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l. l(llY DNl llY Ir\'1,()ltiu^ I lON

BACKGROUND INFORMATION
The enactment of Water Act 2002, Ied to the creation of Water Services Regulatory Board (WASREB),
Water Services Board and Water Services Providers to spearhead the water sector reform programme.

Kirinyaga Water and Sanitation Company is a Water Service Provider Company Limited by guarantee

and incorporated under the Companies Act Cap 486 ofthe laws olKenya.
KIRIWASCO has been mandated through a Service Provision Agreement (SPA) to carry out water and

sewerage services in both urban and rural areas of Kirinyaga County. The Company takes charge of
public resources in order to provide quality, affordable, reliable, sustainable and portable water and

sewerage services in the target community. KIRIWASCO is jointly owned by the Govemment of
Kenya, County Govemment ofKirinyaga and the Local Community.

PRINCIPAL ACTIVITY
The principal activity of KIRIWASCO is to ensure efficicnt and suslainable provision of quality and

affordable water and sewerage services in Kirinyaga County and parls ofEmbu County.

MAIN I'USINESS OPERATING OI}JDCTIVES
The Company's main business operating objectives include, but not limited to, the following:

(a) Increase stake holdcr's awareness on water sector reforms

(b) Improve access to sustainable and safe water

(c) Increase the demand for available safe water

(d) Increase the access to improved sanitation

(e) Achieve operational fi nancial sustainability

VISION
To be a role model waler services provider in Kenya

MISSION
To provide safe and clean water through, reliable, affordable and sustainable water services to our
customers by developing facilities and managing systems in the most efficient and effective manner.

KIRINYAGA WATER AND SANITATION COMPANY LIMI'TED
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STRATEGIC OBJECTIVES
l. lnslitulional strengthening of KIRIWASCO
2. Reduces UFW

3. Achieve fi nancial sustainability
4. Improve access to sustainable and safe water

5. lncrease access to improved sanitation

6. Increase stakeholders awareness on water sector refo(ns
SLOGAN
Tap it; Get iC its lile

DIRECTORS
The Directors who scrved the enlity during the year were as follows

l. Mr. Fidesious Nyaga------------Chairman------Appointed on ------23d March, 201 8

2. Mr.Jakan Gutu-------------------Member----,----Appointed on---------7d May,20l9
3. Mr. Jarcd Migwi---------------Member---------------Appointed on------- lTth Dec,2O l9
4. Mr. Robert Oithinji Njagi--------Member"..,-'.----Appointed on----23d March,20l8
5. Mr. Peter Muriithi Cichirah ------Member------Appointed on-----23d March,20l8
6. Mr. James Kihia-------------.------Member---------Appointed on----2ld March,20l8
7. Mr. Joe Kingford---------------------Member----------Appointed on-----23d March, 20 | 8

8. Ms. Lilian Wanja Kagema--------Member-------Appointed on-----23d March,2ol8
9. Ms. Purity Njeri Githinji-------.--Member---------Appoinred on*--23d March 2018

COMPANY SECRETARY
Gikuhi Kiana & company
P.O Box 10100
NYERI

REGISTERED OFFICE/HEADQUARTERS
Kirinyaga Water and Sanitation Company
P O Box 360-10300
KERUGOYA
Tel: 0746555368/071 541 3591

Email: info@kiriwasco.co.ke
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BANKERS

Co-opcrative Bank of Kcnya
Kcrugoya Branch
P O Box 635-10300
KXIIUGOYA

Equity Bank
Kerugoya Branch
P.O Box 1056-10300
Kerufoya

INDEPENDENT AUDITORS
Auditor General
Office ofthc Auditor General
Anniversary Towers
P O Box 30084-00100
Nairohi

The Attomey Gene.al
Statc Law Office
Harambee Avenue
City Square 00200
P.O Box 40112
Nairobi, Kenya

Magua & Mbatha Advocates
P.O Box 2159-10100
Nyeri
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2. LIS'T OF BOARD OF DII{ECTORS

No NAMES
ANI)

ADDTTESS

IIEPIiESENTING
INTI,]RES'I'

QT'ALITICA'IION
& I]XPEIiI I'NCII

PASSPOR'I'

I Mr. Fidcsius
Nyaga

Religious
Organizations

B,O.D
Chairman

I9:14 BA Econ(llons)-
Makerere

FCIS, CPS(K)
Diploma in Banking

Over 40 years'
experience in

accounting profession
). Hon. Dr

Jakan Gutu
County
Represenlative

Mcnrber t956 Doctorale in Business
Administration

Many years
experience in

managemenl and
CIICM member
ministry ofwater
Kirinyaga County

l Mr. Jarcd
Migwi

County
Representative

Mcmber 1973 Bachelor of
Commerce
Associate Kenya
Institute ofBankers
Experience in banking
and finance; Chief
OfIcer, Ministry of
Water

.l Mr. Robert
Githinji
Njagi

Business
Community-
Commcrcial
Consumer

Head of
Commercial
Committee

t98l MBA-Kenyatla
University
l5 years experience in
matketing ,accounting
and strategic
management

5 Mr. Peter
1\Iu riithi
Cichirah

Head of
Technical
Committee

l97tt Diploma in Business
Administration
7 years working
experience

o

KIRINYAGA WATI'It ANI) SANITATION CO]VIPANY LIM!'TED

III.]MARKIi Y.O.B

F'armer's
Organization-

I

I
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6 Mr..lames
Kihia

Busincss
Community-
Commercial
Consumer

Llead of
Audit
Committee

t970 O level, Diploma in
Business
Administration
Experience in business
Adminislration

,7 Mr. Joe
Kingford

Spccial lnterest
Groups

Mcmher I9II9 O level, Diploma in
Civil Engineering
4 years working
experience in
engineering

8 Ms Lilian
Wanja
Kagcma

Professional bodies Mcmbcr I968 MBA, Higher
Diploma in Electrical
Engineering
6 years' experience in
engineering

197 5Ms. Purity
Njcri
Githinji

Organization
Mcnlber O level, ECD

Certificate
Experience in teaching
and community
development

l0 Erg.
Ephantus
Maina

Managing

Director
t979 Bachelor ofCivil &

Water Engineering
l4 years working
experience in
Engineering and water
sector

II Mr.Richard
Gikuhi
Kiana

ICPSK No.285 1952 Certified Public
Secretary CPS(K)

E

I

(,

Managing Director

Company

Secretary
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3. MANA(;IiMENI' I'I]ANI
l)csignatiou N:rnrc Y.O.li Qualifications & Ilxpcricncc Itassport

Managing
Director

Mr. Ephantus
Maina

t9'79 Bachelor ofCivil & Water
Engineering
l4 years working experience
in Engineering and water
sector

Internal
Auditor

CPA Charles
Wachira Maina

I9U4 Bachelor of
Commerce(Accounling

option)and CPA (K)
I I years working experience

in accounting

Commercial
Manager

CPA Joyce W

Mugambi

Mr. Laban

Mwaniki Kaara

1987 Bachelor of
Commerce(Finance

option)and CPA (K)
MSc. Finance(continuing)

Over 7 years' expericnce in

accounting and finance

'fcchnical
Manager

BSC Civil

Engineering

5 years working experience in

Engineering

lI u man
Resources and
Administration
Manager

1988 BBA HRM, Diploma in

Business Managemenl

5 years working experience in
Human resource management

l)rocurement
Manager

Ms. Anne

Mbatia

1916

1

I

1984

Ms. Rosaline N
Kabatah

Business Management-

Procurement option

I I years working Experience

in supply chain management
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4. Cl IAI IiMAN'S ltlll'Olll'

I take this opportunily to present the I:inancial Statement ofKirinyaga water and Sanitation Company
Limited for the financial year 2018/2019. This is the first financial statement for the company under
the management ol the current board of Directors which took over the company management from
March 2018.
The company has been able to achieve the following within the ycar;

a) Obtained operation licence from Water Services Regulatory Board (WASREB) which had

expired on December 2017.
b) Recruitment ofCore Management Team who took over from the Special Regulatory Regime

management. I'his include thc Managing Director, Commercial Manager, Procurement

Manager and Technical Manager.
c) Resolved staffgrievlrnces that previously led to staff unresl and disruption ofprovision ofwater

seavices.
d) Reinstatement of water supply services to areas which were affected by road improvement

project within Kirinyaga.
e) Held two stakeholders' engagemenl forums and the 8s Annual General Meeting to comply with

the legal requirements.
f) The tremendous growth on the Number of active connecliods from 20,563 in the year

20l7l20l8 to 24,822 in the year 2018/2019 and revenue improved from Ksh 132,298,030 to
Ksh 139,486,157 within the same period.

g) Completion and commissioning of Mwea Makima water supply project and water extension
projects wilhin Mwea sub county.

The company as guided by the s-year strategic plan which runs from 2016 to 2021 has lined up various
improvement programmes aimed at improvement of water and sanitation services delivery. This
includes Kirinyaga waler supply projecls with a production capacity of30,000mr/day, Kerugoya Kutus
Sewerage project with a treatment capacity of5,000mr/day, Rehabililation ofNdiriti water Trealment
Plant, network rehabilitation project and water supply ext€nsion projects geared toward imProvement
of water coverage within Kirinyaga.

The company continues to receive suppod from allour slakeholders including the County Govemment
ofKirinyaga.
Therefore, I take this opponunity to lhanks all our stakeholders, customers, development partners and

the govemments for the contribution in the improvement ofthe company's op€rations.

Th
,a,L- ( '-----

F )aga

I

KIRINYAGA WA.TER AND SANITATION COMPANY LIMIT[,I)

J
FUI,I, IIoARD CIIAIII.IVIAN
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5. MANAGING DIRECTOR'S REPOIIT
Introduction
Kirinyaga Water and Sanitation Company Limited (KIRIWASCO) is a water and sanitation services
provider registered lnder the company's Act 201 5 of the law of Kenya. The company is an agent of
the Counry Covenlment ol Kirinyaga (CCK) as per the amended (2019) Memorandum and Anicles of
Associalion This is in line with the requirement by the Constitution ofKenya (CoK) 2010 and the
Water Acl 2016. The company is regulaled by Water Services Regulatory Board (WASREB) and
operates under Interim License WASREII/LElLICl02 lor provision of water and sanitation services.
The company is mandated to supply water with Kirinyaga Central, Kirinyaga West, Mwea West and
Mwea Easl sub counties within Kirinyaga County and Pans of Mbeere South in Embu County.

Performance during the Year
During the year the conpany had been able to register a considerable groMh in terms oa increased
active water connection, improved billing & revenue and slight improvement on non-revenue water.
The company had also fair share of challenges such as high water demand against low supply, high
levels of NRW levels, high debtors and creditors. But generally the company is on upward trend in
lerms ofgrowlh and is expected to register more improved perfornance next year.

I .tM

Revenue Collcclion KShs
l) illin KShs

Dovelopmcnt Pro-iects

The company had beeD able 10 carry out various development projcct which are geared toward
improvement ofwater and sanitation services within Kirinyaga. The projects were undertaken through
collaboration and pannership with the County Govemment of Kirinyaga, Development panners like
Water Sector Trust Fund and Tana Water Works Development Agency.

9

20l'7 /2018 201u/2[t9
l]2,298,030 I 19,486, t 57
I 44 ,7 

j',| ,265 | 41 ,4ss,7 63
Non- Revenue Water 60%

4 Number of aclivc connections 20,563
61yo

24,822
Crcditors 80,391,701 93,569,97 s
Dcbtors 106,530,995 124,824,656

N PITOJllC f COST
(KSH)

IIINANCIEI{ PROJECT
IMPACT

I Mwea-
kutus

I lkm DN3l5 raw water main (from
River Nyamindi to Sam/comer),18km
DN200 trans main (from Sam/corner
to Wanguru), and administration
block.

DI]SCRIP'IION

84M Kirinyaga
CG

Water supply
to;
Nyangati,Nd
oba,Kimbim
bi,Wanguru,

\o.

).
6.



Mutithi &
thiba.

2 Mwca-
Makima

Nyamindi inlakes, l lkm DN l50 raw
water main (from Nyamindi to
Sam/comer), 29km DN200
trans/rraiD (from Sam/corner to

Makutano/ ) & 225m1 storage tank at

Sam/comer.

I t0M World bank
thru.
TWWDA

Water supply
to; pee-i,
karaba,
wango,
gatengi and
part of
makutano

Wang'uru
Elevated
Tank

300mr l5m High steel elevated tank
(at Wanguru).

t5M wsl tr Increase
water storage
for Wanguru

CoST
(Ksrr)

IIINANCITIIT PRO.'ECT
IMPAC'I'

No PI{( ).n,tc't' r)t,tscRIt" oN

2tM Kirinyaga CG
& WSTF

Improved
sanitation in
Wanguru lcwn.

I 'uruI
l)ttl

Construction of 70ml/day
wapte water Digester
enpu.e plant. (757o
complete)

Construction of
30,000mr/day water supply
system for Kerugoya,
Kutus, Kagio and Sagana.
Works include; Intake,
T/works, raw water main,
transmission mains, storage
tanks.

I,I78 A.D.D thru
TWWDA

To improve
water quantity,
quality and
reliability
within
Kirinyaga
county.

2 Bulky
Water
Supply

500M A.t).B thru.
TWWDA

To improve
sanitation level
for Kerugoya
and Kutus
towns.

Kerugoya/
Kutus
sewerage
system

:]

50M KeRRA &
KIRIWASCO

To restore water
supply to
affected areas

Water
system
reinstateme
nt works

Reinstatement of water
systems affected by the
curTent road work
improvement projects in
Mukinduri Kianjege,
Kagutfio Mutili Kianjege,

4

IO

Construction of
5,000m1/day sewerage
system for Kerugoya and
Kutus k)wn. Works
includes 34km sewer lincs,
stabilization ponds and
admin houses



Kamonge Riakiania &
Kagio Mutithi 05%
complete)

) Water
exlension
projects

l'o extend water supply to
Nyangati ward and other
parts of Mwea. (9070

complete)

200M Kirinyaga CG
&
KIRIWASCO

To improve
water coverage
within
Kirinyaga
county.

The company has greal potential for groMh in terms of increased customer base, improved revenue,
increased water supply and improved quality water and sanitation services. Therefore, the company is
expected to continue improving on it performance. The company management is committed to ensure
provision of affordable, reliable and sustainable water and sanitation services by operating and
maintaining water and sanitation systems in the most efncient and effective manner.

Finally I wish to thank the Board of Directors, County Govemment of Kirinyaga, company's staffs,
customers and all stakeholders for the great support.

ut('t o
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6. CORPORATE GOVII,llNANCtl S'tA'l'l,lM ENT

KIRIWASCO is committed to operate under a clear govemance framework and strongly adheres to
sound management and control practices.

KIRIWASCO is committed in ensuring compliance with the provisions of Water Act 2016 among
other regulatory and supervisory corporate govemance requirements. Essential to the establishment of
a good govemance fiamework are formal govemance structures designed to ensure accurate reporting
to the Board to facilitate an informed decision making process, assessment and improvement of
conformances.

Composition of Board of l)ireclors

The structure of KIRIWASCO starts with the Board members representing various stakeholders'
interests. The Board members exercise leadership, enterprise, integrity and judgment in directing
KIRIWASCO.
They are expected to determine the purpose and values of KIRIWASCO, determine the strategy to
achieve that purpose and implemenl its values in order 1o ensure the Compaly survives and lhrives.
The Board members aae expected to enhance thc corporate govemance pmctices in running of
KIRIWASCO to bring the level of govemance in the Company in line with intemational standards.
The essence of corporate govemance is to protect stakeholder's interest including the govemment,
consumers and the community.
ln ensu,ing (hat corporate govemance is enhanced and that the power of KIRIWASCO is exercised in
the stewardship of the Company's total portfolio of assets and resources with the objective of
maintaining stakeholder's values, the board ofdirectors had constluted the following committees:

l) Human Resources & Administrrtion, Finsnce and Procurement
The committee comprises of 3 board nTemhcrs whosc duty is to ensure that KIRIWASCO has the right
staff at the right place and doing the right thing. More so, thc committee ensures that the staff welfare
is guaranteed.
The Committee oversees the financial reporting process, Company's intemal controls and efficient
allocation and utilization of resources.

2) Technical Committec
The Technical committee comprises of 3 board members who ensure that there is adequate asset
development, maintenance and infrastructure improvement to ensure sustainability ofall water and
sewer infrastructure. The committee also proposes investment and funding programs for the
organization.

t2



. 3) Audit Committ€e
It's the duty ofthis committee to ensure that the internal audit department performs its function ofan
independent, objective assurance and consulting activity designed to add value and improve the
organization's operalions. It helps the organization to accomplish its objectives by bringing a

systematic, disciplined approach to evaluate and improve the effectiveness ofrisk management,
control and govemance processes.

1l



KI ItI NYAGA WATEIT AND SANITATION COMPANY LIMITED

ANNUAI, ItEP0Itl'S AND FINANCIAI, STATEMENl'S
FOti.I'HE YItAII, DNDED 30III .IUND,2OI9

7. MANAGEMENT DISCUSSION AND ANALYSIS

During Ihe year under review, the leam worked tirelessly to ensure that it executed its mandate by
making sure that the company operations went smoothly.

The performance ofthe Company was as follows:-

Summor

Challcngcs

The oompany had i-ew challenges such as:-

l. Shortage ofwater for supply.
2. Destruction ofwater pipeline in most ofour major pipelines which took long before they were

restored.
3. Old and dilapidated water infrastructure.

KIRIWASCO is endeavoring to develop a culture of achievements and employ the best practices of
management to provide quality water and sanitation through quality service and good customer
relations.
Finally we wish to take this opportunity to thank our customers for their continued support and
leedback through which we have been able to improve our systems, I also wish to thank the WASREB.
TWSB and County Government of Kirinyaga for their oversight, confidence and commitment to lhe
company and lastly we are gralei'ul to (he stafflor tl'teir devotion, sacrifice and hard work in improving
the perfbrmance o l lhis company.

14

No ll't!M 2017 t2,018 20t8/20 r 9
I Revcnuc Collection (KSlT s) 132,298,030 119,486,157

Billing (KSh, | 44,707,265 147,45s,763
l Non- Revenue Water 60%
4 Number of active conneclions 20,563 24,822
) Creditors 80,397,703 95,284,488

Deblors r06,530,995 124,990,438

Company operations.
Kirinyaga Water and Sanitation Company Ltd (KIRIWASCO) is headed by the Managing Director.
The company has 5 departments which include;

L Technical dcpartment
2. Commercialdepartment
3. Human Resources and Administration department
4. Procurementdepartment
5. Audit depaftmenl

2

60%

6.
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8. CSR/SUSTA INABILITY REPORT
ln our Corporate Social Responsibility (CSR) policy, we aim for the integration of our business

operations and values in a way that ensures that the interests ofall stakeholders including shareholders,
customers, employees, the community and the environment are reflected in our policies and actions.
We are committed to Continuous improvement in our Corporate and Social Responsibility (CSR)
strategy; Encouraging our business partners to strive for matching performancei Acting in a socially
responsible way; Continually improving our performance and meeting all relevant legislation; and
Encouraging our slaffto be mindful ofthe effect oftheir actions on any natural resource.

KIRIWASCO has a CRS policy whose purpose is to make clear to all stakeholders what we mean by
CSR and how we propose to work towards ach;eving it. The CSR policy applies tlu.oughout all our
policies and processes and govems our approach to all our activities. In implementing this policy we
aim to be responsible; and be an exemplar ofgood practice.

KIRIWASCO participates in various activities such as tree planting 10 increase forest cover in effbrts
to conserve water and Participating in National events such as the World Water Day.

KIRIWASCO is a member of Water Companies Sports Association whcre it's actively involved in
annual gamcs competitions.

Our Mission is "To provide safo and clean water through, reliable, affordable and sustainable water
services to our customers by developing facilities and managing systems in the most efficient and

effective manner". Our mission is in landem with our mandate and defines the goals for which we will
undertake activities in the context of sustainability, competition and social well-being.
We consider the community a key stakeholder in our business initiatives and our CSR activities aim to
make a difference under key social pillars such as Education and Environment. We devote resources

to support projects such as graduate youth intemship and rndustrial attachment programs to facilitate
skills transfer, environmental care in which we have committed lo comply with the Environmental
Management and Coordination Act (EMCA).

Specifically, Kiriwasco has a Workplace Environmental Policy and continues to implement
environmental awareness progrzunmes among staff. Kiriwasco also ensures that projects funded
comply with the National Environmental Manageme[t Authority (NEMA) requirements. We recognise
that good CSR embraces all aspects ofsustainable development and lhe way we affect people through
our business operations. KIRIWASCO operates in a way that safeguard against unfair business

practices. We believe that a responsible approach to developing relationships between companies and

the communities they serve is a vital part ofdelivering business success.

r5

KIRINYA(;A WATER AND SANITATION COMPANY LIMITED
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CSR/Sustainability Ileport Continued :

When carrying out our business, in consultation with our customers, we determine the environrnental,

social and economic issues and continually review our policies and business practices lo encourage

engagement with small and medium enterprises.

The success of KIRIWASCO as a water service provider is based on our people and we seek to recruit,

retain, reward and develop the best creative talent in our organisation. We continually seek to improve

through training the needs ofour employees.

t6



ANNUAL REPORTS AND FINANCIAL STATEMENTS
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9. BoARD oF DIRECToRS' REPoRT FoR THf, YEAR ENDED 30 JUNE 2019

The Board members present their repod and audited accounts lor the year ended 30 June 2019 which

discloses the state of atTairs of KIRIWASCO at that date. Thc financial statements cover a period of
l2 months.

PRINCIPAL ACTIVITY
The principal activity of KIRIwASCO is to ensurc efficient and sustainable provision ofquality and

affordable water and sewerage services in Kirinyaga Districl and part of Mbecrc District.

MAIN BUSINDSS OPERATING OI}JECTIVES
The Company's main business operating objectives include, but not limited to, the lollowing

(a) Increase stake holder's awareness on water sector refomls

(b) lmprove access to sustainable and safe water

(c) Increasc the demand for available safe water

(d) Increase the access lo improved sanitation

(e) Achieve operational financial sustainability

RIiSU L'fS
The entity's results for the year ended 30rh June 2019 are set out on page 2l

DIRECTORS
The Board members who served during the year ale shown on page 5 & 6

AUDITORS
The Auditor Gencral is responsible for the statutory audit of thc entity in accordance with the Section

ofthe Public Finance Marugement (PFM) Act,20l2, which empowers the Auditor General to nominate

other auditors to carry out the audit on his behalf.

VISION
To be a role model water services provider in Kenya

MISSION
To provide safe and cleal, water tkough, reliable, affordable and sustainable water services to our

customers by developing facilities and managing systems in the most efficienl and efl'ective manner'
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ANNUAL RIiPORTS AND FINANCIAI, STATEMEN'TS
FOR TIIE YEAI{ ENDED 30I II .IUNE, 20I9

9. STATEMENT OF DIRECTORS' RESPONSIBILITIES

The Kenya's Companies Act requires the directors to prepare financial statements lor each financial
yea., which give a true and fair view ofthe state ofaffairs ofthe Company as al the end ofthe financial
year and of the operating results ofthe Company for that year. It also requires the directors to ensure

the Company keeps proper accounting records, which disclose with reasonable accuracy, the financial
position ofthe Company. They are also responsible for safcguarding the assets ofthe Company.

The directors accept resporNibility for the annual financial statements, which have been prepared using

appropriate accounting policies supported by reasonable and prudent judgments and eslimates, in
conformity with Intemational Financial Reporting Standards and the requirements of the Kenyan
Companies Act. The directors are ofthe opinion that the financial statcments give a true and fair view
of the state of the finarcial affairs of the Company and of its operating results. The directors further
accept responsibility for the maintenance of accounting records, which may be rclied upon in the

preparation of financial statements, as well as adequate systems ofinternal control.

Nothing has come to the attention ofthe directors lo indicate thal the Company will not remain a going
concem for at leasl the next twelve months from the date oflhis statement.

Approval of Financial Stttemcnts

water and Sanitation C nancial statemenls for the Year ending 3orh June(ed. Fi
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REPUBLIC OF KENYA

PRS-H
HEADqUARTERS

Anniversery Towers
Monrovia Street

P.O. Box loo84-ooloo
NAIROBI

REPORT OF THE AUDITOR-GENERAL ON KIRINYAGA WATER AND
SANITATION COMPANY LIMITED FOR THE YEAR ENDED 30 JUNE, 2019

REPORT ON THE FINANCIAL STATEMENTS

Qualifiod Opinlon

I have audited the accompanying financial statements of Kirinyaga Water and
Sanitation Company Limited set out on pages 21 to 43, which comprise the statement
of financial position as at 30 June, 2019, and the statement of profit and loss and other
comprehensive income, statement of changes in equity, statement of cash flows and
statement of comparison of budget and actual amounts for the year then ended, and
a summary of significant accounting policies and other explanatory information in

accordance with the provisions of Article 229 of the Constitution ot Kenya and
Section 35 of the Public Audit Act, 2015. I have obtained all the information and
explanations which, to the b€st of my knowledge and belief, were necessary for the
purpose of the audit.

ln my opinion, except for the effect ol the matters described in the Basis lor Oualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position ot Kirinyaga Water and Sanitation Company Limited
as at 30 June, 2019, and of its financial performance and its cash flows tor the year
then ended, in accordance 'ivith lnternational Financial Reporting Standards (IFRS)
and comply with the Water Act, 2016 and the Companies Act, 2015.

Basis for Oualilled Opinion

1.0 Presentation of the Financial Statements

The financial statements reflect the following anomalies:

i) The statement of profit and loss and other comprehensive income refers to both
the rinance cost and taxation at Note 19. However, the Notes to the financial
statemenls reflect finance cost at Note 19 and taxation at Note 20. ln addition,
Note 20 is not referenced in the statement ol financial position.

ii) The other income balances reflected in Note 10 to the financial statements have
not been totalled contrary to the format prescribed in the Public Sector
Accounting Standards Board (PSASB) reporting template issued in June, 20'19.

iii) Water reconnection fees and short-term loan are both denoted under Note 9(e)
to the financial statements in the statement of profit and loss and other

Rcpott ol the .lutltto.1l.nlral on Kninloao tl'ot.r unl sdnitdti@ Co,nryn l-inned ht the feo enlcd
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comprehenslve income and statement offinancial positon. However, the two are
reflected in Note 9(e) and Note 9(c) respectively.

iv) Contrary to lnternatonal Pubtic Sector Accounting Standard (lpSAS) No i, the
table of contents to the financial statements denotes the tite to the statement of
llnancial position to be 'tor the year ended 30 June, 2019' instead ol .as at
30 June, 2019'.

v) Some ofthe balances reffected in the financial statements contain decimal points
contrary to normal practice that rounds off each balance to the nearest \ hole
nUmber.

The statement of profit and loss and other comprehensive income reflects a nil
comparative balance for Water Regulatory Board levies comparalive balances.
However, Note 15 to the audited 201712018 financial statements had reflected a
balance of Kshs.'13,215,744 in respect to the item.

ln view of these issues, the presentation of he financial statements is incorrect and
does not comply with the format prescribed by the PSASB.

2.0 UncontirmedBalances

ludikn-Gen!rul on Ki7in!\,ga tlotq ond Sanitotion (bnpant Linitet lot the ]eo cnd.d
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2.0.1 Water Salos

The statement of prolit and loss and other comprehensive income reflecits water sales
revenue totalling Kshs.147,455,763 tor the year under review, as further disclosed in
Note 9(d) to the financial statements. However, analysis of the monthly billings
indicated that the totat bi ings during the year amounted to Kshs.148,465,566.
Therefore, the reported revenue is short by Kshs.1.009,803. Further, examination ot
the M-Pesa statements provided for audit indicated that water sales worth
Kshs.310,020 were not posted to the ledger.

As a result of these anomalies, accuracy and completeness of the revenue totalling
Kshs.147,455,763 reported in the financial statements could not be confirmed.

2.0.2 Comparatlve Government of Kenya Grants

The statement of comparison of budget and actual amounts lor the year under review
reflecls a nil difference between budgeted and actual Govemment of Kenya (GOK)
grants. However, the statement reflects receipts totalling Kshs.172,824 in respect to
the item.

Consequently, the deficit of Kshs.'l '1.259,776 reflected in the statement, being the
shortfall of revenue over expenditure, is oversiated by Kshs.172,824 and ls therefore
not fairly stated.

2.0.3 Ca3h and Cash Equivalonts

The statement of financial position reflects cash and cash equivalents totalling
Kshs.19,013,615 and a comparative balance of Kshs.21,795,081 forthe account. as
further disclosed in Note 6 to the financial statements. However, the comparative



2017l20'18 savings account's balance totalling Kshs 849,632 is incorrectly reflected as
a current account balance

As a result, the comparative balance for cash and cash equivalents is not fairly stated

2.0.4 Directors Costs

Note 13 to the flnancial statements reflects Kshs.6,293,606 in respect to Directors'
costs. However, records on expenditures totalling Kshs.1,610,120, spent on Directors'
activities, including invitation letters, the attendance register and Board minutes, were
not provided for audit review.

ln the circumstance, the accuracy and propriety of the directors'costs totalling
Kshs.1,610,120 reflected in the financial statements could not be confirmed.

2.0.5 Staff Loans

The statement offinancial position reflects receivables totalling Kshs.124,686,843, as
at 30 June, 2019, as further reflected in Note 4 to the financial statements The balance
includes loans totalling Kshs.170,114 advanced to four (4) members of staff to
purchase laptops. However, personnel records indicated that the officers were no
longer employed by the Company. Further, there was no record of efforts made by
Management to recover the advances.

ln addition, the approved loan application forms, and records on how the laptops were
procured, and the basis on which the loans were advanced, were not provided for
audit review

ln vaew of these issues, the receivable's balance totalling Kshs.124.686,843 as at
30 June, 2019 may not be wholly recoverable.

2.0.6 Short-Term Loan

The statement of financial position as at 30 June, 2019 reflects Kshs.147,518 in
respect of a short{erm loan, as further reflected in Note 9(c) to the financial
statements However, the loans ledger was not presented for audit review and as a
result, the accuracy of the balance could not be confirmed

2.0.7 Prior Year Adiustments

The statement of changes in equity for the year under review reflects praor year
adjustments totalling Kshs.1,169,632. However, the adjustments should have been
made against the respective audit components in the yearthe misstatements occurred
and the comparative balances restated in the year under revrew, as required by
lnternational Accounting Standard No.8 - Changes in Accounting Estimates and
Errors.

Therefore, the prior year adjustments totalling Kshs.1,169,632 are not fairly stated
The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutaons (lSSAIs) I am independent of Kirinyaga Water and Sanatation Company
Limited Management rn accordance with ISSAI 130 on Code of Ethics I have fulfllled
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other ethical responsibilities in accordance with the ISSAI and in accordance with other
ethical requirements applicable to performing audits of financial statements in Kenya.
I believe that the audit evidence I have obtained is sufficient and appropriate to provide
a basis for my 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. I have determined that there are
no other key audit matters to report in the year under review.

Other lnformation

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 expected to be made available after that date.

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

ln connection with the audit of the financial statements, my responsibility is to read the
other information and, in doing so, consider whether the other information is materially
inconsistent with the financial statements or the knowledge obtained in the audit, or
otheMise appears to be materially misstated. Based on the work I have performed
on the other information obtained prior to the date of this auditor's report, if I conclude
that there is material misstatement of this other information, I am required to report
that fact I have nothing to report in this regard.

Other Matter

'1.0 Budget Control and Performance

1.1 Revenue

The statement of comparison of budget and actual amounts reflects an approved
revenue budget totalling Kshs.178,000,000 and actual revenue totalling
Kshs.169,850,748 resuiting in a net revenue shortfall of Kshs.8,149,252

Expenditure

The statement of comparison of budget and actual amounts reflects an approved
expendrture budget of Kshs.1 57,969,689 and actual expenditure of Kshs 169,229,465
resulting to a net over-expenditure of Kshs.11,259,776 comprised of an over-
expenditure of Kshs.23,189,059 on five (5) items and under-expenditure of
Kshs.1 1,929,283 on four (4) items.

The net under-expenditure indicates that some ofthe activities and services budgeted
for under the frve items may not have been implemented or completed.

1.2 Unbalanced Budget

The statement of comparison of budget and actual amounts reflects Kshs. 178,000,000
and Kshs.l 57,969.689 in respect of approved revenue and expenditure budgets

ReN,t ol tlv .1ldito.-GeErul oa Kiti4ag boter ond Sonitotid ( onpaO l-inital lor th. t ended
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respectively resulting to a budget deficit of Kshs20,030,311. No explanation was
provided for the preparation and approval of a deficit budget contrary to Regulation
31(c) of the Public Finance Management (County Governments) Regulations, 2015
which requires Accounting Officers to prepare balanced budgets.

Further, no records were provided lor audit to confirm that the over-expenditure
totalling Kshs.23,189,059 was approved by the Accounting Officer, as required by
Regulation 43(2) of the Public Finance Management Act (County Governments)
Regulations, 2015

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the matters described in the basis for conclusion on la,/vfulness
and effectiveness in use of public resources section of my report, I confirm that,
nothing else has come to my attention to cause me to believe that public resources
have not been applied laMully and in an effective way

Basis tor Conclusion

1.0 Non-revenue Water

Examination of water productron records indicated that the Company produced
6,166,164 cubic meters (m3) of water during the year under reviev/ However, only
2,428,775 cubic meters (m3) or 39 % of the volume produced \ryas billed to customers.
Therefore the balance totalling 3,737,389m3 or 61o/o ol the production represented
Non-Revenue Water (NRW). The NRW was 36 percentage points above the allowable
loss of 25% prescribed in Schedule E of the Water Services Regulatory Board
(WASREB) guidelines.

As a result, of the total production for the year totalling to 6.166,164 cubic meters (m3),

only 1,541,541m3 or25% with potential revenue amounting to Kshs.87,266,636 at the
Company's average selling price of Kshs.56.61 per cubic meter was allowable loss.
The balance totalling 2,195,848 m3 or 36% with an estimated sale value of
Kshs.124,306,955 was non-allowable loss. Therefore, both allowable and unallowable
NRW may have resulted in a loss of income totalling Kshs.2'11,573,591.

The large volume of NRW indicated that the Company's water drstribution system was
inetficient, or water supplies accessed by a significant number of residents of the
County were not metered and paid for. ln addition to being a hindrance to profitability,
the perennial NRW losses may cause the operations of the Company not to be
sustainable.

2.0 lrregular Payments and Provisions

Examination of records on personnel costs revealed the following irregularities
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2.0.1 Leave Allowance

Records on leave allowances reflected payments totalling Kshs.'106,500 paid to ten
(10) employees However, analysis of the payroll data indicated that the employees
were entitled to allowances totalling Kshs.43,500 only, resulting to an over-payment
of Kshs.63,000. ln the carcumstance, the regularity of the overpayment could not be
confirmed.

Further, personnel records reflected budget provisions for leave allowance totalling
Kshs.4,934,037 payable to staff in lieu of leave not taken. However, the provisions
were made contrary to Chapter 10.2.1 of the Company's Human Resource Policy
Manual whrch forbids the accrual of annual leave days and prescribes that these be
expended within the year they fall due, or be forfeited.

Therefore, Management's action in setting aside the allowances may have breached
the Company's own policy on annual leave for staff.

2.0.2 MileageAllowance

Records on Board expenses indicated that mileage allowances totalling Kshs.584,814
were paad to two senior executives of the Company at Kshs4o, Kshs'140 and
Kshs.93,145 per month. Out of the total sum paid, Kshs.332,568 was paid to one of
the executives for six months However, Section 6.9 of the Company's Human
Resource Policy and Procedures Manual provides that each executive is entitled to
mileage allowances payable at Kshs.30,000 per month and so the payment that
should have amounted to Kshs 180,000 over the six-month period was overpaid by
Kshs 152.568.

ln addition, the payments totalling Kshs 584,8'14 were not subjected to Pay-As-You
Earn (PAYE) tax contrary to the Kenya Revenue Authority (KRA) circular reference
1005/1 dated 1 March, 2017 which classified mileage allowances as employment
income on which PAYE was chargeable. The omission was not only irregular but could
result in the Company being penalized for failure to adhere to tax laws.

3.0 Failure to Surrender lmprests

Note 4 to the financial statements for the year under review reflects Kshs. 124,686,843
in respect to receivables as at 30 June, 2019. The receivables balance includes un-
surrendered imprests totalling Kshs.8,825,7'13 outstanding since 2011 Failure to
recoverthe imprests contravened Regulation 93(5)of the Public Finance Management
(County Governments) Regulations, 2015 which requires holders of temporary
imprests to account or surrender them within seven (7) working days after returning to
the duty station.

ln the circumstance, Management may have breached the law on administration of
imprests.

4.0 Lack o, Ethnic Diversity

The Company's staff establishment at the time ofthe audit was comprised of 157 staff,
out of whom three (3) were recruited during the year under review. However, the three
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were from the ethnic community domrnant in the County contrary to Section 65(1)(e)
ofthe County Governments Act, 20'12 which requires that at least 30o/o of vacant posts
at entry level to be filled by candidates who are not from the dominant community in

the County

The audit was conducted rn accordance with ISSAI 4000. The standard requires that
I comply with ethical requirements and plan and perform the audit to obtain assurance
about whether the activities. frnancial transactions and information reflected in the
financial statements are in compliance, in all material respects, with the authorities
that govern them. I believe that the audit evidence I have obtained is sutflcient and
appropriate to provide a basrs for my conclusion

Conclusion

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

Basis for conclusion

1.0 Lack lnformation and Communication Technology Policy

Audit review of the lnformation Technology Communication (lCT) activities indicated
that the Company had not set policies to guide its use of ICT resources. The policy
would address among other important issues, acquisition of resou.ces, data security,
business continuity and disaster recovery procedures among other matters.

As a result, the Company's data may not be secure and its ICT resources may not be
procured and used effectively.

2.0 Lack of a Fixed Assets Regisler

Contrary to Section 149(2)(0) of the Public Frnance Management Act, 2012, the
Company did not maintain an asset register for its property, plant and equipment
valued at Kshs.84,446,338 as at 30 June, 2019.

ln the circumstance, the Company was rn breach of the law and its fixed assets were
not managed in an accountable and eflective way

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330.The
standards require that I plan and perform the audit to obtain assurance about whether
effective processes and systems of internal control, risk management and governance
were operating effectively, in all material respects I believe that the audit evidence I

have obtained is sufflcient and appropriate to provide a basis for my conclusion.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENIS

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

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS RISK MANAGEMENT
AND GOVERNANCE
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i. I have obtained all the information and explanations which, to the best of my
knowledge and belief, were necessary for the purpose of the audit.

ri in my opinion, adequate accounting records have been kept by Kirinyaga
Water and Sanitation Company Limited, so far as appears from the
examination of those records; and,

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

Responsibilities of Management and the Board of Directors

Management is responsible for the preparation and fair presentation ofthese financial
statements in accordance with lnternational Financial Reporting Standards (IFRS) and
for maintaining effective internal control as Management determines is necessary to
enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error and for its assessment of the effectrveness
of internal control, risk management and governance.

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

Management is also responsible for the submissron of the fanancial statements to the
Auditor-General in accordance with the provisions of Section 47 of the Public Audrt
Act. 2015.

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

The Board of Directors is responsible for overseeing the Company's financial reporting
process, reviewing the effectiveness of how the entity monitors compliance with
relevant legislative and regulatory requirements, ensuring that effective processes and
systems are in place to address key roles and responsibilities in relation to governance
and risk management, and ensuring the adequacy and etfectiveness 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 lrom material misstatement, whether due to fraud or
error, and to issue an auditoas 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 lhe Constitution Reasonable assurance is a high
level of assurance, but is not a guarantee that an audit conducted in accordance with
lSSAls will always detect a material misstatement and weakness when it exists.
Misstatements can arise from fraud or error and are considered material if, individually
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or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these financial statements

ln addition to the audit of the financial statements, a compliance audit is planned and
performed to express a conclusion about whether, in all material respects, the
activities, financial transactions and information reflected in the financial statements
are in compliance with the authorities that govern them and that public resources are
applied in an etfective way, in accordance with the provisions of Article 229(6) of the
Constitution and submit the audit report in compliance with Artjcle 229(7\ ol lhe
Constitution.

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

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

As part of an audit conducted in accordance with lSSAls, I exercise professional

Judgement and maintain professional skepticism throughout the audit. lalso:

ldentify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audrt procedures responsive to
those risks, and obtain audit evidence that is sufflcient and appropriate to provide
a basis for my opinron The risk of not detecting a material misstatement resulting
from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control

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

Conclude on the appropriateness of the Management's use of the going concern
basis of accounting and, based on the audit evidence obtained, whether a material
uncertaanty exists related to events or conditions that may cast significant doubt on
the Company s ability to continue as a going concern or to sustain its services. lf
I conclude that a material uncertainty exists, I am required to draw attention in the
auditols report to the related disclosures in the financial statements or, if such
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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 presentataon

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

Pe.form such other procedures as I consider necessary in the circumstances

lcommunicate with 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.

CPA N
AUDITOR.GENERAL

Nairobi

'11 January, 2022
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disclosures are inadequate, to modify my opinion. My conclusions are based on
the audit evidence obtained up to the date of my audit report. However, future
events or conditions may cause the Company to cease to continue as a going
concern. or to sustain its services.

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

CBS



KIITINYAGA WAT ER AND SANITA'TION COMPANY LTD

ANNUAL ITEPORTS AND FINANCIAL STATEMEN'TS
FOR'I'tIti YEAR IiNDED 3OT'I JT]NE,20I9

.r s IAl l,lM I,l OF PROFTT AND LOSS
,I'IIIIT (]oNIPRTJITENSTVE INCoME Ir()R I It t,l

YLAIT I,tNt)It) ",,rrJN8.2019

t{t,tvr,rN t:l,lli NO' ,tS 20I Ilt20tt) 20t1t2ofil
Water salcs e (d) t 47 ,4 55 ,7 63 .00 1 44 ,7 07 ,26 5 .00

I{cconnection Iee 9 (e) 1.2'17,000.00 1,578,100.00

GOK Cranls e (D t'72,824.00 345,648.00

Other lncomes IO 17,228,161.00 2,253 ,262 .00

Tender fees, sale ofjericans,
firewood and capital works ll 3,7t7,000.00 4,010,000.00

169,850,7{8.00 152,894,27s.00

I.t\t,t.\r)r r'( It I,l

I)crsonnel Cosls

[)irectols ( ()sts

t2 85 ,'7'7 I ,17 7 .00 7 9 ,382,593 .00

tl 6.291,606.00 1,857,575

l4 20,725 ,280.0u

Opcration & Maintenance Costs t5 42,r 58,019.00 46,161,133.00

Provision lbr depreciation l6 4,410,609.00 4,095,41 8.00

Amortization ol inlangible assets l7 3 t9,702.00 419,3 t 4.00

Water RJgulalory Board Levies l8 8,470,482.00

Finance Costs l9 t6'7,996.00 160,759.00

't'o't,\t. t52,862,072.00

(t)t,)rt( t't)/sUttPt,us
llDlfot{ti 'I Ax 621,285.00 32,203.00

'Iax l9 186,386.00

(DEFICI'TYSURPLUS AFTER
TAX {14,900.00 32,203.()0

2t

21 ,637 ,8s3 .00

t 69 ,279 ,463.00

Admirristration Costs



ANNT]AI, REPORTS AND FINANCIAL STATEMENTS
FOIi TTIE YEAR ENDED 3OT'I .IUNC, 20I9

I2.2 S'tA'IEMENT OF FINANCIAI, POSIl'tON AS AT 30Irr,IUNE 201'

Notcs 20lli/2011) 2017 t2018
KShs KShs

ASSItTS
Non-Current Assets
ProDerties, Plant and Equipment 2 84,446,338 '1'1,986,560

Intangible Asset 2.a 960.067
8s,086,701 18,916,62'7

(lurrcnt Asscts
Cash & Cash Equivalents 6 r 9,0 r3,6 r5 21,795,081
Inventorics 5 13,456,792 9,236,429
Ileccivables .1

157,157,251 137,s62,505
'T0,TAI, ASSETS 242,243,957 216,s09,r32
I,IAI}II,ITIES AND EOUI'TY
Non-Current Liabilif ics
Long term Loan 0 0

Currcnt Liabilities
Short term Loan 9e t47,5t8 t 47,518
Customer Deposits 7 29,584,620 26,800,'720

Prepayments ,t 2,936,486 1,866,958
Creditors & Accruals 9 80,397 ,703
Defened Income
Taxation

8,262,545 0
t86,386 0

Currenl Accounl (Cooperative Bank ) 0 860,324
Current Account (Equity Bank) 0 0

TOTAI, I,IABILITIES 131,687,530 11o,073,222
LQt.rl'r'Y
Capital Reserves 2l 43,587,914 43,587,914
Capital Grants 22 58,201,417 58,687,435

Rcvcnue Reserves 23 s.765.092 4.160.560
Total Equity 107,556,{22 106,.r35,909
Tol'AL 212,21-r951 216.509.132

I

The finAncial stalem rc approved by thc Bo"'a on 3Oiolla:eo ?oll)ond signed onitsbehalf

ng Director cad of F'ina ncc (lhnj he lloard

.@
e: liphantus Ma Namc: Joyce Mugambi

rcPAK M/No I q65a
22

Namc: Fidesius Nyaga

KIIIINYAGA WATER ANI) Sr\N|I'ATION COMPANY L'tt)

640.365

124.686.841 l!q530,995



KIRINYAGA WATEII AND SANITATI oN COMPANY LTD
ANNUAI, RtrPORTS ANI) FINANCIAI, STA

,T1]MI.]N'TS

FOR THE YEAR ENI)fD ]OTII 'IUNE,2OI9

Capitrl Revcnue
reserves

Capital
Crants 'lbral

KShs KShs Kshs KShs

Ilalance as at I Jul 2017 ,13,5117,91.1 (17,021,11,r) 45,263,279 7 |,827 ,059

32,203

0

32,203I'rolit / Loss lbr the
0

(l ital Granls 13,424,156 13,424,156
0

l)rior ustmcnts 2 t,152,491 21,152,491

Balance as at 30 June
2018 43,5tt7,9t,1 ,1,160,560 5It,687,.tf5 r06,435,909

llahnce as rt 1.lul 20tlJ ,l3,sll7,9l d ,1,160,560 5n,687,,13S 106,4-15,909
0

Profit / Loss lor the 434.900 414,900
0

Ca ital Grants
()

0

Amortization of caPital
(484,019) (484,019)

0

I'rior ar ad ustnlcnts t,169,631 |,169,632

Balance as at 30 June
2019 43.sX?J1 5.26s,092 5820.3J,r.2 1o1.556.422
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KIRINYAGA WATER AND SANITA'I'I()N COMPANY LTD
ANNUAL Rf,PORTS AND FINANCIAL STATf,MENTS
FOR TTIE Yf,AR ENI)ED 3OT'I JUNE,20I9

2018/2019 20t1t20fi|
Notes Kshs Kshs

Cash florv from ODerEting Activities
(Dcficit) / surnlus for the yerr 621,2a5 32,20-1

Adiustrn0nts for:
Provision lor Depreciation 4,410,609 4,095,418

Amortization of intangible Assets 319,7 02 479,314
1,566,0s 1 t,841.440

Amortization of capital Grants (484,019) (606,501)
Prior year adiustmenl 1,169,632 2t,152,491

7,603,260.2{ 27,000,36-1

Adiustmcn(s for lvorking caD ital changcs:
(lncrease)/Decrease in Receivables (19,721,899) (22 ,23 | ,668)

(lncrease)./Decrease in WIP (s,972,942) ( 18,256,097)
(lncrease)/Decrease in Invenlories (4,220,363t 855, t77
Increase(Decrease) in Customers Deposits 2,783,900
Increase/(Decrease) in Prepayments(i.e prepaid

debtors)
Increasc/(Decrease) in Creditors & Accruals

1,069,528 _( 307,795
2,054,86813,172,272

Increase/(Decrease) in deferred income 8,262,545 0

lncreasc/(Decrease) in Cunent account Co-op Bank -860,324 (3;7 41 ,633)
Increase/(Decrease) in Short term Loan

incrcasc/(Decrease) in Cunent account Equity Bank
0 (786,023)
0 (32s.473)

Changcs in working capital (5,187,280.76) (10,1.r-1,119)

Cash gcnerrted Irom operations 2,1t5,979 (I3,I.t2,986)

Cash flow from Investinq Activities
Purchase ofpropeny, plant & equipment (4,891,446) (4,488,340)

Purchasc of intangible asset t)

Net Cash generated from/(used in) investing
Activities (1,897,4.r6) (.r,.r li ri,-.1t 0 )
Cash florv from Finar,r r4l' Activitics
Crants
Net lncrease/(decrease) in Cash and Cash
Equivalents

0 14.030,6150

(-1.600,666)(2,181,4671

Crsh rnd Cash Equivnlcots at Y!4LE!d
llalancc a( the start of the ycar 21,'195,082 25,195,748.00

Ualancc as at 30 June 2019 (, r 9,013,615 21,795,01 .556
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ANNUAL REPORTS AND FINANCIAL STATEMENTS
FOR TIIf, Yf,AR ENDED 3OTH JUNE.2019

r2.5 STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS FOR THE
PERIOD ENDED 30 JUNE 20I9

20t8/2019 20 t/u\9 2018/2019

RT]VI]N TJ I' BUD(;E'I' ,\("t IIA t,s PERFORMANCE
DIFFERENCE

156,000,000 I4 7,455,163 8,544,23'7

Reconncclion fee 4,500,000 1,2',71,000 3,223,O00

GOK Crants 172.824 0

17,500,000 20,945, r6 r -3,445,t61
'ro'IAl, INCOMU 178,000,000 t69,850,718 8,322,O16

EXPT]NSES

Personnelcosl

Directors cost

79,264,528 85.17 t,171 -6,506,649

-2,7 43,6061,550,000 6,293,606

Training and capacity building 1.500.000 692,690 807,310

Administralion cosls

Rental/leascs 330,000 124,600 5,400

Email & lnternct Expenses 700,000 678,2-/9 21,721

PostaSe & I cleSram Expcnses 700,000 546.660 153,340

Library expenses I 10,000 65,400 44,600
'[elephone I]xpenses t,980.000 1,379,359 600,641

Insurance of Motor Vehicles & Other
assets

200,000 91,127 t08,271

SlafIs Mcdical Cover 5,712,000 5,102,407 609,593

AGM expcnses

Ren.-ral of water lariff
1,000,000 0

250,000 250,001

200,000Review ofPolicies(pro poor ) 200,000 0

Stationery 500,000 l,6E4 388,3 t 6

400,000 176,020 -3 7 6,020

StalTPlacemenl 650,000 65.300 584,700

Staff Wclfare EEt,280 9E7,325 -106,045

StalT Mce(ings 400.000 0 ,{00,000

Advertising and publiciry 500,000 t4l,l60
PublishinS & PrintinSs 150,000 4{i5,959 - 135,959

Travelling & Accommodation 4,t66,089 4,406,601 -240,512
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Olhcr lncomes

1,000,000

0

Public Relalions

156,640



r I.5 STATEMf,NT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS FOR THE
PERIOD f,NDED 30 JUNE 2019 Continued.....

ANNUAL R-f,PORTS AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED 3OTH JUNE, 20I9

l
)

BT]DGE'T ACTUALS PERT'ORMANCE
DIFFERENCE

legal charges t.000,000 722,121 277,279

Debr Collection 200,000 0 200,000

Security Expenses 4,680,000 4,393,760 286,240

Provision for Audit fees 464,000 464,000 0

2sJ73J69 20,9J5,162 1,128,207

Operalions costs 0 0

Computer Expcnses 150,000 550,560 -200,560

Computcr software maintenance 200,000 26r,000 -61,000

Computer servcr mainlenance 100,000 33,900 66,100

Up8radinS of LAN and
maintenance of Website

200,000 222,518 -22,578

Uniforms 400,000 248,90',7 l5l,09l
Sporls & games 1,500,000 1,653,530 - 153,530

Electricity for productions 4,400,000 2,981,260 t,4t8,740

Electricity for Lighling 620,000 603,909 r 6,091

Waler bill 200,000 600 199,400

Maintenance of fumilurc and
fittings

400,000 15,040 384.960

Chemicals 5,760,585 4,272,082 1,4EE,503

Transport fuels and diesel 2,662,443 3,083,032 -420,589

Subscription to
(WASPA)NEMA,/WRUA

150,000 85,000 65,000

Water Pcrmits and subscriptions
(WARMA Levy)

2.264,000 5,663,970 -3,399,970

Operetions cosB Sub total 19,207,028 r9,675,368 -468,3{0

Mrintcnance cost

Transpo( orrerating exPenses r,3?0,000 1,261,252 t02,'738

Transport hire and machinery 300,000 97,420 202,580

ollice Repairs, Painting &
Renovalion

450,000 210,606 179.394

Maintenance of Melers 0 300,000

26
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I I.5 STATI]MENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS TOR THf,
PERIOD E\Df,D 30 JUNE 2019 Continued........

ANNUAL FSPORTS AND FINANCIAL STATEMENTS
FOR THf, '1EAR ENDf,D 3OTII JUNE, 20I9

BUDGET ACTUALS
PfRFORMANCE
DIFFERENCE

Maintenan.:e of plant equipment 250,000 36,050 213,950

Cleaning l\raterials 480,000 I 10,923 369,0'.7',|

Pit l,a(rine construction 100,000 25,9',70 74,030

KERS lev)

water supl,lies rehabilitation
augDcnlal on & maintenance works

Rerouting rf pipeline network

Rerouting :fpipeline
network(K eRRA)
ReroutinS )fpipeline

wea Makima)
Incrcase(l)ecrease) in Provision for
bad debts

lllainlcna rcc cost Sub totnl

Op€ratioD and Maintenance costs
Tolrl
Provision br Depreciation

3,000,000 0 3,000,000

6,992,520 3,1'.t9,233 3,2t1,287

500,000 3511266 148,?34

0 r 1,788,418 -r 3,788,438

0 I,r89,454 -1,189,454

0 1,566,051 -t,566,05 r

t),7 42,520 22,482,613 -8,740,153

32,949,548 42,15q,041 -9,208y'93

0 4,410,609 -4,410,609

Amortizat on ofintangible assets 0 -319,702

Water Regulatory Board Levies t 5,000,000 8,410,482 6,529,518

Finance c(,st 332,244 t61,996 164,248

To(al ExDenditure 1s7,969,689 t69,229,165 -11,259,116

Surplus(D3ficit) 20,030,3 t I 62i,281
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ANNU,IL Rf,PORTS AND FINANCIAL STATIMENTS
FOII TIIE YEAR ENDf,D 3OT'' JUNE.2OI9

N().TI]S TO TIIE FINANCIAL S1'ATEMI'N'TS

Ki nyaga Water and Sanitation Company is a water Service Provider Company Limited by

guaranlee and incorporated under the Companies Act Cap 486 ofthe laws ofKenya.
KIRIWASCO has been mandated through a Service Provision Agreement (SPA) to carry out water

and seryemge services irr both urban and rural areas of Kirinyaga County. The Company takes

charge ,rfpublic resources in order to provide quality, affordable, reliable, sustainable and portable

water and sewerage services in the target community. KIRIWASCO is joinlly owned by the

Govemment of Kenya, County Govemment of Kirinyaga and the Local Community.

The prixcipal activity of KIRIwASCO is to ensure efficient and suslainable provision ofquality
and affrlrdable water and sewerage services in Kirinyaga County and pans of Embu County

2. S'IA.TI,lMllNl' OF COMPLIAN('li AND BASIS OF PREPAllAl loN

The Financial Statements have bcen prepared in accordance with Intemational Irinancial Reporting

Standards (IFRS) under the historical cost convention.

The financial statements have been prepared and presented in Kenya shillings, which is the

functiolal and reporting cunency of the company.

The firancial statements have been prepared in accordance with the PFM Act, the State

Corporations Act, and Inlemational Financial Reporting Standards (IFRS). The accounting

policies adopted have been consislently applied to all the years presented.

The Put'lic Finance Management (P!-M) Act 2012 Section 192 provided the setting up ofthe Public

Sector Accounting Standards Board (PSASB). The Cabinet Secretary National Treasury, gazettted

membe|s of the Board through Gazette Notice No. I199 of 28 February, 2014. Following the

Board's approval on the adoption of the Intemational Financial Reporting Standards (IFRS) for

state organs operating as Commercial Business Entities and The lnternational Public Sector

Accounting Standards (IPSAS) for non-commercial entities, the pronouncements made by the

board have no significant impact on the entity's financial statement as Kirinyaga Water and

Sanitation Company has been preparing its financial statements in accordalce to IFRS.

28
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KTRINYAGA WA.TER AND SANITATION CO ANY LTD
ANNUAL REPORTS AND FINANCIAL STATDMENTS
FOR THE YEAR ENDED 301'I JUNE,20T9

NOTI|S TO THE FINANCIAL STATEMENTS CONtiNUEd....

3. APPLICATION OF NEW AND REVISED INTERNATIONAL FINANCIAL
REPORTING STANDARDS (IFRS)

The Public Finance Management (PFM) Act 2012 Section 192 provided the setting up ofthe Public

Sector Accounting Standards Board (PSASB) The Cabinet Secretary National Treasuty, gazetted

members of the Board thrcugh Gazette Notice No l199 of 28 February, 2014. Following the

Board's approval on the adoption of the Intemational Financial Reponing Standards (IFRS) for

stale organs operating as Commercial Business Entities and The International Public Scctor

Accounting Standards (IPSAS) for non-commercial entities, the entity has adopted the

pronouncements made by the IPSAS board in preparation of its current year financial statements.

Early adoption of Standards

The entity did not early adopt any new or amendcd standards in Financial Year 2018/2019

4. SUMMARY OF SIGNIFICANT ACCOUNTING POI,ICIES
(b) Revcnue Recognition and treatment ofGovernment (GOK) Grant

. Water ssles
The company adopts the accrual basis of accounting lor revenue. Revenue /sales is recognized

upon billing to the customers.
. (GOK) Grant

The amount ofgovernment grants comprises both capital and recurrent expenditure. The grants

have been recognized and accounted for as per IAS N0.20

Revenue from Govemment grant has been recognized as income over a period necessary to match

it with the expenditure for the period it was intcnded to support (i.e. July-June 2018-2019).

Specifically this grant relates to saiaries and no basis existed for allocating the grant to periods

other than the one in which it was received (i.e. salaries for ministry of Water and irrigation staff
paid on behalf of The Company).Therefore grants in recognition of specific expenses are

rccognized as income in the same period as the relevant expense.

. Reconnection fee
Revenue is recognized upon billing to the customers once their water is disconnected on ground.

. Miscellaneous
Relates to funds received for RFB project and payment ofcapital works on new connection

. Other incomcs
Relates to Surcharges to customers on illegal connectiols, Amortization of capital grants and

commission.
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. Deferred Income
These relates to part ofincome that was paid as compensation by KeRRA to.e-route pipeline to pave

way for roads being constructed.
IAS 20_(Disclosure for Govemment Crant and Govemmcnt Assistance) Iequires that govefiunent

grants be recognized in the profit or loss on a systematic basis over the periods in which the entity

iecognizes expenses lor the related costs for which the grants are intended to compensate'

AccJrding to the revenue recognition principle, the defened income has been recorded as a liability
in the balance shcet-

(c) Property, Plant and Equipment
items oi p.opeay, ptant and equipment are slated at historical costs less accumulated

depreciation.
Depreciation is charged on a reducing balance basis over the cstimated useful lives oflhe asset.

The annual rates ofthe depreciation uscd are as follows;
. Motor Vehicles/Cycles 25.0Y.

. Computer Equipmenlryobile phoncs 33'3%

. Fumiture, Fittings and Office Equipment, Plant 12 5%

. Water Meters 20 OYo

. Dozers 12.5Yo

. Bicycles, Water Kiosk 12 s%o

r Office building 2.000/'

(d) Intangible Assets
iniangible assets relate to software applications and are amortized at the rate of
33.3%
(e) Inventories
inventories are stated at the lower of cost and net realizable value. The cost of inventories

comp ses purchase price, duties, transportation and handing charges, and is determined on the

moving average price method
(f) Trade snd Other Debtors
iiade and other debtors afe stated at amortized costs less an estimate made fordoubtful rcceivables

based on a review of all outstanding amounts at year end. The provision for doubtful debts is at

l0o% and is applied to water sales customer debtors only.

(g) Taxation
iiie co*pany is registered under rhe Company's Act Cap 470 ofthe laws ofKenya and is therefore

liable to corporale lax al J0o/o of laxable income.

Judgment is required in determining the tax liability due to the complexity of legislation- There

are;any trans;ctions and calculations for which tax determination is uncertain during ordinary

course ofbusiness.'rhe company recognizes tax liability lol anticipated tax audit issues based on

estimates of whether additional tax will be due. where the final tax outcome of these matters is

different from amounts that were initially anticipated, such different will impacl the income tax in

the period in which such determination is made.

The calculation for corporate tax for the year 2018/2019 is as depicted in note 20'
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.KIRINYA(;A WATEII AND SANITA'I'I 0N COMPANY LTD
ANNUAL RI]PORTS AND FINANCIAL STATEMI.)N'I'S
FOR THE YEAR f,NDItD 30r,' .tt'NE, 2019

NOTES TO THE FINANCIAI, STATEMEN'I'S (lontinued

(h) Cash and .ash equivalent
For the purposes of cash flow statements, cash and cash equivalents comprise of bank balances
and short term deposits net ofbanks overdrafts.

(i) Risk Mrnsgement
This section provides details of the Company's exposure to risks and describes the method used
by the management to conlrol risks. The most important type of financial risk to which the
company is exposed are:-

(ii) Credit risk
To manage the level of credit risk, the company locuses on customer satisfaction as a key
performance indicator. It also maintains a short credit period.
Due to the nature ofthe company's activities credit risks concentrations are high and as such close
monitoring ofcredit relationships is carried out.

(iii) Liquidity risk
Liquidity risk arises in the general funding ofthe company's activities and in the management of
positions.
The company continually assesses liquidity risk by identifying and monitoring changes in funding
required meeling business goals and targets set in terms ofthe overall company strategy.

(iv) Market risk
The company had no any interest bearing financial instrument or obligation as at the end of
financial year and therc was no significant currency risk as no foreign tmnsaction ensued during
the year.

AS AT 3OT II JUNE
2018

(i) Incorporation
The Company is incorporated in Kenya under thc Companies Act.

(j) Currency
The Financial Statements have been prepared usinS Kenya Shillings (KShs.)

CASI] A'I' TIAND 123,410.00 220.034.00
BANK I]ALANCE 18,890,146.00 2t ,57 5 ,04',1 .00

AS AT 3OTII JUNE
20t9

]I



KIRINYAGA WATER AND SANI'I'ATION COMPANY LTI)
ANNUAL REPORTS AND FINANCIAL STATEMEN'IS
FOR THE YEAR ENDED 3OT'I JUNE,2019

(k) Trade and other payables
Trade and other payables are non-interest bearing, which is measured at the fair value of
contractual value ofthe consideration to be paid in future in respecl ofgoods and services supplied,
whether billed to the entity or not, less any payments made to the suppliers.

(l) Comprrative figures
where necessary comparalive figures for the previous financial year have been amended or
reconfrgured to conform to the required changes in presentation.

(m) Subsequent events
There have been no events subsequent to the financial year end with a significanl impact on the
Financial statements for the year ended June 30, 2018

(n) In-kind contribulions
In-kind contributions are donations that arc made to the entity in the form ofactual goods

and-/or services rather than in money or cash terms. These donations include Motor bikes and

water meters donated by Tana Water Services Board.

(o) Related p!rti€s
The company is a limited company by guarantee established under the companies Act Cap 486

and licensed by'I'ana water Services Board through a Service Provision Agreement (SPA).
The company is headed by the Board ofdirectors and corporate management team.

Key Management Compensation
IAS 24 requires an entity to disclose key management personnel compensation in total and by
Category as defined in the standard.

2017 /20fi1
Management Salaries 6,926,889 .20 5,916,000.00

Cratuity 2,548,252.00 2,197,820.00

Doard Expenditurc 6.291,606.00 1,857,575.00

Other Rclalcd I'a
2018/2019 20t7t2018

t3,215,'7 44 .008,470,482.00Rcgulatory board I-evics
85,000.0085,000.00WASPA

2,067,570.00WARMA 5,663,9',70
14,030,659.50WSTF- Funding 0

0'IWSB- Funding 0

345,(r48Governmcnt Salarv l'12,824
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ANNUAL REPORTS AND FINANCIAL STATIIMf,NTS
FOII TtIE Yf,AR ENDf,D 3OlII.IUNE,2OI9

NOTES TO TtIE FINANCIAL STATEMUN'IS Continued.

(p) Reserves
I. Capital reserves

Capital reserves represent net assets capitalized at the formation of the company and represent
the book values ofthose assets.

lI. Revenue reserves
Revenue reseryes represent the excess of the income over recurrent expenditure. This is as a

result accumulation ofsurph.rs and deficits over the yea6.

III. Capital grantr
G.O.K capital gants relates to Motor bikes and water melers donated by Tana Water Services
Board and also an amount ofsubsidy on a loan given to lhe organization under the "Maji ni
Maisha" World Bank funded project and also funds from Water Sector Trust Fund(WSTF) for
various projects as depicted in note 19. Amortization on these g.ants is calculated on reducing
balance basis on cost over the life ofthe asset.

(r). Budget information
A statemenl to reconcile the actual amounts on a comparable basis included in the statement of
comparison ofbudget and actual amounts and lhe actuals as per the statement of financial performance
has been presented under section I1.5 ofthese financial statements.

ll
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KIRINYAGA WATER AND SANITATION COMPANY L]'I)
ANNUAL REPORTS AND FINANCIAL STATEMENTS
FOR THE YEAR ENI)ED 301'' .IUNE,20I9

NOTES TO THE FINANCTAL STATEMENT Continued.

2 PROPI]RTY , PI,ANT & EQI]IPMEN'I' SCHI]DUI,E

COST

AT I July 2017

At 30 June 2018

COST

AT I July 2018

Additions

At 30 Junc 2019

ACCUMULATED
DEPRECIATION

Al I July 2017

Chargr fo.lhe yr

Al 30 June 2018

ACCUMULATED
DEPRECIATION

At 30 June 2018

Charg. fo.lhe yr

At f,o June 2019

07t

Toril

Kshl

903,73r

22 7

lt l6t

Kshs

u l6r

lr70 8t

5t

Kshr

-17 l9(

J It
{t 60t

Ksh!

{l 60t

NET AOOK
VALUE

At 30 June 2019

Orlicc
lluilding& Mobilc progrcss planr &

Kshs Kshs KshsKshs Kshs

29,962.3t2 4,517,910 7 )97,115 ll,l0.],{08 17,889,471.1,8.]2,820

r8,256.097 425,900 2,21t,340 01,79t,t00

{8,? 18,,r.}{) .1,5t7,9J0 7,E21,645 15,57{,748 t'7,u89,4175,621,929

Kshs Kshs Kshs KshsKshs Kshs

4,5t 7.9J0 ?,82t,645 35,57.1,7{8 t1 ,llu<),1715,611,919 18,218,{.}9

5,500 0 3,36',7,696 0|,524,250 5,9',72,942

.1,52.],.r.]0 7,82.),6{5 lE,9l2,{44 r7,889.,t777,1,18,179 5,r.r 9r,380

Kshs Kshs Kshs Kshs(shs

2,924,027 6,J69,637 21,{16.8.1:l t.554,791J,296,It91 0

t61,502.00 2,41r,581 326,694714.904 198,?38

6,?ll,tl9 :s.Ellt.t25 r,u8t,.185(l I,r 26,?65

Kshs Kshs KshsKshs

3,126,765 6,7.11,1.19 25,8{li,{25 I,8l ,4851,07t,795

l?4,583 212,627 2,6r8,804 120, t601,024,4)6

3,.10r,Jt8 7,00s,766 28,.t6',7,229 2,20t,6{55,096,21r 0

2,051,918 51,I9l,ltl0 1,222,082 817,880 10,475,215 15,687,832 84,446,f,11

1.39t.t65 1,090,506 9,726J23At 30 June 2018 1,552,1J4 48,218,4.19
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KIRINYAGA WATER AND SANITA'I'ION CoMPANY LTI)
ANNUAL REPORTS AND FINANCIAL STATEMENTS
FOR TtIE YEAR ENDED 3OTII JUNE. 20I9

NO-ttS TO THE FINANCIAL STATEMEN'IS ('ontinued ........

2n)INTACIBLD ASSETS

( ()s l' tntrngil,h xss(ls

AT I Julv 2017 3.607,219

Al J0 .,unc 2018 3,601,719

C]()S'T

AT I .rulv 2018 3,607.219

Ad(lilbns
At J0 June 2019 J,607,279

Anlorti?alion for
intsnqible rssels Kshs

At I July 2017 2,167,898

( lhll for thc 119 ll4
At 30.luDc 2018 1 641 2

Amorlization for
intangiblc assets Kshs

Al l.Iulv 2018 2,617,21I

Charge for lhe year 3 t9.102

A( 30 June 2019 2,966,91J

NE,I' BOOK VALUE

Ar 30.,unc 2019 6{0,-165

960,067At 30 Junc 2018
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ANNUAL REPORTS AND FINANCIAL STATEMENTS
FOR TTIE YEAR ENDED 3OTH ruNE,20I9

NO-I.ES TO .ThE TINANCIAL STATEMENTS Con.inued.........

3. WORK IN PROGRESS

Work in progress relates to an ongoing construction ofWanguru Decentralized Treatment Facility
not yet been commissioned and accounting software which is under implementation

Below is a schedulc of worl' in progress:

WORK IN PROGRESSS

I)A'f ll
CHEQUE
NO DESCITIPI-IoN i\MOUNl'

t0/23/20t8 cHQ NO 24r Bellagio Consultant ltd 2.434 ,606.00

t2t2l20\8 crrQ No 245 Bellagio Consultan( ltd 2.434 ,605 .90

1/t 4/20t9 cr tQ No247 Commissioner of income tax 167,904.00

6t28/2019 cr rQ No 947
Gravity Solutions Ltd-Sage Evolution
software 935,1t25.60

'I otrl 5,912,942.00

l6

KIRTNYAGA WATER AND SANI'TA1'ION COMPANY LTD



KIRINYAGA WATER AND SANITATION COMPANY LTD
ANNUAL REPORTS AND FINANCIAL STATEMENTS
FOR TIIf, Yf,AR ENDED 3OT'I JUNE,2OI9

NOTES TO TIIE FINANCIAL STATEMENTS Continued......

2018t2019

KShs
{ Rcceivablcs

Trade receivables 124,824,656 109, r 64,149
Less provisions for bad debts l07o ofclosing
receivables -12,482,466 - 10,916,41s

1 t2,342,190.3 98,247,734
Salarv Advances 1,t27,826 r,361,849
Staffloans )70,t14 170,114
StalfDebtors It,825,7t3 6,390,708
Commissioner of Income Tax 0 t4 5)q
Post Bank account 0 270,063
Rental prepaid 56,000 56,000
Co-op Bank(water supply)-Collateral for
SPA 2,165,000

124,686.843 106.s30,997
Invcntorics
Chemicals 1,107,655 118,848
Motor Vehicle/Cycles Spares 131,544 200,245
Meter Maintenance/Scrap 3,221,337 3,524,033
Water Supply Rehabilitation 8,466,681 s,071,818
Buildings Repair & Renovation 58,719 101,485
Cleaning materials 30,390
Stationery 440,466 0

0

13,456,192 9 J36,429
6 Cash & Cash Equivalent

Cash at bank

Savings Account (Cooperative Bank) 11,662,052 10,91 1,343
Cunent Account (Cooperative Bank)

6,395 0
Cunent Account (Equity Bank)

455,865.10 849,631.56
DTF (Cooperative Banl) 4,320,094 9,476,705
Co-op Bank(water supply) 0 0
Cunent Account (Equity Bank-KeRRA) t,234,869 0

31

2017 t2018

KShs

0

I



KIRINYAGA WATER AND SANITATION COMPANY LTD
ANNUAL REPORTS AND FINANCIAL STATEMI]NTS
FOR THE YEAR ENDED 3OlII JUNf,.20I9

NO'tES TO THE fINANCIAI- S'IA1'EMENTS Continutd....

l'ost Bank account 210.'790 {)

K-Rep bank-Loan Liquidalion Account 0 0

K-Rep bank-Savings 0 0

K-Rep bank-Currcnt 5 t2,184 20,404
Fortune Sacco

0 0

Mpesa 467,291 316,963
Cash in hand t 21.470 220,034

t 9,01-1,615 2t,795,t)lll

7 Customers Dcposils 29,584,620 26,800,?20

8 Prepayments
Prepayments relates to debtors (water sale

customers) with credit balances
2,9-36,{86 1,866,95It

9 (,t) Creditors dnd Accruals
Trade Creditors 87,172,355 t6,919.440
Payroll deductions 18,144,178

Accrued Inlerest 0

Gratuity r,463,583 1,136,656

Lcvies 40,7 69,562

Accrued leave allowanccs 4,934,031 3,227,863
93,569,975 80,397,699

e (b) Dcltrred Incomc 8,262,545 0

These relates to pan income that was compensated by KERRA to reroute pipeline
as road being constructed on the coming

9 (c) Short term loan t47,518 147,518

Long term loan 0

Current Account (Coopcrative Bank) 860,324

Current Account (Equity Bank) 0 0
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KIITINYA(;A WATEII AND SANITATI ON COMPANY I-]'D
ANNUAI, IT]]PoR'I'S AND }'INANCIAL STATEMENTS
FOR T}IE YEAII ENI)f D 30TII.IUNE 2019

2018/2019 20t7t20ta
rNcoME(cRoss TURNOVER/SALES)

9 (d) Waler Sales 147,455,763 I 4 4,7 0'1 ,265
9(e Reconneclion fee t,2'7'1,000 r,410,500
, (0 GOK Grants 172,824 345,648

l0 Other Incomcs
Miscellaneous Income t,685,886
Surcharges/lllegal connections 730,315 167,600
Interest Eamcd 0 0
Amortization of capital grants 484,0r9 606,503
Sidian commission (32,51r) -39,t27
KeRItA 13,788,418
RFII I'rojecl 2,25'7,900

ll Tender Fee ,Sale ofjericans, sale of firewood
and capital works
-l'ender Fcc
Sale ofjcricans
surchargcs for laptop
Capital works 1,717,000 4,0 r0,000
t'()'l'Al, INCOMTi 169,850,7.111 152,1194,275

lixPltNt)l l t IRti
l2 PI'RSoNNEI, CoS'I-S

Regular Salary 81,700,794 68,383,396
Govemment Seconded StalI salarv
Casual Wages
Craluity

34s,64 8

7,878,129
2,548,252 2,191,820

Staffbonus 583,300 577,600
National industrial training 354,017
Mileage allowancc 584,814
TOTAL PERSONNEL COSTS 85,771,177 79,382,593

l-1 DIRECTOIIS COSTS
Board meetings & conferences 5,062,396 1,8 57,575
Board Tour 623,100
Board insurance cover 608,r r0
'I () I At. t)tttt,t("t ( )t{s ( (}s I s 6,293,606.00 I,857,s75.00

l4.a 'I'IIAININ(; I.]XPItNSI'S
Training Allowances(Capacity Building) 656,290 1,410,836
Subscription fees 36,400
].O',t'.A l, ' tAtNIN(; IIXPENSDS

(t92,6911 I,,110,1136

l9



KIRINYAGA WATER AND SANII'ATION COMPANY LTT)
ANNUAL REPORTS AND FINANCIAL STATEMf,N'TS
FOR T}IE YF]AR ENDED 30'II JUNE, 2OI9

N()'l FlS 1'() IHE I INAN(IlAL S'I'^]'EMI,INTS (lontinuc(|.

i

l.l.h
Rental/leascs 324,600 274,200
Email & Intemet Expenses 618,279 '7 52,108
Postage & Ielegram Expenses 546,660 t22,430
Library expenses 65,400 ) t7,620
Telephone Expenses

Insurance of Motor Vehicles & Other assets and
Medical Cover

t,379,359 2,052,260

9 | ,727 3,950,'.|42
Staffs Medical Covcr 5,t02,407
AGM expenses 0 333,696
Rencwal of water tariff 0 0
Review of Policies(pro poor & occupation) 0 0

Stationery lll,684 350,703
Public Relations 77 6,020 205,950
StafT Placement 65,300

0

Staff Welfare 987,325 I,228,0'72
StalT Meetings 0 232,505
Advertising and publicity
Publishing & Printings

Travelling & Accomrnodation

343,360 688,201
485,959 298,5 5 8

4,406,601 4,97',7 ,683
498,569legal charges 722,72)

Debt Collection 0 134,500
Security Expenses 4,393,'t 60 4,596,340
Provision for Audit fees 464,000 464,000
TO'TAL AI)MINIS'TIiATIVE COSTS

20,9,15,163 2t,282,131
TOTAL ADMINISTRATIVE & TRAINING
EXPENSES COSTS 21,637,85-.r 22,692,973

20 l/20t 9 2011t2018
KShs KShs

15. a oPuriATroN cos'l s
Computer Expenses 550,560 330,235
Computer soft v;ire maintenance

Computer server maintenance

261,000 98,600

13,900

.10

At)i\l tNIs. tATtoN cos ls



KIRINYAGA WATEII AND SANITAI'ION CoMPANY LTD
ANNUAL REPORTS AND FINANCIAI, STATEMI'NTS
FOR THE Yf,AR ONDED SOTII JUNE.2OI9

NOTES l'O TtlE FINANCIAL STA'I EMEN I S Continucd......

Upgrading ofLAN and maintenance of
Website 222,5',18 0

Uniforms 248,907 860,855
Sports & games t,653,530 1,184,040
Eleclricity for p'oductions 2,981,260 4,223.7 52

Electricity lbr Lightilg 603,909 642.882
Water bill 600 257,180
Maintenance of fumilure and fittings r 5,040 69,29s
Chcmicals 4,272,082 3.',1'76,124
'Iransport fuels and diesel 3,083,032 2,185,4 r 0
Subscription to Water Services Providers
Association (WASPA)NEMA/WRUA 85,000 85,000
Water Permits and subscriptions (WARMA
Levy) 5,663,9'.t0 2,06'.1,510
I'OTALoPERATI0N COS'TS 19,675,367 t5,7ti0,9{3

15. b MAINTI'NANCII (]OSTS

Transport operating expenses 1,26'7,262 t,372,342
'fransport hire and machinery 97,420 t 01,400
Office Repairs, l'airling & Rcnovation
Maintenance of Meterc

270,606 361r,086

0 102,600
Maintenance of plant equipment 36,050 216,714
Cleaning Materials 110,923 481,2t3
I'it Latrinc 25,970
KEBS lcvy
Water supplies rehabilitation augmentatron
& maintenance works 3,7',19,233 7,7 44,118
Rerouting of pipeline network 351,266 455,3 00
Rerouting of pipeline network(KeRRA) 11,788,438

Rerouting of pipeline network(Mwea
Makima)

I,r89,454

Increase(Decrease) in Provision for bad
debts
Provision for accrueu NSSF PENALl \

r,566,051 1,841,440

2,509,160

I'OTAL MAINTI'NANCIi (]0STS 22,482,671 15,207,051

TOTAL oPERATION &
MAINTENANCE CoSTS

,12,158,0-39 30,987,996

4l



ANNUAL REPORTS AND FINANCIAL STATEMfNTS
FOR THf, YEAR ENDED JOl'I JUNE.2OI9

N(Il lls TO l l lE FINAN(llAL Sl A IEMEN'I S Continucd......

20 TAXA'I'ION Kshs
Corporation tax

provision for the yea. lE6,lE6

lnoJ!0

Canitrl Reservcs tGhs

Balance as at I July 2018 43,581.9t4

Addilions

Ilxl{rrce as at Jtr e 2019 43,587,9t,1

z2 CaDitlll Grnnts Kshs

llal^nco as at I .luly 2018 58,6E7,415

Capi(al Grants odditions

Amorlization of capital grant -481.0t9

Balancc as at 30.rune 2019 58,20J,{17

7i Rcronue Reser!cs Kshs

llalrnce as at I Julv 2018 4,160,560

profit for the yea. 414,900

Prior year adiuslmenls t,169,632

Balnncc as at 30.Iuoe 2019 5,765,092

l(r Provision for Dcprecialion {,.110,609 .1,095,.118

t1 Amortization of intangible assets 319,702 ,179,31,1

l8 Water Regulatory Board Levies 8,470,482 l3,2t5,'144

t') FINANCE COSTS
Bank Charges | 67,996 132,540
I-oan interesl 0 28,2t9
withholding Tax

TOTAL FINANCE COSTS t 67,996 160,759
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KIRINYAGA WATEII AND SANITATION COMPANY LTD
ANNUAL REPORTS AND FINANCIAI- STATEMENTS
FOR TTIE YEAR f,NDED SOTH JUNE. 2()I9

Progress On Auditors
Recomnrendation

A detailed listing ofcustomers deposit
exist that amounts to Ksh 26,800,720.0(
as at 306 June 2018
llowever, the available bank balance as
at 30rr' June 2018 is 10,91 1,343.00 the
difference of Ksh.15, 889,3 77.00
includes money bonowed by the
Company from the customer deposit
account. The Company has reportcd thi:
amount in the Financial statemenls as a
long term debt. Also a payment plan is
in place and Ksh.450,000.00 is relunde.
monthly through a bank standing order.

Reccivables balancc of Ksh.
r 06,530,997.00.00

Audit
Query

Query Dctails

As previously reported, the
statement of financial position
reflects cuslomers deposit balance
ofKsh 26,800,720.00 as at 3orh June
2018. However, no listing of
customers was provided to support
the water deposit balance.
Consequently, thc completeness and
accuracy o[ the customers deposit
balance of Ksh 26,800,720.00 as at
30th June 2018 could not be
confirmed.

I Customers
Deposit

2 Receivables As previously reported, the
statement of financial position
reflects receivables balance of
Ksh. 106,530,997.00 as at 30trr June

2018 net of provision for bad debts
of Ksh.10,916,415.00. However no
aging analysis was provided
showing how long the debts were
outstanding and thus to ascertain the
validity of the provision made.
Consequently the accuracy of the
receivables balance of Ksh.
106,530,997.00 as at 30't June 2018
could not be confirmed.
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L The Provision for bad and doubtfuldebl
Ksh 10,916,415.00 of l0% of th
outslanding trade debtors of Ks
I06,530,997.00 as at 30th June 2018. /
debtors listing amounting to lhe same i

available.

No
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KIRINYA(;A WATER AND SANITATION COMPANY LTD

1 CapitalCrants As previously reponed, statement of
financial position reflects capital
grants of Ksh 45,?63,278.00 as at
30th June 2018. Included in the
figure, is amount of Ksh 45,263,278
that the company didn't explain the
source and details of the grants and
how they were accounted for in the
financial statements.
ln the circumslance the accuracy
and completeness of the capital
grants balance of Ksh 58,687,435.00
as at 30rh June 2018 could not bc
confirmed.

ANNUAL Rf,PoRTS AND FINANCIAL STATEMENTS
FOR THE YEAII ENDED 3OTII JUNII,2Ol9

Capital Grants of Ksh 58,687,435.00 as ,
30'h June 2018

Capital grants As Ar 30'h June 2018 is
reported as Kshs.58, 687,435.00 in the
Financial statements. The stated balance of
Ksh.45, 263, 278.00 is balance as at 30ih
June 2017.
During FY 2017/2018 an addition of
Ksh. I3,424,156 was registered which
rclates to funds received as donations from
Water Sector Trust Fund (WSTF) for (hc
Decentralized Treatment Facility (D'l'F) an
Wanguru Water Supply Steel Tank project:
Details ofthe grants are available.

llow the Grants were accounted for in
the fi nancial statements.
The capital gmnts have been accounted for
as per the statement ofchange in equity Ks
58,687,435.00.

Key Audit Matters

Un Accounted
For Water
(uFw)

During the year under review,
the Company produccd
5,939,534 Mr of water.
However, out of this volume,
only 2,412,518Mr were billed to
the customers. The Balance of
3,5215,016 Mr or
approximately 59oZ of the total
water produced represented
unaccou[ted for Water (URW)
which is 34% over and above
the allowable 25% in
accordance with Water Services
Regulatory Board Guidelines.
The UFW of 59oZ may have
resulted in loss of sales

1.0 lligh NRW of SrYo

'l-he Company has laid out
strategies to control the NRW to
Acceptable levels. These are such

The Company has formulated
a NRW reduction Plan. The
Company is also adopting the
NRW management guidelines
developed by WASREB
We are reviewing our Water
tariffs to introduce stiff
penalties to those caught
taking water illeSally.

2

as:-
t.
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estimated at Ksh 208,117,287.
The significant level of NRW
may negatively impacl on the
company profilabiliry and its
long term sustainability.

3. Through the ADB Lot I
Project, the Company will
rehabilitate Ndia Warer
supply. Some ofthe
dilapidated water
inf.astructure will be
renewed.

4. Other proposal in place for
rehabilitation are:-
i) Reticularion Sysrem ol

Kerugoya Town
ii) Reticularion Syslem of

Kutus Town
iii) ReticulationSystem

ofSagana Town
iv)Reticulation System of

Kagio Town
v) Reticulation syslem of

Kando u Town
2.0 The statemenl of Comprehensive

income reflects personnel cost
balaoce ofKsh 79,382,593 for the
year 3Oth June 2018 or 52Yo of the
tolal expenditure of Ksh
152,862,072 which is l2%o higher
than the recommended mtio of
40oZ in accordance with lhe
U/ASREB guidelines. The excess
pcrsonnel cost of Ksh 9,525,91I
may negatively impact on lhe
Company profitability and
sustainability of services if
measures are not put in place to
contain the cost within the
acceptable levels.

Non Compliance
With the
WASREB
Regulations on
personnel cost.

WASREII Regulations on
personnel cost

l. The Company has
undertaken a staff work
load analysis by
restructuring the company
organization struclure and
carrying out rightful sraff
placement.

2. The Company has also
reduced the number ofstaffs
from 172 to 158 No. so as to
reduce the personnel cost as
a percentage of Operation
and Maintenance cost.

3. Through the restructuring
process the Company has
taken measures to improve
the employee productivity.

4. The Key objectives of the
restructuring were to
introduce a strong NRW
unit, create a roorn for
proper segregation of duties
and create good chain of
commands.
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