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Board of Directors
The Companyos Board of Directors is appointed in accordance with the provisions of the
Companies Act, Laws of Kenya. During thJ year the company did not have an active Board of
Directorsas its operations were suspended on27tt' Septembei 2Ol7.The current Board of Directors
was appointed onlgm July 2019 by the shareholder.
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The Company is managed underthe direction of a Boalcl of Directors appointed by the shareholder
Q.{airobi City County Government).

During the Financial Year 2018/2019,the operations ofthe Board remained suspended in line withthe letter from the shareholcler dated 27 September 20t7. Further, all the Board members ceasedto hold office as tabulated beiow:

t

Mr. Raphael Nzomo

Ms Joanne Mwangi

Mr. Lawrence Otieno Atonga
Mr. John Kennedy Wanyama
Ms. Rosemary Lugalia Khamati
Ms. Mercy M. Mutua
Ms. Christine A. Ogut

Mr. Samuel O.Ojanga

Mr. Kennedy J. Omoke

Mr. Philip Arungah

Mr.Gregory S.Mwakanongo

05fi2t2018

05112t2018

05n2t2018

0st12t2018

0str2t2018

05t12t2018

r6ta7D019

t6t07t2019

16107/2019

16t07t2019

16t07t2019

The current Board of Directors was appointed on 19th July 2019 and is listed below:-

I Leonard Munyao Kamba Kiiti -
Chairman
(DoB l9s7)

2 Berly Lillian Achieng Okumu -
Vice chairman
(DoB 19s3)

3 Karen Njeri Nyamu
(DoB t979)

Bachelor of Science.

chairman Maukeni cDF, chairman Machakos water and
Sewerage Company ,Chairman Makueni Disuict
Eductaion Board, Golf captain Machakos Golf Club,
Chainnan-Mwaani Boys High School and Board of
Management - Mwaani Girls
LLb, Post grad dip in Law

Chaiman-kenya Railways staff retiremen benefit
scheme,Deputy Town Clerk -City of Mutale Zimbabwe,
Legal Advisor - Urban Development Coropation (Harare
Zimbabwe) , Deputy CEO - Chitugwiza Town Council
(Zimbabwe)
Master of l:nternational relations; LLB, Dip in Law

Managing partner-Njeri Nyamu & Co; Head of
conveyancing-B.M & Co advocates
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4 Martin Kuruga Mbichire
(DoB 19Bz)

5 Michael Murno Makau
(DoB t97r)

6 Mohamed Abdi abdultairi
(DoB 1990)

Emmah Mukuhi Muthoni
(DoB 1983)

I-LB; Post grad diploma in Larv,

Advocate - Mbiriche & Ca; Pioneer University -
Assistant iecturer
MA - lntemational Journalism, BA- Communicatiou

Board member-Capital Group Ltd, Editorial Director-
capital; Head o1'news-Nation radio & television
MBA- Strategic Management. Bachelor of International
Business Adrninistration

Finance Director - Tristar Energy limited, Production
Manager -Premier Petroleum, Monitoring and Evaluation
Offrcer-Save Somali Women and Children
BCOM- Business Adrninistration; DIP7

I Timothy Maceru Nduriuki
(DoB 1969)

9 Mohamed Abdi Abdirahman
(DoB 1987)

10 Simon Leboo Morintat
(DoB 1966)

11 Charles K. Kerich

County executive rnember -Nairobi County government,
Head of corporate services - Toddy civil Engineering,
Chief Financial Controller- Toddy civil Engineering
BA Land Economics

Chairman - Index commercial proj ects; GM-lnternational
house, Facilities manager-Lloyd Masika, Board member -
Nair:obi Central Business District Association, Board
mernber -Athi Water Services Board, Board member -
Nairobi City Water & Sewerage Company
Bachelor - Business Adrninistration, Hit

Marketing Director - Iqra Agencies Lirnited, Nominated
member of Nairobi City County Assembly, County Chief
Officer - Water & Sanitation G.{CCG)
I\4BA - Stategic l\,lanagement, BA - Government and
Public Administration

Deputy Town Clerk (Trans Mara & Nairobi), Town Cler.k
(Litein torvn council & Kilifi), Director - Kilifi Mariakani
Water Services Company & Nairobi City Water &
Seurerage Co., , Board rnember - Local Authorities
Provident Fund, County Chief Officer - Devolution &
Public Service Management and acting County Seuetary
Coturty Executive Cornmittee Member - Finance and
Economic planniug.

.founulist and former Chairman of the Media Council
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Eng. Nahason M. Muguna Ag. Managing Director

Monica N. Tuli Ag, Director Human Resources
and Administration
Ag. Director Financial Services
& Strategy

Paul Evans Omondi

Eng. Stephen Mbugua Director Commercial services

Eng. Lucy Njambi Ag. Director Technical Services

Martin W. Nangole Director Information &
Communications Technology
Director Internal Audit & risk
management

Company Secretary

Grifline Songole

Ivy IC Nyarango

Msc-Eng, MBA, Bsc.(Mechanical
Eng)
Msc ( HRM), Bachelor of Arts ,

Higher Dip (HRM),Certified CHPJ
MBA (Srategic
Management),8. Com (Finance),
cPA(K)
MBA (Strategic Management)
BSc (tr'fechanical Engineering)

MSc Water and Sanitation, Bsc Civil
Engineering
Masters in IT, Bsc.(Computer
science), CISCO,MCP
BCom.(Accounting),CPA(K), CF
CtA
LLM (dist.), LLB (hons),
Dip.(Law),CPS (K),
Dip(International protection of HR)
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CHAIRMAN'S STATEMENT

Introduction

On behalf of the Board of Directors of Nairobi City Water and Sewerage Company Limited
OICWSC), I ant pleased to present this report that higilights the key global]regio'al and country
level afld the lryater and sariitation sub-iector issuls drat directly ana indirectly affected the
conrpany's performance during the financia.l year zalg l2a1g.

Global and Regional Scene

Aceording to the Kenyan Ecouomic Survey 2019, the ivorld economy experienced decelerated
growth of 3.6 per cent in 2018 compared to 3.8 per cent in2017. Particularly, growth in the
ernerging markets and developing ecouornies decelerated fuom 4.7 per.cent in2Oi7 to 4.6per centin 2018. This notwithstanding, Sub-saharan Afitca tegion rernained on a recoverl, path growing
by 3.0 per cent during the review period compaled to alrowth of 2.9 per cent in11ii.This-growtt
was attributed to robust global oil dernand. Prices of agi'icultural protuce remailed broadl/stable
b_ut declined slightly in the second half of the year.
World trade volume,rose by 3.9 per cent in 2018 compared to a growth of S.Zper cent inZAIT.
Voiume of trade in the etnergiug markets and developing ..ooorii., gr.* by 4-.7 per cent in the
review period cotnpared to a growth of 6.90/o per cent in1an, this trend *uu lu.g.ty affected by
tlre increase in oil prices. The overall fiscal dehcit as a percentage of GDp stood itz.g per ce,t iir
2018 compared to 2.3 per cent in 2Afi.

Domestic Scene

Real Gross Domestic Product (GDP) is estimated to have expanded by 6.3 per cent in 201g
compared to 4.9 per cent in2afi. The growth was attributed to increased agricuitural production,
accelerated manufacturing activities, sustained 

"trowth 
in transportation anJvibrant seruice sector

ptllties' The growth realized was anchored oir a relatively rLbl. macroeconomic envirorurent
in 2018' Inflation remained low at 4.87 per cent in 20i8 cornpared to 8.0 per cent in 2017 rnajorly
as a result of considerable declines in prices of food. The current account deficit narrowed to stand
at KSlr 441.8 billion in2018 compared to KSir503.4 biilion in2afi mainly die to a faster growth
of imports of goods ald seivices.

Water and Sanitation sub-sector

Since the commencement of the actualization of ra,ater sector refomrs in the country following
enactment of Water Act2002 and its subsequent aligrunent to the Kenya Colstitution 2010, whic[
has since lead to the enacttnent of Water Act 2016, water sector actors have made conlnendable
progress towards irnproving water resources management and water services delivery. Thegovenlment has pursued aggressive legal and institutional refonns in the sector, resuliing i,
increased confidence of our pafiners to massirrely up-scale supporl. In fulfillment of its
constitutional responsibilib of facilitating access to water and sanitation services and elsnri*g that
there is no discrimination in the plovision of these services, while at the same time stayirig on
course to meet the development talgets set in the Vision 2030, the government Increased
monetary resource allocations to water sector, albeit, share of the sector budget is on a decli.ing
trend, at averages of 2.2 per cent of total national budget anrd relatively coistant at 0.6 percent
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of gross domestic product over the period 2A14-201E. The sector contribution to GDP u/as constant
at about 0.7 per cent in the same period 2414-2A18.

Company's Performance

Although the spiral effect of long failed rainfall witnessed in20l7 that saw the dam level drop to
less than 25 per cent greatly affected the company's performance in the period under review,
tlu'ough concerted efforts by the staff and stakeholders remalkably eschewed the hurdle by
empioying and adopting strategies to ensure efficacy and post admirable results. Favorable rains
that were received in ihe catchment from May 2019 offered assurance to improved services.
During the period under review, the company produced a total of 180.5 million M3 of water
reflecting an improvement by 7.73 million cubic metets fuom 172.77 million cubic meters of water
production registered in the FY 201712018.The custorner base stood at 535,662 as at June 2019 as

compared to 52l,662accounts during the financial ),.* 2017DA18. AlthoughNon-Revenue-Water
still poses a major challenge, the company managed to reduce it to zur average 36.4 per cent during
the yeal against annual target set of 33 per cent and an improvement from 3\o/orcalized in 2017118.

The company has also optimized both water and waste water treatment operations by ensuring
there's a decrease in sewer leaks and bursts. Increase in water and sewer services to the targeted
communities has si gnificantly irnproved.

In conclusion, I wish to take this opportunity to thank all the stakeholders who made 201812019 a
success for the company. On behalf of the Board of Directors, I wish to sincerely thank the Kenyan
Government, through the Ministry of Water aud Sanitation for providing policy direction and
enabling business environment. I also want to thank Nairobi City County Government and Water
Service Regulatory Board (WASREB) for their continued support during the year. In addition, I
wish to thank our development partners for the collaboration that we have enjoyed during the yeal
under review, above all, i wish to thank oru esteemed customers for loyalty.

Mr. Leonard Munyao Kamba
Chairman

I
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REPORT OF THE MANAGING DIRECTOR

Introduction

This reporl highlights aperformance ovel'view of the Nairobi City Water and Sanitation Company
limited C{CWSC) for the year ended 30th June 2.A19. During this financial year. 201812019, the
company sustained its rnandate which is provision of rvater and safe disposal of resultant waste
water in Nairobi City County and its environs. Below are highiights of performance per dilectorate
during the review year.

Water production and supply improvements

During the period, the cornpany at production level maintained its raw and treated water supply
pipelines, cleaning of screens at the intakes & desilting, sustained timely reactive maintenance of
equipment and adhered to preventative rnaintenance seheduie of piant equipment with a view of
enhancing tireir optimal perfonnance to effectively cleliver water supply to the city. The company
produced a total of i 80.5 million cubic meters of water reflecting an improvement by 7.73 million
cubic meters fuom 772.7 7 rnillion cubic meters of water produced in the financial year 201712018,
and by passing the year's annual target of water production of 180 rnillion cubic meters by
0.5rnillion cubic meters.

To improve water suppiy services in the formal Ereas, the company extended a total of 13.3 km of
watet pipeline against a target of 6.1 km translating to 218% achievement. in the informal
settlements, the company extended a total of 17.4 km of water pipeiine in various infonnal
settlementsacrossthecityagainstatarget of 7.9 kmtranslatingto zz}%achievement. Inaddition,
3.95 Kms and 4.7 krns of se\ /er lines were extended in formal areas and informai settlements
against the annual targets of 14.7 Kms and 5.1 krn, representing 27% and 92o/o performance
respectively. Against an annual target of reducing Non-Revenue Water to 33o/o, the company
perfolrned at 36.4o/a during the year under revieu,. To maintain and ensure compliance of the
quality of treated water, laboratories lvere aclecuately stocked with necessary detergents and
chemicals. Quality rnonitoring thu'ough sarnpling and testing of both pretreated and post treated
water was efficiently carried out as per schedule. Consequently, during the period under review,
the quality of water produced cornplied 1A0% to botlr. World Health Organization (WHO) and
Kenya Bureau of Standards (KeBS) requirements. Equitable distribution of water to custorners
was eniranced through the monitoling of the four conidors of water supply through which, water
supply constancy of 117.5 hours was achieved per week against the targeted water supply
constancy per week of 1 i.25 per week. The company upheld environmental protection through
way of planting trees and conducting security surveiilances along the catchment.

Technology in service provision

During the period, the company continued to identify and implement suitable service delivery
irurovations as well as enhancing the existing ones. To optirnize on tire emerging technology and
innovation, the colnpany updated its customer's directory with a vierv of reaching out
electronically via rnobile pirones and post customer bills, disconnection notices and settlement of
bills. Fwtlier, use of an electronic customer feedback system (Maji-Voice) application was
sustained.
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During the period, the company upheld Mobile hdeter Assistant (I{FA), ICT application which
has since improved meter reading eff,rciency. To ensure secudty of data, Offsite Backup, Data
Replication (DR) and Cloud Backup was irnplemented. In this regard, all the critical applications
including CMS, Oracle Financial and Mail are being replicated to the otfsite DR center hence
ensuring data security.

Financial Stewardship

The revenue of the Cornpany grew from Kshs 8.478 billion in the financiai year201712018 to Kshs
9.299 biliion in 201812019. This is attributed to the improvernent in water production, operational
efficiency and reduction in Non-revenue water. The operating expenses remained iargely
unchanged despite the increase in cost of business. Consequently, the company posted a surplus
of Kshs 6 i .2 million, compared to a deficit of Kshs 634.9 million in the previous year.

Planning was effectively conducted ttu'ough annual monitoring and evaiuation of various business
units against set targets as envisaged in the annual plans. During the period under review, Quarterly
Performance Contract and WaSSIP data were colnpiled and strbmitted, annual WARIS data was
snbmitted on timely basis. Following the conciusion of strategic business plan 201412015 to
2018/2019, the cornpany has developed the 201912020 to 202312024 Stlategic plan to guide the
Cornpany to greater heights,

Integrity Assurance

To enhance colporate governance, during the period under review, the directorate aligned the
institutional coruption policy to the Ethics and Anti-Con'uption Commission's (EACC)
guidelines. Further, awareness creation on integrity among statT was enhanced and capacity
building fbr members of Corruption Pre,,rention and Integrity Assurance Committees was
conducted. To ensure that the entire NCWSC fraternity moved along the same continuum on
corporate governance related issues, all staff r.vere seusitized on anti - corruption matters.

Conclusion

In conclusion, I take this opportunity to most sincerely thank ail the stakeholders who enabled us
eschew challenges and post favorable results to achieve what has been highlighted above and
whom we also bank on for our continuous gro'wth. In particular, I strongly believe that with the
stewardship and leadership of the newly inaugurated Board of Directors (BoD), the company will
achieve better results in coming years.

Eng. Nahason Muguna
Ag. Managing Director
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MANAGEMENT DISCUSSION AND ANALYSIS

Company Profile

NCWSC reaches out to its customers tluough seven administrative regions, namely Northern,
Eastem, North Eastern, Central, Southern, Western and Infonlai Settlernent regions. Further, the
company has development 28 sub-business units (zones).

Organizational Structure

Shuctulally, the company is headed by the Managing Director, who reports to the Board of
Directors. The Managing Director provides overall leadersirip and chairs the Board of
Management Committee which comprises all heads of directorates of the cornpany namely;

o TechnicalDirectorate
o CommercialDirectorate
o Finance and Strategy Directorate
o Directorate of Human Resource and Adnr.inishation
o Information Cornmunieation and Technology Directorate
r Company Secretary
o Internal Audit and Risk h{anagement Directorate

Under the above named directorates, the company structure is reinforced by several business
process units which are ireaded by respective managers with a mandate of overseeing actualization
the company missiou.

Broadly, the company operations are anchored on strategic business plan u,hich is normally
designed to resonate with the intemational (SDGs), regional (AFV/A) and national water sector
i.e. National Water Sector Strategy, Ken5,3 Govemment economic bltie print -Vision 2030, the
Nairobi County water developrnent plans and any other existing ivater and sanitation sector
policies. In addition, the conr.pany's arurual perfonnance is guided and monitored on quarterly
basis through signed but negotiated annual performance contract between the Managing Director
and Nairobi County goverrunent.

Key Per{ormance Areas 2018/2019

Water and Sewer Service.s Expansions

Ensuring everybody has access to adequate and quality water and sanitation services is a

constitutional obligation. Further, it has been observed that, water service is an enabler in the
realization of the government's big four agenda. Cognizant of this, the company during the year

of review, envisaged to expand water pipeline within the city by 14 lcrn on identified projects listed
in tlre performance contract 20 1 8/0 I 9. Specifically, 6. 1 krn and 7 .9 km of water pipelines were to
be extended iri the formal and inforrnal settlements respectively. Against this target, the company
extended a total of 6.24kin of water pipeline. l.14km in the formal settlement and 5.1Okrn in the
informal settiements. However, outside the company's planned projects, as per the 2018/19
Performance Contract, the company aiso carried out other projects duling the year under review.
Under tl'ris projects, a total of 24.5 km of water extension/rehabilitation was realized. .4,,a,,

:. ,.
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On sewer management, the company planned to extend the existing sewer network by l9.7km.
14.7krn and 5krn in the folmal ancl informal settlements respectlvity. Against this iarget, the
company managed to extend a total of 7km, 3km in the formal settlement and 4km in the infonnal.
Although the company clid not achieve the aforementioned mentioned targets on water and
sewerage extensions, an indication towards improving its service coverage is dimonstrated.

Non- Revenue Water

Managing Non -Revenue-Water is a challenge. Indeed, the national Water Services Regulator
(WASREB), in its impact report issue No i 1 of 2019, observes that the average NRw is atit per
cent as at close of June 2018. The company has put rnechanism in place to uddr..r reduction of
N+w within the city. More resoruces have been allocated towards this endeavor besides forming
a deparlment with a sole rnandate to address and contain NRW within the city. During the year oi
review, NRW was 36.4 per cent against the annual target of 33 per cent. The fraph below
illustrates the NRW reduction trend since financial years 2bt3 l0l4 6 the year under review.

NRW Reduction(%)

20t3/014 '20L4/O15 2015/0:t5 20L6/Ot7 20L7/OtB 201S/019

Years

Water and sewerage

The company has sustained a positive growth in the number of water and sewerage corurections.
As at the close of this financial under review, the company had 535,212 number of connections
compared to 521,662 reported in the previous year, Thi graph below iilustrates the connections
per year during the last six years.
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Year

Customer Care

During the period, the company continued to identiff and implement suitable service delivery
innovations as well as enhancing the existing ones. To optirnize on the emerging technology and
innovation, the company updated its customer's directory with a view of reaching out
electronically via mobile phones and post customer bills, disconnection notices and settlement of
bills. This has since lead to closure of cash offlrces in all business centres. Further, use of an
electronic customer feedback system (Maji-Voice) application was sustained.

Revenue Collection against Billed Amounts

Over the yeats, the company has endeavoured to improve collection efficiency against the billed
amount. During the period under review, the company collected 99 per cent against the amount
billed. The graph below depicts the trend of the revenue collected against the billed amounts in the
last six years.
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CORPORATE
REPORTING

SOCIAL, RESPONSIBILITY STATEVIENT/SUSTAINABILITY

Nairobi City Water & Seinerage Company Ltd (t{C\ /SC) has a Corporate Social Responsibility
poiicy that is guided by a widely ageed tiamelnzork that the company utilizes to stiategically
engage in activities with its internal and extemal stakeholders in a manner that is effective and
promote NCWSC's vision, rnission, goals and strategic objectives. The policy is currently under
review.

The Company may also seek partnerships to fturd certain activities viewed for the wider publics
and not necessarily only benefit the target group. Ftinding may be in fonu of sponsorship or:agreed
contribution relating to the activity.

The UN General assembly proclaimed March 21't as the Intemational day of forests, the theme for
this year was, 'Forests and Education.'It sought to create awareness on how sustainably managed
forests provide a wide alray of contributions in the area of education. The Company marked this
day at the Ruiru dam in Githunguri Sub-county. The dam supplies 4Yo of the current water supply
to the residents of Nairobi County and its environs.

The activity was held in partnelship rvith Bidco Kenya, the local community in the area among
other stakeholders. 2,000 barnboo trees were planted in this occasion. Bamboo trees ari
advantageous to the catchment in that they regulate the quantity and quality of rvater in the river.

Nairobi City Water & Sewerage Company Ltd (NCWSC) will be a direct beneficiary of the
increased forest cover as envisaged by government as the depleted forest cover means a decrease
in rainfall which directly affects the inflows into Ndakaini dam. The cumulative rainfall in the
aberdares catchment area is usually between 1700mm to 2000nun. The shorl rains in October -
November 2017 were low about 700nrm- Ndakaini dam rose to 36.5 Million m3 lSZNl which
necessitated the rationing the City of Nairobi experienced tlorn January, 2018. By the end of the
shoft rains, the dam had reached95% capacity.

To this end, the company has been supportive of tree planting activities with its staff and
stakeholders. Variotts activities have taken place this period, these include our annual tree planting
day which saw 3,000 trees planted in the catchment surrounding Thika Dam in Ndakaini.

The Cornpany has been marking tree planting days in the fbur dams; Kikuyu Springs, Ruiru Dam,
Sasunnua Dam and Thika (hldakaini) Darn during the rainy season over the yeirs, in collaboration
with partners as well as cornmurities living in the catchrnent ateas. So far, around 800,000 trees
have been planted since the program began.

At the same tirne, slum water supply is often provided thlough illegal connections and water points
whose water quality cannot be ascertained hence charging residents up to 100 times the offrcial
price of water. As a result, it is estimated that as much as 37 percent of Nairobi's water supply is
lost due to leakages and water has become a rare cornmodity to these areas.

To this end, the utility has come up with programs aimed at solving this problern such as water
kiosks, donation o1'water tanks to schools and dispenszuies in the informal settlements and in the
city at large. All these aid in bringing the important resource to these less privileged members of
the society.
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The most vital CSR activity the Company involves itself with is issuing of water tanks to strategic
groups such as schools, health facilities and youth groups in wards via the MCAs as well as the
communities residing in the catchment areas. 32 No. of tanks have been issued in the year
201812019. This assists in water conservation, maintaining good rapport with the local
communities as well as educating them on the importance of environmental and water
conservation.

G
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DIRECTORS' REPORT

Tlre Board of Directors was appointed on l9n July zA1-9. The Board of Directors submits the report
for the year ended 30il'June zolg,which shows the state of the Company's affairs.

INCORPORATION
The Company is incorporated in Kenya under the Cornpanies Act of the Laws of Kenya. It is a
private limited liability Company dorniciled in Kenya. It is wholly owned by the Nairobi City
county Govemment.

PRINCIPAL ACTIVITY
The Company provides water and sewerage selices in Nairobi and its environs

RESULTS
The results for the year are summarized below:

KSHs

61,200,399

KSHs
(634,895,405)Surplus/deficit for the Year

l)l\ ll)l \t)\
The Company does not recommend the payment of a dividend in respect of the year ended 30s
June 2019 as per the provisions of the Water Act 2016, section 131(3).

l.l\\N( l\t \t \ll \ll.\l:
As at the date of this report, there are no circumstances which would have rendered the values
attributed to the assets in the financial statements misleading.

l,ll{l ( t()l(\ tJl.\1,.1 lt\
Since the last Arurual General Meeting of the Company to the date of this report , no Director has
received or become entitled to receive any benefit other than Directors' fees and amounts received
under employment contract for the Managing Director. The aggregate amount of emoluments for
Directors' services rendered in the financial year is disclosed in notes 9 and25.

l\lf l l,lr\l)l \. I \tl)l'l()!(\
The Auditor -General is the independent auditor in accordance with the Pubtic Audit Act and the
Companies Act and continues in office.

By order of the Board

Ivy Nyarango - Company Secretar.y
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The Company is comrnitted to the standards of good colporate govemance. The following
disclosrires aim at emphasizing this cotluritment.

ii , , i . r' i '

The Board is responsible for:
o Establishing the strategic plan and guiding its implernentation.
o Ensuring that appropriate rrranagement structules and policies ale in place.
. Approving performallce targets including budgets and monitoring their achievements.
o Ensuring preparation and presentation of the annual financial statements in accordance

rvith lnternational Financial Reporting Standards and disclosures of other relevant
infonnation to shareholders.

o Identifying and mitigating risks and overseeing the implementation of governance
processes that prornote compliance rvith legislation, professional standards and the best
corporate governallce practices prornul gated by relevant authorities.

The BoarC meets reguiar'ly as scheduled but special meetings may be ealled wlr.en the need arises.
Board mernbers are given notices and agenda for all meetings which are circulated on a timely
basis togethel with the respective documents for discussion. They are requirecl to declale any
conflicts of interest on any matters before the Board and are disqualified fi'om participating in
deliberations where there is such a conflict. Board members have signed a code of ethics while
employees harre signed a code of conduct. Non-executive members of the Board are institutional
and hold office for three years. The Board appoints committees to assist in executing its rnandate.
The Board also co-opts expeftise to its committees for the discharge of its business. The execution
of the Board's policies is vested in the Managing Director wiro is appointed by the Board and is
also responsible for the effective perfonnance of the managernent team which provides support
and adrrice to the Board and its Coinmittees.

i \.1 , i

The Board is composed of eleven non-executive Directors who are appointed by the shareholder'
in line with applicable provisions. The Chairuran is elected by the Board members. The Managing
Director is and ex-officio mernbel of the Board v.,ith no voting rights. All the non-executive
Directot's are independent of managernent.

During FY 2AL812019 the committee comprised of fbur board members and the Director Internal
Audit and Risk Management who selves as the secretary to the committee. The Committee reports
to the Board of Directors: It is responsible for assisting the Board to discharge its corpolate
govemance responsibilities as follows:

o Internai Controi and risk management- The Cornmittee had the responsibility of
rerriewing the risk philosophy, strategy and policies recorunended by the company and
consider reports by the colllpany. The Committee shall ensure compliance with such
policies, and with the overall risk profiie of the company.
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Review of financial infonnation in particular annual financial statements to ensure
compliance with accounting standards, iegisiation and other disclosure requirements.
Reviews the extemai auditors pl'oposed audit scope and approach ancl ensure no
unjustified restrictions or limitations have been placed on the scope.
Review of the fi.urction, operations and findings of the Internal Audit Directorate.

During the FY 201812019, the committee was composed of tbur board members. Currently, the
number is til'ee. It is responsible for assisting the Board to discharge its corporate govemance
responsibilities as follows :

Finance

o To consider and recommend for Board approval, the Financial Services Policies for the
Company.

o To receive and consider progress reports on Financial Services matters.
o To consicier and recommend for Board approval, the Financial budgets for the Company.
o To receive and consider periodic financial performance reports of the Company.
o To adjudicate on any financial policy matters referred to it by the management.

o Ensure compliance at all times with the provisions of the Companies under which the
company is registered, Company's Memorandum and Articles of Association.

o Ensure effective handling of litigation matters.
o Provide advice and counsel to the Board as required on contract issues, including contract

interpretation, evaluation of the law, recommendations etc.
o Advice the Board on measures to be taken in order to comply with legal provisions as

provided for by various pieces of legislation.

During FY 201812019, the committee was composed of four board members. Currently, the
number is six. It is responsible for assisting the Board to discharge its corporate governance
responsibilities as follows:

Human Resource and Administration

o Review and recommend tbr approvai terms and conditions of service for Company
ernployees;

o Handle policy issues and strategies on human resource and administration;
o Assist and support the Board in the recruitment of senior lnanagement staff;
o Assist the Board in fulfiiling its obligations relating to human resource and compensation

matters and establish a plan for continuity and development of staff;
o Recommend a performance evaluation process for the Chief Executive Officer ancl, when

approved, lead the process in conjunction with the Board Chair;
. Review and recommend the company's compensation philosophy, strategy, and

guidelines;

a

a

a

Legal
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. Recommend for approval the design of, and determine targets for, any performanee related
pay schemes operated by the Cornpany;

o Rerriew rnajor changes in the organization structure of management as proposed by the
CEO and/or the Cornrnittee

o Ensure that policies are developed and implemented to cornply with ali hurnan resource-
related standards, laws and regulations;

o Ensure that the Company has adequate policies q,ith regard to salary adrninistration;
o Receirre, consider, adopt and present progress repofis on humau resource and

adrninistration issues to the Board;
. Keep the Board updated on fundamental hurnan resource and adrninistration issues

affecting the Cornpany;
o Oversee the right sizing and structuring of the organization in line with the Company's

business processes;
o Spearhead the creation of a long ter:n human resotuce skills and competency reservoir;
o Oversee management succession plaruring processes;
o Review the standards and practices established by the Cornpany for the safety and physical

working conditions of staff to ensure they are sufficient and well maintained;
o Determine the policy for, and scope of, pension arrangements for staff;
o Ensure that contractual terms on tennination, and any payments made, are fair to the

individual, and the Company and that failure is uot rewarded;
o Oversee any major changes in ernployee benefits structutes throughout the Company;
o Arrange for periodic reviews of its own performance and, at least annually, review its

constitution and terms of reference to ensure it is operating at tnaxitnum effectiveness and

lecommend any chauges it considers llecessary to the board for approval.

Communication

o To ensure effective company comrnunication to the public.
o To ensure establishment of con'ect corporate image and good stakeholder relations.
o To advise on availabie publicity opportunities on various issues including exhibitions and

handling technical conferences.
o In charge of Company's publicatious and documentaries

Tiris is composed of seven non-executirre directors. It is responsible for assisting the Board
to discharge its corporate govemance responsibilities as follows:

. Prepare and table reports on its deliberations to the Board through the Chairman or by any
nominated member of the committee.

o Carry out any special responsibility as rnay be delegated to it by the Board.
. Work closely with other relevant comrnittees so as to promote the objectives as set out in

the Company's business plan.
o Review all ICT, technical and cornmercial proposais frorn tire uunagement team that focus

on improving water and sewerage services that would require Board's approval for
irnplementation.

o Review all proposals for procurement of infrastructure, developrnent and support whose

procurement is subject to approval by the Board prior to tendering.
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Receive and deliberale on the progress l'eports for ali projects being implemented by the
NCWSC with a view to providing gllidance to the management and the Board.
Consider and recommend for fi,iIl Board approval ICT, technical and commercial seryices
policies of the Cornpany.
Receive and consider periodic progress reports on technical, conrmercial and ICT-related
activities and repofi on the sarae to the full Board on quarter{y basis.
Give guideiines/opinions to the management on areas of improvement as fai. as ICT,
technical and commercial activities are concerned.
Oversee, on behalf of the Board, that the Cornpany achieves the set annual targets in water
production, water distribution, r'evenue generation, market growth *i customer
satisfaction.
Review the perfonnance of the ICT, Technical and Cornmercial Directorates and
recommend action to be taken for irnprovernem anci enhancement of the performance.
Make periodic visits to the Company's installations and evaluate reporls on the dams,
treatment works as well as on the networks of water pipelines ancl seweilines ou a quarterly
basis.

The Company has an Internal Audit firnction headed by the Director. Internal Agclit and Risk
Management. The function is responsible for evaluating business and operating risks and the
intemal controls put in place to mitigate the risks, It is-also responsible for evaluatio, of the
Company policies and procedurres. The function reports to the Board Audit and Governance
corumittee and administratively to the Managing Dirictor.

i..,

The Company is committed to:

o Ensuring that shareiroiders and stakeholders are provided with full and timely
information about its perfonnance.

' Complying with the statutory and regulatory communication requirements.o Dish'ibuting information to the shareholders/stakeholders tluough the periodic repofis
and stakeholder forums.

CuarRueN Dare : 19rH SrprsMBER 2019

MaNacrruc DIRECToR

a

o

a

a

o

o

a

All the non-executive Directors received Dilectors' remuneration as prescribed and no additional
benefits or allowances were given to the Directors. However during the period there was no activeboard and therefor? l1o fees was paid. The aggregate amount of Directors' remuneration isdisclosed in notes 10 and 26 to thesi financial stiGrnents.

Dare : 19rH Seprervtenn 2019
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The Kenyan Companies Ac*2Al5, The Public Finance Management Act, 2012 section 8i and

section 14 of the State Corporations Act requires the Directors to prepale financial statemellts
for each financial year urhich give a true and fair view of the state oi affairs of the Company, as

at the end of the financiai year and cf its operating resuits for the year. It also requires the
Directors to ensure that tlr.e Company keeps proper accounting records, which disclose, 'with
reasonable accutacy, the fiuancial position of the Company. They are also responsible for
safeguarding the assets of tire Company.

The Directors accept responsibility for the financial statements, rvhich have been prepared using
appropriate accounting policies supprsfis4 by reasonable and prudent judgrnents and estimates,

in conformity with International Financial Reporting Staldards. The Directols are ofthe opinion
that the financial statements give a true and fair rriern, of the state of the financial affairs of the
Company and of its operating results. The Directols further accept responsibility for the

maintenance of accounting records, v,4rich may be reiied upon in the preparation of financial
statements, as well as adequate systems of internaL financial control.

Nothing has come to the atlention of the Directors to indicate that the Company vrill not remain
a going conceul for at least the next twelve months fi.om tire date of this statement.

The statement rvas approrre.J by Board of Directors ou 19tt' September 2019

Cueinvan

MaNacwcDiRECToR
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REPUBLIC OF KENYA

OFFTCE OF THE AUDITOR-GENERAL
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Anniversary Towers
Monrovia Street

P.O. Box 3oo84-ooroo
NAIROBI

REPORT OF THE AUDITOR-GENERAL ON NAIROBI CITY WATER AND SEWERAGE
COMPANY LIMITED FOR THE YEAR ENDED 30 JUNE, 2019

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of Nairobi City Water and
Sewerage Company Limited set out on pages 24 to 51, which comprise the statement of
financial position as at 30 June, 2019, and the statement of profit and loss and other
comprehensive income, statement of changes in equity, and statement of cash flows 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 PublicAuditAct,20l5. lhave obtained all
the information and explanations which, to the best of my knowledge and belief, were
necessary for the purpose of the audit.

ln my opinion, except for the effects of the matters described in the Basis for Qualified
Opinion of my report, the financial statements present fairly, in all material respects, the
financial position of the Nairobi City Water and Sewerage Company Limited as at 30 June,
2019, and of its financial performance and its cash flows for the year then ended, in
accordance with !nternational Financial Reporting Standards and comply with the Water
Act, 2016, the Companies Act, 2015 and the Public Finance Management Act, 2012.

Basis for Qualified Opinion

1.0 lnaccuracies in Property, PIant and Equipment

The statement of financial position and as disclosed in Note 11 to the financial statements
reflects property, plant and equipment balance of Kshs.3,476,548,192 as at 30 June,
2019. However, the parcels of land including dams on which expansion and
improvements have been carried out are not included in the balance of property, plant
and equipment. Further, ownership documents for various parcels of land belonging to
the Company were not provided. lt was also observed that the parcels of land were
encroached by private developers.

Consequently, the accuracy, completeness, ownership and the carrying value of the
property, plant and equipment balance of Kshs.3,476,548,192 could not be confirmed.

Report of the Auditor-General on Nairobi City l{ater ond Sewerage Company Limited for the year ended
30 June, 2019



I2.O Long Outstanding Trade Receivables

The statement of financial position and as disclosed in Note 14 to the financialstatements,
reflects trade receivables and other receivables balance of Kshs.2,993,906,128. lncluded
in the balance are trade receivables of Kshs.7 ,791,359,151 which includes provision for
bad and doubtful debts of Kshs.6,497,690,981.00. Management did not provide for audit
a breakdown of the nature of the trade receivables and measures put in place to recover
the trade receivables.

!n the circumstance, the recoverability of the debts of trade receivables of
Kshs.7,791,359,151 could not be confirmed.

3.0 Unsupported Amounts Due to Related Parties

The statement of financial position and as disclosed in Note 24to the financialstatements
reflects amounts due to related parties under current liabilities of Kshs.1,311,960,787 and
non-current liabilities of Kshs.4,539,004,085 respectively. The liabilities relate to amounts
due to Athi Water Services Board (AWSB) for lease fee as at 30 June, 2019. Although
the Management explained that lease fee was based on an arbitrary figure during tariff
settings by AWSB, the lease agreement was not provided for audit review.

ln the circumstance, the accuracy and completeness of amounts due to related parties of
Kshs.5,850,964,872 could not be ascertained.

4.0 Unanalyzed Staff Costs - Retirement Benefits

The statement of comprehensive income and as disclosed under Note 4 to the financial
statements reflects staff costs of Kshs.5,755,445,530. lncluded in this figure are
retirement benefits of Kshs.662,249,841. During the previous year retirement benefits
was Kshs.601,618,490. The incremental difference of Kshs.60,618,490 has not been
analyzed or explained.

Consequently, the accuracy of retirements benefits amount of Kshs.662,249,841cannot
be ascertained.

5.0 lrregular Payment to Nairobi City County Assembly Members

Examination of payments to stakeholders revealed that a total of Kshs.56,959,267 was
irregularly paid to Members of the Nairobi City County Assembly (MCAs) in form of
allowances and other expenses for carrying out legislative and oversight duties. This was
despite the fact that payment of allowances for legislative and oversight duties are catered
for in the budget of the County Assembly.

Consequently, the payment of allowances to Members for the County Assembly
amounting to Kshs.56,959,267 was irregular and not a proper charge to public funds.

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of the Nairobi City Water and Sewerage Company
Limited Management in accordance with ISSAI 130 on Code of Ethics. ! have fulfilled

Report of the Auditor-General on Nairobi City l|tater and Sewerage Company Limited for the year ended
30 June, 2019
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other ethical responsibilities in accordance with the ISSAI and in accordance with other
ethical requirements applicable to performing audits of financial statements in Kenya. I

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

Key Audit Matters

Key audit matters are those matters that, in 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

Budgetary Control and Performance

The statement of comparative budget and actual amounts reflects final receipts budget
and actual on comparable basis of Kshs.11,275,430,000 and Kshs.9,299,430,987
respectively resulting to an under-collection of Kshs.1,975,999,013 or 17.5% of the
budget. Similarly, the Company expended Kshs.9,156,254,553 against an approved
expenditure budget of Kshs.11,275,430,000 resulting to an under-expenditure of
Kshs.2,119,175,447. The under-collection and underperformance affected the planned
activities and may have impacted negatively on service delivery to the public.

REPORT ON LAWFULNESS AND EFFECTIVENESS !N 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 Conclusions 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.

Basis for Gonclusion

1.0 Non-Revenue Water

The Company produced 180,157,370.73 cubic metres (ttl3) of water out of which
1 14,565,369.65 cubic metres (M3) was billed to customers. The balance of 65,592,001 .08
cubic metres or approximately 36% of the total volume produced represented Non-
Revenue Water (NRW) which is 11% over and above the allowable loss of 25% as per
the Water Services Regulatory Board (WASREB) Guidelines for Non-Revenue Water.
The Non Revenue Water of 36% may have resulted in loss of water sales estimated at
Kshs.65,517 ,815.

The significant level of non-revenue water is an indication of inefficiency and lack of
effectiveness in the use of public resources and, may negatively the Company's
profitability and its long-term sustainability.

Report of the Auditor-General on Nairobi City lYater and Sewerage Company Limited for the year ended
30 June, 2019
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2.0 Delayed and Stalled Projects

Analysis of project status report revealed the following issues: -

2.1 Kamunde Road-Kariobangi North Mau Mau Area Sewer Rehabilitation Works

The Company awarded tender for Sewer Rehabilitation Works along Kamunde Road to
Kariobangi North lVlau lVlau area at a contract cost of Kshs.179,768,144.The scope of the
works involved construction of DN 450MM sewer line. The works started 21 March, 2017
and were due for completion on 19 November,2018. However, the Project was 88%
complete at the time of the audit.

Consequently, value for money has not been realised on the delayed completion of the
sewer line rehabilitation.

2.2 Sewer Extension in Utawala Area

The Company awarded tender for the extension of the sewer in Utawala at a Contract
sum of Kshs.144,075,079. A site visit conducted on 29 November,2019 revealed that the
Project had stalled and the contractor had abandoned the site. lt was also noted that the
performance bond of Kshs. 14,475,017 which valid for 573 days from 19 April, 2016 to 12
November, 2017 lapsed.

Consequently, value for money has not been realised on the delayed completion of the
sewer line extension.

2.3 Embakasi Coca-Cola Relief Sewer-Line

The Company awarded tender for the construction of the Embakasi Coca Cola relief
sewer line at a contract sum of Kshs.42,912,784. The project file documents revealed
that the Company suspended the works on 11 June, 2014 citing the quantity variation for
excavation on hard rocks exceeded the allowed variation of 15% by the Public
Procurement and Disposal Act, 2015. Further, a report by the Technical coordinator dated
21 July,2015 recommended four options for the variation of excavation. However, the
documents showing the option chosen and correspondences authorizing the contractor
to resume works were not provided for audit. The Project had stalled at the time of the
audit and the contractor had abandoned site.

ln the circumstance, value for money has not been achieved on the construction of the
Embakasi Coca Cola relief sewer line.

2.4 Njiru Sewer Extension Works

The Company awarded the contract for the extension of the Njiru sewer works at a
contract sum of Kshs.141,499,576. The works started on 23 March, 2017 and were due
to be completed on 23 [/larch, 2018. The contractor notified the company Management
that it had suspended works on 12 January,2018. The status report dated 27 February,
2019 shows that the progress of works stood at 33 percent completion. Audit inspection
undertaken on 29 November,2019 revealed that the contractor had left site.
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ln the circumstance, value for money has not been achieved due to the delays in
completion of the extension of the Njiru sewer works.

2.5 Mwagu & Kiama lntakes Desilting Works

The Company awarded for the desilting of the Mwagu and Kiama intakes at a contract
sum of Kshs.139,989,380. The contract period was eight (8) months with the expected
completion date of 22October,2018. Audit inspection undertaken on 26 November,2019
revealed that the contractor had left site, the works at Mwagu had not begun and only silt
removalwas done in Kiama.

ln the circumstance, value for money has not been achieved on the desilting of the Mwagu
and Kiama intakes.

2.6 Likoni-Nanyuki Road Water Extension Project

The Company awarded a contract for the extension of the Likoni Nanyuki Road water line
at a contract sum of Kshs.31 ,042,678. Scope of works was to improve water supply to
factories and business premises along Lungalunga road. The contract was for a five (5)
months period with the expected completion date of 30 April, 2016. Review of the status
report dated 27 February,2019 revealed that the works atTO percent completion. Audit
inspection conducted on 28 November, 2019 revealed the project had stalled and the
contractor was not on site.

In the circumstance, value for money has not been achieved on the extension of the Likoni
Nanyuki Road water line.

2.7 Sasumua Dam Laboratory

The Company awarded tender for the construction and equipping of the Sasumua Dam
Laboratory which was completed in June, 2016 and payment of Kshs.1 ,367,970 made. A
site visit conducted on 27 November,2019 revealed that the laboratory was yet to begin
its operations as the fume hood has not been installed. lt was noted that Management
took over the fume hood installation before the laboratory building was handed over.
Further, the lab has not been operationalized for more than three years after its
completion in June, 2016.

Consequently, value for money has not been achieved on the construction and equipping
of the Sasumua Dam Laboratory.

3.0 Delayed lmplementation of Customer Management and Billing System

The Company awarded the contract for the supply, delivery, installation, testing &
commissioning of a customer management and billing system at a contract sum of
USD. 1,192,596 (equivalent to Kshs.122,774,419). As at 30 June, 2019, the Company
had paid Kshs.71 ,359,722.68 towards the completion of the customer billing system.
According to the Addendum to Contract, the system was to go live by February 2019.
However, at the time of audit in November,2019, the system had not been commissioned.
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Consequently, value for money has not been achieved on the supply, delivery,
installation, testing & commissioning of a customer management and billing system.

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 complying, 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(1Xa) of the Public Audit Act, 2015, based on the audit
procedures performed, except for the matters described in the Basis for Conclusions on
Effectiveness of lnternal Controls, Risk Management and Governance sections of my
report, I confirm that, nothing else has come to my attention to cause me to believe that
internal controls, risk management and governance were not effective.

Basis for Conclusion

lrregular Appointment of the Chairman of the Audit Committee

The Board of Directors for the Company were appointed in July, 2019 and constituted an
Audit Risk and Governance Committee among other sub-committees. However, it was
noted that the Chairman of the Audit Committee was also a member of Human Resource,
and Administration Committee, and the Communications Committee. This was contrary
to Regulation 167(9) of Public Finance Management (County Governments) Regulations,
2015 which provides that the chairperson of an audit committee shall not serve
concurrently as a member of any other committee of the concerned county government
entity, however its members can serve in up to a maximum of three audit committees at
the same time.

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standards
require that ! plan and perform the audit to obtain assurance about whether 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 REQU!REMENTS

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;
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(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 statement of financial position and statement of profit or loss and
other comprehensive income are in agreement with books of account; and

(iv)ln my opinion the information given in the report of the directors on page 17, is
consistent with the financial statements.

Responsibilities of Directors and those Gharged with Governance

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

ln preparing the financial statements, the Directors are 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 the
Directors either intends to liquidate the Company or to cease operations.

The Directors are 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, the Directors are 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.

Those charged with governance are 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.

Auditor-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 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
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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.

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 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 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 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 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:

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

a

a

a

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

Conclude on the appropriateness of the Directors' 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 ! conclude that a material uncertainty exists,
I am required to draw attention in the auditor's report to the related disclosures in the
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a

a

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 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.

a

a

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 the Directors 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 the Directors 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

03 January,2022
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Intangible tssets
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Inventories
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Cash and Crsh equivalents
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13

14
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Customer deposits
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22
23
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24

The financial statements
September 2019.

on pages 23 to 5l were approved by the Board of Directors on lgth

L.l

Mr. Leonard M. - chairman Eng. Nahason M. Muguna -Ag. Managing Director
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Ag st 30th Juno 2018

Ar et 30th June 2018
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Amortization
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100,000 (4,524,091,163)

(.227,824,945)

100,000 (4,751,916,108)

61,200,388

i00,000 (4,690,715,724)

1,23A,779,923

1,230,779,923

(22,394,788)

305,796,808

1,514,181,943

(3,293,211,240)

(227,824,945)

(3,521 ,036, I 85)

(22,394,788)

305,796,808

61,200,388

(3,176,433,777)

9

G



l'JLrirr-ri,'l Ci'11r'.,r-i;i1,'r, &:i(rti/iita.ti.l:.,t-),_-rrii,;c.:,./ i.iCl
Ar l il r li, I i:1.: p,:i i :i I I Cl l\,:jil0r_l ; t,-E

::ot'i:lre yu.,alr .illclcci 1r0rir Juilg 2U'1.:j

Operating activities:

Cash gcnerrtedfrom operations 27
Interest paid

Net cash generated from operating activities
Cash flow from investing activities:
Purchase of property, plent and equipment ll
Purchase of intangible assets 12

Nct cash used in investing activities
Cash flow from financing activities:
Proceeds from long-term borrowings

Proceeds from linancing assets 18

Repayment of long-term borrowings
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The pr.incipal accountirrg policies adopted in the preparation of the financial statements are set out

below. Thise policies haiie been collsistently applied over the years uniess othet'wise stated:

The financial staternents are prepaled in acccrdance with the Accrual Basis of Accounting Method

under the International Financial Reporting Standards (IFRS). Tire financial statements are

prepared under the historical cost basis of accounting and presented in the functional cturency,

Kenya Shillings (Kshs) rounded to the nearest Shilling.

The preparation of financial statements in conformity with IFRSs requires the use of estimates and

urr.,*piiorrs. It also requires Directors to exercise their judgment in the process of applying the

Company's accounting poticies. The areas involving a higher degree ofjudgrnent and cornplexity,

or *lr.ri assunptions and estirnates are significant to the financiai statements are disclosed

in note 2 belorv.

(i) New standards, amendments and interpretations not yet effective and not early adopted

by the company. A number of new stanclards and amendments to standards and interpretations

aie effective for annual periocls beginning after f .ianuary 2015, and have not been applied in
prepar.ing these financial itaternents. None of these ale expected to have a significant effect on the

financial statements of the Company.

Amendments to IAS 1, 'Presentation of Financial Statements': The amendments are made in the

context of the IASB's Disclosule Initiative, which explores how financial staternent disclosures

can be improved. The amendfflents, effective 1 January 2A16, plovide clarifications on a number

of issues, including:

o \4ateriality - an entity should not aggregate or disagglegate information in a manner that

obscures usefui information. Where items are material, sufficient information must be

provided to explain the impact on the financial position or perfonnance.

. Disaggregation and subtotals - line items specified in IAS 1 may need to be disaggregated

rvherc this is relevant to an understanding of the entity's financial position or perfotmance.

There is also new guidance on the use of subtotals.

o Notes - confirmation that the notes do not need to be presented in a particular order.

As these amendments merely clarify the existing requirements, they do not affect the company's

accounting policies or any of the disclosures.

Amendments to IAS 16 and IAS 38 Clalifications of Acceptable Meth.ods of Depreciation and

Amortisation

The arnendments to IAS 16 prohibit entities frorn using a revenue-based depreciation rnethod for

items of property, plant and equiprnent. The amendmeuts to IAS 38 introduce a rebuttabie

presumption it uir.r.nue is not an appropriate basis fol amortisation of an intangible asset. This

presurnption can only be rebutted in the tbllowing two limited circtmrstances:

a) When the intangible asset is expressed as a lneasure of revenue; or



b) vVhen it can be demotstrated that revenue and consu.iaption of the economic benefits ofthe intangible asset are highly correlated.

Tlre arrendments apply prospectively fbr annual periods begirining on 01'after 1 January 2016.Cunently, the Company rises the straight line *"thod for dipreciition and amortisation for itsproperty and equiprnent, and intangible assets respectively.

The directors of the Cotnpany clo not anticipate that the application of the standar"ci will have asignificant impact on the company's fi,anciil statements.

Fropefiy, plant and equiprnent are stated at cost, less accumulated depreciatio' and any impairmentin value.

Subsequent costs ale included in the assets' calrying arnounr or recognized as separ.ate assets asappropriate, only where it is probable that future-ecJnomic benefits associated with the item willflow to the company and thi cost of the items can be measured reriably. Alr other repairs andmaintenance costs are charged to the income statement in the financial year in which they areincured.

Pfoperty, plant and equiprnent acquired undel hire purchase agreements and finance iease hirearrangements are capitalized at the date of the agreement. The inierest elemelt of each installmentis charged to the income statement at the tirne each installment falls due. Depreciation is calculatedon the straight line basis, at annual rates estirnated to write off canying values of the property,plant and equipment over their expected useful lives. The rates used are:
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ArlfiClrrl
Buildings
Plant & Machinery
Motor Vehicles, inctudin g
motorcycles
Equipment
Computer & Relatetl
Equipment's
Furniture & Fittings

Rrtc
2.5"A

12.50/o

25o/o

12.5o/o

30o/"

12.5o/o

The carrying values ofproperty, plant and equipment are reviewed for impairment when events orchanges in circumstun"ts indicate that the .*ryirg values may not be recoverable. An impairmentloss is recognized for the amount by which the issets' can'ying amount exceeds its recoverableamount' The recoverable arnount is the higher of the assets fair value less costs to sell and valuein use.
lf any such indications exist and where the canying values exceed the recoverable amount,property, plant and equipment are written down to theii recoverable amounts.
Gains and losses on disposal of properly, planj and equiprnent are determined by reference to theircaffying amounts and are takenlnto u."ou,rt in determinint operating surplus / (deficit).



NlairOi_.i iiiii r;i/1ir-1- ljr 3t:t',rCi-.1i.,,,:: (lrjil ri_.iti,,,, i-i.i"j

Atr tt tl at I il ello ri' ;"i rr(.i /:',:tr:l(rt I ir1.l,!

i:Or ilre ye;rr-(ruClecl ,3CIi, .lule ll(ll1l

Financial instruments cal'ried on the balance sireet include cash and bank balances, trade and other
receivables, trade and other payables and borrowings. The particular recognition methods adopted
are disclosed in the individual policy statements associated with each itern.

Revenue is recognized to the extent that it is probable that the economic benefits will flow to the
Company and the revellue can be reliably measured. The following specific recognition criteria
must be met before le\/enue is lecognized.

Revenue from provision of water and sewerage services is recognized when these ser,,ices are
delivered to customers and bilied by the Company. However, the amounts will be subjected to
adjustnr.ents when effors are realized, in relation to meter leadings and subsequent billings. Non-
Rerrenue rryater is not recognized as income since it's not billed.

Meter rentai income is recognized monthly after water meters are installed at the custonters'
premises and billed by the Cornpany.

Miscellaneous incorne is recognized when the service has been provided and billed.

Income ftom donors is recognized on accrual basis. Grants are recognizedattheir fair value where
there is reasonable assurance that the grant will be received and all attaching conditions will be
complied with. For example, a revenue grant is recognized as income over the years necessary to
match the grant on a systematic basis to the costs that it is intended to compensate.

The costs incured to acquire and bring to use specific cornputer software licenses are capitalized.
The costs are amortized on a straiglrt line basis over the expected useful lives (3 1/3 years) at the
rate of 30Yo pet year.

Inventories are valued at the iower of cost and net realizable value.
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Cost is deterrnined on a weighted a',rerage cost basis. Provisions are made for all anticipated
inventory losses and charged to the ineome statement.

Net realizable value is the estimated seliing price in the ordinary course of business, less estimated
costs of completion and the estimated costs necessal.y to make the sale.

Transactions during the year are converted into Kenl,n Shillings at rates ruling at the tlansactions
dates. Assets and liabiiities at the balance sheet clate which are expressed in foreign currencies are
translated into Kenya Shiilings at rates ruling at that date. the resulting differences from
conversion and translation are dealt with in the income statement in the period in which they arise.

Trade and other receivables are recognized at anticipated realizabie value less an allowance for
any uncollectible amounts.

General provisions are made based on directors' valuatiol of the trade receivables and other
exposure in respect of losses, which, although not specifically ictentified, are known from
experience to be present in the trade receivables.

Specific provision is made for all known doubtful debts. Bad ,lebts are written off when all
reasonable steps to recover them have been taken without success.

The Company operates a defined contribution retirement benefit scireme for employees on
permanent terms of service administered in three different forms: National Social Securiiy Fund,
a Provident Fund and a pension fund. These schemes are funclecl by contributions from both the
Company and employees.

The Company's contributions to the schemes are charged to the income statement in the year to
which they relate.

Employee entitlements to gratuity are recognized when they fail due. These entitlements are
provided for on annual basis in accordance with the annual contracts.

The estimated monetary liability for employees' accrued annual leave entitiement at the balance
sheet date is recognized as an expense accrual.

Grants received for capital assets are credited to the capital grant account net of amortization,
which is released to the income statement over the expecled useful life of the relevant asset on a
straight line basis.
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Provisions are recognized u,hen tlr.e Cornpany lras legal or constructive obligations as a result of
past events and it is probable tirat an outflow of resoruces will be lequired to settle the obligation,
and a reliable estimate of the afirount can be made.

Contingent iiabilities are possible obligations whose existence will be confirtned only by uncefiain
future events or present obligations where the transfer of economic benefit is uncertain or cannot
be reliabiy measured. Contingent liabilities are not recognized in the balauce sheet but are

disclosed unless they ffs remote.

No tax will be provided in view of the nature of the cornpany's business as explained in note 11.

Cash and cash equivalents comprise cash at bank and in hand

Trade and other payables ale stated at their nominai value as adjusted for interest on overdue
accounts.

Operating lease payments for use of assets belonging to the Nairobi City County Goverrunent
payable to the Athi Water Service Board are recognized as an expense in the income statement
and are based on the guidelines fi'om Water Service Regulatory Board .Rental payments are

recognized as expenses in tlre income statement u,lr.en they are incurued.

All borrowings are recognized at cost

Surpluses / (deficits) frorn the statement of comprehensive income are acculnulated in the revenue

reserve accourt on ar1 annual basis.

Deposits from customers are recognized when received. Interest on the deposits is accrued at3o/o

per annum

In the normal course of business the Company enters into transactions with related parties. The
related party transactions are at arm's length.

Ttre Company provides for orrertinre payrnent for hours rvorked in excess of those specified in the

terms of contracts for superrrisor level and belou,. This is compute d at a rate of one and half times

for nornral u,orking da5,s un6 tu,ice for a normal rest day or a gazefred public holiday. Overtime
expense is recognized'when clairned and approved.
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F.stimates andjudgments are continually evaluated and are based on historical experience and other
factors, including expectations of future events that are believed to be reasonable under the
circumstances.

Property, plant and equipment; Intangibles and Capital grant and arnortization of intangibles and
capital grant.

Critical estimates are made by Directors in determining depreciation and amortization rates for
property, plant, equipment, intangibles and capital grant. The rates used are set out in note 1O), 1

(e) and I (J) above.

Il the process of applying the Company's accounting policies, Directors have made judgments in
determining:

The classification of financial assets and leases.
Whether assets are impaired.
Provisions and contingent liabilities.
Presentation of fi nancial statements.

1 t

Water

Sewer ser"vices

Meter rent
Other income

Kshs

4,951,152,044

3,743,354,229

160,642,900

444,291,915

9,299,430,997

Kshs

4,640,396,937

3,368,853,031

158,254,250

310,635,134

8,479,139,252

Othel income comprises income from exhauster services rendered, sale of water by tanker, kshs
19,124,592, survey fees, sale of sludge, sale of tenderdocuments, fraud charges and recoveries
kshs 59,977,122, claims compensation 39,830,560, reconnection fee kshs 68-,805,500, effluent
discharge license fee, chemical analysis fee, sewer connection charges, jisomee customer loan
repayments kshs 234,149,353 and Grant Amortization kshs 22,394,788 (2018: Kshs 6,814,697)
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Salaries rnd wages

Houre dlowenccs
Leave ellowances

Bonus

Overtime

Rctircment bencfits

Other rllowances

Medlcel cxpense{l

Leave pay provision
Welfere

Kshs

2,848,297,536

855,097,026

191,604,931

24,910,114

254,499,799

662,249,941

596,661,279

241,561,366

24,961,019

54,722,732.

5,755,445,530

Kshs

2,902,509,753

890,154,200

191,634,334

25,514,796

242,795,239

601,631,351

594,593,257

274,210,264

9,079,124

51,999,204

5,674,N1r522

The number of employees at the end of the financial yeuu was 3,440 (2018: 3,554). The average
per category is indicated below

28

Managing Director
Functional Directors
DepartmentaURegional managers

Co-ordinators
Officers
Unionizable staff
Unionizable staff
Unionizable staff
Unionizable staff

2019
I

7

30

111

220
632

712
1,611

116

3r44A

I

7

33

114

22A

634

77A

1,655

t20
3,554

2018
I
2

3

4

5
6

7
I
I
Grand Total

g
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Chcmicels

Office supplies

Tyres and releted accessories

Fuel, oil and lubricants

Uniforms end protcctive clothing
Electricity

Telecommunications

Postal and couriers

Water rnd conserrancy

Insurance

Rent and rates

Hire of equipment and Vehicles

Claims, damrges and compcnsetion

Traveling and subsistence- local
Bank chrrges

Staff development & external travel
Security

Commissions

Pubticity and advertiring
Donations/Corporate Social
Responsibility
Sports rnd recreation

Corporate year end party
Library
Board remuneration

AGM Erpcnres

Audit fees

Legel fees

Consultancy

Licenring, lease and lerry

Research & Development

Stakeholdcn$ expcnscs

Total

2A19

Kshs

191,404,123

20,326,20t

I 3,61 8, [ 59

89,078,909

61,507,615

293,709,308

43,571,096

32,446

7,309,387

58,417,241

97,565,184

625,069

54,445,705

130,731,981

9,303,1I I

78,364,595

77,105,900

1,806,749

15,709,941

509,655

2018

Ituhs

208,454,959

L8,707,347

12,137,228

76,709,610

48,264,689

267,094,066

37,450,968

21,145

8,277,024

80,020,591

96,174,239

3,067,066

32,',151,421

62,628,785

8,382,745

67,130,722

68,194,342

1,005,262

15,479,740

1,187,700

25,018,093

214,050

I lg,3g4

1,843,239

2,000,000

4,309,330

14,643,775

7,825,718

1,499,685,388

1,062,600

33,264,115

2,703,125,340

14,945,517

6,037,600

73,993

0

1,000,000

3,639,910

17,090,991

9,705,597

1,443,848,588

37,931

56,959,267

2,788,3E0,649

ffi
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Ground
Plent rnd nrchinery
Buildings

lilquipment

Motor vehicles

furniturc end fittingr
Software

\ileter littingr end ecccsroricc

Water meters

Total

Kshs

362,531

22,826,289

3,338,898

12,794,836

23,655,668

114,447

501,600

156,594,862

26,209,809

246,394,942

Kshs

111,582

24,542,415

3,925,254

I 1,331,835

27,914,981

33,084

5,222,959

187,168,842

70,327,683

330"578,535

()l lll t{ I \t'l \sl r

Provision for bad and doubtful debts

iLprecietion of property, plent and
egulpmcnt
Amortization of intangible assets

Totst

Kshs

14 113,586,920

I I 242,154,403

12 10,292,109

355,033,432

Kshs

100,074,238

212,352,812

7,461,973

319,t89,023

ti_ ll\ \\( I i i r-

Interest on loan

Interest on overdrrft
Interest on deposits

ToteI

Kshs

60,068,823

21,907,223

81,976,046

Kshs

58,179,129

6,779,497

20,481,511

t5,440,137

G
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The surplus before tax is stated after charging
Depreciation of property, plant and

equipment
Amortization of intangible assets

Directors' emoluments:

-Fees

-Other emoluments

Auditors' remuneration

Retirement bcnefits

Interest expense

And after crediting:

Other income

Kshs Kshs

242,154,403 212,352,912

10,292,!09 7,461,973

0

11,4763A4

3,552,930

662,249,941

81,976,046

1,843,239

19,035,195

3,552,930

630,599,651

95,440,137

(444,281,91) (310,635,134)

10. TAXATION
As earlier repofted in- the previous years, the Directors in terms of IAS I declare that the financial
statements present a fair view of the Company's financial position; financial performance and cashflows and that they have complied with applicable International Accounting Standards andinterpretations. How-evgr, the company has inierms of IAS 1 par.agraphs 13 to 22 depafied from
f:,:_t'1"*ents of IAS 12 in ordJr to have a fair representati,o, o-f it, tax tiability starus for therorowmg reasons:

(i) The Company is wholly owned by Nairobi City County, a County Government. The Companyoperations are under the County Government and as 
-per 

the provision of the ConstitutionF0URTH SCHEDULE (Article 185 (2), 1s6 (I) and 18i (2)).ftis principally a vehicte used byNairobi City County to deliver services as per tire county government ACt. According to the l$schedule-paragraph 8 of the Income Tax Act (ITA), the'income of a County Govemment isexempted from the provisions of ITA. Any surplus'arising thereon is re-invested in the water
services infrastructure for development and L*rancing sustalnability as proviJed in water at20l6.

According to the Tripartite Agreement, Hand over deed, Agency Agreement and Service provision
Agreernent, NCC handed over to the Company it's fxed o-r landed and other assets on lease basis
{or the purpose of discharging its mandate under the Water Act of 2}Oz.In terms of the latterdocuments the Company has been granted rights to carry out any capital improvements to theexisting assets hence forming the basis of mlaintaining a dual asset register. Accordingly, the
lompany is a co-owner of certain assets. The property, il*, and equipmJrt schedule is shown onthe next page
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The work in ptogress (WIP) relates to water pipeline network and sewer relief network
construction ongoing in various locations and boundary walls on various company
installations.

i '. I ' '.ltii i

Computcr softflrre:-

cosT
At I July

Additions

At 30 June

AMORTIZATION
At l JuIy
Charge for the year

At 30 June

Net book value at 30th June

Value of fully Depreciated at
30th Junc

Water treatment Chemicals

Ofiice Supplics

Tyres and accessories

Motor Sprrer

Uniform end protective
clothing
Water metcm

Water fittings and accessories

Total

i" i '' l't!'

Inventories represent the value of water treatment chemicals, offrce supplies, tyres and
accessories, motor spiles, water meters and water fittings and accessories kept at various
Company stations

Krhs

14912081778

15,925,527

155,134305

139,528183

10,292,109

149,820,992

15,313,313

u9408,778

Kshs

35,145,02r

15,407,406

5,307,803

19,225,251

5,691,495

57,215,247

275,462,217

413,454,433

Kehe

t49208,778

t492M,778

132,065,910

7,461,973

1391528"883

9,679,895

132,065,910

Krhs
52,559,719

rc,2784t6

4,837,836

17,044,855

4,4L2,470

64,102,348

319,134,457

472370J[[

30
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Trade receivables
Lcsr: provision for bad end doubtful
debts
Net trade receivables
Othcr rcccivableg
Less: provision for bad end doubtful
debts
Net other receivables
Prepayments and deposits

Kshs
7,791,359,151

(6,497,690,981)

1,293,668,170

1,689,967,158

(55,512,564)

1,533,454,594
66,781,364

2,993,905,128

Krhc
7,467,658,551

(6,385,364,060)

1,082,294,491

1,435,986,952

(55,512,564)

1,380,474Jtt
47,298,375

2,510,057,254

Specific provision has been made for all known doubtful debts. Bad debts are written off when all

reasonabie steps to recover them have been taken without success. The provisions relating to the

reporting period are Kshs 6,553,203,545 (2018: Kshs 6,440,876,624).This is based on the

provision of bad debts of beyond 480days as per the adopted policy. This includes ksh 5,935,309

under Nairobi Water and Sewerage institutional Restructuring project that was closed in 30 June

2008 and l*hs 49,577,255 for VAT claims.

Other receivables include balances claimable frorn Postal Corporation of Kenya, Kenya Revenue

Authority (KRA), Cellulant Kenya Ltd, IDA receivables. The prepayments and Refundable

deposits relate to insurance prepaid and rental deposits respectively. The carrying amounts of
receivables approximate to their fair value.

15. ('\\l.l \\l)( \slll()l l\\ll'\l\

Cash in hand

Cash at bank

TotaI

IGhs

774,343

193,967,709

194,741,132

Kshs

343,059

185,183,925

185,526,984

For the pulposes of the cash flow statement, the earned cash and cash equivalents comprise the

above balance sheet arnount. Tlre company is not exposed to credit risk on cash and bank balances

as these are held with sound financialinstitutions. The cash at bank is held at Co-operative bank

of Kenya, Barclays bank of Kenya ltd, Equity bank Ltd, Sidian bank, Citi bank N.A, I{ousing

Financi, Kenya iommercial bank ltd, National bank of Kenya, National lndustrial credit bank ltd

a
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(NIC)' Diamond trust bank ltd and other held in trust account by M-pesa holding account, Jambopay and Airtel holding Account.

The-ca:rying ilnounts of the company's cash ard cash equivalents are denominated in the Kenya
shillings.

t(r sll,\|il.. (,\l,ll \l

(

Authorized, issued and fully paid:
5,000 ordinary shares of trfuhs. 20

Kshs

100,000

IGhs

100,000

There was no movement in the share capital during the year

Iil \ t..\r I lil \l i(\ I

At l July
Prior year
adjustments
Restated Opening
belancc
Surplus/Deficit for
the year

At 30 June

Note

26

Kshs

(4i524,091,163)

(227,924,945)

(4,751,916110t)

61,200,399

(4,69A,715,720)

Rcrteted

trGhs

(3,005,132,991)

(994,062,767)

(3,8t9,19s,758)

(634,995,405)

(4S24,G[,r53)

Revenue reserve comprises of net worth at conversion and accumulated surpluses over the years.
The prior year adjustment relate to errors in previous year Bi[ing. The international Financial
Reporting Standard No. 8, requires that this to be restat"a br.rt aue to aifficulties in establishing the
period that the error relate we have adjusted the prior year adjustment against reserve.
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The capital grant represents the cost ofproperty, plant and equipment purchased using donor
funds.

cosT
As at 1sr July

Additionr

Amortizrtion:
As at 1tt JuIy

Chelgc for the year
Accumulated Amortization

NET BOOK VALUE AS AT 3OTH
JT]NE

19. ( I,\l()\ll,.l{ l)1..1'(t\l|\

Kshs

tr675r2l7,g0S

305,796,909

1,981,014,713

444,437,992

22,394,799

466,932,770

1,514,181,943

Krhs
1,383,700n352

291,517553

1,675217,905

437,623,295

6,914,697

444,437,992

1,230,7791923

Balance brought forward
Deposits received from
Cuttomerg
Accrued interest at 3%o per
etlnum

Kshs

830,998,911

53,008,690
21,907,223

Kshs

762,732,504

54,132,704

20,481,51 1

Ihporitr and interest refunded (6,347,909)

Belance carried forward
(5,903,369)

900,011,445 830,998811

The customer deposits balance cornprises of deposits received from customers from 17 May 2004
when the Company comlnenced operations. The customer deposits received by the formerWater
and Sgwerage Department of CCN have not been included in these financial statements pursuant
to Article 4 (sections 3-4) of the Tripartite Agreement dated 5 April 2}A4,which states that CCN
shall continue to hold and be responsible for deposits received from customers before the
Company's formation. This Article further states that the Company shall refund deposits as and
when demanded, and the same shall be deducted from the lease fees to be paid to CCN by Athi
Water Services Board. Customer deposits are rvithdrawn on demand when accounts are closed.

Q
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However, as is the case with other deposits of a similar nature, customer deposits are not usually
withdrawn within one year'.

Kchs Kshs

Bank borrowings

Non- Currcnt
Current
Total Benk borrowinge

347,351,014

59,331,029

406,582,044

433,748,356

66,743,834

500,492,190

The Company cun'ently has two running loans namely;

(a) A five year term loan for the Kirigiti water Extension project at Co-operative bank of kenya
for which the monthly principal repayment is Kshs. 1.7 million. Interest rate is as per CBK
regulations on reducing balance,

(b) A term loan for financing sanitation connections in the informal settlernent of kes 600
million at
Co-operative Bank under the OBA project co-financed by the World Bank. At the close of
the period the company had made a drawdown of kes 428, 549 ,95 3 . Interest rate at 13 .5%
pa reducing balance.
The company maintains an overdraft facility with the co-operative bank of Kenya of Kshs.
35 million that ma1, be utilized by the company to reduce liquidity risk.

The facilities are secured by the following

i. Debentures over the entire assets ofthe company for kes 700 million (Seven hundred million
only)

ii. An assignment agreement of our receivables;

iii. Daily cash/ call deposits build up in the amount of kes 2,000,000 per day via standing order;

iv. Duly executed lien and cash charge documentation to back the an'angement under items ii
and iii above;

v. Executed general tenns and conditions

Trede pryableo

Other payables

Total

Kshs

1,386,279,602

1,235,715,277

2,621,994$79

Kshs

1,320,019,225

1,525,124,706

2,E45,143,931
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In the opinion of the management, the carrying amounts of Trade payables approximate to their'
fair value. Other payables includes staff related payments e.g LAPTRUST - Kshs 655,627,733
and Lap fund Kshs. 304,026,335.09 The mattrity analysis of trade and other payables are shown
in note 33 (a) (ii).

12. ( I \l()\li ii: r,,i i ii r i,,i l,i r i, rl i .,, I \

Kshs

197,035,127

Kshs

209,084,310Customers credit balances

The customer with credit balances are those whose accounts have been overpaid and or have
been issued with a credit note due to previous overbilling.

Ar rt opening

Addition/ I)ecrease for the year

Ar et cloring

Kshs

25t,828A12
24,861,018

293,6t9,229

Kshs

259,749,088

9,079,124

25t,t2t?12

Provision for annual leave pay is based on services rendered by fuIl-time employees up to the eud
of the year.

The Company is owned 100% by the Nairobi City County Government.

Athi Water Services Board (AWSB) is the Asset Holding Entity. During the year the transactions
conducted between these related entities were at arm's length and inthe normal course of business
in compliance with the Water Act 2016 The following transactions were canied out with related
parties:-

G
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AMOLTNT DUE To RELATED PARTY TRANSACTIONS (continued)

i)Lease fees for the year pry&ble to Athi
Wster Services Boerd:

As at July
Fees for the year

NCC

Sub-total

Paid

Subtotal

At 30 June
ii)Inherited debts from Nairobi City
County
At I July
Paid during the year
At 30 June

Grand Total
Clarsificstion of rclated prty peyebler
Non- current
Current
Total
iii)Bitling of Wrter services to NCC
At I July
Billing for the year
Paid/offset during the year
Adjustment

At 30 June

Krhs

4,583,674,996

1,076,060,596

I1,414,500

5,671,149,992

(2,587,092)

(2,597,092)

5,668,562,990

lg2,605,ggg

(204,016)

182,401,993

51850,964,973

4,539,004,095

l,3l 1,960,797

5,950,964,972

230,A26,991

74,624,923

(5,209,369)

0

299,443,346

Kshs

3,292,143,319

1,301,531,577

4,593,674,996

(10,000,000)

(10,000,000)

4583,674,896

185,953,579

(4,347,679)

lg2,605,99g

4,766,290,995

3,619,665,979

1,146,515,016

4,766,290,995

Restated

212,200,902

72,993,197

(5,691,424)

(49,475,794)

230,026,991

The tariffs applicable to Nairobi City County are the same as those charged to other
customers.

ffi



I

t
Nainrl:i City \,Vater 8: Servei'age Cr--,iiii'.,arrj.r Ltc.i

Airnual Repoft aird i\ccounlsr
For tire )/e.lr entirlcl 30tr, .ir"rne ll0:r.{)

r5 \l \\ \(,1 \li \,1'.! \i I i ir\ll'l \'. \ll{,\

Sdaries and other short term benefits

torminrtton beneflts

Post-employ men t .bcnefits

total

Dlrectort c rcmuncrrtion !

-Fees for seryices as Directors
OtUcr emoluments rs Chief executive
(lncluded in key menegement compensetion
ebove)
TotaI

Kchs

1,329,272,8AL

163,583,396

0

L,492..855,197

Krhs
1,240,336,099

158,032,260

0

13e836834e

0

I1,476,304

1,843,239

19,035.195

1L,476,104 20,878,434

As earlier reported the board was suspended on 27th September 2017 hence there was no board of
directors' remtureration in the period. A listing of the members of the Board of Directors who
served is shown on page 5 of these financial statements.

It'. I'lil,ti. r !

To rcvenue resenye

Trade Receivables

Other receivables

Totrl

(i)

(ii)

Kshs

(227,824,945)

Kshs

(660,741,392)

Q2332t3754
(tu,M2,767\Q27,824,945\

Sub-notes:

(i)

(ii)

Comection of prior period trade receivable balances due to enors in billings.

Disallowed VAT claims by Kenya Revenue Authority for previous years claims.

G
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Surplus /defrcit for the year before tax
Adiustment for:

Revenue reserve

Dcpreciation of property, plent end
equipment
Amortization of intangible assets

Amoftization of grant arsct

Interest expense

Lors on retircment
Operating surplus before working
capital changes
(Decreerc/ Increere Trrde and other
receivebleg
Increase /decrease in Inventories
Increere in Trade rnd other payablcr

IncreaseA)ecrease in Provisions

Increrse in Customer depositr

Increase in Amount due to related
parties
Cerh gcncrrtd from operetionr

ii'i,i:

145,443,214 (1,220,517,949)

(508,319,889) 422,944,969

i'lr

Notcr Krhr.
61,200,388

(227,824,945)

242,154,403

10,292,109

(22,394,788)

81,976,046

58,915,678

(221,807,247)

24,861,019

69,012,534

1,084,683,979

Krhr.
(637,093,459)

(884,062,768)

212,352,812

7,461,973

(5,814,697)

85,440,137

(17,459,012)

158,547,759

9,079,123

69,266,N9

1,287,183,999

26

ll

t2
18

8

632,7492t7 70t,045,195

The employee retirement benefits expense comprises:

National Social Security Fund
Provident fund/pension fund
Gratuity

Kshs

4,639,279

494,027,166

163,583,396

66212,49rt41

Kshs

3,612,600

439,986,491

158,032,260

601,53t,351
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19. ( ()\l\lli\ii '\,

Contracted but not provided for
Kshs

292,944,931
Kshs

474,052,765

\ll, l l Il ill i(l \.i .l r r)\l\lll,li ",i. r'.lrl li (l1,l il \tl.rr. 1 l,.t -

This relates to leases for operational buildings at various centers at Enterprise cente- Addis Ababa
Rd Industrial Area, The mall at Westlands, Showebe Plaza Pangani, Pinacle business centre -
kayole spine Road, Palklands PlazaWestlands, Cameo building -Town centre, Dune Plaza-Ruai,
Horizon Plaz.a Kasarani , Karnrose Plaza Kawangware National water and pipeline corporation
(Dr:nga Road), Shujaa rnall along Spine Road. The lease terms are 5 years 3 months, and the
majority of the lease agreements are renewable at the end of the lease period at market rates.

rylhi" l year
Aftor I ycer but leer thenS
yclru

170,912,028 230332,286

.il. ( ()\,ll\(,t \t i i \llli i! il
This comprises of (a) pending suits and disputed claims arising from debts inherited from NCC in
which the Company has been enjoined as a defendant plus other pending suits instituted against
the company, all amounting to Kshs 4,694,499,735, (2018: Kshs 3,051,942,987). The likely
outcome of these matters cannot be determined as at the date of signing these financial statements.
Based on the infonnation currently available, the Directors believe that the ultimate resolutions of
these legal proceedings, claims and tax exemption application are not likely to have a material
effect on the results of the Company's operations, financial position or iiquidity.

11. l{l\1.. \l rr rr,l \ll ', | .ii, ii ; jr I .. \\ L j',,t I' li -

Kghs
73,129,442
97,782,586

Krhr
80,299,690

150,032,596

(:t) l'irr;urt iul l-rrI nl,lllit i.!.!r!l! !

The company's activities expose it to various financial risks aud market risks e.g. foreign
exchange risk, interest rate risk and price risk, credit risk and liquidity risk. The Company's
overall dsk management policies are set out by the board and implemented by
management , and focus on the unpredictability of changes in the business environment
and seek to minirnize the potential adverse effects of such risks on the Cornpany's
performance by setting acceptable levels of risk. The Company does not hedge against any
risk.
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Credit risk is the risk that one party to a financial instnrment will cause a financial loss for
the other party by failing to discharge an obligation. Credit risk mainly arises from financial
assets, and is managed on a company-wide basis. The company does not grade the credit
quality of financial assets that are neither past due nor impaired.

Credit risk on financial assets with banking institutions is mmaged by dealing with
institutions with good credit ratings.

Credit Risk on trade receivables is managed through a monthly review of outstanding
balances. Payments not received within the contractual credit period are enforced ttriugh
disconnection. Any identified elrors in billing that can delay reuenu" realization are
adjusted on a weekly basis. The debt of over 480 days is provisioned and written back
when realized.

The maximum exposure of the company to credit risk as at the balance sheet date is as
follows:

As at 30th June 2018

f inancial assets

Trade receivables

Other receivables

Cesh et benk

Gross financial assets

As at 30th June 2019

Financial assets

Trade receivebles

Other receivables

Cash at bank

464,040,965

947,573,566

185,526,994

406,929,479

147,679,576

194,741,752

619,253,625

478,001,145

Performing
Kshs

not Impaired

IGhs

Impeired

Kshs

6,385,364,060

55,572,564

Totel
IGhs

7,467,659,551

1,491,097,174

185,526,9t4
9,13427290,.

7,791,359,151

l,6gg,967,l5g

194,741,752
9,675,06t 061

1,597,141,405 1,096,254,770 6,440,976,624

886,739,691

1,485,775,019

6,497,690,991

55,512,564

Gross financial assets 749J50,907 2,372,513,709 6,553,203,545

The past due debtors but not impaired continue to be paid. An impainnent provision of
Kshs 6,497,690,981) (2018: 6,440,876,624) is held against the impaired receivables. The
company does not hold any collateral against the past due or impaired receivables except
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for the nominal customer deposits. The rnanagement continues to actively follow up past
due and impailed receivables

Liquidity risk is the risk that the company will encounter diffrculty in meeting obligations
associated with financial liabilities. The board has developed a risk management
framework for the marugement of the company's short, medium and long-term liquidity
risk by continuously reviewing forecasts and actual cash flows, and maintaining banking
facilities to cover any shortfalls. The Company maintains an overdraft facitity of Kshs. 35
million that may be utilized by the company to further reduce liquidity risk. This facility is
reviewed annually in order to factor the company's changing circumstances.

The table below summarizes the maturity analysis for financial liabilities to their
remaining contracfual maturities. The amounts disclosed are the contractual undiscounted
cash flows presented in million Kshs.

peyebler

Peyables to related
prrties
Other peyables

Loans from bank
Totrl

Year ended 30th June
2018
Trrae peyables

Payables to related
perties
Othcr payables

Loans from bank
Totrl

383

82

373

6

274

109

134

164

1s6

t2
466

176

219

399

839

550

4l
1,929

397

973

470

4,766

57

347

5,640

473

3,465

r386
5,851

1,236

8,879

1,320

4,766

406

844

473

9

177

t9
591

636

84

2,090

240

388

4,566

1,526

s00

8,112855

Market risk is the risk that the Fair value or future cash flows of financial instruments will
fluctuate because of changes in market price and comprises three types of risks: currency risk,
interest rate risk and other price risk.

s
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Total Debt

Less cash rnd cerh equivelcntc (Note ld)
Total Debt net of cash

Totrl equity

Total Cepital resources

Geering ( net debt or"" tot"l cepitd rcsources)

Inlerest rate risk

The company is exposed to cash flow interest risk on its variable rate borrowings because of
changes in market interest rates. The company manages this exposure by maintaining a high
interest cover ratio, which is the extent to which profits are available io service boiowiig
costs' If the interest rates on the company's borrowings at the year-end. were t;
increase/decrease by 1% percentage points, with all other factois remaining constant, the post-
tax loss/profit would be lower/higher by Shs 7,903,096

Curuency risk

the_Company operates wholly within Kenya and its assets and liabilities are reported in the
iocal currency.

I lr J ( :r ll i,t lr I rrr:r rr:r gt rrrr,rr t

The company manages its capital to ensure that it will be able to continue as a going
concern while maximizing the return to shareholders through the optimization of tne aeUt
and equity balance.

The capital structure of the company consists of debt, which includes the borrowings and
equity comprising issued capital, capital grant and revenue reserve as disclosed in notes
17, 18, 19 &21. In order to imptove on the capital structure, the company may replace the
short term funding with long term funding and also improve on the efFrcient management
of working capital particularly the accounts receivables.

Kshs

2,993,906,129

194,741,752

2,799,164,376

(3,176,433,776)

(377,269,400)

(741)%

Rertrtcd
Krhs

2,510,067,254

185,526,994

2,324,540,270

(3,293,211240)

(968,670,970)

Q4O)e/o

Comparative figures are adjusted to conform to changes in presentation in the current
year where necessary.


