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KEY ENTITY INFORMATION

Background information

Gatundu water and Sanitation Company limited is a public company (herein referred to as
GATWASCO). Like all other such water institutions this is a child of water act 2002 and the
promulgation of the new constitution which devolved the water function. Devolution transmitted the
water fimction from water service boards to the county government. GATWASCO was further derived
from a merger of Gatundu South Water and Sanitation Company (GASWASCO) and Karimenu Water
and Sanitation Company (KARIWASCO). During the period under review, the GATTWASCO had one
hundred and twenty four (124) permanent staff and Thirty eight (28) staff under contract

Principal Activities
& Provision of domestic, industrial and institutional water services.
<@ Provision of sewerage and sanitation services,

GATWASCO regional coverage includes Gatundu South, Gatundu North, parts of Githunguri sub-
county and parts of Juja.

In terms of water service provision, the situation in the area can be categorized as
o Areas that are well served 24/7

o Areas that are under served

o Arcas that are not served

o Areas that are served through community water projects

In terms of sewerape services, the situation is wretched since
% All arcas are not served

b Some centers depend on septic tanks

o Rural areas depend on pit and VIP latrines

In terms of storage and conservation

o There is only one dam- Theta dam

o A lot of soil is lost through erosion

b A lot of water is lost to the Indian ocean through river [low

& A second dam (Karimenu I dam) is under way

Vision

To be the best in provision of potable rural water and sanitation services in the region and beyond.
Mission

To promote good health standards and raise economic level of our community through provision of
quality, reliable, adequate and affordable water and sanitation services in an environmentally friendly
manner while meeting expectations of our customers and other stakeholders.

Audit committee activities
An audit committee is appointed to assist the board in discharging its duties relating;

1
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. To safeguard company assets

. Control processes.

. The preparation of accurate financial reporting and statements in compliznce with all applicable
legal requirements and accounting standards.

. The audit committee will be the principal governance watchdog in Gatundu Water Company. Its
purpose is to provide additional focus on financial issues that are vital to the company but which often
cammot be fully examined by the main board because of shortage of time available to the same.

Finance & Technical committee activities

. Prepare strategies and plans for attaining the GATWASCO service delivery objectives
. Review proposals and pians for infrastructure development and improvement

. Consider, evaluate and review progress of implementation for infrastructure development
PrOZrams

. Set up and review standards, procedures and controls for provision of water services

. Consider and evaluate applications for water services provision

. Being informed, vigilant and effective overseers of the financial reporting process and the
company's internal controls.

. Reviewing the GATWASCO quarterly, half-yearly and vear-end financial statements, focusing
particularly on;

a)Any changes in accounting policies and practices

b) Any major variances between actual results and budget

¢} Compliance with International Accounting Standards and other statutory obligations

» FEnsure that accounting and financial management policies are in place and that they are
implemented.

s Discussing the GATWASCO budget, and recommending to the Board of Directors for discussion.
¢ The Finance Committee will spearhcad fundraising activities of the board.

Directors

The Directors who served the entity during the year ended June 30™ 2021 were as follows:

Prof. Bemard Njoroge - Chairman
Jenifer Musyoki

Prof. Steven G. Njuguna

Mr. James Gitas Muriuki
Samuel G. Njuguna

Eng. Andrew G. Mumga

Mrs. Emmah Waithira Nganga
Mr. Ndungu Wa Munywe

. Mr. Dominic Gachanja

10. Solomon Wairini Waweru

11, Dr. Martin MNjogu

12. Josephine W. Muritu

e Nl
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Company Secretary

Josphine W. Muritu

Kiambu County Water & Sewerage Comp Ltd
P.0). Box 2344-00900

Kiambu

Registered Office

Gatundu Water Office
Gatundu Karinga Road
P.O. Box 140

Gatundu, KENY A
GATWASCO Contacts

Telephone: (254) 0714623391

E-mail: gatwasco@ gmail com
Website: www, Ganunduwater.co ke

GATWASCO Bankers

1. Co-operative Bank of Kenya
P.O. Box 82-01030,
Gatundu Branch.

2. Co-operative Bank of Kenva
P.O. Box 1815,
Thika Branch.

3. Equity Bank of Kenya
P.O Box 52801030
Gatundu Branch

4. Kenya Commercial Bank
P O Box 420-00232
Ruira
Gatundu Branch

5. Family Bank
PO Box 431-01030
Gatundu Branch

6. Safaricom Limited
M-pesa money transler service
Paybill No 893400

Independent Aunditors

Aunditor General

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

GPO 00100

Mairobi, Kenya

iii
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Principal Legal Advisers

1. The Attorney General
State Law Office
Harambes Avenue
P.0. Box 40112
Cily Square 00200
Nairobi, Kenyva

2. Nyokabi Waiganjo, Omungala
Hazina Towers 12™ flocr
Monrovia street
P O Box 1874-00100
Mairobi

Mwai ganjoadvocatesfagmail.com
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THE BOARD OF DIRECTORS

1. Name: Prof, Eng. Bemard Mjoroge

2. Position: Chairman

3. D0E : 1954 i

4. Qualificatisn: PhD Duke University (1.5_A); M.Sc. New Castle Upon Tyne (UK);
B.Sc(TLOM,), Civil Engineering Eng; MIEK

5. Work Experience: DVC Finance Universily of Nairobi, U.0.N Professor Faculty of Engineering
from vear 2002

1. Mame: Joaphine W, Muritu

2. Position: Company Sccretary

3; DOB: 10471574

AQualification: LLE (Ui}

£ Wark Experience; Worked with Kinmbu County Government Senior Legal Counsel, Assisiant
Director (Quality Assurance, compliance and Accreditation), Assistant Commission Secretary
{Legal Affairs), Assistant Counsel Mwaniki & Company Advocates, Counsel Musyimi &
Company Advocatss

1. Nasme: Prof Stephen Njuguna

2 Position: [erectos

3. DOE: 12081950

d. Qualification: Phd, Msc, Bsc{1” Class Hons) Environmental Science, Diploma in Education
5.Work Experience: Kenyatta University, Faculty of Envircnunental Studics

1. Mame: M. James Gitaw Munula

2. Pagition; Dinectior

3L DOB; 1956

4. Qualification: Bachelor of Science in ChemistrwBiochemistry, Mse, Environmental Health
Engineering

Sector: Representative of Water Consumers

5. Work Experience: Ministry of Water and Irrigation, Technical Consultant on Water and Waste
water Treatrnent and Quality Analysis; Environmental Audite, Envirenmental Impact Assessments
(EIA).

1. Mame: Bamue] Gatamn

I, Position: Director

JOIROE : 1953

4. Qualification: Business man, 5 1 Teacher

5.Work Experience: Retired teacher over 30Years Experience
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1. Name: Eng. Andrew Muigas

1. Position: Director

3. DOB: 1000194

4, Qualification: Bse Clvil Engineering TN

5. Work Experience; Ditector Kenya Industnal Research and Development Institute
Entreprencur Engincer and Management Consultant

L. Mo Ervmah Waithern Mg ang'a

2, Position: Ddrector

3. DOB: 01/01/1957

4. Qualification: Msc Corporate Entreprensurship

5 Work Experience: 40 years' experience in Business and Marketing

i. Name: MNdongu Wa Munywe

2, Position: Director

3 D0OBE: 25111958

4., Qualification: Bachelor of Arts, Advanced Public Adsminisration

5. Work Experience; Worked with TOM as Senior Administration Assistant, Mingstry of Water
and Ministry of Commerce

1. Mame: Dominic Gachanja
2, Position: Director
3. DOB:; 310171955
4. Qualification: Doctor in Pharmacy
5.%Waork Expericnce: Businessman Thika, Board Member Land Control Board

1. Mame: Bishop Solomon Waweru

2 Pesiton: Dhsector

3 DOB : T3E1050

4. Qualification: Retired Fublic Officer
EWork Experience: Bishop of

& Church- Representative of NG Os

1. Name: Dr, Martin Mjogu Mbugua

2. Positbon: Director

3 DOB 1551968

4, Qualification; Doctor of Philosoply - Chemistry

EWork Experience: Lecturer and researcher, Department of Chemistry/ Lol
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1. Name: Jennifer Kanini Musyoki

2. Position: Director

3. DOB: 29/7/1934

4: Qualification: MBA (Strategic Management); BSc Civil Engineering

5: Work Experience: Previously worked as a Water & Sanitation Engineer in

planning and design of urban and rural water and sanitation infrastructure;

| formulating national and county government water and sanitation policies,

strategies and plans; conducting out technical assessments, socio-economic studies

and surveys with H.P. Gauff Ingenieure, GIZ International Water Stewardship

| programme and Authentic Living Int. Co. Ltd, Currently working as the Chief
Officer in the Department of Water, Environment, Energy and Natural Resources.

1. Name: Pairick N. Mwangi

2. Position: Managing Director

3. DOB: 1962

4: Qualification: Higher Diploma Water Engineering

5: Work Experience: Over 32yrs experience in water sector i.e. Ministry of water
& Karimenu Water, Gatundu Water

Vil
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MANAGEMENT TEAM

1. Patrick N. Mwangi

Managing Director

Professional Qualifications:

Higher Diploma Water Engineering

Experience :

Ower 32yrs experience in water sector i.e. Ministry of water &
Karimenu Water, Gatundu Water

Technical r

Professional Qualifications:

Water Engineering

Academic Qualifications:

Diploma in Water Engineering

Experience :

J1years experience in water sector ministry of water & Karimenu
Water, Gatundu Water

Finance Manager

FProfessional Qualifications:

Accountancy

Academie Qualifications:

CPA K, Bachelors of commerce

Experience :

12years experience in water sector Karimenu Water, Gatundu water

Commercial Manager
Professional Qualifications:

Water Engineering

Academic Qualifications:

Diploma in water technology

‘0" Level Division two

Experience :

27years experience in water sector ministry of water & Gatundu
South Water company, Gatundu Water

1 Ti
Academic Qualifications:
Bachelors of purchasing & Supplies
Expericnce :
12vears experience in water sector Gatundu South Water company,
Gatundu Water

Human Resource Officer

Academic Qualifications:

Diploma in Human Resources & Managements

Experience :

12years experience in water sector Karimenu Water, Gatundu Water
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! TE

Water iz an important resource to all forms of life and for mankind; it is the backbone of economic
growth and a nation’s prosperity.

Kenya as the rest of the world is becoming more and more water scarce due to deterioration of water
sources. This is as a result of global warming and population explosion.

Water service providers on the other hand must develop strategies that are basicallv SM AR T.

The county government in its wisdom had decided to merge all the eight utilitics in Kiambu to form one
Company but these have not been finalized. The dilemma has left utilities without individual operational
boards. We have not had an AGM since 2017,

From the year 2018,His Excellency the president has embarked on paving many of the urban and rural
roads as part of the big four agenda. This has in effect caused a lot of damages to water pipelines that
usually nm along the pavements.

The Covids 19 epidemic have also had a negative effect on billing and revenue coliection

During the year under review the GATWASCO was able to unlock a long stalemate where 407% of our
water service provision was stopped by these damages. We started pipe network rehabilitation and
consequent resumption of service towards the end of the year.

We were also able o start the long waited Gatundu water and sewerage project.

With the forgoing information in view it’s evident that GATWASCO is committed to ensuring
sustainahility of water and sanitation services within its area of operation in order to realize the
aspiration of the Government to achieving Universal access and affordability by the year 2020. We also
have a holistic view to the right to water and sanitation as envisaged under the bill of rights in the
constitution.

CHAIRMAN smﬁ%:‘a-mr DATEL® =S =20

ix
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REPORT OF THE MANAGING DIRECTOR

In July 2015, GATWASCO developed a strategic plan that was to run for 5 (five) years,

The man&gmnt has been following the plan, re-evaluating and stretching some of the targets to fit the
increasing demand. The team had evaluated the service levels of areas under its jurisdiction and

categorized them as:
1) Well served areas (service is on a 24/7 basis)
i) Underserved areas (service on rationing basis)

i)  Unserved areas (There is no service at all)
We had purposed to;

i) Improve reliability of the well served arcas and reduce levels of non- revenue water to a
bearable minimum,

i) Raise service levels of the underserved areas to 24/hr basis,

i)  Develop projects so as to serve unserved areas,

)  Embrace ICT to improve on billing and service delivery to improve sustainability.

The year under review forms the last part of the strategic plan.
Among some other achievements that we were able to accomplish in the year under review are;

L0 Starting of gatundu water and sewerage project

This is an ADB funded project that was procured through AWWDA. The project has 2 (two)
components viz;
i Three water projects L.e
a) Ruabora Water Project (4,000 m’/day)
- This is meant o gervie Gatundo Town and its environs.
b) Handepe Water Project (9,000 m’/day)
- This is meant to serve areas of Mutomo, Kimunyu and Kenyatta Road.
¢) Ngenda Water Project (4,000 m’/day)
- This is meant to serve areas of Kahugu-ini, Gathage and Wamuguthuko.
i) Gatundu Sewerage project
This i3 meant to serve Gatundu town and its environs.

2.0l Rehabilitation of pipe network

During the year under review, we were able to reinstate pipe networks that were destroved duning road
construction, A total of 282 km are rehabilitated to date.
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30 ICT

During the year under review, we were able to start on GIS mapping.

This shall in effect improve on our database, improve on billing and revenue collection.

The Covid-19 pandemic and destruction of pipe network had reduced revenue collection to less than
Eight million in the month of September 2020

We have, however embarked on a recovery path through:
a) Reinstatement of the pipe network
b) Continued communication 0 oUr customers
¢} Support from WSTF

We feel that towards the end of the 20212022 financial year we shall have fully recovered.

PATRICK N. MWANGI
MANAGING DIRECTOR

xl
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. STATEMENT OF PERFOMANCE AGAINST FREDETERMINED OBJECTIVES FOR FY

20202021

Gatundy Water & Sanitation Company Limited has 6 strategic pillars and objectives within its
Strategic Plan for the FY 2019/2020- 2023/2024. These strategic pillars are as follows:
& Enhance the company’s mission dabbed * Make Gatundu Wet™

MMaobilization of financial resources

Create excellency in delivery of service to attain operational cfficiency in the company

&
% Ensure orderly conduct of business and encourage competition
o
rs

Ensure stronz and capable human resource team

% Ensure reliable and strong monitoring and evaluation system

Gatundu Water & Sewerage Company Limited developed its annual work plans based on the above 6
pillars. Assessment of the Board's performance against its annual work plan is done on a quarterly
basis. GATWASCO achieved its performance targets set for the FY 20202021 period for its 6
strategic pillars, as indicated in the diagram below:

standards)

KFI Cluster Strategic Pillar Ohjective KPl | Activities Achiev
ements
Quality of Service Water Service To attain 90 % | =90% | Increase T2%
Coverage (%o of water connectivity to un
population Served | coverage from served areas
with clean & safe the corrent
drinking water) 72%
Sewerage Coverage | To attain 30% | 50% | Increase sewerage | 5%
(%o of population sCWerage Connectivity, This
with adequate cOVerage will be fully
Sanitation Facilities) achieved when the
Gatandu town
Sewerage system is
fully implemented.
Water Quality (Total | To attain a 100 | >95% | Increase on the 7%
mumber of tests %o water number of ests
carried outmumber | quality.
of tests planned
gecording 1o
Guideline and

xXii
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KPI Cluster Strategic Pillar Objective KPT | Activities Achiey-
ements
Hours of Supply To aftain 24 >3 Increasing water 20
{Total Hours of Hours of Hours | production. Hours
Supply per Supply
month/30 days)
Economic Efficiency | Personnel Toy attain <20% | Increase in water T0%
Expenditure as a recommended and sewerage
percentage of O & | 20% from the distrnbution
M cost current 61% networks,
O & M Cost To attain 150 =130 | Increase innumber | 999%
Coverage % % from the % of connections so as
current 29%. to increase on the
monthly billing.
Revenue Collection | To attain 98 % | >05% | Disconnection of 0%
Efficiency collection non-paying
efficiency customers as well
from the a8 isguing them
current 8% with payment
demand letters.
Operational Unaccounted for Toattaina 23 | <25% | Replacement of 33%
Sustainability water ([ Water % NRW for dilapidated pipeline
Produced’ Water the current infrastructure,
Billed) I4% - replacement of old
CONSUMET Metsrs.
Staff Productivity To attain a <5 Increase the 8
(Stafl per 1000 staff number of active
connections jno. productivity of water & sewerage
5 employees connections.
per 1,000
connections.
Metering Ratio To refain a 100% | Ensuning all new 100%%
{MNumber of metered | meter ratio of connections are
and operational 100%: metered
ratios’ total mumber
of connections)

xiii
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CORPORATE GOVERNANCE STATEMENT

As from January 2018 the county Government of Kiambu resolved to merge all the water companies into one.
The Governor organized for an extra ordinary Annual General Meeting in all the companies on 19" January
2018 where resolution to merge the companies into one and start dissolution of the existing one to commence.
All the eight companies held the extra ordinary meeting the same day,An interim board was appointed to be
incharge of the seven companies, the diréctors provide a report 10 shareholders on the performance of the
company and its

fisture plans. The objects of the company are defined in the Memorandum of Association and regulations
are laid out in the Articles of Association. The board of directors’ key purpose is to ensure the company is

meeting its obligations by collectively directing the company's affairs. whilst meeting the appropriate
interests of its shareholders and stakeholders. In addition to business and financial issues, the BOD deals
with challenges the company 1s facing, and issues relating to corporate governance, corporate social
responsibility and corporate ethics.

Below is a schedule of the Board meetings held during the vear;

MEETING | DATES AGENDAS |

1 | FULL

(=1

. Presentation of the Finance Committee Report

2. Presentation of the Human Resource & Administration
Committee Report

TTH g JULY 2020 3. Presentation of the Technical Committes Report

4. presentation of the risk and audit committee report corporate
governance statement

5. Presentation of the Adhoc committes

6. Confirmation of Minutes of the 6th Full Board held on 30th
Septemnber 2019

7. Confirmation of Minutes of the 4th Special Board Meeting
held on 31st October 2019

8. Confirmation of Minutes of the 5th Special Board meeting
held on 2nd June 2020

9. Confirmation of Minutes of the 6th Special Board meeting
held on 24th June 2020

10. Confirmation of Minutes of the Tth Special Board

meeting held on 30th June 2020

wiv
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Fetreat

o*_ 11"
SEPTEMEBER 2020

5 P 1 o Lh

—

. An overview of the Mwongozo code

2. Constitution, function, roles and liabilities of the Board and

Board Committees

Managing the relationship between the Board and
Management

The Company Secretary {governance professional)as the
conscience of the board

Enhancing govemancs through Governance Audit,Board
Evaluation and Governance Awards

Ethical leardership

Managing Board dynamics and personality conflicts
Effective management of meetings

Retreat

17— 20®
MNovember 2020

107 December
20020

21" December
2020

[

ke i

Presentation of the Finance Committee Report
Presentation of the Human Resource & Administration
Committee Report

Presentation of the Technical Committes Report
Presentation of the Risk and Andit Committee Report
Presentation of the Adhoc cmmittes

Confirmation of Minutes of the Bth Full Board meeting
held n 28th September 2020

8" Special

12™ January 2021

3,

. Request to open a dedicated bank account by the Regions

fior the Water sector trust fund grants
Application to borrow from Customer deposit by Kikuyu
Resion

Handover Report by Eng Phillip Gichuki

County
assembly

members

27" to 28% January
2021

10"
Continuation

12™ April, 2021
15™ April, 2021

6™ May, 2021

o

Py e

Presentation of the Finsnce Committee Report
Presentation of the Human Resource & Admimistration
Committee Report

Presentation of the Technical Committes Report
Presentation of the Risk and Audit Committes Report
Presentstion of the Adhoc committee

Confirmation of Minutes of the 9%th Full Board meeting
held on 8th December, 2020

Bosch
Consultant

3 June, 2021

1.

Presentation of the Consultant Report

2 | FINANCE

Xy
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4'" Special

37 July 2020

Presentation of the proposed 2020/21 consolidated budget
. Presentation of the proposed 2020021 Committes work
plan

b

21% July 2020
17* August, 2020

18™ August 2020

1. Prescntation of the proposed 2020021 Chosolidated

procurement plan

Presentation of the proposed Procurement Policy

Confirmation of Minute of the 4™ Finance committee

mecting held on 25" September, 2019

4, Confirmation of 3" Special Finance committee meeting
held on 7" October 2019

5, Confirmation of Minute of the 4" Special Committee
meeting held on 3™ July,2020

s b

19™ August , 2020

| September 2020

1. Cosnider,adopt and recommend 1o the Board the Regions
Annual Statemnent for the 201920 FY

a) Ruiru region

b) Githunguri region

¢) Kiambu region

d) Limuru region

€) Karuri region

f) Gatundu region

g) Kikuyu region

2. Consideradopt and recommend to the Board for
apgmval the Regions Physical Inventory report as at
307 June

2020 as follows:

a) Ruiru region
b) Githunguri region
¢} Kiambu region
d} Limuru region
¢} Kamm region
N Gatundu region
g} Kikuyu region
3, Consider,adopt and recommend to the Board the
implementation of the billing system, status and impact
4. Confirmatin of Minutes of the 5% Finance Committee meeting
5. In addition,the management inténds to make a request to
introduce the following new items to said agenda to

To the meeting as follows:

a) Consideration.adoptionand recommendation to the full
Board the 2020021 Budget for the Companys
headquarter

b} Application to borrow from Customer deposit by
Kikuve, Karuri and Githunguri Regions

¢) Considerastion on the implementation of the

bl |
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| |

performance rewards by Regions

| i.
| ' 19® OCTOBER,
2019

Consider, adopt and recommend to the board the Regions 1*
Quarter (ended 30™ September 2020) Financial report for
the 2020-21 Financial vear

{a) Ruiru Region

{b) Kiambu Region

(c) Karuri Region

{d) Githunguri Region

{e} Limuru Region

(f) Kikuyu Region

(2) Gamndu Fegion

Consider, adopt and recommend to the board for approval
the Regions 2020-21 1%  Quarter (ended 30"
September2020) Report on the implementation of the
procurement plan

{a) Ruiru Region

(b} Kiambu Region

{c) Karori Region

(d) Githunguri Region

{&) Limuru Region

(f) Kikuyu Region

(g) Gatundu Region

g" 22™ February ,2021 | 1.

| 25" February 2021

Consider, adopt and recommend to the board the Regions
half year (2020-21 FY)

Financial statement

(a) Roiru Region

(b) Kiambu Region

{c) Karun Regon

{(d) Githunpuri Region

(e} Limuru Region

(f) Kikuyu Region

{g) Gatundu Regon

Consider, adopt and recommend to the board the Regions
half vear (2020-21 FY)
implementation of the procurement plan

(a) Ruiru Pegion

{b) Kiambu Region

(o) Karuri Region

(d) Githungun Region

{e) Limuru Region

() Kikuyu Region

(g} Gatundu Region
VL
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Py

Proposed 2021-22 FY consolidated budget

. Confirmation of Mimetes of the 7 Finance Committee

meeting held on 19" October, 2020

9" April ,, 2021
12 April 2021

Consider,adopt and recommend to the board the 2021/22
Consolidated budget

. Consider,adpt and recommend to the board the 2021,/22

Consolidated procurement plan.

3 | HUMAN
RESOURCE

5T'I-I
SPECIAT

3P JULY 2020

. Presentation of the committee Annual work plan

23" JULY 2020

Discuss the 2019/20 fnancial year performance Contract
evaluation Report and make
recommendations to the Board
Consider and recommend to the Board the 202021
fnancial vear performance Contract
Targets for the following levels
a) Chairman of the Board with the Executive Commitice
Member
b) Chairman of the Board with the Managing Director
¢) Managmg Director with the Regional Directors
Confirmation of 5" Human Resource & Administration
Comumittee held on 26™ September 2019
Confirmation of Minute of the 4™ Special Human Resource
and Administrative Committee held on 23™ June 202
Confirmation of Minutes of the 5° Human Resource &
Administrative Committee held on the 3™ July 2020

24'" AUGUST,
2020

Receive reports from the Finance and technical Committee
on the 201920 financial vear performance Contract
evaluation report and make recommendations to the Board.

. Consider and recommend to the Board the 202002 1 fAnancial

year performance Contract target For the following levels in
the line with the recommendations from the Financial and
technical Committee of the Board
a) Chairman of the Board with the Executive Committee
© Member
b} Chairman of the Board with the Managing Director
c) Managing Director with the Regional Directors

xviu
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Confirmation of 5 Human Resource & Administration
Committee held on 26™ September 2019

Confirmation of Minute of the 4" Special Human Resourcs
and Administrative Committee held on 23™ June 202
Confirmation of Minutes of the 5 Human Resource &
Administrative Committee held on the 3™ July 2020

o™ OCTORER 1,

Consider adopt and recommend to the Boand the Managing
Director report n staff recruitment
Consider, adopt and recommend to the Board for approval
the Respective Region’s Homan Resource Department
report for the 1% quarter ended on 30% September,2020 on
the general staff Performance, welfare and disciplinary
issues

a) Ruira Region

b) Kiambu Region

¢} Karuri Region

d) Githungun Region

€} Limuru Region

f) Kikuyu Region

g} Gamndu Region
To discuss the Contract extension for the Finance manager
Kikuyu Region
Confirmation of Minutes of the 6" Human Resource &

26" OCTOBER 1.

| 3.

Consider adopt and recommend to the Board the Managing
Director report n staff recruitment

. Consider,adopt and recommend to the Board for approval

the PRespective Region’s Human Resource Department
report for the 1” quarter ended on 30™ September,2020 on
the general staff Performance, welfare and disciplinary
i8suES

a) Ruira Region

b) Kiambu Region

¢} Karuri Region

d) Githunguri Region

¢} Limuru Region

f) Kikuyu Region

g) Gatundu Region
Confirmation of Minutes of the 6® Human Resource &

Administration Committes
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EII‘I

31°" MARCH 2021
4™ APRIL 2021
5™ APRIL 2021
7T APRIL 2021
§™ APRIL 2021

Staff movement Report

. Consider, adopt and recommend to the board the managing

director report on staff recruitment

. Consider,adopt and recommend to the board the Company

Career Guidelines

. Consider,adopt and recommend to the Regions staff

simulation in the new Carcer guideline and salary
Harmonisation framework.

. Confirmation of Minutes of the 7% Human Resource

Committee meeting held on 26" October.

RETREAT

9T 110 JUNE
2021

4 | TECHNICAL

IHFJ
SPECIAL

2P0 JULY 2020

. Discussion of the proposed Consolidated Capital Budget
2. Discussion of the Proposed Committee work plan for

2020421 Financial year

ru

17 JULY 2020

. Discuss the status report of the on-going internal funded

projects for all the Regions
a) Ruiru Region
b) Kiambu Region
¢} Karuri Region
d) Githunguri Region
¢} Limuru Region
f) Kikyu Region
g} Gatundu Region
h) Thika Region

. Consider the cwrrent performance and give directions to

each Region in respect to Performance contract Target

a) Optimisation of the water production capacity

b) Enhancement of water quality

¢) Improvement on the coverage both water and sewerage
d) Reduction of non-revenue water and

¢) Water meter management

. Confirmation of Minutes of the 2rd Technical Commitiee

meeting held on 11" April 2019

. Confirmation of Minutes of the 2™ Special Technical

Committee meeting held on 2™ July 2020

3]1;[-'

SPECIAL

20™ AUGUST
2020

1. Consideration of the 2019720 Performance Contract
Analysis

STH!

4" SEPTEMBER

XX
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2020
FIELD VISIT | SE TO 7 |, Consider, adopt and recommend to the Board the field
QCTOBER 2020 e
2. Confirmation of Minutes of the 5® Committee meeting held
o the
14™ 10 15™
OCTOBER 2020
1HL'| TGI 4I H
NOVEMBER 2020
6 25T 26 |. Presentation of the status of projects presented during the 57 |
FEBRUARY 2020 Technical Committee
‘2. Presentation of the on-going projects for the period [ July —
December 2021
3 Presentation of the status of Community water project
4. Discussion on the report of the Technical committee field
visits
5. Analysis of Half year Performance
6. Confirmation of Minutes of the 5® Technical Committee
meeting
_f”" B 6 APRIL 2021
5. | RISK AND
ALIDIT
1*" SPECIAL | 2™ JULY 2020 1. Preseniation of the proposed Committee Annual Work Plan
4 157 JULY 2020 |1. Discussion of the Thika water and sewerage Company Audit
10™ AUGUST Report
2020 2. Briefing on the circular and laws guiding the Auwdit
Committee
3. Confirmation of Minutes of the 3™ Risk and Audit
committes meeting held on 5™ Match 2019
4. Confirmation of Minute of the 1% pecial and Audit
Committee Mecting held on 2™ July 2020
e 237 1. Update Report on implementation of the audit committee
SEPTEMBER, 2020 and Board recommendations in respect to previous audit and
recommend to the board further follow up action
2. Consider, adopt and recommend to the board internal audit
report for Karuri Region
3. Confirmation of minutes of the 4™ Risk and Audit
committes meeting held on 15" July 2020
(271 1. Discuss and adopt the Monitoring and evaluation template
OCTOBER, 2020 for implementation
2. Consider, adopt and recommend to the board the intemnal
audit report for Gatundu Region
3, Consider, adopt and recommend to the board the intemal

xxi
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audit for Limuru Region

Consider,adopt and recommend to the board the internal
audit for Githunguri Region

Confirmation of Minutes of the 4" Risk and Audit
Committee meeting held n 157 July and | 10® Aungust 2020
Confirmation of Minutes of the 5™ Risk and Audit
Committee meeting held on 23" September and 27"
Oectober 2020

6 | ADHOC

10°° MAY 2021

11™ MAY 2021

—
1

Presentation of the proposed Adhoc Committee work plan

2. Presentation of the proposed 202021 annual work plan for

the full Board

]5'

60 JULY 2020

(="

. Presentation of the proposed merger checklist and adhoo

committee work plan
Confirmation of minutes of the 1% adhoc committes meeting
held on 6® July 2020

3 AUGUST 2020

—

. Consider the merger option and recommend to the Board for

adoption

Consider and approve the list of key stakeholders to the
merger option and proposed date of meeting With the
stakeholders

Consider and recommend to the Board for approval the
Company’s strategic plan

3.!{.1.1

12" AUGUST
2020

. Receive reports from the regions on the preparedness on the

MErZEr Process

2. Confirmation of Minutes of the 3 Adhoc Committee

13" AUGUST
2020

23" SEPTEMBER
2020

i 1

. Receive update report on policy implementation and

preparedness to launch the strategic plan
Update on the merger checklist
Confirmation of Minutes of the 3" and 4™ committee

meeting

2.

Discussion and adoption of the stakeholder engagement

proposal
{a} Between the Board and the Governor- preparation of the
Cabinet paper and status report on the merger
{b) Review of the other stakeholders list
Discussion of the Gatundu Repert and propose the way
forward

The duties and role of the Board of Directors are as stipulated in the Board Charter which includes the

following;

» Strategic Management
» |dentification and management of risks
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Company's financial oversight

Succession planning and evaluation of management performance
Crversight of communications and public disclosure

In charge of corporate Governance

" 8 8 @

The following Board commitlee have been established with specific duties and meet quarterly as minimum

Audit & Rigk Management Commiltee

The Finance and ICT Committes

Technical Commities;

Human Resource and Administration Committee

 ® 8 @

The remuneration of Directors is determined by the annual general meeting within the maximum approved by
shareholders guided by the Government of Kenya Regulations (Water Services Regulatory Board) from time
to time. The Chairman will be paid a monthly honorarium of Kshs. 80,000/, monthly telephone allowance of
Kshs, 20,000/-. The Chairman will be paid a sitting allowance of Kshs. 25,000 while attending Board meetings
and other functions, workshops and trainings sponsored by the Company. While attending & meeting or such
function within Kiambu County and its environs, the Chairman will be paid a hinch allowance of Kshs. 3,000
and transport allowance of Kshs. 2 000/, Directors will be paid a sitting allowance of Kshs 20,000.00 while
attending Board and committes meetings, and other functions, workshops and trainings sponsored by the
Company. Where the meeting or function is within Kiambu County, the Directors will be entitled to a lunch
allowance of Kshs 3,000.00 {where no lunch is provided) and transport allowanee of Kshs 2, (00.00.
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MANAGEMENT DISCUSSION AND ANALYSIS

PROJECTIONS/PROPOSALS AND WAY FORWARD

a) The Management is in its final term on its technical strategic plan, We have analyzed specific proposals as
detailed above and we strongly feel that we are on the right track.

b) Other than improving on domestic water supply, the company intends to

i} Construct Gatundu Sewerage works where AWWDA have contracted Runji Consulting Engineers to offer
consultancy.

i) We initiated design for Kamwangi and Gatukuyu Sewerage works but there is a challenge on land
ownership.

DEVELOPME JECTS

a) Africa Development bank in partnership with Government Of Kenya through Athi Water Works
Development Agency is implementing a project under the Kenya Towns Programme.

Under the programme, we have the following projects as one project:
» CGatundu Sewerage project

* Handege water project
= Ruabora water project
» Ngenda water project

We are at §%implementation stage.
b) Still through AWWDA and in partnership with AXIM bank, the GOK is doing Karimenu I dam.

We are at 45% implementation stage.
¢) Through AWWDA, we have reinstated pipelines of HDPE and sizes ranging from 160mm to 23mm in

areas that were destroved during roads construction works. There areas include Rubun, Ritho, Karinga,
Wamwangi and Ituru.

KLV
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REVENUE AND BILLING

Comparative Analysis: Below is a five-year analysis of Gatundu Water Financial performance as well as
waler production anal ysis.

Five Year - Water Production Analysis
Year 20M6.2017 272048 2M8.2019| 20192020 2020, 2021
Productio 7,120,422 7,120,422 | T.207 985 7471828 T, 168,376

Production (m3)

7,500,000
7,400,000 N Elh&i
7,300,000

7,200,000

7,100,000 - :
I TA00, 000
£.900,000

Z0LG201Y AT 2018 218 E0LE 019 E02T FHP0LE0RL

Producthon M3

Fimancial Years
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Five Year - Billing Analysis

[2019.2020  [2020.2021

Year 2016.2017 2017.2018|  2018.2019
Billing (K{ 119,916,013 128,755,752 | 132,988,732 | 138,379,711 | 125,391,473
Billing (Kshs)

Amount {XES)

140,000,000

135,000,000

130, 000,000

L5 00, DO

130, 000000

105,000, D0

110, 000,000

2018.201%

Financial Yaars
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Five Year Miscellensous Income Analyss

Year 20162017 2017.2018| 2018.2019[2019.2020 f2020.2021

Misce lleneous Income 3,658,622 1,297,000 1,810,540 2,873,038 3,489,957

Miscelleneous Income (Kshs)

00,000

3,500,000

#0000

2,500,005

000, D0

Aevsourt {KES)

1.500,000
1,00, 000

lupiaes)

0162017 HOAT 28 20182019 2038 2020 ipaoaanii

Fimnancial ¥ears
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Five Year Mon Revenue Water Trend Analysis

Year 2016.2017]  2017.2018] 2018.2019[2019.2020

20202021

RS (%) 6% =l

35%| 35%

34%

NRW (%)
(-
5%
5%

5%

NRW (%)

L%

kDL

3%

FE

2016, 2017 20L7 2048 2008200
Finoncial Years

] 20152020

2020, 2021
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|Five Year Cperational Expenditure Analysis

Year 2016.2017 z017.2018]  z018.z018lz019.2020  |2020.2021

|Operatior] 133,172,067 | 120,076,985 | 136,860,077 | 142,247,966 | 136,367,667

Operational Expenditure (Kshs)

142,247,386

--l-l""'...u-
136,367,667
Iai,lﬁ,hﬁ?

Amount (KES)

20162007 20072008 Z0L2.2019 20132020 20202021

Financial Year
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Despite interruptions due to ongoing road construction we have had a steady increase in revenue collection

during the year under review.

Billings summary against payments per quarter FY 20202021

JUL-SEPT  OCT-DEC JAN-MAR  APR-JUNE  TOTAL
GATUKUYU 3,875,823 3,140,235 3,516,050 3,550,455 14,082,563
GATUNDU TOWN 6,965,460 7,592,500 7,113,845 8,308,545 29,975,750
GITUAMIBA 3,974,410 3,531,955  3,685625 3,266,384 14,458,374
KAMWANGI 5,137,597 3,832,235 3,274,540 3,942,640 16,187,512
NDARUGU 4,148, 3¢ 3,737,860 3,611,580 4,756,185 16,266,585
RUABORA 3,930,925 3,671,655 1,007,160 2,405,250 11,014,990
THIRIRIKA 4,360,613 7,051,020 5,177,350 65,796,266 23,335,249
PAYMENTS =
GATUKUYU 3,605,456 3,163,313 4,162,751 3,278,529 14,210,049
GATUNDU TOWN 7,572,981 7,732,440 8,419,288 8,606,945 32,331,658
GITUAMBA 3500634 4,140,344 2~ 3472787 3431965 14,636,330
KAMWANGI 3,675,827 3,854,812 3,907,314 3348193 14,785,146
NDARUGU 3,454,917 3,342,168 3,277,371 3,651,321 13,725,777
RUABORA 2,433,865 3,652,967 3,259,271 3,046,305 12,392,408
THIRIRIKA 3,470,453 5,312,648 4,624,102 4,594,265 18,001,595
HUMBLE APPEAL

Kenya is a water scarce country. Use the valuable resource sparingly, Report any water leakage and never leave

your tap running. Please remember, everybody lives downstream.

XXX
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ENVIRNOMENTAL AND SUSTAINAEBILITY REPORTING

Sustainability strategy and profile —

To enhance Sustainability, the GATWASCO has been able to achieve the following over time:
The company through AWWDA has been able to:

Construct intake works on Thiririka river and lay Skm of 250mm upvc (inter basin water transfer) to
Theta daim

Upgraded Rusbora intake and laying 2.5km of 160mm and 110mm

Improved Gacharage intake through desilting and expanding washout arrangements and construction
Mwonothia intake.

Construction of Marigoiti intake, laying 3.0Km of 110mm HDPE pipe line and two number composite
filtration units and backwash tank arrangement.

Lay over 270km of HDPE pipe of diameters ranging from 160mm to 25mm to reinstate the arcas that
were destroved duoe to to the ongoing roads construction works,

Through AWWDA, three water projects are ongoing ie Ngenda, Ruabora(Wamuguura) and Handege
and Gatundu town sewerage works.

Improved working conditions for staff

However, the company 1s faced by the below mentioned challenges;

b A R

b A A

Old and delapited pipes that requires regarding

Water theft (Tllegal connections)

Inadequate funds for pipeline extensions

Mass destruction of pipes due to ongeing roads construction works.
Vandalism

Envirenmental performance

Our Organisation always ensure that the water given to consumers meets the required standards by
undertaking daily jar tests and taking water samples (o registered laboratories.

We ensuc that leakages and bursts are attended to immediately reported so as to aveid waste and
occurrence of land slides

During rainy seasons, we partner with WRUAS to do tree planting near the water sopurces

We always enzure that the backwashing water does not enter directly to the river but passes through a

lagoon

During the year the company parmnered with the community and Water Resource Users Associations
(WRUAs) on planting of indigenous tree seedlings in an effort to conserve the environment and protect the
catchmenl areas.

Emplovee welfare

KEXL
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The company is guided by the Human Resource Policy. The documents take into account the hiring process
where gender ration is well explained. The company also pays for short courses in collaboration with other
institutions to improve on the employees® skills. The company also organises for medical climes where the
medical test for respective employees are done at will,

Market place practices-

The company always ensures steady supply of clean and treated water to the customers. The company engages
with the suppliers having followed all the necessary required procurement procedures and also maintains a
good supplier relationship where the supplies are paid within 90 days upon delivery of good and services.

Community Engagements-
During the year the company supplied the community with tanks and established various washing pomts as
directed by the Ministry of Health to curb the spread of Corona Virus.

Corporate social responsibility / community engagements

The company also ensures it promotes and is sensitive on preservation and protection of the environment by
inviolving the youth in trees planting and cleaning the market places.

Tree planting

Daring the financial vear, the company engaged in an exercise of securing and conservation of Kiambu County
water catchment areas at Kinare forest. The company purchased indigenous trees and bamboo scedlings
amounting 1o Ksh{98,600).Ninety Eight Thousand Six Hundred only.

Children support

During a workshop hosted by Assistant Chief Kirangari and PCEA Rev. Marima church (Gatundu Parish) for
the 2020 class ¥ and form 4 leavers children, the company provided mineral water during the function.
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REFPORT OF THE DIRECTORS
The Directors submit their report together with the andited finaneial statements for the year ended Tune 30, 2021
which show the state of the company’s affairs.

Principal activities
The principal activities of the company are to ensure and efficient and cffective provision of water and

sanitation Services in its area of jurisdiction.

Results

The results of the entity for the year ended JTune 30, 2021 are set out on page 2-6

Directors

The Chairman of the Board of Directors who served during the year 15 shown on page 5 In accordance with
Regulation of the company Articles of Association.

Aunditors

The Auditor General is responsible for the statutory audit of the company in accordance with the Section 15 of
the Public Finance Management (PFM) Act, 2012, which empowers the Auditor General to nominate other
auditors to carry out the audit on his behalf,

XXX
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STATEMENT OF DIRECTORS® RESPONSIBILITIES

The Board of Directors are required to prepare financial statements in respect of Gatundu Water and Sanitation
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 vear. The Directors are also required to ensure that Gatundu
Water and Sanitation Company keeps proper accounting records which disclose with reasonable accuracy the
financial posiion of the company. The Directors are also responsible for safeguarding the assets of the
COMpPAny.

The Directors are responsible for the preparation and presentation of Gatundu Water and Sanitation Company
financial statements, which give a true and fair view of the state of affairs as at the end of the financial year ended
on June 30, 2021. This responsibility includes: (i) maintaining adequate financial management arrangements
and ensuring that these continue to be effective throughout the reporting period; (ii) mainfaining proper
accounting records, which disclose with reasomable accuracy at any time the financial posion of
GATWASCO; (iil) designing, implementng 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 GATWASCO (v) selecting and applying
appropriate accounting policies; and (vi) making accounting estimates that are reasonable in the circumstances.
The Directors accept responsibility for Gatandu Water and Sanitation Company financial statements, which have
been prepared using appropriate accounting policies supported by reasonable and prudent judgments and
estimates, in conformity with International Financial Reporting Standards (TFRS).The Directors are of the opinion
that Gatundu Water and Santtztion Company financial statements give a true and fair view of the state of
transactions during the financial year ended June 30, 2021, and of the financial position as at that date, The
Directors further confirm the completeness of the accounting records maintained for GATWASCO which have
been relied upon in the preparation of the company’s financial statements as well as the adequacy of the systems
of internal financial control.

Approval of the financial statements
Cratundu Water and Sanitation Company financial statements were approved by the Board on

30™ August 2021 and signed on its behalfby:

CHAIRMAN

SECRETARY

Exxiv
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REPUBLIC OF KENYA

Telephione: +254+{20) 3214000
E-mall: Info@oagkenya. Lo ke

Website: www.oagkenys.go.ke

HEADQUARTERS
Armiversary Tawers
MonFovia Street

QOFFICE OF THE AUDITOR-GENERAL F.0. Box 30084-00100
MATR B

Ernhancing Acosmighilin

REFORT OF THE AUDITOR-GENERAL ON GATUNDU WATER AND SANITATION
COMPANY LIMITED FOR THE YEAR ENDED 30 JUNE, 2021

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

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

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

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

An unmaodified opinion does not necessarily mean that an entity has complied with all
relevant laws and regulations, and that its infernal controls, risk management and
governance systems are properly designed and were working effectively in the financial
year under review,

The three parts of the report are aimed at addressing the statutory roles and
responsibilities of the Auditor-General as provided by Article 2259 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.

REFPORT ON THE FINANCIAL STATEMENTS
Qualified Opinion

| have audited the accompanying financial statements of Gatundu YWater and Sanitation
Company Limited set out on pages 2 to 36, which are comprised of the statement of

Report of the Avditor-General on Gatundy Warer and Sandtation Company. Limited for the vear ended 30 fune, 2021



financial position as at 30 June, 2021, and the statement of profit or loss and other
comprehensive income, statement of changes in net assets and statement of cash flows
for the year then ended, and a summary of significant accounting policies and other
explanatory information in accordance with the provisions of Article 228 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 Gatundu Water and Sanitation Company Limited as at
30 June, 2021 and of its financial performance and its cash flows for the year then ended,
in accordance with the accrual basis of accounting method under the Intermational
Financial Reporting Standards (IFRS) and comply with the Public Finance management
Act, 2012, Companies Act, 2015 and Water Act, 2016.

Basis for Qualified Opinion
1.0 Fixed Assets

The statement of financial position as at 30 June, 2020 reflects fixed assets totalling
Kshs 27,573,304 which include the following assets that records provided for audit
indicated were not owned by the Company:

1.1 Motor Cycles

The Company operated seventeen (17) motor cycles in the year under review, thirteen
(13) of which were owned by the Company and four (4) were registered as property of
Karimenu Water and Sanitation Company Limited. Further, records on eight (8) motor
vehicles and two (2) other motor cycles operated by the Company indicated that the
assets were owned by Athl Water Works Limited.

1.2 Land

The asset records further included land and buildings with a book value of
Kshs. 8,796,058, However, titles to the land indicated that the assets were owned by
Karimenu Water and Sanitation Company Limited,

Further, verification of assets indicated that the Company operated eight (8) water
treatment plants in the year under review which were, however, owned by Athi Water
Works Limited. Further official search records for three (3) office buildings indicated that
they were owned by the defunct County Council of Thika

In the circumstances, the ownership of the motor vehicles, motor cycles, water treatment
plants and the land and buildings could not be confinmed.

2.0 Trade and Other Payables

The statement of financial position as at 30 June, 2021 reflects trade and other payables
totalling Kshs 82,623,958, as further disclosed in Note 18 to the financial statements.

Report of the Audisor-General on Gorundu Water and Sanitation Company Limited for the vear ended 30 June, 202!
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Included in the balance are long outstanding payables totalling Kshs. 60,521,148 owed to
the Water Services Board and the Water Services Regulatory Board. However, demand
notices or other records explaining how the outstanding balances were arrived at were
not provided for audit review. Further, Management did not provide any explanation for
the failure to pay the balances.

As a result of these anomalies, the accuracy, completeness and validity of the trade and
other payables balance totalling Kshs 82 623 958 could not be confirmed.

The audit was conducted in accordance with International Standards of Supreme Audit
Institutions (ISSAls). 1 am independent of the Gatundu Water and Sanitation Company
Lirited Management in accordance with ISSAI| 130 on Code of Ethics. | have fulfilled
other ethical responsibilities in accordance with the ISSAI and in accordance with other
ethical requirements applicable to performing audits of financial statements in Kenya. |
believe that the audit evidence | have obtained is sufficient and appropriate to provide a
basis for my qualified opinion.

*

Key Audit Matters

Key audit matters are those matters that, in my professional judgment, are of most
significance in the audit of the financial statements. There were no key audit matters to

report in the year under review,

Other Matter

Unresolved Prior Year Matters

Warious issues raised in the audit report for the year ended 30 June, 2020 had not been
resolved as at 30 June, 2021, as disclosed in report on follow up of auditor's
recommendations appended to the financial statements for the year under review.
Management has not provided reasons for the delay in resolving the issues.

Other Information

The Directors are responsible for the other information. The other information comprises
the report of directors as required by the Companies Act, 2015, and the statement of the
directors’ responsibilities which are obtained prior to the date of this report, and the annual
report which is expecied to be made available after that date.

My opinion on the financial statements does not cover the other information and | do not
express an audit opinion or any form of assurance thereon.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

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

Bazis for Conclusion

1.0 Non-Revenue Water

Water production records indicated that during the year under review, Company produced
7.189_376 cubic metres (m®) of water that was billed to customers at Kshs. 125,391 473
However, only 4,741 952 cubic metres (m?*), was sold to customers with the balance
totalling 2,427,424 cubic metres (m?) or 24% of the annual output denoted as Non-
Revenue Water (NRW) with an estimated value of Kshs. 64,188,391,

Guidelines on NEW issued by the Walter Senvices Regulatory Board (WASREE) allow a
maximum loss of 25% of the quantity of water produced. Therefore, out of the 7,169 3786
cubic metres produced by the Company, only 1,792 3444 cubic meters was allowable
loss whereas the 635,080 cubic meters whose sale value amounted to Kshs. 3,400,628
was not allowable. Management did not provide a satisfactory explanation for the high
NRW ratic which implied that the Company's water supply system was inefficient. Should
the NRW losses not be controlled, the profitability and sustainability of the Company's
operations is likely to be curtailed.

2.0 Low Debt Collection Rate

Examination of the Company's debtors’ records indicated that debtors totalling
Kshs 118,568 228 or 73% of the sum of Kshs. 134,477 B33 outstanding as at
40 June, 2021 were trade receivables that were two or more months old. No explanation
was provided by Management for the failure to collect the receivables on time. Further,
the trade and other receivables included a debt amounting to Kshs.12 8698571
outstanding for several years. No explanation was provided by Management on why the
debt was not written off as required by the Company's accounting policies.

In view of the long outstanding debt balances, the Company's debl management policies
may not be effective,

3.0 Lack of Ethnic Diversity in Staffing

Examination of personnel records indicated that out of the total establishment of 155
employees, 152 or 98% were drawn from the dominant ethnic community in Kiambu
County where the Company’s operations are located. As a result, the establishment was
contrary to Section 7(2) of National Cohesion and Integration Act, 2008 which requires
the stall establishments of public entities to reflect the diversity of the people of Kenya.
In the circumstance, the Company was in breach of the law.

4.0 Irregular Appointment of Board of Directors

Section 79(1) of the Water Act, 2016 provides that each water service provider should
have a Board of Directors constituted in accordance with the Companies Act, 2015 and
any other written law. However, contrary to the Act, the Company's did not have a regular
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Board as oversight on its operations was done by a caretaker Board. Further, the following
records and information on the Board were not provided for audit review:

i.  The legislation or authonty and Gazette Notice through which the caretaker Board
was appointed.

ii. The professional profiles and other qualifications of the Board members.

ii. Records indicating that the Managing Director of the Company attended and
participated in the meetings and other activities of the Board,

In addition, the report on key entity information appended to the financial statements
names of twelve (12) directors in office during the year under review. However, records
provided for audit indicated that the directors were appointed to oversee Kiambu County
Water and Sewerage Company Limited, which is a separate entity from Gatundu Water
and Sanitation Company Limited. No satisfactory explanation was provided for the
anomaly.

Further, Note 6 to the financial statements indicates that Board expenses in the year
under review totalied Kshs. 1,886 800. However, information on the rates of allowances
due or paid to the Board members was not disclosed,

In the circumstances, the Company was in breach of the law and the validity of
expenditure totalling Kshs.1,886,800 incurred on Board in the year under review could
not be confirmed

The audit was conducted in accordance with 15SSAI 4000. The standard requires that |
comply with ethical requirements and plan and perform the audit to obtain assurance
about whether the activities, financial transactions and information reflected in the
financial statements are in compliance, in all material respects, with the autherities 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 matter described in the Basis for Conclusion on
Effectiveness of Internal Controls, Risk Management and Govemance section of my
report, | confirm that, nothing has come to my attention to cause me to believe that internal
controls, risk management and overall governance were not effective.

Basis for Conclusion
Delay in Approval of Key Management Policies

Audit review of the Company's policies including Information Communication and
Technology (ICT), Human Resource Manual, Strategic Plan, Debt Policy and Finance
Manual indicated that the policies were in draft form pending approval by Management
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and the Board. Management did not provide a satisfactory explanation for the delay in
finalizing the documents for use in the managing the affairs of the Company.

The audit was conducted in accordance with 1SS5A1 2315 and ISSAI 2330, The standards
require that | plan and perform the audit to obtain assurance about whether effective
processes and systems of infernal control, risk management and govermnance were
operating effectively, in all maternal respects. | believe that the audit evidence | have
obtained is sufficient and appropriate to provide a basis for my conclusion.

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

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

(i) In my opinion, adequate accounting records have been kept by the Company, so
far as appears from the examination of those records; and

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

Responsibilities of 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) and for maintaining effective intemal control as Management determines is
necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to frawd or eror and for its assessment of the effectiveness
of intemal contral,

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

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

In addition to the responsibility for the preparation and presentation of the financial
statements described above, Management is also responsible for ensuring that the
activities, financial transactions and information reflected in the financial statements are
in compliance with the autharities which govern them, and that public money is applied in
an effective manner,

The Board of Directors is responsible for overseeing the company financial reporting
process, reviewing the effectiveness of how the entity monitors compliance with relevant
legisiative and regulatory requirements, ensuring that effective processes and systems
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are in place to address key roles and responsibilities in relation to govermnance and risk
management, and ensuring the adequacy and effectiveness of the control environment,

Auditor-General's Responsibilities for the Audit

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditor's report that includes my opinion in accordance with the provisions
of Section 48 of the Public Audit Act, 2015 and submit the audit report in compliance with
Article 229(7) of the Constitution. Reasonable assurance is a high level of assurance, but
is not a guarantee that an audit conducted in accordance with ISSAls will always detect
a material misstatement and weakness when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in the aggregate, they could
reasonably be expected o influence the economic decisions of users taken on the basis
of these financial statements

In addition to the audit of the financial statements, a compliance audit is planned and
performed to express a conclusion about whether, in all material respects, the activities,
financial transactions and information reflected in the financial statements are in
compliance with the authorities that govern them in accordance with the provisions of
Article 229(8) of the Constitution and submit the audit report in compliance with Article
228(7) of the Constitution.

Further, in planning and performing the audit of the financial statements and audit of
compliance, | consider intermal control in order to give an assurance on the effectiveness
of internal confrols, risk management and governance processes and systems in
accordance with the provisions of Section 7(1){a) of the Public Audit Act, 2015 and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of
the internal control would not necassarily disclose all matters in the internal control that
might be material weaknesses under the ISSAls. A material weakness is a condition in
which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk thal misstatements caused by error or fraud in
amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely peried by employees in the normal course of
performing their assigned functions.

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

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

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

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

Conclude on the appropriateness of the Management's use of the going concern basis
of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the Company ability to continue to sustain its services. If | conclude that a material
uncertainty exists, | am required to draw attention in the auditor's report to the related
disclosures in the financial statements or, if such disclosures are inadequate, to modify
my apinion. My conclusions are based on the audit evidence obtained up to the date
of my audit report. However, future events or conditions may cause the Company to
cease to continue as a going concern

Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

Obtain sufficient appropnate audit evidence regarding the financial information and
business aclivities of the Company to express an opinion on the financial statements.

Perform such other procedures as | consider necessary in the circumstances.

| communicate with the Management regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies
in internal control that are identified during the audit.

| also provide Management with a statement that | have complied with relevant ethical
requirements regarding independance, and communicate with them all relationships and
other matters that may reasonably be thought to bear on my independence, and where
applicable, related safeguards.

-
CPAN =BS5S
AUDITOR-GENERAL
Nairobi

14 July, 2022
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Gatundu Water & Sanitation Company Limited
Annual Reports and Financial Statements
For the year ended June 30, 2021

STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME FOR THE

YEAR ENDED 30 JUNE 2021.
20202021

Motes Kz hs
REVEMNUE:
Water 5ales i | 125,391 473
Cost of Sales 2 (6,973,737}
Gross Profit 118,417,736
Other Incomes:
Mizcellanaous lncorme 3 8,842 774
TOTAL REVENUES 127,260,510
EXMPEMSES:
Operation Cost 4 13,560,852
Staff Cost 5 95,608, 297
Administrative Cost & 15, 258 409
Board Expenses 7 1,886,800
Genaral Expanses 8 3,334, 834
Total Expenditure 128,750,192
OPERATING PROFIT (2,489, 682)
Extra Ordinary income 15 13,070,582

TOTAL COMPREHENSIVE INCOME FOR THE YEAR

15,580,900

2019/ 2020
s hs

138,379,711
(9,430,745)
128 948 962

2,873,038
131,822,000

23,167,269
87,312,425
15,800,055

6,537,468
132,817,217

(995,217)

(995,217)






Gatundn Water & Sanitation Company Limited
Annual Reports and Financial Statements
For the vear ended Jane 30, 2021

STATEMENT OF FINANCIAL POSITION AS AT 30 JUNE 2021

ASSETS 2020/2021 2019/2020
Mon-cumrent assets MNotes Kshs Kshs

Fised Asspls 9 27,573,304 29 360, 283
Intangible Assets 10 41,080 58, BEE
Total Mon Current Assats 27,614,384 29,419,569
Current assets

Debtors 11 134,477,833 131,291,771
Cash and Bank Balances 12 50,830,353 42,678,333
Inventory 13 3,750, 640 1,349,061
Total Current Assets 199,058,826 175,919 165
TOTAL ASSETS 226,673,210 205,338,734
EQUITY AND RESERVES

Share Capital 14 19,542,952 19,542 952
Reserves 15 18,070,582 3
Retalned income 16 68,441,410 70,931,092
Shareholders' funds 106,054,344 90,474,044
Current liabilities

Customer De posits 17 37,954,308 26,071,587
Trade & Other payables 13 B2, 623,958 78,733,104
Total current Liabilities 120,618,266 114,864,691
TOTAL CAPITAL AMND LIABITIES 226,673,210 ID:E-,EH,TIA

The financial statements were approved by the Boardon __ \ & hhas 2022 and signed on its behalf by:

Managing Dire@r _ Head of Finance Chairman of the Board
PATRICK? I Gl EMMA W. CHEGE SAMUEL GATAMA NJUGLUNA

ICPAK M/NOD: 7827

SIGNATURE <1....... i
Y SIGNATURE. Zresessimt

) | B~






Gatundu Water & Sanitation Company Limited

Annual Reports and Financial Statements

For the year ended June 30, 2021

STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDED 30 JUNE 2021

Ordinary Share Capital Reserve Revenue

Capital Reserve Tatal
Asat 1.7. 2018 100,040 19,442 912 68,894,143 88,437,085
Profit{Loss) for the year (2, 060,805) (2,060, 805)
Prior year Adjustment 5,092,970 5,092,970
Reststed balancs As at 30,6.2019 100,040 19,442,912 71,926,309 91,469,261
Asat 1.7.2015 100,040 159,442,912 71,926,309 ol 469 261
Profit{Losg) far tha year {995,217) (595,217}
As at 30.6.2020 100, 030 19,442,912 - 70,931,092 90,474,044
As at 1.7.2020 100, 00 19, 442 o 2 - F0,937, 092 90,474,044
Profit{Loss) for the year (2,489 682) (2,489,682)
Reserves 18,070,582
As at 30,6.2021 100,040 19,442,912 | 18,070,582 | 68,441,410 | §7,984,361







Gatundu Water & Sanitation Company Limited
Annual Reports and Financial Statements
For the vear ended June 30, 2021

STATEMENT OF CASH FLOWS FOR THE YEAR ENDED 30 JUNE 2021

Motes
OPERATING ACTIVITIES
Cash flow generated from operating activities 1%
Meat cash genarated from operating activites
INVESTING ACTINITIES
Purchase of property plant & Equipments 9

Net cash {used in) investing activities

FINANCING ACTIVITIES

INCREASE IN CASH AND CASH EQUIVALENTS AT
BEGINNING OF THE YEAR

CASH AND CASH EQUIVALENTS AT BEGINNING OF THE
YEAR

CASH AND CASH EQUIVALENTS AT END OF THE YEAR

202002021 I0zi1019
Kshs Kshs

19,087,891 8,263,929
19,087,891 9,263,929

{935,871) {3,842, 789)

{935,871) {3,842, 789)
18,152,020 5,421,140
42,678,333 37,257,193
60,830,353 42,678,333
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Gatundu Water & Sanitation Company Limited
Annnal Reports and Finaneial Statements
For the vear ended June 30, 2021

STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS FOR THE PERIOD
ENDED 30 JUNE 2021

ACTUALON
COMPARABLE FERFORMAMNCE
ORIGINAL BUDGE|ADIUSTMENTS{FINAL BUDGET  |BASIS DMFFERENCE

Total Income 200,582,000 | 57,282,000 | 143,300,000 | 134,234,247 9,065,753
Operation cost 43,360,000 | 17,500,000 25,860,000 20,534,589 5325411
Staff cost 95,673,000 - 95,673,000 0%, 600, 2407 63,703
Administrative cost 34,438,000 | 12,978,000 21,460,000 15,358,407 6,101,593
Board expenses 1,782,000 (368,000)| 2,150,000 1,886,800 263,200
General expenses 6,200,000 1,950,000 4,250,000 3,334,834 915,166
Total expenditure 181,453,000 | 32,060,000 149,393,000 136,723,927 12,669,073
Surplus for the period 19,129,000 25,222,000 (6,093,000) {2,489,680) (3,603,320)
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Gatundu Water & Sanitation Company Limited
Annual Reports and Financial Statements
For the yvear ended June 30, 2021

NOTES TO THE FINANCIAL STATEMENTS

1. CGeneral Information

Gatundu Water Company Ltd (GATWASCO) was incorporated under the Campanies Act (Cap. 436) on 8%
Octaber 201 4 is a child of the promulgation of the new constitution which devolved the water function.
Devolution transmitted the water function from national service boards to the county government.
GATWASCO was further derived from the merger of Gatundu South Water and Sanitation Company
(GASWASCO) and Karimenu Water and Sanitation Company (KLARTWASCO)

GATWASCO regional coverage includes Gatundu South, Gatundu North, parts of Githunguri sub-county and
pants of Juja.

It is currently owned by County Government of Kiambu.

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
farr 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 entity’s accounting policies. The areas involving a higher degree of
Judgement or complexity, or where assumptions and estimates are significant to the financial statements, are
disclosed.

The financial statements have been prepared and presented in Keaya Shillings, which is the functional and
reporting currency of the company.

The financial statements have been prepared in accordance with the PFM Act, the State Corporations Act and
International Financial Reporting Standards (IFRS). The accounting policies adopted have been consistently
apphed o all the YEars presented.
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Gatundu Water & Sanitation Company Limited
Annual Reports and Financial Statements
For the vear ended June 30, 2021

NOTES TO THE FINANCIAL STATEMENTS (Continued)
. § Application of New and Revised International Financial Reporting Standards (IFRS)

IAS 39-Financial
Instruments:
Recognition and
Measurement

[AS 39 "Financial Instruments: Recognition
and Measurement" outlines the requirements
for the recognition and measurement of
financial assets, financial liabilities, and
some contracts to buy or sell non-financial
items. Financial instruments are initially
recognized when an entity becomes a party
to the contractual provisions of the
metrument and are classified nto various

categories depending upon the type of

mstrument, which then determines the
subsequent measurement of the instrument
(typically amortized cost or. fair valuc),
apecial rules apply 1o embedded derivatives
and hedging instruments.

The amendments are cffective for
annual periods beginning on or after
January 1, 2020. Earlier application is
permitted.

IFRS 7- Financial
Instrument
Dhgelosures

IFRS 7 "Finamcial Instruments: Disclosures"
requires disclosure of information about the
significance of financial instruments to an
enfity, and the nature and extent of risks
arigsing from those financial instruments,
both in qualitative and quantitative terms.
Specific disclosures are required in relation
to transferred financial assets and a8 number
of other matters.

The amendments are effective for
annual perinds beginning on or after
January 1, 2020, Earlier application is
permitied.

[FRS 16- Leases

IFRS |6 specifies how to recognize,
meagure, present and disclose leases. The
standard provides a single lessee accounting
model, requiring the recognition of assets

The amendments are effective for
annual periods beginning on or after
January 1, 2020. Earlier application is
permitted.
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and liabilities for all leases, unless the lease
term 15 12 months or less or the underlving
assel has & low value. Lessor accounting
however remains largely unchanged from
[AS 17 and the distinction between
operating and finance leases 15 retained.

IAS 16 — Property,
Plant and

Equipment

IAS 16 "Property, Plant and Equipment”
outlines the accounting treatment for most
types of property, plant and cquipment.
Property, plant and equipment is initially
measured at its cost, subsequently measured
gither using a cost or revaluation model, and
depreciated so that its depreciable amount is
allocated on a systematic basis over its
uscful life.

The amendments are effective for
annual perods beginning on or affer
January 1, 2022, Early application is
permitted.

LAS 3T
Provisions,
Contingent
Liabilities arwd
Contingent Asscts

IAS 37 "Provisions, Contingent Liabilities
and Contingent Assets”" outlines the
accounting for provisions (liabilities of
uncertain timing or amount), together with
comtingent assets (possible assets) and
contingent liabilities (possible obligations
and present obligations that are not probable
or not reliably measurable).

The amendments are affective for

annual periods beginning on or after
January 1, 2022. Early application is

permitted.

IFRS 17
Insurance Contracts

IFRS 17 establishes the principles for the

recognition, measurement, presentation and
disclosure of insurance contracts within the

The 1ASB tentatively decided to defer
the effective date of IFRS 17,
Insurance Contracts to annual penods
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scope of the standard. The objective of IFES
17 is to ensure that an entity provides
relevant  information  that  faithfully
represents those contracts. This information
gives a basis for users of financial
statemnents to assess the effect that insurance
confracts have on the entity's financial
position, financial performance and cash
Mowes.

beginning on or after January 1, 2022,
[The IASB has also published
‘Extension  of  the Temporary
Exemption from Applying IFRS 9
{Amendments to [FRS 4) to defer the
fixed expiry date of the amendment
also to annual periods beginning on or
after January 1. 2023.]

GATWASCO did not early — adopt any new or amended standards in year 2020/2021
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NOTES TO THE FINANCIAL STATEMENTS (Continues)

4. Summary of Significant 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 company expects to be entitled in 2 contract with
a customer and excludes amounts collected on behalf of third parties. GATWASCO recognizes revenue when it

transfers control of a product or service to & customer,

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

i) Grants from Mational Government are recognised in the vear 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 receivable from bank deposits and investment in securities, and is
recognised in profit or loss on a time proportion basis using the effective interest rate method.

iv) Dividend income is recognised in the income statement in the yvear in which the nght (o receive the
payment is estahlished.

v}  HRental income is recognised in the income statement as it accrues using the effective interest implicit in

lease agreements,
vi) Other income is recognised as it accrues.

b In-kind contributions

In-kind contributions are donations that arc made to the company in the form of actual goods andor services
rather than in money or cash terms. These donations may include vehicles, equipment or persomnel services.
Where the financial value received for in-kind contributions can be reliably determined, GATWASCO includes
such value in the statement of comprehensive income both as revenue and as an expense in equal and epposite
amounts; otherwise, the contribution is not recorded.

c) Property, plant and equipment
All categories of property, plant and equipment are initially recorded at cost less accumulated depreciation and

impairment losses.
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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 logses.
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 valuers,

Increases i the cammying amounts of assets anising from re-valuation are credited to other comprehensive
income. Decreases that offset previous increases in the carrying amount of the same asset are charged against
the revaluation reserve account; all other decreases are charged to profit or loss in the income statement. Gains
and losses on disposal of items of property, plant and equipment are determined by comparing the procesds
from the disposal with the net carrying amount of the items, and are recognised in profit or loss in the income
statement.

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
costs of ongoing but incomplete works on buildings and other civil works and installations.

Depreciation on property, plant and equipment is recognised 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:

Frechold Land Mil

Buildings and civil works 25 years or the unexpired lease period
Plant and machinery 12.5 years(12.5%)

Motor vehicles, including motor cyeles 4 years(25%)

Computers and related cquipment 3 vears{30%4)

Office equipment, furniture and fittings 12.5 years(12.5%)

A full year’s depreciation charge is recognised both in the year of asset purchase and in the year of asset
disposal.

Items of property, plant and equipment are reviewed anmually for impairment. Where the carrying amount of an
assel 15 assessed as greater than its estimated recoverable amount, an impairment loss is recognised so that the
assct is written down immediately to its estimated recoverahle amount.
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€) Intangible assets

Intangible assets with finite useful lives that are acquired separately are carried at cost less accomulated
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 sccumulated
impairment logses,

f) Amortisation and impairment of intangible assets

Amortisation is caleulated on the straight-line basis over the estimated useful life of the intangible asset, All
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 recognised so that the asset is
written down immediately to its estimated recoverable amount.

g) Investment property

Investment property, which is property held to earn rentals and/or for capital appreciation (ncluding 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 15 derecognized upon disposal or whea the investment property is permanently withdrawn from use
and no future economic benefits are expected from the disposal. Any gain or loss arising on derecognition of the
property (calculated as the difference between the net disposal proceeds and the carrving amount of the asset) is
mcleded in profit or loss in the period in which the property is derecognized.

h) Rizght 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
GATWASCO incurs an obligation for costs to dismantle and remove a leased asset, restore the site on which it
15 located or restore the underlying asset to the condition required by the terms and conditions of the lease, a
provision is recognized and measured under TAS 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,

13
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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 15 depreciated over the useful life of the
underlying asset. The depreciation starts at the commencement date of the lease. The night-of-use assets are
presented as a scparate line in the consolidated statement of financial pesition.

i} Fixed interest investments (bonds)

Fixed interest investments refer to investment funds placed under Central Bank of Kenya (CBK) lonp-term
infrastructure bonds and other corporate bonds with the intention of eamning interest income upon the bond’s
disposal or maturity. Fixed interest investments are freely traded at the Nairobi Secunties Exchange. The bonds
are measured at fair value through profit or loss.

i Duoted imvestments

Quoted investments are classified as non-cumrent assets and comprise marketable securities traded freely at the
Mairobi Securities Exchange or other regional and international securities exchanges. Quoted investments are
stated at fair value,

k) Unguoted investments
Unquoted investments stated at cost under non-current assets, and comprise equity shares held in other
Government owned or controlled entities that are not quoted in the Securities Exchange.

Iy 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 13 calculated using the weighted average cost method, Net reslizable value
represents the estimated selling price less all estimated costs of completion and costs to be incurred in
marketing, selling and distribution.

m) Trade and other receivables

Trade and other receivables are recognised at fair values less allowances for any uncollectible amounts. These
are agsessed for impairment on a continuing basis. An estimate 18 made of doubtful receivables based on a
review of all outstanding amounts at the year end. Bad debis are written off after all efforts at recovery have

14
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been exhausted. A provision of 10% on general debtors has been provided. A specific provision of doubtful
debt amounting to Kshs. 12, 869,571 has also been provided. These are part of debts inherited from Ministry of
Water when GATWASCO was incorporated.

i} Taxation

i) Current income tax

Current income tax assets and liabilitics 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 arca where the Entity operates and
generates taxable imcome. Current income tax relating to items recognized directly in net assets is recognized in
net assets and not in the statement of financial performance.

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 Entity operates and
generates taxable income.

Management periodically evaluates positions taken in the fax refuns with respect to sitwations in which
applicable tax regulations are subject to interpretation and establishes provisions where appropriate.

The company has been making losses in the prior years and therefore going by the history of GATWASCO
performance no advance tax (quarterly installments tax) was provided for or paid. The company made a Loss of
Kshs.2, 489,682 the financial vear 2020-2021

) Deferred tax

Deferred tax is provided using the liability method on temporary differences between the tax bases of assets and
liahilities and their carrying amounts for financial reporting purposes at the reporting date,

Deferred Tax

Deferred tax liabilities are recognized for all taxable temporary differences, except in respect of taxable
temporary differences associated with investments in controlled enfities, associates and interests i 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. Deferrad tax assets are recognized for all
deductible temporary differences, the carry forward of unused tax credits and any unused tax losses. Deferred

tax assets are recognized to the extent that it is probable that taxable profit will be available azamst which the
15
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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 cach reporting date and reduced to the extent that it is
no longer probable that sufficient taxable profit will be available to allow all or part of the deferred tax asset to
be utilized. Unrecognized deferred tax assets are re-assessed at each reporting date and are recognized to the
extent that it has become probable that future taxable profits will allow the deferred tax asset to be recovered.
Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the year when the
assct 15 realized or the lLiability 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 defieit,
Deferred tax itemns are recognized in correlation to the underlyving transaction in net assets. Deferred tax assets
and deferred tax liabilities are offset if a legally enforceable right exists (o set off current tax assets aeainst
current income tax lisbilities and the deferred taxes relate to the same taxable entity and the same taxation
authority.

Pl 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 qualifving asset and are hedged in an effective
cash flow hedge of interest rate risk, the effective portion of the derivative is recognized in other comprebensive
income and reclassified to profit or loss when the qualifyving 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 camed on the
temporary investment of specific borrowings pending their expenditure on qualifying assets iz 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.

14
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watundu Water & Sanitation Company Limited
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q) Cash and cash equivalents

Cash end cash equivalents comprise cash on hand and cash at bank, short-term deposits on call and highly
liguid investments with an original maturity of three months or less, which are readily convertible to known
amounts of cash and are subject to insignificant risk of changes in value. Bank account balances include
amounts held at the Central Bank of Kenya and at varions Commercial Banks at the end of the reporting period.
For the purposes of these financial statements, cash and cash equivalents also include short term cash imprests
and advances to authorised public officers andfor institutions which were not surrendered or accounted for at the
end of the financial year.

r) Borrowings

Interest bearing loans and overdrafis are initially recorded at fair value being received, net of issue costs
asgociated with the borrowing. Subsequently, these are measured at amortised cost using the effective interest
rate method, Amortised cost is calculated by taking into account any issue cost and any discount or premium on
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
perted in which they arise. Loan interest accruing during the construction of a project is capitalised as part of
the cost of the project.

5) Trade and other payahles

Trade and other payables are non-interest bearing and are carried at amortised 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.

t) Retirement benefit obligations

GATWASCO adopted Lap Trust defined Pension's scheme for all its employees from January 1, 2016, The
employees contribute 10% of the Basic salary and house allowance and the emplover contributes 10% of the
basic salary and house allowance,

GATWASCO also contributes to the statutory Mational Social Security Fund (NSSF) for employees on
employed on casual basis and those on probation. This is a defined contribution scheme registered under the
National Social Security Act. GATWASCO obligation under the scheme is limited to specific contributions
legislated from time to time and 15 currently at Kshs 200 per employes per month.

17
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watundu Water & Sanitation Company Limited
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u) Provision for staff leave pay
Employees' entitlements to annual leave are recognised as they accrue at the employees. At provision is made
for the estimated Liability for annual leave at the reporting date.

v) 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 curmrency using the exchange rates prevailing at the dates of the tramsactions or
valuation where items are re-measured. Any foreign exchange gains and losses resulting from the settlement of
such transactions and from the translation at year-cnd cxchange rates of monetary assets and labilities
denominated in foreign currencies are recognised in profit or loss.

W) Budget information

The oniginal budget for FY 2020-2021 was approved by the Chairman of Board of Director. 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 company upon
receiving the respective approvals in order to conclude the final budget

GATWASCO 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 financial performance, whereas the budget is prepared on a cash basis.
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 comparizon 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
statemnents are also made for differences in the formats and classification schemes adopted for the presentation
of the financial statements and the approved budget.

A gtatement to reconcile the actual amounts on a comparable basis included in the statement of comparison of
budget and actual amounts and the actuals as per the statement of financial performance has been presented
under page 6 of these financial statements.
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aj Service concession arrangements

GATWASCO analyses all aspects of service concession arrangements that it enters info in determining the
appropriate accounting treatment and disclosure requirements. In particular, where a private party contnbutes an
asset to the arrangement, GATWASCO recognizes that asset when, and only when, it controls or regulates the
services the operator must provide together with the asset, 1o 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 sipnificant residual interest in the asset af the end of the arrangement. Any assets so recognized
are measured at their fair value. To the extent that an asset has been recognized, GATWASCO also recognizes a
corresponding lisbility, adjusted by a cash consideration paid or received.

b) Comparative figures

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

cl Subsequent events

There have been ne cvents subsequent to the financial year end with a sigmfcant impact on the Imancial
statements for the vear ended June 30, 2021.

5. Significant Judgments and Sources of Estimation Uncertainty

The preparation of GATWASCO financial statements in conformity with IFRS requires management to make
judgments, estimates and assumptions that affect the reported amounts of revenues, expenses, assets and
liabilitics, 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 conceming the future and other key sourcss of estimation uncertainty at the reporting date,
that have a significant risk of causing a material adjustment to the carrying amounts of assets and habilities
within the next financial vear, are described below. The Entity based its assumptions and estimates on
parameters available when the financial statements were prepared. However, existing circumstances and
assumptions about future developments may change due to market changes or circumstances arising beyond the
control of GATWASCO. Such changes are reflected in the assumptions when they occur.
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b}  Usefal lives and residoal values
The useful lives and residual values of assets are assessed using the following indicators to inform potential
future use and value from disposal;

. The condition of the asset based on the assessment of experts emploved by the company

. The nature of the asset, its susceptibility and adaptability to changes in technology and processes
. The nature of the processes in which the asset is deployed

. Availability of funding to replace the assets

c) Provisions

Prowvisions are measured at the management's best estimate of the expenditure required to settle the cbligation at
the reporting date, and are discounted to present value where the effect is material.

(include provisions applicable for your organization e.g provision for bad debts, provisions of obsolete stocks
and how management estimates these provisions)
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NOTES TO THE FINANCIAL STATEMENTS (Continues)

1. WATER SALES

2. COST OF SALES
Chemicals

Electricity operations

. MISCELLANEOQUS INCOME
Interest Recaived
Cannection fees

Cthers

Grants

AWSH

WSTF

2020/2021

125,391,473

5,019,210
1,054,527
6,973,737

2 188 284
1,235,073

66,600

1,201,154
4,151,653

8,842,773

2019/2020
Kzhs

138,379,711

7,786,875
1,643,874
9,430,749

1,555,216
1,065,422

248,400

2,873,038
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EXPENSES
4 OPERATION AND MAINTENANCE COST
Water quality test 14,975 =
Maintenance of plant and equipment 104,349 534,577
Hire of plant and motor vehicle 36,000 11,500
Fuel gil and lubricants 2,625,567 2,065,002
Maintenance of motor vehides 707,020 &34, 277
Maintenance of motorcydes 155,650 28,475
D&M of pipes 1,728,544 3,281,612
DZM of tools 137,937 100,960
D&M of fittings 1,955,852 1,436,833
D&M of materials 672,268 574,986
Casual wages 2,024,230 3,181 450
License fees & Permits 3,394,450 2,554,805
Lease Fees-AWSE 8,302,784
13,560,852 23,167,269
5 STAFF COST
Salaries 87,735,400 79,920,251
Company pension / NS5F contribution 022,337 7,392,174
Gratuity B51,560
95,600,297 87,312,425
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6 ADMINISTRATION EXPENSES
Electricity-office
Advertizing and publicity
Entertainment and office tea
Printing and stationeries
| Billing expenses
| Bank & M pesa charges
|Security services
|Tra1.'elling lunch and accommodation
i Postage and courier
| Telephone Network and internet charges
fF!epa:'ts and maintenance Office premises
|FIF.'|:|E|!'r5 and maintenance Computers and eq
| Maintenance of intangible assets
| Audit fees
| Legal fees
| Subscription fees
| Regulatory Levies-WASREB
|Cnnference & Workshops
| Office general expenses
| Tax Paid
| Training & Education
Medical Expenses
Uniforms B WASCO Games
staff Weifare
Staff Insurance

7 BOARD EXPENSES
B.0.D allowances
|B.0.D other expenses

8 GENERAL EXPENSES
\Insuranca motarvehicle/motorcyde
|Corparate social responsibility
| Provision for bad debts
! Depreciations/Amartization
|

233,435
17,000
270,395
351,998
951,627
412,373
1,701,215
1,771,190
8 450
990,119
332,876
549,850
85,500
232,000
236,919
121,400
5,416,566
126,000
108,471
24,336
297,350

34,650
753,500
10,183

15,358,409

1,105,000
781,800
1,886, E0D

136,816
100,700
356,262

2,741,056

3,334,834

172,601
143,412
273,205
398,220

1,389,508
315,707

1,708,606

1,631,550

37,926
960,851
332,195
114,292

87,008
232,000
237,808

5,535,188

74,750

252,900
6,100
101,844
852,480
921,874
15,800,055

68,709

25,440
3,361,710
3,081,608
6,537 468
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9) Property, Plant and Equipment at Cost

COST/VALUATION Lard & Buildl Fumiture &

202020521 Fittings

= 013
Ksls Eshs
As At 1.07.20 9,796,058 1,244,570
Additiant
Cost A At 30.06.21 o 736,058 L2a4,570
DEPRECIATION
Ao Dep As AE 10720 - a74,884
charge for the Year - 45,361
Aos Dep as at 30.06.21 - A0 D45
MET BOOK VALUE
As A 200671 9,796,058 324,525
As At 3000620 9,796,058 3T0.BBE
Land &

COST/VALUATION Building Furritisrs &

20193020 Fittings

- 013
Kshs Kshs

Ag oAt 1.07.19 9,736,058 1,244 570
Additions
Cost A At 3000520 5,796 058 1,244 570
DEPRECIATION . )
Aee Degp A AT 1.07.19 = B30 701
Charge Torthe Year - 52,984
Acc Dep as at 30.06.20 - B73.684
MET BOOE WVALUE
As At 30.0E.20 0,796,052 370,886
Az At 200619 0 706,058 473, 2R

Compater  OFTce
Equipments Equipiment
030 0,30

Kshs

1,217 500 1,345 233
1,217 500 3,345 233
911971 791,967
B1.659 165, 080
1,003,633 2587847
213,871 87, 2B6
305,529 553, 156

Compater Office
Equipmants Equipment
030 0,320

Kshs

1217500 2,828,333
516, 000
1217500 3,345 393
781,030 2554 B53
130,541 237 114
91151 2,791,867
305,529 553,266
435470 273480

24

RAotor
Cycla

0.25
Eshs

1,293,542

1,453,542

1,408 554
21147
1,430,101

L
04,566

It
Cyche
0.25

Eaha
1,453,542

1,493 542

1,380,758
28,156

I.r-ﬂ-I]E.EE-ﬂ-

24,588
L1Z,784

Water
Iinfrastructus

a.13
Kahs

f,214 407

f,4914, 407

3,511,825
343,831
3,874,648

2,539,759
2,902,582

Water
013
Kl
6,414,407

6,414,407

3,097,170
414,655
3,511 835

2502 553
3,317 237

Water
Mh=ters

0.1%
Kihs

25 89K 441
935,871

25,854,312

10,550,467
2 035,481
17 585 048

14,248 A5G4
15,347 574

Water
013

Kshs
22,572.552

3,325 589
25, 888441

8,357,900
4,192,568
10,550,467

15,347 974
14,208 65

[£1

9,109,751
535,571

50,345,622

20,042,868
2,723,450
22,772,318

LT ST3 309
29300 853

1,842,789
45,408,751

16992411
3,056,457
20048 E6R

29,360,583
28,574,551
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A0INTANGIBLE ASSET

(COSTVALUATION

2028201

0,30

Az Ar 10720 531,500
Additions =
Cost As At 20L06.21 531,500
DEPRECIATION
Acc Dep As At LO720 472,814
Charge for the Year 17,606
Ace l}ep ay pi 30,0621 m
NET BOOK VALUE
As A130.06.31 41,080
As Ar 30,0620 5,685
COSTVALUATION

201920E0 030
As At L0709 531,500
Add#ions -
Cost As At 30,06.20 531,500
DEFRECIATION
Ace Dep As At 147,19 447,663
Charge forithe Year 25,151
Acx Depa 3 30.06.20 472 814
MET BOOK VALLUE
Az AL 300620 58,686
As AL ML06.19 83,837
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Motes ASSETS

Current Assets
i1 Debtors
Custamer Debiors

Specificprovision for doubtful debts-inherited

General Provision for doubtful debis
Met trade receivables

Receivable Deposils

Preos yments

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

Less than 30 days
Betwesn 30 and 60days
Over G0days
12 Cash & Bank Balances
Co-pperative Expend| ture [0113655560000)

Equity Collecti on-GASWASCOI0G00293772335)

Equity Collection KARIWASCO{DEE0262013875)

KCE Collection(1102762105)

Co-op Collection{01100073008101)
Mpesa{Pay Bill E93400)

Petty Cash

KCE Deposit{1102651108)

Co-operative Deposits{01100073009100)

Co-operative Expenditura Karimenu{01136073009100)

KCB Expanditire GASWASCO(1102761980)
Farmily Bank {O0A000030000)

13 P AL ary
Chemicals
Upve pipes 8 Fith ngs
i3 Honery
G 1 Pipe
Water Maters
Consumahblas

26

202072021
Hsls

162,141,207
[12,860,571)
(14,927,164}

134,344,473

106,000
37,360
134,477,833

10,127,025
22,992,495
118,568,228

20,021,784
436,104
344 487

24,549
1,072,450
103 GBS
12,310

IET12 648
(70

16

101 690
60,830,353

1,446,198
468 246
246 2456
124 931

1,201,164

63255

3750640

20132020
Hshs

158,578,533
{12,859.571)
{14,570,901)
131,138,110
106,000

47 661
131,291,771

A5 704,012
10000, 000
12868 571

2 008,530
549,270
618,185
370,185

11,635
419,941
1E77

3378883

34,618,525
B30

16

270,296
a42,578,333

613,495
455,245
220,751
418,445
741,122

1,399,061
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

14

15

17

18

EQLITY AND LIABILITIES
Capital and Reserves
Share Capital

Ca pi'[ﬂ.l Ragary gt

Or dinary share capital
Authorised:

5.000ordinary shares of Kshs. 20000 par value gach

Esued and fully paid:

2 ordinary sheres of Kshs 20 par valua gach

Capital Reserves

Capital reserve represents opening balance of trade debtors when the company started its
eperations in Septembear 2006 which wais inherited from Ministry of Water & Irrigation,

Reserves

Compensation from KERRA for road works activities

Retained come

Retained Income / [Accumulated Loss |
Prio year adjustrment KERRA

Mt Prafit/Loss this year

Mon-current Liablitles
Customer Deposit

Current Liabllities

WEBE N\ ASRER

Suppliers Creditors

Other Creditors

Other Accrued Expencas

Salaries Account

ECSWHAE Strategic plan devel opmant
#ayahle KERRA

GRM Accrusl Account

27

.l el | T | e |
s s
100,040
19442313
19,542,952

100,000

40

18070582

T0.5931,002
|2,489,682)
68,441,410

37,994,308

50,521,147
10,775,311
8,661,785
696,000
1964245
4,969

82,623,958

2018/2020
Kshs
A00,05:43:0.00
19,442,912,00
19,542 952 .00

100,000.00

565,833,338 46
5,092,970.20
(995,215.87)
70,931,091.79

36,071,587.38

55,104,581.75
7,017,115.80
5,497,613.33
578,000.00
7,B85,573.85
4,969.00
1,348,541 .80
356,708.00
78,793,103.53
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

19.Notes to the cash flow statement

Operating activitios

Cash ganerated from ocperations

Adjustment for:

adjustrnent on retalned income

Depreciation

Cash flow from operati ons bafore ssarking ca pF'I:.Bl chanpes

Working Capital Changes

Increase In recelva bles

{increass) Decrease in Inventory
{increase) decrease in Prepayments

Increase in Customer Deposit

Increase in payabies

Met cash generated from operating activities
Inwesting ackivities

Purchase of Office Equipments

_Pun:hasq: of I:nmp_ut:r Equiprments
Purchase of motor. cycle

Purchase of Water Meters

HMet cash [used in] investing activitias

Financing activities
Share Capital
Increasef{decreass) in cash and eash equivalents

Moverment in cash and cach equivalents

At start of year
Increasefdecreate)

At end of year

0. Contingent Assels

Motes 202002021

K=hs

{2 489,682)

2,741,055
251373

(3,206,362)
(1,801,579)
20,301

1923721

21901437
18,636,518

{935,871)
{935871)

18,152,020

42,078,333

60,830,353

2020/20019
Kshx

{995 217)

3081 60E
20B5.391

{30,255,393)

{301,784)
5171,682
5,092,970
1,515,000
25,655,063
7177,538

|516,000)

(3,325 883)
(3,842, 789)

5421 140

31257 1893

42578 133

Gatundu Water and Sanitation Company Ltd had an ongoing court case No. 163 of 2013 Joseph CGathecha Vs
Gatundu Water and Sanitation Company Ltd. On the 17" September 2020, Gatundu Water and Sanitation
Company Lid had a judgement in its favour and was awarded the bill of costs amounting to Kshs 166,230,
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21. Financial Risk Management

GATWASCO activities expose it to a variety of financial risks including credit and liquidity risks and effects of
changes in forcign currency. GATWASCO 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. GATWASCO does not hedge any risks and has in place
policies to ensure that credit is only extended to customers with an established credit history.

GATWASCO financial risk management objectives and policies are detailed below:

(i)  Creditrisk

GATWASCO has exposure to credit risk, which is the risk that a counterparty will be unable to pay amounts in
full when due, Credit risk arises from cash and cash equivalents, and deposits with banks, as well as trade and
other receivables and available-for-sale financial investments.

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

their assessment of the current economic environrment.

The carrying amount of financial assets recorded in the financial statements representing GATWASCO
maximum exposure to credit risk without taking account of the value of any collateral obtained is made up as

follows:

At 30 June 2021

Trade Reccivables 162,141,207 | 134,344,472 | 14,927.163 | 12,869,571
Other Receivables 106,000 106,000

Bank balances 60.830353 | 60,826,632

Total 223077560 | 195,277,104 | 14,927,163 | 12,869,571
At 30 June 2020

Trade Receivables 158,578,583 | 131,138,110 | 14,570,901 | 12,869,571
Crther Receivables 106,000 1 06,000

Bank balances 42678333 | 42,678,333

Total 201,362,916 | 173,922,443 | 14,570,901 | 12.869,5711

29
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Credir Risk

The eustomers 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 imecoverable
amounts. GATWASCO has significant concentration of credit risk on amounts due.

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

i) Liguidity risk management

Ultimate responsibility for liquidity risk management rests with the entity’s directors, who have built an
appropriate liquidity risk management framework for the management of the entity’s short, medium and long-
term funding and liguidity management requirements. GATWASCO manages liquidity nisk through continuous
monitoring of forecasts and actual cash flows.

The table below represents cash flows payable by GATWASCO under non-derivative financial liabilities by
their remaining contractual maturities at the reporting date, The amounts disclosed in the table are the
contractual undiscounted cash flows, Balances due within 12 months equal their carrying balances, as the
impact of discounting is not significant.

At 30 June 2021
Trade pavables

8,661,784.76 | 10,775,813.02 | 60,521,147.75 | 79,958,745.53
Total 8,661,784.76 | 10,775,813.02 | 60,521,147.75 | 79,958,745.53
At 30 June 2020
Trade payables 78,793,104 T.E85,574 356,708 | 70,550,822

I

Total 78,793,104 TB85.574 359,708 | 70,550,822
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(iii) Market risk

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

Market risk s 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 retumn. Overall responsibility for managing market risk rests with the Audit
and Risk Management Commuttee.

GATWASCO Finance Department is responsible for the development of detmled risk management policies
{subject to review and approval by Audit and Risk Management Commuttec) and for the day to day
implementation of those policies.

There has been no change to the entity’s exposure to market risks or the manner in which it manages and

measures the risk.

&) Foreign eurrency risk

GATWASCO has transactional currency exposures. Such exposure arises through purchases of goods and
services that are done in currencies other than the local currency. Invoices denominated in foreign currencies
are paid after 30 days from the date of the invoice and conversion at the time of payment is done using the
prevailing exchanpe rate.

b} Interest rate risk

Interest rate risk is the risk that the entity’s financial condition may be adversely affected as a result of changes
in interest rate levels. GATWASCO interest rate risk arises from bank deposits. This exposes the company to
cash flow interest rate risk. The interest rate nsk exposure anses mainly from interest rate movements on the
GATWABCO deposits.
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Management of interest rate risk

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

i) Fair value of financial assets and liabilities

a) Financial instruments measured at fair value

Determimation of fair value and fair values hierarchy

IFRS 7 specifies a hicrarchy of valuation techmiques based on whether the inputs to those valuation technigues
are chservable or unobservable. Observable inputs reflect market data obtained from independent sources:
unchservable inputs reflsct the company’s market assumptions. These two types of inpuls have created the
following fair value hicrarchy:

)] Level 1 — Quoted prices (unadjusted) im active markets for identical assets or liabilities. This
level includes listad equity securities and debt instruments on exchanges.

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

iii) Level 3 — inputs for the asset or liability that are not based on observable market data
{unobservable inputs). This level includes equity investments and debt instruments with significant
unobservable components, This hierarchy requires the use of observable market data when available, The
company considers relevant and observable market prices i its valuations where possible.

22, Incorporation
GATWASCO is incorporated in Kenya under the Kenyan Companies Act and is domiciled in Eenya.

23, Events After The Reporting Period
There were no material adjusting and non- adjusting events after the reporting period.

24, Currency
The financial statements are presented in Kenya Shillings (Kshs).
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APPENDICES

AFPENDIX 1: PROGRESS ON FOLLOW UP OF AUDITOR RECOMMENDATIONS

Financial vear ended 30™ June 2020 has been audited. We received a draft certificate from the Auditor General

which had a qualified opinion.

The following is the summary of issues raised by the external auditor for financial statements ended 30® June
2020, and varipus management comments have been provided. We have nominated focal persons to resolve the
various issucs as shown below with the associated time frame within which we expect the issues to be resolved.

Referenc
& No. on
the
External |
Audit | Issue/
Report | (thservations from
Aunditor
1.1 | Fixed Assets
| (aOther fixed
agzels with
undetermined
| values
| b.) Land and
| Building
I

| the county council of Thika.

| Change of ownership from the

| eounty council of Thika to the

| county povernment was to be
effected during the ransition

| period for transfer of assets. The

company had made available a hst

of all assets to the county

govemnment during this stage.

The issue of valuation and

Timefra
Focal s
Point Stalus: (Put a
person to Mot
(Revolved
Management comments rﬁ’i‘::::he / Not when
(Nare amd Resoived) !'PJ:, um
designatio the issue
h to be
resolved)
The said assets were owned by I County Not June
Athi water services Board as | Governme | resolved | 2022
indicated in our notes. Further as | ot of
evidenced via a letter fromthe | Kiambu
County Executive Committes
Member in charge of water
indicated that ownership of water
facilities within Kiambu County
belong to the Kiambu County. ,
Ag stated in our management County Mot June |
response the parcels of land in Governme | resolved | 2022
which the buildings were nt of
constructed are resistered under Kiambu
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| Non-revemue water
| 2,511,846 cubic
meter (m3)

guidelines on conditions that form

| part of our service provision

agreement. The conditions have
given timelines where, the
company should reduce the levels

L of NE'W progressively and the
| company i3 within the required

range. The company was able to

Heferene | Timefra
:n No. on . Foeal me:
& <
External P;:::tl“ Ao (Put a
Audit Issue / | I“l-‘i-l]l;lr"E! the fﬂﬁﬂi"‘f—"‘ date
Report Observations from = Management comments Sisiie £ Not when
Auditor ! - Resolved) | you
(Nawe and expect
designatio s faies
n) to be
resalved)
removing the said land and
building from our accounts was
presented to the board and it was
resolved that the chief officer
water and environment who
represents the county government
' provide a direction in the hand
over. It had previously been |
rqxsrlttdlm the county P.A C for |
questioning, _ , |
i Trade and other The said outstanding liabilities of | AWWDA | Not Tune
pavables Kshg 33,558 741 are the lease fee resolved | 2022
payable to Athi Water Works
Development Authority.,
The company has had
commumications and a reminder |
on the long outstanding amount
I payable to Athi water Works |
' Development Authority. We are :
yet to Teceive an assessor from |
them 50 as to seftle on the correct
| amount payable.
| Gatundu Water have always taken
| NEW with a lot of concern. This
| is the reason why we engaged Board and | Net June2 (2
| experts from the regulator in Manageme | resolved |2
| 2013, WASREB has issued nt
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Izsue f
Observations from
Auditor

Management comments

|

| Foeal

| Point
person to
resolve the

| issue
{Name and

desigratio

)

Status:

(Resofved
£ Noi
. Resolved)
|

Timefra
me:

(Pt

when
Vol

the is5ue
o be

reduce UFW from 35% to 34%.
These is as per our agreement
with WASREB ( (See attached

| conditions)

- The company has also putin

| place the following measures to
reduce the unaccounted for water:

Immediate response to pipe
bursts and leakages — less
than 12hrs once reported
Replacing the old meters
{more than 9 yrs old)
Relocation of consumer
meters to just at the edge of
property boundary, This will
avoid water theft through by-
passing of the meter and also
making it easily accessible.
We have sub-divided our arca
of operation into schemes
according to water supplies.
These schemes are broken
into zones, sub-zones and
sub-lines, These sub-zones
are manned by sub-zonal
managers with an average of
350-400 consumers. This
way, the field person will be
able to monitor the service
level.

. We have embarked on fixing

master meters at the water
source, zonal and sub-zone
meter along the supply
syveten.
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Referenc |
¢ No. on Focal
;!'E ; Point
xberna perso
Audit | lssue/ rhaotte tia
Report Observations from = Management comments s
Auditor 1 (N tnd
designatio
n)

Timefra
[i1[=H

Status; (Put a
{Resolved
# Not

Resolved)

wihen
you
expect
the issue
fo he
resolved)

APPENDIX II: INTER-ENTITY TRANSFERS

a. | Direct Payvments
[ | | Indicate the FY to
Bank Statement which the amounts
| Date Amount (KShs) relate
19" December
Gatukuyu perimeter wall | 2014 1,000, D0 From 2014 to date
Gatukuyu land for office
construction 18" July 2013 1,700,000 | From 2012 to date
Total 2,700,000
Indicate the FY to
Bank Statement which the amounts
b. | Recarrent Grants Date | At thaiiog Lelate
14-06-2021 14,37%,520.00
KERRA From 2020 to date
22-06-2021 2,424,120.00
From 2020 to date
| Total 16,802, 640,00
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