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\ - I, nrht \\ atcr and Sanitalion ( ontPanl Lintilcrl
\nnulrl Rcl)orls and I-inancinl Stttetrlcnt\
I'or lhc year cnded ,lunt J0,2019

KE}' ENTITY INFOR]\IATION
Bac kground in form al ion.
l.mhe waler and sanitation cornpanl (t-N4tll:\\AS( o) i\ a rrAlcr scrrice providcr (WSP) rvhich rvas

incor;xrraled in.lune 1006 and fallr under'lana ual(r scrrtccs lloard ITMUt WAS('O co\crt an area

rrl 6vcr 162 km2 uhich has a population ol ahoul 17.067 I hc hc'ad ol-llcc is at Siakago I orvn. [:mbu
( olr l\

Principa I Activities

Ihe principal acrivit) ol-lrMBl.wAs(-o is prorision ol \\alct and sanitation services within the

rJcsignated SPA region of M beert' :tth-counl ics of l.n)hti ( ounl) .

l)irectrlrs

lhc l)irc!lors uho scrrcrl lhc cnlil) (lurinS lht \crlr \\crc ls lrrlLrtts

I ( ltristophcr \4. Ircrr - ( harrnlan ApJxrintcd on l)ecember.20ll

I)ircetrrr Appointcd on l)ecembcr.l0I 2

.1

(l

l)onrinic M S. K irrrah

(irace Nginda lta
(ienesio N juki Nj iru
l.ng. A lbcn Calula
John Nyaga Nduma

( orporate Sccreta (\'.
\1r R ic hard (iikuhi Kiana

l'() IIrr l27l-l0100
\ r, cri.

Rcgistcred Office And lleadq u a rters

\'lhccrc North Sub- ( ountl \I atcr ( )lilccr'r

Siakago- t)gu cri Road

l'.O.llor. 195-60104

sIAKA(io
(-orporale Conlacts.
N'lobile ; 0701192338
I nrail: cm bc\valerl(,t vah(x).e()nt

'rVehsitc: \r,w$'.emhc.co.kc

lndcpeodent Auditors.
( )llicc ol Auditor (icneral

Annivcrsan lou'trs. Irnivcrsitr \\ a1

P.( ) I}rr 1008.1-001(X)

NAIR()I]I

I'rincipal l,egal Advist rs
Ihr Allorne) ( irnera l

Statc I iru ( ) lliec

ppointcd on l)cccmber.2006
A ppoinled on Dccembcr.l0I l
A pp()inlcd on l)cccmber.]0I 2

((;encral manaScr)

- l)rc. t,l
- l)ircrtor
- I) r rcet,, r

-l)rrcet,,r

llurltling
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Embe Water and Sanitafion Oompany Limited
Annual Reports and Financial Statements
For the year ended June J0, 2019

l'HE BOARD OF DIREC'I'ORS

NO. NAIIIE OF 'THE DIRE('TOR PROI'FESSION

I

CIIRISTOPHER IRERI

1959.
PI TEACHINC CMTIFICATE,
CAREER TEACHER. HEAD TEACHER AND
HEAD OF KENYA PRIMARY SCHOOL
HEADS ASSOCIATION MBEERE NORTH,

DOMINIC M S KIURAII

I9{8
ADVANCED DIPLOMA tN PROFESSIONAL
COMPUTING & DATA PROCESSING.
RETIRED KENYA RAILWAYS EMPLOYEE
(AUDIT DEPARTMENT).
BUSTNESSMAN

CENESIO NJUKI NJIRU

lo
CUSTOMER CARE & PUBLIC RELATTONS
CERTTFICATE,
BUSINESSMAN

.t

GRACE NCINDA tTA

5

ENG. ALBERT NJERU GATI.]TA

1982

BSC. WATER AND EI.IIV'IRONMENT
ENGINEERTNG
CHIEF OFFICER.
MINISTRY OF WATER.
EMBU COUNTY COVERNMENT,

JOHN NYACA NDUMA

t2
HICHER NATIONAL DIPLOMA tN WATER
ENOINEERINC
GENERAL MANAGER

'7

CPS GIKUHI KIANA

CPSK
COMPANY SECRETARY

CI
tu.&ft

1911

PRlMARY TEACHER CERTtrICATE
RETTRED TEACHgR.
FARMER



Embe Water and Senitation Company Limited
Annual Reports and Financial Ststements
For the vear ended June 10,2019

MANAGEMENT TT,AM

NO. NAME DESIGNATION &
QTIALIFICATION

I

JOHN NYAGA NDUMA

CENERAL MANAGER
.HIGHER NATIOANAL
DIPLOMA WATER
ENGENEERING

2

VICTOR MURITTII IRERI

FINANCE OFFICER

CPA PART IV.
DIP, IN BUSINESS MGT.
BCOM.FINANCE

.,

LENNY KAMAU MIKII.{YANGO

HUMAN RESOURCE &
ADMINISTRATION.

DIPLOMA IN HUMAN
RESOURCE
MANAGEMENT.

4

NANCY KORIR

I
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DISTRIBT]TION
MANACER.

DIPLOMA IN WATER
ENGENEERINC.
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l.lnriic Water an(t Sanitatir)n ('ompanr l-imilctl
 nnual llcporl\ and l inancial Stalenrcnts
l'irr lhe rear cndcd.lunc,10. 2019

CHAIRMAN'S STATEMENT

INTRODUCTION
Thc U'SP rs ( ()!rlraclcd l^ Tana Watcr Serviccs Boarrd to prot'tdc prrr'rsitln of watt'r and
sc\rrragt s('t1'r(-cs rn Mb('cre Norlh Sub Countv of t-mbu (:()urrl\'- Sltrcc thc c()ntra( ling of
lh('walcr sr'r!rr'c provrdcr, Flmbc watcr and Sanltalr()n C()mpi)nI has lx'r'tr endcavourlng to
offcr r;rralrtv pr()\'rsri)n u'all('r scrvrc( s wrthin lcgal itnd rcgulat()rl framcu,ork.

Il is \r()rth\ hrlc notrng lh.rl lhe provision ofwater scrvrces rs ('nlcnng a t rtttc:rl phase wtth
llr(' rmplenr(ntatron of thc Clonstrtutr()n of Kenya 2Ol0:ind thcrcforc thc gatns made tn thc
pr()\,rsror'l of u'ater s(n,lccs slnce thc inceptton of uatrr scctor rcfortns nccds to be safc
guardcd.
()var lhc pcrrod undcr rcvrew, lhe walcr aonsumpli()n has ,ecorded rcmark?rble
impr()\'cmcnt :Urd rs pro;ccled to rrsc higher rn thc medrum term. ()ur sallcs recorded
lmpr()vcment r(hr.h r,r, as irllnbuled to reliable watcr supplv lo lhc.onstlmers, growlh tn
unlt silles :rnd cnhanccd rcvenuc collt'ctton mechanisms.

lmprrrvrng a(((.ss l() scrvrct's docs not only call for crcatior'r ()f rnstllull()rrs ald provtston of
rcs()urccs. rl shr)Llld lncltrdc a change ln attltudes. m:rnagcrtal praclrccs and ()rFan ?-al t()nai
capa(rll('s. ll rs 11 lhcsc r('gard lhc WSP has aspircd and is t'ag<'r to t'hatrgt'thc stalus quo
lhrough suslal)irblc r'onrnrtment 1o ensure that sealor ob1cclrvcs arc :rchteved
Thc rccogn ri)n (,f Ih( hLrman rrghl to water arnd satnllation lr'r lhe coitsltlulron tnrpltes that
rnveslmcnts an(l frnan.lrlg plans havc lo be aligncd lou'ards rcaltzatton rtf lhrs nghl Thc
WSP as a dutr ltt.arcr orr lx'half of thc Covernmcnt ls rernf()rclng rts effort trt cxtcnd scrvrces
lo ( urrcnll! un strvcd at(.as

BUSSINESS ET{vIRONMENT
Watcr polr<r {rl l9(,/q irnd u'aler act 2002,and subst'<1ucnt rcvtst<l \\'a1cr Acl 2016.
lt)lr(du(.c(j (.xl(.nst\'(. r( f()rrns tn watcr Seclor ln ltnc $.tth rntcrnattr,n:rl Irst pratlrtc br
s(.1)arirtlng futttlrrrrrs. rnlr(xlu(u1g commerciallzitl lon. de(enlrallzalton and pr( )fcssl()rr:l lr sm
()l uillar s('rvr{r's irrrl rntrrxlu<-rng, a slrong pro p()()r I(x Lls rrl lrn( u'llh humittl ttghl trr
u,att.r rnd siulrlilll()n ()!t tltc biisls of thls cnablrng cnvir()nr'ttc11t, stgnrflr_irtrl progrt'ss has
htn mirdt llt lh( pro\'rsl()n of formalized watlcr s('rvt(as l() cllli/-('ils \I'atcr Scrvlccs
R( gulaton [kr;r|c1 l\,!'asrt b) ]las m.ide rl a priorltv agenda to etnPhastz( lhc nccd Ir) presen'e
iln(l l)urlcl or'r Ih( giirns nradc rn thc pre devolution pcnod.

LEGAL
Thc C()nslltLrtr()r ()[ K(nyi] 20lO, dcvolved the rcsponsrbrlrt! for provtston,r[ walcr scrvtces
t() thc (l()url\'(ioverDm('rlt ln order to sustatln arnd rmpr()v( r)tl lhe slgntfi(:.rnt galns made
b\ th(' $al. r :rr( tor rcf()rnrs ol 2OO2 tn thc applrcation of devolved prrnctples. a lcgal
lranrcwork su(']l as a nc\\' waler polrcy and water Brll alrglr('d lo thc r(qLllremcnls o[ the
Cor)slrlutr()n 20lO to gurdc irnd support the devolutron proccss rs lmp()rt.rnl I

q@YERNAICE
T:rkcrlcr ()f uisl' bv thc Countv ()ovcrnment rs supporlcd b]' thc Constrlution ()f Kenya
20lO. rt rs prud(Dr lhat thc process bc carried out wrthin lh('('xlstin8 l('Bal struclurcs and
ham<'work s() that thc flow of servrcr:s to the cuslomers are nol c()mpr()mlsed.
Iimbu Counr\ (lovrrnnrenl thc successors of Mbeere CounlY Councll, holds Powcrs as
stakeholdcr and have ()ne rrprcscnlalive who scal on thc B()ard of Drrectr>rs.

COM MERCIAL
Thc WSI' hrts i)uilt a sustainabl(' business cnvrronmcnl bnsed on thc princrPlcs of
a(tounlabrlrlr', cfflcr(:r']( \ and effcctlvencss. In thrs rcspc(-1, the WSP has a(rqutred
(4)crirtlonai Lrc<'nsc artd Scrvrcc Provjsronal Agrcemenl (Sl'Al tind Rcgular Tariff Adlustmcnt
(RTA). 'l'hcsc irrc lhc maln regulalory inslrumcnts th:rl cslabllsh stitndards for the
op('Tiltrons and gurdc lowards finan('ial sust:unatrrltly.
In collaboratron wrlh slakcholders such as Mrnistrl of Walcr and Irrigattort. Walcr Scrvices
Rt'gulaton ll<xrrd, Tara Waler Servrccs Board (TWSU), Watcr Scrvtces Trusl Fund {WSTF),
Natronal l)roughr Manu8cmcnl Authorit\' {NDMA) and Mt)cerr Norlh Conslttucntl F'und

\ II



I.lmhc \\ ate r xn(l Sanilalion ( onlltanr l,intitcd
,\nnutI llcporl\ lrnd l"inanciaI StalclrreIl(s
l'or lhc rc:tr cndetl .lunc -10. 2(ll9

(cDF), the wSP has strengthened ils governanc<' fraLme*'ork. promotcd professtonal

rnanag('menl and lmproved on \\'alcr scrvlces assets

SECTOR PERFOMANCE OVERVIEW
ln lhC vr';tr- rrntit r rcvrcrr lhc WSP pr)s1('(i l)()slll\,c lrnl)ro\'('n]('DI III I11r)sl ar('lls ils ln(ll(iltcd ln

tirc follourng k(\ p( rli)rnlllllcc ttlrltcators as llluslritl'(l ilcll)u

)uatrgIlcm Unrls 20l7lll.l '2, Age rncrcase[)('s( rrl)lrr)rr

\\ . r1('r ( ,i\'( rilli(

lt l{ irl{ r rlit;rlllY

:l l
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I S:rrrll:r 1r I

(l

o
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N{)n R('\,r'r) uc Witlcr

\1r'l('rlrrq r.1t r, )
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F

,\rrnllill tl n, )\ (,1 Kshs. (M)

No

l

3

.1( 1)llc( 1r()n Fllfrr ttn.r

Sl irffr) R l)t'r l.oo(.1
( {)nn( ( I lr)lls

c H R ISl'r )l'lll..li lllt..

7(r

ll 1.1 o

| _1

SI(INL-I)

APPRECIATION
ln conrurrcntr'\\'lth ll)('(merglng lssues, lel mc take thls ('pp()rlunlt\ 1o tllank vou-most

srnceral\ l(,r ( lrllusllng u" at'irtr'\'our lnveslmcnl and assurt' \'()ll thal wr' will illu'ays

cncicirt'our l() llr\'( \()u lr fatr relurn
ln.on,.luslot.t I uoul(l llke 1o recognizc all thc rcspc(1lve stakt'hrrlclers, public, Board of

Drrct 1r,rs aud ntitltagem('nt who have made Embc water and sanlli.lll()n c()tnpanv to realize

lhc a( ht(,\,('mrnls rl has made wllhin thc pcriod under rcvlc\\' 'tn(l r(qucsl lhat to provide

critl( rj rtrsrglll ttn httu lo move forward in tmprovtng lhc pr(^'lst()ll ()[ ualcr scrvlccs'

Thank \'ou.ln(j (;()d bless us all.

\ t



l.rribc \\ alcr antl Sanilation ( onryranr l.inritctl
Annual lieporls an(l f inanciul Slittcrnrrls
l or lht'rcitt'cndetl .lunc l(1, 20l9

l{t t,()R I ()t. .. (;t \lllt.\1. \l\\,\(,1 lt

OVERVIEW
Thc Frnancral Year 20I8 - 20l9 mlrkcd an tmprovcd pcrformance bv posting incrcasc tn
\{alcr coverage from 50'% to 5l'rn. rcvenuc tollectron bv l'1,. This has reduced reltance on
(iovcrnmcnt of Kcnya subsid\'. This movc lndi(:iilcs a Posltlvc trend towards water scrvlcc
t)ro\ rd( r s u slalnability.
Chirngc oI altitude by emplovccs, applrcatron of l>r'st managenrcnt and professtonal practtccs
aDri strt'ngthcnc'd organi;ration capacrlles as rcsulled 1o bcttcr scrvicc dclivcry by your wsP
for thc penod undcr revicw. Lo$ IJucjgelan allocatron bt thc Oovernmenl toq'ard
lrnl)rov('rncnl of dilapldated !tal(r svsl(rn ln[ri]struclurc rcmalrns ever brgger challengc
Th('r(. ls nced to rccognize thc imporlanl rrrlc lhal lhr: pnvalc s.ctor t'nrr pli:f in lncrcasirrg
il( ( ess cllher dtreclly rn watcr scn'r('cs pr()\'lsr()n or rndtrccllY lhr()ugh financin8.

FINANCIAL PERFOMANCE
'l lr opcratrng r('\rerlu(' ln( rcirs('(i slSnr,r(';r,lll\ (lrr\1 n hv tht' tmprot'cd utltl salcs
( ) I ) 

( ' r' : r I r r ) r ) cffrr rcnct. Tht ()p(ralrrlg rtr(()nt(' tllr rt;tscd from Kshs 2q.86q.1)Ul
Kslrs34.316,5()Iducloincrcllsedt'ollctlrontfltt|(D<r'rndrc<<rvtn'of dcbt s

:rnri

INSTITUTIONAL CAPACITY
Among thc contpanv's core values ts thc ( ()nllnucd lmprovemenl in cuslomr:r servtccs and
tnno|alt()r'1. Thc company has lnltriit('d rnformatton tct hnologi' platform elnd ts

rnrplcnrcnlrng web-based brllrng nnd a(((,ttnls soflrlarc whrth uill offer a compettttvr'
ir<lr,anlagc and cnsurc supcrror cusll)mer s(-rvr(cs ()ur slaffs arc th(' greatest resource thc
(orl1panv atla(hrs great lmponan(c l()ward lls produ(llvit)'. Thc WSP cncouragcs staff
lrillninB and (icvelopmcnl as a nrcz.rn s ol cnsunng lhal thc organIzatlot'l ls full) and
irl)prr)pnirlch' staffcd with cmplovr'<'s uho iravc rc(lursllc compctencc t<l perform theirJobs
irrrd that all mcnrbcrs of staff fccl valued and supp()ncd

SOCIAL AND ENVIRONMENTAL RESPONSIBILITIES STATEMENT
'l lrr u.rtl'r' s(nr(' Pr()\,ldcr r((()grrrr('s llrirt rl lr.rs .r ((rrl)(rTill( soctirl and cnvlr()nlllclllirl
r r-s I )r r l r s r l) r lr I \ Thr ( onlpiil)\ rs l)irrln1,rrrrll \rrlh rlr()(ll)s \\'llll slmllar ()bJ( ( tlves l(r\t'ar(is
.,,rr r;rl titv(lopnrcnl and cmp()$( ru-l(' l ()l tll( brrrrr<lIr tonrr'nunitr thnrr.tgh varl()!ls c()rp()rirl(
:tor ral rtrrtt ttt,t's, staff \\'clfart arttl t tt\'rrrrrtlt:r'ttlal r otts< rr'ltttotl irtrd Intprllvcmcnt.

SERVICE DELTVERY
ID the penod under revrew, th('wSP se^'c(i 20.342 pcrsons out of 43,239 pcrsons \-!lth total
u('l lve (:()n!tectl()r't of 3,560.
Thcsc (uslomcrs arc served wlth 157 Kll() mclcs prpchnc netr,''rrrk of various sizes. sevcral
sloragc l.rnks and othcr civrl cngrne('nn8, lnfrastru( turc The status of these tnfrastructures
[)()scs a cha.llenge and thereforc requrres allcnlron [or thcm to rlork efll(iently.

FUNDING
Thc marn sources of income during thc pen()d under Audit was internally generatcd
rcvcn uc.
llo$cver. lhe Company expects, in lts lulure endeavours, to cnlttv funding from Governmenl
of Kenya, Embu Counly Governmenl among othcr l)evclopmenl partncrs.
Tradrtionally thc WSP funds its opcrations cxpendtlurc with revcnuc gcnerated ard capital
cxpenditurc from the (;overnmcnt and developmcnl panncrs- ln the sprnt of fulfilment and
protection of thjs Constitutional dutv of thc right to \{'alcr. I acknowledge this obliSatlon and
realDe thc need to strengthen the participation and cmpowermcnt of our Board of Directors.

ollaborators and( usl()nl| slncss parl ncls

irrlirll

t\

l)ill( o-+\ro\o\1



l.rnlir \\ irtrr rn(l Srnitation ( onrpanr l,irniletl
Annual llcports anrl f inancialStatcmcnts
I or lhc rtar cndetl .lunc 3(). 2(ll9

( ()tU,()tt\ (,()\ I lt\.\\( I \1.\ \ll \l

(i(n)d c()rporalc g()\cnrancc rr Io to lhc inlctLril] ol \\aler \ccl(rr institutions Jnd rnarIcl\ iln(l rs

ccnlral ltr lht hcallh ol our ceortornics and thc-ir stahilitr. (-orporate eo\enrancc plars a leadint role
in tnaling ccnain hrrrt c()rP()rJlions and thcir boards and nranagCnlcnl are dirccletj. controllcd itnr.j

hcld lo rtccorrnl ( orp()rrlc to\anrance lhc'relirre cr)cornpit\sc\ th('\\sl('rtlS, praclicc\ and frro(r(jLrrc\
hr rvhich lhc inclrritlLral c()rp(lralron rcgulatcs itscll irr ordcr lo rc'nrain crrnrpclilirc. clhr.nl.
srtstairrahlr: rrrri lir i r'

lhc'hoard ol t:tnhcrtasLo lroritcd lollo*s principlcs ol'opcnncss. intcgritl and accoLrntahrlitr irr rrs

stcuard\hin ol-lhc crrnrJranr'. allirrs. ll recognizcs thc dcvcloping nature ol-corporalc rto\crnitncc
and asscsscs thr colnpan\'\- tonrplranec u,ith generalll, acccpted cor;xtratr' govcrnancc prilcll(c on it
rcgulat basis. dircctll .tnd thrr,rr{h rts board (:ommiltccs and nranagcrnent Ihc rolc ol lhc holrd rs to
cnsurc cottlirrnrancc h\ locrr\rn! ()n and providinS lhe cornpan) 5 orerall slratc!ie direetrorr and
policr tnaLing a' rrt'll rs fcrlormancc rcvic$ throuSh accountabilitl and cnstrrrng rnpronnirlc
nronilortng an(i suncr\r\i()n Iht' hrraril is also rcsponsihlc lirr thc orcrall s)stcrn ol rntt'rrrrl ctrntrrrl
and [<rr thc rc\i('\\rn! rl\ cl'lc.lr\cD('\s Ihc controls arc dcsigncd to both saleguard lhe corl]pal) .'
a\scls ard cn\ure lhc rclr.rhrlrtr ()l linancral inlirrrnaliorr.

A nrnagcnrcnl learll. tonrprrrirrr lhc gcneral managcr. hcads ol dcfianrncnls aId \cr)rdr \lxll rr.cl\
rcgularl) l{r consr(lcr r\\ucs ol opcrational and slratcgic irnponance'to thr'c(}ntpan} llcrc lTc'lorr itrc
ll)c lc) lcalure\ ()l lhc c\i\lll]r a(rrn(]rilrc 8r)rcrnanc(' pructrcc'r uithin Enrbe \\ater and \iln,l r()rl
( onrpanr I intiteti rrhrch arc rtr icrred and improvcd on a rcgrrlar hasis:-

l. Iira rtl ()l l)ire(torr.

Ihc lI:lrrrl ()l I)rr('(l()r\ ({)n\r\t\ r)l ora c\ceuli\c dircclor an.l lirur non-crcculirc r.lircctrrrr. ulrrr ltlrr
hccn apl'torntcd rr a(( orrlln( r \\ rlll lhc Wale r Acl 1016. l hc chairman ol thc l.,lrrtj r. rr rron

e\cculi\c direetor arrtl lhc I-xrrr(l tn('cl\ lormallr al least lbur limes a !ear.

Ihc hoard is rcrporrrihlc lirr \elting the dirccrion ol'lhc compan] through lhe c\rithli\hrlcnl ()l

slrategic obiceri\c\. l.\ B)lrcic\ and approval of budgets. ll ntonilors lhe atnnlcnlcnlilli()rr oi
slralctlics and noliarc\ thrtrugh it slruclurcd approach lo rcponing b) ntanagcmcrtl and c()rl\cqucnl
accountabr litr

lhcrron-t\c(ulr\c,lirccl,,rsartirelrrclr inrtrlvcti in and bring strong indcpcndenl iurllnrcltrrn lroirr.l
dclihcrattotts ln(l (lrscu\\r(rr\ Ihcsc tlircctors have a uide rangc ol kno\\ lcdgc antl crprricrrec,rl
locll rnarLet. thal i\ J|plrcd to the lirrnrulation ol stralrgic ohjcctivcs and decision rnakin!
lhc boarij nrccls r(gularl\ arrd retains lull and el'l'ectivc conlrol over tht: compan) in all stratcgrc.
linancirl. opt'rirtronal and cornpliancc arcas. ln 2018,2019. lirur boarcl n'rceling\ !!crc hcl(l lrrr(i all
dircclor\ dllrr)(lcd lh(' l()ur nrccling\

lo as\isl lhc hoalti rrr thc tlrschargc ol itr responsibilitie:,. board commillee\ hare hcen estuhlisheei
lhc board conrnrttcc\ Inr't ll I Ot lR lirncs a \car. lhc comnriltccs arc as fbllorrs -

:r) \u(lil ( r)nrnrillr(

fhc arrdit c()rDl]]rllec conrpnsc\ ol'thrcc non-crcculi\'c dircclors and a scnror manxgrr Ihc
conrnallcc r. rcsprrnsible lirr intcr alia. dcrcloping and ad\i:,ing an audil and llnancial control'
antl cornpliirncc irsuc. ofthc conrpan\. ll alro dclines thc scope ol the inlernal audit funetion arrd

rcl\ a\ ir lrar\0n hcl$cen thc c'rtcrnal audilors and tnan gcnrcnl. lhe currcrrt rrrcrrrbcrs ol thc
crtnrnriltcc arc: ' l)orninrc Kiurah. (( hilirnrar)). [.lrhu count\ represcntati\'c and ]\4r(icnc\io
Niuli



Idl.l)c W:llcr an(l Sanitation ( onrpanr Linritctl
Annual l{cports antl Iinancial S(aternrnt\
f or thr \ car endcd .lu ne 30.20 l9

h) ['inancc and Tcchnical( ornmittcc

Ihc llnance and tcchnical conrrnittee comprise ol'lirur non-exc'culivc direclors and thc general
nranager. l he committee provides guidancc lo thc board on llnancc and technical requircments
tirr the companr'. The currenl members are Christopher lrcri. Gencsio Njuki (('hairman), (irace

N. lla. CI:O Iana Representative.

2. lntcrnrl('ontrols

.fhc 
cornpany has implernented and mainlaincd intcrnal controls dcsigncd to provide rcasonable

assurance as lo the inlcgrit) and rcliabilit) of the llnancial stalenrcnls and lo adcquatel) saleguard
and nraintain accountabilil)'oflhe compan)'s assels. Such conlrols arc bascd on L'stablished policies
and proccdurcs and are irnplemcnted by trained personnel wilh appropriatc scgrcgalion ol'dulies.
Thc cllc'clivencss of the s)'stem of internal controls is rnonilored rcgularly through intemal audit
lunctions. operalional mcetinSs and the annual cxtenral audil.

:]. Rclated Party Transactions aod Directors Remuneralion.

Thc rclatcd pan\ lransactions with the compan;- during the ycar cnding l0'h June 2019 are detailed
undcr nots l9 on page 23-24 ofthesc annual report and financial stalcrncnls.
I-he rcnruneralion lbr dircctors consisls of sitting allowances tirr their scrriccs in connection with the
Board and conrnrillce meetings.

'T-he aggrcgatc anrount ol'direclor's remuneralion lbr services rcnderetl during thc vcar ending 30'r'

.lunc 20I9 arc contained under nolc I 7 on pagc l0-2i ol these annual rep()rl and financial statements.

.1. (,oing ( onccrn

'lhc dircctors conllrm lhal lhe company- has adequate resourc('s lo conlinue in husiness lbr the
I'ezr-sihlc tlturc and therelbre lhe continued use of going conccrn as a basis ol preparing the financial
stalcmenls.

F,L€"^ --
.\ lcr K. llikinrang(ihristop

Chairma
r lrrli

Ag (iencral Il gcr.

\t
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l.rrrlre \\'atcr anrl Sanilation ( onrltanr l"intitcrl
Ainual [ieportr antl I' in:rncial Stxltrllcnl\
I.()r lhc \ car r:ndrd.lunr.10. 2019

(.oRPORATT, S(X'IAI- RT:SPoNSI ItI l,ITY STA'TEMINT

lhr cornpanr upholdr itr eorc ralucs rrhich enshrinc clhical burio(-s5 pracliccs. compliantc rrlth

rcgIlal()r\ and olhcr lL'gal rcql]trctnenls irnd rcspecl lilr hrrmanitl. conrnrrrnities dnd lhc cn\tr()rlllltnt

Ihc .orrpanl , r{)rpornlc so,,ral resBrnsil.rrlil) (( slt) hinges on l\\'o ke)' pillars. cnlpltrrccs and

\r cl lal c nrogritntrncs

t)uring. lhc )car. our empkrlccs harc bccome an imponant pan o[ this nohlc objc'ctirc lhc

crnployees are lhc hackhonc (rl'otrr succcss

lhcrclirre. $.c lrarc rrnrclcntrrrglr cnsurcd lhal lhc) h vc a latourablc u,orl cnrironmcnl lhitl ha\

\ccn lhc c(rnstru(lt()n ol a nc\\ rrllrec hl,rcl lo cn\urr'cach stall-hlr atnble spacc l() u(rr[ cllr.'ttrrcll

Iraining antl rlertloprncnr ol \lull har conlinued lo bc an itnponanl Parl ol otlt htl\lne\\ ,^ll \lilllilrs
cncouraged lo illlcn(l rIlcrrlirl and crlcrnirl lraining sessions in ordcr lo llp!radc lllerll\t.l\t\
tcchnicalll irrcl prrtlessronirllr lhc intcrl]ship placclncnl Progranlme! has crrnttntled rrrllt scrcritl

\tlldcnl\ \!orlin! ar inlcrf. ll] \llrou\ rlcpanntents I hosc studcnls arc draun liotn rattotrt t,rllttts

'l'hc l. nviron mcn t

Ilrc ( 9mp3n) rclics on thc cn\ il-()nmcnl rrhich provitlcs \\'alcr \\'hich is prrldttccti- lrcillc(i itlld

lran\mitled ria pipclinc l(r rr\pecti\c cu\t()mcr\. o\'cr thc linlc thc (()rllnall) har hcen

Irdroeatint l()r \\itter aat(llltlcnl pr()lecli()n and il has hccn reprcsentcd in nrcctrng' lot \\ atc'r

Rcsource I scrs.\ssrtcialirrrr (\\Rt .A). On sewcr manaSemcnl. despitc thc rrslcttt 0lcrlrtad'

thc ( ompan\ pti()rili./e\ nr)d rninimi/cs itnpact on tlle standards. mosl parli.trlllrl\ \\itll lhc

\c\\era{e lrcaltllcnl antl disp,rsal lhe rrattr lrcatmenl planl u\es cerlillcd chcrnlcills in

drrsinu sr stcnt

lhc conrpanr rcc()gni/c\ (]()-c\i\lellcc $ith other and hence it has hcen iteltrell ittr'rlrcd in

actiritics and \()cial c\enl\ ()(curring uithin its arca ()t'.iurisdiction. \c\cr.rl c\cnl\ lrl \()eirl

nalure in rr hich cotlpanr ltar hctn inr rrlvcd \\ ith includc;

i) National l l olid avs:

lhc ( .lntpanr acli\cl\ parliripalc\ in nati()nal hrrlidals sLrch as JanrhLtri dar and \ladaraka

dal and pr,'r idcs snacls rtntl tlrinIs lhrough it5 ( SR lill)

ii) l)is llilit\ I )a\

I hc ( onrpanr faflicifate\ anntlall\ in \upporling acliYitics dtrring disahilitr dar

-l'he ('uslomcr
I llicient dclivcrr ol scn iecs to ()ur cuslolTlcr is one olthc crucial arcas rrl lhc ( ontpatlr ' I hc

aint is to suslain l,lhour sc^ice dclircrr and nlinimum inlCrrttptitlns trr th!'ll()\\ ol lraler.

Ihc currenl rratcr suppll hours pcr dar slands a( lll h()urs.

( ustomcr scl.icc ir an arca ol high priority as tlrc ('ompan),is cognizant ()l lllc irnp()rtancc ol'

thc custnmcr in thc serricc dclircrr proccss and indecd lo its overall pcrlirrnlance lhe
( otnpan\ is thcrclbre conrmittcd to cfltctivc conlmunicatittn rrith the .u\l()rncr\ and

:,enstiizirrg lhcnl on kcl issues in thc nranagcrncnl ot' ualcr rcs(iurcc cr'Pcaiall\ al lhc

con\umpt i()n p()inl.

\lll



l,.rnbc \\ alr..r and Sanilatiorr ( llnrPanr l,inrilcd
.\rinu:rl l{rl)orls antl I.-inancial Statcnlcfl l:
Ior lhe rtur enrlcrl ,lunc -10. 2() l9

lhouuh thc conrpan\ has rrot lirllr rncl nceds ()l un \cr\cd cu\l()rner\. lhc contpan-\ has

cndclrrotrrcd t() e\tcnd sen'ice using ils orrn resourccs and har ercrt rnrrhilizcd lirnds fiorn
dorlrrrs lu)d eorlrncrcial loans lo el.lend \cr\ rce to eu\lonlcr\.

llunran Rcsourcc
lhc ( ()nrfiiin\ rccognizes that hc-alth. rali'tr antl training. plrrr a kcr in cnsuring ()ur

cnrpkrrcc: errrrrnrilnrcnl lo responsibililr in the uorkplace antl a sorking cnvironmenl in

rrhich fcrsonal and cmplolmenl rightr arc uphcltl I l1i'.tire p,,li.ics and procedLrres arc

alrgntd \ith ( ()nrp n\ nccds and thc pr(rnr()li()n ()1 8(\)d e()rlrrllurrL,rlr(rn lr.,ec\\c\. trr itssisl
tirnclr and c(rr\i\lcnl dclivcrt ol-rclcvant inlirrmaliorr l() en)pl()\cc\

lhc ( r,rnpanr prrrridcs cqual opportunit\ l()r all emnl()\ees lttrl ;rrh applicantr. lt has in

placc p,rlreies corcring issues such as pcrlirrnranee rnana!:crnenl- trainins and lanrilt tiiendll
polir'ie., I u ( ()nrpassionale l.cavc. I>atcrnilt l.carc;ln()ng ()lhcr\. lhe cnrplorccs ttl'lhc
( ornp-,,. arc acli\e platers ol various tcanr\ \\hich crrrnpetc locallr antl rtatirrnalll.

Sta krholdcrs
lhc a(,rnpan\ ilrti\el) cnc()uragc\ ()pcn c()nrn]ur'ricIli()r) \\rlh \laLcholdcrs. I)rincipallr
throtrr:h thc hoaril. thc companl, cndca\'orr15 to estahlish and nrlrnlain hcalthr rclationships
rrith itr rnstitrrtionll stakeholders h1 holdlng reuullr consullatiotts rrn issucs requiring
\raIeh{)ldcr panrcipalion as cnshrined in thc ( rrnslilution (]l Kcn\r l()10

lhc ionrl'ranr holds .{nnual (iencral Nleeting (A(,\1) ()nrc rr rcar. lhc :takeholdcr
r(]pre\entali\c\ are givcn 2l tJays nolices rrl-A(iM nl 1(;Nl lhc ( ()tnpanv rnakcs lull
J'rre\crllrtli(\n l(r \takcholdcr\ to cxplain reccnl lrtrl lutrtrc rlcrcl(lPntcnts in actiritics
urtde ukcn h\ e(\nrpan\. lilllorrcd hr an opcn querlirJrt and Jn\\\cr \c\\i()tt rrhich prorides
stul,chrrldcrs \\ilh opp()nunit\ to asl directors lnd n'rnna!:cnrcnt que\ti()r'l\ regarding
(rpcrillr(rn\ and pcrli)rnrance ol thc companr.



l'.nil)r \\ lllcr xnrl S:lnilillion ( ontpanr l.intilul
,\pnual l,leporls anrl l inancial Stirlttncnls
l"or lh(' \'( rl errtlerl .lune -l(l- 2(ll9

Rt..I'()ti'l ot. t IIt.. I)tRI._(-l ()lls.

l'rinciprl act ir itr

Iltc pr nt rP.rl rr lr\ rl\ ol llra clllrl\ r\ llr(r\ r\r()f ,,1 \\.rlcr .rn(l \lnrlllr)r) .ct,, i.t. rt tllrrri Il)a \l'\ irrcii

llrs u ll s

Ilrc rc.Ilt. (\l lll( (.t I t\ 1(,r tlta \e.ll r (lC(l .lu c ll) -rlll() ilrc \al ()ul (\tt Irlt!C' I .")

l)irc(l{rr\

lllc r)r(rtthcr\ (rl llla ll()ilr(l (\l l)rrc(lr)r\ ',rlro rctrctl dttttng tlte \cilt itra \ll()\\rl ,,rt IrlUt J ltt

.rctr,r,l:rrrec \trlll l{ar,rllrlrrlr ()J Ill( ((trttl)ilrt\'\ '\rlr( la\ ()l .\ssrretatirrrl

A ud ilo r\

lltt r\trrlirLrr (rrrrcr.rl rr r(.rprrnsrhlc l(r tllc \tltltlt()r\ lruJil ol lllr ((Jrltpal)\ rrr lt.trrttiltttte rrillt lhc

l)Lrblrr lrnlrrrr'c \lil|l,r!(rricrrl (l'l \1 ) 
^al. 

l{)li rrlrrtlr crtll)(i\!tl\ llr( r\tr(illt\l (,r'll(lil I r ) , I ( ) I I I I I I i t I ('

()tlrcr ,lt](lrlt)r\ Lr !,lll\ ,,rrt tlr( itlr(irt (]n lri. hchell

llr Orrict ol lhc lJrrir,i

( orpr,raic \ccrctlrr

I)ute o{r"\or1
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l..nrlie \l'arcr antl Sanilalittn ('otrrpanr l-irnilcrl
,\nnual Rtporls and I inantial St:llcrllcnts
lirr lhe r ear cntlr:tl .lunc 30.2019

st'\t 1..\ll:\ I ()l l)llll'( l()l{s' lll'sl'()NSlllll.l Il[s

Iht'l)uhlic lrnancc \1arralcrrrcnt Act. l0ll and rhc Stalc ( orporations Acl. rcqttirc'lh. l)ir!'clors l()

prcparc linancial \lalenlcrll\ tn r('sPccl rtl lhc cotnpilnl. rrhich girc a lrLle and lilir \ir\\ ()l lhc 5talc ol

al'lairr ol thc c{)n1nan,\ ar rhc cnd ol thc llnancial vcar arrd the opcralin! rcsulls ol tllt conrpanl for

lhal )ear. I hc l)ircclrrrs lrr, illso rcqrrircrJ to ensurc lhat lhe corr]pan) ke'cps pr.rpcr acr(rtlnliniI record\

uhich disclrrsc rrrlh rcasonlblc accurac\ lhe linancial Jrcsition ol lht'contplnr lhe l)trcctors are

also rcsponsihlc lor \Jlc!ulrdiDg Ihe a:'scls of the conrpanl

Ihc l)irecttrrs irrc rcspprtril.rlc lor thc prcparation and prc\cntalion ol lhc cotlpatlr's llnancial

\talcment\. rthieh 8rr.:.1 lrtl('ltnd lair vicn o[the slitlc ()l allairs ol thc colnnan] lirr an'l as al llrc end ol

rhc llnancr:rl lcur c tlc,i orr.lrrrre 10. 1019. This rcsponsibilitl includc\ (r) nratntlrrtrnp adcqualc'

financial rlatragcrl]c l arrllngctlrcnls and cnsuring lhal thcsc colllintlc lo hc cl-l('e1l\c tltrotlghoul thc

rcponing pcn()d. (ir) rlliii!lli,lning proPcr acc{)(lnling records. which discl0st rtilll rcasonablc

o..ur".f ,i, irr\ rr.( rhc ll.ancial pr.rsilion .l- lhc entil): (iii) dcsigning. rt.plctnt'ttttng and

nraintainrng rrlctnal e,rrrlr,tls rcl('\anl lo lhc prcParalion and lair prcscntlti(rn ol lhe llnancial

qalemcnls. unii cnsurrn! lhirl Ihc\ :trr lree from nratcrial tnisstatcmcnls. rrltclhcr dtlc lo crror or

lraud. (rr )slli'grrarriiog lhr a\\cls ol lhc compan;-: (!)\clecling and applling rpptoprtlllc accounlinB

polrci!'\: nnd 1\ r) nlallrl! ile(otlnllnS c\li|r]ales thal arc rcasonahlc in lhe ctrctrtttslatlccr

Ihe l)irector.r i(ecfl rc\f1(,n\ihilrty lirr the compan)'\ financial slalc-nrcnts. \lrich hitrc h<'ctr prcparcd

lr\ing sppronn lc a!crrullltng policics supponed by rcastxtablc and prutlent ltt'igcttrcrltr iill(i (\lrrllalcs in

.unl,,rn,ir1 rrrrlr lntcntarr,,rral I inarrcral RcJxrning Standards (11:RS). and in lhc tltanncr rcqtrircd h) thc

l)t.lrl Act an,i Iltc \talc ( lrr0oralt<lns Act. Ihe Dircctors arii 0l lhc oninion lhill lhe etrtttnlln) . financial

slalgrrlcnts gt\c il lluc,tnrl l rr rtCu of thC Statc ol Conlpan)': lransaclion\ dttrttlg the llllanclal \Car

cndt'd.lunc i0 -101q .rn(i rrl lhc conlpanl': financial pclsilton as al lhal dillc lllc l)rrcclor\ lunhcr

conlinn lhc cr)l]]pll]t(rc\\ rrl thc accounting records ltaintained lirr lhe cottlpitttl uhtr.'lt lla!c hcctt

rclicd u;xrn l lll! ftcp.lrirli()lt ol lhc cotl'lpan)'S linatlcial statcnlCnts ar ucll .ts thc a,ieqtt,rcr ol tht'

\\\lcnr\ ol intcnlrl ilnan,-ral rrrntrol

Notlting ha,, (() tc li) lltc itltcnli()n ol thc I)irectors kr indicale thal ll'lc c.rrlln rl\ \\rll l),rl rcllli,rrl 3 goillA

conccrn lor il lc.r\l lhc trtrt lrrclrc nl()nth\ lrom thc ditlc ol-lhi\ \lillenlenl

Al)llr'(,\ rl ol lhc fioancrrl \lr lcnl tnls

Ihe conrpiIN . lln n.ial \lalenrcnls *'crc approve<J h}

i!\ hrhall h\

lrf.,,+^r,.

lhc Iloard orr 06n Scptcttlhct lo l 
() atlrl siS.nctl trtt

I)ireel() aI)ircetor l)ircctrrr
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REPORT OF THE AUDITOR.GENERAL ON EMBE WATER AND SANITATION
COMPANY LIMITED FOR THE YEAR ENDED 30 JUNE,2019

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of Embe Water and Sanitation
Company Limited set out on pages 1 lo 27, 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,
slatement of comparison of budget and actual amounts for the year then ended, and a
summary of significant accounting policies and other explanatory information in
accordance with the provisions of Article 229 of the Constitution of Kenya and Section 35
of the Public Audit Act, 2015. 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.

ln my opinion, except for the effects of the matter described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, the financial position
of the Embe Water and Sanitation Company Limited as at 30 June, 2019 and of its
financial performance and its cash flows for the year then ended, in accordance with
lnternational Financial Reporting Standards (IFRS) and comply with the Water Act,
2016, the Companies Act, 2015 and the Public Finance Management Acl,2012.

Basis for Qualified Opinion

1.0 Unsupported Balances in the Statement of Cash Flows

The statement of cash flows reflects Kshs.1,840,866 and Kshs.46,698 in respect to
restatement on debtors control accounts and net cash flow generated from financing
activities both totalling to Kshs. 'l,887,564. However, the respective details and supporting
documents were not provided for audit.

ln the circumstance, the accuracy of the statement of cash flows for the year ended
30 June, 2019 could be confirmed.

2.0 lnaccuracies in Cash and Bank Balances

The statement of financial position reflects cash and bank balance of Kshs.633,953 as at
30 June, 2019. The balance excludes an amount of Kshs.796,790 in respect of customer
deposits as at 30 June, 2019. Further, the statement of financial position reflects bank
overdraft balance of Kshs.2,356,993 in respect to bank overdraft as at 30 June,2019.
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However, a review of the cashbook, bank statement and certificate of balance revealed
that the Kshs.2,356,993 was in respect of overdrawn current account cashbook arising
from posting of sixty-six (66) unpresented cheques amounting to Kshs.2,sg3,239.
Further, included in the Kshs.2,583,239 is Kshs.296,723 in respe-t to stale cheques as
at 30 June, 2019 which had not been reversed in the cashbook and thereby undeistating
the cashbook by the same amount.

ln the circumstances, the accuracy, completeness and fair statement of the
Kshs.2,356,993 bank overdraft balance as at 30 June, 2019 could not be ascertained.

3.0 Loss of Cash

As reported in previous years, Minute 16106104 of the board meeting held on18 November, 2014 stated that two cashiers had defrauded the cimpany of
Kshs.782,385. However, except for the copies of the letters to the suspects, Management
has not demonstrated efforts made to recover the lost cash.

ln the circumstances, the recoverability of the Kshs.7B2,3gS is in doubt.

4.0 Lack of Ownership Documents for plant, property and Equipment

The statement of financial position and as disclosed in Note 2 to the financial statements
reflects plant, property and equipment balance of Kshs.67,g69,559 as at 30 June, 2019.
l-]owey9r, as reported in previous years, the prant, property and equipment barance of
Kshs.67,869,559 as at 30 June, 2019 included xsrrs,a,aso,ooo and kshs.12,679,740for
land and buildings respectively inherited from the Ministry of water and lriigation and
maintained by the company. However, Management did not provide evidenceif transfer
of ownership for audit.

consequently, the ownership of the land and buildings valued at Kshs.17,529,740 as at
30 June, 2019 could not be confirmed.

5.0 Unaccounted for Customer Deposits

The statement of financial position and as disclosed in Note 6 to the financial statement
reflects customer deposits balance of Kshs.4,2g6,7g0. lncluded in this balance is
Kshs.3,500,000 invested in treasury bonds and Kshs.796,790 which has not been
invested but was banked in the company's two (2) bank accounts instead of a separate
account for ease of accountability. Further, the customer deposits were not reflected in
the cash and bank balances.

ln the circumstances, the security of the Kshs.4,2g6,7go customers deposit as at
30 June, 2019 could not be confirmed and customer refunds may not be possible on
demand.

6.0 Long Outstanding Accounts Receivables
The statement of financial position and as disclosed in Note 4 to the financial statements
reflects Kshs. 1 9,052,092 in respect to accounts receivables as at 30 June, 20.1g.
However, as reported in the previous years, the receivables balance of Kshs.1g,os2,og2
as at 30 June, 2019 included gross account receivables of Kshs.1 ,g93,921 inherited from
the Ministry of water and lrrigation in 2006 which remained outstanding for 14 years.
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ln the circumstances, the recoverability of the accounts' receivables balance of
Kshs.19,052,092 as at 30 June,2019 could not be confirmed.

7.0 lrregular Hire of Transport

The statement of profit and loss and other comprehensive income and as disclosed in
Note 17(iii) to the financial statements reflects establishment costs of Kshs.13,705,568.
lncluded in the amount is Kshs.296,300 in respect to transport hire and equipment which
further includes Kshs.1 77,000 spent on hire of five (5) motor cycles used for meter
reading exercise that was procured from three (3) different firms at Kshs.B00 per day.
However, details on how the cost of hiring the motor cycles was arrived at, registration
numbers of the motor cycles hired and names of officers ferried by the hired motor cycles
were not provided for audit review. Further, review of the list of prequalified suppliers
provided for audit revealed that the hire of transport and equipment services had not been
included in the prequalification process for the financial year 201812019.

ln the circumstance, the validity of the expenditure of Kshs.177,000 on hire of transport
for the year ended 30 June, 2019 could not be ascertained.

8.0 Unsupported Payment for Laboratory Apparatus, Chemicals and Reagents

The statement of profit and loss and other comprehensive income and as disclosed in
Note 17(iii) to the financial statements reflects Kshs.13,705,568 in respect to
establishment costs. lncluded in this amount is Kshs. 1,370,077 in respect to laboratory
apparatus, chemicals and reagents. However, Management did not provide
documentation on how the items were taken on charge in the stores.

ln the circumstance, validity of the expenditure of Kshs.1,370,077 in respect to laboratory
apparatus, chemicals and reagents for the year ended 30 June, 2019 could not be
ascertained.

9.0 Material Uncertainty in Relation to Going Concern

The statement of profit and loss and other comprehensive income reflected a deficit of
Kshs.2,002,937 for the year ended 30 June, 2019 (2018: deficit: Kshs.8,022,767). The
trend has resulted to retained accumulated losses of Kshs.112,217,630 as at
30 June, 2019. The financial statements have been prepared on a going concern basis
on the assumption that the Company will continue to receive financial support from the
County Government and its creditors.

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of the Embe Water and Sanitation Company
Limited Management in accordance with ISSAI 130 on Code of Ethics. I 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. I

believe that the audit evidence I have obtained is sufficient and appropriate to provide a
basis for my qualified opinion.
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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

Budgetary Control and Performance

The statement of comparative budget and actual amounts reflects final receipts budget
and actual on comparable basis of Kshs.34,800,000 and Kshs.123,480,786 respectively
resulting to an under-funding of Kshs.34,316,561 . Similarly, the Company incurred
expenditure of Kshs.36,355,753 against an approved budget of Kshs.34,792,S01
resulting to an over-expenditure of Kshs.1 ,563,252. The underfunding and
underperformance affected the planned activities and may have impacted negatively on
service delivery to the public.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

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

Basis for Conclusion

L0 Non-Revenue Water

Note '16 to the financial statements reflects 964,290 cubic meters (m3) of water produced
for consumption during the year ended 30 June, 2019 out of which only 4g5,664 cubic
meters was billed to customers. The balance of 468,626 cubic meters (approximately
49%) of the total water produced with an approximate expected earning of
Kshs.29,523,438 represents Non-Revenue Water (NRW) which is 24ok over and above
the allowable limit of 25% set by Water Services Regulatory Board Guidelines. The non-
revenue water ol 24o/o may have resulted in a loss of sales estimated at Kshs.14,335,839.

The significant level of non-revenue water is an indication of inefficiency and
ineffectiveness in the use of water and public resources, and may negatively impact on
the Company's profitability and its ability to sustain services in the long run.

2.0 lrregular Payment of Casual Wages

The Company incurred expenditure of Kshs.3,260,412 in respect to casual labour.
lncluded in this amount was payment of Kshs.2,863,91 I spent in respect to sixteen (16)
casual workers who were engaged for a period of twelve months. This was contrary to
Section 5.12 of the Company's approved Human Resource Policy Manual which provides
that casual appointments shall be made for a period not exceeding three months'
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renewable contract and shall be paid their wages on daily basis. Further the respective
engagement letters for the casuals were not provided for audit.

ln the circumstances, the Company is in breach of its human resource policy and the
payment was irregular.

3.0 Recruitment of lnterns

lncluded in the Kshs.3,260,412 expenditure on casual labour is Ksh.396,493 paid to
interns recruited without Board's approval. This was contrary to Section 5.11 of the
Company's approved Human Resource Policy Manual which stipulates that besides
preparing our youth for the job market, internship also seeks to temporarily address gaps
in specialized areas shall be done with appropriate authority of the Board of Directors"

ln the circumstances, the Company is in breach of its human resource policy.

4.0 Maintenance of Water Supply Systems

The incurred expenditure of Kshs.3,674,108 in respect to water management. lncluded
in this amount is expenditure of Kshs.2,204,730 on maintenance of water supply systems
which further includes Kshs.313,385 spent on purchase of various stock items through
imprest. The procurement was not supported by quotations, approved requisition
showing items and quantities to be purchased and details on whether the items were
taken on charge in the stores.

ln the circumstance, the validity of the expenditure on purchase of various stock items
through imprest expenditure of Kshs.313,385 could not be confirmed.

The audit was conducted in 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, financial 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 lhave 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(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, lconfirm that, nothing else has come to my attention to cause me to believe that
internal controls, risk management and governance were not effective.

Basis for Conclusion

1.0 Lack of lnternal Audit Unit

The Company did not have an internal audit section to carry out internal audit functions.
This was contrary to Section 155(1) (a) of the Public Finance Management (PFM) Act,
2012 which provides that a County Government entity shall ensure that appropriate
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arrangements are made for conducting internal audit according to the guidelines issued
by the Accounting Standards Board.

ln the circumstances, the Company is in breach of the law.

2.0 Lack of Approved lnformation Technology Security Policy

Review of the Company's information technology systems revealed that it has in place
Enterprise Resource Planning (ERP) to manage its operations. However, the Company
did not have an approved lT policy for governance and management of its ICT resources.
ln addition, there is no ICT steering committee in place to assist in development of ICT
policy framework to enable the company realize long term ICT strategic goals. Lack of an
approved lT policy may result in unclear direction regarding maintenance of information
security across the organization and safeguarding the Company's ICT assets. Further,
without a sound and approved framework, users do not have any rules and procedures
to follow in order to minimize risk of errors, fraud and the loss of data confrdentiality,
integrity and availability.

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standards
require that lplan 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. lbelieve that the audit evidence lhave
obtained is sufficient and appropriate to provide a basis for my conclusion.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

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

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;

ii. ln my opinion, adequate accounting records have not been kept by the Water
Company, so far as appears from the examination of those records; and,

The Company's financial statements are not in agreement with the accounting
records and returns.
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iii.

Responsibilities of Directors and those Charged with Governance

The Directors are responsible for the preparation and fair presentation of these financial
statements in accordance with lnternational Financial Reporting Standards and the
requirements of the Kenyan Companies Act, and for maintaining effective internal control
as the Directors determines is necessary to enable the preparation of financial statements
that are free from material misstatement, whether due to fraud or error and for
assessment of the effectiveness of internal control, risk management and governance.

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



ln addition to the responsibility for the preparation and presentation of the financial
statements described above, the Directors are also 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.

Those charged with governance are responsible for overseeing the Company's financial
reporting process, reviewing the effectiveness of how Management monitors compliance
with relevant legislative and regulatory requirements, ensuring that effective processes
and systems are in place to address key roles and responsibilities in relation to
governance and risk management, and ensuring the adequacy and effectiveness of the
control environment.

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 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 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 effective way, in accordance with the provisions of Article 229(6) of the Constitution
and submit the audit report in compliance with Article 229(7) of the 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(1)(a) of the Public Audit Act, 201 5 and submit
the audit report in compliance with Article 229(7) of lhe Constitution. My consideration of
the internal control would not necessarily disclose all matters in the internal control that
might be material weaknesses under the lSSAls. 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 that 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 period by employees in the normal course of
performing their assigned functions.
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The Directors are 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.



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
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. I also:

ldentify and assess the risks of material 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
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 Directors.

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

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

I communicate with the Directors 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.
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Conclude on the appropriateness of the Directors' 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's
ability to continue as a going concern. lf I conclude that a material uncertainty exists,
I 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 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 as a
going concern.



I

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

CPA Na BS
AUDITOR.GENERAL

Nairobi

12 January,2022
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EMBE WATER SANITATION COMPANY LIMITEI)
Annual Reports and Finrncial Statements
For the year ended June.l0, 2019

NOTES TO THE FINANCIAL STATEMENTS

I. GENERAL INFORMATION

Etnbe water and sanitation company (EMBEWASCO) is a water service provider (WSP) rvhich was
incorporated in June 2006 and falls under Embu County Covemment. EMBEWASCO covers an area of
over 362 km2 which has a population ofabout 47,067.The head office is at Siakago Town, Embu County.
For Kenvan Conrpanies Act reponing purposes, the balance sheet is represented by the statement of
financial position and the profil and loss account by the statement of profit or loss and other
comprehensive income in these financial statements

A) STATEMENT OF COMPLIANCE AND BASIS OF PREPARATION

The financial statemenls have been prepared on a historical cost basis except for the measurement al re-
valued amounls of cenain items of propeny, plant and equipment, marketable securities and financial
instruments at fair value. inrpaired assets at their estimated recoverable arnounts and actuarially
deternrined liabilities at their present value. The preparation of financial statements in contbrmity with
lntertlational Financial Reporting Standards (IFRS) allows the use of estimates and assumptions. lt also
requires managenlent to exercise judgement in the process ofapplying the entity's accounting policies.
'l-he 

areas involving a higher degree ofjudgement or complexity. or where assumplions and estimares are
significant Io the tinancial statetnents, are disclosed in Note xx.

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

The financial stalements have been prepared in accordance with the PFM Act, the State Corporations Act.
and lnternalional Financial Reporting Standards (IFRS). The accounting policies adopted have been
consistently applied to all the years presented.

B) APPLICAI'ION OF NEW AND REVISE,D INTERNATIONAL FINANCIAI-
REPORTI NG STANDARDS (I}'RS)

i) Relevsnt new slandards and am€ndmenls to published stsndsrds effective for lhe year ended 30
Ju ne 2019

IFRS l6: Lea:tes
The new standard, ef'fective tbr annual periods beginning on or after lst January 2019, introduces a

new lessee accounting model, which requires a lessee to recognise assets and liabilities for all Ieases

wilh a term ol more than l2 months, unless the underlying asset is of low value. A lessee is required
lo recognise a right-ol'-use assel representing its right to use the underlying leased asset and a lease
liability representing its oblrgation to make lease payments.
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Embe Water and Sanitation Company Limited
Annual Reports and Financial Statements
For the vcar ended June J0 .20t9

NOTES TO THE FINANCIAL STATEMENTS (Continued)

APPLICA'[ION OF NEW AND REVISED INTl]RNATIONAI- FINANCIAL
REPORTIN(; STANDARDS (IFRS) (Continrcd)

i) Relevani new slsndards and amendmenls to published slandards effective for the year ended J0
Ju ne 2019 (Continued)

Application of IFRS l6 requires right-of'-use assets and lease liabilities ro be recognised in respecl oi
mosl operating leases where the Company is the lessee. where right ofuse assets of, lease liabilities of
and a deferred tax asset are recognised with a corresponding decrease of the net antount in retained
earnings in these financial statements, However, during the financial period 2018-2019, none ofthe
above liabilities were incurred, thus none recognised.

IFRIC 23: Unceaainty Over income tox treatments

The interpretation addresses the determination of taxable profit (tax loss), tax bases, unused tax
losses, unused tax credils and tax rates. when there is uncertainty over income tax treatments under
IAS 12. It specilically considers:

. Whether tax treatments should be considcrcd collectively

. Assumplions for taxation authorities' examinations

. The determination oftaxable profit (tax loss). tax bases. unused lax losses. unused tax credils
and tax rates

r The etfect ofchanges in facts and circumstances

Amendmenls lo IFRS 9litle Prepaymenl Fealurcs with Negative Compensation (issue(l ln Oclobet
20t n

The amendments. applicable to annual periods beginning on or alier I January 2019. allow entities to
mcasure prepayable tinancial assets with negative cornp€nsalion at amonised cost or fair value
through other comprehensive income if'a specified condition is met.

Amendmenls lo IAS 28 litled Long-term Inlerests ln Associates o d Joint Ventures (issued in
Octoher 2017)

The amendments, applicable to annual periods beginning on or atler lst January 2019, clarify thar an
entily spplies IFRS 9. rather than IAS 28, in accounting lor Iong-term inrerests in associates and joinr
ventures.

Amerulmenls to IFRS 3 - Annual Improvements to IFRSs 2015-20t7 cycle , issued ln December
20t7.

The arnendments. applicable to annual periods beginning on or after lst January 2019. provicie
additional guidance on applying the acquisition method to parlicular rypes of business combination.

8



Embe Water and Sanitation Companv Limited
Annual Reports and Financial Statements
For the year ended June J0 ,20t9

NOTES TO THE FINANCIAL STATEMENTS (Conrinu€d)

APPI,ICATION O}'NEW ANI) RRVISED INTERNATIONAL FINANCIAL REPORTING
STANDARDS (IFRS) ((:ontinucd)

i) Relevart new standards &nd smendments to published stardrrds effective for the year ended 30
June 2019(Continued)

Amendments to IFRS ll - Annuol Improvements lo IFRSS 20tS-20t7 C),cle , issued in December
20t7

The amendments. applicable to annual periods beginning on or after lsr January 2019, clariry thar
when an entity obtains joint control of a business thal is a joint operalion, it does not re-meesure its
previously held interests

An e,t menls tt, IAS l2 - Annual lmprovements lo /FRSs 2015-2017 C1,cle, issuetl in Decemher
2017

The amendments, applicable to annual periods beginning on or after lst January 2019, clarify that all
illcome tax corlsequences of dividends should be recognised when a liability to pay a dividend is
Iecognised, and that these income tax consequences should be recognised in profit or loss. orher
comprehensive income or equity according to where the entity originally recognised the transactions
ro lYhich th€y arc linked.

Amen menr$ to IAS 2-l - Annunl Improvements t, IFRS,- 20ls-2012 Cycle, issued in December
201 7

Thc amendrnenls, applicablc to annual pcnods beginning on or alter I st January 20 19, clarify that the
costs of borrowings made specitically for the purpose of obtaining a qualiling asser that is
substantially completed can be included in the determination of the weighted average of borrowing
costs lbr other qualitying assets.

Amendments to IAS 19 dtled Plan Amendment, cu ailment or sefilement (issucd ln February
20t8)

The amendmenls. applicable to plan amendmenls, cunailments or settlements occurring on or afier the
beginning ofthe tlrst annual reponing period that begins on or after lsr January 2019, requires an
entity to use updated actuarial assumptions to delennine current seryice cost and net interest for the
remainder of the annual reporting period after the ptan amendmenl, currailment or settlement when
the entity re-measures its net defined benct'it liability (asset) in the manner specified in the amended
standard.

None ol the above standards and amendmenls, have any impact on the current linancial period upon
their adoplion.
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Embe Water and Sanitation Company Limited
Annual Reports and Financial Statements
For the vear ended June 30,2019

NOTES TO THf, FINANCIAL STATEMENTS (Continued)

APPI-ICAIION OF N3.W ANI) REVISl]D IN'I'ERNATIONAI, }'INANCIAT, REPORTING
STANDARDS (IFRS) (Continued)

ii) New and amend€d stantlards and interpretations in issue bul rot yet effective in the year ended

30 Ju ne 2019

IFRS l7 Insurance Conttacts (lssuttl l8 Ma),21)17)

IFRS l7 requires insurance liabilities to be rneasured at a current fultlllnrent value and provides a
more unitbrnr measurernent and presentation approach lor all insurance contracts. These requirements

are designed to achieve the goal of a consistenr, principle-based accounting for insurance contrircts.

IFRS l7 supersedes IFRS 4 /n.rlrrancc ('ontracts as of I January 2021.

Amendmenls lo ReJbrences lo the Conceptual Framework in IFRS Stuntlards (lssued 29 March
2l)18- Applicable.for onnual periols heginning I Junuory 2020)

Together with the revised L'onceptual Frumev'ork published in March 2018. the IASB also issued
Amendmenls lct Refercnces t(, thc Con(aptuol Framewrtrk in IFRS Standarcls. The document contains
amendments to IFRS 2, IFRS 3, IFRS 6, IFRS 14, IAS l,lAS 8, IAS 34, IAS 37. tAS 38. IFRTC t2.
IFRIC lS, IFRIC 20, IFRIC 22. and SIC-12. Nor all arnendrnenrs. however update those
pronouncements with regard to references lo and quotes trom the tiamework so that they refer to the
revisd ('onceptual Frqmework. Some pronouncements are only updated to indicate which version of
the framework they are ret'erencing ro (rhe IASC framework adopred by lhe IASB in 2001, the IASB
tiamework of 2010, or the new revised framework of 2018) or to indicate thal definitions in the
standard have not been updated with the new definitions developed in the revised Conceptua!
Frameu'ork.

The Direuors rlo not plan tu appll nny of the thove ntil the! hecome .lf.e.tiye ond tre consi ered
lo he .rpplicoble. Bose o thelr ossessmer of the pote lial impact of upplicutiott o.[ the ohove, they
do t ot cxpect thtt there L'ill he o signi/iunt impfict on the comp(ny's.finuntinl stutements
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Embe Water and Sanitation Company Limited
Annual Reports antl Financial Statements
For the year endcd June 30 ,2019

NOTES TO THE FINANCIAL STATEMENTS (Conrinued)

APPI,ICA'I'ION oT' NEW AND REVISED I]\TERNATIONAI, FIN.ANCIAL REPOII,TINC
STANDARDS (IFRS) (Continued)

iii) Early adoption of standards

The entity did not early - adopt any new or amended standards in year 201 8.

C) STIMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principle accounling policies adopted in the preparation of these financial statements are set oul
below:

a) Revenue recognition

Revenue is recognised to the exlent that it is probable that tuture economic benefits will flow to the
enlitv and the revenue can be reliably measured. Revenue is recognised at the lair value ol
consideration received or expecl.ed to be received in the ordinary course of the crtir,y .r act'vities. net
of value-added tax (vAT), where applicable, and when specific criteria have been met lor each ofthe
er,riD,l! activities as described beiow.

Revenue from the sale of goods and services is recognised in the year in which the enrity
delivers products to the cusromer, rhe customer has accepted the products and collectability of
the related receivables is reasonablv assured-

i)

ii) Grrnts from National Government are recognised in rlte year in which rhe entity actually
receives such grants. Recurrent grants are recognized in the statement of comprehensive
income. Developmenvcapital grans are recognized in the statement of tlnancial position and
realised in the statement of comprehensive income over the useful life ofrhe assets that has
been acquired Lrsing such ti-rnds.

iii) Finance income comprises interest receivable from bank deposits and investment in securities.
and is recognised in profil or loss on a time proportion basis using the effecrive interest rate
lnethod.

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

v) Rentol income is recognised in the income statement as it accrues using the efiective lease
agreements.

vi) Other income is recognised as it accrues

b) I n-kind contribu rions

ln-kind contributions are donaljons that are mad€ to the entit.y in the form of acrual goods and/or
services rather than in money or cash terms. These donations may include vehicles, equipment or
personnel services, Where the financial value received tbr in-kind contribulions can be reliably
determined, lhe entih, includes such value in the statement of comprehensive income both as revenue
and as an expense in equal and opposite amounts: otherwise, the contribution is not recorded.
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Embe Water and Sanitation Company Limited
Annual Reports and Financial Statements
For the vear en(led June 30,20r9

NOTf,S TO THE FINANCIAL STATEMENTS (Continue d)

S UMM ARY OF SIC NI I'tCANT ACCO I"T N TINC POL ICIES (Cloet krued)

c) Property, plant and equipment

All categories of propeny, plant and equipment are initially recorded at cost less accumulated
depreciation and impairment losses.

Certain categories of propeny, plant and equipment are subsequently carried at re-valued amounts,
being their fair value at the date of re-valuation less any subsequent accumulated depreciation and
impairment losses. Where re-measuremenl at re-valued amounts is desired, all items in an asset
category are re-valued through periodic valuations carried out by independent external valuers.

lncreases in the carrying amounts of assets arising from re-valuation are credited to other
comprehensive income. Decreases that ottset previous increases in the carrying amount ofthe same
asset are charged against the revaluation reserve account; all other decreases are charged to profit or
loss in the income statement.

Cains and losses on disposal of itenu of propeny, plant arrd equipment are determined by comparing
the proceeds liom the disposal with the net carrying amount of the items, and are recognised in profit
or loss in the income statement.

d) Depreciation 8nd impairment of property, plant and equipment

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

Depreciation on property, plant and equipment is recognized in the income statement on a straighr-
line hasis to write down the cost of each asset or the re-valued amounl to its residual value over its
estimated useful li[e.'fhe annual rates irr use are;

Buildings and c ivil works
Plant and rnach inery
Motor vehicles, including motor cycles
Conrputers arrd rclutctl ccluiprrrent
Olfice equipment. furnirure and fittings

25 years or the unexpired lease period
12.5 years
4 years
3 years

12.5 years

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

Items of property, plant and equipmenr are reviewed annually tbr impairment. Where the carrying
amount ol'an asset is assessed as grealer than its estimated recoverable amount, an impairment loss is
recognised so that the asset is written down ir:mediately to its estitnated recoverable amount.
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Embe Water and Sanitation Company Limited
Annual Reports and Financial Statements
l'or the vear entled.lune J0 .20t9

NOTES TO THE FTNANCIAL STATEMENTS (Continued)

StIMMARY ()l- Sl(;Nl I.'ICANT A(ICOtlNTlN(; POI-ICIRS (Continued)

e) Intangible ass€ts

lntangible assets comprise purchased computer sofiware licences, which are capitalised on the basis
of costs incurred to acquire and bring to use the specific software. These costs are amorlised over the
estimated usetul lit'e of the intangible assets from the year that they are available for use, usually over
three years.

f) Amortisation and impairment of intangible assets

Amortisation is calculaled on the straight-line basis over the estimated useful lile of computer
sotlware of three years.

g) I nvestmenl pr0perty

Buildings, or part of a building (freehold or held under a finance lease) and land (freehold or held
under an operating lease) held for long term rental yields and/or capital appreciation, and which are
not occupied by the entity, are classified as investment property under non{urrent assets.

lnvestment propeny is carried at fair value, representing open market value determined periodically
by independent exlernal values. Changes in lair values are included in profit or loss in the income
statemenl.

h) Finance and operating leases

Leases which confer substantially all the risks and rewards ofownership to the entity are classified as
finance leases. Upon initial recognition, the leased asset is measured at an amount equal to the lower
of its fair value and lhe present value of the minimum lease payments, and the asset is subsequently
accounted for in accordance with the accounting policy applicable to that asset.

All other leases are treated as operating leases and the leased assels are recognised in the shtement of
financial position to the extent of prepaid lease renlals at the end of the year. payments made under
operating leases are recognised in profit or loss on a straight-line basis over the term ofthe lease.
Lease incentives received are recognised as an integral part of the total lease expense over thc term ol'
the lease.

i) Fixed interest investments (bonds)

Fixed interest investments reler to investment funds placed under Cenlral Bank of Kenya (CBK)
long-term intiaslructure bonds and other corporate bonds with the intention of eaming interest
incomc upon the bortd's dispusal or nratulity. Fixed irtcrest investtttents are frecly traded al the
Nairobi Securities Exchange. The bonds are measured at l'air value through profit or loss.

j) Quoted invcstmcnts

tl

All computer sollware is reviewed annually for impairment. Where the carrying amount of an
intangible asset is assessed as greater than its eslimated recoverable amounl, an impairment loss is
recognised so that the assel is written down immediately to its estimated recoverable amount.



Embe Water and Sanitation Company Limited
Annual Reports and Financial Statements
For the year ended .Iune 30, 2019

Quoted investments are classified as non-current assets and comprise marketable securities traded

freely at the Nairohi Securities Exchange or other regional and international securities exchanges.

Quoted investments are stated at fair value.

k) Unquoted inYestmenls

Unquoted investments stated at cost under non-current assets, and comprise equity shares held in
other Covcrrrnrcrt owrred or controllcd cntities.

l) lnventories

lnventories are stated at the lower of cost and net realizable value. The cost of inventories
comprises purchase price, impon dulies, transponation and handing charges, and is detennined on
lhe moving average price method.
The value ol'inventories as at J0'r' June, 201 9 was Kshs.464. 950 derived from respective reconciled
inventory ledger balances.

m) Trade and other receivables

Trade and other receivables are recognised at fair values less allowances for any uncollectible
amounts. These are assessed for impairment on a continuing basis, An estimate is made of doubtful
receivables based on a review of all outstanding amounts at the year end. Bad debts are written otF
after all elforrs at recovery have been exhausted.

n) Taxa ti0Il

Currerrt itr(\rnrc to-\

Current income tax asser and liabilities tbr the current period are measured at the amount expected
to be recovered tiom or paid to lhe laxation authorities The tax rates and tax laws used to compute
the amounl are those that are enacted or substantively enacted, at the reporling date in the area
where the Entity operates and generates taxable income. Current income iax relating to items
recognized directly in net assets is recognized in net assets and not in the statement of financial
pedbrmance.
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NOTES TO THE FINANCIAL STATEMENTS (Conrinued)

StlMM.{RY ()F sl( JN I r-l(' AN'f .\(l('()t I NTI NG P()t. lCl ES ((-ontinued)

n) Taxation (Continued)

Currenl itrurnre tux (Continue )

Cuncttt irtcorne (ax assels and liabilities for the current period are measured at the amount expected
to be recovered tiom or paid to the taxation authorities. The tax rates and tax laws used to compute
the amount are those thal are enacted or substantively enacted, at the reporting date in the area
where the Entity operates and generates taxable income. Current income tax relating to items
recognized directly in net assets is recognized in net assets and
Management periodically evaluates positions taken in the tax returns with respect lo situations in
which applicable tax regulatiolrs are subiect to interpretation and establishes provisions where
appropriate.

I)cli,rrLd tot

Def'ened ta-x is provided using thc liability method on temporary ditTerences between the tax bases
of assets and liabilities and lheir carrying amounts tbr llnancial reponing purposes at the reponing
date.

Det'erred tax liabilities are recognized for all taxable temporary ditferences, except in respect of
taxable temporary differences associated with investments in controlled entities, associates and
inlerests in joint ventures, when the timing of the reversal of the temporary differences can be
controlled and it is probable that the temporary diflerences will not reverse in the foreseeable
t'ut ure.

Deferred tax assets are recognized for all deductible lemporary differences, the carry forward of
unused tax credits and any unused tax losses. Deferred tax a-ssets are recognized to the extent that it
is probable that taxable profit will be available against which the deductible temporary differences,
and the carry lorward 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 difl'erences will reverse in the foreseeable t'uture and taxable profit will
be availablc against which tltc tetnporary differenccs can be utilized.

The carrying anrounr of deferred 1ax assets is reviewed at each reponing date and reduced to the
extenl that it is no Ionger probable that suflicient taxable prolit will be available to allow all or parl
ol the det'erred tax asset to be utilized, Unrecognized dettrred tax assets are re-assessed at each
reponing date and are recognized to the extent that it has become probable that t'uture taxable
profits will allow the deferred tax asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the year
when the asset is realized or the liability is senled, based on tax rates (and tax laws) that have been
enacted or substantively enacted at fhe reporling date.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

STIMMARY ()l' sl(lNlFICAN t ACC()IlN'I-lNG P()l.lClES (('ontinued)

n) Taxation (Continued)

DeJ e rre I t cr ( C o n t i n uul )

Deferred tax relating to itcms recognized outside surplus or dcficit is recognizcd outsidc surplus or
deficit. Det'erred tax iterns are recognized in correlation to the underlying transaction in net assets.

Deferred tax assets and deferred tax liabilities are olfsel if a legally enforceable right exists to set

otT current tax assets against current income tar liabilities and the det-erred taxes relate to the same

taxable entity and the sarne taxarion authority.

o) Cash and c{sh equivalents

Cash and cash equivalents comprise cash on hand and cash at bank, shon-term deposits on call and
highly liquid investments with an original maturity of three months or less, which are rcadily
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 Kcnya and at various Commercial
Banks at the end of the reporting period. For the purposes of these financial statements, cash and
cash equivalents also include shon term cash imprests and advances to authorised public officen
and/or institutions which were not surrendered or accounted for at the end of the financial year.

p) Borrowings

lnterest bearing loans and overdratis are initially recorded at fair value being received, net ofissue
costs associated with the borrowing. Subsequently, these are measured at amortised cost using the
et-feclive interest rate method. Amorlised cost is calculated by taking into account any issue cost and
any discounl or premium on setllement. Finance charges, including premiums payable of sefilement
or redemption are accounted for on accrual basis and are added to the carrying amount of the
instrument to the extent that they are not settled in the period in rvhich they arise. Loan interest
accruing during the conslruction of a project is capitalised as pan of the cost of the project.

q) Trade and other payables

Trade and other pa1'ables are non-interest bearing and are carried at amortised cosr. rvhish is
measured at the fair value olcontractual value ofthe consideration to be paid in future in respect of
goods and services supplied, whether billed to the enliry or not, less any payments made to the
suppliers.

r) Rctiremcnt benefit ohliqations

The entity operates a detlned contribution schernc tbr all t'ull-time employees from July l, 2010.
The scheme is administered by an in-house tearn and is funded by contributions from both the
company and its employees. The conrpany also contributes to the statutory National Social Security
Fund (NSSF). This is a defined contribulion scheme registered under the National Social Security
Act. The companl''s obligatiorr under the schenre is linrited lo specific contributions legislated lronr
tirne to time and is currentll' at Kshs.1.080.00 per employee per month.
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StTMMARY ()F sl(;NIFICANT ACC'()tlN'l'l N(; POt,tCIES (Continued)

s) I'rovision for staff lcuve pa1

Employees' entitlements ro 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.

t) Exchange rale differences

The accounring records are maintained in the tunctional currency of the primary economic
environmenl in which the entity operates, Kenya shillings. Transactions in foreign currencies
during the year'/period are translated into the lirncti0nal currency using the exchange rates
prevailing at the dates of the transactions or valuation where ilerns are re-measured. Any foreign
exchange gains and losses resulting t'rom the settlement of such transactions and from the
translation at year-end exchange rates of monetary assets and liabilities denominated in foreign
currencies are recognised in protit or loss.

u) Budget in forma tion

'Ihe original budger tbr FY 20llr-2019 was approved by the Nalional Assembly on xxxx.
Subsequent revisions or additional appropriations were made to the approved budget in accordance
with speciiic approvals tiorr the appropriate authorities. The additional appropriations are added to
the original budget by the entity upon receiving the respective approvals in order to conclude the
final budget. Accordingly, the entity recorded additional appropriations ofxxxxx on rhe 2018-2019
budget following the rroverning hodv's approval.

The entity's budget is prepared on a different basis to the actual income and expenditure disclosed
in the financial statements. The financial sratenrents are prepared on accrual basis using a
classification based on the nature of expenses in the statement of financial perfbrmance, 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 reclassil'ied by presentation to bc on the same basis as the
approved budget. A comparison of budget and actual arnounts, prepared on a comparable basis to
the approved budget, is then presented in the statement of conrparison of budget and actual
amounts. ln addition to lhe Basis dift'erence, adjustrnents lo amounts in the llnancial statements are
also made for ditTerences in the lbrmats and classitication schemes adopted for the presentation of
the financial statements and the approved budget.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

St,MMA RY ()F Sl(;Nl F'ICAN'l' A(-C()l I N'f lN(; Pf)LICl ES (Continued)

u) Budget in formati(,n (Continued)

A statement to reconcile the actual amounts on a comparable basis included in the statemenl of
comparison of budget arrd actual arnounts and lhe actuals as per the statement of financial
perfirrrnarrcc has bccn plesented aficr statcnlenl ofcaslr tlow page ofthese financial staternents.

v) Service concession a rrangements

The Entity analyses all aspects ofservice concession arrangements that it enters into in determining
the appropriate accounting lreatment and disclosure requirements. ln parlicular, where a private
pany conlributes an asset to the arrangement, the Entity recognizes that asset rvhen, and only when,
it controls or regulates the services the operator must provide logether with the asset, to whom it
must provide theln, and at what price. ln the case oi assets other than 'whole-of-life' assets. it
controls, through ownership, beneficial entitlernent or otherwise - any significant residual inlerest
in the asset at the end of the arrangernent. Any assels so recognized are rneasured at their fair value.
To thc cxtent that an asset lras bccn recognizcd, tlrc Entity also lecognizcs a corresporrding liabilitv,
adjusted by a cash consideration paid or received.

Where necessary comparative figures for lhe plevious tinancial year have been anrended or
reconfigured to conlonl to the required changes in presentation.

x) Subseq uent evenls

There have been no events subsequent to the financial year end with a significant impact on the
flnincial statements for thc year ended June 30, 2019.

D) SIGNIFICANT .IUDCMENTS ANI)
TINCER'TAINTY

SOUR(]ES O}- ES'I'IMATION

Thc preparatiort o1 (hc Entity's tinancial statenrcnts in conformity with llRS requires management to
make judgments, estimates and assumptions that atfect the reported amounts of revenuesj expenses.
assets and liabiliries. and the disclosure of contingent Iiabilities. at the end of the reponing period.
However. uncenainly aboul these assumptions and estinrates could result in outcomes that require a

material adjLrstnrenl to the carrying amount ofthe asset or liability affected in future periods.

Estimstes and assumptions.
The key assumptions conceming the tuture and other key sources of estimation uncenainty at the
reponing date, that have a significant risk of causing a material adjustment to the carrying amounts of
assets and liabilities within the next financial year. are described below. The Entity based its
assurnptions and estinrates on paramelers available when the financial statements were prepared.
However, exisling circumstances and assumptions about future developments may change due to markel
changes or circumstances arising beyond the control of the Entity. Such changes are reflected in the
assumptions when they occur.

l8
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['scful lilr:s tnd rcsidull valucs

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

potential future use and value frorn disposal.

o The condition of the assel based on lhe assessmenl ofexpens employcd by the Entit.v

o l-he narure of the asser. its susccpribilirl and adaptabilit-v to changes in technol<lgy and processes

. The nature of the processes in u'hiclr thc asset is depl()\'cd

o Availability of funding to replacc thc assets

. (lhanges in tlre market in relation to thc asset

Provisions

Provisiolts were raised and managcnrerll deternrincd an cstimate based on the information availablc'

Additional disclosure of lhese eslimatcs of provisions is included in notes.

Provisions are measured al the nlana8crnenl's besl eslimale of the expenditure required lo sellle lhe

obligation at the reponing date. and are discounted to Prescnl value rvhere the effecl is nraterial.

2.

PLANT,PROPERTY ANDEQUIPMENTS

AS AT 3OTH JUNE,2019

I,AND

4.850.000

Ilt ll l)l\(,
I 5. l(r0.l.l l

\1.\ ( ll l\ +_R \
9.1 ..1 9.1 .0 5 l

( ( )\l Pl I l-R:
,\\l)

\( ( l.\s()Rl]-s

916.250

\l( ) I oR
\tl (tl

t(
( \( t Is

( osl

Add il iI)ns 29.600

1.7 52.17 tt

l.t R\ t Rl.
,ti t ll l l\(;s

t25.581

l()l1l

Illt.298,606

16,255

J,lt50.000 t5.t60.3J1 9-1,{9J.052 9{5,850 J,752,3711 132,231 r rtt,-u{.tl6l

I) I. I'RI..( lAl l()\
( ha rg( irr prior
\ (ir l\ 2.?l r.814

258,770

i7.7jj.126

6,970, I I6

2.128.289

406,022

{2.708,775

1,156,521( hir

514,144

l.5 r2

5 r .l8l

t0, r07r for the vcar

2,.180.60{ ,r4, 70.1,2.12 685,656 7, 5,1.1,-l I I 6r,489 S0, l6 5,-l{)2'l otal cha rge

N.B.V 30/06/2019 4,E50,000 12,679.740 48,790,810 260,t9.1 I,218,067 ?0.7J8 67,1169,559

\\.t).\ -l{).(}6.21)lll 1.,t50.001) l -l.l(l(r,l l9 55,760,926 1,12,106 I,62,1,01t8 ?.1,200 76,9{lt,?2lt

KSIIS

.10.06.20193 BANK GUARANTEE

Balance b/f

ADD:Addilions during thc Year

I10.(x)0 220.000

210.000 I ll).{l0ll

l he above amount is wirhheld by the bank (co-operalive bank ofkcnya-siakago)on behalfof

t9
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I,ltnhe \A'htcr and Sanilation Companl' l,imited
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l''or thc vear ended ,lunc .30, 2019

lana water service board. fherefore treated as an asset in the s(atemenl of financial position

4 ACCOUNT RECEIVABLES

Receivables as at l0/06/2019

LESS: 5o/0 Provision

Balance as at 30TH JUNE 2019

5 CASH AND CASH EQUIVALENTS

Cash al hand

Cash in bank-Currenl Accounl

-Savings Accounl

6 CUSTOMER DEPOSITS

Balance b/f

ADD:Additions during the year

Less: Refunds during the year

7 ACCOUNTS PAYABLES AND ACCRUALS

Note 24 on Page 27-28

:0.0 54.8I4

( t.002.742)

t6.91 8.858

(845.e41)

t9.0s2.092 t6,072,9t 5

6t8.586

5. -',]6 7 4.441

109.724

t,610,593

6-l-l 95J

q.800 )

t,944,75tt

t.85i,i90

449.200

3.4 ll.l60

501.800

( s9,7 70)

,1,2 96 790

7..164.70 1

1 -t 6.1 ?03

r90.497.018

J,tt57,190

t0.70 t.09i

I 0.70 t .09-1

II (]APITAL FU NDS

Balance b./ f 190.497.0 r8

ADD: Addirions dunng lhe )car

9 RETAINED EARNINCS

Balance b/f

Less: Restaled amount on prior year debtors

n DD: Additions during the year

IO WATEIT REVENI]Ii

Wate r charges

Reconnection fees

190,,19? 0r8

( 108.173.827)

( 1.840.866)

| 90,,197.01ll

002,9I7 )

( r02.97 1.382)

2,626.622

(8,022,7 61)().

( 2,2t7.6-10) (108,3? 2,02 6 )

2 9.517.2 3 8

r56,500

28.862,861

632,200

l0



[,]nrhc \\aler antl Sanilation ( ttntllanr Linritcd
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(;lti\\.1-\ A\l) st ll\ll)ll.s

(iOK subsidy on stafl salaries

I 2 M ISCELLEN EOTJS INCoM E
Reimbursemcnt fr<tm Road Contraclor

29.69J,7 J8 :9 {95.063

175.832

63.937

99.7 59

15,090

Bank interests

Surcharges

Applicarion fees

l-abour

Others (Melre Rent. Elc)

Waler received from intake

Less: Water used in trealmenl works

Volume of waler produced for consumption

l-ess: volume ofwater billed

Un-accounted for waler (water not billed)

PercentageofUFW

.168.626 345.886

2.796,O40

265.90 t

t75.E32

4 t,800

76.800

1.266.450

.1.622.lt1.1

l] Ol llER Ol',[:RA1'lN(; IXPUNSI]S

Aur.irt lccs t0{).000

I79.640

^t 79.6{0

r4 FTNAN('lA1-('OS-|'S

Eank clrarges 271.165

27 t,-165

l5 tN l)lRE('T EXPIINSES

(;( )K Subsidi'on stalf salar)

t6 \\All. lt l'lt()l)t ( ll()\.\\l) I)lsl ltlllL lI()\ l\( t lll( 11l:l RI,,s

-l ?.1 6tlt

100.000

I78,4?0

,1711..r70

260.5 56

2 60.556

1.207.58 t

1,11,29 r

876.3 3 7

s10q)

96,1,290

,r 95,664

829,329

.19'1.4,11

2l
{q 11
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Ln'rbc \\ ittcr antl Sanitation ( ttntJranr l-inri(erl
Annua.l ltepor(s and I''inlncial Stilicnltn(s
I.'or thc reur cntlctl .lunc -11).2()19

I7 ADM INISTRATIVE I]XPENSES

i) Water management

9olo Board Admin istralion fees

I 9/o water Regulatory ltes(WASRF-B)

Raw water charge (wARMA)

Mainlenance of water suppll s1'stcnr

Directors allowance

-r0.06.10 t9 -]0.06.?0lti

2.688.271

298.691

)t'| 1)1

t.485.420

666.000

3.6 ?.1. t 0li 5.-r85.6 t 0

ii) Staff emolu ments

Salaries

Casual labour

Staff wellare

Staff l ra ining

Slaff lravel and subsistcnce

iii) Estsblishment costs

Electricity

Printing and stationery

Telephone. [ax and mobile

Advenisement, publiciry and newspapcrs

Transpon hire and equrpment

lnsurance

OfIice cleaning and miscellaneous

Postage and courier

Stakeholders' meeting and exhibilion

Consultanl and Freelance

Laboratory apparatus, chemicals and reagents

Computer repairs and mainlenance

Building. grounds and Ceneral repairs

I t.446.416

t.260,4 l2

198,990

30.000

3.252,999

I r . t85.906

3. t 59.t23

266.400

l.l0{1. I()r-

l tt. t.lr t 7 t6.9 t9.ll-16

| 12.324

r31.362

542.547

28,980

296.300

181.5 l9

t5,100

r t,260

r26,000

29.200

t.110,077

t44,650

r 3.5 l0

226.99()

217.283

499.600

I4.640

215.800

108.060

t9,560

22.880

I .616.461

t38.450

10.865

-)')

3t2.546

241.832

2,204.'110

909,000



l.nrbt \\ atel antl Sanilation ('onrpanl l,inrilctl
..\nnual licporls antl [-inanciaI Stalclrlents
For thr \ tar ('ndcd .lunr .10. 2019

N4otor vehicles & cycles running expenses

Molor vehicles running ( fuel)

Securit;- services

M iscellaneous penallies and conttngcncies

Bicycle repairs and maintenance

Stafl un iforms

l)rovision for Cratuitl'

lncrease/ (Decrease) in provision for bad debts

Depreciat ion

Tot8l es18 blish ment costs

TOTAL ADM INISTRATIVE EXPENSES

572.098

8 r0.000

3 55.000

r0.000

2 r.600

17 t.900

686.61 5

156.799

1 .7 56.527

362,75 t

?50.200

4 I 8.500

9.970

t9.800

671.069

t6?.38 t

9,0 I 5,7 t4

t,r.?0s.5611 tl.847.9? 6

37, t 5J 177

l1'1. ItI t llil]l\rl'.\l l][:\l-[ IT OI]l.l(;A'l l()\S

'lhe companl.also con(ributes ro rhc stalurory Narional Social Securitl. Fund (NSSF). lhis ts a

defined contrihulion scheme registered under the National Social Securiry Act. The company's

obligarion under rhe scherne is limited to spccific c,.rntributions legislated from time to time and is

currently is al a nrarimum of Kshs. l. 080 per cmplolce Per monlh.

I:or perrnanenl srafl. rn addition to N.S.S.lj thcrc cxists registcred provident fund where the company

contributes I 2.5 percent of the employees' basic pa1' and entployee 7.5 percent.

l(). Ill.l.A'll..l)l'.,\R'IY I)ls('1.()St'.ltlls

l,artics relatcd ro tlte organisation includc l11osc panies who have the ability or wlrere the

organisation lras the ability to excrcisc c()ntrol ()r excrcise significant control over the oPerating and

llnancial dccisiorrs. Relate<i partics includc thc mana8emerll personnel, their principals and close

fanr ily rrenrbers.

'I'he organisation is related to

(i) Water services regulatory board
(ir) I ana water services board
(iii) Directors and managemenl personnel ol'the orgarrisalitln

tr
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t.r.rrhi'u atcr and Sanitation ('ompanr l,inrilctl
',.\nnual Rcporls and I inancial State nrtnts
l;or lhe r car cndcd ,lune -10. 2019

N()l l.S 1'() TIIE l-INAN( lAl- STA'I'UMUN'tS ((ontinuerl)
(a) l)uc lo rclatcd I'ar(it's

5chedule 2 on Page 27 28 7._.16,1.701 r0.701 .09_1

7,-r6,t,701 I0 j0I 09-l

I ana Water Scrviccs lJoard. are bcing paid amounr orved lor adntinistrative costs bcfore the Water Act

ol l0I6 came into effect. The same antounl was calculated al 970 ()l-Ihe total rcvenuc billings while

\l'aler sen iccs rcgulalon, board is paid lToof thesame. I he abovc rclers to outstanding balances as at

tlrc end ol the ycai. Staffs under lenrrS ofcontract are paid gratuitt calculated at the currently revised

rare ol l l7o ot thcir llasic salaries al the end of thcir threc )cars c()tltracl hencc the figures shown above

rclates to the accrued graluity over thc period. Audit fee is the provision for the financial year.

llclow is the surnn)cry rnovement schedule of Sratuit)'.

JOHN
NOUMA

VICTOR

IRT RI

AI-E X

MIXINYANGONAME AMOUNI

Balan(e Brought Forward 354,11'7 367,886 2a5,440 968,043

P rovrs ion for the perrod

Payments du ring the
perrod

351 ,710 L95,? 46 133,159 686,615

137 2 ,A01) 1372,4071

Balance carried down 7t2,427 563,632 5 ,t92 t ,242 ,251

20. H:\-AN( lAl- lttSK l\lA\A(;UlvlllN'l'l'()l-l( llls

Fi nancial risk management objectives

'['he organisalion's overall risk managemenl programme focuscs on unpred ictability ofchanges in the

operali;g environment and seeks to minimise the polenlial adverse elfect of such risks on its

performance by setting acceptable levels of risk.

1'he nrajor types of financial risks faced by the organisation arc:

- M arket risL
'( rcdit r isL

'l.iquiditr risk

l4
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NOTES TO THE FINANCIAL STATEMENTS ((lontinued)

20. FINANCTAL RISK MANAGEMENT POLICIES (Continued)

Market risk managem€nl

(i) Foreign exchangc risk

Tlre 6rganisation is not exposcd to [<rreign crchange risk since it does not have foreign currencr

transacl ions.

( ii) lnteresl rate risk

The organisation is not e\posed to intercsl rate risk since il has no borrowings.

( iii)l'ricc risk

1'lre organisation docs not hold in\eslntcnls thal would be subject to price risk hence therc' is no

exposure to price risk.

('rcdit risk rna n:rgcnr('n t

Credil risk relbrs to the risk thar a c()unlcr parl) uilldclault on its contraclual obligations rcsulling ttr

filancial l6ss lo thc ()rg.anisilli()rr llrc rrrganisatir)n nrc:isures. monilttrs and managcs crcdit risL lor

each receivahlc. Illc orp.ilnl\alr(rl \ credrt rrsl, is prirrrarilv anributable to bank balancer. tradc attd

0ther rcccivablcs. lhc atn()u l5 prcscrlcd in lhc statcmenl of financial positirln arc nel ol'allo\!alrc(js
lor doubtlul rcccivablcs. eslinlalcd hr thc org,arrisatrt)n's nranagemcnt based on prior cxperiencc atrd

thcrr asscssnlcnl (11 lll( allrrclll cL(11)(,llli\' ('ll\ lr(tllll)cnl

The credit risk on liquid lirnds uith llnancial inslitutions is also low. because the counter panies are

banks with high cred it-rat ings.

The amount that best represents thc organiration's maximum exposure to credit risk is made up as

follows:

-l{t.{)6.20 I9

KSIIS

30.06.20 | li

KSI IS

Receivablcs

('ash & Bank balanccs

l9 (151.091 t6.072.9 t 5

t.944.75lt

r9,585,045

25

11,916,671
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NOTI-S'tO Ttl E [-l NAN(]lAL SI'A'It.M ENTS (Coniinued )

10. fINAN('lAL RISK MANA(;EMENT P()LICtES (Conlinued)

Credit risk nranagemcnt (( oniinued)

l hc dcbtors under lhe full\, pcrft)nning category are paving their dcbts.
I he receirablcs lhal are pasl due relarc lo receivables overdue br,o'cr.]0 dals. lhc financc
depanntenl is activelr lollorritlg (hesc'receivables. No collateral is hcld rvith respecl lo the debt. I he
dcbt thal is impairccl has been fully provided for.

Liquidily risk management.
Prudent liquidity risk management includes maintaining sufficient cash to mcel organisarion
obligat ions.

1-lre organisation manages liquiditl risk tlrrough continuous nronitoring of lirrecast and actual cash
flows.

The liquiditl rrsk is also rnanaged through the continuous receipts frorn water revenue.

l-he table belou'anal\ses the organisation's llnancial liabilities thal will be settlcd on a ncl basis inlo
relevanl ntalurilr'groupings bascd on thc remaining period al the statemenl of llnancial position datc
to the conrraclual maturir\ dale lhc'amounts disclosed in the table belorr arc the contracrual
undiscottlttcd cash florrs. []alanccs due uithin l2 months equal their carning balances. since lhc
impact ol discounling is not significant.

('apital rish [ra oag( mcn t

1he organization ntanagcs ils capital to ensure thal it is ahle lo continuL'ar a going ctrnccnr rvhilc
marimizing llle relurn to stakcholdcrs.

'fhe organization rs not exposed (o capital risk since it ltas gol no borr,tu irrgs

The capilal structure of the organisation consists of:
2019

Ks hs

Accumulated funds t90..197.0 t13

2.lt7 () 10

20 I8

190.497.0 t8

( t08. r72.026)

Kshs

It

Rctaincd carnings

TOTAL ACC]U M t] 1-A1'T]D T'I IN DS
t]MPLOYtiD

7t. CONTINGENT LIABII.ITIES.
1'he organization is cxposcd lo various contingent liabilities in the normal course oIoperations.
Managemcnl evaluales the slatus ol'these exposures on a regular basis to assess thc probability ol-the
organizalion incurring relatcd liabilities. I{owever. provisions are onl,- madc in the financial stalements
where. based on (he managcrncnt's evalualion, a presenl obligation has becn cstablishcd.

ln May 2014, t*o cashiers had dctiauded the company of Kshs. 782,185. llowever, the matter
loSctller r\ ilh Audi(ed statemcnl on the fraud was submitted to Siakago police sralion procedurallr' for

26

78,279,J88 82,124,992
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the culprits lo be apprehended and tried. Despite several visits to (he Station by our lluman Resource
and Admirristratron Manatlcr on progress of the casc. the compan\ i\ \cl to rcceive any positivc
repon Rccoven of the lost mone\. therefore. is dependent on proseculion of the two in the coming
future

CAPITAL (]OMMITMENTS

'f hc company did not havc capital commitments as at l0 .lune 201 8

CI.IRRENCY.
'fhc financial statements are presented in Kenya Shillings (Kshs).

INCOPORATION

I lrc crrtilr is irrcorporalcd irr Kcnla unclcr lhc Kcrrlan ( orrrparrics Act ancl is tlonricilccl in Kenya

22.

2J.

2.1.

25. l.l\lllt. \\'A't I.tR ANI) sANll AI't()N (]o1\{PANY
s( tIl))t l.[. ()[ ( tt]:t)t't ()tts
AS A',t -r0' t.tt NI: 2t)19

DETA I LS
t-ibenr l. ife

Britanr A ssurance C'o.

Ngathi (ieneral Workshop
Waspa

[ ]kulima sacco

Water Services Reulatory []oard

New Embu tJhuru Garage

'Iana Water Serv ices Board
upper ena water resources

[:agle l-wenly Enlerprises

Pan A frica Chemicals

Ccorgia lnsurancc Agencl,
San lam

Alrica Mcrchant A ssu rance ('ir
Ilentcl Sccurin Servrccs

Kcl ( henrieals

J ack line Kan in i-tJ npa id imprests
Kenva Powcr

It5.it6
l:.000

2 7 8,802

42,930

5 5,000

r 09.8lt 5

92.0 i8

4.2 54.8 l I

2 0.000

J0.()6.20 l9
( KSII S )

.1.99:

30.06.2 018
( KSHS)

t 1 .412

t73.602

19 7..1 l9

t44,376

6,254.81r
2 0,000

105. I 50

I84.540

r I7. t95

]:i.685

lt7.t75
9 5.000

I74. 1 02

I .1 1.095

]2..]07

t.t1.0tl

27

117.2?5

I





tr

Commisioner of Domestic Taxes

NSSI'
['AYE for JLrne 201 8

Nlllll
Siakago l"illing Station
Manager Coop Bank Loan Recovery

['au lu []ank l.oan Recoverv

Watcr Rcsourccs Managenrent A uthoritr

l)r()\ i\i()n lor Audit

Accrucd ( iraluil r

custorrcr [)cpos it rcfttnds
I lrrsurrcndcrcd inrprcsls

t.2

r5.07 t

l4 7.8l l

I00.000

t.t82.251

4 2.6 80

7 6.544
32,200
30.000
49.7 69

121.696

211 .221

r00.000

968.043
,1.5 20

J rrnc casrral sal:rrics t0t.5 I ll

1'O'tAl.S 7J6.1,703 I 0,701 ,09J

..\Pl'|..\l)l\ l: I'lt(XiRI'ISS ()\ t'OI-l-()\\ t I'Ot At DITOII ltt'-( ()\l\ll'l\l).\l'l()\S

lhc lirllouing is thc summary ol'issLrcs raiscd br thc e\ternal auditor. and rnanagcnrent cornnlcnts
that wcrc provide'd to the auditor. \I'c h;n c nonrinaled lircal persons to resolvc thc r arious issucs ar
shorvn bclou, with the associated tinre litlne u ithin uhich we expect thc issucs to be resoh cd.

3Oth June.
2019

Variances in
prior ycar

retaine'd trnd

loss balances
and their
comparative
ti ures.

30rr' June.
2019

J0'r'June.
201 9

Accuracy of
the statement
of cashflows

Accuracv of
thc
c onl l\ c

'l'hc obscn ations raised
rvcrc and har c bcen

addrcsscd in the current
ll nanc ial statcnrcnts
accordingi1.

l'he observations raised
*'erc antl havc bccn
addresscd in thc currcnt
llnanc ial statcrncnts

I'he cash variance of
Kshs. 3.000.000.00 was

cct t() anlount ol'

)'.() rti t1

In rcs

l{csolr,cd

Rcsolvcd

ri

Victor Ireri
Finance offlccr

Victor Ireri
Finance ol'liccr

l{csoI ..1

z8

Victor Ircri
I inancc o lllccrl.l

lul(
ou





t

1.0

balances
bctrvecn tlte
statcire nt ol'
cash Ilo"vs and

1l nanc ia I

position

C'ash and Bank
[]a lan ce s

I oss ol'('rrslt

Pal ablcs and

accruals

treasury bond cash

rel'unded upon maturity

'l he' observations raised
were and have been

addressed in the current
financial statements
accordingly

V ictor Ircri
[: inancc o lJlcer

30'r'June.
201 I

201 e-2020

i0'r'June.
2019

J0'r' .lune.
2020

30'r'.lune.
2020

John Ndunra
General
Nlana EI

V ictor Ireli
f inancc o lllccr

Victor Ireri
Irinance ollicer

Rcsolvcd

Not
Resolved-r.0

Budget control
and
pcrlbrnrance

'l'he malter is in the hands
o l'thc policc.

A ll the supporting
documents were availed
during the audit exerc ise

and such observations
raised and agreed upon
lvcre adequately
addrcssed.
('ontinued recovery
elfbrts in place and

debtors policy 1o address
this in flnal preparation
sta cs.
'I'he management will
endeavour to ensure
compliance in budget.
l lowever. under
realization of budget in
our case DOI-.S NO I in
any way rellect revenue
collected and
unaccounted lor.
considering that all
documents were availed
for audit that could have
revealed such alleged
anomalies.
In reality. a budget acts as

uideline on ex ectcd

Victor Ireri
Finance ollicer

4.0

5.0

[{csolvcd

Not
Resolved

l.l& 1.2
Not
I{e'solved

29

n ccoun(s
rcceivahlcs

Status:
(Rasolwd

/ Nol
Rasolved)

lrisuG

Kenr

[{cference
No. on

lr&me:
a dole

tssuc /
Obscrlrtions
frorn Auditor

exltect the
issue to be
resolva )
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l0

I {)

sl( i\l l)

lrnancirrl
I'e r lirrrrrancc

llrrrpcrlr Plant
lln(l I:q u ipn]cnl

I'rcscntat ion
lrrrtl l)isclostttc
lrrcg tr llr
pa\ rllcl'tt ()l

crt: Ltirls

\at rona l anti
c()unl\

( i() \ Cl ll l)lClltS

Vrclot'lrcri
rnlurcc o l'll ce r

..\ lc r
\lrkrnrango

.loltlr \tlunra

llcso lr cd

\ol
rcsolr cd

l()'l'.ltrne.
l0le

l0'r'.lunc.
:020

rcven ucs and ex penscs.

In a comme rcial cntitr.
conr pliirncc to thc budgel
lo thc lasl cent is VL'l l()

bc atlaincd.
I lrc nranagcnrcnl is

putl inB nrore c [li)ns.
cspcciall)'()n h ighcr
rcvcrluc rcalisal ion ar)d

rcdtrced cosl s. ainrcd
torr ards pro litahilitr
I hc titlc tll'thcsc assets is

still undcr Ministry t,l'
\\/ater ari,ait ing l rans li'r.
lnd icatcd slanrlartls har c

llrrr hccn adlrcrcti lo.

lhc nranagcnrcnt is thc
proccss o l' addrcssing thc
casrrals issucs as rcporlcd

ln
conlinuati L l0I 9-:0:0
ol1 i

\rtl
rcsolr ctl

l\enluirll\

sl( i\l l)
cclr)r ( ierrerl) N,lanagcr

a

.\l'l'1.\l)l\ ll: l'lt().lll("l s I\ll'1.1.\11.\'l I.l) Il|I lll l \Il.l \

I)rrring tht periocl Lrndcr audit. the c()trpany \\as n()l enBagcrl in ilr p lct]rcntat ion rll'irnt' pr()icct. lts

pritrrurl actir itics lirr thc pcriod was restrictcd to rrornral operalir)ns artd Ilainlcnaltcc.

.\l'l'1.\l)l\ lll: I\l l'-R-l'.\'l'l'l \ '1 R..\\Sl'l'.l{s

Ilrccontpanl. during the llnancial )'car 2018-2019. did nol rccci\c anr lunds in lirrrn ttf'rccurrcttt.
developnrc-nl ttr donor funds and as such relicd on rtun intcrnitll\ gcncrated inconlc.

Itt lrlr'n ct'
\o. on

th('
crtct tt:r l

ir rr ri it

lsr rrc I
()hst'rla(iorrs
li'orrr,\rttlilur

\ I a n:tgcnr cn I c{}Dl lltrn 1s

l.ucll l'oin1

ltcI.r{,n lo
n sol'r c lhc

i\\u ('

:l:t I tt \:
(llt;rrln,rl

lksotvnt)

l irncli iunc:

l ltut it iure

'l.ltrtt.t'(tu
L'-tl<'d llt (
i.ssttr lo ht

llc' )orl

l0

l
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