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Kakamega Water and Sanitation Company Limited (KACWASCO) was

under the Act (Cap 486). Kakamega County took over the operations of from
Victoria N Water Services Board (LVNWSB) on July 1,2016, following a separation of
joint for water supply between Busia and Kakamega counties. This was brought
by the new that made water services provision a devolved function

Goals (SDGs) Goal 6 focuses on achieving universal and equitable access to
drinking water, adequate and equitable sanitation and hygiene and endand open

defecation, special attention to the needs of women and girls and those in
vulnerable si

Kenya's Vi 2030 for Water and Sanitation is to ensure that improved water and

are and accessible to all by 2030. Kenya's Constitution entrenches water
right by establishing a right to reasonable standards of sanitation and clean

safe water quantities.

a

The Water 20r6
defines roles and re
devolution

The
and
quality
achieving
in a clean

aligns the water sector with the constitution. The Act
,sponsibilities in the delivery of water and sanitation services within
k.

secure environment.

the

the

the County Integrated Development Plan (crDP) provides the strategic direction
of Kakamega County It envlslons *A wealthy and county offering highvibrant

to its residents" Provision of quality water and sanitation servlces are critical to
County's vlslon by providing sustainable access to adequate clean and safe water
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I Dr. John
Wamakc
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IIUMANITIES
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a
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ENGINEERING
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ENGINEERING

BSc IN CIVIL ENGINEERIN
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I

\
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Bsc. Water & Environmental
Engineering
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'S STATEMENT

its my pleasure to outline the following progress and achievementsLadies and

made so far this Financial year 201812019

The projects will enhance water
reliability, increased coverage
and revenue.

Mobilizatior
funds
external sou

from
I of

rce

The Board has mobilized funds
from the following;
- County Government of

Kakamega - 8Tmillion for
construction of 5000m3
storage water tank

- USAID-KIWASH
2Smillion for pipeline
extension in Butere, Bishop
Stam and Company branding

- SNV 3million for
construction of water sump in
Malava and pipeline
extension in Kipkaren

- PEWAK 3million for
reduction of NRW

This will increase water coverageRegulation
managemen
operational
based
schemes

of
and

rural
water

The Board has provided
guidelines that will ensure that
the schemes once taken over will
be sustainable.

This has led to availability of
funds for water infrastructure
development

Enhanced
Partnership
the Compan

Donor
within

{

The Board has created an

environment that has enhanced
partners like USAID- KIWASH,
SNV, KMT and PEWAK

This has led to compliance with
WASREB regulations and other
statutory guidelines and
adherence to 2o/o BoD expense as

a percentage of Operation and
Maintenance expenses

Increased Cr

Governance
)rporate The Board has had structured

meeting as guided by WASREB
and has passed key resolutions
that have ensured growth of the
Company.
- Development of Board

Charter
- Ensured Board evaluation

IX
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Yours

Dr John lo

Full Board hairman

This has led to operational
efficiency and adherence to
various statutory regulations and
guidelines

Intemal The Board has enhanced internal
controls in all departments
including the Technical,
Commercial and Finance and HR
and Administration departments.

Enhanced
Controls

This has led to compliance with
the Public Financial Management
Act,20l2 and other regulations

ement The Board has ensured approval
of Risk Management Framework
and necessitated risk based

audits.

Risk Manag

x
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REPORT O THE CHIEF EXECUTIVE OFFICER

Ladies and this Financial year the Management through the assistance of the Board

of Directors some milestones key among them are outline below

Y

Atwa

Managing

xt

Company re branding has

increased Company
visibility.

Company
Branding

The Management has ensured company
branding by ensuring provision of Staff
ID Cards, Staff Uniforms, branded

Protective gears, Calendars, Diaries,
buildings, offices, vehicles and

motorbikes amongst others.
This led to compliance with
the PPOA regulations and
prudent Financial
Management.

f thc
t Pan

The management ensured approval and

implementation of the Procurement Plan
during the entire period

Approval c

Procuremen

This led to compliance with
the Public Finance Act 2012
and prudent Financial
Management.

The Management ensured approval and
implementation of the Annual Budget
Estimates during the entire period

C

E

Approval
Annual
Estimates

f the
udget

Availability of funds to cater
for operations.venue

lilling The Management has provided a

platform that increased billing from
l6million to current 2lmillion per month
and revenue collection efficiency from
80%o to 95Yo.

Increased I
and Re

Collection
Efficiency

This has led to savings as a
result of reduced cost of
chemicals and increased
consumer confidence as a

result of high quality water

This has led to;
- Reduced cost of production
- Enhanced water quality

Introductior
Polymer a

alternative
coagulant

S

of
an

This has ensured compliance
with various regulations
including KEBS, NEMA etc

of
rent

This has increased Credibility of the
Laboratory results and Authenticity of
the data generated

Continuous
Calibration
Lab Equipn

r
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CORPORA GOVERNANCE STATEMENT

The recognizes the importance of corporate governance in creating balance between

economic social goals and between individual and communal goals while encouraging

accountability in use of power and stewardship and as far asefficient use of resources,

possible to

governance

stewardship

maintaining

the interests of individuals, corporation and the society.

intended to ensure that the powers of the corporation IS

Good corporate

exercised in the

the corporation's total portfolio of assets and resources with the objective

increasing customer satisfaction and other stakeholders in the context

corporate

Effective I't uly 2016 the then Lake Victoria North water services Board(Kakamega -Busia
Water -Western Water Services Company was handed over to the respective County

ctors was put in place.and Busia and consequently new Board of Dire

The board over time provided oversight on;

Policy implementation and review

good and accountability in the operations of the company

mentorship to management

the company's long term plans and programmes for growth and development

integrity, corporate social responsibility and public image of the company.

responsibility has involved.

planning implementing, monitoring and evaluating company

vity and customer satisfaction

that company's policies, plans and programme are implemented as directed

Board of Directors

the Board on all matters of the company and reporting to the Board on

same

for overall growth and development of the company

that the company has adequate resource capacity (human and non-human)

its profitable.

of
of

a

a

a

a

a

a

the
by

o

o

o

o

T
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I

Management Discussion and Analysis

KSH
237,133,302.6

2,746.00 5274 86%

actuals fbr

year was

Y20

Gross Pro 177,827,635 28,201,209

ss profit in the Financial year ended 2019 was attributed to high

and relative stability in Cost of Productions

201

Net loss
(31,532,970.00) (1,462,214.65)

The Net los in the FY 201812019 increased by Ksh 1,462,214.65 compared to previo

Financial 2017/2018 due to high administration/Operation cost.

Sales

Sales 239,444,801.00 211,929,703.00 27,515,098.00

realized in the Financial year 201812019 grew by Ksh 27,515

the previous years. This was attributed to less disruption of service lines and

'Ihe

compared

increased

Actual
2018t2019

o//o
ABSORPTIO
N

Budgets
2018t2019DESCRIPTIION

Growth(Ksh)2019(Ksh) 2018(Ksh)Description

206,028,844

LoSS(Ksh)2018(Ksh)Description 2019(Ksh)

(32,995,185.65)

Growth(Ksh)2019(Ksh) 2018(Ksh)Description

xilt

areas.

The growth

realized in



I



I

l

I

i

l

I

i

L

I

l

i

)

38,243,277 37,052,568.03 1,190,708.97

EGA COUNTY WATER AND SANITATION CO LTD
NUAL REPORTS AND FINANCIAL STATEMENTS

FOR THE YEAR DED UNE 30,2OL9

xiv

The cost of remain relative stable in the FY 201812019 as compared to the previous

FY 20171201 .It went up by a slight margin of Ksh 1.1 Million

Amount(Ksh)Description 2019(Ksh) 2018(Ksh)

Cost of Sale ,
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CORPORA

Kakamega

responsibly,

environment

To this end:

1. The

2. The

3. The

MEGA COUNTY WATER AND SANITATION CO LTD
NUAL REPORTS AND FINANCIAL STATEMENTS

FOR THE YEAR ENDED UNE 30,2OL9

SOCIAL RESPONSIBILITY STATEMENT

Water and Sanitation Company recognizes its obligations to

and with integrity in its dealings with staff, customers, neighbors and

a whole.

Company has a separate environmental policy statement clarifying

tment to delivering a net positive impact on the environment.

has established a Corporate Social Responsibility budget line within

budget through which it supports its social responsibility objectives.

undertakes annual health and safety workplace audits

XV
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DIRECTORS

The Directors submit their report together with the audited financial statements for the yet

19 which shows the state of Kakamega County Water and Sanitation Co LTI

tr
D

Principal of KACWASCO

The principal ty of the company is to provide universal and equitable access

affordable
defecation,
situations.

water, adequate and equitable sanitation and hygiene and

special attention to the needs of women and girls and those in

ended June

affairs.

The terms of
after serving

Term

to safe and
end open
vulnerable

Dividends

The company realized a net loss of Ksh 37,822,504(Thirty Seven Million eight Hundred

twenty two five hundred and four) and therefore does not declare any dividends.

Directors

Auditors

The Auditor is responsible for the statutory audit of KACUWASCO in accordance

article 229 of
30,2019 .

Constitution of Kenya and the Public Audit Act 2015 for the period ended J

Scven Directors appointed External will expire in the month of February 2019

three(3) full term and are eligible for reappointment for the 2(Second) and last

une

By

Board

Order of Bcard

xvt
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DIRECTORS

The are responsible for the preparation and presentation of the Company financial

statements,

end of the

maintaining
effective
disclose

Chairman

of the company; (v)

accounting estimates

udgments

Directors

give a true and fair view of the state of affairs of the company for and as at the

year (period) ended on 3OrhJune 2019. This responsibility includes:

financial management arrangements and ensuring that these continue to

(i)
be

wl reasonable

designing
presentation of the financial statements, and ensuring that they are free from material

the reporting period; (ii) maintaining proper accounting records, which

accuracy at any time the financial position of the company; (iii)
and maintaining internal controls relevant to the preparation and fbir

whether due to error or fraud; (iv) safeguarding the assets

selecting applying appropriate accounting policies; and (vi) making

that are in the circumstances

The accept responsibility for the Company s financial statements, which have been

prepared appropriate accounting policies supported by reasonable and prudent j
and in conformity with International Financial Reporting Standard (IFRS. The

are of the that the Company's financial statements give a true and fair view of the state of
Company'sCompany's during the financial year ended 30th Jure 2019, and of the

financial as at that date. The Directors further confirm the completeness of the accounting

records

Company's

control.

Nothing has to the attention of the Directors to indicate that the Company will not remain a

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

Approval e financial statements

xvii

Managing Director Ag Commercial and Finance manager

for the Company, which have been relied upon in the preparation of the

statements as well as the adequacy of the systems of internal financial

ojq,)'\l r
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E nhanc i n g A c countab i lity

Mo
P.O. Box

RS

Towers
Street

oo
NAIROBI
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in
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ed
is

of

for
e
at

S

N THE FINANCIAL STATEMENTS

Dinion

ed the accompanying financial statements of Kakamega County Water i
)ompany Limited set out on pages 1 to 38, which comprise the statemen
rsition as at 30 June, 2019, the statement of profit or loss and ot
;ive income, statement of changes in equity and statement of cash flows i
nt of comparison of budget and actual amounts for the year then ended, i
of significant accounting policies and other explanatory information

with the provisions of Article 229 of the Constitution of Kenya and Section
: Audit Act, 2015. I have obtained all the information and explanations whi
rf my knowledge and belief, were necessary for the purpose of the audit.

on, because of the significance of the matters discussed in the Basis
inion section of my report, the financial statements do not present fairly,
sition of Kakamega County Water and Sanitation Company Limited a!
19, and of its financial performance and its cash flows for the year then en(
ce with International Financial Reporting Standards and do not comply V

ct,2016, the Companies Act, 2015 and the Public Finance Management I

[dverse Opinion
I erop"rty and Equipment
I

frracies in Property, Plant and Equipment Balance

ent of financial position reflects a balance of Kshs.9,817,825 under prop,
quipment which, as disclosed in Note 10 to the financial statements, inclu
Kshs.7,491,090. However, details of the additional assets were not provi

,iew. Further, the property, plant and equipment balance of Kshs.9,817,82
with the casted net book values of Kshs.9,668,681 resulting to an unexplai
Kshs.149,144.

|uditor-General on Kakamega County l(ater qnd Sanitation Company Limited for the year e

ed

Telephone: +254-(zo)rrrf ooo
E-ma il : info@oa gkenya. gb.ke
Website: www.oagkenr"f to.n"

I

REPORT Qr rne AUDTTOR-GENERAL ON KAKAMEGA COUNTY WATER AND
SANtTATtqN COMPANY LIMITED FOR THE YEAR ENDED 30 JUNE, 2019 

I



ln addition, the office block together with the land on which it stands has not been
disclosed in the financial statements and the ownership documents were not provided for
review.

Under the circumstances, the accuracy and completeness of the property, plant and
equipment balance of Kshs.9,817,825 as at 30 June, 2019 could not be confirmed.

2. Receivables and Prepayments

As disclosed in Note 12 to the financial statements, the statement of financial position
reflects a balance of Kshs.203,006,433 under receivables and prepayments. However,
the ledgers together with the supporting schedules were not provided for audit review.

Consequently, it has not been possible to confirm that the receivables and prepayments
balance of Kshs.203,006,433 as at 30 June, 2019 is fairly stated.

3. Bank and Cash Balances

The statement of financial position reflects an amount of Kshs.97,301 ,241 under bank
and cash balances which, as disclosed in Note 13 to the financial statements, comprised
of bank balances held in nine (9) bank accounts and four (4) M-Pesa accounts. However,
although the certificates of bank balances were provided, the bank reconciliation
statements and cashbooks in respect of seven (7) bank accounts listed below were not
provided.

No Bank Name Account No.

Amount held in
Account

Kshs.
1 Family Bank- Revenue 078000040724 392,555
2 KCB Development A/c 1233504525 84,074,274
3 Family Bank Deposit 078000040459 5,263,477
4 Family Bank Proiect (Navakholo) 078000040458 1,464,594
5 KCB Rural Revenue 1251924468 5,000
6 KCB Rural Deposit 1251924336 5,000
7 KCB Rural Expenditure 1251924549 5,000

Total 91,209,900

Further, variances were noted between the amounts reported in the financial statements
and the amounts reflected in the supporting documents in three (3) Mpesa accounts as
shown below.

Name Account

Amount
in the Financial

Statements
Kshs.

Supported
Amount

Kshs.
Variance

Kshs.
Mpesa(KACWASCO) 772153 3,421,628 3,253,862 167,766
Mpesa(LVNWSB) 894200 368,239 335,1 20 33,1 1 9
Mpesa(KACWASCO
Malava/Kipkaren) Deposit

882846 202,043 134,929 67,114

Total 3.991.910 3,723,911 267,999

Report of the Auditor-General on Kakamega County ll/ater and Sanitation Company Limited for the year ended
30 June, 2019

2



Under the rcumstances, the accuracy of the cash and bank balance of Kshs.97,301, 1

as at 30 Ju ,2019 could not be confirmed

4. !nve

The of financial position reflects an inventories balance of Kshs.6,758,
while the upporting schedules provided for audit review reflects an amou

,241 resulting to an unreconciled variance of Kshs.3,763,637.
of

Kshs.1 0,

Consequ
30 June,

ly, the accuracy of the inventories balance of Kshs.6,758,604 as at
19 could not be confirmed.

5 Deposits

The nt of financial position reflects a balance of Kshs.404,403,270 u
payables a d accruals which, as disclosed in Note 14 to the financial statements, incl de
customer
supported

posits of Kshs.44,692,22O. However, the customer deposit balance was

when they

Consequer

a Customer's Deposits Register and actual cash at bank to facilitate
ll due.

, the accuracy and validity of the customer deposits balance of
Kshs.44, ,220 as at 30 June, 2019 could not be ascertained

6. Stateme of Changes in Equity

reported, the statement of changes in equity reflects an amountAs previou
Kshs.148, ,643 in respect of capitalized inventory. However, supporting docume
and detai analysis of the balance were not provided for audit review

r

of
nts

rcumstances, the accuracy and completeness of the capitalized in
s.148,042,643 as at 30 June, 2019 could not be confirmed

7. Unsup Finance Cost

The of profit or loss and other comprehensive income reflects an expend re
of Kshs.25, 08,592 in respect of finance cost which, as disclosed in Note 15 to
financial ments, relates to interest payable on KFW loan secured by the Lake

Under the
balance of

North Wate Works Development Agency through The National Treasury to d
gravity
schedules

a

Consequentl , the accuracy of the finance cost of Kshs.25,708,592 for the year e
30 June, 20 9 could not be confirmed

8. Cost of ES

The stateme of profit or loss and other comprehensive income reflects cost of sa
amount of 38,243,277 which, as disclosed in Note 7 to the financial stateme
included levies of Kshs.7,165,403, Kshs.2,S16,025 and Kshs.409,500 by

supply systems. However, the loan agreements and interest worki
re not provided for audit review.

on Kakamega County ll/ater and Sonitation Company Limited for the year

3

Report of the A
30 June, 2019



Services Regulatory Board (WASREB), Water Resources Management Authority
(WARMA) and Kenya Forest Service (KFS), respectively. However, detailed analysis of
the water levies totalling to Kshs.10,090,928 were not provided for audit review.

Under the circumstances, the accuracy of the cost of sales amount of Kshs.38,243,277
for the year ended 30 June ,2019 could not be confirmed.

9. Prior Year Adjustment

The statement of cash flows reflects an unexplained prior yeat adjustment of
Kshs.276,380 which is not reflected in the statement of financial position as at 30 June,
2019.

Consequently, the accuracy of the prior year adjustment of Kshs.276,380 could not be
confirmed.

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of the Kakamega County Water and Sanitation
Company Limited Management in accordance with ISSAI 130 on Code of Ethics. I have
fulfilled other ethical responsibilities in accordance with the ISSAI and in accordance with
other ethical requirements applicable to performing audits of financial statements in
Kenya. I believe that the audit evidence I have obtained is sufficient and appropriate to
provide a basis for my Adverse Opinion.

Emphasis of Matter

Going Concern

During the year under review, the Company recorded a net loss of Kshs.32,995,185 as
compared to Kshs.31,532,970 reported in the financial year 201712018, resulting in
accumulated losses of Kshs.323,995,144 as at 30 June, 2019. Further, the current
liabilities balance of Kshs.405,736,603 exceeded the current assets balance of
Kshs.307,066,278 resulting into a negative working capital of Kshs.98,670,325 as at 30
June, 2019.

The Company is therefore technically insolvent and may face financial challenges in
settling liabilities as and when they fall due. In the circumstances, the going concern of
the Company, in absence of continued support from the County Executive of Kakamega
and creditors, is in doubt.

Key Audit Matters

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

Report of the Auditor-General on Kakamega County Water and Sanitation Company Limited for the year ended
30 June, 2019
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Other Ma r

1. Bud ry Control and Performance

The nt of comparison of budget and actual amounts reflects final revenue b
and actual comparable basis of Kshs.300,958,905 and Kshs.244,272,121 respe ly
resulting to an under-funding of Kshs.56,686,784 or 19o/o of the budget. Similarly, the

pent Kshs.237,133,303 against an approved budget of Kshs.274,522, 46
an under-expenditure of Kshs.37,389,443 or 14o/o of the budget.

underfundi g and underperformance affected the planned activities and may
impacted n atively on service delivery to the residents of Kakamega County

2. Unreso Prior Year Matters

Various pri year audit issues remained unresolved as at 30 June, 2019. Manag nt

did not p reasons for the delay in resolving the prior year audit issues.

LAWFULNESS AND EFFECTIVENESS IN USE OF PUB

Company
resulting

REPORT
RESOURC

average
loss of

Report of the A
30 June, 2019

Conclusio

As by Article 229(6) of the Constitution, based on the audit proced
performed, pt for the matters described in the Basis for Conclusion on LaMuln
and in Use of Public Resources section of my report, I confirm that, noth ng
else has to my attention to cause me to believe that public resources have not n

applied and in an effective way

Basis for !usion

1. Non ue Water

Records led for audit review indicated that the Company produced a total of
5,612,219 bic meters of water during the year under review, out of which 3,416, 13

IC

a

cubic of
2,195,306
which is 14
production

over and above the allowable loss of 1,403,055 cubic meters or 25o/o of
s per the guidelines issued by the Water Services Regulatory

(wASREB) The significant level of non-revenue water of 792,251 cubic meters at

was billed to customers for a total of Kshs.239,444,801. The bala
bic meters representing 39% of the total volume was non-revenue

of Kshs.70 per cubic meter after deducting allowable losses resulted i

estimated at Kshs.55,457,570, which, may impact negatively on
Company's rofitability and could erode sustainability of its operations

2. Fixed Register

The of financial position reflects property, plant and equipment balance
Kshs.9,817, 5. However, the following was noted;

on Kakamega County lYater and Sanitation Company Limited for the year
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(i) The Fixed Assets Register was not availed for audit review

(ii) There was no disclosure made on the actual assets the Company owns and those that
do not belong to the Company such as those indicated as donated or belonging to Lake
Victoria North Water Works Services Agency as below:

Make Logbook No. Colour

Yamaha DT175
motor cycle KBJ 983 U 20102230258 White
Toyota pick up KBG 913 C 20092450477 White
lsuzu lorry/truck KBN 199 P 20113550142 Grey
Chevrolet Optra KBJ 419 U 20100350857 Silver
Toyota pick up KBG 802 E 20141390962 Silver metallic
Toyota pick up KBG 914 C 20092450476 Red
Yamaha DT175 motor
bike

KMCB 790 R 20140590239 White

Yamaha DT175 motor
bike

KMCL 412 R 2010343605 White

Yamaha DT175 motor
bike

KMCE 93OL 2014880438 White

(iii) lncluded in the property, plant and equipment balance of Kshs.9,817,825 are motor
vehicles with netbook value of Kshs.712,647 which include the following two motor
vehicles registered in the name of the vendor.

Make Req. No. Colour Registration Date
Toyota Prado station wagon KCM 86OQ Black 16-Aus-2017
Toyota Hilux double cabin KCN 954 Y Silver 13-Dec-2017

(iv) Further, three (3) motor vehicles were fixed with civilian number plates instead of
the blue number plates for parastatals or official ones for county governments, thus
subjecting them to misuse as the Government Vehicles Check Unit may not detect
them as indicated below;

Make Registration No.
Toyota Prado TX station wagon, black KCM 860 Q
Toyota Hilux double cabin, grey KBN 897 N
Toyota Hilux double cabin, grey KCN 954 Y

This is contrary to Section 53(1) of the Public Finance Management Act, 2012 which
states that the Accounting Officer of a County Government Entity is responsible for the
Management of the entity's assets and liabilities and shall manage those assets in a way
as to ensure that the county government entity achieves value for money in acquiring,
using or disposing of those assets.

Report of the Auditor-General on Kakamega County Ll/aler and Sanitation Company Limited for the year ended
30 June, 2019
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REPORT EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVE NANCE

Conclus

Conseque , the Management was in breach of the law

3. Co for Professional Services

As discl in Note I to the financial statements, administration expenses
032 includes consultancy/professional fees of Kshs.8,178,000 whKshs.202,

de an amount of Kshs.2,862,300 paid to a consultancy firm. However,
reement together with other related tender documents including ten

r evaluation and tender award minutes were not availed for a
verification

As required
procedures

by Section 7(1)(a) of the Public Audit Act, 2015, based on the au
, except for the matters described in the Basis for Conclusion

E of lnternal Controls, Risk Management and Overall Governance section
my report, I

that internal
rm that, nothing else has come to my attention to cause me to belie

ntrols, risk management and overall governance were not effective

Basis for clusion

1. Lack of Risk Management Policy

Although Company had an approved Risk Management Policy, the Management
not perform formal risk assessment for the year under audit thus making it difficult

identify possible inherent risks that could interrupt the operations of
is is contrary to Regulations 158(1) of the Public Finance Managem

the entity to

(County nt) Regulations, 2015, which requires an Accounting Officer to en
that the cou government entity develops risk management strategies, which inc
fraud p n mechanisms; and that the county government entity develops a
of risk man ement and internal controlthat builds robust business operations

Conseq , the Management breached the law
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the propriety of the consultancy fee of Kshs.2,862,300 for the year ended
9 could not be confirmed.

conducted in accordance with ISSAI 4000. The standard requires that I

requirements and plan and perform the audit to obtain assuranceethical
the activities, financial transactions and information reflected in the

are in compliance, in all material respects, with the authorities that
. I believe that the audit evidence I have obtained is sufficient and appropriEte



2. lT Control Environment

During the year under review, the Company had not established an lCT Department thus
posing a challenge of developing an lT Strategic Plan and lT Strategic Committee.

Consequently, the Company may not achieve its strategic goals in an efficient and
effective manner in the delivery of services.

3. Long- Outstanding Short-Term Borrowings

The statement of financial position reflects short term borrowings relating to Lake Victoria
North WaterWorks Agency balance of Kshs.1,333,333 as at 30 June, 2019 which had
been outstanding since the year 2010. The Company is therefore at risk of losing public
funds through court litigations.

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standard
requires that ! plan and perform the audit to obtain assurance about whether effective
processes and systems of internal control, risk management and overallgovernance were
operating effectively, in all material respects. I believe that the audit evidence ! have
obtained is sufficient and appropriate to provide a basis for my conclusion.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

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

I have obtained all the information and explanations which, to the best of my
knowledge and belief, were necessary for the purpose of the audit;

ii ln my opinion, adequate accounting records have been kept by the Company, so
far as appears from the examination of those records; and,

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

Responsibilities of Management and those Charged with Governance

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

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

Report of the Auditor-Generql on Kakamega County Water and Sanitation Company Limited for the yeor ended
30 June, 2019
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amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions.

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

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

a

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 Company's ability to continue as a going concern or to sustain its services. lf
I conclude that a material uncertainty exists, I am required to draw attention in the
auditor's report to the related disclosures in the financial statements or, if such
disclosures are inadequate, to modify my opinion. My conclusions are based on
the audit evidence obtained up to the date of my audit report. However, future
events or conditions may cause the Company to cease to continue as a going
concern or to sustain its services.

a 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.

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

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

Report of the Auditor-General on Kakamega County ll/ater and Sanitation Company Limited for the yeor ended
30 June, 2019
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KA MEGA COUNTY WATER AND SANITATION CO LTD
NNUAL REPORTS AND F'INANCIAL STATEMENTS
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OF PROFIT AND LOSS AND OTHER COMPREHENSIVE INCOME
30 JUNE 2019

Datc. Io.Lo

FOR

\,>l *1r...:--l
.Date

t

NOTES
2019 2018

KBNf,,5n-Income

6
239,444,801 211,929,703Sales

38,243,277 37,052,568Less :Cos t of Sales 7

201,201,524 174,877,135Gross Pr rfit

2,950,500rerating Income 8
4,827,320

Other 01

177,827,635Total Grr rss Profit
206,028,844

202,086,032 173,209,160
Administ
Expenses

ration/Operating
9

10
11,229,405 10,442,853Depreciat ion Expenses

183,652,013213,315,437TOTAL EXPBNSES

(7,286,593) (5,824,378)OPERAT ING PROFIT/LOSS

15
25,708,592 25,708,592Finance ( ost

(32,995,185) (31,532,97O',)Net profil /loss

Comm & Finance
7
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EGA COUNTY WATER AND SANITATION CO LTD
NUAL REPORTS AND FINANCIAL STATEMENTS
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OF FINANCIAL POSITION AS AT 30 JUNE 2019STA

Charmain

Managing

.Date

.Date r-e{ o} /-r.orrl

2

(ggzote KBH..z,o,sCURRENT
l

NON ASSETS

l0
9,817,825 13,556,140

I

plant and equipment)property

13,556,1409,817,825ION CURENT ASSETSTOTAL

Current lAssets

ll
6,758,604 7,354,772InventoriLs

197,175,975
12

203,006,433il;[* and Prepayments

97,301,241 92,497,753Bank and
I
I

Cash Balances 13

307,066,278 297,028,500CurrentTotal Assets

Currentll-iabilities

404,403,270 365,385,003earablesl &Accruals t4

1,333,333Short teJn
l

Borrowing-L\TNWSB 1,333,333

366,718,336405,736,603
i

CurrentTotal Liabilities

(88,852,501) (55,857,316)Current AssetNet

Financed By

100,000100,000Share c{it"r

(323,995,144) (290,999,959)naurrr.l Reserve

148,042,643 148,042,643Capitali/ed
I

Inventory

87,000,000 97,000,000{or"- "nt
of KakamegaCounty

(55,857,316)(88,852,501)Total E{uity
nf)
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OF CHANGES IN EQUITY trOR THE YEAR ENDED 30 JUNE 2019STA

Ksh

Year
30 June 7 100

for the
201 8

Year
30 June 18 I 000

For the Y
2019

1 000

SHARE
CAPITAL

RETAINED
EARNINGS

Capitalized
Inventory

Ksh

I

I

1 04

Ksh

(31,532,970)

0

(32,995,185)

Z) 5 144

COUNTY
GOVERNMENT

OF
KAKAMEGA

TOTAL

Ksh

1

87,000,000 55,857,316

387 000 000 55 857

(32,995,185)
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OF CASHFLOWS FOR THE YEAR ENDED 30 JUNE 2019

STATEMET T OF CASHFLOWS

KSHKSH

20182019
I

Cash generated from operations
(31,532,970)(32,995,185)ProfiU(loss) before tax

)D: Non cash adjustmentsAt

10,442,85311,229,405t rovision for Depreciation

121,090,1',171121,765,7801

anges in working capitalct
49,331,45139,018,267lncrr nse/(Decrease) in Creditors

(19,564,257)(5,830,458)lncrease in Debtors

(1,158,281)596,168Decrease in Stocks

29,608,91333,783,977Net Cash f rom (used in) operating activities

low from lnvesting ActivitiesCash I

Net G lsh from investing activities
(16,979,252)(7,491,090)A cquisition of Fixed Assets

87,000,000Cour ty Government of Kakamega

77,539,5444,527,107Net incre rse Cash and Cash Equivalents

I

Movemr rnt in Cash & Gash equivalents
14,958,20992,497,753At the Start of the year

77,539,5444,527,107lncreas e/Decrease of cash at year end

276,380Prior Year adjustment
92,497,75397,301,240ance as at 30th June 2019Ba
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OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS
FOR THE OD ENDED 30 JUNE 2019
ST

Variance vananceBUDGET
2018t2019

ACTUAL
201812019

%KSH KSHDescriptior Ksh

Income
56,686,784.00 8r%300,958,905.00 244,272,121.00Sales

I

Expenses
137,850,587.00 14,779,792.00 90%staff cost 152,630,379

1,429,262.00 74%Directors l 'ees 5,443,242 4,013,980.00
3,369,239.00 8t%Chemicals 17792892 14,423,653.00
361,442.00 97%Electricity 13,493,970 13,132,528.00

472,300.65 4,527,699.35 9%WIBA 5,000,000.00

9t%1,369,378.00 t30,622.00
Postage, 1

Internet

'elephone and
1,500,000

2,242,048.00 78%
rtion, travelling
Snce 10,406,493

9,164,445.00Transport
and subsist

92,160.00 95%tationery 1,856,230 1,764,070.00printing, s

72%130,000.00 50,000.00Funeral E Kpense 180,000

493,675.00 67%ing expenses 1,500,000 1,006,325.00Staff train
I 81 ,984.00 98%8,558,016 8,376,032.00security sr )rvlces

9jYo4,489,631.00 510,369.00Fuel 5,000,000.00

138%I ,104,859.00 304,059.00Software naintenance
900,800

32,453.00 282,591.00 t0%:nts 3 15,044.00Lab Reag

72%1,441,572.00
558,428.00

Domestic
/Hospitalit'

Requisites
2,000,000.00

9,360.00 97%3 19,660.00 310,300.00Social Co
Responsibi

rporate
tity

935,400.00 69%3,000,000.00 2,064,600.00Gratuity

95%4,075,692.00 236,286.00Motor vel ricle P.epairs
4,31 1,978.00

487,000.00 t3%557,700.00 70,700.00
Uniform,

Clothing
L Protective

247,505.00 65%ldings repairs
700,000.00 452,495.00Office bu

274,750.00 66%800,000.00 525,250.00Subscript on Fees
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Publicity Advertisements I 5 187.00 l3 187.00 4%

1,073,551.00 92%12,926,449.00Operation s & Maintenance
14,000,000.00

78%932,900.00 267,t00.00Accessories
1,200,000.00

61,429.00 88%500,000.00 438,571.00Motor Ve hicle Insurance

16%456,000.00 144,000.00remuneration
600,000.00

Auditors'

67%1,349,242.00 650,758.00Legal feer
2,000,000.00

352,955.00 %1145,200.00Games an d Sports
398,155.00

522,000.00 94048,700,000.00 8,178,000.00
Consultar

Fees
cy /Profession

77%7,156,260.00 343,740.00rly Infi'astructure
1,500,000.00Water Supl

llYo32,990.00 267,010.00nd Fittings
300,000.00Furniture a

64%576,759.00 323,241.00900,000.00

267,100.00 78%1,200,000.00 932,900.00Equipment

s6%563,681.00 436,319.00ipment
1,000,000.00Office Equ

85%771,5005,000,000.00 4,228,500.00Water Met 3rs

Total
27 746.00 237 .o5
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Statements

Agreement (SPA), but the total population of Kakamega County is approximately 2

water and sanitation are

as a constitutional right by
2030 for Water and Sanitation is to ensure that improved

available and
establishing a

to all by 2030. Kenya's Constitution entrenches water
to reasonable standards of sanitation and clean and safe water in adequate quantities.

The Water 2016 aligns the water sector with the constitution. The Act defines roles
responsibil in the delivery of water and sanitation services within the devolution framework.

2 Statement compliance and basis of preparation

The statements have been prepared on a historical cost basis except for the

at re-valued amounts of certain items of property, plant and equipment,
securities and financial instruments at fair value, impaired assets at their

j

recoverable amounts and actuarially determined liabilities at their present

of financial statements in conformity with International Financial
Standards (IFRS) allows the use of estimates and assumptions. It also requlres

and

the

uurrl..

to exercise judgement in the process of applying the entity's accounting
policie

The statements have been prepared and presented in Kenya Shillings, which is

and reporting currency of the entity .

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

C
adopted have been consistently applied to all the years presented.

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

7

Water and Sanitation Company (KACWASCO) is a County Corporation incorporated
of water and sanitation
July 2016, following the

Act (Cap 486). Kakamega County took over provision
Victoria North Water Services Board (LVNWSB) from 1st

of Kenya 2010, that mandates provision of water and sanitation services to County
population served with clean, quality and enough water in Kakamega is about 253,983

areas aspopulation of 319,266 in the service area. This population is mainly in the urban
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of New and Revised International Financial Reporting Standards(IFRS)

The

introd

new standards and amendments to published standards effective for the year

June 2019

standard, effective for annual periods beginning on or after 1st January 2019,

s a new lessee accounting model, which requires a lessee to recognize assets and

ended

liabi for all leases with a term of more than 12 months, unless the underlying asset is of low

thevalue A lessee is required to recognize a right-of-use asset representing its right to use

u ng leased asset and a lease liability representing its obligation to make lease payme

Over income tax treatments

The rp retat

losse unused tax credits and tax rate

IAS 12. lt specifically considers:under

ton add resses the dete rm natio n of taxa b le rofitp (ta x loss tax bases,), unused tax

treatmentsre ts unce rta inty ove ncome tax

llow

cost

ments, applicable to annual periods beginning on or after 1st January 2019, clarify

tity applies IFRS 9, rather than IAS 28, in accounting for long-term interests in

and joint ventures.

s, when the

Whether tax treatments should be considered collectively
Assum ptions fo r taxation authorities' examinations
The determination of taxable profit (tax loss), tax bases, unused tax losses, unused ta

crec.iits and tax rates

The effect of changes in facts and circumstances

to IFRS 9 titled Prepayment Feotures with Negative Compensdtion tn

2017)/

The a dments, applicable to annual periods beginning on or after 1 January 2019, a

entit to measure prepay able financial assets with negative compensation at amortized

or fai value through other comprehensive income if a specified condition is met.

to tAS 28 titled Long-term lnterests in Associotes ond loint Ventures (issued in

2017)

x
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ts to IFRS 3 - Annual lmprovements to IFRSs 2075-2077 Cycle , issued in
l

Decemper

endnrents, applicable to annual periods beginning on or after Lst January 201.9, de

addit nal guidance on applying the acquisition method to particular types of businpss

combi n

Orr"^L",to IFRS 77 - Annual lmprovements to IFRSs 2075-2077 Cycle , issued in

ndments, applicable to annual periods beginning on or after 1st January 2019, cla

n an entity obtains joint control of a business that is a joint operation, it does not

meas re its previously held interests

2077

The

that
divide

or lor

recog

2077

2077

The

that

net rest

to IAS 72 - Annuol lmprovements to IFRSs 2075-2077 Cycle , issued in oecemler

applicable to annual periods beginning on or after 1st January 2019, clarify

income tax consequences of dividends should be recognized when a liability to pay a

d is recognized, and that these income tax consequences should be recognized in prOfit

other comprehensive income or equity according to where the entity originally

ized the transactions to which they are linked.

to tAS 23 - Annual tmprovements to IFRSs 2075-2077 Cycle , issued in

The a

that t

2018)

The a

after
requi an e ntity to upd

fo

use ated ctua 'ta assum ons

hat NS on or afte

pti, to dete rm ne cu rre

reporting peri od fter he

cla rify

asset

r 1st January 20[.9,

nt service cost {nd
plan amendm{nt,

men tS, a pp licabl e to a n n ual penods

cos ts of bo rrowings m pecifiade cal fo the

beginni n8 on or afte 1st a n ua ry 201 9

ly pu rpose of obta tnt ng a q ua ifying

r

s r

that substantially completed can be included in the determination of the weighted

bo ng costs for other qualifying assets.

to IAS 79 titled Plan Amendment, Curtailment or Settlement (issued in

endments, applicable to plan amendments, curtailments or settlements occurring on or

ofaverage

e beg tnnt ng of th e fi rst n n ua reporti period beging t

the re ma nder of the a n n ualI a t
curtail nt or settlement when the entity re-measures its net defined benefit liability

the m ner specified in the amended standard

tn

9

(asset)
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IFRS 7

IFRS 1

more

requi

2078-

a

r

i nsu

lnsurance Contracts (lssued 78 May 2077)

requires insurance liabilities to be measured at a current fulfillment value and provid

uniform measurement and presentation approach for all insurance contracts.

ments are designed to achieve the goal of a consistent, principle-based accounting

contracts. IFRS 17 supersedes IFRS 4 lnsurance Contracts as of 1 January 2021

to References to the Conceptual Framework in IFRS Stondards (lssued 29

lor annuol periods heginning 7 tonuory 2020)

10
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4 SUM ARY OF SIGNIFICANT ACCOUNTING POLIC!ES

The pri e accounting policies adopted in the preparation of these financial statements are set

out

a) recognition

is recognized to the extent that it is probable that future economic benefits will flow toReven

the and the revenue can be reliably measured. Revenue is recognized at the fair value of
consr ration received or expected to be received in the ordinary course of the entity's

es, net of value-added tax (VAT), where applicable, and when specific criteria have been

r each of the entity's activities as described below.
a

met

i)

ii)

elivers
llectabi

ncome.

from the sale of goods and services is recognized in the year in which lhe entity
products to the customer, the customer has accepted the products and

lity of the related receivables is reasonably assured.

from NationalGovernment are recognized in the year in which the entity actually

such grants. Recurrent grants are recognized in the statement of comprehensive

Development/capital grants are recognized in the statement of financial position

realised in the statement of comprehensive income over the useful life of the assets

hat has been acquired using such funds.

nce income comprises interest receivable from bank deposits and investment in

rilies, and is recognized in profit or loss on a time proportion basis using the effective

nterest rate method

income is recognized in the income statement in the year in which the right to

ceive the payment is established

income is recognized in the income statement as it accrues using the effective
ease agreements.

income is recognized as it accrues.

b)r contributions

ln-k cont:ibutions are donations that are made to the entity in the form of actual goods

services rather than in money or cash terms. These donations may include vehicles,

ent or personnel services. Where the financial value received for in-kind contributions
reliably determined, the entity includes such value in the statement of comprehensive

botfi as revenue and as an expense in equal and opposite amounts; otherwise, the

and/
equi
can

inco
bution is not recorded

iii)

iv)

v)

vi)

TL
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c) Prope ', plant and equipment

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

tion and impairment losses

Certa cartegories of property, plant and equipment are subsequently carried at re-valued

being their fair value at the date of re-valuation less any subsequent accumulated

all in an asset category are re-valued through periodic valuations carried out
red,

by
tion and impairment losses. Where re-measurement at re-valued amounts is desi

inde ndent external valuers.

lncre s in the carrying amounts of assets arising from re-valuation are credited to other
the

a

ive income. Decreases that offset previous increases in the carrying amount of
are charged against the revaluation reserue accoun! all other decreases are charged

n property, plant and equipment is recognised in the income statement on a straight
down the cost of each asset or the re-valued amount to its residual value ove

ine
its

estimated I life. The annual rates in use are:

comp
same

Gains

Depreciation
basis to

Buildl
Plant
M VE

Com

, Where the
amount, an

ts estimated

to pro or loss in the income statement.

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

ring the proceeds from the disposal with the net carrying amount of the items, and are

re zed in profit or loss in the income statement

d) ation and impairment of property, plant and equipment

Freeh land and capital work in progress are not depreciated. Capital work in progress re lates

andmatn to the cots of ongoing but incomplete works on buildings and other civil works

install ons
-l
|.l

and civil works 25 years or the unexpired lease period
machinery 12.5 years

hicles, including motor cycles 4 years

rs and related equipment 3 years

equipment, furniture and fittings12.5 years

A full /s depreciation charge is recognised both in the year of asset purchase and in the year

ofa disposal

Item of property, plant and equipment are reviewed annually for impairment
ca amount of an asset is assessed as greater than its estimated recoverable

impa loss is recognised so that the asset is written down immediately to i

re rable amount.

t2
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e)l ble assets

I nta ble assets comprise purchased computer software licenses, which are capitalized on

basis costs incurred to acquire and bring to use the specific software. These costs

d over the estimated useful life of the intangible assets from the year that they

avail le for use, usually over three years.

f) on and impairment of intangible assets

Amo ization is calculated on the straight-line basis over the estimated useful life of comp

re ofthree years.

the
are
aream

sl

Buildi

h) Fina

Lea

ute r

All r software is reviewed annually for impairment. Where the carrying a

inta ble asset is assessed as greater than its estimated recoverable amount, an

loss i recognised so that the asset is written down immediately to its estimated

am

mount of an

r impairment
recoverable

,ld or
, and
rrent

held er an operating lease) held for long term rental yields and/or capital appreciation

which are not occupied by the entity, are classified as investment property under non-cu

peri ically by independent external values. Changes in fair values are included in profit or
ent property is carried at fair value, representing open market value determi ned

loss

in the income statement.

nt property

or part of a building (freehold or held under a finance lease) and land (freeho

and operating leases

which confer substantially all the risks and rewards of ownership to the ent

cla as finance leases. Upon initial recognition, the leased asset is measured at an a

ity are

mount

equal to the lower of its fair value and the present value of the minimum lease payments, nd

is subsequently accounted for in accordance with the accounting policy applicabl to

All leases are treated as operating leases and the
of financial position to the extent of prepaid

Paym nts made under operating leases are recognised in

over he term of the lease. Lease ince ntives received are

total ase expense over the term of the lease.

a

e

leased assets are recognised in the
lease rentals at the end of the year.

profit or loss on a straight-line basis

recognised as an integral part of the

the
that t.

13
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i) interest investments (bonds)

interest investments refer to investment funds placed under Central Bank of Kenya

long-term infrastructure bonds and other corporate bonds with the intention of earnlng

income upon the bond's disposal or maturity. Fixed interest investments are freely
at the Nairobi Securities Exchange. The bonds are measured at fair value through profit

i) investments

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

freely at the Nairobi Securities Exchange or other regional and international securities

nges. Quoted investments are stated at fair value

k) investments

investments stated at cost under non-current assets, and comprise equity sharesU

he in other Government owned or controlled entities.

r) nes

ries are stated at the lower of cost and net realisable value. The cost of inventories

co prises purchase price, import duties, transportation and handing charges, and is

d ined on the moving average price method

m) and other receivables

Tra e and other receivables are recognised at fair values less allowances for any uncollectlble
unts. These are assessed for impairn'lent on a continuing basis. An estimate is made of

do I receivables based on a review of all outstanding amounts at the year end. Bad debts
are off after all efforts at recovery have been exhausted.

n) on

income tox

Fi

(c

or

Qu

Qu

exc

Cu

exl

nt income tax assets and liabilities for the current period are measured at the
to be recovered from or paid to the taxation authorities. The tax rates and

re

to compute the amount are those that are enacted or substantively enacted, at the
rting date in the area where the Entity operates and generates taxable income. Current

tax relating to items recognized directly in net assets is recognized in net assets and

amount
tax laws

t4

in the statement of financial performance.
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income tox

Cur income tax assets and liabilities for the current period are measured at the amount

cted to be recovered from or paid to the taxation authorities. The tax rates and tax laws

to compute the amount are those that are enacted or substantively enacted, at the

ng date in the area where the Entity operates and generates taxable income. Current

tn tax relating to items recognized directly in net assets is recognized in net assets and

Ma agement periodically evaluates positions taken in the tax returns with respect to

ns in which applicable tax regulations are subject to interpretation and establishes

ns where appropriate

d tax is provided using the liability method on temporary differences between the ]tax

ba of assets and liabilities and their carrying amounts for financial reporting purposes at

porting date.

tox

the

d

rred tax liabilities are recognized for all taxable temporary differences, except in respect

of xable temporary differences associated with investments in controlled entities,

and interests in joint ventures, when the timing of the reversal of the tempofary

can be controlled and it is probable that the temporary differences will not

rse in the foreseeable future

rred tax assets are recognized for all deductible temporary differences, the carry forward

of nused tax credits and any unused tax losses. Deferred tax assets are recognized to the

that it is probable that taxable profit will be available against which the deductible

te

be

re

th

n

porary differences, and the carry forvrard of unused tax credits and unused tax losses can

lized, except in respect of deductible temporary differences associated with investments

zed only to the extent that it is probable that the temporary differences will reverse in
led entities, associates and interests in joint ventures, deferred tax assets are

foreseeable future and taxable profit will be available against which the temporary

rences can be utilized.d

15
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The

the

su lus o

ca

re,

in

VA

fina
a

rrying amount of deferred tax assets is reviewed at each reporting date a

nt that it is no longer probable that sufficient taxable profit will be ava

rnd reduced to

ilable to allow

assets are re-all part of the deferred tax asset to be utilized. Unrecognized deferred tax

at each reporting date and are recognized to the extent that it has become le

that taxable profits will allow the deferred tax asset to be recovered.

rred tax assets and liabilities are measured at the tax rates that are expected to apply in

when the asset is realized or the liability is settled, based on tax rates (and tax laws)the

th have lreen enacted or substantively enacted at the reporting date.

n) (Continued)

tax (Continued)

rred tax relating to items recognized outside surplus or deficit is recognized outside

r deficit. Deferred tax items are recognized in correlation to the underlying

n in net assets. Deferred tax assets and deferred tax liabilities are offset if a legally

rceable right exists to set off current tax assets against current income tax liabilities nd

the rred taxes relate to the same taxable entity and the same taxation authority.

a

o) cas and cash equivalents

Ca and cash equivalents comprise cash on hand and cash at bank, short-term deposits on

nd highly liquid investments with an original maturity
convertible to known amounts of cash and are sub

lue. Bank account balances include amounts held at

us Commercial Banks at the end of the reporting period. For the purposes of these

rcial statements, cash and cash equivalents also include short term cash imprests and

nces to authorised public officers and/or institutions which were not surrendered or

a unted for at the end of the financial year.

p) ngs

rest bearing loans and overdrafts are initially recorded at fair

of three months or less, which are
ject to insignificant risk of changes

the Central Bank of Kenya and at

value being received, net of
are measured at amortised

16

costs associated with the borrowing. Subsequently, these
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cost using the effective interest rate method. Amortised cost is calculated by taking into
acco nt any issue cost and any discount or premium on settlement. Finance charges, including

ums payable of settlement or redemption are accounted for on accrual basis and are

add to the carrying amount of the instrument to the extent that they are not settled in the
d in which they arise. Loan interest accruing during the construction of a project is

cap lised as part of the cost of the project.

q) and other payables

and other payables are non-interest bearing and are carried at amortised cost, whicltt is

d at the fair value of contractual value of the consideration to be paid in future in
paymentsof goods and services supplied, whether billed to the entity or not, less any

to the suppliers.
re

m

!7
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benefit obligations

The ntity operates a defined contribution scheme for all full-time employees from July 1,

The scheme is administered by an in-house team and is funded by contributions from
both the company and its employees. The company also contributes to the statutory National
Soc I Security Fund (NSSF). This is a defined contribution scheme registered under the

,nal Social Security Act. The company's obligation under the scheme is limited to specificNa

butions legislated from time to time and is currently at Kshs.XXX per employee per

mo

s) for staff leave pay

Em entitlements to annual leave are recognised as they accrue at the employees. At
ion is made for the estimated liability for annual leave at the reporting date.

t) rate differences

ccounting records are maintained in the functional currency of the primary econornic

nment in which the entity operates, Kenya Shillings. Transactions in foreign currencies

the year/period are translated into the functional currency using the exchange rates

h

p ing at the dates of the transactions or valuation where items are re-measured

fo exchange gains and losses resulting from the settlement of such transactions and

the nslation at year-end exchange rates of monetary assets and liabilities denominated in

fo currencies are recognised in profit or loss

u) information

The original budget for FY 2018-2019 was approved by the National Assembly

Su t revisions or additional appropriations were made to the approved b

nce with specific approvals from the appropriate authorities. The a

priations are added to the original budget by the entity upon receiving the respective
s in order to conclude the final budget. Accordingly, the entity recorded additional

priations of xxxxx on the 2OL8-2079 budget following the governing body's approval.

entity's budget is prepared on a different basis to the actual income and

d in the financial statements. The financial statements are prepared on

usr a classification based on the nature of expenses in the statement
rrce, vrhereas the budget is prepared on a cash basis. The amounts in the financial

The

envi
durir

p

a

the
d

Any
from

on xxxx.

udget in
dditional

expenditure
accrual basis

of financial

ts were recast from the accrual basis to the cash basis and reclassified by

ntation to be on the same basis as the approved budget. A comparison of budget nd

al amounts, prepared on a comparable basis to the approved budget, is then presented in

statement of comparison of budget and actual amounts. ln addition to the Basis

rence, adjustments to amounts in the financial statements are also made for differences
tn e formats and classification schemes adopted for the presentation of the financial

18

ents and the approved budget.
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u) information (Continued)

ent to reconcile the actual amounts on a comparable basis included in the statement
cialparison of budget and actualamounts and the actuals as perthe statement of finan

nce has been presented under section xxx of these financial statements.

v) concession arrangements

The Entity analyses all aspects of service concession arrangem

d ining the appropriate accounting treatment and disclosure
whe a private party contributes an asset to the arrangement,

when, and only when, it controls or regulates the services the operator must provlde

her with the asset, to whom it must provide them, and at what price. ln the case of
a other than 'whole-of-life' assets, it controls, through ownership, beneficial entitlemt 3nt

or se - any significant residual interest in the asset at the end of the arrangement. I\ny

a so recognized are measured at their fair value. To the extent that an asset has b€ren

nized, the Entity also recognizes a corresponding liability, adjusted by a cirsh

co ion paid or received

w) co rative figures

W necessary comparative figures for the previous financial year have been amended or
figured to conform to the required changes in presentation.

xl su events

have been no events subsequent to the financial year end with a significant impact on
nancial statements for the year ended June 30, 2018

A

of
pe

ents that it enters into in

requirements. ln particular,
the Entity recognizes that

The
the

5 SrG IFICANT JUDGMENTS AND SOURCES OF ESTTMATION UNCERTAINTY

The pre aration of the Entity's financial statements in conformity with IFRS requires management
to ma

expen
reporti period. However, uncertainty about these assumptions and estimates cou

that require a material adjustment to the carrying amount of the asset

in future periods.

judgments, estimates and assumptions that affect the reported amounts of revenues,

assets and liabilities, and the disclosure of contingent liabilities, at the end of the
rld result in

or liability

19
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Estim and assumptions

The key rssumptions concerning the future and other key sources of estimation uncertainty at the
date, that have a significant risk of causing a material adjustment to the carrying

of assets and liabilities within the next financial year, are described below. The Entity
assumptions and estimates on parameters available when the financial statements were
. However, existing circumstances and assumptions about future developments may

ue to market changes or circumstances arising beyond the control of the Entity. Such

reporti
am

based
prepa

change
changes re reflected in the assumptions when they occur

Useful and residual values

The I lives and residual values of assets are assessed using the following indicators to inform
future use and value from disposal

o The
o The

p

o The
o Ava
o Cha

ndition of the asset based on the assessment of experts employed by the Entity

of the asset, its susceptibility and adaptability to changes in technology and

ture of the processes in which the asset is deployed

bility of funding to replace the assets

in the market in relation to the asset

Provisio s were raised and management determined an estimate based on the information
availab Additional disclosure of these estimates of provisions is included in Note xxx.

Provisio s are measured at the management's best estimate of the expenditure required to settle
the obl on at the reporting date, and are discounted to present value where the effect is

m

i) from the sale of goods and services is recognised in the year in which the
delivers services to the customer, the customer has accepted the services and

of the related receivables is reasonably assured.

20

ii) income is recognised as it accrues
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6)Sales

TOTAL
RE

7) Cost Of
Opening
Stock( s) 7,354,772

Add: Pu ases

Water
LVNWSB

2019 2018
KSH

239 I

KSH

2t ,703

20182019

Kenya F scrvlce

Electri

Less:

7,765,403

409,500

2,516,025

73,732,528

14,423,653

6,196,491

7,464,657

2,719,297

3,763,386

10,676,173

14,247,336

5 772

37

w

w

stcck 758

3

salelofGross
water 193,061,177 160,796,143

39,627,214
sew[rGross

charges 34,762,674

11,620.950 11,504,328Meter Rerlt

27
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e

2019 2018

1,236,000.00 1,764,500.00

from
I I

3,591,320.00 1,186,000.00

from
I

rncome 7
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NUAL REPORTS AND FINANCIAL STATEMENTS

FOR THE YEAR ENDED IUNE 30,20L9

8)Other
Income:

Exhauster

Total
Exhauster

Water

Total
Water

Total

Lab

22
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2019 20189 )ADMTN
OPERATI(

IISTRATION /
)NS COSTS

Ksh KshSTAFF C( )ST

Basic Salar :y 76,369,400.00 64,095,972

Medical All 0wance 7,751,707.00 1,604,700

2,308,081Leave Allor vance 1,763,933.00

612,000Transfer Al owance 254,600.00

Commuter A,llowance 7,622,000.00 6,400,000

19,205,500House Allo wance 23,077,000.00

llowance 1,787,000.00 1,464,000Air Time A

Provident I und 12,788,223.00 12,316,036

NSSF Ernp Loyer 2,372,760.00 2,046,600

)wance 760,625.00 551,750Acting All<

436,470.00 781,920Allowance

2,791328Casual W 644,709.00

1,789,552rce Reward 2,222,160.00

137, .00

Ksh

1

Ksh

Total

DIRECT

cost

ITEES

4,082,975Directors 'emoiuments 3,333,980.00

1,020,000Honoraria 680,000.00

Total Dirrrctors Fees 4,013,980.00 5,102,975

23
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Special Du
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Performar
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Fees Ksh Ksh

472,300.65
692 988,WIBA

I,129,558Postage, T
Internet

:lephone and
1,369,378.00

Transporta
and subsiste

tion, travelling
nce 8,164,445.00

70,334,689

1,103,180printing, st ationery
1,764,070.00

116,000Funeral Er :pense
130,000.00

Staff traini ng expenses
1,006,325.00

537,876

security se rvlces
8,376,032.00

8,176,840

2,857,766Fuel
4,489,631.00

Software r
I ,104,859.00

978,500

24,000Lab
32,453.00

1,441,572.00
1,957,134

Domestic
/Hospitalitl

Requisites

Social
310,300.00

62,000

2,064,600.00
1,285,570Gratuity

Motor vel ricle Repairs
4,075,692.00

3,726,283

218,490Uniform,
Clothing

L Protective
70,700.00

Office bu ildings repairs
452,495.00

1,996,470

503,310Subscript ion Fees
525,250.00

Advertisements
45,000.00

905,988Publicity

& Maintenance
12,926,449.00

11,753,442

Accessories
932,900.00

323,110

823,813Motor V Insurance

24
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438,571.00

TION COST 1.65 I 160.00

276,890
Bank char6

commrsslon
;es and
S

Auditors'r emuneration
456,000.00

456,000

Legal fees
1,349,242.00

974,719

100,000Licence Fe :(WASREB)

Games&Sp rorts
45,200.00

834, I 30

Rent

Consultan
Fees

:y /Proffession
8,178,000.00

52.138,746.00
TOTAT (

COSTS
PERATION

60,221,464.65

25
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10

6}PR()PEfiYPIAI{I

Ilotor vehichs,

induding,

motor cychs

Computere 0

r equipment
Olfice equipmenl Water ileters Iolal6)PPEUTmrE

Waler Supply

lnlrastructure

Furniture &

fittings

Phnl and

machinery

2,1n,695 152,860 7,$q900 1,328,309 183,$2 7,117,m 19,051,666CST ffi VALIIATIOTI 130,000

162{2m.m 33110,680.mAt July l, 20i6 $3,m.m 2,571,291m 1,209,2m.00 7,910,9mm 2,434,349m 18$878m

$995mAddrtiom 13,995 00

hpairmntLoes

145,806m 14,931 00 160,n7.mfrior Year adlntrent

16,242,00( $,345,11ias at 30th June 20,17 883 033 2 618,289 1,2W,U 8,m,706 2,449,28( 1,8$,878

hpreciation a albtJuly 201 ) 86 921 254il71 55n33 I 086 706 2,449,280 116,01: 7,662,375 21,804,799

4,520,872Charge for the year 2017 35Ul 72018 12093 0 0 232,110 I,m,500

Accunubted Deprecralion w,242.N 2,618,2m00 678,1$.00 8,086,i06.00 2,449 280 00 048 123 00 r,7n,875N 26,325 671 00

{10,r{7 5,,l,l2,32{ 1,025,16' 3,794,950
,l3,556,'110tfl S0(VALEJune 30 2018 3,223,257

As al 30th June 2018 3,181,E95 2,618,289 I,209,226
,l7,598,706

2,823,780 1,9'12,668 20,077,100 $,32{,661

Addtons 1,1$,260 32 990 576 75! 0 $290( 563 681 1,28,50( 7,491,090

17,598,706 3,756,680 2,176,319 2t,905,600 57,815,754As al 30fi June 2019 1,011,155 1,651,279 1,785,985

12,186,383 2 823,78C 887,20i 16,892,15C 36,768,524261 638 2,618,289 799,079

239,081 6,226,ffi r,m,405

Accuruhdhprmiabn

ftargefortheyear20l9 185,646 ( t7a t00 1,399,677

17,997,929

Accuruhed Depreciation 3

June 2019

)th

411,2U 2,618,289 977,678 16,m,m 2,823,780 309,541 23,1 18,550

2019 0 808,308 712,U7 2,166,805 t,787,050 9,817,825NET B00KVALUEJUne 3l l,t93,871
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KA EGA COUNTY WATER AND SANITATION CO LTD
NUAL REPORTS AND FINANCIAL STATEMENTS

FOR THE YEAR ENDED UNE 30,2019

ll

a)T

b)

c)

To

2019 201 8

Chemicals 513,310 1,558,207

623,875 909,292

and 5 1 19 4 887 t)

Sheet 772
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EGA COUNTY WATER AND SANITATION CO LTD
NUAL REPORTS AND FINANCIAL STATEMENTS

FOR THE YEAR ENDED IUNE 30,20L9

KSH!2

2078

KSH

20L9

Navakholo 5,143,052.00 3,924,367.OO

Shitoli 28,s62,443.00 2L,922,874.00

Kakamega 108,066,538.00 L04,730,762.00

s,489,012.00Butere 3,94L,7L5.OO

8.530,165.00 22,386,252.00shinyalu

Mumias 28,433,274.OO 23,450,189.00

3,691,557.00 3,367,890.00Tindinyo

467,432.OOMalava 2,509,657.00

178,890.00Lumakanda 1,342,516.00

Muranda L,527,209.00

191,748,126.00 185,917,668.00

VAT Claim 92339s8 9233958

PAYE Claim 2024?49 2024349

KPI.C

203,006,433.00 197,L75,975.00TOTAT DEBTORS

28



t



I
13)BANK
Name

EGA COUNTY WATER AND SANITATION CO LTD
NUAL REPORTS AND FINANCIAL STATEMENTS

FOR THE YEAR ENDED E 30, 201,9

CES
Acct. No
KSH
Acct. No 2019

97

20

753

1,044,289ooP 01100632410100 3,012,768

3 15,828COOPEXPEND 011020632410100 (1,361,584)

7,376,842MPE 772153 3,421,628

69,337L B 894200 368,239

202,043
ASCO

MALAV 882846

883061 448,247
WASCO

MALAV

392,555 335,415FAMILY REVENUE 078000040724

84.074.274 87,000,000LOPMENT A/C 1233504525

5,263,477 2,416,042FAMIL,Y B \NK DEPOSIT 078000040459

1,464,594FAMILY B,ANK PROJECT 078000040458

.L REVENUE 1251924468 5,000KCB RURI

1251924336 5,000KCB RUzu rL DEPOSIT

KCB RUzu\L EXPENDITURE 1251924549 5,000

TOTAL

29
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NUAL REPORTS AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED IUNE 30,20L9

14 CRED )RS

2,019 2,018SUPPLIER

966,600AAR Medica

63,200264,500Aidatek Ltd

3,248,0003,704,000
Audior Gener al

uch
14,300

African Airto

198,421AMACO

355,822
Aquatreat

658,869 658,869BEDROCK ] {OLDINGS LTD

Ben Carson l nvestment
13,120

Hardware and Constructions
148,750Blue Lagoon

760,960Boomaq

287,101Bushiangala TTC

889, I 50
Bromak Ger eral

562,890Cadeodeb

165,640Carena Gent :ral Supplies

688,576CORNESR ]SONE

165,200 1, I 96,1 50Chairlink G,

246,350Diamond Rr

170,000 I

Davon Ken; ,a LTD

886,970886,970
Earth View

35,200202,500Golf Hotel

30
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EGA COUNTY WATER AND SANITATION CO LTD

A NUAL REPORTS AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED UNE 30,2OL9

Heeland Ltd
2 ll5 20

1,585,000Stores
1,695,850

Imperial Gen

56,200 5l 1,650Julika Autom obiles

3,747,350
Kenya Forest servlce

1,738,950KINETICS E NGINEERING LTD

1,392,000
Kel Chemica S

666,667 666,667Legal Fee

49,755,831LVNWSB LI)vles
34,525,878

30,300Makumi Age ncles

89,775
Magharibi H auliers and Suppliers

1,084,020 176,175PAN AFRIC A CHEMICALS LTD

9,470Postal Corpo of Kenya

2,509,972 7,325,996Priyann Entt rpnses

246,757,297
Provision Fc r Finance cost

272,465,889

Gratuity
2,607,450 1,285,570

Provision fo

130,545Resolutions Insurance

420,000Rokya Supp lies

99,050
Solaree ltd

701,267
Suldanka Hrrti Ltd

964,050
Susylink Er t

187,494TERRANOVA AUTOSPARES

Viable Decr

31
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I r so,seo

105,430
Youthline

663,071 1,985,670WARMA

6,334,593 1,974,390WASREB

359,600ese & Co AdvocatesMatete Mwel

337,038,264 317,942,041Totals

Salary Related:

ISalaries

424,8411,230,488Ukulima

384,634\CCO
998,645Wevarsity Sr

2.280.2s3 891,487Co-op Bank Loan

125,201Welfare

70,050Family bank

Statutory D eductions

197,650 197,650NHIF - Jun

777,000 399,600NSSF - Jun

1,234,411 1,234,411PAYE - Jur

I,819,369Provident-Jr rne 15,954,339

22,672,786 5,547,242Total Salar v

Customer I osits

I

41,895,720 39,268,720Bal b/frvd

32,000 90,000Tindinyo

EGA COUNTY WATER AND SANITATION CO LTD
NUAL REPORTS AND FINANCIAL STATEMENTS

FOR THE YEAR ENDED IUNE 30,20L9
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KA MEGA COUNTY WATER AND SANITATION CO LTD

NUAL REPORTS AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED IUNE 30,20L9

A

Shitoli

15-Finance t-KSH25,708,592

The amount in the profit and loss statements relates to KFW loan which was secured

the then Victoria North Water Service Board(LVNWSB) through Treasury to
Gravity from Tindinyo(Nandi County) to Kakamega County.

The principal

five hundred sixty thousand) and the repayment duration is 42 years.

The amount to Interest Accrued for the Financial Year 201812019 but have not been

Shinyalu

487

28125 0

I 7

389 00

I 097 00
Kakamega

Muranda
79,000

Butere
64,000 47,000

Mumias
481,500 368,500

Lumakanda/K .ipkaren
376,500

Malava
75,000

Navakholo
76,500 127,000

Total Deposi t
44,692,220 41,895,720

TOTAL
404,403,270 365,385,003

33

amount was Ksh 3,103,560,000.00(Three Billion one hundred and three million
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KA MEGA COUNTY WATER AND SANITATION CO LTD
NUAL REPORTS AND FINANCIAL STATEMENTS

FOR THE YEAR ENDED UNE 30,2OL9

F Auditors

Presentation the Financial Statements

Statements for FY 201812019 has been properly prepared and presented

accordance the Public Sector Accounting Standards Board and Treasury Circulars.

Unsupported mer Deposits Ksh 39.479.678

The reported reflect the true position, amount of reported Customer deposits has been a

calTy on Balances since 1976 when water provision was been run by Ministry of Water, in
, only bookchanges that

balances.

During the on lst July 2016 the balances of Customers Deposits handed over to the

company Ksh 2,444,400 as per the attached minutes. The company is in final stages

having the amount written off.

Audit fees

The has started to pay the arrears in installments. The first payments was made

January 2020

Long Trade payables

J,

been taking place in water sector no real cash transfers was made but

of

ln

The fully relies on water collection from consumers to pay off previous and current

Sometimes the collections cannot be enough to pay all commitments however the

company laid down prudent strategies to collect outstanding debtors which will see

payments of outstanding creditors

Short Term

Term

commt

The said

as short

drastic

was advanced to Western Water by Lake Victoria North Water Services Board

advanced to then Kakamega Busia Water Supply was Ksh 3,000,000

In the Year 014 Ksh 1,000,000 was repaid back and the balances has remained in the books of
accounts

34

to pay for Electricity in 2009 when it had been disconnected. The initial amount

then.
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MEGA COUNTY WATER AND SANITATION CO LTD
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FOR THE YEAR ENDED E 30, 20L9

The balance

handing over

The Company

Plant,

The company

next audit

Rcccivables

Currently the

arrears are

Capitalized

The reported

was still
The

it

2m was shared under the ratio of 213 KACWASCO and l/3 BUWASCO

l't July 2016.

to pay off the same once liquidity improves

and Equipment

rnaintained and updated its Asset register hence the list will be availed in

prepayments

Cornpany has a total of 35 ,000 consumers and the make up of the indi

in the system .The same can always be access in soft copy

involve goods that was delivered to the company through ministry

the operations. During separations the separations the items was

however is in the final stages of having remove from the books of accounts
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MEGA COUNTY WATER AND SANITATION CO LTD
NUAL REPORTS AND FINANCIAL STATEMENTS

FOR THE YEAR ENDED IUNE 30,20L9

Appendix I - Projects Implemented by Kacwasco

tanagement at the HQ Contract was procured at a value of Ksh 177,464 through

quotations to reinstate sections of damaged finance

building. I't phase of the works was completed and paid.

The corporation is in discussion with KENHA to support

restoration of damaged sections by deep galleys as a

result of storm water from the highway. Regional

director for KENHA has been duly notified

Storm water

Procurertent process was undertaken by KACUWASCO

but Davis &Shirtliff later declined to supply demanding

advance payment. MWENR_CGK took over

procurement. Contract agreement to be finalized.

Buheri Boreh Water Solar Project

UBSUP Proje Developed proposal construction of DTFU and improved

safisan toilets in peri-urban areas of mumias.

Approximately 100 Safisan Toilets have been

constructed and clients paid subsidies. Notification of
award letter for DTF contract has been issued.

The project aims at promoting basic sanitation standards

within the informal settlements and its funded by Water

Sector Trust Fund at Ksh 17 Million.

Supply and l
Containerizer Water Supply

of Supply and installation of containerized water supply at

Lumino Dam- Capacity l,500CM/day.

The container has been delivered at the project site

awaiting installation the county government is in Liaison

with both the local contractor and the MENA water

company for installation and commissioning.
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KA EGA COUNTY WATER AND SANITATION CO LTD

AN UAL REPORTS AND FINANCIAL STATEMENTS

FOR THE YEAR ENDED UNE 30,2OL9

asbestos has been replace with normal iron sheets at a

total cost ofksh80, 000.

Rehabilitated section of the building is being used as

chemical stores.

2nd phase shall include finance Office, NRW office and

Kakamega stores asbestos roofing replacement in the

financial y ear 2021 I 2020

Additional section of the HQ roofing initiallY underenhanced workingOffice facelift
environment

ksh 37,000.00

Siaya-Bondo water Company is able to sale 1'500cm/day

oftreatedwatertoKACWASCofordistribution.The
most recent billing was KSH 4,000'00

households40 servingconnectedhasThe corporation
bil lingmonthl averageThe5J 0 vpeople.,lyapproximate

rvlter from SiaYa

of Butere and
Purchase of
county to serve

Khw'isero areas

37
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KA EGA COUNTY WATER AND SANITATION CO LTD

AN UAL REPORTS AND FINANCIAL STATEMENTS

FOR THE YEAR ENDED IUNE 30,20L9

Appendix II Entity Transfers

There were no entity transfers in the Financial Year 201812019

Appendix III - of transfers from other Government entities

There were from other Government entities in the Financial Year 201812019
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