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I. KEY ENTITY INFORMATION AND MANAGEMENT

(a) Backgroundinformation

AthiWater Services Board is a state corporation established under the Water Act 2002 vide Gazette Notice N0.1775 of

21st March 2003 and licensed by the Water Services Regulatory Board (WASREB). The cunent licence is for a term of 10

years commencing 8h February 2010.

(b) Principal Activities

The principal activity of the Board is to ensure efficient, effective and sustainable provision of quality and affordable water

services (defined to include sewerage) in its area of jurisdiction - Nairobi County, Kiambu County and Gatanga Sub County

of Muranga County.

The key responsibilities of Athi Water Services Board therefore include:

i) Ownership and holding of water and sewerage assets/infrastructure on behalf of the National Government.

ii) Planning, development and expansion of water and sewerage infrastructure on behalf of the National

Government.

iii) Assisting the County Governments within its jurisdiction, during the transition period, in contracting out water

and sewerage services provision to Water Services Providers (WSPs) and in the monitoring of water and

sewerage services provision,

(c) Key Management

The entrty's day-to-day management is under the following key organs

- Chief Executive Officer

- Head of Planning and Engineering Services

- Head of Corporate Services

- Head of Finance and Strategy

(d) FiduciaryManagement

The key management personnel who held office during the financial year ended 30h June 2017 and who had

direct fiduciary responsibility were:

No

1.

2.

3.

Designation

Chief Executive Officer

Head of Planning and Engineering Services

Head of Finance and Strategy

Name

Eng. MichaelM. Thuita

Eng. Joseph Kamau

Ms. Rose Nyaga

iilPage
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(e) Fiduciary Oversight Arrangements

The ulttmate oversight authority of Athi Water Services Board is exercised by the Board of Directors through the Full
Board. To ensure that good corporate governance is enhanced and that power is properly exercised in the steiardship of
the corporation's total portfolio of assets and resources to maintain stakeholder value, the Board of Directors has
established three committees:

(i) Finance, Human Resource and General Purpose Committee
(ii) Audit, Risk and Governance Committee
(iii) Planning and Development Committee

(f) EntityHeadquarters

Athi Water Services Board
P.O. Box 45283-00100 cPO
Africa-Re Centre, 3d Floor
Hospital Road-Upper Hill
NAIROBI

(g) Entity Contacts

Telephone: (zil) 020 272429213
E-mail: info@awsboard. go.ke
Website: www. awsboard.go. ke

(h) Entity Bankers

1. Kenya Commercial Bank
Kipande House Branch
NAIROBI

3. NIC Bank
Upper Hill

NAIROBI

(i) !ndependentAuditors

Auditor General
Kenya National Audit Office
Anniversary Towers, University Way
P.0. Box 30084
GPO 001 00

Nairobi, Kenya

(j) PrincipalLegaladviser
The Attorney General
State Law Office
Harambee Avenue
P,O. Box 40112
City Square 00200
Nairobi, Kenya

2. Cooperative Bank of Kenya
University Way Branch
NAIROBI.

4. Chase Bank
Upper Hill

NAIROBI
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II. THE BOARD OF DIRECTORS

The Board of Directors who held office du the were:

Chairman of the Board; Born 1970; Holds Bachelor of

Business Administration and currently undertaking an

MBA.

Appointed 22nd January 2016

Wachira M. Keen

Born 1955, A successful businessman. Has Experience in

the Construction lndustry and has served in the Economic

Stimulus Program and CDF at the constituency level.

Appointed on 17th April2015

Mr. Joe Kinuthia Kibochi

Born '1967; lT specialist with specialization in data
processing. Has worked in the Motor Vehicle lndustry

Appointed on 17t' April 2015

Mr. Samson Ojiayo
Born 1965; Director of Water Services in the State

Department of Water, Ministry of Water and lrrigation,

Holds MSc in Civil Engineering, is professionally qualified,

and has ouer24 years'experience.

Appointed 17th April 2015

Eng. Lawrence Simitu

Born 1965, An Economist. Alternate Director representing

the Principal Secretary of the National Treasury.

Appointed 17th April 2015

Mr. Francis Anyona - (Representing Dr. Kamau

Thuqqe PS National Treasury)

-t

Born 1976 and a successful businessman; Has experience

in the security industry.

Appointed 9th October 2015.

Mr. Billy Arocho Otunga
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\

Mr. Francis Kariuki Muheria

Born 1960 and holds a certificate in computer
programming.

Appointed 9th October 2015

Ms.

Born 1967; Holds a Bachelor of Commerce, currently
undertaking a Master in Business Management.
Appointed 9th October 2015.

Mr. Ben O.

Born 1962; Holds Bachelor of Commerce (Banking);
Appointed 9th October 2015.

Mr. Richard Kimani

Born 1972; Holds Bachelor of Science Mechanical
Engineering and an MBA.
Appointed 9th October 2015.

Ms. Ann ru Mu

Born 1988; Holds Bachelor of Education.
Appointed on th October 2015.

/

Mr. Joshua Mutoto Werunga

Born 1974; Holds Bachelor of Business Management.
Appointed th October 2015.
Retired in l,Aay 2017

Ms. M Mwago

Born '1969; Holds a Bachelor Degree in Human Resources
Management and a Master in Project Planning
Appointed on 9m June 2016

vll)agc
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Born in 1979; holds a Bachelor in Law, Diploma ln Law,

Masters ln lnternational Conflict Management, Masters ln

Public Policy Management and is a member of ICPSK

member number 3157

Ms. Enfly Muthio Mulat ta
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III. KEY MANAGEMENT TEAM

Name Responsibilities and qualifications

d{l-

\

+

Eng. MichaelM. Thuita

Eng Michael Thuita is the current Chief Executive Officer.
He holds a Bachelo/s Degree in Agriculture Engineering and is
registered with the Engineers Registration Board and lnstitution of
Engineers of Kenya.

Eng. Thuita has more than 20 years practical Engineering and
management experience in Water, lrrigation and Natural Resources
He was appointed on 6th June 2017

Eng, Malaquen Milqo

Eng. Malaquen Milgo was the Chief Executive Officer for the
financial year 2016-17 and he retired on June 12th 2017.
He holds a Bachelo/s Degree in Civil Engineering and is registered
with the Engineers Registration Board and lnstitution of Engineers of
Kenya.

Eng. Joseph Kamau

Eng. Joseph Kamau is the Head of Capital Planning and
Engineering.
He holds a Bachelo/s Degree in Civil Engineering and is registered
with the Engineers Registration Board and lnstitution of Engineers of
Kenya.

Eng. Kamau has more than 20 yea/s practical Engineering and
management experience in Water.

CPA Michael Kimotho

CPA Michael Kimotho is the Acting Head of Finance and Strategy.
He holds BA (Economics) and Masters ln Business Administration
from the University of Nairobi.

He is a Registered member of the lnstitute of Certified Public
Accountants and also a certified lnformation Systems Auditor
He has over 15 years'experience in Finance in both Public and
private organizations.

CPA Rose Nyaga,

CPA Rose Nyaga was the Head of Finance and Strategy.
She holds Bachelors of Commerce and Masters ln Business
Administration from the University of Nairobi.
She is a Registered member of the lnstitute of Certified Public
Accountants.
She has over 20 years' experience in Finance in both Public and
private organizations.

Ms. Emily Muthio Mulatya

Emily M. Mulatya is the Ag. Corporation Secretary
She holds a Bachelor in Law, Diploma ln Law, Masters ln
lnternational Conflict Management, Masters ln Public Policy
Management and is a member of ICPSK
She has over 10 years' experience in both private and public
organizations
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IV. STATEMENT BY THE CHAIRMAN

Let me at the outset, say how delighted and with great humility I am to report on the great year it has been for Athi Water

Services Board.

We maintained our focus on executing our mandate based on our key strategic objectives and strategic intent of

maintaining leadership of Athi Water as a premier institution and centre of best practice in bulk water infrastructure

development.
ln this financial year we achieved great milestones which include but not limited to:

. Preparation of a New strategic plan 2017-2022 which articulates a comprehensive roadmap for the next five

years, and outlines the short and medium strategies for AWSB.

. Enhancing the quality management system of Athi Water Services Board and crowning it with the lS0 9001:2015

certification.
. Mobilising resources for construction of two new large dams which will increase the water available by

'l00,000cubic meters.

Economic review
Kenya's Gross Domestic Product (GDP) in the year 2016 was reported as 5.8 per cent compared to a revised groMh of

5.7 per cent in 201S.The performance was driven by a stable macroeconomic environment and significantly improved

performance of agriculture, construction, finance, insurance and real estate sectors. This was despite inflationary

pressures and volatility in foreign exchange rates. We remain upbeat of monetary policy measures currently in place which

continue to support the local unit and to anchor inflation expectations. The overall expenditure on water and related

services is expected to increase by 32.2 per cent from Ksh 41 .3 billion in the 2015/16 to Ksh 54.6 billion in the 2016/17.

Economic groMh in 2017 was influenced more by the domestic factors than external ones. The long rains were delayed

and depressed in 2017, and this had a direct negative impact on growing of crops, production of livestock and its products,

electricity generation and water supply.

It is worth noting that industries that include the water supply, sewerage, waste management and remediation activities,

recorded growth in employment of 14.3 per cent.

Key Regulatory Highlights
The regulatory environment remains an area of significance to our operations. During the period under review The

Government enacted the Water Act 2016 with a focus on improving water storage, strengthening regulation, creating

viable water utilities and improving sector planning. Under the Act, sector coordination between the National Government

and the County Governments under devolved water services provision will be enhanced.

Corporate Governance
The Board has conducted its business with the objectives of ensuring that AWSB is properly managed to protect and

enhance stakeholder interests, and that AWSB, its directors, officers and employees operate in an appropriate

environment of corporate governance.

The Board has continued to improve its framework for governing AWSB which includes adopting internal controls, risk

management processes and corporate governance policies and practices, designed to promote responsible management

and ethical conduct,

Our stakeholders both internal and external are a key pillar to our survival and therefore on behalf of the AWSB board of

directors I would like to thank each and every one of them for the confidence they have shown in Athi Water Services

Board. I also wish to appreciate and thank the Government of Kenya for its goodwill and invaluable support to make our

goals a reality.

lmplementing our Strategy
Developing innovative and sustainable water services solutions that transform life and inspire progress underpins our

corporate mission. ln the period under review, we continued implementation of our water Masterplan, specifically the 4th

Nairobi Water supply to improve water supply to Nairobi City by 140,000 cubic melers of water per day. Additional

financing for large storage capacity dams were finalised with various financiers and its anticipated they will be rolled out in

the Financial year 2017-18.

Stakeholder Relations

viiill'}lgc
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The Board consults regularly with a variety of stakeholders, including consumers, community leaders, the public, water
sector players, County Governments, water service providers, development partners, National Government and
State/Public Agencies. Our stakeholders are integral participants in the long-term planning and solutions of all our
initiatives. We have a rigorous stakeholder engagement process based on principles of inclusiveness, accessibility,
transparency and positive contribution.
These principles provide the foundation on which all our stakeholder endeavours are based.Our trust-based approach to
stakeholder relations provides continued support for our operations and the opportunity to grow our business. Being a
good neighbour is a responsibility we take seriously. Earning the trust and support of stalieholders is fundamentai to
meeting this responsibility,

Looking Forward
We closed the financial year having surpassed our targets in the previous strategic plan. We have developed a new
strategic plan full of hope for the future. The Water Act 2016 gives us hope that we have a prosperous future ahead of us
that is full of opportunities. The strategic direction adopted by the AWS Board and management will continue to
transforming lives and inspire progress.

T

M. KEEN
CHA!RMAN
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V. STATEMENT BY THE CHIEF EXECUTIVE OFFICER

lntroduction
I am pleased to present the Athi Water Services Board (AWSB) Annual Report for the year ended 30th June 2017.

Dear valued stakeholders, despite 2017 being a challenging year faced by Athi Water Services Board (AWSB), the

institution continued to deliver on its promises and is on course to deliver sustainable growth by investing for the future.

Ours is an exceptional lnstitution with an extraordinary heritage and a promising future. Last financial year was a period of

profound political and economic change around the world and in the country. AWSB remained steadfast in its dedication to

the clients, communities and counties that we serve. We ensured value for money in delivering our mandate to the

satisfaction of our stakeholders and development partners. I am glad to confirm that the financial year 201612017 was

another breakthrough year for Athi Water Services Board.

Maintaining our leadership position
We're proud to be recognized as leaders within our industry. AWSB has consistently achieved excellent score from the

Commission of Administrative Justice (CAJ). At the same time, more and more companies are seeing the benefits of

saving costs, reducing risk and adding value to their brands by mainstreaming sustainability. To maintain our leadership

position, we must raise our commitment to the next level, integrating all relevant aspects - from human rights to service

delivery - into the business to build trust with consumers, customers and employees.

Project lm plementation

Ouiability to successfully plan and implement water projects was evident again in 2U7.fhe Government and

Development Partners not only entrusted AWSB to implement projects within its area of jurisdiction (Nairobi, Kiambu and

Muranga counties) but also projects in other Water Services Boards' areas. AWSB continued to implement the 4th Nairobi

Water Supply Development Project, a Vision 2030 project that will transform the water situation in Nairobi City, the

Business'Hu-b for East Africa. The project is being implemented with support from GoK, the lDIVWorld Bank, the French

AFD France and the German KfW, During the Year AWSB was also entrusted by the National Government to implement

the Kenya Towns Water and sanitation program financed the African Development bank (AfDB).

Sustainability
Sustainability has been an integral part of our identity for a long time. For us to be successful over the long term, a balance

has to be struck between economic, ecological and social aspects in all our decision-making processes and concrete

added value has to be generated for the key stakeholders. We realize our social responsibility within the scope of our

global social projects relating to the water and sanitation facilities, as well as in cooperation with partners. We aim to

iransform our society through corporate social investment in education, health and developmental projects; as well as

through increased allocation of procurement of goods and services to Kenyan residents and giving more emphasis to

gendlr mainstreaming and marginalized groups. Our direct contribution to the latter is through the rollout of GoK Policy of

illocating 30% of tenders to the youth, women and persons with disability. AWSB continues to undertake Strategic

Environmental Assessments (SEA) to not only protect the environment, but also promote sustainable development

Capital Resource Management
The staff of AWSB are a critical asset of the institution. Our people management strategy focuses on driving a culture of

performance and creating a productive workforce which includes building a strong, skilled and proactive team in order to

sustain our business. We aim to recruit, develop and retain appropriately skilled, committed, engaged and accountable

employees.
Oui numan capacity readiness focus aims to close skills gaps by coordinating, integrating and addressing employees'

development needs. We acknowledge the importance of training and continue to ensure that our employees are suitably

equipped for their roles.

Our commitment
At AWSB we aim to deliver a safe, reliable and value-for-money service for our stakeholders. We must also ensure that we

are able to provide adequale returns and Value for Money to the public, our Government and Development Partners as

they provide the capital that we require to fund continued investment in developing and maintaining the infrastructure

network.

xll'agc
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Appreciation
I wish to convey my gratitude and appreciation to the Board of Directors, the Great Athi Team (GAT), the Ministry of Water
and lrrigation, the National Treasury, Development Partners, County Governments of Nairobi, kiambu and Muranga;
Development Partners, WSPs and all stakeholders for working with us to move towards our vision.

!g q. committed to operating within our financial means and in a way that does not compromise the sustainability of our
AWSB.

Together, and with support of the National Government, we will continue to seek financial solutions that ensure we remain
sustainable and able to deliver on our mandate,

ENG. CHAEL M. ITA
CH!EF EXECUTIVE OFFICER
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VI. CORPORATEGOVERNANCESTATEMENT

!ntroduction
The Board is committed to maximizing business performance, generating appropriate levels of stakeholde/s value and

financialreturns, and sustaining the growth and success of AthiWater Services Board (AWSB). ln conducting business in

accordance with these objectives, the Board seeks to ensure that AWSB is propedy managed to protect and enhance

stakeholder interests, and that AWSB, its directors, officers and employees operate in an appropriate environment of

corporate governance.

The Board has in place a framework for governing AWSB which includes adopting internal controls, risk management

processes and corporate governance policies and practices, designed to promote responsible management and ethical

conduct.
Essential 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 Directo/s Code of Conduct and Ethics. AWSB is

in compliance with the governance tenets of the recently developed "Code of Governance for Government Owned

Entities", Mwongozo. The Mwongozo offers a corporate governance code for all state corporations in which Government

holds ownership.

Athi Water Services Board is committed to ensuring compliance with the provisions of Water Act 2002 among other

regulatory and supervisory corporate governance requirements.

Board Organization and Structure
Roles and responsibilities of the Board and management

The Board provides overall strategic guidance for Athi Water Services Board and effective oversight of management.

Responsibility for the governance of AWSB, including establishing and monitoring key performance goals, rests with the

Board. The Board monitors the operational performance and financial position of AWSB, as well as overseeing the

business strategy, and approving strategic goals. ln performing its role the Board is committed to sound corporate

governance practices.

ihe Board Charter articulates the Board's roles and responsibilities, its membership and operation and which

responsibilities may be delegated to committees or to management. Specific responsibilities have been reserved by the

Board in key areas of strategy, governance, execulive appointments, financial approvals and reporting, disclosure and risk

management. The Board has established three standing committees to assist in performing its responsibilities by

examining in detail particular issues and making recommendations to the Board, A description of these committees can be

found on page xiii to xiv.

The Chief Executive Officer has responsibility for managing the day{o-day affairs of AWSB. The Chief Executive Officer

manages AWSB in accordance with the Board-approved corporate plan, the corporate strategy and policies, and within the

risk appetite set by the Board. A detailed delegation framework defines the decision-making and expenditure limits which

apply at various levels of management.

Key areas of focus for the Board in 201G2017 Financial year included:
. Chief executive officer succession and appointment of the new Chief Executive Officer
. Strategy, corporate plan, budget and performance targets
. Oversight of business performance
. Full year and half year financial results and monitoring results against guidance provided to the market
. Annual review and update of the strategic risk framework
. Oversight of key projects funded by the Government of Kenya and development partners

. Customer proposition, engagement and experience

. Regulatory compliance

. Corporate governance matters

. Remunerationframework

Board Size, Composition and Appointment
The structure of AthiWater Services Board starts with the Board of Directors comprising of 13 members: 10 independent

directors, 1 director representing the Ministry of Water and lrrigation, 1 director representing the National Treasury and the

Chief Executive Officer - a non-voting member. Each member serves for a maximum of two terms of three (3) years each.
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The Chairman of the Board is appointed by the President from among the eight members from the private sector. Names
of all members and changes thereto are published in the Kenya Gazette.
The public sector representatives are the permanent secretaries or designated alternates not below the level of deputy
secretary from the ministries responsible for matters relating to Water affairs and finance. The representatives from the
private sector are appointed by the Minister to represent various stakeholders.
The Board is well composed in terms of range and diversity of skills, knowledge, age and experience in various sectors
which makes it effective and provides an appropriate balance for the oversight of the Board's mandate. On gender, the
Board has three (3) women out of twelve (12) members from the private sector.
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.

The directors' abridged biographies appear on pages iv to v of this Annual Report. The Board membership is shown on
page xiii' Details of directors'attendance at Board and committee meetings during the year ended 30 June 2017 is on
page xiii to xiv

lndependence, Separation of Roles and Responsibilities
lndependence
Directors are expected to bring an independent judgement to bear on all Board decisions. A director is considered
independent if the director is a non-executive director who is not a member of management, and is free of any business or
other relationship that could materially interfere with the exercise of their unfettered and independent judgement or could
reasonably be perceived to do so. Each director provides periodic updates of their interests, positioni, associations and
relationships, and the Board regularly assesses the independence of each director in light of t'he interests disclosed. The
Board has assessed the interests, positions, associations and relationships of each direitor as at the date of this report. lt
has determined that all of its non-executive directors are independent and were independent during the reporting period.

Separation of Roles and Responsibilities
The Board does not consider the Chief Executive Officer to be independent as this is an executive role. All Directors
except the Executive Director are non-executive directors. The non-executive directors are independent of management,
they appoint the Chief Executive Officer and establish a framework for the delegation of authoriiy and ensure succession
planning for the executive director and senior management is in place. Their role is to advise, constructively challenge and
monitor the success the management is delivering the agreed strategy within the risk appetite and control framework that
is set out by the Board.
The roles and responsibilities of the Chairman of the Board, the Chief Executive Officer and non-executive directors'
remain distinct and separate which ensures a balance of power of authority and provides for checks and balances such
that no one individual has unfettered powers of decision making. Their roles have been documented and are expected to
be independent and free from conflict upon appointment.
The Chairman provides overall leadership to the Board without limiting the principles of collective responsibility for Board's
decisions. The Chairman builds an effective board and sets the board agenda in consultation with the Chi-ef Executive
Officer and ensures effective communication to stakeholders.
The Chief Executive Officer is responsible to the Board and takes the overall responsibility for the management of the
affairs of the Board. The Chief Executive ffiicer recommends the strategy to the Board and implements it and makes
operational decisions. Noting that the position also dubs as the secretary to the Board, the Chief Executive Officer ensures
appropriate and timely information flows within the Board, its committees and management.

Board skills mix
During the financial year ending 30th June 2017 the matrix of skills and experience required for the Board in light of the
Board's responsibilities and AWSB's strategic objectives and risks were reviewed. The Board believes that coll-ectively it
has good industry and operational experience in water and sewerage sector, coupled with skills and knowledge in
strategy, financial, legal, human resources and project management. However, in light of industry movementi and
changes in technologies, the Board has identified that it would be enhanced by additional skills and op'erational expertise
in respect to the water and sewerage sector.
ln addition to the necessary skills and experience, the review confirmed that each director demonstrates the fol6wing
personal attributes:

' diligence in contributing to teamwork, debate and specialist advice and support to AWSB
' sufficient time capacity to meet the responsibilities of a non-executive direcior. honesty and integrity
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Based on this review and having regard to the comments above in relation to enhancing the Board's skill mix, the Board

considers that collectively the directors have the skills and the technical and sector experience necessary to govern the

Company and drive performance in light of the specific risks facing Athi Water Services Board.

Board performance evaluation
The State Corporations advisory Committee (SCAC) is responsible for reporting to the Board on the evaluation of the

performance of the Chairman, Board and committees. ln the Financial year 2016-2017 the representative of SCAC led an

internal Board evaluation by way of a detailed directors 'survey seeking feedback in the areas of: Mandate, strategy,

Performance contract, function of the board, board meetings and procedures, board composition , board induction training

and development, board structure and information and communication. Following the survey, the Committee discussed

and evaluated the outcomes and refened relevant action items to the Board.

The evaluation of each independent director was performed by the Chairman, which was also informed by the results of

the directors' survey, Following the performance evaluation the Chairman and the other directors were satisfied that those

directors continue to make a valuable contribution through the skills they bring to the Board and their understanding of Athi

water services Board, and that they have each met the time requirements to fulfil their duties as a director.

Meetings Attended by Board Members

Athi water services has a board calendar which provides that there shall be a full board meeting, a special board meeting

and three committee meetings quarterly. The Board therefore holds regular scheduled meetings throughout the year and

supplementary meetings are held as and when necessary. ln case of non-attendance due to other commitments, such

information is communicated to the chair prior to the date of the scheduled meeting.

The table below details board membership and attendance at scheduled board meetings during the year:-

Board Membership and Attendance of Meetings

Direc'tor Classification Sector Orsanization Attendance

Wachira M. Keen Non-Executive Private I
Mr. Joe Kinuthia Kibochi Non-Executive Private I
Mr. Samson Oiiayo Non-Executive Private 9

Eng. Lawrence Simitu Non-Executive Public

Ministry of Water

and lrrigation 1

Mr. Francis Anyona - (Representing Dr

Kamau Thuoqe PS National Treasury) Non-Executive Public

The National
Treasurv 2

Mr. Billy Arocho Otunga Non-Executive Private o

Mr. Francis Kariuki Muheria Non-Executive Private 9

Ms. Bancy Niuquna Non-Executive Private I
Mr. Ben O. Kiiuu Non-Executive Private 8

Mr. Richard Kimani Non-Executive Private 8

Ms. Ann Waniiru Munga Non-Executive Private I
Mr. Joshua Mutoto Werunga Non-Executive Private 8

Ens. S.A.O, Alima Non-Executive Public
Ministry of Water

and lrrigation 5

Margaret Mwago Non-Executive Private 5

Board Committees and Responsibilities
The Board delegates certain functions to well-structured committees but without abdicating its own responsibilities. The

Board has developed a committee structure that assists in the execution of its duties, powers and authorities. Each

Committee is guided by the Committee Charter/Terms of Reference, which outlines its responsibilities as mandated by the

Board and is reviewed on a yearly basis. The Committees are appropriately constituted drawing membership from

amongst the board members with appropriate skills and experience, The Chairman of the Board, management and

external parties/advisors are required to attend the committee meetings only by invitation.

The committees are expected to operate transparently, ensure full disclosure to the Board and conduct themselves within

the rules and procedures set out by the board. Matters deliberated by the Committees are presented to the board by the

respective chairman during the next board meeting. The Board Committees are Finance, Human Resource & General
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purpose, Audit Risk and Governance Committee, Planning and development committee. The responsibilities and
attendance of meetings during the year is as summarized below:-

Audit, Risk and Governance Committee
The audit committee will be the principal governance watchdog in AWSB. lts purpose is to provide additional focus on
financial, operational issues and risk management that are vital to the corporation but which often cannot be fully
examined by the main Board because of shortage of time available to it. The committee is charged with the rote of
monitoring on the boards' behalf the effectiveness of internal systems and processes and the practice of good corporate
governance. The committee focuses in particular on:

i) Safeguarding of assets of the Board.
ii) Adequacy of internalcontrol and management systems.
iii) The operation of internal control and management systems,
iv) Soundness of the accounting policies, reliability of financial reports and compliance with applicable legal

requirements and accounting standards.
v) Risk identification and mitigating measures.

Attendance and committee membershi

Planning and Development Committee
The primary purpose of this committee is to:

(i) Consider and recommend to the Board the long term strategic direction of AWSB and provide a
monitoring role for its implementation,

(ii) Receive and consider management proposals for new business practices and capital projects,
(iiD Advice the Board on the strategies to be adopted by AWSB to enhance its operational efficiency and

sustainability, including the promotion of innovation and creat ivity in business processes,
(iv) Review and recommend to the Board the implementation of proposals and plans for infrastructure

development including the review of progress of ongoing projects,
(v) Unde(ake monitoring and evaluation of AWSB's activities and programs

Attendance and committee membersh

Finance, Human Resource and General Purpose Committee
The purpose of this committee is to provide leadership in Finance, Human Resource, and any other matter which does not
fall under the above mentioned Board committees .The committee conducts detailed analysii of management reports and
make its recommendation to the Board.
Attendance and committee membersh

Director Organization Attendance
Mr. Joe Kinuthia Kibochi Private 4

Mr. Samson Private 4

Mr. Francis The NationalTreasury 2

Ms. Bancy Niuguna Private 4

Director Organization Attendance
Mr. Francis Kariuki Muheria Private 2

Mr. Ben O. Kijuu Private 2
Ms, Ann Munga Private 2

Director Organization Attendance
Mr Arocho Otun Private 6

Mr. Richard Kimani Private I
Mr. Joshua Mutoto Weru Private 6

S.A.O. Alima
Ministry of Water and
lrrigation 9

Mr. Francis The National Treasury 4

Margaret Mwago Private 6

Wachira Keen Private 1
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Conflict of lnterest, Code of Conduct and Ethics

The directors and employees of the Board have a fiduciary duty to act honestly and in the best interest of the Board.

Business transactions with all parties must be carried out at arm's length and with integrity. The Board provides effective

leadership based on ethicalfoundation and ensures all deliberations, decisions and actions are based on the Boards' core

values underpinning good governance. The Board has developed a Code of Conduct and Ethics Manual whose aim is to

enhance relationships and foster teamwork among board members and staff and to build respect, confidence and

credibility with its citizens. The Code provides guidance to its members regarding ethical and behavioral considerations as

they address their duties and obligations during their appointment and their term in AWSB.

The Board has put various measures in place to ensure that there is no conflict of interest amongst its directors and staff,

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

the employees.

At the beginning of the financial year, all directors and employees signed a declaration of interest form declaring that they

will disclose any interest that conflicts or possibly may conflict with the interests of the Board. At the commencement of any

business to be transacted, all directors/staff are required to declare their interest, if any.

During the year, the Board carried out training on the Leadership & lntegrity Ac|,2012, Corruption Prevention and Code of

Conduct & Ethics Policies, provisions of Constitution of Kenya in particular Chapters 2 (10) - National Values and

Principles of Governance, Chapter 4 - The Bill of Rights and Chapter 6 - Leadership and lntegrity.

During the year, the directors and employees demonstrated their commitment to the public service through

professionalism, integrity, moral and ethical requirements, conflict of interesl, and political neutrality through compliance

with relevant laws as evident from the legal audit, internal audit, and external audit reports presented to the Board. All staff

and directors declared their wealth as required to the Public Service Commission.

Accountability & Audit /Control Environment Management

Annual Report and Accounts

The Board is required to present an objective and understandable assessment of the AWSB operation position and

prospects. The Board has ensured that accounts are presented in accordance with the lnternational Public Sector

Accounting Standards.

External and lnternal Audits
(i) ExternalAuditors
Athi Water Services Board accounts are audited by the Auditor-General. The Auditor-General is an independent office

whose role and responsibilities are defined under the Constitution of Kenya.

(ii) lnternal Auditors
Athi Water Services Board has an internal audit function. lts role is to provide independent and objective assurance to the

Audit, Risk and Governance committee on the adequacy and effectiveness of the risk management framework, financial

reporting processes and internal control 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 framework, risk profile and governance principles. The internal audit charter provides the internal audit

team unrestricted access to review all activities of the business. The internal audit function is supplemented by the

engagement of external subject matter experts when required.

The head of the internal audit function is the Manager, lnternal Audit & Risk. To ensure the independence of the internal

audit function the role reports directly to the committee chairman, with an administrative reporting line to the Chief

Executive Officer. The Manager, lnternal Audit & Risk reports to the committee meeting on progress against the annual

internal audit plan, audit findings and recommendations, business insights and the status of management actions.

The Board has qualified staff who carry out the internal audit function and present reports on compliance. Further, the

Board engaged the services of Technical, Financial and Performance audit consultants to evaluate the efficiency,

effectiveness and economy, value for money, on the utilization funds entrusted to Athi Water Services Board by various

development pa(ners.

lntegrity of financial reporting

The Board has a strong commitment to the integrity and quality of its financial reporting and ils systems for risk

management, compliance and internal control.

The Audit, Risk and governance committee provides a non-executive review of the effectiveness of AWSB's financial

reporting and risk management framework, and assists the Board in carrying out its accounting, auditing, risk

management, regulatory compliance and financial reporting responsibilities.
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The Audit, Risk and governance Committee currently comprises three non-executive directors. The chairman of the
committee is an independent non-executive director who is not the chairman of the Board. Committee members are
appointed based on their qualifications and experience to ensure that the committee can adequately discharge its duties.
Any director may attend committee meetings. Representatives of management, the internal audit function and the external
auditors are invited as required.

Financial reporting assurances
The preparation of the quarterly and full year financial statements is subject to a detailed process of review and approval
by the Board supported by the Audit, Risk and Governance Committee.
As required under Public Finance Management Acl 2012, the Board receives a declaration from the Chief Executive
Officer as the accounting officer that the financial records of the company have been properly maintained and the 1nancial
statements and notes comply with accounting standards and give a true and fair view of the iorporation's financial position
and performance for the financial period. This includes a written declaration that their opinion has been formed on the
basis of a sound system of risk management and internal control which is operating effectively in all material respects in
relation to financial reporting risks.
This declaration was received by the Board prior to approving the financial statements for the financial year ended 30 June
2017.

lnternal Controls and Risk Management
The Board has the responsibility of identifying internal risk exposures and developing measures to m16ate against the
identified risks. The Board reviews and monitors the development and implementation of systems of internal conirols. The
Board must have an understanding of these risks and mitigate them by implementing s-ound internal controls and risk
management practices. The Board has developed the risk management framework and management control which
identifies the risks. The Board recognizes that information technology forms an integral pa( of ihe risk management
process and has developed the business continuity plan, disaster preparedness plan and the lnformation Teclinology
policy.

The Board reviewed the internal controls, policies and procedures and is satisfied that appropriate controls and procedures
were in place. This review was done by the internal auditors who report directly to the audit committee. The Board also
delegated the day to day management of risks to management through systemi and process carried out on a day to day
basis.

Relationship with Stakeholders
The Board appreciates that stakeholder perception affects the organizations reputation. Therefore the Board strives to
achieve an appropriate balance between its various stakeholders in the best interest of the organization by taking into
account their legitimate interest and expectations in decision making.
The Board values the importance of complete, timely, transparent and effective communication with its stakeholders for
building and maintaining their trust and confidence by providing regular information on its performance, activities and
addressing their concerns whilst having regard to legal and strategic considerations.
The Board has developed a Corporate Communications Strategy which encompasses internal & external communication,
customer service and public relations.
The main avenues for communication are through press releases, stakeholder forums and publications in print and social
media, and annual reports and financial statements. The Board has continued to encourage electronic communication
through publishing documents in the corporate website www.awsboard.go.ke and has enJeavored to ensure 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 effectively, efficienly and as
expeditiously as possible. The Board has an established mechanism of receiving, resolving and'giving feedback on
complaints referred to it by its stakeholders. The Board submits quarterly reports io the Commission oiROministrative
Justice on the complaints handling and management. During the year the Board scored 99% against a target of 8b% on
complaints handling and management.
The Board encourages communication through email by allocating all directors and staff with an email address and
lnternet. For external communication, the Board has set up an email address - info@awsboard.go.ke.
The Board's Service Charter, which has been cascaded to all staff and displayed at strategic blations, is monitored on a
regular basis.

The Charter stipulates the service delivery timelines, commitments and expectations of AWSB's customers. During the
year, the level of customer satisfaction on the Board's services was at 81.4o/o. The Board is committed to contiiually
improve access to information by the public and provision of efficient and quality public services.
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VII. MANAGEMENT DISCUSSION AND ANALYSIS

1.0 Flnanclal Performance

During the flnancial year ending 30s June 2017, AWSB generated total revenue amounting to Ksh. 1,674,165,130 against

an expenditure of Ksh. 881,512,814 before interest, tax and depreciation. The transferto lhe accumulated fund was Ksh

300,550,105.

The total revenue increased by 24o/o compared to the previous year while the expenditure increased by 16% as shown in

table 1 bebw which indicates the summary financial performance by AWSB.

Figure 1: Revenue Chart FY 2017 and FY 2016
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Figure 3: Expenditure Comparis on FY 2017 and Fy 2016
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During thefinancialyearending 30th June 2017lhe asset Base of AWSB increased to Ksh 36.42 Billion from Ksh 26.5g
Billion same period last year, this represents an increase of 370/0.

AWSB key projects or investments decision implemented or ongoing:
During the year under review the Athi Water Services board (AWSB) continued to implement the projects under its
Masterplan as indicated in the table below:

No Project Name Project status Projected Timelines Estimated Cost
of Projects

Expected Output
Start
Date

End Date

1

NairobiWater
Distribution
Network

10% of the
program is

complete. Two
of the projects

are ongoing
and the third
one is at

contract

signature
phase.

26th

June
2014

30th
November

2019
4,543,000,000

Provide additional 1 00,000m3/day
water to residents living in Utawala,
Embakasi, and Ruai areas. Provide
additional 5,000m3/d to residents in

Karen and improvement of access
to water and sanitation in selected
informal settlements

2

Nairobi

Satellite Towns
Water and

Sanitation
Program

Design phase

is on going

28th
Septembe

r 2015

30th

June
2019

3,399,000,000

lmproved access to water supply
through construction of
transmission and distribution
network and distributing
14,000m3/d water in Kiserian,

ongata rongai, Githurai and
Mwihoko

3 Extension Of
NairobiWater
Supply
(Northern

Collector)

40% of the
works have
been done

17th

January
2014

31st

Decemb

er 2018
10,000,000,000

Treatment and transmission of
additional 1 40, 000m3/day to
Kabete Nairobi

4
Ithanga Water
supply

Design phase

is on goinq

1Sth April
2016

'lsth

October
2019

1,200,000,000
Deliver additional 9,000m3/day
(from existing 1,200m3/d pumped

system) to areas of Kakuku,
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Compliance with statutory requirements:
During the financial year under review AWSB complied with all the statutory requirements that are necessary for its

operation.

Major challenges faced by the organization:
ln the Financial year under review the major challenges and constraints that hindered achievement of performance targets

in the FY 2016117 Performance Contract

1. Challenges in securing way leaves for the projects because of encroachment by communities and private

developers. For private properties, the cost of acquisition is quite high.

2. Counterpart Funding-The disbursement of counterpart funding for the year is inadequate thus affecting the

implementation of project activities.

3. Reduced remittance of the licensee remuneration by the Water Service Providers

xxll'agc

No Project Name Proiec't status Proiected Timelines Estimated Cost Expected Output
Ithanga

5 Water &

Sanitation
Services &

lmprovement
Project (Athi

WSB)

64% of the
program works

have been

done

'lgth

December

2012

1sth

December
2017

16,000,000,000

Additional 140,000 m3/day for
Nairobi; '14,000 m3/day for
Muranga, 14,000m3/day for
Kiambu, 14,000 m3/day for Meru,

Machakos, Makueni, Kitui and

Kaiiado counties

6 Rehabilitation
Of Water
Supply And

Sewerage For

Oloitokitok

Town

works are 18%

complete

8th April
2017

9th

October

2018
888,000,000

Construction of water distribution

network to improve access to

40,000 residents and sewer

network and treatment plant of

capacity 6,000m3/d to improve on

sanitation

7 Kajiado Rural
Water Supply

works are 30%

complete

19th April

2016
18th April

2018
1,320,000,000

Additional 9,000m3/day water

supply to lhe residents within the
proiect area

8 Kiserian

Sewerage
Project works are 20%

complete

1oth

January
2016

30th

December
2018

709,000,000

lmproved access to sewerage

services in Kiserian town and

environs by constructing trunk and

reticulation sewers and sewer

treatment plant of capacity

6,000m3/d

I

Kenya Towns

Sustainable
water supply

and Sanitation

Program

Consultancy
phase is on

going

9th

February
2017

31 st

December
2021

8,800,000,000

lmprovement in water supply and

sanitation in Limuru, Kikuyu,

Gatundu, Kiambu, Ruaka, Pemba,

Changamwe, Machakos and mwala

by constructing intakes, water

transmission and distribution lines,

trunk and reticulation sewers and

waste water treatment plants

10 NairobiMetro
Area Bulk
water Sources-
Ruiru ll Dam

Design phase

is on going
2nd Sept

2017

3rd

March
2020

24,000,000,000

Additional 51,000m3/day Water
produced for Karuri, Kiambu and

Githunguri

11 NairobiMetro
Area Bulk

water Sources-
Karimenu ll

Design work

on going
3rd May

2017

4th
November

2020
21,000,000,000

Additional 70,000m3/d for supply in

Ruiru, Juja and Nairobi

TOTAL 91,848.000,000
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4. Litigation: There have been numerous court cases which affected project implementation. This were beyond the
control of AWSB.

5. Delays in acquisition of land occasioned by lack of proper documentation of land to be acquired for the projects,

and family disputes.

VIII. SUSTAINAB]LITYREPORTING
lntroduction
Sustainable development is all about ensuring a better quality of life for everyone, now and for generations to come. This
can be achieved through the three strands of social equity which recognizes the needs 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 ecological development is a process of change in which the exploitation of
resources, the direction of investments, the orientation of technological development, and institutional change are made
consistent with the future as well as present needs".

Sustainability requires continuous technological, economical the social progress of continuous improvement that respects
the limits of the Ea(h's ecosystems, and meets the needs and aspirations of everyone for a better quality of life, now and
for future generations to come.
Athi Water Services board commits to meeting 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 environmental outcomes. The Board recognizes the importance of
conducting operations in a manner that meets existing needs without compromising the ability of the future generation to
meet their needs; therefore it carries out its operations in a manner that ensures the economic life of the community in
which it operates. lt remains the Board policy to ensure that activities meet and exceed the social, economic and
environmental expectations of stakeholders. The Board believes that ethical leadership and corporate citizenship should
direct the strategy and operations to build sustainable business.
The Board executes the objectives through the following:-
(a) Our people, values and processes;
(b) Stakeholder engagement;
(c) Protecting the environment; and
(d) Corporate Social Responsibility and lnvestment.

Our People, Values and Processes
The staff of AWSB are the primary asset. The Board therefore recruits, retains and invests in the best talent in the market.
Our success has been and will continue to be highly dependent on the performance and accountability of our Great Athi
Team (GAT).

Diversity and Equal Opportunity
The Board endeavours to preserve gender and cultural diversity in our employee mix and takes pride as an equal
opportunity employer for all qualified persons. This has created an inclusive environment where individuals and teams
harness strengths in diversity to maximize potential and excel in performance.
Our Culture and Values
Our vision of 'To be the center for best practice in the development and management of National bulk water and waste
water infrastructure" describes who we are, what we stand for and what makes our culture distinctive. The staff and
directors are committed in upholding our core values in the discharge of our mandate. These are:

o Professionalism: We execute our mandate and engage our stakeholders with due care, skill and competence.
o Respect: We relate with our stakeholders with dignity, equity and nondiscrimination.
o lntegrity: We exercise honesty and accountability in our activities.
. Fairness: We embrace socialjustice and inclusiveness in our engagements.
. Transparency: We conduct our business in an open manner and effectively communicate with stakeholderso Teamwork: We shall positively cooperate to ensure achievement of our mandate.

AWSB leadership has created an enabling environment where board of directors and staff are accountable for their actions based
corporate culture of living our values.
The Great Athi Team (GAT) is an open and transparent community and the leadership has maintained an open and collaborative
engagement.
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Employee Welfare
At AWSB, the staff and directors view each other as part of one big family and each member's welfare is our collective

responsibility.
The Board takes every effort to ensure that employees' well-being (physical, emotional and financial) is considered as this

affects them both at home and at work. The Board will continue to invest in outof-office staff activities such as team-

building in reflection of our deep commitment to staff welfare. During the year, the Board held its team building activities

and rewarded staff who had exemplary performance and those who had served the Board for long.

The Board has also continued to ensure that all cross cutting issues have been addressed; in particular the policies and

work plans for HIV/AlDs, Persons with Disability and Gender have been developed and are being implemented.

Staff Training and Development
To ensure that AWSB not only attracts but also retains the best lalent, the Board aims to nurture people's careers 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. ln FY 2016/2017, training continued to focus on

departmental technicalcompetencies and people management skills at all levels.

Strengthening the leadership capability remains a key business priority to ensure that the Board has strong leaders today

and in the future. The Board also provides opportunities 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.

Employee Engagement
The staff are committed to the realization of the Board's mandates. Focus is on delivering an employee experience where

staff feel strongly connected to the realization of Board's mandates and are able to do what they do best each day.

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.

During the year, lhe Board organized several workshops to sensitize staff and evaluated the work environment to ensure it

meets the set standards. An annual health and safety audit was conducted at the Board's premises. The audit was carried

out with the view of evaluating compliance of the work place and the associated operations with the provisions of the

Occupational Safety and Health Act, 2007.

Specifically, the following areas were assessed:-
. lnformation security management
. Work place information;
. Management of Occupational Safety and Health policies;
. Work place safety, Health and Welfare conditions including safety, occupational hygiene conditions as well as

general conditions; and
. Emergency response plan.

Additionally, 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
AWSB has a zero tolerance policy towards corruption. During the year AWSB canied out corruption risk assessment and

mitigation measures. ln order to enhance integrity in public procurement, AWSB posted all advertisements and awards to

the IFMIS Portal and advertised open tenders in the papers for everybody to participate and invited all interested parties to

come and witness the opening.

To promote high standards of ethical culture, AWSB conducts Monday morning assemblies to recite AWSB Corporate

Anthem and carry out a sensitization to all staff on national values and corporate governance. The Board of Directors were

trained on Mwongozo, and each signed Code of Conduct.

As part of building capacity on corruption prevention, Ethics and lntegrity, six AWSB Staff were trained on Conuption

Engagement Sessions dubbed Tuangamize Ufisadi. The Board also implemented mechanisms that encourage and protect

whistle blowing on corruption and unethical conduct by incorporating the whistle blowing protection mechanisms in the

anti-corruption policy and installed corruption reporting boxes, encouraged anonymous reporting amongst other

mechanisms to protect whistle blowers.

Ethics and lntegrity
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The Board has in place Code of Conduct and Ethics and Conuption Prevention Policies. This policy requires employees
and members of the Board to conduct business with integrity, in accordance with the Public Officers Ethics Act and ensure
the enforcement of corruption prevention plans. Accordingly, corruption prevention, training, risk assessments and surveys
form part of the Performance Contract between the Government of the Republic of Kenya (through Ministry of Water &
lrrigation, state department for Water) and the Board of Directors.
The Board is cognizant of the financial crime risks that arise from internal and external sources. The Board conducts
business in compliance with high ethical standards of business practice. To this end, the Board has conducted various
training courses on anticorruption and financialfraud practices. The Board has put in place various systems and
procedures which are implemented and monitored on regular basis. The internal audit reports have not identified any non-
compliance with the ethics policies,
The Board is committed to ensure compliance with all laws and regulations. The compliance is monitored through legal
audits which are submitted to the Board.

ISO Certification
AWSB is committed to continually improve its quality management system with the aim of being more efficient and
improve customer satisfaction. AWSB had its quality management system audited by the Kenya Bureau of standards and
it became the among the first ISO Certified institutions in the Water sector based on ISO 9001 :2015 certification.

Stakeholder Engagement
The Board is cognizant that there are various people who may be affected by the decisions it makes or can influence the
implementation of its decisions and therefore the board has made it a priority to engage them in order to understand the
concerns of its stakeholders and respond to them appropriately. These engagements assist to get feedback on the
policies, procedures and ways of working. Stakeholder engagement is done through the following:-

o Development of Promos on the AWSB projects and having them aired,
. Publishing of opinion pieces and articles in various newspapers.
. Organizing press conference to inform the public on the progress on the AWSB projects.
. Carrying out social media campaigns on the AWSB projects and activities and engaging social media users to

address their queries
. Organizing study tours of the AWSB project for interested key stakeholders.
o Development of documentaries on AWSB activities and having them featured in key Government portals such as

the website #GoKdelivers.
o Development of Frequently Asked Questions (FAas) fliers to provide deeper insight and address frequently

asked question. These fliers are distributed during various stakeholder forums and made available via social
media. This explains the frequently asked questions

Reporting
The Board is committed to transparency in reporting of its activities to its stakeholders. This is done regularly through the
print and electronic media, published annual reports and financial statements.

Customer Focus
The Board is committed to meeting stakeholder requirements to their satisfaction by ensuring effective and efficient use of
resources. lt encourages continual improvement of its services and processes. The performance and interaction with its
stakeholders is also guided by the Constitution of Kenya - Bill of Rights.
To demonstrate that the Board is living on this promise, a service charter was rolled out, and cascaded to all the staff and
is displayed at various strategic places in the organization. The compliance to the service charter is monitored on a regular
basis, and plans are made on how to reduce or eliminate the non-compliances.
The board is committed to implement innovative service delivery methods to benefit the sustainability of the water
services.

Grievance Mechanisms and Procedures
The Board has put in place a grievance handling mechanisms for both the directors and employees. The employees'
issues are dealt with by the Finance Human Resources and General purpose Committee of the Board. The Board has set
up a complaints handling mechanism which is handled by the management. The Board submits quarterly reports on
complaints to the Commissioner of Administrative Justice who evaluates the e(ent to which the Board has complied with
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the procedures and issues a certificate. During FY 2016117, the Board achieved 99% compared to an achievement of 98%

previous year in the performance contract evaluation on resolution of public complaints.

Corporate Social Responsibility and lnvestment
Through stakeholder engagement, we have listened to and talked with our employees, customers, investors, regulators,

suppliers, Non-governmental Organizations (NGOs) and community representatives, who have helped us to identify and

tackle our key issues and ensure that we are dealing with what matters most to our business and those involved with it.

ln the past year we have asked people to talk to us about their experiences and views of Athi Water. Some of the feedback

came through structured, formal market research covering the whole Board area. Other feedback came from talking to

people - customers, colleagues and suppliers - and hearing their views.

We gained a clear picture of the things we do well, what we should concentrate on and the issues we face. We found the

real strength in Athi Water. We learned that our customers appreciate the value we offer, our high standards of service and

execution of mandate.

Athi Water has re-considered its CSR priorities and further structured the approaches to three principal areas:

Environment: Taking good care of our planet, Climate change, Health and Hygiene, Water and Waste

Management and Sustainability.

Society: Taking good care of our customers, colleagues (employees), communities, work and neighbours. This

also includes provision of water tanks to needy institutions in our area of jurisdiction.

Business: Taking good care as we go about our business (sourcing, supply, engagement)

Towards this, the Board undertook reforestation project in the Aberdares Forest, Supported the Children's Cancer Ward in

Kenyatta National Hospital and sponsoring youths managing the Slum Film Festival.

Environmenta! Sustainability Report
Environmental Sustainability refers to concerted efforts to mitigate against environmental degradation. lt is the

maintenance of the factors and practices that contribute to the quality of environment on a long term basis. lt 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.

Athi Water Services Board (AWSB) is cognizant of the possible impacts (both positive and negative) resulting from

interaction of the organization's activities with both physical and social environment.

As such, AWSB is committed to environmental conservation and protection as well as safeguarding of health and safety of

workers within the premises. Through the integrated Environment, Health and Safety policy statement, the organization

commits to protecting the environment, preserving the health and safety of employees and communities, and ensuring

safe development of water and sanitation infrastructure.

Pollution prevention, regulatory compliance, stakeholder engagement, public consultation and continual improvement are

the key elements which underpins AWSB environmental sustainability. The objective of the AWSB's environmental

sustainability is therefore to promote sustainable development within our area of jurisdiction by ensuring environmental

protection, social equity, and economic development,

Approach
AWSB 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 to natural resources such as Water Act, forest Act, Land planning Act, National

land policy etc. as well as the Occupational Health and Safety Act, 2010 are also used as guidelines.

NEMA's environmental sustainability performance contract guidelines for ministries, departments and agencies (MDAs) for

2016-2017 financial year were also used.

AWSB also complies with the other environmental requirements of lnternational Development Funding agencies such as

World Bank, Africa Development Bank, French Development Bank among others,

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

xxivlPagc

a

o



Athiwater seruices board repofts and financial statements, for the financia!year ended, June 30th, 2017

Environmental sustainability planning
AWSB developed and operationalized the integrated workplace environment health and safety policy statement which
states the organization's commitment to protect the environment, preserve the health and safety of AWSB employees and
communities, and ensure safe development of water and sanitation infrastructure. Inis policy statement provides a
framework for developing environmental objectives, targets and programs.
The organizational service charter was also include the environmental considerations such as the enforcement of water
quality monitoring.
AWSB subjects all the new water and sanitation infrastructure projects to environmental and social impact assessment
process in line with the Environmental Management and coordination Act, (EMCA), 1999. ln order to identify both potentiat
positive and negative impacts. This process allows for provision of enhancement, mitigation, restoration and compensation
measures to ensure that the projects are environmentally and socially sustainable. The reports are submitted to NEMA for
review and licensing and also to funding agencies (where

of the environmental and social impact assessment
Oloitoktok sanitation project

Gatundu sewerage project

Kikuyu sewerage project

Limuru sewerage project

Kiambu sewerage project

Gatango water supply project

8 Boreholes

Kariminu ll Dam

Kabete- Mombasa road water distribution main
Ruiru ll Dam

Kiambu- Embakasi water distribution pipeline

applicable) for approval based on international standards.
Some reports licensed by NEMA within the financial year include

Extension of sewerage services in Nairobi's peri-urban and informal setflements
Augmentation of lthanga water supply
Water appeals board office in Kitui and Kakamega

Others reports submitted are awaiting approvaland ticensing
Apart from having in place an operational Environmental unit within the planning and Engineering department, AWSB also
formalized a 7 member environmental sustainability committee with defined roies to asiist the 6rganization in matters of
environmental compliance by implementing various environmental programs.

Pollution prevention and abatement
AWSB Complies with various legislation related to prevention and abatement of pollution such as EMCA (waste
management) regulations, EMCA (water quality) regulations) EMCA (noise reduction) regulations, Water Act (water rules).
Programmes are in place to ensure that all operations are in compliance with these regulations. For instance water
abstraction permitting, effluent discharge planning and licensing, and workplace certification imong others.
The boreholes drilled within this reporting period were authorized and permitted by WRMA.
All sewerage treatment plants are designed to improve quality of final discharge into the receiving surface waters. These
facilities are issued with effluent discharge permits based on effluent dischargelnd control plan.
All ongoing construction projects are supervised and monitored to ensuie proper impiementation of project specific
environmental management plans.

Climate change mitigation and adaptation
AWSB implements some projects with measures to adapt to or mitigate against effects of climate change. For instance
rehabilitation of Dandora sewerage treatment plant is aimed at improving efficiency so as to reduce the imount of GHG
emission. The organization is also exploring the possibility of trapping methane generated from the sewerage treatment
plants for energy use.
AWSB is drilling and equipping boreholes to provide alternalive water sources in ASALs to help communities in those
areas adapt to water scarcity which is associated with climate change.
Mwala and Wote water supply projects are being implemented as a drought mitigation measures in the eastern parts of
Kenya. These projects also qualify as climate change adaptation projects.
Promoting Environmental protection and conservation through pa(nerships with stakeholders
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AWSB continually work togpther with partners such as County governments, community members, WRMA, NEMA, water

resource users aisociatio(, bcal administrations etc. within its area of jurisdiction to enhance participation of stakeholder

and sustahability of project$.

Environnpntal education hnd awareness

AWSB through its corporati communication section developed and disseminated information on water conservation and

rain water harvesting throu(h fliers, brochures, print media, radio and TV.
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IX. REPORT OF THE DIRECTORS

The Directors submit their report together with the un-audited financialstatements for the year ended June 30, 2017 which
show the state of the board's affairs.

Principal activities

The principal activity of the board is to ensure efficient and sustainable provision of quality and affordable water and
sewerage services in its area of jurisdiction.

The main functions of Athi Water Services Board include:

i) Ownership and holding of water and sewerage assets/lnfrastructure on behalf of the National Government.ii) Planning, development and expansion of water and sewerage services lnfrastructure on behalf of the
National Government.

iii) Assisting the County Governments within its jurisdiction, during the transition period, in contracting out water
and sewerage services provision to water service providers (WSPs) and in the monitoring of water and
Sewerage services provision.

Results

The results of the entity for the year ended 30t, June 2017 are set out on page 1

Directors

The members of the Board of Directors who served during the year are set out on page lV to Vl.

The Chairman and members of the Board other than ex-officio members shall hold office for a period of not exceeding
three years from the date of appointment but shall be eligible for re-appointment subject to qualifications from time to time.
ln accordance with Section 51(b) of the Water Ac|2002, the Minister may by notice published in the Kenya Gazette
appoint board members. Section 52(1) of the Water Act 2002 gives the tr,tinister the power to vary the numblr of board
members and their qualifications. The First schedule of the Act has effect with respect io membership and procedures of a
WSB.

Auditors

The Auditor General is responsible for the statutory audit of Athi Water Services Board in accordance witlr Articte 22g of
the Constitution of Kenya and the Public Audit Act 2015.

By Order of the Board

For and on its behalf

Corporation Secretary

Date.........
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ATHI WATER SERVICES BOARD

X. STATEMENT OF DIRECTORS' RESPONSIBILITIES

Section 81 of the Public Finance Management Act, 2012 and secflon 14 of the State Corporations Ad, - (the water Act

2002) requte the Directors to prepare financial statements in respect of Athi Water Services Board (AWSB), which give a

true and fair view of the state of affairs of the AWSB at the end of the financial year and the operating results of AWSB for

the year. The Directors are also required to ensure that AWSB keeps proper accounting records which disclose with

reasonable 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 Al,ySBb 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, 2017. This

responsibility includes: (i) maintaining adequate financial management arrangements and ensuring that these continue to

be effective 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

relevantto the preparation and fair presentation of the financial statements, and ensuring that they are free from material

misstatements, whether due to error or fraud; (iv) safeguarding the assets of the Eoard; (v) selecting and applying

appropriate accounting policies; and (vi) making accounting estimates that are reasonable in the circumstances.

The Directors accept responsibility for AWSB's financial statements, which have been prepared using appropriate accounting

policies supported by reasonable and prudent judgements and estimates, in conformity with lnternational Public Sector

Accounting Standards (IPSAS), and in the manner required by the PFM Acl,2012 and (the State Corporations Act) -Water
Act 2002. The Directors are of the opinion that AWSB's financial statements give a true and fair view of the state ol Board's

transactions during the financial year ended June 30, 2017, and of the Board's financial position 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.

Nothing has come to the attention of the Directors to indicate that Athi Water Services Board will not remain a going concern

for at least the next twelve months from the date of this statement.

Approval of the financial statements

The Board's financial statements were approved by the Board on 14h September 2017 on its behalf by:

E MICHAEL M r!urre
CHIEF EXECUTIVE OFFICER

oate $ t\pE [P rr.

\\Q*r-
MICHAEL K. KIMOTHO

AG. HEAD OF FINANCE & STRATEGY

ICPAK Member No: 6490

Date....r, t.\ul'.[...i'utr

M ACHIRA M. KEEN

CHAIRMAN

oate I*le E\ Ittv
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XI. REPORT OF THE INDEPENDENT AUDITORS ON ATHIWATER SERVICES BOARD
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REPUBLIC OF KENYA

Telephone: +254-20-3 42330
Fax: +254-20-311482
E-mail: oag@oagkenya.go.ke
Website : www.oagkenya. go.ke

P.O. Box 30084-00100
NAIROBI

OFFICE OF THE AUDITOR.GENERAL

REPORT OF THE AUDITOR.GENERAL ON ATHI WATER SERVICES BOARD FOR THE
YEAR ENDED 30 JUNE 2017

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of Athi Water Services Board set out
on pages 1 to 31, which comprase the statement of financial position as at 30 June 2017,
and the statement of performance, statement of changes in net assets, statement of cash
flows and statement of comparison of budget and actual amounts for the year then ended,
and a summary of significant accounting policies and other explanatory information in
accordance with the provisions of Article 229 of the Constitution of Kenya and Section 35 of
the Public Audit Act, I have obtained all the information and explanations which, to the best
of my knowledge and belief, were necessary for the purpose of the audit.

ln my opinion, except for the effect of the matters described in the Basis of Qualified Opinion
section of my report, the financial statements present fairly, in all material respects, the
financial position of Athi Water Services Board as at 30 June 2017, and of its financial
performance and its cash flows for the year then ended, in accordance with the lnternational
Public Sector Accounting Standards (Accrual Basis) and comply with the Water Act, 2016.

ln addition, and as required by article 229(6) of the Constitution, based on the procedures
performed, except for the matters described in the Basis for Qualified Opinion and Other
Matter sections of my report, I confirm that, nothing else 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 Qualified Opinion

1. Property, PIant and Equipment

1.1. lnherited Assets

The statement of financial position reflects property plant and equipment balance of
Kshs.26,522,346,511 as at 30 June 2017. However, and as previously reported, the Board
inherited non-current assets of undetermined value previously held by the Ministry of Water
and lrrigation and NationalWater Conservation and Pipeline Corporation in respect of water
infrastructure which have not been incorporated in the financial statements.

1.2. Fully Depreciated Assets

Further, included in the property, plant and equipment balance of Kshs. 26,522,346,511 as
at 30 June 2017 are fully depreciated assets whose original cost is Kshs. 213,150,059.

Report of the Auditor-General on the Financial Statements d'Athi Water Services Board.for lhe yeur ended 30 June 20 I7
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These assets are still in good working conditions and were in use during the year and review.
Management has not revalued them contrary to IPSAS 17 Paragraph 44 and failed to review
their useful economic lives before the assets were fully depreciated.

ln view of the foregoing, it has not been possible to confirm the accuracy, valuation and
completeness of the property, plant and equipment balance of Kshs.26,522,346,511 as at
30 June 2017.

2. Debtors

2.1. Long Outstanding Debtors

The statement of financial position as at 30 June 2017 reflects a debtors balance amounting
to Kshs.9,471,672,2U which include an amount of Kshs. 2,976,806,935 owing from Nairobi
Water and Sewerage Company as administrative fees which has been outstanding for a
long period and whose recoverability has not been confirmed.

Further, included in the debtors' balance of Kshs. 9,471,672,234 as at 30 June 2017 are
operating debtors amounting to Kshs.269,704,736 due from water service providers as
administration fees which have also been outstanding for long period and keep increasing.
Also included in other debtors' balance of Kshs. 13,292,390 (Note 19) is an amount of
Kshs.7,092,497 and Kshs. 510,746 owing from Judiciary and Angela Kimani respectively
which have been outstanding for long.

Any provision that would have been necessary in relation to this uncertainty has not been
incorporated in the financial statements.

In the circumstances, it has not been possible to confirm the accuracy, completeness and
recoverability of debtors' balance of Kshs. 9,471,672,234 as at 30 June 2017.

3. Cash and Bank Balances

The cash and bank balance of Kshs.386,587,938 as at 30 June 2017 include a balance of
Kshs.33,009,340 held at Chase Bank which is under receivership. Currently there is little or
no access to these funds. No provision or disclosure has been given in the financial
statements to reflect this risk as required by the accounting standards.

Consequently, the recoverability of the Kshs.33.009,340 held at Chase Bank remain
doubtful.

4. Relocation of Water and Sewerage Facilities at Thika Road

4.1. Contract Variation

The Board contracted Funan Construction Company Limited on 5 May 2009 to relocate the
water and sewerage facilities along Thika road during the construction of the super highway
at a contact sum of Kshs.440,000,000 and a contract duration of 20 months ending 20
January 2011.
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The Board approved the contact variation of Kshs.194,977,200 or 45o/o of the contract sum
contrary to the Public Procurement and DisposalAct, 2005. This increased the contract sum
to Kshs.634,977,200. The contract was not completed within the contract duration of 20
Weeks. The Board approved an extension of three months after which the contractor did not
make good the snag of work identified instead the contractor went to court demanding
Kshs.189,720,615, a claim which was later amended to Kshs.1,314,245,166. The same was
finally settfed out of court at Kshs. 73,772,240.

ln consequence, the Board did not get value for money from the contract on fair competition
and due to non-completion of the project and did not seek liquidated damages for delays.

4.2. Yoidable Legal Fees

The Board hired Kipkenda and Company Advocates (law firm) to represent it in a court case
(Funan Construction Company vs AthiWater Service Board). The legal services were single
sourced contrary to Public Procurement and Disposal Act 2005.

The law firm was paid Kshs.28,805,812 based on Kshs.1 ,314,245,166 which the contractor
was claiming. The claim was finally settled at a modest amount of Kshs.73,772,240. Had
the legal fees been based on the final settlement, it could have costed the Board
Kshs.2,282,153. The Board therefore overpaid the law firm by Kshs.26,523,659.

5. Representative Member from the Office of Attorney-General

The composition of the Board does not include a representative from the Office of the
Attorney-General as it is the case with all other State Corporations. The Board's mandate of
planning, development and expansion of water and sewerage infrastructure on behalf of
National Government, require it to undertake huge capital projects. Such contracts require
legal expertise which can be better provided by the Government Chief Legal Officer who is
the Attorney-General. The absence of such legal expertise in the Board can therefore lead
to serious legal challenges in drafting contract agreements.

6. Creditors and Accruals

The statement of financial position indicates a creditors and accruals balance of
Kshs.634,223,619 as at 30 June 2017. However, no aging analysis was provided for audit
review. Further, the amount includes Kshs.S,398,591 described as payroll creditors whose
supporting documents were not made available for audit review. ln addition, the balance
includes VAT and withholding tax of Kshs.83,742,739 and accounts payable of
Kshs. 545, 026,020 without d isclosu re of cred itors I isti n g.

No reason has been given for failure by the Board to pay its obligations when they fall due
and risk penalties and interest expenses.

7. Unapproved Budget Expenditure

The statement of comparison of budget and actual amounts discloses an amount of
Kshs.18,526,147, Kshs.151,672,146 and Kshs.345,063,591 all totaling Kshs.S15,261,884
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for pans and dams, GOK Counterpart expenses and project costs respectively that had not
been budgeted for in the year under review. This amounts to unapproved expenditure.

Management has not explained nor disclosed the circumstances that led to incurring
expenditure without the prerequisite approvals.

8. Unsupported Expenditure

The Board incurred expenditure in respect of pans and dams - Kshs.18,526,147. Gok
Counterpart expenses - Kshs.1 51,672,146 and Project costs- Kshs.345,063,591 adding up
to Kshs.S15,261,884. However, the supporting documents and details were not made
available for audit review. Further, GOK Counterpart funds and project costs are not specific
expense items nor budget lines casting doubt on the legality and validity of the payments.
Consequently, it has not been possible to confirm the accuracy, legality and validity of the
expenditure of Kshs.515,261,884 as at 30 June 2017.

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of Athi 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. I believe that the audit evidence I have obtained is sufficient
and appropriate to provide a basis for my qualified opinion.

Key Audit Matters

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

Other Matter

Non Compliance with Legal Notice No. 101 of August 2006 -Transfer Plan

According to the transfer plan under the Water Act 2002, which was operationalized vide
legal Notice No. 101 of August 2005, Water Service Board ought to have taken over the
assets, staff and other water infrastructure inherited from the Ministry of Water and lrrigation,
the National Water Conservation and Pipeline Corporation. Although, Athi Water Service
Board, the Ministry of Water and lrrigation and the NationalWater Conservation and Pipeline
Corporation had finalized the revaluation of the assets, Athi Water Service Board had not
taken over the Assets as at 30 June 2017. The Board is therefore in contravention of legal
Notice No. 101 of August 2005 and the Water Act 2002.

Management's Responsibility and Those Charged with Governance for the Financial
Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with lnternational Public Sector Accounting Standards (Accrual

Report of the Auditor-General on the Financial Statements of Athi Ll/ater Service.s Boardfor the year ended 30 June 20 17

4



Basis) and for such 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.

ln preparing the financial statements, management is responsible for assessing the Board's
ability to continue as a going concern disclosing, as applicable, matters related to going
concern of services and using the going concern basis of accounting.

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

Those charged with governance are responsible for overseeing the Board's financial
reporting process.

Auditor-General's Responsibilities for the Audit of the Financial Statements

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 of Kenya. Reasonable assurance is a high level of
assurance, but is not a guarantee that an audit conducted in accordance with lSSAls will
always detect a material misstatement 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.

As part of an audit conducted in accordance with lSSAls, I exercise professionaljudgement
and maintain professional skepticism throughout the audit. I also:

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

Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances and for the purpose of giving an
assurance on the effectiveness of the Board's internal control.

a

a

a

o

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

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

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

Obtain sufficient appropriate audit evidence regarding the financial information of the
entities or business activities to express an opinion on the financial statements.

I communicate with the management regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies in

internal control that are identified during the audit.

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

FCPA Edward R. O. Ouko, CBS
AUDITOR-GENERAL

Nairobi

17 July,2018
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Notes

Jun-l7

KSH

REVENUE

Revenue from exchange transactions

0perational lncome

Revenue from non-exchange transactions

Other lncome

Grants - Restricted (Donor)

Grant - Unrestricted (GoK)

TOTAL REVENUE

EXPENDITURE

Administrative Expense

Board Expenses

Staff Costs

Operational Expenses

General Expenses

Project Costs

TOTAL EXPENDITURE

Other gains/(Losses)

Decrease/(increase) in provisions

EARNINGS BEFORE INTEREST, TAX

& DEPRECIATION

Less Depreciation & amortization

EARNINGS BEFORE INTEREST & TAX

Less lnterest

NET SURPLUS(DEFICIT)

TRANSFER TO ACCUMULATED FUND

I
M. THUITA

0

l
g

9

1,315,243,143 879,463,755

31,877,071

121,381,276

205,663,640

Jun-16

KSH

48,827,732

142,802,685

283,320,569

1,674,165,130 1,354,414,741

0 121,393,993

32,892,814

202,057,923

171,098,717

9,005,777

345,063,591

1 15,632,355

27,699,028

199,805,912

253,873,727

8,378,954

167,803,820

11

12

IJ

n
'15

to& l/

ffin-rro
MICHAEL K. KIMOTHO

AG. HEAD OF FINANCE & STRATEGY

ICPAK Member No: 6490

881,512,814 763,193,796

23

24

1,782,478 941,237

794,434,794 592,162,182

409,065,5'14

385,369,280

84,819,176

393,246,815

198,915,367

u,278,002

300,550,105 114,637,365

The Financial Statements set out on pages '1 to 6 were signed on behalf of the Board of Directors by:

I

ENG. MICHAEL

CHIEF EXECUTIVE OFFICER

oate......h.\\.p...!.1.1ri.,,Y... .... Date...D.*.\p.g.\ eor!

The notes set out on pages 8 to Z2form an integral part of the Financial Statements
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CHAIRMAN
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Kshs

Jun-17

Kshs

Jun-16

ASSETS

CURRENT ASSEIS

lnventory

Debtors

Prepayments

Cash & Bank Balances

Total Current Assets

A'OA'-CURREA'IASSEIS

Property, Plant and Equipment

lntagible assets

TOTAL ASSETS

CURRENT LIABILITIES

Creditors and Accruals

Current Provisions

Total

fl OA,.CURRE,VT LI ABI LIT I ES

Loans

Total Liabilities

Net Assets

Accumulated funds

Deffered lncome

Net Assets and Liabilities

18

19

20

21

Notes

16

17

747,321

9,471,672,2U

17,390,345

386,587,939

767,255

3,902,916,924

17,615,290

806,372,460

9,876,397,939 4,727,671 ,820

22

23

26,522,346,511

23,979,397

36,422,623,736

6U,223,619

3,412,366

21,840,995,993

21,509,4$2

26,590,076,275

1,012,592,337

5,194,U4

637,635,995 1,017,797 ,180

24 24 1,760 18,7U ,133,421

745 19.751 ,920,601

11,736,025,99,| 6,839,155,673

ENG. MICHAEL M. THUITA
CHIEF EXECUTIVE OFFICER

oate ofth.l1 ..1.t:

910,534,919

10,825,491,173

11,736,025,991

ft'lBtr'-it^,
MICHAEL K. KIMOTHO
AG. HEAD OF FINANCE & STRATEGY
ICPAK Member No: 6490

oate,. !. t .li&..1. r,l r

609,984,714

6,228,170,959

6,839,155,673

MR. HIRA M. KEEN
CHAIRMAN

25

26 &27

The Financial ments set out on pages 1 to 6 were signed on behalf of the Board of

f
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Athiwater seruices board repofts and financialsfafements, for the financial year ended, June 30th, 2017

Notes

Cashf low from operating ac{ivities

Surplus for the period

Prior Year

Adjustments for:

Depreciation

Operating surplus before working capital changes

(increase)/Decrease in Debtors

(increase)/Decrease in prepayments

(increase)/Decrease in lnventories

increase/(Decrease) in creditors & Accruals

increase/(Decrease) in current provisions

Net cashflow from operating activities

lnvesting Activities

lncrease in Fixed and intangible Assets

Net cashflow from investing activities

Financing Activities

increase/(Decrease) in deferred income

lncrease in loan

Net cashflow from financing ac{ivities

Net increase in cash and cash equivalent

Movement in cash and cash equivalents

Cash and cash equivalents at beginning of period

Cash and cash equivalents at the End of period

2017

Kshs

300,550,105

2016

Kshs

114,637,365

to & t/

21

409,065,5'14 393,246,815

709,615,619 507,884,180

,)')

(5,568,755,410)

224,935

19,934

(378,368,717)

(1,782,478)

(237,604,493)

(1,056,524)

741,7U

112,574,zil

5,1%,U4

(5,948,661,736) (120,150,186)

16 &17 (5,092,886,957) (4,526,519,684)

(5,092,886,957) (4,526,519,684)

4,597,320,214

5,314,828,339

448,831,553

2,U6,037,227

9,912,148,553 3,84,868,780

1419,784,5211 (843,916,910)

806,372,460 1,650,289,369

386,587,938 806,372,460

tl
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Athi water seruices board repofts and financialsfafemenfs, for the financial year ended, June 30tn, 2011

ACCUMULATED
FUND (KSHS) PRIOR YEAR

TOTALS
(KSHS)

Balance brought forward as at 1st July 20'lS

Surplus for the period

Balance carried down as at 3oth June 2010

Balance brought Forward as at'1st July 2016

Surplus for the period

Balance carried down as at 30th June 2017

495,U7,U9
'l'14,637,365

495,U7,U9

114,637,365

609,984,713 609,994,713

609,994,713 609,984,713

300,865,374300 550,1 05

910,534,919 910,850,099
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Athi water seruices board reports and financialstafements, for the financial year ended, June 30th, 2017

XUI. NOTES TO THE FINANCIAL STATEMENTS

1, GENERAL INFORMATION

Athi Water Services Board is established by and derives its authority and accountability from the Water Act 2002.

AWSB is wholly owned by the Government of Kenya and is domiciled in Kenya. AWSB's principal activity is to ensure

efficient, effective and sustainable provision of quality and affordable water services (defined to include sewerage) in

its area of jurisdiction - Nairobi County, Kiambu County and Gatanga Sub County of Muranga County.

2, STATEMENT OF COMPLIANCE AND BASIS OF PREPARATION

Athi Water Services Board's financial statements have been prepared in accordance with and comply with

lnternational Public Sector Accounting Standards (IPSAS). The financial statements are presented in Kenya shillings,

which is the functional and reporting currency of AWSB. The accounting policies have been consistently applied to all

the yeans presented.

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.

3. ADOPTION OF NEW AND REVISED STANDARDS

i. Relevant new standards and amendments to published standards effective for the year ended 30

June 2017

Standard lmpact

IPSAS 33: First time adoption

of AccrualBasis IPSAS

AWSB adopted IPSAS in the year ended 30 June 2014 and therefore provisions of

first time adoption of accrual basis does not apply.

IPSAS 34: Separate

Financial Statements

The Board does not have any subsidiaries , joint ventures or investments and

therefore the standard does not apply

IPSAS 35: Consolidated

Financial Statements

The Board does not have any subsidiaries , joint ventures or investments and

therefore the standard does not apply

IPSAS 36: lnvestments in

Associates and Joint

Ventures

The Board does not have investments in associates or joint ventures

IPSAS 37:Joint

Arrangements

The Board does not have an interest in a joint arrangement and therefore the

standard does not apply

IPSAS 38: Disclosure of

lnterests in Other Entities

The Board does not have an interests in other entities and therefore the standard

does not apply

ii. New Standards and lnterpretations ln lssue But Not Yet Effective in Year Ended 30th June 2017

Standard Effective date and impact:

IPSAS 39: Employee

Benefits

Applicable: 1d January 2018

The objective to issue IPSAS 39 was to create convergence to changes in IAS 19

Employee benefits. The IPSASB needed to create convergence of IPSAS 25 to the

amendments done to IAS 19. The main objective is to ensure accurate information

relating to pension liabilities arising from the defined beneflt scheme by doing away with

the corridor approach.

IPSAS 40: Public Applicable: 1't January 2019:

9ll'asc
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iii. Early adoption of standards

Athi Water Services Board did not early - adopt any new or amended standards inyear 2017

4, SIGNIFIGANTACCOUNTING POLICIES.

a) Revenue recognition

Revenues from lease fees and miscellaneous income have been recognised as exchange transactions. Grants for the donors
and Govemment of Kenya have been recognised as non-exchange transactions. Lease fees lncome is recognized in the year
in which it is due. A grant from the Govemment of Kenya and other donors for specific expenses is recognized as income in
the same period as the relevant expense,
Grants related to depreciable assets are recognized as income over the periods and in the proportions in which depreciation
of those assets is charged.

b) Budget information

The annual budget is prepared on the accrual basis, that is, all planned costs and income are presented in a single statement
to determine the needs of the entity. As a result of the adoption of the accrual basis for budgeting purposes, there are no
basis, timing or entity differences that would require reconciliation between the actual comparable amounts and the amounts
presented as a separate additional linancial statement in the statement of comparison of budget and actual amounts.

c) Property, plant and equipment
Property, Plant and equipment are stated at historical cost less accumulated depreciation and impairment losses.

Depreciation is calculated on the straight line basis, at annual rates estimated to write off the carrying values of the assets
over their expected useful lives.

The annual depreciation/amortization rates in use are:
Office Equipment - Computers 33Yo
Furniture and fittings 10o/o

Motor Vehicles 25o/o

Plant and Equipment 10o/o

Dams and Pans 2.5o/o

Water Meters 20Yo

Water & Sewerage lnfrastructure 2.50/o

lntangible assets 33o/o

d) lntangible assets
lntangible assets acquired separately are initially recognized at cost. Following initial recognition, intangible assets are canied
at cost less any accumulated amortization and accumulated impairment losses.
e) Financialliabilities

(i) lnitial recognition and measurement

All financial liabilities are recognized initially at fair value and, in the case of loans and borrowings, plus directly attributable
transaction costs.

(ii) Loans and borrowing
After initial recognition, interest bearing loans and borrowings are subsequently measured at amortized cost using the
effective interest method.

10 ll'}auc

Standard Effective date and impact:

Sector Combinations The standard covers public sector combinations arising from exchange transactions in

which case they are treated similarly with IFRS 3(applicable to acquisitions only)

Business combinations and combinations arising from non-exchange transactions which

are covered purely under Public Sector combinations as amalgamations.



Athi water seruices board reports and financial stafemenfs, for the financial year ended, June 30th, 2017

Amortized cost is calculated by taking into account any discount or premium on acquisition and fees or costs that are an

integral part of the effective interest rate.

0 lnventories
lnventories are stated at the lower of cost and net realizable value. Cost is determined by First in first out (FIFO) method. Net

realizable value is the estimate of the selling price in the ordinary course of business less the selling expense. lnventories are

recognized as an expense when deployed for utilization or consumption in the ordinary course of operations of the Entity.

g) 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 economic 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 to be reimbursed, for example, under an insurance contract, the

reimbursement is recognized as a separate asset only when the reimbursement is virtually certain.

The expense relating to any provision is presented in the statement of financial performance net of any reimbursement.

h) Contingent liabilities
The Entity does not recognize a contingent liability, but discloses details of any contingencies in the notes to the financial

statements, unless the possibility of an outflow of resources embodying economic benefits or service potential is remote.

i) Gontingent assets
The Entity does not recognize a contingent asset, but discloses details of a possible asset whose existence is contingent on

the occunence or non-occurrence of one or more uncertain future events not wholly within the control of the Entity in the

notes to the flnancial statements. Contingent assets are assessed continually to ensure that developments are appropriately

reflected in the financial statements. lf it has become virtually certain that an inflow of economic benefits or service potential

will arise and the asset's value can be measured reliably, the asset and the related revenue are recognized in the financial

statements of the period in which the change occurs.

j) 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.

k) Changes in accounting policies and estimates
The Entity recognizes the effects of changes in accounting policy prospectively

l) Employeesentitlements

(i) Leave:

Employees' entitlements to annual leave are recognized when they accrue to employees. A provision is made for the

estimated liability for annual leave as a result of services rendered by employees' up to the balance sheet date.

(ii) National Socialsecurity Fund

The corporation contributes to the statutory National Social security Fund (NSSF). This is a defined contribution scheme. The

company's obligation under this scheme is limited to specific conhibution regulated from time to time and cunently at Ksh 200

per employee. The company's contribution is charged to the income statement in the year to which they relate.

m) Capitaland Revenue Grants
Grants are recognized at their fair value where there is reasonable assurance that the grant will be received and all attaching

conditions willbe complied with.

When the grant relates to an expense item, it is initially recognized as deferred income (liability) and released as income over
periods necessary to match the grant on a systematic basis to the cost that it is intended to compensate.

11 l l'a g c
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When the grant relates to an asset, (Capital) the landed cost or the fair value is credited to a deferred income account and is
released to the income statement income over the periods and in the proportions in which depreciation of those assets is
charged.

n) Deferred income recognition
All Grant money received from Donors and GoK is initially recorded as defened income in the financial statements. All
recurrent prqect costs incurred in relation to the grant are debited to this this account and credited to grant income.
Grant expenditure relating to assets is periodically released to grant income by debiting the deferred income account with the
value of the annual depreciation and crediting grant income with the same amount.
Deferred income is a liability in the books of accounts. The transactions passed are as given below:

i. Cash received from donor
Dr. Cash at Bank

Cr. Deferred income
ii. Project costs

Dr. Defened income

Cr. Grant income

iii. Annualdepreciation
Dr. Deferred income

Cr. Grant income

o) Foreign currency transactions
Transactions in foreign currencies are initially accounted for at the ruling rate of exchange on the date of the transaction.
Trade creditors or debtors denominated in foreign currency are reported at the statement of financial position reporting date
by applying the exchange rate on that date. Exchange differences arising from the seftlement of creditors, or from the
reporting 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.

p) 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 bonowings
have been incurred. Capitalization ceases when construction of the asset is complete, Further borrowing costs are charged to
the statement of financial performance.

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

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

s) Provisions
Provisions are recognized when the company has a legal or constructive obligation as a result of past events and it is
probable that an outflow of resources will be required to settle an obligation and a reliable estimate of the amount can be
made.

0 Taxation
Athi Water services board is a non-commercial state corporation in the provision of essential services. Provision for taxation
has not been made

5. Critical Accounting Estimates, Judgements and Assumptions
ln the process of applying the Board's accounting policies, the directors have made estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities as at the date of the flnancial
statements and the reported amounts of revenues and expenses during the reporting period. Estimates and judgments are
continually evaluated and are based on historical experience and other factors, including expectations of future events that
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are believed to be reasonable under the circumstances. Although these estimates are based on the directors' knowledge of

current events and actions, actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are

recognized in the period in which the estimate is revised if the revision affects only that period or in the period of the revision

and future periods if the revision affects both current and future periods.

(a) Critical Judgments in Applying the Board's Accounting Policies

ln the process of applying the Board's accounting policies, judgments have been made in determining:-
. Whetherthe assets are impaired;
. The classification of financial assets;
. The going concern.

(b) Critical Accounting Estimates and Assumptions

The key areas of judgments and sources of uncertainty in estimation are as set out below:

(i) Useful lives of property and Equipment

The directors make estimates in determining depreciation rates for property and equipment. The rates are set out in the

accounting policy (g) above for property and equipment.

The board review the estimated useful lives of plant and equipment at the end of each reporting period. During the financial

year, no changes to the useful lives were identified by the board of directors.

(ii) ContingentLiabilities
As disclosed in these financial statements, the Board is exposed to various contingent liabilities in the normal course of

business.

The directors evaluate the status of these exposures on a regular basis to assess the probability of the Board incurring

related liabilities. However, provisions are only made in the financial statements where, based on the directors' evaluation, a

present obligation has been established.

(iii) Provision for Doubtful Debts

The Board reviews its travel advances portfolio to assess the likelihood of impairment. Provision for impairment of receivables

is established when there is objective evidence that the Board will not be able to collect all amounts due. Where necessary an

estimation of the amounts irrecoverabte is made in that year. Provision for impairment shall be recognized upon approval by

the Board of Directors.

(iv) Other Provisions

Other provisions are recognized when the Board has legal or constructive obligation as a result of past events, for which it is

probable that an outflow of economic benefits will be required to settle the obligation, and a reliable estimate can be made of

the amount of the obligation.

(v) lmpairment Losses

At each reporting period end, the Board reviews the carrying amounts of its tangible and intangible assets to determine

whether there is any indication that those assets have suffered an impairment loss. lf any such indication exists, the

recoverable amount of the asset is estimated in order to determine the extent of the impairment loss.

Where it is not possible to estimate the recoverable amount of an individual asset, the Board estimates the recoverable value

of the asset. Any impairment losses are recognized as an expense immediately. Where an impairment loss subsequently

reverses, the carrying amount of the asset is increased to the revised estimate of its recoverable amount. A reversal of an

impairment loss is recognized as income immediately.

(vi) Sewerage infrastructure adjustment
During the year the Board adjusted the Sewerage lnfrastructure with Kshs 96,059,467 which was due to double capitalization

of Certificate No.12 and 15.0f Kiu River sewerage project.

Double capitalization breakdown -Kiu River Sewege prolect.

Details Amount (Kshs)

Certficate 15

Certficate 12

21,290,998

74,768,469

Total 96,059,467
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201
Kshs

Details 2017

Kshs
6. Operationa! lncome

Adninistration fee from NairobiWater & Sewerage Company

Administration fee from Other WSP's

1,213,644,090

101,599,053

797,514,949

81,948,806

Total.This is a reimbursement to the recurrent costs of AWSB and loan
repayment amount 1,315,243,143 879,463,755

7 Other lncome
Miscellaneous income
lnterest on deposit

Gain/(Loss) on Disposal

7,515,710
24,361,361

1,096,643

47,731,099

Total-it includes majorly income from sale of tenders, and interest earned on
bank deposits 31,877,071 48,827,732

8. Grants Restricted (Donors)

ACP.EU
IDA

KWSP

AFD

WaSSIP
KISSIP

ADB - Kibera

5,029,926

12,078,594
'1,016,148

66,199,377

28,465,151
6,737,438
1,865,652

5,505,463

15,597,464
7,266,513

71,449,921
41,118,672

1 865,652

Total-it includes income earned from donor financing 121,381,276 142,902,695

9. Grants Restricted GOK)

GOK-This is government support for project specific recunent costs 205,663,640 283,320,569

10. Administrative Expense
Rent and Rates
Advertising Expenses
Entertainment & Office Tea
General Office Running Expenses
Printing & Stationery
Education and Training
Library & subscription Expenses
Workshops & seminars
Travel and Accommodation
Telephone Expenses
Audit & Management fees
Bank Charges
lT Costs & Accessories
Transport operating
Uniform & Clothings

Repairs& maintenances-Office Equipment,Furniture and Fttings

Emergency Works and Hire of plant & Equipment
Professional Consultancy Fees

23,779,625
10,332,029

819,934

2,608,039

3,227,215
16,418,730

666,520
11,759,726
18,805,71 1

3,079,612

912,000

4,375,979
6,841,250

8,101,577
2,035,700

919,941

and Evaluation
5,529,429
1,282,091

23,040,595

14,139,719
g01,gg0

2,395,049

765,1 64
13,974,993

472,320
10,957,376

17 ,361,709
2,865,007

1,654,000

8,751,095

5,623,822
7,449,499

2,483,835

814,629

1 982

121,393,993Tota! 115,632,355
11 Board Expenses

Honoraria

Board Allowances
960,000

31,932,814
800,000

028
Total 32,892,914 27,699,029
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I tz. Staff
115,552,978
24,343,903

993,210
7,180,452
1,642,373

21,993,555
151,200

3,865,986
10,683,773

398,484
2,999,998

121,090,465

26,566,629
1,014,701

8,090,760
1,759,672

23,240,515
166,400

3,129,090

12,740,590
282,857

3,976,244

Basic Pay

House Allowance
Entertainment Allowance

Transport Allowance
Leave and Passage allowance

Gratuity Contribution

N.S.S. F Employers Contribution

Staff Welfare
MedicalExpenses
lntern Allowance
Other Allowance-Bonus

189,805,912Total 202,057,923

13. Operational Expense

360,424
18,526,147

151,672,146
540,000

1,998,380

1,699,916

31,656,119
41/60

198,302,130

20,175,422

Planning and Design

Environmental I mpact Assessment
Pans & Dams
Asset renewal- other WSPs

G.O. K counterpart Expenses

Proiect Cost-Crop compensation

253,873,728Total 171,098,717

3,218,025
5,787,752

3,257,558
5,121,396

14. General Expenses

Membership of Professional Associations

lnsurance

9,379,954Total 9,005,777

7,116,944
144,844,446

15,842,430

961,760
1 10,336,501

48,177,721
'185,587,609

15. Project Cost

GOK

IDA

KWSP

WASSIP
ACP-EU
ADB

AFD - NCT
167,803,820Total 345,063,591
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17. lntangible assets

Description

747 321

19

2016-2017 201 5.2016

Kshs Kshs

COST

Cost Fully depreciated
Cost Depreciable

Subtotal Cost As at beginning of the year

Additions
Purchase

Disposal
Reclassification

16,435,857

41,765,797

58,201,654

18,361,360

-2,352,426

7,382,525
43,502,502
50,885,027

7,316,627

As at the 30 June 2017 74,210,588 58,201,654

Amortization and impairment at the beginning of the year

Amortization for the year

Amortization adj for transferred/disposed Assets

36,693,192

13,832,084
-194,075

22,143,291

14,549,901

As at 30 June 2017 50,331,200 36,693,192

Net Book Value 30th June 2017 23,879,387 21,508,462

18. lnventory 2017 201 6

Office consumables 747,321 767,255

767,255

Debtors
Operating Debtors-WSPs

Debtors NCWSC

Other Debtors

Staff Debtors

Advance payments

Rent Deposit

269,704,736
2,976,806,935

13,292,390

3,274,938
6,204,226,859

4,366,376

255,556,076
2,500,824,960

10,340,439

2,970,100
1,128,858,873

4,366,376

Total 9,471,672,234 3.902.916,824

20. Prepayments
Prepaid maintenance
Prepaid rent
Prepaid insurance
Ask Show

1,329,052
11,381,040

4,680,254

741,596
11,661,757

4,946,928
365,000

Total 17,390,345 17,615,280

21 Cash & Bank Balances
Current account
On - call deposits
Fixed deposits account

Staff car loan/ mo(gage
Others-cash in hand

121,396,782
65,000,000

200,108,385

82,770

806,255,557

108,385

8,51;

Total cash and cash equivalents 386,587,938 806,372,460
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21 (a) Detailed analysis of cash and cash equivalents

2016.2017 2015-2016

Financial institution Account number Kshs Kshs

a) Current account

Cooperative Bank-operations 01 136084618500 60,591,216 300,133,938

Cooperative Bank-Escrow 01 141084618500 123,329 1 19,488

Cooperative Bank-KWSP 01 1 3608461 8501 0 139,008

Kenya Commercial bank-WASSIP 1 104167816 84,507

Kenya Commercial bank-WASSIP-AF 1 139107380 12,910,397 302,460,966

Kenya Commercial bank-AFD-NCT 1 1 56760372 13,637,029 148,529,765

Kenya Commercial bank-KlSSl P 1 143199359 902,771 2,913,039

NIC Bank-EU partner contribution 1000014032 383,004

NIC Bank-ADB Kibera 1 00001 0037 381,707

NIC Bank-EU PES 1000598638 1,797,030

NIC Bank-ADB NARSIP 1000017414 222,711 16,396,945

Chase Bank 0212056995003 33,009,340 33,016,160

Sub- total 121,396,792 806,255,557

b) On . calldeposits

Cooperative Bank 15,000,000

Cooperative Bank 50,000,000

Sub- total 65,000,000

c) Fixed deposits account

Cooperative Bank 200,000,000

Bank 1 385 1

Sub- total 200,108,395 108,385

d) Others

cash in hand 82,770 8,518

Sub- tota! 82,770 8,518

Grand total 386,587,939 806,372,460

22. Creditors and Accruals 2017

Kshs
2016
Kshs

Employee Entitlements

Payroll creditors

VAT & Wholding Tax

Accounts Payable

56,269

5,399,591

83,742,739

545,026,020

963,694

270,943

68,434,655

942,923,055

Total 634,223,619 1,012,592,337

18 ll'asc
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23. Current provisions
Untaken leave

benefits

Kshs

Audit and
management fees

Kshs

Total

Kshs

Balance at the beginning of the year

Additional provision for the year

Provision utilized

Decrease/ (increase) in provision for the

vear

6,136,081

1,050,566

(2,865,803)

(1,815,237)

874,000

974,000

6,136,081

1,924,566

(2,865,803)

(941,2371

Balance as at 30 June 2016 4,320,8M 974,000 5,194,844

Balance as at 1st July 2017

Additional provision for the year

Provision utilized

4,320,8U

712,972

(2,495,450)

874,000

812,000

(812,000)

5,194,8rl4

1,524,972

(3,307,450)

Decrease/ (increase) in provision for the
year

(1,782,4781, (1,782,4781

Balance as at 30 June 2017 2,539,366 874,000 3,412,366

24. LOANS 2017 2016

a. Loans-AFD

Openning balance 2,881,171,031.76 2,864,590,907.68

Disbursement for the year 130,884,383 124,641,235

Subtotal 3,012,055,414 2,989,232,142

lnterest 84,819,176 84,278,002

Total Loan 3,096,874,590 3,073,510,144

Less payment of AFD loan and Accrued lnterest '165,491,764 192,339,112

Loan Balances 2,931,382,826 2,881,171,032

lnterest on Opening Balances @2.9Yo 83,553,960 83,073,136

lnterest on Disbursements during the year @2.9Yo
for an assumed period of 1/3 of an year 1,265,216 1,204,865

Tota lnterest expense 94,819,176 84,278,002

b. LOAN KfVV-NST 96,170,642 115,674,029

c. LOAN KM-NCWDN 380,656,196 34,795,032

d. Loan-AFD NTC 2,947,054,231 646,830,012

e. Wassip Loan 13,470,781,385 11,325,917 ,287

f. AfDB Loan - NairobiRivers 4,222,916,481 3,729,746,029

Totalloans 24,048,961,760 18,734,133,420

2017
Kshs

2016
Kshs

495,347,348

114,637,365

609,984,713

300,550,105

Accumulated Fund

Opening Balance

Prior year

Surplus for the period

910,534,818 609,984,713Total

4,736,497 5,484,397

25.

26. Deferred lncome-Short Term

IDA

Total 4,736,497 5,484,397

27. Deferred lncome-Long Term

IDA

BADEA-Kajiado rural

KWSP

GOK

9,862,852

359,615

21,193,536

1,016,148

3,433,922,977

19 lPasc
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28. Financial Risk Management

Financial Risk Management Objectives and policies
The board of directors of Athi Water Services Board (AWSB) have developed a risk management policy and guidelines which
form an effective framework for managing its internal and e(ernal risks. This policy appliei to all activities of lne Board and
form part of decision making within the strategic and operational planning processes ai all levels.

AWSB 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 has adopted ISO 31000 as the guiding framework in developing and implementing an integrated risk management
frameworUstrategy. The Board's approach to risk management is based on risk governance-structures, risk managemlnt
policies, risk identification, measurement, monitoring and reporting. The risk management policies and systems ar6 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 accountabilities;
. The processes, procedures and reports that manage risks;
. The mitigating factors, prevention, contingency plans and controls.
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 coniinuity risks.i) Operational risks are events, hazards, variances or opportunities which could influence the achievement of the

Board's compliance and operational objectives.
ii) Strategic risk is a significant unexpected or unpredictable change or outcome beyond what was factored into the

organization's strategy and business model which could have an impact on the entity's performance.
iii) Business continuity risks are those events, hazards, variances and opportunities which could influence the continuity

of the entity.

One of the key risks for the Board has identified in both the operational and strategic areas is the sustainability of the
Administrative fee receivable in the provisions of the Water Act 2016 Financial risli as defined in IPSAS 15 and the
management thereof, form part of this risk area.
The Members of the Board have the overall responsibility for the establishment and oversight of the Board's risk management
framework. The Board has delegated its risk management to the 'Audit, Risk and Governaice Committee'. One of the
responsibilities of this commiftee is to review risk management strategies 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 ouflined berow:-
a) Liquidity Risk
Liquidity risk is the risk that the Board will not have sufficient linancial 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 ilows from revenue and
capital/operational outflows, assets and liabilities according to their maturity profiles and can occur where cash flow streams
have been discontinued, etc. Funding risk arises when the necessary liquidity to fund illiquid asset positions cannot be met at
expected terms and when required.
The objective of the liquidity and funding management is to ensure that all foreseeable 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.

20 l['auc

2017

Kshs
2016

Kshs
AFD

WASSIP

ACP-EU

ADB

KISSIP

2,253,926,704

17 ,791,919

98,851,210

179,1gg,2gg

196,499,662

2,320,115,091

17,781,919

103,881,136

162,366,105

162,409,660

10,820,754,676 6,222,696,562Total
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The Board has adopted an overall balance sheet approach which consolidates all sources and uses 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 requirements 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.

The table shows the undiscounted cash flows on the Board's financial assets and liabilities. The liquidity ratio in FY 2016117

is 17.09 2015t16

The Board has an established corporate governance structure and process of managing risks regarding guarantees and

contingent liabilities. All guarantees issued are approved by the Members of the Board and are administratively managed by

the finance department.

The primary sources of revenue for the Board are receipts from the water service providers which comprise of the

administrative expense reimbursement, loan repayment reimbursement and Grants from the National Government and

development partners.

b) Market Risk

lriarket risk is the risk that the fair value of future cash flows of financial instruments will fluctuate because of changes in

foreign exchange rates, prices and interest rates. The objective of market risk management policy is to protect and enhance

the StatementJof Financial Position and performance by managing and controlling market risk exposures within acceptable

parameters, and to optimize the funding of business operations and facilitate capital expansion. The Board is exposed to the

following market risks:-

(i) Currency Risk
ihe 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 AWSB is the administrative levy which is denominated in Kenya Shillings. The exposure arises where

the contract prices are denominated in foreign cunencies for the development funded projects. This mitigated by enforcing

direct payments so as to reduce the exposure. Price risk is therefore rated as minimal.

(iii) lnterest Rafe Rrsk

ihe 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.

c) OperationalRisk
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 behaviour.

Ihe Boardseeks 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.

'Ihe 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 and to avoid control procedures that restrict initiative and creativity.

2015/162016t17

KshsKshsFinancialAssets

386,587,938 806,372,460Cash & Cash Equivalents

9,471,672,234 3,902,916,824Receivables

4,709,289,2849,858,260,172Total FinancialAssets

Financial Liabilities

1,012,592,337545,026,020Payables

1,012,592,337545,026,020Total Financial Liabilities

3,696,696,9479,313,234,152NET L!QU!DITY

3.6517.09LIQUIDITY RATIO
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The primary responsibility for the development and implementation of controls to address operational risk is assigned to
senior management. The responsibility is supported by the development of overall standard's for the managemerit of
operational risk in the following areas:-

' Requirements for appropriate segregation of duties, including the independent authorization of transactions;
' Requirements for the reconciliation and monitoring of financial transactions;. Compliance with regulatory and legal requirements;. Documentation of controls and procedures;

' Requirements for the yearly assessment of operational risks faced and the adequacy of controls and procedures to
address the risks identified;

' Requirement for the reporting of operational losses and proposed remedial action;. Development of Business Contingency plans;
. Training and professional development;. Ethical and business standards; and. Risk mitigation, including insurance where it is effective.

Operational risks are documented in the AWSB quality manual and are managed by the lnternal Audit function established to
spearhead and coordinate risk management activities. The measures taken include proactively identifying, analysing and
mitigating risks in all facets of the business.
d) Compliance and Regulatory Risk
Compliance and regulatory risk includes the risk of non-compliance with regulatory requirements. The Board has complied
with all externally imposed requirements throughout the year.
e) Legal Risk
Legal risks is the risk of unexpected loss, including reputational loss, arising from defective transactions or contracts, claims
being made or some other event resulting in a liability or the loss for the Bolrd, failure to protect the tile to and inabiiity to
control the rights to assets of the Board (including intellectual property right), changes in law, or jurisdictional risk.
The Board manages legal risk through the legal function, legal risk policiLs and procedures and ihe effective use of internal
controls and external lawyers.

29. Related Party Balances

a. Nature of related party relationships

Enlities 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 associales and
close family members.

The entity is related to

The National Government;
Ministry of Water and lrrigation;
Water Services Regulatory Board
Water Service Providers;
Key management;

Board of directors;

b. Transfers to and from related parties

Transfers from Ministry of Water and lrrigation

D

ii)

iii)

iv)

v)

vi)

22 ll'}asc



Athiwater seruices board reports and financialsfatemenfs, for the financialyear ended, June 30th, 2017

Total 792 196 191 181 226 792

c, Key management remu neration

Directors

Senior Management staff

2017

Kshs

32,892,814

25,353,429

58,246,243

2016

Kshs

27,699,028

32,798,566

60,497,594

d. Amounts due from related parties

i. Amounts due from Water service Providers

ln the normal course of business the Board enters into transactions with related parties. Athi Water Services

Board (AWSB) as the Asset Holding Entity has signed Service Provision Agreements with eleven Water

Services Providers. During the year the transactions conducted between these related entities were at arm's

length and in the normal course of business in compliance with the provisions of the Service Provision

Agreement and the Water Act 2002. The following transactions were carried out with related parties:-

e. Amounts due to related parties

AWSB was not owed any amounts by related parties as at 30th June 2017

30. Segment Reporting
The Board does not have any branches or reporting segments. All the operations of Athi Water Services Board are

managed from the registered office.

The Mandate of AWSB is as stipulated in the Water Act 2002 and there is no distinguished component engaged in

providing individual service that is subject to risk and returns that are different from the main mandates of AWSB.

23 ll'}arle

4th
Quarter
Kshs.
Million

Total
Kshs.
Million

Approved
Estimate
s Kshs.
Million

lst
Quarter
Kshs.
Million

2nd
Quarter
Kshs.
Million

3rd
Quarter
Kshs.
Million

DEVELOPMENT VOTE

23 9090 23 23 23Nairobi Water Distribution Network

20 8080 20 20 20Nairobi Satellite Towns Water & Sanitation

63 250250 63 63 63Northern Collector

43 140140 33 33 33Water & Sanitation Services lmprovement Project

10 2020 5 5Nairobi Rivers Basin Restoration

15 6060 15 15 15Reh. Water Supply & Sewerage - Oloitoktok Town

8 3232 8 8 8Kajiado Rural Water Supply

45 12030 25 20120Kiserian Sewerage

2017 2016

Lease fees receivable from WSPS Kshs Kshs

As at 1st July 2,756,381,036 2,552,953,764

Lease fees receivable for the year 201612017 1,315,243,142 879,463,755

Amount due from WSPS 4,071,624,178 3,432,417,519

Lease fees received during the year 341,827,079 676,036,483

Write-offs during the year 483,285,428

Balance as at 30th June 2017 3,246,511,671 2,756,381,036



Athi water seruices board repofts and financialsfafemenfs, for the financial year ended, June 30th, 2017

31. Contingent assets and contingent liabilities
AWSB did not have any contingent liability as at 30th June 2017

32. Capital commitments

33. Events afterthe reporting period

There were no material adjusting and non- adjusting events after the reporting period.

34. Ultimate and Holding Entity

Athi Water Services Board is a State Corporation under the Ministry of Water and lnigation. lts ultimate parent is the
Government of Kenya.

35. Currency

The financial statements are presented in Kenya Shillings (Kshs).

CAPITAL COMMITMENTS

Capital commitments 2016-2017

Kshs
201 5.2016

Kshs
1 Nairobi Water Distribution Network 2,886,677,274 176,212,594
2 Nairobi Satelite Towns Water and Sanitation m 189,416,061
3 Extension Of NairobiWater Supply (Northern Collector) 6,217 71 661 209
4 Ithanga Water supply

5 Water & Sanitation Services & lmprovement Project (Athi WSB) 5,907,695,463 2,137,329,902

6
Rehabilitation Of Water Supply And Sewerage For Oloitokitok
Town 784 000

7 Kajiado Rural Water Supply 000
8 Kiserian Sewerage Project 501

9 Kenya Towns Sustainable water supply and Sanitation program

10 Nairobi Metro Area Bulk water Sources-Ruiru ll Dam

11
Nairobi BasinRivers AndRehabilitation Restoration Programme:

131,937 941
12 Nairobi Metro Area Bulk water Sources-Karimenu ll 17 000

TOTAL
71 1 1 3 21 1
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Athiwater seruices board reports and financiatsfatements, for the financialyear ended, June 30th, 20ll
XX. Appendix 2: INTER-ENTITY TRANSFERS

t

ENTITY NAME: ATHI WATER SERV]CES BOARD

Break down of Transfers from the State Department of WATER

FY 16t17

a Recurrent Grants

Bank Date Amount (KShs) lndicate the FY to which the amounts relate

N/A N/A N/A

Total

b Development Grants

Bank Statement Date Amount (KShs) lndicate FY to which the amounts relate

GOK counterpart 31-Jul-17 148,000,000.00 2015t2016

WaSSIP.AF 13-Dec-16 136,656,406 2016-2017

GOK counterpart 11-Oct-16 163,000,000 2016-2017

GOK counterpart 23-Nov-1 6 223,000,000 2016-2017

GOK counterpart 23-Mar-17 180,500,000 2016-2017

Drought mitigation 27-l:/'ar-17 55,433,233 2016-2017

Drought mitigation 26-Apr-17 44,566,766 2016-2017

Murang'a water projects 24-Apr-17 461,000,000 2016-2017

GOK counterpart 11-May-17 155,500,000 2016-2017

Water Meters 11-May-17 5,000,000 2016-2017

Karimenu ll Dam 24-May-17 3,650,000,000 2016-2017

Total 5,222,656,405

c. Direct Payments

Bank Date Amount (KShs) lndicate the FY to which the amounts relate

WaSSIP-AF N/A 1,277,719,909 2016-2017

AFD.NCT N/A 2,300,224,219 2016-2017

NARSIP N/A 540,255,846 2016-2017

Nairobi Distribution .KfW N/A 328,330,417 2016-2017

Satellitetown -KfW N/A 8,907,569 2016-2017

Total 4,455,437,959

d. Donor Receipts

Bank Stalement Date Amount (KShs) lndicate the FY to which the amounts relate

WaSSIP.AF 31-Jul-16 100,000,000 2015t2016

WaSSIP.AF 13-Dec-16 895,609,440 2016-2017

Total 995,609,440
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a Athiwater seruha board repofts financial statements, for the financial year ended, June 3@, 2017

XXl. Appendir 3: NG OF TRANSFERS FROM OTHER GOVERNMENT ENTITIES

During the firnnchlyear under AWSB did not receive any transfers from other govemment agencies

t

(,L
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