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Key Entity Information of Western Water Services
Company

Backsround ln formation

The Western Water Services Company (WWSC) is a water service provider incorporated in 2006

with technical assistance from the MWI/GTZ Water Sector Reform Program (WSRP).The

company is appointed by LVNWSB as a water service provider with a mandate of delivering
water and sanitation services within the municipal councils of Kakamega, Mumias, Busia,

Nambale, Butere and Shitoli.The core mandate is to ensure provision of water and sanitation
services, ensuring good customer relations and sensitization, adequate maintenance of assets

and reaching a performance level set by regulation. This nrandate will successfully be achieved
through standards and guidelines set by LVNWSB to provide for financial sustainability, capital
cost recovery and a return on investment.

ln carrying out its contractual obligations, Western Water Services Company is expected in

providing

i). Provide water and sanitation services in an effective, efficient and economical manner and
shall report to LVNWSB (Licensee) in accordance with the provisions in the Act.

ii). Comply with all the provisions of the Laws of Kenya relating to the performance of its
obligations, including those relating to occupational health and safety of employees. ln
addition, the company shall operate a quality monitoring and assurance system in
accordance with the lnternational standards.

iii). Ensure that all assets entrusted to the company by the Licensee are maintained and are in
good working condition.

iv). The development and management of programmes for the advancement of skills and
competencies of employees of the company

v). Establish mechanisms for promoting customer relations including the development of
agreements with customers.

The powers and rights of WWSC include,

i). Rights of disconnection of services to properties for non-payment of charges for water or
sewerage
Rights of entry to premises and properties
Rights to abstract water and control discharges to sewers and make discharges to
watercourses
Rights to manage, use and operate the Assets
Rights to take legal action for breach of obligations by customers and others causing
damage or adversely affecting provision of services.

ii)

iii )

iv)

v).
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Western Water Services Company is a corporate enrity estabiishecj in 2006 under tire
Companies Act, Cap. 486 of the Laws of Kenya. lt is wholly owned by the Municipal Councils of
Kakamega, Mumias, Busia and Nambale. The Company also operates the Butere and Shitoli
schemes and is scheduled to expand and take over additional schemes in the region in the near
future. The core business is the provision of water and sewerage services to the residents of the
above named urban and rural areas.

In March, 2006,the company was appointed by LVNWSB through a contractual
agreement(Service Provision Agreement) to provide water and sewerage services to the six

schemes. Through this agreement, WWSC has leased assets from the LVNWSB which can be

summarized in figure 1.

Figure 1: Assets from the LVNSWSB

Kakamega Water Supply T/works, 4 no. B/holes, 2 no. sewerage works, Storage

tank 1705m3, 90 km distribution pipeline of various

sizes and type, 13.7 km of sewerage pipe network of
various sizes and type and 7200 connections.

ShitoliWater supply Treatment works, 3 no. B/holes, 50 km of pipe network

of various sizes, storage tanks of total capacity of
1580m3 and 2967 connections.

Busia Water supply Treatment works, 8 no. B/holes, 1 no. sewerage works,

storage tanks of capacity 550m3 for Busia and 120m3

F/Bumala, 24 km of pipe network of various sizes and

types and 2683 connections.

Butere Water Supply 5 no. B/holes, storage tanks 96m3, 1,3.75 km of pipe

network of

various sizes and type and 428 connections

Nambale Water Supply 4 no. B/holes, storage tanks of capacity 62m3,11 km of
distribution Network of various sizes and types and 564

connections.

Mumias Water supply Treatment works, 2 no. B/holes, storage tanks of
capacity 820m3, of pipe network of various sizes and

type and small sewerage facility and 1266 connections
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Ail schemes are operational but the current production ievel is unable to meet the ever-
increasing demand for water. The infrastructure in most of the schemes is in dire need of
rehabilitation which has already commenced in Kakamega and Busia. This has been made
possible by the support of the GOK and KFW through LVNWSB. Rehabilitation works are almost
complete and the major works involving the construction of gravity fed systems in Kakamega

are set to be completed by August 2010. The current water supply schemes were previously

owned and maintained by the Ministry of Water and lrrigation. The NWPC also took over the
running of the schemes in the 1980s until the enactment of the Water Sector Reforms in

2002.The reforms clearly separated matters of policy formulation from roles and

responsibilities in the provision of water services. WWSC has a total number of 110 members of
staff most of whom were drawn from the MWI and NWPC. The Core management team
comprising the Managing Director and Heads of Department have been selected through a

competitive selection procedure. The Board of Directors is charged with the responsibility of
policy formulation, implementation and review. This can be achieved through embracing good

Sovernance and providing visionary and transformational leadership. The Core Management
team is responsible for overall planning, implementation, monitoring and evaluation of the
com pany's perform a nce, prod uctivity a nd custo m er satisfaction.

There have been substantial investments to rehabilitate the infrastructure. ln this regard, this
strategic plan has been developed to deal with the effects of new technologies and an

expanded customer base which would lead to improved quality and reliability of our services

Effective, efficient and sustainable water service provision is dependant on a participatory and
conclusive bottom-top planning process in line with the implementation of the water sector
reforms following the enactment of the Water Act 2002.The Act was hinged on the principles of
efficiency, sustainability and affordability. The company's vision, mission, strategic goals and
objectives are presented in a simplified and straight forward manner following the latest Water
Sector institutional framework. Emphasis has been put on inclusion of flagship projects relevant
to the water services sub-sector as articulated in Vision 2030 and the Medium Term plan 2008-
20L2

This strategic plan was inspired by the ever-increasing demand for water attributed to a rapidly
growing population, urbanization, dilapidated water/sewerage infrastructure and other socio-
economic activities. Millennium Development Goals (MDGs) number 7 seeks to halve the
proportion of people without sustainable access to safe drinking water and sanitation services

5



by 20L5.|t therefore became necessary for the company to develop a five year strategic plan to

ensure it is futly equipped to implement the water sector reforms following the enactment of

the Water Act 2002 by adopting the following process:

a To remain relevant, the strategic plan was aligned with the overall vision and mission of

Ministry of Water and lrrigation(MWl),National Water and Sanitation Strategy(NWSS),

Water Services Regulatory Board(WASREB),Lake Victoria North Water Services

Board(LVNWSB) and the Millennium Development Goals(MDGs)

The strategic team performed an environmental analysis, a process of monitoring the

company's environment to identify both present and future threats and opportunities that
may influence the company's ability to achieve its goals.

ln developing this strategic plan the management gathered and considered the implications

of data related to important environmental factors.

Having envisaged that organizations are open systems and environmental factors inevitably

influence them, it was imperative that managers ensure that this influence is channelled in

a positive direction and contributes to organizational success.

The strategies formulated were linked to the implementation framework with particular

focus on financial resources, human capital, organizational structure, governance,

leadership, operational processes and risk management.

Action and operational plans were developed based on the objectives and strategic goals.

lndividual departments were allocated responsibilities and the time frame within which the

specific activities should be accomplished.

It was proposed that regular reviews should be conducted to ensure that the strategic plan

adapts to the dynamic environment.

a

a

a

a

a

a
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MANAGEMENTTEAM

t George Kwedho Ch ief Executive Officer(LVNWSB)

2 Anthony Kisaka

Ch ief Finance &Strategy

Manager(LVNWSB)

3 Eng Peter Ouma Technical Services Manager(LVNWSB)

4 NaomiJelimo
Manager Human Capital Planning and

Development(LVNWSB)

5 Shadrack Wegulo Juma M a nagin g Director(WESTERN )

6 Kenneth lndusa
Commercial &Finance

Manager(WESTERN)

7 Kennedy Opio
Human Resource & Administration

Manager(WESTERN)

8 MichaelOgol Ag. Technical Manager(WESTERN)
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Managing Director's RePort

Western Water Services Limited was incorporated in 2006 under the Companies Act, Cap'

4g6. with the technical assistance from the MWI/GTZ Water Sector Reform Program (WSRP)

to provide water and sanitation in Kakamega, Busia, Mumias, Nambale, Shitoli' Shinyalu'

Muranda, Butere, Matayos and Tindinyo (Nandi County). The company has the following

mandates to discharge;

provide water and sanitation services in an effective, efficient and economical manner

and to report to LVNWSB (Licensee) in accordance with the provisions in the Act'

Comply with the provisions of the Laws of Kenya relating to performance of its

obligations, including those relating to occupational health and safety of employees' ln

addition, the company operates a quality monitoring and assurance system with the legal

requirements.

To Manage and maintain assets entrusted to the company by the Licensee, Lake Victoria

i)

ii)

ii)

north water services board.

v). Establish mechanisms for promoting customer relations including development of

agreements with customers.

KBWS currently has a total of 15,000 customers distributed in areas of operation, most of

who are drawn from the urban population. The company key stakeholders include

Government of Kenya, donor community WSTF, KEWI, LVNWSB WASREB and WRMA' These

stakeholders are involved in regulation, supervision and funding of the company's activities'

Their activities have centered on rehabilitation and expansion works, institutional

restructuring and capacity building. This is intended to develop the company's capacity to

discharge its mandate.

During financial year 201312OL4, the company experienced significant progress in

advancement of its objective. Revenue collection efficiency increased to 94% that in effect

increased revenue by 31% that was reinvested back into the operation of the company and

discharge of various creditors who had been outstanding for long. Additional capacity was

achieved in Mumias with the gravity system becoming operational during the year, Additional

storage tanks were constructed in kakamega and Mumias while various kiosks were

constructed to serve customers without connections'

The major challenge that the company faced was the non-revenue water problem where the

company could not accountfor 52%of its production. This was to a great extend contributed

by non-metered accounts and stuck meters. Water theft also contributed significantly while

Grading of road network in Kakamega Mumias and Busia had a devastating effect in the

months of May and June 2Ot4. While there were additional customers who required

connections, inadequate funds limited the company's abilitity to expand thus reach all

10



customers.ln the next financial.;ear, the company expects to advance its objectives by;

o lncreasing water access in urban areas by 20% from the current 53%

o Reducing unaccounted for water (UFW) from 52% lo 3O%

o ,Attain 7O%and 65% access to safe sanitation; and 40% sewerage access in urban areas

o lmprove revenue collection efficiency.

. lmprove efficiency effectiveness in its operations

CORPORATE GOVERNANCE.

The company recognizes the importance of corporate governance in creating balance

between economic and social goals and between individual and communal goals while

encouraging efficient use of resources, accountability in use of power and stewardship and as

far as possible to align the interests of individuals, corporation and the society. Good

corporate governance is intended to ensure that the powers of the corporation is exercised

in the stewardship of the corporation's total portfolio of assets and resources with the

objective of maintaining and increasing customer satisfaction and other stakeholders in the

context of corporate mission.

Since 20L0, The Company has had no board of directors when the licence of Western Water

Services Company was cancelled by the Lake Victoria North water services board, for failure

to comply with WASREB guidelines. During the year 2012 the Licensee (LVNWSB) advertised

for interested companies to apply for a water service provision where subsequently Western

Water Services Company applied and won. The positions of directors were advertised and

new directors recruited. However, the former directors obtained a court injuction to stop the

new board of directors from assuming office. The case has since been withdrawn but the

injunction remains effective until after the directors have paid for the cost of the suit'

Consequently, the new board of directors remained suspended rn 2OL3-2OL4 .

To manage, the situation, board of directors through the key management committee has

continued to provide oversight over the running of the company. The board has over time

provided oversight over;

o Guiding policy formulation, implementation and review

o ensuring good governance and accountability in the operations of the company

r providing mentorship to management

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

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

11.
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Ma ment Structures

Overall planning implementing, monitoring and evaluating company performance,

productivity and customer satisfaction

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

by the Board of Directors

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

same regularly.

Responsible for overall groMh and development of the company

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

to its business profitable

ORPORATE SOCIAL RESPONSIBILITY STATEMENT

W tern Water Services company recognizes its obligations to act responsibly,

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

onment as a whole

To end: -

The conrpan)r 111i11i,,rizcs hcaltl-r arrd safctl, risks to staff and visitors through

the implementation and adherence to Work place occupational safety and

health poiicy and the Government of Kcnya's OHSAS 18001:2007.

The Company has a separate environmental policy statement clarifying its

commitment to delivering a net positive impact on the environment.

The Company has established a Corporate Social Responsibility budget line

within iLs annual buclgct through which ii supports its social responsibility

objectives.

The company undertakes annual health and safety workplace audits
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MANAGEMENT RESPONSIBILITY

The Directors are responsible for the preparation and presentation of the Company financial statements,

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

year (period) ended on June 30, 2OL4. 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 company; (iii) designing, implementing and maintaining internal controls

relevant to 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

company; (v) selecting and applying appropriate accounting policies; and (vi) making accounting

estimates that are reasonable in the circumstances.

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

using appropriate accounting policies supported by reasonable and prudent judgments and estimates, in

conformity with lnternational Financial Reporting Standard (lFRS. The Directors are of the opinion that the

Company's financial statements give a true and fair view of the state of Compony's transactions during the

financialyear ended June 30, 2074, and of the Compony's financial position as at that date. The Directors

further confirm the completeness of the accounting records maintained for the Compony, which have

been relied upon in the preparation of the Company'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 the Compony will not remain a going

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

Approval of the financial statements

Chairman Director Director

L3
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REPUBLIC OF KENYA

+2 342330
Fax: +254-20-3 t482

P.O. Box 30084-00r00
NAIROBI

E-mail:
Website: www. go.ke

OFFICE OF THE AUDITOR-GENERAL

OF THE AUDITOR.GENERAL ON WESTERN WATER SERVICES
ANY FOR THE YEAR ENDED 30 JUNE 2014

RT ON THE FINANCIAL STATEMENTS

audited the accompanying financial statements of the Western Water Services
pany set out on pages 14 to 28, which comprise the statement of financial

as at 30 June 2014, and the statement of comprehensive income, statement
of nges in equity and statement of cash flows for the year then ended, and a
sum of significant accounting policies and other explanatory information in

rdance with the provisions of Article 229 of the Constitution of Kenya and Section
14
wh

the Public Audit Act, 2003. I have obtained all the information and explanations
, to the best of my knowledge and belief, were necessary for the purpose of the

aud

ment's Responsibility for the Financial Statements

is responsible for the preparation and fair presentation of these financial
nts in accordance with International Financial Reporting Standards and for

SU internal control as management determines is necessary to enable the
n of financial statements that are free from material misstatement, whether

due fraud or error

RE

RE

is also responsible for the submission of the financial statements to the
r-General in accordance with the provisions of Section 13 of the Public Audit

Act,

r-General's Responsibility

My nsibility is to express an opinion on these financial statements based on the
aud and report in accordance with the provisions of Section 15(2) of the Public Audit
Act, 2003 and submit the audit report in compliance with Article 229(7) of the

n of Kenya. The audit was conducted in accordance with lnternationa!
ards on Auditing. Those standards require compliance with ethical requirements

and that the audit be planned and performed to obtain reasonable assurance about
er the financial statements are free from material misstatement

An it involves performing procedures to obtain audit evidence about the amounts
and disclosures in the financial statements. The procedures selected depend on the
aud r's judgement, including the assessment of the risks of material misstatement of
the financial statements, whether due to fraud or error. ln making those risk
as ments, the auditor considers internal control relevant to the entity's preparation
and fair presentation of the financial statements in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an
op ion on the effectiveness of the Company's internal control. An audit also includes

ng the appropriateness of accounting policies used and the reasonableness ofeva

Promoting Accountability in the Public Sector



I
taccounting estimates made by the management, as well as evaluating the overall

presentation of the financial statements.

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

Basis for Qualified Opinion

1. Customers' Deposits

lncluded in the current liabilities of Kshs.262,033,464 as at 30 June 2014 are
customers' deposits amounting to Kshs.26,791,720. The balance however, differs by
Kshs.1,058,335 from that of Kshs.27,850,055 extracted from the SULIS M@ics billing
software. Further, the Customers Deposits Bank Account at Barclays Bank of Kenya
had a balance of only Kshs.4,209,977.80 resulting in an unexplained difference of
Kshs.23,640,077 .20.

Under the circumstances, the accuracy, completeness and guarantee of the
customers' deposits balance of Kshs.26,791,720 could be confirmed.

2. Loss of Funds - Unauthorized withdrawal

As similarly reported in prior years, payments totalling Kshs.44,828,774 between 1

July, 2009 and 16 November,2011 remain unaccounted for. The figure includes an
amount of Kshs.24,203,160 misappropriated by the then former Finance Manager
whose case is still pending before a court of law.

3. Unrealized Water Revenue and Unaccounted for Water

During the year the Company produced a total of 4,763,540.00 cubic metres (m3)
valued at Kshs.462.484,848.75 for distribution. However, only 2,372,605.00m' or
500/o of the water valued at Kshs.230,352,608.47 formed the billed water consumption.
The balance of the unbilled water totalling 2,390,935.00m3 vb'l'ued at
Kshs.232,132,240.28 is beyond the allowable standard for leaks, bursts and other
unforeseen but acceptable losses of 25% or 1,190,885m3 vhlued at
Kshs.115,621,212.19. Therefore, the balance of 1,200,050m3 of water valued at
Kshs.114,731,396.28 is a loss to the Company. Management has not indicated any
measures to address this adverse situation.

ln the circumstances, it has not been possible to confirm the completeness and
accuracy of the water income of Kshs.2O1,644,239 as at 30 June 2014.

Qualified Opinion

ln my opinion, except for the effect of the matters described in the Basis for Qualified
Opinion paragraph, the financial statements present fairly, in all material respects, the
financial position of the Company as at 30 June 2014 and of its performance and cash
flows for the year then ended, in accordance with !nternational Financial Reporting
Standards and comply with the Water Act,2002.

Other Matter

Going Concern and Financial Performance

During the year under review, the Company operated without a board of directors and
has no approved budget for its operations. lts license for operations as a Water

2



Service Provider was cancelled and the Shareholders prevented the Company from
exercising its mandate through a Court Suit. lt has continued to operate through a
board which has not been legally constituted and recognized. Further, the Company
made a net loss of Kshs.80,912,940 (2013: Kshs.30,209,844) while current assets
stood at Kshs.164,241,903 and current liabilities at Kshs.262,033,464 resulting in a
negative working capital of (Kshs.91,567,544) as at 30 June 2014. ln addition, the
Company did not pay its obligations as and when they fell due and in particular
statutory deductions of Kshs.82,417,7 14.

As a result, the company's continued existence as a going concern is dependent upon
legally constituting a Board of Directors and financial support to meet its obligations.

It/y opinion is not qualified in respect to this matter.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

As required by the Kenyan Company Act, I report based on my audit, that:

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

ln my opinion, proper books of account have been kept by the Company, so
far as appears from my examination of those books, and

The Company's statement of financial position is in agreement with the
books of accounts.

Edward R.O. Ouko, CBS
AUDITOR-GENERAL

Nairobi

30 July 2015
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WESTERN WATER COMPANY LIMITED

Reports and Financial Statements for the year ended Iune 3O 2014

STATEMENT OF COMPREHENSIVE INCOME

Turqover

Notes

2014

Ksh

201,W,239

42,94,2M

2013

Ksh

180,296353

71,6y2,537

SaIes

Cost of Sales

2

3

Gross Revenues 158.696.085 108.603.816

Other Operating Income 4 4,974,975 5,W,317

Total Gross Revenues 763,670,950 773,670,733

Administrationy'Operating Expenses 5

Depteciation Expenses 6

115,@,082.

2,7M,988

142,820,807

999,170

TOTAL EXPENSES 118,fig,070 743,819,977

oPERATING PROFIT/IOSS 45,28'1.,880 (30,209,84/,001

Finance Cost (126,194,820.00)

Net Profit/loss (80.912.940) (30.209.844.00)
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WESTERN WATER SERVICES COMPANY
STATEMENT OF FINANCIAL POSITION AS AT JUNE 30' 201'l

ASSETS

NON CURRENT ASSE-TS 2014

Ksh

2UL3

Ksh

5,576,505property, plant and equipment 6 6,224,0t7

TOTAL NON CURENT ASSETS 6,2j24,077 5.576505

Current Assets

Inventories

Receivables and Prepayments

Bank and Cash Balances

8

9

10

9,474,035

742,491.,878

12,275,990

6,565,4M

99,426,4i

7.y\.615

Total Current Assete 1.64.24t.903 113,333,300

Current Liabilities

Payables &Accruals

Short term Borrowing-LVNWSB

11 260,033,4il

20m,000

t27,W,408

2,000,000

Total Current Liabilities 26L033,et 729.W.M

Net Current Asset (n567,s441 (l.623t,rfitl

Finaned By

Share Capital

Revenue Reserve

Government Grant

1m,000

(239,77W8n

748.,M2,&3

1m,000

(1s8,7E7,246)

748,M2,&3

Total Equity r.9ts67.wl lt6.23t.tu

The firrancial statements were approved by the board of directors on 26ftSePtember 2014 and signed on behalf by:

Chief Bxecutive Officer
Commercial &
ManagerManaging Director

15



WATERCOMPAT{Y

ATEMENTOF CHANGES tN EQUITY

the Year Ended 30th 2tr14

at 1at ]uly Z)12

the year

Asset - Adjustarent

Fraudulent

fr13

ended 30 |une 2(}l3

at 1st July 2013

the year

2fr1l

SHARE
CAPTTAL

Ksh

100,000

100,000

EARNINGS

Ksh

GOVT GRANT

Ksh

148,Mzil3

148,U2,&3

TOTAL

Krh

4334s,fir

(30209,84s)

412,ffi

(10,6s4,603)

(80,91a940)

(LU,797,042)

(30209,845)

412800

$58,n7,2M')

(&,91LeQ.6n

16





WESTERN WATER COMPANIY

STATEMENT OF CASH FLOW

For the Year Ended 30th Iune 2014

30th Iune 2014 3lstIune 2013

Cash generated from operations

Profit/ (loss) before tax

ADDI Non cash adjustments

Provision for Depreciation

(80,972,940) (30,209,U5)

2,7M,988 999,170

(78,167,9521 Q8,207,4621

Charqges in working capital

Increase/ (Decrease) in Creditors

Increase in Debtors

Decrease in Short Term Loan

Increase in Stocks (2,908,631\ (2,013,956)

132,M9,056

(40,465,59n

42,489,936

(6,151.,306)

Net Cash from (used in) operating
activities 89,094,828 34.324.674

Cash flow from Investing Activities

Net Cash from investins activities

Acquisition of Fixed Assets(meters)

Short term borrowing - LVNWSB

Government Grants

5,796,377 697,678

Net increase Cash and Cash Equivalents 5,730A99 5,tng,533

Movement in Cash & Cash equivalents

At the Start of the year

Increase/ Decrease of cash at year end

7,34'1.,615

5,130,499

1.,922,082

5,419,533

Balance as at 30th Iune 12A72,114 7341,675

t7



SUMMARY OF SIGNIFICAI\T ACCOUNTING POLICIES

The principle accounting policies adopted in the preparation of these financial statements are set out

below:

I Statement of compliance and basis of preparation

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

at re-valued amounts of certain items of property, plant and equipment, marketable securities and

financial instruments at fair value, impaired assets at their estimated recoverable amounts and

actuarially determined liabilities at their present value. The preparation of financial statements in

conformity with Intemational Financial Reporting Standards (IFRS) allows the use of estimates and

assumptions. It also requires management to exercise judgement in the process of applying the

entity's accounting policies.

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

functional and reporting culrency ofthe entity .

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

Corporations Act, and International Financial Reporting Standards (IFRS). The accounting policies

adopted have been consistently applied to all the years presented'

Revenue recognition

Revenue is recognised to the extent that it is probable that future economic benefits will flow to the

entity and the revenue can be reliably measured. Revenue is recognised at the fair value of
consideration received or expected to be received in the ordinary course of the entity's activities,

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

of the entity's activities as described below.

Revenue from the sale of goods and services is recognised in the year in which the entity

delivers services to the customer, the customer has accepted the services and collectability of
the related receivables is reasonably assured.

ii) Other income is recognised as it accrues.
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SUMMARY OF SIGNIFICAI\T ACCOUNTING POLICIES (Continued)

3. Property, plant and equipment

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

depreciation and impairment losses.

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

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

impairment losses. Where re-measurement at re-valued amounts is desired, all items in an asset

category are re-valued through periodic valuations carried out by independent external valuers.

Increases in the carrying amounts of assets arising from re-valuation are credited to other
comprehensive income. Decreases that offset previous increases in the carrying amount of the same

asset are charged against the revaluation reserve account; all other decreases are charged to profit
or loss in the income statement.

Gains and losses on disposal of items of property, plant and equipment are determined by
comparing the proceeds from the disposal with the net carrying amount of the items, and are

recognised in profit or loss in the income statement..

4. Inventories

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

comprises purchase price, import duties, transportation and handing charges, and is determined on

the moving average price method.

5. Trade and other receivables

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

6. 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.
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Borrowings

bearing loans and overdrafts are initially recorded at fair value being received, net of issue

associated with the borrowing. Subsequently, these ane measured at amortised cost using the

interest rate method. Amortised cost is calculated by taking into account any issue cost

discount or premium on settlement. Finance charges, including premiums payable ofany
or redemption aJe accounted for on accrual basis and are added to the carrying amount

the instrument to the extent that they are not settled in the period in which they arise. Loan
accruing during the construction of a project is capitalised as part of the cost of the project.

for staffleave pay

' entitlements to annual leave are recognised as they accrue at the employees. At
is made for the estimated liability for annual leave at the reporting date.
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SUMMARY OF SIGNIFICAI\T ACCOUNTING POLICIES (Continued)

9. Comparative figures

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

i fO. Subsequent events

There have been no events subsequent to the financial year end with a significant impact on the

financial statements for the year ended June 30, 2014.

ll Depreciation and impairment of property, plant and equipment

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

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

installations.

Depreciation on property, plant and equipment is recognised in the income statement on a straight-

line basis to write down the cost of each asset orthe re-valued amount to its residual value over its
estimated useful life. The annual rates in use are:

Buildings and civil works
Plant and machinery
Motor vehicles, including motor cycles
Computers and related equipment
Office equipment, fumiture and fittings
Water supply infrastructure

2%
t0%
25%

33.3%
t2.5%

4%

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

NOTES TO THE FINANCIAL STATEMENTS

2 SALES 2,Ut4

(Ksh)

1.53,975,7U.N

N,ffi,&.61

9,11&850.00

2,073

(Ksh)

t37,485,14r.N

35,0&556200

7.725,650.N

Gross sale of water

Gross sewer charges

Meter Rent

TOTAL REVENUE

2L

24LW.238..67 180296.353.00
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3 Of Saleg

Stock(chemicals)

Ad&

Lrvies: LMTIWSB

Sewers

lrss: stock

4 Revenue Income:

Bwia

Sale Tender Documents

Total from F.xhaueter

fromWaterBowser
note the water bowser services the

review 201&2014 and it only receiPted at

w

955,330.00

7,44,657.W

2,016,442.39

8let180.m

20,fi7,464.39

72,C29,16tr..N

2511,900.00

79,000.00

704,500.00

4,557,W.fi

3L672,s47.N

1,842,96/l.N

4,0f[.fi22,0o

870,000.00

77,5WA35.94

77,247A50.N

43A,220.N

44,000.m

38,2.W7,N

Total lncome
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5 ADMINISTRATION/OPERATIONS COSTS

Staff costs

Casual Wages

Perfomance Reward

Directors' emoluments

PostaSe, Telephone and lntemet

Transportatiur, travelling and subsistence

Newspaper & Periodicals

printin& stationery

Funeral Expense

Staff training expenseE

secudty senrices

Fuel

Software maintmance

tab Reagents

Domestic Requisites

Cross Cutting Iszues

Grauity

Motor vehide Repairs

Unilorm & Protective Oothing

Office buildings repairs

Subscription Fees

Pubhcity & Advetisements

Customs Duty

Repairs &Maintenance

Operations & Mainterurce

Computer Accessories

Motor vehide inspectioru

Motor Vetride Insurance

Bank charges and commissioru

Auditors' remuneration

kgal fees

NEMA

Consultarry fees

Provision for Doubtful debt

LVNWSBUnderstated

2tt4

Ksh

n,820,625,@

6,1,1058.00

1,651951.00

9n,n1,.w

3376,5n.N

76r,2fr.@

1,7023il.@

90,0m.00

1584,m0.00

5,678,24.W

4Xa4,5fi.00

443,7m..00

339,533.00

7,M7,76.N

83,755.N

3,794,772.N

25,479.@

7n,w.N
W,D4,N

100,000.00

414455.00

5,73/,A4.N

n3,737.@

60,533.00

90,185.00

352,1r3.00

8120m.00

300,000.00

10,000.m

26m,000.m

2Vt3

Koh

77,742,5X).W

6355,001.00

7,A7,3n,N

206.7,W.fi

7,763,749.N

2A8,679.W

13e368.00

7,W785.00

339,87.N

5,891,178.00

4,9y,706..N

100,000.m

493,U7.N

2374,W,N

M,m
7F24*5.@

608,900.00

165,515.00

13&750.00

w7,@6.N

755,n5.N

62ZvZ7.N

4,43&160.m

751363.00

7,959,7!l.N

325,372.N

563,012.00

1,280,000.00

540,000.00

23
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TOTAT OPERATION COSTS 775,W,N2 t43B79.En

6. Property Plant and Equipment

7) The company had secured external financing from German government and Kenya governments as

follows. The interest due to this date is Ksh 126,194,820

SUMMARY
below summarizes the costs above

2,074

Water
SupplllIn
frastructu

re

Furniture
& fittings

Plant and
machinery

Motor
vehicles,
including

motor
cycles

Computers
&r

equipment

Office
equipm
ent

Water
Meters

Total

COSTOR
VALUATION

1,811,000 385,860 7365,900 868,312 783,902 2,957,m 13,577,974

At July 1, 2010 0 0 0 0 0 0

Additions 430,000 283,1,95 0 0 410,997 0 694,192

Transfers 0 0

Disposals 0 0 0 0 0 0 0

At ]uly 2013 430 m0 2,091,195 38s.860 7,%5,900 r279,n9 183,902 \e57,W 74,26,16

Additions 79,5N 67,W 49,000 4,tfi,N0 4,355,500

AtJrly L,2012 0 0 0 0 0 0 0

Charge for the year 0 0 0 0 0 0 0

Impairrrent loss 0 0 0 0 0 0 0

Eliminated on disposal 0 0 0 0 0 0 0

Atlune 30,2U14 430 m0 2,173,695 452,ffio 7,365,900 L32A309 183,902 7,117,w0 79,057,ffi

DEPRECIATION 0

At July 1, 2013 1.7,2m 1.,655,423 270,102 6,245,?31, '1,196,315 1@,915 537,475 t0,082,66t

0

Charge for the year 2014 77,2N 27L,712 45,286 1.,U7,475 u2,327 22,988 104,000 2,7M,988

ACC Depreciation as at
Iune 2Ol4 Y,M 7,9n,735 315,388 8,offi,7M 1.6fi.U2 183,903 @1A75 12,82j7,U9

NETBOOKVALUE

AtIune 3O 2013 4t2,800 438,772 1,1,5,758 1,;t20,69 245,94 22,987 3,2r9,52s 5,576,505

AtJune N,2AL4 395,600 246.,ffi 137472 -7m,M -310,333 -1 6A7s5E 6.v24.Ar7

ITEM DESCR!PTION COST lN KShs. COST IN USD

1 Works '1,378,874,970 1s.320.833

2 Goods 137,943,900 1.532.710
3 Consultancies and Capacity

Building
233,399,970

2.593.333

4 Resettlement 54,000,000 600.000

5 LVNWSB Capacity/Support 32,185,125 357,613

TOTAL 1.836.403.965 20.404.489
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Exchange rate USDeKsh 90

Gok Contribution r83,640,397 2.(N0.449

IDA Contribution 1.652,763,569 18.364.(N0

r.836.403.965 20.404.489

8 $tock

30th June Z)14
30th lune

2m3

a) Total Chemicals

b) Stationery

1,409,5t6

6%,347.N

955,330

4/p.38L

5,1.69,693c) Fipes and Fittinss 7.428.173.m

To Balance Sheet 9.474,035.fi 5565.,m4

9 Debtors

30th Iune 2014 30 th Iune 2013

Tindinyo

Shitoli

Shinyalu
Murhanda

1.4,961,61

2,430,879

420,983

10,106,110

2,588,0L4

50,869,503

2,768,595

7,779,40L

2,08,5,&

3,1.17,247

19.23,O.474

Kakamega

Butere

Mumias

Nambale

Matayos

Busia

69,697,794

3,U7,83
7L,261,M9

3,435,96

3,426,79r

23.732.494

732,787,7U 98.%5,737

Exhauster

Bowser

Staff Debtors

M0,5,00 420,000

13,000

627,sfi181,600

133.N.2U1 $.426.281

VAT Claim 5,735,43 0

PAYEClaim 3.036,523 0

KPLC 410,935 0

TOTALDEBTORS 14L491878 99,C26,2N

10 Cash and Bank Balances As at 30th run 2014

M-pesa Balances

2014

2,056,190

166,395

2013

1,898,981

Cash ln Hand

25
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l
Bank Balanccs

Totals

CREDITORS

DATE

11 SUMMARY OF CREDTTORS AS AT 30.06.2114

tl
2m4 2m3

35 000

a,9N
7,E75343

9,000

27,ffi
3sr80

89,979

267,W

\739,778

L989,952

4900,000

3n,ffi
74,808.22o

M,gfi
779,569

L76B.,624

0

210,000

1,000,000

118320

140,000

21.6,w

a,w
247,@6

9t,w
163,ffi
773,ffi
700,000

M,M

African Airtouch

Aquatreat

Aveaue Electricd & Glazing

BEDROCK HOLDINGS LTD

Benjamin Makokha

Betco Engineering

Brother Marketing Ltd

Boada

CADS Motors Ltd

COAST NDUSTRIAL & SAFETY SI,'PPUESLTD

COMPI.JLYNXNYANZALTD

Davis &Shirtliff
G.lS

GM BUSOLOCONTRACTORS

)ulika Automobiles

KINETICS ENGINEERING LTD

KRA Arrears

NUPNO(SERVICES

LAPTRUST

PAN AIRICA CT{EMICAIS LTD

LMTIWSB Levies

LMTIWSB - Customs Dtuty

Kakamega General Motors

crc
KPLC

POLYPIPESLTD

Pop ln-Eleckicals

Lavinda Ltd
kgal Fee

MALCOMSACENCIES

Nation Media

Ngumbi Auto Tyres

NHIFPendty
NWCPC Pension Arrears

REMIFAMSYSTEMS

System Mainterunce

lnsurance Agencies

Newspaper

KingLtd
6or Audit Fees

for Gratuity

78,W0

76B.,7M

3v7326

589,952

3,o5o,ooo

1,w3,752

909,176

67,8%,@5

34J',958

478,375

200,000

11O115

n,624

&,910

zzn,ats

7AA7O

740,6y2

32,m

1A57,750

to,m

1,0m,000

5n,En

97,m

222,439

78,%9

memo
7,M7,W

lrt
..--)

I

t
I

1r
r1

I

,.l

ii
i-l

I
a

I

,]

1

I._t

I

Itl
)'-1

{rl

I

I

l
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provision for leave allowances

VaghelaH.M

WATER & SOLAR TECHNOI.OGIES LTD

Westabruck

SAHAIANAND SPARES CORNER UMITED
SUUSEAST AFRICA

TERRANOVA AUTOSPARES

TRAWLERSUMITED

WARMA

WASREB

Zanjuki Stores
For Finance cost

lnfo

Related.

SACCO

Bank loan

wages

Deductions

-lun
- Jun

AYE -lun

7,228,854

176,578

48,000

1,13,100.00

391"500

7n,W
766.,670

11,69),000

LO59,B8

L26,L94,820

2,000,000

2457,248

5M,94
88,532

632,878

6927

373s9

w2,459

382,625

46;7N

68,m0

783,491

2fr14 2m3

2\W3n t7,5,.6,Ia7

105,000

537,ffi
281,000

25y2,ffi 3,06.7,98

723,7N 113"550

4n,m 346,000

190,s00 s750o

u3,7N 69L,7N

227

4,759
2V2,079

48,000

251,ffi
2fi,771

7,M,8N
2,559,N

!$,755

8%,250.00

15,010.00

7,4283o4.N

AL

1-Jul-l2

3GJun-13

3Glun-13

30-|un-13

30-fun-13

30-Jun-13

3GJun-13

3GJun-l3

3GJun-13

Bal b/fwd
Tindinyo

shiroli

Shinyalu

Kakamega

Butere

Mumias

Nambale

Busia

Bal
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12 The company has been implementing two (2) Urban Project Concept (UPC) Projects in Mumias and

Kakamega funded by Water Service Trust Fund (WSTF) under their sffi Call. For Kakamega, the total

funding received amounted was Kshs.9,699,266.00 as on 30ft June 2014; Kshs.8,547,196.00 had been

spent while ksh1,184,464,00 was at bank at the close of FY 2013114.

For the Mumia's project, Kshs.9,747,676.00 was received of which Kshs.7,294,481 had been spent and a

balance of Kshs.2,453,194.00 was balance at bank.

l3.UN-Accounted for Water

We wish to state that the measuring devices (Master Meters) at Treatment Works are faulty and hence

cannot reliably measure the unit's release for distributions and hence the units that have been submitted

was based on Tanks capacities.

l4.Status of The Comnanv and Related Partv

The Company is Western Water Services Company but the operations is run by Lake Victoria North

Water Services Board pending the outcome of court cases involving its former directors.

28




