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Dear Sir,:

'REPORT OF THE AUDITOR GENERAL ON FINANCIAL STATEMENTS OF COAST
WATER SERVICES BOARD FOR THE YEAR ENDED 30 JUNE 2018

Encl‘osed herewith, please find cne (1) set of the audited financial statements of Coast
Water Services Board for.the year ended 30 June 2018, duly certified and with the seal
of the Auditor-General affixed thereon for your use and retention.

Please make arrangements to print the audited financial statements and submit fifty (5)
copies and a soft copy:of the same tc the National Assembly through your parer nt
Ministry for appropriate action in accordance with Article 229 (8) of the Constitution of
Kenya. In addition, the Audited Accounts should also be uploaded in your website
Kindly send five (5) copies to this office.

An Invoice No.10907 dated 18 April 2019, of Kenya shillings One Million, One Hundred
and Seventy Two Thousand, Seven Hundred and Sixty, (Kshs.1,172,760.00) being
Audit Fee for the financial year 2017/2018 is attached foryouachon Pu,w e remit your
paymentin favour of The Auditor-General

————>
Stephen K. Karanu "
For: AUDITOR-GENERZ
Copy to: The Principal Secretary

Ministry of Environment, Wat: Natural Resource,
P O Box 49720

AT A
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Promoting Accountahility iv the Public Sector
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[ bate [ Invoice# |
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|
Audit of Financial Statements FY 2017/18 ? 1,011,000.00T
VAT General Rate { 161,760.00
|
|
|
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Ffotal KES1,172,760.00 |
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COAST WATER SERVICES B
ANNUAL REPORT AND FINANCIAL STATEMENTS FOR THE YEAR

1.0 KEYS ENTITY INFORMATION AND CONFIRMA'TI¢

(a) Background information
['he Coast Water Services Board is a corporat lished i
the Water Act 2002 of the taws of Kenya and it 1s d ‘

(b) Principal Activities

['he principal activity of the Board is to ¢

of quality and alfordable water services (defined to incluc
jurisdiction - Mombasa County, Kilifi County Lamu, Kwalc
County.

NDED 30" JUNE 2018

veta and Tana |

The key responsibilities of Coast Water Services Board therefore include:

i) Ownership and holding of water and scwerage assets/i
National Government.

i) Planning, development and c¢xpansion of water and sew

behalf of the National Government.
1) Assisting the County Governments within its jurisdicti
period, in contracting out water and sewerage services |

Providers (WSPs) and in the monitori

(¢) Key Management

['he entiry’s day-to-day management is under the following
- Chief Execcutive Officer

- IHead of Technical Services

- Head of Corporate Services

I lead of Finance

(d) Fiduciary Management

management personncl urme te

I8 and who had direct liduciary responsibility were:

¢l Exccutive Ofticer
Fechnical Servi
rporate
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rage infrastructure on

1

luring the transition
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COAST WATER SERVICES BOARD

Fiduciary Oversight Arrangements

"The ultimate oversight authority of Coast Water Services Board

of Directors through the Full Board. To ensure that good cory
and that power is properly exercised in the stewardship of th
of assets and resources to maintain stakcholder val
established three commitices:

(1) Finance, Human Resource Committee
(i) Audit, Risk and Governance Committce
(iii) Technical, Planning and Development Committee

Iintity Headquarters

Coast Water Services Board
Mikindani Strect

Off Nkrumah Road

P.O Box 90417-80100
MOMBASA

Entity Contacts

TEL: 041-2315230

FAX: 041-2316471
EMAIL: info@cwsb.go ke

Entity Bankers

KCB Bank
Treasury Square
P.O. Box 90254, 80100

Co-opcerative Bank
Digo Road

P.O. Box
MOMBASA

Consolidated Bank of Kenya
Nkrumah Road
PO Box

MOMBASA

ANNUAL REPORT AND FINANCIAL STATEMENTS FOR THE YEAR ENDED 30" JUNE 2018

lis exercised by the Board

' governance is enhanced
rporation’s total portfolic

Board of Directors ha:
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1.1 THE BOARD OF DIRECTORS

OR Po ltl’)y
"

i o s 1 .
; \ | Acting ness Administration
\ | Chairg Political Science & Public |
\ |
|
i
|

Executive Director at Advocacy for
women in peace & security -
Africa

! Mrs. Sureya Roble
P. O. Box 95614-80100 |
MOMBASA

|

|

|

|

|

{
|
i

|

| Bachelor’s degree in International

Studies & Diplomacy
Diploma in Clearing, Warehousing &

Practical Freight Forwarding
Diploma in Hotel and Catering

Mr .Gharib S. Gharib. ,
Management

P. O. Box 97-80500
LAMU

¢

Member of Kenya Institute of
| Management

e

( M | Masters in Business Administratior
| | (MBA)
| Bachelor of Commeice, Accounting
l Major

‘ CPA Part 1, Section 1

| Founder miemuer & T
Kenya Hospices

| Faustin M. Mghendi | Associatior

.0 Box 204-80300

, .,
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Ms. Alice Nyariki
Representative of The
Principal Secretary,
The National Treasury
P.O. Box 30007
NAIROBI

Mr. Jacob K. Torutt
Chief Executive Off
P.O. Box 90417

ricer

MOMBASA =~

Member
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| Masters In Risk Management

's (Sociology)

Master’s In Business Administration
I Bachelor of Commerce

Certified Public Accountant (K)
| Diploma Corporate Governance
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COAST WATER SERVICES BOARD
ANNUAL REPORT AND FINANCIAL STATEMENTS FOR TIE VEAR ENDED 30" JUNE 2018

1.3 STATEMENT BY THE CHAIRMAN

I'am delighted to report the Corporations performance during the financial year and share the

achicvements we have made and initiatives we have put in place hieve our mandate

The Board posted an impressive performance in our business as ¢ ilt of continued focus on key
arcas of our strategy: Infrastructure Development, Re« Mobilization, Stakeholde:
Management, Governance and institutional capacity with @ vicw to building a resilient and
sustainable business. Coast Water Services Board experienced unprecedented catastrophe at
Baricho which slowed down its opcrations for one month whosc impact was felt in both Counties
of Kilifi and Malindi. However with an able Technical department and the support from both the
National and County Governments the entity was able 1o revive lve of the eight boreholes that had

been destroyed by the floods.

On 12w December 2017, His Excellency President Uhuru Kenyatta announced his new plan, the *Big Four’,
which will guide the development agenda of the country in the period 2018-2022. It focuses on key basic
nceds that are critical in uplifting the standard of living of Kenyans on the path to becoming an upper
middle-income country by 2030. Prioritized is affordable and decent housing, affordable healthcare, food
and nutritional security, and employment creation through manufacturing.
These four areas arc expected to bolster strong inclusive economic growth,

Water Sector Review

The Government increased the development expenditure budect of water and related services for
the Ministry of Water and Sanitation from Kshs.22.6 Billion in 2016/2017 to Kshs.48.7 Billion in
2017/2018 financial year. Coast Water Services Board received Kshs. 664Million from the
Government exchequer while Development partners (notably the World Bank) contributed
Kshs.1.7Billion. The Ministry has its own task of making surc it realigns its development activities
to these Big Four.

Coast Water Services Board produced 41Million Cubic metres of water during the year. This was
a 7% decrease in volume compared to 2016/2017 production. This was as a result of rampant
disconnections of Power at Baricho and Tiwi borcholes by KPL.C. Further the catastrophe of April

2018 which saw all boreholes at Baricho rendered un operationa! for one month contributed to this

situation.
Key Regulatory Highlights

The reeulatory environment remains an arca of significance to our operations. The Government
cnacted the Water Act 2016 with « 1S on improving walc thening regulation,

creating viable water utilities and improving sector planning. Under the Act. sector coordination

Cl

between the National Government and the County Governments under devolved water services
provision will be enhanced. Further, the mandates of the eight Water So s Boards have been

viced and once operationalized tl institutions will pert from the
case no
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Performance

The present water production from all the sources is approximately 160.000m

96,000m*/d in 2005 when the Board started operating. This represents 67% increase in prod 0.
The increase in production has been achieved through the support of the Ministr &
Sanitation (MWS), the World Bank (WB), French Development Agency ve
continued to provide funding to rehabilitate and develop new sources.  In additis 00T
strategics have been implemented through funds from WSTFE. SIDA/DANIDA and | |

['he Board posted a slightly lower performance this year compared 1o last years. 'Thi wibuied

Nt1eo
U

to the interruption of water production at Baricho duc to {loodine which took place
that rendered all boreholes inoperational. The daily water production from the cight operational
wells of 90,000 m? was interrupted for onc [ull month before five of the borcholes were
rchabilitated and mddc operational now producing 65,000m?* daily. The current bulk water
production has gonc down by 7%. This led the Board record a 29% dip in revenue carned from

bulk water sales of Kshs. 656M from Kshs. 919 M last financial vear of 2017,
Corporate Governance:

The Board’s corporate governance structure and practices arc in line with the guidelines issued by
the Ministry of Water and Sanitation (MWS) and also the State Corporations Act. CWSB has

cleven directors, including the Chief Executive Officer (CEO). The BoDl is headed by o non-

xccutive Chairman. The Board of Directors is responsible for policy formulation, general
direction, coordination and overall management of the Board’s operations. All the members of the
Board have committed themselves to observing cthical behavior and practices in all the Board’s

business. In addition, all the members of the Board h;n'c undergone the corporate governance
course. Some board members resigned in March last financial year to venture into elective politics

and their posts were not filled. By the Close of this {inancial
The Board has constituted appropriate Board committees n: "‘11’,", the HR and Administration

vear the number of directors was five.

?

Committee, Finance and Technical Committec. the Audit and Risk Committee. All the Board
mectings are scheduled and arc held on quarterly basis. Ad hoc l’m:a!d meetings arc also held

whenever necessary. The minutes of the Board are preparcd by the Corporation Secretan
Stakeholder Managenient

Coast Water Services Board has various types of stakcholders who perform different roles
complimentary to it. Some of these are: the various wa 1Sttt WASREDR, WARNA,

wer Appeals Board, Wauater Scrvices Providers, Water Sei, t Fund, The hoyy

Industry Pl'l\crs‘ etc. During the year, the Board ¢ nomvul them in the Water | \lebulum Master
lhe Tariff Review and the New Bulk Water Company.




e——

COAST WATER SERVICES BOARD
ANNUAL REPORT AND FINANCIAL STATEMENTS FOR THE YEAR ENDED 5()7‘7”.11;\'1? 2018

Appreciation

On behalf of the Board of Directors, [ express my sincere gratitude to all those who have supported
our Corporation. [ v to thank our Government anc
support in building the Parastatal.

AR\

N ‘\_
DanielM. Kihara
DIRECTOR

levelopment Partners for their continued
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1.4 STATEMENT BY THE CHIEF EXECUTIVE OFFICER

Execution of our mandate
Coast Water Services Board’s mandate is im nted principally through the Bulk Water Supply
unit which produces water for sale to the W ater Services Providers namely Mombasa, Kilifi-
Mariakani, Malindi, Kwale and Tavevo Water Companies.

The Bulk Unit (established under the technical department) is responsible for the operation and
maintenance of the bulk svstem which comprises of Baricho, Marere, Tiwi and Mzima schemes.
Currently the Bulk Unit is semi-autonomous with offices at Mazeras and hcaded by acting
Managing Director. All the support in terms of recurrent expenditure is from CWSB.

The Operation and Maintenance (O & M) of the Bulk Water Supply System involves patrolling of
the system’s pipelines, attending to leaks and bursts, servicing and repair of electrical installations,
bulk meter reading and bulk water billing, servicing and repair of bulk water meters. [n undertaking
these activities, BWSU is able to scrve the WSPs and CBOs effectively.

The existing major water supply schemes under CWSB are summarized in below.The Table also
compares the total production between 2005 and 2017 showing the effect of the rehabilitation and
improvement works that have been undertaken by CWSB since its establishment in 2004. Other
small schemes [ike Mkanda Dam, Taveta lumi supply, Nyalani water supply, community
boreholes and wells also exist.

The Bulk Water Supply System consists of four schemes:-
a) Marere Water Supply pipeline, a 40km gravity system, was constructed in 1923. The water
source is the Marcre springs and the scheme supplies bulk water to two main WSPs namely;
KWAWASCO and MOWASCO.

b) Mzima Waterworks and pipeline including main storage and distribution tanks at Mazeras.”

This was constructed in 1953 and is a 220km gravity system. This scheme supplies bulk
water to four main WSPs namely; TAVEVO, KWAWASCO, KIMAWASCO and
MOWASCO.
~¢) Tiwiwell field was developed in the 1970s. This scheme supplies bulk water to two main
WSPs namely; KWAWASCO and MOWASCO.
d) Baricho Water Works and pipeline, a 104km pumping system was constructed in 1980
with Sabaki River as the source, and in 1990 Sabaki well field was developed. This scheme
supplies bulk water to three main WSPs namely; MAWASCO, KIMAWASCO and

MOWASCO

‘able: Current Water Sources and PlodLl(,tlon

Bulk ¢ Water & bomu I ‘Water I)I(L(.llill_()rllr ’j)]7 Water Production 2018 |
™3 I\

| Mzima Springs _ 2,397,076.00 | 2,510,920.00 |
Marcre Springs 7 4 691,950.00 _14,720,000.00
| Baricho Wellficld 2,936,983.28 _ 5,806,852.00 |
CliwiBorcholes | 23,424555.00] 17,489,584.25

13
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[Totals ' O 43.450,504.28 ,‘Ti o 40, 527,356. .O(U

Due to high levels of Non-Revenue Water (NRW), the amount of water reaching the consumer is
considerably lower than the production figures. The estimated values for NRW for CWSB bulk
water supply are:

TR Water Production 2017 |  Water Production 2018
S — — ESNG S S I\/l} RS SERSE, MJ

" Production Sl 43,450,56428 | 407)27 356 00

| Billing L 39061,780.000 35,056,960, Aoo

NRW 4288784281 T 5470,396.0

o - 0% '”’"(

This NRW level is too high compared to global standard for bulk water supply non-revenue water
which stands at 5%. Lfforts have been made by CWSB to tackle this menace by procuring a
consultant who is handling this and for all the WSPs within Coast Region. It is expected that the
rccommendations drawn from this exercise will go a long way in reducing the NRW.

Revenue collection

Coast Water Services Board has had challenges with collection of its revenue that emanates from
the bills generated and delivered to the WSPs. There has been a reluctance by these WSPs to pay
in full their bills. For a very long time the efficiency level has been way below the standard set by
WASREB of 90% and above. Efforts to involve the Counties have yielded minimal results.
Below are the trends that reflect the dilemma CWSB is in.

Billed (Excl. Lease - e Collection
fcesll(ghﬁ G et Efficiency (%)
2017-2018 715,296,860.00 627,900,869.69 88%
2016-2017 918,687,205.00 540,604,224.00 59%
2015-2016 | 880,163,226.00 679,797,375.00 77%
20]4 2015 845,834,810.00 613,562,151.49 73%
2013-2014 | 837,150,767.00 687,479,470.10 o 82%)|

Government funded Projects

Drought Mitigation ; !

Water insecurity can be worsened by droughl More people are atfccted by drought than any othcr
disaster type. In 2016, 411 million people wotldwide were affected by disasters and 94% of those
were drought affected. In Kenya Drought affects almost 40% of the populallon and area. Thé
Government has perennially funded drought mitigation projects countrywide to the tune of Kshs.6
billion. This financial year it disbursed Kshs.50 Billion to tackle. Coast rcgion saw the
disbursement of Kshs.90M for this exercise that saw all the five counties affected by drought

benefit.

14
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Fqualization Fund Projects
e Kenya Constitution 2010 created this fund to narrow the gap between counties that are known
to have economic and social development levels way above the others. The national government
uses this Equalization Fund only to provide basic services including water, roads, health facilities
and clectricity to marginalized areas to the extent necessary to bring the quality of those services
in those areas to the level generally cnjoyed by the rest of the nation, so far as possible.

During the year under review Coast water Services Board was allocated Kshs. I, 833,000.000 as
follows:

(County T TAmount (Kshs) i, ||
I I,‘arl_n_gw R 225,000,000
| Tana River T 654,000,000
CKilifi T 448,000,000
;1,5‘?'3!,‘3,_4_,,,, . - 340,000,000
| Taita Taveta . _ 166,000,000 |
| TOTAL 1,833,000,000 |

Priority Projects

@;M Amount (Kshs) \
Tana River - 10,000,000
Kilifi 40,000,000
Kwale 20,000,000
| Taita Taveta - 30,000,000
‘Mombasa 10,000,000
TOTAL 110,000,000

Donor Funded Projects

To respond to the immediate water and sanitation challenges, CWSB is currently undertaking the
Water and Sanitation Services Improvement Project - Additional Financing (WaSSIP-AF) which
is jointly financed by the WB and GoK. Through this project, an additional 22,000m3/d is expected
to be produced from the Baricho wellfield by drilling 3No additional boreholes. Furthermore, the
separation‘of Mombasa and Kilifi transmission pipelines will ensure increased flows to Mombasa.
Rehabilitation of network reticulation in Mombasa together with improvement of ".‘supply to
Mombasa and Malindi informal settlements are also being undertaken. Other key projects under
WaSSIP-AF include Waste Water Masioer Plan, Water Distribution Master Plan and Drought
Mitigation Measures for CWSB and NWSB regions. The project also offers institutional support
in terms of capacity building and technical assistance for design and supervision of works.

Further to the ongoing immediate measures under WaSSIP-AF, the Board hss engaged the World
Bank under the proposed Water and Sanitation Development Project (WSDP) to finance activitics
that can bring immediate impact in terms of water and sanitation service provision. The allocation

15
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COAST WATER SERVICES BOARD
ANNUAL REPORT AND FINANCIAL STATEMENTS FOR THE YEAR ENDED 30" JUNE 2018

for CWSB under the WSDP is USD 40 million to be used to improve Bulk Water Services. The
WSDP project will also support Counties, WSPs, MW and WASREB. The African Development
Bank (AfDB) is also supporting CWSB under the Small Towns Water Supply and Sanitation
Programme — Phase Il currently under preparation. The targeted projects under the AfDB

programme arc the rehabilitation of the 2,500m-°/d: nba Dam and the rchabilitation of
Changamwe Repooling secondary sewer network.

There are challenges facing the implementation of these projects. There have been delays duc 1o
slow pace of some of the contractors, disbursement of money from Treasury, Rescttlement and
approval of ESIA reports by NEMA. Overall the WasoIP-Al projects are coming 1o an end with

Baricho Lot 3 expected to close in December 2019
Working with Stakeholders

Stakeholders play an important role in our ability to deliver on our strategy and meet our customer
expectations. We continue to engage with them, and are committed to developing and maintaining
healthy relationships. These are Ministry of Environment, Water and Natural Resources,
WASREB, WSTEF, WAB, WRMA, WSPs', County Governments, Political Leaders, Development
Partners, Financial Institutions, Water consumers/genceral public, The Media, Board of Dircctors.
CWSB Staff etc. All these have different expectations that the Board tries to meet through its
mandate.

Appreciation

In conclusion, I thank the Government of Kenya for its confidence in our ability to execute our
strategy to ensure efficient and cconomical provision of water and sewerage services within our
arca of jurisdiction, the employces for their commitment and dedication in delivering on our
mandate and our development partners who have continucd to support our expansion of water
infrastructure.

\ . ‘\‘ %F\l
k \:}:' 3 ‘\QJ‘V N
.l;m;l‘)ﬁ'{; Torutt
CHIEF EXECUTIVE OFFICER
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1.5 CORPORATE GOVERNANCE STATEMENT

Introduction

The Board is committed to maximizing business performance. oene Proy levels of
stakeholder’s value and financial returns, and sustaining the erowth and succe: ast Water
Services Board (CWSB). In conducting busincss in accordance with these obj . the Board

sceks to ensure that CWSB is properly managed o protect and enhance stakeholdor hiterests, and
that CWSB, its directors, officers and employces operate in an approprial ironment of

corporatc governance.

I'he Board has in place a framework for governing CWSE which includes wopting internal
controls, risk management processes and corporate governance policies and prectices, designed to
promote responsible management and cthical conduct.

IEssential to the establishment of a good governance framework is formal governance structures
designed to ensure accurate reporting to the Board to facilitate an informed decision making
process assessment and continuing conformity.

Effective governance is achieved through a combination of strong process and structures,
underpinned by the right values and culture. The principles of corporate governance are contained
in the Director’s Code of Conduct and Ethics. CWSRB is in compliance with the governance tenets
of the recently developed “Code of Governance for nment Owned Entities”, Mwongozo
I'he Mwongozo offers a corporate governance code fi

orporations inwhich Government

holds ownership.

Coast Walter Services Board is committed to ensuring compliance with the provisions ol Water
Act 2002 among other regulatory and supervisory corporate 0overnance requireiments.

Board Organization and Structure

Roles and responsibilities of the Board and management

The Board provides overall strategic guidance for Coust Water Services Board and effective
oversight of management. Responsibility for the governance of CWSB, including establishing and
monitoring key performance goals, rests with the Board. The Board monitors the operational
performance and financial position of CWSB.

1ot ey Reyovesd?
lates the boarc

s roles and 1¢ s its membership and o

F'he Board Charter articu
and which responsibilitics mey be delegated to commitices or (o management. Specil]

responsibilities have been reserved by the Board in | trategy, governa
appointments and tinancial approvals

i he Board has established three standing commitiees to . rlorniing ms resp
examining in detail particular issucs and making recomn ; s 1o the Board
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The Chief Executive Ofticer has responsibility for managing the day-to-day affairs of CWSB. Th
Chief Executive Officer manages CWSB in accordance with the Board-approved corporate plai

the corporate strategy and policies.

VICES BOARD
ANNUAL REPORT AND FINANCIAL STATEMENTS FOR THE YEAR E

‘DED 30" JUNE 2018

Key areas of focus for the Board in 2017-2018 Finai car included:
+ Chief executive officer succession and appointmer he new Chiel Exccutive Offi

* Strategy, corporate plan, budget and performanc
¢ Oversight of business performance
 Annual review and update of the strategic plan.

« Oversight of key projects funded by the Government of Kenya and development partners

* Regulatory compliance

Board Size, Composition and Appointment

The structure of Coast Water Services Board starts with the Board of Directors comprising of 12
members: 9 independent directors, 1 director representing the Ministry of Water and Sanitation. |
Treasury and the Chief Executive Officer.

director representing the Nationa

The public sector representatives are the Principal Secretaries or designated alternates not belo
the level of Deputy Secretary from the Ministries responsible for matters relating to Water affairs

and finance.

The Board is well composed in terms of range and diversity of skills, knowledge, ace

s an appropriate balar
1 appropriate b

experience in various scctors which makes it effective and provi
oversight of the Board’s mandate.

The Chief Executive Officer is an ex-official member of the Board but has no voting right at any

meeting of the Board and is the secretary to the Board.
Independence, Separation of Roles and Responsibilitics
Independence

Directors are expected to bring an independent judgment 1o bea

is considered independent if the dircctor is a non-exccutive

management, and is free of any business or other relationship th

the exereise of their unfettered and independent judgement or cou

SO.
‘The Board has assessed the interests, positions, associations anc

and were independent during the reporting period.

Separation of Roles and ( ilities
doard does not consider the Chief Executive Officc t
ole. Al Directors except tl tive Director are

I

at could materially interfere witl

I &
iC

relationships of each director at

I

L deciIsions. A

r who 1s not a member

casonably be perceived to

¢ directors are indepe

tas this is an exc
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dircctors are independent of management, they appoint the Chiel Executive Officer and establish
a framework for the delegation of authority and cnsure succession planning for the executive
dircetor and senior management is in place. Their role is to advise, constructis “hallenge and
monitor the success the management is delivering the agreed strategy within tt Kk appetite and

control framework that is set out by the Board.

"The roles and responsibilities of the Chairman of the Board. the Chief Execi ficer and non-
executive directors” remain distinet and separate whic res a balance of cr of authority
and provides for checks and balances such that no one individual has unfettercd rowers of decision
making. Their roles have been documented and are ¢ pected to be independent and free from

conflict upon appointment.

ithout limiting the principles of collective

The Chairman provides overall leadership to the Board «

responsibility for Board’s decisions. The Chairman builds an effective board and sets the board
agenda in consultation with the Chicf Executive Officer and ensures effective communication to
stakeholders.

The Chief Executive Officer is responsible to the Board and takes the overall re sponsibility for the !
management of the affairs of the Board. The Chief I'xccutive Officer recommends the strategy to
the Board and implements it and makes operational decisions. The Chief Exceutive Officer ensures

12 {

appropriate and timely information flows within the Board. its committees and management.

Board performance evaluation

The State Corporations advisory Committee (SCAC) is ;‘w:.wl le for reporting 1o the Board on
the evaluation of the performance of the Chairmian, Dowd and commiltees. During the tinancial
year 2017-2018 evaluation was not undertaken. Coast \Water Services Board has a board calendar
which guides on the number of full board mectin z:cu;nl board mecctings and committee
meetings in cach financial year.

Board Committees and Responsibilities

The Board delegates certain functions to well-structurcd «ommittees but without abe icating its own
responsibilitics. The Board has developed a committee structure that assists in the execution of its
duties, powers and authoritics. Fach Commitiee is ;‘a;fu».‘ by the Committee Charter/Terms of
Reference, which outlines its responsibilities as mandated by the Board.

'he Committees are appropriatel ly constituted bership from

members with appropriate skills and experience. The Chairman of the Board. management and
external parties/advisors arce required to attend the comm itee meetings only by invitation

Fhe committees are cxpected to operate transy full disclo

conduct themsclves the rules and procedun f

the Commitices arc presenied to the Board by the

cting. The Board Commitiees are Finance and ource,

mmitiece
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Conflict of Interest, Code of Conduct and Ethics

The directors and employees of the Board have @ | ary duty to act honestly and in the best
i interest of the Board. Business transactions with all ; s must be carried out at arm’s length anc
i with integrity. The Board provides cffective leaders ased on ethical foundation and « 1
i deliberations, decisions and actions are based « Boards’ core values underpinnii

govcernance.

The Board has developed a Code of Conduct and Ethics Manual whose aim is to enhanc
relationships and foster teamwork among board members and statf and to build respect. confiden

uidance 1o its members regarding cthical

and credibility with its citizens. The Code providc
bchavioral considerations as they address their dutics and obligations during their appoinm
their term in CWSB.

The Board has put various measures in place to ensure that there is no conflict of interest amongst
1t O

its directors and staft. The Board has put in place Corruption Prevention and Code of Conduct &
Ethics Policies that binds both the directors and the employecs.

At the beginning of the financial year, all directors and employeces signed a declaration of interest

form declaring that they will disclosc any interest that conflicts or possibly may conflict with the
interests of the Board.
I During the year, the Board carried out training on Corruption Prevention and Code of Conduct
I Ethics Policies and all staff and directors declared their wealtl required to the Public Ser
Commission.
l Accountability & Audit /Control Environment Management
' Annual Report and Accounts
l The Board is required to present an objective and understan le assessment of the CWSH
operation position and prospects. The Board has ensured that accounts are presented in accorduance
I with the International Public Sector Accounting Standards.
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External and Internal Audits

(1) External Auditors

Coast Water Services Board accounts are audited by the Auditor-General.” litor-General 1s
an independent office whose role and responsibilitics are defined under t! ution of Keriy
(i1) Internal Auditors

Coast Water Services Board has an internal a Is to provide independent and

objective assurance to the Audit and Risk commiti ctiveness ol the risk

management framework, financial reporting proce and compliance

systems.

The annual internal audit plan, which is approved by the committee, is developed using a risk-
based approach and is driven by the risk framewark. risk profile and governance principles. The
head of the internal audit function is the Managcr and to ensure the independence of the internal
audit function the manager reports directly 1o the committee chairman. with an administrative
reporting line to the Chief Executive Officer.

The Manager, Internal Audit & Risk reports to the committee meeting on progress against the

annual internal audit plan, audit findings and rccommendations and the status of management

actions. The Board has qualified staftf who carry out internal audit function and present reports
on compliance. The Audit, Risk and governance ittce currently comprises three non

executive directors. The chairman of the committee is an independent non-excecutive director who
is not the chairman ol the Board. Commitice members are appointed bascd on their qualifications
and experience to ensure that the committee can adequately discharge its duties.

Internal Controls and Risk Management

The Board has the responsibility of identifying internal risk exposurces and developing measures to
mitigate against the identified risks. The Board reviews and monitors the development and

implementation of systems of internal controls. 1 ard must have an underst: » of thesc
risks and mitigate them by implementing sound internal conurols and risk management practices,

Relationship with Stakcholders

The Board appreciates that stakeholder percept o organization r
the Board strives o achicve an appropriate balaice ts vadrious stahe
interest of the organization by taking into account theiv legitimate interest and expectan n

decision making.

‘1 ” Yal I f comnlc
with its stakcholders tor building and maintaini wd confidence
information on its performance. activities and add heir coneerns whil
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The Board has developed a Corporate Communications Strategy which encompasse

l external communication, customer service and pul clations.
The main avenues for communication arc press rcleases, stakeholder forums
l : publications in print and social media, and annu: its and financial statements
' The Board has continued to encourage electroni mmunication through publishin; nents
in the corporate the website and has endeavored (o cnsure that the website is highly interactive and
' contains all the relevant information.

Additionally, the Board has dedicated staff to deal with complaints and public relations cifectively
ll and efficiently as possible. The Board has an cstablished mechanism of receivine, resolving and

giving feedback on complaints referred to it by its stakeholders. The Board submits quarterly
i reports to the Commission of Administrative Justice on the complaints handling and management.
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1.6 MANAGEMENT DISCUSSION AND ANALYSI

1.0 Financial Performance

during the financial year ending 30" Junc 2017, Coust W: 5 CWSB) generated
total revenue amounting to Ksh.1,565,093,521 avainst an 187.709,028. The
transfer to the accumulated fund was Ksh.77,384.493

CWSER key projects implemented or ongoing:

During the year under review the CWSE contin I nt the under its Master plan

as indicated in the table below:

S/No. | Bulk Water source Water Production — | Water Production- [ Additional People
2005 (M*/day) 2018 (M¥/day) Served @100L per
- o person per day ]
l. Rehabilitation of Mzima | 35,000 40.000 50,000 "
springs - &
2. Rehabilitation of Marere | 7,000 12,000 50,000
. Springs I o - ]
3. Rehabilitation of 45.000 90.000 130.000
| Baricho Well Field ‘
4. Rehabilitation of Tiwi 7,200 3.000 ’ 48.000
Borcholes |
5 Drilling & Equipping of | 0 25.000 ]‘ S00,000
b/holes, Construction of |
medium sized pans, |
Rehab. of B/holes, |
Pipeline Extension, 1
Construction of Djabias, 4
installation of plastic 1
| tanks - | -
Totals 94.200 180,000 [ 1.098.000
) S S ] - I
~ |PROJECTNAME . [ST. "OMPLETI( £
L ~|pai DATE ,
j 6 " Baricho Immediate Works: | 2015 2018 | aipping
| with the following Lots: \ boreh |
A ¢ of the | |

I«

hanical Work.
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Construction of DN
500 Kakuyuni-Kilifi ]
pipeline (56km) and i
DN 400 Kakuyuni- §
f
|

o — e S

Immediate Baricho Works | 2016 [2018
' Expansion & New Pipelines |
| to Kilifi & Gongoni (Lot 3) 1’

|
|
S
|
|

f
|
|

‘ Gongoni Pipeline

—— | (37m). o
Equalization funds project 1 2017 2018 | Construction of
| ‘ 1 Pipelines upto 100km
J ! _ ’ (63-150 dia UpVC)
: f . Drilling and Equipping

f
|
1

] | of Boreholes

‘ ' Construction of earth
dams increasing '

’ storage in rural areas |

| by 200,000m?, '

[ | Construction of storage |

tanks increased storage

| j

of safe water by
| 4000m, Construction
1 | | of'sea walls

—e

Compliance with statutory requirements:

During the financial year under review CWSB did not comply with all the statutory requirements
that are necessary for its operation due to cash flow short fall occasioned by nonpayment by WSPs.

Major challenges faced by the organization:

[n the Financial year under review the major challenges and constraints that hindered achievement
of performance targets in the FY 2017/18 Performance Contract were:

L Challenges in securing way leaves for the projects because of encroachment by
communities.
2. Counterpart Funding - The disbursement of counterpart funding for the year is inadequate

thus affecting the implementation of project activitics.

|98}

Reduced remittance by the Water Service Providers.

24
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1.7 SUSTAINARBILIT Y REPORTING
[ntroduction

Sustainable development is all about cnsyrin, a better quality of life for cveryone, now and for
gencrations to come. This can be achieved through the three strands of social equity which
recognizes the necds of everyone, maintenance of stable levels of economic growth and
employment, and using natural resources prudently, whilst protecting, and if possible enhancing,
the environment. Sustainable or ccoloaical development is a process of change in which the

cxploitation ol resources, the dircction of vestments, the oricntation of technological
development, and institutional change arc made consistent with the future as well as present needs.

Sustainability requires continuous technological, economical the social brogress of continuous

improvement that respects the limits of the Farth's ecosystems, and meets the needs and aspirations
of everyone for a better quality of life, now and (or future gencrations 1o come,

Coast Water Services Board commits to mecting our stakeholder's present and future requirements
through a collaborative culture which provides the capability to provide services and knowledge
allowing systematic change to take place whilst reinforcing mutually desired social, economic and
cnvironmental outcomes. The Board recognizes the importance of conducting operations in a
manner that meets CXisting needs without compromising the ability of the future generation to meet
their necds; therefore i carries out its operations in g manner that ensures the cconomic life of the
community in which operates. It remains the Board policy to ensure that activities meet and
exceed the social, economic and environmental CXpectations of stakeholders.

The Board executes the objectives through the following:-

(a) Our people, values and processes; o e
(b) Stakeholder engagement;

() Protecting the environment; and

(d) Corporate Social Responsibility and [nvestment.

Our People, Values and Processes
The staff of CWSB are the primary asset. The Board therefore recruits, retains and invests in the
best talent in the marke:.

Diversity and Equal Opportunity i
The Board endeavors to preserve gender and cultura] diversity in our employee mix and takes
pride as an equal opportunity employer for all qualified persons.

Our Culture and Values

Our vision of “Tq be leader in the water and sanitation infrastructure development in the
country” describes wiio e are, what we stand for and what makes our culture distinctive. The
stalfand directors are committed in upholding our core values in the discharge of our mandate,

[\S]
o

i
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Employce Welfare
The Board takes every effort to ensure that cmployees® well-being is considered as this affects
them both at home and at work.

‘The Board has continued to ensure that all cross cutting issues have been addressed: in particular
the policies and work plans for HIV/AIDs, Persons with Disability and Gender have been
developed and are being implemented.

Staff Training and Development

To ensure that CWSB not only attracts but also retains the best talent, the Board aims to nurture
people’s carcers by making relevant opportunities accessible and helping them to develop skills,
knowledge and experience in different functions or specialism.

Staff training and development are a prerequisite for employees’ growth. In FY 2017/201 8, training
continued to focus on departmental technical competencies and people management skills at all
levels.

The Board also provides opportunitics for groups of existing and future senior leaders to
benchmark with best practices on management. Capacity building will remain a key objective for
the Board.

Occupational Health and Safety

Good health and safety standards are ideal and remain an individual and corporate responsibility
for the staff and the Board. The Board is committed to proactively managing all health and safety
risks associated with its mandates.

The Board has a comprehensive medical scheme for its staff and directors. The policies are
reviewed annually to ensure that the Board maintains a healthy workforce and safe environment.

Zero Tolerance to Corruption

CWSB has a zero tolerance policy towards corruption. During the year AWSB carried out
corruption risk assessment and mitigation measures. In order to enhance integrity in public
procurement, CWSB posted all advertisements and awards to the [FMIS Portal and advertised open
tenders in the papers for cverybody to participate.

Corporate Social Responsibility and Investment
[hrough stakeholder engagement, we have listened to and talked with our employecs, customers,
investors, regulators, suppliers, Non-governmental Organizations (NGOs) and community

-representatives, who have helped us to develop out water master plan.

Towards this, the Board continues to pay school fees for best performing student at Baricho
primary school. ‘ ’

Environmental Sustainability Report

Environmental Sustainability rcfers to concerted efforts to mitigate against environmental
degradation. It is the maintenance of the factors and practices that contribute to the quality of
cnvironment on a long term basis. It involves making decisions and taking action that are in the
interests of protecting the natural world, with particular emphasis on preserving the capability of
the environment to support human life.

SAR ENDED 30" JUNE 2018
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Coast Water Services Board (CWSB) is cognizant of the possible impacts (both positive and
negative) resulting from interaction of the organization’s activities with both physical and social
environment,

The objective of the CWSB’s environmer tal sustainability is therefore to promote sustainable
development within our area of jurisdiction by cnsuring environmental protection, social equity,
and economic development.

Approach

CWSB  environmental sustainability is guided by the Environmental Management and
Coordination (Amendment) Act of 2015 which is the principal legislation governing the conduct
of environmental management in Kenya; and the Constitution of Kenya, 2010. Other legislation
related o natural resources such as Water Act, forest Act, Land planning Act and NEMA s
environmental sustainability performance contract guidelines for ministries, departments and
agencies.

CWSB also complies with the other environmental requirements of [nternational Development
Funding agencies such as World Bank, Africa Development Bank, French Development Bank
among others.

During the year under review CWSRB undertook the following activities in compliance with the
guidelines:

Environmental sustainability planning
CWSB developed an integrated workplace environment health and safety policy statement which

states the organization’s commitment to protect the environment, preserve the health and safety of

CWSB employees and communitics, and ensure safe development of water and sanitation
infrastructure. This policy statement provides a framework for developing environmental
objectives, targets and programs.

The organizational service charter also include the environmental considerations such as the
enforcement of water quality monitoring.

CWSB subjects all the new water and sanitation infrastructure projects to environmental and social
impact assessment process in line with the Fnvironmental Management and Coordination Act,
(EMCA), 1999 in order (0 identify both potential positive and negative impacts. This process
allows for provision of cnhancement. mitigation, restoration and compensation measures to ensure
that the projects are cavironmentally and socially sustainable. The reports arc submitted to NEMA
for review and licensing and also to funding agencies (where applicable) for approval based on
international standards.
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Some of the environmental and social impact assessment reports licensed
following projects among others:
Rehabilitation of Mzima pipeline
Rehabilitation of Marere pipeline

Rehabilitation of Baricho Wellfields

Rechabilitation of Tiwi Boreholes

B T sty

30" JUNE 2018

NEMA are for the
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REPORT OF THE DIRECTORS

The Dircctors submit their report together with the un-audited financ
ended June 30, 2018 which show the state of the 1

d0ardd e affa:
BOdra S affan

Principal activities

The principal activity of the Board is to ensurc efficient and sust Ic provision of quality and
allordable water and Sewerage scrvices in its arca of jurisdiction

he main functions of Coast Water Services Roard include

1) Ownership and holding of water and sewerage assels/Infrastructure on behalf of the
National Government in the Coast Region.

i) Planning, development and expansion of water and scwe rage services Infrastructure on
behalf of the National Government in the Coast Region.

i) Provision of Bulk water services in the Coast region.

Results

The results of the entity for the year ended 30% June. 201 8 are sct out on page 32-33

Auditors

The Auditor General is responsible for the statur
accordance with Article 229 of the Constitution

ory audit of Coast Water Services Board in
["Kenva and the Public Audit Act 2015

)
Wi ZU IO,

By Order of the Board

IFor and on its behalf

Ry
gl

Legal Officer

Date.

al statements for the vear




Daniel M. X
DIRECTOR CHI
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1.9 STATEMENT OF DIRECTORS’ RESPONSIBILIT] ES

Section 81 of the Publjc Finance Management Act, 2012 and section 14 of the State ( ‘orporations
Act, require the Directors to prepare tinancial statements in respect of Coast Water Services Board
(CWSB), which give a true and fair . lew of the state of affairs of the ('’ 3 at the end of the
financial year and the oOperating results of CWSB for the year. The Directors are also required to
ensure that CWSB keeps proper accounting records which disclose with res sonable accuracy the
financial position of the Board. The Directors are also responsible for safeguarding the assets of
the Board.

The Directors are responsible for the preparation and presentation of the (' /3¢ financial
statements, which give a true and fair view of the state of affairs of the Board for and as at the end
of'the financial year ended on June 30, 2018. This responsibility includes: (i) maintaining adequate
financial management arrangements and ensuring that these continue to be cffective throughout
the reporting period; (ii) maintaining proper accounting records, which disclose with reasonable
accuracy at any time the financial position of the Board; (iii) designing, implementing and
maintaining internal controls rele ‘ant to the preparation and fajir presentation of the financial
statements, and ensuring that they are free from material misstatements, whether due to error or
fraud; (iv) safeguarding the assets of the Board, (v) selecting and applying appropriate accounting
policies; and (vi) making accounting estimates that are reasonable in the circumstances.

7

The Directors accept responsibility for CWSB’s financial Statements, which have been prepared
using appropriate a counting policies supported by reasonable and prudent judgments and
estimates, in conformity with International Publjc Sector Accounting Standards (IPSAS), and in
the manner required by the PFM Act, 2012 and (the State Corporations Act). T1 Directors are of
the opinion that CWSRB’s financial statements give a true and fair view of the state of Board’s
transactions during the financial year ended June 30, 2018, and of the Board '« fi

as at that date. The Directors further confirm the completeness of the accounting records
maintained for the Board, which have been relied upon in the preparation of the Board's financial
Statements as well as the adequacy of the systems of internal financial control

nancial position

Nothing has come to the attention of the Directors to indicate that Coast Water Scrvices Board will

notremain a going concern for at least the next twelve months from the date of this statement.

Approval of the financiai statements

The Board’s financial statements were approved by the Board on 23 August 2(
its behalf by: '

. "
[ 4 5

¢ W
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P.C. Box 30084-00100
NAIROBI

- (OFFICE OF THE AUDITOR-GENERAL

THE AUDITOR-GENERAL ON COAST W R SERVICES BOARD FOR
THE YEAR ENDED 30 JUNE 2018

REPORT ON THE FINANCIAL STATEMENTS
Qualified Opinion

| have audited the accompanying financial statements of Coast Water Services Board
set out o ‘pages 32 to 54, which comprise the statement of financial position at 30 June
2018 and the statement of financial performance, statement of cash flows, statement of
changes in net assets and statement of comparison of budget and actual amounts for the
'yearthen ended, and a summary of significant accounting policies and other explanatory 7
information in accordance with the provisions of Article 229 of the Constitution of Kenya
and Section 35 of the Public Audit Act, 2015. | have obtained all the information and
explanations which, to the best of my knowledge and belief, were necessary for the
purpose of the audit.

In:my opinion, except for the effect of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of Coast Water Services Board as at 30 June 2018, and
of its financial performance and its cash flows for the year then ended, in accordance with
International Public Sector Accounting Standards (Accrual Basis) and comply with the
Water Act,2002.

Basis for Qualified Opinion
1. Property, Plant and Equipment

As previously reported, the property, plant and equipment balance of Kshs.2,702,182,126
as at 30 June 2018 (2016/2017-Kshs.2,862,504,166) excludes nesets of undetermined
value transferred to the Board from, the Ministry of Water, and Iriigation, and National
Water Conservation and Pipeline Caorporation pursuant to Legal Notice No.101 of 12th
August, 2005. Further, the land and office buildings acquired ! nd

ertaking various

Water and Sanitation Services Improvement Project (WaSSIP) and institutional projects
such as Mkanda Dam of at f 9 hectares ) al a cost of
Kshs.10,832,423 have been excluded in these financial staten and have also not
been updated in the fixed assets register. In addition, the scrutiny of land status report
revealed that approximately more than hird of Coast W ! ces board land has
ncroached by private develor ling 2 I by st

? Shanzu, Mombasa. The lard ias been appoertioned 47 title deeds and

to private developers. This ive that ey
Repont of ¢ Jitor-Cro stcretl on the Fissancial Stetey st Warer s cxtiramled 30T

Promoting Accountability in the Public Secior




its custodial role and the Board's assets have not been properly safeguarded in ;
accordance with Section 72(1)(a)(b) of Public Finance Management Act, 2012 which
states that the Accounting Officer for National Government entity shall be responsible for
- the managemen of the entity's assets and liabilities and manage those assets in a wan
which ensures that the nationa entity.achieves value for money in acquiring, using an
disposing of those assets. A
S i

In the circumstances it has not beén'pdssible to ascertain the accuracy, validity arg
completeness of the property, plant and equipment balance Kshs.2,702,1 82,126 as at 30
June 2018.

2. World Bank Loan

L AS) previously. re dorted, included in the statement of financial position iS.an amount of
 Kshs.11,464,257 010 as at 30 June 2018 (2016/2017 - Kshs.9,191,715,426) in respect
. of World Bank Lo, AN as reported in note' 22 to the financial statements. Although the _
financial statements disclose a balance of Kshs.11,464,257 010, con firmation letter from b
the ' National 3 reasury. dated 15 September 2018 reflects 4 balance of /7
Kshs.12,241,117,' 90, résulting to unexplained nor reconciled  variance of ;
Ks_hs.776,860,28q. : ’

Further, in the year 2008, the Government of Kenya entered into 2 financing agreement
with the World Bank to finance water and sanitation services in Coast Province through
Coast Water Services Board and agreed ' to disburse Kshs.4,570,199,584.27
(USD.45,203,760)j at an interest rate of 1.5 per cent per annum. The repayment period
was given as thirteen (13) years with effect from 30 March 2013, with an annual
répayment being US’D.4,906,636 for which the principal amount was USD.3,168,030 and
interest USD.1,738,606. Records confirming repayment of the loan were not provided for
audit verification. The amount was also not disclosed S€parately as other current liabilities
as required under paragraph 82 of IPSAS (accrual) 1 which states that current portion of 4
non-current financjal liabilities, dividends payable, income taxes and other non-trade i
payables must be disclosed Séparately as other current liabilities. In addition, it was also |
observed that the loan under IDA-4376-KE credit was denominated in foreign currency. E

International Public Sector Accounting Standards (IPSAS) 4 paragraph 27 requires

foreign currency monetary items to be transiated using the closing rate. However, the

loan balance was itranslated on transaction date rate hence foreion v ange gain/loss ;

= . was not determined. Further, the accounting policy on franslation of (v cign denominated ;

l transactions and balances was not disclosed in the notes to the financial statements iin 4

line with accounting standards. ": ' \ &
{

Consequently, it has not been possible to confirm whether t| ement is in
conformity with the terms of the loan ang the ac -uracy and compieteness of the loan
balance of r\sms.'l1,464,257,010 as at 30 June 2018 could not be confirm; {,

| e
a8

i I 3. Trade and Other Receivables

m As  previously reported, the trade and other receival nce of
| Kshsﬁ,Z?:E,U,u;,;z,(,i;jQ as at 30 June 2018 (201 6/2017 — Kshs.3 1, cludes

/\’('/7(}/'/ of the Audlitor-c neral on the Fingn, y ( W ot iTarer Services Bogred /o vended 30 une

{ I 2018




Kshs.3,355,255,859 relating to amounts from Water Service Providers. However, the
Water Service Providers balances reflected in the Board’s financial statemenis as at
30 June 2018 differ by Kshs.626,724,828 from the books of the respective water
service providers as detailed in the table below:

i ince as Pei
‘ Balance as | Water ;
Per Board | Company Difference
Water Service Provider Kshs | Kshs Kshs

224,714,460

1.| Mombasa Water and Sewerage | 4,359,407 344 | .,"23 ,686,884
company |
2.| Malindi Water and 501,326,555 | 509,225,336 | -7t

Sewerage company | 7 |

oo
((8]
53]
(03]

3.| Kilifi-Mariakani  Water and 585,294,&5’: 513,826,013 | 71,468,538
sewerage company
4. | Kwale Water and 417,589,376 161,048,211 | 256,541,165
Sewerage company
5.| Taita/Taveta Water and 479,722,304 401,974,377 77,747,927 /
Sewerage Company ’
6.|Lamu Water and Sewerage 11,057,729 7,770,210 3,287,519
Company
7.|Tana River Water and 864,000 864,000i
Sewerage Company 1 ]
Total 3,355,255,859 | 2,728,531,031 | 626, /ﬁ?'s"
The total variances amounting to Kshs.626,724,828 has not been reconciled or explained.
In the circumstances, the accuracy and completeness of the trade and other receivables
balance of Kshs.3,369,025,039 as at 30 June 2018 could not be ascertained.
4. 0. Finance Costs
included in statement of financial performance and as disclosed in Note 13 (o the financial
statements is finance cost of Kshs.72,169,028. Review of documents availed for audit
that the finance costs consist of interest incurred on three loans as per interest
amortization schedule availed to support the expenditure. Two of the loans were from Tl
World Bank-IDA and one from AFD. However only two loan amt schedules for N
loans obtained from World Bank-IDA were availed. i‘
i

u).v.panson of the loan amortization cc!u dule and finance cosls schedule supporting C
financial statements for the loans revealed a variance of SHECY 4,420) betweer
st as per loan amortization edule and as disciose ‘ tements as pt

h e ! elow.
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Financia Amortization

Amount as Pe?l‘-interest E.:%Ioan
|

__ Statements| _Schedule| Varian
WaSSIP | - IDA 4367 __17,132,810] 44,994,578 | -27,861.76

WaSSIP-AF - IDA I

5103 9,110,616 |
26,243,426 |
In the circumstances, the accuracy and completeness of finance cost -+ Kshs.72,160 07

for the year ended 30 June 2018 could not be zscertained.
5.0. Administrative Expenses

Note 14 to the financial statement for the year ended 30 June 2018 reflects depreciation
charge of Kshs.170,143,747. However, audit recalculation of depreciation charge for the

year amounted to Kshs.1 10,278,473 resulting to unreconciled nor explained variance of
Kshs.59,865,274. /

In the circumstances, the accuracy of the depreciation charge of Kshs.170,143,747 for
the year ended 30 June 2018 could not be ascertained.

The audit was conducted in accordance with International Standards of Supreme Audit
Institutions (ISSAls). | am independent of Coast Water Services Board in accordance
with ISSAI 30 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. | believe that the audit evidence | have obtained

is sufficient and appropriate to provide a basis for my opinion.

Key Audit Matters

Key audit matters are those matters that, in my professional jucgment, are of most
significance in the audit of the financial statements. Except for the matter described in the
Basis for Qualified Opinion and other Matter sections, | have determined that there are
no Key Audit Matters to communicate in my report.

Other Matter

1. Budgetary Control and Performance

1.1. Revenue Budget

During the year under review, the Board's revenue budget was Kshs. 1 533,650,775
against actual collections of Kshs.1,580,223.

(103%), thus resilting to net over
collection of Kehg 46,572,975 or 3% as delailed below

—— = — el . E—
. ; ; ; =
Report of the 11 / rerallon the Financi, » e ) . toe] 1
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Detail | Actual Budget B Collection | Collection
| Bulk Water Sales 715,296,860 970,379,957 | 255,083,097 | (26)
' Administration 176,637,529 | 196,398,298 | | 19,760,769 T (10)
| Fees - ? I | B
| Grants from GoK 677,070,037 | 362,000,000 | ! 70,037 ! 87 |

Development i - 1 I 1

Tender Sales 36,000 470,768 434 758

Rent Income 2,172,000 1,536,334 | 635,666 :

Donations 2,702,000 0| 2,702,000 100 |

Community water 1,153,400 o] 4,153,400 | 100 |

Receipts - D D R

Miscellaneous 4,969,924 2,760,680 | 2,209,244 &0 |

Income o B

Laboratory 186,000 104,738 | 81,262 78 |

Income ! - |

Total 1,580,223,750 | 1,533,650,775 | 321,851,609 | 275,278,624 | |

From the above table, grants received from the Government exceeded the budgeted
amount by Kshs.315,070,037 or 87%. Also, total other incomes was more than double
the budgeted amount by Kshs.6,781,572 or 154%. This could point to lack of proper
budgeting. There is a need, therefore, to review the budgeting process to ensure that itis
as realistic as possible.

Conversely, revenue earned from bulk water sales and administration fees were below
the budgeted amounts by Kshs.255,083,097 or 26% and Kshs.19,760,769 or 10%
respectively. The drop in revenue from bulk water sales could be explained by

Unaccounted for Water, which was 8% above the required global standard of 5%.

1.2. Expenditure Budget

During the year under review, the Board had budgeted to spend a tota
Kshs.1,692,553,878 on its various programs and activities. However, tie Board spent
Kshs.1,603,880,071, resulting to an overall underutilization of Kshs.88,673,807 or 5% as

summarized below.

I of

Mem ] Actual | Budgeted |  Over|  Over Under | Under
! \ Amounts | Amounts i Absorption | Abscr sorption | Absorptic
| (Kshs) | (Kshs) | (Kshs) %) (Kshs) | (o)
| Overtime | 1,436,273ﬁ 0] 1436273 | 100
| Telephone, | 1,919,569 | 3.000,000 ; . 1.080.431 |

en ail | - “ - ‘

Trevelling | 29359570 1 20,000,000 40,430 |

{uditor-General on aricial Statements of Coast )




Jl

Item “Actual | Budgeted Over ’
Amounts Amounts Absorption I Abs
_{Kshs) | (kshs) | (Kshs) |

Subscription 68,623 | 130,878
to newspaper = S
Advertising & 4933274 | 5000000 I
publicit B ] o
Trade show 3,752,533T 4,700,000 f
& exhibitions - - o - ]
World Water T " 4,891,099 | 4,891,099 |
Da ! |
World Bank 0| 5,000,000 |
operations - N —
Hire of 288,050 780,000
transport, !
equipment & ’
machinery S
General 5,393,028.‘ 7,113,792
office
supplies
Laboratory 952,645 1,000,000
expenses
Hospitality 1,653,138 4,124 134

6,534,615 8,099,588

Fuel &
lubricants

0] o000

Legal fees 16,960,732 20,588,733

related

expenses

Contracted 76,228,421 80,000,000

professional

services - e o

Audit fees 0 1,563,68
‘Vamtenance 4,090,843 6 1@379 D

expenses-
vehicles | "
Maintenance 451,711 964,540 |

of office |
furniture & ! ‘ j
equipment S N "_7 o
Maintenance 1,506,155 1,500,000 6.155 T

of buildings & f
Stoms _ [ | S |
Baricho c!mnc 51 7,283 ‘ 750,000 |

empnm s -

Stationery | 2457804 |

2819654 |

office o N L
Deprcc tion 4’ 284 770 47,284,770 07!
of Motor ’ |
Vehicles ) S 7*[ |
Dppromnon T 692,890 692,890

= of F L ire W e _;> ,_J SN B - L ——
Ueprcualun | 4092051 { 4,092 051 / 0]

? of Office ‘ ’ [

| Equipment | 1 |

| Depreciation | 17,360 125 | 0l

| of Plant and

tion | 1,698,9877 1,008,987 | 0

100 | ;

947,467 “ -

|
! I [
{ 5,000,000

491,950 |

1,563,680 |
;7,0’7'15.,75’35{‘7" )

Over | \Gn“déTT ) Undw
orption Absorption Absorption
(&) | (Kshs) | (%)
62,255 48
_4_‘ o I
| 66,726 / 1




| Pension
Contributions

| Employer '

‘ WSIP

| Pension
Medical

| Cover

vt the duditor-General i the

9,397,997 |

L

38.433.533 |

70,087,846 |

11.000.000 |

6950 |

) 000

0,000

Item Actual Budgeted [
Amounts Amounts
N (Kshs) | (Kshs) |  (Kshs)
Depreciation 67,621,329 67,621,329 0
expense for
pipelines B
Depreciation 2,385,996 2,385,996
of Pumps
Depreciation 24,478,599 24,478,599
of Bulk
Meters )
Depreciation 5,125,000 5,129,000
of Water |
Tanks I
Board 15,449,173 20,164,526
expenses o |
Honoraria 0 522,000 ‘
Basic Salary 107,962,343 137,847,210
Medical 6,058,950 7,427,933
Allowance -
Commuter 13,659,867 16,665,552
Allowance - ‘
Top up 797,556 920,257 |
Allowances o
Leave 2,358,865 3,168,182
Allowance o B
Hardship 4,877,400 5,990,133
_Allowance I R .
Acting 452,554
_Allowance | | S |
Airtime 2,256,000 2,780,666 | ‘
Allowance | | ‘
Training 3,572,875 4,709,258 |
_expenses I 5
World Bank 16,002,433 30,000,000
staff Training | - ) |
| Transfer 186,862 249,149 1
_Allowance L - ]
Special Duty 66,835 561,220
Allowance I
Employer 491,800 | 561,220
NSSF 1
Contributions . | B ]
Employer 3,733,590 f 15,000,000 ;

Tl Stareimoenis of

Over
Absorption

(%) |

" Under |

Absorption I
(Kshs) |

715,353 |

you |

522,000 |

20,884,867

- 1,368,983‘[_

c

1_

3,005,685

|
|
{
|

|

7;1',1'15,'7‘3'3'[

13,097 567 |

809,317
941 226 |
524,666 |

1,136,383 |

i L.

T 62287 |

385

Ny

69 420

T
|
l
|

11,266,410

i I |

1,602,003 |

190,497 |

1566.467

7L Vedt ¢




Actual " Budgeted " Over ’f T Omr Lndcr [ dnde7
Amounts Amounts | Absorption | Absorption Absorption Absorption
—(Kshs) (Kshs) | (Kshs) | (%) | <'<9f’S )| (%) |
Pc cross 716,000 3,500,000 | , 2,784,000 80
_Cutting z —_— e | | /
Office | 77558 622,702 | 152,878 |
_electricity l — 1 l_ e
Motor Vehicle | 2,945,08 211 | |
 Insurance |

Resettlement |-  21.718.253 25,000,000
Compensatio

n

-
-

“Security | 12780797 4,149,390
Sxpenses | — _— ]
Electricity -~ 350,765 355 400,362,556 | ,‘

Ogerahons
Chemicals ¢ &
_other related

""ﬁ.f,é'ééiﬂ)']tma T

Bank interest w‘774,'17'6;9,2()9 0]
Maintenance 65,511,464 | 10482960 |
of water

assets

17,285,524 3344451
207,875 Y
|
Priority 27,625,980 27,625,980 | o

Project | ) o
Mkanda Dam 151 109,424

| Drought 132,825 485
mit I" auon

|
—erreeet— |
151,109,424 | ;

|

L 6XJG{7S es

|

[ Equalization 3024400 024,400 | 0] ; - | =
| Projects — S } . R | ]
} Taita Projects 3,950,846 3,950,846 | 0| ‘1 | |
| Kwale \317534.\273 315342 279 | 0 N
| Projects 26 E%8 | e —— 1| o / ]
[ Finance 72,169,209 | 72,169,209 0 I |
| Charge | '
|8 —— — \,,“\, \‘rﬁ_’ — ———l — S— —1— B i S —_
Small dams 1,475,265 l 1,475,265 0 / [ f
[andpans | S——— N N ] ]
[Bank charges 1205358 | 1,500,000 | ‘ | 249,642 } 17 ]
0 | | |

(,OmrTHSSIOﬂi i o — [7\ — | o
SO | e0em007T | 160755575 129,401,951 |

|

i s_;o,is;fféé‘t_it

Fro m (he analysis the Boarg had budgeted to Spend Kshs.317 605 2 ‘6 on eighteen (18)
activities and Programs but ended up actua uy spendmg Kshs.343 - 307,177, resulti Ing to
@l Over absorption of Kshs.29.401 951 or 2¢ . Out of this oyer eXpenditure, three (3)
items were not budgeted at - Ml and yet incuy; red expcnonuu; totalling to Kshs_ 15 0,415 218
The Board ha% not provi(‘f'«" a revised budget for a €r expenditure of
K 9,401,951 or 2 . The over eXpenditure is an indicat tion Or planning and |ack
of oversight in budget lmpf(m( ntation.

The audit was conducted in accordance wi Internat

! s (ISSAIs). | am ndependent of ¢ dast water Sery Boardin a



ISSAI 30 on Code of Ethics. | have fulfilled other ethical responsibilities in accordance
with the ISSAI and in accordance with other ethical requirements applicable to performing

audits of financial statements in Kenya. | believe that the audit evidence | have obtained

P
|
I

is sufficient and appropriate to provide a basis for v opinion.

REPORT ON LAWFULNESS AND EFFEC NESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitutic, tesed on the procedurss perfor

except for the matter described in the (/Onv‘\ ion on Compliance and Effectivencss
section of my report, | confirm that, nothing has come to my attention to cause me to
believe that public money has not been applied lawfully and in an effective way.

Basis for Conclusion
1. Board Expenses

Included in statement of financial performance for the year ended 30 June 2018 is Board
expenses of Kshs.15,449,173. Review of the payment vouchers and support schedules
availed for audit revealed payments of sitting allowances to persons not gazetted anc
listed as directors of the Board amounting to Kshs.300,000. The persons were from
parent Ministry and were in attendance on behalf of the alternate to principal Secretary,
Ministry of Water and Sanitation.

vf(

In the circumstances, the regularity of the payments amounting to Kshs.300,000 as
directors’ emoluments for the year ended 30 June 2018 could not be ascertained.

2. Non-Revenue Water

The statement of financial performance for the vear ended 30 June 2018 refl
cperational income of Kshs.891,934,400. Included in this amount is bulk water sales
amount of Kshs.715,256,860 as detailed in note 6 to the ﬁi."'w- ial statements. The report
of the Chief Executive Officer indicated water prodt ction was 40,527,356 cubic
meters out of which 35,056, 9()OM‘ was billed to customers. The balance of 5,470,396 IVI©
approximately 13.52% of the water produced represents loss of water which is 8.5%
and above the allowable loss of 5% in accordance with the global standard. The abnorii
loss or Unaccounted For Water (UFW) is 3,444,028 cubic metres may have resulted (o

loss of water estimated at Kshs.68,880,564 given the [act thal (he charge per cubic i
a standard rate of Kshs 20 as per the approved tariff ¢l o0 the Water S
The significant level of UFW may negatively impact the any and long t

ustainability
/ drtor-0 n he




The audit was conducted in accordance with ISSAl 4000. The standard requires that |
comply with ethical requirements and plan and perform the audit to obtain assurance
about whether the activities, financial transactions and information reflected in the
financial statements are in compliance, in all material respects, with the authorities that
govern them. | believe that the audit evidence | have obtained is sufficient and &; priate
to provide a basis for my conclusion.

REPORT ON INTERNAL CONTROLS EFFECTIVENESS, GOVERNANCE AND RISK
MANAGEMENT SYSTEMS

Conclusion

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

effective.

The audit was conducted in accordance with ISSAI 1315 and ISSAI 1330. The standardé
require that | plan and perform the audit to obtain assurance about whether effective
processes and systems of internal control, risk management and governance were
operating effectively, in all material respects. | believe that the audit evidence | have
obtained is sufficient and appropriate to provide a basis for my conclusion.

Responsibilities of Management and Those Charged with Governance

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

of internal control.

In preparing the financial statements, management is responsible for assessing the Coast
Water Services Board ability to continue as a going concern disclosing, as applicable,
matters related to sustainability of services and using the anplicable basis of accounting

uniess the management either intends 10 liquidate ti Vater Services B
cease operations, or have no realistic alternative but to do so. .
Management is also responsible for the submission of the financial statements to the
titor-General in accordance with the provisions ¢ n 47 of the Publi ct
2015.
addition to the responsibility for the preparation resentation of the financial
tements described above, management I ible for ensuring at the
ctivities, financial transactions and information rellc e financial stat
10
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in compliance with the authorities which govern them, and that public money is applied in
an effective manner.

Those charged with governance are responsible Tor overseeing the Coast Water Services
Board financial reporting process, reviewing the cffectiveness of how the entity monitors
compliance with relevant legisiative and regulz 1y requiremems, ensu ot 2
processes and systems are in place to addres= key roles and responsibil

to governance and risk management, and encuring the adequacy and sffectiveness ¢

the control environment.
Auditor-General’s Responsibilities for i

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

In addition to the audit of the financial statements, a compliance review is planned and
performed to express a conclusion with limited assurance as to whether, in all material
respects, the activities, financial transactions and information reflected in the financial
statements are in compliance with the authorities that govern them in accordance with
the provisions of Article 229(6) of the Constitution and submit the audit report in
compliance with Article 229(7) of the Constitution. The nature, timing and extent of the
compliance work is limited compared to that decmnec to express an opinion with
reasonable assurance on the financial statements.

Further, in planning and performing the audit of the financial statements and review of
compliance, | consider internal control in order to give an assurance on the effectiveness
of internal controls, risk management and governance processes and systems in
“C”ordance with the provisions of Section 7 (1) (a) cf ilf F’L’NI(‘ Audit Act 2015 and

bmit the audit report in compliance with Articl 7) of the Co
(ons.deratlon of the internal control would not necessari f\/ disclose all’ matters in t‘m
internal control that might be material weaknesses under the ISSAls. A material
weakness is a condition in which the design or operation of one or more of the internal
control components does not reduce to a rel evel the risk the
caused by error or fraud iin amounts that woula be (natenal in relation to the
statements being audited may occur and not be detected within a timely period
employees in the normal course of performing their assigned functions.
Report of the Auditor-General on the { ancial Statenents of C ! crviees Board for i
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Because of its inherent limitations, internal control may not prevent or detect
misstatements and instances of non compliance. Also, projections of any evaluation of

effectiveness to future periods are subject to the risk that controls may ome
inadequate because of changes in conditions, or that the degree of complian n the ‘
Coast Water Services Board policies and procedures may deteriora i
As part of an audit conducted in accordance with ISSAls, | exercise [ sional
judgement and maintain professional skepticism throughout the audit. | also:
¢ ldentify and assess the risks of materiai missia! 1ent ¢
whether due to fraud or error, design and perform zudi -
those risks, and obtain audit evidence that is sufficient and o 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.
e Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the management. - J
¢ 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 n \ay cast significant doubt on
the Coast Water Services Board ability to continue as & going concern or to sustain
its services. If | conclude that a material uncertainty exists, | am required to draw
attention in the auditor’s report to the related disclosures in the financial statements
or, if such disclosures are inadequate, to modify my 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 Coast Water Services Board to cease to
continue as a going concern or to sustain its services.
e Evaluate the overall presentation, structure and content of the financial statemenic
including the disclosures, and whether the financial statements represent the f
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 Coast Water Services Boart press an opinion on |
‘inancial statements.
I
¢ Perform such other procedures as | consider necessary | » circumstances. !
municate with the management regardi; ig, amorng ¢, the planned scop: |
and timing of the audit and significant audit findings, including a1y significant deficiencies 'F
in internal control that are identified during the audit. »
| ovide management with a statement that | h ith relevant
requirements regarding independence, and to commun them all relat
ST — . S }
fu [OrEOf T Auditor-Gene /n/"‘«‘“ the ! albsracements of Coast 11
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2.1

COAST WATER §

ANNUAL REPORT AND FINANCIAL STATEMENTS FORTHE YEAR ENDED 30 "™ JUNE 2018

ERVICES BOARD

STATEMENT OF FINACIAL PERFORMANCE
For the Year ended 30t June 2018

Description

REVENUE
Operational Income
Grants

Other Incomes

TOTAL REVENUE

EXPENDITURE
Administrative Expenses
Board Expenses

Staff Costs

General Expenses
Operational Expenses
Project Costs

Finance Costs

TOTAL EXPENDITURE

Surplus/(Loss)before Tax

Notes

~N o O

14
15
10
18

Vo)

12
13

15,449,173
227,488,699
38,229,714
401 Q09 N74
351,753,524

29 140 909
/4,105,205

531,710,866

495,543,297

24,656,710
200,729,231

25,687,679
457,401,799
386,485,945
151,296,766

1,741,801,426

1

321,817,354
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COAST WATER SERVICES BOARD

__ANNUAL REPORT AND FINANCIAL STATEMENTS FOR TITE YEAR ENDED 30" JUN

E2018

2.2 STATEMENT OF FINANCIAL POSITION

As at 30t June 2

ASSETS

CURRENT ASSETS

Inventories

Trade and Other Receivables
Cash and Bank Balances
TOTAL CURRENT ASSETS
NON CURRENT ASSETS
Property, Plant and Equipment
Work in Progress

TOTAL NON CURRENT
ASSETS

TOTAL ASSETS

CURRENT LIABILITIES
Trade and other Payables

TOTAL CURRENT
LIABILITIES

Note
17 3,839,991
20 3,369,025,039
16 785,789,550
4,158,654,58C
18 2,702,182,126
19 7,446,600,926
10,148,783,052
14,307,437,632
21 1,200,750,669

1,200,750,669

NON-CURRENT LIABILITIES

World Bank Loan

TOTAL NON CURRENT
LIABILITIES

TOTAL LIABILITIES
NET ASSETS
ACCUMULATED SURPLUS

TOTAL NET ASSETS AND
LIABILITIES

22 11,464,257,010

11,464,257,010

4 IERele
58,385,917
8,020,890,083

11,915,148,370

1,129,754,947

9,191,715,426

9,191,715,426

1,593,677,998

1,593,677,998

The Financial Statements set out on pages 32 to 54 were signed on behalf of

Directors by:

\W;

(\‘Y’m\‘ K
Daniel M. Kihara
DIRECTOR

FTORUTT

TIVE OFFICER




COAST WATER SERVICES BOARD
ANNUAL REPORT AND FINANCIAL STATEMENTS FOR TIHE YEAR ENDED 30" JUNE 2018

2.3

Statement of Cash Flows
For the Year Ended 30" June, 2018

Cash flows from operating

activities
Notes
Surplus for the year
Adjust for:
Depreciation 14

Changes in Working Capital
Decrease/(increase) in Inventory
Decrease/Increase) in Trade and
Other Receivables
(Decrease)/increase in Trade and
Payables

Net cash flows from operating
activities

Cash flows from investing
activities

Projects/Work in Progress

Purchase of Computers, Furniture and

Equipment

Net cash flows from investing
activities

Cash flows from financing
activities

World Bank Loan

Net cash flows from financing
activities

Net increase in cash and cash

Equivalents

Cash and Cash Equi';valcnt at
1.07.2017 »

Cash and Cash' Equivalent at
20.06.2018

Kshs. (shs.
48,751,955 321,817,354
170,143,747 172,173,020
218,895,702 493,990,373

5,587,093 1,230,418
(268,224,,892) (567,847,120)

168,606,804

(191,642,077) (398,009,898)
27,253,625 95,980,476
(2,28R,215,009) (200,604,939)
(9,821,707) (1,678,229,393)

" (2,298,036,716) (1,878,834,332)
,272,541,584 2,438,078,556
2,272,541,584 2,438,078,556
1,758,493 655,224,699

N G I
/«',v'I/\-J.IUB/ lzt\,t‘)UD,J:ﬂ)

784,031,057

TR O KN
785,789,550



COAST WATER SERVICES BOARD
_ANNUAL REPORT AND FINANCIAL STATEMENTS FOR THE YEAR ENDED 30" JUNE 2018

2.4 STATEMENT OF CHANGES IN NET ASSETS
For the Year Ended 30 June 2018

Attributable to the owners of the contic

Accumulated surplus

Hshs
Balance as at 30.6.2017 1,271,860,644
Surplus for the period 321,817,354
Balance as at 1.7.2018 1,593,677,998
Surplus for the period 48,751,955
Balance as at 30.6.2018 1,642,429,953 1,642,422,953
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2.5 STATEMENT OF COMPARISON OF BUD " AND ACTUAL AM NTS
For the Quarter Ended 3(‘;1” June, 2018

& ec ;uipmcnt
Maintenance of buildings &
I I on

1,506,155

linic expenses 517,283

l Stetionery office 2,451,804 9,654

Depreciation of Motor Vehicles 47,284,770 34,770

! Depreciation of Furniture 692,890 )2, 890
l

DETAIL ACTUAL BUDGET VARIANCE
Bulk Water Sales 715,296,860 379,957 55,083,097
I Administration Fees 176,637,539 166,398,298 20,624,758
Grants from GoK Development 677,070,037 362,000,000 02,070,037)
Tender Sales 36,000 470,768 434,768
| l Rent Income 2,172,000 1,536,334 869,634
; Donations 2,702 000 0 (2,702,000)
Community water Receipts 1,153,400 O (1,153,400)
l Miscellaneous Income 4,969,J4‘+ 2,760,680 (2,709,244)
) Laboratory Income 186,000 104,738 (81,262)
TOTAL 1,580,223,760 533,650,775 (46,572,985)
I Overtime Allowance 1,436,273 0 (1,436,273)
Telephone, Fax, Internet, 1,919,569 3,000,000 1,080,431
Courier and email
' Travelling and accommodation 29,359,570 30,000,000 640,430 /
Travelling foreign 0 0 0
Subscription to newspaper 68,623 130,878 62,255
I Advertising & publicity 4,933,274 5,000,000 66,726
Trade show & exhibitions 3,752,533 4,700,000 947,467
World Water Day 4,891,099 -4,891,099
l World Bank operations 0 5,000,000 5,000,000
Hire of transport, equipment & 288,050 780,000 491,950
. machinery
' General office supplies 5,393,028 7,113,792 1,720,764
Laboratory expenses 952,645 1,000,000 47,355
Hospitality 1,653,138 4,124,134 2,470,996
l Fuel & lubricants 6,534,615 8,099,588 ,564,973
Oonations 0 100,000 100,0¢
Legal fees & related expenses 16,960,732 20,588,733 3,628, (
l Fines and penalties 0
Contracted professional services 76,228,421 €0,000,000 ,771,579
Audit fees 0 1,563,680 1,563,¢
l Maintenance expenses- vehicles 4,090,843 169,ﬂ9 2,078,"
Maintenance of office furniture 151,711 64,540 :
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Depreciation of Office

Equipment

Depreciation of Plant and

Machinery

Depreciation of Computers

Depreciation expense for

pipelines

Depreciation of Pumps

Depreciation of Bulk Meters

Depreciation of Water Tanks

Board expenses

Honoraria

Basic Salary

Medical Allowance

Commuter Allowance

Top up Allowances

Leave Allowance

Hardship Allowance

Acting Allowance

Airtime ‘Allowance

Training expenses

World Bank staff Training

Transfer Allowance

Special Duty Allowance

Employer NSSF Contributions

Employer Pension Contributions

Employer WSIP Pension

Medical Cover

Gratuity

Membership Fees, subscription

House Allowance

Staff Uniform

Pc cross cutting

Office electricity

Motor Vehicle Insurance

Resettlement Compensation

ecurity expenses

tlectricity — Operations

Chemicals & other related

Maintenance of water asset:

N r charges
Projects

Priority Project

| MA
1 Uam

4,092,051

17,360,125

107,562,343
6,058,950
13,659,867
797,556
2,358,865
4,877,400
452,554
2,256,000
3,572,875
16,002,433
186,862
66,835
491,800
3,733,590
9,087,846
9,397,997
5,796,453
500,280
38,433,533
1,078,660
716,000
775,580
2,945,082
21,718.254
12,7¢
390,799,365
18,285,7:
65,511,46¢

20 ‘
ZU 7

27,625,980

C4 1¢(

4,092,051

17,360,125

22,000
137,847,210
7,427,933
16,665,552
920,257
3,168,182
5,990,133
593,780
2,780,666
4,709,258
30,000,000
'249,14¢
561,220
561,220
15,000,000
0
11,000,000
5,986,950
500,000
40,000,000
1,500,000
3,500,000
622,702
3,069,211
25,000,000

149 390
9,39C

400,362,556

10 599 249
55,028,495
11 07/
207,87°
27,625.980

109 AD4

v,

NE 2018

0

522,000
29,884,868
1,368,983
3,005,685
122,701
809,317
1,112,733 f
141,226
524,666
1,136,383
3,997,567
62,287
494,385
69,420
11,266,410
9,087,846
1,602,003
190,497
(280)
1,566,467
421,340
2,784,000
(152,878)
124,129
3,281,746

L £Q2
) [ I B |
1 99Q; 352

9,563,191
1,306,628

0,482,969

U

U




'l Drought mitigation expenses

132,825,455 0
Equalization Projects 3,024,40( 0
3,950,846

j Taita Projects
Kwale Projects

Finance Charge

Small dams and pans
Il Bank charges & commissions

TOTAL 1,531,880,071

wl



=5

e S

Bed COAST WATER SERVICES BOARD
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: 2.0 NOTES TO THE FINANCIAL STATET I's

4

4 GENERAL INFORMATION
Coast Water Services Board is established by and derives its authority and acc

£ Water Act 2002, CWSB is wholly owned by the Government of Kenya an
CWSB’s principal activity is to ensure efficicnt. effective and sustainabie provisi »
affordable water services (defined o include sewerage) in its area of jurisdiction - Mombasa

F County, Taita Taveta County.Kilifi County, Kwale County, Lamu County and Tana Fiver County
) T \ COI N ASIS

Coast Water Services Board’s financial statecments have been prepared in accordance with and
comply with International Public Sector Accounting Standards (IPSAS). The financial statements
are presented in Kenya shillings, which is the functional and reporting currency of CWSB.

The financial statements have been prepared on the basis of historical cost, unless stated otherwise.
The cash flow statement is prepared using the indirect method. The financial statements are

prepared on accrual basis. J
3 ADOPTION OF NEW AND REVISED STANDARDS
i) Relevant new standards and amendments to published standards c(Tective for the year ended 30
June 2018
Standard B 7T_l.mp:lcl_ - ) f
| IPSAS 33:First time | CWSB adopted IPSAS in the vear ended 30.6 3014 and therefore
adoption of Accrual provision of first time adoption of accrual basis does not apply |
BasisPSAS | | ]
IPSAS;34 Separate The Board docs not have any subsidiaries , joint ventures or investments |
Financial statement " and therefore the standard does not apply ) j
IPSAS:35 Consolidate The Board does not have any subsidiarics . joint ventures or investments
Financial Statements and therefore the standard does not apply !
IPSAS:36 Investment in | The Board docs not have investments in associate joint ventures
| Associates and Joint :
Ventures o - , 7 - |
IPSAS:37 Joint The Board does not have an interest in a joint arrangement and therefore [
| Arrangements the standard does not apply
| IPSAS:38 Disclosurc of | The Board docs not have inicreat in other entiti ore the

| interest in other Entitics standard does not apply
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i) New Standards and Interpretation in usce issue but not yet effective in Year I'nded 30 June

2018

TPSAS 39: Employee Applicable ;1 Jar

Lo

£ ﬁumc date and i

iii) Early adoption of standards

npac

case they are treated similal
combinations arising {rom non — exchange trans
covered purcly under Public Sector combinations

t

AN10
LULS

encfits IPSAS 39 was to create convergence to changes
benefits. The main (H"\u ive is to ensure accuratc
to pension liabilities arising from the defined benc
| doing away with the corridor appr
IPSAS 40: Public Applicable 1 January 201
Scctor Combinations Covers public combin s \

v with IFRS 3 Riic
Iy WIth [ IKS 2 L2

Coast Water Services Board did not adopt any new or amended standards in yea

4. SIGNIFICANT ACCOUNTING POLIC
a) Revenue recognition

Revenues from lease fees and miscellancous

income have been recogniz

e N RN

9. Employes
mation relating |
cheme by ?

-Iioni n

inations and

tions which are

[gamations.

2018.

cd as exchangc

transactions. Grants for the donors and Government of Kenya have been recognized as non

exchangc transactions. Lcase fees Income is recognize

the Government of Kenya and other donors for specili

same period as the relevant expense.

bh) Budget information

The annual budget is prepared on the accrual ba «
presented in a single statement to determine the needs of the entity. As a rrr;ull of

N
Iplanncd co

' ‘f,;_\ ar in which itis
°1

1scs is recognized a

ie. A grant from

S mcome i the

na mcomc d

the adoption of

the accrual basis foi budgeting purposcs, there are no basis, timing or entity differences that would

scparate additional financial statecment in the stateme

amounts

c) Property, plant and equipmer

i'ix‘.lll(:l.nk,;[x. ! A1C ted at historica
Dej wion is calculated Reducing balance bt
idual value over its estimated usclul life as follow

require reconciliation between the actual comparable a

lai &
1N e Cos

nounts and the amounts
of comparison ol bt

presented a

idect and actual
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Equipment

g
Furniture, Fittings 12.5 %
Computers 33.33 %
Water Infrastructure 2.35%
Motor Vcehicles and Cycles 25 %
) fnve

Inventories are stated at the lower of cost and net realizable value. Cost is determined by First in
first out (FIFO) method. Net realizable valuc is the estimate of the r;clling ;i ice in the ordinary
course of business less the selling cxpense. Inventories are recognized as un cxpense when
deployed for utilization or consumption in the ordinary course of operations of the Lntity.

e) Provisions

Provisions are recognized when the Entity has a present obligation (legal or constructive) as a result
of a past event, it is probable that an outflow of resources embodying cconomic benefits or service
potential will be required to settle the obligation and a reliable estimate can be made of the amount
of the obligation.

Where the Entity expects some or all of a provision 1o be reimbursed, an
insurance contract. the reimbursement is recognized as a separate asscl v owhen  the
rcimbursement is virtua [ly certain.

The expense relating (o any provision is presented in the
any reimbursement.

rmance net of

statement of financial per

f) Contingent labilities
The Entity does not recognize a contingent liabilit ut discloses de of tingencies in
the notes to the financial statements, unless the possibilics of an outflow of cmbodying
cconomic benefits or service potential is remote.
i) Contingent uss

he Entity docs nize a contingent assot tils of &y
existence is contingent on the occurrence or NON-0CCUrrence of One or More Uncertain (e events
not wholly within the control of the Entity in the notes 1o the financial statc ( in
assets are assessed continually to ensure that developments are appropriately ted in the
inancizal statem {1t has become virt
service potential wi and the assct’s valuc ¢ wichably, the clated

FCVENUC are recoeni ¢ financial statemen ! n which the ¢
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1 Nature and purpose of reserves

The Entity creates and maintains reserves in terms of specific requirements. Entity to state the
reserves maintained and appropriate policies adopted.

1. i s TR N . in PR By ] "
Changes 1n accounting poiicices and esti

The Entity recognizes the effects of changes in accounting policy prospectived

m) Foreign currency transactions
Transactions in foreign currencies arc initially accounted for at the ruling rate of exchange on the
date of the transaction. Trade creditors or debtors denominated in forcign © ey are reported at
the statement of financial position reporting date by applying the exchange rate on that date.
Exchange differences arising from the settlement of creditors, or from the re; » of creditors at
rates different from those at which they were initially recorded during the period, are recognized
as income or expenses in the period in which they arise.

n) Borrowing costs

Borrowing costs are capitalized against qualifying assets as part of property, plant and equipment.
Such borrowing costs are capitalized over the period during which the asset is being acquired or
constructed and borrowings have been incurred. Capitalization ccases when construction of the

assct is complete. Further borrowing costs are charged to the statement of financial performance.

0) Cash and cash equivalents

Cash and cash equivalents comprisc cash on hand and cash at bank. Bank account balances
include amounts held at the various commercial banks at the end of the financial year. For the
purposes of these financial statements. cash and cash cquivalents also include short term cash
Imprests and advances to authorized public officers and/or institutions which were not

~ar

surrendered or accounted for at the end of the financial year.
p) Provisions
Provisions are recognized when the company has a leoal or constructive obligation as a result of

past events and it is probablc that an outflow of resources will be required to settle an obligation
and a reliable estimate of the amount can be made.

q)

Coast Watcr services board is a non-commercial st ation in the provision of essential

services. Provision for taxation has not been made.
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itical Accounting Estimates,

[n the process of applying the Board's acce

assumptions that affect the reported ai

asscts and liabilities as at the

| T 0 . .
and CXpenses auring tc reporung perio

The estimates and underlying assumptions are reviewed on

In the process of applying the |
determining:-

* Whether the assets are impaired:

» The classification of financial asscts:
* The going concern.

(b) Critical Accounting E

The key arcas of judgments and sources of uncertainty in estimation arc as

(i) Useful lives of property and Equipment

1dlCS 1N ACLCrmir g dl]

q 1 aecorintinm 1 I o) ¢
rates arc set out in the accounting policy (g) abe
gl Y8

> Board review > estimatcea uscel | “!\L‘\\

cetors
(11) Provision for Doubtful Debts

I'he Board reviews its travel advances portfolio t
for impairment of receivables is established wi
not be able to collect all amounts duc. Where nec
is madc in that year. iProvision for impairment

[Dircctors.

I's accounting p

period. During the financial year, no changes to the

ol the Iinancial statement

imates and Assumptions

omeoent
agment

m ol the a

I upon apj

poard ol

o —
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NOTE 6

Operational Income 2018 2017

Kshs. Kshs.
Bulky Water Sales 715,296,860 918,687,205
Administrative Fees 176,637,539 173,216,550
Total 891,934,399 1,091,903,755

The Board’s major sources of revenues are the water sales which arc carned from the sale
of water to the Water Service Providers and Administrative fees that is carned from the
lease of its assets to the Water Service Providers. The Board does not sale water directly to
the customers.

NOTE 7
Other Income

The Board earned miscellancous income from lLaboratory, rent collection from its houses

at Baricho, Shanzu and from sale of tender documents.

2018 2017
I Kshs Kshs
lLaboratory 186,000 147,000
Rental Income 2,172,000 414,000
l I Tender Sales 36,000 293,000
Miscellaneous income 9.064,384 7,184 959
| Total 11,458,384 8,038,959
l ' NOTE 8
Grants
1 l v 2018 2017
l Kshs Kshs
Government of Kenya Development 7,070,037 (
i TOTAL 677,070,037 963.676.,066
it |
i
1}
|
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Gt

Gﬁ,}.

. NOTE 9

Operating Expenses 2018 2017
( Kshs K:
‘ Electricity 390,799,366 356,550,190

Water Use Charges 17,285,524 21,122,838
Q%5

Cost of Specialized Materials 18,285,720 27.174.631

Maintenance Of Water Assects 65,511,464

9]
~J

Total 491,882,074 457,401,799
NOTE 10
Staff Cost 2018

Kshs Kshs

S

Salaries and Wages 190,160,378 183,026,111
Staff Lcave Allowance 2.358.,865 2,235,556
Other Staff” Allowances 9.397.694 774,225
Staff Training 19,575,308 6,583,531
Gratuity 5,796,453 1,109,808

Total 227,488,698 200,729,231

NOTE 11

General Expenses 2018 2017
<shs hs

Office | ]ulr'icily 775.580 403,187

Motor Vchicles Insurance 2,945,082 6.596.614

12 & CA

I compensatiol !

Security loxpense 790,797 ).202.701

Total 9,714 87.679

oy e EXEN RETER [ g L onts § bl its ]
o
~J
Wi




COAST WATER SERVICES BOARD

NOTE 12

Project Costs 2018

Kshs
Lamu Projects 207,875
Small dams and Pans 1,475,265

Mkanda Dam 151,109,424

132,825,455

Drought mitigation 32,825,

wn

Equalization 3,024,400
Marikani — Kiddp project 0
Taita Projects 3,950,846
Priority Projects 27,625,980
Kwale Projects

Total 351,753,524

NOTE 13
Finance Cost 2018

Kshs

Financing cost 72,169,028

NOTE 14

Administrative Expenses 2018
Kshs
Telephone, Fax, Internet, Courier & Ema 1,919,569

Travelling and accommodation- local 29,359,570

Travelling & accommodation foreign 0
Overtime Allowance 1,436.273
Subscription to newspaper & magazin 6

Advertising & Publicity 4.933,274
I'rade show and Exhibition 3,752,533

World Bank Operation:

ANNUAL REPORT AND FINANCIAL STATEMENTS FOR THE YEAR ENDED }();'7“ JUNE 2018

2017

Kshs
12,905,514
18,881,719
98,128,384
82,089.843
0
4,499,542
52,856,621
27,824,792
89,299,532
386,485,945

2017
Kshs

151,296,766
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World Water Day

Hire of transport equipment & machincry

General office supplies
lLaboratory expenses

Hospitality

Donations

[Fuel & Lubricant

Legal fees & related expenscs
Bank charges

Contracted professional services
Audit fees

Maintenance expenses — vehicles
Maintenance of office furniture &
cquipment

Maintenance of buildings & stations
Baricho Clinic Expense
Stationery office

Depreciation

TOTAL

NOTE 15
Board Expenses
Board Allowances

Honoraria

TOTAL

4,891,099
288,050
5,393,028

6,534,61
16.960,73
1,205,354
76,228,421

4,090,845
451,711
1,506,155
517,283
2,451,804
170,143,747
334,738,473

2018

Kshs
15,449,173
0
15,449,173

ANNUAL REPORT AND FINANCIAL STATEMENTS FOR TITE YEAR ENDED 30™ JUNE 2018

166,500
3,876,739
19,568
.890.514
400,000
194,700
,964.,055
390.449
182,940,486
1,172,760
7,414,614

1,222,399

W W

736,612
740,000
3,528,035
172,173,020
495,543,297

2017

Kshs
24,169,510
487,200
24,656,710
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NOTE 16
Cash and Cash Equivalent

Development
Operations

KWSP

LLoan repayment
Projects

World Bank IDA —4376KE
Drought Mitigation
Administration Fces
Unicef

World Bank — AF
[taly Debt

Bulk

Equalization

KCB KISSIP

Total

NOTE 17

Inventories

Machinery, Pipes and Fittings
Chemicals

Stationery

Telephone ,FFax

Maintenance Motor Vehicle
General Office Supplies
Drought Collapsible Tanks

Total

2018

187.962.970

wm N
W

oW

»)
O W

83,883,435

151,468

449,079,271

21,732,957
12,875,539
12,534,892
785,789,550

2018
Kshs.
3,431,177
0

408,814
0

3,839,991

2017

257.009.577
931,616
35,093
4,306,707
63,755,736
109,478
42,069,434
678,332
187,472
385,205,114
100,969

0

0
29,641,528
784,031,057

2017
Kshs.
4,081,798
0
1,361,471
0

42,500
101,515
3,840,000

9,427,084
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NOTE 18

Property, Plant and Equipment

o Furniture | [ Water T Land
Motor Office and Water | Infrastructure
S Vehicles Computers Equipment | Fittings | Equipment B fal B
As al |
| 1.7.2015 163,736,212 | 37,163,721 36,824,357 17,685,461 | 386,093,556 | 1,080,172,125 | 150,000 21,825,432
_Additions 98,294,280 1,294,900 N R 1,217,409,009
As at 30.6 ‘
2016 262,030,492 | 38,458,621 | 36,824,357 | 17,685,461 | 386,093,556 | 1,080,172,125 | 150.000 1821414612 |
Additions 907,860 629,800 52,010,710 | 1,624,681,024 1,678,229,394 |
As at
30.6.2017 262,030,492 | 39,366,481 37,454,157 17,685,461 | 438,104,266 2,704,853,149 | 150,000 3,499,644,006
Additions 1,827,809 676,000 52,432 7265466 | N 9.821,707
As at
30.6.2018 262,030,492 | 41,194,290 | 38,130,157 17,737,893 | 445,369,732 | 2,704,853,149 _150,000 _3,5()‘),%»5,71_3_7_
Depreciation | .
As at | 1
172016 | 88,667,306 | 30,855,535 | 11,866,594 | 7,816,325 | 162,999,679 | 27,004,303 B | 329,209,742
Charge for | ‘ ‘
(theyear | 53.020,548 | 6,736,627 | 4,862,675 | 1435388 | 42,697,537 | 27.004303 | 135,757,078
| Asat | | | | |
30.6.2016 | 141,687,854 | 37,592,162 | 16,729,269 | 9251,713 | 205,697,216 | 54,008,606 | | 464,966,820
. : } ; J‘
Charge for | [
| theycar | 48484208 | 734254 | 4,843,988 | 1435387 | 49,053,764 | 67621529 | | 172,173,020
As al | | [ ‘
30.6.2017 190,172,152 | 38,326,416 | 21,573,257 | 10,687,100 1_25-1,75():)8(' _L]ZI,({ZQ,f) S | ] 637,139,840
Charge for 1 | | 170,143,747
the Year 47,284,770 1,98,987 4,092,051 692,890 49,353,720 “ 07,621,329 . N S
As at | ‘ | | 807,283,586 |
30.6.2018 | 237,456,922 | 39,425,403 25,665308 | 11,379,990 | 304,104,700 189,251,264 I | |
Net book | ‘ | ‘ | J
Value . R . . | ! ) | o |
‘ | | J ‘
As at : | ? ! ‘ |
3062016 | 120,342,638 | 866,459 | 20095.088 | 8 | 180,396,340 | 1026163519 | 150,000 | 1356442292 |
As at ; [ I | !
30.6.2017 71,858,340 1,040,065 ; 15,880 .9( 183,353,286 ! 150,000 12
S R ] ) | i . |
i | } | | |
As at ! | [
30.6.2018 L 24,573,570 | 1,768,887 12,464,849 6,357,903 | 141,265,032 A85 1 150,000 | 2,702,182,
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NOTE 19

Work In Progress

Balance b/f

World Bank Informal

World Bank — wsp

World Bank — Bulky

World Bank — Drought
World Bank —Capital Works
World Bank wip Baricho

World Bank wip msa lot .2
World Bank Taveta

World Bank Sewarage

World Bank Kibokoni

World Bank Bura

World Bank Wajir Dadaab
World Bank Baricho Lot 3
Transfer to Water Infrastructure

Total

5,158,385,917
57,709,09¢
100,170,342
109,309,140
369,516,1
4.605,83:
250,371,661
265,042,162
5,086,036
70,531,467
17,099,630
5,004,707
184,228,009

849,540,817

7,446,600,926

2017

Kshs.
4,957,780,977
115,031,232
98,683,400

268,274

I

o)
n

~J

244,846,957
47,127,047
288,979,679

247,240,320
75,928,274
97,795,283
14,848,010
17,416,236
0

121.252
121,252

(1,624.681,024)

5,158,385,917
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/ 2018
NOTE 20 Kshs K

=z
~

Trade and Other Reccivables

Mombasa Water and Scwerage Company Ltd 359,401,34 1,319,
Malindi Water and Scwerage Company 1Ltd 501,326,555 466.2(

Kilifi Mariakani Water and Scwerage 1.td 585,294,551 526, 1 35
Taveta Water and Sewerage Company Ltd 179,722,304 411,412,349

1IN

Lamu Water and Sewerage Company Ltd 11,057,729 8,356,686
Tana Water and Sewarage Company 864,000

Salary Advances 537.641 1,844,199 /

I Kwale Water and Scwerage Company [.td 117,589,376

Prepaid Internet Services

Prepaid Medical Cover 4,398,045 1,999,952
Prepaid Motor Insurance ;575,575 2.486,5
Staff Imprest 7.457.91 5.386.485
TOTAL 3.369,025.069 3.100,800,147
NOTE 21 ‘
Trade and Other Payables 2018 2017 '
Ksh Kshs
‘
Creditors (3¢ 97711 |9 :
Audit Fees payable 1,433.761 5,319,720 '
Paymaster General 52,453.858 54,587.916
lima and Other Deduction: 92,741 !
TOTAL 1,200,750.668 ‘ 1,129,754,947
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NOTE 22

2017
World Bank Loan hs Kshs
Balance B/F 9,191/ 126 6,753.636,870
Disbursements 1,450,931.171 1,672,644.724
Disbursement Direct 821.610,413 765,433,832
TOTAL 11,464,257,010 9,191,

Financial Risk Management
Financial Risk Management Objectives and Policies

CWSB considers risk management to be an integral part of good management practices and a
significant aspect of corporate governance. Effective management of risk will contribute towards
achievement of the Board’s objectives.

The Board’s approach to risk management is based on risk governance structures, risk management
policies, risk identification, measurcment, monitoring and reporting. The risk management policies
and systems are reviewed regularly to ensure they are in tandem with the micro and macro
environment, regulatory guidelines, industry practice, market conditions as well as the services

offered.

This risk management framework captures the following among other things:-
* The Board’s risk appetite and parameters;
* The Board’s risk matrix that highlights the rating of risks;

The structure of managing risks and accountabilitics;
* The processes, procedures and reports that manage risks;

‘The Board’s core business involves major engagements with financial transactions and processes
which pose certain risks. Three types of risks are reported as part of the risk profile namely
operational, strategic and business continuity risks

i) Operational risks are events, hazards, variances or ‘opportunitics which could influence the

achicvement of the Board’s compliance and operational objectives.
i) Strategic risk is a significant unexpected or table change
factored into the organization’s strategy and busincss model which could | mpact on the

entity’s performance.

1) Business ce
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influence the continuity of the entity.

One of the key risks the Board has identified in both the operational and strategic arcas is the
sustainability of the Administrative fee receivable in the provisions of the Water Act 2016
Iinancial risk as defined in IPSAS 15 and the management thereof, form part of this risk arca

The Members of the Board have the overall responsibility for the establishment and oversight o
the Board’s risk management framework. The Board has delegated its risk management to the
*Audit and Risk Committee’. One of the responsibilities of this committee is to review risk
management strategics in order to ensure business continuity and survival. The Board’s exposure
to risks, its objectives, policies and processes for managing the risk and the methods used to
measure it have been consistently applied in the years presented, unless otherwise stated. The
Board aims therefore to achieve an appropriate balance between the risk and return and minimize
potential adverse effects on its financial performance.

The financial management objectives and policies are as outlined below:-
(a) Liquidity Risk

Liquidity risk is the risk that the Board will not have suflicient financial resources to meet its
obligations when they fall due or will have to do so at excessive costs. This risk can arise from
mismatches in the timing of cash flows from revenue and capital/operational outflows, asscts and
liabilitics according to their maturity profiles and can occur where cash flow streams have been
discontinued, etc.

The objective of the liquidity and funding management is to ensure that all foresceable operational,
capital and loan commitment expenditure can be met under both normal and stressed conditions
and the mismatch is controlled in line with allowable risk levels. The Board has adopted an overall
balance sheet approach which consolidates all sources and uscs of liquidity, while-aiming to
maintain a balance between liquidity, cash flows and interest rate considerations.

The Board’s liquidity and funding management process includes:-

* Projecting cash flows and considering the cash required and optimizing the short term
requircments as well as the long term funding,

« Maintaining balance sheet liquidity ratios,

+ Maintaining/soliciting for a diverse range of funding sources with adequate back up facilities.

* Managing the concentration and profile of debt maturities, where applicable,

+ Maintaining liquidity and funding contingency plans.

(b) Market Risk

Market risk is the risk that the fair value of future cash flows of Minancia! instruments will fluctuate
because of changes in foreign exchange rates. prices and inter objective of mu
risk munagement policy is to protect and cnhence the Statements nancial Position and

ce by managing and controlling market risk exposures within acccptable parameters. and

performa
s and facilitate capital nsion. The Board

o optimize the funding of business operati
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exposed to the following market risks:-

(i) Currency Risk
The currency risk is minimal as most of cash and cash equivalents held with banks are dominated
in Kenya Shillings.

(ii) Price Risk
The revenue source for CWSB is the administrative levy which is dernominated in Kenya Shillings.

The exposure arises where the contract prices are denominated in foreign currencies for the
development funded projects. This is mitigated by enforcing dircct payments so as to reduce the

exposure. Price risk is therefore rated as minimal.

(iii) Interest Rate Risk
The Board’s financial condition may be adversely affected as a result of changes in interest rate
levels. The interest rate risk is minimal as the Board does not have any borrowings.

(¢) Operational Risk

Operational risk is the risk of direct or indirect loss arising from a wide variety of causes associated /
with the Board’s processes, personnel, technology and infrastructure and from external factors

other than credit, market and liquidity risks such as legal and regulatory requirements and generally
acceptable standards of corporate behavior.

The Board secks to ensure that key operational risks are managed in a timely and effective manner
through a framework of policies, procedures and tools to identify. assess, monitor and report such
risks.

The Board’s objective is to manage operational risk so as to balance the avoidance of financial
losses and damage to the Board’s reputation with overall cost effectiveness

Related Party Balances

Nature of related party relationships

Entities and other parties related to the entity include those parties who have ability to exercise
control or exercise significant influence over its operating and financial decisions. Related parties

include management personnel, their associates and close family members.
The entity is related to:

i) The National Government;

i) Ministry of Water and Sanitation:
i) Vater Services Regulatory Board
iv) Wauter Service Providers:

V) 1 ment;







