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**O"' WATER & SEWERAGE COMPANY LIMITED

ANNT]AL REPOITTS AND FINANCIAL STATEMENTS
FOR THE Y[,AR ENDED 30.IT]NE,20I9

('ol\IPANY INF()Rt\tA'ilON

Background information
Kwale water and Sewerage Company limited is a Company regislered under rhe company act Cap
486 of the laws of Kenya. It is domiciled in Kenya.
Currently under the delolved system ol government, the company is under the aegis ol the County
Covernmenl pursuant to the Public Finance Managemenl Act (2012)

l'rincipal Activitics

The principal activity of Kwale Water and Sewerage Company is to provide quality and sufficient
water and sewerage services at affbrdable rates to the residents of Kwale. Kinango and Msambweni
sub-counties.
Company Vision
To be a leading water company thal provides quality and sutficient water and sewerage services in a
rcliable and sustainable manner to the residents olKwale, Kinango and Msambweni sub-counties.

Company Mission
To be thc most efllcient company in the provision ol'clean. safb. sulllciont and allbrdable water and
sewerage services to the residents of Kwale. Kinango and Msanrbweni sub-counties

Dircctors
'l'he Directors rvho served Krvale rvater and sewcrage Conrpany during the year ending 30
.lune 2019 *erc as lollol s

NAME DESIGNATION DATE APPOINTED/ EXIT
I . Francis Nzai Mjera Chainran Rcappointccl l't [icbruar_"- 20I 8
2. Ali Chalala.loseph Ag.Managing Director Appointed l5'h May 2018
3. I Ie nred Mu'abudzo Mcmbcr Reappointcd l" Fcbruary 20I8
4. Bakari Sebe Mcrnhcr Rcappointcd l'r Fchruary 20 I I
5. Helen N.joroge Mcrnber Appointed l't February 20 I 8

6. Japhcth Mrvero Mernber Appointcd l" Ircbruary 20 | 8
7. Rehcrna Chidzuga Mcrnbcr Appointed l't licbruary' 201 8

8. Joseph (iathua Me rnbcr Appointe d Mal 20 ll{
9. Mwanatumu Kadau Mcrnbcr AppointcdI " trcbruary 20 I 8

I0. Suleirnan Yeya Mornhcr Appointed l'r February 20t8
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FOR TIIE YEAR I.]NDED 30 JTINE 20I9

COMPANY SECRETARY
Lewa and Associates
OtT Sauti ya Kenya Road
Gan joni (Near .lahazi I'lotel)
P.O. Box 2937 - 80100
Mombasa

REGTSTERED OFFICE AND PRINCIPAL PLACE OF BUSINESS
Sida Carnp
Krvale Area
P.o. Box l8 - 80403
KWAt.F]

BANKERS
Kenya ('omnrercial Uank
Ukunda Branch
P.O. Box 150-80400
Ukunda

INDEPENDENT AUDITORS
AUDITOR GENERAL
Otlice of' the Auditor General
Anniversan'l'owers
P.O. Box 30084
NAIROBI,

LEGAL ADVISORS
[-ewa and Associates
Olf Sauti ya Kenya road
Gan joni (Near Jahazi llotc'l)
I).o. Box 2917 - 801 00
Mombasa

[:)q uity Bank
Ukunda Branch
P.O. Box 1476- 80400
IJkunda
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KWAI,E WATt'R & SEWERA(;E ('oMPANY I-IMITIII)

ANNI]AL REPORTS AND FINAN('IAI, STATEMEN'I'S
FOIT THE YEAR ENDE,D 30 JTINI,20I9

BOARD OF DIRECTORS

NAMIl Plto'ro DESCITIPTIoN

I FRANCIS NZAI
MJERA

Chairman of Board of Directors

P.OBox4-80403

KWALE

Diploma- School Management at

Kenyatta University on going

Date ol Birrh: I 5l2l 1966

) AI.I CIIAT,ALA
.IOSEPI I

Managing Director.

KWAWASCO

P.O.Box 4 - 80403

Kwale

B.Tech Analyical chemistry

(T.u.M)

Date of Birth: I966

HEMED
MWABUDZO

Member ol'Technical Committee

P.O.Box4-80403

MOMBASA

Holds a degree in Social Science
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FOR T}IE YEAR ENI)ED 30.ITINE 20I9

l
Member of the Human Resource and

Finance Committee.

P.O.Box4-80403

KWALE

Currently a PhD studenr ol'Business

Administration at JKUAT

Chairperson of Audit Commitlee

P.O.Box4-80403

Kwale

Diploma in tiCDF.

Retired Teacher

Date ol' Birth 3OlO9l1954

Chairperson Technical Committee

P.O. Box 538

Mariakani

O level

Retired in civil service as vetinary

ofllcer

Date of Birth: 1946

BAKARISEBE

I
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l IIEI,F]N NJOROGE
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KWALE WATER & SEWERA(;E ('()MPANY I-IMITEI)

ANNUAI, REP()RTS ANI) FI NAN('IAL STATI.IM EN'I'S
FOR THE YT]AR ENDED 30.IIINE 20I9

1

REIILMA
CHIDZ-1l(;A

Jr

.,.
-.

Chairperson Human Resource

Committe e

P.O. Box 3l

Matuga

Holds Bachelors of Education

Date of Birth I 8tr' April 1957

li .lOSlrl'll (iATI ItrA
Chairperson Finance Committee

P.O. Box 32.

Mukurueni

O level

Accountant.

Date of Birth 281081 1957

I
SULI'IMAN YI]YA

I

Board member of the Technical

Committee.

P.O. Box l8 - 80403

KWALE

O level

Utalii College Nairobi

Dare of Birth 0l/0111966

l0 MWANATTJMU
KADAU

Board member

P.O. Box I l5

Lungalunga

O level

Date ol Birth 2l/51 1972
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KWALE WATER & SEWERAGE C()MPANY LIMITET)

ANNTIAL REPORTS AND FINANCIAL STATEMENTS
FOR THE YEAR ENI)ED 30.IUNE 20I9

MANACEMENT TE,AM
NAME DESCRIPTION

I

ALI C}IAI,AI,A
JOSEPH

Managing Director.

KWAWASCO

P.O.Box 4 - 80403

Kwale

B.Tech Analytical chemistry

Date ot'Birth: 1966

I]RICK NAKIl'ARI

WILLIAM JEFWA

I

l

Head ol Technical

Master of Science in Water

Engineering (MSc)

Bachelor of Technology in Civil and

Structural Engineering

Mcnrbcr of' Engineers Registration

Board ol Kenya

Senior Finance Oftlcer.

Bachelor of Business Administration

- Accounting

CPA (K), Member of ICPAK

l SUSAN MLAMBA

t-

/ a

I

l

Human Resource Manager.

Bachelor of Arts & Sociology

HR. post graduate

Master in Business Administration

on going
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KWALE WATEI{ & ST]WERAGE ('oMPANY LIMITT],I)

ANNTIAL REPORTS AND FINAN(]IAL STATEMENTS
FOR THT] YEAR ENDED 30,ITINF] 20I9

5 HL]SSEIN

MWAVADU

Commercial Manager

Degree in Intbrmation and

Technology. Diploma in IMIS

Master Degree on going

(r

S I'I]VEN SAFARI
Internal Auditor.

Bachelor ol Commerce (Accounting

Option)

CPA (K). Member of ICPAK

Registered member of IIA

I

7 SWALEH
KIDZUGA

Technical Manager.

Diploma ln water Engineering

Higher Diploma in Building and

Civil Works

Member olEngineering Registration

Board of Kenya

l{ HAMISINZIMO

Proourement Ofllcer

Master degree project planning &

Management (UON)

Bachelor ol Commerce procurement

& s.c (uoN)

Registered member KISM
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KWAI,E WATER & SEWERA(;E ('OMPANT'LIMITEI)

ANNTIAL REPORTS AND FINAN(]IAL STATEMF],NTS
FOR THE YEAR ENDED 30.ITINE 20I9

CHAIRMAN'S STATEMENT
Technical Activities

Key Projects and Investment decisions Kwawasco is planning / implementing

Many proposals have been floated by Kwawasco to various organizations who would be

supporters, all aimed a1 boosting water produclion and supply levels that would ensure expanded

coverage in the supply area by the Company that is roughly standing at slightly above 35% ofrhe

county population. Key among these supporters are the world Bank. county government of
Kwale and Water Sector Trust f und.

The response has been positive particularly fiom the World Bank where approval plans

amounting to Kenya Shillings 2.5 Billion both on water and sanitation shall be undertaken. The

main tasks to be executed under this component include water supply improvenrent plans for

Ukunda town and its environs, sanitation improvement in both Llkunda and Kwale town. Non-

revenue water reduction plans cutting across the entire Kwawasco and institutional strengthening

lbr Kwawasco.

WSTF on its part has approved plans lbr sanitation improvement around institutions

namely.Madibwani ,Shimoni , Egu . Shimba hills, Mwangani and Magombani primary schools

each to have a sanitation block costing roughly Kes 1.3 Million.

Several projects have been and are being implemented by the county govemmenl in the entire

Kwale region resulting in more areas being covered wilh clean water parlicularly in the hinterland

resulting in a healthy people hence productive populace. Kwawasco has benefited greatly through

a large consignment ofconsumer meter received tiom the County. This will see well over 1000

non-working meters being replaced. The ultimate result is drastic reduction in non-revenue water

percentage currently standing al over 600%.

Generally, all these developments will eventually have a positive impact to Kwawasco making

itself sustaining.

l\



KWALE WATER & SEWERAGE COMPANY LIMITED

ANNTIAL REPORTS AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30.IUNE 20I9

Commercial Activities
- Customers
We increased our customer base to 16,681 tiom I 5,100. The subtle increase of service line to new

upcoming towns approach saw customer number soar.

The contributing factors for the increased customer base include: intensive activation of customers

who were illegal connected and County Government projects which include Matuga Kayabombo

pro.ject. Mgalani- Busho project, Kinango -Mazola extension project and Mazeras - Bofu project,

aggressive marketing and improve in customer service.

-Billings and Collections
Billing to customers was greatly affected by system errors due to Iack of updates since purchased.

System needs upgrade to enable Mpesa updates and Automatic sending oISMS turther to that

Non-working meters has also contributed as most of our customers are billed on estimates with high

NRW.

Collection etliciency was enhance through mass disconnection thorough door Io door collection

under the banner Zero balance to all customers.

Effects of tourism on KWAWASCO revenues

The tourism slump at the South Coast hit KWAWASCO so hard and directly.

Our ma.jor customers in the hotel industry have experienced low bed occupancies resulting to low

sales affecting the financial projections and the actual cash tlows ofthe company.

-Tariff
KWAWASCIO has been operating on a new water tarifl'fiom l" October 2017.

Strategic plan 2018 -2022
KWAU/ASCO has a new strategic plan which is still in draft copy. Mcasures are in place to ensure it

is in line with the county governmenl development plan since water services is a devolved function.

Chairman of the Board
Francis Nzai Mjera

@
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KWALE WATER & SE,WERAGE COMPANY LIMITED

ANNTIAL REPORTS AND FINANCIAL STATEMENTS
FOR THE YF:,AR ENDED 30.ITINE 20I9

REPORT OF THE CHIEF EXECUTIVE OFFICER
Kwale Water and Scwerage Companv l.imited (KWAWASCO) w.as incorporatcd on the 26th

September 2005. The company's mandate is to el'ficiently and elfectively provide quality, reliable and

adequate waler services to the residents of Kwale County in accordance with a versatile service

provision agreement (SPA) and WASREB minimum service levels.

The Company has got l0 board members representing the County Govemment of Kwale. women

representative. business community. hotel industry, professional's representalive and larming

community.

The population within KWAWASCO's service area is about 700,000 people based on the last census

by the Kenya National Bureau olStatistics while the company's estimated population served is about

52%. Kwale Water and Sewerage Company receives bulky water iiom Coast Water Services board

from its various sources namely Marere Springs, Mzima Springs and the Tiwi Boreholes.

KWAWASCO also operates water schemes in Msambweni. Lungalunga and Vanga all ol'which are

served by boreholes fiom Msambweni. Mwalewa and Tsuini respectively.

KWAWASCO is headed by a Managing Director and has four (4) depanments namely Technical

departmenl. Commercial and Business Development, Finance and Administration. Human Resource.

The need to take services closer to the people and improve on the companv pertbrmance and service

delivery. the company has the lbllowing area oflices across the county which are manned by able and

hardworking zonal Managers. These arel

Station Zones Zonal Office Zonal Manager Tel. Contact
I

'I irr i/[ Ikuntla [.]kunda zones Zuheda Shauri ()7 t I-+uetn I

l Msanrbwcni/M kanda Msarnbu'eni Nchama 071016t655
Kwale/Kinango Kwalc Keens Sternlv 0710861{)lt7

+ N4zinra Mariakani Thomas Karani 07203317 57

The Company is currently operating on a new taritf approved by the Water Services Regulatory

Board (WASREB), through the Coast Water Services Board (CWSB).

Eric Parrnet

Ag Managing Direclor

\r
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KWALE WATER & S[,WE,RA(;E CoMPANY I,IMITEI)

ANNT]AL REPORTS AND FINANCIAL STATT],MENTS
FOR'I'HE YEAR ENDED 30.II-JNE 2OI9

CORPOII,ATF, (;OVIiRNAN('E S'I'A1'T]M T]N'I

The previous board's mandate ended in December 2017. In line with the new conslitution

promulgated on 27 August 2010, the county govemment got involved with water services when

functions were devolved fiom the national government to county govemments. Pursuant to legal

notice No: 165 of 2013, the Kwale County Executive Member fbr Water and Infiastructure appointed

the following:-

I . Suleiman Saidi Yeya

2. Japhet Mwero

3. Helen Njeri Njoroge

4. Mwanatumu Kadau Maalim

5. Mujera Francis Nzai

6. Rehema Selu Chidzuga

7. Suleiman Athuman Chembeya

The new board came into office through Kenya Gazette Notice No. 667 of 3'd January 201 8 by the

CEC Member in charge of water services Honourable Hemed Mwabudzo and immediately the board

took otfice. Suleiman Athuman Chembeya left three months atier the appointment and Joseph Gathua

was appointed to replace him.

The board of directors has three committees. namely Audit Committee chaired by Director Helen

Njeri Njoroge, Finance and Human Resource Committee chaired by Director Rehema Sefu Chidzuga

and Technical Committee chaired Director Japheth Mwero. These committees articulate the board's

views and take their right place in governance of the company.

The acting capacity term for the acting managing director Mr. Ali Joseph Chalala expired on I 9th

May 2019. The board held a ltll board meeting where they agreed to hold the acting managing

director for a while before they can settle on who is to take over fiom him. On August the board

resolved to appoint Mr. Eric Parmet to take over tiom Mr. Ali .loseph Chalala as fiom l'r september

2019.

xlt



KWALF] WATER & SEWERA(;E COMPANY LIMITEI)

ANNTIAL REPORTS AND FINANCIAL STATEMENTS
FOR ]'HE }'EAR ENDED 30,'T]NE 20I9

\1,\ \.\(; t.t \t t,. \'t t)ts('t sst()\.\\t) \\.\t_\'sts

There rvas slight improvement in the o','erall results in the year under review. The company recorded

a deflcit ofksh 6.241.602 fbr the year ended 30 June 2019 in its operationl the total currenr liabililies

ofksh 270.019,735 exceeded the tolal current assets ofksh 215.327.271 resulting ro a negative

working capital ofksh 54.692.464. This was a decrease ofnegative working capital ofksh 1,690.587

fiom the previous negative working capital ofksh56,383,051fortheyearended30June201g.

The delicit was attributed by the drop ofrevenue due to constant disconnection of water supply by

Coast Watcr Service Board (CWSB) and Kenya Power tbr non-payment of accrued bills.

It is worth noting that the company withholds statutory deduction f'rom its employee and remits it tq

the relevant authorities. as at 30 .lune 201 9 the outstanding statutory deduction in respect to Paye was

ksh 40,778.676. Out of'the outstanding amount. ksh 32.420.450 was tines. penalties and the principal

amount assessed by KRA. As ar I 5'r' [rebruary 201 5. the Conrpany had not paid net salaries and its

related payroll liabilities for the month of February, March. April. May and June. This was attributed

by the tluctuations of revenue as explained in the bar graph below.

Amount
14.000,000

12,000,000

10,000,000

8,000.000

6,000,000

4,000,000

2,000,000 llrl
r Amounl

,S *"$ coa o+ +d oee So q"o .rpt,""N{a","e

'fhis and othcr intirrmation is *cll explaincd liorn page 2 - -5 of the linancial statenlcnt.
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KWAI,E WATER & SEWERA(;E ('oMPANY LIMI'I'EI)

ANNT]AL REP0RTS AND FINAN('IAL STATI',MENTS
FOR T'HE YEAR ENDED 30.ITINE 20I9

MANAGEMENT MEASURES

The management is tasked to place master meters at each off take from the Coast Water Service

Board service line so thal the company can quantil, lhe amount of water received from the board for

easy and correct reconciliation o{'water volumes supplied.'lhe company has made some proposals to

stakeholders who are willingly to t-und water projects in order fbr the company to increase its

customer base e.g the Watcr Trust Fund is willing to give Ksh.l00 Million lbr Vanga and Shimoni.

( ol{t'oR.\'t'E s(x't.,\t, Rtisl'()Nsil}tLl'l \' s't ,\'f l.]\,il.tN't'

ln the spirit of giving back to the society the company took water fiee of charge to Mwakigwena

Primary school and National public holiday gatherings at the Kwalc Baraza Park.

\l\



KWAI,E WATER & SEWERAGE COMPANY LIMITED

ANNI-JAL REPORTS AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 20I9

REPORT OI- THE DIITECTORS

The directors present their report together with the audited financial statements ofthe company lbr

the year ended 30 June 2019.

FINANCIAL RESULTS

Detlcit fbr the year Kshs. (6,241,602)

DIRECTORS
The members ofthe Board of Directors who served during the year are shown on page (iv) and (vi) in

accordance with the Regulation of Public Sector Accounting Standards Board (PSASB)

DIVIDENDS PARAGRAPH

The Board of Directors could not declare any dividends to the shareholders as the company results for

the financial year was a deficit of kshs (6,24 I ,602).

AUDITORS

The Auditor General is responsible lor the statutory audit of KWAWASCO in accordance with

section 155 of'the Public Finance Management (PF'M) Act. 2015, which empowers the Auditor

General to nominate other auditors to carry out the audit on his behalt.

BY ORDER OF THE BOARI)

Secretary of the Board

Lewa and Associates AD
i{MIS

M
CATE &

9:t? - 801oo,
T]ASASdrt I

PRINCIPAL ACTIVITIES
The principal activity ofthe company is sale ol water to the residents olKwale County, Kenya.



KWAI,E WATER & SEWERAGE COMPANY LIMITED

ANNLIAL REPORTS AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30JUNE 2OI9

STATI.]M I'NT O[- I)I RT]CToItS' I{ESPoNSI BI LI'II }]S

The Kenyan Companies Acl requires the Company Directors to prepare financial statements for each

financial year which give a true and f'air view oflhe state ofaftairs ofthe company as at the end ofthe

tlnancial year and of the operating results of the company lbr that year. It also requires the Directors

to ensure that the company keeps proper accounting records which disclose with reasonable accuracy

at any time the financial position ofthe company. They are also responsible for safeguarding the

assets of the company.

The directors are responsible lbr the preparation offinancial statements that give a true and tair view

in accordance with Intemational Financial Reporting Standards and the requirements olthe Kenyan

Companies Act, and lbr such intemal controls as Directors determine are necessary to enable the

preparation offinancial statements that are free tiom material misstatement, whether due to fraud or

crr()r.

The directors accepl responsibility fbr the annual llnancial statements. which have been prepared

using appropriate accounling policies supported by reasonable and prudent judgements and estimates,

in contbrmity with International Financial Reporting Standards and in the manner required by the

Kenyan Companies Act. The Directors are of'the opinion that the tlnancial statements give a true and

fair view ofthe state ofthe financial alfairs ofthe company and of its operating results. The

Directors further accept responsibility for the maintenance of accounting records which may be relied

upon in the preparation offinancial statements, as well as adequate systems ofinternal financial

control.

Nothing has come to the attention of the Directors to indicate that Kwale Water and Sewerage Company

limited will not remain a going concem for at least the next twelve months from the date of this

statement.

Approval of the financial statements

K Water and Sewerage Company Limited tlnancial statements were approved by lhe Board on

o 2020 and signed on its behallby

I)ircclor

Z

Direclor

\\ I

M,'d- o3 W-
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OFFICE OF THE AUDIIOR.GE'iIERAL

En h a nt i n g ..1 cc.ou n I u h i I i t.t

HEADQUARTERS

Anniversary Towers
Monrovia Street

P.O. Box loo84-oo1oo
NAIROBI

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

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of Kwale Water and Sewerage
Company Limited set out on pages 1 lo 47, which comprise the statement of financial
position as at 30 June, 2019, statement of profit and loss and other comprehensive
income, statement of changes in equity, statement of cash flows and statement of
comparison of budget and actual amounts for the year then ended, and a summary of
significant accounting policies and other explanatory information in accordance with the
provisions of Article 229 of the Constitution of Kenya and Section 35 of the Public Audit
Act, 2015.

ln my opinion, except for the effects of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of Kwale Water and Sewerage 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 and comply with the
Companies Act, 2015 and the Water Act, 20'16.

Basis for Qualified Opinion

The financial statements reflect several balances that have not been adequately
supported with records, or explained:

1.0 Water Sales

The statement of profit and loss and other comprehensive income reflects water sales
totalling Kshs.120,127,655. However, records provided for audit review indicated that bills
issued to 5,157 customers after actual meter readings totalled Kshs.1 13,255,510
whereas bills issued to 3,410 customers based on their estimated water consumption
totalled Kshs.16,947,395. Management did not adequately explain how the estimated bills
were arrived at. Audit examination of actual water use records indicated that the
estimated bills for the 3,4'10 customers would have amounted to Kshs.59,903,473 and
therefore the bills issued to the customers were short by Kshs.42,956,078.

ln view of these anomalies, the accuracy, completeness and validity of water sales
totalling Kshs.120,'127,655 for the year under review could not be confirmed.

Report ofthe Auditor-Ceneral on Kwole llcler and Sen'erage Conpqly Lini,ed lor the year ended 30 June. 2019



2.0 Staff Receivables Due after One Year

The statement of financial position reflects under non-current assets a staff receivables
balance totalling Kshs.342,541. The balance denotes funds reportedly stolen by a former
employee whose court case had not been concluded as at 30 June, 2019.

No satisfactory explanation has been provided by Management for reflecting the stolen
funds as an asset.

3.0 Non-Current Liabilities

The statement of financial position reflects non-current liabilities totalling
Kshs.24,037,459 comprised of the following unconfirmed balances:

3.1 Service Gratuity

As reported in the previous year, the statement of financial position as at 30 June, 2019
reflects Kshs.9,991,358 in respect of service gratuity which includes Kshs.1,849,608 due
for payment in2016-2017. The amount should, in accordance with the matching principle
of accounting, been charged as expense in the respective prior year's accounts and
subsequently reflected among the current liabilities. Further, no satisfactory explanation
was provided for the delay in payment of the gratuity.

Consequently, the accuracy and validity of the service gratuity balance totalling
Kshs.9,991,358 as at 30 June, 2019 could not be confirmed.

3.2 Customer Deposits

The statement of financial position as at 30 June, 20'l g reflects customer deposits totalling
Kshs.14,046,101, an increase of Kshs.1,331,000 or 10.5% from the balance of
Kshs.12,715,101 reported in the previous financial year. However, analysis of cash
records indicated that the deposits account cash balance at hand on 30 June, 2019
totalled Kshs.3,506,378, resulting to a variance of Kshs.10,539,723. No explanation was
provided for the discrepancy and as a result, the accuracy and completeness of customer
deposits balance totalling Kshs.14,046,'101 as at 30 June, 2019 could not be confirmed.

4.0 Current Liabilities - Trade payables

The statement of financial position as at 30 June, 20'19 reflects Kshs.270,019,735 in
respect of current liabilities as detailed in Note 21 to the financial statements. The balance
includes trade payables totalling Kshs.193,81 1 ,358 which in turn include
Kshs.146,145,003 owed to Coast Water Services Board. The debt owed to the Board
was, however, not supported by an analysis and verifiable bills or a statement from the
creditor. lndeed, the Board's financial statements for the year ended 30 June, 2019
indicated that the Company owed the Board Kshs.500,719,880. The difference amounting
to Kshs.354,574,877 between the balances carried in the books of the two entities was
not explained by Management. As a result, the accuracy, completeness and validity of
trade payables balance totalling Kshs.193,81 1,358 as at 30 June,2019 could not be
confirmed.

Report ofthe Auditor-Gener<tl on K\+ole ll'ater and Severage Conpany Linitedfor the year eruled 30 June, 2019
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5.0 Material Uncertainty on Going Concern

The statement of profit and loss and other comprehensive income indicates that the
Company recorded a loss of Kshs.6,241,602 for the year under review which raised its
accumulated losses to Kshs.96,383,421 as at 30 June, 2019. Further, as at 30 June,
2019, current liabilities totalled Kshs.270,019,735 and current assets Kshs.215,327,271
resulting to a negative working capital of Kshs.54,692,464 which indicated that the
Company may not be able to settle its obligations as and when they fall due. Therefore,
sustainability of the Company's operations may have to depend on financial support by
the County Government of Kwale and creditors.

Management has not disclosed the measures it has taken, or intends to take, to reverse
the unsatisfactory performance and put the Company on the path to profitability

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of Kwale Water and Sewerage 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.

Key Audit Matters

Key audit matters are those matters that, in my professional judgment, are of most
significance in the audit of the financial statements. I have determined that there were no
key audit matters to report in the year under review.

Other Matter

1.0 Budgetary Control and Performance

1.1 Revenue Budget

The Company's revenue budget for the year under review totalled Kshs.199,582,498 and
collections Kshs.158,74'1,041, resulting to under collection of Kshs.40,841 ,457 or 20.5o/o

of the budget.

The Company had an expenditure budget of Kshs.199,248,489 but spent
Kshs.164,982,642 or B3o/o of the budget resulting to net under-expenditure of
Kshs.34,265,847 or 17o/o.

The shortfall in revenue collections was the main cause of the under-expenditure totalling
Kshs.34,335,847 and may have in turn constrained delivery of services planned for the
year.

2.0 Prior Year lssues

The audit report for lhe 2017118 financial year highlighted numerous substantive issues
that resulted in a Disclaimer of Opinion on the financial statements for the year.
Management in the report on progress made in resolving the issues has indicated that

Report ofthe Auditor-Ceneral on Kwale Water and Se*erage Compony Linitedlor theyeor ended j0 June, 2019
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some of the issues have been resolved while others are pending. The actual status of
the issues will be confirmed after they are deliberated upon by the legislature.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conc lusion

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 LaMulness
and Effectiveness in Use of Public Resources section of my report, I confirm that, nothing
else has come to my attention to cause me to believe that public resources have not been
applied laMully and in an effective way.

Basis for Conclusion

1.0 Unaccounted for Water

The statement of profit and loss and other comprehensive income for the year under
review reflects Kshs.120,127,655 in respect of water sales, being an increase of
Kshs.1 1 ,245,260 or 1 0.3% from Kshs.1 08,882,395 reported in the previous financial year.
Documents provided for audit review indicated that the total quantity of water produced
in the year was 3,887,307 cubic meters (m3), out of which only 1,394,951 cubic meters
or 36% were billed to customers for Kshs.120,'127,655. The balance totalling 2,492,356
cubic meters or 64% of the total output was Non-Revenue Water (NRW). The NRW was
39 percentage points higher than lhe 25o/o threshold set in guidelines issued by the Water
Services Regulatory Board (WASREB)

The imputed loss from 2,492,356 cubic meters of unbilled water may have resulted in
losses totalling Kshs.162,003,140 at the billing rate of Kshs.65 per cubic metres applied
by the Company. The high level of NRW indicated that the Company's water distribution
system was inefficient, or a large number of its customers accessed the water free of
charge. Management has not disclosed the measures it has taken, or intends to take, to
stem the losses which pose a big risk to sustainability of the Company's operations.

2.0 Delay in Payment of Staff Salaries

Examination of records on trade and other payables indicated that the Company owed
net staff payables totalling Kshs.'17,683,725 as at 30 June, 2019, as further disclosed in
Note 2'l to the financial statements. Review of records provided for audit and the
Management report on Page Xiii of the annual report indicated that the Company had not
paid the staff salaries and related payroll liabilities from February, 20'19 to June, 2019.
The delay was contrary to Section E.2(1) of the County Human Resource Manual of 2013
which provides that any person engaged by the Company will be paid full salary from the
date of assumption of duty.

The Company was therefore in breach of its own regulations.

Report ofthe Auditor-General on Kwqle llater .tnd Seu,erage Conpany Limited lor the year ended j0 June. 20 t9
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3.0 Unremitted Statutory Deductions

As similarly reported in the previous year, the Company had as at 30 June, 2019 not
remitted employee salary deductions totalling Kshs.48,218,815 owed to statutory
organizations such as National Hospital lnsurance Fund (NHIF), National Social Security
Fund (NSSF), Kenya Revenue Authority, Higher Education Loans Board (HELB), and
others, as disclosed in Note 2'l to the financial statements. Failure to remit statutory
deductions may lead to penalties and litigation that may result in wasteful use of the
Company's funds.

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

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1)(a) of the Public Audit Act, 2015, based on the audit
procedures performed. I confirm that, nothing has come to my attention to cause me to
believe that internal controls, risk management and overall governance were not effective.

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standards
require that I plan and perform the audit to obtain assurance about whether effective
processes and systems of internal control, risk management and overall governance were
operating effectively, in all material respects. I believe that the audit evidence I have
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. in my opinion, adequate accounting records have been kept by the Company, so
far as appears from the examination of those records; and,

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

Responsibilities of Management and those Charged with Governance

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

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

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

ln addition to the responsibility for the preparation and presentation of the financial
statements described above, Management is also responsible for ensuring that the
activities, financial transactions and information reflected in the financial statements are
in compliance with the 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 the entity monitors compliance with
relevant legislative and regulatory requirements, ensuring that effective processes and
systems are in place lo 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
Artide 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
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of internal controls, risk management and governance processes and systems in
accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 2015 and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of
the internal control would not necessarily disclose all matters in 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.

Because of its inherent limitations, internal control may not prevent or detect
misstatements and instances of noncompliance. 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 Management.

Conclude on the appropriateness of the Management's use of the going concern basis
of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
ability of the Company 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 to continue as a going concern .

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

Obtain sufficient 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

Report ofthe Audit<tr-Ceneral on Kwale llater qnd Sewerage Conpany Limited for the year ended 30 June, 2019
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I communicate with the Management regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies
in internal control that are identified during the audit.

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

CPA N CBS

Na irobi

13 January,2022
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KWALFJ, WATE,R & SEWERAGE COMPANY LIMITEI)

ANNT]AL REPORT AND FINANC]IAL STATEMENTS FOR THE YEAR ENDED 30.'UNE
20t 9

STATEMENTOF PROFIT AND LoSS AND OTHER COMPREHENSIVE INCOME FOR
THE YI]AR ENDEI) 30.II.]NE 2OI9

Note 20ftit20le
RE\'[.\t Es Ks hs Kshs
Water Sales 6 I 20.I 17.655 10r,i.882.395
Grants from County Govemment 7 (a) 15.637.7i8 29.719.253
Dif fercd Incomc 7 (b) l I ,5 19.823
( )1her lncolrrc I 1.455.815 t0.514.16t
'r'o't,\t. ttE\'t.t\t [s t.l9,t 15,809

()PERATIN(; EXPT]NSES
ACministration Cost & Employrnent cost 9 (a) 80.323.165 I t0.lJ l-s.717

l0 78.649.t14 7 7.5(.r3.210

Depreciation ol'propert). plant and equipment l4(a) 4.970.73 I 5.l r.ie l

n Inorl izat ion ol'lntangihlc Asscls l4(b) t .0l9.lt l 1.236.55s
TOTAt. OPIiRATIN(; EXPENSES

()PERA'I-IN(; I' ROF'I'T(I,OSS) (6,2{l,602) ({5,713,291)
Finance Cost r l(h) (629. r l4)

PROt-tT/ (LOSS) BEFORE'tAX (6,2-l I .(r02 ) (16,3{2,{08)

INC0ME TAX EXPENSES/ (CREDI'T) ll(c)

I>t{o}-Il'/ ( L()SS) At.'I'IiR -I",\X (6,2-l r ,602) ({6,3J2,{r)tt)

2l}l712018

I 5tt,7l I .0{ l

[)irect Cost

I (r{,9ti2.6JJ I 9-1,u29, I03

l



Notc 20ull20l9 20t7 t20ttl
Kshs Ks hs

ASSETS
Non- Current Asscts
Pro Ianl and e Llt rrent l4 (a) 20.368.626 23.623.297

Intangible Asset l4 (b) 355.199 1.391.522

Staff receivables due afier one year l5(c) t42.541 342.541

Total Non-Current assets 2l,066,366 25,360,360

Current Assets

Trade and other receivables l5(a) 199.761.248 r 78.855.254

Bank and cash balances l6 15.566.023 3.354.987

Total ('urrent Assets 2ts,327 ,271 182,210,211

23(r,393,637

EQTIITI' AND LIAI}ILITIES
Ca ital and Reserves
Ordin share ca ita I l7(a) 2.000,000 2,000.000

Accumulated Reserve ( Deflcit (90.141.819) (43.799.41 I )

l7(b) .r6.71 9.86.1 16.71 q.86.+

Financial rcsults fbr lhe car (6.2.11 .602) (46,342.108 )

Total (-a ital and Rcscrvc (57.663.557) (51,421,95s1

Non-Currcnt Liabilitics
Sclr ice tul 2i(a) 9.991 .3 5 8 7.684.163

('ustorrrcr tic osl ts 23(b) l 4.046. l 0l r 2.71 5.1 0 1

Total Non-('urrent Liabilities 2J,037,-159 20,399,261

ll 270.0 I 9.73 5 23 8.593.292

TOTAL CT]RRENT LIAI}ILITIES 270.019.735 2J8.593,292

TOTAL T],QUITY AND LIABILITIES 236.393.637 207.570,60 t

STA'I'I]MENT OF },'INANCIAL PoSITION AS A'T 30 JL]NI.] 20I9

NOte: Inventories as at 3Orh June 2019 valued at a cost oi Ksh.l,55.l,7l4 were not reported in the

balance sheet since it would have led to double counting as inventories had already been expensed in

pense accounts.
ents were approved by the Board on

their respective ex,rrW).y
Aqtl-J

Senior Finance OITicer
Name: William Jelwa
ICPAK M/NO: I2660

Chairman ofthe Board
Name: Francis M jera Nzai

l

Managing Director
Name: Eric Parmet

KWALE WATER & SEWERAGE COMPANY LIMITED

ANNUAL REPORTS AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JIINE 20I9

Total Assets 207.570,601

Capital reserve

Current Liabilities
Trade & Other Payables

af I o r \ 2020 and signed on its behalf by:,W



ANNTIAL REPORTS AND FINANCIAL STATE}IENTS
FOR THE YEAR ENDI]I) .30 JIINE 2OI9

s'l'A'tEMENT OF CHANGES lN EQtTITY FOR TIIE YEAR Eir-DEl) -10.ttrNE 20t9

As At Jul1 l.20l7 2,000.000 36.719.86{ ({3,799.{l I ) (5,079,s{7)

Surplus for the year (46.342..108) (46.342.408 )

As At.Iune 30.2018 .0002,0 36,7 .86{ (e0,1/l.8r e) (%{2l.ess)

I r
As Ar Juh' I,2018 .0002.0 36,7 .86"t ,819)(90,1 (s!,r: t.qssl
Delecit for the year (6.2.1 r .601) (6.24 r.602)

As At June 30,2019 2,000.000 J6.719,86J (96J8J,{21 ) (s7,6J3,557)

I

Onlinsry I

share cspitat I

Accumulrled
l('apital 
] Rcvenuc

rtstn'c I rescrr'c/
] Defecir

Tolel



ANNt]AL REPORTS AND FINANCIAI- STA'I'EMENTS
FOR THE YEAR ENDED 30.ITJNE 2OI9

STATEMENT OF CASH FLOWS FOR THE YEAR ENI)EI) 30.ttrNE,20l9

CAS H FI,OWS FROM OPERATIN(; ACTIVITIES
1.792.871I I .(r 19.90214 (aCash enerated from/ used in activitics() eratln

I 792 87319,902ltused incncratcd fronr/Nct cash l) t rxtin

( ,\sl I l l.o\\ s FROM INVESTIN(; ACTIVITI IIS

l.l 7l .484l.3l 1,890l4 (a)[)urchase ol lant antl N'lachirtc
l-1 (r)Purchase of motor c c lcs

165.606r2.300ll a

Iil0 0(x):t91.870l.+ ilPurchase ol'con.t uters
504.2t214 llPurchase of Software

I,302{I 716 060Not cash cnerated from/ used in inr cst in activities

(.ASH FLoWS }'ROM FINANCIN(; ACTIVITIES

lll(rl.tl6l2.307.195--'(3( iratuit ahlcil

62,861I2,307 195fin a ncinNct cash cncratcd from/ used in

l-l{,51i I12,2 r I,037
I\( ltl'],\sl'.(l)lr('ll.li.\s[]) I\ ('Asll .\\l) (,\slI
1.. T]IVALENTS

999365{,986Jl6
CASH AND CASH EQUIVALENTS AT BEGINNIN (;

3 35{,9tt6t 5,566 023l6
CASH AND CASH EQUIVALENTS AT END OF THE
YI.]AR

{

KWALE WATER AND SEWERAGE COMPANY LIMI'I-I]D

2017n0t8
KshsKshs

\ote I 2018/2019

I)urchasc ol f urniturc's

acti\ itics

7OF YEAR



ANNUAL REPORTS AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JTINE 2OI9

STATEMENT O1'COMPARISON OF BUDGET AND ACTT.IAL AMOUNTS
FOR THE YEAR ENDED 30 JTINE 20I9

The company did not realise the anticipated increase in revenue due to constant disconnection olwater supply bl Coast water senice
board and Kenya power and lighting for un paid bills.

5

Rer cnu e K shs Kshs Kshs Ks hs Kshs
Sale of services 193.i54.498 0( ) 193.354.,198 120.127.65s (73.226.843)
Transfers liom the Govemmenl (Kwale
County)

(0) 15.637.738 15.637.7i8

Other inconte 6.228.000 6.228.000 I I .5 19.82.i 5.291 .823
Difltred Income 0( ) I l.-+55.815 I I ,455.825
Total income t 99,582,{98 0( ) t 99,582,{98 158.7{ I ,0{ I (40,8{ I,{s7)

Compensation of ernployees 58.006.349 58.006.349 51.821.3 10 6.184.739
Use ofgoods and sen,ices (Direct cost) 85.784.345 (0) 85.784.:r.r5 78.649)24 7.135.121
Finance cost 600.000 ()( ) 600.000 600.000
Rent [ixpenses 200.000 (0) 200.000 270.000 (70.000)
Administrative costs 54.657.795 54,657.79s 34.212.108 20.415.687
Total ex cnd itu re 199,248.-189 (0) 199.2{n.-189 16.1.982.6{-1 -i{,265,5.17
Surplus for the criod/ Dcficit 331,009 -1-1{,009 (6,211 ,602) (5,907,5e3)

araDle
besis

8-20 r 9

crltn

r0l8-20ter
--t
201!t-20t91

\diustments I Final budser ] {ctralrl on I Pcrformuncr
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KWALti WA'Itatt ANt) SLWEI{A(;t,t ('OMpANy l.lNtITlit)

ANNTIAL REPORTS AND FINAN(]IAL STATEME,NTS
FOR THE }'EAR ENDED 30 JUNE 2OI9

NOTES'I'0 THE FINANCIAL STATEMENTS

I. (;EN EITAL INI.'()I.lMATION

Kwale Water and Scwerage Companl' Limitcd is established by and derives its authority and
accountability from Companies Act.'fhe entity is wholly owned by the Counly Government ol'
Kwale and is domiciled in Kenya. 'fhe company principal activity is to provide quality and
sufllcient water and sewerage services in a reliable and sustainable manner to the residcnts ol
Kwale, Kinango and Msambweni districts.

For Kcnyan Companies Act reporting purposes. the balance shoet is representcd by the statement
of linancial position and the protit and loss account by the statement of profit or loss and other
comprehensive income in these tinancial statements

2. STATEMENT OF COMPLIANCE AND BASIS OF PREPARATION

The flnancial statcments have been prepared on a historical cost basis excepl li)r the measurement
at re-valucd amounts of'certain items ol property. plant and equiprnent. marketable securities and
tlnancial instrunlents at thir value. impaired assets at their estimated recovcrable amounts and
actuarialll' delermincd liabilities at their present value. The preparation offinancial statemcnts in
confirrrrritl' $ith International l"inancial Reporting Standards (ll:RS) allou,s thc use ol'estimatcs
and assumptions. lt also requires nlanag!-nrL'lrt ttr exercise judgcnrent in the process of applying
the entity's accounting policies. The areas involving a higher dcgrce ofjudgerncnt or complcxity,
or where assumptions and estimates are significant to the llnancial statements. are disclosed in thc
noles

The financial statemonts have been prepared and presented in Kenya Shillings. which is the
lunclional and rcporting currency of the Kwale water and seweragc company limited.

The tlnancial slatements have been prepared in accordance rvith the PFM Act. Ihe State

Corporations Act and lntemational F'inancial Reporring Slandards (IFRS). The accr)unting
policics adopted have been consistcntll.'applied to all the years prescnted.

3. APPLICATION OF NEW ANI) REVISEI) IN'I'ERNATIoNAL FINANCIAL
REP()R-I'ING S-I'AN DARDS ( I F RS)

i) Rclcvant ncu' standards and amentlments to published standards cffcctive for the vear
cndctl 30 .f une 20Iti

Amcnd menl/l nterpre trtion
to a sta ndard

l.l fli'c t ir c rlutc I nr pn(l

II"RS 9: liinanc ia I

lnstrunrents
( 1.t.:uaLl 2l .lulr' l0 l l )

Etfective for
annual periods
beginn ing on
or alier I

Januarv 201 8

Finalized version of IFRS g which contains
accourlting requirements fbr tlnancial inslruments.
replacing Finunciul h[trunrcnts.
Racognition uul trlcct.,;w'e nrcnt.

The standard contains requirements in the
fbllowing areas:

Classification and measurcmcnl
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KWAI,Ii WA'TER & ST]WERA(;tr] ('()MPANY LIMITEI)

ANNTJAL II,I'POR'IS AN I) FI N,,\NCI AI- STATEM I]NTS
F'Ott THIi YEAR tiNDFll) 30,ttrNE 20r9

Amendment/lnterprrtation
to a strndard

Effcct ivc date Imprct

Financial assets are classified bv relerence
to the business rnodel rvithin rvhich they
are held and their contractual cash flow
characteristics. The 2014 version of IFRS 9
introduces a 'lhir value through other
cornprehensive income' category for cerlain
debt instrunrents. Financial liabilities are
classitied in a similar manner to under IAS
-.19. however there are dif'f'erences in the
requiremcnts appll,ing k) the measurement
ol an entit)'s own credit risk.

lmpairment. The 2014 version of IFRS 9
inlroduces an 'expccted credit loss'rnodel
lbr the nrcasurerncnt ot'thc irnpairment of
financial assets. so it is no longer necessarv
tbr a credit event to have occurred before a

crcdit loss is recognised

Hedge accounting. Inlroduces a new
hedge accounting model that is designed to
be nrore closcll alig,rred with hou entities
undcrtake risk management activities when
hedging linancial and non-llnancial risk
exposures

I)crccognition. Ihc rcqLrirements lbr lhe
dcrccogrritiorr ol linancial assets an(l
liabilitics arc carricd lbn,,ard lionr IAS -.19

IFRS l5: Revenue fiom
Contracls with ('Lrstomcrs

( l.:suacl 2l| l4uy 20 I 1)

Applicable to
an ent ity's first
ANNUAI IFRS
financial
statenrents lbr
a period
beginn ing on
or afler I

January 20 i 8

IFRS l5 provides a single. principles based five-
step rrodel to be applied to all contracts with
customers.

The five steps in the model are as follows:

. ldentify the conlract with the customer

. Identify the performance obligations in the
contract

Determine the transaction price

Allocate the transaction price to the
perlirnnance obligations in the contracls

Recognise revenue when (or as) the entity
satisfi es a perfbrmance obligation.

7



KWALE WATEII & SEWERAGE COMPANY I-IMI'I'ED

ANNT]AL REPoRTS AND FINAN('IAL S'[ATI'MEN'IS
FOR THE YEAR ENDED 30.IT.INE 20I9

Amend ment/l nterpretation
to a standard

f llective date lmpact

Guidance is provided on topics such as the poinl in
which revenue is recognised, accounting lbr
variable consideration. costs of fulfilling and
obtaining a contracl and various related n]afiers.
Nerv disclosurcs about revenue are also introduced.

IFRIC 22: Foreign Currency
Transaclions and Advance
Consideration
(lssual ll Dec t nbcr 20l6)

Applicable to
annual
reponinB
periods
beginn ing on
or aller I

January 201 8

'[he inlerpretation addresses tbreign currency
transactions or parts oltransactions where:

. there is consideration that is denominated
or priced in a lbreign currencyl

the entity recognises a prepayment asset or
a deferred income liability in respect of
lhat consideration. in advance of the
recognilion ol'the rclated asset. expense or
inconre: and

. the prepaynrent assel or deferred income
liability is non-monetary.

The lnterpretations Committee came to the
Ibllou ing conc lLrsion:

'lhe date of the transaction. lbr the purpose
ol'dctermining the cxchange ratc. is the
date of initial recognition of the non-
monetary prepayment asset or deferred
income liability.

lfthere are rnultiple pavments or receipts it1

advance. a dale oftransaction is established
tbr each payment or receipt.

Rcctrynititnr o/ Dcli'rrul 'lrlr
A,t.;1, t s litr I hrt'ul isul Lossa.s

/,4nt:ntlment.s trt L|,\ I I I

II:;,ttrul I9 .hnuur.t )()I6 )

Ett'ective lbr
annual periods
beginning on
or after I

January 201 7

Arnends IAS l2 lncomc 7'uxcs to clarily the
tbllowing aspects:

Unrealised losses on debt instruments
measured at lhir value and nteasured at cost
tbr tax purposes give rise to a deductiblc
lemporary ditl'erence regardless of whethcr
the debt instrument's holder expects to
recover the carrying amount of the debt
instrument by sale or by use.

'Ihe carrying amount of an asset does not
limit the estirnation of probable firture

l1



KWALE WATER & SEWERAGE COMPANY LIMITEI)

ANNT]AL REPORTS AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 20I9

Amend menl/lnterprclation
to a sla nda rd

l.l'li'cti\ r (lalr lmpacl

taxable profits.

Estimates for future taxable profits exclude
tax deductions resulting liom the reversal
of deductible temporary differences.

An entity assesses a delerred tax asset in
combination with other deferred tax assets.

Where tax law restricts the utilisation ol
tax losses, an entity would assess a
def'erred tax asset in combination with
other delbrred ta\ assets of the same type.

l) i.t c I os u re I n i I i ut i t, c

L.lntendnn,nl.,; to 1"1,\ 7 t

( lssLracl 29.lutrutu'.t' 20 I 6 )

Eft'ective lor
annual periods
beginn ing on
or alter I

Januarl, 201 7

Antends IAS 7 Stutq rnt of ('ush Flovs to clarit_r

thal enlitics shall provide disclosures that cnahlc.

rusers ol'llnancial stalcnlcnts k) cvalUate changes in
liahilitics arising lirrnr linarrcinq activities.

('lurifit'ution,s to IFR\ l5
'Revenue lion ('onlra( 1.\

vyilh ( ustonars'
( lssucd I 2 A?ril 20 I 6t

Ell'ective for
annual periclds

bcginn ing on
or alier I

January 201 8

Ar::cnds IIrRS l5 /?c,r't,rrrrr, fi'om ('onlrud,\ \t'ilh
('ustonur,; to clarity three aspects of the standard
(identitying perfornrance obligations, principal
versus agent considerations, and licensing) and to
provide sorne transition reliel' for moditled
contracts and completed contracts.

(' Ius,s ifi t ttI i r tn uncl
llcus ura ntt'n I ol Shora -

hu.,; a cl l\t.ln rc n t Tru n s uc t i o n s
(Antc dnrcnls to IFRS 2l
(lssued 20 .lune 2016 )

Eti'ective lor
annLra I periods
beginn ing on
or alier I

January 201 8

Amends f l"RS 2 ^Slure-hused Pu.ynrrl to clarify the
standard in relation to the accounting for cash-
settled share-based pa)'ment transactions that
include a perfonnance condition, the classificalion
of share-based payment transactions with net
setllenrenl t'eatures. and the accounting tbr
rnoditlcations of share-based payment transactions
tiom cash-settled Io equ ity-setlled.

.1ppl.r'ing IFR\ 9 'F'inunciol
hstunrcnt.';' n ith IFRS I
' lttstounc c (' on I ruc l,\'
(,4nlcndnk l.\ kt IFR,\ 1)
ll.\sued I 2,\eptcnrher 20 l 6l

Ovcrlal,
approach to be

app licd uhcn
lliRS 9 is first
applied.
Dcli'rral
approach
e l'le ct ive fbr'
an nual periods
bcsinn irrg 0n

Amends IFRS .l hl,;urotta (lonlrutl.t providc two
oplions l()r cDlities tlral issuc insrrrance co traet:\
within the sr:ope ol IF RS 4:

()

an option that permits entities to reclassit_v.

from profit or loss to other comprehensive
income. some of the income or expenses
arising tiom dcsignated linancial assetst

this is the so-called overlav approach:



a

KWALE WATER & SEWERAGE COMPANY LIMITEI)

ANNUAL REPORTS AND FINANCIAL STATEME,NTS
FOR THE YEAR ENDED 30 JT]NE 20I9

Amend ment/Interprctation
t(, a standard

lmprct

or atler I

January 201 8

and only
available tbr
three years

atier that date
'l he application ol'bolh ap;troaches is oplional and
iln clltil\ is peflnitte(i lo stop apphing thenr bclirrc
lhe ncrv insurancc contracts standard is applied.

an oplional tenlporar), e\emption from
applying ll-'RS 9 fbr entities whose
predominant activity is issuing contracts
within the scope ol IFRS 4; this is the so-
called det'erral approach.

Trun,sfbrs oI ht|c,\tncn I
P rope rl.r' (AnE ndnrcnt.\ t (,

1.4,\ 10)
(lssuccl iJ Du embar 2016 t

El lective lor
annual periods
beginn ing on
or afier I

January 201 8

'l'lre anrendrnenls to IAS 40 htyrs!m?nt Propert..t

Anrends paragraph 57 to state that an entity
shall transfer a properly to, or from,
investnrent property when. and only when.
there is evidence of a change in use. A
change ol use occurs if'property nteets. or
ccascs k) nlecl. thc definition of investmerrl
propert\'. A change in management's
intentions fbr the Use ola property by itself
does not constitute evidence of a change in
use.

'Ihe list of examples ot' evidence in
paragraph 57(a) - (d) is now presented as a
non-exhaustive list of examples instead of
the previous exhaustive lisl.

,1 un uul I nt 1tx tta ntt' ttl.,r ! o
ll RS Sroulurds 20 l 1 20 16
('v lc
(1,';,';ued li Dattnbe'r 20l6)

The
amendrnents to
IFRS I and
IAS 28 are

eltective for
ann ua I periods
hcginning on
or afier I

JanLrary 201 8.

the
amendment to
IFRS I2 fbr
annual periotls
begirrn ing on
or afler I

January 201 7

IFRS I - Deletes the short-term
exemptions in paragraphs E3-87 ol IFRS
I, because they have now served their
intended purpose

IFRS I2 - Claritles the scope of rhe
standard by specilying that the disclosure
requirements in the standard. except tbr
those in paragraphs Bl0-B16. apply to an
entitv's interests listed in paragraph 5 that
are classitied as held lbr sale. as held fbr
distribution or as discontinued operations
in accordance with IFRS 5 Non-currcnt
As.;ets Held .for ,lale und Distttntinuecl
Operolktrt.t

Makes amendments to the tbllorving standards:

l0

Ilffectil e dale
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KWALE WATER & SEWERAGE COMPANY LIMITEI)

ANNUAL REPORTS AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 20I9

Ame nd me nt/Interprctati0n
lo a standartl

E fli'cl ir c (latr Impacl

IAS 28 - Clarifies that the election to
nleasure at fair value through profit or loss

an irtvcstnrenl in arr associate or a joint
venture that is held by' an entity that is a

venture capital organisation, or otlter
qualitying entity, is available lbr each

in!estment in an associate or joint venture
on an inveslment-by-investment basis.
upon in itial recognilion.

ii) New and amended standards and interprctations in issuc but not vct effective in thc ),ear
ended 30 .Iune 201 8

Amend ment/lnterpretati0n
to a standa rd

E ffectivc dntc lmpact

IF-R,\ 16. LL'ttscs

( lssucd I J .hutuert 20 l6)
Applicablc to
annual reporting
periods
beginn ing on or
after I January
2019

IFRS l6 specifies how an IFRS reporter will
recognize. nleasure. prescnt and disclose leases. The
standard provides a single lessee accounting model.
requiring lessees to recognize assets and liabilities tbr
all leases unless the lease tenn is l2 months or less or
the underlying assel has a low value. Lessors continue
to classity leases as operating or finance, with IFRS
I6's approach to lessor accountinB substantially
unchanged fiom its predecessor. IAS 17.

IFRS l7 hsunutte ('o, r.tcl,\
(lssual I 8 lllu.y 20I t- )

Applicable to
annual reponing
periods
beginn ing on or
after lJanuary
202 l

IFRS l7 requires insurance liabilities to be nteasured
at a currcnt lirlfillment value and provides a nrore
unilirrrn measurement and presentation approach for
all insurance colltracls. fhese reqrrirerncnts are

designed to achieve the g,oal ola consislent. principle-
based accounting tbr insurance contracts. IFRS l7
supcrsedcs ftRS .1 /n.urrrrca ('<tntructs as of I

January 2021.

ll



KWALE WATER & SEWERAGE COMPANY LIMITET)

ANNUAL REPORTS AND FINANCIAI- STATEMENTS
FOR THE YEAR ENDE,D 30 JUNE 20I9

1I'RlC 23. Uncertdiflty otr
htutnrc Totr ?'rtalme ts
(l:sued 7 ,lunc 20171

Applicable to
annual reporting
periods
beginn ing on or
alier l January
l0l9

The interpretation addresses the determination ot'
taxable protlt (tax loss). tax bases. unused tax losses.
unused tax credits and tax rates. when there is
uncertaintv over income tax trealments under IAS I2.
It specilica lly considers:

Whether tax treatments should be considered
collectively

AssLrrnpt ions tbr taxation authorities'
exanr inations

The determination of taxable prollt (tar loss).
tax bases. unused tax losses. unused tax
credits and tax rates

'l'he. eff'ect of changes in lhcts and
circumstances

Prepuynrcnt l'-aulurr:,; vt,it h
.\i,grrlirr, (' o,n lrr n,\ Lt t i ( rn

Ll k'nl tL'tll.\ to ll"ll,\ 9t
llr.urcd l) ()L rohar )l) l: t

Annua l periods
bcginn ing on or
alter I.lanrrarv
l0 t9

Amends the existing requirements in IFRS 9
regarding ternrination rights in order to allow
measurement at anrortized cost (or. depending on the
business nrodel. at tair value through other
comprehensive income) even in the case of negative
compensation payn)ents.

lttng-tarm lnl arc.\1.\ itl
,l.vsot iuIa.; und .loinI
Va nl urc.s ( Antc ndma nl s I o

IAS 28)
(lssued I 2 October 201 7,)

Ann ual periods
he girrn ing on or
aller I January
2019

Annuul I nr prot c trt e n t,s to IFRS
Stundards 201 5 2017 C),cle
(l.s.sucd l2 Dec L,nthar 2017)

Annual periods
beginning on or
alier I Januarv
2019

Makes amcndments to the fbllowing slandards

IFRS 3 and IFRS ll - The amendments to
IFRS 3 clarily that when an entity obtains
conlrol ol'a business thal is a joint operation.
it renreasures previously held interests in that
business. ['he amendments to IFRS J I clarify
Ihat when an entity obtains joint control of a

business that is a joint operation. the entity
does not remeasrrres previously held interests
in that business.

IAS 12 - The amendments clarify that the
requiremcnts in the tbrmer paragraph 52li (to
recognise the income tax consequences of
divrdends rvhere the lransactions or events

ll

Claritles that an entity applies IFRS 9 Finorciul
htstntntertts to long{ernr inl.erests in an associate or
joint venture that lbrm part of the net investment in
the associate or joint venture but lo which lhe equity
rnethod is not applied.



KWALE WATl]R & SEWERA(;E COMPANY LIMITF:,I)

ANNUAL REP()RTS ANI) FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JI.INE 20I9

that generaled distributable protlts are
recognisedl appl) lo all irrcomc tar
consequences of dividends bv moving the
paragraph awav fiom paragraph 52A that onl).
deals with situations where there are dil'ferent
ta\ rates fbr distributed and undistributed
proti ts.

IAS 23 - 'fhe anrendments clarity that if any
specific borrorving remains outstanding afier
the related asset is ready for its intended use
or sale, that borrowing becomes pan of the
f'unds that an entity borrows ge,eral/r' rvhen
calcLrlating the capitalisation rate on general
borrowings.

Plun.lnrcndnrnt.
('tduil rcnl or,\(tll? k,D I
l,-lnt,nlnr:nts l(, 1.1,\ l9i
(lxutd 7 l'i,hruttt )0llit

Annual periods
hegin n ing orr ol
atier lJanuan
20t9

'['he antendrncnts in Plur .4narulnrcnt. ('ut tuil lt'nt ot'
,\ttllt'nunt /.,tntrulntants t() l,'1,\ l9) arc

lf a plan anrendnlenl, curtailntcnt ol
settlcment Occurs. it is now mandatory that
the crrrrellt scrvice cosl and thc net interesl
fbr the period alicr the remeasurernent are
delermined using the assunrptions used tbr
the renleasurenlent.

ln addition. amendments have been included
to clarify the ef'f'ect ol a plan amendment.
crrnailmerrt or selllcment on lhe reqUircmenls
regard ing the asset ceiling.

-1ntndntnt.,i to Rcftrcnc.'.\ to
the ('(,nceptuul l't'unrcwork in
IFR.\ Sro ro .r

ll.t.sttd J9 llur-ch )0I 8 t

Annual periods
beginn ing on or
after I January
?020

'I-ogether u,ilh the revised Cont.epluul Frunct,ork
published in Malch 2018. the IASB also issued
Arttenlnrcnls to Rafarcnca.s to tht ('oncL'ptuul
I;ruutvxtrk in ll,RS ,\luttdurls. 'l'he docuntenl
contairrs anrcndnlents to IFRS 2, IFRS l. IFRS 6.
IFRS I4. IAS I. IAS 8. IAS ]4. IAS.-}7, IAS ]8,
It"RI(' 12. ll:RlC Iq. IFRIC 20. IFRIC 22. and StC-
ll. Not all amendments. houcver update those
pronouncemcnts rvith regard to ref'ercnces Io and
quoles tiorn lhe t'r'anrerrork so lhat thev ret'er to the
revisctl ('olc'c7.r/a ul l;t'unat ork.

Pages 8 to l3 notcs to thr financial statemcnts is
missing as thc platform rl0cs not allow

l)



KWALE WATER & SEWERA(;E CoMPANY LIMITE,I)

ANNT]AI, REPORTS AND FINAN(]IA1, STATEMENTS
FOR THE YEAR ENI)ED 30.IT]NE 20I9

NOTES TO THE FINANCIAI. STATIiMENTS ((iontinucd)

The Directors do not plan to apply any ofthe above until they become eff'ective. Based on their
assessnrent of the potential impact of application ol the above, they do not expect thal thcre
will be a signilicant impact on the company's linancial statements.

{. APPLICATION OF NEW AND REVISED INTERNATIONAL FINANCIAL
REPORTINC STANDARDS (IFRS)

iii) Earll adoption of standards

1'hc cntity ditl not earl1, - adopt any new or amendod standards in year 201 8.

,1. SUMMARY ()F SIGNIFICAN-I' ACC()UNTIN(; POLICIES
'l'he principle accounting policies adopted in thc preparation of'these financial statemcnts are set

out be lrr*:

a) Revenue recognition

Revenue is recognised to the extent that it is probable that tuture economic benefits will flow
lo the cnli0' and the revenue can be reliably measured. Revenue is recognised at the f'air value
of consideration received or expected to be received in the ordinary course of the entity's
activities, net of value-added tax (VAT). where applicable. and when speciiic criteria have
been met for each of the c nt ity's activities as described below.

i) Revenue from the sale of goods and services is recognised in the year in which the
srlliry delivers products to the customer. the customer has accepted the products and

collectability ofthe related receivables is reasonably assured.

ii) Grants from National Government are recognised in the year in which the entit)'
actually receives such grants. Recurrent grants are recognized in the statement of
comprehensive income. DevelopmenVcapital grants are recognizcd in the statement of'
flnancial position and realised in the statemenl ot' comprehensive income over the uselul
lif'e ofthe assets thal has been acquired using such f'unds.

iii) Finance income oomprises interesl receivable fiom bank deposits and investment in
securities. and is recognised in prolit or loss on a time proportion basis using the
el'fective interest rate method.

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

Rental income is recognised in the income statement as it accrues using the ef}-ective

Iease agreements.
v)
vi)

I-+



KWALE WATER & SEWERAGE COMPANY LIMITED

ANNUAL REPORTS AND FINANCIAL STATEMENTS
FOR THE Yf,AR ENDED 30 JI"INE 20I9

NOTES TO THE FINANCIAL STATEMENTS (Continued)

vii) Othcr income is recognised as it accrues.

b) In-kindcontributions

ln-kind contributions are donations that are made lo the entity in the tbrm of actual 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 lbr in-kind contributions
can be reliably determined, lhe antily includes such value in the statement ol' comprehensive

income both as revenue and as an expense in equal and opposite amountsl otherwise, the

contribution is not recorded.

,1. SUMMARY OF SIGNIFICANT ACC()UNTING POLICIES

c) Property, plant and cquipment

All categories of property, plant and equipment are initially recorded at cost less accumulated

depreciation and impairment losses.

Certain categories of property, plant and equipment are subsequently carried at re-valued

amounts. being their lair value at the date of re-valuation less any subsequent accumulated

depreciation and impairment losses. Where re-measurement at re-valued amounts is desired,

all items in an asset category are re-valued through periodic valuations carried out by

independent extemal valuers.

Increases in the carrying amounts ol assets arising from re-valuation are credited to other

comprehensive income. Decreases that olfset previous increases in the carrying amounl of the

same asset are charged against the revaluation reserye accounti all other decreases are charged

to protit or loss in the income statement.

Gains and losses on disposal of items of property. plant and equipment are determined by

comparing the proceeds fiom the disposal with the net carrying amount of the items, and are

recognised in profit or loss in the income statement.

d) Depreciation and impairment of property, plant and equipment

Freehold land and capital work in progress are not depreciated. Capital work in progress

relates mainly to the cots of ongoing but incomplete works on buildings and other civil works
and installations.

Depreciation on property. plant and equipment is recognised in the income statement on a
straight-line basis to write down the cost of each asset or lhe re-valued amount to its residual

value over its estimated useltl lif'e. The annual rates in use ate:

Buildings and civil works
Plant and machinery
Motor vchicles. inclucling molor cycles

25 years or the unexpired lease period
I 2.5 years

4 years

t5
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KWALE WATER & SEWERAGE COMPANY LIMITEI)

ANNTIAL REPORTS AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30.ITINE 20I9

NO'l lls'l () l lll,l l'lNr\N( lAl, S'l A'l'l.lNl I,lN'l'S (('ontinuctl)

Computers and related equipment 3 years
OIfice equipment. furniture and fittings 12.5 years

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

Items of property. plant and equipment are reviewed annually lbr impairment. Where the
carrying amount of an asset is assessed as greater than its estimated recoverable amount. an
impairment loss is recognised so that the asset is written down imrnediately to its estimated
recoverable amount.

4 St]MMARY OF SIGNIF'I(]ANT ACCOT]NTIN(; POI,I(:IES

c) I ntangiblc :rsscts

Intangible assets comprise purchased computer sofir.l'are licences, which are capitalised on the
basis of costs incurred to acquire and bring to use the specific soliware. These costs are
amortised over the estimated useful tif'e of the intangible assets from the year that they are
available fbr use, usually over three years.

f) Amortisation and impairment of intangible assets

Amortisation is calculated on the straight-line basis over the estimated useful life olcomputer
soflware of three years.

All computer software is reviewed annually for inrpairment. Where the carr_ving amount of an
intangible asset is assessed as greater than its estimated recoverable amount, an impairment
loss is recognised so that the assct is written down immediately to its estimated recoverable
amount.

g) I nvestment propcrt)

lluildings. or part o1'a building (lieehold or held untlcr a tinarrce lease) and land (liechold or
held under an operating lcasc) hcld lbr long temr rental licltls and/or capital appreciation, and

which are not occupied by the entity, are classified as investment property under non-current
assets.

lnvestment property is carried at I'air value, representing open market value determined
periodically by independent external values. Changes in tair values are included in profit or
loss in the income statement.

h) I.-inancr antl oprrating lrirscs

Leases which conl'er substantially all the risks and rewards of ownership to lhe entity are
classilled as linance leases. lJpon initial recognition, the leased asset is measured at an
amount equal to the lower of its f'air value and the presenl value of the minimum lease

l(r



KWALE WATER & SEWERA(;E ('OMPANY LIN{ITEI)

ANNT]AL REPoRTS ANI) FINAN(]IAL STATEMENTS
FOR THE }'EAR ENI)ED 30.ITINE 20I9

NOTES TO THE FINAN(rlAL STATEME,NTS (Continued)

payments, and the asset is subsequently accounted tbr in accordance with the accounting
policy applicable to that asset.

I

All other leases are treated as operating leases and the leased assets are recognised in the
statemenl of llnancial position to the extenl of prepaid lease rentals at the end ol the year.

Payments made under operating leases are recognised in profit or loss on a straight-line basis
over the term of the lease. l,ease incentives received are recognised as an integral part of the
total lease expense over the lerm ofthe lease.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

i) F-irr:tl intcrrst inr oslntcnls (bonds)

Quoted investments are classitled as non-current assets and comprise marketable securities
traded fieely at the Nairobi Securitics L)xchange or other regional and intemational securities
exchanges. Quoted investmcnts arc stated at tair value.

k) Unquoted inve slmcnls

Unquoted investments stated at cost under non-current assets. and comprise equity shares
held in othcr (iovernrnent owned or controlled entities.

l) I nventories

m) Tradc and other rcceivabk:s

Trade and other receivables are recognised at fair values less allowances for any
uncollectible anounts. l-hese are assessed lbr impairment on a continuing basis. An
eslimale is made oldoubttul receivables based on a review ofall outstanding amounts at the
year end. Bacl debts are written olFatier all eftorts at recovery have been exhausted.

t7

Fixed interest investments ret'er to investment funds placed under Central Bank of Kenya
(CBK) long-term infiastructure bonds and other corporate bonds with the intention ol'
eaming interest income upon the bond's disposal or maturity. Fixed interest investments are
tieely traded at the Nairobi Securities Exchange. The bonds are measured at fbir value
through profit or loss.

j) Quoted investments

Inventories are stated at the lower of cost and net realisable value. The cost of inventories
comprises purchase price. import duties. transportation and handing charges. and is
determined on the moving average price method.



KWALE WATER & SEWERAGE COMPANY LIMITED

ANNUAL REPORTS AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30.II.JNE 20I9

NOTL,S TO THE FINAN('lAt. STA'l'liME,NTS (Continucd)

n) l'axation

C urrenl inconrc lu-t

Cunent income lax assets and liabilities for the current period are measured at the amount
expected to be recovered fiom or paid to the taxation authorities. The tax rates and tax laws
used to compute the amount are those thal are enacted or substantively enacled. at the
reporting date in the area r.vhere the Entity operates and generates taxable income. Current
income tax relating to items recognized directly in net asscts is recognized in net assets and
not in the statement of financial perfbrmance.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

n ) 'l aration

C urrenl income lo-t

Current income tax assets and liabilities for lhe current period are measured at lhe amount
expected to be recovercd liom or paid to the taxation authorities. I-he tax rales and tax laws
used to compute the amount are those that are enacted or substantivelv enacted. at thc
rcporting date in the irrea whcrc thc [intity operatcs and gcncrates taxable income. Current
inconre tax relaling to items recognized directly in nct asscts is rccognized in net assets and
Management periodically evaluates positions taken in the tax returns with respect to
situations in which applicable lax regulations are subject to interpretation and establishcs
provisions where appropriate.

Deferred tat

Del-erred tax is provided using the liability method on temporary diff'erences between the
tax bases of assets and liabilities and their carrying amounts for llnancial reporting purposes
at the reporting date.

Def'erred tax liabilities are recognized fbr all taxable temporary dift'erences, except in
respect of taxable temporary dilferences associated with investments in controlled entities.
associates and interests in .ioint ventures, when the timing of the reversal of the temporary
differences can be controlled and it is probable that the temporary dilI'erences will not
reverse in the tbreseeable luture.

Det'erred tax assets are recognized lbr all deductible temporary differences, the carr_"-

fonvard of unused tax credits and any unused tax losses. Del'erred lax assets are recognized

to the extent that it is probable that taxable protit will be available against which the
dcductible temporary dil'lerences. and the carry firrward ol unused tax credits and unused
tax losses can be utilized, exccpt in respect oideductible tcmporary dilferences associated
with investments in controlled entities, associates and interests in .joint ventures, del'erred
tax assets are recognized only lo the extent that it is probable that the temporary dillerences

t8
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KWALE WATER & SEWERAGE COMPANY LIMITI],D

ANNI-IAL REPORTS AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JI"INE 20I9

NOTE,S TO THE FINANCIAL STATE,MENTS (Continuetl)

{

Will reverse in the tbreseeable luture and taxable prolit uill bc'ar,'ailable against u'hich the
temporary ditl'erences can be utilized.

The carrying amount of del'erred ta\ assets is reviewed at each reporting date and reduced to
the extent that it is no longer probable that sutllcient taxable proiit will be available to allow
all or part of the del'erred tax asset to be utilized. Unrecognized deferred tax assets are re-
assessed al each reporting date and are recognized to the extent that it has become probable
that future taxable prolits will allow the del'ened tax asset to be recovered.

Del'erred tax assets and liabilities are measured at the tax rates thal are expected to apply in
the year when the asset is realized or the liability is settled. based on tax rates (and tax laws)
lhat have heen enacted or substantively enacted at the reporting date.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

n)'Iaration

Dclerrel tu.t

Del'ened tax relating to items recognized outside surplus or deficit is recognized outside
surplus or deficit. Del'erred tax items are recognized in correlation to the underlying
transaction in nel assets. Deferred ta:( assets and deferred tax liabilities are oiltet ifa legally
enlbrceable right exists to set olf current tax assets against currenl income tax liabilities and
the deferred taxcs relate to the same taxable entitv and the same taxation authoritv.

o) ('ash and cash equivalents

Cash and cash equivalents cornprise cash on hand and cash at bank, short-term deposits on
call and highly liquid investments with an original rnaturity ol'threc monlhs or less. which
are readily convertible to known amounts ol'cash and arc sub.lect to insignilicant risk ol'
changcs in valuc. Ilank account balances include anlounts held by thc bank at the end ol'the
rcportinS period. lror the purposes of these flnancial statenlents. cash and cash equivalents
also include short tcrm cash impresls and advances to authorised stafl's at the end ol the
linanc ial year.

p) lirrrorr ings

including prcmiums payable of settlement or redemption are accounled tbr on accrual basis
and are addcd to the carrying amount oflhe instrument lo the extent that they are not seltled
in the period in which they arise. Loan interest accruing during the c()nstruction of'a project
is capitaliscd as p:rrt o1'the cost olthe pro.iect.

l9

Interest bearing loans and overdrafts are initially recorded at fair value being received, net of
issue costs associated with the borrowing. Subsequently. these are measured at amortised
cost using the ef'fective interest rate method. Amortised cost is calculated by taking into
account any issue cost and any discount or premiunr on settlement. Finance charges.



KWALE WATEII, & SEWERAGE COMPAN}'LIMITEI)

ANNT]AI, REPORTS AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30.ITINE 2OI9

NOTES T0 THE FINANCIAL STATEMENTS ((iontinucd)

q) Trade and other payables

'[ rade and other payables are non-interest bearing and are carried at amortised cost, which is
rncasured at the tair value of contractual value of the consideration to be paid in t'uture in
respcct ol'goods and services supplied. whether billed to the entity or nol, less any payments
rnade to the suppliers.

4 ST]MMARYOFSI(;NIFICAN'I'ACCOT.INl-IN(; PoLI('IES

The company contributes to the statutory National Social Security Fund (NSSF). This is a
defined contribution scheme registered under the Narional Social Security Act. The
company's obligation under the scheme is limited to specific contributions legislated fiom
tinre to tirne and is currently at Kshs.200 per employee per month.

s) Provision for staff leave pay

Employees' entitlements to annual leave are recognised as they accrue at the employees. nt
provision is made fbr the estimaled liability fbr annual leave at the reporting date.

t) Exchange rate differences

The accounting records are maintained in the linctional currency of the primary economic
environment in which the entity operates. Kenya Shillings. Transactions in ibreign
currencies during the year/period are lranslated into the lunctional currency using the
cxchange rates prevailing at the dates ot'the transactions or valuation where items arc re-
measured. Any fbreign exchange gains and losses resulting fiom the settlement ol'such
transactions and liom the translation at year-end exchange rates of monetary assets and
liabilities denominated in loreign cunencies are recognised in protit or loss.

u) Budget information

The original budget fbr FY 2018-2019 was approved and signed by the BOD on l6'h March
2018. There has been no additional appropriations made to the approved budget in
accordance with specilic approvals tiom the appropriate authorities. The additional
appropriations are added to the original budget by the entity upon receiving the respecrive
approvals in order to conclude the final budget. Accordingly. the company did not recorded
additional appropriations of on lhe 2018-2019 budgct fbllowing the governing body's
approval.
1'hc entity's budget is prepared on a difl'erent basis to the actual income and expenditure
disclosed in the frnancial statements. The financial statements are prepared on accrual basis
using a classitication based on the nature ol'expenses in the statement of iinancial

perfbrmance, whereas the budget is prepared on a cash basis. The amounls in the financial
statemenls were recast fiom the accrual basis to the cash basis and reclassified bv
presentation to be on the same basis as the approved budget. A comparison of budget and

20

r) Ilctircnrcnt bencfit obligations



KWALE WATER & SEWERAGE C]OMPANY LIMITEI)

ANNUAL REPORTS AND FINANCIAT, STATEMENTS
FOR THE YEAR ENDED 30.ITjNE 20I9

NOTES TO'IHE FINANC'lAl, Sl'ATI,lM IiNTS (('ontinucd)

actual amounts. preparcd on a comparable basis to thc approved budget. is then presented in
the statemenl ol' comparison ol budget and actual amounts. In addition to the Basis
diflbrence. adjustments to amounts in the financial statemenls are also made for dilfbrences
in the lbmrats and classillcation schemes adopted fbr rhe presentation of the llnancial
statements and the approved budget.

4 SUMMARYOFSIGNIFICANI'ACCOTJNTIN(; POLIC]IES

u) Iludgct informltion

A statenrent to reconcilc the aclual anlounts on a comparable basis included in the stalement
ofcomparison ofbudget and actual amounts and thc actuals as per the slatcment ol'financial
pcrfbrmance has been presented under pagc 6 ol'these llnancial slatements.

r') Scrr icc conrcssion ilrrilngcnlcnls

The Entity analyses all aspects ol service concession arrangements that it enters into in
determining the appropriate accounting treatment and disclosurc requirements. In parlicular,
where a private party contributes an assel to the arrangement. the Entity recognizes that
asset when, and only when. it controls or regulates the service.s the operalor must provide
together with the asset. to u,hom it must provide thern. and at what price. [n the case ol
assets other than 'whole-of-lif'e' assets. it controls, through ownership, benelicial
entitlement or otherwise - any signiticant residual interest in the asset at the end of the
arrangement. Any assets so recognized are measured at their f'air value. To the extent that an
asset has been recognized, the Enlity also recognizes a corresponding liability, adjusted by a
cash consideration paid or received.

n ) ('onrparative figurcs

Where necessary comparative figures fbr the previous financial year have been amended or
reconflgured to contbrm to the required changes in presentation.

x) Subsequent events

There have been no events subsequenl to the llnancial ycar end with a signilicant impact on
the llnancial statements fbr the year ended June 30, 201 9.

ll
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NOl'l.ls TO'l'HE FlNAN(IIAL STA'I'llMEN'fS (('ontinuetl)

SIGNIFICANT
TINCERTAINTY

.,T.]DGMENTS AND SOTIRCES OF F],STIMATION

1'he preparation of the Entity's flnancial stalements in confbrnrity with IFRS requires
management to make judgments, estimales and assumptions that affecl the reported amounts of
revenues, expenses. assets and liabilities. and the disclosure of contingent liabilities. at the end
ol the reporting period. However, uncertainty about these assumptions and estimates could
resuh in oulcomes that require a nlaterial adjustment to the carrying amount of the asset or
liabilitl' atfectcd in future periods.

State all.judgements, estilnates and assumptions rnade: e.g

listimatcs and assunr ptions

'Ihe key assumptions concerning the futurc and olher key sources of e.stimalion uncertainty at
the reporting date. that have a significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial year, are described below. 1'he Entity
based its assumptions and estimates on parameters available when the tlnancial statements were
prepared. However, existing circumstances and assumptions about luture developments may'

change due to nrarket changcs or circumstances arising beyond the control of the Entity. Such
changes are reflected in the assumptions when they occur.

I lseful livrs and residual values

.l 
hc usclirl livcs antl rcsidr.ral valucs olasscts arc asscsscd using lhc lirllor,"'ing indicators to

inlornr potential Iuturc use ancl raluc liom disposal:

o The condition olthe asset based on the assessment ofexperts employed by the Entity
o The nature of the asset. its susceptibility and adaptability to changes in technologl,and

processes
o The nature ofthe processes in which the assel is deployed
o Availability offunding to replace the assels
o Changes in the market in relation to the asset

Provisions

Provisions were raised and management determined an estimate based on lhe infbrmation
available. Additional disclosure ofthese estimates ofprovisions is included in the notes

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

22
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KWALE WATER & SEWERAGE COMPANY LIMITEI)

ANNI-IAL REPORTS ANI) FINANCIAI, STATEMENTS
FOR THE YEAR ENDED 30.II.]NE 2OI9

NOTES TO TIIE FINAN('lAl. STATEMENTS (('ontinucd)

6 WATER SALT]S

'fhere was an increasc in revenue lionr kshs I 08.882.39-5 to kshs I 20.1 27.(155

7 (a) (;I{ANTS FITOM ('OtrNTY (;OVERNMIiN-l'& WSTF

Note: KWAWASCO rcceived the grants liom County Govcrnmenl ol' Ku'ale of ksh 15.637.738.25

uhich u'as paid directly to Kenya power and lighting compan)'to settle hills.

(b) DIFFEREI) INCOME: GRANTS FROM COUNTY (;OVERNMENT & WSTF

RECEIVED IN FY 20I8/I9

M inor Water Sales I 06.2.11. I l0 87.775.425
l3.8tti.545 I I .1 (Xr.970

120,127,655'l'o ta I I 01t,1ilt2.395

8.600.000 19.71 e.l5lRcccurrent granls received fiom County Government in July 20ltl
7.037.73t1Reccurrent grants rcceived fiom County Government in Jan 2019

T()T,AL 15,637,738 29,7t9,253

20ltt/2019 2l|r7120fi1
Kshs Kshs

Capital grants realised from County (Jovcrnment and (WSTF)
County water bill 2.320.638
WST'F Vanga Water Proiect ( l0%) i. t99.316
WSTF Shimoni Water Project ( I 0%o) 5.965.89e
,I'OT,\L

I I,{tt5,853

23
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I

2019 I
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2018
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ANNUAI, Rf,PORTS AND FINANCIAL STATEMENTS
FOR THE }'EAR ENI)ED 30.ITINE 2OI9

NOI'ES'l'O'l'H ll Fl NAN('lA l, S'|'AI'ltM ITNTS (('ontin ued )

8 O't't I I tt l]..( ()]tIl

9 (a) Al)MlNlS'IltATlON COSTS

Rc irs and maintenance
Provision fbr bad and doubtlul debts

Sale ot' tender docunrents .+.0(x)

Mcter Rent 10.075.2s0 8.475.950
( onncction r.380.575 2.034.21 I

Total I I,-t55,n25 il),stJ.t6l

Staff costs (note 9b) 51.811.310 77 .861.897
[)irectors' cm0lun]errts 2.247.500
[:lcctricitr ar]d rvatcr 133.534 .+ I .68:l
Comnrunication services and supplies 1.137.552 823.lt56
Transportation. travelling and subsistence 5.47 I ,534 4.tt I 7.096
Advertising. printing. stationery and photocopying 9l l.l.+9 r.542.136
Rent expenses 170.000 148.(r20
StalT training expenses 737.650 75:1.980
t{ospitality supplies and services 1.63.+.053 1.624.152
Insurance cosls 202.88e 15.-+37

Ilank chargcs and commissior.r 39rJ.0t8 1.184.678
Subscriptions 4.i..100 I 29.100
Auditors' rcrnLrncration I31.000 132.000
Ofllce and general supplies and scrvices 51.r35 178.11 9
[.icense. Fines and l)cnalties 499.71? r26.050
Legal f'ees 90(r.890 713.374

2.28.1.221 3.532. r60
6.926.300 5.1 90.5(r0

Other operating cxp0nscs 4.402.318 9.7 it.:r t9
'I'otal ti0,323,.365 I t0,8t5,727

There was a drop in sale oftender and an increase in Meter rent.

2011
Kshs

20t8
KshsI_

2018/20It I

Kshs I

2017t20t8
Kshs

t.76ti.000



KWALE WATER & SEWERAGE COMPANY LIMITED

ANNIIAL REPoRTS AND FINANCIAL STATE,MENTS
FOR THE YEAR f,NDEI) 30.IUNE 20I9

NOTES TO THE FINANCIAL STATEMENTS (Continued)
9 (b) STAFFCOSTS

17.199.742

Selior nranagcrs wcrc broLrght on board

The percentage charged as levy f'rom WSREB changed tiom the nornral l7o to 4% in October
201 8 while the administrative f'ee tbr CWSB which was 970 tiom the water sale changed to a
constant amount ol' ksh 705.27 I .95 liom Julv 201 8

I I (a) OPERATING PROI-IT/ (LOSS)

Salalies and allowances ol' pernlanenl employees 69.1qs. t05
Wagcs ol' temporarv ernplovees 45.526 71.1..161

Compulsory national health insLrrancc schernes I. t I.r.200
Cornpulsory national social security schemes I l{.1.I00 3.1_.i.000

Othqrpension contributions 74l.ll,t I I .01(r. I 6l
Leave pay and gratuity provisions 3.51e.66 t 5.446,970
'fotill 5 t,82t,310 77 ,861 ,897

'l)re areragc nunrbcr ofcnrplr)\res t the cnd ol lhc Icllr trits:
ermanent employees - Managcmenl .,1 2.692.0 t6 4.5 72.000

Permanenl employees - [Jn ion isable 6) 20.863. t25 10.8 | 8.490
Temporary and contract employees 28.266. t69 12,47 I .40'7
Total 5l,821.J l0 77,861,891

2018t20t9 2017 il8
Kshr Kshs

('\\,su/wsRlrll I 2.!t6l .439 10.8tt8.23q
(lost of bulk electricitv j.1.774.485 46,345.7 54
('ost of'bulk \\'ater i t.-+t.l.l(x) 20.329.237

7U,619,221

'fhe operating prolit/(loss) is arrived at afier
charging/(crediting ) :

Staf'l'costs (note 9a) 51.821.110 77.862.700
Depreciation of'property. plant and equipment 4.970.73 I 5..+.18.591

Amortisation ot' intangihle assets 1.03e.323 1.1i6.555
Provision lbr bad and doubtlul debts ().()16^i 0( ) 5.1 90.560
Directors' emoluments - t'ees 2.21 2.000 1,740.000

35.500 28.000
Auditors' remuneration - current vear fees 2i2.000 232.000
'[ota I (67,237,1611 (91 ,72{t.{06)

25

IO DIRT|(.T CoST

20t9
Kshs

20t 8
Kshs

- othcr

.19

77.5(r3.230



KWALE WATER & SEWERAGE COMPANY LIMITEI)

ANNUAL REPORTS AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30.IT]NE 20I9

NOTES TO THE FINANCIAL STATEMENTS (Continucd)
l l (b)FTNANCE COSTS

An account was over drawn in some months tbr lhe financial year ending 30 June 2018

ll (c) lN('OME ]'AX ITXPENSE(('REDI'I')

(i)(lurrent taxation

(ii)Reconciliation of tax expense/(credit) to the
Expected tax based on accounting profit

'fhe company realised a defrcit in its trading

629.1 I 4Interest expense on bank overdrafts
TotaI 629. t I -t

Current taxation based on the adjusted profit tbr the

Yeat at 30Yo

Total

(6.24 r .602 ) (46.342.408)Profit betbre taxation/ Loss

I ax at the applieablc til\ ratc ()1'.10')n

-I'otal (6,211,602) ({6,312,{08)

26

2ole I
Kshs I

2018
Kshs

-+ 2019
Kshs

20t8
Kshs

2019
Kshs

201!
Kshs



KWALE WATER & SEWERAGE COMPANY LIMITED

ANNT]AL REPORTS AND FINANCIAL STATEMENTS
FOR THE, YEAR ENDED 30.ITINE 20I9

NOTES TO THE FINANCIAL STATEMENTS (Continucd)

12 EARNINCS PER SHARE

The earnings per share is calculated by dividing the profit after tax olKshs.0 (2016: Kshs.0) by
the average number of ordinary shares in issue during the year of 0 (201 6: 0). There were not
dilutive or potentially dilutive ordinary share as at the reporting date.

13 DIVIDEND PER SHARE

Proposed dividends are accounted for as a separate componenl of equity until they have been
ratifled and declared at the relevant Annual General Meeting (AGM). At the AGM to be held
before the end oi 2018, a final dividend in respecl of the year ended June 30. 2018 of Kshs.0
(201 7: Kshs.0) lbr every ordinary share of par value ol Kshs.0 is to be proposed. An interim
dividend o1' Kshs.0 (201 7: Kshs.0) lbr every ordinary share o I par value of Kshs.0 was declared
and paid during the year. This will bring the total dividend 1br the year to Kshs.0 (2016:
Kshs.0).

27



ANNTIAL REPORTS AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2OI9

NOTE,S TO THE FINANCIAL STATEMENTS (Continued)

l-l (a) PROPERTY, PLANT AND EQUIPMENT

COST ()R VALTiA'I'IoN

Additions

Dis sa Is

At June 30. 2019

DEPRE('IATION
At Jull l. 2018

Char lor lhe y'ear

Eliminated on disposal

.{t June 30.2019

NET B(X)K YAI-T'E
At .lunc J0,2019

12.5v"

2.98:1.988 11.044.208

391.870 12.300 I .716.060

(0) (0) (0)

{,950,000 3,0t t,503 2,996,288 {{,760,268

2.475.000 1.8t7. | 6,r 2,480.582 19.1120,91 I

79.69i .1.970.7i r

(0 (0)

2.{75,000 2,696,633 2.560,275 2{,39 t,6{2

2,{75,000 J9r,870 436,013 20,368,626

)

12.5% 30%
At July I . 201 8 30.264.45 t 2. t49. r l6 4.950,000 2,696.633

1.3 I I .890

(0) (0)

31,576,1{r 2,1{9,136

I 1.576.910 I .051 .ll5
3,76'7,42'7 264.t 42 8 5q..169

(0) (0) (0) (0)

l5J{{J{7 l.3lsJ87

16,23 t,99{ 833,7{9

28

K\\',.\l.E \\"\'l't,:t{.\\t) sE\\'llR.\(;li ( o\tt, \\\ I_t\tt1-[t)

Transfers

25%

20r9
Phot .nd
machincrl

Motor
cvcler

Motor
r cbicle

Computers
& relsted
cquiDment

Oflicc
equipmenl,
furniture &

fittings Total
12.504



ANNI.IAL REPORTS AND FINANCIAL STATENIENTS
FOR THE YEAR ENDED 30 JTINE 2OI9

NO'I'fls TO THE FINANCIAL STATEMENTS (Continued)
l{ (a) PROPERTY, PLANT AND EQUIPMENT (Continued)

COST OR vAI,UATION
At July 1,20J7
Additions
'l-ransfers

t) is als

Al June 30.2018

I) EPRE('I ATI0N
At Jul t.2017
Charge lor the year

Eliminated on dis sal

At June 30,2018

NET BOOK VALUE
At June 30.2018

t2 5% 25% 30% 12.5% 12.5%

27.092.967 4.950.000 2.I ,19. t i61.886.61i l.8 t 8.382
L

18.897. t | 8

3.t7I..18,1 8 t0,000 t65,606 4.1 47.090

(0) (0)
(0)

(0) (0) (0) (0)

30,26{,{5 r {,950,000 2,696,633 2.983.988 2,1.t9,136 {3.0{{.208

7.87i.9 t9 2.475.000 610.397 2..100.889 787. I l5 14.207.320

i.703.00 | 1,t66,761 19,693 264. t 30 5,l B.5sl
(0) (0) (0) (0) (0) (0)

I I,576,920 2,d75,000 I ,0s I,2{51,837,16d 2,{80,582 t9,{20,91I

19,055,950 2,{75.000 501,692 {98,859 t,091,796 23,623,297

29

2018

I

I

I

I Computers
| & rehted
I cquipmenr

Omce
equipment,
fu rniture
& fitting3

Plant and
marhincrl

Motor
vehicles,

Motor
cvclc Total



KWALE WATER & SEWERA(;E ('OMPANY LI]VIITEI)

ANNUAL REPoRTS AND FINANCIAL STATEMENTS
T'OR THE YEAR ENDED JO JUNE 20I9

NOTES TO 'I'HE FINANCIAL STATEMENTS (Continucd)

I4 (b) INTANGIBLE ASSETS

COST
At I July 2018
Addilions
Disposals

41 l0 .lunc l0l9

AMORTISATION
At I Jul,v 2018
Charge lor lhe year
Disposals
lmpairment loss

2018/20 r 9
Kshs

{.10 t.981

2.807.459
r,019.323

(0)
(0)

21111t2018

Kshs

3.69'7 .7 69
504.2 r2

(0)

t.570.904
t.236.555

(0)
(0)

(0)

.1.10 I .913 I J.loI.98 I

Al l0 June 2019 1.846.782 2.tt07.459

NET BOOK VALI.IE
At 30 June l0l9 355. tS9 I .391.-s22

NOTE: Due to separation of class (iii) assets which included computers and software to introduction

ot software to be reponed alone under intangible assets in tjnancial year 2017118. The opening balance

ofamortisation was wrongly captured as kshs. 1.785.905 instead ofthe actual amount ofkshs.

| ,570,904 in that period but so far has been reclilled thus making the opening balance of intangible

asset schedule to differ with closing balance of last financial year with kshs. 2 I 5.091 .

The opening balance cosl of software was wrongly captured as 4, I 79,398 instead ofthe actual cost

which is kshs. 3.697,769.

.10

I
I



KWALTI WATER & SEWERA(;E CoMPANY LIMITEI)

ANNT'AL REPORTS ANI) FINANCIAI, STATEMENTS
FOR TI{f, YEAR ENDED 30,ITINE 20I9

l5 (a) 'l'ltADE ANI) ()TH|lR RE(IEMBLES

Trade receivables (note I 5(b)) 199.62,.1.936 I78.7_r6.-.r.+7

I 37.3 r2 I I 8.907

Gross trade and other receivablcs t99.76 | .2,18 I 78.855.254

Nct trade and ()ther reccivables I 99.76 I .l.lti r78.855.254

r s (b) TTTADE Rti('EtvAlil.us

( irrrss tracle receir.ahles

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

\s
Betrveen 6l and 90 da

I81.667.1.13 I5.1.8 5 i.5.11

3.45 2. t22
5

()rcr ll0 da s

t.6.it.tt6

r88.081.70 r

83.043..197 76.117.197Prov ision lbr doubttul rcccivablcs

t99.623.936

l.ess than l0 davs 2,634.517 1.575.601r

2.7 53 t77
t.7e6.841

Bclween 9l and 120 davs 2.821.370 1.7 I 9.807

t 70.890.8 r3

t99.623.916 t78.736,347

-.1 I

Other receivables

Bctrveen 30 and 60r

'fhe provision fbr doubtful debts is the increase of ksh 27.8 11.889 from rhe gross rrade receivables
subjected to 24.91%. making the chargc tbr the year ro be ksh.6, 926.300.

2S19
Kshs

20t8
Kshs

2019 I

Krh;T
2018
Kshs

178,736.347



KWALE WATER & SEWERACE COMPANY LIMITET)

ANNUAL REPORTS AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED JO.'TINI.] 20I9

NOTES TO THE FINANCTAL STATEMENTS (Continuerl)

l5 (c) STAFF RECEIVABLES

16 BANK AND CASH BALANCES

The bulk ofthe cash at bank was held at Equity Bank ol'Kenya and Kenya Commercial Bank.
the kwawasco '.r main bankers.

Gross staff loans and advances 342,54t 342,54t
Provision lbr impairment loss (0) (0)

342.54 t-1.12.54 I

Less: Amounls due within one year (0)

Amounts due aller one year .rll.5+ I 342.51t

I 5.5 t6.976 3,3t7,354Cash at bank
49.047 37,633Cash in hand

15.566.023 3.3 54.987

.]2

2019
Kslrs

2018
Kshs

20r9 I

Kshs I

2018
Kshs

I
(0)



KWALE WATER & SEWERAGE COMPANY LIMITEI)

ANNUAL REPORTS AND FINANCIAI. STATEMENTS
FOR THE YEAR ENDED 30 JUNE 20I9

NOTES TO THE FINANCIAL STATEMENTS (Continued)
16 BANK AND CASH BALANCES (Continued)

'I-hc make up ol'bank balances and short lernt dcposits is as l'ollou's

Detailed analysis of the cash and cash equivalenls

a) Cu rrcnt accounl

Kenva Clommercial bank

( E\ Dcn(l it u re )

I I 0{,t00.171i I 99.-.i 20. t4 7 l].463.]9
lrtlu ity llirrrk 04.10294 L1.1905 t9.860.72 19.860.72

733,J2{.1 ISu b- lota I

b) Oollection accou nts
e76.334.8 tKenva Commercial bank

Equity Bank 0440|94t349II I r.913.80
Sll b- loltl I 179,273.21 98tt,26tt.6 t

c) Fixetl dcposits accoun t
Hqu ity bank (customer
deposit )

0440 t 9.1 t 3.l9 t5
j.506._.i78.25 967.798.25

Sub- total 967 79ti.2 5

d) ( )thers( I)r0.iect ) I I .5 t9.82-1.30 279.691.95

3 7.63 3.00cash in hand

M pesa 87 t600
49.047.00
92.12 r 00

.1t8.2 
7 t 00

Sub- totnl I I .661 ,l9l .30 665.595.95
(;ran(l totrl r 5,566.02J.62

t)tt( ).t [_('t s ,\('('()t iNI s ACCOI.INT NO: 20l lll20 t 9 20t1 t2018
WS'[ F Vanga rvater proJ cc t

Countv rvater Bill
ll.+27lJe5 l0
t2-15959678

..1, t99,3 16.-.i5

l._I0.6 r 8.00
WS-IF Shimoni water proiecl []278907i 5.965.898.95
K RA L/l.unga
larLr

r58026787757i 13.970.00 3.1.970.00

IIt2l.+8IJ96 127.130.30
Magombani I | 822.1e450 40.09 r 65
S(iR
.I'oTAL

r I ,519,1r2t.30

I

I

2 t 9.l8().86

I I 01t00.t8.1e 164.81e.4 r

t4.133307

3,506.-178.25

3,t54,986.92

I 58026541 5.175 78.500.00
279.69 t .95



KWALE WATER & SEWERA(;E COMPANY I,IMITEI)

ANNUAt, REPoRTS AND FINANCIAL S'I'ATEMENTS
FOR THE YEAR ENDED 30.ITINE 20I9

NOTES TO THE FINANCIAL STATEMENTS (Continued)

2I TOTAL CURRENT LIAI}ILITIES

t"qq94 rU9$91_
( )thcr ablcs

I{oTES TO OTHT.R PA} AIILES
I']an A frica,r Madisun Insuarance

Kshs Kshs
9t7.l5r1.620.59 r

NIIII 27 5.7 68 102.500
NSSF Contribution
PAYtI

.li 1.08 2 5 82.150
10.7'7 8.67 6 .12.506.709

CWSS WC; I I ..100 I I ..100

I)cnsi()tl I . l6-t.691 I . t64.691
301.290

t.926..+90
Net Stafl'Salaries t7.681.725 r9.558.055
I lc ltr t4.000 l.l.(xx)

65 5.80 t 611 .t1t
5.5 51.59 7 4.3 82.675

Faulu Kenya .1.5 I 6. l(r9 2.456. t59
1'raining Levy
TOTAL

ll.9i 'l
13,6t6,371

19.116

7{.815.58tt

K I.]CFAW .1.1.00( 
)

Ukulima Sacco t.lii:.q.ll

KWAWASCO Wcllare
CPF Pension

22 RETIREMENTBENEFITOBI,I(;ATIoNS

The entity operates a defined benefit scheme for all t'ull-time employees tiorn July 1.2018. The
scheme is based on l5 percentage of basic salary ofan employee at the time of retirement. The liability
at the end ofthe year is as follows:

The company also contributes to the statutory National Social Security Fund (NSSF). This is a detined
conlribution scheme registered under the National Social Security Act. The company's obligation under
the scheme is limited to speciflc contributions legislated fiom time to time and is currently at Kshs.200
per employee per month.

.l 
rade ab lcs I 9-3.8 I 1.358 I 60.906.0 I I

Kcnva Narional n ud it Otllcc 1.5 91.0 00 2.592.000

)'7 e.692
7.r 616 377 74.815.588

270 019 7..i 5 9I138 59

I

1U!E_!gSlnC !!he year
Changes during the year

l. i 81.67 5

| . t70.9:l
l..i(rlt.lti5
l.0 t .l. te0

At end ofthe vear 5.5ii.5e7 l.I {11.6 75

i5

t

I

20l8not9 I

Kshs I

2017t2018
ICshs

2019
Kshs

20t8
Kshs



KWALE WATER & SEWE,RA(]E ('0MPANY LIMITEI)

ANNt]AI, REP()I{TS AND FINAN('IAL STATEMENTS
FOR THE YEAR T]NDED 30 JUNE 20I9

NOTES TO TIltl t'INANCIAL STATEIvIENTS (Continued)
17 (a) ()RI)INARY SHARE CAPITAL

r7 (b) cAI,tTAt. RLsE RVt:

2$Ii 20t.) 20l"//20tu

Capital Reserve
Kshr

36.7 r9.861
Kshs

16.7 t9.86.1

I8 REVALI]A'tI()NRESERVE

The revaluation rcserve relates to tlte revaluation of' certain items of property. plant and
equipment. As indicated in the Statement of Changes in Equity. this is stated aller transli:r ol
excess depreciation net of related defcrred tax to retained earnings. Revaluation surpluses are
not d istrihutable.

I9 F,AIR VAI,TIE AD.ITISTMEN-I' RESERVE

The lair value adjuslrnent reserve arises on the revaluation ol'available-for-sale llnancial assets.
principall-v the rnarketable securities. When a llnancial assct is sold. the portion ol'the reserve
that relates to that asset is reduced liorn the fhir value adjustrnent reserve and is recognised in
protit or loss. Whcre a llnancial assct is impaired. the portion ol'the reserve that rclates to that
asset is rccogniscd in profit or loss.

The retained
shareholders.
act iv ities.

earnings represent amounts available lirr distribution to the kwarvasco It
llndistributed retained earnings are utilised to tinance the krvawasco 3. business

AuIhoriscrl:
2.000 ordinary shares of Kshs.l.000 par value each 2.000.000 2.000.000

lssuerl anrl [ul11 paid:
2.000 ordinary shares of Kshs. 1.000 par value each 2.000.000 2.000.000

.l.l

20 ttl...t'.\ t \ t,]) I,t.\tr\I\(;s

2019
Kshs

2018

Kshs



KWALE WATER & SEWERAGN COMPANY LIMITEI)

ANNUAI, REPORTS AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30.'UNE 20I9

N()1'ES 'l'O 'l Hl. f INAN('lAl. Sl'ATIilNtENTS (('onlinucdl

2J (l) St,RVI( E (; ltAl'tll I Y

2l (b) cUSTOMER DEPOSTT

2[t'7120fi]

Opening balance
K shs

[.7t5.t0r 10.71 t. t0 t

Movellrcnt I.-.l i I .(xx) 1.00,1.(Xn )

C' rrstomer Dcposit t{.016.10r 12,7t5.r0t

2{ \()1'lrs l () TlII s'l'A'l E]lI,lYl Of'( AslIFLO\\

lncrease/ decreasc in customer de srt

Dccreasc in 'l ar

2018/20t9 20t'7 t2018
Kshs

qpq!!B btrlancc

Movenlcnl
7 6ltJ. I6.l
1.307. t95

5.tt] I .l0l
t.li6l.ti6l

Closin balarrce 9,99 t .358 7.681,t6J

gcnerrted from/( used in ) 0perations

Operating profi l/( loss) (6.241.602) (46.342.408)
Deprec iation 6.0 t0.054 6.450. t46

Operating protit/(loss) betbre working capital
changes

(l-.i 1.518) (-39.892.262 )

(lncrease)/decrease in trade and other receivables (20.905.994) (t3.769.277)
Increase/(decrease) in trade and other payables 3 | .126.444 49.864.666

r.l3 r .000 2.004.000

Cash gcnerated lionr/(used in)operatitlns I I .6 I 9.902 ( r .792.873 )

(b) Anallsis ofcash and cash equivalents

( ash at bank t5.5 r 6.976 3.3 | 7.354
"19.04 7 37.633( ash in hantl

l] a lan ce at end olthe year 15,566.023 3.3 54.987

i6

_.t

Ks hs

(u) Rcconcilialion ()f operating pr0fit/(loss) kr cash

2018/20t 9

+ Ks hs

20lE
KshsKshs

2019 
I
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ANNT]AI- REP()RTS ANI) FINAN('IAL STATEMENTS
FOR THE YEAR ENDEI) 30 JTINI 20I9

26

(a) Countl Covernnrcnt of Kwale

The County Covernment of Kwale is the principal shareholder of Kwawasco holding 100% of the
equity interest. The County Government of Kwale has provided full guarantees to all long-term
lenders of the Company. domestically

Other related panies include

i) Ministry ol'Water and Irrigation
ii) Key managemenl:
ii i) Board ol'd irectors:

RELATEI) PARTY I)ISCLOST]RES

'fransa(tions l,t ith rclatcd partics

a) Grants from lhc (;ovcrnmcnt

Grants tiom County Governrnent 15.637.7:18 29.7 t 9.253

'l'ota 
I r5.617.718 29,719253

l)) Kc\ mi|nngrDlenl cr)Ilr l)en snli()n

Directors'emoluments 2.247.500 1.768.000
sation to the Managing Director

( onrPcrrsalirrrr ltr kcJ ntitnlrsctncltt

( ortt Pcn 1.500.000
9.8.12.000

|].589.500 I 8.5 r4.000Total

-\7

NOTES TO THE FINANCIAL STATEMENTS (Continued)
25 RELATED PARTY DISCLOSURES

2019
Kshs

4r!
Kshs

3,.884.000

12.862.000



KWALE WATER & ST]WERA(;E COMPANY LIMITEI)

ANNTIAL REPoRTS AND FINANCIAL STATEMENTS
FOR THE YEAR ENDEI) JO JLINE 20I9

NOTES TO THF] FINANCIAL STATEME,NTS (Continued)

27. l-tNAN('tAt- RtSK MANA(;EMtiNt'

-l'he entitl's activitics expose it to a varietl' ot'tinancial risks including credit and liquiditl' risks
xnd elI'ccts o1'changcs in lirrcign currenc)-. The cornpanl's overall risk managernent programme
lircuses on unpredietrbilit) ol changcs in the business cnrironrnent and seeks to rninirlise thc
potential adverse cllect ol'such risks on its perl'rrrmancc b) setling acceptahlc levels ol'risk. The
cornpany does not hedge any risks and has in placc policies to ensure that credit is onlr-
cxtended to customcrs with an cstablished credit historr'.

'l'he cornpany's llnancial risk nranagemcnt oh.jcctives and policies arc detailed belorv

(i) Credit risk

Thc entity has exposure to credit risk. which is the risk that a counterparty will be

unable lo pay amounts in full when due. Credit risk arises liom cash and cash

equivalents. and deposits rvith banks. as well as trade and other receivables and
available-lirr-sale llnancial investments.

Management assesses the credit qualit) ol each custorncr. taking into account its
linancial position, past experience and other lactors. Individual risk lirnits are set bascd
on internal or external assessment in accordance rvith lirnits set by the directors. -fhe

arnounts prcsented in the statement ol' flnancial posilion are net of allowances [i)r
doubtl'ul rcceivables. estimatcd b1 thc conrpanr's managemcnl based on prior
experience and their assessment of the current economic environment,

'fhe carrying amounl ol'financial assets recorded in the llnancial statements representing
the entity's rnaximurn expc,sure 1() credit risk without taking account o['the value ofany
collateral obtained is made up as fbllorvs:

)6I
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ANNUAL REP0RTS AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED SO.IUNE 20I9

NOTES TO THE FINANCIAL STATEMENTS (Continued)

28 FINANCIAL RISK MANACEMENT

'l he customers under the lully pertbrming category are paying their debts as they continue
trading. The credit risk associated with these receivables is rrinimal and the allowance fbr
uncollectible amounts that the company has recognised in the financial statements is
considered adequate to cover any potentially irrecoverable amounts.

The entity has signiticant concentration ofcredit risk on amounts due from 2010

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

ii) Liquidity risk management

llltirnate responsibilitv t'or Iiquidity risk managerrent rests with the entity's directors. rvhcr

have built an appropriate liquidity risk management fiarnework tbr the management of the
entity's short, rnedium and long-term t'unding and liquidity rnanagement requirements. The
entity manages liquidity risk through continuous nronitoring of lbrecasls and actual cash
flows.

The table below represents cash tlows payable by tlte company under non-derivative
tinancial liabilities by their remaining contractual rnaturities at the reporting date. The
amounts disclosed in the table are the contractual undiscounted cash tlows. Balances due
within l2 months equal their carrying balances, as the impact of discounting is not
sign iticant.

(iii) Market risk

'fhe board has put in place an internal audit f'unction to assist it in assessing the risk laced by
the entity on an ongoing basis, evaluate and test the design and eflbctiveness of its internal
accounling and operational controls.

Market risk is the risk arising liorn changes in rnarket prices. such as interest rate, equity
prices and foreign exchange rales which will affect the entity's income or the value of its
holding of linancial inslruments. The objective of market risk management is to manage and
control market risk exposures within acceptable parameters, while optimising the return.
Overall responsibility fbr managing market risk rests with the Audit and Risk Managernent
Comm ittee.

'fhe company's F'inance Department is responsible fbr the developrnent of detailed risk
rnanagement policies (subject to review and approval by Audit and Risk Management
Committee) and lbr the day to day implementation of those policies.

There has been no change to the entity's exposure to tnarket risks or the manner in which it
manages and measures the risk.

39
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NOTES TO THE FINAN('IAL S l.\ ' ; \ Iri (( orilinucrl)
28 FINANCIAI. RISK l\tr\N.tr;t , ((,,rrtir:rr,.tl)

iv) Capital ltisk \larrage nrcn t

The objective ol'thc cntilr'.. ,

con(inuc as a goirrg coneenr

' risi.: rrrrnrr.-:e rllcnt is to saf'eguard the Board's ability to
,iirr ,,r;.1; ,i stlucture comprises of the following funds:

1.000 000
(()()..1t'il.+2 I

.r6.71 9.864

57 6.1.1

r5.566.023

|irrlics under

t ()rrpanics Act and is dorniciled in Kenya

i(; I,t,. tt I()t)

-, cr crrls alier the reporting period.

,' lrillings ( Kshs )

Shrrrc !1rI'trI
Retairtctl clrn in
C'a ital lcsclr c

'I'ota l lir rrrl.

Less: cash arrtl birnk hrrl rr,

Nct dcbt/( c\ecss eil\ll ilrl{ i (.11.067.534
(lt'lrirr 123.1,%

29. Ftil't',t{u til,t\'t \t. ( ()\. ,t ()l,t.tt,\'tIN(; l_tiAsES

30.

-1t .

t,

The total lirlrrrc rnirrirrrurrr lc, ..
Non-eanccll;r hlc (rPer'.rl in! IL

INCOPORATION

Theentitl is incorporirlcrl irr [,.'

EVENTS AFT'Ell'l'llli ltl r'{ ,l

lherr' rr cr.' rto nr:rletiitl .ttlr

CURRENCY

The tinancial statcnrcnts irr.

2.000.000
(90. i 4l .8 r 8)

36.719,864

(5t,{21,955)

3.354.987

(48.06rr,968)

130.9"h

21) r8-20t9
Kshs

20 t 7-2018
Kshs
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KWALE WATER & SEWERA(;E COMPANY LIMITEI)

ANNUAL REP0RTS AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED.]O JTINE 20I9

.\l'l'll\l)l\ l: I'lt(XlltllSs ()\ l.()1.1.()\\ t'l'()1 .\l l)l l'()li l{[.( O]l]lll\t),\'t tO\S

The tbllowing is the summary o['issue s raised by the e\ternal auditor. and management comments that
rl'ere provided to the auditor. We have nominated lbcal persons to rcsolvc the various issues as shorvn
belorv rvith the associatcd timc liarne r.r,ithin which we c\pcct the issLres to be resolvcd.

l.l

2.2

I

Presentation ol
financ ial
statements

The management took the
recorr mendations. We have
prepared the F inancial
Statements accord ing t0
IFRS I

The finance conrmitlee
agrced to fbrward the matter
ofbilling system kr the f'ull
board to suggest to acquire a
neu'hilling systerr or
upgrade lhe e\isting one 1o

address the problern ot'un
billed customers

trnbilled
('usIol]1crs

Variance in
Revenue
Collection

Loss of
Revenue on

Estimated bills

ldeally there should be no
variance in revenue
collection and billing. but
once bills are produced
some customers come to the
billing office to complain of
their accounts being over
billed then adjustment are
nrade with the approval of
the Comrnercial managcr
rvh ich at tinres are not
recognised in the accounts

The management are in the
process ol acquiring nerv
meters to replace all the
non-working meters. In mid-
July 2019 the county
government donated 1.000
pieces to the company to
replace the non-working
meters

de arl ntcllt

U naccounted
for Revenue
frorn Nerv

The company has separate
account lor revenue and
customer deposit

2.1

{l

I

Refercncc
No. on

the
exlernrl

audit

Issue / I

Observations I Monagement comments
from Auditor

Focul Poinl
p€rson lo

resolve thc
issue /rVaare

und

Status:
(Resolve

d/Not
Resoh,ed

)

Timcframe:
(Pul a dutc
x'hen ),oa
eYpecl lhe
issue lo bc

dert resolvt

I
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ANNT]AL REPORTS AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30.ITINE 20I9

Conncctions un fonunately some
customer's bank the rvholc
arnount of ksh 5.000 in thc
revenue collecti0n account
because thel'are in a hurr1,
or there is no Equity bank
nearest to them to deposit
the arrount ol'ksh 2.500 as

deposit rnonev lbr their
account. The managentent
will be extra vigilant t<r

transf'er any amount
rvrongful deposited to the
revenue col lection accounl
which belongs to customcr
tlc r1

U nsupported
Stalf Medical
Insurance

[.]nsupported
[:xpend iture orr

Casuals

'fhe management have
prov ided a contract polic)'
document to support the

There are no casual
enrployees as stated but
unsk illed labour who are

hired at the lield on dernand

cxpcntl iturc

3.3

Transport.
Travelling and

Subsistence
Cost

Thc management has

supporled the ksh I,488.8 I 7

which was said to be

unsupported

4.1 & 4.2

-1.+

Repairs and
Maintenance
Expenses

( ost ol ll trlk
lilectricitr and
lJulk \\'irlcr

The managemenl has taken
in your recommendation and
rcctifled that and all the
purchases which are ksh
10.000 and above will
undergo the procurement

'I'he management have
prov ided all the infbrmation
in regards to bulk Electricity

r()ccss

[: inance C'ost

The management have
provided minutes in regard
t() that

-3. I

-.i.2

5.0

.12

I

ti

Refercnce
No, on

thc
ertcrnrl

audit

Issue / 
I

Observations MsnagementcommeDts
from Auditor i

Focal Point
pcrson to

resolve the
issue (Ahnre

and

Stalus:
(Resolw
tl / Not

Resolved

)

Timeframc:
(Pul a datc
when vtu
expecl lhe
issue lo be

l-
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Assel Register
& water metres

The Ag. Managing Director
has been tasked with
requesting thc department ol
water to provide S l3 fbr
Iorrnal transt'er of the meters
delivered aI KWAWASCO
during the last financial
year.
The Board has

recommended to write a

letter to CWSB requesting a

lbrmal transtLr of the
Assets.

Purchasc of
Motor veh icle

-Ford Ranger
XLT

1'he managernent paid ksh

1.5 Million in January 2020
and cntered on a pa),ment
plan rrith CMC. Atier the
paynlent thc supplier
released the vehicle to thc
company. Attached is the
payment made. pictures ol
the vehicle at Kwawasco
ct.rrttpound. log book the
payment plan agreed and the
insurance paid for that
vehicle for this year.

1.0
Intangible
Assets

Srat'fl
Receivahles
Due aller one
year

The management explained
Ihe variance in this year
tlnanc ial statements

'I'he rnatter in question of'
ksh l.l2-5tl I is at court and

will be concluded soon

8.2
Staffand Other
Receivables

ti. -l
Trade
Receivablcs

The management have
prov ided the imprest register
lor your revierv. Further to
that the management has

committed its self to ensure
that imprest are surrendered
within the seven days
1'he management sort
assistance tionr the
developer and installer of
the billing system on

6.0

6.0

.1i

Reference
No. on

the
cr.ternrl

audit

Issue /
Observetions I Mauagementcomments
from Audilor

Focal Point
pers0n to

resolve the
issue (Narre

und

Status:
(Resoh'e

tl / Not
Resolved

)

Timeframc:
(Pul u date
when you
expecl lhe
issue l0 he
resolyel)

t
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ANNUAI- REPORTS AND FINAN('IAL STATEMENTS
FOR THE YEAR ENDED 30.ITINF],20I9

correction of the anomalies
that the system was giving
atier a report has been
generated and also assist in
reconciling the variance

[)rov ision tirr
[)ouht l'u I debts

'l he variance ol ksh 3,10.ti00
rvas an increase in thc
pror ision ol'a figure ol'sta11-

dchtor that had been lonq
oulsland inq. Agc'd analr sis
is ar ailablc through thc
s\ stclrr

Bank and Cash
Balances

As at 30 June 201 8 the
company had cash in hand
ol'ksh 17.633 vide a board
of survey certilicate refer
financial year ended 2019
note number l6 (d)

I t.t)

8..1

9.0

t0.0 Going Concern

The company has just
received the tlrst batch of
the World Bank money
which is airned at
returbishing water
in fiastructure which is in
horrihle state. buying nerv
watcr rneters to replace the
non-rvork ing meters rvhich
has alwavs contributed t()

high non-revenue waler and
exploring new lines which
will increase cuslomer base

to the company. The
management strongl)'
believes alier the
implernentation of this
project the company will
have sound flnancial status.
As at .lanuary 2020 under
the WSPD. procurement and
delivery of motor cycles had
taken place which is crucial
for operation issues to the

).
irlargle nt rcvivctl kr( Ltsl()tnct 'l'hc rn

-+l
L
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Depos its

ll. t

12.2

r2.3

Trade Payables

Kenya Porver
and L.ighting
Company
Limited

refund the arnount
yv ithdrarvn fiom the
cuslorner deposit acc()unt in

insta lrnents of ksh 50.000
per rnonth and this can he'

verillc'.l in the custorncr

deposit bank statement of' up
to 30 June 2019
-f 

he management is in the
process of getting certilied
copies of'the suppliers
whose invoices were taken
by the anti-corruption
oflicers. Some of these

suppliers went to court and

cases concluded hence the
conrpany is comm itted to

The management have
providcd all statement tor
Kenya Power lrorn J uly
201 7 to June 20 | 8 tbr
veritlcation.

Ia,\' the sLrppliers

Statutory
Deductions

The cornpanl, has

regu larised payments of
statutory deduction except
tbr Pay As You Earn which
the company has a payment
plan and it is moving
torrards compll ing with thc
statutorv dates.

l.l

The Cornpany had ntx
provided fbr borrowing
however c ircumstanccs
surrounding operational
activ it ies tirrced the
cornpany t() seek financial
assistancc tiom lhe owner of
the company ( County
Government of Kwale)
Numerous correspondence
were done fiom Board ol'
Directors. the management
and the county Executive

[]udgctari
Controls and

Perlirrnrancc

45

Refercnce
No. on

the
externrl

audit

lssue /
Obscn'alions llanagementcomntcnts
from Auditor

Focal Point
person to

rerolve the
issue (Nanre

and

Stalus:
(Resolve
d/Not

Resolved

)

Timeframc:
(Put u date
wlrcn you
expecl llre
issue to he
resolyed)
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Member for Water towards
the same.

Guiluncc Notes:

(i) Use the same reference numbers as contained in the external audit report:

(ii) Obtain the "lssue/Observation" and "management comments". required above, from final

external audit report that is signed by Managementl

(iii) Before approving the report. discuss the tirneframe with the appointed Focal Point persons within
your entity responsible Ibr implementation ofeach issue:

(iv) Indicate the status of"Resolved" or "Not Resolved" by the date ofsubmining this report to

National Treasury.

Managing Director Chairman of the Board

Date.....

,ffi
o^" .?.//-m,,/z*-3t o'l 2O712

l6

Reference
No, on

thc
extcrnal

audit

Issue / I

Observations Managementcomments
from Auditor I

Focal Point
person to

resolve lhe
issue (Nanre

antl

Status:
(Resolve
d/Not

Resolve

)

Timeframe:
(Put a date
when 1'ou
expecl lhe
issue to be
resolted)derl
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ANNI.IAL REP0RTS AND FINANCIAL STATEMENTS
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APPENDIX II: PRO.IECTS IMPLENIENTED I]Y THE KWALE WATER AND SEWERA(;E
COMPANY LIMITED

Projects

Projecls implemented by the State Corporation/ SACA Funded by development partners

Status of Pmjects completion
Kwawasco is still in the preliminary stages ol' irnplementing the WSDP project I'unded by the World
Bank.
N/B
No funding has been so f'ar received from WSDP
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