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I. KEY ENTITY INFORMATION

Background information

The Company was established pursuant to the Water Act 2002. It was incorporated on

25th August 2005. At County level, the Company is represented by the County Executive Committee

Member of Water, Environment and Natural Resources of the County Govemment of Kilifi. The

Company is domiciled in Kenya in Malindi Sub-county of Kilifi County.

Principal Activities

The principal activity of Malindi Water and Sewerage Company is the Supply of Water to the Residents

of Malindi and Magarini sub-counties.

Vision

To be the most efficient Water and Sewerage Service Provider in East Africa

Mission

To provide sufficient high-quality water and efficient sewerage services in the most cost-effective way

that exceed our customers' expectations.

Core values

The core values of the Company are:

- Customer focus

- Innovativeness

- Integrity

- Team work

- Excellence

lv
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Directors

The Directors who served the entity during the yearlperiod were as follows:

Name

1. Anderson Kasiwa

2. Gerald Mwambire

3. Barka AIi

4. Anthony Chutta

5. Thurea Tora

6. Loice Wanje

7. Maureen Obunga

8. Ken Kazungu

9. Ben Kai

10. Felix Charo

Corporate Secretary

Mwangi and Mrvaura Advocates

Kipro Centre,

6th Floor, Westlands

P.O. Box 26513-00504

Nairobi, KENYA

Registered Office

Malindi Water and Sewerage Co. Ltd

Water Road,

Next to County Assernbly of Kilifi

P.O. Box 410-80200

Malindi, KENYA.

Position

- Chairperson

-lr4anaging Director

-Member

-Member

-Member

-Member

-Member

-Member

-Member

-Member

Apnointment Date

Appointed on 5th March2}lg.

Appointed on I 
st July 2018

Appointed on 5th March 2019

Appointed on 5th March2019

Appointed on 5th March2Ol9

Appointed on 5th March2}lg

Appointed on 5th March 2019

Appointed on lst June 2019

Reappointed on 5th March2}lg

Reappointed on 5th March2Ol9
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Corporate Headqua rters

Malindi Water and Seu,erage Co. Ltd

Water Road,

Next to County Assembly of Kilifi

P.O. Box 410-80200

Malindi, KENYA.

Corporate Contacts

Telephone: (254) 4231037

E-mail : info@mal indirvater.co.ke

Website: www.malindiwater.co.ke

Corporate Bankers

l. Kenya Commercial Bank
P. O. Box 9- 80200
Malindi, Kenya.

Equity Bank Lirnited
P. O, Box 1800-80200
Malindi, Kenya.

Post Bank of Kenya
P. O. Box
Malindi, Kenya.

Independent Auditors

Auditor General

The Office of the Auditor General

Anniversary Towers, University Way

P.O. Box 30084

GPO 00100

Nairobi, Kenya

2

J

vr



Malindi Water and Seu'erage Company Limited
Annual Reports and Financial Statements
For the year ended June 30 ,2021

Principal Legal Advisers

l. The Attomey General

State Law Office

Harambee Avenue

P.O. Box 40112

City Square 00200

Nairobi, Kenya
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II. THE BOARD OF DIRECTORS

I

Director Anderson Kasirva, Chairperson of the board of directors

was bom on l't April 1974.He was appointed on 5n March 2019.

He has vast experience in the Hospitality Industry having worked

in different capacities. He holds a Bachelors' Degree in Arts from

University of Nairobi. He represents Business Community in the

board ofdirectors.

2

Mr Gerald Mwambire was bom on 13th August 1972. He was

appointed the Managing Director in 2018. He holds a Bachelors'

degree in Commerce from Kenyatta University

3

Director Barka AIi, Chairperson Finance and planning, was born

on24th December 1972. She has a Diploma in County

Governance and Management from Kenya College of

Accountants University (KCA University). She represents

Women Group in the board of directors

vlll
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The Board of Directors (Continued)

:

Director Felix Ngumbao Charo, member Finance and Planning

Committee and Human Resource and Administration Cornmittee

was bom on 2l st January 1971 . He holds a Bachelors' degree in

Arts majoring on religion and a Diploma in Theology. He

represents the Residents Association in the board of directors

5

Director Anthony Kadenge Chutta, member Audit and Risk

Management Committee was born on l9th November 1956. He

is a graduate from Shanzu Teachers College as an educationist

and an administrator. He represents Professionals in the board of

directors

6

Director Thurea Simai Tora, Chairperson Audit and Risk

Management Committee, was born on 9th January 1986. She

holds a Diploma in Banking and Computer Operations. She

represents Women Organization in the board of directors

1X

4.
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The Board of Directors (Continued)

7

Director Loice Nyavula Wanje, Chairperson Human Resource

and Administration Committee member was born on 3rd

September 1986. She holds a Bachelors' Degree in Business

Management. She represents Youth in the board of directors

8

Director Maureen Awour Obunga, Member Human Resource and

Administration Committee member. She was born on lTth

August 1982. She is a Certified Public Accountant with vast

knowledge in the Hospitality Industry. She represents Hotel

Industry in the board of directors.

9

Director Ben Kaiwas born in November 1973. He is the County

Government of Kilifi Chief Officer Finance. Appointed as a

director in October 2010. He holds a Bachelors' Degree in

Commerce and a Certified Public Accountant. He represents

County Government of Kilifi Finance Department in the board of

directors
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The Board of Directors (Continued)

10

Director Ken Kazungu was bom on 26e December 1978. He is

the County Govemment of Kilifi Chief Officer for Roads,

Transport and Public Works. He is also the Acting Chief Officer

for Water and Sanitation. He holds a degree in Planning and

Environment Management and a masters' degree in Project

Planning and Management. He rvas appointed as a Director on 1't

June 2019. He represents the County Govemment of Kilifi Water

and Irrigation Department in the board of directors

lt.

Caroline Gladwell, Advocate of the high Court, Secretary to the

Board of Directors. She was appointed in March 2019. She is also

a Certified Public Secretary (CS) and a member of the lnstitute of

Arbitrators. She also holds a Masters in Business Administration,

Strategic Option
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III. I\{ANAGEMENTTEA]\{

Mr Gerald Mwambire is the Managing Director. He holds a Bachelors'

degree in Commerce from Kenyatta University

Engineer Isaac Chibule is the Technical Manager. He holds a BSc degree

in Water Engineering from Kenyatta University and a Masters' degree in

Project Planning and Management at the University ofNairobi. He is also

the Technical Services Manager

Mr Seilh Baya is the Finance Manager. He holds a Bachelors' degree in

Business Administration; he is a Certified Public Accountant CPA. (K)

and a Certified Public Secretary CPS

Mrs Fella Nawiri is the Human Resource Manager. She holds a Bachelors'

degree in Business Administration (HRM) Human Resource.

Mr Kingstone Mulewa is the lnternal Audit Manager. He holds a degree

in Business Management. He is a Certified Public Accountant

t\

Vellasco Ndaro is the Commercial Manager. He holds Bachelor of
Business Management and a Master of Arts in Project Planning and

Management. He is a registered full Member of the Kenya Institute of
Management

Caroline Gladwell, Advocate of the high Court, Secretary to the Board of
Directors. She was appointed in March 201 9. She is also a Certified Public

Secretary (CS) and a member ofthe Institute of Arbitrators. She also holds

a Masters' degree in Business Administration, Strategic Option
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IV. CHAIRMAN'SSTATEMENT

Company Overview

Malindi Water and Sewerage Company Limited continued to register remarkable progress in its pursuit

to serve the people in its area of mandate. In the year under review, significant progress was realised

in the increase in network coverage and customer base.

Financial Performance

The total turnover increased compared to the previous year, attributable to the increase in coverage of

the area under jurisdiction. In addition, there was a marked increase in the production and distribution

of water levels compared to the last financial year.

Partners Support

The Company has continued working closely with development partners in the pursuit to realize its

strategic plan. These include the World Bank, Water Services Trust Fund, the County Govemment of

Kilifi and CDF. This partnership has resulted in the improvement of Water and Sanitation Services in

both Malindi and Magarini which are within our areas ofjurisdiction.

Looking forward

During the financial year, the unrelenting support received from the County Government of Kilifi

enabled the Company increase its service area in a tremendous way. We appreciate and look forward

to continued support in this.

Board of Directors

wa
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V. REPORT OF THE CHIEF EXECUTIVE OFFICER

OVERALL PERFORMANCE OF THE COMPANY AND ECONOMIC OUTLOOK

There was an improved service provision in the first half of the financial year upto January 2020.The

emergence of the COVID-19 pandemic from Febraury 2020 upto the year end created unprecedented

instability in the in the Company. The Management faced difficulties in balancing business continuity

provision of free water as directed by the government and sustainability in the long run. The last quarter

difficult trading environment affected the target performance compared to the previous year.

During the financial year, the Company under took a corporate social responsibility by supplying water

to mitigate against the effect of the Covid-19 pandemic. The Company supplied over 15,000 m3 of

water at a cost of Kshs 2,1 1 0,000

MAJOR WATER ANTD SANITATION PROJECTS UNDERTAKEN BY THE COMPANY

During the year, the Company continued with network improvement. Goods under the Water and

Sanitation Development Project were received including pipes and fittings, motor vehicles and

motorcl'cles that amounted to Kshs 217,882,770.

The county govemment continued undertaking small scale projects rnostly in Magarini sub county on

rvater accessibility. In the quest to improve sanitation services the company did a proposal to

LTNILEVER u'hich was approved for funding. ln the second half of the year most efforts were directed

to mitigating the effects of Covid-l9 rdrich included provision of free accessible water personnel

management in the wake of the directives issued by ministry of health. Advocacy by the company to

various stakeholders was key in mobilization of funds to cater service delivery.

COMPANY'S STRATEGIC PLAN

The Company embarked on implementation of the Strategic plan which spans for five years starting

from 2019 to2024. The plan embraces the aspirations of the County Government of Kilifi on its vision

for provision of clean water and sanitation services the people of Kilifi county.

xlv
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REPORT OF THE CHIEF EXECUTIVE OFFICER (continued)

CHALLENGES

The Company is currently faced with a bleak future in provision of its mandate. The Covidl9 pandemic

has completely wiped out the gains in the tourism sector which is a significant revenue contributor to

the company. The provision of free water as directed by the government with no coresponding

revenues to cover the cost will put the company in more debt. Managing staff under the pandemic is

fundamental for continued service provision. The staff have to work in shifts leading to reduced

Performance and with protective gear increasing the costs of service. The company was due to a tariff

review to match the ever escalating costs but with the current scenario it's not feasible accomplish that.

The scenarios being put up by experts indicate the pandemic will not last long, this might be a wakeup

call to relook at future operations in the water sector .The future might be too bright after all

Gerald Mwambire

Managing Director

xv
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VI. STATEMENT OF PERFOI\{ANCE AGAINST PREDETERN{INED OBJECTIVES FOR

FY 2020t2021

Malindi Water and Serverage Company Limited has strategic pillars and objectives rvithin its strategic
plan for the FY 2019 to 2023. The strategic pillars are as follows:

L Strategic Pillarl: Financial perspective

2. Strategic Pillar2: Customer Perspective

3. Strategic Pillar3: Internal (process) perspective

4. Strategic Pillar4: Leaming and growth perspective

The Company develops its annual rvork plans based on the above four pillars. Assessment of the
Board's performance against its annual work plan is done on a quarterly basis. The Company achieved
its performance targets set for the FY 202012021 period for its four strategic pillars, as indicated in the
diagram belorv:

Review of Strateeic Obiective Performance for the vear 2020 2021

Strategic Pillar Objective Key Performance
Indicators

Activities Achievements

Financial perspective Increase length
of pipeline frorr
l2l3km to 1273
krn

Increased pipeline Network
intensification
within Malindi
Township

Pipeline
cornpleted

Customer
Perspective

Maintain the
hours of supply
to 22 lrs per day

Supply u,ater above 22
hours per day

Purnping done
for22 hours per
day

Maintained at
22 hours per
day

Internal (process)
perspective

Fortify and
internalize
Organizational
capacity and
process

Develop 3No. policies Present for
approval policies

3 Policies
presented for
approval

Learning and
gronth perspective

Capacity build
and develop
employee skills

Staff training Undeftake staff
training

Staff taken for
training in
various
relevant
training
institutions

xvl
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VU. CORPORATE GOVERNANCE STATBMENT

The board of directors for Malindi Water and Seu,erage Company Limited is committed to good

corporate govemance and has adopted corporate governance practices that are in line rvith the

principles and standards set out under the code of Corporate Governance for state corporations and

guidelines from the Water Services Regulator Board.

Board meetings held and the attendance to those meetings by members

The board of directors' meeting calendar rvas set at the start of the financial year. The directors commit

to attend meetings regularly and participate effectively. During the year, the directors' held 4

subcommittee meetings and 4 full board meetings. Allthe directors attended the meetings as scheduled

except for the two directors seconded from the County Government of Kilifi who could not attend all

the rneetings due to unavoidable circurnstances.

Succession plan

AII the non-executive directors are appointed for an initial tenn of 3 years. The board implements the

term lirnit in line rvith the articles of Association and the board charter. A set of three board members

resign on conipletion of the three year term at an Annual General Meeting so at to ensure continuity of

board members and achieve a succession plan for good governance. The board maintains the required

skills matrix in the succession plan. The current directors were appointed on 5th March 2019 for a

period of3 years.

Board charter

The board of directors has clear roles, porvers, duties and functions as set out in the board manual which

includes the board charter. The directors review the board charter every three years.

Appointment and removal of directors

All the non-executive directors in the board represent a stakeholder group as provided in the articles of

association and the directors' appointment guidelines by the Water and Sanitation Regulator. The

appointment is conducted by a joint nomination committee constituted by the Water and Irrigation

Chief Executive Cabinet Member of the County government of Kilifi. The appointments are ratified

during an AGM.

xvll
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CORPORATE GOVBRNANCE STATEI\{ENT (Continued)

Roles and functions of the Board

The role of the Board of Directors is to determine the Company's policy and strategy, to monitor the

attainment of company objectives and ensure that the company meets its obligations to its customers,

stakeholders and shareholders. The Board is also responsible for overseeing the company's internal

control systems designed to safeguard the company's assets and to ensure the reliability of the financial

information provided by the company. The Board has 3 committees namely:

(a) Finance and Administration Committee

(b) Audit Committee.

(c) Human Resource Committee

Induction and training

All the new directors appointed undergo a detailed induction programme in line rvith the Company's

board charter. The aim of the induction is to enable the new director be effective in the roles. 'fhe

directors also have a continuous training program that is meant to impact them with current knowledge

as is necessary in dispensing their dulies as directors.

Board and member performance

The board commission's board evaluation and perfonnance audit exercise to identify any gaps and

potentialways of closing those gaps. The board evah.ration are conducted in each firrancialyear by an

external consultant.

Conflict of interest

The Company is committed to the highest standards of integrity, behaviour and ethics in dealing with

all its stakeholders. Allboard mernbers and management and employees are expected to avoid activities

that and financial interests that could undermine the interest of the Company. Any director with an

actual or potential conflict of interest in relation to a matter before the board is required to disclose

such interest and to recuse himself or herself from the discussions relating to the matter in question.

xvlil
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CORPORATE GOVERNANCE STATEN{ENT (Continued)

Board remuneration

The board has put in place a board remuneration policy in the appointment letters for each director

which guides on the benefits and remuneration enjoyed by each members for services rendered during

the financial year. The remuneration for the directors is adopted from the state guidelines on payment

of directors and the ability to pay by the Company.

I
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VIII. MANAGEMENT DISCUSSION AND ANALYSIS

a) Operational and financial performance of the organisation

i) Number of Consumer Accounts Billed

The number of consumer accounts continued to increase steadily largely attributable to the new

pipelines provided by the minor works improvement.

Total Number of Consunter Accounts

ii) Water Production and Billing Efficiency

There was a decrease in water production and sales in the financial year under review compared to the

previous year. The non-revenue water loss reduced compared to the last financial year as a result of
concerted efforts by the management. The Corlpany has partnered rvith other development Agencies

to improve on the loss.

Water Production. Billed and Billine Efficienc),

Month/Period
Water Production Water Sales Billing Efficiency Unaccounted

Total m3 m3 % %
'I'otal2020 2021 4.947,007 4,288,625 88% 12Yo

Total 2019 2020 5.687,450 4,786.513 84% 16%

Month/ Period

Accounts On Supply New
Connections
Paid For

Total A,/C

Off Supply

Active
A/Cs Ofl
Supply

Terminated.
Off Supply

Total A,/c'sActual
Readinp

Estimated
R eadirrq

Total Billed

(t) (2) (3)=(1)+(2) (4) (5) (6)=(5)-(7)
(7)

cumulative
(8):

(3)+(6)+(7)
AVG FY 2O2O-21 21,620 2,736 24,356 204 I 1,132 8,2'1'1 2,855 35,487

AVG FY 2OI9-20 21,197 2,303 23,500 146 10,t93 '1,547 2,646 33,693
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Management discussion and analysis (continued)

iii) Revenue and Collection Efficiency

There rvas a decrease in total billing and collection efficiency in the current financial year compared to

last year. The management has formed a revenue collection unit and is expected to improve the

efficiency even more from the arrears.

Revenue Collection and Collection Efficiency

b) Key Projects ongoing

The Company is implementing the Water and Sanitation Development Project financed by the

International Development Association through the Ministry of Water and Irrigation. The main

objective of the project is to improve Water Supply and Sanitation Services in Malindi Water Supply

area. Detailed projects being implemented are shown in Appendix II on Projects being implemented

by the Company.

c) Cornpliance with statutory and other financial obligations

i) Service Provision Agreement

The Company operates under a Service Provision Agreement with the Coast Water Services Board

which approved by the regulator. The renewal process for the service provision agreement for the

period July 2019 to June 2024 is underway and is expected to be completed in the first quarter of the

2021122 financial year.

Month,/Period
BILLING (KShs) COLLECTION (KShs)

Effic'y
Water Sale

Ir4eter

Rent
Misc. Net total

Billine
Average
Tarifflm3

Water sale Misc. Total

FY 2020 202t 31,311,185 I 5,379,100 9,135,7'70 55,826,055 86 88,958,750 9,135,'770 98,094,520 88%

FY 2019 2020 21,'t97 .446 I 4,903,6s0 9,51'7,250 46,218,346 86 93,869,376 8,5 88,750 402,4s8,126 90"A

xxl
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Management discussion and analysis (continued)

ii) Tariff Regime

The Company operates a tariff regulated and gazelted by Water and Sanitation Regulatory Board which

is gazetted foroperation for a specified period. The current tariff was renewed in October 2017 for a

period of3 years.

d) Major risks facing the organisation

i) Non cost recovery tariff

The Company is currently operating using the reviewed tariff. The management is focused on clearing

the back log on supplier payments as well as operate at an optimal current level. This may delay the

gains intended to be achieved in the new tariff.

ii) Negative working cash-flow

The Company operated on a negative cash flow for the period under review which made it difficult to

meet obligations as they fall due. The largest creditor remained CWWDA for the supply of bulk water.

The management is currently having a focus on increasing the working cash flow by vigorously

increasing revenue collection and increasing customer base by venturing in areas that were previously

under served.

iii) Closure of major custorners in the operation area

The Company relies heavily on major customers who include the Hotels in generating revenues to cross

subsidise the lower income customers. With the closure of the major hotels, the revenue streams have

reduced forcing the management to review the tariff model in order to sustain the financial operations

in the Company. The major hotels are now subdividing the units to sell them off to individuals as

domestic apartments hence moving from commercial enterprises to domestic tariff band.

xxll
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Management discussion and anall,sis (continued)

e) Material arrears in statutory and other financial obligations

i) Outstanding staff pension obligation

The Company is lagging behind in remitting staff pension contributions as a result of the period it

operated on a non-cost recovery tariff. The Management has entered into an instalment payment plan

with the CPF in order to recover the period it did not remit in full.

ii) Outstanding supplier payments

The Company is facing difficulties in fully servicing of the arrears in the bulk water supply due to the

non-cost recovery tariff in place. The Company has a memorandum of understanding on the arrears as

the case is across all the rvater services providers in Coast Region under the Coast Water Services

Board.

0 Review of the economy and the sector

The Company's supply area has been adversely affected by the Covid-I9 pandemic that has caused

loss ofjobs rvhich in tum affect the ability to pay for services. 'fhe Cornpany has been faced with an

increase in demand for water services and an inadequate supply infrastructure. It is hoped that with the

completion of the Water and Sanitation Developrnent Project, there will be a remarkable increase in

rvater and sanitation services to the resideuts of Malindi and its environs.

xxlll
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IX. ENVIRONMENTAL AND SUSTAINABILITY RBPORTING

Malindi Water and Sewerage Company exists to transfonn lives. The Company's mission is to provide

sufficient high-quality water and efficient sewerage services in the most cost-effective way that exceed

our customers' expectations. To deliver the above, the company has developed four pillars that are

driving force in everything we do. Below is a brief highlight of our achievements in each pillar

(i) Sustainability strategy and profile

The Company has partnered with development agencies to improve on the service delivery in the

under-served areas. To increase the financial sustainability, the partnership is meant to increase the

water coverage hence increase revenue base in the area ofoperation.

(ii) Environmentalperformance

The Company obtained funding frorn the world-bank under the Water and Sanitation Development

Program. The funding is for use in construction of 10 ablution block and 2 decentralized treatment

facility in various pa(s of the service area. The Company is desirous of maintain a clean environment

in its operation.

(iii) Employee welfare

Malindi Water and Sewerage Company is an equal oppoftunity employer. The Conrpany encourages

women to apply for vacant positions in all areas and does not discriminate against any group. The

Company has a reward and penalty system and complies with the Occupational Safety and Health Act

of 2007 in keep safe with the welfare of the staff.

(iv) Market place practices-

The Company regularly conducts customer and stakeholder forums that ensure inclusivity and

consultatively in its undertaking. All major projects are undertaken once the stakeholders have been

consulted. The Company has an anti-comrption policy in place and does not condone acts of corruption

in its trading.
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(v) Community Engagernents-

The Company has a Company Social Responsibility Policy which ensures it gives back to the society.

The Company delivers free water to community establishments like schools and hospitals to ensure

there is a positive impact in the society.
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X. REPORT OF THE DIRECTORS

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

June 30,2021 which show the state of the Malindi Water and Sewerage Company Limited's affairs.

i) Principal activities
The principal activities of the entity are the Supply of Water to the Residents of Malindi and Magarini

sub-counties.

ii) Results
The results of the entity for the year ended June 30, 2021 are set out on page l. The results show a net

profit of KSh 9,244,975.00

iii) Dividends

The Directors do not recommend the payment of dividends for the financial year 2020n1.

iv) Directors

The members ofthe Board of Directors who served during the year are shown on page iii. In accordance

with Regulation of the Memorandum and Articles of Association of the Company, three directors

resign after three years and are eligiblc for reappointment. No director resigned in the current year as

they are serving their first term of three years in oflice.

v) Auditors

The Auditor General is responsible for the statutory audit of the Company in accordance with Article

229 of the Constitution of Kenya and the Public Audit Act 2015.

By Order of the Board

Wangari

Corporate Secretary

Malindi

Date:
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XI. STATEMENTOFDIRECTORS'RESPONSIBILITIES

The Public Finance Management Act,2012 and the State Corporations Act, require the Directors to

prepare financial statements in respect of Malindi Water and Serverage Company Ltd, which give a

true and fair view of the state of affairs of Malindi Water and Seu,erage Company Ltd at the end of the

financial year ended 30 June 2021 and the operating results of Malindi Water and Sewerage Company

for year ended 30 June 2021. The Directors are also required to ensure that Malindi Water and

Sewerage Company Ltd keeps proper accounting records which disclose ra,ith reasonable accuracy the

financial position of Malindi Water and Sewerage Company Ltd. The Directors are also responsible

for safeguarding the assets of the Company.

The Directors are responsible for the preparation and presentation of Malindi Water and Sewerage

Company's financial statements, which give a true and fair vierv of the state of affairs of the Company

for and as at the end of the financial year ended on June 30,2021. 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 tirne the financial position of the entity; (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, u,hether due to error or fraud;

(iv) safeguarding the assets of the Company; (v) selecting and applying appropriate accounting

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

The Directors accept responsibility for MAWASCO'S financial statements, rvhich have been prepared

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

in conformity with Intemational Financial Reporting Standards (IFRS), and in the manner required by

the PFM Act and the State Corporations Act. The Directors are of the opinion that MAWASCO'S

financial statements give a true and fair view of the state of its transactions during the financial year

ended June 30, 2021, and of the financial position as at that date. The Directors further confirm the

completeness of the accounting records maintained for MAWASCO, which have been relied upon in

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

control.
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STATEMENT OF DIRECTORS' RESPONSIBILITIES (Continued)

Nothing has come to the attention of the Directors to indicate that MAWASCO will not remain a going

concern for at least the next twelve months from the date of this statement. The Directors note that the

Company reported a negative working cash flow as a result of the non-cost recovery tarifT. A new tariff

was put in place in October 2017 with the main creditor agreeing to extend the repayment period.

Approval of the financial statements

The Company's financial statements were approved by the Board on 28 September 2021 and signed

on its behalf by:

U

Name

Chairperson of the Board/

Signature

Name

Managing Director
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REPUBLIC OF KENYA

OFFICE OF THE AUDITOR.GENERAL

E nhanc i ng Accountabil ity

HEADqUARTERS
Anniversary Towers

Monrovia Street
P.O. Box 3oo84-ootoo

NAIROBI

REPORT OF THE AUDITOR.GENERAL ON MALINDI WATER AND SEWERAGE
COMPANY LIMITED FOR THE YEAR ENDED 30 JUNE, 2021

PREAMBLE

I draw your attention to the contents of my report which is in three parts:

A. Report on the Financial Statements that considers whether the financial statements
are fairly presented in accordance with the applicable financial reporting framework,
accounting standards and the relevant laws and regulations that have a direct effect
on the financial statements.

B. Report on LaMulness and Effectiveness in Use of Public Resources which considers
compliance with applicable Iaws, regulations, policies, gazette notices, circulars,
guidelines and manuals and whether public resources are applied in a prudent,
efficient, economic, transparent and accountable manner to ensure Government
achieves value for money and that such funds are applied for intended purpose.

C. Report on Effectiveness of lnternal Controls, Risk Management and Governance
which considers how the entity has instituted checks and balances to guide internal
operations. This responds to the effectiveness of the governance structure, the risk
management environment, and the internal controls developed and implemented by
those charged with governance for orderly, efficient and effective operations of the
entity.

An unmodified opinion does not necessarily mean that an entity has complied with all
relevant laws and regulations, and that its internal controls, risk management and
governance systems are properly designed and were working effectively in the financial
year under review.

The three parts of the report are aimed at addressing the statutory roles and
responsibilities of the Auditor-General as provided by Article 229 of the Constitution, the
Public Finance Management Act, 2012 and the Public Audit Act, 2015. The three parts of
the report, when read together constitute the report of the Auditor-General.

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of Malindi Water and Sewerage
Company Limited set out on pages 1 to 53, which comprise of the statement of financial
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position as at 30 June, 2021, and the statement of profit or loss and other comprehensive
income, statement of changes in equity, statement of cash flows and statement of
comparison of budget and actual amounts for the year then ended, and a summary of
significant accounting policies and other explanatory information in accordance with the
provisions of Article 229 of the Constitution of Kenya and Section 35 of the Public Audit
Act, 2015. 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.

!n my opinion, except for the effects of the matter described in the Basis for Qualified
Opinion section of my report, the financial statements present fairty, in all material
respects, the financial position of the Malindi Water and Sewerage Company Limited as
at 30 June, 2021 and of its financial performance and its cash flows for the year then
ended, in accordance with International Financial Reporting Standards (IFRS) and
comply with the Companies Act, 2015, Water Act, 2016 and the Public Finance
Management Act, 2012-

Basis for Qualified Opinion

Unreconciled Refundable Customer Deposits

The statement of financial position and as disclosed in Note 34 to the financialstatements,
reflects customer deposits balance of Kshs.56,717,564. However, supporting records
provided for audit review indicated related bank balance of Kshs.172,9g1 as at
30 June, 2021, resulting to unreconciled and unexplained variance of Kshs.56,544,568.

ln the circumstances, the accuracy and completeness of the customer deposits balance
of Kshs.56,717,564 could not be confirmed.

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of the Malindi Water and Sewerage Company
Limited Management in accordance with ISSAI 130 on Code of Ethics. I have fulfilled
other ethical responsibilities in accordance with the ISSAI and in accordance with other
ethical requirements applicable to performing audits of financial statements in Kenya. I

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

Emphasis of Matter

Material Uncertainty Related to Going Concern

During the year under review, the Company reported a net profit of Kshs.9,244,975 (2020:
Loss of Kshs.45,646,359), resulting in a cumulative retained deficit of Kshs.3g5,1g5,OgO
as at 30 June, 2021 (Kshs.404,440,666 201912020). Further, the current liabilities of
Kshs.798,512,907 exceeded the current assets balance of Kshs.444,688,056, resulting
in a negative working capital of Kshs.353,824,851 (Kshs.379,595,026201912020), an
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indication that the Company may be experiencing financial difficulties in settling financial
obligations as and when they may fall due.

The existence of the above material uncertainty casts significant doubt on the Company's
ability to continue as a going concern. The financial statements have been prepared on
a going concern basis on the assumption that the Company will continue to receive
financial support from the County Government of Kilifi, its creditors and bankers.
However, this material uncertainty in relation to going concern and any mitigating
measures put in place by the Company to reverse the undesirable financial position have
not been disclosed in the financial statements.

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. There were no key audit matters to
report in the year under review.

Other Matter

1. Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects revenue final budget
and actual collections on comparable basis of Kshs.996,252,351 and Kshs.742,619,923
respectively, resulting to a revenue shortfall of Kshs.253,632,428 or 25o/o of the budget.
Similarly, the Company expended Kshs.794,393,565 against an approved budget of
Kshs.996,252,351, resulting to an under-expenditure of Kshs.201 ,858,786 or 20o/o of the
budget.

The revenue shortfall and under-expenditure had negative impact on the planned goals
and objectives of the Company.

2. Unresolved Prior Year Matters

Various prior year audit issues remained unresolved. Management has not provided
reasons for the delay in resolving the prior year audit issues. Further, the unresolved prior
year issues are not disclosed under the progress on follow up of auditor's
recommendations section of the financial statements as required by the Public Sector
Accounting Standards Board.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the matters described in the Basis for Conclusion on LaMulness
and Effectiveness in Use of Public Resources section of my report, I confirm that, nothing
else has come to my attention to cause me to believe that public resources have not been
applied laMully and in an effective way.
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Basis for Conclusion

1. Trade and Other Payables

The statement of financial position and as disclosed in Note 32 to the financialstatements
reflects trade and other payables balance of Kshs.662,202,655, out of which an amount
of Kshs.587,812,801 relates to long outstanding creditors that were over 180 days old.
This is contrary to provisions of Section 13.1 of the Malindi Water and Sewerage
Company Limited Accounting and Finance Procedures and Policies Manual, 2015 which
provides that, all liabilities are reviewed on a monthly basis to ensure the Company is
able to honor its obligations as and when they fall due.

ln the circumstance, Management was in breach of the law

2. Application of Unauthorized Tariffs

During the year under audit review, the Company did not have a current approved tariff
structure from the Water Services Regulatory Board, contrary to Rule 32(2) of the Water
Services Regulatory Rules, 2012,which require that all licenses to contain the period in
which such tariffs may be adjusted at least once in every three years. lnformation
available shows that the Company used the approved tariff structures for the period
201712018 to 201 912020. The Management application for a review and approval of new
tariffs had not been acted on as of January,2022.

ln the circumstance, Management was in breach of the law.

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

comply with ethical requirements and plan and perform the audit to obtain assurance
about whether the activities, financial transactions and information reflected in the
financial statements are in compliance, in all material respects, with the authorities that
govern them. I believe that the audit evidence I have obtained is sufficient and appropriate
to provide a basis for my conclusion.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

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

Basis for Conclusion

Over-Commitment of Staff Salaries

The statement of profit or loss and other comprehensive income reflects administrative
costs of Kshs.346,381,673 as disclosed under Note 11 to the financial statements.
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lncluded in this amount are staff costs of Kshs.195,109,166 paid to two hundred and four
(204) employees both in Management, unionisable and temporary employees. Review of
the net salaries and other staff dues revealed that officers committed their salaries beyond
twothirds (213) of their basic salaries, contrary to Section C.1 (3) of the Public Service
Commission Human Resources Policies and Procedures Manual, May 2016.

ln the circumstance, Management was in breach of the law.

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

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

As required by the Kenyan Companies Act, 20151 report based on the 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 my audit;

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

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

Responsibilities of Management and Board of Directors

The Management is responsible for the preparation and fair presentation of these
financial statements in accordance with !nternational Financial Reporting Standards and
for maintaining effective internal controls as the 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
controls, risk management and overall governance.

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

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

ln addition to the responsibility for the preparation and presentation of the financial
statements described above, Management is also responsible for ensuring that the
activities, financial transactions and information reflected in the financial statements are
in compliance with the authorities which govern them, and that public resources are
applied in an effective way.
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The Board of Directors is responsible for overseeing the Company's financial reporting
process, reviewing the effectiveness of how Management monitors compliance with
relevant legislative and regulatory requirements, ensuring that effective processes and
systems are in place to address key roles and responsibilities in relation to governance
and risk management, and ensuring the adequacy and effectiveness of the control
environment.

Aud itor-General's Responsibilities for the Aud it

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

In addition to the audit of the financial statements, a compliance audit is planned and
performed to express a conclusion about whether, in all material respects, the activities,
financial transactions and information reflected in the financial statements are in
compliance with the authorities that govern them and that public resources are applied in
an effective way, in accordance with the provisions of Article 229(6) of the Constitution
and submit the audit report in compliance with Article 229(7) of the Constitution.

Further, in planning and performing the audit of the financial statements and audit of
compliance, I consider internal control in order to give an assurance on the effectiveness
of internal controls, risk management and overall governance processes and systems in
accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 2015 and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of
the internal control would not necessarily disclose all matters in the internal control that
might be material weaknesses under the lSSAIs. A material weakness is a condition in
which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements caused by error or fraud in
amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions.

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

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

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

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

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

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

I communicate with Management regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in
internal control that are identified during the audit.

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

CPA CBS
AUDITOR.GENERAL

Nairobi

19 September,2022
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I. STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME FOR

THE YEAR ENDED 30 JUNE 2021.

Note 2020-20?,1 201.9-2020
KShs KShs

REVENUES
Revenue 6 446,690,285 436,701,096
Cost ofsales 7 (141,824,391-) (\37,807,268)
Gross Profit 304,865,894 298,893,828

In-Kind Contributions 8 3,474,480 4,703,400
Other Income 9 9,t35,770 9,577,250
Grants Received 10 95,672,104
TOTAL REVENUES 413,O28,249 313,114,478

OPERATING EXPENSES

Administration Costs 1i 346,381.,673 3t1.,268,t99
Armotization of Intangible Assets L2 675,582 675,582
Depreciation of fixed Assets 13 56,726,0t8 46,877,056
Finance Costs t4
TOTAL OPERATING EXPENSES 403,783,273 358,760,837

PROFIT/(LOSS) BEFORE TAXATION 15 9,244,975 (45,646,359)

TNCOME TAX EXPENSE/[CREDIT)

PROFIT/(LOSS) AFTER TAXATION 9,244,975 (45,646,3591

OTHER COMPREHENSIVE INCOME
Fair value through comprehensive income
Surplus on revaluation of PPE

TOTAL COMPREHENSIVE INCOME FOR THE YEAR 9,244,975 (45,646,3591

Earnings per share-basic and diluted t6

Dividend per share L7
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II. STATEMENT OF FINANCIAL POSITION AS AT 30 JUNE 2021

were approved by the Board on 0o\ 2021 and signed on its behalf

F inance

Name: Gerald Mwambire Name: Seith Kalume

ICPAK M/NO: 10436

Namc:

\

lJoard

Kasirva

2

20t9 -2020Note 2020 - 2021
KShs KShs

ASSETS
Non-Current Assets

I.458.993 2.134.575Intaneible assets l8
l9 518.614.957 515.948.124Property. plant and equipment
20 174,366,321Works In Progress

sr8.082.699Total Non-Current Assets 694.440,271

Current Assets
2t 75,947,470 36,307,754Inventories

245.283. r r 6Trade and other receivables 22 303,0 r4,s50
5.000.000 5,000,000Share Capital Receivable 23

24 8.443,600 8,443,600Customer Deposit Receivable
25 52.282.436 I 8, I 02,328Bank and cash balances

313.136.798Total Current Assets 444,688,056
r.r39.r28.326 831.219.497Total Assets

EOUITY AND LIABILITIES
Caoital and Reserves

26 5.000.000 5,000,000Ordinary share capital
2l (39s. r e5,690) (404.440,666)Retained earnings

26.t28.959Proiect Grant Fund 28 26,t28,959
39.534.996 39.534.996Capital Reserve Fund 29

30 447.264.384 447,264.384Revaluation Reserve
122,732,649 113,487,675Capital and Reserves

Non-Current Liabilities
3r 217,882,770 25,000,000WSDP Loan Balance at beginning of the year

Current Liabilities
32 662.202.655 555.247.049Trade and other payables
JJProvision for leave pay

49.362.364Customer Deposit 34 56,7 t7,564
35 79.s92.688 88.t22.41tRetirement benefi t obl igations

692.73t.824798,512,907Total Current Liabilities
A rsr.zrg.+sgTOTAL EOUITY AND LIABILITIES 1.139,128,326

t
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lII. S'IATENIIiNT OF- CIIr\NGES IN EQUI'IY FOR TIII| YtiAIt ENDIID 30 JUNII 2021

l'ir rticu la rs
Ordinary share

canita I

l{cvrtluution
Itcscllc

('allital Rcscrvc
I;rrntl

Itclairrcrl carlrings l o(aI

.\t.luh' l,2019 5.000,000 J.17.2(r{,ltlJ t9.53J.996 (J58,7e4,J07) I1J,005,07J

Nct [-oss lror'l hc Ycar (45.(r46.-159 ) ( .15. (r,l(r.-.i 5() )

[{cr lluirtion (iairr

At June J0, 2020 5.000.000 .1.17,26{,t8.1 J9,5J1,996 ({0-1,-l-l(},(r6(r ) 87,J58,7 r.l

..\t.lrrlv 1,2020 5,000.000 JJ7,26.t,381 t9.5Jt.996 (J(){.{{(1.{r66 ) tt7.l5n.7 r 4

Nct l.trss Iror I hc Ycar 9.2+.1.e75 9.2.1-1.975

I{cr aluation (iain

.\t .lurrc 10. 202 I 5,000,000 J.I7.2(rJ,llll 19,53J,99(r (395,195,(r90) 9(r.(r( l.l.(r9( )

J
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I\'. STATEN{ENT OF CASII FI,O\\'S FOR TIIE YEATT ENDED 30 JUNE 2O2I

2020 - 2021 2019 - 2020

CASI{ FLO\\'S FRO\I OI'EIIA'IING ACTI\IITIES
Note

KShs KSlts

Cash generated from/(used in) operations
34 75.056.s08 ( r0,722.390)

Net cash geuerated from/(used in) operating actirities
75.0s6.s08 ( 10,722,390)

CASII FI-O\\JS FRO\{ IN\lESTING ACTIVITIES
Purchase of properly, plant and equipmerrt

l9 (-59,392.8-s0) (13.294;749)

Purchase of Intangible assets
18

(-539.1.12)

\\1ork in Progress
20 (r74.366.32r)

\et cash generatcd from/(used in) investing activities (233.7s9.17r) (r3.833.89r)

C,\SII I.'LO\\IS FIIO\I [-INA\C-I\(; ACl'IvI'tIES
Increase /(Decrease) in project grant resell'e

\VSDP Loan
31 192,882.770 25"000.000

Net cash generated from/(used in) financing activities
192,882,770 25,000,000

INCREASE/(DECREASE) IN CASII AND CASTI
EQLIIYALENTS 3.1.180.107 143,719

C,\STI AND CASII EQTII\/AI-ENTS AT BEGINNING
OF-tIIE YEAII r 8.102.328 17.658.609

cASIL{ND CASIr IiQtiIVALENTS AT END Ol'TI'IE
YEAR 25 52,282,,135.37 r 8.102.328

I
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V. S'tA'l'ENlliNl'OIr CONIP.,\RISON OI,- BUI)CET AND:\C'l'UAl, AMOUN'I'S IrOR'l'IIIt PElllOD ItNI)l'll) 30 JUNIT 2021

()rigrnrl llrrrlg.ct Acljustnrcnts I:rrral []Lrtlecl Ac(rral on t'onrparison
I 
tcr Iirrnrartcc
[ ) r l'l'r'rcncc

"r) {)l ulrlrsirtion

2():0-l0l I l0l{)-10: I 2020-2021 :010-lt)l I 202()-202 I 2020-2021
Kslts Kshs K shs Kslrs Kshs

I{c," r'nttcs

\\/atcr Salc and lvlctcr rcnl
-l I ().75 ( t.t 89 30.207.062
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N{alindi Watcr and Sovcragc Companv Linritctl
Annual Ilcports and Fiu:rncial Statcmcnts
l'or the vcar cncled .Itrnc 30, 2021

Explanation to the variance

a) Revenues

Tlre Company did not meet its expected reverlues by 25% as a result of clelays in budget revenues in the Water and Sanitation Developmcnt

project and the Transfomr Unilever Project clisbursernent. The reduced donatiorr in kind is as a result of retired stalf who wcre being paid for

in kind by the County Govenunent of Kilifl.

b) Expcnditurc

The Company reduced the expenditure to the budget alnount as a result of not receiving grants mouies as had been budgcted Ibr.
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Nlalindi \\'ater and Seuerage Contpanr' [,inritcd
Annual Reports and Financial Sta(cnrents
For the vear ended June 30, 2021

VI. NOTES TO THE FINANCIAT, STATE]\IEN'IS

l. General Information

Malindi Water and Sewerage Compauy is established by and derives its authority and accountability

from Water Act 2002. The entity is rvholly owned by the County Govemurent of Kilifi and is

dorniciled in Ken1,a. The entity's principal actirity is the Supplyof Waterand Sanitation Sen,ices

to the Residents of Malindi and Magarini sub-counties.

For Kenyan Companies Act reporting purposes, the balance sheet is represented by the statement

of financial positior"r and the profit and loss accouut br, the statelnent of profit or loss and other

cornprehensive income in these financial statelnents.

2. Statement of Compliance and Basis of Preparation

The financial statements have been prc'pared ou a historical cost lrasis except for the t'ueasuretneut

at re-valued atnounts of certain items of property, plant and equiprnent, marketable securities and

financial instrurnents at fair value, irnpaired assets at their estiurated recoverable amounts and

actuarially detemrilred liabilities at their preseut value. The preparation of financial statetnents iu

confbmriry u,ith hrtenrational Financial Reporting Standards (IFRS) allorvs the use of estimates aud

assurnptions. [t also requires nlallagenlellt to exercise juclgeuretrt iu the process of applying the

entitli's accounting policies. The areas iuvolving a higher degree of judgement or complexity, or

where assumptions and estiurates are significant to the financial statemellts, are disclosed in the

financiaI statement notes.

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

functional aud repofting cunency of the Conrpany'.

The financial stateurents have been prepared in accordance rvith the PFM Act, the State

Corpomtions Act and lntemational Financial Reporring Standards (IFRS). The accounting policies

adopted have been consistently applied to all the years presented.

1
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Malindi Watcr ancl Serrcrage Companl'Linrited
r\unual Rcports :rnd liinancial Statcnrents
Iior thc ycar cnrlcd June 30, 2021

'I'itlc Dcscription liffcctivc I)atc

IFRS 7- Financial

Instrument Disclclsures

IFRS 7 "Financial Instnunellts: Disclosures" requires disclosure of

infonnation about the si-unificance of finaucial instruments to an entity,

and the nature and extent of risks arising frour those llnancial

instruments, both in qualitative and cluantitative temrs. Specific

disclosures are required in relation to transf'erred financial assets and a

number of othcr uratters.

The amendnleuts are efl'ectivc lbr annual

pcriocls bcginning ou or alier January l,

2020. Earlicr application is pennittecl.

IFRS l6- Leases IFRS 16 specifies how to recognize, rneasure, present and disclose

leases. The stanclard provides a single lessee accountin-r-I rnodel,

requiriug the recognition of assets and liabilities fbr all leases, unlcss the

lease temr is l2 months or less or the undcrlying asset has a low value.

Lessor accounting however remains largely unchanged fronr IAS l7 and

the distinction bclwecn operating and financc leases is retained.

'fhe amenclmcllts are ef-fcctive firr auuuaI

periods beginning on or aftcr .f anuary l,

2020. Earlicr application is pcrnrittctl.

'Ihe Directors have assessed the applicable standards ancl arnenclurents. Based on their assesslneut of impact o1'application o1'the abovc.

they do uot expect tltat there will be a significant iurpact on thc company's {lnancial stateulents.
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Malindi Watcr aud Sovcragc Company Limitcd
Annual Rcports and liinancial Statements
I.or thc vear cndcd Junc 30, 2021

NOTES TO TIIE lilNANCIz\L S]'A'I'EMENTS (Continued)

Application of Neu' :rnd [i,cviscd Intcrnational Fin:rncial Rcporting Standlrds (II.RS)
ii. llcrv orrd untcrttlcd stundurds und interprctutirms in issuc but rrot 1'ct cffbctit,c in tlrc I'cor cndeil 30 ,Iune 202 l.

T'itlc Dcscri;ltion Iiffcctivc Datc

IASI-Presentationof

Financial Staternents

IAS I "Presentation of Financial Statements" scts out the overall

requirerneuts for financial statements, includiug how they shor"rld be

structured, the urinimuur requirements for their content and overricling

coucepts such as goiug concern, the accnral basis ofaccounting and the

cunrnt/non-culrcnt distinction. The standard requircs a courplete set of

llnancial statcllrcuts to conrllrisc a statcntct)t ol' linancial position, a

statement o1'profit or loss and other cornprehcnsive iucome, a stateurcnt

of changes iu equity and a statemcnt o1'cash florvs.

The arnendments are efl'ective lbr auuual

periods beginning on or alier January l.

2023. Earlier application is pcrmittecl.

IAS l2 - Income 'l'axes IAS 12, "Income Taxes" irnpleurents a so-called 'comprehensive

balance slteet mcthod' of accounting for iucorne taxes which recognizes

both the currellt tax consequences of transactions and cvents and the

future tax consequences of the future recovery or settlernent of the

carrying amount of an entity's assets and habilities. Differences betr.veen

the carrying alnount and tax base of assets and liabilities, and carried

forward tax losses and credits, are recognized, with lirnited cxceptions,

as def'en'ed tax liabilities or deferrcd tax assets, with thc latter also being

subject to a 'probable profits' test.

Earlicr application is pcnnittcd. Thc

atneudureuts arc e f-fective {br aunual

reporting periods bcginning on or alter

Jarruary l,2023. Early adoption is

pennitted.

l0





tllalintli *atcr and Soveragc Company Limitecl
Annual Rcports and Financial Statcments
For thc vcar encletl Junc 30, 2021

'l'itlc Dcscriptiorr Iilfbctivc l)ate

IAS l6 - Propefiy, Plant

and Equiprneut

IAS l6 "Propefty, Plant and Equiprncnt" outlir-rcs the accountiug

treatlnent fbr rnost types of property, plant and equiprucnt. Property,

plant and equiprnent is initially rneasurccl at its cost, subsequently

lneasured either using a cost or revaluation modcl, or depreciated so that

its deprcciable amount is allocatcd on a systenratic basis over its useful

lif'e.

The amcudrnents are eff-ectivc f,or aunual

periods beginning on or after January l,

2022. F.arly application is pcrmittccl.

IAS 37 Provisions.

Contingcnt Liabilitics and

Contingent Assets

IAS 37 "Provisions, Contingent Liabilities and Contiugent Assets"

outliues the accouuting lor provisious (liabilities of uucertain tiurin-u or

amount). together with contingent asscts (possible assets) and

contingertt liabilities (possible obligations and prescnt obligations that

are uot probable or llot reliably ureasurable ).

'l'hc aureudrnents arc ellbctivc lbr annual

pcriocls bcginning on or afier .lanuary 1.

2022. Rarly application is pcrnritted.

IAS 41 - Agriculture IAS 4l "Agriculture" sets out the accountin-r1 for agricultural activity -
the transfbrmation of biological assets (living plants and aniruals) into

agricultural produce (harvested product of the entity's biologicalasscts).

The staudard generally requires biological assets to be measured at fair

value less costs to sell.

J'lte amenchnents are cfl'ective lbr annual

periods beginning on or after January l.

2022. Early application is pemrittcd.

IFRS I - First-tirne

Adoption of lntenrational

Financial Ileporting

Standards

IFRS I "First-time Adoption of hrtenrational Financial Reporting

Staudards" sets ollt the procedures that an entity rnust follow when it

adopts IFRS for the first time as the basis for preparing its general

purpose financial statements. The IFRS grants limited exemptions frou-r

the general requirement to cornply with each IFRS effective at the end

of its first IFRS reporting period.

'lhe arnendments are effcctive for amrual

periods beginning on or alter January l,

2022. Early application is pennittcd.

t1



Nlalindi Watcr and Sovcrirgc Companv l,inritcd
.,\rtnual Rcports artd l.inancial Statcments
ltor thc vcar cnded June 30, 202 1

'Iitle I)cscription Effective Datc

IFRS 3 - Business

Cornbinations

IFRS 3 "Business Combinatious" outlines the accountiug whcn an

acquirer obtains control of a business (e.g. an acquisitiou or nrerger).

Suclr busincss courbiuations are accounled for using tlrc 'acquisition

method', rvhich generally recluires assets acquired and liabilities

assur.ned to be measured at their fair values at the acquisition date.

The arncndrnents arc cf fective for amual

periods begiruring on or alier .lanuary l,

2022. Early application is pennittcd if an

entity also applies all other updatcd

rel'erences (published togethcr with thc

updated Concepttral Franrework) at thc

same time or carlier.

IFRS I7

Coutracts

Insurance IFRS l7 establishcs the principles for thc recognition. mcasurerllerlt,

presentation and disclosure of insurance contracts within the scope of

the standard. The objective of IFRS 17 is to ellsure that an entity

provides relevant infonnation that laithfully represents those contracts.

This infonuation gives a basis for users of financial statements to assess

the effect that insurance contracts have on the entity's financial position,

financial perfonnance and cash flows.

The IASB tentatively decidcd 1o clcl'er

the effective date of IFRS 17, Insurance

Contracts to arurual periods begiruting on

or after January l, 2022. [The IASB has

also publishcd 'Extcnsion o[' the

Ternporary Exemption from Applying

IFRS 9 (Anrendrnents to IFRS 4)' to

defer the fixed expiry date of the

amendment also to annual periods

begiruring on or after January 1,2023.1

The Directors do not plan to apply any of the above until they become efl'ective. Bascd on their assessrilent of the potential irnpact of

application of the above, they do not expect that there will be a significant impact on the compauy's fir-rancial statements.

iii. Early uloption of standsrds

The entity did not early - adopt any new or arnended standards in year 202012021

l2



N{alindi \\'ater and Serrerage Conrpany Linrited
Annual Reports and Financial Statenrents
For the vear ended June 30,2021

NOI-ES TO TI{E FIN,\NCIAL ST,\TENIEN'tS (Contirrues)

1. Summary of Significant Accounting Policies

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

out below:

a) Revenue recognition

Revenue is measured based on the consideration to which the Company expects to be entitled

in a contract with a custolner and excludes amounts collected on behalf of third pafties. The

Company recognizes revenue rvhen it tmnsfers control of a product or serice to a customer.

i) Revenue from the sale of goods and services is recognized in the year in rvhich the

Company delivers products to the customer, the custorner has accepted the products and

collectability of the related receivables is reasonably assured.

ii) Grants from National Government are recognized in the year in which the Cornpany

acrually receives such -{rants. Recurrent grants are recognized in the statemeut of

cornprehensive income. Developmer,t/capital grants are reco-enized in the stateurent of

financial position and realised in the statement of courprehensive ittcoure or.'er the useful

life of the assets that has been acquired using such funds.

iii) Finance income comprises interest receivable from bank deposits aud iuvesturent in

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

interest rate method.

ir,) Dividend income is recognised in the income statement in the year in rvhich the riglrt to

receive the payment is established.

v) Rental income is recognised in the incoure stateulent as it accrues using the effective

interest implicit in lease agreernents.

vi) Other income is recognised as it accrues.

l3



Nlalindi \\'ater and Seu erage Conrpartv I-irnitcd
Annual Reports and Financial Statemeuts
For the lear ended June 30,2021
NOTES TO THE FINANCIAI- SI'A]'ElIENl'S (Continued)

Summarl, of Significant Accounting Policies

lr) In-kindcontributions

In-kind contributions are donations that are made to the Company iu the fonn of actual goods

and/or services rather than in uloney or cash tenns, These donations rnay include vehicles,

equipurent or personnel sen'ices. Where the financial value received for in-kind contributions

can be reliably detemrined, the Company includes such value in the staternent of cotnprehensive

income both as revenue and as au experlse in equal and opposite anlounts; otherw'ise, the

contribution is not recorded.

c) Property, plant and equipment

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

depreciation and irripaimrent losses.

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

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

depreciatior-r and irnpaimrent losses. Where re-lneasurelllent at re-r,alued aurouttts is desired, all

items in an asset category are re-r,alued tlrrough periodic valuations carried out by independent

extemal rraluers.

Increases in the carrying anlounts of assets arising f'rom re-valuation are credited to other

comprehensive income. Decreases that offset previous iucreases in the carrying amouttt of the

saule asset are char-eed against the revaluation resere account; all other decreases are cltarged

to profit or loss in the incorlre stateurent. Cains and losses on disposal of itetrrs of property,

plant and equipment are detennined by comparing the proceeds frotn the disposal r,vitlt the net

carrying alnount of the items, and are recognised in profit or loss in tlte income statemellt.

l-+





I\{alindi \\1ater and Seuerage Conrpanl' [-inrited
Annual Reports and Financial Statcnrcnts
For the 1'ear ende{ June 30,2021
NOTES TO TIIE FINANCIAL S'I',\'IEI\IENTS (Continued)

Summarl, of Significant Accounting Policies

d) Depreciation and impairment of propertl', plant and equipment

Freehold land and capital rvork in progress are uot depreciated. Capital u'ork in progress relates

mainly to the costs of ongoing but incomplete u,orks on buildings and other civil rvorks and

installatious.

Depreciation ou propefiy, plant and equipment is recognised in the iucoure staterrent on a

strai-qht-line basis to write dou,n the cost of each asset or the re-valued amouut to its residual

value over its estirnated useful life. The annual rates in use are:

Freehold Land

Buildings and civil u,orks

Plant and machinery

Motor vehicles, including rnotor cycles

Computers and related equipment

Office equipment, fumiture and fittings

Nil

25 years or the unexpired lease period

12.5 years

4 years

3 years

12.5 years

A full i,ssp's depreciation charge is recognised both in the l ear ofasset purchase and in the 1,ear

ofasset disposal.

Itenrs of property, plant and equipment are revieu'ed amrually for impainnent. Wliere the

carrying anloullt of an asset is assessed as greater than its estimated recorrerable antount, an

impaiment loss is recognised so that the asset is written down imurediately to its estitnated

recoverable amount.
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Nlalindi \\/ater and Seu erage Companv Limited
Annual Reports and Financial Statements

!911!ele4 qnded June 30, 2021

NOTES TO TIIE FINANCIAL STA-IEIIENTS (Continued)

Summary of Significant Accounting Policies

e) Intangible assets

Intangible assets u,ith finite useful lives that are acquired separately are carried at cost less

accumulated arnoftization and accumulated impaimrent losses. Aurorlization is recognized on

a straight-line basis over their estimated useful lives . The estimated useful life and aruortization

method are revierved at the end of each reportin,e period, rvith the effect of any changes iu

estimate being accounted for on a prospective basis. Intan-gible assets with indefinite useful

lives that are acquired separately are carried at cost less accumulated irnpaimrent losses.

0 Amortisation and impairment of intangible assets

Arnortisation is calculated on the straight-line basis over the estimated useful life of the

intangible asset. All intangible assets are revien ed annually for impainnent. Where the carryin-q

anlount of arl intangible asset is assessed as greater than its estimated recoverable anlount, an

impaimrent loss is recognised so that the asset is written dow'n immediately to its estimated

recorrerable anlourlt.

g) Investment property

Investment properly, which is properly held to eam rentals and/or for capital appreciatior-r

(including plopefty under construction for such purposes), is measured initially at cost,

including transaction costs. Subsequent to initial recognition, investnrent property is measured

at fair value. Gains or losses arising from changes in the fair value of investment property are

included in profit or loss in the period in which they arise. An investment property is

derecognized upon disposal or wheu the investurellt propefty is pennanently withdrawn frorn

use and no future economic benefits are expected froni the disposal. Any gair-r or loss arising

on derecognition oIthe property (calculated as the difference betu,een the net disposal proceeds

and the carrying amount of the asset) is included in profit or loss in the period in rvhich the

property is derecognized.
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1\{alindi \\'ater and Sen erage Companl' I-imited
Annual Reports and Financial Statenrerrts
For the 1'ear ended June 30, 2021

NOTES TO TI{E FINANCIAL STA'I'ENIENTS (Continued)

Summary of Significant Accounting Policies

h) Right of Use Asset

The right-of-use assets colnprise the initial ureasurelllent of the corresponding lease liability,

lease paynents made at or before the comlnerlcelllent day, less any lease incentives received

and any initial direct costs. They are subsequently measured at cost less accumulated

depreciation and impainnent losses. Whenever the entity incurs an obligation for costs to

disurantle and rernove a leased asset, restore the site on which it is located or restore the

underlying asset to the condition required by the temrs and conditions of the lease, a provision

is recognized and measured under IAS 37. 'Io the extent that the costs relate to a right-of-use

asset, the costs are included in the related right-of-use asset, unless those costs are incurred to

produce inventories. Riglrt-of-use assets are depreciated over the shofter period of lease tenn

and useful life of the underlying asset. If a lease transf'ers ou,nership of the underlyin-e asset

or the cost of the right-of-use asset reflects that the entity erpects to exercise a purchase

option, the related right-of-use asset is depreciated over the useful life of the underlying asset.

The depreciation starts at the comrneucement date of the lease. 'ilre right-of-use assets are

presented as a separate line in the consolidated statement of financial position.

i) Fixed interest investments (bonds)

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

(CBK) long-temr infrastructure bonds and other corporate bonds rvith the intention of eaming

interest income upon the bond's disposal or maturity. Fixed interest investurerlts are freely

traded at the Nairobi Securities Exchange. Tlie bonds are rneasured at fair value through profit

or loss.

j) Quoted investments

Quoted investments are classified as non-currerlt assets and comprise marketable securities

traded freely at tlie Nairobi Securities Exclmnge or other regional and intemational securities

exchanges. Quoted investrnents are stated at fair value.

t1



I Nlalindi \\'ater and Sen'erage Conrpanl' [-inrited
,\nnual Reports and Financial Statements
For the vear ended June 30,2021
NOTES TO THE FINANCIAL STATEI\{ENTS (Continued)

Summary of Significant Accounting Policies

k) Unquotedinvestments

Unquoted investments stated at cost under non-current assets, and comprise equity shares held

in other Govemment orvned or controlled entities that are not quoted in the Securities

Exchange.

l) Inventories

Inventories are stated at the lower of cost and net realizable value. Cost cornprises direct

materials and, where applicable, direct labour costs and those overheads that have been

incurred in bringing the inventories to their present location and condition. Cost is calculated

using the u,eighted average cost rnethod. Net realizable value represents the estimated selling

price less all estimated costs of cor-npletion and costs to be incurred in marketing, selling and

distribution.

m) Trade and other receivables

Trade and other receivables are recognised at fair values less allowances for any uncollectible

amounts. Tliese are assessed for iurpaimrent on a continuing basis. An estimate is made of

doubtful receivatrles based on a revierv of all outstanding amounts at the year end. Bad debts

are written off after all efforts at recovery have been exhausted.

18



r, I\Ialindi \\later and Seuerage Contpaul' [.inrited
Annual Reports and Financial Statetueuts
For the vear ended June 30, 202 1

NOTES TO THE FINANCIAL S'IATEIIENTS (Continued)

Summary of Significant Accounting Policies

n) Taxation

i) Current income tax

Current income tax assets and liabilities for the curreut period are rneasured at the alnount

expected to be recovered fi'om or paid to the taxation authorities. The tax rates and tax laws

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

reporting date in the area where the Entity operates and generates taxable incotne. Cureut

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

not iu the statenlent of financial perfonnauce.

Curent incoure tax assets and liabilities for the current period are rlleasured at the aurouttt

expected to be recovered from or paid to the taxation authorities. The tax rates and tax larvs

used to colllpute the amount are those that are enacted or substantively enacted, at the

reporling date in the area rvhere tlie Entity operates and generates taxable iucome.

Managelneut periodically evaluates positions taken in the tax retums with respect to

situations in u,ltich applicable tax regulations are subject to intetpretation and establishes

provisions rvhere appropriate.

o) Deferred tax

Deferred tax is provided using the liability method on tenlporary differences between the tax

bases of assets and liabilities and their canying arrounts for financial reporting purposes at

the reporting date.
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Nlalindi \\/ater and Seu crage Companl' I-intited
Annual Reports and Financial Statcnrents
For the vear ended June 30. 202 1

NOTES'tO THE FINANCIAL STATENIENTS (Continued)

Summary of Significant Accounting Policies

Deferred Tax

Deferred tax liabilities are recogllized for all taxable ternporary differences, except in respect

of taxable teulporary differences associated with inr,estmetrts in controlled entities,

associates and interests in joint veutures, when the tirning of the reversal of the teluporary

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

reverse iu the foreseeatrle fufure. Deferred tax assets are recognized for all deductible

telnporary differences, the carry fonvard of unused tax credits aud any uuused tax losses.

Deferred tax assets are recognized to the extent tliat it is probable that taxable profit rvill be

available against u,hich the deductible temporary dif'ferences, and tlie carry forward of

unused tax credits and unused tax losses can be utilized, except in respect of deductible

tentporary differences associaled with investlnellts in coutrolled entities, associates and

interests in joint velltures, defened tax assets are recognized only to the extent that it is

probable that the ternporaly differences will reverse in the foreseeable future and taxable

profit will be availatrle against nhich the temporary diff'erences carl be utilized.

The car'rying antoullt of deferred tax assets is revierved at each reporling date and reduced

to the extent that it is no longer probable that sufficierlt taxable profit ivill be available to

allorv all or part of the cleferred tax asset to be utilized. Unrecognized deferred tax assets are

re-assessed at each reporting date and are recognized to the exteut that it ltas become

probable that future taxable profits will allou,the deferred tax asset to be recovered. Defemed

tax assets and liabilities are measured at the tax rates that are expected to apply iu the year

rvhen the asset is realized or the liability is settled, based on tax rates (and tax larvs) that have

been enacted or substantively enacted at the reporting date.

Deferred tax relating to items recognized outside surplus or deficit is recogtrized outside

surplus or deficit. Defered tax items are recognized in comelation to the underlying

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

enforceable right exists to set off cun'ent tax assets against cument inconte tax liabilities and

the defened taxes relate to the same taxable entity and the satue taxation authority.
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Annual Reports and Financial Statements
For the ar ended June 2021
NOTES TO THE FINANCIAL STATBN{ENTS (Continued)

Summary of Significant Accounting Policies

p) Borro*'ing costs

Borrowing costs directly attributable to the acquisitiou, construction or production of

qualifuing assets, which are assets that necessarily take a substantial period of time to get

ready fortheir intended use or sale, are added to the cost of those assets, until such time as

the assets are substantially ready for their intended use or sale. To the extent that variable

rate borowings are used to finance a qualifying asset and are hedged in an effective cash

florv hedge of interest rate risk, the effective poftion of the derivative is recognized in other

comprehensive income and reclassified to profit or loss rvhen the qualifyiug asset iurpacts

profit or loss. To the extent tliat fixed rate borrowings are used to finance a qualifying asset

and are hedged in an effective fair value hedge of interest rate risk, the capitalized borrowing

costs reflect the hedged interest rate. Investment income earned on the temporary iuvesturent

of specific borowings pending their expenditure on qualifying assets is deducted from the

borrowing costs eligible for capitalization. All other bon'owiug costs are recognized in profit

or loss in the period in rvhich they are incurred.

q) Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and cash at bank, short-tenn deposits on

call and highly liquid investments with ar-r original maturity of three months or less, which are

readily cor-rverlible to known anlounts of cash and are subject to insignificant risk of changes

in value. Bank account balances include alrounts held at the Central Bank of Keuya and at

various Commercial Banks at the end of the reporting period. For the puqloses of these

financial statemellts, cash and cash equivalents also include short temr cash imprests and

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

accounted for at the end ofthe financial year.

r) Borrowings

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

issue costs associated with the borrowing. Subsequently, these are llleasured at amortised cost

using the effective interest rate urethod. Arnortised cost is calculated by taking into account

any issue cost and any discount or prernium orl settlement. Finance charges, including

prerniums payable of settlement or redeurption are accounted for on accrual basis and are

added to the carrying amount of the instmrent to the extent that tliey are not settled in the
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Nlalindi \\'ater and Sencrage Conrpanv Linritcd
Annual Reports and Financial Sfatements
For the 1'ear ended June 30, 2021

period in u,hich they arise. Loan interest accruing during the construction of a project is

capitalised as paft ofthe cost ofthe project.

s) Trade and other payables

Trade and other payables are non-interest beadng and are carried at arnortised cost, rvhich is

measured at the fair value of contractual value of the consideration to be paid in future in

respect of goods and serrrices supplied, rvhetherbilled to the entity ornot, less any payments

made to the suppliers.

t) Retirement benefit obligations

The entity operates a defined contribution scherne for all full-time employees from January

1, 2009. The scherne is administered by County Pension Fund and is funded by cor-rtributions

from both the cornpany and its employees. The company also contributes to the statutory

National Social Security Fund (NSSF). Tliis is a defined contribution scheure registered under

the National Social Security Act. The company's obligation under the scheme is lirnited to

specific contributions legislated from time to time and is currently at 15% of Gross Salary per

employee per month.

u) Provision for staff leave pay

Emplol'ees' entitlements to annual leave are recognised as they accrue at the employees. A

provision is made for the estimated liability for annual leave at the reporling date.

v) Exchange rate differences

The accounting records are maintained in the functional curerlcy of the primary economic

environrnent in rvhich the entity operates, Kenya Shillings. Transactions in foreign currencies

during the year/period are translated into the functional cunellcy using the exchange rates

prevailing at tlie dates of the transactious or valuation rvhere items are re-measured. Any

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

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

foreign currencies are recognised in profit or loss.
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NOTES TO THE FINANCIAL STATENIENTS (Continued)

Summary of Significant Accounting Policies

n') Budget information

The original budget tbr FY 2020-2021\\/as approved by the Board of Directors on l5'h May

2020. Subsequent revisiorls or additional appropriatiolls were trtade to the approved budget in

accordance with specific approvals from the appropriate authorities. The additional

appropriatiorls are added to the original budget by the entity upon receiving the respective

approvals in order to conclude the final budget. Accordingly, tlte Courpany revised tlte budget

in January 2021 and obtained approvals from the directors on the 2020 - 202 I budget.

The Cornpany's budget is prepared on a diff'erent basis to the actual income and expenditure

disclosed in the financial statements. The financial statelnents are prepared on accrual basis

using a classification based on the nature of expenses in the staternent of finartcial

perfomrance, u,hereas the budget is prepared on a cash basis. The alllounts in the finar-rcial

statelnellts were recast frorn the accrual basis to the cash basis and reclassified by presentation

to be on the saure basis as the approved bud-eet. A cornparison of budget and actual atuounts,

prepared ol1 a coutparable basis to tlie appror.'ed budget, is then presented in the stateurent of

comparison of budget and actual alnounts. In addition to the Basis difference, adjusttnents to

allloullts in the finaucial statetnents are also made for differences in tlie fonlats atld

classification schernes adopted for tlie presentation of the financial statelllents and the

approved budget.

A statement to reconcile the actual arrourlts ol1 a colllparable basis included in the statement

of courparison of budget and acfual alnounts and the actuals as per the statelneut of financial

perfomrance has been presented under tlte section statemeltt of coutparison of budget and

actual antounts for the period ended 30 June 2021 of these financial statetnents rvhere

applicable.
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Annual Reports and Financial Statements
For the 1'ear ended June 30,2021
NOTES TO THE FINANCIAL STAI'ENIEN'IS (Continues)

a) Sen'iceconcessionarrangements

The Entity analyses all aspects of service concession arrallgellleuts that it enters into in detemrining

the appropriate accounting treatrnent and disclosure requirements. Iu particular, u,here a private

party contributes an asset to the arrangernent, the Entity recognizes that asset when, and only wltett,

it controls or regulates the serryices the operatol' n.rust provide together u'ith the asset, to whotn it

must provide thern. and at rn'hat price. In the case of assets other than 'u,hole-of-life' assets. it

controls, through ownership, beneficial entitlement or otherw'ise - any significant residual interest

in the asset at the end of the arrangernellt. Any assets so recognized are rneasured at tlieir fair value.

To the extent tliat an asset has been recognized, the Entity also recognizes a corresponding liability,

adjusted by a cash consideration paid or receit,ed.

b) Comparative figures

Where necessaly comparative figures for the previous financial year have been amended or

reconfigured to confomr to the required chauges in presentation.

c) Subsequent events

There lmve been no events subsequent to the financial year end u,ith a significant impact on tlte

financial statelnents for the year euded June 30, 202 1.

5. Significant Judgments and Sources of Estimation Uncertainty

The preparation of the Entity's financial statements in confomrity rvith IFRS requires

l.rlanagernent to make judgments, estimates and assumptions that affect the repofted amounts of

revellues, expellses! assets and liabilities, and the disclosure of contingeut liabilities, at the end of

the reporting period. Holever, uncertainty about tltese assutnptions and estimates could result irt

outcolnes that require a material adjustment to the canying alnoullt of the asset or liability

affected in furure periods.
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NO'IES TO TIIE FINANCIAL S'tA'tElILNI'S (Continues)

a) Estimates and assumptions

The key assun-rptions conceming the future and other key sources of estimation unceftainty at the

reporting date, that have a significant risk of causing a rnaterial adjustment to the carrying

alllounts of assets and liabilities u,ithin the next financial year. are described belorv. The Entity

based its assumptions and estimates on paralreters available when the financial statelnents were

prepared. Hou,ever, existing circumstances and assurnptions about future developments lnay

change due to market changes or circumstances arising beyond the control of the Entity. Suclt

chan-ees are reflected in the assumptions when they occur.

b) Useful lives and residual values

The useful lir,'es and residual values oIassets are assessed using the follou,ing indicators to infonu

potential future use and value fiom disposal:

o The condition of tlie asset based on the assessrnent of experts employed by the Entity

o The nature of the asset, its susceptibility and adaptability to changcs in technology and

processes

. The nature of the processes in which the asset is deployed

o Availability of funding to replace the assets

c) Provisions

Provisions were mised and management detennined an estimate based on the infonlation available.

Provisions are nleasured at the lnalla-qelneut's best estimate of the expenditure required to settle the

obligatior-r at the reporting date, and are discounted to present t,alue u,ltere the effect is material.
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Annual Reports and Financial Statements
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NOI'ES TO THE FINANCIAL STATEI\IENTS (Continues)

6. Revenue

7. Cost of Sales

8. In - Kind donation

2020-2021 2019-2020

KShs KShs

Water Sale 43r,3r1,185 421,19',7,446

I\{eter Rent r 5.379. I 00 14,903,650

{.16.690.285 ,136,701.096

2020-2021 20r9-2020
KShs KShs

Cost o1 Water I l,s,-588.6(r0 I11.20-1.76i

Cost of Electricity 5.387,984

Administrative I'ees to C\\zWDA 2,602,267 9.326..141

49i, WASREB Requlatorry Ler,v r 8,245,480 17,276,064

141.82-1.391 137.807.268

20:0-202 I 20t9-2{t20

KShs KShs

Secondeci Personnel -1..114.430 4.7()-3.4()0

3,,1 14,480 ,1.70-1..100

26



N{alindi \\/ater and Seu erage Com;ranv Limited
Annual Reports and l-inancial Statements
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NOTES TO TI{E t'INANCIAL STAl-ENIENTS (Corrtinued)

9. Nliscellaneous Income

I0. Grants Ileceived

2020-2021 2019-2020
KShs KShs

Miscellaneous receipts 9,1,35,770 9,51.7,250

9,L35,770 9,5L7,250

2020-2021 2019-2020
KShs KShs

Conditional Liquidity Support Grant 85,462,136
MAWASCO.UN I LEVER -TRANSFORM PROJ ECT 5,034,482

MAWASCO SMART METER PROIECT GRANT 5,115,486

95,612,1O4
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NOTES TO THE FIN.A.NCIAL STA'I'EN{tiNTS (Continued)

I l. Aclministration Costs

I I (a) Directors Enrolunrents

2024-2027 2019-2020
KShs KShs

Advertising, printing, stationery and photocopying 6,014,003 7,180,t93

Auditors' remunerati0n 700,000 644,828

Bank charges and conrmissions 448,543 395,5 70

Comrnunication services and supplies I,851.,922 8,941,662

Consultancy fees 5,242,852 1, 1 83,1 48

Corporate Social Responsibility 2,110,000 2,595,345

Directors' emoluments - Note 11 (a) 5,509,403 5,257,710

Electricity and water 2,278,845 2,661,060

Hospitality supplies and services 5,509,403 9,257,715

lnsurarrce costs r,499,89t 1,540,782

Legal fees 1,005,322 572,800

Occupational Safety & Health (OSH) 3 21,800

Office and general supplies and services 20,326,7 41 17 ,7 t3,t57
Repairs, Maintenance & Minor Works & Others 64,367,589 32,498,602

0ther operating expenses 10,970,023 8,82t,403

Provisior.r for bad and doubtful debts

Rent expenses 485,800 3 75,000

Staffcosts - note 11 (b) 195,109,t66 193,627,044

Staff training expenses 1,643,010 97 6,287

Transportation, travelling and subsistence 72,987,360 17,025,899

346,387,673 371,268,799

2020-2027 2019-2020

KShs KShs

Chairman's Honoraria 960,000 960,000

Directors enrolurl1ents 3,5 33,055 2,820,000

Other allowances 1,016,348 t,477,71,0

Total director enroluments 5,509,403 5,257,770

28
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NOTES TO THE FINANCIAL STA'IEN'IENTS (Continued)

I I (b) Staff costs

12. Amortization of Intangible Assets

-I'his 
refers to the purchase of the Accouuting softu,are and itnprovelneltt orl it

2020-2027 2019-2020

KShs KShs

Salaries and allowances of permanent employees ts9,328,251 759,329,840

Wages of temporary enrployees

Staff In-Patient and Out-Patient Medical Fund 14,889,506 13,360,601

Compulsory national social security schemes 48r,200 482,800

0ther pension contributions 76,940,7 09 17,062,803

Leave pay 3,4 69,500 3,391,000

195,109,766 193,6?7,044

The average number of employees at the end of the year

Pernranent employees - Management 7 7

Permanent employees - Unionizable 151 r52

Temporary and contract employees 46

20+ 206

IN'TANGIBLE ASSETS
2020-2021 2019-202A

KShs KShs

Cost
At Iuly 1 3,377,911 2,838,769
Additions 539,142
Disposals

Tra nsfers/ad j ustmen ts

At end ofyear - 30 June 3,377,91',t 3,377,9L1
Amortization
At July 1 1.,2+3,336 567,75+

Depreciation
Disposals

Impairnrent Ioss 675,582.20 675,582.20

Transfer/adiustrnents
At 30 fune 1,918,918 1,243,336
Net Book Value at f une 30 1,458,993 2,134,575
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NOTES TO TI{E FINA}iCIAL STATENIENTS (Continued)

13. Depreciation of Fixed Asscts

Detailed schedules on the fixed assets is found in note 19

I-1. [-iuancc costs

15. Operating profit/ (loss)

16. Earnings Per Share

The eamings per share is calculated by dividing the profit after tax by the average number of

ordinary shares in issue during the year. There u,ere uot dilutive or potentially dilutive ordinary

share as at the reporting date.

2020-202L ?ot9-20?o
KShs KShs

Depreciation

At July 1 1.t4,857,1.78 68,040,122

Charge for the year 56,726,018 46,8r7,056

Disposals

Impairnrent Ioss

At f une 30 771,583,796 774,857,178

2020-2021 20L9-?O20
KShs KShs

Interest expense on loans
Interest expense or-r bank overdrafts
Total

2020-2027 2019-2020
KShs KShs

The operating profit/(loss) is arrived at after charging/

Staffcosts (note 10b) 1 95,1 09,1 66 L93,627,044

Depreciation of propefty, plant and equipment 68,405,319 46,815,681

Amortization of intangible assets 675,582 675,582

Directors' emolunlents - fees 4,493,055 3,780,000

others 1,016,348 r,477 ,7 70

Auditors' remuneration - current year fees 700,000 644,828

Total 270,399,470 247,020,846

30
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NOTES TO THE FINANCIAL S'I'ATEN{ENT'S (Continued)

17. Diviclend Per Share

Proposed dividends are accouuted for as a separate componeut of equity until they have beeu

ratified and declared at the relevant Annual General Meeting (AGM). The Company did not

propose for any dividend in the financial year ended June 30, 2021.

l8.Intangible Assets

This refers to the purcliase of financial and accounting SAGE EVOLUTION software and its

programming costs.

INTANGIBLE ASSETS
2020-2021 ?079-2020

KShs KShs

Cost

At July 1 3,377,977 2,838,769

Additions 539,142

Disposals
'f ra nsfers/ad jr,rstmerr ts

At end ofyear - 30 fune 3,377,917 3,377,977
Anrortization
At fuly1 t,243,336 567,754

Amortization 675,582.20 675,582.20

Disposals

Inrpairment loss

Tra nsfer/ad j ustnlents

At 30 f une 7,974,918 1,243,336

Net Book Value at fune 30 7,458,993 2,734,575
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19. Properll,, Plirnt and Equipnrent

2020
Freehold Land,

Buildings and Civil
Works

Plant ancl
Machinery

Motor Vehicles,
Including Motor

cycles

Computers
& Relatcd
Iquipnrent

0ffice Equipment,
Furniture &

Fittings
Total

Shs Shs Shs Shs Slrs Slts

Cost

At 30 fune 2020 4L2,274,020 7t7,780,496 33,559,135 28,5(t5,162 44,626,090 630,805,303

Additions 560,212 37,394,268 14,[] 11,600 3,939,580 2,687,190 59,392,U50

Disposals

Tra nsfers/adiustments

Revaluation Rcserve

At end ofycar - 3O lune 2021 412,834,232 14.9,175,764 48,370,735 32,504,742 47,373,28O 690,198,153
Depreciation
At 30 lune 2020 12,715,t78 49,650,434 I 9,0 5 1,1t,0 19,r80,314 t4,260,09:l tt+,Bs7,t7tl
Depreciation 10,3 20,855.80 18,646,895 12,0c)2,684 9,75t,423 5,914,1Cr0 s6,726,O18
Disposals

Impairnrcnt

Transfer'/ad j ustlne nts

At 30 fune 2021 23,036,033 68,297,329 37,743,844 28,931,736 20,174,253 771,5U3,196
Net Book Value at fune 30 2021 3A9,798,199 40,477,834 77,226,892 3,573,00(t 27,139,O27 s18,614,957
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N{alindi \\'ater and Seu'erage Compan1' Limited
Annual Reports and Financial Starcnrents
For the ear ended June 2021
NOTES TO THE FINANCIAI, STATEI\{ENTS (Continueci)

20. Works in Progress

2020-202L 2019-20'.20
KShs KShs

WSDP Pipeline proiect 1,7 4,366,321
174,366,321

This refers to the construction of water infrastructure cumeut on uoing under the World Bank

Water arrd Sanitation Development Program (\\tSDP) u'hich is expected to be colnpl eteby 2022

21. Inventories

22.' l' r acle ancl Other Rcccir,ables

2020-202r 2019-?.O20
KShs KShs

Appurtenances spares 8,011,010 305,7 60

Buildine Materials 301.,209 L1,4,349

Cleaning and Sanitation materials 64,356 128,253
Cold Water Meters Accessories 10,962,589 1.1,,7 49,778

Conrputers cor-rsurnble parts 65,7 42 80,233

Motor vehicle spare parts 1,374,1.06 21.1.,999

0ffice Equiprnent 53,1.79 Bi3,168
Pipes and fittings 51.,596,328 21,029,287
Stationery and general stories 2,518,158 1,5 68,0 5 7

Tools and Equipment 493,495 201,,316

Uniform and Boots 25,603 17,827
Water Analysis Equipment 358,532 87,727
Kitchen Utilities 123,163

75,947,470 36,307,754

2020-202 I 20 I 9-2020

KShs KShs
-frade rcceir ables - note l2 (a) 30-1.014.-s,50 l45.2ti-j.l l6
Staff recei vabl es

Cross trade and other receivables -10-j,014,550 24s.283,r l6

Plor ision ftrr barl antl cloubtlirl rcceillbles

Net trade and other receivables 303.014,550 2J5.281.r r6
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Nlalindi \\'ater and Seu erage Company' Linrited
Annual Reports and Financial Statenrents
For the year ended June 30, 202 1

NOTES TO THE FIN,\NCIAL S'tA l'EXIENTS (Contirrued)

22 (a\ Tracle and Other Ileceivables

23. Ordinary Share Capital Receivable

2-4. Custonrer Deposit Receivable

These refer to custolner fixed deposit receivable before the inception of the Company. This is to be

refunded by Coast Water Works Develolrment Authority who rvere in-charge before the inception of

the Company.

2020-2021 2019-2020
KShs KShs

At June 30, the ageing analysis of the gross trade
receivables was as follows:
Less than 30 days 56,483,135 39,767,875

Between 30 and 60 days 1,9,1.60,9L4 24,7 46,224

Between 60 and 90 days 1,6,822,1.46 6,1,72,09t
Between 90 and 120 days 31,902,100 1.3,053,902

Over 120 days 1,78,646,255 161.,543,023
303,014,550 2,45,283,L16

2020-zozt 2019-2020
KShs KShs

Authorized:
5,000 ordinary shares of Kshs.1,000 par value eaclr 5,000,000 5,000,000

Unpaid:
5,000 ordinary shares of Kshs.1,000 par value eacli 5,000,000 5,000,000

zozo-2021 2019-2020
KShs KShs

Customer Deposit Receivable 8,443,600 8,443,600
8,443,600 8,443,600
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Nlalindi Water and Sen erage Companl' [.imited
Annual Reports and Financial Statcnrents
lior the ve:r r ended June 30. 2021

NOTES TO THE FINANCIAL S'I'ATENIENl'S (Confinued)

25. (a) Bank and Cash Balances

2020-2021 2079-2020
KShs KShs

Cash at bank 52,282,4.36 t8,t02,328
Cash ir.r hand

52,282,436 18,707.,328

See detailed cash and bank balances in note 25 [b)
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N{alindi \\'ater and Seu'erage Contpan}, [,intited
Annual Reports and Financial Statenrents
['or the vear ended June 30, 2021

h'OTES TO'IIIE FINANCIAL STA-fENIENTS (Continued)

26. Ordinarl' Share Capital

27. Retained Earnings

28. Project Grant Fund

29. Capital Reserve Fund

2020-202L 20L9-2020
KShs KShs

Authorised:
5,000 ordinary shares of Kshs.1,000 par value
each 5,000,000 5,000,000

Unpaid:
5,000 ordinary shares of Kshs.1,000 par value
each 5,000,000 5,000,000

2020-2027 2079-2020

KShs l(Shs

As at the Start ofthe Year ( +04,440,666) (358,794,307)

Net loss for the Year 9,244,975 (45,646,359)

Prior Year Adiustment

As at the End of the Year t395,195,691) (404,440,666)

2020-202L 20L9-20?O
KShs KShs

Proiects Reserve Fund 1.,863,7 40 1,863,7 40

wsTF- UBSUP-KIBOKONI PROIECT GRANT A/C. 24,265,21,9 24,265,21.9

?6,128,959 26,L28,959

2020-202L 2019-2020
KShs KShs

Capital Reserve fund 39,534,996 39,534,996
39,534,996 39,534,996
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NOTESTO THE FINANCIAL STATEI\IEN'[S (Continucd)

33. Provision for leave pa1'

34. Customer Deposit

35. Retirement Benefits Obligations

The Cornpany operates botli defined benefit scheme for staff employed before July 2013 and Defined

contribution scheme fcrr staff eruployed after July 201 3. The scheute is adniinistered by County Peusion

Fund and is funded by contributions from both the cornpany and its eurployees. The company also

contributes to the statutory National Social Security Fund (NSSF). This is a defined coutribution

scherne registered under the National Social Security Act. The coutpan\,'s obligation under the scheme

is lin:ited to specific contributions legislated frotn titne to time.

2020-2021 2019-2020
KShs KShs

Balance at the start ofthe year 2,000,133

Leave pay for the year 3,469,500 1.,390,867

Leave pay / Utilised during the year [3,469,500) t3,391,000)
Balance at the end ofthe year

2020-202L 2019-2020
KShs KShs

Balance at the start of the year 49,36?,364 43,9L4,O64

Deposits paid before the inception of the Company

Additional Deposit paid during the year 7,530,200 5,83 3,3 00

Customer Deposits refunded during the year [17s,000] [385,000)
Balance at the end of the year 56,7L7,564 49,362,364

2020-2021 2079-2020

KShs l(Shs

Balance at the start of the year 88,722,471 72,575,460

Additional Enrplover's and Enrployees' contributions 3t,1,01,,342 3t,321.,1t3

Benefit utilized during the year (39,63 i,065) (1,5,71,4,162)

Balance at the end ofthe vear 79,592,688 88,722,471

40



Nlalindi Water and Senerage Conrpanr,Limited
Annual Reports and Financial Statenrcnts
F-or the vear ended June 30, 2021

NOTES TO TIIE FINANCIAL STATENIENTS (Continued)

36. Notes to tlte Statement of Cash flots

37. Revaluation lleservc

The revaluation reserve relates to the revaluation of certain iterns of property, plant and

equiprnent. As indicated in the Staternent of Chanses in Equity, this is stated after trarmfer of

excess depreciation net of related deferred tax to retained earniugs. Revaluation surpluses are not

distributable.

38. Fair \/alue Adjustment Rcscrve

The fair value adjustment resen/e arises on the revaluation of available-for-sale financial assets,

principally the marketable securities. When a financial asset is sold, tlie portion of the resen/e

that relates to that asset is reduced from the fair value adjustment resen,e and is recognised in

profit or loss. Where a financial asset is impaired, the poftion of the reserve that relates to that

asset is recognised in profit or loss.

2020-2021 2079-2020

KShs KShs

Reconciliation of operating profi t/1 loss) to

cash generated fronr'i(used in) operations

Operating profi t,t( loss ) 9,244,975 (45,646,359)

Depreciatio n/Anrortization 675.5 E l 675.582

Depreciation 56.726.01 8 46.t( 17.056

Opcrating profit/(loss) heforc lorking capit:rl changcs 66,646,575 r,846,279

( Increase)/decrease in inr entories (39,639,7 t6) (28,089,838)

( Increase)/decrease in trade and other receir ables (57 ,7 31.,+34) (52,7 51,s53J

lncrease/(decrease) in trade and other pal ables 106,955,606 49,277,604

Increase/(decrease) in Retirenrent Benefi ts Obl igations lx S1(, 7ll I 15,606,951

lncrease/(decrease) in profits fronr Retained Eamings

I ncrease/( decrease) in Staff leave proi,isiort (2,000,133)

Increase/(decrease) in Custonrer Deposit - old

Increase,'(decrease) in Custonrer Deposit 7.35 5.200 5.-1.18.-l(X)

Cash gcncrated fronr/(uscd in) opcrations 75,056,508 ( 10.722.-190)

,11



N{alindi Water and Seu erage Conrpanv Limited
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NOI.ES TO THE FINANCIAT. S'IATENIENTS (Continued)

39. Retained Earnings

The retained eamings represent alnounts available for distribution to the eutitr,'s shareholders.

Undistributed retained eamings are utilised to finance the entity's business activities.

40. Related Party Disclosures

Government of Kenya

The Govemment of Kenya is the principal shareholder of Ihe erttiN, holding 100% of the

erilil1".s equity interest. The Govermrent of Kenya has provided full guarantees to all

long-tenn lenders of the entity, both domestic and extemal.

Other related parties include:

i) The Parent Ministry

ii) County Govemrnent of Kilifi

iii) Key management

iv) Board of directors

Transactions rvith related parties

:020-202 I l() I 9-2(120

Kshs hshs

a) Sales to rclatcd parties

Water sales to Covt. agencies 10.220.-3,10 |].{-35.67ti

Total I0.220.-i{0 12.{.r5.67tr

b) I'rrrclrrscs li'orrr rclatcrl partics

Cost olu'ater t41,,824,39L 1,37,807,268

'f otal 141,824,391 t37,807,268

b) Crants lionr the Covcrnrrrcnl

Crants fronr National Cor enrnrent e-s.6 l]. t0]

Donations in kirrd 3.4 14.180 .1.7()1.;10()

To(al 99.026.58{ {.7{)-1.{(X)

c) Kcr nrlnagenrcnl coml)cnsation

[)ircc(ors enrolunrcnts 5.509..{01 5.257.710

Conrpensation lo key rnanagc'nrent 1.190.-+( x) 2.290.400

'Iott 
I 7,799,80-1 7.5{8. I I 0
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l\{alindi \\/ater and Ses'erage Companl' I-imited
Annual Reports and Financial Statcments
For the vear ended June 30,2021

41. Capital Commitments

There were no capital commitrnents at the year- end for rvhich no provision has been made in

these financial staternents.

.12. Contingent Assets and Liabilities

In the opinion of the directors, no provision is required irr these financial statements as the

liabilities are rlol expected to crystallize.

43. Financial Risk l\{anagement

The errtity's activities expose it to a variety of financial risks including credit and liquidity risks

and effects of changes in foreigrr currency. The conrpany's overall risk mauagement progranrme

focuses on unpredictability of changes in the business enl,irorrnent and seeks to minimise the

potential adverse effect of sucli risks or-r its perfomlance by setting acceptable levels of risk. The

colnpany does not hedge any risks and has in place policies to ensure that credit is only extended

to custorners rvith an establislied credit history.

The contpanl,'s fiuaucial risk nranagenreut ob.iectives and policies are'detaile'd ['relow:
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Annual Reports and Financial Statements
For the vear ended June 30, 2021

NOTES TO THE FINANCIAL STATENIENTS (Continued)

(i) Credit risk

The eutity has exposure to credit risk. which is the risk that a counterparty u,ill be unable to pay

aurouuts in full when due. Credit risk arises from cash and cash equir;alents, and deposits rvith

banks, as rvell as trade and other receivables and available-fbr-sale financial iuvestntents.

I\4anagernent assesses the credit quality of each custorner, taking into account its financial

position, past experience and other factors. Individual risk limits are set based on intemal or

extemal assesslrent in accordance u'ith limits set by the directors. The amounts presented in

the statement of financial position are net of allowances for doubtful receivables, estiruated by

the corupan)/'s ulanagernent based on prior experience and their assesslueltt of the cllrrent

ecoll0lnlc ellVlr()rlrllent

Credit Risk (Continucd)

The customers under the fully perfomring category are paying their debts as they continue trading. The

credit risk associated rvith these receivables is minirnal and the allowance for uncollectible atnounts

that the compalty has recognised in the financial statements is considered adequate to cover auy

potentially irrecoverable amouuts.

The board of directors sets the company's credit policies and objectives and lays dou'n parameters

within which the various aspects of credit risk managelnellt are operated.

ii) Liquidity risk management

Ultimate responsibility for liquidity risk nlana-qenlent rests rvith the entity's directors. who have

built au appropriate liqLridity risk management framervork for the management of the entitl"s

short, medium and long-temr funding and liquidity managenreut requiremerlts. The entity

lnarlages liquidity risk tlu'ough continuous monitoring of forecasts and actual cash flows.
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The company's Finance Deparlment is respousible forthe del'elopment of detailed risk manageurent

policies (subject to review and approval by Audit and Risk Management Committee) and for the day

to day implementation of those policies.

There has been uo change to the entity's exposure to market risks or the nranner in rvhich it manages

and measures the risk.

a) Foreign currency risk

The entity has transactional currellcy exposures. Such exposure arises tlrrough purcliases of

goods and services tliat are done in currencies other than the local curency. Invoices

denominated in foreign currencies are paid after 30 days from the date of the invoice and

couversion at the time oIpayurent is done using the prevailing exchauge rate.

The entity lnallages foreign exchange risk for"m future commercial transactions and recognised

assets and liabilities by projecting for expected sales proceeds and matching the same rvith

expected payments.

b) Foreign currency sensitivity anall'sis

There was no eff'ect on the company's statemeut of cornpreheusive income on the sensitivity for

a reasonable possible change in the erchange rate orl the urain transaction cunencies, with all

other variables held constaut.
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NOTES TO THE FINANCIAL STATEI\{ENTS (Continued)

(iii) N{arket risk
'Ihe board has put in place an intemal audit function to assist it in assessing the risk faced by the entity

olt an ongoing basis, evaluate and test the design and effectiveness of its intemal accouuting and

operational controls.

Market risk is the risk adsing from changes in market prices, such as interest rate, equity prices and

foreign exchange rates uhich rvill affect the entitl,'s income or the value of its holding of financial

instruments. The objective of market risk managelnent is to manage and control ntarket risk exposures

within acceptable parameters. u,hile optirnising the retum. Overall responsibility for rnanaging market

risk rests'u,ith the Audit and Risk Management Committee.
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Annual lLeports and Financial Statenrents
For the vear ended June 30, 202 1

NOTES TO THE FINANCIAL STA'IE1\{ENTS (Continued)

c) Interest rate risk

Iuterest rate risk is the risk tlrat the entity's financialcondition nray be adversely affected as a result

of charrges in interest rate levels. TIre conrparrl''s interest rate risk arises fronr bank deposits. This

exposes the courpany to cash florv interest rate risk. The interest rate risk exposure arises rnaiuly

from interest rate movenrents or1 the conrpany's deposits.

1\Ianagement of interest rate risk

To manage the interest rate risk, mauagement has endeavoured to bank with institutions that

offer favouratrle interest rates.

ii) Sensitivity analy'sis

The entity analyses its iuterest rate exposure or1 a dynamic basis by conducting a sensitivity analysis.

This involves detemrining tlie impact on profit or loss of defiued rate shifts. Tlte sensitivity analysis

for interest rate risk assulnes that all other variables, in particular foreign exchange rates, renrain

constant. The analysis has been perfonned on the sarne basis as the prior year.

iii) Fair value of financial assets and liabilities

a) Financial instruments measured atfair value

Detemrination of fair value and fair values hierarchy

IFRS 7 specifies a hierarchy of valuation teclniques based on whether the inputs to those

valuation tecluriques are observable or unobseruable. Obsen able inputs reflect urarket data

obtained from independent sources; unobsen able inputs reflect the eulillt's market assumptions.

These two t),pes of inputs have created the following fair value hierarchy:

i) Level I - Quoted prices (unadjusted) in active markets for identical assets or liabilities.

This level includes listed equity securities and debt instruments on exchanges.

ii) Let,el2 - Iuputs other than quoted prices included within Level I that are obsen able

for the asset or liability, either directly (that is, as prices) or indirectly (that is, derived

from prices).

iii) Level 3 - inputs for the asset or liability that are not based on observable market data

(unobsen,able inputs). This level includes equity investments and debt instruments

with significant unobsenrable courponents. This hierarchy requires tlte use of
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NOTES TO THE FIN.{NCIAL STATI I\{ENI'S (Continued)

obserryable market data u'hen available. Tbe antit.t' considers relevant and observable market prices in

its valuations rvhere possible.

Financial instruments not tileasurcd at fair wlue

Disclosures of fair values of financial instmrents llot nleasured at fair value have not been made

because the canying arllounts are a reasonable approximation of their fair values.

ir,) Capital Risk Management

The objective of the entitr,'s capital risk management is to safeguard the Boarcl's abilitl to continue

as a going concern.

44. [ncorporation
The entity is incorporated in Kenya under the Kenyan Companies Act and is domiciled in

Kenya.

45. Events After The Reporting Period
'lhere were l1o material adjusting and nor-r- adjusting events after the reportin-e period.

46. Currency
The financial statements are presented iu Kenya Shillings (l(shs)
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APPENDICES

APPENDIX l: PROGRESS ON FOLLO\\/ UP OF AUDITOR RECONTN{ENDATIONS

Tlie following is the sulnltlary of issues raised by the extemal auditor, and management coltullents

that rvere provided to the auditor.

Ref
No

Issue / Obserryation Mana-eement Response Status Tiure frame

1.0 Presentation of
financial
staternents using
201812019
template

The managenleut confinns to
have complied rvith all the
provisions as required in the
preparatiorl and presentation of
the finaucial statements for the
firrarrcial year 2019120. A copy
of the financial statemellt is
hereby attached for
confimration.

Resolved Inurediately

2 Going-Concenr The manageruent
acknorvledges that the cun'ent
liabilities exceed the cun'ent
assets aud tlrat this is arl

indication of the Company
experiencing finaucial
difficulties in settling financial
obligations as and u,lten they
may fall due. The nlarla-tlelllent
considers this as a serious but
tentporary situation and it shall
be reversed over tiure as the

business envirorunent opeus up

Partially
resolved

Progressively in
the l"lext three
years 2020 - 2023

3.1 Ou,nership title
documents to
Propefiy, Plant aud
Equipment
Leased Assets

The managelnent undertook a

comprehensive assets

identification and valuation for
all assets under its jurisdiction
as at .lune 2019 and compiled ar-t

asset register. The Conrpany is

in the process of obtainin-e the
title docurneuts of the assets.

On-going By the
financial
2021122

end of
year

3.2
Lack of basis for
Property, Plant and
Equipment
Revah"ration of
Assets

'lhe nranagelnerlt contracted an

inclependent Valuer and has

since then included the values
ofthe assets based on the rcport
by thc independent Valuer. "l'he

Resolved Inuuediately
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Status lime fr-anteIlel'
I.J tt

Issue / Obseruation Management Response

rllarlageureut shall include a

comprehensive repoft in line
rvith the requirement of the
reporting standard on assets

revaluation u,hicli includes the

basis of the revaluation and the

carrying costs. The attached list
is reflective of the costs as at the

time of valuation.

The rnanagement confinned the

assets added in the financial
year as presented during the
audit to be rvorlh 13,622,721.
The list of the assets shall be

added to the uew asset register
as we await the production of
the asset register in line with the
booklet from the consultant
doing the assets register. Each
new asset has been included in
its own category as prescribed
in the Assets lnanagellrellt
circular.

Resolved Immediately-,.-1 New assets rlot
included in the
Property, Plant and
Equipnrent -Asset
Register.

Resolved Immediately3.4 Property, Plaut and
Equipment
Transf'er I
Adjustments

The Company confimrs that the
works u,ere satisfactorily done
intemally and tliat they were
done on behalf of Coast Water
Sen,ices Board. The
lnanagelllent shall constitute the

Inspection and Acceptance
committee to raise the
completion certifi cate.

4.1 Trade and Other
Receivables -Long
outstandirtg
receivables

The urana-eelnellt has put in
place a new unit called Debt
Recovery Uuit to assist in the

debt recovery. The unit has a

coucrete policy to deal with all
defaulters. The managelnent
uuder the policy is instituting
recoveries including taking the
def aulters to court for legal
recoveries.'['he manager.nent

considers the collection

On-going Pro-eressively

49



Nlalindi \\''ater and Sen'erage Companv Limited
Annual Reports and Financial Statements
For the ended June 30 2021

Status Time frameRef
No

Issue / Obsen,ation I\4anagernenl Response

efficiency of the currerlt billing
to be u'ithin optiulal levels and
is focused on the old debts.

Not yet resolved By end of
2021122 financial
year

Share Capital
receivables

5 The rnallagelrellt
acknowledges that the share

capital is still outstanding aud

that the subscribers are in the
process of making the payrnent
for the shares. The manageuent
shall continue reminding the

subscribers of the outstandiug
sharc capital pal,nreut

Customer Deposit
Receivables

The cus(ourer deposit
receivable refers to the deposits
nrade by the Customers before
the inception of the Company.
The rnanagelnent prepared the

schedule based on the number
of connections it took over and

the allou'able rate of customer
deposit payable then.

Resolved Immediately6

l.t Trade and Other
Payables - Trade
and payables

The managernent considers tlte
records it holds for the payuent
and bills received l-rour Coast
Water Seruices Board as final.
The Cornpany considers the

difference to be emanating fricm

Coast Water Seruices Board not
acknowledging all the
payrneuts made by tlte
mallagernent. No records were
availed from Coast Water
Sen,ices Board for
reconciliation by the

managenlent.

Resolved Inrnreclialely

30'l' June 20211.2 'Iax Payable The tax payable arnount
resulted in the reconciliation
betrveen the Company and
KRA on previous transaction
rvhich have not been concluded
and that the amount was
outstanding by then but has uot
been payable as a result of the

Resolved

50



t

Nlalindi \\iater and Seu'erage Companl [,inrited
-A.nnual Reports and Financial Statcments
F or the ended June 30 2021

Status Time frameRef
No

Issue / Obsen,ation Manageurent Resporlse

incomplete assesslnent. The
rnarlagelllent shall concltrde the

reconciliation and reverse or
pay the aurount in the financial
year 2020121

Not 1,e1 resol.,ed By 30'l'December
2021

8 Customer Deposits The management accepts the
obsen,ation made and has

instituted a repaylnent
mechanism based or1 the

reco\/ery of the tariff wliich is

being rer,ieu,ed by the
Company and shall be
fonvarded to the regulator for
approval. Tariff consultant
engaged already engaged

Resolr,ed ImnrccliateIy'9 Bank and Cash
balances

The bank recouciliatiolls \vere

prepared and presented during
the Audit exercise. The bank
reconciliatious aud bank
certificates ltave also beeu
presented.

10 Variances between
Fiuancial
Statement figures
and suppofting
Schedules

The mauagement cortfirms that
the differences in financial
statements and schedules was

as a result of the conections that
u,ere done after submissiou of
the draft accoullts and the actual
accourlts presented durin-c the

audit exercise.

Resolve d IrrTmediately

The management considers the
records it holds for pal,ureuts
made to Coast Water Senrices
Board as accurate and truly
reflecting what \ /as paid to
them.

Resolved Immediatelyll Cost of sales to
Coast Water
Services Board

Other Matters
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Ref
No

Issue / Obserlation N4ana gemc:nt I{csponse Status Tinre frame

l.l Budgetary Control
aud Perfomrance -
Revenue Budget

The manageurent accepts the
obsen,ation made and shall
eusure there is irtrprovenreltt in
re\/enue collection as per tlte
budget fcrrecasts. The period
under review \vas faced rvith
many trading challenges but the
nlallagelnent considers this as

telnporary and that it shall be
able to make it in future.

1.2 Budgetary Control
and Perfonnance -
Revenue Budget

The rllarlageulent
acknou'led-res the observation
made. The l'nar"lagenlent

considers the period under
rer,,ieu' to have been
exceptiorrally difficult in costs

lnanagelnent as a result of the
increased costs of operatious
and reduce'd re\/ellues. l'he
fixed cosls rvere not affected
hor,,'evcr the nrallagenlellt
reduced all the llon-emergeuce
variable costs to a later date aucl

paid on the lixed costs only in
the year under revierv. In future
the management considers this
to be temporary and in future it
shall be in line rvith the budget
provisions.
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Name: Gerald Mwambire

Date
Managing Director
Accounting Officer

S

Management Response Status Time frameRef
No

Issue / Observation

Report on laufulness and effectiveness in use of public resources

1 Employees with
net salaries less

than one third of
basic salary

The management
acknowledges the observation
made. The
The management accepts the
observation made and is in the
process of correcting the
anomaly. The staff involved
have been made aware and no
more deductions are being
effected that contravene this
recommendation. No new cases

were admitted in the financial
year under review. The list has
now reduced as more staff are
getting more than a third of the
basic salary. The Company has

now instituted the Payroll
Changes Advice originating
from the Human Resource
Manager to the accounts office
to further control this.

2 Retirement
Benefits
Obligations

The management entered into
an agreement on the
outstanding remittances and is
currently remitting current
month and a month in arrears
for the next two years and shall
be thereafter up to date. The
agreement offered to waive the
interest upon completion of the
arrears. The management has

posted the balances based on
actual remittances accrued
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APPENDIX II: PROJECTS II\IPLEN{ENTED BY THE ENTITY

Projects

Projects implemented by Malindi Water and Seu,era-{e Company Funded by developrnent paftners

Status of Projects completion

Project title Project Nunrber Donor Period/
d u ration

Donor
conrmitnrent

Separate donor
reporting required
as per the donor
agreement
(\'es/No)

Consolidate
d in thesc

financial
statenrents
( \'es/No)

Water aud
San itation
Developurent
Proiu'ct

IDA CREDIT
\O (r()300

lntenrationaI
Der eloprnent
Agency

5 \'ears
fi'orn 2017
to l()12

trs $ 14.2
N{illion

Yes Yes

Unilever
Transforrn
Pro.ject

Unilever and
[-]K's
Departrneut of
I nternational
Der elopurent
DflD

l8 Months
tl'orn
Decerrber
2020 .lune
102 I

uK 250.000 Yes No

Pro.jcct T'otal

project
Cost

'I'otal

expended

to date

Conrplction
(2, to date

Budget ,\ctual Sources

of funds

I Water and Sanitation

Development

Project

Ksh 1.4

billion
6096

2 Unilever Transfomr

Project

Ksh 25,

million
40%

5,1
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aat

APPI]N DIX I I I : I N'tIiR-ItN'l-11'Y'III.ANSI.IiRS

I.,NTITY NANIE: MALINDI WATER AND SF,WERAGI] COMPANY I-IMITED

Brcak don'n of Transfcrs from thc Statc Dcpartmcnt of Ministrv of Watcr and Irrigation

FY 2020121

il. Ilccurrent (irants Ilanli Statclrtertt Datc ,.\nr<lulrt ( KShs)

Intlicate the FY to u'hich the

anrounts rclatc

Totll

b. Dcvclopnrcnt (irants llanli Statcnrcnt Datc ;\ntount ( KShs)

lntlicrrtc tlrc I.-Y to rr,hiclr lhc

anrounts rcl:ttc

Total

c. Direct Pavnrents Bank Strtclrrcnt Datc Arnount ( KShs)

lnrlicatc thc FY to u'hiclr thc

anroturts rclatc

Tolrl
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The above amounts have been communicated to and reconciled with the parent Ministry.

Finance Manager Head of Accounting Unit

Malindi Water and Sewerage Company Limited Malindi ater Sewerage Company Limited

Sign S

,i

a

a

a a

ENTITY NAME: MALINDI WATER AND SEWERAGE COMPANY LIMITED

Break down of Transfers from the State Department of Ministry of Water and lrrigation

FY 2020t21

d. Donor Receipts Bank Statement Date Amount (KShs)

Indicate the FY to which the

amounts relate

Total
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APPENDIX IV: RECORDING OF TRANSFERS FROM OTHER GOVERNMENT ENTITIES

Name of the

IVIDA./Donor

Transferring the
funds

Where Recorded/recognized

Date received
as per bank
statement

Nature:
Recurrent/Develo

pmenUOthers
Total Amount -

KES

Statement of
Financial

Performance
Capital

Fund
Deferred

Income Reccivables

Others -
must be

specific

Total
Transfers

during the

Year

Ministry of Planning

and Devolution Recurrent

Ministry of Planning

and Devolution Development

LTSAID Donor Fund

Ministry of Planning

and Devolution Direct Payment

'['otal

<1
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