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KIRINYA A WATER AND SANITATION COMPANY LIMITBD

POII.TS AND FINANCIAL STATEMENTS
AI{ ENDED 30r'tt JIJNE, 2019

in order to provide quality, affordable, reliable. sustainable and portable water and

ices in the target community. KIRIWASCO is jointly owned by the Govemment of

I) INFORMATION
t of Water Act 2002, led to the creation of Water Services Regulatory Board (WASREB),

sewerage

Water Scrvi s Board and Water Services Providers to spearhead the water sector reform programme.
Kirinyaga W ter and Sanitation Company is a Water Service Provider Company Limited by guarantee
and incorpo under the Companies Act Cap 486 of the laws of Kenya

KIRIWASC has been mandated through a Service Provision Agreement (SPA) to carry out water and

ices in both urban and rural areas of Kirinyaga County. The Company takes charge of

ANNUAL
FOR THE

BACKGRO
The enactme

public resou

sewerage se

(c) Incre

(d) Incre

(e) Achi

VISION
To be a role

Kenya, Coun Govemment of Kirinyaga and the Local Community

PRINCIP ACTIVITY
The principal activity of KIRIWASCO is to ensure efficient and sustainable provision of quality and
affordab le r and sewerage services in Kirinyaga County and parts of Embu County.

MAIN I}USI ESS OPERATING OI]JECI'IVES
The Compan 's main business operating objectives include, but not limited to, the following:

(a) lncre stake holdcr's awareness on water sector reforms
(b) lrnp e access to sustainable and safe water

the demand for available sat'e water

the access to improved sanitation

operational fi nancial sustainabil ity

del water services provider in Kenya.

MISSION
To provide fe and clean water through, reliable, affordable and sustainable water services to our
customers by developing facilities and managing systems in the most efficient and effective manner.

2
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STRATEGIC OBJECTIVBS
I . Instilutional strengthcning of KIRIWASCO
2. Reduces [JFW

Achieve fi nancial sustainability
Improve access to sustainable and safe water
Increase access to improved sanitation

Inc e stakeholders awareness on water sector reforms

SLOCAN

3

4

5

6

Tap it; Get it; its lifa

DIRECTORS
The Directors who served th

I . Mr. Fidesious Nyaga

e entity during the year wete as follows:

Chaimran-------Appointed on ----------23d March, 201 8

2. Mr.Jakan Gutu---------------------Member----------Appointed on-----------7th May,20l 9
3. Mr. Jared Migwi--------------------Member---------------Appoinled on-------l7th Dec,20l9
4. Mr. Robert Githinji Njagi--------Member------------Appointed on-------23,d March,20l 8

5. Mr. Peter Muriithi Gichirah -------Member----------Appointed on------23,d March, 2018
6. Mr. James Kihia-----------------------Member----------Appointed on-----23d March,20l 8

7. Mr. Joe Kingford-------------------Member---------Appointed on------23d March, 201 8

8. Ms. Lilian Wanja Kagema------------Member--------Appointed on------23d March,20l 8
9. Ms. Purity Njeri Cithinj i--------------Member--------Appointed on-----23d March 2018

COMPANY SECRETARY
Gikuhi Kiana & company
P.O Box 10100
NYERI

RE,GISTB D OFI'ICE/HEADQUAITTIIIS
Kirinyaga r and Sanitation Company
POBox36 10300
KERUGOY
Tel: 074655 368/07 r -s413591
Email: info iriwasco.co.ke
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State Law O
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atha Advocates
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BANKERS

INDEPENDDNT AUDITORS
Auditor General
Office of the Auditor General
Anniversary Towers
P O Box 30084-00100
Nairobi

PRINCIPAL LEGAL ADVISERS



ANNUAL REPORTS AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED 3OI'II JUNE, 20I9

2. LIST OF BOARD OF DIRECTORS

NO NAMES
AND

ADDRESS

REPRESEN-I'ING
INTEREST

TtIiMAItKS Y.O.tt QUALIFICATION
& EXPERIENCE

PASSPoR'T

I Mr. Fidesius
Nyaga

Religious
Organizations

B.O.D
Chairman

t944 BA Econ(Hons)-
Makerere

FCrS, CPS(K)
Diploma in Banking

Over 40 years'
experience in

accounting profession
[Ion. Dr
Jakan Gutu

County
Representative

Membcr Doctorate in Business
Administration

Many years
experience in

management and
CECM member

ministry of water
Kirinyaga County

3 Mr, Jarcd
Migwi

County
Representative

Member Bachelor of
Commerce
Associate Kenya
Institute of Bankers
Experience in banking
and finance; Chief
Officer, Ministry of
Water

4 Mr. Robert
Githinj i
Njagi

Business
Community-
Commercial
Consumer

Head of
Commercial
Committee

t 98l MBA-Kenyatta
University
l5 years experience in
marketing ,accounting
and strategic
management

5 Mr. Peter
Mu riith i
Gichirah

Farmer's
Organization-

Flead of
Technical
Committee

t978 Diploma in Business
Administration
7 years working
experience

5

KIRINYACA WATBII AND SANITATION COMPANY LIMITED
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1973 4!h



6 M r. Janrcs
Kihia

Business
Community-
Commercial
Consumer

Head of
Audit
Committee

1970

7 Mr. Joe
Kingford

Special lnterest
Groups

Mernber 1989 O level, Diploma in
Civil Engineering
4 years working
experience in
engineering

8 Ms Lilian
Wanja
Kagema

Prof'essional bodies Mernber r968

Ms. Purity
Njcri
(iithinj i

Member 197 5 O level, ECD
Certificate
Experience in teaching
and community
development

l0 Eng.
Epha ntus
M aina

Managing Director Managing

Director

t979 Bachelor of Civil &
Water Engineering
l4 years working
experience in
Engineering and water
sector

I l. M r.Richard
G iku hi
Kiana

ICPSK No.285 Company

Secretary

1952 Certified Public
Secretary CPS(K)

6

O level, Diploma in
Business
Administration
Experience in business
Administration

I

MBA, Higher
Diploma in Electrical
Engineering
6 years' experience in
engineering 'l

Women's
Organization

t
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ANNUAL REPOITTS AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED 3O''.II JUNE.,2OI9

3. MANAGEMENT TEAM
Designation Na nre Y.O.B Qualifications & Ex pcrien ce I'irss p <l rt

Managing
Director

Mr. Ephantus
Maina

t9'79 Bachelor of Civil & Water
Engineering
l4 years working experience
in Engineering and water
sector

Internal
Auditor

CPA Charles
Wachira Maina

1984 Bachelor of
Commerce(Accounting

option)and CPA (K)
I I years working experience

in accounting

..

l

-t

I

Commcrcial
Manager

CPA Joyce W

Mugambi

Mr. Laban

Mwaniki Kaara

1987 Bachelor of
Commerce(Finance

option)and CPA (K)
MSc. Finance(continuing)

Over 7 years' experience in

accounting and finance

Tcchnical
Manager

1984

I{ uman
Resources and
Administration
Managcr

Ms. Rosaline N

Kabatah

1988 BBA HRM, Diploma in

Business Management

5 years working experience in
Human resource management

Procurenrent
Manager

Ms. Anne

Mbatia

1976 Business Management-

Procurement option

I I years working Experience

in supply chain management

1

BSC Civil
Engineering

5 years working experience in

Engineering

I

I

!
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REPOIITS AND FINANCIAL STATEMENTS
YEAIT ENDED 3OTII .IUNE, 20I9

.I. CHAI IIMAN'S ITEPOI{T

I take this opirortunity to present the lrinancial Statement of Kirinyaga Water and Sanitation Company

Limited for fie financial year 201812019. This is the first financial statement for the company under

the managenient of the current board of Directors which took over the company management from
March 2018.l
The companj has been able to achieve the following within the year;

lved
)es.

Itatement of water supply services to areas which were affected by road improvement

Dt within Kirinyaga.
two stakeholders' engagement forums and the 8th Annual General Meeting to comply with
gal requirements.
tremendous growth on the Number of active connections from 20,563 in the year

2018 to 24,822 in the year 2018/2019 and revenue improved from Ksh 132,298,030 to

t39,486,1 57 within the same period.

rletion and commissioning of Mwea Makima water supply project and water extension

cts within Mwea sub county.

a) Obta operation licence from Water Services Regulatory Board (WASREB) which had

cxpl on Decembcr 201 7.

b) Rec tment of Core Management Team who took over from the Special Regulatory Regime

nlan ent. This include the Managing Director, Commercial Manager, Procurement

Man er and Technical Manager.
c) Resol

servit
d) Reins

projer
e) Held

the le

I The'
2017t
Ksh I

g) Coml
projo

staffgrievances that previously Ied to stafTunrest and disruption ofprovision of water

as guided by the 5-year strategic plan which runs from 2016 to 2021 has lined up various
programmes aimed at improvement of water and sanitation services delivery. This
yugu Wut". trpply projects with a production capacity of 30,000m1/day, Kerugoya Kutus

ct with a treatment capacity of 5,000mr/day, Rehabilitation of Ndiriti Water Treatment

rehabilitation project and water supply extension projects geared toward improvement

The comp
rmprovem
includes Ki
Sewerage p
Plant, net

e

of water co ge within Kirinyaga.

The com continues to receive support from allour stakeholders including the county Government

of Kirinya
Therefore, I take this opportunity to thanks alI our stakeholders, customers, development partners and

the gove ts lor the contribution in the improvement of the company's operations

'fh

4--{-
Fid US

8
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I n trod uctio n
Kirinyaga W

operates unde
The company
Mwea East su

ANNIJAI, R POII'TS AND FINANCIAI, STATBMENTS
FOII I'Htr Y IT trNDED 3OTII JUNE,20I9

5. MANAGI G DIIIBCTOII,'S IIEPOII'[

provider regis
er and Sanitation Company Limited (KIRIWASCO) is a waler and sanitation services
ered under the company's Act 2015 of the law of Kenya. The company is an agent of

tlre Cotrrrty C
Association.

verrlnlent ol Kirinyaga (CCiK) as per the amended (2019) Memorandum and Articles of'
is is in line with the requirement by the Constitution of Kenya (GoK) 2010 and the

Water Act 20 6. The company is regulated by Water Services Regulatory Board (WAS REB) and
Interim License WASRED/LEILIC/02 fbr provision of water and saniration services.
s mandated to supply water with Kirinyaga Central, Kirinyaga West, Mwea West and
counties within Kirinyaga County and Parts of Mbeere South in Embu County.

Performance
During the ye
act ive water c
The cornpany

uring the Yca r
the company had been able to register a considerable groMh in terms of increased

nnection, improved billing & revenue and slight improvement on non-revenue water
d also fair share of challenges such as high water demand againsl low supply, high

levels of NR levels, high debtors and creditors. But generally the company is on upward trend in
and is expected to register more improved performance next year.terms ol groM

Summar th (otn orm0nce

Development

The cornpany
improvement o

ro.iccts

d been able to cany out various development project which are geared toward
water and sanitation servioes within Kirinyaga. The projects were undertaken through

collaborati()n
Water Sector T

partnership with the County Govemment of Kirinyaga, Development partners like
t Fund and Tana Water Works Development Agency,

Rccent com tle ve lo me nl ecl.\

9

I-r[]ill zot7 t20l8 2018/2019No.
I lieven ue Collection (KShs) 132,298,010 I19,486,157
2 l) illinl , (KShs) t44,'t07,26s 147.455.763
l Non- I Levenue Water 60%
4 Numbr ,r of active connections 20,563 24 822

60%

Credit )rs 80,397,703 93,s69,97 s
Debtor s 106,s30,995 \24,824,656

N

o

PIIOJBC I DI]SCRIPl ION COST
(KSH)

FINANCIEIT PROJECT
IMPACT

Mwea-
kutus

I lkm DN3 l5 raw water main (from
River Nyamindi to Sanr/comer),1 8km
DN200 trans main (from Sam./corner
to Wanguru), and administration
block.

84M Kirinyaga
CG

Water supply
toi
Nyangati,Nd
oba,Kimbim
bi,Wanguru,

KIIIINYAGA WATEIT AND SANI'IATION COMPANY LIMITBD

6.



Mutithi &
thiba.

1l0M World bank
th ru.
TWWDA

? Mwe:
Makir

I-

na
Nyamindi intakes, I I km DN I 50 raw
water main (from Nyamindi to
Sam/corner), 29km DN200
trans/rrain (from Sam/comer to

tl

Makutanol ) & 225m- storage tank at

Sam/comer.

Water supply
to; pee-i,
karaba,
wango,
gatengi and
part of
makutano

l5M WSTFWan5
Eleva
Tank

ted

'uru 300m1 15m High sreet elevated tank
(at Wanguru).

Increase
water storage
for Wanguru
town-

COST
(KSTI)

I.-INANCIEIIl,tt CTO.IE DESCIIIP'TION PIi.OJECT
IMPACT

Kirinyaga CG
& wsTF

Construction of 7Oml/day
waste water Digester
enpure plant. (75%
complete)

2lM lmproved
sanitation in
Wanguru town.

I uru
Dt'

l.t78 A.D.B thru.
TWWDA

2 Ilul v

Su ly
Wa

Construction of
30,000mr/day water supply
system for Kerugoya,
Kutus, Kagio and Sagana.
Works include; Intake,
T/works, raw water main,
transmission mains, storage
tanks.

A.D.B thru
TWWDA

Construction of
5,00Om1/day sewerage
system for Kerugoya and
Kuius town. Works
includes 34km sewer lines,
stabilization ponds and
admin houses

500M To improve
sanitation level
for Kerugoya
and Kutus
towns.

oya/

ge

J

sys

Ku
s(j

s0M KeRRA &
KIRIWASCO

To restore water
supply to
affected areas

rks
c

sys
rdl
nt

Reinstatement of water
systems affected by the
current road work
improvement projects in
Mukinduri Kianjege,
Kagumo Mutiti Kianjege,

4

o ol lo menl ects

l0

NO

To improve
water quantity,
quality and
reliability
within
Kirinyaga
county.



Kamonge
Kagio
complete)

Riakiania &
Mutithi. (75%

To extend water supply to
Nyangati ward and other
paas of Mwea. (90%
complete)

200M Kirinyaga CG
&
KIRIWASCO

5 Wat
exte
proj

er
nsion
scts

To improve
water coverage
within
Kirinyaga
county.

DIIIIiCT

The com has great potential for growth in terms of increased customer base, improved revenue,
increased w
expected to
provision o
maintaining

r supply and improved quality water and sanitation services. Therefore, the company is
nlinue improving on it performance. The company management is committed to ensure
affordable, reliable and sustainable water and sanitation services by operating and

ter and sanitation systems in the most efficient and effective manner

Finally I wi
customcrs

ou,

MANAGIN

to thank the Board of Directors, County Government of Kirinyaga, company's staffs,
all stakeholders for the great support.

ll
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REPORTS AND FINANCIAL STATEMBNTS
YEAR ENDED 3O II JUNE, 2019

lht place and doing the right thing. More so, the committee ensures that the staff welfare

pe oversees the financial reporting process, Company's intemal controls and efficient
I utilization of resources.

6. CORPORATE GOVERNANCE STATEMENT

KIRIWASCO is committed to operate under a clear governance framework and strongly adheres to
sound management and control practices.

KIRIWASCO is committed in ensuring compliance with the provisions of Water Act 2016 among
other regulatDry and supervisory corporate governance requirements. Essential to the establishment of
a good govemance framework are lormal govemance structures designed to ensure accurate reporting
to the Board to lacilitate an informed decision making process, assessment and improvement of
conformances.

The structuro of KIRIWASCO starts with the Board members representing various stakeholders'
interests. Tbe Board members exercise leadership, enterprise, integrity and judgment in directing
KIRIWASCO.
They are expected to determine the purpose and values of KIRIWASCO, determine the strategy to
achieve that purpose and implement its values in order to ensure the Company survives and thrives.
The Board members are expected to enhance the corporate govemance practices in running of
KIRIWASCQ to bring the level of governance in the Company in line with intemational standards.
The essence of corporate govemance is to protect stakeholder's interest including the govemment,
consumers afld the community.
ln ensuring t+at corporate governance is enhanced and that the power of KIRIWASCO is exercised in
the stewardship of the Company's total portfolio of assets and resources with the objective of
maintaining stakeholder's values, the board of directors had constituted the following committees:

Composition of Board of Directors

l) Humrn Rcsources & Administration, Finance and Procurement
The committee comprises of 3 board rnemhers whose duty is to ensure that KIRIWASCO has the right
staff at the ri(
is guaranteed,
The Commiti
allocation and

2) Techdical Committe e

The Technical committee comprises of 3 board members who ensure that there is adequate asset
development,, maintenance and infrastructure improvement to ensure sustainability of all water and
sewer infrasfucture. The committee also proposes investment and funding programs for the
organization.

12
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ind

3) Aud
It's the duty

organizati
systematic,
control and

Comnrittcc
this committee to ensure that the internal audit department performs its function of an

objective assurance and consulting activity designed to add value and improve the
s operations. It helps the organization to accomplish its objectives by bringing a

iplined approach to evaluate and improve the effectiveness of risk management,
vemance processes.

t3



No. I1'IiM 2017 /2018 2018t2019
I Revcn re Collection (KShs) t32,298,030 139,486,t57
2 tJillinp (KShs) t44,707,265 147 ,455,763
l Non- t .evenue Water 600/o 60%
4 Numbr rr of active connections 20,563 24,822
5 Creditr rs 80,397,703 95,284,488
6 Debtor S 106,530,995 124,990,438

I<IIIINYA WA'I'DIT AND SANITA'I'ION COMPANY LIMITED

ANNUAI, Ii,E ()IIT'S AND FINANCIAL STATEMENI'S
FOII'I'III' Y Ir DNI)tiD 30rrr,ItlNIr, 2019

7. MAN GEMENT DISCUSSION AND ANALYSIS

Company ope
Kirinyaga Wat
The company

During the ye
making sure th

Tecl.rni

Comm
I-[uman
Procu
Audit d partment

I

2

3

4

5

tions.
and Sanitation Company Ltd (KIRIWASCO) is headed by the Managing Director
5 departments which include;

I department
ial department
esources and Administration department
enl department

uuder review, the teanr worked tirelessly to ensure that it executed its mandate by
the company operations went smoothly.

The performa of the Company was as follows:-

Summor th com no

Ch:rllcngcs

The company h

l. Shortag
2. Destruc

restored
3. Old and

KIRIWASCO i

management to
relations.
Finallv we wis
feedback throu
I'WSB and Co
conr pany and la

rm0nce

d f-ew challenges such as:-

of water for supply.
on of water pipeline in most of our major pipelines which took long before they were

ilapidated water infrastructure.

endeavoring to develop a culture of achievements and employ the best practices of
provide quality water and sanitation through quality service and good customer

to take this opportunity to thank our customers for their continued support and
which we have been able to improve our systems, I also wish to thank the WASREB,
ty Governmenl of Kirinyaga for their oversight, confidence and commitment to the

tly we are grateful to the staff for their devotion, sacrifice and hard work in improving
of this company.

t4

the perfbrrnanc



ANNUAL REPORTS AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED 3OI''I JUNE,2OI9

8. csnrs{srArNABrlrrY REPoRT
In our Corpirrate Social Responsibility (CSR) policy, we aim for the integration of our business

operations aod values in a way that ensures that the interests ofall stakeholders including shareholders,
customers, epployees, the community and the environment are reflected in our policies and actions.
We are conlmitted to Continuous improvement in our Corporate and Social Responsibility (CSR)
strategy: Endouraging our business partners to strive for matching performance; Acting in a socially
responsible way; Continually improving our performance and meeting all relevant legislation; and

Encouraging our staffto be mindful of the effect of their actions on any natural resource.

KIRIWASCp has a CRS policy whose purpose is to make clear to all stakeholders what we mean by
CSR and holv we propose to work towards achieving it. The CSI{ policy applies throughout all our
policies and processes and govems our approach to all our activities. In implementing this policy we
aim to be reryonsible; and be an exemplar ofgood practice.

KIRIWASCp participates in various activities such as tree planting to increase lbrest cover in efforts
to conserve fater and Participating in National events such as the World Water Day.

KIRIWASCQ is a member of Water Companies Sports Association where it's actively involved in
annual game$ competitions.

Our Mission is "To provide safe and clean water through, reliable, affordable and sustainable water

services to our customers by developing facilities and managing systems in the most efficient and

effective madner". Our mission is in tandem with our mandate and defines the goals for which we will
undertake aclivities in the context of sustainability, competition and social well-being.

We consider

make a diif'et
to support pr(

skills transfer

the community a key stakeholder in our business initiatives and our CSR activities aim to
ence under key social pillars such as Education and Environment. We devote resources

Djects such as graduate youth internship and rndustrial attachment programs to facilitate
t, environmental care in which we have committed to comply with the Environmental

Management and Coordination Act (EMCA).

Specifically, Kiriwasco has a Workplace Environmental Policy and continues to implement
environment4l awareness programmes among staff. Kiriwasco also ensures that projects funded

comply with lhe National Environmental Management Authority (NEMA) requirements. We recognise

that good CSR embraces all aspects of sustainable development and the way we alfect people through

our business operations. KIRIWASCO operates in a way that safeguard against unfair business

practices. W! believe that a responsible approach to developing relationships between companies and

the communities they serve is a vital part ofdelivering business success.

l5

KIRINYAGA WATER AND SANITATION COMPANY LIMITED
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CSR/Sus inability Report Continucd :

When out our business, in consultation with our customers, we determine the environmental,
social and ic issues and continually review our policies and business practices to encourage
engagement

The success

retain, re

th small and medium enterprises

f KIRIWASCO as a water service provider is based on our people and we seek to recruit,
and develop the best creative talent in our organisation. We continually seek to improve

through trai the needs of our employees.

16
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PORTS AND FINANCIAL STATEMENTSANNUAL

FOR THE AR ENDBD 30'rtt JUNE,20t9

PIIINCIPA ACTIVITY
activity of KIRIWASCO is to ensure efficient and sustainable provision of quality andThe princi

affordable r and sewerage services in Kirinyaga District and part ol Mbeere District.

I\{AIN BUS NESS OPEITA'IING OBJECTIVES
The Com

(a) In
y's main business operating objectives include, but not Iimited to, the following:

stake holder's awareness on water sector reforms

(b) Impr vc access to sustainable and safe water

(c) Inc the demand for available safe water

the access to improved sanitation(d) In
(e) Ach e operational financia[ sustainability

RESULTS
The entity's

DIRECTORS
The Board mem

results for the year ended 3Oth June 2019 are set out on page 2l

bers who served during the year are shown on page 5 & 6

AUDI'TO
The Audito General is responsible for the statutory audit of the entity in accordance with the Section

ofthe Publi Finance Management (PFM) Act, 2012, which empowers the Auditor General to nominate

other audi rs to carry out the audit on his behali

VISION
To be a rol model water services provider in Kenya

NIISSION

To provi safe and clean water through, reliable, affordable and sustainable water services to our

developing facilities and managing systems in the mosl efficient and eff'ective manner.
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customers

9. solRn oF DIRECTORS' REPORT FoR THE YEAR ENDED 30 JUNE 2019

The Board r4embers present their report and audited accounts for the year ended 30 June 2019 which

discloses the slate of affairs of KIRIWASCO at that date. The financial statements cover a period of
l2 months.
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ANNUAL REPORTS AND FINANCIAL STATEMENTS
FOR THE YEAIT ENDED 3O,I'1I JUNE,2019

9. STATEMENT OF DIRECTORS' RESPONSIBILITIES

The Kenya's Companies Act requires the directors to prepare financial statements for each financial
year, which give a true and fair view ofthe state ofaffairs of the Company as at the end ofthe tinancial
year and of ihe operating results of the Company fbr that year. lt also requires the directors to ensure

the Company keeps proper accounting records, which disclose with reasonable accuracy, the financial
position olthe Company. They are also responsible for saleguarding the assets of the Company.

The directort accept responsibility for the annual financial statements, which have been prepared using
appropriate accounting policies supported by reasonable and prudent judgments and estimates, in
conformity with Intemational Financial Repo(ing Standards and the requirements of the Kenyan
Companies Act. 'fhe directors are ofthe opinion that the financial statements give a true and fair view
of the state bf the financial affairs of the Company and of its operating results. The directors further
accept responsibility for the maintenance of accounting records, which may be relied upon in the

preparation pf financial statements, as well as adequate systems of internal control.

Nothing has come to the attention of the directors to indicate that the Company will not remain a going

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

Approval of Financial Statemcnts
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website: www.oag
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OFFTCE OF THE AUOITOR.GET{ERAL
t. hnnLt x .l..,)t,,uh tt

RE T OF THE AUDITOR-GENERAL ON KIRINYAGA WATER AND
SAN TION COMPANY LIMITEO FOR THE YEAR ENDED 30 JUNE, 2019

REP T ON THE FINANCIAL STATEMENTS

Qual

lha
d Opinion

audited the accompanying financial statements of Kirinyaga Water and

nded, in accordance with lnternational Financial Reporting Standards (IFRS)
ply with the Water Act, 2016 and the Companies Act, 2015.

San n Company Limited set out on pages 21 to 43, which comprise the statement
of fln ncial position as at 30 June, 2019, and the statement of profit and loss and other
com hensive income, statement of changes in equity, statement of cash flows and
sta of comparison of budget and actual amounts for the year then ended, and
asu
acco

ary of significant accounting policies and other explanatory information in

J
nce with the provisions of Article 229 of the Constitution of Kenya and
35 of the Public Audit Act, 2015. I have obtained all the information and

tions which, to the best of my knowledge and belief, were necessary for the
purp of the audit.

lnm opinion, except for the effect of the matters described in the Basis for Qualified
opi n section of my report, the financial statements present fairly, in all material
res
as

, the financial position of Kirinyaga Water and Sanitation Company Limited
30 June, 2019, and of its financial performance and its cash flows for the year

expl

then
and

Bas for Qualified Opinion

't.0 entation of the Financial Statements

The ncial statements reflect the following anomalies:

The statement of profit and loss and other comprehensive income refers to both
the finance cost and taxation at Note 19. However, the Notes to the financial
statements reflect finance cost at Note 19 and taxataon at Note 20. ln addition,
Note 20 is not referenced in the statement of financial position.

i)

ii) The other income balances reflected in Note 10 to the financial statements have
not been lotalled contrary to the format prescribed in the Public Sector
Accounting Standards Board (PSASB) reporting template issued in June, 2019.

Water reconnection fees and short-term loan are both denoted under Note 9(e)
to the financial statements in the statement of profit and loss and other

iii)

30
of the Auditor-General on Kirinyog.t ll'ater and Sanitolion Conpany l.imited lor lhe year eruled
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comprehensive income and statement of financial position. However, the two are
reflected in Note 9(e) and Note g(c) respectively.

iv) Contrary to lnternational Public Sector Accounting Standard (lPSAS) No 1, the
table of contents to the financial statements denotes the tifle to the statement of
financial position to be 'for the year ended 30 June, 2019, instead of ,as at
30 June, 2019'.

v) some of the balances reflected in the flnancial statements contain decimal points
contrary to normal practice that rounds off each balance to the nearest whole
number.

The statement of profit and loss and other comprehensive income reflects a nil
comparative balance for water Regulatory Board levies comparative balances.
However, Note 15 to the audited 20171201A financial statements had reflected a
balance of Kshs.13,215,744 in respect to the item.

ln view of these issues, the presentation of the financial statements is incorrect and
does not comply with the format prescribed by the PSASB.

2.0 Unconfirmed Balances

2.0.1 Water Sales

The statement of profit and loss and other comprehensive income reflects water sales
revenue totalling Kshs.147 ,455,763 for the year under review, as further disclosed in
Note 9(d) to the financial statements. However, analysis of the monthly billings
indicated that the total billings during the year amounted to Kshs.14g,465,56-6.
Therefore, the reported revenue is short by Kshs.1,009,803. Further, examination of
the M-Pesa statements provided for audit indicated that water sales worth
Kshs.310,020 were not posted to the ledger.

As a result of these anomalies, accuracy and completeness of the revenue totalling
Kshs. 1 47,455,763 reported in the financial statements could not be confirmed.

2.0.2 Gomparative Government of Kenya Grants

The statement of comparison of budget and actual amounts for the year under review
reflects a nil difference between budgeted and actual Governmeni of Kenya (GOK)
grants. However, the statement reflects receipts totalling Kshs.172,g24 in respect to
the item.

Consequently, the deficit of Kshs.'11,259,776 reflected in the statement, being the
shortfall of revenue over expenditure, is overstated by Kshs.172,g24 and is therefore
not fairly stated.

2.0.3 Cash and Gash Eguivalents

The statement of financial position reflects cash and cash equivalents totalling
Kshs.19,013,615 and a comparative balance of Kshs.21,795,0g1 forthe account, ai
further disclosed in Note 6 to the financial statements. However, the comparative

Report of the .luditor-Generql .tn Kirinyogu ll ater ancl sanirdrioh compaty l,imitetl .[or rhe yeor ended
30 June. 2019
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2.O.4 Directors Costs

2.0.5 Staff Loans

The statement of financial position reflects receivables totalling Kshs.124,686,843, as
at 30 June, 2019, as further reflected in Note 4 to the financial statements. The balance
includes loans totalling Kshs.170,114 advanced to four (4) members of staff to
purchase laptops. However, personnel records indicated that the officers were no
longer employed by the Company. Further, there was no record of efforts made by
Management to recover the advances.

ln addition, the approved loan application forms, and records on how the laptops were
procured, and the basis on which the loans were advanced, were not provided for
audit review.

ln view of these issues, the receivable's balance totalling Kshs.124,686,843 as at
30 June, 2019 may not be wholly recoverable.

2.0.6 Short-Term Loan

The statement of financial position as at 30 June, 2019 reflects Kshs.147,518 in
respect of a shortterm loan, as further reflected in Note 9(c) to the financial
statements. However, the loans ledger was not presented for audit review and as a
result, the accuracy of the balance could not be confirmed.

2.O.7 Ptiot Year Adjustments

The slatement of changes in equity for the year under review reflects prior year
adjustments totalling Kshs. "l ,169,632. However, the adjustments should have been
made against the respective audit components in the year the misstatements occurred
and the comparative balances restated in the year under review, as required by
lnternalional Accounting Standard No.8 - Changes in Accountlng Estimates and
Errors.

Therefore, the prior year ad1ustments totalling Kshs.1,169,632 are not fairly stated.
The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSA|s). lam independent of Kirinyaga Water and Sanitation Company
Limited Management in accordance with ISSAI 130 on Code of Ethics. I have fulfilled

ludilor-General on Kirinyaga ll'aler and Sanilolion Conpany Linited Jor the year ended

3
30 Junc. 2019

201712018 savings account's balance totalling Kshs.849,632 is incorrectly reflected as
a current account balance.

As a result, the comparative balance for cash and cash equivalents is not fairly stated.

Note 13 to the flnancial statements reflects Kshs.6,293,606 in respect to Directors'
costs. However, records on expenditures totalling Kshs.1,610,120, spent on Directors'
activities, including invitation letters, the attendance register and Board minutes, were
not provided for audit review.

ln the circumstance, the accuracy and propriety of the directors' costs totalling
Kshs.1,610,120 reflected in the flnancial statements could not be confirmed.



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 suffrcient and appropriate to provide
a basis for my qualified opinion.

Key Audit Matters

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

Other lnformation

The Directors are responsible for the other information. The other information
comprises the report of Directors as required by the Companies Act, 2015, and the
statement of the Directors' responsibalities which are obtained prior to the date of this
report, and the annual report which is expected to be made available after that date.

My opinion on the financial statements does not cover the other information and I do
not express an audit opinion or any form of assurance thereon.

ln connection with the audit of the financial statements, my responsibility is to read the
other information and, in doing so, consider whether the other information is materially
inconsistent with the financial statements or the knowledge obtained in the audit, or
otherwise appears to be materially misstated. Based on the work I have performed
on the other information obtained prior to the date of this auditor's report, if I conclude
that there is material misstatement of this other information, I am required to report
that fact. I have nothing to report in this regard.

Other Matter

1.0 Budget Control and Performance

1.'l Revenue

The statement of comparison of budget and actual amounts reflects an approved
revenue budget totalling Kshs.178,000,000 and actual revenue totalling
Kshs.169,850,748 resulting in a net revenue shortfall of Kshs.8,149,252.

Expenditure

The statement of comparison of budget and actual amounts reflects an approved
expenditure budget of Kshs.157,969,689 and actual expenditure of Kshs.169,229,465
resulting to a net over-expenditure of Kshs.11,259,776 comprised of an over-
expenditure of Kshs.23, 189,059 on five (5) items and under-expenditure of
Kshs.1 1 ,929,283 on four (4) items

The net under-expenditure indicates that some of the activities and services budgeted
for under the five items may not have been implemented or completed.

1.2 Unbalanced Budget

The statement of comparison of budget and actual amounts reflects Kshs.178,000,000
and Kshs.157,969,689 in respect of approved revenue and expenditure budgets

luditor-General on Ki nyqga ll'dter and Sanitation Conpany Limited Jor the year ended

4
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respectively resulting to a budget deficit of Kshs.20,030,31 1. No explanation was
provided for the preparation and approval of a deficit budget contrary to Regulation
31(c) 0f the Public Finance Management (County Governments) Regulations, 201 5
which requires Accounting Officers to prepare balanced budgets.

Further, no records were provided for audit to confirm that the over-expenditure
totalling Kshs.23,189,059 was approved by the Accounting Officer, as required by
Regulation 43(2) ot the Public Finance Management Act (County Governments)
Regulations, 2015.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

2.0 lrregular Payments and Provisions

Examination of records on personnel costs revealed the following irregularities

luditor-(;eherol on Kirirry.l4a ll'utet and Sanitalion CompaO Limiled.for lhe year ended
30 Jtue. 20l9
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Conclusion

As required by Article 229(6) ol the Constitution, based on the audit procedures
performed, except for the matters described in the basis for conclusion on lav'rfulness
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 lavvfully and in an effective way.

Basis for Conclusion

1.0 Non-revenue Water

Examination of water production records indicated that the Company produced
6,166,164 cubic meters (m3) of water during the year under review. However, only
2,428,775 cubic meters (ms) or 39 % of the volume produced was billed to customers.
Therefore the balance totalling 3,737,389m3 or 61% of the production represented
Non{evenue Water (NRW). The NRW was 36 percentage points above the allowable
loss of 25% prescribed in Schedule E of the Water Services Regulatory Board
(WASREB) guidelines.

As a result, of the total production for the year totalling to 6,166,164 cubic meters (m3),

only 1,541,541m3 or 25o/o with potential revenue amounting to Kshs.87,266,636 at the
Company's average selling price of Kshs.56.61 per cubic meter was allowable loss.
The balance totalling 2,195,848 m3 or 36% with an estimated sale value of
Kshs.'124,306,955 was non-allowable loss. Therefore, both allowable and unallowable
NRW may have resulted in a loss of income totalling Kshs.211,573,591.

The large volume of NRW indicated that the Company's water distribution system was
inefficient, or water supplies accessed by a significant number of residents of the
County were not metered and paid for. ln addition to being a hindrance to profitability,
the perennial NRW losses may cause the operations of the Company not to be
suslainable.



2.0.1 Leave Allowance

Records on leave allowances reflected payments totalling Kshs.106,500 paid to ten
(10) employees. However, analysis of the payroll data indicated that the employees
were entitled to allowances totalling Kshs.43,500 only, resulting to an over-payment
of Kshs.63,000. ln the circumstance, the regularity of the overpayment could not be
confirmed.

Further, personnel records reflected budget provisions for leave allowance totalling
Kshs.4,934,037 payable to staff in lieu of leave not taken. However, the provisions
were made contrary to Chapter 10.2.1 of the Company's Human Resource Policy
Manual which forbids the accrual of annual leave days and prescribes that these be
expended within the year they fall due, or be forfeited.

Therefore, Management's action in setting aside the allowances may have breached
the Company's own policy on annual leave for staff.

2.0.2 MileageAllowance

Records on Board expenses indicated that mileage allowances totalling Kshs.584,814
were paid to two senior executives of the Company at Kshs.4O, Kshs. 140 and
Kshs.93,145 per month. Out of the total sum paid, Kshs.332,568 was paid to one of
the executives for six months. However, Section 6.9 of the Company's Human
Resource Policy and Procedures Manual provides that each executive is entitled to
mileage allowances payable at Kshs.30,000 per month and so the payment that
should have amounted to Kshs.180,000 over the six-month period was overpaid by
Kshs 152,568.

3.0 Failure to Surrender lmprests

Note 4 to the financial statements for the year under review reflects Kshs.124,686,843
in respect to receivables as at 30 June, 2019. The receivables balance includes un-
surrendered imprests totalling Kshs.8,825,713 outstanding since 2011. Failure to
recover the imprests contravened Regulation 93(5) of the Public Finance Management
(County Governments) Regulations, 20'15 which requires holders of temporary
imprests to account or surrender them within seven (7) working days after returning to
the duty station.

ln the circumstance, Management may have breached the law on administration of
imprests.

4.0 Lack of Ethnic Diversity

The Company's staff establishment at the time of the audit was comprised of 1 57 staff,
out of whom three (3) were recruited during the year under review. However, the three

Report o/ the Auditor-Generql on Kirinyagq ll'ater and Sanitalion Conponf Limiled lor the year ended
30 June. 2019

6

ln addition, the payments totalling Kshs.584,814 were not subjected to Pay-As-You
Earn (PAYE) tax contrary to the Kenya Revenue Authority (KRA) circular reference
1005/1 dated 1March,2017 which classified mileage allowances as employment
income on which PAYE was chargeable. The omission was not only irregular but could
result in the Company being penalized for failure to adhere to tax laws.



were from the ethnic communrty dominant in the County contrary to Section 65(1Xe)
of the County Governments Act,2012 which requires that at least 30% of vacant posts
at entry level to be filled by candidates who are not from the dominant community in
the County.

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 transactrons 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 evrdence 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 matters described in the Basis for Conclusion
on Effectiveness of Internal 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

1.0 Lack lnformation and Communication Technology Policy

Audit review of the lnformation Technology Communication (lCT) activities indicated
that the Company had not set policies to guide its use of ICT resources. The policy
would address among other important issues, acquisition of resources, data security,
business continuity and disaster recovery procedures among other matters.

As a result, the Company's data may not be secure and its ICT resources may not be
procured and used effectively.

2.0 Lack of a Fixed Assets Register

Contrary to Section 149(2)(o) of the Public Finance Management Act, 2012, the
Company did not maintain an asset register for its property, plant and equipment
valued at Kshs.84,446,338 as at 30 June, 2019.

ln the circumstance, the Company was in breach of the law and its fixed assets were
not managed in an accountable and effectrve way.

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
effective processes and systems of internal control, risk management and 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 Companies Act, 2015, I report based on my audit, that.

luditor-General on Kirinyaga ll'ater qnd Sanillalion Cornryny Liniled lor the year ended
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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.

in my opinion, adequate accounting records have been kept by Kirinyaga
Water and Sanitation Company Limited, so far as appears from the
examination of those records, and,

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

Res ponsibilities of Management and the Board of Directors

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

ln preparing the financial statements, Management is responsible for assessing the
Company's ability to continue as a going concern, disclosing, as applicable, matters
related to going concern and using the applicable basis of accounting unless
Management is aware of the rntention 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 presentataon of the financial
statements described above, Management is 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.

The Board of Directors is responsible for overseeing the Company's financial reporting
process, reviewing the effectiveness of how the entity 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 Audit

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 audat report in
compliance with Article 229(71 ot 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

Report of the Auditor-General on Kirirryagd lrbter and Sdnitalion Company Limited lor the yeor enfud
30 June. 2019
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or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these financial statements.

ln 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
Constilution and submit the audit report in compliance with Article 229(7) of the
Constilution.

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 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 Constitutton.
My consideration of the internal control would not necessarily disclose all matters in
the internal control that might be material weaknesses under the lSSAls. 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 flnancial statements being audited may occur and not be detected within a timely
period by employees in the normal course of performing their assigned functions.

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

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

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

luditor-Gererol on Kirinyaga ll'ater and Sanilation Conpany Linited for the year ended
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Evaluate the appropriateness of accounting policies used and the reasonableness
of accounting estimates and related disclosures made by the Management.

Conclude on the appropriateness of the Management's use of the going concern
basis of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the Company's ability to continue as a going concern or to sustain its services. lf
I conclude that a material uncertainty exists, I am required to draw attention in the
auditor's report to the related disclosures in the financial statements or, if such



disclosures are inadequate, to modify my opinion. My conclusions are based on
the audit evidence obtained up to the date of my audit report. However, future
events or conditions may cause the Company to cease to continue as a going
concern, or to sustain its services.

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 signiflcant
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 communicate with them all relationships
and other matters that may reasonably be thought to bear on my independence, and
where applicable, related safeguards.

CPA N CBS

Nairobi

1'l January, 2022

Repo of the .4uditor-General on Kirirryogq U'ater and Sanitotion Conpant, Li,nited lor the yeor ended
30 June. 2019

10

AUDITOR.GENERAL



KIRINYA A WATER AND ANITATION COMPANY LTD

ANNIJAI, II PORTS AND FINANCIAL STA'IEMIIN'TS
FOR TTIIi Y R ENDED 30III .IUNE,20I9

NOl'ES 2018/2019 20t1lz0t8
e (d) t 4t ,455 ,'7 63 .00 144,701 .265.00Water sales

1,277,000.00Reconnectior fee e (e) I ,578,100.00
e(0 172,824.00 345,648.00GOK Crants

t0 t7 ,228,16t.00Other Incom 2,253,262.00
Tender fees, s

firewood and
ale ofjericans,
capital works ll 3,7 l 7,000.00 4,010,000.00

169,850,748.00 152,894,275 .00

EXPI,]NI)ITI lRI
)2 85,171 ,t77 .00 79,382,593.00

Directors Cos s t3 6,293,606.00 t,857 ,57 5

t4 2t ,637 ,853.00 20,72s,280.00

Operation & lt {aintenance Costs l5 42,158,039.00 46,161,133.00
l6 4,4 10,609.00Provision fbr lepreciation 4,095,41 8.00

Amortizatiol'l )f intangible assets l7 3r9,702.00 419,314.00

l8 8,470,482.00Water RJgulatory Board Levies

l9 167,996.00Finance Costs 160,759.00

169,229,163.00TOI'Al. 1s2,862,072.00

62 I,285.00
(DBFrCrrysr
I}EFORE TA,

JITPLUS
( 32,203.00

l9 186,386.00'I ax
JITPLUS AFTEIT

134,900.00 32,203.00
(DEFICITYSI
TAX

2t

I I.I S'IA'I'I,]MEN'I OF PITOFI AND LOSS AND O'THEI{ COMPITI|HENSIVE INCOME FOII'fTII
YIiAII TiNDED .]Ot.II JtJNE. 20I 9

IIEVI'N I.IES

Person nc I Coits

Administration Costs



KIRINYA A WATER AND SANITATION COMPANY LTD

PORTS AND FINANCIAL STATEMENTSANNUAL
FOR TTIE

The financial latem crc it

ng Di tor

AIT DNDED 3OTII .IUNE,20I9

pprovcd by the Board on aOioll2sltro ?Ol9 antl signedonits behatf

ead of Financc Cha {) thc Boanl

Namc: Joyce Mugarnbi
rcPAK M/No t q65d

22

Notcs 2018t2019 2017t2018
KShs KShs

ASSETS
rt AssetsNon-Cu rrcr

2 84,446,338 77,986,560Properties, I lant and Equipment
640.365Intangible A sset 2.a 960.067

85,086,703 78,946,627
Current As icts

r Equivalents 19,0 r 3,61 s 2 I ,795,081Cash & Casl
5 13,456,792Inventories 9,236,429
4 106,530,995Receivables

t57,,157,251 137,562,505
TOTAL ASSEl-S 242,243,953 216,509,132

ES AN! JQUITYLIABILITI
Non-Cu rrel rt l,i:t bilitics

0Long term Loan

Current LirLbilitics
ae 147,518 147,518Short term L oan
7 29,s84,620 26,800,720Customer D )poslts

2,936,486 1,866,958Prepayment!
9 93,569,97s 80,397,703Creditors & Accruals

8,262,545 0omc
186.386

Deferred lnc
Taxation

0)unt (Cooperative Bank) 860,324Current Acc,
0 0)unt (Equity Bank)Cunent Acc,

134,687,530 r10,073,222TOTAL LI, \BILITIES
EQUITY

2t 43,587 .914 43,587 ,914Capital Resr )rves
22 58,203.417 58,687,435Capital Grar rts
23 s.765.092 4.160.s60Revenue Ret ierves

107,s56,422 106,435,909Total Equity
242.243.953 216,509.132TOTAL

IIII

T e: Ephan Mai Name: Fidesius Nyaga

I

I2.2 STATEMENT OF FINANCIAL POSITION AS AT 3OTII JUNE 20I9

6

124.686.843

0

8

0

!



KIRINY GA WATEIT. AND SANITATI N COMPANY LTD
ANNUAL
FOR THE

ORTS AND FINANCIAL STATf,Mf,NTS
ENDED 30rrr .IUNE, 2019

Tota I

Capital
G rants

Revenue
rescrvcs

Capital
rcservcs

KShsKShsKShsKShs

45,263,279 7 | ,827 ,059(17,024,134\43,587,914r at I July 2017Birlance a

1) ?n1
0

32,203,ss) for the yearProfit / (Lr
0

13,424,15613,424,156Capital Gr rnts
0

21,152,4912l,t52,491adiustmentsPrior year

106,435,909s8,687,43s4,160,56043,587,914
; at 30 JuneBalance ar

2018

r 06,435,90958,687,4354,160,56043,587,914r at I July 2018Ila lance a
0

434,900434,900
'ss) 

for the yearProfit / (L(
0

0tntsCapital Gr
0

(484,019) (484,019)
on of capital

I

Amortiza

1,169,632I,169,632adiustmentsPrior year

107.556,42258,203,4175J65,0243,s87.914
; at 30 JuneBalance a

2019

23

I2.3 STATEMENT OF CHANGES IN EOUITY FOR THE YEAII ENDED 3OT'I JUNE 20 I9

0



KIRI GA WATER AND SANITATION COMPANY LTD
PORTS AND FINANCIAL STATEMENTSANNUAL

FOR THE ENDED 3OTII JUNE,20I9

I2.4 STA MENT OF CASTIFLOWS FOR THE YEAR ENDED 3OTIIJUNE 20 I9

Balance

2018/2019 201712018
Notes Kshs

Cash llo'* liorn Opcre.tin{ Activitics
621 ,285 32,203(Deficitl / surplus for thc ycar

4,4 r 0,609r for Depreciation 4,09s,4 r 8Provisior
319,702Amortiza .ion of intangible Assets 419,314

I ,566,051 1,847 ,440Provisior Ls for Bad Debts
(4 84,019) (606,503)Amortiza tion of capital Grants
1,t69,632Prior yea r ad justment 2I,152,491

7,603,260.24 27,000,363

cnts for rvorking capital changcs:4!ius1u
(19,72t,899) (22,231,668)(lncrease l/Decrease in Receivables
(s,972,942) {18,2s6,097)(lncrease) /Decrease in WIP
(4,220,363) 855,ttl(lncrease l/Decrease in Inventorics

2,783,900'Decrease) in Customers Deposits 2,595,295Increase/

r,069,528
t3,172,272 2,054,868

39tJ2'
Increase/
debtors)
Increase/

lDecrease) in Prepayments(i.e prepaid

iDecrease) in Creditors & Accruals
8,262,545'Decrease) in deferred income 0Increase/

-860,324 (3,7 4t,633)Increase/ 'Decrease) in Current account Co-op Bank
0 (786,023)Increase/ Decrease) in Short term Loan
0 (32s,473)increase/( Decrease) in Current account Equity Bank

(5,487,280.76) (40,143,349)in workinq capitalChanges
?,115,979 (13,142,986)Cash ger erated from opcrrtio ns

v from Invcsting Activitics:rsh flot
7 (4,897,446) (4,488,340)Purchase of property, plant & equipment

0 0Purchase of intangible asset

(4,897,446) (4,488,340)
generated from/(uscd in) investingNet Caslr

Activities
Cash flor

0
Activitiesln_Fv from Finar,c

(2,781,467)

14.030,660

(3,600,666)

Grants
Net Incrr
Equivaler

:ase/(decrease) in Cash and Cash
rts
lCash ivalen ts at Year EndCash an

2t,795,082 25,395,748.00rt the start of thc ycar

6 19,013,615 2l,79s,081.556

24

Kshs

Adiustments for:

Ealance as at 30 June 2019



KIRINYAGA WATER AND SANITA'TION COMPANY LTD
ANNUAL REPORTS AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED 3OT'IIJUNE,20I9

I2.5 STATEMENT OF COIVIPARISON OF I}UDGET AND ACTUAL AMOUNTS FOR THE
Pf,RIOD ENDED 30 JUNE 20I9

2018/2019 2018/2019

PERFORMANCE
DIFFERENCE

156,000,000 147 ,455,'t63 8,544,237

Reconnection fee 4,500,000 t,271 ,000 3,223,000

GOK Grants 0

Other lncomes t7,500,000 -3,445,161

TOTAL INCOMI' t 78,000,000 169,850,748

EXP ENSES

Personnel cost 19,264,528 85,771,n7 -6,506,649

-2,'743,6063,550,000 6,293,606

Training apd capacity bu ilding t,500,000 692.690 807,3 l0
Administration costs

Rental/leases 324,600 5,400

Email & Internet Expenses 7 00,000 618,219

Postagc & 1'elegram Expenses 700,000 s46,660 153,340

Library expenses I 10,000 65,400

Telephone Expenses 1,980,000 I,319,359 600,64 I

Insurance of Motor Vehicles & Other
assets

200,000 9 t ,127 t08,213

Staffs Medical Cover 5,7 t2,000 5,t02,407 609,593

ACM expenses l,000,000 0 1,000,000

250,000 0 250,0e1

200.000Review of Policies(pro poor ) 200,000 0

500,000 I I 1,684 188,3 l6
Public Relations 716,020 -376,020

Staff Placement 650.000 5 84,700

Staff Welfare 88 r,280 987,325 - 106,045

Stafl Meetings 400,000 0 400,000

Advertising and publicity s00,000 143,360 r s6,640

Publishing & Printings 350.000

Travelling & Accommodation 4,1 66,089 4,406,601 -240,5t2

20t8t2019

REVENUtr BUDGEl' ACTUALS

Water Sales

t 72.824

20,945, t6l
8,322,07 6

Directors cost

110,000

21,72t

44,600

Rene.val of water tariff

Stationery

400,000

65,300

485,959 -135,959



ANNUAL REPORTS AND FINANCIAL STATEMENTS
FOR TI{E YEAR ENDED 3OTH JUNE,2019

I I.5 STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS FOR TIIE
PERIOD ENDED 30 JUNE 2019 Continued.....

BT]I)GfT ACTUALS
PERFORMANCE
DIFFERENCE

legal charges r,000,000 1)1 1)t 277,279

Debt Collection 200,000 0

Security Expenses 4,680,000 4,393,160

464,000 464,000 0

Administration costs Sub total 20,915,162 1,428,207

Operations costs 0 0

Computer Expe!ses 3 50,000 -200,560

Computer software maintenance 200,000 261,000 -61,000

Computer servet maintenance 100,000 33,900

Upgrading of LAN and
maintenance of Website

200,000 222,578 -22,578

Uniforms 400,000 248.907 l 5 1,093

Spofts & games r,500,000 t,653,530 -153,530

Electricity for productions 4,400,000 2,981,260

Electricity for Lighting 620,000 603,909 16,09 r

Water bill 200,000 600 r 99,400

Maintenance of fumiture and
fittings

400,000 15,040 384,960

Chemicals 5,760,585 4,272,082 1,488,503

Transport fuels and diesel 2,662,443 3,083,032 -420,589

Subscription to
(WASPA)NEMA/WRUA 1s0,000 8s,000

Water Permits and subscriptions
(WARMA Levy)

2,264,000 -3,399,970

Operations costs Sub total 19,,207,,028 -468,340

Maintenance cost

Transport operating expenses t,370,000 t,267,262 102,138

300,000 97 ,420 202,580

Office Repairs, Painting &
Renovation

450,000 270,606 t79,394

Maintenance of Meters 300,000 0 300,000

/t\

200,000

286,240

Provision for Audit fees

25373,369

550,560

66,100

I ,4 r 8,740

65,000

s,663,9'10

19,675,368

Transport hire and machinery



KIRINYAGA WATER AND SANITATION COMPANY LTD
ANI\ruAL REPORTS AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED 3ONIJUNE, 2019

BUDGET ACTUALS
PERFORMANCE
DIFFERENCE

Maintenance of plant equipment 250,000 36,050

Cleaning Materials 4 80,000 I 10,923 369,077

r00,000

KEBS levy 3,000,000 0 3,000,000

Water supplies rehabilitation
augmentation & maintenance works

6,992,520 3,779,233 3,213,281

Rerouting of pipeline network 500,000 35't)266 148,734

Rerouting ofpipeline
network(KeRRA)

0 13,788,438 - 13,788,43 8

Rerouting of pipeline
network(Mwea Makima)

0 I, r 89,454 -1,189,454

0 1,566,05 I

Maintenance cost Sub total 22,482,673 -8,740,I 53

0peration and Maintenance costs
Total

42,158,041 -9,208,493

Provision for Depreciation 0 4 4 l0 609

Amortization of intangible assets 0 319,702

Water Regulatory Board Levies 15,000,000 8,470,482

Finance cost 332,244 t67,,996 164,248

Total Expenditure 157,969,689 169,229,165 -11,259,776

Surplus(Deficit) 20,030,31 I

27

1I.5 STATEMBNT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS FOR THE
PERIOD ENDED 30 JUNE 2019 Continued........

I

:

l
l

l

213,950

Pit Latrine construction 25,970 't4,030

Increase(Decroase) in Provision for
bad debts

- 1,566,05 I

13,7 42,520

32,9,r9,548

-4,4t0,609

-319,702

6,529,51 8

62i283



KIRINYAGA WATER AND SANITATION COMPANV LTD
ANNUAL REPORTS AND FINANCIAL STATEMENTS
FOII TTIE YEAR ENDED 3OTIIJUNf,, 2019

NOTE TI,IN FINANCIAI, S'I'ATEMITNTS

EIIAL INFOIIMA'I-I0N

significant impact on the entity's financial statement as Kirinyaga Water and

pany has been preparing its financial statements in accordance to IFRS.

I

STO

GEN

Kirinyaga l ater and Sanitation Company is a Water Service Provider Company Limited by
guarantee agd incorporated under the Companies Act Cap 486 ofthe laws ofKenya.
KIRIWASCO has been mandated through a Service Provision Agreement (SPA) to carry out water
and sewerage services ir, both urban and rural areas of Kirinyaga County. The Company takes

charge of prl

water and s

Govemmenl

The principt
and affordal

tblic resources in order to provide quality, affordable, reliable, sustainable and portable

rewerage services in the target community. KIRIWASCO is jointly owned by the

t of Kenya, County Government of Kirinyaga and the Local Community.

al activity of KIRIWASCO is to ensure efficient and sustainable provision of quality
,le water and sewerage services in Kirinyaga County and pa(s of Embu County

2. STATEMENT OF COMPLIANCE AND BASIS OF PR]]PARATION

The Financial Statements have been prepared in accordance with Intemational Financial Reporting

Standards (FRS) under the historical cost convention.

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

functional afd reporting currency of the company.

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

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

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

The Public Finance Management (PFM) Act 201 2 Section I 92 provided the setting up of the Public

Sector AccoUnting Standards Board (PSASB). The Cabinet Secretary National Treasury, gazettted

members of the Board through Gazette Notice No. I 199 of 28 February, 2014. Following the

Board's appioval on the adoption of the Intemational Financial Reporting Standards (IFRS) for

state organs operating as Commercial Business Entities and The International Public Sector

Accounting Standards (IPSAS) for non-commercial entities, the pronouncements made by the

board hav

Sanitation

e

n1

1a



Sector Accoi

mcmbers of

Board's appr

KIItINY GA WATER AND SAN ITATION COMPANY LTD
ANNUAL ORTS AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED 3OTH JUNE, 20I9

NOTES TO THE FINANCIAL STATEMENTS Continued.."'

3. APPI-ICATION OF NEW AND III,VISED INTEIINATIONAL FINANCIAL
ITEPOITTING STANDAIIDS (IFITS)

The public Finance Management (PFM) Act 201 2 Section I 92 provided the setting up of the Public

unting Standards Board (PSASB). The Cabinet Secretary National Treasury, gazelled

the Board though Gazette Notice No. I I 99 of 28 February, 2014. Following the

roval on the adoption of the Intemational Financial Reporting Standards (IFRS) for

state organs operating as Commercial Business Entities and The lnternational Public Sector

Accounting Standards (IPSAS) for non-commercial entities, the entity has adopted the

pronouncements made by the IPSAS board in preparation of its current year financial statements.

Early adoPtion of Standards

The entity did not early adopt any new or amended standards in Financial Year 2018/2019

4. SUTVIMARY OF SIGNIFICANT ACCOUNTING POLICIES
(b) Revenue Recognition and treatment of Governmcnt (GOK) Grant

o WatEr sales
The company adopts the accrual basis of accounting for revenue. Revenue /sales is recognized

upon billing to the customers.
. (GOK) Grant

The amount of government grants comprises both capital and recurrent expenditure. The grants

have been recognized and accounted for as per IAS N0.20.

Revenue from Govemment grant has been recognized as income over a period necessary to match

it with the expenditure for the period it was intended to support (i.e. July-June 2018-2019).

Specifically this grant relates to salaries and no basis existed for allocating the grant to periods

oiher than ihe one in which it was received (i.e. salaries for ministry of Water and irrigation stalf
paid on behalf of The Company).Therefore grants in recognition of specific expenses ,ue

recognized as income in the same period as the relevant expense'

. Reconnection fee
Revenue is rccognized upon billing to the customers once their water is disconnected on ground.

o Miscellaneous
Relates to fUnds received for RFB project and payment ofcapital works on new connection

. OthGr incomes
Relates to $urcharges to customers on illegal connections, Amortization of capital grants and

commission

29



KIRINYAGA WATER AND SANITATION COMPANY LTD
ANNUAL REPORTS AND FINANCIAL STATEMENTS
FOR TIIE YEAR ENDED 3OT}I .IUNf,, 20I9

NOTES TO THE FINANCIAL STATEMENTS continued......

o Deierred Income
These relates to part of income that was paid as compensation by KeRRA to re-route pipeline to pave

way for roEds being constructed.
IAS 20-(Disctosure for Govemment Grant and Govemment Assistance) requires that government

grants be recognized in the profit or loss on a systematic basis over the periods in which the entity
recognizeS expenses for the related costs for which the grants are intended to compensate.

According to the revenue recognition principle, the defened income has been recorded as a liability
in the balance sheet.

(c) ProperS, Plant and Equipment
Items of property, plant and equipment are stated at historical costs less accumulated

depreciation.
Depreciatior is charged on a reducing balance basis over the estimated useful lives ofthe asset.

The annual rates ofthe depreciation used are as follows:
. Motor Vehicles/Cycles 25.0%
. Cornputer Equipment/Mobile phones 33.3yo

. Furoiture, Fittings and Oflice Equipment, Plant 12.5%

. Waler Meters 20.0%

. Doaers 12.5%

. Bicycles, Water Kiosk 12.5%

. Office building 2.00%
(d) Intangible Assets
intangiblJ assets relate to software applications and are amortized at the rate of
33.30io
(e) Invenlories
inventoriei are stated at the lower of cost and net realizable value. The cost of inventories

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

moving avorage price method.
(f) Trade Nnd Other Debtors
Trade and other debtors are stated at amortized costs less an estimate made for doubtful receivables

based on a review of all outstanding amounts at year end. The provision for doubtful debts is at

l0% and is applied to water sales customer debtors only.
(g) Taxation
ihe company is registered under the Company's Act Cap 470 ofthe laws of Kenya and is therefore

tiable to corporate tao< al 30oA of taxable income.

Judgment fs required in determining the tax liability due to the complexity of legislation. There

are many ti.ansactions and calculations for which tax determination is uncertain during ordinary
course of Lrusiness. The company recognizes tax liability for anticipated tax audit issues based on

estimates of whether additional tax will be due. Where the final tax outcome of these matters is

different from amounts that were initially anticipated, suoh dilferent will impact the income tax in

the period ln which such determination is made.

The calculation for corporate tax for the year 201812019 is as depicted in note 20.
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KIRIN GA WATER AND SANITATION COMPANY LTD
PORTS AND FINANCIAL STATf,MENTS
AR ENDED 30rtr JUNE, 2019

Ianagement
n provides details of the Company's exposure to risks and describes the method used
tagement to control risks. The most important type of financial risk to which the
exposed are:-

NOTES TO THE FINANCIAL STATEMENTS Continued........

nnd cash equivalent
poses of cash flow statements, cash and cash equivalents comprise of bank balances
:rm deposits net of banks overdrafts.

(h) Cash r

For the put
and short t(

(i) Risk N
This sectior
by the mar
company is

The compal
required me

(iv) Market
The compa
financial ye
the year.

(ii) Credit risk
To manago the level of credit risk, the company focuses on customer satisfaction as a key
perlbrmanoe indicator. It also maintains a short credit period.
Due to the nature of the company's activities credit risks concentrations are high and as such close
monitoring ofcredit relationships is carried out.

(iii) Liquidity risk
Liquidity risk arises in the general funding ofthe company's activities and in the management of
positions.

ry continually assesses liquidity risk by identifying and monitoring changes in funding
)eting business goals and targets set in terms ofthe overall company strategy.

t risk
ny had no any interest bearing financial instrument or obligation as at the end of
ar and there was no significant currency risk as no foreign transaction ensued during

AS AT 30.r'rr JUNE
2019

AS AT 3OT}I JUNE
2018

(i) Incorpo
1'he Compa

fi) Curren
The Financi

rration
hy is incorporated in Kenya under the Companies Act.

pv

lal Statements have been prepared using Kenya Shillings (KShs.)

CASH AT HAND 123,470.00 220,034.00
BANK BALANCE I 8,890,146.00 2t,575,047 .00

3t
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(k) Trade a

Trade and r

contractual \
whether bill

KIIIINY GA WATEIT AND SANITATION COMPANY LTD
ORTS AND FINANCIAL STATEMENTS

AR ENDED SOTII JUNE, 2OI9

ces rather than in money or cash terms. These donations include Motor bikes and
donated by Tana Water Services Board.

ANNUAL
FOR THE

and/or se

water me

THE FINANCIAL STATEMENTS Continued.......

rnd other payables
other payables are non-interest bearing, which is measured at the lair value of
ralue ofthe consideration to be paid in future in respect ofgoods and services supplied,
Bd to the entity or not, less any payments made to lhe suppliers.

(l) Compa tive figu res
Where comparative figures for the previous financial year have been amended or
reconfigure to conform to the required changes in presentation

ent evcnts(nr) Subscq
There have no events subsequent to the financial year end with a significant impact on the
Financial s ments for the year ended June 30, 2018

(n) In-kin contributions
In-kind co butions are donations that are made to the entity in the form of actual goods

(o) Rclate parties
pany is a limited company by guarantee established under the companies Act Cap 486

by Tana Water Services Board through a Service Provision Agreement (SPA).

Kev Man

pany is headed by the Board ofdirectors and corporate management team.

gement Compensation
IAS 24 req an entity to disclose key management personnel compensation in total and by
Category defined in the standard.

Other lle ed Pa I)isclos u res

The co
and lic
The co

2018/2019 20l7t20ttl
Manageme nt Salaries 6,926,889.20 s,916,000.00
Gratuity 2,548,252.00 2,197,820.00
Board Exp :nditurc 6,293,606.00 1,857,575.00

2018t2019 z0t7/2018

8,470,482.00 13,215,744.00Regulatorl board Levies
WASPA 85,000.00 85,000.00

5,663,970 2,067,570.00
WSTF- Fu nding 0 14,030,659.50

TWSB- Fu nding 0 0

345,648Govemmer rt Salary t72,824

32
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III.
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Board
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ORTS AND FINANCIAL STATEMENTS
ENDED 3OTII JUNf,, 20I9

TIIE FINANCIAL STATEMEN'[S Continucd......

es

apital reserves
erves represent net assets capitalized at the formation of the company and represent

values of those assets.

evenue reserves
reseryes represent the excess of the income over recurrent expenditure. This is as a

ulation ofsurplus and deficits over the years.

pital grants
ital grants relates to Motor bikes and water meters donated by Tana Water Services
also an amount of subsidy on a loan given to the organization under the "Maji ni

World Bank funded project and also funds from Water Sector Trust Fund(WSTF) for
ects as depicted in note 19. Amortization on these grants is calculated on reducing
s on cost over the life ofthe asset.

information
to reconcile the actual amounts on a comparable basis included in the statement of
ofbudget and actual amounts and the actuals as per the statement of financial performance

ented under section I1.5 ofthese flnancial statements.

,)

KIRINYAGA WATER AND SANITATION COMPANY LTD



KIRINYAGA WATEII AND SANITATION COMPANY LTD
ANNUAL REPORTS AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED 3OTH JUNE, 20I9

NOTES TO THtr FINANCIAL STA'I'EMENT Continucd

2 PIIOPEIiTY, PLANT & EQI]IPMENT SCHEDULE

COST

AT I July 2018

Add itions

Transfer

At 30 June 2019

ACC UM U LATED
DEPRECIATION

At I July 2017

Cha rge for the yr

At 30 June 20lE 4,011,195

ACCUM U LATED
DEPRECIATION

At 30 Ju ne 2018

Charge for the yr

Ar 30 June 2019

Totrl

96 903,731

22,744,43',

I19,648,16t

I I9,648,t 6t

I (r 10

130,51 55:

Kshr

37,566,r9(

J 095,41t

. 66t 60t

Ksh!

4l,661,60t

{ ,r 10,60!

{6 2l',

NET BOOK
VALUE

At 30 June 2019

Motor
Vehicle/
cycles

Water
Mctcrs

Office
Building

Com puters
& Mobile
Phones

Work in

Progress

furniture,
plant &
equipment

Kshs KshsKshs Kshs KshsKshs

J,812,829 29,962,342 4,517,930 7,391,115 Jl,J0l,.t08 17,889,477

18,256,097 0 42i.900 2,27 I ,340 01,791,100

4,5 r 7,9.10 7,823,645 35,574,748 l7,889,417s,623,929 48,2 t 8,439

Kshs Ksh sKshs Kshs

7,823,64s J5,574,74E t7,889,4115,623,929 48,2t8,439 ,t,5t 7,930

),361,696 01,524,250 5,972,942 5,500

7,821,6,15 .18,9.12,4 44 11,889,4777,I J8, r 79 54,19t,380 4,523,430

KshsKshs

6,369,637 21,416,84.1 1,554,79tJ,296,89r 0 2,928,021

363,502.00 2,43 t,58 | 326,694198,738714,904

0 3,126,765 6,731,139 25,848,425 1,881,485

Kshs Ksh s KshsKshs Kshs

6,731, t39 25,84E,425 I,8ti t,4850 3,t26;1651,0'n,195

272,627 2.6 t8,804 320, r60174,583t,024,416

3,30r,348 7,005,766 28,461,229 2,201,6455,096,21r {)

2,0sr,948 54,l9l,380 l,222,082 8t7,880 10,475,215 15,687,832 84,446,33t

2t8,439 1,391,165 IAt 30 June 2018 1,552,114 48
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090,s06 9,726,323 16,007,992 11,986,56(.

COST

AT I July 2017

Ad d it ions

Tra ns fer

At 30 June 20lE

Kshr

(

Kshs

(

KshsKshs

0

Kshs KshsKshs



KIITINY GA WATER AND ANITATION COMPANY LTD
ORTS AND FINANCIAL STATEMENTSANNUAL

FOR THE ENDED 3OTH JUNE, 2OI9

NOTES T THE FINANCIAL STATEMENTS Continued....'....

2a)INTAG E ASSETS

2018

COS't Intangible assets

2017 3,607 ,279AT I July
Additions

2018 3,607,279At 30 June

KshsCOST

2018 3,607 ,279AT I July

Additions
3,607,219At 30 Jun€ z0l9

Kshs
Amortizat
intangible

on for
assets

l0l7 2,t61,898At I July
479,3t4Chargc for 'the year

At 30.Iun( 2018 2 647 2|

Kshs
Amortizat
intangible

on for
assets

!018 2,647,211Al I July
3 t9.702Ch a rqe fot 'the year

2,966,914At 30 Jun( 20t9

NET BOO K VALUE
640,36sAt 30 Ju n( 2{\9

960,067At 30 .Iun
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KIRINY A WATEII ANI) ANITATION COMPANY LTD
ITTS AND ['INANCIAL S'IATEMENTSANNIJAL

FOR THE AR ENDED 30rrr .ruNE, 2019

NO'I'ES rhr FtxaNctAL STATEMENTS continued.........

WOITK PITOGIIESSS

'l'ota I 3,972.,942.00

r\MOUNTDIiSCITIPTIONDA'I'll,
CTIEQUE
NO

2,434,606.00t8 cHQ NO 241 Bellagio Consultant Itd10123/20

2,434,60s.90Bellagio Consultant ltdl8 clrQ No 245t2t2t 120

167,904.00Commissioner of income taxl9 crJQ NO247U14/20

935,825.60
Gravity Solutions Ltd-Sage Evolution
software6t28t20 l9 clrQ No 947

3. WORK IN PROGRESS

Work in progress relates to an ongoing construction of Wanguru Decentralized Treatment Facility
not yet been commissioned and accounting software which is under implementation.

Below is a $chedule of work in progress;
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ANNIIAI,
FOR'tIIE

PORTS AND FINANCIAL STATEMENTS

NOTES T TIIE FINANCIAL STATEMENTS Continued......

ENDED 3OTH JUNE, 20I9

2017 t2018

KShs KShs
J

Tn lde receivables 124.824,656 109,164,1 49
L ss provisions for bad debts l0% ofclosing

civables -12,482,466 -10,916,415
112,312,190.3 98,247,734

Sa lary Advances 1.127 ,826 I ,361 ,849
Sti tff loans 170,1l4 t70,1t4
Str rff Debtors 8.825,7 r 3 6,390,708
Cc 0mmissioner of lncome Tax 34,529
Po st Banl account 0 270,063
Ite ntal prepaid s6,000 56,000
Cc

ST

r-op Bank(water supply)-Collateral for
A 2, 165,000

124 686 {143 106,530,997
l In ventories

CI emicals r ,I 07,655 l3 8,848
M ctor Vehicle/Cycles Spares 13l,s44 200,24s
M :ter Maintenance/Scrap 3,22t,337 3,524,033

ater Supply Rehabilitation 8,466,681 5,071 ,8 I 8

Br rildings Repair & Renovation 58,71 9 l0 l ,485
CI eaning materials 30,390 0

440,466St Itionery 0

0

13,456,792 I 23 129
6 Cr rsh & Cash Equivalent

CiLsh at bank

Sz vings Account (Cooperative Bank) t r,662,052 10,9t 1,343
Cr rrrent Account (Cooperative Bank)

6,395 0
Current Account (Equity Bank)

455,865. l0 849,63t.56
(Cooperative Bank) 4,320,094D 9,4'76,705

0Cr p Bank(water supply) 0

t Account (Equity Bank-KeRRA) I,234,869 0C
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I

ORTS AND FINANCIAL STATEMf,NTSANNUAL
FOR THE AR ENDED 30]II JUNE, 2OI9

NOTES T THE FINANCIAL STATEMENTS Continucd......

Pos t Bank account 230,790
K-I Lep bank-Loan Liquidation Account 0 0
K-I Lep bank-Savings 0 0

512,184K.I lep bank-Current 20,404
tune Sacco

0
For

0
Mp esa

467,297 316,963
h in hand 123.470Cas 220.034

19,013,615 2l,795,081

;tomers Deposits 29,584,6207 Cur 26,800,720

tt Pre payments
Pr 'epayments relates to debtors (water sale

customers) with credit balances
2,936,186 l,866,958

9 (a) Crt d itors and Accruals
87,172,355Tra Ce Creditors 16,919,440

Pa) roll deductions t8,344,118
Acr rrued Interest 0

1,463,s83Grz tuity l ,136,656
Ler les

Act rrued leave allowances 4,934,037 3,227,863
93,s69,975 80,397,699

8,262,545e (b) Del brred Income 0

Tht
asI

rse relates to part income that was compensated by KERRA to reroute pipeline
oad being constructed on the coming years

9 (e) Shc rt term loan t47,5t8

Lor g term loan 0

Cur rent Account (Cooperative Bank) 860,324

rent Account (Equity Bank) 0 0Cur
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KIRINY GA WATER AND SANITATION COMPANY LTD
ANNUAL
FOR THE

ORTS AND FINANCIAL STATEMEN'tS
AR ENDED 3O,IX JUNE 2019

IN COME(GROSS TURNOVER/SALES)
e (d) w tter Sales t47,455,763 144,707,265
9(e Reconnection fee |,277 ,000 1,410,s00
e (f) G( )K Crants 172,824 345,648

l0
Mi scellaneous Income 1,685,886
Su :charges/lllegal connections 730,3 l5 161,600
Int erest Eamed 0 0
Anrortization of capital grants 484,01 9 606,503
Sic lan commlsslon (32,5 l l ) -39,127
Ke RRN 13,788,438
ItFB Prolect 2,257,900

il Tender Fee ,Sale ofjericans, sale of firewood
and capital works
Tender Fee

Sal e of.jericans
surcharges for laptop
Ca :ital works 3,7 t7 ,000 4,0 r 0,000
l'c ITAL INCOME 169,850,7.r8 152,894,275

tix .PENDI'TURE
t2 t, t.lRSONNEL COSTS

Ret gular Salary 81,700,794 68,383,396
Go 345,648
Ca: 7,878,t29
Gri

vernment Seconded Staff salary

rtuity
;ua[ Wages

2,548,252 2,19-/,820
Sta ff bonus 583,300 577,600
Na ;ional industrial training 154,017

584,8 l4Mi ,eage allowance
TC ITAL PIlRSONNEL COSTS 85,771,t71 79,382,593

l3 l)t IE,CTORS COSTS
Bor rrd meetings & conferences 5,062,396 | ,857 ,57 5

Bor rd Tour 623,100
608,1l0Bor rd insurance cover

TOTAL DIRECTORS COSTS 6,293,606.00 I,857,s75.00

,I'R AINING RXPENSESl1.a
ining Allowances(Capacity Building) 6s6,290Tra 1,410,836

Sut scription fees 36,400
TOTAL TRAINING EXPENSES

692,690 l,410,836
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KIRINY GA WATER AND SANITA'IION COMPANY LTD
POII.TS AND FINANCIAL STATEMENTSANNUAL

FOR THE R ENDED 3OTH JUNE, 20I9

NOTES'I' THE FINANCIAL STATEMENTS Continued......

l.t.b
324,600tallleasesIt 278,200

L I & Intemet Expenses 678,219 752,108
tage & Telegram ExpensesI' s46,660 t22,410

65,400Li rary expenses | 17,620
I,379,359 2,052,260

91,127
urance of Motor Vehicles & Other assets and
rdical Cover

lephone Expenses

3,9s0,742
.ffs Medical Cover 5,t02,407

0iM expenses 333,696
Re newal of water tariff 0 0

view of Policies(pro poor & occupation) 0 0Re

I I 1,684Stz rtionery 350,703
776,020[)u blic Relations 20s,9s0

65,300
0

Stt ff Welfare 987,325 1,228,0'72

0 232,50sStr rff Meetings

343,360AC 688,201

485,9s9 298,ss8Pu

4,406,601'I'n

lvertising and publicity
blishing & Printings
rvelling & Accon'imodation

722,721

4,977,683
498,569l"t ial charges

l)r bt Collection 0 134,500
4,393,7 60 4,596,340Se curity Expenses

Pr, :vision for Audit fees 464,000 464,000

20,9.15,163

't( )TAL ADMINISTRATIVE COSTS
21,282,137

21,637,853 22,692,973
T(
E)

)TAL ADMINISTRATIVE & TRAINING
(PENSES COSTS

2017t20t8
KShs KShs

o ,ERATION COSTS
550,560 330,235C( )mputer Expenses

26 r ,000 98,600C(

33,900

rmputer softv, are maintenance

)mputer server maintenanceC(

40

A I)MINIS'TRATION COSTS

Staff Placement

2018t2019

15. a

I

I
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KIITINY GA WATER AND SANITATION COMPANY LTD
OIITS AND FINANCIAL STATEMENTSANNUAL

FOR THE R ENDED 30rtr JUNE, 2019

NOTES TO THE FINANCIAL STATEMENTS Continucd......

Upgrading of LAN and maintenance of
Website 222,578 0

Un fomrs 248,907 860,8 s 5

1,653,530Sp ,rts & games I , 184,040
Ele ctricity for productions 2,98t,260 4,223,752

603,909Ele ctricity for Lighting 642,882
Wa tcr bill 600 257,180
Ma ntenance of fumiture and fittings 15,040 69,295

4,272,082Chr :mioals 3,17 6,t24
Transport fuels and diesel 3,083,032 2,185,4t0

85,000
Su
A

rscription to Water Services Providers
ociation (WASPA),NEMA/WRUA 85,000

Water Permits and subscriptions (WARMA
Levy) s,663,970 2,067,570

TALOPERATION COSTS 19,675,367 15,780,943TO
15. b

Tra nsporl operating expenses 1,267,262 |,372,342
97,420 103,400'fra

270,606olr 368,086
Ma

nsport hire and machinery

ice Repairs, i'air.ting & Renovation

intenance of Meters 0 102;600

36,0s0 2t6,134Ma inlenance of plant equipment

lL0,923Cle aning Materials 487,2t3
Pit Latrine 25,970
KE BS levy

3,779,233 7,744,t78
Water supplies rehabilitation augmentation
& maintenance works

351,266 455,300Rer 'outing of pipeline network
13,788,438Rer outing of pipeline network(KeRRA)

r,189,454Rer
Ma

outing of pipeline network(Mwea
kima)

1,566,0s 1 1,847 ,440
(Decrease) in Provision for bad

on for accrued NSSF PENALTY
de
In

2,509,760

ITAL MAINTENANCE COSTS 22,482,671 15,207,053TC
42,158,039 30,987,996TC

M;
ITAL OPERATION &
l'INTENANCE COSTS

4t

MAINTBNANCE COSTS



KIRINY GA WATER AND SANITATION COMPANY LTD
RTS AND FINANCIAL STATEMf,N'tsANNUAL

FOII THE AR ENDED 3OT'I JUNE, 2019

NOTES't T[IE FINANCIAL STATEME,NTS Continued......

,vision for Depreciation 4,410,609 4,095,418l6 Pr<

319,702 479,314An rortization of intangible assetst7

8,470,482 13,215,744l8 Wi rter Regulatory Board Levies

l9
t67,996 132,540Ila nk Charges

0 28,219[.oan interest

thholding Tax

160,759TAL FINANCD COSTS 167 996

20

't'

lorporation tax

r86 386rrovision for the year

86I 6

Kshs2t
43,581 ,914Balance as at I July 2018

43,587,9t4Balance as at June 2019

Kshs22 CaDital Grants
5 8,687,43 5Balance as at I July 2018

0Capital Grants additions

-484,0t9Amortization of capital grant

58,203,417Balance as at 30 Junc 2019

Revenue Rescrves23

4,160,560Balance as at I July 2018

434,900profit for the year

1,169,632Prior year ad justments

5,765,092Bahncc as at 30 Junc 2019
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KIRINYAGA WATER AND SANITATION COMPANY LTD

No Audit
Query

Query Details

I Custo
Depo

rmers

sit
As previously reported, the
statement of financial position
reflects customers deposit balance
of Ksh 26,800,720.00 as at 301h June
2018. However, no listing of
customers was provided to support
the water deposit balance.
Consequently, the completeness and
accuracy of the customers deposit
balance of Ksh 26,800,720.00 as at
30tt' June 2018 could not be
confirmed.

2 vablesRece I As previously reported, the
statement ol financial position
reflects reoeivables balance of
Ksh. 106,53 0,997.00 as at 30th June
2018 net of provision for bad debts
of Ksh.10,916,415.00. However no
aging analysis was provided
showing how long the debts were
outstanding and thus to ascertain the
validity of the provision made.
Consequently the accuracy of the
receivables balance of Ksh.
106,530,997.00 as at 30th June 2018
could not be confirmed.

ANNUAL
FORTHE

PR

REPORTS AND FINANCIAL STATEMENTS
\.EAR ENDED 3OTII JUNE,20I9

ON FOLLOW UP ON AUDITORS RECOMMI'NDATION

Progress 0n Auditors
Recom mendation

Receivables balancc of Ksh.
106,s30,997.00.00

A detailed listing of customers deposit
exist that amounts to Ksh 26,800,720.0{
as at 3Orh June 201 8

I'lowever, the available bank balance as
at 30rr'June 2018 is 10,911,343.00 the
difference of Ksh. I 5, 889,377.00
includes money borrowed by the
Company from the customer deposit
accounl. The Company has reported thir
amount in the Financial statements as a
long term debt. Also a payment plan is
in place and Ksh.450,000.00 is refunder
monthly through a bank standing order.

The Provision for bad and doubtful debt
Ksh 10,916,415.00 of t0% ol th
outstanding trade debtors of Ks
106,530,997.00 as at 3Oth June 2018. r
debtors listing amounting to the same i
available.
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KIRINY GA WATEIT AND SANITATION COMPA NY LTD
ANNUAL
FOII, TIIE

PORTS AND FINANCIAL STATEMENTS
EAR ENDED SOTII JUNE, 2OI9

Accounted

Capital Grants of Ksh 58,687,435.00 as a

30th June 2018

Capital grants As At 30th June 2018 is
reported as Kshs.58,687,435.00 in the
Financial statements. The stated balance of
Ksh.45,263,278.00 is balance as at 3Orh

June 20 I 7.

During FY 2017 /2018 an addition of
Ksh. I 3,424,156 was registered which
relates to funds received as donations from
Water Sector Trust Fund (WSTF) for the
Decentralized Treatment Facility (DTF) an
Wanguru Water Supply Steel Tank project:
Details ofthe grants are available.

flow the Grants were accounted for in
the fi nancial statements.
The capital grants have been accounted for
as per the statement of change in equity Ks
58,687,435.00.

rsa tteMKey Aud t

Un
For
(UFw)

Water
During the year under review,
the Company produced
5,939,534 M3 of water.
However, out of this volume,
only 2,412,5 I 8M3 were billed to
the customers. The Balance of
3,5275,0t6 Mr or
approximately 59%o of the total
water produced represented
unaccounted for Water (URW)
which is 34%o over and above
the allowable 25% in
accordance with Water Services
Regulatory Board Guidelines.
The UFW of 59o/o may have
resulted in loss of sales

4 Capital Grants As previously reported, statement of
financial position reflects capital
grants of Ksh 45,263,27 8.00 as at
30tl' June 2018. Included in the
figure, is amount of Ksh 45,263,278
that the company didn't explain the
source and details of the grants and
how they were accounted for in the
financial statements.
ln thc circumstance the accuracy
and completeness of the capital
grants balance of Ksh 58,687,435.00
as at 30th June 2018 could not be
confirmed.

1.0 High NRW of 597o

The Company has laid out
strategies to control the NRW to
Acceptable levels. These are such
as: -

I . The Company has formulated
a NRW reduction Plan. The
Company is also adopting the
NRW management guidelines
developed by WASREB

2. We are reviewing our Water
tariffs to introduce stiff
penalties to those caught
taking water illegally.
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estimated at Ksh 208,1 17,287.
The significant level of NRW
may negatively impact on the
company profitability and its
long term sustainability.

3. Through the ADB Lot I
Project, the Company will
rehabilitate Ndia Water
supply. Some of the
dilapidated water
infrastructure will be
renewed.

4. Other proposal in place for
rehabilitation are:-

i) Reticulation System of
Kerugoya Town

ii) Reticulation System of
Kutus Town

i ii) Reticulation System
of Sagana Town

iv)Reticulation System of
Kagio Town

v) Reticulation system of
Kando u Town

The statement of Comprehensive
income reflects personnel cost
balance of Ksh 79,382,593 lor the
year 30th June 201 8 ot 52%o ofthe
total expenditure of Ksh
152,862,072 which is l2%ohigher
than the recommended ratio of
40Vo in accordance with the
U/ASREB guidelines. The excess
personnel cost of Ksh 9,525,911
may negatively impact on the
Company profitability and
sustainability of services if
measures are not put in place to
contain the cost within the
acceptable levels.

WASREI] Regulations on
person nel cost

l. The Company has
undertaken a stalf work
load analysis by
restructuring the company
organization structure and
carrying out rightful staff
placement.

2. The Company has also
reduced the number of staffs
from 172 to 158 No. so as to
reduce the personnel cost as
a percentage of Operation
and Maintenance cost.

3. Through the restructuring
process the Company has
taken measures to improve
the employee productivitl..

4. The Key objectives of the
restructuring were to
introduce a strong NRW
unit, create a roonr for
proper segregation of duties
and create good chain of
commands.

a

2.0 Non Compliance
With the
WASREB
Regulations on
personnel cost.
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