amortization
but, instead has been
bringing forward previous

intangible assets as
of 30 June, which
amounts to Ksh. 0
(Ksh. 301,500 less

year's amortization balance Ksh. 301,500).
of Ksh.100,400 as at 1 July, Additionally, the prior
2022 differs with the re- year's reported

computed accumulated
balance of Ksh. 301,200,
resulting in a variance of
Ksh.200,800. This means
that the re-computed net
book value of intangible
assets as at 30 June, was
Ksh. 300 (Ksh. 301,500-
Ksh.301,200). Therefore,
the reported amortization
charge for the Ksh.100,400
for the year under review
and the net book value of
Ksh.100,700 are misstated.
In the circumstances, the
accuracy of intangible
assets balance of Kshs.
100,700 and the
depreciation and

amortization charge
has been corrected
to address the
misstatement of the
net book value of
Ksh. 100,700. The
intangible assets
remain in use within
the company’s
operations, and their
account and
accumulated

depreciation

continue 1o be
reflected in the
financial statements.
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amortization expense of
Kshs. 5,080,560 could not
be confirmed.
Accuracy Customer
Deposit

The statement of financial
position and Note 24 of the
financial statements reflects
customer deposits
amounting to Kshs.
25,775,480. However, the
additional deposits placed
in the year as per the listing
provided for audit
amounted to Kshs.
3,114,500 while the bank
statement had a total of
Kshs. 3,114,017 resulting to
variance of Kshs.483. In
addition, the refundable
customers deposit balance
per the bank statement was
Kshs. 9,125,294 which was
at variance with the
reported refundable
deposits balance of Kshs.
25,775,480 resulting to
unreconciled difference of
Kshs. 16,650,186.

In the circumstances, the

accuracy of refundable
customers’ deposits
balance of Kshs.

25,775,480 could not be
confirmed.

The management
acknowledges that
there were
deficiencies in
customer deposit
account balances. In
a board of directors
meeting held in
December 2023, the
board approved for
this account be
regularized
progressively on
revenue realized in
our cash collection
from KCB Revenue
Account
1106368436 o
ensure buildup of

customer  deposit
account
1132172489 to the
required account
deposit status.
Moreover,
management
reconciled the
customer deposits

balance of Kshs.
3,114,017 between
the bank statement
deposit  collections
during the year of
Kshs. 3,114,017.and
those reflected in the
billing system during
the year amounting

44
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to Kshs. Kshs.
3,114,017.
5.0 Unbilled Customers Management Ongoing. 31st December
The statement of profit and acknowledges the Shared with 2024

loss and other
comprehensive income
reflects operating revenue
balance of Kshs.
217,775,370 which, as
disclosed in Note 6 to the

auditor’s observation the auditor

and confirm that all
active water
connections are
supplied with water
and billed, all

financial statements, dormant meter
includes water sales connection are
amount of Kshs. activated and
135,821,930. Analysis of supplied with water
the water bills for the including customers
company for the month of with sewer
June, 2023 provided for connections.

audit revealed that the

Smart Revenue Sysiem Moreover, the

(SPA) had a total of 9,497
active customer accounts
out of which only 8,376
customers were hilled
Kshs. 11,125,155 having
consumed 97,211 cubic
meters of water.

In addition, according to the
report of customer
identification exercise dated
23 December, 2022 carried
out by the Company, it was
established that the
Company had a total of
Kshs. 18,474 connections.
Out of these, 9,800
connections were active
with working meters, while

4000 connections had
heen cut off for non-
payments, 1,500

connection had sewer

management  has
endeavored to liaise
with the department
for roads in the
County governments
of Kisii and Nyamira,
Kenya Rural Roads
Authority  (KURA)
and KENHA to
reduce instances of
damages to pipe
network during road
constructions which
affects water
distribution
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1.0

connection without water
and 2,500 connections
sewer totally dormant
without water. Customers
on these connections were
also complaining of not
having water for over three
(3) years due to a faulty
pipeline that was damaged
during road constructions.

Further, a total of 1,092
connections were not billed
and it is not clear the
amount of water the
accounts consumed.

In the circumstances, the
accuracy of the reported
revenue of
Ksh.217,775,370 could not
be confirmed and the
Company may have lost
revenue of under
determined amount by not
billing customers.

Emphasis of Matter
Budgetary Control and
Performance

The statement of
comparison of budget and
actual amounts reflects
revenue budget and actual
on comparable basis
amounts of
Kshs.516,247,638 and
Kshs.272,074,360

respectively resulting to a
revenue shortfall of
Kshs.244,173,278 or (47%
of the budget). Similarly, the

Management agrees Ongoing.
with the auditor's Shared with
recommendation on the auditor

budgetary  contro!
and performance.
We followed due
process on budget
formulation and
approval  process.
Management  has
reviewed this
situation and the
revenue shortfall and
under expenditure in
the overall budgetary

46
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reflects an
budget of

statement
expenditure

Kshs.516,247,638 and
actual expenditure on
comparable basis of
Kshs.249,395,670,

resulting in  an under
expenditure of

Kshs.266,851,970 (or 49%
of the budget).

The underfunding and
under-expenditure affected
planned activities and may
have impacted negatively
on supply of water to
residents of Kisii and
Nyamira Counties.

Unresolved Prior Year
Matters

There were issues raised in
the audit report for

2021/2022 financial vyear.
However, no report or
recommendation from the
Management and oversight
bodies was submitted for

audit  verification and
clearance. The issues
therefore remain
unresolved contrary to
section 149(2}1) of the
Public Finance
Management Act, 2012

which reguire Accounting
officers in respect of the
entity concerned to try to
resolve any issues resulting
from an audit that remain
outstanding.

performance which

resulted from
unrealized grants
anticipated from

development

partners and county
governments which
affected expenditure
on planned activities
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Report on Lawfulness and Effective use of in use of public

resources
1.0 Irregular  Utilization of The  management Ongoing. 31%t December

Customer Deposits acknowledges that Shared with 2024

The statement of financial there were the auditor

position reflects customer deficiencies in

deposits balance of Kshs.
25,775,480 in respect of
amounts deposited by
customers for new water
meter, paid upon
connection. These funds
were supposed to be
retained in the Company's
deposit account with the
bank. However, the
balance differs with the
closing balance of Kshs.
9,125,294 reflected in the
deposits account bank
statement, resulting to a

variance of Kshs.
16,650,186 which
represents customer

deposits withdrawn from
the deposit bank account
and used for other
purposed. However, the
Board's approval for these
withdrawals and when the
withdrawn amount was to
be refunded were not
provided for audit review.
In the circumstances, the
regularity of the withdrawal
of Kshs. 16,650,186 and
its existence as at 30 June,
2023 could not be
confirmed.

customer  deposit
account balances. In
a board of directors
meeting held in
December 2023, the
board approved for
this account be
regularized N
progressively on
revenue realized in
our cash collection
from KCB Revenue
Account
1106368436 to
ensure buildup of
customer deposit
account
1132172489 to the
required account
deposit status.
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Non-Revenue Water
Losses

The statement of profit or
loss and other
comprehensive income
reflects operating revenue
balance of

Kshs.217,775,370 which,
as disclosed in Note 6 to
the financial statements,
includes water sales
amount of
Kshs.135,821,930.

However, examination of
water production data
revealed that the Company
produced 4,233,482 cubic
meters (M?3) of water out of
which, only 1,178,936
cubic meters (M3) were
billed to customers,
resulting in the balance of
3,054,546 cubic meters {or
approximately 72% of the

volume produced}
representing Non-
Revenue Water (NRW)

which is 47% above the
allowable set benchmark
loss of 25% prescribed by
the Water Services
Regulatory Board
Guidelines, 2010.

This NRW may have
resulted in loss of sales
estimated at
Kshs.351,914,245 (at the
average rate of
Kshs.115.21 per cubic
meter) out which,
Kshs.229,979,379 which is

The management
acknowledges the
auditors
recommendation on
necessary measures
to contain high level
on Non-Revenue
Water. This is
caused by physical
losses involving
dilapidated water
infrastructure,
vandalism and
expansion of road
networks.
Commercial losses
also occasion losses
from illegal
connections and
stuck meters. To
reverse the trend, we
have undertaken the
following measures
in consultation with
the County
governments of Kisii
and Nyamira:
Signing of
memorandum of
understanding  with
Lake Victoria South
Water Works
Development
Agency for last mile
connectivity aimed at
rehabilitation of
existing distribution
lines and expansion
of dilapidated lines.
Further, this
partnership fruitfully
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above allowable
benchmark  was not
acceptable. This was an
indication of lack of
efficiency and
effectiveness in the use of
public resources and no
evidence of the Company's
efforts to address the
situation was provided for
audit review.

The potential NRW loss of
Kshs. 351,914,245 for the
year ended 30 June, 2023
has negatively impacted
on the Company’s
profitability and its long-
term sustainability.

led to installation of a
new billing software
to manage billing.

The Company has
also partnered with
Ministry of interior
and coordination of
national government

whereby the
services of Water
police Unit have

been enjoyed. This
has resulted to rapid
crack down of illegal
connections where
necessary action
has been taken.
Management  has
undertaken an
assessment of
status of metered
connections to
identify faulty for
replacement and
availing sufficient
stock of new meters
to facilitate
promptness in new
connection.

In consultation with
the Ministry of Water
and lrrigation and
Water Services
Regulatory  Board,
the Company is
implementing Non
Revenue Water
Strategy and
guidelines issued.
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3.0 Unsupported Procurement
of Legal Services

The statement of financial
position reflects trade and
other payables balance of
Kshs. 65,117,210 which, a
disclosed in Note 23 to the
financial statements,
includes trade payables
amount of Kshs.
49,903,760 out of which,
an amount of Kshs.
921,915 was a legal fee
payable to a law firm that
represented the Company
at its Board meetings.
However, details of how
the law firm was sourced
and appointed were not
provided for audit review.

i. In the
circumstances, the
eligibility of the
liability of Kshs.

921,915 could not
be confirmed.

The management Ongoing. 315t December
acknowledges the Shared with 2024
Auditors observation the auditor

on sourcing and

appointment of the

firm. Nyasae and

Associates (Certified

Public Secretaries)

who were appointed

to represent the

Company at its

Board meetings.

The documents in

support of sourcing

the services are

being traced in our

procurement office
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Un-Updated Fixed Asset
Register

The statement of financial
position and as disclosed
in Note 14 to the financial
statements reflects
property, plant and
equipment balance of
Kshs. 43,126,440.
However, the fixed asset
register provided for audit
did not show details such
as date of purchase,
description of assets
including model and serial
number, cost, specific
location, asset number,
responsible official, class,
category of assets and its
condition.

Also, the assets were not
coded or tagged for ease
of identification and
tracking. This was contrary
to Regulation 132(1)(b) of
the Public Finance
Management (County
Governmentis)
Regulations, 2015 which
stipulates that accounting
officer shall take full
responsibility and ensure
proper control systems
exist for assets and that
movement and conditions
of assets can be tracked.
In the circumstances,
Management was in break
of the law.

We acknowledge the Ongoing.

318t December

necessity of keeping Shared with 2024

a comprehensive the auditor

register to protect
public assets as
recommended by
the  auditor. In
compliance with the
Regulation  132(1)
(b) of the Public
Finance
Management
(County
Governments)
Regulations, 2015,
management
commits to update
the Company asset
register to provide
complete
transparency of all
asset data, ensuring
all assets remain
compliant with
regulatory
standards, providing
an accurate audit
trail, helping to track
and identify assets
and preventing
assets from being
lost or stolen with

accurate location
data.

In the financial year
2023-2024,
management  has
commenced the

exercise using the
allocated funds in
our budget to
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facilitate asset
coding and tagging
for ease of

identification and
tracking. This shall
be concluded before
the end of this
financial year.

Signature:
Lucy Wahito Wachira
Managing Director/Secretary to the Board

28 November 2024
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APPENDIX 1l: PROJECTS IMPLEMENTED BY THE COMPANY
Projects
Projects implemented by the Company Funded by development partners.
Project Project Number Donor Period/ Donor Separate Consolidated
title duration commitment donor in these
reporting financial
required as statements
per the (Yes/No)
donor
agreement
(Yes/No)
1 08W/KISII/GUSI/45 WSTF Kiogoro Yes Yes
Water
Project)
2 08S/NYAMIRA/GUSII/44 WSTF Kebirigo Yes Yes
Public
Sanitation
Facility

Status of Projects completion
Funding from Water Sector Trust Fund on Kiogoro and Kebirigo projects is yet to be received
to commence construction of the new facilities

Project Total project Total Complet Budget Actual Sources
Cost expended ion % to of funds
to date date p

1 Kiogoro  19,309,722.60 0 0 19,309,722.60 19,309,722.60 WSTF &
Water Gwasco
Project)

2 Kebirigo 6,199,218.90 O 0 6,199,218.90 6,199,218.90 WSTF &
Public Gwasco
Sanitation
Facility
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